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Instead of insurers racing to compete for 
Arizona consumers on HealthCare.gov in 
2017, many household names such as Blue 
Cross Blue Shield of Arizona (BCBSAZ), 
Health Choice, Health Net, Humana and 
UnitedHealthcare (UHC) have taken to the 
sidelines by withdrawing in part or in whole 
from the competition. 

BCBSAZ is leaving Maricopa and Pinal 
counties and is focusing on rural Arizona. 
The not-for-profit insurer is the only carrier 
selling qualified health plans (QHPs) on the 
marketplace in 12 of 15 counties in Arizona. 
It faces competition only in Pima County 
where it goes head to head with Health Net. 

Health Choice is the latest insurer to leave 
the Health Insurance Marketplace (HIM). 
While Health Choice’s 2017 HIM exit doesn’t 
affect its AHCCCS or Regional Behavioral 
Health Authority lines of business, it appears 
its foray into the commercial market has 
come to an end.   

Health Net also announced it was leaving 
Maricopa and Pinal counties and will offer 
QHPs only in Pima County.

Humana abandoned the entire Arizona 
marketplace in 2017. Last year it had plans 
in Maricopa and Pima counties and was the 
only health plan offering consumers a
platinum option.

After sitting out year one of the marketplace, 
UHC got in the game offering offered QHPs 
in all 15 counties in 2016. This year, as part 
of a national exodus from the marketplace, 
UHC has withdrawn statewide.

In contrast to carriers pulling back, Aetna will 
expand its 2017 offerings beyond Maricopa 
County to include Pinal County. As a result of 
a contracting marketplace, Aetna is now the 
sole carrier in the rural county that borders 
Tucson and Phoenix.
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Final plan offerings will be available 
from the Arizona Department of 

Insurance after August 23.

Six health insurers have filed forms 
and rates with ADOI for Individual 

HMO and PPO products to be 
offered OFF exchange in 

Arizona in 2017
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Since the passage of the Affordable Care 
Act, the Department of Health and Human 
Services (HHS) has promoted accountable 
care organizations (ACOs) as one way to 
improve quality and reduce costs by taking a 
more holistic approach to providing healthcare 
services. Instead of rewarding healthcare 
providers based on volume, the ACO model 
creates financial incentives for providers to 
focus on preventative care and offers rewards 
based on value.

ACOs accomplish this objective by integrating, 
coordinating and fostering accountability 
for patient care among various healthcare 
providers in the ACO’s network (ACO’s do 
NOT directly provide healthcare services). 
Most ACOs serve Medicare enrollees through 
CMS’s Medicare Shared Savings Program 
(MSSP), but recently more ACOs are serving 
commercial populations through contracts 
with private insurers or employers.

Despite HHS’s seemingly favorable view of 
ACOs, another federal agency – the Internal 
Revenue Service (IRS) – recently issued an 
adverse determination letter denying a strictly 
“commercial” ACO’s application for federal 
income tax-exempt status. Formed by a non-
profit healthcare system, the ACO (its location 
and name are unavailable) was created to 
negotiate with commercial payers and did not 
participate in the MSSP. Providers in the ACO 
included both physicians employed by the 
health system and unaffiliated, community-
based providers.  The ACO acted as the 
contracting agent for all participating providers 
in negotiating agreements with third-party 
commercial payers.

In denying the ACO’s request for federal tax 
exemption, the IRS noted that an organization 
must be organized and operated exclusively 
for a charitable purpose in order to be tax 
exempt. One such charitable purpose – 
lessening the burden of the government – 
does not apply to an ACO operating outside 
the MSSP, according to the IRS.  While the 
promotion of health may also be a charitable 
purpose allowing for exemption, the IRS ruled 
that the ACO’s negotiations with private health 
insurers on behalf of unrelated providers is not 
a charitable activity because such activities 
benefit the private interests of the physicians. 
As a result, the IRS determined that the ACO 
was not operated exclusively for a charitable 
purpose and therefore ineligible for
tax exemption.

So what does the IRS’s ruling mean for ACOs 
going forward?  For those ACOs participating 
in the MSSP, it should have no impact. 
However, non-MSSP “commercial” ACOs 
– particularly those with large numbers of 
providers unaffiliated with the health systems 
which created them – appear to face an uphill 
battle in qualifying for federal tax exemption.  
Moreover, any non-profit hospitals that create 
such commercial ACOs must proceed with 
caution so as not to jeopardize their own tax-
exempt status.

Banner Health boosted its Banner Health 
Network (BHN) June 1 when it acquired 
Arizona Independent Physicians (AIP) along 
with its affiliates, Arizona Medical Group 
(AMG) and Arizona Primary Care Physicians 
(APC), from DaVita Healthcare Partners. The 
sale included AIP and AMG provider and staff 
lease agreements.

AIP is a valley-wide Independent Physicians 
Association, AMG is an employed physician 
group and APC is the state’s largest 
independent primary care medical group.

Before this summer’s sale to Banner Health, 
DHCP provider networks included more 
than 1,000 physicians (300 primary care 
physicians and 700 specialty care physicians)  
representing more than 400 physician 
practices. As of December 1, 2015 AIP, which 
already has “ownership” in Banner Health 
Network, had approximately 21,500 Blue 
Cross Blue Shield of Arizona members and 
an additional 10,000 Medicare Advantage 
lives split between Humana, Aetna and 
UnitedHealthcare. 

BHN, led by Lisa Stevens Anderson, CEO, is 
responsible for operations and governance of 
the group and the assignment of the group’s 
existing health plan contracts. 

The acquisition raises interest from local 
industry experts because many participating 
physicians who formed and or joined AIP, 
APC, and AMG did so because they wanted 

IRS CREATES UNCERTAINTY FOR COMMERCIAL ACOs

Cigna Medical Group began working with 
New Century Health in 2014 to create a net-
work of radiation oncology providers pro-
viding value-based care using a treatment 
protocol’s, reference pricing for drugs and 
something similar to “contact capitation”. 

Cigna has now expanded that program to 
include all oncology services for all its Medi-
care Advantage members. 

New Century takes risk for oncology care 
from Cigna, creating a fixed budget that gets 
depleted as providers treat members. Mem-
bers are assigned to a provider upon E&M 
visit and providers are paid a monthly fee 
while managing the patient’s care.

The network is limited to providers who have 
agreed to the New Century model.  Unlike 
pure capitation, which requires an exclusive 
agreement with only one provider, this ar-
rangement allows for choice by the referring 
physicians and members. 

The network includes 14 groups that provide 
multiple clinical lines including some mix of 
Hematology, Oncology, Radiation Oncology, 
Urology and Gynecology.  

Clinical guidelines are used to the greatest 
extent and pharmacy costs are controlled 
with a fairly strict formulary and limited mar-
gin on drug reimbursement.

CIGNA EXPANDS PARTNERSHIP WITH NEW CENTURY HEALTH

BANNER HEALTH BUYS AIP

Continued Page 3

A congressionally appointed panel, the 
Commission on Care, proposed a new net-
work of care options: the VHA Care System.
The network includes Department of De-
fense medical facilities, federal health pro-
viders and private doctors and hospitals. 

By outsourcing the creation and manage-
ment of provider networks to companies 
such as Arizona-based Tri-West Healthcare, 
the Choice Program has “aggravated wait 
times and frustrated veterans, private-sec-
tor health care providers participating in 
networks, and VHA alike,” wrote the com-
mission in its final report.

In 2014, the Veterans Access, Choice, and 
Accountability Act (VACAA) charged the 
commission to examine veterans’ access to 
VA healthcare and recommend how best to 
organize the VHA, locate health resources, 
and deliver health care to veterans. 

VHA RECOMMENDATIONS 
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out from under Banner Health’s domination 
of the Arizona marketplace. Banner recently 
distributed a letter to the physicians promising 
a “unified approach for independent physicians 
who participate in Banner Health Network,” 
and that AIP providers will, “not just serve in 
an advisory capacity, but can take an active 
role in the creation and governance of a new 
independent provider structure at BHN”. 

AIP, APC & DHCP Leadership Changes
Keith Dines, former CEO of AIP and Arizona 
Market President for DHCP, is now principal of 
Transform Health Advisory, his own healthcare 
consulting company. Rick Rock, the former 
COO of DHCP’s Arizona market, left the Valley 
of the Sun for a position in Santa Monica at 
Stratis Risk Solutions Insurance Services. Tina 
Fitzloff, former VP of network management 
and business operations, is DHCP’s new VP 
of operations. Blue Beckham remains in his 
position as COO of APC. 

BANNER BUYS AIP 
Continued from Page 2

In June, nearly 20 healthcare 
companies in Arizona went on 
a hiring binge. Big names of-
fering almost 4800 positions 
included Aetna, Banner Health, 
Dignity Health, HonorHealth, 
Humana, IASIS, Maricopa In-
tegrated Health System and 
Northern Arizona Healthcare. 

Human resources teams were the busiest at 
Banner Health (1,700 positions), HonorHealth 
(1,300 positions) and Dignity Health (800 po-

sitions). CVS Health was adver-
tising to fill 700 positions across 
the state while federal providers 
including the Department of Veter-
ans Affairs and Indian Health Ser-
vices were advertising a combined 
560 positions. 

Positions were also available at 
Anthem, Community Health Systems, the 
Mayo Clinic, Northwest Medical Center, Sono-
ra Quest Laboratories and St. Joseph’s Hospi-
tal and Medical Center.

HEALTHCARE IS HIRING: THOUSANDS OF JOBS AVAILABLE

The dusty adage, “If you don’t know where 
you’re going you won’t know when you get 
there,” applies to the bumpy road many clini-
cians and healthcare providers travel on their 
way to achieving value-based care. 

“Every provider believes they should be paid 
more and many believe they’re ready to par-
ticipate in alternate payment arrangements to-
day,” explained Chief Innovation Officer Christi 
Lundeen of the recently developed Practice 
Innovation Institute (PII). “We show them how 
to prove it.”

As a Practice Transformation Network, PII was 
funded through a $3.6 million grant received 
last year by Arizona Health-e Connection 
(AzHeC) which operates “The Network” the 
state’s rapidly expanding health information 
exchange (HIE). 

Through its collaboration with Mercy Care Plan 
and Mercy Maricopa Integrated Care, a mix of 
2,500 primary care and behavioral health cli-
nicians are involved in the beginning of a five-
stage, four-year journey designed to navigate 
participating practices into the future of val-
ue-based contracting arrangements and MA-
CRA implementation. 

As a network, PII participants don’t go it alone, 
but in collaboration with dedicated practice 
transformation coaches and learning collabo-
ratives. They also have access to the help of 
support and alignment networks (SANS); a mix 
of 10 national and regional professional asso-
ciations such as the American Board of Family 
Medicine, the American Psychiatric Associa-

tion and the American Medical Association.

The first year on the road to preparedness in-
cluded a full assessment of practice readiness, 
a collaborative process that led to quality im-
provement plans for each practice. 

“Together we identified three areas of improve-
ment for each practice, things they really want 
to improve on,” explained Lundeen. “Next we 
provided them our business plan template and 
now we’ll start the work. The icky party is over 
and now the fun stuff is going to happen.”

The vehicle most likely to accelerate clinicians’ 
movement into alternative payment models 
(APMs) is the ability to use population health 
management (PHM) analytics along with exist-
ing HIE data. 

Investing in PHM systems is increasingly popu-
lar as predictive analytics and risk stratification 
become critical in preparing to accept more fi-
nancial risk in value-based 

TRANSFORMING PRACTICES: INNOVATION BEGINS WITH PII

reimbursement arrangements.

 “The combo gives practitioners a lot of info 
about patients,” said Lundeen, who attributed 
winning the award to the inclusion of a PHM 
in its proposal to AzHeC. “Providers can react 
quicker, reveal gaps in care, and avoid dupli-
cate tests. We teach them how to use that 
data along with the HIE in their practices.”

“It’s going to layer right on top of the ex-
change,” explained Melissa Kotrys, CEO of 
AzHeC who predicts access to the PHM tool 
by all members of the network is just 
around the corner.

WHO’S NOT ELIGIBLE FOR PII

Participants in the Medicare Shared 
Savings Program, Pioneer ACO 
program, Next Generation ACO, 

Multi-Payer Advance  
Primary Care Practice, 

Comprehensive  Primary Care 
Initiative or Comprehensive Primary 

Care +

Continued Page 4

More than 50 of the state’s top women exec-
utives and more than 500 companies across 
dozens of industries and sectors were featured 
in the 25th edition of the publication Who’s Who 
in Business or “Arizona’s Best” from Republic 
Media. Recognized for her role in re-imagining 
a hospital’s role in the community was Deb-
bie Flores, CEO Banner Del E. Webb Medical 
Center; featured for delivery of healthcare was 
Rhonda Forsyth, president of HonorHealth and 
for her leadership role in legal and finance was 
Zandra O’Keefe, who is the managing director 
for CBIZ in its tax department.  

ARIZONA’S ‘BEST’ WOMEN
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INNOVATION BEGINS WITH PII
Continued From Page 3

Although funding for PII won’t go on forever, 
the organization noted another $14.6 million in 
grant funds could be available through 2019. 
And although PII has completed its recruitment 
of Arizona providers who can participate as 
part of the Transforming Clinical Practice Ini-
tiative award, the institute will offer its first PII 
Academy in collaboration with the University 
of Arizona School of Medicine Aug. 26. The 
conference, open to everyone, will feature a 
collaborative care program focused on psychi-
atrists and primary care providers. 

With more than 150 participants, Arizona’s HIE 
handles 7 million transactions each month and 
includes the clinical data for 6.2 million pa-
tients. Since the fall of 2015, participation in 
the network exploded from just 44 participants 
after AzHeC retired participation fees in “The 
Network” for community providers. 

“Our philosophy is if there is an 
ability to get economies of scale, 
we’re happy to develop the 
services the community wants. 

By including it [population 
health management tool] in the 
Practice Innovation Institute, we 
got a jump start to what could be 
extended to the rest of 
the community.”

Melissa Kotrys
CEO of AzHeC

ARIZONA STAR RATINGS
NURSING HOMES

The Centers for Medicare and Medicaid Ser-
vices (CMS) released its star rankings for 
nearly 15,000 nursing homes across the 
nation last month.  

CMS ranked 144 nursing homes in Arizona; 
the average score among homes was 
three stars.

Rural area nursing homes accounted for the 
bulk of low scores, producing nearly half of 
ratings below three stars. Star ratings be-
low three stars made up over 20 percent of 
ratings. Three- and four-star nursing homes 
made up almost 40 percent of star ratings.

Five-star ratings accounted for 31.5 percent 
of nursing homes, the highest 
score concentration. 

The ranking from CMS is based on health in-
spection scores, staffing scores and quality 
measures (QMs). The CMS added six new 
QMs this year, three claims-based QMs and 
three Minimum Data Set-based QMs. 

Click here to review 
Arizona Nursing Home Star Ratings 

COMINGS & GOINGS

CMS announced harsh sanctions this month 
for the embattled Theranos blood 
testing startup. 

The agency said it was revoking the license 
for the company’s prominent California lab-
oratory, as well as banning CEO Elizabeth 
Holmes from owning or operating labs for 
two years. 

Despite the sanctions, which begin Septem-
ber 5, Holmes announced she will be staying 
on as CEO. Theranos incurs a $10,000 fine for 
every day of non-compliance with the 
CMS sanctions.

The startup will also no longer receive Medi-
care and Medicaid payments.

Adding to the mounting issues facing the 
company, the U.S. Securities and Exchange 
Commission is investigating Theranos for al-
legedly misleading investors and regulators 
regarding its technologies and operations. 

In the response to investigations into the lab’s 
practices, Walgreens shut down 40 Theranos 
centers in Arizona. 

The lab’s Scottsdale location also may also 
close its doors. 

Bob Crawford is now at Phoenix Children’s 
Hospital as a contracts specialist. He retired 
from Dignity Health in November of 2015.

Former CEO of Arizona Care Network, Mark 
Hillard is now president of Q Point Health, an 
affiliate of Equality Health.

Kate Maguire Jensen is the new president 
and CEO of the non-profit Ronald McDonald 
House Charities of Southern Arizona.

Todd LaPorte, chief administrative officer of 
HonorHealth has been named to replace retir-
ing CEO Tom Sadvary in the spring of 2017. 

Rhonda Forsyth, president of HonorHealth 
also announced her intentions to retire 
December 31, 2016. 

Sonja Nelson is now vice president of Strat-
egy and Business Development for Main  
Street Health.

Kathleen Oestreich, former CEO of Meritus 
Health Partners and a partner in Eastwick 
Consulting, is now COO at Banner 
Health Network.  

Kevin Stockton, CEO of Northwest Medi-
cal Center, was promoted to market CEO for 
Northwest Healthcare. 

Linda Thompson, Medicare risk adjustment 
director at Humana has retired.

Jason Winters is now manager of corporate 
revenue cycle for Arizona Center for 
Cancer Care. 

THERANOS TROUBLES WITH REGULATORS CONTINUE

Nearly 75 percent of the five-star 
ratings came from nursing homes in 

Phoenix and the metro area.
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