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ARIZ. SMALL GROUPS, INDIVIDUALS
ALLOWED TO CONTINUE PLANS

In 2013, to fulfill his promise “if you like
your plan, you can keep it,” President
Barack Obama allowed insurers to
continue cancelled, non-ACA-compliant
plans through the end of 2014. Earlier
this year, he extended that option for
individuals and small groups another two
years — until the end of 2016 — subject
to each state’s insurance department’s
approval and regulation.

The Arizona Department of Insurance
has said each insurer can decide whether
they want to offer this option to their
members, but insurers must be
consistent in this decision for all members
– i.e. individuals and small groups. That
means many people who received
cancellation notices are now allowed to
continue their plan, at least through the
current renewal year.

Many small groups in Arizona with fewer
than 50 employees are clinging to their
current plans because the new ACA-
compliant offerings include age-specific
rates. This is a departure from the
composite rates used previously where
employee costs were the same,
regardless of age. The new age-specific
rating methodology presents challenges
for employers with older employees. Not
only are they faced with decisions on how
to contribute to premiums that are higher
for older employees but also their hiring
practices moving forward that will impact
their health care costs.

To help mitigate this probelm, the Arizona
Department of Insurance recently
requested — and the Centers for
Medicare and Medicaid Services
approved — an alternate four-tier
composite rating method that allows
carriers to return to the previous system.
So far Blue Cross Blue Shield of
Arizona and Aetna have announced they
will return to the composite rates in the
fourth quarter of 2014. It’s unknown at
this time whether other Arizona carriers
will follow suit, but it seems likely, based
on the noted difficulties this method
creates for employers.

Small groups and individuals may choose
an ACA-compliant plan upon renewal.
Individuals can also purchase plans
during the open enrollment period.

END-OF-LIFE CARE COSTS GROW;
INDUSTRY LOOKS FOR ANSWERS

A panel appointed by the Institute of
Medicine (IOM) is calling for sweeping
changes to end-of-life care, saying the
current system includes “perverse
financial incentives” that encourage
expensive hospital care patients don’t
want.

The IOM’s recommendations come at a
time when the U.S. population is aging
and the cost of health care during the last
year of life is growing. In 2030, about 19
percent of the population will be over 65,
compared with 12.3 percent in 2000.
Compounding the challenges to
Medicare, end-of-life care is expensive
because it may include aggressive
medical interventions, hospitalizations
and ICU stays. For example, in 2006,
Medicare spent an average of $38,975 on
beneficiaries during their last year of life,
compared to $5,993 for surviving
beneficiaries, according to the Urban
Institute.

This is especially troubling considering
several studies show most people say
they would prefer to die at home, yet only
about one-third of adults have an
advance directive expressing their
wishes.

Medicare currently does not reimburse
doctors and hospitals for end-of-life
discussions, but that would change under
a new billing code proposed by the
American Medical Association and under
consideration by the Centers for
Medicare and Medicaid Services.

Some private insurers — as well as
Medicaid programs in some states,
including Colorado and Oregon — have
already begun reimbursing doctors for
“advance care planning” conversations.

A 2011 JAMA study concluded: “Advance
directives specifying limitations in end-of-
life care were associated with significantly
lower levels of Medicare spending, lower
likelihood of in-hospital death, and higher
use of hospice care in regions
characterized by higher levels of end-of-
life spending.”

Without such dialogue, Medicare will
most likely continue spending more than
25 percent of its budget on the 5 percent
of beneficiaries who die each year.
During a beneficiary’s final year of life,
CMS found the largest expenses included
inpatient hospital stays, physician
services and skilled nursing facilities
stays.

Some of the IOM panel’s
recommendations for Medicare, including
reimbursement for home health services
and improved coverage for beneficiaries
requiring long-term care, will need the
approval of Congress. Other changes,
including reimbursement for
conversations with patients on advance
care planning, could be accomplished
without legislation.

ARIZ. RELEASES RFP TO EXPAND
BEHAVIORAL HEALTH MODEL

Arizona is continuing its work to integrate
behavioral health with primary care for
one of the state’s most vulnerable
populations, people diagnosed with a
serious mental illness (SMI).

Arizona is expanding the specialty
Regional Behavioral Health Authority
(RBHA) model, under which providers are
responsible for the delivery and payment
of coordinated and integrated behavioral
and physical health care. Most studies
indicate people with an SMI die up to 25
years earlier than the general population,
many times from preventable
illnesses. The hope is that providing
coordinated care for this population will
lead to a higher quality of life, while more
effectively managing costs.

In 2013, the Arizona Department of
Health Services (ADHS) awarded a
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contract to Mercy Maricopa Integrated
Care to manage the Maricopa County
Integrated RBHA, despite an appeal by
former contractor Magellan. More
recently, ADHS, in coordination with
AHCCCS, released a request for
proposals (RFP) for all counties outside
Maricopa.

The RFP splits 14 counties into two
geographic service areas (GSAs). The
North GSA will include the following
counties: Apache, Coconino, Gila,
Mohave, Navajo, Yavapai and a small
portion of Graham (zip code 85530). The
South GSA will include Cochise, Graham,
Greenlee, La Paz, Pima, Pinal, Santa
Cruz and Yuma counties.

Bids are due in early October. Contracts
for the new GSAs will begin Oct. 1, 2015.

SURVEY: AFFORDABILITY, VALUE
KEY TO LURING YOUNG ADULTS

Affordability and technical glitches are
among the leading reasons young adults
have remained uninsured, according to a
recent survey by the Deloitte Center for
Health Solutions.

The online survey included 500 randomly
selected adults, ages 19-34, all of whom
were uninsured as of Sept. 30, 2013.

Overall, the survey found this age group
to be cost-sensitive. Many who enrolled
via an exchange reported they received a
tax subsidy, and many qualified for
Medicaid. The leading decision factors for
those who chose not to purchase health
insurance were price, affordability,
perception of cost versus expected
benefit and website technical issues.
Those who remain uninsured were three
times more likely than those who
obtained coverage to abandon enrollment
due to technical difficulties.

Those who decided to purchase health
insurance said their primary motivations
were protection from financial risk, peace
of mind and avoiding paying the ACA tax
penalty. While these young people were
highly aware of the ACA provisions that
were actively promoted, such as the
individual mandate and online
marketplaces, they were far less likely to
be aware of provisions intended to
increase access and affordability, such as
tax subsidies and cost-sharing
reductions.

Not surprisingly, many young people
waited until the last minute to enroll; 29
percent of those surveyed said they

waited until the last month of open
enrollment to sign up. Of the 8 million
Americans who enrolled in health
insurance through an exchange, more
than a quarter were young adults.

AHCCCS SAYS NEW PAYMENT
SYSTEM WILL IMPROVE QUALITY

This fall AHCCCS will make the most
significant change to hospital
reimbursement in 20 years. Effective Oct.
1, AHCCCS will transition from a tiered
per diem system to APR-DRGs for
hospital services reimbursement.

AHCCCS used Navigant Consulting to
help analyze historical claims data to
develop the budget-neutral
reimbursement system, which includes
adjustors and outliers. AHCCCS is
working with hospital and health plan
stakeholders to ensure a smooth
transition to the new system.

AHCCCS contends the tiered per diem
system promoted quantity over quality,
while the DRG-based payment
methodology is better aligned with
Medicaid’s focus on reducing costs
through improved patient safety and
health outcomes. The DRG methodology
is also reported to enhance the ability to
implement performance review and cost-
saving measures by facilitating
measurement of inpatient readmissions
and implementation of Medicaid’s
prohibition on reimbursement for hospital-
acquired conditions.

The Hertel Report/Arizona Managed Care
is monitoring the impact of DRG’s on
hospitals and post-acute providers.

BANNER/AETNA ACO NETS BIG
SAVINGS, IMPROVED QUALITY

Aetna and Banner Health Network (BHN)
reported their accountable care
collaboration resulted in a shared savings
of $5 million on Aetna's Whole Health
fully insured commercial membership in
2013, as well as a 5 percent decline in
average medical cost on the members.

Aetna and BHN began their accountable
care collaboration in 2011. Aetna and
BHN offer the Aetna Whole Health
products to employers and individuals in
the Phoenix area. The products are also
available to individuals on the public
exchange.

Results during the second full year of the
partnership include:

 Improvements in cancer screening
rates, including cervical and colorectal
cancer screening.

 Reductions in the percent of diabetic
members with poorly controlled blood
sugar levels.

 A 9 percent reduction in radiology
services.

 A 4 percent increase in generic
prescribing.

 A 9 percent reduction in avoidable
admissions.

COMINGS & GOINGS

Brian Washburn has been promoted to
senior director of the Banner Physician
Hospital Organization. ::: Carri Kelly has
joined Banner Plan Administration as
senior director of operations. ::: Beth
Primiano is United Surgical Partners Inc.
regional director of Arizona Orthopedic
and Surgical Specialty Hospital. :::: Carol
Cheney is senior director of health
management at Banner Health. :::
Jennifer Drago is executive vice
president of population health for Sun
Health. ::: Patricia Robinson has joined
Banner Health Network as senior director
of network management. ::: Humana Inc.
has hired Kenda vonHamm as market
director for senior product operations for
Arizona and Nevada. Prior to joining
Humana, she was the senior compliance
consultant for Blue Cross Blue Shield of
Arizona. ::: Lisa Stevens Anderson is
COO of Banner Health Network. ::: Kristi
Speers was promoted to senior manager
of managed care of Banner Health. :::
Nishant (Shaun) Anand, medical
director of Banner Health System, will
become senior medical director later this
month. ::: Kevin Counihan, who had
served as the head of Connecticut’s
health insurance exchange, is the first
CEO of healthcare.gov, the federal health
insurance marketplace. ::: Lori Lodes
has been named the new director of
communications for the Centers for
Medicare and Medicaid Services. She
most recently worked for the Center for
American Progress.
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