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SUBJECT: Annual Call Letter for Contract Year 2000

This is the annual call for proposed benefit and rate changes from plans participating in the
Federal Employees Health Benefits (FEHB) Program. As in the past, this call letter states our
goals and procedures for the upcoming negonations. From now through May 31, 1992, we will
consider requests for changes for the contract term beginning January 1, 2000, While the end of
May 15 the reguiatory deadling for your wntten submission, 1 strongly encourage you to discuss

with your contract specialist any changes you are considering, including those necessary to bring
about the cutcomes discussed in this Jenter. . !

To assure a timely Open Season, we will begin negotiations upon receipt of your request for
berefit and rate changes. Specific instructions concerning information required to suppon
requests for rate changes wiil follow shortly. We will operate under a schedule that will ensure
completion of all negotiations -~ benefits and rates - by August 27, 1999,

The significant initaatives for contract year 2000 include:

The Patients’ Bill of Rights,

Cuality Healthcare,

Family-Centered Care,

Customer Service,

Provider Contracts (Fee-for-Service plans),
The DoD/FEHB Demonstration Project, and
Y 2K Comphance.

“ ® ¥ & »

Patients’ Bill of Rights

The President signed an Executive Memorandum on February 20, 1998, directing the Office of
Personnel Management (OPM) (o take steps necessary to bring the FEHB Program into
contractual compliance with the Patiznes’ Bill of Rights requirements by the end of 1999. You
gave the Patients’ Bil of Rights vour full support, implementing 2 number of important patient
protections around information disclosure, access 1o emergency care, access 1w obsietricians and
gynecologists, access to spectalists for people with special health care needs, and access to
appropriate providers, even if they are outside of the plan’s network. We are pleased that you
were able to implement these protections for 2 minimai cost ~ less than 25 cents per enrollee.
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in order to provide context for the year 2000 requirements, Enclosure 1 summarizes the
information you arranged to disclose and the benefit changes you implemented by the beginning
of 1999. We discuss the remaining benefit and informarion requirements below and in Enclosure
2. The program-wide cost of implememing these should bé small, as you have already
complered many of the requiremems. We look forward 1o working with you over the negotiation
cvcle 10 ensure that all of these important protections are in place by January 2000,

+ Information Disclosure. Plang that have remaining provisions to implement must

meet all the requirements no later than at the beginning of the Open Season for 2000

(November-December 1999), or at the beginning of contract year 2000 (as indicated
helow),

The Patients’ Bill of Rights requires that certain information be available to a
member, or potential member, while he or she is considering an enroliment decision;
and that other information be made available upon request. Enclosure 2 Jists the,
information that must be available to members and potential members beginning with
the Open Season for 2000, Some of this information will be incorporated imo the
brochure language we send youo this spring for the year 2000 plan brochures. You
should make the rest available on your web site, in information sheets, in plan guides,
in provider directories, by telephone, or through other means of communication,
During the negotiation cycie. we wiil work with you to develop brochure language
that describes the information that members are antitled (o receive, and the means by
which they can access that information, '

Last year the call letter recognized that cenain Patients’ Bill of Rights changes might require
pravider contract changes that you could not effect immediately. Accordingly, we gave you until
2000 to make necessary changes or to adopt other compliance strategres. Your response to this
letter should reflect the strategies you will put in place for 2000,

Transitional Care. Members undergoing treatment for chronic or disabling conditions
{or in the second or third trimester of pregnancy) at the ime they involuntaniy change
health plans, or at the ume their provider is terminaied by the plan for reasons other
than cause must be able to continue seeing their specialty providers for up 1o 90 days
{or through completion of postpartum care). When providers cominue (o treat such
patients, the patients will pay no more than previously, and providers will give all
necessary information 10 the plan for quality assurance purposes. Providers
continuing treatment during the transition period will promptly transfer all medical
records to the designated new provider during or upon completion of the transition
period, according to the patient’s authonzation,

An “involuntary change” is (1) when a pian terminates the membec's provider from
the plan’s network for other than cause, or (2} when a plan leaves the FEHB Program.
These 1wo situations could ocour at any time during a contract penod. Ifa plan
terminates a provider from its network for other than cause, the plan must pay foror
provide the member’s transitional care. If a plan leaves the FEHB Program, the
member may enroll in a new plan. If the member is eligible for transitional care, the
new plan must pay for or provide the transitional care,
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= Medical Records. The Patients’ Bill of Rights requires that patzems be allowed to
review and obtain copies of their medical records ‘on request and promptly. A patient
may also request that a physician amend 3 record that is not accurate, relevant, or
complete. The physician will have sole discretion as to whether to make the
requested amendment. If the physician does not amend the record in accordance with
the patient’s request, the member may add a brief statement to the record. Whenever
a medical record is disclosed or transferred, any such statement must be included.

Quality Henltheare

The Institute of Medicine defines quality healtheare as “the degree 1o which health services for
individuals and populations increase the ikelihood of desired health cutcomes and are consistent
with current professional knowledge.™ In an environment where managing patient populations is
also important, quality healthcare also must encompass how well a plan performs in meeting

members’ non-clinical needs and expectations. Our view of the broad range of quality includes
the following:

s Accreduation. We believe accreditation is a valuable indicator of 3 plan’s capacity to

provide quality care and therefore strongly encourage you to seek accreditation from
an external organization. )

palth Plg I et (HEDISY. Heaith plan comparisans
are faczl:tated by srandard;zed plan perfarmancc measurements. We will begin to
collect and analyze audited HEDIS data in 2000 and expect 10 provide our enrollees
with plan data on specific measures no later than 2002, We will ask plans that repont
HEDIS 1o other purchasers 1o report the same information to us in 2000, We will
expect non-reporting plans to collect and report data on HEDIS and HEDIS-like
measures that we specify, We intend to work closely with you to facilitate
implementation.

icome Measures. This year we participated in 2 piiof project i conjunction with
z?&e ?{:unda:m for Accoumability (FACCT) and several health plans 10 gather data
on the care provided asthma patients. We tuend to replicate this study in 2000 in
sefected regions to produce data that is comparable across fee-for-service and
comprehensive plans in specific geographic areas,

o  Consumer Assessment of Health Plans Study (CAHPSY. 1n 2000, we will continue o
use the CAHPS Adult and Child Core Quesuitonnaires, following the NCQA
Pratocols, as our survey instrument.

Famibv-Centered Care

The Vice President’s 7" Annual Family Reunion focused on Families and Health, Asa
participant in last year's event, the Institute for Family-Centered Care promoted the idea that "the
family has significant influence over an individual's health and weli-being, and that because of
this influence, families must be respected and supported in their roles as care givers and
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decision-makers.” Spusred by the initiative, we featured a discussion of family-focused health
care at fast year’s plan conference and contracted with the (allup Organization to conduct focus
groups to assess our Program from a family-focused perspeciive. The following items grew ot
of these iniliatives.

+ Childhood Immunization Schedule. We expect participating plans' benefits to be
consistent with the American Academy of Pediatrics’s recommended schedule for
childhood immunizations. In January, the Academy 1ssued a policy statement that
recommended inactivated poliovirus vaccine (IPV) at 2 and 4 months of age. For the
third and fourth doses of poliovirus vaccine, either IPY or oral peliovirug vaceine can
be administered. We expect your practice 1o be consistent with these
recommendations.

E

engal ap enefits. Enrollees participating i focus groups
conszszemiy sa:d that s:xpandmg demai ami vision benefits would make the FEHB
Program more family-centered. We are considering a variety of options in these areas
for future years. For 2000, we encourage you o offer dental and vision coverage to
FEHB members as non-FEHB benefits and to list such coverage prominently on the
non-FEHB page of your plan brochure.

L3

. lorecial Cancer Screening.  All plans cwrently provide annual coverage of one
fecal oecult blood test for members age 40 and older, Following guidelines

recommended by the American Cancer Society, The American Gastroenzewii}giﬁal
Association, and others, we expect coverage extendeé to a screening sigmoidoscopy
every five years starting ai age 50,

» Other Screenings. The American Medical Association defines “screening” as, "health
care services of products provided 1o an individual without apparent signs or
symptoms of an illness, injury, or disease for the purpose of identifying or excluding
an undiagnosed iliness, disease, or condition.” Your approach to screemings and
diagnostic tests must consider risk assessment and family history when making
coverage determinations.

o Other Family-Centered I[ssues. Focus group participants also shared their feelings
about customer service. Some perceive that plans need to strengthen their role in
communicating information and coliaborating with providers in the delivery of care,
Although we are not aware of Program-wide problems in these areas, we agree that
plans should play a positive role as facilitators in behalf of their members.

Some FEHB enrollees view the referral process as a barrier to seetng specialists,
rather than as a way 1o assure that necessary and appropriate care is provided. FEHB
enrollees with chronic conditions reflect this perception. The Patients’ Bill of Rights
requirements regarding access to specialists for patients with complex or serious
medical conditions should address this concern. Nevertheless, we also encourage you
to develop authonization systems that allow you to monitor referral rates and parterns
while providing the jeast disruption 1o enrolless.
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Because coverage decisions are made on the basis of medical necessity and specific
comractugl provisions, enrollees’ expectations are sometimes not met, We believe
that increasing enrollee awareness about health coverage through a weil-established

patient education program and clearly written benefit explanations may PrOmMoiE more
realistic expectations.

Family-centered care should be a collaborative effort between the patient, provider.
and health plan. Well-informed case managers can help resolve problems with
ancillary providers (e.g., a home health care agency or durable medical equipment
provider) when members are not satisfied with the services they receive.
Bereavement benefits and benefits for a family member to travel with a patient to a
center of excellence outside a commuting area are examples of family-centered
benefits some plans provide. We encourage you to review and emphasize your
family-centered programs. Tell us about positive activities you undertake and give us
examples of famiiy-centered commusication you develop for enrollees. We wili
share best praclices with other plans.

Custamer Service

Plain age. The President and Vice President have made plain language’a top
priarity for Federal agencies. Plain language sends a clear message about what the
Government is doing, what it requires, and what services it offers. [t saves time,
effor, and money. In Carrier Letter 1999-001, we announced an initiative to rewrite
FEHB brochures in plain language. Along with a group of plan representatives, we
are developing guidelines for written communication. We will forward the guidelines
to you this spring and ask you to begin using them to shape comrespondence between
you and your entollees. When you receive guidance on brochure development, you
wiil see that the Plain Language Work Group has rewritten a number of mandatory
brochure sections, We are excited about this project and believe it will improve our
reiationships with customers and the clarity of our brochures

Electronic Enrollment. Increased electronic processing of health benefits enroliment
changes through the use of Employee Express and Annuitant Open Season Express
remains a high priority. Last year, 2 number of plans failed to follow guidelines for
reducing paperwork and ensuring a rapid and smooth flow of enrollment and related
information. Some plans did not process electronic transmissions even though we -
sent out specific instructions and tested transmissions. Other plans failed 10 honor
confirmation letters generated by efectronic enrollment systems. Some plans even
failed to accept electronic enroliments without corroborating paperwork, although
these systems are specifically designed to replace paper forms.

Plans must be proficient in electronic communication. The capability to produce
brochures, to receive and send information, and accept enrcllment information

electronically s critical. Your ability 10 meet these requirements is an important
element of your performance.
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Provider Contracts (Fee-for-Service plans)

« Full Disclosure in Use of Provider QEs::oun;g: During 1997, the medical community
raised concerns about payment schemes that create discounts for payers who are not
entitled to the discounts. In 1998, the Inspector General at OPM reported on a special
investigation into the use of provider discounts in the FEHB Program and found no
unethical conduct on the part of the plans or intermediaries who arrange for previder
discounts., We expect plans that secure fee discounts through intermediaries will
continue to gnsure that discounts are consistent with contracts between the vendor and

provider networks, and are properly disclosed to the providers who are the source of
discounts.

*» Benefiis ervices on-Physician Providers. As you know, the FEHB statute
has been amended a number of times to reference centain non-physician providers as
a means of assuring enroliee access to them for covered services. Some plans limited
access to non-physician providers 1o those referenced in statute, Public Law 105-266
clarified this situation by expressiy stating that nothing prevents health plans from
providing benefits to providers other than those previously listed in statute. The use
of qualified heaith praviders in addition to physicians can widen health care options
and reduce costs for plans and patients. We encourage plans to provide access’to
non-physician providers who are qualified to pravide covered services, such as
audiologists or physician assistants, when it 1s appropriate and cost effective 10 do so,

Depariment of Defense Demonstration Project

We informed you in Carrier Letler 1999008 that we will be conducting a demonstration project
with the Department of Defense (DoD) beginning January 2000, The demonstration, which was
mandated by the Congress, will make coverage available to up 10 66,000 Medicare eligible

military retirees and related beneficiaries. The demonstration will tast through the end of the
2G02 contract year.

Al apen Fee-for-Service plans are required to participaie in this project. We will identify the
HMOs that will also be required to participate, based on their service areas and the defined
boundanes of the eight demonstration sites listed ' Carrier Letter 1999-005, We also will
identify HMOs that may participate but will not be required to do so because their FEHB

enrollment is very smali, or their service area overlaps only 2 small portion of a demonstration
area.

The tegislation requires that a separate risk pool be established for DoD) demonstration project
enrollees. Therefore, panticipating plans must submit separate rate proposals, based on benefits
identical to those available (o ail other FEHRB enrolices. Affected plans must submit their DoD
rate proposal along with their regular rate proposat by May 31, 1999,
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YIK Compliance

Yeour 1999 contract requires that you report your Y2K compliance status along with your benefit
and rate proposal on May 31, You must ensure that the hardware, software firmware and
acquired mformation technology that you use in the performance of your FEHB contract will
accurately process date/time data involving dates later than December 31, 1995, On May 31,
you must either assure your Contracting Officer that your system is compliant or provide 2
contingency plan that details how the system will remain operational after December 31, 1955,
You also must include a copy of your company’s purchasing policy specifying that all hardware
and software acquisitions will be Year 2000 compliant.

You should take all necessary steps to provide uninterrupted, compiete service to enrollees,
Accordingly, yvou should work with your partners -- inchuding financial institutions, providers
and other contractors - to make sure they have adequate YZK plans. If they don’t, we
recommend vou help them develop a plan to ensure that you will be able to provide service to

your FEHB members. If you are unable o meet these service expectations, you must report the
fatlure 1 us a8 1 significant event.

Finally, toward the end of 1999, vou should anticipate all kinds of increased demands because of
enroliee apprehension about vear 2000 system breakdowns, For example, you almost centainly
will receive a significant number of “premature” requests for prescription refills, There also
may be heightened anxiety about receipt of new ID cards. Please plan accordingly. Take
whatever steps in advance that you think might allay consumer concerns, but be sure provisions
are in place 1o relax restrictions on access to prescription refills and other services if necessary,
In your May 31 submission, tefl us how you will deal with these customer concerns.

Planning for 2001~ Administrative Issues

» Effective Date for Rates and Benefits. On August 31, 1998, we published a proposed
regulation that would adopt January Ist as the effective date of new enrollments and
changes in enrollments made during the annual open season. In response te concerns
raised by Federal agencies; we decided to postpone implementation of this regulation,
We still believe the move 10 a standard open season effective date will simplify
administration of the FEHB Program and reduce the potential confusion and error.
However, we want 1o give agencies ample time to complete their Y2ZK activities
before they undertake new systems repregramming efforts. We anticipate an

implementation date of January 1, 2001. We will issue a Carrier Letter when the
regastation is inal.

+ Enrollment Code Data Field. Given the size and nature of the FEHB Program, the 3-
digit enrollment code data field is no longer adequate. Please plan now for expansion
toa 10-digit field 1o allow for maximum flexibility in the future.
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Specific Guidance

1. All plan-initiated proposals for benefit changes must be cost neutral. For OPM-initiated
proposals, we will consider actuarially-sound rate adjustments.

2. Asin past years, we will not accept proposals for second opticns. We will congsider
proposats for three-tiered Point of Service products that differentiate between seif-referrals w0
m-network versus out-of-network providers.

3. We would like to see proposals to consolidate rating areas where only small numbers of
Federal employees or annuitamis are enrolied. You must include any new rating area or
service area changes in your May 31 submission. Include these proposed changes in the
cover letter as well as your rate submission,

4. This call letter does not affect existing benefit guidelines and policies. New plans should
contact their contract specialist for information on these benefits and policies.

Propesal Sebmission

L. OPM must receive your signed requests for benefit changes and clarifications by May 31,
1989, These requests must be signed by an authorized plan contracting official.

2. Precisely describe your proposed benefit changes and support them with actuarial
justification. Additional benefit proposal instructions are discussed in your Enclosure.

3. Use the attached format instructions to submit benefit changes and clarification submissions.
This format is mandatory.

4. Ydu must submit your proposed brochure language with your reguest for benefit changes and
clarifications. See the enclosed instructions, You must include language for a “How
Benefits Change tn 2000” page (except for new plans), as well as language describing how
the proposal affects benefits, exclusions, limitations, definitions and procedures, Your

proposed language should be clear, in plain language, and explain how the change will affect
the customer from the customer’s poing of view,

5. Send your proposals to the attention of your contract specialist at;

(Overnight delivery) ' {Regular mail)

U.S. Office of Personnel Management U8, Office of Personnel
Management

Office of Insurance Programs Office of Insurance Programs

Attn: Attn; '

1904 E Street, NW_Room 3424 P.O. Box 707

Washington, DC 20415 Washington, DC 20044
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Evaiuation of Proposed Benefit Changes

We will evalsate your berefit proposal according to the guality and balance of your overall
healith benefits package, the effectiveness of your utilization and cost controls, the economic
consequences of the proposal, and the efficiency of your administration of the FEHB contract.

Brochures

Brochure production is vour responsibility. We expect a timely, professional document that
follows cur guidelines including those for the use of plain language. Unless you make other
arTangements with your contract specialist, we expect you o incorporate mandatory brochure
language changes, together with changes that you propose, to the unformatted text file of your
1992 brochure as the basis for development of the 2000 brochure, You must transmit a copy of
this file to us with proposed benefit changes and/or clarifications inserted by May 31, 1999,
Please note that the file you transmit 1o us must be an unformaned text file. 1f you do not have
an unformatzed text file which represents your 1999 brochure, request one from your contrace
specialist. 'We will work with you 1o develop brochure language using this file. We will make
revisions to it and return it to you electronically. Once benefit negotiations have been
completed, we will transmit the final agreed-upon text 1o you for use in typesetting the 2000
brochure, This text will also be included in your 2000 FEHB contract. Once the contracs has
been executed, we will give you authonzation 1o print and distnibute the 2000 brochure.

Disclosure Policy Under the Freedom of Information Act

Any information meluded 1n your proposal will be subject to public disclosure after negotiations
with all plans are completed and new contracts are announced. Please ideniify each item in your
proposal that you believe i3 exempt from disclosure under the Freedom of Information Act,
Also, specify which exemption you believe applies to that iters and give full justification for
your belief that the exemption applies.

We wiil decide on disclosure if we receive a request for information. We will base our decision
on the nondisclosure justification you submit with your proposal, If we intend to release any
mformation that you believe is exempt from disclosure, we will inform you in advance,

2000 Contract Execution
We will send the 2000 FEHB conteact 1o each FEHB plan in time for the contract 10 be fully

executed no later than October 15,1999, We wiil send you additional information and
requirements shortly -
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Enclosures

There are separate enclosures for Fee-for-Service, Health Maintenance Organization and newly

approved Health Maintenance Organization plans. You will receive only the appropriate
enciosure.

Sincerely,

e T

Frank D. Titus
Assistant Director
for Insurance Programs

Enclosures
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Information Disclosure and Benefit Changés For 1999

H

" This checklist is being provided to provide context for the year 2000 requirements. The
following measures should already be in place.

Information Disclosure .

. . -

Information That Should Have Been Availabie During the Open Season For 1999

About the Plan and Care Management:

¢ Formulary drug inclusion and exception process

¢ Experimental/investigational determination process

+ Compliance with State or Federal licensing, centification, or fiscal solvency requirements, if
applicable, including the date the requirements were met. Note where the plan is out of
compliance with a requirement and the reason f‘ez noncompiiance

Accreditation stalus

Disenroliment rate for 1998 (FEHB open season losses / Dec 31 enroliment = %}

Years in existence {corporate} )
Corporate form (profit/non-profit, private/public)

Compliance with standards (State, Federal, and private accreditation) that assure
confidentiality of medical vecords and orderly 1ransfer to caregivers

> S v -y

information That Should Have Heen Available Upon Reguest During 1999

About the Plan and Care Mnnngemzm

¢ Preauthonzation and utilization review procedums used to approve care

¢ Clinical protocols, practice guidelines and utilization review siandards being used to direct a
patient’s care

¢ Mandatory or voluntary disease management programs or programs for persons with
disabilities and significant benefut differentials if any

¢ Whether a patient’s medication is included in the plan’s formulary, and if not, how the patient
can request a waiver 1o allow coverage for the particular medication at preferred cost-sharing
fevels '

¢ Disclosure of the credentials of the person, or persons, involved in reviewing the patient’s
appeal,
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Benefit Changes

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

To the extent that certified nurse nudwives are eligible to practice under existing State law and
meet credentialing requirements, we expect plans to contract with them, and provide access to
them, for the provision of covered services within the scope of their license or certification. We
expect that plans will either allow plan OB/GYNs 10 act as primary care providers or allow
members direct access 1o them for routine gynecological examinations.

Consomers with complex or serious medical conditions who require frequent specinliy care
should have direct access to a qualified specialist of choice within the plan's petwork of
providers. Authorizations, when required, should be for ag adequate number of direct
access visits under an approved treatment plas.

You must use the standard brochure language that was distributed to you in May of 1998 1o
describe this benefit.

Access to Emergency Services

You must be using the “prudent layperson” standard when reviewing emergency care visits for -
coverage eligibility. Standard brochure %anguage to describe this beneftt was distributed to you in
May of 1998.

in-Network Provider Access

The Patients’ Bill of Rights requires thet if' a heaith plan has an insufficient number or type of
providers 1o provide covered benefits with the appropriate degree of specialization, the plan
should ensure consumers obtain benefits outside thc network 8t no greater cost than if obtained
from in-network providers,

We recognize that under some PPO arrangements there may be limited access to some types of
providers and/or providers in certain geographic areas, Where this is the case under a PPO, the
plan is responsible for describing such limitations in its brochure as well as its provider directory.”
There will be no reguirement ¢ provide the enhanced PPO benefit where the limitations about
provider availability are appropnately described. The description of such limitations must be
straightforward and in plain language so that consumers will understand exactly what to expect.
However, OPM expects plans to aggressively expand their current PPOs and to establish PPOs in
areas where they do not now exist so that enrollee access to preferred providers is maximized.
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Information Disclasure For 2000

Carriers may refer members 1o providers or facilities for the disclosure of information related
specifically to these entities. However, if the member is unable to obtain the informatior, the
carrier must intervene and assist the member in securing the information.

We recognize that some plans have already implemented a number of the following
requirements, .

Iaformation That Must Be Available During The Opean Season for 2000:

A. About the Plan:
# Customer satisfaction measures

B. About Networks and Providers:

¢+ Number of primary care and specialty providers

¢ Name, education, board centificanon siatus and geographic location of all contracting primary
angd specialty care providers;, whether they are accepting new patients; language(s) spoken
and availability of interpreters (for non-English speaking and those with communication
disabilities); and whether their facilities are accessible to the disabled

¢+ Provider compensation, including base payment method (e.g., capitation, salary, fee
schedule) and additional financial incentives (e.g., bonus, withhold, etc.)

Information That Must Be Available Upon Reguest By Janoary 2000:

A. About the Plan; ’
¢ Methads of compensation, ownership or interest in health care facilities.

Abour All Professional Providers:

Corporate form of provider practice

Names of hospitals where physicians have admitting privilteges

Years in practice as a physician and as a specialist if so identified

Accreditation status _

Cancellation, suspension, or exclusion from participation in Federal programs or sanctions

from Federal agencies; any suspension or revocation of medical licensure, Federal controlled

substance license, or hospital privileges

4+ Expenence with performing certain medical or surgical procedures (e.g., vohune of
care/services delivered), adiusted for case mix and severity

¢ {onsumer satisfacuon, clinical quality and service performance measures

> > e e
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About Facilities: ,
Names, accreditation status, and geographic location of hospitals, home health agencies,
rehabilitation and long-term care facilities; whether they are accepling new patients;
language(s) spoken, and availability of interpreters (for non-English speaking and those with
communication disabilities), and whether they are accessible to the disabled
Corporate form
Consumer satisfaction, clinical quality and service performance measures
Whether facility specialty programs meet guidelines established by specialty societies or
other bodies
Compilaint procedures

Whether facilify has been exciuded from any Federal health programs

Volume of certain procedures performed
Numbers and credentials of providers of direct patient care
Whether the facility's affiliation with a provider network would make it more likely thata -
consumer would be referred to heaith professionals or other organizations in that network,
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Enclosure for Fee-for-Service Carriers

This enclosure provides Fee-for-Service carners with ddditional guidance on benefit changes and
instructions on the submission of benefit proposals for the contract term January | through
December 31, 2000, It is important that all Fee-for-8ervice carriers review this entire
enclosure.

There are three parts to this enclosure:

Part One - Guidance on Benefiss
Part Two - Preparing Your Benefit Proposal
Part Three - Open Season Materials & Reimbursement of Printing Costs

We will send you any additionai forms and materials needed to prepare your brochure and other
open season documents in Apnl These will include:

1

1. Revisions to mandated {i.¢., non-negotiable) language and requirex changes for the
2000 brochure.
Z. Printing specifications for the 2000 brochure,

We will send you electronic graphics and the OPM authorization block for the cover of your

2000 brochure with your brochure text file. 'We will send you your brochure quantities form,
shipping labels, and related open season instructions in August,

Enclosure 3 {Fee For Service)



Carrier Letter 1999016 ‘ | Page 2 of 11

Part One - Guidance on Benefits

Unless otherwise indicated, policies established in prior years remain in effect. We will not
consider proposals that are contrary to these policies. :

In keeping with the spirit of the call letter, we remain extremely price sensitive. Unless
otherwise indicated, we will accept carrier-proposed benefit improvements only to the degree
that they are cost neutral. Savings from managed care initianves must acerue to the FEHB
Program. When you prepare your benefit proposal, review the effect of the proposed changes on
language throughout the brochure {e.g., Cost Sharing and Catastrophic Protection and Lifetime
Maximums), We prefer that benefit enhancements for the next contract term be limited to those
described in the call letter. With this in mind, we offer the following guidance for the 2000
contract term: :

1. Full Disclosure in Use of Provider Digcounts - The medical
community continues to raise concerns about "silent PROs” ~
schemes that create payment discounts for payers who are not
entitled to them. In 1998, the independent Inspector
.General for OPM reported on a special investigation into the
use of provider discounts in the FEHB Program and found no
unethical conduct on the part of carriers or intermediaries
.who arrange for provider dizcounts. ‘We expect carriers who
secure fee discounts through intermediaries to continue to
ensure that discounts are consistent with contracts between
the vendor and provider networks and are properly disclosed
to the providers who are the source of discounts.

2. Benefits for Services of Non-Physician Providers - Public
Law 105-266 clarified FEHB law that requires fee-for-service
healith plans to pay benefits for services of certain non-
physician providers, without supervision or referral by
another practitioner, when the service is one the provider
is authorized to perform and is otherwise covered by the
plan’'s FEHB contract. The law now expressaly states that
nothing prevents health plans from providing benefits to a
provider other than those listed. We recognize that the use
of qualified health providers other than physicians may
widen health care options and reduce cests for plan members.

We encourage carviers to alliow direct access Lo any
provider who is qualified to provide a covered contract
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service, such as audiologists or physician assistants, if
cost effective.

3. We offer the following as a reminder of our policy on
selected benefits
Prescription Drugs. Drug benefit deductibles may not exceed §$600
and member coinsurance may not exceed 50%. Lifetime or annual
benefit maximums on prescription drugs are not permitted.
Coverage must be provided for disposable needles and syringes to
administer covered injectables, IV fiuids and medications for
home use, growth hormones, and allergy serum. We will not accept
exclusiona of broad categories of drugs such as "non-generics’,
"psychotropic drugs”, or “injectables”. In addition, benefits
must be ‘provided for “cff-label” use of covered medication if
prescribed for such use by a Plan doctor.

Imnunizationg for children. All plans mugt provide &Qv&xagé for
childhood immunizations, not subject to deductidles or
coinsurance. - This includes the cost of szerum or innocculate.
Benefits for asscciated office visits or diagnostic tests may be
subject to applicable deductibles and/or coinsurance.

Diagnosis and treatment of infertility. All plans are to provide
benefits for the diagnosis and treatment of infertility preblems.
This does not mandate coverage f£or ART (artificial reproductive
technology] procedures, such as artificial ingeminacion, in vitro
fertilization, and embryc transfer.

Enclosure 3 (Fee For Service)
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Part Two - Preparing Your Benefit anpdaal

" Because we must conclude negotiations in a few weeks, we expect
every Fee-for-Service Carrier to 'prepare and submit a complete
propesal in accordance with these instructions by

May 31, 1%85.

Your actual benefit proposal will consist of several paris:

- Narrative description of each proposed change ({in
worksheet format);

~ Narrative description of each proposed clarification {in
worksheet format);

- Propesed 2000 brochure language; and,

- Signed contracting official form.
We are seeking stability in FEHB Program benefit packages and are
not encouraaing benefit changes beyond those noted in the call

letter. If you foresee unusual or extensive changes, please
discuss them with your OPM contract representative before you

Enclosure 3 {Fee For Service)
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prepare yéar submission.
FEHB Proposal Instructions

You must include a narrative description of each proposed benefit
change and clarification in your proposal. Answer the following
questions in worksheet format for each proposed benefit change or
vlarification. If a particular guestion does not apply, please
g0 indicate. Use a separate page for each change or
vlarification you propose. Incorrectly formatted submigsions
will be returned to you for correction. The following format is

required:

L]

Banaefit Changes

1. Describe the existing benefit and your proposed change.

State the proposed brochure language, including the "How
the Plan Changes” section. The language for the "How the
Flan Changes® section must be written {rom the enrclilees’
perspective and make clear to enrcilees how the change will
affect them. Be sure to gshow the complete range of the
change. For example, if you are proposing to eliminate an
inpatient deductible, indicate whether the c¢hange will also
apply to hospitalizations under mental health benefits as
well, If there is more than one change to the same benefit,
present egach change on a separate workgheet .,

2. Describe the raticnale or reasoning for the proposed.
benefit change.

3. Srate the actuarial value of the change, and whether the
change represents an increage or decreage in {a} the
existing benefit, and (b) your overall benefit package., If
an increase, describe whether any other benefit is offset by
your propesal. Include the cost impact of this change as a
biweekly amount for the Self Only and Self and Family rate.

If there is no cost impact or if the proposal involves a
cost trade-off with another benefit change, show the
trade-cff or a cost of zero, as appropriate,

Benafit Clarifications
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1. 8how the current and proposmed language for the benefit
you propose to clarify; reference all portions of the
brochure affected by the clarification. Prepare a separate
worksheetr for each propogsed clarification, i

2. Deacribe the rationale and need for the language change.

Pleage note that we consider a henefit change to be an increasge
or reduction, however glight, in the level of coverage of a
benefit shown in the plan’s current FEHB brochure, e.g., changing
the number of days for a prescription drug supply from 31 to 30
days. Clarifications, on the other hand, comprise changes in
wording that do not affect the level of. benefite provided. A
propogsed change that results in an ingrease or decrease in
benefits must be shown as 8 benefit change, even if there is no .

change in rates.
¥
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Carrier Contracting Officials

The Office of Personnel Management (OPM) will not accept any contractual action from -

. {Carrier} \
including those involving rates and benefits, that is not signed by one of the persons named
below (including the executor of this form), or on an amended form accepted by OPM. This list
of contracting officials will remain in effect until amended or revised by the carier,

The persons named below have the authority to sign a contract or otherwise to bind the carrier

for R
{Pian)
effective . Plan code(s):
{Date of receipt at OPM) '
Typed name Title Signature Date
By: :

{Signature of contracting official)  (Date)

{Typed name and title}

{(Phone number) {(FAX Number}

Enclosure 3 {Fee For Service)
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Part Three - Open Season Material &
Reimbursement of Printing Costs

A. Your FEHB Brochure - As in past years, we expect you to typeset and print your brochures
for the FEHB Program. The brochure production schedule and the distribution deadlines that
must be met comain unchanged. Carriers will again bear full responsibility for the accuracy and
tmeliness of their FEHB brochures, and will be held accountsble for any brochure evrors.

The Office of Insurance Programs will concentrate our atiention on the benefit proposals,
obtaining agreement with the carriers on those proposals, and perfecting language so that we
clearly communicate the coverage in 2 manner that is easily understood by our customers.,
Carriers will have sole responsibility for preparing the camera ready proof and printing the.
brochure.

We will advise you about any revisions to the mandatory language that must appear in all FEHB
brochures (such as the Disputed Claims page, Inspector General Advisory on Fraud section, etc.).
Additional information about the brochure production process will be forthcoming.

Unless you make other arrangements with your contract specialist, we expect you to work from a
clean, unformatted electronmc copy of your 1999 brochure text. You will make mandatory
brochure language changes to this lext as well as proposed benefit changes and/or clarifications .
and transmit it back to us by May 31, 1999, During the benefit negotiation process, if necessary,
we will electronically transmit this text back to you with our edits reflecting whether or not we
have accepted your proposals, for your review. If you do not possess an unformatied text copy of
your brochure, your contract specialist can supply one.

Once the benefit negotiation process is complete, we will electronically transmit to you the
agreed-upon brochure text language that is to be printed in your 2000 brochure, This text cannot
be altered. You should begin the process of having the brochure typeset and readied for printing,
but you may not proceed with the actual printing until your 2000 FEHB contract has heen signed
by OPM and by an authorized carrier contracting official. A copy of the agreed-upon brochure
text language will be incorporated as Appendix A to the 2000 FEHB contract between OPM and
the carrier, and the entire contract will be sent to you for signature,

After the 2000 FEHB contract is signed by OPM and by an authorized carrier contracting
official, you are free 1o proceed with the layout and printing of your brochures. You may print
the brochure when you are confident that the brochure is correct. You are also required to create
a Portable Dara File (PDF) of your brochure and submit it to OPM for posting on our website,
You are responsible for assuring that the brochure is accurately typeset and conforms to
the agreements reached on benefits and the instructions for printing the brochure,
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You will be beld accountable for any errors in the final printed brochure and PDF file.
Afler printing the brochure, please send 25 copies 1o your OPM contract specialist.

If we discover unautherized material changes to benefits or language in your printed brochure,
you will be required to reprint and redistribute corrected brochures at your expense. [n addition,
you will be required to notify all enrollees of the error and of the correct available benefit, and to -
absorb the penalties described below. It may be possible to correct some less '

serious errors through printing and distributing addendum sheets containing corrected brochure
language, rather than reprinting the brochure. Your OPM Contracting Officer will advise you
what corrective action will be required. It is in the best interests of you, your FEHB
membery, and the FEHB Program to produce accurate FEHB brochures. Flease take
appropriate steps doring brochure production to assure its accuracy.

B. Rates - For 2000, the rates will appear on the back cover of your brochure, The rates will be
sent to you for insertion when rates are released, after the enrollee and Government shares have
been caiculated, in early September,

C. Reimbursement of Printing Costs - As in previous years, we will reimburse you for costs
associated with printing the quantity of brochures that we authorize the carrier to print, We will
not reimburse the costs of printing open season marketing materials, or of brochures, addends, or
other informational materials required to correct brochure printing errors.

D. Penalties for Brochure Production Errors - Carriers that efficiently produce accurate
FEHB brochures will benefit from the additional time and increased freedom our brochure
production process provides them. However, carriers that are unable 10 produce accuraie
brochure proofs will face additional work as printing deadlines approach. We expect
participating FEHB carriers to devote the resources necessary 1o assume responsibility
throughout the brochure production process for the accuracy and content of their brochures.

Penalties will he assessed for errors based on the significance of the error. Carriers will also be
required to take appropriate corrective action (at carrier expense) to agsure that FEHB members
receive the correct information. Penalties and the cost of corrective action are not chargeable to
the FEHB Program. Possible penasities (in addition to appropriate corrective action) would be a
disallowance of not less than 3500, but if more, not more than 50 percent of your brochure
printing allowance.

The cost of reprinting and redistribution of comrected brochures, addendum sheets, or other
comrective action will not be reimbursed or chargeable to the FEHB contract. In addition, failure
to-efficiently produce accurate FEHB brochures will be taken into consideration in determining
your service charge. '
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£. Pensities for Late Brochure Distribution - In the past, we've experienced problems with
carriers failing to ship requested brochure quantities to OPM's delivery point in Cedar Rapids,
fowa in & timely manner and, less frequently, to Federal agencies. Most FEHB brochures are
delivered on time. However, if you do not ship timely, you may be subject to the penaities

in item D above against your brochure printing silowance {The penalty will be increased as
warranted by the delay.). [naddition, your failure to ship timely will be taken into consideration
in determining your service charge. To avoid such actions, please make timely shipping to Cedar
Rapids and Federal agencies a priority when you distribute Plan brochures this Fall,
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Enclosure for Health Maintenance Organizations

This enclosure provides Health Maintenance Organizations (HMO) with additional guidance on
benefit changes and instructions on the submission of benefit and service area proposals for the
upcoming contract term (January | through December 31, 2000). We expect vou to propose
benefit changes in accordance with the call lefter. Please review this entire enclosure; certain
information appiies to all plans.

There are four parts to this enclosure:

Part One - Guidance on Benefits

Part Two - Preparing Your Benefit Proposal

Part Three - Changes in Service Area

Part Four- Open Season Materials and Reimbursement of Printing Costs

{{ you have any questions about your benefits submission, please call your contract
representative. '
We will send you any additional forms and materials needed t© prepare your brochure and other
open season documents later this month, These will include:

1. Revisions to mandated {1.e., non-negotiable) language and required changes for the
2000 brochure.

2. Printing specificatioas for the 2000 brochure,

Aflter we complete negotiations, we will send vou your brochure text file for 2000, along with
electronic graphics and the OPM authorization block for the cover of your 2000 brochure. We
wall sered you your brochure quantities form, shipping labels, and related open season
instructions in August,

You will receive rate instructions under separate cover. Keep in mind that FEHB rate
submissions are the cornerstone of our financial relationship with HMOs. The FEHB rates and
their supporting documentation are subject to audit to ensure their accursey andd reasonableness.
Misrepresentation of vour FEHB Program rates can result in criminal or civil legal acuons
against the carrier or its officials, We, with the support of the inspector General's Office and the
Justice Department, will aggressively pursue any misrepresentation with respect to rates.

Just as a reminder, 1999 is the first full calendar year for which we will judge community-rated
plans against our performance evaluation measures. One factor B Customer Service B includes
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an element for Timely Closure on Rates and Benefits Consistent with Policy Guidelines.
Remember that your benefit and rate submissions are subject to a performance review.
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Part One - Guidance on Benefits

Unless otherwise indicated, policies established in prior years remain in effect, Newiv-approved
HMOs should see Part Five of their enclosure for details.  We will not consider proposals that
are contrary to these policies, ©

In keeping with the spirit 6f the call lenter, we remain extremely price sensitive, but de not limit
HMOs 10 zero cost benefit radeofls. However, we do prefer that benefils remain stable,

1. The following is a reminder of our policy on selecied benefits,

Prescriprion drugs, Drug benefit deductibles may not exceed $600 and member coinsurance may
not exceed 50%. We will not permit lifetime or annual benefit maximums on preseription drugs.
You must cover disposable nzedies and syringes to administer covered injectables, IV fluids and
medications for home use, growth hormones, and allergy serum. You may use a drug formulary
as fong as you provides benefits for non-formuiary drugs when prescribed by a plan doctor. We
will not accept blanket exclusions of broad categonies of drugs such 2s Anon-generics@, ,
Apsychotropic drugs@, or Ainjectablest@. In addition, you raust provide benefits for Aof¥-
label(@ use of covered medications if prescribed for such use by a plan dogtor in sccordance with
generally accepted medical practice.

DHHS-mandated benefits, All HMOs must offer certain benefits that are mandated for plans
Federaily qualified by the Department of Health and Human Services, without limitation as to
time and cost. Exceptions are prescribed in the Public Health Service Act and I)HHS
regulations. These required benefits include:

* Nonexperimental bone marrow, comea, kidney, and liver wansplants. You may contact
your contract specialist for additional FEHB requirements in this ares;

. Short-term rehabilitative therapy (physical, speech, and occupational}, the provision of
which can be expected to result in significant improvement in the patient=s condition
within two months;

. Family planning services, including all necessary nonexpenmental infertility services, to
include artificial insemmnation with either the hushand’s or donor sperm, The cost of the
donor sperm need not be covered. Other costs of conception by antificial means or
assisted reproductive technology (such as in vitro fertilization or embryo transplants) may
be excluded to the extent permitted by appltcabie State Jaw;

» Home health services

. Inhospital administration of blood and blood products, including blood processing,

. Surgical treatment of morbid obesity when medically necessary Impiants. The procedure
must be covered, although the cost of the device may be excluded.
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Federaliy-gualified community-rated ;;iarzs offer these benefits at no additional cost, L.e., it's
covered by the community rate. Plans that are not Federally-qualified should reflect the cost of
any non-community benefits in their rate calculation.

2. Consumer Assessment of Health Plans Study (CAHPS)
We will reimburse you up to $7,000 for administering the CAHPS Child Core Questionnaire,

The Office of Actuaries will inciude instructions for claiming this reimbursement as part of your
2000 rate reconciliation.
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Part Two - Preparing Your Benefit Proposal

Because we must conclude negotiations in a few weeks, we expect every HMO to prepare and
submit a complete proposal in accordance with these instructions by May 31, 1998,

¥
Your actual benefit proposal will consist of several parts:
- Benefit package documentatior;

- Comparison of 1999 community package {adjusted for special FEHBP benefits) and the
proposed 2000 community package;

- Narrative description of each proposed change (in worksheet format};

- Narrative description of each proposed clarification (in worksheet format);
- Proposed 2000 brochure language; and,

- Signed contracting official form

If you foresee unusual or extensive changes to your community package, please discuss them
with your OPM coniract representative before you prepare your submission,

As a reminder, in calculating your rate, you should adjust your community rate for the package
you propose to reflect the additional cost - or savings - of increased, reduced, or excluded
benefits resuiting from OPM benefit requirements that are specific to the FEHB group, such as
improved mental benefits. If there is no change 16 the rate because of such requirements, identify
each benefit difference nonetheless, by a zero on Antachment 2 {line 2} of your rate calculation.

2000 FEHB Proposal Instructions
A. Provide the following matcrial by May 3, 1999;

. Experience-rated Plans - Provide a copy of a fully executed employer group contract
evidencing the highest level of covemge offered for 1999,

2. Community-rated Plans - Provide a fully executed copy of the community benefits
package (aka master group contract or subscriber certificate) that describes the
community benefits package, and riders, purchased by the greatest number of the
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carrier's non-Federal subseribers in 1999, [f the commuunity benefits package we
currently purchase is not the same one, aiso send us a copy of the package we do
purchase,

B. Provide the following by May 31, 1999, to document your proposal: ¥

}. Experience-rated Plans - We prefer to purchase the highest level of coverage offered to
employer groups by you (or current FEHB benefits, whichever is higher}. If yon have
not made changes fo the highest level of coverage submitted in response to A(l)
shove, then submit a staternent to this effect, along with an additional copy of the
benefit descripdon. H you have made changes, submit a copy of the new benefit
description and answer the questions in Section € below. You must file this benefit
package and the associated rate with your State if a filing is required by the State,

2. Communitv-rated Plans - We prefer to purchase the same commaunity benefit package
that covers the majority of your subscribers/contract holders, with adjustments for any
benefit differences resulting from specific requirements of the FEHB Program. If you
offer a variety of community packages, you should propose the core package of benefits
purchased by a majority {or the largest number) of plan subscribers or contract holders
{not members or employer groups.)  This package must be disclosed even in instances
where we purchase a different package so that we are aware of the differences. If such
disclosure was not made and we later determine that the community benefits package we
purchased is not the community benefits package purchased on behaif of the majority, we
will adjust your 2000 FEHB.

Please append descriptions of community-based riders (e.g,, prescription drugs, durable
medical equipiment} and other additions 1o the basic package that reflect previously
agreed-upon modifications or mandated additions to the community package. Also
identify riders (oprional benefits not sold 10 all plan groups) that are incorporated in the
community package. This material must evidence all benefit changes proposed for the
FEHB Program for the 2000 conwact term except those still under review by your State
as described in Item D below.

C. To simplify our comparison of your 2000 community benefits package proposal and the
benefits package currently purchased for the 1999 contract term, piease attach a chart
displaying the following information:

1. Benefits that are covered 1n one package but not the othcr;

2. Differences in copays, coinsurance, numbers of days of coverage and other levels of
coverage between one package and the other; )
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‘3. Whether the costs of the differences at (1) and (2) are included withinor are in
addition to the community rate charged 1o the other groups that purchase this cammzmzty
benefits package, and to the FEHB Program; '

4, The number of subscribers/contract holders who currently purchase cach package.

D. Describe the procedure in vour State for filing and/or obtaining approval of community
benefit packages and changes. If filing and/or approval is required, provide a copy of
the plau's most recent submission applicable to the community benefits package you
submit In response to B(2) and provide 2 copy of the approval Issued by the State,
Please highlight and address any State mandated benefits that you have not specifically
addressed in previous negotiations with us, Please note that we will accept proposed
benefit changes only I {1} you submittedd the changes to your State prior to May 31 and
{2} you obtained approval and submitted documentation of the approval to us by June 30,
1999, If State approval is granted by default, .2, the State does not object 1o proposed
changes within a certain period after receipt of the proposal, please so note; the review
period must have elapsed without objection by June 30.

We will contact the State about benefits as necessary; please provide the name and phone
mugnber of the State official responsible for review of your plan's benefits. If your plan
operates in more than one State, provide this miormation for each State.

E. You must provide a narrative deseription of each proposed benefit change and
clanification in your proposal. Answer the following questions in worksheet format
for each proposed benefit change or clarification. Use a separate page for each
change or clarification yon propose. We will return to you for comrection any
incorrectly formatted submissions. The following format is required:

Benefit Changes

I. Describe the existing benefit and how you propose to change 1. State the proposed
brochure language, including the "How the Plan Changes” section, Write the language
for the "How the Plan Changes” section from the enrollees’ perspective and make clear to
enrotlees how the change will affect thera. Be sure t0 show the complete range of the
change. Forinstance, if you are proposing elimination of the plan=g hospitslization
copay, indicate whether this change will also appiy to hospitalizations under the
emergency and mental health benefits. If there is more than one change to the same
benefit, present each change on a separate worksheet.
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2. Describe the rationale or reasoning for the ;sro‘posed benefit change.

3. State the actuanial value of the change, and whether the change represents an increase
or decrease in (1) the existing benefit, and (b) yolr overall benefit package. If an
" increase, describe whether any other benefit is offset by your proposal. ‘

4. State whether this change is part of your proposed community benefits package (see
Item B.2)} or a change that has been submitted to the State for approval. State how the
change will be introduced to other employers (e.g., group renewal date}. Stale what
percentage of your contract holders/subscribers now have this benefit and the percentage
you project will be covered by January 2000,

5. Has the change been submitted 10 and approved by the appropniate State authorities?
If s0, when? Please submit supporting documentation (see item D above).

6. If not part of the proposed community benefits package, 1s the change a nder? [f yes,
a. Is it a community rider {offered to all employer groups at the same rate)?

b. State the percentage of your subscribers/contract holders who purchase this
now and the percentage you proiect will be covered by next Januvary 1. What is
the maximum percentage of all your subscribers/contract holders you expect to be
covered by this rider and when will that occur?

¢. Include the cost impact of this rider as a biweekly amount for Self Only and
Self and Family on Attachment 2 of your rate calculation. If there is no cost
impact or if the rider involves a cost trade-off with another benefit change, show
the trade-off or a cost of zero, respectively, on Anachment 2 to your rate
calculation.

7. Wil the change require new providers (e.g., chiropractors)? Fumish an
updated provider direciory that includes these new providers.

Benefit Clarifications
1. Show the current and proposed language for the benefit you propose to clarify;

reference all portions of the brochure affected by the clarification, Prepare a
separate worksheet for each proposed clarification.

2. Describe the rationale and need for the langusge change.
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Please note that we consider a benefit change to be an increase or reduction, however slight, in
the level of coverage ol a benefit shown in the plan's curremt FEHB brochure, £.¢., changing
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the number of days for a prescription drug supply from 31 to 30 days. Clarifications, on the
other hand, comprise changes in wording which do not affect the level of bencfits provided. A
proposed change that resuits in an increase or decresse in benefits must be shown as a
benefit change, even if there is no change in rates.,
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Carrier Contracting Officials

The Office of Personne! Management (OPM) will not:aceept any contractual action from

(Carrier) |
including those involving rates and benefits, that is not signed by one of the persons named
below (including the executor of this form), or on an amended form accepted by OPM. This list
of contracting officials will remain in effect until amended or revised by the carrier.

4

The persons named below have the authority to sign 2 contract or otherwise to bind the carrier

for -
{Plan}
effective . Plan code(s):

Typed name TitleSignatureDate

By:

{Signature of contracting official}{Date}

(T'yped name and title)

(Phone number}{FAX Number)
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Part Three - Changes in Service Areas
or Redesignation as a Mixed Model Plan

We expect that your plan's present service area and the individual doctors or medical groups with
whom you contract to offer services 1o the FEHB will remain available to our members for the
2000 contract term.  You must inform us of any expected changes.

Service Area Reductions - Explain the reason for and provide supporting
docurnentation {g.g., withdrawal notice from medical group) regarding any
proposed reduction to the plan's service area. Does this reduction apply only %o
the Federal group? Describe preaisely, and provide a map of, the area you
propose to eliminate,

Service Area Expansions - You must propose any service area expansion by

May 31. We will grant an extension for submitting to OPM any supporting
documentation described below, including all necessary State authorizations, until
no later than June 30, We cannot grant exceptions to this date. )

Redesignation as a Mixed Model Plan - [f your plan formertly operated as a

Group Practice Plan (GPP) or Individual Practice Plan ([PP) and now offers both

types of providers, redesignation as a Mixed Model Plan (MMP) may be

appropriate. You must request redesignation and describe the delivery system that

you added.
Please note: You must indicate 10 us that the information you provide us concerning your
delivery system 1s based on providers with whom you have executed contracts; letters of intent
are not acceptable in licu of executed contracts. We also require that you state that all contracts
with providers contain a "hold harmiess” clause. Use the statement form.

Important Notice: If your plan has a service area reduction or you establish a new rating area
that requires current members to change enrollment codes, we will assign new codes and all of
the Plan’s FEHB moembers will have w reenroll during the 1999 Open Season.

We will evaluate your proposal in accordance with these criteria: legal authority to operate,

adequate aceess to plan doctors and hospitals, and plan ability to provide contracted benefits.
Accordingly, please provide the following information:
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Instructions |
A. Provide a description of the proposed expsnsion:
I. Describe the proposed service area expansion by zip code, county, city or town. |
2. Provide a map of the old and new service areas.

3. In addition to the access to providers within the proposed expansion you describe in C.
below, be sure 10 describe access to care in contiguous areas within your existing service
area. Show the distance in miles/minutes from the furthest point of the proposed
expansion to current locations of Plan primary care doctors and to contracting hospitals in
your existing service area. (If your plan is 2 GPP, show the distance to a current center
{not satellite} in the existing service area.}

4, Include proposed language for this expansion in your brochure language submission,
in the Service Arga deseription.

B. Authority to operate in proposed area:

I. Please provide a8 copy of the State approval document authorizing you to both market
and provide services in the proposed expansion area, and the name and telephone number .
of the person at the state agency who worked on the authorization, If you have not

obtained State approval, notc the June 30 deadline for our receipt of this documentation

2. [f the new gervice area is not contiguous to your current service area, indicate whether
or not the Plan operates in the proposed area with the same anticles of incorporation,
license, management, benefits and rate as in your current service area. [f not, explain in
detail..

« C. Access to Providers - Please submir statements (signed by an authorized contracting official)
of the following information concemning the availability of services in your proposed expansion,
for each 21p code, county, city or town, as described in your proposed expansion. Please note
that a provider directory is not sufficient.

la.  The number of prirnary care physicians in the proposed area with whom you have
executed contracts,

1. The total number of primary care physicians in the proposed area.
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2a.  The number of specialists in the proposed area with whom you have executed
contracts.

2b.  The total number of specialists in the ares.

3a.  The number of hospitals in the proposed area with whom you have executed
contracts. List them. )

3b.  The total number of hospitals in the area.

4, The average drive time to a primary care dogtor.

5. The average drive time (0 a specialist,

é. The average drive time to a hospital.

7. The approximate size of the proposed area at its longest (north to south} and

widest {east to west) points.

8. Description of the general area {¢.g,, rural vs. urban, population, geographic
boundaries to access, etc,).

9. ‘Description of other services and their locations (¢.g., pharmacies, DME, etc.).

D. Redesignation as a Mixed Model Plan - This section applies only if vour plan formerly
operated as a GPP or [PP and now offers both types of providers, and you are reguesting
redesignation as 8 Mixed Model Plan, Please indicate the provider system being added.

If you are adding a GPP component to anexisting IPP delivery system, please note that in order
to meet FEHB requirements, you must demonstrate that the group includes "at least three
physicians who receive all or a substantial pant of their professional income from the HMO funds
and who represent one or more medical specialties appropriate and necessary for the population
proposed to be served by the plan.” (5 USC 8903(4)(A)}

Include clear brochure language in your brochure {"How the Plan Changes” section plus
"Information About This Plar", if appropriate) to reflect the proposed changes.

if we approve your proposal, you will need to provide the following information:

1. Do you require all members of a family 1o use the same delivery system, or may some
members of a family use GPP doctors while others use IPP doctors?
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2. If you reswrict members to one type of delivery system, what must a member do to
change from one delivery system to the other during a contract term? How soon after itis
requested would such a change be effective?

3. Ifa member wants to change primary care doctors (centers for GPPs), what muct the
member do? Is there a limit on the number of times a member may change primary care
doctors (centers)? If yes, will you waive the limit for FEHB members? How soonisa
requested change effective?
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Federal Employees Health Benefits Program
Statement About Service Area Expansion

We have prepared the attached service area expansion proposal in sccordance with the
requirements found in Part 111, Changes in Service Areas, of the Call Lerter for the FEHB 2000
contract year. Specifically,

L All provider contracts have hold harmless provisions in them.

2. All provider contracts are fully executed at the time of this submission. [ understand that
letters of intemt are not considered contracts for purposes of this certification.

3, All of the information provided in response to Part 111, Paragraph C {Access to Providers)
is accurate as of the date of this statement.

Signature of Plan Contracting Official

Title

Plan Name

Date
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Part Four - Open Season Material &
Reimbursement of Printing Costs

A, Your FEHB Brochure - As in past years, we expect you to typeset and print your brochures
for the FEHB Program. The brochure production schedule and the distribution deadlines that
you must mieet remain unchanged. You will again bear full responsibility for the accuracy and
timeliness of your FEHB brochure, and we will hold you accountable for any brochure errors,

- The Office of Insurance Programs will concentrate our attention on the benefit proposals,
obtaining agreement with the carriers on those proposals, and assuring the use of plain language
so that we clearly communicate the coverage in a manner that is €asily understood by our
customers. Carriers will have sole responsibility for preparing the camere ready proof and
printing the brochure,

We will advise you about any revisions to the mandatory language that must appear in all FEHB
brochures (such as the Disputed Claims page, Inspector General Advisory on Fraud section, etc.).
We will forward additional information about the brochure production process later.

Unless you make other arrangements with your contract specialist, we expect you to work from a
clean, unformatted electronic copy of your 1999 brochure text. You will make mandatory
brochure language changes to this text 4s well as your proposed benefit changes and/or
clarifications and transmit it to us by May 31, 1999, If you do not have a clean unformatied text
file, your contract specialist can supply one.  During the benefit negotiation process, if
necessary, we will electronically transmit this text back to you with our edits reflecting whether
or not we have accepted your proposals, for your review,

Once the benefit negotiation process is complete, we will electronically transmit to you the
agreed-upon brochure text language that is to be printed in your 2000 brochure. You cannot aiter
this fext. You should begin the process of having the brochure typeset and readied for printing,
but you may not proceed with the setual printing until your 2000 FEHB contract has been signed
by GPM and by an authorized carrier contracting official. Appendix A to the 2000 FEHB
contract berween OPM and you will include s copy of the agreed-upon brochure text {anguage,
and we will send you the entire contract for signature.

Afer the 2000 FEHB contract is signed by OPM and by an authorized carmier contracting
official, you are free 10 proceed with the layout and printing of your brochures. You may print
the brochure when you are confident that it is correct. We also require you to create a Poriable
Data File {PDF) of your brochure and submit it 1o us for posting on our website, You are
responsible for assuring that the brochure is accurately typeset and conforms to the
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agreements reached on benefits and the instructions for printing the brochure. 'We will
hold you accountable for sny errors in the final printed brochure and PDF file. After
printing the brochure, please send 25 copies to your OPM contract specialist.

Many FEHB plans are affiliated with other FEHB plans, or are members of a group of several
subsidiary plans in the FEHB Program under a larger parent organization. We urge you to
discuss your brochure production process with related plans and find ways to coordinate your
efforts, increase efficiency, and eliminate duplication of effort. Newly-approved FEHB plans
producing FEHB brochures for the first time can benefit from the guidance and experiense of
related affiliate plans who have produced FEHEB brochures previously.

If we discover unauthorized material changes to benefits or language in your printed brochure,
you will reprint and redistribute correcied brochures at your expense. In addition, you will notify
all enroliees of the error and of the correct available benefit, and to absorb the penalties described
below, It may be possible to correct some less serious errors through printing and distributing
addendumn sheets containing corrected brochure language, rather than reprinting the brochure,
Your OPM Contracting Officer will advise you what corrective action wiil be required. ftis in
the best interests of you, your FEHB members, and the FEHB Program to produce !
aecurate FEHB brochures. Please take appropriate steps during brochure production to
assure the accuracy of your brochures,

B. Rates - For 2000, the rates will appear on the back cover of your brochure. We will send the
rates to you when they are released, in early September,

C. Reimbursement of Printing Costs - As in previous years, we will reimburse
cormmunity-rated plans for costs associated with printing the quantity of brochures thai we
authorize the plan to print. These charges to the FEHB Program will be accounted for as part of
the rate reconciliation process. We will not rejmburse the costs of printing open season
marketing matenals, or of brochures, addenda, or other informational matenials required to
correct brochure pnnting errors.

D. Penaities for Brochure Production Errors - Camriers that efficiently produce accurste
FEHE brochures will benefit from the additional time and increased freedom our brochure
production process provides them. However, carriers that are unable to produce accurate
brochure proofs will face additional work as printing deadlines approach, We expect
participating FEHB carriers to devote the resources necessary to ensure the accuracy and content
of their brochures.

We will assess penaltics for errors based on the significance of the error. We will also require

you 10 take appropniate comrective action {at your expense} 1o assure that FEHB members receive
the correct information. You may not charge penalties and the cost of corrective action to the
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FEHB Program. Possible penalties {in addition to appropriate corrective action} would be a
disallowance of not less than $500, but if more, not more than 30 percent of your brochure
printing allowance. When the proposed accountability regulation is in place, penalttes for
community-rated plans will be consistent with its provisions.

We will not reimburse you for the cost of reprinting and distribution of comrected brochures,
addendum sheets, or other required corrective action, If your plan is experience-rated, we will
consider failure to efficiently produce accurate FEHB brochures when we determine your service
charge. If your plan is community-rated, we will factor your non-conformance into your
performance evaluation,

E. Penalties for Late Brochure Distribution - In the past, we've experienced problems with
carriers failing to ship requested brochure quantities to OPM's delivery point in Cedar Rapids,
lowa in a imely manner and, less frequently, to Federal agencies. Most FEHB brochures are
delivered on titne. However, if you do not ship timely, you may be subject to the penalties
cited in Item D above {(The penaity will be increased as warranted by the delay.). If your plen is
commumiy-rated, we will deduct the penalty as a part of the rate reconcilistion. If your planis
experience-rated, we will consider the untimely shipping when we determine your service’
charge. To avoid such actions, please make timely shipping to Cedar Repids, lowa and Federal
agencies a priotity when you distribute Plan brochures this Fall.
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Enclosure for Newly-Approved
Health Maintenance Organizations

This enclosure provides newly-approved Health Maintenance Organizations {(HMO) with d
addivonal guidance on benefits and with instructions on the submission of benefit and service
area proposals for the upcoming contmact term (January 1 through December 31, 2000). We
eXpect you 1o propose henefits in accordance with the call lezer. Review this entire enclosure;
certain information applies 1o all plans,

There are four parts to this enclosure:

Part One - Preparing Your Benefit Proposal

Part Two - Changes in Service Area Since You Applied to the FEHB Program

Part Three - Open Season Materisls and Remmbursement of Printing Costs

Part Four- Benefit Requirements for Newly-Approved HMO:s
We will send you additional forms and materials needed to prepare vour brochure and other open
season documents in April. These will include:

1. A disk and hard copy of mandated (i.e., non-negotiable) language and standard .
language, that may be madified 10 reflect the specifics of your plan, for the 2000 brochure.
2. Printing specifications for the 2000 brochure.

After we complete negotiations and finalize benefits, we will send you your brochure rexe file for
2000, along with electronic graphics and the OPM authorization block for the cover of your 2000
brochure. In August, we will send you your brochure quantities form, shipping labels, 2nd related
open season instrucions.

We will send rate instrucrions under separate cover. Keep in mind that FEHB rate submissions
are the comerstone of our financial reladonship with HMOs. The FEHB rates and their
supporting documentation are subject to audit to ensure rheir accuracy and reasonableness.
Migrepresentation of your FEHB Program rates can result in criminal or ¢ivil legal actions against
the carrier or its officials. We, with the support of the Inspector General's Office and the Justice
Deparoment, will aggressively pursue any misrepresentation with respect (o rates.
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This calendar year is the first full year that we will judge community-rated plans against our
performance evaluation measures. One factor - Customer Service - includes an element for
Timely Closure on Rates and Benefits Consistent with Policy Guidelines. We want you to be aware
that your benefit and rate submissions are subject to a performance review.
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Policies established in prior years remain in effect unless otherwise indicated. See Part IV of this
enciosure for details. We will not consider proposals that are conrary to these policies.

.
[n keeping with the spirit of the cali letcer, we remain extremely price sensitve but do not limit
HMOs to zero cost benefit cradeotfs, However, we prefer that benefits remain consistent with
your communicy package, -

Qur experience is that a plan with less than four years experierce in the FEHB Program is most
at-tisk for dropping out of the Program. Newer plans that drop out are more iikely to cite
insufficient FEHB enrollment as the reason for no longer wishing io participate. The FEHB
Program is a mature, managed care market. Your ability to differentiate yourself in terms of
pricing, benefits, or provider panel will go 2 long way in determining your Program success.
Keep your lines of communication open with your OPM contract specialist. Dont hesitate to
call if you have any questions abour the call lenier or the material conmined in this enclosure.

¥
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Part One - Preparing Your Benefit Proposal

We expect every HMO to prepare and submit 3 complete proposal in accordance with these
instructions by May 31, 1989, )

Your actual benefit proposal will consist of several pares:
- Benefir package documentation;
- Proposed 2000 brochure language; and,
- Signed coneracting official form

if you foresee unusual or extensive changes 1o your communiry package, please discuss them with
your OPM contract representative before you prepare your submission,

You should adjust your communiry rate for the package you propose to reflect the additional cost
- Or savings - of increased, reduced, or excluded benefits resuldng from OPM benefit
requirements that are specific to the FEHB group, such as improved mental benefits. If there is
no change 1o the rate because of such requirements, identify each benefit difference nonetheless,
by a zero on Attachment 2 (line 2} of your rate calculation.

2000 FEBB Proposal Instrucrions
A. Provide the following marerial by May 31, 1999:

1. Experience.rated plans - Provide a copy of a fully executed employer group contract
evidencing the highest level of coverage offered for 1999, [f you have ot made changes
to the highest level of coverage since filing your application to participate in the FEHB
Program, then submit 2 statement o this effect. f vou have made changes, submit 3 copy
of the new bernefit description and answer the questions below {you must have filed chis
benefit package arwd the associated rate with your State if a filing is required by the State):

Attach a chare displaying the following information:
a. Benefits that are covered in one package but not the other;

b. Differences in coinsurance, copays, numbets of days of coverage and other
levels of coverage between one package and the other;
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€. Whether the costs of the differences in a. and b. are included within or are in
addition to the community rate charged to other groups that purchase this
community benefits package; and .
d. The number of subscribersicontrace holders who currently purchase each
package. ;

2 Community-rated plans - We prefer to purchése the same community benefit package
that covers the majority of your subscribersicontract holders, with adjustments for any
benefit differences resulting from specific requirements of the FEHB Program. [f you offer
a variety of community packages, propose the core package of benefits purchased by a
majority {(or the largest number} of plan subscribers or contract holders (not members or
employer groups.) I we later determine that the community benefits package we
purchased is not the community benefits package purchased on behalf of the majority, we
will adjust your 2000 FEHB rares.

$
Please append descriptions of community-based riders {e.g., prescription drugs, durable
medical equipment} and other additions to the basic package that reflect changes, or
mandated additions, to the community package. This material must evidence all benefits
proposed for the FEHB Program for the 2000 ¢onrtract term except those still under ’
review by vour State as described in lrem B, below.

2. Describe the procedure in your State for f£iling and/or
obtaining approval of community benefir packages and
changes. I filing and/or approval is required, provide a
sopy of the approval ilgsued by the State applicable to the
community package you submit in responss te Al or A2 above.

Please highlight and address any State mandated benefits
that you have not specifically addressed in previous
negotiations with us. Please note that we will accept
proposed benefit changes only if: (1) you submitted the
changes to your State pricr to May 31 and {2} vou obtain
approval and submit documentation of the approval to us by
June 20, 129%3. If State approval is granted by default,
i.e., the State does not object to propesed changes within a
certain period after receipt of the proposal, please s0
note; the review period must have elapsed without objection
by June 30.
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We will contact the State about benefits ag necessary;
please provide the name and phone number of the State
official responsible for review of your plan‘s benefits. If
your plan operates in more than one State, provide this
information for each State. h

Carrier Contracting Officials
The Office of Personnel Management {OPM) will not accept any contracoual action from

+

{Cammer)
including those involving rates and benefits, that is not signed by one of the persons named below
(including the executor of this form}, or on an amended form accepted by QPM. This list of
contracung officials wil] remain in effect until amended or revised by the carrier.

The persons named below have the authority to sign a contrace or otherwise to bind the carrier

for ‘ )
(Plan}

effective . Plan code {s):

o Typed nameTitleSipnatureDate
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By:

{Signature of contracting oficial) (Date}

(Typed name and title}

(Phone number}{FAX Number)
Part Two - Changes in Service Areas
or Plan Designation Since You Applied
to the FEHB Program

We expect that your present service area and the individual doctors or medical groups with
whom you contract to offer services to the FEHB will be available to our members for the 2000
coneract term. You must inform us of any changes.

Service Area Reduction - Explain the reason for and provide supporting
documentation (e.g., withdrawal notice from medical group) regarding any

proposed reduction to your service area. Does this redudtion apply only to the
Federal group!?

Service Area Expansion - You must propose any service area expansion hy May
31. We will grant an exrension no later than June 30 for submiteing supporring
documencarion described below, including all necessary State authorizations. We
cannot grant exceptions to this date.

Redesignation as a Mixed Model Plan - If you applied as 2 Group Practice Plan
(GPP} or individual Pracrice Plan {IPP} during the application process and you

“ow offer both cypes of providers, redesignation as a Mixed Model Plan (MMP}
may be appropriate. You must request redesignation and describe the delivery
system that you added.

Please note: You must indicate to us that the information you provide concerning your delivery
system is based on providers with whom you have gxecured contracrs: letters of intent are not
acceprable in liey of executed coneracts, We also require that you szate that all contracts with
providets contain 2 "hold harmiess” clause. Use the statement form at
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OPM will evaluate your proposal in accordance with these criteria: legal authority vo operate,
adequate access to plan docrors and hospitals, and plan ability to provide contracted benefits,
Accordingly, please provide the following information:

A. Provide a description of the proposed change (if different from what you proposed and
what we accepted in your applicarion):
)
L. Describe the proposed service area change by zip code, county, ¢ity or town, whichever
is applicabie.

2. Provide a map of the old and new service areas.

3. In addition to the access to providers within the proposed change you describe in C.
below, be sure 1o describe access to care in contiguous areas within your existing service
area. Show the distance in miles/minutes from the furthest point of the proposed change
to current tocatons of plan primary care docrors and to contracting hospitals in your
existing service area. {If your plan is a OPP, show the distance o 3 current center {not
sarellite) in the existing service area.)

4, Include proposed language for this expansion in your brochure language submission in
the Service Area descriprion.

B. Authoriry to operate in proposed area:
1. Please provide a copy of the State approval document authorizing you to both raarket
and provide services in the changed area, and the name and telephone number of the
person at the State agency who worked on the authorization. If you have not recewed

State approval, note the June 30 deadline for our receipt of this documenration.

2. 1f the new service area is nOt cOntiguous Lo Your current service area, indicare whether
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of nat you operate in the proposed ares with the same arricles of incorporation, license,
management, benefits and rate as in your current service area. If not, explain in detail.

C. Access to Providers (if the service area you are proposing is different from your application s)
- Please submit statements (signed by an authorized contracting official who is listed on the form
concerning the availabilicy of services in your new are, for each zip code, county, City or town,
whichever is applicable, as described in your proposal. Please note that a provider directory is not

sufficient.

ia.

1b.

2a.

zh.

3a.

3b.

The number of primary care physicians in the proposed area with whom you have
executed contraces.
The rotal number of primary care physicians in the proposed area.

The number of specialists in the proposed area with whom you have executed
contracts. '

The total number of specialists in the area.

The number of hospitals in the proposed area with whom you have executed
contracts. List them. ‘

The rotal number of hospirals tn the area.

The average drive time to 2 primaty care doctor.
The average drive time to a specialise,

The average drive time to a hospital.

The approximate size of the proposed area at its longest (north o south} and
widest {east (0 west} points.

Bescription of the general area {e.g., rural vs. urban, populadon, geographic
boundaries 1o access, e1¢.}.

Description of other services and their Iocations {e.g., pharmacies, DME, etc.).
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Service Area and Additional Geographic Areas - Federal employees and annuitants who live
within the service area we approve are eligible ro exwroll in your plan. H you enroll commercial,
non- Federal members from an pdditional geographic area thar surrounds, or is adjacent to, your
service area you may propose to enroll Federal employees and annuitants who live in this arza.
In addition, if the State where you have legal authoriry 1o operare permits you to enroll members
who work but do nor reside within your commercial service area, and/or any additional
geographic ares, you may propose the same enrollment policy for your FEHB Program enrollees.
We will provide mode! language for stating your policy in your brochure. .

Since benefirs may be restricted for nonemergancy care received outside the service area where
plan providers are generally located, your proposal must include language to clearly desmbe this
additional geographic area as well as your service area.

D. Redesignation as a Mixed Model Plan - This section applies goly if you applied as a GPP or
IPP and., since the application approval, now offer both types of providers. Please indicate the
provider syscem you are adding.

If you are adding a GPP component to an existing IPP delivery system, please note that in order

" to meet FEHB requirements, you must demonstrate that the group includes “at least

three physicians who receive all or a substantial part of their professional income from the

HMO funds and who represent one or more medical speciaities appropriate and necessary for the
population proposed to be served by the plan.” (5 USC 8903 (4)(A))

If we approve your proposal, you will need to provide the following information:

1. D vou require sl members of a family to use the same delivery system, or may some
raerbers of a family use GPP docrors while others use IPP doctors?

2. 1f you restrict members to one type of delivery system, what must a member do to
change from one delivery system to the other during a contract rerm? How soon after it is
requested would such a change be effective?

3. 1f 3 member wants to change primary care doctors (centers for GPPs), what must the
member do? Is there a limiz on the number of times a member may change primary care
doctors {centers)? If yes, will you waive the limit for FEHB members! How soonis a
requested change effective?
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Federal Employees Health Benefits Progeam L
Statement About Service Area Expansion

We have prepared the attached service area expansion proposal in accordance with the
requirements found in Part IL Changes in Service Area, of the Call Leteer for Contract Year
2000. Specifically,

1. All provider contraces have hold harmless provisions in them.

2. All provider contracts are fully execured at the time of this submission, T understand that
letrers of intent are not considered contracts for purposes of this certificadion,

3 All of the information provided in response to Pare 11, Paragraph C {Access to Providers)
is accurate 3s of the date of this statemens.

Signature of Plan Contracring Official

Title

Plan Name

Date
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Part Three - Open Season Material &
Reimbursement of Printing Costs

A. Your FEHB Brochure - We expect you to typeset and print your brochures for the FEHB
Program. You must meet the brochure production schedule and the distribution deadlines. You
will bear full responsibility for the accuracy and dmeliness of your FEHDB brochure, and we will
hold you accountable for any brochure errors.

The Office of Insurance Programs will concentrate our attention on the benefit proposals,
obtaining agreement with the carriers on those proposals, and perfecting language so that we
clearly communicare the coverage in 2 manner that is easily understood by our customers.
Carriers will have sole responsibility for prepating the camera ready proof and printing the
brochure,

We will advise you about any revisions to the mandatory language that must appear in all FEHB
brochures (such as the Disputed Claims page, Inspector General Advisory on Fraud sectioh, etc.).
We will forward addidional information about the brochure praduction process later.

Once the benefit negodarion process is complete, we will elecoronically mransmit to you the
agreed-upon brochure text fanguage thar is to be printed in your 2000 brochure. You cannot
alter this text. You should begin the process of having the brochure typeser and readied for
printing, but you may not proceed with the acrual printing until your 2000 FEHB contract has
been signed by OPM and by an authorized carrier contracting official listed on the form.
Appendix A o the 2000 FEMB conmract between OPM and vou will contain the agreed -upon
brochure text language, and we will send you the entire contract for signature.

After the 2000 FEHB contract is signed by OPM and by an authorized carrier contracting official,
you are free to proceed with the layout and printing of your brochures, You mayprintthe
brochure when you are confident thar the brochure is correct. You are also required to create a
Portable Data File (PDF} of your brochure and submit it to OPM for posting on our

website. You are responsible for assuring that the brochure is accurately typeset and
conforms to the agreements reached on benefits and the instructons for printing the
brochure. After printing the brochure, please send 25 copies to your OPM conrract specialist.

Many FEHB plans are affiliated with other FEHB plans, or are members of a group of several
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subsidiary plans in the FEHB Program under a larger parent organization. We urge you to discuss
your brochure production process with related plans and find ways to coordinate vour efforts,
increase efficiency, and eliminate duplication of effort. Newly-approved FEHB plans

producing FEHB brochures for the firse time can benefit from the guidance and expenence -of
related affiliate plans who have produced FEHB brochures previously.

If we discover unauthorized material changes 1o benefits or language in your printed brochure,
you will reprint and redistribute corrected brochures ar your expense. In addition, you will notify
all enrollees of the error and of the correct available benefit, and be subject to the penaldies
described below, It may be possible 1o correct some less serious errors through printing and
distributing addendum sheets contailning corrected brochure language, rather than reprinting the
brochute. Your OPM Contracting Officer will advise you of the necessary corrective action. It is
in the best interests of you, your FEHB members, and the FEHB Program to produce
accurate FEHB brochures. Please take appropriate steps during brochure production to
assure the accuracy of your brochures.

B. Rates - For 2000, the rates will appear on the back cover of your brochure. We will sead you
the rates when they are released, in eatly Seprember.

C. Reimbursemerit of Printing Costs - We will retmburse community-rated plans for costs
associated with printing the quantity of brochures that we authorize the plan to print, and we
recognize these as allowable charges for experience-rated plans. These charges to the FEHB
Program will be accounted for as part of the communicy-rated plans rate reconciliation process.
We will not reimburse or atlow the costs of printing open season marketing materials, or of
brochures, addenda, or other informarional marerials required to correct brochure printing errors.

D.- Penaldes for Brochure Production Errors « Carriers that efficiently produce accurate FEHB
brochures will benefit from the additional time and increased freedom our brochure production
process provides them, However, carriers that are unable 1o produce accurate brochure proofs
will face addidional work as printing deadlines approach. We expect FEHB carriers to devore the
resources necessary to ensure the accuracy and conrene of their brochures.

We will assess penalties based on the significance of the error. You will also be required to take
appropriate commective action (at your expense) to assure that FEHB members receive the correct
information. You may not charge penalties and the cost of corrective action (e.g., repnntmg and
redistibuting corrected brochures or addendum sheets) o the FEHB Program.
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Possible penaleies (in addition to appropriate corrective action} would be a disallowance of not
less than $300, bur if more, not more than 50 percent of your brochure printng cost.

We will also take rhe error into account when we conduct community-rated plans amma,i
performarke evaluacion and determine experience-rated plans service charge.

E. Penaldes for Late Brochure iﬁ}istlibution - We've expericnced problems with carriers failing
to ship requested brochure quantities to OPM's delivery point in Cedar Rapids, lowa in a dmely
manner and, less frequently, to Federal agencies. Most FEHB brochures are delivered on time.
However, if you do not ship timely, you may be subject ro the penaities cited in Item D,
above. {The penaley will be increased 2s warranted by rhe delay.) fyourplanis
community-rated, we will deduct the penalry as a part of the rate reconciliation and when we
consider your performance evaluation. If your plan is experience-rated, we will consider failure 1o
ship timely when we determine your service charge, To avoid such actions, please make tmely
shipping to Cedar Rapids and Federal agencies 2 priority when you distribure Plan brochures this
Fall.

EH
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Part IV - Benefit Requirements for
Newly-Approved HMOs

Policies established in prior years remain in effect unléss otherwise indicared. Some of them are
highlighted here as aids to you in preparing yout proposal. We will not consider proposed
benefits that are contrary o these policies. You should work closely with your contract specialist
to develop a complete benefir package for 2000.

A.  Mental Health and Substance Abuse - We do not accept annual dollar limizs or liferime
maximums on benefits for the earment of mental illness. This does nor apply to benefits
for inpatient treatment of alcoholism and drug abuse. In addidon, we encourage plans o
move away from contractual day and visit limirations and high deductibles for trearment
of menral conditions. We would like to see you make patient access ro adequate mental
healdch services happen through managed care networks of behavioral health care
providers and innovarive benefits design.

#

B. Maternity and Mastectomy Admissions - All plans must provide for marernity admission
lengths of stay of at least 48 hours afrer a regular delivery and 96 hours after a caesarian
delivery, at the mother's option. Similarly, all plans must provide a mastectomy patient
the option of having the procedure performed on an inpatient basis and rematning in the
hespztal for at least 48 hours after the procedure.

C. Pre-existing Conditions - We do not allow pre-existing condition limitations on any
benefit, including cosmetic sutgery and derral benefits.

D Point of Service Product - We will consider proposals o offer a Poinr of Service product
under the FEHB Program leg gf you can demornstrate experience with a privare sector

E. Waiver of Office Visit Copayments for Prenatal and Postnatal Care - A numbet of
plans waive these copayments 1o help assure chat pregnant members obtain adequate pre-
and post-natal care, and thereby increase the likelihood that their babies will be bom
without complications. We encourage other HMO:s 1o do the same.

E. Coverage for Fertility Drugs - We require you to cover treatment of infertility, bue this
requirement does not include relared prescriprion drugs. Brochure language should clearly
indicate whether you cover fertility drugs or not, in both the inferubiry benefit description
and the prescription drug benefit description.

Enclosure 3 {New HMOs)
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G.

Immunizations for Children - All FEHB plans must provide coverage for childhood
immunizations, including the cost of inoculations or sera.

Transplants -All plans must provide coverage for all non-experimental bone marrow
transplants (including non-experimental allogeneic bone marrow rransplants, and |
autologous bone marrow wansplants for acute lvmphocyric and non-lymphocytic
leukemia, advanced Hodgkin's lymphoma, advanced non-Hodgkin's lyvmphoma, advanced
neuroblastoma, and testicular, mediastinal, ratroperitoneal, and ovarian germ cell
tumors}, cornea, heare, liver, and kidney transplants.  In addition, all FEHB plans must
provide coverage for HDC/ABMT for the treatment of breast cancer, multiple myeloma,
and epithelial ovarian cancer. You may limit coverage for these three conditions 10
services received in clinical trials, provided both randomized and nonrandomized trials are
included (the benefit may not be limited to randomized rials). Ocherwise, experimental .
transplant procedures need not be covered, but you must provide necessary follow-up care
to the experimental procedure. All HMOs must cover related medical and hospival
expenses of the donor {when the recipient is covered by the Plan}. If the donor has
primary coverage that provides benefits for organ rransplant donors.you will coordinate
benefits according o NAIC guidelines, as with any other benefit.

You may exclude from your FEHB benefus other transplants not mandated by us if they
are not in the community benefit package we purchase, and as permitted by applicable
State law. )

Dental and Vision Benefits - We will consider dental or vision care benefits only from
community-rated plans and only when they are a part of the core communiry benefits
package we purchase.

Prescription Drugs - AR plans must provide at least 3 minimum level of coverage for all
medically necessary drugs that require a prescriprion for their use, and insulin,

Drug benefit deduceibles may not exceed 3600 and member coinsurance may not exceed
50%. We don tallow lifetime or annual benefit maximuins on prescription drugs.

You must-cover disposable needles and syringes to administer covered injectables, IV
fluids and medications for home use, growth honmones, and allergy serum. In addition,
you must provide benefics for "off-label” use of covered medications if prescribed for such
use by a plan doctor in accordance with generally accepted medical practice.

You may use a drug formulary as long as the plan provides benefits for non-formulary
drugs when prescribed by a Plan doctor. You cannot use the formulary as 2 means 1o
exclude benefits for the types of drugs mandated for the FEHB. We don ¢ allow blanket

Enclosure 3 (New HMOs)
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®

exclusions of broad categories of drugs such as "non-generics,” "psychorropic drugs,” or
"injectables”.

Coverage for Contraceptives -You must provide coverage, for
all FDA-approved prescriptions and devices for
contraception.

DEBS-Mandated Benefitg -~ All HMOs must ocffer certain
benefits that are mandated for Federally qualified plans by
the Department of Health and Human Services (DHHS], without
limitation as to time and cost, other than as prescribed in
the Public Health Service Act and DHHS regulations. These
required benefirs include: )

v Nonexperimental bone marrow, cornea, kidney, and
iiver transplants {see H. above for other FEHB
requirements in thig area); ’
v Short-term rehabilitative therapy {physical,
speech, and occupationall, if significant improvement
in the patient*s condition can be expected within two
months;

Y Family planning services, including all necessary
nonexperimental infertility services, to include
artificial insemination with either the husband's or
donor aperm. You dont have to <¢over the cost of donor
sperm. You may exlude other costs of conception by
artificial means or assisted reproductive technology
{such as in vitro fertilization or embryo transplants)
to the extent permitted by applicable State law;

Y/ Home health services;

v Inhospital administration of blood and blood
products {including *blocd processing"):

v Surgical treatment of morbid obesity, when
medically necessary;

Enclosure 3 (New HMOs)
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v/  Implants - the surgical procedure must be covered,
although the cost of the device may be excluded.

Federally qualified community-rated plans offer these r
benefits at no additional cost, i.e., the cost is covered by
the community rate. Community-rcfited plans that are not
Federally-qualified should reflect the cost of any
non-community benefits on Attachment 2 of their rate
calculation (if there is no additional cost, the cost entry
should be zero). '

Enclosure 3 (New HMOs)
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FEHB pregram carner Letter U.5. Office of Personnel Management

Dfice of Insurence Programs

All Carriers

Letter No. 1988-014 Date: April 3. 1996

Fes-for-garvice { 131 Experionce-rated HMO [ 13 ]  Community-rated HMG {12 |

SUBJECT: ::iunual Call Letter for the 1999 Contract Year

This is the annual call for proposed benefit and rate changes from plans participanng in the Federal
Employees Health Benefits (FEHB) Program. As in the past, this cali letter states our goals and
procedures for the upcoming negotiations. As you know, we will consider requests for changes for the
contract term beginning January 1, 1999, from now through May 31, 1998, While the end of May is the
regulatory deadline for your written submission, | strongly encourage you to discuss with your contract
specialist any changes you are considering, including those necessary 10 bring about the outcomes
discussed in this letter,

To assure a timely Open Season, we will begin negotiations upon receipt of vour request for benefit and
rate changes. Specific instructions concerning information required to support requests for rate changes
will follow shortly, We will operate under a schedule that will ensure completion of all negotiations
(benefits and rates) by August 14, 1998,

Major Initiatives

For the 1999 contact year, we have identified three major initiarives that impact all FEHB plans-the
Patient Bill of Rights. continued improvement in mental health benefits, and improved accountability.

1. Patient Bill of Rights. On February 20, 1998, the President signed an Executive memoranduom
directing the Office of Personnel Management (OPM) to take the necessary steps to bring the FEHB
Program into contractual compliance with the Patient Bill of Rights and Responsibilities by the end of
1999,

In Carrier Letter 1998.008, sent to vou eartier this month, we provided our assessment of how the
overall FEHB Program meets the requirements of the Bill, We also asked you 1o look specifically at
your plan and begin thinking about how any necessary changes could be implemented to ensure thal we
micet the President’s time frame for program-wide compliance. ‘

We expect implementation to be a collaborative process between the carriers and OPM, as well as with
other Federal agencies and private-sector organizations within the health care community, We typically
wait until the regulatory May 31 deadline 10 look at benefit and rate proposals. However, because of the
special nature of this effort, and OPM’s commitment 1o share information about processes, procedures,
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and practices that might be applied broadly, we would like you to tell your contract specialist where
you are and what you are doing as soon as possible. Particularly in the area of information
dissemination, we would like to work jointly on strategies to achieve compliance efficiently and with
minimum duplication,

There are some benefit provisions that we expect to bc in place at the beginning of the 1999 contract
year. Those provisions, which are specified in the enclosure, should come in the form of benefit
proposals with appropriate brochure language by the May 31 deadline. For those provisions which we
do not specifically ask you to have in place at the beginning of 1999, we would like to see ongoing
progress throughout the year. We expect changes to be implemented as soon as practicable, so that few
things remain to be negotiated in 1999.

According to analysis by our health actuaries, we anticipate that the total costs associated with
implementation of the Patient Bill of Rights will average less than 40 cents per month for each self only
enrollment, and less than 90 cents per month for each family enrollment. However, we are willing to
consider carrier-proposed, actuarially-sound rate adjustments during the rate negotiations process.

2. Continued Improvement in Mental Heaith Benefits. Last year, we encouraged movement away from
contractual day and visit limitations and differential deductible, co-payment, and coinsurance
arrangements to improve access to appropriately managed mental health care. We looked for gains
through innovative benefit designs and utilization management arrangements, as well as cost (and care)
effective preferred provider organizations. The results achieved were less than we had hoped.

We are of the strong opinion that in cases where there is no essential distinction between the
management of a mental condition and a medical condition that there should be no distinction between
the coverage provided. We believe that pharmacotherapy for mental health conditions must be accorded
the same level of coverage as the pharmaceutical management of any medical condition. Therefore,
pharmacotherapy medications, as wel! as visits and tests to monitor their effect, should be reimbursed
under Medical Benefits provisions, rather than under Mental Heaith Benefits provisions.

In addition, certain diseases classified as mental disorders should be considered medical conditions and
receive the same treatment as any other medical condition. We believe that, at a minimum, Attention
Deficit Disorder and Gilles de la Tourette’s syndrome fall into this category. We look to you to identify
other mental diseases which should be accorded such treatment as appropriate. Furthermore, we expect
that you will continue to provide psychotherapy under the Mental Health benefits, as an adjunct to
pharmacotherapy, as appropriate.

Where a carrier has established visit or day limits with respect to mental health benefits, we expect no
reduction in those limits. .

3. Improved Accountability. We are committed to significantly increasing accountability in the FEHB
Program for meeting customers’ reasonable expectations, and for providing both quality and cost-
effective health care. Greater accountability will take a number of forms, some of them different for
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different types of carriers. We actively encourage carriers to seek accreditation from appropriate bodies
such as the National Committee for Quality Assurance (NCQA) and to put systems and processes in
place that will produce reliable, consistent, and auditable measures of medical outcomes, customer
satisfaction, and screening and treatment rates such as those measured by the Health Plan Employer
Data and Information Set (HEDIS) data seis and Foundation for Accountability (FACCT) measures.

We will work with interested parties to identify measures that can be apphied consistently across the
various health care products offered under the FEHB Program. We are actively engaged with other
large health insurance purchasers, both public and private, to ensure that our goals are consisient with
theirs and that we do not impose differential reporting requirements. For example, we will adopt the
Consumer Assessment of Health Plan Survey {CAHPS) instrument for the year 2000, In most cases,
this will negate your need to survey FEHB enrollees separately from your other books of business. We
aiso will propose g regulation that will establish 2 mechanism to hold community-rated carriers -
accountable for their performance. The regulation will provide an incentive similar to that which
already exists for experience-rated carriers via the service charge.

Specific Issues

1. All carmier-initiated proposals for benefit changes must be cost neutral. For OPM-initiated proposals,
we will consider acmanally-sound rate adjustments.

2. As in past vears, we will not accept proposals for second options. We will consider proposals for
three-tiered Point of Service products which differentiate between self referrals to in-network, versus,
out-of-network providers.

3, We would like 10 see proposals to consolidate rating areas where only small numbers of Federal
empioyees or annuitants are enrolled. You must include any new rating area or service area changes in
your May 31 submission. Include these proposed changes in the cover letter as well as your rate
submnission,

4. Existing benefits and policics are not affected by this call letter. New carriers should contact their
contract specialist for information on these benefits and policies.

Electronic Communication

Your success and proficiency with electronic communication {including brochure production, use of the
World Wide Web and electronic receipt of enroliment information) are significant 1o us, You are
required te have the capability to receive and transmit electronically. You must provide us with eurrent
email addresses for key personnel with whom we communicate. '
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Proposal Submission

1. Requests for benefit changes and clarifications must be in writing and signed by an authorized
contracting official and received by OFM by May 31, 1998,

2. Proposed benefit changes must be precisely described and supported by actuanal justification,
Additional benefit proposal instructions are enclosed.

3. Benefit changes and clarification submissions must be in a specific format. This format is
mandatory. Specific instructions are also enclosed.

4. You must submit your proposed brochure language with vour request for benefit changes and
clarifications. See the enclosed instructions. You must include language for a "How Benefits Change in
1999” page {except for new plans), as well as language describing how the proposal affects benefits,
exclusions, limitations, definitions and procedures. Your proposed language should be clear, in plain
English, and explain how the change will affect the customer from the customer’s point of view.

Send your proposals to the attention of your contract specialist at:

{Overnight delivery) \ {Regular mail}

U.S. Office of Personnel Management U.8. Office of Personmel Management
Office of Insurance Programs Office of Insurance Programs

Attn; Al

1900 E Street, NW, Room 3424 PO, Box 707

Washingion, DC 20415 Washington, DC 20044

Evaluation of Proposed Benefit Changes

We will evaluate vour benefit proposal according to the health needs of Federal enrollees, the
effectiveness of vour utilization and cost controls, the economic consequences of the proposal and the
efficiency of your administration of the FEHB contract.

Brochures

Brochure production is your responsibility. We expect a timely, professional document that follows our
guidelines, Uniess you make other arranpements with your contract specialist, we expect you to
incorporate mandatory brochure language changes, together with changes that vou propose, to the
unformatted text file of your 1998 brochure as the basis for development of the 1999 brochure. You
must transmit a copy this file to us with proposed benefit changes and/or clarifications inserted by May
31, 1988, Please note that the file you are to transmit to us must be an unformatted Corel text file. Last
year we encounered difficuliies with imbedded codes in formatted files, If you do not possess an
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unformatted text file which represents your 1998 brachure, request one from your contract specialist.
We will work with you to develop brochure language using this file. We will make revisions to it and
return it to you electronically. Once benefit negotiations have been completed. we will transmit the
final agreed-upon text to you for use in typesetting your 1999 brochure. This rext will also be included
in your 1999 FEHB comract. Once the contract has been executed, we will give s vmz authorization to
print and distribute your 1999 brochure.

Disclosure Policy Under the Freedom of Information Act

Any information included in your proposal will be subject to public disclosure after negotiatons with ali
carriers are completed and new contracts are announced. Please identify each item in your proposal that
you believe is exempt from disclosure under the Freedom of Information Act. Also, specify which
exemption you belicve applies to that item and give full justification for your belief that the exemption
applies.

We will decide on disclosure when a request for information is received. We will base our decision on

the justification for nondisclosure you submit with your proposal. If we intend w release any
information that you believe is exempt from disclosure, we will inform you before it is diselosed.

1999 Contract Execution
We will send 1999 FEHRB contracts to cach FEHRB carrier in time for the contraet to be fully executed no
{ater than September 30, 1998, We will send you additional information and requirements shortly.

pnclosures

There are separate enclosures for Fee-for-service, Health Maintenance Organization and newly-
approved Health Maintenance Organization carriers. You will receive the appropriate enclosure only.

Sincerely,

(Signed)
Frank D. Titus
. Assistant Director
for Insurance Programs

Ernclosure



Enclosure for Fee-for-Service Carriers

This enclosure provides Fee-for-Service carriers with additional guidance on benefit changes
and instructions on the submission of benefit proposals for the contract term January | through
December 31, 1999. 1t is important that all Fee-for-Service carriers review this entire
enclosare, i

There are three main parts 10 this enclosure:

Part One - Guidance on Benefits
Part Two - Preparing Your Benefit Proposal
Part Three - Open Season Materials & Reimbursement of Printing Costs

We will send you any additional forms and materials needed to prepare your brochure and
other open s¢ason documents in April. These will include:

1. Revisions 1o mandated (i.e.. non-negotiable) language and reguired changes for the
1999 brochure, '

2. Printing specifications for the 19992 brochure.
We will send you electronic graphics and the OPM authorization block for the cover of your

1999 brochure with your brochure text file. We will send you your brochure guantities form,
shipping labels, and retated open season instructions in August.



Part One - Guidance on Benefits

Proposed Benefit Changes

Unless otherwise indicated. policies established in prior years remain in effect. We will not
consider proposals thar are contrary 1o these policies.

In keeping with the spirit of the call letter, we remain extremely price sensitive. Unless
otherwise indicated, we will accept carrier-proposed benefit improvements only to the degree
that they are cost neutral. Savings from managed care initiatives must accrue to the FEHB
Program. When you prepare your beneflt proposal, review the effect of the proposed changes
on language throughout the brochure {e.g., Cost Sharing and Catastrophic Protection and
Lifetime Maximums). We prefer that benefit enhancements for the next contract term be
limited to those described in the call letter. With this in mind, we offer the foliowing guidance
for the 1999 contract term:

A.  Patient Bill of Rights

i. [aformation Disclosure. OPM envisions a cooperanve effort involving
carriers, other Federal agencies, accrediting organizations, and professional
associations 1o develop a data base or bases that includes the information
required to be disciosed by the Patient Bill of Rights. We will seek
opportunities for FEHB participating carriers to work with these organizations
to compile and disclose information regarding network characieristics. ’
professional, and facility information by the end of 1999 (see Carrier Letter No.
1998-008 for disclosyre requirements). However, we believe that carriers
should be able 10 easily obtain the information we are requiring beiow for
disclosure 1o members during the 1998 Open Season.

. Provide disenroliment rates for the year ending 1997,

. Indicate compliance with Staie and Federal licensing or centification
requirements, 1f applicable, including the date the requiremerts were mat, Note
where the plan is out of compliance with a requirement and the reason for non-
compliance. Indicate all accreditations and dates received.

. Indicate carrier’s type of corporate form and years in existence,

. Indicate whether the plan meets Suae, Federal, and accreditation requirements
for fiscal solvency, confidenuiality, and transfer of medical records.

FF5-1-1



2.

-1n Your May 31 Submission. If you already operate in accordance with the

following provisions of the Patiert Bill of Rights. please submit & narrative
describing what you do currently. If not, propose benefits or process changes
needed to bring your plan into compliance for 1999, and submit appropriate
brochure language 1o describe the changes.

Women should have access 1o plan aifrwcalagists, certified nurse midwives,
and other qualified providers for routine and preventative women's health
care services. : .

To the extent that certified nurse midwives are eligible to practice under
existing State law and meet credentialing requirements, we expect plans to
contract with them, and provide access to them, for the provision of covered
services within the scope of their license or centification. We expect that plans
will either allow pian OB/GYNs 1o act as primary care providers or allow
mermbers dirget access for at ieast one annual routine gynecological
examination,

Authorizations for services by specialisis when required should be for an
adequate number of direct access visits under an approved treatment plan
$0 88 not to unduly burden members with furtber approvals,

We expect that plans will review their provider referral practices and revise

them as appropriate 1o ensure that members receive approval for an adequate
number of visits to specialty providers. Your brochure should teli members

about your referral procedures.

Consumers with complex or serious medical conditions who require
frequent specialty care should have direct sccess to a qualified specialist of
choice within the plan’s network of providers.

We expect that plans will establish procedures for members who require
frequent or prolonged specialty care to obtain authorization for direct access 1o
a qualified specialist of choice within their network of providers. Your
brochure should teil members about these procedures and whom to contact for
authorization.

Access [0 Emergency Services, We are requiring carriers to use the "prudent
fayperson” standard when reviewing emergency care visits for coverage
eligibility in 1999,

FFS-1-2
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4.

Information For Inclusion In 1999 Brochure, Inciude language in your May
31* brochure mark-up 10 reflect how the plan administers 1s formulary drog
inclusiorvexception, and experimental/investigational determination processes,

Information To Be Available To Members Upon Request for 1999. Propose
a formar and processes for disseminating the following information:

Plan preauthorization and utilization review procedures; ?

Use of ¢linical protocols. practice guidelines, and utilization review standards
pertinent w patient’s clinical circumstances;

Whether the plan has special disease management programs or programs for
persons with disabilines:

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

Qualifications of reviewers at the initial decision and reconsideration under the
FEHB disputed claims process,

For Implementation As Quickly As Practicable During 1999. We realize that
some required changes may necessitate provider contract revisions. Therefore,
while we want changes to be put into effect as gquickly as possible, we Will
allow carriers umtil the end of 1999 to achieve contracual compliance with
provider level disciosure requirements and compliance strategies that entail
provider contract changes, with full implementation to be achieved no later than
the stant of conimact year 2000,

Teansitional Care. The Patient Bill of Rights requires that consumers,
undergoing treatment for chronic or disabling conditions (or in second or third
trimester of pregnancy) at the rime they involumtarily change health plans or at
the time when their provider is enminated by the plan for other than cause,
should cominue seeing their speciaity providers for up to 90 days {or through
completion of posipartum care) 1o allow transition of care. During the
transition period, patients should continue o have information and medicat
records available to ther and should not incur greater costs for services, We
expect that this policy will require revisions 1o your provider contracts. To
start the process, propose your sirategy (o bring your plan into ¢compliance by
the start of comntract year 2000 in your May 31® benefit and rate submission.

Medical Records. Federal members must be allowed 1o review, amend, and
obtain a copy of their medical record upon request. I this policy requites
revisions 10 your provider contraces, propose your strategy to bring your plan
into comptiance by the start of contract year 2000 in your May 31" benefit and
rate submission.
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7.

In-Network Provider Access. The Patient Bill of Rights requires that:

1f a heaith plan has an insufficient aumber or type of providers o provide
covered benefits with the appropriate degree of specialization, the plan should
ensure consumers obtain benefits outside the network at no greater cost than if
obtained from in-network providers. Many plans have PPO arrangements ,
where there may be limited access to some types of providers and/or providers
in certain geographic areas. Where this is the case, the carrier is responsible
for describing such fimitations in its brochure as well as s provider directories.
There will be no requirement 1o provide the enhanced PPO benefit where the
Hmitations about its availability are appropriately described. The description of
such limitations must be straightforward and in plain English so that consumers
will understand exactly what to expect. However, OPM expects carriers to
aggressively expand their current PPOs and 1o establish PPOs in areas where
they do not now exist 50 that enrcliee access to preferred providers is
maximized.

Submit a narrative on how vour plan currently complies with this provision. If
yOur plan does mot currently comply, propose a steategy 10 bring your plan into
contracrual compliance by the end of 1999 with full impiementation by the stant
of comract year 2000 in your May 31* benefit and rate submission. OPM will
work with carriers 1o create a consistent policy under the FEHB Program that
will provide appropriate access in those geographic areas where networks are in
place. We anticipate an implementation strategy that will not escalate plan or
Program costs detrimentally. ’

*Gag Clauses™

OPM has been directed by the President 10 publish a regulation 1o eliminate
"gag clauses” under the FEHB Program no later than May 20, [998. OPM will
publish a Notice of Proposed Rule Making (NPRM) prohibiting carriers from
having contractual provisions with providers that include incentives to restrict
their ability (o communicate with, and advise patients of, any appropriate
treatment oprions. The NFRM will invite comments from carriers and the public
on how best o effecruate any necessary changes. We are confident that carriers
do not intend to preclude providers from fully informing their patients of their
trearment options and expect that the umpact of this regulation should be
minimal.

Pharmacotherapy for Mental Health Conditions, In addition to the existing benefit
policies regarding mental health and substance abuse, we expect pharmacotherapy
medications, and visits and tests to monitor their effect, 10 be provided at the same
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benefit level of coverage as the medical/pharmaceutival management of any other
disease process. Furthermore. we expect. at 2 minimum, that Attention Deficic
Disorder and Gilles de la Toureue's syndrome will be considered medical conditions
and be provided at the same benefit level of coverage as any other medical condition.
Any other mental diseases yvou identify as being in this Category also should be treared
accordingly.  In addition, we expect that you will continue to provide pyschotherapy
under the Mental Health benefits as an adjunct 1o pharmacotherapy as appropriate.

Any visit or day limits to mental health benefits may not be reduced as a result of these
initiatives.

Three-tiered Point of Service Products. We will consider proposais for three-tiered
Poimt of Service products. hat differentiate between self-referral in-nerwork and out of
network. The plan brochure must thoroughly describe the three tiers, However, ondy
the standard in-network benefit levels available through primary care physician referral
and the out of network seif-referral benefit tevels will be displayed in the 1999 Guide
to Federal Employee Health Benefit Plans.

Capture all discounts. In 1998, the Inspector General published 2 report that found
that nondirected PPO arrangements produced savings and were appropriate. as long as
providers were aware of such arrangements. Consistent with prior year call letters, we
continue to stress that carriers strive 10 be the most cost effective in both their claims
payments and their administrative operations. We expect carriers to put in place
procedures to caprure discounts from bills presented, where it 18 cost effective (o do so
and to expand and strengthen their existing PPO arrangements and the services
provided under such arrangements, Likewise, we expect the carmers will continue 1o
enceurage competition among subcontragtors 10 reduce adminisirative costs,
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Part Two - Preparing Your Benefit Proposal

Because we must conclude negotiations in a few weeks, we expect every Fee-for-Service
Carrier to prepare and submit a complete proposal in accordance with these instructions by
May 31, 1998,

Your actual benefit proposal will consist of several pans: -

~ Narrative description of each proposed change (in worksheet format); k

- Narrative description of gach proposed clarification {in worksheer formar).

- Proposed 1999 bt;x:hure language: and,

- Signed contracting official form (at FFS-II-3)
We are seeking stability in FEHEB Program benefit packages and are not encouraging benefit
changes beyond those noted in the call Jetter. If you foresee unusual or extensive changes,

please discuss them with your OPM contract representative before you prepare your
submission,

FEHRB Proposal Instructions

You must include a narrative description of each proposed bénefit change and clarification in
your proposal. Answer the following questions in worksheet format for each proposed
benefit change or clarification. If a particular question does not apply, please so indicate.
Use a separate page for each change or clarification vou propose. Incorrectly formatted
submissions will be returned to you for corcection. The following format Is required:

Benefit Changes

1. Describe the existing benefit and your proposed change. State the proposed
brochure language. including the "How the Plan Changes™ section. The language for
the "How the Plan Changes” section must be written from the enrollees’ perspective
amdd make clear 1o enrollees how the change will affect them. Be surg to show the
complete range of the change. For example, if you are proposing 1o eliminate an
inpatient deductible, indicate whether the ::!nge w:ll also apptly t0 hospzzaizzzzmns

2. Describe the rationale or reasoning for the proposed benefit change.
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3. State the acwarial value of the change, and whether the change represents an
increase or decrease in (2) the existing benefit, and (b) your overall benefit package, If
amr increase, describe whether any other benefit is offser by your proposal. Include the
cost impact of this change as a biweekly amount for the Self Only and Self and Family
rate. If there is no cost impact or if the proposal involves a cost trade-off with another
benefit change, show the trade-off or a cost of zero, as appropriate.

Benefit Clarifications
1. Show the current and proposed language for the benefit you propose w clarify;

reference all portions of the brochure affected by the clarification. Prepare a separate
worksheet ach proposed clarification.

2. Describe the rationale and need for the Janguage change.

Please note that we consider a benefit change 1o be an increase or reduction, however slight, in
© the level of coverage of 2 benefit shown in the plan's current FEHB brochure, e.g., changing
the number of days for a prescriprion drag supply from 3! to 30 days. Clarifications., on the
other hand, comprise changes in wording that do not affect the level of benefits provided, A
proposed change that resuits in an increase or decrease in benefits must be shown ad a
benefit change, even if there is no change in rates.
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Carrier Contracting Officials

The Office of Personnel Management (OPM) will not accept any contractuai action from

+

{Carrier)
mcluding these involving rates and benefits, that is not signed by one of the persons named
below {including the executor of this form), or on an amended form accepted by OPM. This
list of contracting officials will remain in effect until amended or revised by the carrier.

The persons named below have the authority 10 sign a contract or otherwise to bind the camier

for .
{Plan)
effective . Plan code(s):
{Date of receipt 21 OPM)
Typed name Title Signature , Date

By:

(Signature of contracting official}  {Date)

(Typed name ana title}

(Phone mumnber} {FAX Number)
FFS-II-3



Part Three - Open Season Material &
Reimbursement of Printing Costs

r

A. Your FEHB Brochure - As in past years, we expect you (0 typeset and print your
brochures for the FEHB Program. The brochure production schedule and the distribution
deadlines that must be mer remain unchanged. Carriers will again bear full responsibili’y for
the accuracy and timeliness of their FEHB brochures, and will be held accountable for any
brochure errors. ’

The Office of Insurance Programs will concentrate our attention on the benefit proposals,
obtaining agreement with the carriers on those proposals, and perfecting language so that we
clearly communicate the coverage in a manner that is easily understood by our customers,
Carriers will have sole responsibility for preparing the camera ready proof and printing the
brochure,

We will advise you about any revisions 1o the mandatory language that must appear in all
FEHB brochures (such as the Disputed Claims page, Inspecwor General Advisory on Fraud
section, etc.). Additional information about the brochure production process will be
fortheoming. !
Unless you make other arrangements with your contract specialist, we expect you to work
from a clean, unformatied electronic copy of your 1998 brochure text. You wiil make
mandatory brochure language changes to this 1ext as well as proposed benefit changes and/or
clarifications and transmit it back 1o us by May 31, 1998, During the benefit negotiation
process, if necessary, we will electronically transmit this text back 1o you with our edits
reflecting whether or not we have accepted your proposals, for your review. If you do not
possess an unformatsed text copy of your brochure, your contract specialist can supply one,

Once the benefit negotiation process is complete, we will electronically ransmit 10 you the
agreed-upon brochure text language that is to be printed in your 1999 brochure. This text
cannot be altered. You should begin the process of having the brochure typeset and readied
for printing, but you may not proceed with the actual printing until your 1999 FEHB contract
has been signed by OPM and by an authorized carrier contracting official. A copy of the
agreed-upon brochure text language will be incorporated as Appendix A to the 1999 FEHB
contract between OPM and the carrier, and the entire contract wiil be sent to you for
signarure.

After the 1999 FEHE contract is signed by OPM and by an suthorized carrier contracting
official, you are free to proceed with the layour and printing of your brochures. You may print
the brochure when you are confident that the brochure is correct. You are also required 10
create a Portable Darta File (PDF) of your brochure and submit it to OPM for posting on our
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website. You are responsible for assuring that the brochure is accurately typeset and
conforms to the agreements reached on benefits and the-instractions for printing the
brochure. You will be held sccountable for any errors in the final printed brochure and
PDF file. After printing the brochure, please send 25 copies to your OPM contract specialist,

If we discover unauthorized material changes 1o benefirs or language in your printed brochure,
you will be required to reprint and redistribute corrected brochures at your expense. In.
addition, you will be required 1o notify all enrollees of the error and of the correct available
benefit, and 1o absorb the penalties described below, It may be possible 10 correct some lesg
serious errors through printing and distributing addendum sheets containing corrected brochure
language, rather than reprinting the brochure. Your OPM Contracting Officer will advise you
what corrective action will be required. It Is in the best interests of you, your FEHB
members, and the FEHB Program t¢ produce accurate FEHB brochures. Please take
appropriate steps during brochure production to assure its accuracy.

B. Rates - For 1999, the rates will appear on the back cover of your brochure. The rates
will be sent to you for insertion when rates are released, after the enroliee and Government
shares have been calculated, n early September,

€. Reimbursement of Printing Costs - As in previous years, we wiil reimburse you for
costs associated with printing the quantity of brochures that we authorize the carrier to print.
We will not reimburse the costs of printing open season marketing materiais, or of brochures,
addenda, or other informational materials required fo correct brochure printing errors.

D. Penalties for Brochure Production Errors - Carriers that efficiently produce accurate
FEHB brochures will benefit from the additional time and increased freedom our brochure
production process provides them, However, carriers that are unable o produce accurate
brochure proofs will face additional work as printing deadlines approach. We expect
participating FEHB carriers to devote the resources necessary to assume responsibility
thraughout the brochure production process for the accuracy and comtent of their brochures.

Penalties will be assessed for errors based on the significance of the error.  Carriers will also
be required to take appropriate corrective action (a1 carrier expense) to assure that FEHB
members receive the correct information. Penafties and the cost of corrective action are not
chargeable to the FEHB Program. Possible penalties (in addition to appropriate corrective
action) would be a disallowance of not less than 3500, bur if more, not more than 50 percent
of your brochure printing allowance,

 The cost of reprinting and redistribution of corrected brochures, addendum sheets, or other
corrective action will not be reimbursed or chargeable to the FEHBE comtract, In addition,
failure to efficiently produce accurate FEHB brochures will be taken imto consideration in
determining your service charge. -
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E. Penaliies for Late Brochure Distribution - In the past, we've experienced problems with
carriers failing 1o ship requested brochure guantities to OPM's delivery point in lowa City in a
timely manner and, less frequently, 1o Federal agencies. Most FEHRB brochures are delivered
on time. However, if you do not ship timely, you may be subject to the penalties

in Item D above against your brochure printing allowance (The penalty will be increased as
warranted by the delay.). In addition, your failure 1o ship tirnely will be taken into
consideration in determining your service charge. To avoid such actions. please make timely
shipping 1o lowa City and Federal agencies a priority when you distribute Plan brochures this
Fall, '

FF5-I11-3



Enclosure for Health Maintenance Organizations

This enclosure provides Health Maintenance Organizations (HMO) with additional guidance
on benefit changes and instructions on the submission of benefit and service area proposals for
-the upcoming contracs term {(January | through December 31, 1999}, You are expected 1o
propose benefit changes in accordance with the call letter. It is important that all HMOs
review this entire enclosure; certain information is required of all plans. 3.

There are four main parts (o this enclosure;

Part One - Guidance on Benefits

Part Two - Preparing Your Benefut Proposal

Part Three - Changes in Service Area

Pant Four- Open Season Materials and Reimbursement of Printing Costs

If you have any questions about your benefits submxssmn please call your contract
represemative,

We will send you any sdditional forms and materials needed to prepare your bmchure and
other open season documents in April. These will include:

t. Revisions 1o mandated {i.e., non-negotizble} language and required changes for the
1999 brochure.

2. Printing specifications for the 1999 brochure. '

We will send you electronic graphics and the OPM authorization block for the cover of your
1999 brochure with your brochure text file. We will send you your brochure quantities form,
shipping labels, and related open season instructions in August.

Rate instructions will be sent under separate cover. It should be remembered at all times that
FEHB rate submissions are the comerstone of our financial relationship with HMOs. The
FEHB rates and their supporting documentation are subject to audit to ensure their accuracy
ang reasonableness. Misrepresentation of your FEHB Program rates can result in criminal or
civil legal actions against the carrier or its officials. We, with the support of the Inspector
General's Office and the Justice Department, intend to aggressively pursue any
misrepresentation with respect 1o rates.



Part One - Guidance on Benefits

Proposed Benefit Changes

Unless otherwise indicated, policies established in prior years remain in effect. Newly-
approved HMOs should see Part Five of their enclosure for details.  We wiill not consider
proposals that are contrary to these policies. E

In keeping with the spirit of the call lener, we remain extremely price sensitive, but do not
limit HMQs to zero cost benefit tradeoffs. However, we do prefer that benefits remain stable.
With this in mind, we offer the following guidance for the 1999 contract term:

A, Patient Bill of Rights

1!

Information Disclosure. OPM envisions a cooperative effort involving
carriers, other Federal agencies, accrediting organizations, and professional
associations to develop & data base or bases that includes the information
required to be disclosed by the Patient Bill of Rngh:s We will seek
opportunities for FEHB participating carriers to work with these argamzazwz’za
to comptle and disclose information regarding network characteristics,
professional, and facility information by the end of 1999 (see Carrier Letter No,
1998-008 for disclosure requirements). However, we believe that carriers
should be able 10 easily obtain the information we are reqnmng below for
disclosure 10 members during the 1998 Open Season,

Provide disenrollment rates for the year ending 1997,

Indicate compliance with State and Federal leensing or certification
requirements, if applicable, including the date the requirements were met. Note
where the plan is out of compliance with a requirement and the reason for non-
compiiance. Indicate all accreditations and dates received.

Indicate carrier's type of corporate form and years in existence.

Indicate whether the plan meets State, Federal, and accreditation requirements
for fiscal solvency, confidentiality, and transfer of medical records.

In Your May 31 Submission. If you already operate in accordance with the
following provisions of the Patient Bill of Rights, please submit a narrative
describing what you do currently. If not, propose benefits or process changes
needed to bring your plan into compliance for 1999, and submit appropriate
brochure fanguage 10 describe the changes.
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3'

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

To the extent that certified nurse midwives are eligible (o practice under
existing State Jaw and meer credentialing requirements. we expect plans to
contract with them, and provide access o them, for the provision of covered
services within the scope of their license or certification. We expect that plans
will either allow plan OB/GYNs to act as primary care providers or allow
members direct access for at least one annual routing gynecological
examination.

Autherizations for services by specialists when reqxxifed shouid be for an
adequate number of direct access visits under an approved freatment plan
5o as not to uaduly burden members with further approvals.

We expect that plans will review their provider referral practices and revise
them as appropriate {0 ensure that members receive approval for an adequate
number of visits 1o specialty providers, Your brochure should tefl members
about your referral procedures, *

Consumers with complex or serious medical conditions who require
frequent specialty care shonld have direct access to a qualified specialist of
choice within the plan's network of providers.

We expect that plans will establish procedures for members who require.
frequent or proionged specialty care o obtain authorization for direct access to
& qualified specialist of choice within their network of providers. Your
brochure shouid tell members about these procedures and whom (0 contact for
authorizanon.

Access to Emergency Services. We are requiring carriers {0 use the "prudent
layperson” standard when reviewing emetgency care visiss for coverage
eligibility in 1999,

Information For Inclusion In 1999 Brochure. Include language in your May
31 brochure mark-up (o reflect how.the plan administers its formulary drug
inclusion/exception, and experimental/investigational determination processes,

Information To Be Available To Members Upon Request for 1999, Propose
a format and processes for disseminating the following information:
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Plan preauthorization and uiilization review procedures,

Use of clinical pwwcois practive guidelines. and utilizadon review standards
pertinent to patient’s clinical circumstances:

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

Whether 2 specific prescription drug is included in a formulary and procedures
for considering reguests for patient-specific waivers: and

Qualifications of reviewers at the initial decision and reconsideration under the
FEHB disputed claims process.

For Impiementation As Quickly As Practicable During 1999, We realize that
some required changes may necessitate provider contract revisions. Therefore,
while we want changes 1o be pur into affect as quickly as possible, we will
allow carriers until the end of 1999 (o achieve contractual compliance with
provider level disclosure requirements and compliante strategies that entail
provider coniract changes, with full implemeniation to be achieved no later than
the start of contract year 2000.

Transitional Care. The Patient Bill of Rights requires that consumers,
undergoing treatment for chronic or disabling conditions {or in second or thixd
trimester of pregnancy} at the time they involuntarily change health plans or at
the time when their provider is terminated by the plan for other than cause,
should continue seeing their spacialty providers for up 1o 50 days {or through
completion of postpartum care) to allow ransition of care. During the
transition period, patients should conninue to have information and medical
‘tecords available to them and should not incur greater costs for services. We
expect that this policy will require revisions 10 your provider contracts, To
stari the process, propose your sitategy to bring your plan imo compliance by
the start of contract year 2000 in your May 31* benefy and rate submission.

Medical Records. Federal members must be allowed to review. amend, and
obtain a copy of their medical record upon request. If this policy reguires
revisions 1o your provider conmracis, propose your strategy to bring your plan
into compliance for by che stan of contract year 2000 in your May 31® benefit
and rate submission.

In-Network Provider Access. The Patient Bill of Rights requires that:

If a health plan has an insufficient number or type of providers 1o provide
covered benefits with the appropriate degree of specialization, the plan should
ensure consumers obtain benefits outside the network at no greater cost than if
obtained from in-nerwork providers.
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Submit a narrative on how your plﬁn currently complies with this provision. If
your plan does not currenily comply, propose a strategy to bring your plan into
contracrual compliance by the end ‘of 1999 with full implementation by the start
of contract year 2000 in your May 31* benefit and rate submission. OPM will
work with carriers to create a consistent policy under the FEHB Program that
will provide appropriate access in those geographic areas where networks are in
place. We anticipate an implementation strategy that will not escalate.plan or
Program costs detrimentaily. ' X

7. "Gag Clauses"

OPM has been directed by the President to publish a regulation to eliminate
"gag clauses"” under the FEHB Program no later than May 20, 1998. OPM wiil
publish a Notice of Proposed Rule Making (NPRM) prohibiting carriers from
having contractual provisions with providers that would include incentives to
restrict their ability 10 communicate with, and advise pattenis of, any
appropriate treatment options. The NPRM will invite comments from carriers
and the public on how best to effectuate any necessary changes. We are
confident that carriers do not intend to preclude providers from fully informing
their patients of their treatment options and expect that the impact oftthis
reguiation shouid be minimal.

Pharmacotherapy for Mental Health Conditions. In addition to the existing benefit
policies regarding mental health and substance abuse, we expect pharmacotherapy 0
medications, and visits and tests to monitor their effect to be provided at the same
benefit level of coverage as the medical/pharmaceutical management of any other
disease process. Furthermore, we expect, at a minimum, that Attention Deficit
Disorder and Gilles de la Tourette's syndrome will be considered medical conditions
and be provided at the same benefit level of coverage as any other medical condition.
Any other mental diseases you identify as being in this category also should be treated
accordingly. In addition, we expect that you will continue to provide psycotherapy
under the Mental Health benefits as an adjunct to pharmacotherapy as appropriate.
Any visit or day limits 1o menra! health benefits may not be reduced as a result of these
initiatives.

Three-tiered Point of Service Products. We will consider proposals for three-tiered
Point of Service products, that differentiate between self-referral in-network and out of
network. The plan brochure must thoroughly describe the three tiers. However, only
the standard in-network benefit levels available through primary care physician referral
and the out of network self-referral benefit levels will be displayed in the 1999 Guide
to Federal Employee Health Benefit Plans.
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Last year, we negotiated a consolidation of multiple contracts with a single carrier into
one multi-state coniract, with rates negotiated for each state or service arga. We
believe this to be a more efficient mechanism for managing contracts with a single
parent organization, Therefore, we encourage those carriers that contract with us in
multipie locations o consider whether and how consoiidation ¢an be accomplished.

Preemption Authority. The law governing the FEHB Program gives the Office of
Personnel Management the authority to preempt State laws reganding the nature or
extent of coverage or benefus, including payments with respect 10 benefits. In the best
nterests of pur enrollees, we will not preempr State Jaw that would have the effect of
increasing the carrier's contracrual benefits, uniess the State mandate conflicts with
Federal law, FEHR regulations or Program-wide policy.

It has been our policy for the last several years 10 accept the use of drug formularies in
plan design. However, an essential pary of that policy is the proviso that non-
formulary drugs will be covered when prescribed by a plan doctor. It is incumbent
upen the plan 10 manage the dispensing of drugs by 1ts nerwork of physicians.
Enroliess may ot be held accountable for departures from formulary prescriptions by
pian doctors.
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Part Two - Preparing Your Benefit Proposal

Because we must conclude negotiations in a few weeks, we expect every HMO to prepare and
submit a complete proposal in accordance with these instructions by May 31, 1998,

Your actual benefit proposal will consist of several parts:
- Benefit package documentation;

- Comparison of 1998 community package (adjusted for special FEHBP benefits) and
the proposed 1999 community package;

- Narrative description of each proposed change {in worksheet format);
- Narrative description of each proposed clarification (in worksheet format);
- Proposed 1999 brochure language; and,

- Signed contracting official form {at HMO-TI-6)
If you foresee unusual or extensive changes to vour community package, please discuss them
with your OPM contract representative before you prepare your submission.

As a reminder, in calculating your rate, you should adjust your community rate for the
package you propose to reflect the additional cost - or savings - of increased, reduced. or
excluded benefits resulting from OPM benefit requirements that are specific 1o the FEHB
group, such as improved mental benefits. 1f there is no change 1o the rate because of such
requirements, each benefat difference should be identified nonetheless, by a zero on
Antachment 2 {line 2} of your rate calcuiation.

1999 FEHB Proposal Instructions

A. Provide the following material by May 2, 1998:

: ated Plans - Provide a copy of a fully gxecuted employer group
amracz evuiencmg the highest level of coverage offered for 1998,

2. Community-rated Plans - Provide 2 fully executed copy of the community benefits
package {(aka master group contracy or subscriber certificate) that describes the
community benefits package, and riders, purchased by the greatest number of the
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carrier's non-Federal subseribers in 1998, 1t the comnwunity benefits package we
currently purchase s not the same one, also send us a copy of the package we do
purchase.

Provide the following by May 31, 1998, to document your proposal;

rerience-rated Plans - OPM prefezs to purchase the highest level of coverage
uffcred 10 emp}oye: groups by your Plan {or current FEHB benefits, whichever is
higher).” If you have not made changes b the highest level of coverage submitted In
response to A(l) above, then submit a swatement to this effect, along with an
additionat copy of the benefit description. If you have made changes, submit a
copy of the pew benefit description and answer the questions in Section C below,
This benefit package and the associated rate must have been filed with your State if a
filing is required by the State. ,

U =d Plans - QPM prefers to purchase the same community benefit
package that COVETS ziw majority of your plan’s subscribers/contract hoiders, with
adjustments for any benefit differences resuiting from specific requirements of the
FEHB Program, If you offer a variety of community packages, you should propose the
core package of benefits purchased by a majority (or the largest number) of plan
subscribers or contract holders (not members or empioyer groups.) This package must
be disclosed even in instances where we purchase a different package so that we.are
aware of the differences, If such disclosure was not made and we later determine that
the community benefits package we purchased is not the community benefits package
purchased on behalf of the majority, your 1959 FEHB rates will be subject 1o
adjustment.

Descriptions of commmunny-based riders and other additions 1o the basic package that
reflect previously agreed-upon modifications or mandated additions to the community
package, must be apperkied. Riders (optional benefits not sold to all plan groups) that
are incorporated in the community package must be identified. This material must
evidence all benefit changes proposed for the FEHB Program for the 1999 contract
term except those still under review by your State as described in Item D below.

To simplify our comparison of your 1999 community benefits package proposal and the
benefits package currently purchased for the 1998 contract term, please attach a chart
dispiaying the following information:

1. Benefits that are covered in one package but not the other;

2. Differences in copays, coinsurance. numbers of days of coverage and other levels
of coverage between one package and the other,
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3. Whether the costs of the differences at {13 and (2) are included within or are in
addition to the community rate charged 10 the other groups that purchase this
community benefits package, and to the FEHB Program;

4. The number of subscribers/contract holders who currently purchase each package.

Describe the procedure in your Siate for filing and/or obuaining approval of community
benefit packages and changes. If filing and/or approval is required, provide a copy of
the plan’s most recent submission applicable to the community benefits package
you suhmit in response to B(2) and provide a copy of the approval issued by the
State. Please highlight and address any State mandated benefits that have not been
specifically addressed in previous negotiations with OPM, Please note that we will
accept proposed benefit changes only ift {1) the changes were submitted 10 your State
prior to May 31 and (Z) approval is obtained and documentation of the approval is
submitied to OPM by Juse 30, 1998. If State approval s granwxd by default, i.e., the
State does not object to praposed changes within a cerain pericd afier receipt of the
proposal, please 30 note; the review period must have elapsed without objection by
Jume 30,

We will contact the State abous beneflis as necessary: please provide the name and
phone number of the State official responsible for review of your plan’s benefus. If
your plan operates in more than one State, provide this informarion for each State.

You must provide a narrative description of each proposed benefit change and
clarification in your proposal. Answer the following questions in worksheet format
for each proposed benefit change or clarification. Use a separate page for each
change or clarification you propose, Incorrectly formatted submissions wiil be
returned to you for correction. The follawing format is required:

Benefit Changes

1. Describe the existing benefit and how you propose 1o change it. State the proposed
brochure language, including the "How the Plan Changes” section. The language for
the "How the Plan Changes” section must be written from the enrollees’ perspective
and make clear to enroliees how the change will affect them. Be sure 1o show the
complete range of the change. For instance, if you are proposing elimination of the
plan’s hospitalization copay, indicate whether this change will also apply to
hasprtal:zazmns umiar the &merge:zcy anzi mental health benet’ug Lf_@;g___rg@&_ﬁ;g

2. Describe the rationale or reasoning for the proposed benefit change.
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3. State the aciuarial value of the change, and whether the change represents an
increase or decrease in (2} the existing benefit, and (b} your overall benefit package, If
an increase, describe whether any other benefit is offset by your proposal.

4. State whether this change is part of your proposed community benefits package (see
Item B.2.} or a change thar has been submitted to the State for approval. State how the
change will be introduced 10 other employers {e.g., group renewal date). State what
percentage of your contract holders/subscribers now have this benefit and the
percentage you project will be covered by January 1999,

5. Has the change been submined 1o and approved by the appropriate State authorities?
If so, when? Supporting documentation must be submined (see Item I above).

6. If not part of the proposed community benefits package, is the change a rider? If
yes,

a. lIs it a communny rider {offered to all employer groups at the same rate)?

b. State the percentage of your subscribers/contract holders who purchase this
now and the percentage you project will be covered by next January 1. What is
the maximum percentage of all your subscribers/contract holders you expect to
be covered by this rider and when will that occur?

¢. Inciude the cost impact of this rider as a2 biweekly araount for Self Only and
Self and Family on Arnachment 2 of your rate calculation. If there is no cost
impact or if the rider involves 2 cost trade-off with another benefit change,
show the trade-off or a cost of zera, respectively, on Attachment 2 to your rate
caleulation.

7. Will the change require new providers (e.g., dental, vision)? Furnish an
updated provider directory that includes these new providers.

Benefit Clarifications

1. Show the current and proposed language for the benefit you propose 10
cianfy reference alI portions of the brochure zﬁ’ected by the clarification.

2. Describe the rationale and need for the language change.

Please note that we consider a benefit change to be an increase or reduction, however slight, in
the level of coverage of a benefit shown in the plan’s curremt FEHB brochure, e.g., changing
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the number of days for a prescription drug supply from 31 to 30 days. -Clarifications, on the.
other hand, comprise changes in wording which do not affect the level of benefits provided. A
proposed change that results in an increase or decrease in benefits must be shown as a
benefit change, even if there is no change in rates.
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Carrier Contracting Officials
The Office of Personnel Management (OPM) will not accept any contractual action from

1

{Carrien)
including those involving rates and benefits, that is not signed by one of the persons named
below (inciuding the executor of this form), or on an amended form aceeped by OPM." This
list of contracting officials will remain in effect until amended or revised by the carrier.

¥

The persons named below have the zuthority 1o sign 2 contract or otherwise to bind the carrier

-

for .
{Plan)
effective ' ‘ Plan code(s):
{Date of receipt at OPM) i
Typed name ‘ Title ' Signature Date

By:

{Signature of contracting officialy  (Date}

{Typed name and title)

(Phone number) (FAX Number)
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. Part Three - Changes in Service Areas
or Redesignation as a Mixed Model Plan

We expect that your plan's present service area and the individual doctors or medical groups
with whom you contract 1o offer services to the FEHB will remain available (0 our members
for the 1999 contract term. You must inform us of any expected changes.
¥,

Service Area Reductions - Explain the reason for and provide supporting

documentation (e.g., withdrawal notice from medical group) regarding any

proposed reduction 10 the plan’s service arez.  Does this reduction apply only t0

the Federal group? Deseribe precisely, and provide a map of, the area 10 be

- eliminated.

Service Area Expansions - You must proposa any service aréa expansion by
May 31. We will grant an extension for submitting to OPM any supporting
documentation described below, including all necessary State authorizations,
until no later than June 30. We cannot grant exceptions 1o this date because of
printing deadlines we must meet in order o inchude approved expansions in the
FEHB Guide. R
Redesignation as a Mixed Model Plan - If your Plan formeriy operated as a
Group Practice Plan (GPP) or Individual Practice Plan (IPP} and now offers
both types of providers, redesignation as a Mixed Model Plan (MMP} may be
appropriate. You must request redesignation and describe the delivery system
that has been added. ‘

Please note: You must indicate 10 us that the information you provide us concerning yout
delivery systemn is based on providers with whom you have gxecuted contracts: letters of intent
are not acceptable in lieu of executed contracts. We also require that you state that all
contracts with providers contain 2 "hold harmiess” clause. Use the suement form at
HMO-I-5,

Important Notice: If your Plan has a service area reduction or a new rating area is
established that requires current Plan members to change enroliment codes, new codes will be
assigned and there will be a total positive re-enrollmenx of all of the Plan's FEHB members
during the 1998 Open Season,

OPM will evaluate your proposal in accordance with these criteria: legal authority to operaie,

adequate access (o plan doctors and hospitals, and plan ability to provide contracted benefits.
Accordingly, please provide the following information:
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Instructions
A. Provide a description of the proposed expansion:
1. Describe the proposed service area expansion by zip code, county, city or town.

2. Provide a map of the old and new service areas. ,’
3. In addition 10 the access to providers within the proposed expansion you describe in
C. below, be sure to describe access to carg in contiguous areas within your existing
service area. Show the distance in miles/minutes from the furthest poim of the
proposed expansioft to currefit locations of Plan primary care doctors and to contracting
hospitals in your existing service area. (If your plan 15 a GPP. show the distance 10 4
current center (not satellite) in the existing service area.}

4. Include proposed language for this expansion in your brochure language submission
(see Part IV), in the Service Area description.

R, Authority to operate in proposed area:

t
1. If the new service area 15 not CONLiZUOUS 10 YOUT CUITENL service area, indicate
whether or not the Plan operates in the proposed area with the same articles of
incorporation, license, management, benefits and rate as in your current service area.
If not, explain in detail. '

2. Please provide 2 copy of the State approval document authorizing you to both
market and provide services in the proposed expansion area, and the name and
telephone number of the person at the state agerky who worked an the authorization.

If State approval has nor been obiained, note the June 30 deadline for our receipt of this
documentation.

€. Access to Providers - Please submit statements (signed by an authorized contracting
official) of the following information concerning the availability of services in your proposed
expansion, for each zip code, county, city or town, as described in your proposed expansion.
Please note that a provider directory is nor sufficient,

1a.  The number of primary care physicians in the proposed area with whom you
have executed contracis,

1b.  The total number of primary care physicians in the proposed area.
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2a,  The number of specialists in the proposed area with whom you have gxecuted
contracs.

2b.  The total number of specialists in the ares.

3a.  The mumber of hospitals in the proposed area with whom vou have gxecuted
contracts. List them.

.
s

3b.  The total number of hospitals in the area,

4. The average drive time 1o a primary care doctor.

5. The average drive time to a specialist.

&, The average drive time to a hospital.

7. The approximate size of the proposed area at its longest (north to south) and

widest (east to west) points.

8 Description of the general area (e.g., rural vs. urban, population, geographic
boundaries 10 access, e1c.).

9. Description of other services and their focations {e.g., pharmacies, DME, etc.}.

D. Redesignation as a Mixed Mode! Plan - This section applies oply if your Plan formerly
operated as a GPP or IPP and now offers both types of providers, and you are requesting
redesighation as a Mixed Model Plan, Please indicate the provider system being added.

If you are adding a GPP component 10 an existing IPP delivery system. please note that in
order to meet FEHB requirements. you must demonstrate that the group includes “at least
three physicians who receive all or a substantial part of their professional income from the
HMO funds and who represent one or more medical specialties appropriate and necessary for
the population proposed o be served by the plan.™ (5§ USC 8903{(4}(A))

Include clear brochure language in your brochure ("How the Plan Changes” section plus
“Information About This Plan”, if appropriate) to reflect the proposed changes.

Remember, if the proposal is approved, you will need to provide the following information:

1. Do you require all members of 2 family to use the same defivery system, or may
some members of a family use GPP doctors while others use IPP doctors?
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2. If members are restricted to one type of delivery system. what must a member do to
change from one delivery system to the other durjng a contract term? How soon after
it is requested would such a change be effective?

3. If a member wants to change primary care doctors (centers for GPPs), what must
the member do? Is there a limit on the number of times a member may change primary
care doctors (centers)? If yes, will you waive the limit for FEHB members? Ho

soon 1s a requested change effective? -
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Federa! Employees Health Benefits Program .
Statement About Service Area Expansion

1 hereby state that the anached service area expansion proposal has been prepared in
accordance with the requirements found :n Pact [1], Changes in Service Areas, located in
FEHBP Cuarrier Letter 1998-014. Specificaily,

i
1. All provider contracts have hold harmless provisions in them,

2. Al provider contracts are fully executed at the time of this submission. I understand
that letters of intent are not considered contracts for purposes of this certification.

3, All of the information provided in response to Part IIl, Paragraph C (Access to
Providers) is accurate as of the date of this statement.

Signature of Plan Contracting Official ‘

Title

Plan Name

Date
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Part Four - Open Season Material &
Reimbursement of Printing Costs

A. Your FEHB Brochure - As in past years. we expect you 1o typeset and print your
brochures for the FEHB Program. The brochure production schedule and the distribution
deadlines that must be met remain unchanged. Carriers will again bear full responsibility for
the accuracy and timeliness of their FEHB brochures, and will be held accountable for cny
brochure errors.

The Office of Insurance Programs will concentrate our attention on the bepefit proposals,
obtaining agreement with the carriers on those proposals, and perfecting language so that we
clearly communicate the coverage in a manner that is easily understood by our customers.
Carriers will have sole responsibility for preparing the camera ready proof and printing the
brochure.

We will advise you about any revisions to the mandatory language that must appear in al
FEHB brochures (such as the Disputed Claims page, Inspector General Advisory on Fraud
section, etc.}. Additienal information about the brochure production process will be
forthcoming. o

Uniess you make other arrangements with your contract specialist, we expect you to work
from a clean, unformatted electronic copy of your 1998 brochure text. You will make
mandatory brochure language changes to this text as well as your proposed benefit changes
and/or clarifications and transmir it to us by May 31, 1998, -If you do not have a ¢lean
unformatted text file, your contract specialist can supply one, During the benefit negotiation
process, if necessary, we will elecrronically transmit this text back to you with our edits
reflecting whether or not we have accepted your proposals, for your review,

Once the benefit negotiation process is complete, we will glectrontcally transmit 1o you the
agreed-upon brochure text language that is to be printed in your 1999 brochure. This text
cannot be altered. You should begin the process of having the brochure typeset and readied
for printing, but you may not proceed with the actual printing until your 1999 FEHB contract
has been signed by OPM and by an authorized carrier contracting official. A copy of the
agreed-upon brochure text language will be incorporated as Appendix A to the 1999 FEHB
contract between OPM and the carrier, and the entire contract will be senr to you for
signature.

After the 1999 FEHB contract is signed by OPM and by an authorized carrier contracting
official, you are free to proceed with the layout and printing of vour brochures. You may
print the brochure when you are confident that the brochure is correct.  You are also required
to create a Portable Data File (PDF) of your brochure and submit it to OPM for posting on our
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website. You are responsible for assuring that the brochure is accurately typeset and
conforms to the agreements reached on benefits and the instructions for printing the
brochure. You will be held accountable for any errors in the final printed brochure and
PDF file. Afier printing the brochure, please send 25 copies 1o your OPM contract specialist.

Many FEHB plans are affiliated with other FEHB plans, or are mernbers of a group of several
subsidiary plans in the FEHB Program under a larger parent organization. We urge you 1o
discuss your brochure production process with related plans and find ways to coordinate your
efforts, increase efficiency, and eliminate duplication of effort. Newly-approved FEHB plans
producing FEHB brochures for the first time can benefit from the guidance and experience of
related affiliate plans who have produced FEHB bgacizums previously.

If we discover unauthorized material changes to benefits or language in your printed brochure,
you will be required to reprint and redistribute corrected brochures at your expense. In
addition, you will be required to notify all enrollees of the error and of the correct available
benefit, and to absorb the penalties described below. It may be possible to correct some fess
serious ervors through printing and distributing addendum sheets containing corrected brochure
language, rather than reprinting the brochure. Your OPM Contracting Officer will advise you
what corrective action will be required. It is in the best interests of you, your FEHB
members, and the FEHB Program to produce accurate FEHDB brochures. Please fake
appropriate steps during brochure production to assure the accuracy of your brochures.

B. Rates - For 1999, the rates will appear on the hack cover of your brochure. The rates will
be sent 10 you for insertion when rates are released, after Lhe enroliee and Goveroment shares
have been calculated, in early September.

C. Reimbursement of Printing Cests - As in pravious years, we will reimburse
community-rated plans for costs associated with printing the quantity of brochures that we
authorize the plan to print. These charges 1o the FEHB Program will be accounted for as part
of the rate reconciliation process. We will not reimburse the costs of printing open season
marketing materials, or of brochures, addenda, or other informational materials required 1o
correct brochure printing errors.

D. Penalties for Brochure Production Ervers - Carriers that efficiently produce accurate
FEHB brochures will benefit from the additional time and increased freedom our brochore
production process provides them. However, carriers that are unable to produce accurate
brochure proofs will face additional work as printtng deadlines approach, We expect
participating FEHB carniers (0 devote the resources necessary 10 assume responsibility
throughout the brochure production process for the accuracy and content of their brochures.

Penalties will be assesseqd for errors based on the significance of the error, Carriers will also
_ be required to take appropriate corrective action (at carvier expense} to assure that FEHB
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members receive the correct information. Penalties and the cost of corrective action are not
chargeable w the FEHB Program. Possible penalries (in addition to appropriate corrective
action) would be a disallowance of nor less than 3500, but if more, not more than 30 percent
of your brochure printing allowance. When the proposed accountability regulation 1s in place,
penalties for community-rated plans will be consistent with its provisions.

The cost of reprinting and distribution of corrected brochures, addendun sheets, or other
required corrective action will no1 be reimbursed or chargeable to the FEHH contract. 'In
addition, if your plan is experience-rated, failure to efficiently produce accurate FEHB
brochures will be taken into consideration in determining your service charge.

E. Penalties for Late Brochure Disiribution - In the past, we've experienced problems with
carriers failing to ship requested brochure quantities to OPM's delivery point infowa City in a
timely manner and, less frequemly, 1o Federat agencies. Most FEHEB brochures are delivered
on time. However, if you do not ship timely, you may be subject to the pennlties cited in
itemy D above (The penalty will be increased as warranted by the delay.). If your plan is
community-rated, the penaicy will be deducted as a part of the rate reconciliation. If your plan
15 experience-rated, your failare 10 ship timely will be taken into consideration in determining
your service charge, To avoid such actions, please make timely shipping to Iowa City and
Federal agencies a priority when you distribute Plan brochures this Fall, .
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Enclosure for Newerppmved
Health Maintenance Organizations

This enclosure provides newiy-approved Health Maintenance Organizations (HMO) with
additional guidance on benefits and instructions on the submission of benefit and service area
proposals for the upcoming contract term (January | through December 31, 1999). Yo are
expected to propose benefits in accordance with the call letter. It is important that ali pewly-
approved HMOs review this entire enclosure; certain information is required of all plans.

There are five main parts to this enclosure:

Part One - Guidance on Benefits

Part Two - Preparing Your Benefit Proposal

Part Three - Changes in Service Area

Part Four- Open Season Matermls and Reimbursement of Printing Costs
Part Five- Additional Information for Newly-Approved HMOs

You are required to attend z onelay training session on brochure development,
scheduled for May 4, 1998, We will contact you with details shortly.

Some of the materials in this enclosure are directed to carriers currently participating in the
FEHB Program concerning changes from the 1998 contract year, and are included here for
your information only. If you have any questions about your benefits submission, please call
your contract representative,

We will send you any additional forms ardd materials needed 1o prepare your brochure ard
other open season documents in April. These will include:

1. Mandated {i.e.. non-negotiable} language for the 1999 brochure.
2. Printing specifications for the 1999 brochure,

We will send you electronic graphics and the OPM authorization block for the cover of your
1999 brochure with your brochure text file, We will send you your brochure quantities form,
shipping labels, and related open season instructions in August,

Rate instructions will be sent under separate cover, It should be remembered at all times that
FEHB rate submissions are the comnerstone of our financial relationship with HMOs. The
FEHB rates and their supporting documentation are subject to audit to ensure their accuracy
and reasonableness, Misrepresentation of your FEHB Program rates can result in ¢riminal or
civil Jegal actions against the cartier or its officials. We, with the support of the Inspector
General's Office and the Justice Department, intend to aggressively pursue any
misrepresentation with respect to rates,



Part V - Additional Izifsmatim for
Newly-Approved HMOs

Patient Bill of Rights

The cali letter refers to Carrier Letter 1998.008, which was dated March 6, 1998, with 3
subject line entitled "Health Care Counsumer Bill of Rights and Responsibilities.” Since you
would not have received this commuynication, we are incorporating it as part of this enclosure.

Existing Benefit Policies L

Uniess otherwise indicated, policies established in prior years remain in effect. Some of them
are highlighted here as aids to you in preparing your proposal. We will not consider proposed
benefits that are contrary to these policies. You should work closely with your contract
specialist to develop a complete benefit package for 1999,

A. Mental Health and Substance Abuse - We do not accept any annoval dollar limits or
Jifetime maximums on benefits for the weatment of mental illness. This does not apply
to benefits for inpatient treatment of alcoholism and drug abuse. In addition, wé
encourage plans o move away from contractual day ard visit limitations argd high
deductibles for treatment of mental conditions, Plans are encouraged to accomplish
patient access to adequate mental health services through managed care networks of
behavioral health care providers and innovative benefits design.

B. Maternity and Mastectomy Admissions - All plans must provide for maternity
admissicn lengths of stay of at teast 48 hours after a regular delivery and 96 hours after
a caesarian delivery, at the mother's option, Similarly, all plans must provide a
mastectomy patient the option of having the procedure performed on an inpatient basis
and remaining in the hospital for at Jeast 48 hours afier the procedure.

C. Pre-existing Conditions - Plans are not permined to have pre-existing conditions
limitations on any benefit, including cosmetic surgery and demtal benefits,

D.  Point of Service Product - We will consider proposals from carriers to offer a2 Point of
Service product {(providing reimbursement for plan members who elect 10 self-refer for
non-emergency care from non-plan providers, or in the case of a three-tiered plan,
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Waiver of Office Visit Copayments for Prenatal and Postnatal Care - A number of
pians waive these copayments 1o help assure that pregnant members obtain adequate
pre- and post-natal care, and thereby increase the likelihood that their babies will be
born without complications, We encourage other HMOs to do the same.

Coverage for Fertility Drugs - All BMOs are required to cover weatment of
infertitity, but many do not cover related prescription drugs. To better inform FEHH

members, brochure language should clearly indicate whether fentility drugs arce covered
or not covered, in both the infertifity benefir description ard the prescription drug
benefit description.

Immunizations for Children - All FEHB plans must provide coverage for childhood
tmmunizations, including the cost of inoculations or sera.

Transplants - We require plans to provide coverage for that all non-experimental bone
marrow transplants (including non-experimental allogeneic bone marrow transplants,
and autelogous bone marrow transpiams for acute lymphocytic and non-lymphocytic
leukemia, advanced Hodgkin's lymphoma, advanced non-Hodgkin's fymphoma,
advanced neuroblasioma, and testicular, mediastinal, refroperitoneai, and ovarian germ
cell tumors), cornea, heart, liver, and kidney rransplants. In addition, all FEHE plans
must provide coverage for HDC/ABMT for the treatment of breast cancer, multiple
myeloma, and epithelial ovarian cancer. Coverage for these three conditions may be
limited to services received in clinical trials, provided both randomized and
nonrandomized trials are included {the benefit may not be limited to randomized trials).
Otherwise, experimental transplant procedures need not be coversd, but the Plan must
provide necessary follow-up care 1o the experimental procedure. Al HMOs musc
cover related medical and hospital expenses of the donor (when the recipient is covered
by the Plan). If the donor has primary coverage that provides benefits for organ
transplant donors, the Plan will coordinate benefits according to NAIC guidelines, as
with any other benefit.

To the extent permitied by applicable State law, other transplants not mandated by
OPM may be excluded from the FEHB benefits if they are not in the communiry
benefit package we purchase.

Dental and Vision Benefits - We will consider dental or vision care benefits only from
community-rated plans and only when they are an integral part of the community
benefits package we purchase.

Prescription Drugs - All plans musi provide at jeast a minimum level of coverage for

all medically necessary drugs that require 2 prescription for their use, and insulin,
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Dirug benefis deductibles may not exceed 3600 and member coinsurance may not
exceed 50%. Lifetime or annual benefit maximums on prescription drugs are not
permuttad,

Coverage must be provided for disposable needies and syringes 10 administer covered
injectables, TV fluids and medications for home use, growth hormones, and allergy
serum. In addition, benefits must be provided for "off-label” use of covered
medication if prescribed for such use by a Plan doctor.

A drug formulary may be used as long as the plan provides benefits for non-formuiary
drugs when prescribed by a Plan doctor. The formmlary cannoet be used as a means to
exclude benefits for the types of drugs mandated for the FEHB. Blanket exclusions of
broad caregories of drugs such as "non-generics,” "psychotropic drugs,” or
“injectables” are not acceptable.

DHHS-Mandated Benefits - All HMOs must offer certain benefits that are mandated
for qualified plans by the Department of Health and Human Services (DHHS), without
limitation as to time and cost, other than as prescribed in the Public Health Service
Act and DHHS regulations. These required benefits include: :
v Nonexperimental bone marrow, cornea, kidney, and liver transplants (see H.
- above for other FEHB requirements in this area);

¢ Shon-term rehabilitative therapy (physical, speech, and occupational), the
provision of which can be expected to result in significant improvement in the
patiers’s condition within two months;

# Family. planning services, including all necessary nonexperimental infertility
services, to include artificial insemination with either the husband's or donor
spermi. The cost of donor sperm need not be covered, Other costs of
conception by amificial means or assisted reproductive technology (such as in
vitro fernlization or embryo transplants) may be excluded to the extent
permitied by applicable State law,

7 RHome health services;

« Inhospital administration of blood and blood products {including "blood
processing”™);

v Surgical treatment of morbid obesity, when medically necessary;
7/ Implants - the procedure must be covered, although the cost of the device

may be excluded;
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Federally-qualified community-rated plans offer these benefits at-no additional cost,
i.e., within the community rate, Plans that are not Federally-qualified should reflect
the cost of any non-community benefits on Antachmemn: 2 of their rate calculation (if
there ts no additional cost, the cost entry should be zera).

Service Area and Additional Geographic Areas - Federal employees and annuitants
whe live within the service area we approve are eligible o enrell in your plan. If you
enroll commercial, non-Federal members from an additional geographic area that’
surrounds, or is adjacent 1o, your service area you may propose (o enroll Federal
employees and annuitants who live in this area. In addition, if the State where you
have legal authority to operate permits you to enroll members who wotk but do not
reside within your commercial service area, and/or any additional geographic area, you
may propose the same enroiiment policy for your FEHB Program enrollees. We will
provide model language for stating your policy in your brochure.

Since benefits may be resiricted for nonemergency care received outside the service

area where plan providers are generally located, your proposal must include language
to clearly describe this additional geographic area as well as your service area,
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