Attachment A: Federal Employees Health Benefits--Patients” Bill of Rights

2. Agency Assessment Directive
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November 248, 1987

MEMORANDUM FOR THE SECRETARY OF DEFENSE
THE SECRETARY OF LABOR
THE SECRETARY OF HEALTH AND HUMAN SERVICES
THE SECRETARY OF VETERANS AFFAIRS
THE DIRECTOR OF THE OFFICE OF PERSONNEL
MANAGEMNENT

SUBJECT : The Health Care Congumer Bill of Rights and
Responaibilivies

t

L.ast spring, when I appointed the members of the Advisory
Commigsion on Consumer Pyrotection and Qualiry in the Health
Care Industry, T specifically chayged them to develop a comsumer
bill ©f rights., This periocd of rapid chonge and experimentation
in che way Americans receive and pay for their medical care ‘
holda the promise for improved gualivy, greater cheoice, and
lower eaxpense. At the game Cime, we must identify and protech
certain fundamental rights of patients and their families so
that, whatever heaith caye delivery system they choose, they
can obtain the information and care they need when necessary.
Health care consumers also need to understand their respon-
gibilicies in a changing health care esgvironment to ensure

that they gat vthe best possible vare., Confirming such rights
and rseponsibllities ip critical ve emsuring thav the guality

of medical care does not guffer as we sagk to axpand access

and impreove zfficiency of delivexry.

The Consumezr Bill of Rights and Responsibilities in Health
Care, issued today by the Commission, fully lives up to my
high expactacions. The members of the Commission have hrought
b beay their own considerable sbilities and have obtaiped
information from a wida range of sources. This Bill of Rights
and Respongibilities is a2 cemprehensive and thoughtful document
thar will he an excellent guide as we move through this
transition in health care dslivery. We must take steps to see
that the rights contained in this document becows a reallity fox

all Amerigans. .
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Therefore, I hereby direct you to take the following actious
conaistent with the mission of your agency.

First, I direct you to determine the extant of your currzent
compliance with the recommendations of the Commission.,

Second. I direct you to use your administrative authorities,
including sxisting reqularions, advisoriss, and other guidance
regarding health plans urnder their vespective jurisdictione to
initiate appropriate administrative actions compistent with the
recommendations of the Commission. ’ ’

Third, I direct you to identify the statutory impediments to
corpliance with the recommendacions of the Commission.

Finally, I direct you to report back to me, through the

Vice President. by February 1%, 1998, with your fLindings

and the administracive acticns you have already undertakan
and will underxtake to effeet the Commission’e recommendations.
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Attachment A: Federal Employees Health Benefits--Patients” Bill of Rights

3. Agency Compliance Directive



THE WHITE HOUSE
WASHINSTON

February 20, 13%8

MEMORANDUM FOR THE SECRETARY OF DEFENSE
THE SECRETARY OF LABOR
THE SECRETARY OF HEALTH AND HUMAN SERVICES
THE SECRETARY OF VETERANS AFFAIRS
THE- DIRECTOR OF THE OFFICE OF PEREONNEL
MANAGEMENT

SUBJECT: Pederal Agency Compliance with the Patient Bill
af Rightp

Last November, [ dirscted vou to review the health care programsg
you administer and/or oOversee and report to me on the level and
adequacy of the patient protections they provide. Specifically,
I aaked you to advise me on the extenr o which those programs
are in compliance with the Health Care Consumer Bill of Righcs -
{thes "Patient R8ill of Rights*) recommended by the Advisory
Commignion on Consumer Protection and Quality in the Health Care
Induatyy {*the Quality Commiaaion®).

testerday, you formally conveyed your reports to me through
Vice President Gore. He advipes me that gach of your agencies
ig well on itas way toward full compliance with the patient
protactions recommended by the Quality Commission. By doing
8¢, YOur agencies will gerve as atromg models for health plans
in the private gector.

Under your leadership, we ares showing that it is popasible and
degirable to ensure that patients have the tools they nesd to
navigate through an increasingly complex health care delivery
gyastem. Mo are showing that common sense aolutionae for all too
common problems in our health gyatems are the right prescription
not only for beneficiaries of Pederally administered programs,
but for wur private sector colleagues as well. Your efforcs
illustrate that patient protections can be accomplished without
exceggive costy or regulations.
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While the news i3 encouraging, your reporte alge indicate that
we have not completed the job. Although Federal health programs
are caking a leading role in providing protections Lo patients,
your report indicates we have the regqulatory and adminiscrative
aythority to come inte substantial compliance with the Patient
8ill of Rights, and I believe vhat this should be one of my
Administration’s highest pricrities.

Therefore, I hereby direct you te take the following acticns
consiztent with the missicna of your agencies to come into
compliance with the Patient Bill of Righta.

The Secrecary of Health and Human Services ahall:

° vake all appropriate adminigtrative actions to
ensure that the Medicare and Medicaid programs come
into subgrantial compliance with the Patient Bill of
Righta, including access to specialists and improved
participation in treatment decisipns, by no later
than December 199%; and

o notify all State Medicaid directors that emergency
room ¢are protections should be consistent with the
Patient Bill of Rights.

The Direccor of the Office of Personnel Management shall:

® ensure that all 350 Federal Employees Health Benefits
Plan (FEHBP) participating carrviers come into
contractual compliance with the Patient Bill of
Righta, particularly witch regard te access to
specialists, continuity of care, and access Lo
emergency room services by ne later than December 31,
1999: and

® with respect to participating carriers, propose
regulations to prohibinu, within 30 days, praccices
that restrict physician-patient communications
about medically neceagary treatment options.

The Secretary of Veterans Affairs shall:

& take the necessary administrative action to
engsure that a sufficient appeals process ig in
place throughout the Veteran’s Health System by
Jeptember 30, 1998; and

* isgue a policy directive to ensure that
beneficiaries in the Veteran’s Health System
are provided information consistent with the
Patisnt BHill of Rights by September 30, 1998,



The Secrarvary of Defense shall:

e earablish a strong grievance and appeals procgss
consistent with the Patient Bill of Rights chroughout
the milivary health system by September 30, 1998;

L issue a policy directive to promote greater use,-
within the military health system, of providers
who have specialized training in women’s health
imsues to serve as primary care managers for female
beneficiaries and to ensure access to specialista
for beneficiariesg wirh chronic medical conditions
by September 30, 193%8; and

. igsue a policy dirsctive te ensure that all
patients in the milivary health system can fully
discuss all treatment options. This includes
requiring disclosure.of financial incentives te
physicians and prehibicing *gag clauses® by
Septembey 30, 13998,

The Secretary of Labor shall: ¢

. propose regulations o strengthen the internmal appeals
process for all Employves Retirement Income Security
Act [{ERISA} health plans to ensure that decisions
regarding urxgent care are resolved within 72 hours
and generally resolved within 15 days for non-ugrgent
care; and

® propose regulations that reguire ERISA health plans
to ensure the infermatiosn they provide to plan
parvicipants is congistent with the Patienr Bill
of Rights.

z
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4. Office of Personnel Management Reports



UNITED STATES
OFFICE OF PERSONNEL MANAGEMENT

WASHINGTON, DC 204150003

JFFICE OF THE DIRECTONR FEB 2

9 1om

" The President
The White House
Washington, DC 20500

The Vice President
The White House

Washington, DC 20500
Dear Mr. President and Mr. Vice President:

When you endorsed the Health Care Consumer Bill of Rights and Responsibilities, you
instructed the Office of Personne]l Management (OPM), together with four other agencies, 10
report on their current and future compliance with its provisions. OPM's report accompanies this
letter.

As you know, OPM administers the largest employer-sponsored health benefits program in the
nation, the Federal Employees Health Benefits (FEHB) Program. Given a total membership of
9 million Americans and with 350 participating health benefits carriers, the FEHB Prograrm is
well positioned 10 influence the health care marketplace for the benefit of all consumers.

We are pleassd 1o point out that the accompanying report reveals that the FEHB Program is
currently in substantial compliance with the righis enumerated for health care consumers and that
complete compliance is within reach with no legislative impediments. The Program is
frequently cited a5 & model in which managed competition bas produced both quality and cost
effective bealth beoefits. Unparalieled consumer choice is a hallmark of this Program, which
rests on comprehensive consuner information and equitable treatment across participating plans,
The Program has incorporated an independent third party review of grievances and sppeals for
over 20 years, All of these features are fimdamental to the rights you have endorsed for ail
COBSUmers.

In order to MWcMmpmmM&mM%CmB&af&mw
Responsibilities, several actions are noeded, First, we should communicats our expectations that
FEHB carriers will work with us to become fully compliant with the consumer rights. Second,
regulations will be necessary in order to prohibit “gag orders™ and similsr mechanisms from
inhibiting a provider's ahility to advise patients. Third, OPM should underteke 2
communications campaign. to assure that FEHE earolless become aware of their rights and
responsibilities, and what they can expect from OPM and their FEHB carriers in the future,
Finally, the FEHB Program could be strengthened by sdopting s more broadly accepted survey
m&m@é&mmzdﬂm}’MSm Lse of this survey can

L5 1314
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Mr. President and Mr. Vice President 2

give Federal participants a better set of comparative data about health plan performance.

We look forward 10 completing the implementation of the Health Care Consumer Bill of Rights
throughout the FEHEB Program and hope that our leadership serves all our nation’s health care
consumers. . .

Sincerely,

e ;‘g é;ﬁﬂm»mk_

Janice R, Lachance
Direcior )

Enclosure



Implementing the Health Care Consumer Bill of Rights
and Responsibilities in the Federal Employees
Health Benefits Program

Executive Summaury

Introduction

The Federsl Employees Heaith Benefits (FEHB) Program is, by far, the largest employer
sponscred health benefits program in the United States with 4.1 miilion enroliees and
million covered lives. The FEHB Program encompasses 350 carriers and is cited as 8
udel health care program where managed competition bas produced cost effective
results. Consumer choice is the hallmark of the Program, The typical FEHB enroliee has
a dozen plans from which to choose including Managed Fee-for-Service Plans, Preferred
Provider Organizations (PPQO), Poim of Service (POS) products, and Heaith Maintenance
Organizations (HMO).

The FEHB Program is currently in substantial compliance with the eight broad principles
of the Consumer Bill of Rights. Comprehensive consumer information and equitable
trestrment across participating plans are fondamersal to the Program’s hallmark, )
consumer choice, Current adherence to the Consumer Bill of Rights is 3 matter of
consistency and degree, with ell, or a majority of plans meeting some provisions.

The Qffice of Personnel Management (QPM) will comaunicate its policy and benefit
expectations for the 1999 contract year in 3 letter sent to carriers in March  This jetter
will include our expectation that carriers work with OPM to achisve comtractual
compliance with the Consumer Bill of Rights by the end of 1999, with full
impiementation projected for the year 2000, The ferter will ask carriers to assess their
current complisnce with the Consumer Bill of Rights and how they propose to achieve
full compliance within our required timeframes.  Actions required on the part of carriers
will vary, as will the timeframes necessary to schieve full complisnce. For example,
soms carnesy already have much of the required information sbout plan characteristics
end performance whils others will need to coliect and summarive information. OFM will
facilitate xnd encourage the progess by providing leadership, identifving and publicizing
best practices, snd developing frameworks and standards,

To kick the process off, OPM will feature information about the Consumer Bill of Rights
on our Web page with a link to its full text and background information  This will
quickly commmunicate the Consumer Bill of Rights to FEHB participants so that they
become sware of their responsibilities and the information they can expect in the future.
Litersture provided o consumers in the 1999 and 2000 contract years will clearly
delineate what consumers can expect from individual plans.
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1L Information Disclosure

Consumers have the right to receive accurate, easily understood information and
some require assistance in making informed health care decisions ahout their health
plans, professionals and facilities,

OPM and its carmiers currently publish heslth benefit brochures, provider directories, and
comparison charts in multi-media formats that contain information on available plan
types, benefits, limitations, maximums, exclusions, referrai procedures, provider types
and geographic location, quality assurance indicators, customer satisfaction survey
results, and internal and external dispine resclution procedures.

Other information required by the Consumer Bill of Rights will be reiatively ezsy to
collect from health plans and providers such as license, certification, disenrollment rates,
sccreditation status, carporste form, years in existence, and compliance with state and
federni requirements. Aggregate provider (physician and facility) network information
will be more difficult for PPO plans to develop than for HMO and FOS plans due to the
size of their networks, limited contractual control of providers, and the fact that this jevel
of network detail has not previougly been required.

The technical information contained in the Consumer Bill of Rights will require
development, compilation and refinement into consumer friendly formats. This
information includes formulary development and experimentalinvestagational
determination procedures, potential conflicts of interest, provider experience with and
volume of procedures, provider compliant procedures, care management protocols,
provider service and clinical quality indicators, and ;xrmfzéa' and heahh plan
compensation fTANgements.

OPM’s letter to carriers in March will set forth our expectation that casriers begen
collecting and summarizing information not yet available, and proposs formats far
presentation of currently avaiisble information to consumers in 1959,

IL  Choice of Providers and Plans &
Consumers have the vight to » choice of heaith carve providers that is sufllclent to
mmwwwmmunwwm

OPM currently offers consumers » wide choice of health care deliver systems that can
provide coverzge for, and access to, any licensed or cestified provider, OPM'51350
carriers provide s choice of approximately one dozen health plans in arvy one geographic
location. Contimiity of coverage is sssured through temporary continustion of coverage
and conversion opportunities when enrollments terminste, and hospitalized members
have up to 92 days, or until discharge, to continue coverage under their current plan or
option in the event of a change in plan or option. Network adequacy is assured during the
FEHB Program carrier application process,



OPM will work with carriers 1o assure that there is reasonsble access to specialty care, for
the purpase of care continuity, where it makes sense taking into consideration clinical
sfficacy, plan design characterisiics, and cost. OPM will extablish guidelines 1o create
caonsistency within the gxmgram m its Jester to carriers in March.

Ifl. Access to Emergency Services

Consumers hBave the right to access emergency health care services when and whem
the need arises. Heaith plans should provide payment when a consumer presents to
an emergency department with acute symptoms of safficient severity—including
severe pain—auch that a “prudent layperson” could reasonably expect the abrence
of medical attention to result in placing that consumer's health in serious jeopardy,
serious impairment to bodily functions, or serions ﬁyﬁa&cﬁw of any bodily organ
or part.

All health plans under the FEHB Program cover members for emergency services
whenever and wherever needed. The Emergency Benefits section of plan brochures
explains procedures for accessing services, the avzilability of urgent care centers, and
lists applicable cost sharing,

Qur March letter will provide direction to carriers to utilize the “prudent layperson™
standard when reviewing emergency care visits for coverage digibility,. We will slso
express our expectation that camers fully educare consumers regarding the avaiiability,
location, and use of emergency care facilities, as well a2 our expectation that conrscting

emergency room personnel comtact health plans as quickly as possible in order to
coordinate followsup-care.

IV.  Participation in Treatment Decisions

Cousnmers have the right and responsibility to fully participate in sll decisious
related to their health care. Consumers who are unable to fully participate in
treatment decisions have the right to be represented by parents, gnardians, fzmay
members, or other conservators.

OPM encourages consumers to take an active role in the decisions that affect their beskth
and welfare, rommummgmmmmmm
mmm&mmm tisfaction, RCQAmaémﬁm
COTSUMErs.

QPM's March letter will communicate to carriers our expectation that contracting
providers fully discuss trestment options, consequences of non-treatment, enure
adequate communication with disabled and non-English speaking persons, discuss
advanced directives, and abide by patiemts or desipnated representatives decisions
consistent with the informed consent process. We also will inform carriers that we will
eliminate “gag” clauses wrder the FEHE Program by working with them to publish an
FEHR Reguiation effectuating this change.


http:Consu.me

V.  Respect and Nondiscrimination

o Consumers have the right to considerate, respectful care from all members of
the hesaith care system at all times and under all circumstances. An environment
of mutual respect is essential to maintain a quality hesith care system.

¢ Consumers must not be discriminated agamst in the delivery of health care
services cnnsistent with the benefits covered in their policy or as required by law
based on race, ethnicity, national origin, religion, sex, age, mental or phyncal
disability, sexual orientation, genetic information, or source of paymezt.

o Consumers wbo are eligible for coverage under the terms and conditionsofa
hesaith plan or program or as required by law must not be discriminated against
in marketing and earoilment practices based on race, ethnicity, national origin,
religion, sex, age, mental or physical disability, sexual orientatiou, genetic
informstion, or source of payment.

The FEHB Program has a longstanding tradition of respect for its customers and prohibits
discriminatory practices through a variety of legal provisions throughout its authorizing

- legislation.

Our March letter will require carriers and conmcung providers to assure that FEHB
participants:

receive respectful treatment
have access to copies of laws prohibiting disrespectful or

discriminatory treatment when requested

are assured appropriate time during visits to address concemns
are provided with timely notice of changes in billing practices
are helped to overcome cultural, physical, or language barriers
are not unnecessarily delayed and apologized to when delays
are unavoidable

VL Confidentiality of Health Information

Consumers have the right to commnnicate with health care providers in confidence
and to have the confidentiality of their individually identifiable heaith care
information protected. Consumers also have the right to review and copy their own
medical records and request amendments to their records.

L4
-

FEHB Program benefit brochures currently guarantee confidentiality of health care
information for Federal members.

OPM’s March letter will not address the confideatially issue since the FEHB Program is
currently fully in compliance. - : :



VIL. Complaints and Appeais

All consurners have the right to & fair and efficient process for resolving dilferences
with their heaith pians, bealth care providers, and the institutions that serve them,
including a rigorous system of internal review and an independent system of
external review,

In accordance with longstanding legisiation, all health plans in the FEHB Program have
internal appeal processes and OPM provides the extry protection of an external appeal
pracess. OPM's external appeal procsss begins afier a consumer requests their carrier 1o
reconsider a benefit denial and the carrier affirms the denial. Consumers than have up 1o
90 days to appeal the denial to OPM from he date the carrier affirmed its original denial
or 30 days fter the consumer requested the cammier 1o reconsider & denisl, gad the carrier
has ok responded. By virtue of OPM's contract with carriers as well as FEHB law, OPM
hasx final decision making authority to settle s appesl.

OPM's March letter will request that carriers review their internal procedures to assure
that they are in compliance with the detailed requirements of the Consumer Bill of

Rights.

VIill. Consumer Responsibilities

In » heaith care system that protects consumers’ rights, it is reasonable to expeet
and eancoursge consumers to assume reasonable responsibilities. Greater individual
involvement by consumers in their care increases the likelihood of achieving the best
outcomes and belps support a quality impmvemmt, cost~-conscious environment.

In the FEHB Program, our benefit brochures emphasize the member's respoasibility to be
informed abenst health benefits and indicate where information can be accessed regarding
enrolimen procedures, eligibility, and benefits.

OPM will immedistely initiate the necessary cormmuzication plan to assure that
consumers are advised of their responsibilitics. We have & sumber of commuaication
vehicles svailable such 25 plan brochures, comparison chartt and an Internet Websith,



Implementation Action Plan

I Information Disclosure

Consumcrs have the right to recelve accarate, easily understood nformation and some require nssistance in making informed

health care decisions about thelr health plans, professionals and facilitles.

OPM currenily publishes health benefit brocimres that contain information on benefits, limitations, exclusions, referral procedures, and dispute
rescintion procedures, Our Guide to Emploven Health Benefit Plans contains information on available plan types, quality assurance indicatars, and
customer satisfaction survey results.  Plan provider directories contain information oo vatious provider types and goographic location. Muost of this

information is presented in multi-media formats, which include Intemnet acoess,

The Bill indicates thet Consumer Assistance Programs should be created to inspire consumee confidence, provide a safety valve, and fosier
collaboration betwoen the different plavers of gw bealth care system. QPM xerves this function for Federal employecs.

Information Disclosure

Implementation Strategy

Benefits, Cost Sharing, snd Dlspute Resolutlon (Prior te Enroflment)

» Bmﬁmpmmdl@mwmmwmueﬂmmgug tifetime or

Curvently in comphiance. Plan brochiures and ch sile
coalain the rexquined information.

Call Lester will roguine that necessary infonsation is i
plan brochures. L

ol Plan et iuics 208 Ferformanes bnforaation Brior o Baroloed

Q\««:\x

»  License, certifioation, disenrellment rates end scoreditation status.

OPM currently requires most of this information in the
carrier application proocss. We witl work with carriers 1o
make it available to consumers in 1999,

»  Service, clinical quatity, and custorer stisfisction performance measures.

Customer satisfaction data curvendly in place
Servior messures will be perfocted] in 1999 for
implementation tn year 2000

¢ OPM is sctively encouraging testing of clinical
quality measures and will imglement s they become
available and gre validated

Heslth Plan Characteristies and Pecformance Information (Upos Reguent)

. mamwmmwﬁm
.* mmafmmmwmwmm woafidentiality, and

transfer of medical records,

OPM currently requires most of this information in the
carsier spplication process.  We will werk with cerriess o
make it wveliable to consumers in 99,




Information Disclosure

Implenmentation Strategy

Network Chavacteriatios
»

Aggregate information an the mmmbers, types, bosrd centification status, and geographic

" distridestion of primary care providens snd specialisis.

s OPFM currently reguires most of this isformation in
the carvier ppplication process for HMO and POS

'+ Names, bosrd coetification statos, and geographic focetion of PCPs; whether scoepling new plans. We will work with carricss to make it
paticuis; language(s) spoken, svailsbility of interpreter, and whether facilities sre secessible wvatiable to consumers. PPOs will nood more time o
1o dissbled people. compile wnd dissertdnating (his type of information,
sJ*  Provider compensstion methods snd sdditioaal fiaancial Incentives (bonus, withhold ect). Waork with the carrdens 1o schicve comptiance will
: ' tegin immedintcly
«  Directories for HMO and POS products aircady
rommunicste provider geographic distribution,
specialry, and panel availability,
“I#  Rules regarding coverage of oul-of -network services, and applicable rates of cost sharing, Currendly in compliance. Plan brochures and Web site
WV "e  {nformation sbout circumstances under which primasy care referrai is required 0 sooess currenily comasunicate this infarmation,
specialty care,

A4 Infermaion sbouwt what options exist for 24-bour coverage and whether enmlices have

SOOess 0 Urgent care centers.
Netwark Onarecteristics {Epon Regoest)

e Names, bosrd certification status, snd geographic focation of specialisis and speciality care OPM currently requires most of this information ia the
centers; whether scoepting new patients; Ianguage(s) spoken, aveilatdilty of interpreter, and | Carvier spplication process for HMO and POS plans. We
whether facifities are soaeasible o dizsbled people. will work with carricrs to mske it available to consumers

“J* Namws, sccreditation siatus, and geogrephic location of bospitalx, home health agencies, in 199%. PPOs will need more time to compile and

rebabilitstion and fong-teem care cilittes; whether pecepting new patients; Laingiage(s)

disseminste Wde type of information. Action will be
initialed immedistely to achicve compliance in 2000,

socken pvailability of interpreter services: and whether sovessitils to disabled people,




Implementation Strategy

» m&&mmmuﬁmiﬁmwawﬁw standards pertinent to
patient's clinical crcumstiances.

o/ Whether plan has spocial disease management programs or programs for persons with
Alsabilities.

\/‘mnwm&ﬁcmmm‘klnﬂmmzmw provedures for
vonsidering requests for petient-specific walvers.
s/ Quatifications of revicwers st the primary and appeals fevels.”

Call Letter will indtiate process of compiling s
summarizing technical information in congumer ﬁ:endiy
formuts and making it available to enrolloes.

Heslth Professionn! Information

/ Whether owvnership or affiliation arrangement with provider group or institulion would
mukc 1t iikeky that a consumer would be referred 1o panicular specialists or facility or receive

. llw lhe provider |y compensaied, lnctuding base payment method and additional financial
incentives,

(PM currently requires most of this infonnation in the
carrier application process for HMO and POS products
We will work with casriers 10 make it availabie 1o
COBSUINGIS,

Health Professions) Information {Upon Request)

€ Educetion, board certification, and recertification statos.
o\ Nores of bospitals where physicians have admitting privileges.
&/ Years of practice as 2 physician or spoclalist.
v/ Accrediistion statos,

VW!&M&'%W
S AM&W&MW&M&MWMW
with commmnication disabititles.

./ "Caneelistion, suspension, ssactions or exclusion from padticipation in Federal pmgmms
: Suspension or reveeation of medical Hoensure, Fedem! controlied substance license, or
hospital privileges.

For information alrendy aveilabic through the POS and
HMO applicatton process, OPM will work with carriens 1o
compite, sammarnize, and disseminate it in 1999, We will
require gareiery to collect the remaining inforruation and
make It available in 2000

«  Experience with performing certsin medical or surgical procedures {¢.8., volume of
mmmmmmmmm
: juatity and service performance measures. >

GPM will encoursge carviers (o make this provider fevel
information gvailable 1o consumers when comparative
criteris are defined and data coliection beonmes feasibic,




InfMu Disclosure Implementation Strategy
Health Care Facllity Information
&/ Corporate form of the facility. Call Letter will initiate sction by carricrs to identify data

»/" Accreditation statn.
‘e, Whether specialty programs meet gnidelines establithed by specialty socicties or other

«_/ Comptaint procetiures.-

v Avalishility of transixilon or intexpretation services for non-English speakers and people
with communicstion dissbilities.

Q//Mu:lh:l' facility has been excluded from amy Federal health programs (i.c., Mcdicare or
Medicatd).

‘// Volume of certain procedures performed at facility.

r satisfaction, clinical quslity and service performance measurcs.

“"Numbers and credentlals of providers of direct patient care (¢.g., registered nurses, othes
licensed providers)

¢ Whether the facility’s affiliation with a provider network would make it more likely that
consumer would be referred to heaith professionals or other organizations in network.

currently available and data not histarically required of
facilities. Avaflable data will be formatted for consumers
in 1999. Carrlers will be required to begin collection of
data not currently available, with 2000 target compliance
projected .

Consumer Assisisnce Program

OPM scrves this function,

Currently in compliance.
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Consumers have the right to a cholce of health care providers that ls sufficient to ensure access to appropriate hlgh-quahty healih

Cholce of Providers and Plans

CATe.

OPM carreatly offers a choice of Managed Feo-for-Service, PPO, HMO, and POS delivery systcms that can provide coverage for, and access to, any
licensed or certified provider across the nation to over 9 million people. OPM contracts with over 350 health plans and the FEHB Program offers a
choice of approximately one dozen bealth plans in any one geographic location.

The FEHB Program provides cortimiity through temporary continuation of coverage and conversion opportunitics when enroliments terminate. In

addition, hospitalized members have up to 92 days, or until discharge, to continue coverage under their current plan or option in the event of a change in

p!anoroption.

Chalcc of Prwi’dm and Plans

Implementation Strategy

Offfer consumers a choice of high-quality health insurance products.

All health pian networks should provide sccess to sufficient numbers and types of providers
to assure covered servioes will be accessible without unreasonable delay—including aocess lo
emergency scrvices 24 hours a day and seven days a week.

Plany also should establish and maintain edequate armangements to ensure reasonable
praximity of providers to the business or personal residence of their members.

Currently in compliance. These ar¢ minimum
requirements of the FEHB Program that are verified in
the carrier application process.

Women should have access to plan gynecologists, certified nurse midwives, and other
qualified providers for routine and preventative women's health care services.

If health plan has insofficient number or type of providers to provide covered benchis with
the eppropriste degree of specislization, plan should ensure consumer obtains berefit outside
network &t no greater cost than if obtained from in-network providers.

Authorizations when required should be for an sdequate number of direcl access visits under
approved treatment plan,

OPM will work with carriers to assure reasonable access
lo specialty care. We will establish guidelines in the Call
Letter to create consistency within the Program.

&:mmeuwﬂhoomplexumiommdhlmndlﬁmwhomqum frequent specialty care
shontd have direct access to qualified specislist of choloe within plan's network of providers.

OPM will work with carmiers lo assure that there is
reasonable access (o specialty care, for the purpose of care
continuity, where it makes sense taking into consideration
clinical efficacy, plan design characteristics, and cost,

Consumers, underguing treatment for chronic or disabling conditions (or in second or third
trimester of pregnancy) ai time they {ovoluntarily change health plans or at time when
provider is terminated by plan for ather than cuge, should continue seeing specialty
providers for up to 90 days (or throngh completion of postpartumn care) to atlow transijjon of
care. During transition period, patiests will continne to have information and medical
records aveilsble and will not incnr greater costs for services.

OPM will work with carriers to achieve full compliance in
the year 2000,




III. Access to. Emergency Services

Consunmers have the right to access emergency health care services when and where the need arises. Health plans should provide
payment when a consumer presents to an emergency department with acute symptoms of sufficient severity—including severe
paln—such that a "prudent layperson™ could reasonably expect the absence of medical attention to result in placing that
consnmer's health ln serious jeopardy, serlons impairment to bodily functions, or serious dysfunction of any bodily organ or part.

All health plans under the FEHB Program cover members for emergency services whenever, and wherever, they are needed. The Emergency Bencfits
section of plan brochures explaina procedures for accessing services, the availability of urgent care centers, and lists applicable cost sharing.

Access To Emergency Services Implementation Strategy

o  Ptans should edocate members about availshility, locatlon, and eppropriate use of emergency | OPM is in substamial compliance. However, 10 ensure
and other medical scyvioex; cost sharing for emergency services; and availability of care consistency through out the program we will direct
outside emergency department. carriers (o use (he “prudent layperson™ standard when

¢ Plans nsing defined networks shoutd cover emergency depariment screening and reviewing emergency care visits {or coverage eligibility
stabilization gervices both in-network and out-of-npetwork without prior authorization and rcflect the benefit in the 1999 brochures.
consistent with the “prodent layperson™ standard. Patients should not be charged in excess of
plan’s routine pryment arrangements.

¢ Emergency department personned should contact patient's primary care provider or plan, as
appropriate, as quickly es possible to discrss follow-up end post-stabilization care and
promote continnity of care.
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IV.  Participation in Treatment Decisions

Conyumers have the right and responsibllity to fully participate ln all decisions refated to their health care. Consumers who are
naable to fully pzrticipstt Ins treatment decisions have the right to be represented by parents, guardians, family members, or
other conservatfors.

OPM encoursges members to take n setive roll in the docisions that affect their heatth and wellbeing. To sid in the decision making process, OPM
provides wrolthmedia detailed information on individual plan provisions, customer satisfaction, NCQA accreditation, and benefit and rate comparison
charts, aod resolves claims disputes between carviers and members,

Participation In T't-mtmcm Decisions ' Implementation Strategy
Health exm professhonals should We betieve that FEHB plan panicipating providers are in
»  Provide paticnts with casily mm information sud opportunily to decide among substantial compliance. We will work with carriers to
treatment oplions consistent with infrmed consent process. Specifically: standardize practices soughout the Frogram by 2000,
»  Diseuss off treaiment options whth patient in culturally competont mannge,
. inctuding option of no treatmend

»  Ensure persors with disabiiities s non-English speaking persons have ¢fective
cammunications with merrthery of health systern in making decisions
= Discags comer treatmenty, incloding seif-administered alternative trestments
s  Discuss vighs, benefits, and consequences to trestment of non-{reatment.
. Oiwpaﬂamwmﬂqb!eﬂmnmmmﬂmm preferences about fature

trestment.
o Dincires use of advance directives—bath tving wills and durable powers of slinmey for
beatth care,
» M&WM@WWWMWWM%
informed consent process.
Health plans shocdd: Call Leticr will require cardiers 1o develop ways to make
»  Discloss to consurers metbods of compensation, ownership of ot interest in health care this information svailable to consumers,
facilities, of mstters of consclence that could infloence sdvice or treatment decisions.
Health plans shondd: Maost carriery already coraply, QPM will publish a Notice
s  Enosore that provider comracts do not contzin sny “gag clauses™ or other contractual of Proposed Rute Making prohibiting carriers from
mochanizms that resirict providens’ abillty to commemdcate with and advise patiens abou having “gag clauses™ in their contracis with providers
medically occessary drestment options. serving FEHB enrollees. The NPRM will invite comments
s  Be prohibited from pemalizing or secking retributlon agaitst health care professionals of from the carviers and the public on how best to effoctuate

workess for advocsting on behalf of paileats. any necessary changes.

*
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V. Respect and Nondiscrimination

Consumers have the right to considerate, respectful care from all members of the health care system at all (imes and under all
circumstances. An environment of mutual respect is essential to maintain a quality health care system.

Consumers must not be discriminated against In the delivery of health care services consistent with the benefits covered in their
policy or as required by law based on race, ethuicity, national origin, religion, sex, age, mental or physical disability, sexusal
orientation, genetic informatlon, or source of payment.

Coninmers who are eligible for coverage under the terms and conditions of a health plan or program or as required by law must
not be discriminated against in marketing and enrollment practices based on race, ethnicity, national origin, religion, sex, age,
mental or physical disahility, sexunal orientation, genetic information, or source of payment.

The FEHB Program has a longstanding tradition of respect for its customers and prohibits discriminatory practices through a vanety of legal provisions
throughout its authorizing legislation. i

Respect and Nondiscrimination Implementation Strategy
Consumers should be sssured: Currenily in compliance with Federal law.
s  Conslderste, respectfil care from the heatth care system ai all times and under all

clrcumstances.

¢ Delivery of hestth care services consistent with benefits policy or as required by Law
regandless of race, ethniclty, national origin, refigion, sex, age, mente! or phrysical disability, - T e
sexnal orientation, genetic information, or sxxroe of payment.

o Nondiscriminatory plan marketing and enrollment practices based on race, ethnicity, national
origin, religion, sex, age, mental or physicel disability, sexnal orientation, genetic
informsation, or source of payment.

Members of the health care industry should strive to: We belicve that FEHB participating plans and providers

*  Provide consumers with assurances that digrespect or discrimination ls intolerable. are in substantial compliance. We will work with
Provide consumers with informstion reganding existing laws prohibiting disrespectful or carriers (o achicve program wide compliance by 2000,
discriminatory treatment,

¢  Provide consumers with an appropriste amount of time 10 fully discuss their concems and

" questions.

s  Provide consumers with reasonable assistance to overcome language (including limited
English proficiency), cultaral, physicat or communication barriers.

« Provide consumers with timely notice and explanation of changes in fees or billing practices.

»  Avoid lengthy delays in sceing a patient; when'dilays occur, explain why they cocurred and,
if sppropriate, apologize for such delsys.
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V1. Confldentiality of Health Information
Consamers have the cight to communicate with health care providers in confidence and to have the confidentielity of their
ivdividually ldestifiable heatth care informatlon protected. Consumers also have the right to review and copy their own medical

records aud reqoest smendments to thelr records,
FEHB Program benefit brochnires currently pusrantes confidentislity of health care information for Federal members.

 Confidentiality of Health Information Implementation Strotegy
¢  Consumers have right to commudestes with providess in confidenoe end to have Currently in compliance. The confidentially provisions
confidentinlity of individually ldertifiable information provecied. cominined i our plan brochures and on our Web site are

o Consumery glso have right (o review xnd copy own osedicsl records and request smendments. | even more strisgend then the Bill requires.
e Drsctosure of indhvidunily identifisble heatth care information without writien consent should
be permiited for:
Provision of hesltheare
Payment for sorvices
Peer revicw
Health promotion
Digease managemen
»  Quality sssumnce
ar oody when there iy a clear legal basis for dodng so, exch as:
¢  Muodical or heslth care repemrch By which an institniional review bosed has
Suerndned aocnynons rocords will oot suffice
v Iovestigatioo of health care fiwnd
»  Public health reporting
»  Noweddentifiabie beatth cars infornstion shoukd be veed unless the individual has consented
1o disclosure of individually identifizble nfbrmation.
mmmmmmmmummmnwm

schieve specific porposs of disclosare,

. % & &
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VIl. Complaints and Appeals
All consumers have the right to & falr sud cfficlent process for resolving differences with their health plans, health care providers,
and the Institutions that serve them, induding & vigerous sysiem of internal review and an lndependent system of external review,

All bealth plans in the FEHS Progrsm havs internal ¢ppeat processes and OPM provides the extra protection of su extervial appeal process.
Complaints and Appecls ] Implementation Strategy
Trtevral sppeals systems should inclode: Substantially in compliance. OPM corrently requires

ﬁMWM&M&MMMm&WMMW
for services. Notification knchde explanation for decisions and procedures for appeal.
Resobve appeals fn tiroely manner with expedited considerstion for emergency or srgent care
decistons consistont with e frames requisd by Medicere {i ¢, 72 hourns),
Clalm review process by bealth case prafeedionals credentiaied with respect fo treatment
Ivotved.
Revivos conducted by Individusts not involved in initial decision,
Written netification of firal deserminstion by plan that Includes; .

»  Resson for determinstion sod bow to appeal decigion to external entity

o Reasonahis processes for resoiving consumer complaims shout issues ¢ 2., waiting

times, opersting hours, demesnor of heatth care persenaed, and sdeguacy of facilities

carriers to madntsin an sappeal process. Call Lerter will
requeieor that carriers seview their internal prooadures to
sssare full compliance by 2l plans in 1999

mwwm

mwﬁhﬂcaﬂyaﬂummwww{wmm&
urgentty nceded care).
Apply to arry decigion by health plan to dexty, reduce, or teyminate coverage or deny payment
for sexrvices based on deteymination that trestment is

»  Bxpermentsl of investigational in nsture

»  Not medically nocessery and amomrt excoeds (hreshold

¢  Pstient's iife or health is jeopandized
Bo conducted by heatth care professionals who are sppropriately credentialed with, respect o
restasem Envolved and subjoct to conflict-of-dnterest prohidithons.
Be conducted by individnals who were not involved in indtlal decision.
me;fmmmwmwmamwmmmmm
visoctive evidence.
Kesolve appeals in timely manoes with expodited considemtion for decisions involvicg

Currently in compliance. Our 1hird party sppeal provess
is in place end available to cansumers Gaough our
brochures and Web site. OPM’s external appeat process
begins after 8 consumner requests their carsier to
reconsider o benefit deninl and the carrier affirms (he
denial. Consprners than have up to 90 days to appeat the
dendal fo OPM from he date the carvicy affirmed its
original dental or 30 days afier the consumer requested
the carrier to reconsider a denial, and (he carrier has not
responded. By virme of OPM’s contract with carriers as
well 23 FEHE law, OPM has final decision making
authority to senlz an appeal.

emergency o grgent care consistert with time frames required by Medicare {i.¢., 72 bours).
* x




VIIL Consumer Responsibilifies

Iu a health care system that protects consumenr’ rights, it by reasonable to expect sod encourage consumers 1o assume reasonable
responsibilities. Greater tndividnal invotvement by consumens in their eare increases the likelihood of achieving the best outcomes
snd belps support a quality lmprovemeat, cost-conscions environment,

In the FEHB Program, our benefit brodmyes emphasize the membier’s responsibility to be informed about health benefits and indicate where information
mhmmmmm and benefits.

fes ' Implementation Strategy
avedveroent by connmness in care increscny Likelihood of achieving best OPM will {nitiate the nacessary communication plan to
oulcomes and Meips W # quality terprovement, cost-conscious environment. Therefore agsure that consumers are advised of their responsibilitics.
mm should e informed of thelr responsibiliey o We will vse communication vehicles such as plan
S Maximize healihy habits £.8., exercising, not smoking, and cating healthy dict, brochures and enroliment guides and our Web page.

Become Invalved in care decisions,

e Work collaboratively with providers in developing nnd carrying oot agroed-vpon treaiment

plans, *

Disclose relevant Information and chearty communicate wanis and noeds,

Use healih plan's internal complalat and appeal processes (g address concerns 1hat may arise.

Avold knowingly spreading diseass.

Recogntre reatity of riske and 1lmdts of ¢ achence of roedical eare and human fallibility of

henith care professinnete,

»  Be sware of health care providier's obiigation 1o be efficient and equitable in providing cart to
othery

%, Becons knowledgesbic shout coveraps xod health plan options {when swailable) including
coverod benefits, Hmitationy, xod exclusions, roles regarding use of nefwork providers,
coverage and referral roley, sppropriztes processes to secure additionad informsation, and
process to eppezl covernge declsions.

. mmmmmmmm

*  Make a good-faith effort to mect firancial obligations.

s Abide tw pdministrative snd operationn! procedures of health plans, praviders, and

Clovernment health progmma.

« _ Report wrongdoing and fraud fo appeopriste resources or legal authoritics.

*® % & a2
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Consumer Responsibilities

Implementation Strategy

Conpurntrs shoxiid educste thermsebues with respect to specifics of benefit coverage and (o learn

how to socess bealth care snd servioes by:

»  Resding and undersianding written tnformation that explains benefit covernge, health plan
processes, sixd procedares to foflow when secking care from physician, hosplial, or other
providers.

»  Seeking {nformation of clarification of infiwmation from healihs plan as nocessary.

. MM&MWhMWwWMdin&
providers or health plan procedures arive.

OFM will use commmaication vehicles such as plan
brochures and enroffment guides and provide cxtensive
informatiom on our Web page.




UNITED STATES .
QFFICE OF PERSONNEL MANAGEMENT

WABHINGTON, DC 20415.9001

OFFICE OF THE MRECTOR

iy 29 1998

The Vice President
The White Houge
Washington, DC 20500

Dear Mr. Vice Presideni:

I am pleased to submit the Office of Personnel Management's {(OPM) report on

implementation of the Patients” Bill of Rights within the Federal Employees Health Bepefits
(FEHB) Program. As you know, with almost 9 milifon covergd individuals, the FEHB Program i3
the largest employer-sponsored health insurance program in the nation. The Program is frequentdy
cired as a model for others to emuiate; indeed, it will soon be duplicated in a pilot program for
meeting the health care needs of selected military retirees. Given the attention paid to the FEHB
Program by others, we believed that a real success in implementing the Patients’ Bill of Rights
would have an impact well beyond the FEHB Program.

I was directed by the President in February 1o ensure that ail health plans participating in the FEHB
Program would be in full contracoual compliance with the Patients’ Bill of Righis by the end of
1999, | immediately took steps to 1ell our 350 health plans about these new reguirements, and the
actions necessary 1o guarantee they would be met. [ also proposed a regulation to prohibit practices
that restrict physician-patient communications about medically necessary treatment options. That
regulation took effect September 9, 1998,

I am pleased to forward the accompanying report which highlights our initiatives and
accompiishments. It demonstrates that a collaborative and flexible approach 10 implementing an
important set of patient protections can produce outstanding results, The FEHB Program
encompasses most of the nation's health benefits plans and the three major types of health care
delivery systems: fee-for-service with preferred provider organizations, heaith maintenance
organizations, and point-of-service plans,

We worked together and focused on ultimate outcomes not process. The result, reflected in the
accompanying report, demonstrates that the Patients® Bill of Rights can be implemented in the
world of commercial health care for less than 25 cents per subscriber per year. Truly, we have
demonstrated that there is no reason why all Americans should not benefit from the proiections that
President Clinton provided 1o the almost 9 million people covered under the FEHB Program.

Sincerely,

Janice R, Lachance
Liirecior

Enclosure

[y 2R3 W N
Saermige 1O
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REPORT TO THE VICE PRESIDENT OF THE UNITED STATES

Progress Report in Implementing the Patients’ Bill of Rights at the
U.S. Office of Personnel Management

November 2, 1998



Patients’ Bill of Rights Report
L Introduction

The Federal Employees Health Benefits (FEHB) Program is in compliance with the
eight broad principlas of President Clinton's Patients' Bill of Rights.

Last November the President asked the Director of the Office of Personnel
Management (OPM} to assess the adequacy of the patient protections OPM provides
under the Federal Employees Health Benefits (FEHB) Program. On February 19,
1998, the Director submitted, through the Vice President, OPM's compliance
assessment, That agsessment indicated that while most FEMB participating carriers
were in substantial compliance with the eight broad principles of the Patients’ Bill of
Rights (PBR), not all provided full protection in all areas. On February 20, 1998, the
Fresident signed an Executive Memorandum directing OPM to ensure that all FEHB
pariicipating carriers come into compliance with regard to access 1o specialists,
continuity of care, and access to emergency room services by no later than December
31, 1999. He also directed OFPM to propose regulations within 90 days to prohibit
practices that restrict physician-patient communications about medically necessary
treatment options. . ,

Comprehensive and clear consumer information, and equitable {reatment across .
participating plans, are fundamental {o the FEMB Program. Nongtheless, to meet the
President’s directive, enrollees needed better information about the organizational
struciure and oparating procedures of health plans. While Federal employees enjoy
choice and fundamental protections in regard fo their heaith care providers, some
additional information was needed about the characteristics of providers.

Each plan's adherence to the Patients' Bill of Rights varies only slightly at this point. By
the end of 1888, all plans will have completed contractual agreements ensuring full
adherence to all of the Patients’ Bill of Rights provisions, There are no statutory
barriers to full implementation of the President’s Patients’ Bill of Rights. The protections
it provides apply to all 8.7 miifion people covered by the FEHB Program. The
protections added for 1589 will cost less than 25 cents of the annual premium.

The Office of Personnel Management (OPM} has completed the following actions o
bring carriers into compliance with the Patients’ Bill of Righis by the end of 1999:

Policy Direction to Health Carriery

On April 3, 1998, OPM sent its annual “call letter” to prospective health care
carriers desiring to participate i the FEHB Program in 1998, The call lefter
provided policy guidance for the 1899 contract year. We inforrmed carriers that
we expected implementation of the Patients' Bill of Rights to be a collaborative
process among OPM, the carriers, other federal agencies, and privale-sector

|



arganizations. We told them that we would work together (o comply fully with the
Patients’ Bill of Rights by the end of 1888,

Qur call letter requested that carriers discuss how their plans now comply with
access to specialists, access to women's health services, and emergency care
requirements of the Patients’ Bill of Rights. The letter asked those carriers not
yet in compliance to share thelr strategy to attain compliance. Working with the
carriers, wé were able 10 assure that they all submitted acceptable proposels.

Recognizing that some Patients’ Bill of Rights changes require a certain amount
of advance notice, OPM allowed carrlers until the 2nd of 1898 tc achieve
compliance with the network and provider levél disclosure requirements and
compliance sirategies that require changes to provider contracts (for example;
continuty of care, access to medical records, and cerfain network adequacy
requirements).

Standardized Brochure Language

On May 1, 1998, OPM sent standardized brochure language to the plans on
topics such as information disclosure, access {o specialists, direct access o
Obstetrician/Gynecologists (OB/GYN), and emergency services. This ensures
these protections are described clearly and understandably for all FEHB
participants.

Nofification to All Fedaral Agencies

OPM communicates regularly with Federal agency benefits administrators, our
primary link with Federal employees, through Benefits Administration Letlers
{BAL}). On June 2, 1998, we sent a BAL 1o the agencies nolifying them of the
President's directive to implement the Patients’ Bill of Rights, and providing them
with our implementation strategy.

FEMBP Guide and Web Page Revisions

In its Open Season enrollment guide, OPM highlighted Patients’ Bill of Rights
features which federal employees, retirees and their covered family members
can expect from their health plans in 1989, In Juneg, we also created a separate
section on our web site devoled to information on the-Patients’ Bt of Rights.
This site includes links to fuli Patients’ Bill of Rights information, including
summaries on objectives, rights, and responsibilities. We updated this site in
September to advise the federal community about what additional information
they can expedt to receive through the year 2000, This is to ensure that all
FEHB participants know about their rights and protections. The site address is:
www.opm.goviinsure.


www.opm.gov/ins~re

OPM “Gag Clause” Regulation Published on August 10

As the President directed, OPM published a final regulation which prohibited
health plans from restricting patient information on all medicaily necessary and
appropriate treatment options. The reguiation was effective September D, 1888,

Contract Compliance

At the conclusion of the negotiations cycle, OPM revised the 1899 health plan
contracts and amendments to require implementation of Patients’ Bill of Rights
provisions. These new contracts and amendments, which are effective on
January 1, 1998, also require carriers to modify, where necessary, their provider
contracts to comply with the Patients’ Bill of Rights by the year 2000,

Service, Clinical Quality, and Customer Satisfaction Measurement
Standardization

OPM is working with other federal agencies and accrediting organizations to
create standard performance measures. The implementation of performance
measures will enable us to make carriers increasingly accountable for the quaiily
of health care services they deliver. This year we will use the Consumer
Assassment of Health Plans Survey (CAHPS) instrument, which has become the
industry standard. Widespread use of CAHPS will give consumers uniform
health plan satisfaction ratings.

{l. Provision-by-Provision Summary of the Extent to Which the
Federal Employees Health Benefits Program Complies With the
Patients’ Bill of Rights. '

information Disclosure

OPM and its carriers currently publish heaith benefit brochures, provider directories.,
and guides in multi-media formats that contain information on available plan types,
premiums, benefits, iimitations, maximums, exclusions, referral procedures, emergency
and urgent care procedures, provider types and geographic focation, quality assurance
indicators, customer satisfaction survey resulls, and internal and external dispute
resolution procedures.

To fﬁiiy}mpiem@nt the remaining reguirements of the Patients’ Bill of Rights, OPM's call
letter requested the following information during the upcoming Open Season for the
1899 contract period.

. How the plan administess its formulary drug inclusion/exception and
experimentall/invastigational determination processes;

“ Disenrollment rates for the year ending 1997;

. Compliance with state and federal licensing or cerlification requirements,
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if applicabie, including the date the requirements were met. We alsc
asked carrers to note where they do not comply with a
requirement and the reason for non-compliance, and to indicale all
accreditations and dates those accreditations were received;

. Carriers corporate form, and the years it has been in existence; and

¢ Whether the.plan meets state, federal, and accreditation requirements for
fiscal solvency, confidentiality, and: transfer of medical records.

Our call letter asked carriers to propose a forrnat and process for prov:dmg the foiiewmg
information to members upon their request, begmmng in 18998:

» Plan preauthorization and util ization review procedures,

. Use of clinical pratocols, practice guidelines, and utilization review
standards pertinent o a patient’s dlinical circumstances,

. Whether the plan has special disease management programs or
programs for persons with disabilities;

- Whether a specific prescription drug is included in a formulary and
procedures for considering requests for patient-specific waivers; and

. Gualifications of reviewers at the inilial decision and reconsideration level

under the FEMB disputed ¢laims process.

£

Choice of Providers and Plans

Provider Network Adequacy

OPM currently offers consumers g wide che;ce of health care delivery sysmms
including Preferred Provider Organizations {PPQ), Point-of-Service (POS) plans,
Heaith Maintenance Organizations (HMO}, and Fee-for-Service (FFS) plans,
Within the FEHB Program, coverage and access are available t0 a broad range
of services and providers. OPM's 300 carriers provide a choice of approximately
one dozen health plans in any single geographic location. OPM reviews HMO
provider networks for adequacy during the carrier application process.

Access to Qualified Specialists For Women’s Heaith Services

Our call lelter asked that carriers provide narrative descriptions of how they
currently comply with this provision; and, if they did not comply, to propose
benefit or process changes to bring their plan into compliance. We informed
carriers that - to the exient certified nurse midwives are eligible to practice under
existing state faws and meet credentialing requirements -- we expected plans to
eontract with and provide access to them for covered services. We also required
that plans sither gliow members to select an Obstetrician/Gynecologist
{OB/GEYN]) as their primary cafe provider, or allow members direct access for
routing gynecoiogical exammnations.

Access to Spacialists

For 1889, OPM's call letier directed plans to create procedures to assure that
members who require frequent or prolonged specialty care can obtain

4



authorization for direct access to a qualified specialist of their choice within their
network of providers. We also directed plans to review their provider referral
practices and revise them as appropriate to ensure that members receive
approval for an adequate number of visits to specialty providers under an
approved treatment plan, 50 as not to unduly burden members with fudher
approvals, . :

Continuity of Care i
Continuity of care is currently assured in the FEHB Program through tampcrary
continuation of covarage and conversion opportunities when enroliments
terminate. Hospitalized mermbers have up to 92 days, or until dischargse, fo
continue coverage under their current plan or option in the event of a change in
plan or option. OPM’s call lefter asked each camer {o provide their stralegy to
implement the Patients' Bill of Rights continuity requirements by year end 1998,

Access To Emergency Services

Adl heaith plans under the FEHB Program currently cover members for emergency
services whenever and wherever needed, 24 hours a day, seven days a week. The
Emergency Benefils section of plan benefit brochures explains procedures for
accessing services, the availability of urgent care centers, and lists applicable cost
shanng. Many of OPM’s health plans already used the “prudent layperson”™ standard
when reviewing emergency care visits for coverage eligibility. Qur call lefter required all
carriers to use the “prudent layperson” standard when making coverage eligibifity
decisions in 1989,

Participation in Treatment Dacisions

OPM encourages consumers to take an active role in the decisions that affect therr
heaith and welfare. To aid in the decision-making process, OPM provides detailed
multi-media information on individual plan provisions, consumer satisfaction, National
Lommittee for Quality Assurance {NCQA) and Joint Commission on Accreditation of
Healthcare Organizations (JCAHO) pocreditation, and benefit and rate comparisons.
We also resolve claims disputes between carriers and consumers. OPM’s carrier
contracts and amendments for 1888 require camiers to modify, where necessary,
provider contracts to comply with Patients’ Bill of Rights provisions.

On August 10, 1988, OPM published a regulation peohibiling “gag clauses” in provider
contracts serving federal members 10 ensure unimpeded commurnication between
health care providers and their patients.

Respect and Non-Discrimination :
The FEHB Program has a long tradition of respect for its customers and prohibits illegal
discriminatory practices.

Confidentiality of Health information
The FEHB Program currently guarantees confidentiality of heaith care information for
federal members. OPM's carrier contracts and amendments for 1888 require carriers



to modify, where necessary, provider contracts to comply with Patients’ Bill of Rights
provisions regarding patient access to medical records.

Complaints and Appeals
All health plans in the FEHB Program have both internal and extermnal appeal
processes.

Internal Appeais £
The intemal reconsideration process, inciuding timeframes for response to
pammpants s specified in both regulation and carrier contracts. Carriers must
give participants a complete explanation for why a claim or service has been
denied.

External &ppeals

QOPM's extemal appeal process begms after a consumer asks the carrier to
reconsider a benefit denial and the carrier affirms the denial, Consumers then
have up to 90 days from the date the carrier affirmed its original denial, or 30
days after the consumer requested the carrier fo reconsider the denial and the
camer has not responded, to appeal the denial to OPM. OPM has an in-house
staff that reviews disputed claims. |t also uses outside medical consultants for
cases requiring a special level of expertise. OPM makes the final decision. The
agency has both statutory and contractual authority to direct a plan o pay for of
provide a service.

fil. Number of People in Health Plans

The FEHB Program curently covers 4.1 million enroliees and approximately 8.7 million
people, including dependents. Coverage is provided to enrollees and dependents
through four types of health care delivery systems, Preferred Provider Organizations
{(PPO}, Point-of-Service (POS) plans, Health Maintenance Organizations (HMO), and
Fee-for-Service (FFS) plans. The program has approximately 2.8 million members
enrolled in HMOs {including HMQ based POS plans) and approximately 6.1 million
members enrolled in FFS/PPO plans {including indemnity-based POS plans).

All patient protections under the Patients’ Bill of Rights apply to gil types of pians under
the FEHB Program. Before providing guidance to carriers in its annual call letter that
was issted on April 3, 1998, OPM determined that network and provider level
information disclosure requirements were required of all plans that maintain contracted
provider networks {e.g9., HMO, PPQ, POS delivery systems). Since most of the plans
in the FEHB Program maintain networks, the network and provider level disclosure
requirements were applied to the majority of plans in the program. Plan level
information disclosure requirements were applied fo all plans regardless of network
arrangement. OPM provided guidance to the participating carmers in the Apnil call letter.
The call letter guidance established the basis for the cafrier proposals that were due {o
OPM on May 31, 1988, and negoliated during the summer. OPM worked with carers
to ensure that their in-network benefit structures, referral procedures and prior
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authorization requirements did not unduly restrict access to specialists, women's heaith
services, and emergency care.

VI, Implications of These New Protections

For existing contracts, the average per member per year premium increase to pay for
the patient protections provided by the Patients’ Bill of Rights for 1999 will be Iesa than
25 cents.

In general, carriers were receptive o our request 1o implement the Patients’ Bill of
Rights requirements and appreciated our efforts to work with them to design
implementation strategies that were reasonable and achievable. Somae of the PPO
carriers expressed concern with compiling certain provider-ievel information because of
the size of their networks and their limited contractual control over providers. OPM was
able to work out a mechanism that was acceptable to everyone. It places primary
reliance on providers in PPQ networks, but holds carriers responsible for ensuring that
consumers get the information they need. OPM will monitor the reaction of its
customers as these provisions go into effect at the end of 1998 and the beginning of
1999,

OPM is committed to bring carriers info contractual compliance with all of the Patients’
Bill of Rights recommendations by the end of 1698, Contract clauses requiring
Patients’ Bill of Righis compliance do not go into effect until January 1, 1889, and much
of the new information that will be available to consumers in both print and electronic
format is disseminated early in November in conjunction with the annual health benefits
Qpen Season. However, we began to receive feedback on the President's initiative last
June when we conducted a half-day session for over 400 agency benefits officers on
the Patients’ Bill of Rights. The session inciuded workshops to educate these key
agency personnel about the protections that would be provided to all FEHB participants,
the information that would be available, and the improvements in health care relaied
services we anticipated from this effort, Their response was overwhelmingly favorable.

When we published our proposed regulation prohibiting “gag clauses” under the FEHB
Program, we recaived many positive comments. The Amencan Academy of
Ophthalmolegy said that since the FEMB Program is the benchmark for measuring and
providing premier health care, by setting the example of banning all gag clauses it
stands to provide all Americans with a key protection outlined in the Consumer
{Fatients”) Bill of Rights and Responsibilities. The American Sociely of Internal Medicine
indicated support for the rule because it assures that physicians and other providers
participating in the FEHB Program will not be prevented from providing information on
all medically appropriate treatment options. Individual employees and retirees aiso
applauded OPM for its work on improving patient care under the FEHEB Program, and
supported OPM's efforts to prohjbit contractual clauses or incentives that prevent open
and candid communication between physicians and patients concerning appropriate
treatment options. One person praised our efforts to eliminate health plan restnctions
that violate the most basic righls in a free sociely.



This kind of support and the high level of existing compliance among FEHB Program
plans lead us to expect that full compliance by our plans will continue o be a :
collaborative and cooperative process. In the uniikely event that a plan {s unwilling to
comply with the Patients’ Bill of Rights, our confracting procedures provide a
mechanism by which OPM may terminate that plan’s participation in the FEHB Program
for failure to mest its contractuat abhgatzons QOur plan participants can be assured that
at the end of the day all heaith plans in the Program will be in full compliance with the
Patients’ Bill of Rights, because OPM has the tools it needs, as well as the wzli fo
ensure this result.

Hased on our expenence with implementing the Patients' Bill of Rights requirements for
the FEHB Program, we believe that the private sector should have no significant
problems with implementing the protections. Once the protections are in place for the
FEHB Program and other federal bealth programs, they can easily be extended
elsewhere since it is neither cost effective nor, in some cases, operationally possible for
carriers o extend the protections 1o FEHB Program enrollees without making them
available to others,

V. Conclusion
implementing the Patients' 8ill of Rights has been an extremely positive experience for
QPM,

Assuring consumer protections, as well as providing consumers with the information
they need to make informed health care decisions, drives our camers to compete on
the basis of quality as well as cost.  As we enhance the information we give consumers
about carrigr performance, and they become increasingly aware of differences and
make pian choices accordingly, we expect that carriers will strive to provide higher
quality care for our members in order to compete effectively for market share in the
FEHB Program. As our implementation effort is phased in over the next two contract
periods - beginning January 1, 1999, and January 1, 2000 — we will assess the impact
the protections have on our mambers’ confidence in the quality of their health plans.

We at OPM continually seek to have the FEHB Program - as an exemplary quality-
driven smployer-sponsored health henefits program - set the standard for the private
sector, -We are pleased to have been able to implement Patients’ Bill of Rights
requirernents in the FEHB Program in 1988 for less than 25 cents per enrollee. We
believe providing quality care at minimal cost shouid be the highest poority of a modei
health benefit program.



UNITED STATES
OFFICE OF PERSONNEL MANAGEMENT

WASHINGTON, DT 304180001

GFTICE OF YHE DERECTOR

The Vice President JaN 12 2R
The White House
Washington, DC 20500

Desar Mr, Vice President:

In February of 1998, | was directed by the President to ensure that ail health plans -
participating in the Federal Employees Heaith Benefits Program come inte compiiance
with the President’s Patients” Bilt of Righis. particularly in regard to access to spegialists.
continuity of care, and access 10 emergency room services by no {ater than December 31,
1999, The President also direcied me to propose regufations to prohibit practices that
restrict physician-patient communications about medicaliy necessary treatment options.

Since the President’s directive. our work with health plans throughour 1998 and 1999 has
enabled us to achieve full compliance with the Patients’ Bill of Rights. In working with
health nlans. we focused on resuits and collaborated on meeting them. We were {lexible
on process. but determined on oulcomes. We are proud to report complete
imptementation of the Patienis” Bill of Rights at 2 total annual cost of under 5103 .
member — less than $1 a month.

Over the past 2 years, we worked with health plans 10 implement these imporant
consumer protections. More information is now available o consumers regarding thetr
health plans. networks. providers and facilities. [t is now easier for consumers 10 access
specialty care and women's heaith services. Consumers can get emergency care without
fear of financial consequences. They can be assured that there are no incentives in place
that could dissuade their doctor from tefling them of all appropriate weatment options,

As part of our impiemenmziau process. we developed standardized benefit brochure
fanguage 10 assure consistency in benefits administration and communication 1o
consumers. To aid consumers in the health care degision-making process. we developed
educational information highlighting our protections and published this information in
our Open Season Guides and on our Web page. To measure customer satisfaction and
ctinical quality, we adopred the standard Consumer Assessment of Health Plans core and
child survey instruments. and we are beginning to collect Healthplan and Employer Data
and Information Set type data.



Mr., Vice Presidem 2

Chur success resulted from our strategy of focusing on outcomes, not process. T his
allowed our health plans the flexibility to implement the protections m ways best suited
to the capabilities of their business settings. Through our example, we have
demonstrated that imporiant consumer protections can be implemented cost effectively
across all health care delivery svstems on 2 national basis. We are proud that our
successful experience influenced Congress to act on similar consumer protections for the

nation’s private health care svstem and offer pur assistance in any way we can 10 hr:ip
facilitate this process,

Sincerely,

Janice R, Lachance
Director

Enclosure
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REPORT TO THE VICE PRESIDENT OF THE UNITED STATES
December 31, 1999

Status of Implementation of the Consumer Bill of Rights and Responsibilities (Patients” Bill
of Rights) in the Federal Employees Health Benefits Program .

Third Status Report, Describlag Progress through December 31, 1999
IR Introduction

In November of 1997, the President asked the Office of Personnel Management {OPM), the
Deparmment of Labor, the Department of Heaith and Human Services, the Department of
Veterans Affairs, and the Department of Defense to assess the level to which their health care
programs were in compliance with the Advisory Commission on Consumer Protection and
Quality in the Health Care Industry’s Congumer Bill of Rights and Responsibilities {Patients’
Bill of Rights). The President also asked the agencies 10 ideniify any stattory impediments to
implementing the Patients’ Bill of Rights recommendations. In February of 1998, OPM reported
through the Vice President its comphiance assessment. OPM’s assessment indicated there were
no statutory impediments to full implementation of the Patients' Bill of Rights in the Federal
Employees Health Benefits (FEHB) Program. Indeed, we found that many health pians
participating in the program were aiready providing most of the protections, Health plan
compliance was a matter of consistency or degree, so we still had work to do to achieve full
compliance.

The President then direcied the affected agencies by Executive Memorandum to use their
regulatory and administrative authority to bring their health programs into full compiiance with
the Patients’ Bill of Rights. Specifically, the Executive Memeorandum required OFM 1o ensure
thut all FEHB participating health plans complied with regard to access 10 specialists, continuity
of care, and access to emergency room services by no Jater than December 31, 1999, Healso
directed OPM to propoese regulations within 90 days to prohubit practices that restriet physician-
patient commuhnications about medically necessary treatment options.

Since the President’s directive, our work with health plans throughout 1998 and 1999 has
enabled us to achieve full compliance with the Patients’ Bill of Rights. In working with health
plans, we focused on results and collsborated on meeting them. We were flexible on process,
but determined on cutcomes. We are proud to report complete implementation of the Patients’
Bill of Rights at a total ennual cost of under $10 2 member — less than 81 d month.

Over the past 2 years, we developed standardized benefit brochure language to assure
consistency in benefits administration and communication 1o consumers. We published
regulations prohibiting “gag” clauses i provider contracts so that Feders] enrollees can be
assured that there are no incentives in place that could dissuade theic doctors from telling them of
all appropniate trestment options.



We worked, and are continuing to work, with industry stakeholders to help consumers make
quality comparisons. We adopted the standard Consumer Assessment of Health Plans (CAHPS)
core and child survey instruments to measure customer satisfaction in health plans as part of the
standardization process. We are currently assessing health plan capabilities to provide
Healthplan and Employer Data and Information Set (HEDIS) type data 10 measure clinical
quality across all heaith care delivery systems, We have developed educatonal consumer
information highlighting Patients’ Bill of Rights protections and published this information in
our Open Season Guides and on our Web page to aid consumers in making health care dedisions.

OPM’s 1998 policy guidance “call letter” required that all health pians in the FEHB Program
achieve compliance with the health plan and care management informaton disclosure
requirements of the Patients’ Bill of Rights. It slso required compliance with the access to
specialists, access to wornen's health services, network adequacy, and emergency care
requirements. Our 1999 “call letter” completed the implementation process by requiring
compliance with the network and provider level information disclosure requirements as wei! s
the transitional care and access to medical records protections,

1. Specific Rights

A. [uformation Disclosure .
Consumers have the right to receive sccurate, easily understood information and some

require assistance in making informed health care declsions about their heaith pians,
professionals, and facilities.

OPM and its heaith plans publish health benefit brochures, provider directones, and guides in
multi-media formats that contain information on available plan types, premiums, benefits,
gmergency and urgent care procedures, limitations, maximums, exclusions, referral procedures,
pravider types and geographic location, quality assurance indicators, customer satisfaction
survey results, and internal and externat dispute resolution procedures.

{n addition 1o the information that we made available prior to the President’s directive, we
worked with health plans throughout 1998 and 1999 to provide consumers with even more health
plan, care management, network, provider, and facility information. Health plans provide this
information through benefit brochures. on web sites, in guides, in fact sheets, in provider
directones, by telephone, or through other means of communication. Since much of the network
and provider information required by the Patients” Bill of Rights is maintained by providers,
health plans in some cases direct consumers to their providers for certain specific information,
but inform consumaers that they are prepared to assist them in obfaining the information if
necessary.



B. Choice of Providers and Plans

Consumers have the right to a cholce of heaith care providers that is sufficient to ensure
access to appropriate high-quality health care.

The FEHB program offers consumers s wide choicelof health care delivery systems including
Health Maintenance Organizations {HMO), Preferred Provider Organizations (PPO), Point of
Service (POS), and Fee-for-Service (FFS) plans. Within the FEHB Program, coverage and
access is available t0 a broad range of services and providers. OPM's over 290 health plan
aptions provide a choice of approximately one dozen health plan options in a typical geographic
location. Network adequacy is assured for HMOs during the health plan application process.
Continuity of care is assured in the FEHB Program through temporary continuation of coverage
and conversion opportunities when enrollments terminate. Hospitalized members have up to 92
days, or unl discharge, 1o continue coverage under their current plan or option in the event of 3
change in plan or option.

After the President’s directive, OPM directed health plans to increase access to women's heslth
services, access to spectalists, and to provide for greater continuity of care when a member loses
access to his or her specialist.
Access to Women’s Health Services
Health plans now contract with, or provide access to, certified nurse midwives where
they are eligible to practice under existing state laws and meet credentialing
requirernents. Women also have the right to select OB/GYNs as their primary care
providers or to access them directly for routing gynecological exarminations.

Access to Specialists

Patients who require frequent or prolonged specialty care can now obtam a treatment plan
which provides direct access to a qualified specialist within a health plan’s network of
providers,

Coutinnity of Care/Transitional Care

If & health plan terminates a provider from its network for reasons other than cause, or
when 2 health plan leaves the FEHB Program, patients can now continue {o see their
specialty provider for up to 90 days, or through the compiletion of postpartum care.
Patients undergoing this transitional care can be assured that they will not pay any more
out-of-pocket than they would have previously, and that their medical records will be
expeditiously transferred to their new provider. '



C. Acress to Emergency Services

Consumers have the right 1o access emergency health care services when and where the
aeed arises. Health plans should provide payment when a consummer presents (o sp

- emergency department with acute symptoms of sufficient severity-including severe
pain-that a “prudent Inyperson” could reasonably expect the absence of medical attention
to result in placing that consurmer's health in serious jeopardy, serious ixzxpazrment to
bodlly functions, or serious dysfunction of any bodily ergan or part,

Health plans under the FEHB Program have always covered members for emergency services
whenever and wherever needed, 24 hours a day, 7 days a week. The Emergency Benefits secuon
of plan benefit brochures explains procedures for accessing services, the availability of urgent
care centers, and lists applicable cost sharing. All health plans now use the “prudent layperson”
standard when making coverage eligibility decisions.

D. Participation in Treatment Decisions

Consumers have the right and responsibility to fully participate in all decisions related to
their health care. Consumers who are unable to fully participate in treatment decislons

have the right to be represented by parents, guardians, family members, or other
conservators. )

(OPM encourages consumers to take an active role in the decisions that affect their health and
welfare. To aid in the decision-making process, OPM provides detailed multi-media information
on individual plan provisions, consumer satisfaction, National Committee for Quality Assurance
and Joint Commission on Accreditation of Healthcare Organizations sccreditation, and benefit
and rate comparisons. We also resolve claims disputes between health plans, providers, and
COTISUMErs.

On August 10, 1998, OPM published a regulation prohibiting “gag clauses” in provider contracts
serving Federal consumers 10 ensure unimpeded communication between health care providers
and their patients.

E. Respect and Nondiscrimination

Consumers have the right to considerate, respectful care from all members of the health
care system ai sl times and under all circumstances,

Consumers must not be discriminated against i the delivery of heaith care services
consistent with the benefits covered in their pollcy or as required by law based on race,
ethnicity, national origin, religion, sex, age, mental or physical disability, sexual
orientation, genetic information, or source of payment,

Consumers who are eligible for coverage under the terms and conditions of a health plan
or program or as required by law maust npot be discriminated sgainst In marketing and
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enrollment practices based on race, ethnicity, national origin, religion, sex, age, mental or
phys:eai disability, sexusl oricntation, genetic information, or source of payment.

The legislation authorizing the FEHB Program prohibited discriminatory practices. Obsewance
of these legislative provisions has developed into a longstanding tradition of respect for FEHB
CUSTOMETS, . .

F. Confidentiality of Heaith Information

Consumers have the right to eommunicate with health care providers in confidence and to
have the confldentiality of their individualiy-identiflable health care information protected.
Consumers also have the right to review and copy :heir own medical records and request
amendments to their records.

Our contraets with health plans have always guaranteed the confidentiality of health care
information for Federal consumers. Consumers have the right to review and obtain copies of
their medical records promptly. They also have the right to request that their physician amend
their record if it is not accurate, relevant, or complete. If the physician does not amend the
record in accordance with the consumer’s request, the consumer may add a brief statement to the
record. This statement wiil be sent along with the medical record when it is disclosed or
transferred.

, G. Complaints and Appeals

Consumers have the right to a fair and efficient process for resolving differences with their
health plans, health care providers, and the institutions that serve them, including a
rigorous system of internsl review and an independent system of external review.,

AlL health pians in the FEHB Program have intemal reconsideration processes. OPM provides
the exira protection of an external appeal,

Internal Reconsideration

The internal reconsideration process, including timelines for response to members, is
specified in both regulation and health plan contracts. Health plans must give members a
complete written explanation for why a claim or service has been denied, or ask the
member to provide sdditional information necessary to review the complaint, within 30
days of the member’s appeal. The health plan then has 30 days from the date it receives
the additional information to make its determination.

External Appeals

If 2 health plan’s reconsideration decision is unfavorable, or not forthcoming within 30
days, members may request an OPM review. OPM has an in-house staff that revi ews
such disputed claims. It also uses outside medical consultants for cases requiring a
special level of expertise. OPM makes the final decision, The agency has both statutory
and contractual authority to direct a plan to pay for or provide a service.
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HI.  Assuring lmplementation of the Consumer Bl of Rights Protections

We have the tools we need to measure and reward compliance with Patients’ Bill of Rights
protections as well as the means with which 1o penalize non-compliance. Qur health pian
contracts contain financial mechanisms to either reward positive performance under the contract
or penalize negative performance. We can use data from CAHPS surveys, HEDIS indizators,
disputed claims experience, and overall health plan responsiveness {0 OPM instructions and
directives to measure compliance with the protections. In extreme cases of non-compliance, we
have the statutory and contractual authority to terminate a health pian’s contract for non-
compliance with the FEHB contract or OPM's instructions and directives.

V.  Numbers of People in Health Plans Who have been Affected to date

The FEHB Program cusrently covers 4.1 million enrollees and approximately 9 million people,
including dependents. Coverage is provided 10 enrollees and dependents through HMO, PPO,
POS, and FFS plans. The FEHBE Program enrolls approximately 2.7 million members in HMOs
{including HMO based POS plens) and approximately 6.3 miilion people in FFS/PPO plans
{(inciuding indemnity based POS plans).

All patient protections under the Patients’ Bill of Rights apply to all 9 miilion people enrolled in
the FEHB Program.

V. Conclusion

We at the Office of Personnel Management are proud to have worked collaboratively and
successfully with many of the nation’s health plans to implement the imponant protections of the
President’s Patients’ Bill of Rights. The totad cost for these important protections amounts to
less than $1 a month. We have provided FEHB enrolices and their family members with an
excelient set of consumer protections as well as the information they need 1o make informed,
value-based health care decisions. Informed decision making by consuiners creates a healthy
competitive environment that drives our health plans to compete on quality - not just price.

Our focus on outcomes over process was the cornerstone of our implementation approach
because it allowed our health plans the flexibility o implement the Padents’ Bill of Rights
protections in ways best suited to the capabilities of their unique business settings, Through our
example, we demonsirated that valuable consumer protections can be impiemented cost
effectively across all health care delivery systems on a national basis. We take pride in the fact
that our successtul experience influenced Congress to act on similar consumer protections for the
nation’s private health care system.
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" CONTACT: Edmund

FOR IMMEDIATE Byrnés
RELEASE (202) 606-2402
June 7, 1999

edbyrnes@opm.gov

WHITE HOUSE DIRECTS OPM TO ACHIEVE
MENTAL HEALTH AND SUBSTANCE ABUSE
HEALTH COVERAGE PARITY

Washington, DC -- President Clinton, in his address today at the
White House Conference on Mental Health, directed the U.S.
Office of Personnel Management (OPM) to achieve parity for
mental heaith and substance abuse coverage in the Federal
Employees Health Benefits Program (FEHBP) by 2001.

*

“I believe that OPM, in cooperation with these health plans, can

- demonstrate that mental health and substance abuse parity can be
achieved at an affordable price,” said Clinton. “The goal is to make
plan coverage for mental health and substance abuse care identical
to traditional medical care with regard to deductibles, coinsurance,
copayments, and day and visit limitations.”

In response, OPM Director Janice R. Lachance issued a letter to
over 285 participating health plans enlisting their support. The
FEHBP is by far the largest emplover-sponsored health insurance
program in the country, covering about 9 million people including
federal employees, retirees and their families.

“Affordable and fair health care coverage is vital for those
suffering physically or mentally,” said Lachance. “OPM will work
with the health plans to introduce managed behavioral health care
components that incorporate proven techniques such as case
management, authorized treatment plans, provider networks using

http://www.opm.gov/pressrel/1999/health. htm 11/06/2000
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effective screening and referral procedures, pre-certification and
disease management.”

Because of its size and the large number of participating health
plans, the President noted that the FEHBP is in a unique position to
serve as a model for other employers and for the insurance
industry. ; -

Over the past several years, the FEHBP has been moving toward
mental health and substance abuse parity.

OPM has eliminated lifetime and annual maximums in the
Program, and negotiated with plans to move away from contractual
day and visit limitations and high deductibles, copayments, and
comsurance for mental health coverage. For 1999,
pharmacotherapy, medical visits and testing to monitor drug
treatment for mental conditions were covert:d as pharmaceutical |
disease management.

Given recent advances in treatment and related factors, the
President is confident that parity in the Government’s health
insurance program for federal employees, retirees and their families
can be achieved affordably through appropriate care management,

-END-
United Office of Theodore Roosevelt {(202) 606-
States Communications Building 2402
Office of 1900 E Street, NW  FAX: (202)
Personnel Room 5F12 606-2264
Management Washington, DC

20415-0001

| News Home Page | Web Site Index | OPM Home Page |

Web page updated 15 June 1999
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US. Office of Personnel Management

FEHB Program Carrier Letter > Office of Insurance Programs
All Carriers

Letter No. 1999-027 Date: June 7, 1999

Fee-for-service [23] Experence-rated HMO [24] Community-rated HMO [25]

SUBJECT: Mental Health and Substance Abuse Parity

Introduction

At today’s White House Conference on Mental Health Parity, the President directed the Office
of Personnel Management to achieve mental health and substance abuse parity in the Federal
Employees Healih Benefits (FEHB) Program. Our work with health plans and others has
demaonstrated conclusively that this goal can be reached effectively. In its simplest form, we
want {0 enlist your support to make plan coverage for mental health and substance abuse
identical with regard to traditional medical care deductibles, coinsurance, copays, and can and
visit limitations. We recognize that there are a variety of benefit design approaches that can
achieve this goal. We are excited about this initiative and look forward to a cooperative
introduction in the 2001 contract year.

Background

Over the past several years, the FEHB Program has been moving toward mental health and
substance abuse parity. We eliminated lifetime and annual maximums in the FEHB Program. We
negotiated with health plans to move away from contractual day and visit limitations and high
deductibles, copayments, and coinsurance for mentaj health coverage. For 1999, pharmacotherapy,
medical visits and testing to monitor drug treatment for mental conditions were covered as
pharmaceutical disease management. We encouraged the use of Preferred Provider Organizations
and atilization management to improve mental health benefits, and we allowed some mental health
improvements as an exception 1o our normal policy of only accepting cost-neutral benefit changes.
Finally, we have not accepred proposed reductions in the value of mental health benefits. While we
had good success. more work is needed. )
We reviewed research by the National Advisory Mental Health Council, the National Alliance
for the Mentally Iil, the Subsiance Abuse and Mental Health Services Administration, and
others. We also considered recommendations of the National Institutes of Mental Health.

These sources indicated a growing consensus on key issues of the effectiveness of freatment and
the efficiency of managed delivery systems in providing care.

At our 1998 carrier conference, we hosted a panel of experts on mental health and substance

abuse services. Their presentations stimulated a Hvely discussion on how managing behavioral
health care can affect the cost, comprehensiveness, and quality of mental heaith and substance

-



abuse services in an employer-sponsored health benefits program. Many of you expressed an
interest in using the information provided to enhance programs within your plans.

These activities coincided with other factors such as legislative action at the State level,
insurance industry trends, recent advances in treatment, and the proven ability of managed
hehavioral health care organizations w control costs.

Action

We are convinced that mental health and substance abuse parity can be introduced, using
appropriate care management, in a way that expands the range of benefits offered and holds
costs to a minimum. We believe that parity can be delivered in a fully coordinated managed
hehavioral health environment that incorporates techniques such as case management,
authorized treatment plans, gatekeepers and referral mechanisms, contracted networks, pre-
certification of inpadent services, concument review, discharge planning, retrospective review,
and disease management. We hope to partmer with you in creating options that will work best
for your plan.

We encourage you to start planning your implementation strategy now, since contractual
arrangements take time to put into place. By working together, we can ensure a smooth
fransition to parity in 2001. ‘

If you have any questions regarding this letter, please contact your contract representativer

Sincerely,

(signed)

Fraonk D, Titus
Assistant Director
for Insurance Programs
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July 13, 2000

MEMORANDUM FOR PERSONNEL DIRECTORS OF EXECUTIVE

DEPARTMENTS AND AGENCIES

FROM: JANICE R. LACHANCE
HRECTOR

SUBJECT: Menial Health and Substance Abuse Parity

Impiementation in the Federal Employees Health

Benefits
(FEHB) Program

In 2001, we will introduce an important enhancement 1o the FEHB Program — parity
henefits for mental health and subsgtance abuse treatment. We warnt to ensure that

this contributes 10 heslthy outcomes for Federal employees and their families.

Federal agency personnel, particularly Employee Assistance Program (EAP) staff,
represeént an important front line in our effort to do this.  In this memo, we want (0

offer information and assistance to you and your EAPs, enlist your support, and

encourage your suggestions. We need your help,

At the White House Conierence on Mental Health held on June 7, 1999, President

Clinton directed the Office of Personnel Management (OPM) 10 achieve mental

heaith and substance abuge parity in the (FEHB) Program for contract year 2001,

Subsequent to the President’s directive, OPM issued its annual policy guidance

tetter for the year 2001 to all FEHB health plans on April 11, 2000 (relevant section
attached). Our letter directed heaith plans to provide network parity coverage for all
diagnostic categories of mental health and substance abuse conditions listed in the
Diagnostic and Statistical Manual of Mental Disorders, Fourth Edition (DSM 1),
We encouraged heaith plans to manage mental health and substance abuse care in

order to expand coverage cost effectively. We required that coverage be made

available for services to treat all DSM IV diagnoses to the extent that the services!

0 are included in anthorized treatment plans;
o delivered in accordance with standard protocols; and
O meet medical necessity determination criteria

Parity in the FEHB Program means that coverage for mental health, substance
abuse, medical, surgical, and hospital services will be identical with repard to

traditional medical care deductibles, coinsurance, copays, and day and visit

limitations, Historically, heaith plans have applied higher patient cost shaning and
shorter day and visit limitations to mental health and substance abuse services than
they did to services tor physical iliness or injury. Beginning January 1, 2001, this
practice will stop when patients use network providers and comply with authorized

treatment plans.

http://www.opm.gov/insure/health/p../071300_mental health.ht
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We anticipate that FEHB health plans will implement these benefit enhancements
in a variety of ways. Some health plans will use the services of managed behavioral
health care organizations {MBHO) and their networks of providers, while others
will manage their own provider networks.

Since your front line EAP personnel are involved in the initial assessment of
conditions and treatment referrals, they play a vital role in achieving healthy
outcomes for Federal employees and their families, Your EAP personnel, who .
aiready have relationships with FEHB health plans and their MBHOs, need to work
closely with those organizations so that they can effectively coordinate the changes
that will occur at the beginning of the 2001 contract year. They need to be certain
that they are up to date on their local health plans’ benefits, network entry
procedures, authonzation processes, care transition procedures, and telephone
sysiems to facilitate appropriate referrals,

OPM’s Office of Insurance Programs will work with FEHB heslth plans 1o educate
Federal enrollees and their families on this parity initiative through a multi-faceted
approach using enroliment guides, brochures, and web sites. Your EAP personnel
will be able to access health plan brochures that contain plan benefits, procedures
and phone numbers on the FEHB web site at www, opm.gov/insure by mid-
November. The web site also will have other information on parity including a set
of questions and answers that will explain our approach. '

Smooth coordination berween your EAPg and FEHB health plans will enable
Federal enrollees and their families to get the care they need when they need it
This will benefit our workforce by improving health cutcomes, providing financial
protection, and reducing employee absences and disabilities.

Please share this memorandum with your EAP personnel and encourage them 1o
participate fully in our upcoming communication and education efforts, Their
participation is vital to our success. They may comact Mike Kaszynski, Policy
Analyst, Insurance Policy and Information Division, through email at
mwkasnyn@opm.gov with any suggestions on implementation or any problems
they become aware of when implementmg this imitfative. The point of contaes for
EAP matters is Frank Cavanaugh, EAP Program Manager, Office of Workforce
Relations, at ftcavana@opm.goy .

We would like to thank you for your help in implementing this important initiative.

Attachment

Attachment
Mental Heaith and Substance Abuse Parity

Intreduction. At the White House Conference on Mental Health held on June
7, 1999, President Clinton directed OPM 1o achieve mental health and

http://www.opm.gov/insure/health/p.../071300_mental_healthht  11/06/2000
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substance abuse parity in the FEHB Program by comract year 2001, Achieving
panty means that your Flan’s coverage for mental health and substance abuse
maust be identical with regard to traditional medical care deductibies,
colnsurance, copays, and day and visit limitations. We recognize that there are
a variety of benefit design approaches that can meet this standard. This leter
sets out the elements that we anticipate will be present in your proposal for
mtroduction of panity in the 2001 contract vear, We look forward 1o working
cooperatively with you to implement this initiative.

Background. For the past several years, we have negotiated ehanges to
improve mental health and substance abuse benefits in the FEHB Program.
At our 1998 and 1999 carrier conferences, we featured presentations by
panels of experts who discussed the desirability and feasibility of achieving
mental health and substance abuse treatment parity at an affordable cost,
We stated then and in subsequent discussions that we expect your
proposals for 200] to eliminate differences in benefit levels and limitations
between coverage for mental health and substance abuse services and
medical, surgical, and hospital services. We also provided you with
extensive information zbout this initiative af our camrier conference in
October 1999

To help us develop more specific guidance for implementing parity in the
FEHB Program, we coniracted with the Washington Business Group on
Health {(WBGH) for 2 report on the practices of other large employers.
WBGH assembled a group of eight employers who provide parity or sear
parity benefits in their health plans and collected information from thém on
best practices and potential pitfalls. They analyzed and synthesized the
approaches of the participants and provided recommendations to OPMina
report published March 10, 2000. We sent you a copy by email, The text
also is available on both the OPM and WBGH web sites. The OFM web
site is www.opm.gov/insure. The WBGH web site is

www.whbgh com/html/new at wbgh.html. The report helped us
immeasurably to clarify issues and refine our approach,

Delivery Systems. The overriding goal of parity is to expand the range of
benefits offered while managing costs effectively. Based on studies by the
National Institute of Mental Health, the Substance Abuse and Mental
Health Services Administration, and others, we believe that you can deliver
panity coverage cost effectively in a fully coordinated managed behavioral
heaith environment. We anticipate that your panty benefit proposals will
likely cncompass an appropriate care-management structure. For Flans that
currently provide unnanaged fee-for-service or point of gervice mental
health and substance abuse benefits levels that are below those for medical
benefits, you may continue (0 offer these henefits, but you must also
provide in-network henefits that meet the parity standards. However you
choose to provide parity benefits, access to providers of care should be
consistent with the intent of the “Access to Network Providers”™ discussion
below.

hitp://www.opm.gov/insure/health/p.../071300_mental_health.ht  11/06/2000
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Managed behavioral healtheare organizations (MBHO) can provide a range of
services to fully implement or supplement your program. They can establish
networks of providers for you and manage network services using treatment
plans and care coordinaiors. Alternatively, they can manage the care delivered
by vour existing network providers. If you decide to contract with a MBHO,
please include in your selection criteria such factors as accreditation by an
independent organization.

I vou do not choose 10 use an MBHO, we still encourage vou 1o consider
approaches such as gatekeeper referrals 1o network providers, authorized
treatment plans, pre.certification of inpatient services, concurrent review,
discharge planning, case management, retrospective review, and disease
management programs. We will be looking for proposed strategies that will
expand access (o services and mitigate the cost impact of doing so.

We also expect you to develop benefit packages that will make effective use of
available treatment methods. Since much successful reatment for mental
hezlth and substance abuse conditions is now being delivered through
alternative modalities such as partial hospitalization and intensive outpatient
care, we encourage a flexible approach 1o covering a continuum of care from a
comprehensive group of fcilitics and providers.

The experience of other purchasers has shown that in order to manage care
effectively, access should be available 24 hours a day 7 days a week to
facilitate immediate referral to appropriate treatrent. While the prudent
layperson standard will continue to apply to mental health and substance
abuse as well as medical emergencies, this level of access can ensurc that
care 15 rendered in settings that are most appropriate and cost effective.

Full coordination of care between primary care physicians and behavioral
health providers and networks can also improve both outcomes and cost
effectiveness. Discharge planning should assure that inpatient treatment i3
followed by appropriste outpatient care. Coordination of care i3 especially
important for patients with multiple diagnoses.

Covered Services. You must provide coverage for clinically proven
treatment for mental iliness and substance abuse. We expect that will
mclude all categories of mental health and substance abuse conditions
listed in the Miagrostic and Statistical Manual of Mental Disorders.
Fowrth Edition {DSM V) 10 the extent that the services for these conditions
are included in authorized trestment plans. Treatment plans should bemn -
accordance with standard protocols, and meet medical necessity
determination criteria. Y ou may limit parity benefits when patients do not
substantially follow their treatment plans, However, you must continue to
provide medically necessary services to stabilize the patient during acute
episodes, As before, vou are not required to cover services that are
currently covered and paid for by public entities, such as state or local
govemnmment or schools,

http://www.opm.gov/insure/health/p.../071300_mental_health.ht  11/06/2000
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Network Cost-Sharing and Day/Visit Limitations, You must provide
retwork or similar medical, hospital, pharmaceutical, outpatient facility, and
professional services for the treatment of mental and substance abuse
conditions at the same benefit levels as for any other illness or disease, Cost-
sharing, including deductibles, coinsurance, copays and eatastrophic
maxirmums must be the same. Day and visit limits must also be the same.

Mental health and substance abuse benefit levels should be based on the benefit
category for comparabie medical treatment, such as, inpatient hospital,
professional office visits for specialists, diagnostic tests, and pharmacy
benefits. The copayment, coinsurance, or deductible that applies to a specialist
office visit for a physical illness will apply 1o an office visit for therapy from s
mental health provider. The same cost sharing that applies to a test to diagnose
a physical iliness, such as diabetes, must be applied to a test to diagnose
depression. The same inpatient deducuble, copayment, or coinsurance that
applies to an acute inpatient hospital admission for a physical iliness or disease
should apply t¢ an inpatient hospital admission for a substance ghuse or mental
health condition, :

-

Where there are no coverage limits for other diagnoses, there should be none
for DSM-1V diagnoses. If there are coverage limits or other conditions under
your medical benefits for cenain services, you may apply the same limits for
analogous services under your mental health and substance abuse benefits. For
example, the allowable number of visits for speech, occupational, or physical
therapy may be no fewer for an autistic child who requires those services than
for a person recovering from a stroke who needs the same services.

Out-of-Network Cost-Sharing and Day/Visit Limitations. HMOs may
continue to 1imit services to network providers only, unless your Plan has a
point-of-service option. All other delivery systems must give members the
option to use non-network providers. However, we do not expect parity for
out-of-network coverage so long as you meel reasonable standards for access to
network providers and facilities. You may keep cost sharing, day/visit limits,
and catastrophic maximums for cut-ofsnetwork services for mental health and
substance abuse at or near year 2000 levels.

Catastrophic Maximums, Deductibles and other Plan Provisions. We will
leave to your judgment how you decide to handle deductibles and catastrophic
limits, and we will ententain ali reasonable proposals. In kceping with the goal
of panily, you may propose either (0 combine or separate deductibles and
catastrophic limirs for medical services and mental health and substance abuse
services, You may also propose other changes to your basic Plan structure
such as copayment, coinsurance or deductible levels. We will consider your
proposals in the context of your enfire benefits package. Proposals from
HMOs must be consistent with their community practices.

Access to Network Providers. We have encouraged you to contract with a

broad range of providers and facilities to ensure adequate access to care. In
addinon, we learned from the WBGH report that patients often get better
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results with providers with whom they feel comfortable because they share
commeon characteristics such as race, sex, or ethnicity. This finding parallels
experience in other areas of our increasingly diverse world. You should
consider the advantages associated with providing access to a diverse group of
practitioners. ‘

We understand that enabling access to providers can be more difficuit in some
geographic areas. Nevertheless, we expect you to explore every possible
option, including contracting with existing community mental health and
substance abuse providers and facilities, and incorporating into your networks
providers who are already treating some of your members. It is inportant to
provide significant levels of in-network services in 2001 and beyond. We
expect you to work continually toward increasing access to network providers,
particularly in areas where there may be initial shortages.

Coverage provided outside the United States for mental health and substance
abuse services must be handled in the same manner as you provide benefits for
treatment of a physical illness for members residing or traveling outside the
United States.

Minimum Access Standards, As you know, there are no unuversally accepted
standards for access to network providers. As with preferred provider '
standards in general, access is typically measured by waiting times for-various
categories of appointments, such as emergency/eritical, or routine, and by
distance or travel time to the nearest available provider or facility. We will
apply a reasonableness test to your proposals, with the clear understanding that
an improvement effort will be ongoing,

Transitional Care. Your current members undergoing services for mental
health and substance abuse conditions at the beginning of the new contract year
will be eligible for transitional care coverage under specified conditions.
Transitional care must be provided if 2 patient can no longer receive any
benefits for services from a specialty provider with whom the patient is already
in treatment m January 2001, or if the reimbursement for that provider will be
less than 11 was in contract year 2000. Under gither of these circumstances, you
must allow members reasonable time 1o transfer care to a network specialty
provider. Note that the transition period may begin with notice given before
January 1, 2001, We believe that 90 days will be sufficient except under
extraordinary Circumstances.

Claims and Coverage Disputes. As you know, all FEHB members have the
right to a fair and efficient process for resolving disputes with their Plans. This
dispute resolution process will continue under parity. You must continue to
review all disputed claims before they are referred to OPM, including those
involving your MBHO, if you use one. We expect that you will review sl
disputed claims involving mental health or substance abuse reatment. We will
not accept a dispute for review that has been considered only by your MBHO.

Employee Education and Communication, Where there are significant
¢changes, wo must ensure that all FEHB members are thoroughly informed

http://www.opm.gov/insure/healtti/p.../071300_mental_health.ht  11/06/2000
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about benefits, network restrictions, network entry procedures, telephone
numbers, authorization processes, and referral procedures before January
2001, We will use enrollment guides, communication with Federal agencies,
and the OPM website to provide generzl information io the Federal
population. We will not specify a particular strategy, but will ask you to
provide a description of how you intend w educate your members. Plan

“brochures, Plan websites, fact sheets, newsletters, frequently asked question
and answer sheets, provider directories, explanation of benefits documents
{EOBs) over the remainder of this year, or other patient mailings, telephone
calls, and health fairs are all acceptable means of communication. &cccpzabic
strategies wil require multi-facered cfforls

Plan personnel who will have contact with members and potential members
should be knowledgeable about your network entry procedures, point of entry
telephone numbers, authorization processes, transfer of care procedures, and
referral procedures. It is especially important that your nurse advice telephone
staff or customer service staff and your representatives at health fairs be
prepared to discuss all aspects of your mental health and substance abuse panity
program. If you decide 1o use 8 vendor, you may want to bring their
representative to health fairs with vou.

Provider Network Eduesation. All of your medical providers and facilities
should be thoroughly informed about mental health and substance sbuse
network entry procedures, telephone numbers, authorization process, care
transition procedures, and referral processes. If you are introducing 2 vendor
into the process for the first time, it is critical to define lines of communication
and acceptable metheds for sharing information while preserving patient
privacy. You aiso will need to establish and communicate a clear line of
responsibility between you and your vendor,

The American Psychiatric Association can provide guidelines 1o help primary
care providers ¢ identify menta] health problems early so that appropriate
treatment can be initiated or referrals made.

Interface with EAP Programs. We will provide information to Federal
Employee Assistance Programs (EAP) about our new mental heaith and
substance abuse parity benefits. To ensure continuiry of care, you should use
existing EAP contacts or develop contacts where they do not already exist to
facilitate appropriate member referrals. EAP personnel will need to understand
your netwaork ontry procedures, authorization processes, carc transition
procedures, and telephone systemns, We will facilitate the exchange of
information between health Plans and EAP Programs.

Program Evalustion. We sre working with the Department of Health and
Human Services {(HHS) 1o evaluate the implementation and operation of our
mental health and substance abuse panty initiative. We Jook forward to vour
covperation as we undertake this effort to understand more systematically the
implications of parity for emplovers, health plans and participants.

Quality Assessment and Performance Management. This year our focus is
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on meeting the requirements for implementing mental health and sobstance
abuse panity in 2001, but we look forward 10 the time when we work with you
to institute performance measurement and quality assessment activities. We
will continue to work with accrediting organtzations and others toward the goal
of identifying 2 set of standards and measures that are generally accepted by the
industry and by both public and private purchasers. We will keep you

informed and seek your collaboration and cooperation in this process.

http://www.opm.gov/insure/health/p.../071300_mental health.ht  11/06/2000


http:health.ht
http://www.opm.gov/insure/healthlp

Azzachmerzt C: Federal Employees Health Beneﬁtsn—-Govemment
Contribution Formula

1. Public Law 105.33
2. Regulations



Attachment C: Federal Employees Health Benefits—(rovernment
Contribution Formula

{. Public Law 105-33



e
’ *Note this is o hand snrofimant pursuant lo Public Law 10832,

b, 1. 10533, Bruswesd Buvser heror 1397, yppreved TSI

-} Stad. o 2o :
H.R. 2016—412
“925 ... Jumuary 1, 1998, to Decomber 31, ¥
34 ... January 1, 2000, to December 51,
2000
35 ... Jamusry 1, 2001, to Decembor 31,
2002,

*2} The smount of euch paymenis shall be determined in
a@&% with z;egu}ations of the Sm;:;za of State wmﬁ:ﬁizm
with regulations for making corresponding determinations oY
chapter 83, ttle 5, United States Cods, together with interest
deiermined under regulations issued by the Secretary of State”.

{25 NO REDUCTION IN AGENCY CONTRIBUTIONS o con-
tributions under seciion 857 of the Forelgn Service of -

1880 22 U.8.C. 409715 shall not be reduced as a resnlt of

the amendments made under paragraph {1} of this subsection.

{f) Evreornive DATE ~—

{1) In genenranL. —This section shall take effect o
{A) October 1, 1997; or )
{B) if later, the date of enactment of this Act.
(2) Special RULE-~IF the date of enpctment of this Act
ia later than October 1, 1997, then any reference to Qctober

1, 1997, in subsection (a)(1), {c)(1), or {dX1) shall be treated

ne a reference to the date of enactment of this Act.

BEC. 1002, GOVERNMENT CONTRIBUTIONS UNDER THE FEDERAL
EMPLOYEERS HEALTH BENEFTTS PROGRAM.

{n} In GrutRAL ~Section 8306 of title 5, United States Code,
is amended by striking subsection {a} and all that follows through
the end of paregraph (1) of subsection (b} and inserting the follow-

my
“a}1} Not later than October 1 of sach yesr, the Office of
nnel Mansgement shall determine the weighted average of
the subscription charges that will be in effect dunng the following
contract with respect to—
!(2‘: enroliments under this chapter for sell slone; and
*(§) enroliments under this chapter for self and famﬁ% :

*(2} 1o determining each weighted average under paragrap
{1), the weight to be given io a particular gubseription charge
shall, with respsct & each Lgim {and option) to w it is to
spply, be rommensurate with the number of enrollees enrolled
in such plan (and option) as of March 31 of the year in which
the determination is being made, —

“(3) For u.rgases of paragraph (2), the term ‘enrollee’ means
any individua? who, during the coniract year for which the weighted
average is to be used under this section, will be eligible for a
Government contribution for health benefits,

“(b¥(1) Except as provided in paragraphs (2) and (3), the
biweekly Government contribution for health benefits for sn
employee or annuitant enrolied in a health benefits plan under
this ter is adjusted to an amcunt equal to 72 percent of the
Wighhﬁ? aversge under subsection {8¥1) {A} or {B), as upplicable.
For an smployee, the adjustment begins on the first day of the
employes's first pay period of each year. For an ennuitant, the
adﬁiatment begins on the first day of the first period of each
year for which an gnnuity payment is made.”.

{b} Errective Dare—This section shall fake effect on the
first day of the contract year that beging in 1899, Nothing in
this subsection shall prevent the Office of Personnel Management



Y

*Note this is ¢ hand snrollment pursusnt to Public Law 106-32,

+

-

H.R. 2015413

from teking any action, before such first day, which it considers
necessary in order to ensure the timely implementation of this

SEC. 7083, HEPEAL OF AUTHORIZATION OF THANSITIONAL APPRO-

PRIATIONE FOR THE UNTTED ETATES POSTAL SERVICE.

{n} REPRAL w

{1} In CENERAL —Section 2004 of title 39, United Siates
Code, is repealed.

{2) TECHNICAL AND CONFORMING AMENDMENTS. —~

{A) The table of sections for chapter 20 of such title
is amanded by regeahn% the itern relating to section 2004.

{B) Section 2003{eX2) of such title is amended by strik.
ing "sections 2401 and 2004” esch place it appears and
inserting “section 2401

(b} CLARMICATION THAT LIABILYTIES FORMERLY PAID PURBUANT
T0 BECTION 2004 REMamd LiaBILrries PAYABLE BY THE POSTAL
SERVICE ~—Section 2003 of title 39, United States Code, i8 amended
by adding st the end the following: :

“(h} Linbilities of the former Post Office Department to the
Enzgieyma’ Compensation Fund {(appropristions for which were
authorized by former section 2004, as in effect before the effactive
date of this subsection} shall be lishilities of the Postal Serviee
payable out of the Fund.”.

{c) EFFECTive DAtE o .

{1) I cENgRAL --This ssction and the amendments made
by this section shall take effect on the date of the enactment
o?t&ia Act or October 1, 1997, whichever is later.

(2} PROVISIONS RELATING TO PAYMENTS FOR FISCAL YRAK
1998.—

{A) AMOUNTS NOT YET £AID.—No payment may be made
to the Poatal Sarvice Fund, on or after the date of the
enactment of this Act, pursuant to any appropriation for
fiscal year 1998 authorized by section 2004 of title 39,
United Staten Code (88 in effect before the effective date
of this section).

{B} AMOUNTS PAID,~If any payment w the Postal Berv-
ice Fund is or has been made pursuant to an appropriation
for fisea! year 1888 authurizetf by such section 2084, then,
sn aroount equal (o the amouni of such payment shall
be peid from such Fund inio the Treasury as misgeilanesus
receipia before Qetober 1, 1988, .

TITLE VIII—VETERANS AND RELATED
MATTERS

SEC. 8601, SHORT TITLE; TABLE OF CONTENTS.

(2) SuorT TITLE~-This title may be cited as the “Veterans
Reconeilintion Act of 19877,

() TABLE ©r CONTENTS.~—The table of contents for this title
is as follows:

Ser. 8001, Short title: tabls of contents, ]
Subtille A--Extension of Twmporery Authorilies

S=c. 8511, Enhanced ioan natet nole muthority.
Baz. 5012, Home lcan fees,
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U.S. OFFICE OF PERSONNEL MANAGEMENT

NOTICE AND POSTING SYSTEM

Notice No. 98-40 Wasghingtan, DC 20415

Oave: September 2, 1998

Notice of OPM Regulatory Change

AGENCIES: POST THIS NOTICE IN A PROMINENT PLACE, The priached reguintions must be made avaiishie for
employéas 10 (eview in accordence with § W.5.C. T103{bJi2HA) and & CFR Part 113, Insert tha location where
the raguintions can be reviawed it the box below. This nofice should be posted for 8 minimum of 10 workdays.

EMPLOYEES: Tha OPM raguintions summarized in this Notice wers racently published in the Fedaral Register,
The complota taxt of the regulstiony, inclisding relevent dotes newd addrasses, is available for review in the
location listad below. This Notice is for informations purpases ondy, Publication in the Federsl R&gbw provides
oificial notice 1o the whllc of OPM reguintory changes.

REGULATION STAGE: [} eroposes - [x] wnterim (] Fina

SURJECT:  Implementation of New Government Contribution Formula Under the
Federal Employees Health Benefits (FEHB) Program.

SUMMARY: W are amending 5 CFR 890.501(1) and (b) concerning Government contributions ‘
wwant FEHB azigrollrmm rosts, ﬁin)wr: (b}ts 16 the Iaw under the Balanced

Budget Act of 1997 (Public Law 103-33, approved August 5, 1997), provide a new
method for cafcutaiing the Governmnent contribution effecgve with the 1999 comract
year. The new Government contribution equals 72 percent of the program-wide
weighted average of subscription charges in effect sach year, for self only enroflments
andl for self and family enrollmems, subject to 2 maximum of 75 percent of the charges
for any particular plan or option.

The Jaw directs OPM 1o determine the weighied average of subscription charges which
will be in effect for each upcoming conract year by October 1 of the preceding year.
The intzrien cegulations explain this calculstion,

LOCATION OF COMPLETE TEXT:

Jandce B, Lechenes
Atrarhument Director

"My Fedeest Racycling Program
inquinies:  Government personnel should contact their installation "N, Frneud on Facyoied Papes
spacislist; others may call OPM's Office of Insurence Y omi Form 10248 120

Programy, Insurance Policy end Informetion Division,

st 202-606-0181.


http:informlJt.ion.ed
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| Rui:s and Regulations

Faderel Register
Vol 83, No. 167

Friday, August 28, 1588

Tica ssction of the FEDERAL REGISTER
COALAFLS FIAESIENY COCImENtS bavirsy ganersl
popbosbisty s legal efince, migss of which
e layped! to and codiling in the Code of
Fogerid Raguitions, which i pobiished yndier
£ veles pursLard o 44 U.5.C, 1510,

The Code of Fecdors! Reguintions is soki by
e Suparietencent of Documena. Prives v
nove Dok are kxiedd it the St FEDBERAL
REGISTER haue 0} sach waok,

OFRICE OF PERBONNEL
MANAGEMENT

SCFR Pt 090
RN 3260 ALK

Aapcr: Offiee of Personnel
Managunent.

ACHOR: Interim regiistiuns with request
for comments. )

fammiary: Tha Dffico of Personnai

regulations to deacribo procsduses for
OPM's unnusl determinarion of tha
wewighisd avernge of subscriprion

in wifect for seff only and for self
end Somily enrollments under tha
Federal Employees Health Bansfits
{EEHEProgram. The determinations are
8 reguirement under recent sndmanta
to the FEHR isw which authorize & new
Cavernmaent contribution toward FEHI
sarollment charges slfective with the

contracs yenr beginning in Janusry 1989, -

which gensrlly pays 72 peromt of the
waighted svernge of subscription
charges.

DATEN: Interize eapuiations sre effactive
August 18, 1505, We must meeive
commenia gn or befors September 28,
1508, :
ADDAESSED: Send wyiltan commenta to
Abby L Slock. Chief, lusurance Policy
anch information Division, Retimmant
and fzsurancy Group, Ofce of
Personnsi Mansgement, P.O. Box 57,
Washington, DC 20044; or hand deliver
1o OFM, Room 3425, 1900 K Sirest NW.,
Washington, DC: or FAX to (202] 806~
0831,

' BOR: FURTHER INFORMATION CONTACT:
Panniz R Fose (202] 608-0004,
BUPPLEMENTARY INFORMATION: Tha
Bahaneed Budgst Act of 19597, spproved
on August §. 1897 (Public Law 105-32,

sac. 7002, 111 5tz 662}, amended the
Federal Employees Health Benefits
{FEHB! law to guthorize 5 pow
Govesmmmnt contribution fermula
sifoctive on tha first day of the contract
year tha? begins in January 19849, In
place of the “Big-6" formuis. which
evolved ungder FEHB low during the
sarly 1970°s, the naw furmuls bases
Govemmant cantributions on the
~wide waighted sversge costs,
or seif aniy and for xaif and family
enrsiiments, respoctively.

The Big-8 lemula provided a
Govenument contribution for sligibla
nro)leen in any FEHD plan or option
scpand 1o the lexser of: (1) 60 percent of
ihs simnle svaregs of self only or asif
snd famsily enro 1 for tha
highest leval of bensfits offered under,
tix farge pintx described in law, ot (2)
73 parcunt of charges for the
plan sn individusl slocts to enroll in.
Initially, the Big-6 formmuls affactively
tinkad Governmant contribmtions o
baaith plan prefsrences of & majority of
FEHE enrollees.

Orenrr time, theogh, FEHE enrotless
increzsingly left high option bealth
plane which were the basis of the Big-

8 formais and dispersed thaossives
ampng other plans. During ths 1870's
and 1080's, the FEHD Progmm
sxpanded from several dozon to sevarsd
bundred bealth plaas and bealth cae
inflation and rapid hosith olan praesius
ineases during this periad encournged
erroiises 16 mors carefully svaiuste all
optisns, One distinet compuonent of the
Big-§ fosmula, the Covernmentwida
Indemnity Benafit Plan, decidad io
wrminate FEHEB participation st the and
of 1080 due to escalating preminms and
declining enrollment. Bacsuse thy _
svaregs of preminms under the Sve
rsmaining 8ip-6 plans wonld have
resulingd in lower Govemnpmuent
contributions, Congress enscted
lgmporary legislation to continue the
Bla8 caloulstiog by yaing premiums for
ths five remnining formula plans and &
so-called phantormn premiury in place of
1hs Japsad plan. The phantom formuls
sifaciiveiy hald the GCovermment
contributlions near 72 perennt of total

costs and was tue to sxpirm at
the snd of 1888 in the absence of further
sction by Congpress.

‘The 1997 umendmenta to the FEHB
isw require a determinstion by the -
Office of Pursonns] Marsgemant (OPM)
in advance of each conimes yesr of the

weighted & of subscription
charges that will ba in effacs duriag the
yogr under sil FEHE plans, for seif only
wd for self and y types of
enrcliment, respectively. For empliuyses
&nd annuitants genersily, the law
provides s Governurent eontribution
oqusi to the lasser of: (1) 72 parewnt of
the mmount O1FM ;ﬂh:wmim is tha
progrem-witds waighted eversge of
subscription charges for the type of
earollment the individual sedecix, or {2}

7% percent of ths s s foy
s wphnismum K

{B)}. The intent of the new FEHD
cxmbribtion frrmula, which b refered
ter sk s “Falr Share™ fororeals, i o
wintein 8 consistent lavel of
{ipvemnmbni cantributions, axa
e e of o bewtih
guration cipating
plans or FEHH mm pattaras,
Tha luw requires OFM's
detsrmination of the asounts of the
weightad sverage of subseription

. charges for each FEHB comtrect yuar, for

solf only and forsalf and lmily
wnrellments, gof iatar than Octabes 3

>

txnedistsly precediog the boginning of -

thee COROLIOLT YORE i . By
nrovision of Jaw, the weight
given 1 sach subscriptivo that
wiil be in eifact for the following FEHB
sontract yaar must be congnenmamie
with the number of snrolleas siigibls for
s Goverimient contibution and sursiled
for the sumne plan or option as of March
31 of tho year in which the
daterairation is being mads, Thus,
QP will muhiily anch subscription
charge that will be in effect for the noxt
contract yasr by the number of eligible
enrollees wha arp in tha plan snd option
{0 which the charge applies ax of Mureh
31 tmmedisisly precoding the mmtrect
ysar. We will then compuie the total.
dolisr subscription charge amounis for
ol s0if only enrollmems and for all self
and family snrollments respectivaly,
Finally, we will divide sach detiar total
by the corresponding total pumbers
undar pach snrolimant type to schisve
the program-wide weighted averags
Tha FEHR In ‘ glear regardin
w i i
the mﬂmdzlugy &;m? the s
program-widn weighted sverage of
subscription charges in cases whate
haalth plans continue pation
substantially unchangad from yess o
yenr, UPM i3 issuing ropuistions to
wxplain how we insad 1o treal plans for
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puapmas of deternining the program-
wida weightad svemgs of subscription
charges wshen mnmom of o plan's
FEHS participation changs fom one
year to the next, including cases in
which plane moter the FEHE Pro .
caass participsiing, ot merge wi
another plan, sad cases in which
a health maintsnance crganization altary
its ious mting s% OPM
regulations provida

will provesd with our determination of
the program-wide weighted everage of
subsiription charges for the foliowing
conirect yoar on 1. I OPM
end thy carrier of say health plan which
has spplied 1o continun FEHB
. participation have got closed rete
nagotintions for tha following cantract
yeur by September 1, the reguiistions
state that OPM will apply deetuod
a&{;utmenu 1o such mj:iaa’t curteni-year
self unly and geif and family
subscription charges for purposss of
includiag surolless of the plan in the
rogamewids weighiod avesags o

' ' ; [»3
subscription charges, The deemed
adjusiments will be aqual 1o any
incrense ar decreuse that OFM Hnda to
axist i ;&akf;;im of the waightad-
8 su ipption charges using
only Em plans with which OB has
¢losed rata iations for ths -
fullowing contrant year by Septamber 1.
There wail ? oo resdjustment in tg:w

~wida weighisd sverage charpes
m rate negatiations closed slter

smber 1.

' wxpoct doemed adjustmants to be
infrequent because fsians in $ CFR
890203 roguirs all pians
submit benwiit and rew proposals to
OFM not less than T montha befors o
new cosiract year, However, tha

wns will sosre that (PM can
compinis determinstion of prograto-
wida weighted average chaoge mmounts
for eatch contesct yaar by October § of
the p mu na the lew roquires,
waid that complate informstion to assisl
serolives in comparing health plan
fentupen is pvailshls ot the sart of the
annual open anrciiment period in
N e newly partic

sewly pating or

terminating Fﬁﬂ plans inhorently lack
sue of two ra:g:ma dsts nowded for
determiniag the program-wids weighted
svergn of subscription cherges, namsly,
pmviezw; mtr:ﬁinﬁmt or zubscription
Chuerges for the fpllowing contract year,
the regulstions exclude data assocantad
with thess plans fram thase -
determinations. If two of move existiog
FEHB plans marge, or if a twe-option
plan soases tn offer ens of the optione,
tha regulstions stats that OPM will use
tha cambined snroiimants from the

miorging plans, or the two plan optons,
for purposes of weighting the
subscription charges for the successor
entity. . ’
Contracts with comprahansive
medical plans {C4Ps} mey inclade
differant ratex lor spocified posdons of
the pian’s service area snd will asyign
& distinet snrollment cods for aach
rating area, Such plans ocragionally
dovide to split the existing reting sreels}
into two G OTE BEW AI88A G 16 .
reconfigurs geographic amas covored by
exixisg reting codes. Whea this oomurs,
there may not be & direct cotrelation
between the piss’s curvent-yoer
emollment and ra!ing!c?;i:s for the ¢
following contract urposes o
dmgzging the my:;ﬁ; 1 g; given to

aack pew subscription charge. So,

whers » participating COVP plan i
altering its FEHE rating structure for the
followiny czmtract year, the reguistions
provids that OPM will sstizuate what
purtion of the tolal enrciiments under
ail pating codwes for the s plan o
March 31 of the determination vess
correlnins to sach of the plaa’s ruting
codes for the following contract L{:u
Finaily, we are rensoving oxisting
provisions in parsgraph § CFR
#90.501(b], and the refavencs to

_ paregraph ) in 3 CFR 890.503(s),

which reflect FEHRB law in effact prior
to 1874 amendments to ths Government
contribution formuls {Public Law 93~
248, soction 1, 88 Sist, 2,

Walver of Noties of Proposed
Rojemaking snd Deley s Effective Dain
Furmuant to sectinn $53B{1B) and

{30 of titin 5, United Stgtas Cods, |
find thet good cause axists for waiving
the gerzersl notirs of proposed

ing and lor makicg thess rules
gffactive in leas thae 34 days. These
regulations essentisily yxpound on
requirement s he FEHB lsw, which
inchudes & xmnbad meth , far
OFM to make a determinstion of
weighted aversge of subscription
charges in efect undor all FEHB plans
in each contrect year sfter 1996,
Accordingly, notice of preposed
rulsmaking end public procedure

are unyiecesssry. Alw, good
oouse exists for making thase reles
sfsctive i loss than 30 days, The law
gives (OPM soma discretion rogarding
the time frarmin for making the required
determination. For puarprses of
including Informstion on Government

voatribulions in materials for the snnusl

FEHD vpen ssvotlment period in
Novsmber, OPM conciudas that
determination of the weighied svarage
of subscription must proceed o
S;glamh«r 1 sach yenr, beginning with
1 ai

© apeordance wi

Reguistory Fiexibility Act

1cartily thal these regulstions will net
heve & significant economic impact on
4 substantial number of small eatities
because tha reguistions only affect
Federal Governmenl coptributions
towand sarollment costs under the
Federsl Employee Health Benafits
Program. .

Execotive Order 32844, -
Review £
Tids raly hos been reviewed by the

Office of Mansgement and Budgst in
Exocntive Order 12886,

List of Subjects in 5 CFR Part 896
Adminisiative pracsien sad
wre, Governmant emp loyess.
Haunlth fart Bities, Health tnmorence,
tHealth profsesions, Homages, imq,
Kuwait, Lebanon, Reporiing and record
keeping roquirements, Ratiresnant.
U.S. Gifles of Persannsi Managmmeaot.
Jacics K. fachaooe,
Direcicoe. '
Ancerdingly, OPM 13 zsmending Title
?:iﬁwﬁoda of Foderal Ragulations ax
Hows: '

PART 800—FEDERAL ENPLOYEES
HEALTH HENEFITS PROGRAM

1. The authority citgtion for pant 850
continues to rosd as follows:

Anthority: § $1.5.0 6917 § 65020 ais
issowd under 50 UL8.G 403p, 23 (1.5 1080
2od 40880 L; subpart L sizo tarsnd saodor
e 5090 of Pub. i 101513, 104 S, 3064,
23 amnded: § SO0 62 slso ivumd wodir
sections 11202{f, 11233e), xoid 11246 {5}
and {c) of Pub, L. 105-32, 115 Stat. 258,

Subpan E—Contributions s
Mithhoidings

2. Amond § 856.501 by .
parsgrapha {aj and (b) (0 roud as follows:

FAU0501  Glomernmerst corrtibutinm,

in} The Government contribution
toward subscription charges under ail
health benefits plans, for sarh anrolied
employws who is paid biwsokly, is the
amouni pravided ia sectian 8906 of Litle
5. United States Codo, plus 4 percmnt of
that amoest, -

{b) In acerdance with the provisions
of 5 U.5.€ 8906(a) which take effuct
with o conuract year that begina (n
Jsnupary 1899, OFM will determins the
amounis represanting the weighted
aversge of subzeription in offect
for sach coniract year, for seif onl
snraliments and for seif snd ¥
surollments, s foliows:

(1) ‘I‘ha;{a‘zmizmion of the mghwi
aversge of subscription chisrges
only includa those heaith bensfits plans
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which are continuing FEHE Program
pasticipstion Bom ons copirust year in

the naxt.

{1} H OPM and the carrier for & plan
that will continue participation have
closed nagotiations oo mizs for the
u ing contrnet year hy Septomber 3
of the current conteact year, i.e., the
datermination yoer, OPM will use the

lan's nagotisted subscription charges
the upcoming contract year in the
determination of the weighted avernge

of subscriptivn charges,
-Iﬁ}if{}g&&udmemmsplan
.. that agplied to continuas participation
-hutws 00t closd rats nogotistions for tha
'zf’mmﬁ%xmymby&mmban
* of the determination year, OPM will -
make a dewmed adjustmant to such
Piﬁn%mbmipﬁmch[:;gnmm
CULTUnt Cogtrant year of
counting eligible snrolloes af tha plan in
tha detsrmination of weightsd aversge
charges for the upcoming Contract yesr.
Thu deamed sdjustinent will squal any
increase or docresss (M Sndy in its .
detsnnination of the weightad everage
af subscription chargny fov the
upetsning contract year for sil plans
with which OFM has ciosed rates on
ber 1 of the detsrmination year.
) There will bo wo subsequent
adjustment in the wei &verege
charges spplicable 1o the upoaming
xastract your ba refloct vate negotiations
closad ofter September ) of the

{3} Except ny&fm specified in
parsgraphs (b2} (] anal ()2} of this
saciion, the weight OFM gives to esch
subscription charge for purposss of
detsrmining the weighted sverage of
subseription cluerges for the upconsing
contrnct yeur will be ionsts to
the numbser of fudivi who, ssof
March 31 of the detsrmination your, ers
eurolled in the ping or tensfits option
to which such chisrge applies srd sie
viigible for s Govornmant haaith
barsefits cantribution in the upeoming

COnLIACT yoar,
(l)_whmatmmmdgmm

uﬁ@@m&ﬂdy&rap& e

pian that is the result of & marger of two

or more plans which contract soparstely

with OPM during the determination
yanr, or applies to 8 plan which will

st o opfgw twa benabits options, OPM
will combine the seif anly snroliments
and the self sod family ensolimeanis
from the merging plans, or from s plan's
two bopefits options, for purposes of
ting subscription charges io sffect

vl
for the succasscr plan for the upeoming

CEMUIBCT YOAL
{i) When & comprahansive medical
fim (CMP} varins subscription charges
ar difforent portions of ths plaa's
sarvies sraa and the plan’s contrect for

tha upeoming contrnct year wiif

recond goographic areas associnted
with subscription charges, 10 thet there
will pot be 5 direct comrelstion between
wrrollmet in 1ho delerminaiion ynar
g e o il astmata what
ontre v witi astmate

ot your. O lews on March

contracy y
{31 Afiz:gm woights eack
subseription ch as provided in
ml’hﬁ w2l ihﬁﬁgl. and gi{ﬁi:i}
sactinn, cou
« azmciawd

the total number of srollments suck

amount Teprosents (o obtain the

program-wida weighted aversge

subscription charges for self only and

for self and family ensolisosuts,

respoctively.

- [ . * L

VR Doc. 98-22049 Frisd 8-27.98; :48 aml

SELIN CONE KALS$35-2 . '




Attachment D: Federal Employees Health Benefits—Premium Conversion
Regulations
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Rules and Regulations

Federal Register
Voi, 85, No. 3%

Wednesday. |nly 19, 2008

This section of the FEQERAL RESISTER
sanlang reguiatory docurnanis hawng geoeral
appicabiity and iegel sifact, awxast of which
ere keye! I and codifiad in the Code of
Faderg! Regulalions, which is pubiiished under
5O ses pursuand i 44 LSS 1810,

Tho Coda of Federat Heguialions i3 soid by
the Supenntendent of Douuments, Pricas of
rew hooks Bre #stad in lhe first FEDERAL
REGISTER izsue of each week,

OFFICE OF PERSONKEL
MANAGEMENT

& {FR Part 550
RiM 32062216

Pratax Alioimants for Hoalth Insurance
Premlums

AGERCY: Gifice of Personnel
Managemeant,

Acum: Intorim rzie with request for
CoOmMmEnts.

SUsARY: The Office of Porsonnel.
Munngomoent {OPR} s issuing interim
regulotions 1@ enable employees o pay
Federa} Employoes Health Banelits
(FEHB} premiumg through an alloument
from the empleyee's pay wthe
erspioying agency, Use of this allotment
mezhaniem nllows FEHE premiums to
be paid with pre-tax dollars, as provided
under secticn 128 of Lthe Internst
Revenuo Code. These alloiment
regulations are connected 1o 2 separaie
inierim rele, published io this issue ol
the Federsl Rogister, which will amend
the FEHE regulations o astablish the
Premium ConVOrsion progra.

DATES: This interim rule iz effective
September 18, 2068, Camments must be
received on or bofore September 18,
20600,

ADDRESSES: Comments may be seat or
deliversd to Donald }. Winstead,
Assistert Director for Compensation
Adminigtraion, Waorkforge
Coamporssation snd Performance Service,
{ifice of Porsannel Management, Room
7831, 1900 E Strest NW., Washingion,
B 20415-B200 [F AN (202) 606-0824
ar EMAIL: payvieove@opm . govi

FOR FURTHER MNFORMATION CONTACT:
Brygo Baker, [202) 6DB~2B58 or FAX:
{202} 6650624 or EMATL:
povieoveBopm.gov.

SUPPLEMENTARY INFORMATION: At the
Frosident's direction, OPM will
implempnt a health insurance premium

vonversion plan for employees
garticipating in tho FEHH Program. The
gremium conversien plao is partofa -~
“ealeteris plon” under Section 128 of
the internai Revenue Cods,

The premivs conversion pisa will
take effect oo Uctobor 1. 20060, Under
the plan. employeey’ FEMB premium
withholdiags aro treated ¢ a pre-lax
salary reduction, Because pramium
couversion lowars employres’ Inxahie
income, it roduces their tax hurdes, The
reduction iotaxshis income reducas the
base for Federa! in¢nme tax, Social
Securily and Medicore taxes, and, in
most Staies and lpcalities, Stste and
local taxes based on income.

Employees in tho Executive Branch of
the Federa) Government who ame
participating in the Program and whase
puy i5 issued by an Executive Branch
sgeacy. will aviomstitally have theie
stlaries reduced and their health bensfit
premivms paid under the premium
conversiosn plan. Also, individuals
enszlled in the FEHB Program who are
empioyed vutside the Executive Branch,
or whose pay is not issued by an agency
of the Execulive Branch, will have theis
salarizs reduced and their FEHR :
premiums paid under our premiums
conversion plan if their employer, in
coordination with their payroli sifice,
egrees 1o offor participation in the plan.
However, sny individual enrctled in the

Program who doss not want to
participate in promicen conversion may
waive parlicipation, sulject W cerlain
Hmitallons,

Premium conversion has no effect on:
stazntory pay provisioas or the General
Schedule: the amaunt of any employee’s
health insuracee promium; or on the
wmount of tha Covarnmeni share
townrds the FEHRB Program premium on
behail of any emyplovee. Base pay for
retirement, lifo insyrence and Thrift
Buvings Plan purposes is uneffectod.

To ensuro that the premium
conversion plen qualifies for pre-tax
treatmeni ¢ haaith insurance
premivms, OFM is umending its
allotmeat regulntions a1 § CFH past 5350,
subpart €. Ench employes participating
i premaum conversion will make un
eHotment 10 his or her employin,
agency in the amount of the employse
share of the FEHE premium. The agsncy
will then use that smount te poy the
amployes’s FEHE premium. The
allotuent will be swlomatic unless the

smployee elects to walve premium
canversion,

We are alse amonding the ahiotman
regulations to make clear thit exgep!
whare thers 15 20 authority specific io
Federal smployeos {1, & siatute,
Exeentive ordor, Fresidential directive,
ar OPM regulations} sgancivs may not
guthorize ullolments for the purpose of
reducing toxahie income, For example.
a salary reduction for o ransporiation
fringe benefit voder 26 U.S.C 122{8}4}
is enother type of pre-ax aiictment that
is permitted by & U.S.C. P905(b} nad
Execntive Order 13150,

(IPB s issuing = sapareie interim rule
umending s FEHS reguistions to
establish the premivm ronversion
program effective in Gctober 2068, No
FEHB premium may be alloned except
as ellowed under the premium
conversion program. Therefore, no
allotment of FEHB premiums is
periiied until the frs day of the first
pey period beginning en or aiter October
i, 2864

Waiver of Notice of Bropesed
Rulemaking

In accordonge with section .
553(b)I3JiR} of tilin § of the 1.8 Cede,
1 find that gond couse exists for woiving
the general notice of propused
rulemaking. An oppartunity {or public
comment prior to issuing this rule is
unnecessary and contrery o tha public
interest, In developing this reguiation.
OFM worked extensively with affecied
stakoeholders. OPM {ollowed the iaternal
Revenue Code to develop a plan
documens gad regulations 1hat comply
with tax law aud paratlic! the prectices
of private secior minpioyers. Itis
hucessary Lhat pryrell offices begin
work on syslems changes so thal this
benefit will be availabie at the siert of

. Fiscal Yoar 2001—3 lopical ime ie

tormy of Federal egency budpe! sad
payroll sdesisistralion,

Regulatory Flexibility Act

1 cartify thai this reguistion will not
have g significant econgmic impacl on
# gubsiantial number of gmall entities
beesuse the reguiation will only affeet
tax withholdings for Federal amployees.

Executive Order 12066, Regulalory
Review

Thixs rule has been reviewed by the
Office of Management and Budget in
ectordance with Exacutive Order 12866,
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List of Sublects in § CFR Part 350

Administrntive practice and
procedure, {laimg, Gevernmeat
employees, Wages.

1.4, Difice of Personnel Mansgamant,
janica R, Lachancs, :
Erecton .

Accordingly, OPM is amendiag & CFR

part 850 a3 fnilows:

PART 550—PAY ADMINISTRATION
(GENERAL}

Subpart C—Alotments and
Assignmants From Faderal Employess

1. The guthorily citstion for subpart C
af pant 550 continies 1o read as Inllows:

Authonty: § D80, $527 E.0, 10882, 3
LFR 1955-3667 Comp.. p. 502,

§550.501  {Amended]

2. Soction 550.301 iy amended by
removiag the definition of pey.

3. In §550.917:

A. Paragraph (s} i5 amended by
removing the periad 4t the end of
paragraph (a}{7} and adding a semicolon
int iis place:

A, A new paragraph (a){8) is added:

and

€. Paragreph (b is revised.

The addition and revision read a¢
follows:

E550.34%  Authorlly of sgancy.

zﬁ} ¥ ®x o »

{8} Ao allotment to the emuloying
Fedura] agency 1o pay au employee's
share of Federel Emplovees Health
Benefits prusniums, consistent with pan
852 of this chapier.

{b) In addition i those allotments
providad for in paragraph (] of this
section, 81 agency ooy parmit an
smployee i make en gligtosent for any
iegal purposs deewed sppropriete by
the head of the agency. This authority
does not extend to slotments to the
paving ugency for the purpose of
reducing inxable income, except whese
thero i5 an suthority specific 14 Federal
amployoss [statute, Executive order,
Presideniisl direclive, or OPM
reguislions! peemilling agensies 10
provide the pratax benedit in guestion.

L] & * - »

4. In §550.312. paragraph {f) is added
to read 1% follows:

§ 550212 Gunurs! Emitations.
* * * Ed L

() Notwithstanding the reguirements
in paragraphs {s} and (c} of this section,
an agency may make an allotment (or an
employee’s share of health benefits
premiums under § 550.311{a}{&) wilhout
spreific suthorization fam the

employee, untess the emploves
specificaliy waives such allotment.
Ageacy procedures Jor pracessing
employee weivers must ba gonsisient
wiih provedures established by 1he
Office of Persoonel Managament. [See
part 892 of this chapler.)

5. Sectiot 550,313 is sdded t6 read ne
foliows:

§£550.313 Order of procedenss whan there
la insutficient pay to cover s dethuctions.

{2} Except as provided in paragraph
{b} of this section, an agency must
deduct allotments from any not pay
remeining afier spplying all deductisns
sutharized by lsw, including any
deductions for retirement and other
benefits, Social Security and income lax
withheldings, collection of & dsht io the
Gowvernment via levy or salary offsat,
anst garnisherent, H there s insuffiaiont
net pay to sover all of ibe employen's
sllotmenty, the agency must deduct
silotmenls in the order specified under
itz esigblishud rules of precedence.

ib) An agency must deduct an
aliotmont for an employee's shars of
health bonefits premiums undos
£550.21 1{a}{8] before deducting sny
type of tax withholding.

[FR Doc. 60w18232 Filed 7-34-40: 3:10 pru)
BILLING COOE 3315014

DFFICE OF PERSONNEL'
MANAGENMENT

5 CFR Parts 896 pnd 892
AIN I20B-ASEY

© Health nsurance Premium Donversion

AGENGY: Ufice of Personnel
Mansgament.

acnon: interim rule with request for
comments,

gmMMARY: The (ifice of Personnsl
Munagement {OFM)] is issuing interim
regulations to enable employees o pay
Feders! Employees Health Benefits
(FEHE] premiums with pre-tax dotlws,
as provided under section 125 of the
Internsl Rovanue Code, These
reguintions esteblish the basic rules
under which thi¢ previivm conversion
plan will operats, boginning Oclober
2004,

SATES: This interim rule is effestive
September 1%, 2006. Comments must be
received on or before September 14,
2000.

ACDRESSES: Send writiza comments to
Abby L. Block, Chisf. insurange Policy
and nformation Division, Office of
Issurarme Peograms, Retireman! and
Ingsurance Service, Office of Persoonst

fManagement, Y900 £ Breet NW,
washington, DT 264 15~36G66: or deliver
i {IPM. Room 3425, 1800 F Strasg NW.
Washington, B or FAX to {203] 808
oR3 3,

FOR FURTHER INFORMATIGN CONTACT:
lL.ourie Bedenheimer, (262] 605-0U004. ur
email to Irbodenh@opm. gov.

SUPPLEMENTARY INFORMATION:

Hackgraund '

At tho President’s direction. OFM will
implement 2 heslth insurance premiurm
conversion pias for emplovees
garticipaling in the FEHH Program. The
premium convarsion plan is paci ofa
“rafeteris plan™ under Seciion 125 of
the Intsroal Revenue Code, OPM will
exequts a separale pian dogument 1o
ctmply with Section 125 requiremesnts
and will mnko that document availahle
an OPM's website: wwiv.apm.gov. OFM
iz also issuing separate insiructions o
persunnel aud payroll olfices,

The premium comversion plan will
take effect or October 1. 2000, Linder
the plan, employees” health benefit
premium withholdings ase reated us o
pre-tax salary deduction. Bacsuse
premium conversion lowers employees’
texabie income. il seduses thoir tax
rden, The reduction i taxable
incomue redhices the base for Fedesal
invome tax, Social Sscurity and
Medicare taxes, and. in most States snd
localities. Siate and local iexos based on
income.

While most Fedoral urnployess are
currently not covered by a premium
conversian plan, the Pederal Judiciary,
the United Siates Postal Sevige, and
som gmaller Executive Brunch npgencies
with independent sompensalion-setting
authority heve slessdy implemented
thair own premium conversion plans.
Employees of those eatities will 5ot be
covered by the graminm convarsion
plan described here.

All other employees in the Execulive
Branch of the Federe! Governmont who
are pariiciputing in the FEHE Program,
and whase pay s issued by an
Executive Branch sgeocy. will
automatically have their selory reduged
fthrough a Federes! aliotment) sndd their
FEHB premiums paid voder b
premium cosversion plan. Alss,
individuais enrolled in the FEHE
Program who ure employed outsige (he
Executive Brangh, ur whaose pay is not
issied by an agency of ths Exsculive
Branch, will have their salsries reduced
and their FEHB pramiums patd under
our pramium conversion plan if their
arapioyer, in cosrdinalion wilk thelr
payroll office. agrees 1o offer ,
panticipelion is the plan, However, any
individual enrollad in ths FEHB
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Program who does not want 1o
grrticipate in promivm Conversion My
wnive participation, subject {2 the
limitations in these regudations,

Premium conversicn bas no eflect om:
stalulory pay provisions or the General
Schedule: ths amount of any employse’s
tseaith insurance premium; or the
amouni of the Government share
lowards the FEHB promium ¢n bebaif of
any emploves, Base pay for tetirement,
life insurance and Thrif Savings Plan
purposes is unaffected,

To ensure that the premium
cotversion plan gusiifies for pre-tax
treaiment of health insurance :
premiums. OPM is also amending its
ailoiment regulationa m 5 CFR pant 550,
subpant € in & separate inisrim rule
issued simultanecusly with this rule,
Each employee participatiog in
premium conversion witl make an
silziment to his or her employing
agency in the smount of the employee
share of the FEHDB insurance premium.
The agency will then use that amount to
pay the smployes’s premium. The
ailotment will bo oultoatic unloss the
amployee electy 10 waive premium
¢uaversion,

Whaiver of Notice of Propused
Bulomnking

In accordance with section
553(b} 3B} of title & ol the U8, Code,
1 find that good cuusa exists for waiving
the general notice of proposed
rulermaking. An opportusnily for public
comment prior 10 issuing this rale is
unnocessury and contrary (o the public
interest. [y doveloping this regulation,
OPM worked extensively with gffected
stakebotders. DPM followed the Internal
Reveoue Code to dewnlop @ plan
domument and regulations that comply
with tax Juw and parsilel the practices
of privato sector employers. It is
necassary that payroll affices begin
work on systams ch anFs 56 that this
benefit will ho gvatiable ¢ the stert of
Fiscal Year 2001 lggice! time in
ey of Faderal agancy budget and
payroil administratien.

Regulatory Planning and Review

This regulgtion has been reviewed by
the Office of Management and Budgel in
accordnnes with Executive Urdar 12606,
“Regulatory Flanning end Review.”
Becausns this reguletion has an economic
impect exceeding 5100 million annually
it is defined by that Executive Order as
being “cconpmicaily significeny.” [ is
classified as o major regulatisn in
arcordunce with the Congressionsi
Review Act because of its evonomic
lmpact.

Analysis of Costs and Bonsfits

in{IPM's view, the bunefits of this
reguistion substantially amiweigh the
zests. Under this regulation, Feders!
emplovess with health insurance
through the FEHB Program will begin
paying their ingurance premiums with
pre-ax dolars, similar 1o how millions
of private secior employoes currenily
pay theic bealth insurance premiums.
The bonefits of this change in tox status
aze sigaificant: the Federal Covernmeni
will become » more compelitive
employer and ths iax liability of Fedorai
employees will docrense,

Costs of this regulation includea
start-up cost in the first yosr o
impizment the program: s decrease in
Medizare, Soninl Securiiy and income
taxes paid by Federal suuployecs: and
decroase in Feders! employer pryrsents
¢ the Medicare and Social Securivy
Trust Funds. The beoefits and costs of
this regulstion nre described in mose
detuil 3o the etlowing sectiens.

Stgeent of Need for Propused Action

In his 2000 Budge:, the Progidem
directed OPM to implement health
insurance premium conversion,
Premium convarsion will bring the
Federa]l Government in line with private
sectar practices rogurding employee
payments of health Insursnce
premiums. Over 60 million private
sactor emplovees with employment . .
based health insursnce pay their
premiums with pro-tax dollara. This
eegulation wil take advantage of current
taw to sllow over 1.5 miliion Federal
eriployees, rapresenting more than 3
million Hves including dependents, to
heve the same benelit as private secler
workers. As o tesult, the Federal
Sovernmen will become a more
sampetitive emplover and healb
tnsurance will becoms more sfiordabile
for Federsl emplayeas.

Examinztion of Allernativg Approaches

In order 1o implement the President’s
premium conversions direciive,
regalalory oclien is recessary. In
developing this regulation, OPM
cunsidered varicus ways to pul
gremium conversion inlo operation.

FM siso hired a conlracter with
substantisl sxperience in employes
benefits tax ¢omnpliance to writg u plon
documant thal canforms 1o IR Section
128 rules,

{3PM met with those Federal sgencias
that hiave already inplomented a
premium corversion plan: the 1.5
Postai Service. the Fedessi hudiciary,
end soms smali Executive Branch
egencies with independent
compensation-setting auvthority. It

siudied the range of implementation
issues that these organizations
ancountered. from payroll eystem
changes and educational oureach to
complying with the tax code, sod
identified the key issuas that OPM
would nead fo address. OPM hos
developed these reguiations by using
the “besl pragiices” of gther employers
i terenss of premiuvm azzmm?ion

am development and 1
implementaliosn.

Benefits Analysis

Over i lagl few decodas, the 11,5,
labor marke: has become increasingly
competitive. Unemployment rates hove
Iwvered at aboul 4 peroeal. tha lowest
rates since 1970, Labay force
pasticipation 1etes arc at all tims
highg—7 percent in recent months. ap
from arcund 80 percent in 1970, Given
these tight lsbor market conditions, the
Feders! Covernment, fike ail amployers,
must use #very means possible 10 ansc
snd rewin high goality smplovees.
Currenily, the Fedepal Government is al
a compuotitive disadvantage in the lshar
matkel because its employess gay their
health insurssce premiumdwith after
lax doiiars. lu the privatg sector, many
employees pay their health insurance
premiums with pre-ax dollars, resulting
i redduced tax liabilities and groater
take-homit poy. This reguintion witl
siiminate the Federal Government's
competitive disadvantage in this ares,
giving i an sdditional 102l 30 atract and
retzin high quality workers and ingraate
empioyee satisfaction.

Another sdvantage of this cegulution
is that it lowers the tax Hability of
Federal emplovess. Ursider this
regulition, Federal employees will
enjov the sume beneflit ng privaie secior
employres and no longer will pey
income iax, Soeial Security tax oy
Medicare tax ony Lheir hoelth insurance
premium dollors. This wex cut increascs
the iske-home pay #f Federal workess;
Federa! workers enroiiod in the FEHB
Program can sove over 3430 per y¥esr en
averagi.

Cost Analysis

The costs assoclaled with this
regulstion are Lhe start-up ¢osts to
implemeat the premivs: coaversion
propramy: the decrease in Medicars,
Socisl Security, and income laxes paid
by Federal emplovees; and the decreass
in Federa! eniployer payments to the
Medicare and Social Security Tromt
Fonds. '

The stast-up costs ¢l this regulation
will be incurred in the first year ol the
program as individual Federal
Gaveramen| Agencies updale thoir
payrall systems to szcommodme
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premium conversion and g5 OPM snd
inghividunl Agencies educate the Federal
smplnyse population. including benefits
officers, sbout the new program. OPM
satimates the startup cost to be §3
millinn in 2001, with §2.5 miilion
coming from Agency implemeniation
zosty and the remainiog 5.5 million
from aducstional sutreach programs
such as information pamphiets far
smplovees and beneliis offiears, The
cost satimale is based on an assumpiion
thot sach of the 164 discrete non:-Postal
payrotl systems would incur $15,000 in
spending on systems analysis,
programming. testing, and overhesd.

in Fiseal Yeor 2001, the tax hansfit to
Faderal amployees caused by premium
conversion is estimated to be aboul $§670
miliion; $550 million in Federal income
tExes. 585 million in Social Security
taxes. &nd $38 million in Medicare
inxes. The decroase in Federal emplover
paymeonts {o the Medicare and Socisl
Securtty Trust Funds is sstimoied (o be
$85 mitlion and $35 million doflars
yespactivaly. Assuming thet health
insurance premivms will continue to
increase of recont rales, tha change in
ax benefits and Fedess! employer
pavmenis from premivm conversion is
expeiied lo grow at roughliy e
proportiona} rule in enag subsequant
year.

Rugulotory Flexibility Act

The Regulniory Flexibilily Act {3
U.5.C. 601 at saq.) (RFA] impuoses
cortain Teqiitements will rospedt to
Federai rules that are subject 1o the
notica and commoent requirements of
section 8583{bi of the Adminisirstive
Provedure Act (§ U.S.C. 851 wi srq.) and
wihich are likely to havo a significant
gconamic impact on g substaniial
number of small entities. Uniess an
agency deterrnines that 2sule s not
likely to heve & significant ecunomic
impect on a subsiantial number of small
entities, the RFA roquires that the
ageacy present an initiel rogulatory
flexibility analysis ai the time of the
gublicaiion of 1he rulemaking
duscribiog the impact of the male on
small entities and sesking public
eommiat on such impact, Srasi antities
include small businesses, organizations
und governmenta} jurisdictions.

OFPM has determined that this riule
will no! have a significanl economic
impact on o substantis} number of small
entities. The reguintion dogs not impact
smell eniities,

Unfunded Mandates Reform At

Fur purposas of the Unfunded
Mandates Reform Aoy of 1995 (Pud L
1044}, as well s Executive Crder
17875, this interim-final rele does no

include any Fodersl mandate that mey
result in an expenditure in any one year
by State, loval, or tribel governments, in
tha aggregats, or by the privete secior. of
5100 million ar moare

Federalism

We bave examined thisrele in
sceordance with Executive Order 13132,
Federalism, sod have determine that
this final rule will not have aoy negstive
impaci on the rights, roles, and
rasponsibilities of Btate, tocal or Tribal
governmenis.

List of Subjucts
& CFR Pari 456

Administrative practice and
procedurs, Government employees,
Heallb facilities, Health insurance,
Health professions. Hostages. Iraq,
Kuwait, {.ebanion, Reporting and
recordkeeping requirements,
Ratirernen.

3 GFR Pors 892

Adminierrative practice and
procaedute, Government employees,
Henlth insurance, Wages, Taxes.

1.5, Difice of Personnel Managsment.
Jasics B, Lachance,
Birwcior,

Accordingly, OPM is amending 3 CFR
part 43 and sdding part 892 as Inllows;

PART 890--FEDERAL EMPLOYEES -~
HEALTH BENEFITS PROGRAM

1. The authority citation for post 880
continues o read as follows:

Awthority: 5 11.5.C. 6913; § 890.343 also
jssuod undar 80 US.C. 203 p, 22 U.3.C.
QB9 and 408801 subpart L also issued
under sec. 599C of Fub. L. 101-513, 104 Stal.
064, us arzended: § 560102 also issued
under cections 112021} 1123 e). and
$1246{k] and [¢] of Puk L. 105-33, 31! Stal.
254 and section 721 of Pub. L. 105-263. 112
Lian. HiH1.

2. Amund § 890,301 1o revise the
heading and parsgraph {e}{31) to read ax
follows:

£800.301 Opportunitiea for smployoes
who arg not participants in prorsiym
conversan to snmmil or changs snrcitnast,
affeciive daige.

* * » L4 *

{2](1) Change 15 self onlv. (1] An
smployee may change the enrollmant
from seif and family to self only af any
timae. excepl that an employee
participating in health insuranca
pramium conversion as providad in purt
882 of ihis chapter may make this
change only during an opan season or
o sccoun of and consistent with a
aualifying lile event as defined in

§892.181 of this chapter tha sfeats
eligibilivy for noverage.

- - L] * *

3. Amend § 890,304 1o revise
paragraph {d)(1) 10 reod as follows:

§880.304 Terminatlon of anrallment.

- W " - +

[d¥1} An snrolloe may capcel his or
ber enrallment al any time ¥ Bling an
approprists regusst with the employing
office axcept that an emplovea
participating in health insurance
premium conversion b provided in part
842 of this chapler may make this
change only during an open season or
ot aeeount of and consistent with 2
qualifying life event defined in
§ 852,101 of this chupler that affects

" eligibility For coverags. The cencellation

takes effect oo the fast day of the pay
perind in which the agpropriste request
canceling the encallment i recaived by
the employing vifice.
L] L3 L] *

4. Add part 892 1o read as follows:

PARY 832.-FEDERAL FLEKIBLE
BENEFITS PLAN: PRE-TAX PAYMENT
OF HEALTH BENEFITS FREMIUMS

Bubpart A--Administration and
Goneral Provisions

Sec.

#92.10%  Definhions

862,107  What is prumiom conversion aund
How doas it work?

892.103  What gon | do i | disegres with my
agancy's decision about mY pre-or post.
wx glasiion?

Subpart BwLBpibilky and Participation

892.201  Whu is covured by the preminm
conversion plaat

B92.20%  Are retirees eligible for the
premium conversion plan?

492,207 Whan witl mv premium conversion
Tragin?

892304  Hoew do { waive participation in
pramium cerversion before the benalit
first acomes eilective?

892,205  Msy { waive pasticipstion in
premivm conversion afier the initial
unplementation?

852,205  Lan {cencel my waiver and
participes in premivm conversipn? |

882,207  {an lmeke chonges 1o my FEHR
snrsiiment while | sm partcipeiing in
pramive conversion?

#oziee  Cen i chunge fom seifanddamily
enrisiiment in FEHE w aeif-only
erralimen: &t ony dme?

BOL.200 Csnloancel FEHE coversge 6l anv
time?

802,230 Doss promium convarsion chengs
the affpetive date of s FEHB auraiimant,
change in enrolitmen:. or cencelistion ol
enrollment?

892.211  What happeng il t go on leave
withont pay (LWQP]?
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Subpan (wlontrlbutions and Withhoaidings

#22.301  How ds | pay my premium?

892,507 Wil the Government contrihution
emratinue?

BR2.503 Can [ pay my preminms dirsly by
check urster the promium cooversion
plan?

Subpent Hepmploysd Arng itarnts

892.400  Am I eligible for praminr
conversion if [ motire and then come baek
10 wisrk for tha Faderal Govemmanit?

Autharity: 5 U.54, 8913: 26 U.5.C 125

Subpwrt A--Adininistration and
Ganoral Provigions

§852.401 Dafinitions,

Days meen calendur davs,
Dependent reans a family member
whua is bath eligible for caverage under
the FEHB Program and a dependant as
defined in saction 152 of the Intornal

Revenus Cade.

FEMR Progrom mieans the Federtal
Buigployoes Hoolth BenefitsProgram
desczibed in 3 ULS.C. 8901,

Open Season means the period of
tizie sach year us described in
§ 850.303{8 of this chapter when al]
individuals aligtbhis for FEHB coverage
have the eppestunity to snroll or change
their enroiiment. These chunges becomes
affective with the first pay perind that
beging in the following year, For
additional open seasons anthorized by
OPM, they effective date is specifiad,

OPM muenns the Office ol Personnel
Managemsnt.

Qualifving Hfs even! MmaBRS 8Vans
that may parmit election changes uy
describad in Treasury regulaiions a1 8
CFR 1.148%+4 and inciudes the
follpvding:

{1} &&gjﬁnn of 1 dependony;

{2} Birth or adeption of y child;

{3] Chonges in entitlement to
Medisare or Medicaid lor you. your
spotse or dependent;

4} Change in work site:

£} Change in your employment status
or thut uf your spouss or Dependont
from either full-time to part-time, or the
FEVETSE

{8} Domh of vour spouse or
Dependand;

7} Divorce tr annulmeny

{8} Loes of s Dependent;

(97 Marriage;

(10) Significant change in the heatlh
goverage of you or your sprruse related
i vour sponse’s employment;

3;1} Start or ond of an unpaid louve
+f sbsence by yau or your spouso; or

{12} Start or ond of your spouse’s
empioyment,
£ 532,302 What iz premium conversion
sl how doos i work?

Premium conversion is ¢ mathad of
reduving your iaxable income by ihe

arount of your contribulion 1o your
FEHE insurance premyium, ! you are a
participant in the pregvium conversion
plon, Section 125 of the imernal
Revenue Code ellows you to reduce
your salary {through an employer
sliotment] and provide thet portign of |
your salary back o your employer
instead of being prid to vou oy tavable
income, this sliotted smount is used 1o
purehase your FEHB insursoee for you,
The effect is that your taxeble incoms is
reduced. Because tuxable income is
reduced. the amount of tux you pay is
reduced, You save on Fadaral income
tx; Social Secusity and Medicare tax
and in most States and locelitics. State
and iscal income inxas,

$892.103  Whaet can i de Il dhragree with
my agency’s declaion sbout my pro-or post-
tax gbestlon?

You may use the reconsideration
procedure set out at § 5 590,164 of this
chapter to request an ugency ©
reconsider its initinl decision afiecting
your participation in the premium
convarsion pian,

Subpart B—Eiipibility snd Participation

$382.201 Who is covered by the premium
vonversicn pian?

{al All empiayany in the Exscutive
Branch of ths FedemlGovernment whe
are participaling ia the FEHE Program
(as described in'% U).5.0.8801), and
whose pay is issued by an agency of ihe
ExceutiveBranch of the Federal
Governmeni. are sulomatically covered
by the premivm conversion plan.
Lenain resmployed snnuitants may be
considersd employees for purposes of
premium conversion, sy described In
mb%m D of this part. ‘

. {5} Emplayear of organizations that
have esiablished o premium conversion
plan upder separate authority prior ta
October 2000 may not participsiy in the
premium cenversion plan deseribed
hore because they are already covored
by their ernplaying sgency’s plan,

{e) Individuals tmwlledvin HB who
ata not employees of the Executive
Branch of the Foders! government or are
not employens of the Federal
goverament. will be covered by the
premium conversion plan if their
empleyer signs an adoption agreement
ihat is aceepted by OPM.

[d) Individusls enrotled in FEHB who
are appointed by en agency in tho
Executive Branch, but whose pay is nol
issued by that ugency. will be covered
by the premiom conversion plan if the
entity that makey iheir FEHEB
contribuiion signs en edepbion
agreement that is socepied by OPM,

{e] Individuals may waive premium
conversion by Bling 2 walver form with

their geaplover i woeordance with this
port,

§892.202  Are retiteus eligible for the
premlum converslon plan?

Ne, anly curren: smplovees who are
enrolled in the FEHBProgram are
covered by the premium conversion
plan. Former employees are 0ot eilgible.
i you are o reempliyyved ganuBian, s8¢
subpart I of ting pacl. ¥

EB92.203 Wher will my pramiam
converaion kagin?

Your salury reduction (through o
Federal a)lotment) and pre-tax benefil
become effective with the first day of
the first pay period beginning on or afler
Outober 1, 2000, i you are enaplayed in
a covared Executive Branch sgency us
deseribad in § 892 201a] Onherwise,
vour galary reduction {through s Fodens!
alloiment] and pre-iax begefit will be
elfeciive on the first day of the first gay
period beginning on or after the date
that your emplover officiaily adogis 1he
premium conversion plan (ses
§892.201(c), (d)).

§ 82204 How do | watve pargicipation In.
premitm sonvarsion befors the bengllt irst
becemes sifactivet

You mus: file v waiver form by the
date gel by your amploying office. bot
nof lster than the day before the
sHective duls of coverage. The waiver
form is avuilable Irom vour emploving
office.

§892.205 May | waive participation in
premham convereion after the Inltiat
imptomentation?

Yeg, but the opportunity to waive
preminm cobversian is Hmited. You
may waive premium convarsion:

tu} During chs annual FEHB open
spason, The effsciive date of the waiver
wiil ba the fizst duy of the Brst pay
period that beging in the foliowing
calendar vear,

(b} Al the sami time 1s you sign up
for FEHB when first hired or hized as n
reamploved ennuilant. Emplavees who
lenveFederal sorvico and are rehired
afior o three-day bresk in service ar in
a different calendar year also muy
walve;

{c} In conjunction with a change is
FEHE enroliment, on acoount of gnd
consistent with a qualifving His svent
fape §89L.301); o

{d} When vou have a qualifying life
event and the waiver is on aceount of
and congistent with that quelifyving hife
ovenifeven if you do not change your
FEHB enrollment]. You hyve &0 doys
afier the qualifying life svent o file o
watver with your employar, The waiver
iz sffective on the first day of the poy
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poried fallawing the date your emplover
receives the watver.

§5R2.268 Canl cancel my wakvor and
participste In pramium converslon?

Yes, you may cantel 8 waiver and
pariicipate in premivm conversion i

fa] Yuu have a qualifying life event;
the change in FEHE coverage is
congistent with the qualifving tile eveni;
and v complete an slection form to
participaiz ia premimm conversion
within 80 deys sfier the qualifying like
event: or

{1} You cancal your waiver during 4n
zpen seasan, ingiuding an extended
open ssason zuthorized by DPM,

§8I2.367 Can ) make churnges i my FEHB
enrcioment white | am perticipating In
premiven canveralon?

Generally, vou cen make changes o
yoir FEHR enroliment For the same
reasons and with the same effective
dotas listed in §8%90.301 of this chapier,
However, # vou are parbicipsatisg in
premiiu conversion there g two
exceptions: you must have a guehiying
iife event to change from selfand-family
snrotiment to selfonly enrollment or to
srop FEHE coversgs entirely. (See
552,209 snd §882.210.) Your change
in anrcllment must be consistent with
and cerrespond o your qualifving life
event ns desaribed in §682.3161. These
limitations only apply te changes you
may wish to make sulside apen sesson.

§602.308 Can | changs from self.ond.
taeily anrotiment in FENE o saif-only
anrolimant at eny tima?

If you are participaling in prémium
conversion you may change your FEHB
enrcliment from self-and-famity 10 solf-
oaly:

{a} During the arnusl open season; o

{1 Wilhin 60 days sfter you have s
gualifying life event. Your change in
enroliment must be sonsistent with and
correspond to your qualifying life avent.
For examypie, i\l you get divorced.
changing to seil-only would be
uonsistent with that qualifying lile
eysnt. I you adopt s child, a change
from setfonly to setfand-family
covernge would sizo be consistent with
that quelifying lifs event,

£892.208 Cenicancal FEHE woveraga ot
any time?

If you are participsting in premium
ronversion you may sancet your FEHEB
o verage:

{a] During the snnual open season; o7

th} Witkin 60 days sfier you haves
qualifying Life eveal. Your oanestlation
of coverage must be consistent with and
comrespond 1 vour qualifying life ovent,
For oxample. if you get married and
vour spouse is emplayed by a company

that prevides health insurance lor you,
than canceling FEHR coverage would be
ponsistent withk that gualifying liln
evenl. I you adopt 5 child, cencsling
caverage winsid nal be consislent with
that qualifying life event,

§88R2.Z8  Doaes pramium convgreion
changs the sMective date of an FEHB
ancalimant, change |n snroiiment, or
canceiiation of erreitmem?

Mo, If you are pasticipating in
promium conversion, the sflective date
of an FEHMB eraotiment, change in
envollment. or cancollation o
enroliment iy the samo effective date as
provided in §890.301 of this chapler,

§882.211  What heppuns if L go on lesve
without pay (LWCP)? i

fal Youy commencemenl of LWOP is
a gualifying life even! as dosurihed in
§892.181. You may change your
premive conversion alection fwaive if
yau now participate, or participats if
you now waive),

{b}3} You may centinve your FEHE
cowerage by ngreeing in advance of
LWOP 10 ona of the puyment gptions
described in parageaphs (h)(2). i3} or
(bi(4) of this ssction,

£2] Pre-poy. Prioy 1o commencament
of your BWOP you mny pay the amounl
dug for vour share of your FEHB
premiam during vour LWOP period, if
your arploying agency, ol iis discrotion,
allows you i do so. Contribufions undes
the pre-pay aption may be made
through presmives sonversion o0 & pre-
tax besis. Alternatively, you may pre-
puay premiums {or the LWOP period on
&n afier-iax basis.

i3} Direct poy. Under the direct pay
aption, you may pay your shore of your
FEHB premium oa the samp schadule as
payments would be made if you wers
not on LWOF, as described in
§ 880.502{b} of chis chapar, You must
meks the premiwm payments directly 1o
vensr emnploving agency. The payments
you make under the direct pay option
are not subject o premium conversion,
gad are made on an after-lax basis.

{4} Cotch-ug. Under the catchrugp
optiun, you must agroe in edvance of the
LWOP period that: you will continue
FEHE coverage while ou LWOP: yowr
emplover wriﬂi% advance your share of
your FEHB premium during your LWOP
period; and you will repay the advanced
atzounts when vou return from LWGER
{Dascribed i § 895.502(b) of this
ghapree} Your gstoh-up rontributions
may he mude through premivm
conversion.

£31 ¥ you remain in FEHE upon your
returs from LWOP, your catwch-up
premiugmgs and current premiums will be
paid at the same timen.

fc} Your roturs from LWOP
constilutes s gualifving life cventas
dascribed in § 882901, You mey change
your premism conversion shection
(weivs i you pow parlicipate, or
pantizipaie i you now waive). The
siegtian you choose upen calurn frem
LWOP will apply 1o your currant s well
#% your catch.ep proamiums.

Subpart C—Contributions }i'nd
Withholdings

BEDRINY  How do | pay my pramium?

Ag 8 partivipanl in premium
conversion, instead of baving your
pramium withbeld Fom after-lax salury,
vour salary will s reduced (through a
Federal allotment) by the amount egual
i yourFEHB premium, which vou will

_alled 1o your sgeacy. The allotment from

salary satisfies the FEHE pramuem

ayment ragquiroment of $1L.3.0. 8006,

cur employer is authorized v acoep!
thiz attotment under §556.311 s} (8] snd
§850.912 of this chapter or, for
gtoployers not subject to thoss
regulations, & similar mechanism. Yout
agency will uce tho allotment o pay
your skare of your FEHB psemiizm. This
will reduse your taxoble income as
described in § B82.102.

5682.302 Wi the Goveramant
coniributlen continua®

Yus, your sraployer will siiil pay the
same share of your premivum ss
provided in the Federal Employers
Heaith Banefits Act. and §890.5861 of
this chapter. Empioyee allotmenis do
not count toward the Governmen's
staintory maximurns contribulion.

§592,303 Can i sey My pramiume girectiy
by ehack urder the premivm consversion
plan? .

No, your employer must take your
contribution to your FEHEB premium
from your salary (o qualily lor pre-ax
restment.

Subpart 0—Reemployed Annuitants

E802.401  Am i siigible Tor premive
convardion if 1 retire and than coma back 1o
work for ine Fadoeral Government?

fa} If you are a rotirad individual
enruiled in FEHB who i3 receiving an
anmuly end you are repmployed in s
position \hat conveys FEHH eligibility
and is covered by the premivum
conversion plan. you ero suipmstically
covered by prenium conversion, unlesy
you waive pariicipation as described in
§ 892 265,

iBii1] H you do 6ot waive premium
conversion, your FEHE coverage will be
transferred 1o your smploying sgency,
and your empioying agency will sssume
responsibility for contributing the
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governmend shere of your FEHE
cuverage. Your coverage will be based
an your staiis as an active emploves
and your emgploving agency will dedant
your premiums from your salary.

{2} i you elect \o waive participaiion
in premism conversion. you will keep
your FEHMB coverage sz an snnuitant,
but vour contributions tawards
yowFEHE premivms will bo made on
an afiertnx basis. Your employing
agency mu¥l receive your waiver no
intar than B0 days after the date you
return :o Federal employment. A waiver
will be sffective at tha beginning of the
first pusy peciod after your emplover
receives i,

{c} ¥ you did not carry FEHB fnto
ratiremeoni and ynu: are reemployed sy
an employee in o pasition rovered by
the premium conversion plan, you may
enroit in the FEHE Program 08 o new
gmployee as described in § 890,301 of
this chagter, Upen enrolling in FEHBE,
you ate sutoematically covered by the
premium conversion plan, vnless yon
waive participation as described in
§892.205.

i} Your stalus a3 en anauilant under
the elirement regulations end yout
righl 1o continue FEHB as an snouitant
fuilowing your period of reemployment
is unaffecied.

iFR Doc, Bi~18200 Filod 7-14-08; 3:18 pa}
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KUCLEAR REGULATORY
COMMISSION

10 CFR Partn 2 and 50
RIN 3150 AG3E

Antitrust Reviaw Authority:
Clarlfication

AQENCY: 115, Nucleor Regutaiory
Commission,
ACTION: Final rule,

suMMARY: The Nuclear Regulatory
{ommission is clacifying its regulations
to reflect more clearly its limited
anlittast review guthority by explisitly
Himiting the types of applications that
must inciuds antitrust information,
Specifiesily, bocnisa the Commission is
not sutharized to camduct antitrust
reviews of post-oparating Heense
1ransfer applications. or ot least is not
sguiinnd 10 conduct thistype of roview
arsd hay decided that it no langor will
condust thetn. no antitrus) information
is requireed 55 part of o post-uperating
licensz wransior applicaton. Because the
current regulinlions do not cleasly
specify which types of spplications are
nut subiect (o anfitrust foview, these

clarifying smendments will bring the
regulintipns into conformance with the
Commissions Himited statutory
suthority to conduct eniitrast reviows,
EFFECTIVE DATE: This finel rule s
efferzive August 18, 2008,

FOI FURTHER INFORMATION CONTALT: Jack
R. Guldberg, Office af the Genarai
Couansel, 115, Nucleer Reguistory
Commission, Washinglon, DC 28555=
0003 ; telephone 301-415-1881; e-mufl
JRGi€nrc.gov.

SUFFLEMENTARY INFORMATION:

1. Background

in = license transfer epplication filed
on Getober 27, 1598, by Kansas Gas snd
Electric Company {KGE] and Kensas
ity Power end Light Company (KCP&L)
(Applicenis}, Commission npproval
pursuent to 30 OFR 50.80 wes sooughi of
a transfer of the Applicants’ possassion-
only interests in the operating Hoonso
for the Walf Creek Generating Siation,
Unit 1. {0 a new company, Westar
Energy, lug, Wolf Creek is juintly owoed
by the Applicants, ench of which owns
a5 undivided 47 percent interest. The
rernaining 6 percent inlarest is ownod
by Kansas Blectric Power Cooperstive,
Inc. (KEPCol. The Applicants requested
that the Commission amend the
operating licensa for Wolf Creek
pursusnt 0 10 CFR $6.90 by deleting
EGE and KCPL es iicensess and adding
Wastar Energy in their plsce. KEPCo .
oppoand the transfer on entitrust
grounds, ¢laiming thai the transfer
would havk sniicompetitive offecis and

* would resuft in “signilicant changes™ in

the competitive markst, KEPCo
petitioned the Comumnission to iaterveno
in the transfer proceeding snd requasted
o hesring, arguing that the Commission
should gonduct an antitrust caviow of
the proposed transfer under soction
105¢ of the Alemic Energy Act, 42,
0.5.C. 2135(c}. Applicants opposed the
patition and request {ar o hearing.

Hy Memarardum end Order dated
March 2, 1889, CLI-90-05, 43 NRC 199
{19948}, the Commission indicated that
although ity saff historically has
performed 2 “significant changes™
teview in conneclion with certain kinds
of Hicenss transiers. it intendod to
consider in the Wolf Creek chsa whethes
i dopan from thad practice and “diret
ths NRC stafi no longer to conduct
significam: changes reviaws in license
transfer cases, including the curren)
case.” in deciding this matter, tha
Commission stated that i axpected to
consider a number of factors, including

- ity siatutory mandsate, its sxpertise, and

ity rosources. Accordingly, the
Casnunission directed the Applicanis
and XEPCo 1a fla briafs on the single

guestion: “whether &5 s matter of law or
policy the Commissiun may and should
eliminale all antitrusi raviews in
connection with licease transfers snd
therefore terminate this adjudicatory
praveeding forthwith.” fd. o1 200,
Becauge the issus of the Commission's
authority to condust antitrust reviews of
Heense wansfors is of interest 1o, and
affects. mora than only the gerties
directly involved in, or affodted by, Lhe
propused Wolf Cresk izsnsfer, the
Commission in thet case favited amicus
curioe briols from Vany interesied
person o eodity.” CLI-58-05, 49 NRT at
200, n.1. (Brisfs on the issue
subsequanily were received rom a
number of nonparties) In eddition,
widespraad notice of the Commission's
intand to decide this matier in the Woll
Creek proceeding was pravided by
publishing that order on the NRC's weh
site and in the Federal Register {84 FR
11069; March 8, 1909, and also by
sanding copiss o srganizations known
tn he setive in or intgrested in the
Commission’s antitrust activities. /d.
After considering the arguntenis
presentad in tha briefs, and based on 4
thorough da nown review of the scope of
the Commission's antitrust authority,
the Commission concluded that the
siructure, language, and history of the
Asmic Energy Act do not suppost its
peicr practics of conduaiing antirus
reviows of post-apereting licanss
wansfors. The Commission steied:

It now seems Cleat to us thel Congress
ngver comsmpiaed suck reviews. On the
contzary, Congross carefiily sat aul exactly
w b end bow the Commission should
oxgrcise it amiurust authorily. snd limiied
the Comnission’s review respansibililiss o
tha anticipatory, prelicensing staga, pries @
the commilment of substantial licenses
resources snd gt s ima when the
Caommission’s apperianily to fashion
effective anticrust raliel was af s maximum.
The Act's aptitrust provisions newhere eveli
memsien past-operating licesss transtars.

The ssaiviory scheme i3 bast uttbarattiod, n
our viaw, o8 an implied prohibition ageins
additional Oormmission entitrus: teviews
heyond those Congress specified. Al the fosst,
the stetute connol be viewed as 8 requiremsni
of such roviews., in these circumstances, and
glvon what we view a3 sirong policy reasons.
#gaiost a covtinued expansive view of gur
antitrust suthority, we have decided 1o
abandon sur priar praciice of undsciing
antlrrast revigwe af posi-epersming licenss
fransfars. * * .

Kansas Sas aan Bleciric Co. {Wall Greek
Donernting Station, Unit 11, CL1-99-19. 4%
RBO 441, 446 {1986) [Wel Craak)

. Biscussion

The Commissioa's decision in Woll
Creek was basad on a thorough
consideration of tha documented
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