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Aetna & Humana

The merger of Aetna and Humana created a 
UL^� UH[PVUHS� 5V�� �� JHYYPLY�^P[O� H� ZPNUPÄJHU[�
footprint in the Medicaid and Medicare 
Advantage (MA) markets. The deal is expected 
to result in Aetna-Humana claiming at least 50 
percent of the MA market in 39 counties across 
the nation. The impact in Arizona is minimal 
since the companies’ MA and commercial 
footprints are complementary. 

Anthem & Cigna

A $48 billion deal was set in motion in July for 
Anthem to purchase Cigna but the insurance 
NPHU[Z� T\Z[� ÄYZ[� WHZZ� MLKLYHS� YLN\SH[VY`�
hurdles. A House Judiciary subcommittee 
announced in September it would investigate 
the impact of several pending mergers, 
including Anthem-Cigna and Aetna-Humana, 
on competition. Anthem is a member of the 
national Blue Cross Blue Shield Association, 
but unless the company explores other BC 
mergers, the deal will have little consequence 
in Arizona. Neither Anthem nor Cigna runs a 
Medicaid plan in the state.

Centene & Health Net

Centene’s purchase of Health Net in July was 
a boost for the Medicare leader. The deal 
increased the company’s national membership 
to more than 10 million. In Arizona, It enabled 
Centene to obtain an AHCCCS acute care plan 
and representation in the Health Insurance 
Marketplace (HIM) and commercial market.
 
Dignity Health

The Arizona hospital system partnered with 
Kindred to open Dignity Health East Valley 
Rehabilitation Hospital in Chandler. Dignity 
Health, as the controlling entity, also entered 
into a joint venture with Arizona Spine & Joint 
Hospital. The deal is a partnership between 
Dignity Health, physicians, National Surgical 

Hospitals and United Surgical Partners, Inc. 
Dignity Health, in a joint venture with Adeptus 
Health, opened Dignity Health Arizona General 
Hospital in Laveen and a new freestanding 
emergency room in Chandler.

7ÄaLY��(SSLYNLU
7YLZJYPW[PVU� KY\N� ILOLTV[O� 7ÄaLY� TLYNLK�
with Botox maker Allergen in October and will 
move its headquarters from the U.S. to Ireland. 
(UHS`Z[Z� YLWVY[� [OL� TV]L� ^PSS� HSSV^� 7ÄaLY�
to cut its tax rate from 25 percent to 17-18 
percent in Ireland, but tax law experts say it’s 
UV[�HU� PU]LYZPVU�ILJH\ZL�7ÄaLY»Z����WLYJLU[�
V^ULYZOPW�MHSSZ�ILSV^�[OL�����[OYLZOVSK���;OL�
KLHS»Z�YLWVY[LK�JVZ[�^HZ������IPSSPVU�HUK�[OL�
UL^�JVTWHU`�^PSS�IL�RUV^U�HZ�7ÄaLY�73*�

Tenet

The Texas-based hospital system took a 
majority position in a deal with Dignity Health 
and Ascension to purchase Carondelet Health 
System in Southern Arizona.

<UP]LYZP[`�VM�(YPaVUH��)HUULY�/LHS[O
The University of Arizona Health Network 
merged with Banner Health to create the 
Banner-University Medical Division securing 
its position as Arizona’s largest employer.  
As part of the deal, Tucson’s sole academic 
medical center will be rebuilt through a three-
`LHY�WYVQLJ[�ILNPUUPUN�PU�������;OL�KLHS�HSZV�
gave Banner ownership of its health plan line 
of business, including University Family Care, 
[OL�OLHS[O�Z`Z[LT»Z�ÄYZ[�(/***:�WSHU�

>HSNYLLUZ��9P[L�(PK
The drugstore landscape could be dominated 
by two choices if Walgreens completes its 
$17.2 billion purchase of Rite Aid. The deal 
would create the largest pharmacy chain in the 
U.S. with 13,000 locations. Arizona currently 
has 244 Walgreens locations. 

Also this year, several new partnerships 
were established in Arizona. Highlights 
include:

:V\[OLYU�(YPaVUH�/VZWP[HS�(SSPHUJL
-P]L� PUKLWLUKLU[�� UVUWYVÄ[� OVZWP[HSZ� PU� (YP-
zona joined together this summer to form the 
Southern Arizona Hospital Alliance. The hos-
pitals include Tucson Medical Center, Benson 
Hospital, Copper Queen Community Hospital, 
Mount Graham Regional Medical Center and 
Northern Cochise Community Hospital 
in Willcox.

;OL�(YPaVUH�/LHS[O�*VSSHIVYH[P]L
The Arizona Health Collaborative was es-
tablished this year. The network of 18 ur-
ban and rural health systems throughout 
Arizona generates more than $2.77 billion 
in net patient revenue. The group’s goal 
is to help hospitals collaborate to create  
sustainable healthcare organizations.

/LHS[O�:`Z[LT�(SSPHUJL�VM�(YPaVUH
After exiting from the Arizona Hospital and 
Healthcare Association several years ago, 
Banner Health, Dignity Healthcare, Honor-
Health and Tenet Healthcare Corp. joined forc-
es in December to create their own advocacy 
organization, the Health System 
Alliance of Arizona. 

*69,�0UZ[P[\[L�:WLJPHS[`�/VZWP[HS
The CORE Institute joined with Surgical Care 
(ɉSPH[LZ�HUK�SVJHS�PUKLWLUKLU[�WO`ZPJPHUZ�[V�
open The CORE Institute Specialty Hospital in 
7OVLUP_��;OL�OVZWP[HS�^PSS�OH]L�H�Z[HɈ�VM�Z\Y-
geons specializing in a variety of orthopedic  
specialty procedures including hip and  
knee replacements.
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Arizona shoppers on the HIM found more 
HMO options and higher sticker prices when 
the 2015 open enrollment period launched 
in November. 

State residents found premium prices in-
creased about 19 percent for a silver plan,  
more than double the national average rate 
PUJYLHZL�VM�����WLYJLU[��(IV\[����WLYJLU[�VM�
enrollees in 2015 picked the popular 
silver option. 

:OVWWLYZ�HSZV�MV\UK�TVYL�/46�VɈLYPUNZ�HZ�
many insurers, such as Blue Cross Blue Shield 
of Arizona, have faced higher than anticipat-
LK�JVZ[Z�VWLYH[PUN�WSHUZ�VɈLYLK�VU�[OL�(*(��
This  aligns with a nationwide trend of multiple 
big insurers that have shifted to HMO plans to 
keep prices down for consumers. 

3HZ[�`LHY�PU�(YPaVUH����������JVUZ\TLYZ�
selected or were automatically re-enrolled 
in a plan through the HIM as of February 22. 
([�WYLZZ�[PTL���������WLVWSL�PU�(YPaVUH�OH]L�
ZPNULK� \W� MVY� ����� OLHS[O� PUZ\YHUJL� JV]-
erage on the HIM. Open enrollment closes  
December 15 for coverage starting January 1.

As of December, about 1.8 million residents 
were enrolled in the Arizona Health Care Cost 
Containment System (AHCCCS). In July, 
Maricopa County  topped more than 1 million 
enrollees.

In August, AHCCCS announced a 
controversial proposal called AHCCCS Cares, 
which could impact 350,000 Medicaid-eligible 
HK\S[Z�� ;OL� WYVNYHT� PUJS\KLZ� H� Ä]L�`LHY�
lifetime enrollment limit on “able-bodied” state 
residents, new co-pays and premiums for 
ZWLJPÄJ�LUYVSSLLZ�HUK�[OL�H�YLK\J[PVU�VM�UVU�
emergency transportation coverage for certain 
ILULÄJPHYPLZ��

Gov. Doug Ducey said the plan allows Arizona 
residents to “take charge of their own health.” 
The changes were submitted for federal 
approval as a part of its new Section 1115 
Waiver. The state’s current waiver expires 
:LW[LTILY�����������

The federal government’s plan to modernize 
Medicaid managed care regulation continues 
to elicit criticism. The new initiative, which was 
introduced in May by CMS, would identify 
minimum standards for provider screening 
and enrollment, expand managed care 
plan’s responsibilities in program integrity 
LɈVY[Z��YLX\PYL�HKKP[PVUHS�[YHUZWHYLUJ`�PU�[OL�
managed care rate setting process and add 
a standard for the calculation and reporting of 
medical loss ratios.

(/***:� +PYLJ[VY� ;VT� )L[SHJO»Z� ���WHNL�
letter to CMS stated Arizona’s concerns, 
which mostly centered on a fee-for-service 
requirement and administrative burden that 
would come with new areas of reporting  
and oversight. 

“Many of the proposals will impose 
considerable resource and budgetary burdens 
^P[OV\[�JVYYLZWVUKPUN�ILULÄ[�¹�ZHPK�)L[SHJO����

In early 2015, Arizona state legislators ap-
proved a 5 percent cut in provider and plan 
payments. However, the pay cut was canceled 
after AHCCCS received vociferous feedback 
from the provider community regarding the 
negative impact of the cuts on patients and 
the loss of millions in federal matching funds. 
The state agency also attributed the cut’s can-
cellation to lower than anticipated utilization 
numbers and additional dollars from a pre-
scription drug rebate program.

The majority of healthcare organizations 
said the transition in October to ICD-10, the 
latest revision of the International Statistical 
*SHZZPÄJH[PVU�VM�+PZLHZLZ�HUK�9LSH[LK�/LHS[O�
Problems, was successful. 

ICD-10 expanded the amount of diagnostic 
JVKLZ�MYVT��������[V���������

/,(3;/*(9,�.6=�<7+(;,

The Centers for Medicare and Medicaid Ser-
vices (CMS),  reduced Medicare payments for 
hospitals that scored high in the hospital-ac-
quired conditions beginning 
in January. 

Under the HAC Reduction program, 13 Arizo-
na hospitals landed in the top quartile with a 
score of 7.5 or greater. The CMS ranking sys-
tems logs the best performing hospitals with 
H���HUK�[OL�^VYZ[�^P[O�H����� �;OL�Ä]L�Z[H[L�
hospitals with the worst scores included Mar-
icopa Medical Center, Phoenix Indian Medical 
Center, Mercy Gilbert Medical Center, Banner 
Ironwood Medical Center and Sells Indian 
Health Service Hospital. 

A change to the Medicare Physician Fee 
:JOLK\SL�PU������^PSS�HSSV^�KVJ[VYZ�HUK�V[OLY�
healthcare professionals to bill Medicare up to 
�����MVY�LUK�VM�SPML�KPZJ\ZZPVUZ��7YHJ[P[PVULYZ�
can bill Medicare for up to two consultations 
with patients and schedule the advance care 
planning sessions at a time 
deemed appropriate.

�����5(;065(3�4,+0*(9,�5,>:
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After Gov. Doug Ducey signed an order in 
April allowing Arizona residents to obtain 
medical tests without a doctor’s order, Thera-
nos, a California-based consumer healthcare 
technology company, quickly established a 
THYRL[� PU�[OL�Z[H[L�MVY� P[Z�ÄUNLY�Z[PJR�ISVVK�
tests. But the tests, many of which the com-
pany said would cost around $10, have 
raised questions. 

Theranos halted nearly all of its signature 
stick tests after the FDA announced it was 
reviewing the company’s nanotainer tech-
nology for regulatory reasons. Inspectors 
from the Arizona Department of Health Ser-
]PJLZ� �+/:�� HSZV� MV\UK� KLÄJPLUJPLZ� H[� [OL�
company’s Scottsdale lab, which would 
process more than 1 million tests annually. 
;OLYHUVZ� OHZ� KLUPLK� [OH[� [OL� KLÄJPLUJPLZ�
noted in the DHS report impacted the accu-
racy or reliability of tests or patient results. 
The lab has a presence in about 40 Phoenix  
Walgreens stores.

;/,9(56:»�-05.,9�:;0*2�;,:;��
:*6;;:+(3,�3()�<5+,9�:*9<;05@

In April, Congress passed, by bipartisan 
landslide, the Medicare Access and CHIP 
Reauthorization Act of 2015 (MACRA), 
which included the repeal of the Sustain-
able Growth  Rate (SGR) formula for paying 
Medicare claims.  

The new law sets forth  two methods of set-
ting rates for providers, one for those par-
ticipating in a Medicare ACO and the other 
through the Merit-based Incentive Payment 
System.  

Either way, starting in 2019, all providers 
will be subject to variable rates that reward 
quality reporting.  In the meantime, CMS 
plans an annual average payment 
increase of .05 percent.

4(*9(�5,>:���907�:9.
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2PUN� ]Z�� )\Y^LSS! Insurance subsidies 
\UKLY� [OL� (ɈVYKHISL� *HYL� (J[� �(*(�� ^LYL�
kept in place thanks to the June 25 King vs. 
Burwell Supreme Court decision. The move 
ZLJ\YLK�Z\IZPKPLZ�MVY���TPSSPVU�WLVWSL� PU����
states who enrolled on the HIM. 

*VUNYLZZ�WHZZLK a two-year budget deal 
impacting payments to hospital-owned OP 
facilities, Part B premiums and generic drug 
prices for Medicaid patients. Under the new 
deal, hospital-owned physician practices will 
no longer get paid higher rates than indepen-
dent practices. The new budget also calls for 
a $14 monthly premium increase for certain 
7HY[�)�LUYVSSLLZ�PU�������H�ZPNUPÄJHU[S`�SV^LY�
rate than the 52 percent hike that would have 
kicked in if lawmakers failed to act. Also in-
cluded, the Medicaid Drug Rebate Program, 
which requires generic drugmakers to pay 
higher rebates if prices rise too fast.
 
;OL�+LWHY[TLU[�VM�1\Z[PJL»Z request to 
stop a lawsuit challenging the Obama ad-
ministration’s power to change the ACA was 
denied by a federal judge in October. The 
same judge ruled earlier this year that Con-
gressional Republicans have merit to sue 
the administration over the funding strategy  
for the ACA.

/LHS[OJHYL�^HZ�WYLZLY]LK for more than 
350,000 Arizona residents in August after a 
Maricopa County Superior Court judge up-
held a hospital assessment to help fund 
Medicaid expansion. Opponents of the rul-
ing, including lawmakers and the Goldwater 
Institute, are expected to appeal the deci-
sion. Full federal funding will decline 
ILNPUUPUN�PU������

The federal government’s limit on risk cor-
ridor payments creates yet another hurdle 
MVY�UVU�WYVÄ[�OLHS[O�PUZ\YHUJL�JV�VWZ��6US`�
half of the nation’s co-ops remain in opera-
tion, a rapid decline in 2015 due to a variety 
VM�MHJ[VYZ�MYVT�LUYVSSTLU[�U\TILYZ�[V�ÄUHU-
cial health. Coast-to-coast closures have 
ZLU[�O\UKYLKZ�VM�[OV\ZHUKZ�VM�ILULÄJPHYPLZ�
shopping for new plans.

Co-ops are eligible for the ACA’s Transi-
tional Reinsurance Program, one of three 
WYVNYHTZ� H]HPSHISL� [V� VɈZL[� [OL� JVZ[Z� VM�
expensive enrollees and stabilize insurance 
premiums through federal funding.  The feds 
said it would provide a pro-rated fraction of 
[OL�HTV\U[�ULLKLK�·������WLYJLU[�VM�[OL�
$2.87 billion the insurers requested in 2014 
through risk corridor payments. 

The latest casualty in the co-op marketplace 
decline, Meritus Health Partners, hits close 
to home. Arizona’s only co-op announced in 
November it would cease operations by the 
end of 2015. The move came after the co-
op’s plans were pulled from the exchange 
a few days before November’s open enroll-
ment. Meritus was placed under an order 
of supervision by the Arizona Department 
of Insurance, which it declined. The closing 
HɈLJ[Z�HIV\[��������4LYP[PZ�ILULÄJPHYPLZ��

The lack of transparency over pricing tech-
niques came under public scrutiny as sev-
eral pharmaceutical companies drastically 
increased their drug costs, by as much as 
4,000 percent overnight. 

The cost of drugs and the methods behind 
how prices are set became a focus for law-
makers and political candidates after Valeant 
Pharmaceuticals dramatically spiked its 
prices on several prescriptions and Turing 
Pharmaceuticals increased the price of its 
Daraprim from $13.50 to $750 per pill.

In November, House Democrats launched 
;OL�(ɈVYKHISL�+Y\N�7YPJPUN�;HZR�-VYJL��;OL�
Department of Health and Human Services 
is also currently analyzing new consumer 
protection methods while political candi-
KH[LZ� HYL� VɈLYPUN� ZVS\[PVUZ� YHUNPUN� MYVT�
capping out-of-pocket costs to facilitating 
price negotiations. 

)LULÄJPHYPLZ�LUYVSSLK�PU�(JJV\U[HISL�*HYL�
Organizations (ACOs) continued to expand 
UH[PVU^PKL� HUK� HSZV� HJOPL]LK� ÄUHUJPHS�
savings, according to 2014 performance 
data released in August by CMS.

Nationally, 92 of 333 MSSPs held spending 
[V������TPSSPVU�ILSV^� [HYNL[Z�HUK�LHYULK�
$341 million in shared savings. There were 
89 ACOs that reduced healthcare costs 
below their benchmark, but did not save 
enough to qualify for shared savings. Over-
all savings generated for CMS from the 
4::7�WYVNYHT�^HZ������TPSSPVU�PU������

Scottsdale Health Partners, which started 
as an MSSP in 2014, was the only Arizo-
na MSSP to earn a share in savings.  They 
saved $3.7 million and will receive $1.8 mil-
lion in shared savings.  

Commonwealth Primary Care ACO is the 
only other active MSSP ACO to reduce 
spending, but not enough to share in sav-
ings.  Commonwealth saved nearly $2.2 
million. All active Arizona MSSP’s reported 
quality measures. 

Yuma Connected Care did not report qual-
ity measures, but has left the program.  Ar-
izona Priority Care, which also recently left 
the program, reported quality measures 
and saved just over $200,000.  All other 
Arizona MSSP’s spent above their bench-
marks.

The Pioneer ACO Model is currently serv-
PUN� V]LY� �������� 4LKPJHYL� ILULÄJPHYPLZ�
nationwide The only Pioneer ACO in Ari-
zona, Banner Health Network, saved $29 
million in 2014 earning a shared savings of 
$19 million.

The Next Generation ACO Model, an initia-
tive from CMS, will soon provide Arizona 
residents with a new ACO option and help 
CMS move toward its goal of adopting al-
ternative payment models. 

Applications are currently under review and 
15 to 20 ACOs are expected to participate. 
Providers will be paid based on quality of 
care and will be subject to public reporting 
metrics. The program will include regional 
ILUJOTHYRZ�HUK�ÅL_PISL�WH`TLU[�VW[PVUZ��
It will utilize four payment systems and two 
risk tracks that include a combination of 
fee-for service and capitation.
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