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AZ SENATE APPROVES MEDICAID
EXPANSION; MORE BATTLES AHEAD

At press time, we continued to wait for a
decision on Medicaid expansion in
Arizona. The Senate has approved a
budget with Medicaid expansion in it, with
a hospital tax — administered by the
Arizona Health Care Cost Containment
System — that pays for the state’s share
of expansion. The plan also includes a
“circuit breaker” that would roll back
eligibility if federal funding for expansion
falls below 80 percent.

The proposal also prohibits hospitals from
passing the tax on to patients and
insurers. Also added were requirements
to review costs and uncompensated
care. Six Republican senators joined all
13 Democrats in voting in favor. Eleven
Republicans voted no. Next up is
probably the House Appropriations
Committee, where Chairman John
Kavanaugh, R-Fountain Hills, and House
Speaker Andy Tobin, R-Paulden, are
expected to fight expansion with fervor.
We expect more fireworks at the Capitol
and will keep you posted!

FEDERAL EXCHANGE FACES
OUTREACH CHALLENGE

With open enrollment nearing and many
unaware of exchanges and subsidies, the
federal health care exchange
(marketplace), has its work cut out for it
when it comes to marketing and
outreach.

According to a recent Kaiser Health
Tracking Poll, almost half of Americans
are unaware that the Affordable Care Act
(ACA) is still the law, and an equal
number say they don’t have enough
information to understand it. About
570,000 Arizonans qualify for a subsidy
under ACA and must buy from the
exchange to use that subsidy, but polls
also indicate that many don’t know about
exchange subsidies or how to qualify for
and get them. There is obviously a huge
need for tremendous outreach and public
relations in a short period of time.

How will outreach be accomplished? A
campaign — involving PSA’s; interviews;
speaking engagements; and purchased
print, radio and television ads — is
expected.

Navigators are also a critical part of
planned outreach. In April, the Centers
for Medicare and Medicaid Services
announced the availability of $54 million
to fund navigator programs in states that
have federally facilitated or partnership
exchanges.

Brokers will also play a critical role in
outreach, understanding and enrollment
in the exchanges. In early May, the
Center for Consumer Information and
Insurance Oversight (CCIIO), which is
part of the Centers for Medicare and
Medicaid Services (CMS) and is helping
to set up federal exchanges in 33 states,
said brokers will play a critical role in
federal exchanges.

There are key differences between
navigators and brokers. Brokers will be
paid a commission by the insurance
company. Also, navigators will not be
allowed to provide advice on plan
selection, etc., which will be a crucial part
of a broker’s involvement. Broker
commissions, which will be the same
inside and outside the exchange, have
yet to be determined.

Meanwhile, outreach is garnering much
attention on a national level. U.S.
Department of Health and Human
Services Secretary Kathleen Sebelius
is asking for corporate donations to help
fund outreach, and President Barack
Obama is actively promoting the
Affordable Care Act in speeches and at

events.

WILL YOUNG & HEALTHY BUY
COVERAGE OR PAY PENALTY?

With the fast-approaching deadlines of
the Affordable Care Act (ACA) driving
the development and implementation of
exchanges (now being called insurance
marketplaces) nationwide, important
questions remain.

 Where will the uninsured shop for
coverage – inside or outside the
exchange?

 Will the subsidies available to help
lower-income Americans afford
coverage increase the size of the
insurance pools as much as is needed
to offset the risk that will come from the
individuals who were previously
uninsurable?

 Will young and healthy individuals
continue to waive coverage and pay
the penalties under the new law?

Most industry experts expect the young
and healthy will pay the penalty, at least
in the short run, since the penalty is much
cheaper than the annual cost of paying
health care premiums. Under the
mandate, the annual penalty/tax is just
$95 for an individual and up to $295 for a
family in 2014. It increases to $395 for an
individual and $695 for a family in 2016
and is indexed from there into the future.
However, if only the Americans that need
health care to cover current conditions
enter the system, the cost of health care
will not decrease.

Participation in the exchange will also be
related to the premium costs. Since the
new law requires coverage to be issued
with no limits for pre-existing conditions
and is guaranteed to all applicants,
individuals previously denied full
coverage will surely enroll in coverage for
2014. Insurance carriers will be forced to
raise premiums to cover higher claims
costs.

The ACA also requires carriers to use
what is called “community rating.” These
rules include the requirement that
insurers charge oldest members no more
than three times as much as the
youngest ones. The current ratio is
between 5:1 and 7:1. This method of
determining premiums forces a common
rate for all individuals in a given age
group. Changing from the current method

State-of-the-State

Tucson – Tuesday, June 25
Phoenix – Friday, June 28

Join your colleagues for a
conversation on key issues in our
health care future. Space is limited so
register today (form is enclosed).

Steve Rees will share his insights on
the insurance industry, the exchange
and more. We will also hear about
AHCCCS changes, Medicaid
expansion and the latest in market
dynamics with Jim Hammond
moderating the discussion.
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— which uses gender-based age bands
and allows rating based on health status
— will likely produce higher costs for
younger Americans, especially men.

Consequently, individuals that don’t
perceive a need for coverage (i.e. the
young and healthy) will either wait until
they need coverage or until the tax
penalty is high enough that it makes
sense to get coverage in case it is
needed. Some states have already
released rates for exchange plans; others
are expected in late June.

Without consistent participation of the
young and healthy, the ACA may not be
sustainable over the long term and could
be doomed to the proverbial insurance
“death spiral”.

HHS ISSUES RULES CUTTING
MEDICAID FUNDING

The Department of Health and Human
Services (HHS) issued proposed rules
for 2014 and 2015 to cut disproportionate
share hospital (DSH) funds by $1.1
billion. The rules would affect about 2,000
acute care hospitals nationwide. The
Medicaid DSH cuts were one of the ways
the Affordable Care Act (ACA) would
offset the cost of an expansion of
Medicaid eligibility to legal residents with
incomes up to 138% of federal poverty
level and were based on the assumption
that the law’s coverage expansion would
reduce much of the uncompensated-care
costs of hospitals. The ACA originally
required $18.1 billion in reductions to
DSH payments from fiscal 2014 through
fiscal 2020, but the proposed rules
address only the first two years of the
ACA payment reduction schedule.

Controversy over the proposal arises
from the Supreme Court’s ruling in 2012
that the ACA could not force states to
accept the proposed Medicaid expansion
and eliminated any penalties for states
not approving the expansion. The fear is
that DSH reductions would hit hospitals
harder in states that do not implement
Medicaid expansion.

President Obama’s fiscal 2014 budget
proposed delaying $500 million in DSH
cuts for one year, supposedly to give
hospitals more time to address problems
that arose in the initial stages of Medicaid
expansion. Also, a bill was introduced in
the U.S. House of Representatives to
delay the DSH cuts by two years.

LAGNIAPPE

::: A new joint venture, SharedClarity -
Phoenix, has been formed to conduct
independent studies on the long-term
effectiveness of medical device implants
in an effort to improve patient outcomes.
The venture unites UnitedHealthcare with
three large health systems: Dignity
Health, Baylor Health Care – Dallas and
Advocate Health Care – Illinois. In
combination, the three health systems
care for about 7 million patients a year at
more than 850 locations.

::: Banner Health has acquired
Arizona Regional Medical Center in
Apache Junction. The facility, now called
Banner Goldfield Medical Center, is
scheduled to begin providing patient care
June 14.

::: Along with New Mexico and
Tennessee, Arizona has officially notified
the Centers for Medicare & Medicaid
(CMS) that it will not be participating in
the pilot project to align dual-eligible
beneficiaries in an effort to rein in costs
for this patient population. The pilot
project was part of the Affordable Care
Act and was scheduled to take effect by
January 2014. Over half of the states
that originally applied have either
dropped out or delayed implementation.

::: Banner Health, one of 32 Pioneer
ACOs established under the Affordable
Care Act, has posted its initial program
results. Banner’s Pioneer ACO has
realized a 3.5 percent reduction in annual
costs, ranking it No. 4 in health care
savings among the 32 designees.

::: The Centers for Medicare &
Medicaid Services (CMS) has recently
revamped the application for health
coverage under the ACA for uninsured
Americans. After complaints from
consumer groups, the application has
been streamlined from 21 pages to three
pages and simplified to make it more user
friendly. The application, which can be
submitted starting Oct. 1 for coverage
effective Jan. 1, 2014, can be found at:
www.cms.gov/CCIIO/Resources/Forms-
Reports-and-Other-Resources

::: Dr. John Hensing, executive VP and
chief medical officer for Banner Health,
has been named to Modern
Healthcare/Modern Physician’s 2013
ranking of the “50 Most Influential
Physician Executives in Healthcare”.

::: The Catalyst for Payment Reform,
an independent nonprofit group working
on behalf of large healthcare purchasers,
released its first annual National
Scorecard on Payment Reform, which
showed that 89.1 percent of health
insurance payments are still based on the
fee-for-service model and not tied to
improving quality outcomes.

COMINGS & GOINGS

SharedClarity has added three vice
presidents to its team: Alex Brown, VP
of operations, Michael Georgulis, VP of
strategic sourcing, and Jan Tankersley,
VP of sales and marketing. ::: The
Arizona Department of Health Services
has announced the permanent
appointment of Cory Nelson as deputy
director for behavioral health. ::: Optum
has named Deborah Drinkwater its new
senior VP of operations/care
management in Arizona. ::: Jennifer
Sommers has been promoted to director,
network development & consulting for
Mercy Care Plan. ::: Larry Dennis, senior
sales consultant for the Arizona
Foundation for Medical Care, has retired.
::: Marilyn Tavenner is the newly
confirmed administrator of the CMS. She
is the first to permanently hold the office
since 2006. ::: Dr. Mick Pattinson, CEO
of Northern Arizona Regional Behavioral
Health Authority, has accepted the CEO
position with AspenPointe, a behavioral
health and counseling service in
Colorado Spring, CO. ::: Gerard Van
Grinsven has been named president and
CEO of Cancer Treatment Centers of
America.

IN MEMORIAM: John Strasser, a fixture
in Arizona health care financing for more
than 35 years, passed away at home with
his family near on May 13, 2013. For
several years, he has battled a
debilitating and progressive neurological
disorder. One of the pioneers in Arizona
managed care, he headed the Managed
Care Department at Banner Health from
its inception until his early retirement in
2012. May you Rest in Peace, Strass.
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