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HOW PAYERS ARE COPING WITH
SICKER MARKETPLACE PATIENTS

This year is the beginning of a new world
in health care, especially considering the
new health insurance marketplace, with
its mandated benefits and gauranteed
availability. These changes pose a
challenge to insurers, with several studies
indicating the newly insured may be less
healthy than health plans’ existing
members.

According to a recent Gallup poll, newly
insured individuals enrolling in
marketplace plans are 12 percent less
likely to report being in good health than
people in the general population.
According to the poll, 50 percent of the
general population reported being in “very
good” or “excellent” health, compared
with only 38 percent of the newly insured.

In a study funded by the Robert Wood
Johnson Foundation, Urban Institute
researchers analyzed data collected
through their March 2014 Health Reform
Monitoring Survey to examine the
demographic characteristics and health
status of the newly insured under the
Affordable Care Act. Three key findings
include:

 Most of the newly insured are in the
income brackets targeted by the
marketplace. Nearly half have annual
incomes at or below 138 percent of the
federal poverty level.

 The newly insured are more likely to
report fair or poor health (17 percent)
than adults who had coverage for the
full year (12 percent).

 The newly insured population doesn’t
have a strong connection to the health
care system, with 36 percent reporting
they didn’t have a usual source of care;
and 48 percent said it had been a year
or more since their last routine
checkup. That compares with 19
percent and 31 percent, respectively, of
adults with a full year of coverage.

These findings are likely causing
insomnia among insurance actuaries.
The question is: How will health plans
respond? Experts expect we may see the
following:

 Premium increases. Initial data on
proposed rate increases for 2015
suggests that the larger the market
share, the larger the premium increase.
In Arizona, three plans submitted rate
increases for 2015 exceeding 10
percent.

 Reliance on risk adjustment,
reinsurance and risk corridors. See
accompanying article.

 Use or increased use of narrow
provider networks.

Stay tuned to see how this story unfolds.

ACA PROVISIONS MITIGATE INSURER
RISK IN ARIZONA … FOR NOW

As of Jan. 1, insurers can no longer deny
coverage or charge higher premiums
based on pre-existing conditions. While
this makes it easier for people with pre-
existing conditions to gain coverage, it
poses challenges for the insurance
industry. This, along with other questions
about the future, lead to uncertainty about
how to price plans as new people —
including those who were previously
“uninsurable” — gain coverage.

However, there are three provisions --
one permanent, two temporary -- in the
ACA to help protect insurers from pricing
uncertainty and consumers from premium
volatility. They primarily apply to qualified
health plans (QHPs), which are those
plans authorized to be offered on the
health insurance marketplace.

These programs are:

 Risk adjustment (permanent program)
to protect against adverse selection.
This provision, which applies to
individual and small group plans inside
and outside the marketplace, uses
recorded diagnoses and other
variables to determine a risk score.
Funds will be transferred from plans
with relatively lower-risk enrollees to
plans with relatively higher-risk
enrollee. Payments will net to zero.

 Reinsurance (three-year program) to
stabilize premiums for individuals. All
issuers inside and outside the
marketplace contribute to the pool, but

only QHPs in the individual market are
eligible to receive payments when the
plan’s cost for an enrollee crosses a
certain threshold, called the attachment
point. In 2014 the attachment point is
$45,000, with 80 percent coinsurance
thereafter. Coinsurance is the
percentage of the costs above the
attachment point and below the
reinsurance cap that will be reimbursed
through the reinsurance program.

 Risk corridors (three-year program) to
limit issuer losses and gains. Under
this provision, which only applies to
QHPs, the U.S. Department of Health
and Human Services collects funds
from plans with lower-than-expected
claims and makes payments to plans
with higher-than-expected claims.
Plans with actual claims less than 97
percent of target amounts pay into the
program, and plans with claims greater
than 103 percent of target amounts
receive funds.

QHPs may rely on these programs to
help protect themselves from losses,
especially during the first three years of
the ACA. Hopefully by the time the
provisions sunset, insurers will be able to
price their plans based on utilization.

ARIZ. STUDY: MEDICAID EXPANSION
REDUCES HOSPITAL CHARITY CARE

The Arizona Hospital and Healthcare
Association has released a survey that
confirms expanded Medicaid coverage
under the Affordable Care Act (ACA) has
decreased the amount of uncompensated
care hospitals provide.

According to the survey, 75 percent of the
state’s hospitals reported $170 million in
uncompensated care for the first four
months of the care. That’s down 31
percent — or $76 million — from the
same period a year ago.

Since Jan. 1, more than 300,000
Arizonans have signed up for health
insurance through the state's expanded
Medicaid program and the federal health
care exchange as part of the ACA.

However, despite the increase in
coverage, some hospitals are still losing
money from operations. In April, 30
percent of the reporting hospitals incurred
a loss from operations.
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SUPREME COURT HANDS DOWN
DECISION IN HOBBY LOBBY CASE

Phoenix Mayor Greg Stanton is among
more than a dozen mayors and politicians
nationwide that have called for
Congressional action following the
Supreme Court’s recent Hobby Lobby
decision.

In what the majority of the Court
characterized as a very limited ruling, the
Court held in a 5-4 decision that a closely
held for-profit corporation cannot be
compelled to comply with the Affordable
Care Act’s requirement that employer-
provided health insurance plans include
coverage for certain types of
contraceptives at no cost, when doing so
would violate the company owners’
religious beliefs. This decision was based
on the Religious Freedom Restoration
Act, a federal law that prohibits the
government from imposing a substantial
burden on a person’s ability to practice
religion, unless that burden advances a
compelling government interest and does
so in the least restrictive way possible.

The majority stressed its ruling is narrow
and does not necessarily apply to
objections to other types of coverage,
such as vaccinations.

HEALTH PLANS PROPOSE CHANGES
TO AFFORDABLE CARE ACT

Citing concerns about affordability and
continuity of care, America’s Health
Insurance Plans (AHIP) — a national
trade group — has proposed several
changes to the Affordable Care Act,
including expanding the availability of
catastropic plans.

Catastrophic plans currently available
through exchanges are only open to
people under 30 and those who have
received a hardship exemption. They are
not eligible for subsidies. Under AHIP’s
proposal, catastrophic plans would be
open to people of any age and eligible for
tax credits. The plans would still cover the
law’s mandated essential health benefits
and include no annual or lifetime limits,
along with zero cost-sharing for
preventive services.

This proposal would likely encounter
opposition from consumer groups, which
take a dim view of catastrophic plans
because they offer less comprehensive
coverage.

Karen Ignagni, president and CEO of
AHIP, said if people don’t feel coverage is
affordable, they won’t participate.

AHIP is also backing several changes
that could help people who are switching
health plans. Under AHIP’s proprosal,
certain people would be able to access
the same doctor or hospital while having
the benefit of lower, in-network costs.
This change would apply in two instances
for the following transition periods:

 Thirty days for people undergoing an
active course of treatment, such as
radiation therapy or chemotherapy, for
a serious or terminal illness.

 For mothers in their second or third
trimesters of pregnancy, to include at
least six weeks post-partum care.

Health plans also support providing
continuity of prescription medication, as
medically necessary, for certain enrollees
— including the two group listed above —
who change plans.

And on the heels of a public outcry due to
inaccurate provider directories, AHIP is
calling on its members to provide up-to-
date information about which providers
are in a network. In some states, patients
feel they were misled by inaccurate
provider lists and are having difficulty
finding a doctor within narrower networks.

IRS RULES EMPLOYERS CAN’T DUMP
WORKERS INTO EXCHANGES

A ruling last month by the Internal
Revenue Service (IRS) blocks most
employers from “dumping” their
employees into an individual health
exchange and deducting premium
contributions to such plans on their taxes.
Many employers had decided it would be
less expensive to provide employees with
a monthly contribution to buy individual
insurance on or off the exchange, rather
than offering a group benefit plan.

Typically, in such an arrangement, the
employer takes a tax deduction for such a
contribution, and the contribution is not
taxable to the employee. IRS Notice
2013-54 clarifies such an arrangement
fails to satisfy the employer’s
requirements under the Affordable Care
Act and may be subject to a $100-a-day
excise tax, per employee. If an employer
wants to help employees buy an
individual policy, it can do so by giving
employees higher pay. However, the

employer and the employee would owe
payroll taxes on this pay, and the
employee could perceive this as reducing
health benefits.

LAGNIAPPE

::: In late June, the Arizona Board of
Regents and the University of Arizona
Health Network (UAHN) endorsed a
“principles of agreement” where Banner
would invest nearly $1 billion to acquire
UAHN and affiliate with the University of
Arizona. Final purchase prices and
details may change as negotiations are
completed, possibly as early as
September. The UAHN includes two
teaching hospitals (main campus and
south campus), a faculty physicians
practice and three health plans. The
combined entity would likely become the
state’s largest private-sector employer,
surpassing Walmart. The agreement calls
for UAHN employees to keep their jobs
for six months after the deal closes.

COMINGS & GOINGS

::: Arizona State Physicians Association
has hired Alyssa Bellantoni as its
physician liaison. Bellantoni formerly
worked as a provider representative for
the University of Arizona Health Plans. :::
Mike Laffey has joined Cigna as provider
contracting senior specialist. ::: Sara
Eversden was promoted from COO to
CEO at Arizona Urology Specialists. :::
John D. Strasser has left Scottsdale
Lincoln Health Network and is director of
contracting for Humana in Arizona and
Nevada. ::: Peter Slate was named
Chief Business Development Officer by
CORE Institute, also known as the Center
for Orthopedic Research and Education,
in Phoenix. ::: Michele Finney has been
named CEO of Phoenix-based Abrazo
Health. ::: Ronald Austerlade has been
named VP and Chief Marketing Officer
for Sun Health. ::: Paul Barnes left Ortho
Arizona and is now president and CEO at
Centene. ::: Pam Langston is director of
managed care for Northern Arizona
HealthCare. She was previously their
manager of patient financial services.
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