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BREWER, ARIZONA LEGISLATURE
TACKLE HEALTH CARE

The Arizona Legislature convened Jan.
14, the same day Gov. Janice Brewer
delivered her State of the State
Address. During her address, Brewer,
who opposed the Affordable Care Act,
called for expansion of the Medicaid
program, saying the expansion would
protect rural and safety net providers,
inject $2 billion into the economy and
provide health care to hundreds of
thousands of low-income Arizonans.

More precisely, if lawmakers agree to
the expansion, the state would receive
an additional $7.9 billion in federal
funds over the next four years,
enabling increased coverage to up to
300,000 low-income residents.

Medicaid is funded by the state and
federal governments. Brewer is
proposing that the state’s portion of the
expansion be paid through fees
hospitals would pay to the state in
exchange for a greater amount of
federal reimbursement.

This so-called provider assessment is
a funding mechanism used by many
other states to draw down extra federal
funds. According to the National
Conference of State Legislatures, for
fiscal year 2013, the number of states
with some type of Medicaid-related
provider taxes or fees has increased to
49 states and D.C.

A budget document from Brewer’s
office stated: “The provider
assessment would not be an
unprecedented step, as Arizona
already charges a 2 percent insurance
premium tax [and] a provider tax on
nursing homes in order to draw federal
funds for special payments to the
homes.”

Brewer is one of six Republican
governors who have endorsed
expansion of their state’s Medicaid
program. The other governors are from
Michigan, Nevada, New Mexico and
North Dakota and Ohio.

It’s unclear how many Arizona
Republican legislators will support the
Medicaid expansion. While some have

said they are in favor, others say the
expansion threatens the state’s fiscal
stability.

Another health bill that, while notable,
is not expected to advance:
 House Bill 2293, sponsored by

Rep. Steve Smith, R-Maricopa,
would require hospital workers to
attempt to verify a patient's
citizenship. The bill has made
headlines in Arizona and
nationwide.

ANALYSIS: CMS OVERPAID
MEDICARE ADVANTAGE PLANS

The Centers for Medicare & Medicaid
Services overpaid Medicare Advantage
plans between $1.2 billion and $3.1
billion in 2010, and likely overpaid even
more in 2011, according to an analysis
released by the Government
Accountability Office.

The problem came to light after
policymakers expressed concern that
Medicare Advantage plans were
reporting greater disease severity
levels for their enrollees than claims for
fee-for-service beneficiaries indicated.

The formula for determining monthly
capitation rates for health plans had
been based on diagnostic sampling of
fee-for-service populations, so the two
should be relatively similar based on
historical claims costs.

Asked why they weren't, James
Cosgrove, the GAO's health care
director and lead author of the report,
said that wasn't the scope of the
project.

"We didn't try to get into the
possibilities," he said. "What leads to
this problem could be that the fee-for-
service doctors are not doing a very
good job in reporting diagnoses, or it
could be that some of the Medicare
Advantage plans are exaggerating the
diagnoses that their beneficiaries have,
or somewhere in the middle."

PROPOSED REGULATIONS SHED
LIGHT ON EMPLOYER MANDATE

Thanks to the Jan. 2 release of long-
awaited proposed regulations from the
Department of Treasury, the
Employers’ Shared Responsibilities
under the ACA are now more clear.
(For a good flow chart on the employer
requirement, see healthreform.kff.org).

Simply put, employers with 50 or more
full-time equivalent employees on
average in the last 12 months are
required to provide the state’s definition
of minimum essential coverage to all
employees working at least 30 hours
per week. As long as this level of
benefits is provided to 95 percent of
full-time employees at an “affordable”
price, you won’t pay a penalty. What’s
affordable? No more than 9.5 percent
of the employee’s W-2 earnings.

Most employers already provide
medical plans that are likely to meet
this minimum threshold for “essential
benefits”. If you want to know if your
plan meets the requirements,
calculator tools are available from both
healthcare consultants and the Office
of Health and Human Services.

The bottom line comes down to the
affordability measure and such
questions as:
 Will the exchange be more or less

attractive than the employer’s plan to
the employee who is also required to
provide minimum coverage for
himself and his family members
under the individual mandate?

 How will the employer determine the
best way to manage its own costs by
potentially driving lower-paid
employees to the exchange with
variations in the premium
contribution?

 How high will exchange premium
rates really be considering exchange

Thank you for attending our

State-of-the-State

Thank you to everyone who
attended our January breakfasts
in Tucson and Phoenix.

Special thanks to Tom Betlach,
AHCCCS director, and Steve
Rees, benefit consultant, CBIZ,
for their insights on the changing
healthcare market in Arizona.
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are taking on 20 million uninsured
under a community rating system,
with guaranteed coverage and no
limits for pre-existing conditions?

These are the difficult questions.
However, most will be answered over
the next six months as the markets
prepare for the exchange open
enrollment, which is scheduled to
begin Oct. 1, 2013, with coverage
effective Jan. 1, 2014, when the new
law’s major provisions finally kick in.

AHCCCS RECEIVES PROPOSALS
FROM 10 HEALTH PLANS

On Jan. 28, 2013, AHCCCS received
managed care proposals for the state’s
Acute Care and Children’s
Rehabilitative Services Program from
10 health plans. Awards will be made
on or before March 22, with contracts
set to begin on Oct. 1, 2013. Health
plans submitting proposals include:
Bridgeway Health Solutions, Care
1st Health Plan, Health Net,
Maricopa Health Plan (managed by
University of Arizona Health Plans)
Blue Cross Blue Shield / Medisun
Community Care, Southwest
Catholic Health Network (Mercy
Care Plan), Phoenix Health Plan,
United Health Care, and University
of Arizona Health Plans (University
Family Care).

ARIZONA PROVIDERS FORM ACOs

The U.S. Department of Health and
Human Services announced Jan. 10
that four new accountable care
organizations have been formed in
Arizona. The new ACOs include:

 Arizona Care Network LLC
(Dignity Health)

 GPIPA ACO (Imperium Health)
 Yavapai Accountable Care

(Prescott Outpatient Surgical
Center)

 Yuma Connected Community
(Yuma IPA)

LAGNIAPPE

::: The James M. Cox Foundation
has announced that it intends to give a
$5 million donation to Banner MD
Anderson Cancer Center to establish
the Cox Center for Integrative
Oncology. The Center will provide

diagnosis and rehabilitation programs
and community outreach.

::: Mountain Vista Medical Center -
Mesa and Arizona Spine & Joint
Hospital – Mesa have been named to
the 2013 edition of Becker’s Hospital
Review of ”56 Physician-Owned
Hospitals to Know”.

::: Arizona Connected Care’s ACO
has expanded from its Medicare
Advantage Plan only to offer access to
anyone enrolled in a UnitedHealthcare
employer-sponsored benefit plan. This
expanded collaboration will open
enrollment to more than 180,000
residents in southern Arizona.

::: Sierra Vista Regional Health
Center and RegionalCare Hospital
Partners – Brentwood, TN, have
signed a letter of intent to build a new
100-bed hospital in Sierra Vista with
RegionalCare, a for-profit hospital
operator, serving as the new facility’s
operator. It is anticipated that the
project will take three years to
complete.

::: For the fifth consecutive year,
Moody’s Investors Service has
issued a negative credit outlook for not-
for-profit hospitals in 2013. The
national forecast anticipates revenue
growth but smaller margins. A similar
outlook is anticipated for 2014.

::: Carondelet Health Network
announced plans to construct an
outpatient health and wellness center
in Sahuarita on a 21-acre property
purchased in 2006. Construction of the
facility will begin this summer and be
completed in the summer of 2014.

::: According to a recent national
HealthPocket survey, the health
insurance industry rejects an average
of 22 percent of individual and family
applications it receives. Under the
ACA, beginning Jan. 1, 2014, insurers
are prohibited from discriminating or
charging higher rates for individuals
based on gender or pre-existing
medical conditions.

COMINGS & GOINGS

Tom Dameron has returned to Arizona
to become president of the mountain
states, western region for Aetna, Inc.

He most recently served as president &
general manager of Cigna Healthcare
in Colorado. ::: Dr. Gordon Ewy,
director of the UA Sarver Heart Center
since 1991, has announced his
retirement. He is a founding faculty
member of the University of Arizona
School of Medicine. ::: Havasu
Regional Medical Center, a LifePoint
hospital, has announced the selection
of F. Dana Ellerbe as CEO. He has
been serving as interim CEO since
October 2012. ::: The Benson
Hospital Board of Directors has
named Richard Polheber CEO and
Ken Gorason CFO. ::: Diane
Abraham has been promoted to
Arizona service area leader of
philanthropy for Dignity Health
Arizona. ::: Aaron Peace has been
named president of the Dignity Health
Foundation East Valley and VP of
philanthropy for Chandler Regional
and Mercy Gibert Medical Centers.
::: Arizona Priority Care Plus has
announced the appointment of Dr.
Fred Miller as medical director. :::
Also joining the staff at Az-PCP is Paul
Cordes as senior manager, provider
networks. ::: Holly Altman has been
named director of the Office of Alumni
Affairs for the University of Arizona
College of Medicine. ::: Mark Harris
has joined WellCare of Arizona as
contractor, network development. :::
Guam Memorial Hospital – Guam has
announced the selection of Alan
Ulrich as CFO. He previously served
as interim CFO for Gila River Health
Care. ::: Kristine Hall has been
promoted to VP of marketing and
development for CODAC Behavioral
Health Services.

CONGRATS: Dr. James Bleicher,
president and CEO of Verde Valley
Medical Center – Cottonwood, was
the 2012 winner of the American
Hospital Association’s Shirley Ann
Munroe Leadership Award, which
annually recognizes a small hospital
leader who has significantly improved
health care delivery in their community.
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