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Blue Shield of California has agreed to 
purchase Care 1st, a Medicaid and Medicare 
insurer serving beneficiaries in Arizona, Texas 
and California. The cash deal isn’t expected 
to be final until late 2015, after regulatory and 
agency approvals. 

In Arizona, Care 1st serves more than 100,000 
AHCCCS members and more than 2,000 
Medicare Advantage dual eligible beneficiaries 
in Maricopa and Pima counties.

Is Arizona ripe for more merger activity?

In 2014 we saw a fair amount of provider 
mergers including CORE-ANI, SDI-EVDI, 
Banner-UA, Tenet-Dignity-Carondelet 
and more.

Is 2015 the year of insurance consolidation? 
Some of the smaller players may be attractive 
to large for-profit insurers.  Stock prices are  
way up for Health Net, followed by Centene, 
Molina and Humana. Aetna and CIGNA, which 
have significant Medicare lives in Arizona 
are also up. United, which has significant 
Medicare and Medicaid membership, and 
is now on the exchange in Arizona, also has 
received favorable ratings from investors.  All 
have significant government-based revenues. 
The Care 1st-Blue Shield of California deal is 
a sign that insurers with government contracts 
are attractive. How far and how fast will this 
consolidation go? 

Factors slowing this activity include the 
uncertainty of the King vs. Burwell decision, 
which could unravel the entire ACA, and 
Medicare Advantage rate changes coming 
from CMS.
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MERGERS & ACQUISITIONS
TRENDS WORTH WATCHING

89 NEW ACO’S GET APPROVAL  
FOR MSSP, TOTAL NOW 405  

Both John C. Lincoln Health Network hospitals 
and over 150 physicians, which are part of the 
Scottsdale Lincoln Health Network (SLHN), are 
back in-network after 10 months of negotiating. 
Tom Dameron, Aetna market president, said he 
hopes this contract, which became effective 
Jan. 1, “will pave the way for an accountable 
care organization contract in the future.”

SLHN - AETNA RESTORE 
JOHN C. LINCOLN CONTRACT

Agreement names Iasis as exclusive Official 
Healthcare Partner and includes the opening 
of a state-of-the-art Multi Specialty Clinic at the 
former site of the Suns Athletic Club in 
downtown Phoenix.

ASPA Connected Care and North Central 
Arizona Accountable Care are two of the new 
Medicare Shared Savings Programs (MSSPs) 
approved by Medicare.  On Jan. 1, Center 
for Medicare and Medicaid Services (CMS) 
approved another 89 Accountable Care 
Organizations (ACOs), bringing the nationwide 
total to 405. The number of Medicare enrollees 
who receive care from doctors in an MSSP 
ACO grew from 4.9 M to 7.2 M.  MSSP is one 
of Medicare’s major attempts to change how 
hospitals and doctors are incented to improve 
quality and lower costs.
 
MSSP links financial incentives to the 
organization’s performance on quality targets. 
An ACO that succeeds keeps a share of the 
savings. After three years, an ACO that fails 
to meet the targets must pay a penalty. Earlier 
this month, in an effort to encourage an ACO to 
stay in the program, CMS proposed rules that 
would allow an ACO to avoid penalties for up to 
six years, rather than three. 

CMS also asked for input on how best to 
change the formula used to calculate savings 
and how much an ACO is allowed to keep. 
More than 200 ACO contracts expire at the 
end of 2015; so they will be deciding whether 
to continue in the MSSP. These proposed 
changes are designed to help convince them 
to renew. Critics of these changes argue that 
allowing an ACO to operate without risk for 
longer could produce consolidated markets 
rather than savings. 
 
The first ACO’s have produced mixed results. 
ACO’s that began in 2012 and 2013 outscored 
other providers on 17 of 22 quality measures. 
However, only 25 percent slowed the cost of 
care enough to earn bonuses. Medicare saved 
$417M and the ACO’s shared another $300M. 

IASIS ANNOUNCES DEAL
WITH SUNS & MERCURY 

SURGICAL HOSPITAL OF 
PHOENIX SOLD

DUPLICATION WITHOUT WRITTEN AUTHORIZATION VIOLATES FEDERAL LAW

CMS is now reducing Medicare payments to 
hospitals ranking in the worst performing quar-
tile for hospital-acquired conditions (HACs).
Maricopa Medical Center and Phoenix Indian 
Medical Center each earned the worst possi-
ble score of 10 out of 10.
Earning the best ratings, with a total HAC score 
of one, are Payson Regional Medical Center and 
the Surgical Hospital of Phoenix. 
For more details see www.thehertelreport.com

HAC SCORES ARE IN 

Surgical Hospital of Phoenix (SHOP), a 34 bed 
facility located at 19th Avenue and Maryland 
in Phoenix, was acquired along with a 15 year 
lease by Surgical Care Affiliates. SHOP filed 
for protection under Chapter 11 bankruptcy in 
November of 2013.  It is expected that creditors 
will be paid 100 cents on the dollar and the 
hospital will remain open through the transition.  
Some physician owners will stay with the 
new company.
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Chris Hill is the new chief executive officer 
for Iasis St. Luke’s Medical Center and Tempe 
St. Luke’s Hospital. Hill was chief executive 
officer  at Arizona Spine & Joint Hospital 
in Mesa.

Jake Golich has been promoted to 
administrator at Iasis Tempe St. Luke’s 
Hospital. Georgia Brissa is now coordinator 
of hospital services at Iasis Mountain Vista 
Medical Center.

Mike Klimansky joined Blue Cross Blue 
Shield of Arizona (BCBSAZ) as manager of 
provider network management. Klimansky’s 
focus is the development of BCBSAZ’s 
Medicare Advantage network.

Meritus hired Tom Zumtobel to lead Arizona’s 
only member-governed health insurance CO-
OP.  Zumtobel most recently served as CEO 
of Nevada’s health insurance cooperative, 
Nevada Health CO-OP.

Lance Donkerbrook, THR advisor and chief 
operating officer of Commonwealth ACO, has 
joined the Meritus Board of Directors. The 
board is comprised of community leaders 
who are also insured by Meritus.

David Brooks was promoted to vice presi-
dent of provider services at TriWest 
Healthcare Alliance.

Robert Beauchamp, MD United Healthcare 
Senior Medical Director, is scheduled to retire 
in March. Beauchamp served in medical 
leadership positions for 22 years at CIGNA 
and 15 ½ with United Healthcare. Thomas 
Biuso, MD, of Tucson will take over as Senior 
Market Medical Director for Desert Mountain 
States (Ariz., Colo., N.M., and Wyo.). 

CMS Chief Marilyn Tavenner will resign 
Feb. 28.  She became acting administrator 
following the resignation of Dr. Donald M. 
Berwick in December 2011 and confirmed as 
Administrator of the Centers for Medicare and 
Medicaid Services on May 15, 2013. Tavenner 
will be difficult to replace permanently.  Former 
UnitedHealth Group executive Andy Slavitt, 
principal deputy administrator, will take over, 
at least temporarily.

NEWSLETTER SPONSORED BY

Clearly the state budget takes center stage at 
the Legislature. But what else are they likely to 
focus on in the realm of health care? Probably 
nothing too big at this time. Here’s a sampling 
of ideas being pitched at the Capitol: 

• Required reporting by hospitals of 
outpatient data sets

• Limits on the sharing of patient health 
care data for research purposes

• Provider scope of practice fights
• Baseline concussion testing for students
• Provider-patient protections
• Restoration of AHCCCS coverage for 

podiatry, chiropractic and emergency 
dental services

• Qualifying more Advanced Practice 
Providers (mid-levels), pharmacists 
and Behavioral Health Professionals as 
eligible for loan repayment programs 

Also Watching:

Compliance by prescribers with the 
prescription monitoring program. Specifically, 
SB1031 and SB1032, sponsored by District 5 
Senate Republican Kelli Ward, DO, requires 
more stringent monitoring of AHCCCS 
members utilizing controlled substances as 
well as intervention for those with multiple 
prescriptions.

COMINGS & GOINGS

On Jan. 5 Republican Doug Ducey took 
office as the 23rd Governor of Arizona. In a 
brief inaugural speech, Gov. Ducey laid out 
his priorities: reviving the state’s economy 
without raising taxes, trimming government 
regulations and improving our public schools.  
The immediate focus of the Governor and 
his administration, as well as the Legislature 
is dealing with the looming State budget 
deficit.  The governor’s proposed budget, 
which was released January 17, includes a 
hiring freeze, a withdrawal from the Budget 
Stabilization Fund (rainy day fund) and a 3 
percent reduction to AHCCCS rates, among 
other cuts.  

The governor also retained two key agency 
directors as part of his cabinet: Tom Betlach, 
who has done a stellar job as AHCCCS 
director, and Will Humble, who has proven 
extremely competent as the state’s director 
of Health Services. In addition, Christina 
Corieri is now the governor’s policy advisor 
for health and human services, filling the 
position so ably held by Don Hughes under 
Gov. Brewer. Ms. Corieri previously worked 
for Phoenix Councilman Sal DiCiccio and at 
the Goldwater Institute.

Notably absent from Gov. Ducey’s comments 
was any mention of the current lawsuit 
challenging the Medicaid program restoration 
and expansion. That case is moving ahead 
after the Arizona Supreme Court’s Dec. 31 
decision agreed that the legislator-plaintiffs 
have legal standing to bring the suit. With a 
huge deficit facing Arizona between fiscal 
year 2015 and fiscal year 2018 and with 
Gov. Ducey already eliminating taxes as 
an option, can Arizona afford to lose the 
enhanced federal match dollars that free up 
state money that would otherwise be spent 
on Medicaid patients? In the first 11 months 
since Medicaid expanded enrollment, the 
state has received $1.4 B in matching funds 
from the feds. 

Eventually, Gov. Ducey and state lawmakers 
will have to answer that question. 
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GOVERNOR EYES BUDGET
2015 LEGISLATIVE UPDATE

DUPLICATION WITHOUT WRITTEN AUTHORIZATION VIOLATES FEDERAL LAW

Newborn Holt Fletcher Faircloth joined 
the healthcare world January 7, 2015. 
Congratulations to THR Editor Amy Fletcher.


