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As Arizona legislators continue to debate Gov. 
Doug Ducey’s 2017 budget proposal, the 
state’s Medicaid enrollment stands at nearly 
1.84 million, a 13 percent increase from 
January 2015. 

With such growth come questions about the 
state’s financial commitment to the Arizona 
Health Care Cost Containment System 
(AHCCCS).  
 
In response to the governor’s $9.5 billion FY17 
state budget proposal, Arizona’s Joint Legis-
lative Budget Committee (JLBC) cautioned 
that Ducey’s forecast for AHCCCS in FY17 is 
based on projections that don’t include nearly 
$48 million in funds necessary for the 
program’s growth. 

According to JLBC’s summary of baseline 
budget proposals, the governor’s AHCCCS 
budget directs a YOY $79 million funding in-
crease from the general fund to the Arizona’s 
Medicaid program, but “assumes flat case-
loads” for the agency rather than accounting 
for additional enrollments through 2016. The 
JLBC predicts a 3.2 percent annual state-wide 
increase in Medicaid enrollment.

The budget also includes $300,000 in savings 
for the phasing out of KidsCare. Supporters of 
the program are rallying legislators to restore 
Arizona’s version of the Children’s Health 
Insurance Program (CHIP) that would serve, 
according to AHCCCS, 30,000 children.
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The governor’s budget also includes $5 million in FY 2016 and $7.3 million in FY 2017 for the Arizona 
State Hospital (ASH). The funding is designed to help the state’s only mental hospital to comply with 
a CMS Statement of Deficiencies received in May 2015 that threatened to terminate the hospital’s 
Medicare provider status. The governor is recommending $1.5 M for the hiring of 14 full-time nurses 
and 15 full-time security officers. 

2017 AHCCCS Budget Proposal

BH SERVICES TRANSFER
$517.3M for the transfer of Behavioral Health 
Services from the Department of Health 
Services - $607,500 in administrative 
savings projected.

Note: The JLBC staff suggests legislators 
evaluate accountability measures as the 
state considers its continued consolidation 
of acute and behavioral health systems. The 
JLBC said the legislation driving the transfer 
of BHS to AHCCCS did not incorporate 
accountability measures. 

GROWTH
$6.7M for acute and long-term-care 
caseload growth

ALTCS ADULT PREVENTIVE DENTAL
$1.4 M to restore preventive dental benefits 
for adult elderly and physically disabled 
ALTCS patients. 

IT SECURITY AND PERFORMANCE
Funding for four full time positions plus 
$743,900 to improve the security posture of 
AHCCCS IT systems.

COLLECTIONS & FRAUD PREVENTION
$107,300 plus funding for three full-time 
positions to create a collections unit and to 
review health provider records.

UHC EXITS ARIZONA HIM
Next year, UnitedHealthcare (UHC) won’t be 
an option for Arizonans shopping for health 
coverage on HealthCare.gov. Consumers 
in the state’s rural counties may suffer the 
most from the lack of competition, espe-
cially if Blue Cross Blue Shield of Arizona 
(BCBSAZ) joins the exodus.

Following the closure of Meritus Health 
Plans prior to 2016 open enrollment, UHC 
and BCBSAZ are the only carriers offer-
ing exchange plans in all of Arizona’s 15 
counties. In eight counties, the two were 
consumer’s only choice on Healthcare.gov. 
For residents  in Apache, Coconino, Gila, 
Mohave and Navajo counties, a third insur-
er, Health Choice, provides another layer of 
competition for marketplace shoppers.

BCBSAZ said it’s considering whether to 
pull its plans from the Arizona exchange in 
2017 or alter its plan offerings in the state. 

Since tax credits are available exclusively 
to consumers shopping on an exchange, 
if both UHC and BCBSAZ plans vanish, 
shoppers in Cochise, Graham, Greenlee, La 
Paz, Pinal, Santa Cruz, Yavapai and Yuma 
will also see the subsidies that help pay for 
their monthly premiums disappear unless 
other insurers choose to expand their ex-
change plans in the state.

Some of the remaining six exchange in-
surers already have commercial networks 
across Arizona. Industry experts are wait-
ing to see if any will expand their 2017 ex-
change plan proposals to the state’s rural 
communities. Insurers must submit their 
plan proposals to the Arizona Department 
of Insurance May 11. 

UHC reported $474 million in losses in pub-
lic exchanges in 2015 while its commer-
cial, Medicare and Medicaid profits remain 
strong.  BCBSAZ reported a loss of $185 
million in marketplace losses for 2014 
and 2015.
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St. Louis-based Centene Corporation 
emerged as the largest Medicaid insurer 
in the nation after its $6 billion merger 
with California-based Health Net Inc. on 
March 24. With combined revenues of $37 
billion, the deal was carefully scrutinized 
by California regulators and was approved 
with a list of conditions designed to protect 
golden state residents.

California regulators expect the merger will 
bring additional capital and resources and 
enable Health Net to better compete in a 
California market dominated by much larger 
insurers such as Kaiser Permanente, Anthem 
Blue Cross of California and Blue Shield of 
California. Health Net Life had faced losses 
and declining market share in the state.

In Arizona, Health Net reported enrollment 
losses from December 2014 to December 
2015 for each segment of its health 
insurance portfolio: large and small group, 
individual, commercial, Medicare advantage 
and Medicaid. The insurer reportedly lost 
more than a quarter of its total insured 
membership (25.2 percent) with its biggest 
losses in the individual market (35.9 percent).  

Kindred Transitional Care is a new 120-bed, 
transitional care center located in Phoenix 
at 18th Street and Van Buren. Specializing 
in short-term nursing and rehabilitation, 
Kindred’s new downtown facility opened at 
the same time Curahealth LLC announced 
its purchase of 12 Kindred long-term acute 
care hospitals. The $27.5 million purchase 
includes two Arizona Kindred hospitals 
located in Peoria and Midtown Phoenix. 

The deal is expected to close in the third 
quarter of 2016, the same time Dignity Health 
East Valley Rehabilitation Center in Chandler 
is expected to open. The 50-bed inpatient 
rehabilitation hospital in Chandler is a joint 
venture between Kindred Healthcare and 
Dignity Health.

CENTENE & HEALTH NET
MERGER FINALIZED

Merger Musts
No merger costs or executive compensation 
pay-outs can be passed to consumers.

Health Net Life will maintain and grow its 
commercial line of business and continue to 
offer products through Covered California, its 
state exchange.

Centene and Health Net Life must improve the 
quality of care delivered.

Health insurance rate increases will be kept to 
a minimum.

Senior management for Health Net’s California 
operations must remain in California.

$200 million infrastructure investment for a 
California call center.

$30 million for additional health facilities 
in California’s low and moderate-income 
neighborhoods.

NEW KINDRED HOSPITAL
OPENS IN DOWNTOWN 

On March 18, CMS told Theranos it failed 
to adequately address 43 of the 45 deficient 
practices catalogued during the agency’s 
November on-site visit of its Northern Cal-
ifornia  Newark lab. CMS is now threatening 
sanctions including a possible $10,000 a 
day monetary penalty, revocation of the lab’s 
federal license and the banning of Theranos 
founder Elizabeth Holmes and president 
Sunny Balwani from its operations. 

“We will continue to work with CMS to en-
sure every issue has been fixed completely,” 
said Brooke Buchanan, the lab’s vice presi-
dent of communications. 

The Newark Lab’s deficiencies were in the 
areas of hematology, analytic systems and 
high complexity testing. The lab has hear-
ing rights and access to an appeals process 
if its March 28 response to CMS doesn’t 
successfully rebut the basis for the federal 
agency’s proposed sanctions.

Also on April 18, Theranos told Bloomberg 
it was “under investigation by the U.S. Se-
curities and Exchange Commission and the 
U.S. Attorney’s Office for the Northern 
District of California.”

THERANOS’ TROUBLE WITH
REGULATORS CONTINUES

On March 15, AHCCCS informed Health Net 
Access (HNA) it would extend its acute care 
contract for Maricopa County through Sept. 
30, 2017, but its enrollment cap would remain.

More than a year ago, AHCCCS hit HNA 
with a $200,000 sanction and put a lid on 
its auto enrollment because of its ongoing 
noncompliance issues and failure to commit 
resources to fulfill its contract with AHCCCS. 

Although the HNA’s acute care contract was 
extended, AHCCCS “strongly encourages” 
the insurer to create a “smooth and seamless” 
transition for shifting operational responsibilities 
in the wake of HNA’s recent acquisition by 
Centene. And while acknowledging HNA claim 
disputes have lessened in recent months, 
AHCCCS reminded the insurer that it receives 
more disputes than other plans, relative to its 
enrolled membership. 

In the past 12 months, HNA has lost 24 percent 
of its membership; its April 2015- 2016 year-
over-year enrollment fell from 78,597 
to 59,744.

Plans may bid for the state’s Medicaid 
business every five years, but contract terms 
are limited to three years with AHCCCS 
reserving the option to extend two, one-year 
extensions – not to exceed five years. HNA’s 
contract was set to expire Sept. 30, 2016. 

The next acute-care bid cycle is scheduled 
for October 2017 with an effective date of 
October 1, 2018.

HEALTH NET ACCESS 
CONTRACT & CAP NEWS

HNA 2015 SANCTIONS

May: $61,890 for aged, pended encounters

August: $22,380 for aged, pended 
encounters

September: $124,060 for claims 
processing issues and incorrect encounters

December: $25,000 for administrative 
costs above contract requirements and 
$29,810 for aged, pended encounters
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Phoenix Children’s Hospital is one of 10 chil-
dren’s hospitals chosen by oncologist and 
entrepreneur Dr. Patrick Soon-Shiong for a 
new consortium that will share research in-
formation as part of the U.S. initiative: Can-
cer MoonShot 2020. The initiative’s approach 
includes immunotherapy with an emphasis 
on data access and collaboration between 
researchers, patients, doctors, patient ad-
vocates, biotechnology and pharmaceutical 
companies. 

The Chan Soon-Shiong Children’s Precision 
Medicine Institute at Phoenix Children’s Hos-
pital is a joint venture with Soon-Shiong. The 
institute is designed to serve as the exclusive 
national hub for pediatric genomic research 
and translational precision medicine to ad-
vance healthcare for young patients. The insti-
tute includes a technology infrastructure that 
provides complex genomic analysis and rapid 
transfer of genomic data.  

The Cancer MoonShot 2020 includes leaders 
from large pharma, biotech, academic cancer 
centers, community oncologists and others 
who are committed to accelerating the poten-
tial of combination immunotherapies as the 
next generation standard of care for 
cancer patients.

Soon-Shiong, the world’s wealthiest doctor 
rated by Forbes and the CEO of the highly 
influential NantWorks said during the 34th 
annual J.P. Morgan Healthcare Conference 
in January that the MoonShot is an “opportu-
nity to change healthcare forever.” In March, 
Soon-Shiong expressed confidence that the 
supercomputing infrastructure is now ready to 
meet the cancer challenge. 

PHX CHILDREN’S HOSPITAL
CANCER MOONSHOT 2020

Health Choice Arizona acknowledges there’s a 
problem with provider satisfaction and says it 
has already taken action to improve its service. 
In its response to a Notice of Cure from AHC-
CCS received earlier this year, the managed 
care organization says it’s developing solutions 
to rectify what it calls “underlying causes and 
systemic issues” in its operations that are criti-
cal to provider satisfaction. 

On Feb. 3, AHCCCS submitted a Notice to Cure 
to Health Choice to “immediately address and 
resolve provider complaints and improve upon 
provider satisfaction.” 

The agency sent the notice after providers in its 
fall 2015 survey registered their dissatisfaction 
with Health Choice in the areas of claims pro-
cessing, resolution, timelines, customer service 
and customer service staff. Providers voiced 
their concerns by scoring the insurer dead last 
in every category – an average of nearly 44 
percent saying they were very dissatisfied or 
dissatisfied. In response to the survey, Health 
Choice has turned its focus to three areas to 
improve provider satisfaction.

Even before the survey results were in, Health 
Choice said it recognized the challenges it was 
facing with providers and had begun to get to 
the root of the problem.

In October, the insurer added more staff to man-
age prior authorization (PA) requests resulting in 
a significant jump in requests processed per 
contract guidelines. In July, nearly 20 percent of 
standard authorizations and nearly 25 percent 
of expedited authorizations took longer than 
they should, but by December the insurer re-
ported a perfect 100 percent were processed in 
a timely fashion.

In the area of customer service, the insurer 
gave raises (11.5 percent for entry positions, 
wage adjustment for existing staff) and addi-
tional staff was added to answer provider calls 
more quickly, reversing a summer spike in July 
that left prior authorization seekers on the line 
an average of 4.5 minutes. By September, 
waiting in the PA queue took an average of less 
than 30 seconds.

The insurer says it has also sped up its adjudi-
cation and processing of claims, reducing its 
backlog of pending claims by 50 percent and 
handling clean claims in under 18 days. It also 
expanded its claims phone queue hours by an 
hour to align with physician operating hours.

Provider network service representatives and 
provider network services customer service 
call center staff will also now participate in a 
customer service training program called “Op-
eration ALWAYS” that addresses core custom-
er needs including listening, problem solving, 
and acknowledging errors. Along with cross 
training between customer service and claims 
processors, the insurer said it will provide 
monthly training, additional call monitoring and 
through May, bi-weekly team meetings with 
customer service representatives to “instill pro-
fessionalism, education and communication.”

In addition, the insurer’s provider service model 
was revised from an individual provider man-
agement model to a team approach. This 
model has a team administrative lead respon-
sible for the overall management of the provid-
er relationship, including resolution of provider 
complaints, supported by an internal and ex-
ternal provider representative. Providers with 
value-based reimbursement models operate 
with a single provider representative specializ-
ing in analytics and financial performance data.

To improve physician and physician engage-
ment, Health Choice recently added to its team 
three new associate medical directors. It has 
also created targeted resolutions for 31 provid-
ers with ongoing issues, and has pledged that 
all providers submitting complaints will receive 
a response from Health Choice within three 
days and in 30 days the complaint will be re-
solved or “significant progress made.” 

1. Accurate and timely processing of claims and 
prior authorization requests, to exceed regulatory 
and contractually established requirements;

2. Timely review and resolution of provider issues, 
to collaboratively and proactively prevent issue 
escalation – including a well‐defined process for 
addressing provider issues; and

3. Exceptional customer service provided by 
all staff.

HEALTH CHOICE ADDRESSES AHCCCS PROVIDER CONCERNS

“Today, the potential of genomics and 
proteomics is fully within our grasp. 
And with that comes promising new 
ways to combat cancer (in essence, 
combination immunotherapy), whose 
very success is optimized when we 
understand the complete molecular 
profile of a patient—from the DNA, to 
the RNA, to the protein.” 

Dr. Patrick Soon-Shiong



www.thehertelreport.com

The Hertel Report
29455 N. Cave Creek Road

Suite 118 Box 453
Cave Creek, AZ 85331

602-679-4322

Publisher: Jim Hammond
Managing Editor: Paula Blankenship

NEWSLETTER SPONSOR

Dr. Shaun Anand, Chief Medical Officer 
(CMO)  of Banner Health Network has ac-
cepted a new position in Texas with Memorial 
Hermann Physician Network as its senior vice 
president and CMO. 

Reginald “Reg” Ballantyne III,  senior strate-
gic advisor for Tenet Healthcare is scheduled 
to retire June 30 to become a consultant. 

Carol Cheney is now the COO for Banner 
Staffing Services at Banner Health. 

Renee Clarke, formerly senior manager, pro-
vider network management at Blue Cross 
Blue Shield of Arizona, is joining Phoenix Chil-
dren’s Hospital as director, payer relations and 
contract services. 

Ivette Gastelum is now a Care 1st provider 
network operations representative.

Kathy Geletei is now vice president of net-
work operations for CIGNA, She was for-
merly the director of network operations for 
HealthSpring in Tennessee.

Amber Gilroy is the senior vice president of 
operations for Cancer Treatment Centers of 
America in Goodyear.

Nate Malcolm is the new COO of Iasis’ Moun-
tain Vista Medical Center in Mesa.

Marc Schmittlein will replace Don Smith as 
president and CEO of CopperPoint Mutual 
Insurance. Smith plans to retire this summer. 

Kim VanPelt, formerly the director of state 
health policy and advocacy at Vitalyst Health 
Foundation, will join First Things First as its 
chief regional officer in May.

COMINGS & GOINGS
Last year, analysts predicted that premium 
rate increases would put the squeeze on con-
sumers shopping for health insurance cover-
age on HealthCare.gov during the 2016 open 
enrollment period (OEP). 

The double-digit premium jump didn’t materi-
alize; the national average premium increase 
was just $4 a month or 4 percent, according 
to ASPE’s latest issue brief. 

The most significant factor mitigating rate in-
creases is the federal advance premium tax 
credit or subsidies. Also impacting net pre-
miums paid by consumers was their ability to 
shop the HIM for a new plan offering
lower premiums.

In Arizona, approximately 60,000 members 
of Meritus Health Plans had no choice but to 
shop for new health insurance coverage after 
the co-op was closed days before the start of 
the 2016 OEP.  The closure certainly played 
a decisive role in why 73 percent of Arizona 
re-enrollees chose a new plan and saved an 
average of $41 a month or $492 a year in pre-
mium costs. Nationally, 43 percent of con-
sumers chose a new plan on HealthCare.gov, 
saving $42 a month or $502 a year.

In Arizona, there were significant changes in 
the plans offering the lowest monthly pre-
mium cost. During the first year consumers 
could purchase insurance on HealthCare.
gov (OEP 2013-2014), Health Net priced its 
plan aggressively and earned a large chunk 
of the state’s enrollment. In year two, Meritus 
Health Plan was often the lowest-priced plan 
available to Arizona consumers and this year, 
Phoenix Health Plan priced its plans to sell 
resulting in membership rolls totaling 
approximately 34,000. 

While nearly a quarter of HealthCare.gov 
consumers in Arizona switched insurers and 
saved, nearly 3,500 fewer people in Arizona 
chose coverage on the marketplace in 2016 
than the year before; 203,066 vs. 206,555. 

Local experts speculate that the loss of en-
rollment could be attributed to Meritus Health 
Plan members who may not have realized, 
despite efforts by the co-op and Cover Ari-
zona, that the insurance plan was no longer 

available and automatic re-en-
rollment unavailable. 

Despite the contraction of the 
2016 Arizona HIM due to the loss 
of Time Insurance, UA Health 
Plans and Meritus Health Plan, 
the state’s market continues to 
be competitive with 51 plans 
available from eight 
different insurers.

ARIZONA CONSUMERS CHANGE PLANS, SAVE BIG ON HIM 

HIM MONTHLY 
PREMIUM 
CHANGES

2015 
Avg. Mos. 
Premium

2016 
Avg. Mos. 
Premium

Change
in $’s

Change 
as %

Total Premium $356 $386 $30 8%

Net Premium 
w/Subsidies

$102 $106 $4 4%

Source: ASPE
2015 data from 37 states, 2016 data from 38 states using HealthCare.gov

HealthCare.Gov National Arizona

Enrollees 9.6M 203,066

% With Subsidy 85% 74%

Avg. Monthly Premium 
Without Subsidy

$396 $324

Avg. Subsidy $290 $204

% Enrollees w/Option 
to Enroll with Monthly 
Premiums Below $100*

74% 70%

*After subsidy                                                       Source: ASPE

Phoenix Business Journal recognized out-
standing women in business in April includ-
ing healthcare leaders Lisa Stevens Ander-
son, CEO of Banner Health Network, Molly 
Stockley, vice president of hospital growth 
for Cancer Treatment Centers of America at 
Western Regional Medical Center and Avein 
Saaty-Tafoy, president and CEO of 
Adelante Healthcare. 

OUTSTANDING WOMEN IN
ARIZONA HEALTHCARE

An eligible consumer’s tax credit is based 
on the premium of the second-lowest cost 

silver plan or benchmark plan available. 
Tax credits adjust if the benchmark 

plan’s premium changes.






