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A Supreme Court challenge and a newly 
proposed state law have called into question 
the future of subsidies for Arizonans 
purchasing health insurance. 

For the second time in three years, the U.S. 
Supreme Court is hearing a case that could 
deal a deathblow to the Affordable Care Act 
(ACA). 

In the case of King v. Burwell, the plaintiffs 
challenge the availability of premium 
subsidies under the ACA to lower-income 
policyholders who purchase insurance in 
a state with a federally funded insurance 
exchange (FFE).  

In May 2012, the Internal Revenue Service 
issued a rule stating subsidies are available 
to citizens in all states, regardless of whether 
they purchase insurance through a federal or 
state-based exchange. The plaintiffs seek to 
invalidate that rule.

There are 14 state-based exchanges. 
The remaining 37, including Arizona, are 
supported in whole or in part by the federal 
government. A spokesman for Gov. Doug 
Ducey said they are monitoring the case, and 
policy staff is reviewing options in light of the 
legal challenge.

The Supreme Court heard oral arguments in 
King v. Burwell earlier this month. 

The challengers argued the case involves 
a straightforward question of statutory 
interpretation, based on a provision of the 
ACA stating subsidies are available for health 
plans purchased “through an Exchange 
established by the State.” 

Gov. Doug Ducey is seeking to cut Medicaid 
spending through two controversial bills he 
recently signed. Both measures pertaining to 
the Arizona Health Care Cost Containment 
System (AHCCCS), the state’s Medicaid 
program, would require federal approval and 
face an uncertain future.

Ducey signed legislation March 6 requiring 
AHCCCS Director Tom Betlach to ask the 
Centers for Medicare and Medicaid Services 
(CMS) for a waiver allowing the state to add 
a work requirement for all able-bodied adults 
receiving Medicaid services. 

Beneficiaries would have to be employed, 
actively seeking work or attending school or 
a job training program.  

The waiver applications, which are due by 
March 30 each year, would also limit benefits 
for able-bodied adults to a lifetime maximum 
of five years. 

AHCCCS serves about 1.6 million Arizonans.

However, federal approval for such a waiver 
would be a first. According to CMS, no 
state has ever received approval for either a 
mandated work requirement or a lifetime limit 
on benefits. 

Ducey is also awaiting federal approval to 
cut Medicaid payments to providers by 5 
percent, which would reportedly save the 
state $37 million. 

Opponents of the plan, which was included 
in the budget Ducey recently signed, say 
it would result in a greater loss of federal 
matching funds.
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Therefore, they argued, Congress made it 
clear subsidies are not available in states 
using healthcare.gov. 

The government, defending the law, argued 
the ACA’s broader language and structure 
demonstrate Congress’ intent was for 
subsidies to be available in all states. The 
government also pointed out the devastating 
impact of the challengers’ interpretation.

A majority of the Court’s justices expressed 
concern over the potential “death spiral” 
resulting from a lack of subsidies in states 
using the federal exchange. 

Under that scenario, only sick people would 
buy insurance, their insurance costs would 
go up and insurance markets would collapse. 
The effect of this, they indicated, would be 
to impermissibly coerce states into having 
no choice but to set up exchanges, a result 
which may violate the U.S. Constitution.

The Court’s ruling is expected in late June.

Even if the government prevails in that case, 
Arizona lawmakers are seeking to block 
the administration of the ACA in the state 
through House Bill 2643, which as of press 
time, has passed the full House, as well as a 
Senate committee.

The bill would prohibit Arizona from using any 
personnel or financial resources to enforce, 
administer or cooperate with the ACA. It also 
prohibits the funding or implementing a state-
based health care exchange or marketplace.

To read the version passed by the House, 
please visit www.thehertelreport.com
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Co-ops, a new breed of nonprofit health insurer 
created under the ACA, have grown quickly in 
some states, including Arizona. But the verdict 
is still out on whether they will have a lasting 
impact in the marketplace. 

Co-ops were designed to be consumer 
operated and controlled, provide more 
competition in the insurance marketplace and 
improve the overall efficiency and quality of 
healthcare.

Arizona’s only co-op, Meritus, has grown 

Fewer of the nation’s nursing homes will 
now get four or five stars, thanks to new 
standards that have been implemented on 
the popular government website, Nursing 
Home Compare.

Built from data acquired from onsite 
inspections and quality measures, the five-
star rating system was implemented in 2008 
and recently underwent an overhaul that now 
includes tougher measures regarding the 
use of antipsychotics and staffing. Nursing 
Home Compare gets about 1.4 million visits 
a year.

Before the recalibration, about 80 percent 
of nursing homes received either a four- or 
five-star rating on their quality measures. 
Now, about 49 percent of nursing homes will 
receive four or five stars. Also, the number 
of nursing homes receiving one star for their 
quality measures has increased from 8.5 
percent to 13 percent after the recalibration.

In Arizona, more than half of all nursing 
homes received a four or five-star rating. 
Here’s a breakdown of the 145 Arizona 
nursing homes rated:

Scott Katterman is now a principal of Milliman. 
Katterman’s expertise includes Medicare and 
the ACA. Prior to joining Milliman in 2012, he 
worked at WellPoint.

Meritus has promoted Jim Walsh from 
director of sales to COO, Veronica Piotrowski 
from director of marketing and member 
engagement to VP. Meritus also named Tom 
Napolitano as interim CFO.

Kim Yeatts, formerly with Hospice of Arizona, 
is now director of operations for Serenity 
Palliative Care.

Under the Tenet umbrella, Brad Ludwick is 
now the manager of network development 
for Conifer Health Solutions. Phoenix Health 
Plan named Diana Alvarez as its director of 
Medicaid compliance.

Dr. Ravinder Dawke joined Cigna Medical 
Group in Phoenix as its medical director.

Robert Thames is now the chief executive 
officer of Northern Arizona Healthcare.

Dave Dexter, president and CEO of Sonora 
Quest Laboratories/Laboratory Sciences of 
Arizona, received the 2015 Southwest Alliance 
for Excellence Leadership Award.

Tom Sadvary, CEO of Scottsdale Lincoln 
Health Network, is scheduled to be inducted 
into the Scottsdale Area Chamber of 
Commerce’s Scottsdale History Hall of Fame 
on April 15.
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quickly. In September 2014, less than 3,600 
Arizonans had chosen Meritus as their health 
insurance provider. By press time, Meritus 
reported 60,000 members. That’s 30 percent of 
the approximately 200,000 Arizona consumers 
who purchased health insurance during this 
year’s open enrollment period.

But CoOportunity, another co-op that served 
120,000 members in Nebraska and Iowa, 
shows that bigger isn’t always better. In 
January 2015, the Iowa Insurance Division 
ordered CoOportunity to close, saying medical 
claims exceeded cash on hand.

Standard & Poor’s Financial Services stated 
other co-ops could be going down “the same 
bumpy road.” According to a report it issued 
last month, 10 other co-ops —including 
Meritus — had net loss-to-surplus ratios that 
were worse than CoOportunity’s, as of 
Sept. 30, 2014.

A lot has changed since last year, said Jim 
Walsh, Meritus’ interim chief operating officer. 
That includes a future focus on building the 
best cost-sharing plan in Arizona. 

“We didn’t expect to grow this fast,” Walsh 
said. “Last year if we had 25,000 members, we 
would have broken the place.” 

Walsh concedes that during last year’s open 
enrollment, Meritus was competing against 
more than a dozen cheaper plans. Reducing 
2015 premium rates by 23 percent put many of 
the co-op’s plans on the first page searched by 
consumers on healthcare.gov.

“Network doesn’t matter anymore. Name 
recognition doesn’t matter anymore. It’s 
price,” Walsh said, adding that the insurer’s 
partnership with Maricopa Integrated Health 
Services yielded its best-selling 2015 plan, 
Meritus Healthy Silver HMO MIHS.

Membership growth for many of the nation’s 
co-ops has created financial pressures due to 
high medical loss ratios (MLRs) and climbing 
administrative costs. In February, The Heritage 
Foundation reported Meritus’ 2014 MLR was 
the worst in the nation.

Expanding the risk pool is key, Walsh said, 
adding that 46 percent of Meritus’ membership 
is under age 34. “We built these plans to 
manage those risks,” he said.
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