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If new federal overtime rules become effective 
this December, healthcare employees and 
employers are bound to take serious notice of 
who’s clocking in and who’s clocking out.

Last updated in 2004, the new regulations 
mean full-time salaried workers making up to 
$47,476 annually will be eligible for overtime 
pay at time and a half. 

Health services play a pivotal role in driving the 
economic engine of many Arizona communities 
with one of the lowest unemployment rates 
(2.7 percent) and one of the highest growth 
rates of any industry in the country. 

“It’s going to change the structure in 
healthcare; we’re going to have a greater head 
count of hourly employees,” said Todd Dixon, 
who recruits talent for healthcare companies 
across Arizona as president and CEO of TTF.

It’s estimated 4.2 million employees, including 
half of all full-time salaried employees under 
age 25 who are overtime exempt, will have 
overtime protection or get a raise to the 
threshold. Previous to the new regulations, 
employees earning less than $455 a week or 
$23,660 annually could earn overtime.

The new rule more than doubles the threshold 
to $913 a week, or a salary based on $22.82 
an hour for 40 hours.

The U.S. Bureau of Labor Statistics 2015 
report indicates nurses, paramedics, medical 
and pharmacy technicians, and medical 
and physical therapists have average mean 
salaries well within the range of the new 
overtime provisions.

“Workers newly entering the workforce eager 
to establish themselves and those charged 
with monitoring their progress, may see things 
a bit differently, said Dixon. 

Many small business owners, nonprofits and 
higher education advocates warn of switching 
salaried workers to hourly positions with less 
flexibility while The Labor Department expects 
workers will get more than $12 billion in 
additional wages over the next decade.

“People need to make a living wage,” said 
Dixon. “But, I suspect many positions will 
go back to hourly rates which could backfire 
on some of the healthcare 
workforce. What I do know is 
that for providers and payers, 
this is going to cost 
them money.”

Healthcare human resource 
professionals may need to cast 
their eyes beyond the time clock 
and to new salary levels for 
many on their team. The new 
income threshold will be revisited 

again in three years with projections that by 
2020 it will rise to $51,000. As a regulatory 
action, the overtime changes aren’t a result 
of Congressional proceedings but from the 
Obama administration’s pledge of support 
for low and middle-income Americans. As a 
result, the next President and Congress could 
reverse the rule after what is expected to be a 
raucous debate.

Meanwhile, Arizona’s largest healthcare 
system is weighing its options.

“With no decisions made on the issue, Banner 
Health is still in the process of determining 
the best course of action. We believe this is 
a manageable challenge for Banner Health, 
and we’ll continue to monitor this issue,” said 
David Lozano, a public relations representative 
from the healthcare system.
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IMPACT OF NEW OVERTIME REGULATIONS: HEALTHCARE PROVIDERS, PAYERS AND SYSTEMS

“This update of a vital labor standard is 
a great advance for working people. I’d 
go as far as to say that this may be the 
administration’s most significant action on 
behalf of middle-class paychecks.”

Jared Bernstein, former chief economist 
to Vice President Joe Biden

“I think it’s going to adversely impact young 
professionals because they’re not going 
to be able to get the hours they need to 
cut their teeth and get the opportunities 
to move into higher level managerial 
positions. And, it’s going to be a nightmare 
to manage.”

Todd Dixon, president and CEO of TTF 

HIGHLY COMPENSATED EMPLOYEE

The new rule raises the “highly 
compensated employee” threshold to 
$134,004. This income level requires 
only a minimal documentation to 
demonstrate the employee isn’t eligible 
for overtime. Employers may also use 
non discretionary bonuses and incentive 
payments (including commissions) to 
satisfy up to 10 percent of the new 
standard salary level.

DUPLICATION WITHOUT WRITTEN AUTHORIZATION VIOLATES FEDERAL LAW
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Earlier this month, U.S. District Court 
judge Rosemary Collyer sided with House 
Republicans in a case that puts at risk billions 
of dollars meant to lower out of pocket costs 
for millions of low-income consumers who 
purchase insurance on a Health Insurance 
Marketplace (HIM).

At issue is the Affordable Care Act’s cost-
sharing reduction program that requires 
insurers to reduce out of pocket costs 
(deductibles, out of pocket maximums or 
copayments) for income-eligible consumers. 
The suit argues the cost-sharing reduction 
program isn’t legal because Congress didn’t 
appropriate funds to pay for it. 

As opposed to premium tax credits that 
help pay the cost of health insurance for any 
metal plan on the exchange, the cost-sharing 
reduction subsidies are exclusive to 
silver plans. 

Because cost-sharing reductions increase a 
standard silver plan’s actuarial value, eligible 
beneficiaries pay less in out of pocket costs. 
People eligible for cost-sharing reductions 
who enroll in a silver plan on the exchange will 
automatically receive a version of the plan with 
reduced cost-sharing.

If the ruling isn’t appealed, government 
actuaries estimate silver plans’ premiums 
could jump 20 to 30 percent. Because premium 
tax credits are based on the second lowest 
silver plan in the state, significant premium tax 
credit increases are also expected. 

THE IMPACT OF COST SHARING REDUCTIONS ON 
OUT OF POCKET COSTS

 Silver 
No CSR

Silver  CSR
201-250% FPL

$22,981-$28,725

Silver CSR
151-200% FPL

$17,236-$22,980

Silver CSR up to 
150% FPL

up to $17,235

Actuarial Value 70% AV 73% AV 87% AV 94% AV

Deductible 
(Individual)

$2000 $1750 $250 $0

MOOP $5500 $4000 $2000 $1000

Inpatient Hospital 
(After Deductible)

$1500 
per Admission

$1500 per 
Admission

$250 per 
Admission

$100 per 
Admission

Physician Visit 
(After Deductible)

$30 $30 $15 $10

Data from a project of the Center on Budget and Policy Priorities: Health Reform: Beyond the Basics 
MOOP = Maximum Out of Pocket
FPL = Federal Poverty Level

 COST-SHARING REDUCTION AT RISK AFTER RULING

Decision Upheld & Appeals Exhausted
Expected Results

No Federal Payment for Cost-Sharing 

Rising Rates, Higher Premiums

Insurers Could Sue

Congress Could Appropriate $$ to Program

According to the Arizona Department of 
Insurance (ADOI ) all Arizona counties will 
have at least one insurer offering an HIM 
product. 

Eight Arizona counties are served by a sin-
gle insurer and all others have at least two 
insurers offering marketplace plans. Insurers 
have through August 9 to delete or add ser-
vice areas. 

The ADOI said it would be releasing infor-
mation about insurer’s submitted rate in-
creases of 10 percent or more in early June. 
Last month, UnitedHealthcare announced 
it wouldn’t offer any Arizona marketplace 
plans in 2017.

SIX INSURERS WILL OFFER 
ARIZONA HIM PLANS IN 2017  

Aetna
Blue Cross Blue Shield of Arizona
Cigna
Health Choice
Health Net
Phoenix Health Plans

ACCOUNTABLE HEALTH 
COMMUNITY MODEL 

AHCCCS UPDATE

The five-year model tests whether systemati-
cally identifying and addressing the health-re-
lated social needs of community-dwelling 
Medicare and Medicaid patients will impact 
health care quality, utilization and costs. As 
much as $157 million in funding is available.

To qualify for the model, Arizona applicants 
were required to have a partnership with the 
Arizona Health Care Cost Containment Sys-
tem (AHCCCS). 

This month, AHCCCS confirmed it had signed 
memorandums of understanding with four or-
ganizations to provide mostly data reporting 
support under the grant’s requirements.

AHC MODEL APPLICANTS

Dignity Health

HonorHealth

Regional Center for Border Health

University of Arizona Center for Population 
Science and Discovery

HUMANA HELP WANTED
A Job Fair is scheduled June 23 from 9 a.m. 
to 4 p.m. at Humana’s Direct Marketing Ser-
vices Call Center, 2231 E. Camelback Rd. in 
Phoenix. The insurer is expected to conduct 
on-site interviews for 45 full-time jobs and 
130 seasonal positions in Telesales under its 
Direct Marketing Services division in prepa-
ration for Medicare open enrollment.
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During a recent discussion to providers discuss-
ing participating in bundled payment initiatives, 
the message was clear: Get ready. Because if 
you’re not in the game now, you will be.

“The future is heading toward population based 
payments – bundled payments are just a step-
ping stone to get there,” said Nicole Fallon di-
rector of health care consulting for Clifton, Lar-
son and Allen.

It may be sooner rather than later as the De-
partment of Health and Human Services (HHS) 
sets its sights on moving 50 percent of Medi-
care payments into alternative payment models 
by 2018. The reason is no mystery, The Center 
for Medicare & Medicaid Services purports that 
between 20 and 40 percent of Medicare costs 
can be attributed to lack of care coordination, 
waste and overtreatment. 

In Arizona, eight hospitals currently participate 
in Medicare’s Bundled Payments for Care Im-
provement (BPCI) initiative. The initiative has 
four models, with only one model focused on 
hospital care and three focused on 
post-acute care.

Each acute-care hospital is considered an “Ep-
isode Initiator” and triggers one or more of the 
48 episodes of care. 

Hospitals, skilled nursing facilities, home health 
agencies and physician’s participating in Model 
3 follow a retrospective payment structure: 

“If the actual spending is less than the target 
price, the awardee would receive the difference 
from CMS, and if the actual spending exceeds 
the bundled payment amount, the awardee is 
responsible for paying the difference to CMS,” 
explained Erin Sutton, director of the agency’s 
division of payment models.

The American Hospital Association (AHA) ad-
vises hospitals to create systems to identify 
patients suitable for bundled episodes and 
note any high risk complications or needs for 
post-discharge social support.  Other recom-
mendations include implementing standard 
care processes and “high functioning discharge 
planning” procedures. But, according to AHA, 
the most significant opportunities for reducing 
spending and improving quality generally occur 
after patients are discharged from the hospital.

“There’s not much opportunity to change hos-
pital costs,” said Fallon who turned her focus 
to post-acute care providers’ future revenue 
streams. “Start thinking about where you get re-
ferrals from …how you can shorten your length 
of stay and improve outcomes”

In other words, providing quality of care as 
measured by the CMS Nursing Home Compare 
5-star quality ratings is critical to post-acute 
care providers interested in participating in the 
world of  bundled payments. Without a mini-
mum of three stars, skilled nursing facilities will 
find few partners because of a CMS provision 
that waived the three-day hospital stay pre-req-
uisite for SNF payment only if the majority of the 
BPCI’s awardees’ SNF partners achieve three 
star or higher quality performance scores.

“ACOs and preferred providers are setting the 
three star or higher goal as to who they will send 
their referrals to. You don’t want the spigot of 

referrals to turn off,” cautioned Fallon. Produc-
ing results in the post-acute world is data driv-
en, according to Amy Ostrem, senior product 
manager at MatrixCare. The outcome is a short-
ened length of stay and reduced readmissions 
– elements of care that vary significantly across 
post-acute facilities

“With good data clinical practices become 
standardized and linked to best practices,’ she 
explained demonstrating a technology platform 
that uses proprietary rules and algorithms to 
match a patient’s electronic health record with 
appropriate clinical knowledge to suggest ac-
tions and alerts for care providers.

That recommendation is echoed by AHA, which 
considers investments in systems and person-
nel to coordinate care transitions a good bet 
and also advises post-acute facilities to create 
teams of physicians and advanced practice cli-
nicians to conduct regular rounds in 
nursing facilities.

MEDICARE’S BUNDLED PAYMENT CARE INITIATIVE: THE START OF SOMETHING BIG

BPCI Model 3 Arizona Awardees
As of April 1, 2016

Phoenix
Camelback Post Acute Care and Rehabilitation

Coronado Healthcare Center 

Desert Terrace Healthcare Center 

Phoenix Healthcare LLC.

Glendale
Bella Vita Health and Rehabilitation Center

Horizon Post Acute and Rehabilitation Center

Mesa
Montecito Post Acute Care and Rehabilitation 

HealthSouth Mesa Rehabilitation Hospital 

Asante Mesa

Chandler
Sante Chandler

Scottsdale
Osborn Health and Rehabilitation

Sante Scottsdale

Focus Home Therapy & Medical Services

Surprise
Asante Surprise

Tucson
Sabino Canyon Rehabilitation and Care Center

Flagstaff 
The Peaks

Youngtown
Sunview Health and Rehabilitation Center

BPCI Model 2 
Arizona Hospital Awardees 

As of April 1, 2016

Phoenix
Banner Estrella Medical Center

Orthopaedic Specialists of America 

St. Luke’s Medical Center

Desert Institute for Spine Care

Mesa
Mountain Vista Medical Center 

Glendale
Banner Thunderbird Medical Center 

Flagstaff 
Flagstaff Medical Center

Tucson
Tucson Orthopaedic Institute 

Payer Establishes Target Price
Providers Receive FFS Payments 
Payer Tracks Cost Per Patient
Payer Compares Total Costs to Target
Under Target = Shared Savings
Over Target = Provider Payment to Payer
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COMINGS & GOINGS

Kenneth Ramos MD, PhD. was named inter-
im dean of the University of Arizona College 
of Medicine in Phoenix.  He replaces Stuart 
Flynn, who left to become dean of the new 
medical school at Texas Christian University.

Susan Kelly is the new Chief Nursing Officer
at Abrazo Maryvale Campus.

Gina Conflitti MD was promoted to Regional
Medical Director, West and South Central Ter-
ritories at Aetna Medicaid.

Deborah Drinkwater, formerly VP for Op-
tum Chronic Care Management joined Unit-
ed Healthcare as VP Strategic Partnerships, 
Western Region.

Rodgers Wilson MD left Health Net Arizona
where he was CMO, to join CIGNA Arizona.

Robert Groves MD was promoted to CMO
and VP of Population Health at Banner Health 
Network, to take the position recently vacated 
by Shaun Anand MD.
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