
www.thehertelreport.com

The first open enrollment period under the 
Affordable Care Act (ACA) ended in the spring 
and according to the Office of the Assistant 
Secretary for Planning and Evaluation, 
nearly 58,000 Arizonans signed up for health 
insurance coverage through the marketplace. 
However, signups lagged behind other states. 
More than 40 percent of Arizonans eligible to 
enroll in an individual plan did, compared with 
44 percent for other federal exchanges (those 
states also using HealthCare.gov) and 59 
percent for state-based exchanges.

Surveys suggest less than 40 percent of the 
uninsured population will get health insurance 
this year, partly because of their poor 
understanding of the ACA. Research indicates 
only 31 percent of uninsured adults eligible for 
Medicaid think they’re eligible, and only 35 
percent of uninsured adults who qualify for a 
premium subsidy know they qualify. 
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ACA HITS SOME TARGETS,
BUT MANY STILL UNINSURED

A YEAR IN REVIEW : THE THR LIST OF THE TOP HEALTHCARE STORIES OF 2014
BANNER HEALTH SHINES IN 

NATIONAL ACO EXPERIMENT

Under the Affordable Care Act (ACA), insurers 
can no longer control costs by declining 
applicants with pre-existing conditions 
or by adjusting benefits, deductibles or 
copayments. That means many are turning to 
narrow provider networks as a way to 
lower premiums.

The “narrow network” products being 
marketed in Arizona cost 8 percent to 14 
percent less than similar benefit plans using 
broader networks. 

INSURERS TURN TO NARROW 
NETWORKS TO LOWER COSTS

Earlier this year, the appointment backlogs for 
Phoenix-area veterans were among the worst 
in the nation. 

But under a new Department of Veterans Af-
fairs (VA) program, veterans may seek care 
outside the VA system if they face wait times 
longer than 30 days or if a VA medical facility 
is farther than 40 miles from their home or oth-
erwise not easily accessible. 

Phoenix-based TriWest Healthcare Alliance 
has been hired to provide veterans quicker 
access to healthcare. But those efforts are be-
ing challenged by Arizona providers, who are 
balking at proposed contract rates, which are 
lower than Medicare.

VA SCANDAL HITS PHOENIX; 
EFFORT TO GROW CAPACITY

Three additional health insurers are offering 
plans on the Arizona health insurance market-
place for 2015, bringing the total to 13 players. 
Newcomers include All Savers Insurance Co., 
a UnitedHealthcare affiliate; Phoenix Health 
Plans Inc.; and Time Insurance Co., known in 
the market as Assurant. 

Premiums vary depending on the type of plan 
and where people live. 

A PricewaterhouseCoopers analysis of Arizo-
na filings shows the average premium — be-
fore subsidies — will be $317, a 6.3 percent 
increase from last year. 

Healthcare spending grew last year at the 
slowest rate ever recorded, and some experts 
credit, in part, the growing role of accountable 
care organizations.

In 2014, the Centers for Medicare and Medicaid 
Services (CMS) announced the second year of 
results for ACOs in the Pioneer model and the 
Medicare Shared Savings Program (MSSP), 
which saved a total of almost $400 million in 
2013.

One of the stars of Medicare’s ACO program 
is Phoenix-based Banner Health Network 
(BHN). BHN’s savings to CMS of more than 
$15 million made up 16 percent of the total 
$96 million returned by 23 Pioneers in 2013.

Information isn’t available on the latest 
entrants, but all Arizona participants who 
have been in the MSSP program for more 
than a year have met all quality reporting 
requirements. It is too early to tell financial 
results, but The Hertel Report will provide an 
analysis of MSSP participants in 2015. 

An analysis by Avalere Health shows the low-
est-cost bronze and silver plan for a 50-year-
old non-smoker will decrease by 9 percent 
and 10 percent, respectively.

SAVE THE DATE!
THR State of the State Meetings

Tucson: Tues., Jan. 27 
Phoenix: Fri., Jan. 30

MORE PLANS, HIGHER COSTS
FOR 2015 ARIZ MARKETPLACE

Tucson was the setting of two major 
health care deals announced earlier 
this year.

Banner Health is in the final stages of ac-
quiring the University of Arizona Health 
Network, a deal that would combine Ari-
zona’s largest healthcare system with the 
Tucson area’s largest healthcare entity. 
The deal is expected to close Jan. 31.

Dignity Health, Tenet Healthcare Corp. 
and Ascension Health have proposed a 
joint venture to operate Carondelet Health 
Network of Tucson.

BANNER, TENET AND DIGNITY 
EXPAND TO TUCSON

DUPLICATION WITHOUT WRITTEN AUTHORIZATION VIOLATES FEDERAL LAW
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The Arizona Department of Insurance (DOI) 
announced insurers that renewed existing 
plans on or before Dec. 31, 2013, that 
otherwise would have been modified or 
canceled under the Affordable Care Act 
(ACA), may renew that coverage.

According to industry sources, many 
employers and individuals are retaining their 
pre-ACA legacy plans. Like any healthcare 
consumer, the choice to retain or shop 
for another plan is made after considering 
network restrictions, benefits and 
ultimately, cost. 

Health plans often do not provide membership 
numbers by state, but Cigna, for example, 
has nearly 300,000 individual health plan 
customers in 10 states, including Arizona. Of 
that total, about 125,000 are in ACA-compliant 
plans, and the balance is covered by pre-ACA 
legacy plans that were first purchased 
before 2014.
 
Many small groups in Arizona with fewer than 
50 employees are also clinging to their current 
plans because the new ACA-compliant 
offerings include age-specific rates, which 
make the plans more expensive.

Longtime Phoenix managed care executive 
Penny Marshall will retire the first week 
of January from Blue Cross Blue Shield of 
Arizona, where she recently helped the insurer 
develop an AHCCCS plan and expand its 
Medicare Advantage plan to Pima County.  
In addition to independent consulting, Penny 
held executive-level positions with Health 
Choice, Aetna Medicaid Administrators/
Mercy Care Plan and Phoenix Health Plan.

Yuma Regional Medical Center named 
Dr. Robert Cannell its interim chief medical 
officer. The hospital’s former chief medical 
offer, Dr. Carl Meyers, resigned in August.

Tuba City Regional Health Care Corp. 
named Dr. James Kyle its chief medical 
officer. Kyle previously served as chief medical 
officer at St. Joseph Heritage Healthcare in 
Orange, Calif.

INSURERS EXTEND PRE-ACA
POLICIES ANOTHER YEAR 

Insurers can no longer deny coverage or charge 
higher premiums for pre-existing conditions, 
which creates an opportunity for “adverse 
selection,” where one plan may attract sicker, 
costlier members. However, three Affordable 
Care Act provisions can help protect insurers 
from pricing uncertainty. The provisions primar-
ily apply to  qualified health plans (QHPs), those 
plans authorized to be offered on the health 
insurance marketplace.  

These programs are:
• Risk adjustment (permanent program). 

Under this provision, which applies in-
side and outside the marketplace, funds 
are transferred from plans with relatively 
lower-risk enrollees to plans with relatively 
higher-risk enrollees. 

• Reinsurance (three-year program). All 
issuers contribute to the pool, but only 
QHPs in the individual market may receive 
payments when the plan’s cost for an en-
rollee crosses a certain threshold, called 
the attachment point. 

• Risk corridors (three-year program). Under 
this provision, the federal government col-
lects funds from plans with lower-than-ex-
pected claims and makes payments to 
plans with higher-than-expected claims. 

RISK CONTROLS MEAN MORE
INSURERS ENTER EXCHANGES

Young adults are critical to the Affordable 
Care Act’s success because they help keep 
down costs and premiums, but they remain 
a tough nut to crack, especially in Arizona.

Last year’s open enrollment period con-
nected more than 120,000 Arizonans with 
coverage, but the state had the country’s 
third-lowest enrollment for people ages 18 
to 34.

During the 2015 open enrollment period, 
young adults were targeted in several enroll-
ment and marketing efforts, including Blue 
Cross Blue Shield of Arizona’s “Live Fear-
less” campaign, which aimed to show how 
insurance offers a sense of security.

YOUNG ARIZONANS REMAIN
AN ENROLLMENT CHALLENGE

COMINGS & GOINGS

The Arizona Health Care Cost Containment 
System (AHCCCS) expansion has led to 
fairly dramatic membership increases during 
2014. Since January, Arizona’s Medicaid rolls 
have grown by 338,275 people, a 26 percent 
increase. As of Dec. 1, 2014, there are 1.6 
million people enrolled in AHCCCS, with 88 
percent of them enrolled in an “acute” plan.

Early reports projected  315,000 people would 
gain AHCCCS coverage over a three-year 
period, with 60-70 percent of the increase 
in 2014. 

A group of GOP state lawmakers is suing to 
roll back the Medicaid expansion, and it is 
unclear whether Governor-elect Doug Ducey 
will maintain the new safety net coverage.

 2015 HEALTHCARE SNAPSHOT
THR JAN. STATE-OF-THE-STATE 

CBIZ Benefits Consultant Steve Rees and THR 
Publisher Jim Hammond will lead the discus-
sion during this year’s breakfast meeting.

SOS Agenda
7:30 a.m. Networking Breakfast
8:10 a.m. SOS Program Begins
• Headline News
• Introductions
• AHCCCS Update
• HIM Update
• Market Discussion
9:30 a.m. SOS Program Ends

Register Today!
Go to www.thehertelreport.com to register 
online or download and return the SOS 
registration form by fax or email.
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