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F EHBP Letter . U.S. Office of Personnel Managemant
. - HAce of insurance Programs
All Fee-for-Service Carriers

FEHBP Lettar No. 87-7 : Data: March 31, 1997
Prepaid{ | Fee for Service [7)

Subject: Annual Call Letter for the 1998 Contract Year

This 18 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 lener states
our goals and procedures for the upcoming nepotiations.

Under 5 CFR 890.203(b), requests for the contract tern beginning January 1, 1998, wzi%
considered through May 31, 1997,

To assure a timely Open Season, we will begin negotiations upon receipt of requests for
benefit and rate changes. Specific insguctions concerning information required to support
requests for rate changes will follow shortly. We will operate under a schedule thar will
ensure completion of all negotiations (benefits and rates) by August 15, 1997,

Public Law 104-204, the Veterans Affairs - Housing and Urban i}cvclopmenz Approprlazzem
Act for Fiscal Year 1997, imposes 2 number of changes on all health insurance carriers. The
guidance below on new benefit coverages includes the effect of this legisiation on the FEHB
Program.

A. Fee-for-Service Plans

We are committed to providing Federal employeses, revirees and their families with high
quality, comprehensive and affordable health care. Carriers are encouraged to expand and
swrengihen their existing PPO arrangements and the services provided under such
arrangements. We also expect carriers to put in place procedures to capure discounts from
bills presented, where it is cost effective to do so. Likewise, we expect carriers o continue
to encourage competition among subeontraciors 10 reduce administrative costs.

As in past years, we will not accept proposals for second options, A proposal for a Point of
Service product, discussed under "Common Coverage Issues,” will be considered within an
existing option only and may not be rated separately.
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B. Prepaid Plans

- We will accept camier-initiated benefit changes only to the degree that they reflect changes in

the carrier’s community package that we purchase. All prepaid plans must meet our

minimun benefnt requirements provided in the enclosures.

Proposals for service area expansions and/or new rating areas for 1998 must be summarized
in your cover letter. We will not consider any new rating areas or service area expansions
not proposed in your May 31 submission. Proposals for additional rating areas must also be
presented in your rate submission. ‘

€. Common Coverage Issues

&

Mental Hesalth and Subsiance Abuse Benefits. Title VII of Public Law 104-204,
the "Mental Heaith Parity Act of 1996," provides that health plans, including FEHB
plans, may not impose annual or lifetime dollar limits on menial health benefits that
are less generous than similar limits for other benefits. This change in the law signals
an interest in adequate health care coverage for mental ifiness as a maner of public

© policy. We encourage all carriers to find ways to take significant steps toward

fmproving access to appropriaie bealth care for those suffering from mental iliness.

In 1996, we required the elimination of lifetime doliar limits on mental health
benefis. Beginning with the 1998 contract year, all plans must eliminate any annual
dollar limits on benefits for the treatment of mental iliness, In addition, while not
required by law, we would like 0 see movement away from contractual day and visit
fimirations and high deductibles to improve access to appropriately managed care.

Although plans will be required to remaove dollar limits, and we would hope day and
visit limitations and high deductibles as well, we do not expect that plans will provide
unlimited mental health bepefits, Indeed, we expect that through judicious utilization
management, plans can provide a higher level of care at no increase in cost.
Accordingly, we will expect these benefit adjustments to be cost neutral across all
plan benefits, at no additional preminm cost to the Program, Consideration should be
given to accomplishing this goal through the development of preferred provider
organizations of behavioral health care providers and innovative benpefits design. The
Mental Heaith Panity Act of 1996 does not apply to benefits for the weatmment of
alkcoholism or substance abuse.

Maternity Length of Stay. Beginning with the 1998 contract year, and in
aocordance with Title VI of Public Law 104-204, the "Newborns’ and Mothers’
Health Protection Act of 1996, the mother must have the option of remaining in the
hospital for at least 48 hours sfier a regular delivery and 96 hours after a caesarean
delivery. In additon, FEHB plans are expected 10 provide benefits for maternity
adrmissions for as long beyond the 48 or 96 hours as the inpatient stay is medically
necessary.
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Mastectomy admission and length of stay. Similarly, we want to prevent women
who must unergo mastectomies from being required by their health plans to have this
surgery on an ocutpatient basis or to leave the hospital prematarely. Beginning with
the 1998 contract year, all FEHB plans must provide a mastectomy patient with the
option of having the procedure performed on an inpatient basis and remaining in the
hospital for at least 48 hours after the procedure, :

Mammography Screening. Consistent with the President’s announcemest, the
FEHRBP will follow the recommendations of the National Cancer Advisory Board on
mammography screening. Upon release of the specific recommendations, we will
communicate them to you by separate letter,

Pre-existing conditions. Most plans in the FEHB Program do not have any pre-
existing condition fimits in their benefit structures. A few plans have specific
Limitations that apply only to cosmetic surgery or dental benefits, Public Law 104-
191, “the Hezith Insurance Portability and Accountability Act of 1996,” amends the
Public Health Service Act to limit waiting pericds for coverage of pre-existing
conditiops. Therefore, beginning with the 1998 contract year, if your plan contains
any pre-gxisting condition limitations, plsase submit 2 benefits proposal that
elimipates them.

To the extent the FEHBP expericnce-rated carrier’s actuarial projections demonstrate an
increase in cost that would justify additional premium, we will entertain rate proposals
related to any of the following: matemity length of stay, mastectony admission and length of
stay, and pre-existing conditions, as described above. To the extent that these benefits are
not included in the Prepaid Plan’s community package, we will entertain proposals for
acuarially demonsirated loadings.

&

Point of Service (POSY Products. Plans may again consider proposing a Point of
Service (POS) product as an alternative choice within an existing option, We believe
this ts an effective way to encourage people o try managed care with the
understanding that they can still exercise the choice 1o go outside the network for
specific services if they decide to do so. Therefore, we will entertain proposals from
both fee-for-service plans and prepaid plans for a POS product.

Fee-for-service plans may offer a POS producy, and it may be offered on a pilot basis
within a limited geographic area. Plans that offered a POS product on a pilos basis
beginning in 1997 may propose an expansion of that product into additional
geographic arcas. Although plans may propose a POS product that requires a positive
enroliee slection, a rate differential will not be permitted for those ¢lecting the POS
product.

Plans’ POS offerings should specify petwork ammangements, mcluding gatekeeper
provisions, and benefit differentials for in- and out-of-petwork services. In-network
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POS benefits may be more comprehensive than the standard benefit package, except
for dental and vision care. Favorable consideration will be based on factors such as
demonstrated experience with POS products by the sponsoring organization or
network manager; presentation of an administrative/operational plan that addresses
issues such as enrolice and provider education, the intesrelationship between the POS
product and the ongoing fee-for-service product; and presentation of a plan for
evaluating pitot projects and expanding the POS product if i is successful. POS
savings must accrue to the FEHB Program, -

We will consider proposals from prepzid plans to offer & POS product only if the plan
can demonstrate experience with a private sector employer who has purchased the
product. As in past years, we will not accept proposals for second options. A POS
product will be considered within an existing option only and may not be rated
separately.

L

Beginning with the 1998 contract year, you will be required to provide certificates o
individuals detailing prior coverage as required by the Health Insurance Portability and
Accountability Act of 1996. As soon as the Department of Health and Human Services
regulations are issued we will give you more information about this requirement.

In the past year, we have moved away from using the mail o communicate with plans to the
extent feasible. We transmitted many All Carrier Letters by facsimile only and provided
access t the FEHB Guide and plan brochures on the Imernet. ' We wish to continue in this
dircction. Therefore, this year you will need to have internet capability prior to the
beginning of the preparation of your brochure for this year’s Open Ssason. This capability
must include E-mail addresses for key personnel with whom we communicate regulariy.

<  Requests for benefit changes and clarifications must be in writing and signed by an
authorized contracting official of your Plan.

7 Proposed benefit changes must be precisely described and supported by actuarial
justification.

7/ Benefit changes and clarifications must be submitted in a specific format. This
format is mandatery. Specific instructions for submitting your proposed changes
and clarifications are included in (he enclosures.



FEHBP Letter 977 ) 3

v Proposed brochure language must be submitted with your request for benefit changes
and clarifications. Instructions for submitting your proposed brochure language are
included in the enclosure. You must include {anguage for a “How Benefits Change in
1998" page, as well as language describing how the proposal affects benefits,
exclusions, limitations, definitions and procedures, Your proposed language should
be clear and in plain English and explain how the change will affect the customer
from the customer’s point of view,

Additiona) benefit proposal instructions appear in the enclosure.

Please note that we have emporarily relocated.  Send your proposals to:

(Overnight delivery) {Regular mail}

U.S. Office of Personnel Management U.S. Office of Personnel Management
Office of Insurarce Programs Office of Insurance Programs

1900 E Street, NW., Room 4416 P.O. Box 707

Washington, DC 20415 Washington, DC 20044

Evalustion of Proposed Benefit Change

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

Brochures

Yoo will continue to have the responsibility for producing the actual brochures from agreed-
upon text provided to you on disk after the conclusion of benefits negotiations. Details of
the process to be used in creating that disk are under consideration. We will give you more
information about the process very soon,

We remain comminted to the Government's policy of encouraging small, small-
disadvantaged, and women-owned small business subcontracting in the performance of
Federal agency contracts. Therefore, it is important for both OPM and FEHB Program
carmiers o continue to look for additional ways to expand relevant subcongracting
opportunities.

Last year, we implemented a pilot project with the seven FEHB Program carmiers that
represent the greatest portion of total Program enrollment. The outcome of the project will
determine the best way to integrate the small, small disadvantaged, and women-owned small
business programs into the FEHB Program. For all other carriers, we want to emphasize
your responsibility to look for ways to expand small, small disadvantaged, and women-
owned small business subcontracting opportunities in accordance with FAR clause 52.219-8,
*Utilization of Small, Small-Disadvantaged and Women-Owned Small Business Concerns.”



FEHBP Letter 97-7 &

Employing Wellare Recipients

Last sununer, the President signed welfare reform legislation that imposed time limits,
required work, and extended child and health care to enable people to move from welfare o
work., Al the same time, he called upon business to employ former welfare recipients in-
appropriate roles. This month, the President issued a complementary directive o Federal
agencics to take steps to employ former welfare recipients. In order to further this objective,
we expect that FEHB carriers will look for, and use, appropriate opportunities to support this
initiative, Though no specific reporting mechanism is contemplated, FEHB carriers can
reasonably be expected 1o outine steps they have taken and results achieved in this area.

Any information included in your proposal will be subject to public disclosure after
negotiations with all carriers are completed and new contracts are announced. Please identify
each item in your proposal that you believe is exempt from disclosurs under the Fresdom of
Information Act. Also, specify which exemption you believe applies 1o that item and gzve
full justification for your belief that the exemption applies.

We will decide on distlosure when a request for information is made. We will base our
decision oo the justification for nondisciosure you submitted with your letwer,  If we intend (o
release any information that you belicve is exempt from {i}sciom we will inform you
before it is disclosed.

We will send 1998 FEHB contracts 1o each FEHB carrier in time for the contract 1o be fully
executed prior to the beginning of the contract year. Additional information and
requirements will be sent 10 you shonly. All 1998 contracts are expected to be signed before
the 1998 contract year begins. Your assistance in this effort will be appreciated.

Lucretia F. Myers
Assistant Director
for Insurance Programis

Enclosures



Enclosure for Fee-for-Service Pi;ms‘

This enclosure provides Fee-for-Service plans with additional guidance on benefit changes
and instructions on the submission of benefit proposals for the contract term January |
through December 31, 1998. You are expected to propose benefit changes in accordance
with the "Guidance on Berefits® found in the call letter. It is important that sll Fee-for-
Service plans review this entire enclosure,

There are three main parts to this enclosure:

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

Complete and return the enclosed Certificate of Program Imegrity - Modification with your
May 31 submission.

If you have any questions about your benefits submission, please call your contract
representative,

Any additional forms and materials needed to prepare your brochure and other open season
documents will be sent to you by mid-April. These will include:

I. Revisions to mandated (i.e., non-negotiable) language and required changes for
the 1998 brochure.

2. Printing specifications for the 1998 brochure and for the 1998 Rate Sheet.
Graphics and OPM authorization block for the cover of your 1998 brochure will be sent (o

you in June. Your brochure quantities form, shipping labels, and related open season
instructions will be sent to you in August.



‘Part One - Guidance on Benefit Changes

In keeping with the spirit of the call Jetter, carrier-initiated benefit improvements wiil be
accepted only {o the degree that they are cost neutral. Savings from managed care initiatives
must accrue to the FEHB Program. When you prepare your benefit proposal, review the
effect of the proposed changes on language throughout the brochure, such az on the Cost
Sharing and Catastrophic Protection and Lifetime Maximums sections of the brochure. We
prefer that benefii enhancements for the next contract term be limited to those described in
the call letter. With this i mind, we offer the following guidance for the 199§ contract
term:

A.  Mental Health and Substance Abuse Benefits. As indicated in the call letter,
beginning in 1998, all plans must eliminate any annual dollar limits they have on
benefits for the meatment of mental illness, This does not apply to benefits for
ipatient treatment of alcoholism and drug abuse. In addition, we encourage plans to
move away from contractual day and visit limitations and high deductibles for
treatment of mental conditions. Al mental health benefit adjustments, howaver, must
be cost neutral across all plan benefits. Plans are encouraged 1o accomplish this
through the development of preferred provider organizations of behavioral health care
providers and innovative benefits design, ;

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

C. Mammograpby Screening. Consistent with the President’s announcemans, the
FEHBP will follow the recommendarions of the National Cancer Advisory Board on
mammography screening. Upon release of the specific recommendations, we will
communicate them to you by separaie letter,

DL Pre-existing Conditions. Beginning i 1998, plans will not be permited to have pre-
existing conditions limitations on any benefit, including cosmetic surgery and dental
benefits.

E. Immunizations for Children. All plans must provide coverage for childhood
immunizations not subject to deductibles or coinsurance., This includes the cost of
sera or inoculations. Benefits for associated office visits, diagnostic tests, ete., may
be subject to applicable deductibles and/or cotnsurance.
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Prescription drugs, All plans must provide at least a minimum level of coverage for
all medically necessary prescription drugs that by Federal law require a prescription
for their use, and insulin, when the drug (or insulin) is prescribed within accepted
standards of medical care. Drug benefit deductibles cannot exceed $600, member
coinsurance cannot exceed S0%, and neither annual nor fifetime maximums are
permitied on prescription drug benefits. Blanket exclusions of broad categories of
drugs such as “non-generics,” "psychotropic drugs.” or “injectables™ are not 5.
acgepiabie.

HDC/ABMT for Certain Cancers., All non-experimental atlogeneic and autologous
bone marrow transplants {ncluding autologous bone marrow transplants for acute
lymphocytic or non-lymphocytic leukemia, advanced Hodgkin's lymphoma, advanced
non-Hodgkin's lymphoma, advanced neuroblastoms, and testicular, mediastinal,
retroperitoneal, and ovarian germ ceil twmors) mugt be covered. In addition, all plans
must provide coverage for HDC/ABMT for breast cancer, multiple myeloma, and
ovarian epithelial cefl umors. Coverage for these three conditions may be limited 10
services received in clinical trials, provided both randomized and nonrandomized
trials are included (the benefit may not be limited to randomized (rials).

Dental Care, Consistent with our policy in recent years, we will not accept ncreases
in dental benefits,

Managed Care Initiatives. Fee-for-Service plans are encouraged 1o expand their
existing Preferred Provider Organization (PPO)-arrangements to increase both the
availability of PPO providers and the services provided urnder such arrangements,
Managed care savings must aecrue to the FEHEB Program.,

We also expect carriers 1o have in place procedures o capture discounts from bills
presented, and/or contract with vendors to do so, where cost-effective.

Flexible Services Option. We continue (o encourage carriers to utilize their authority
under the *Flexible Services Option,” to wdentify and offer medically appropriate, cost
effective alternatives to traditional care as the most effective way o provide services
to its enrollees and their covered family members, whenever appropriate (that is, not
axclusively for "large case management"}, when the provision of services not
otherwise covered by the carrier’s existing benefit structure {such ag medical foods
and nutrition therapies in the treatment of AIDS and other diseases) is medically
appropriate, cost effective, and in the best interests of the patieni. The decision w
offer an alternative benefit, however, rests solely with the carrier and is not subiect to
OPM review under the disputed claims process.
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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

Plan 1o prepare and submit a compiets proposal in accordance with these instructions by
May 31, 1997,

Your actual benefit proposal will consist of several parts: +
- Narrative description of each proposed change {in worksheet format);

- Narrative description of each proposed clarification {(in worksheet format); and,

- Proposed 1998 brochure language.

We are seeking stability in FEHB Program benefit packages and are not encouraging benefit
changes beyond those noted in the call letter, If you foresee unusual or extensive changes,
pleace discuss them with your OPM contract representative before you prepare your
submission,

FEHBmepasal Instructions ' '

You musi inciude a narrative description of each proposed benefit change and clarification in
your proposal.  Amnswer the following questions in worksheet format for each proposed
bepefit change or clarification. If a particular question does not apply, please so
indicate. Use a separate page for ¢ach change or clarification you propose. Incorrectly
formatted submissions will be returned o you for correction. 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 fanguage for
the "How the Plan Changes” section must be writien from the enrclless’ perspective
and make clear to enrollees how the change will affect them. Be sure to show the
complete range of the change, For example, if you are proposing w eliminate an
inpatient deductible, indicate wheather the changﬁ will alsa appiy to hﬂspltahza{wns
undf:r menta] he.aith bezwfifs as weli a1 e tha > Shang

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

3. State the actuarial value of the change, and whether the change represents an
increase or decrease in (a) the existing benefif, and (b) your overall benefit package.
If an increase, describe whether any other benefit is offset by your proposal. Include

I {1



the cost impact of this change as a biweekly amount for the Self Only and Self and
Family rate. 1f 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, respectively.

Benefit Clarifications

1. Show the current and proposed language for che benefit you propose to f;iarlfy
rcference all portions of the hme?zzzze affecwé by the clarification. Prepare a separate

2. Describe the rationale and need for (he 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 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 leve] 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.

H Q)



Part Three - Open Season Material &
Reimbursement of Printing Costs

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

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

We wiil advise plans about any revisions o the mandatory language that must appear in ail
FEHB brochures (such as the Disputed Claims page, Inspector General Advisory on Fraud
section, £ic.}. Additional information about the brochure production process will be
forthcoming. ‘ R
Once the benefit negotiation process is complete, we will provide you with & disk containing
the agreed-upon brochure ext language that is to be printed in your 1998 brochure, along
with two paper copies of the information. The paper copies will be accompanied by a cover
sheet (2 copies) that indicates that the attached document is the Appendix A to the contract
berween OPM and the carrier and reflects the agreed-upon brochure text that is to be the
language used in the brochure. The Appendix A will be signed by OPM and by an |
authorized contracting official for your plan, and will be inserted in your 1998 contract as
the contractual statement of benefits and related conditions for your plan for 1998,

After the Appendix A s signed, you are free to proceed with the layout and printing of your

brochures. You may print the brochure when you are confident that the brochyre is correct.

You are responsible for assuring that the brochure is accurately typeset and conforms to

the agreements reached on benefits and the instructions for prioting the brochure. You

will be held accountable for any errors in the final privted brochure. Afier printing the
brochure, please send 25 copies to your OPM contract representative.

If we discover unauthorized material changes to benefits or language in your printed
brochure, you will be required o reprint and redistribute corrected brochures at your
expense. In addition, you will be required o 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 iess 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 to preduce accurate FEHB
brochures. Please take appropriate steps during brochure production to assure the
accuracy of your hrochures.
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B. Rates - We will provide you with a rate sheet similar 10 the one we provided last year,
You will need to insert copies in the brochures you send to your members and to all
distribution points, including the annuitant shipping point in Towa. The rate sheet will be
available when rates are released, after the enrollee and Government shares have been
calenlated, in early September. Paper specifications will be forwarded with the printing
specifications for your brochure.

t.
C. Reimbursement of Printing Costs - As in previous vears, we will reimburse you for
costs associated with printing the quantity of brochures that we authorize the plan o print,
We will not reimburse the costs of printing other open season materials such as preferred
provider lists or pamphiets, or of brochures, addenda, or other informational materials
required to correct brochure printing errors.

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

+
Penalties will be assessed for errors based on the significance of the error. Plans will also be
required to take appropriate corrective action (at plan expense) to assure that FEHB members
receive the correct information, Penalties 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 $500, but if more, not more than 50 percent
of yvour brochure printing allowante.

The cost of reprinting and redistribution of corrected brochures, addendum sheets, or other
corrective action will not be reimbursed or chargeable to the FEHB contract. in addition,
failure w efficiently produce accurate FEHB brochures will be taken into consideration in
determining your service charge.

E. Penalties for Late Brocbure Distribution - In the past, we've experienced problems
with plans failing to ship requested brochure quantities o OPM’s delivery point in lowa City
in a timely manner and, less frequertly, to Federal agencies. Most FEHB brochures are
delivered on time. However, if your plan does not ship timely, you may be subject to the
penaities in Item D above against your brochure printing sllowance (The penalty will be
increased as warranted by the delay.}. In addition, your failure to ship timely will be taken
into consideration in determining your service charge. To avoid such actions, please make
timely shipping to lowa City and Federal agencies a priority when you dismribute Plan
brochures this Fall. ,

2}



Pian

Carrier
{Enter only if carrier is different from Fiani

Enroliment Codeis)

CERTIFICATE OF PROCUBEMENT INTESHITY
MODIFICATION {Nov 1880}

{1 1, fNeme of cantitier] am the officer or employee
responsible for the preparation of this modification proposal and hereby certify that, to the
best ¢f my knowledge and belief, with the exception of any information described in this
certification, | have no information concerning & violation or possible violation of subsection
27{a}, ibl, id}, or {f} of the Office of Federe! Procurement Policy Act, as amendsd {41 U.8.C.
4231, thereinatter referred to as "the Act™}, as implemeanted in the FAR, occurring during the
conduet of this procurement 8

feontrect nurpher angd vear!

{2} As required by subsection 27{eH{1HB] of the Act, { further certify that, to the best
of my knowledge and belis!, each officer, emploves, agent, representative, end consultent of
IName of Ufferor, i.e., Plen] who has participated personally
and substantially in the preparation or submission of this proposel hag certitied thet he or she
is familiar with, and wiill comgply with, the raquirements of subsection 27{s} of the Act, as
implementad in the FAR, and will report immedistely 10 me any information concarning a
violation or possible violsetion of subsections 27{g}, {bl, {d}, or {f} of ths Act, &5 implemented
in the FAR, partaining 16 this progcuremesnt, .

{3} Violations or possiblg violations: {Continue on plain bond paper if necessery and
{fabel Certificate of Procurement integrity-Modification {Continuation Sheet), Enter "NONE*® if
none exists]

{Signature of the officer or employee responsible for the afferor/Fisn] Hinie}

{Typed name of the responzible officer or grmpiloyee]

THIS CERTIFICATION CONCERNS A MATTER WITHIN THE JURISDICTION OF AN AGENCY
OF THE UNITED STATES AND THE MAKING OF A FALSE, FICTITIOUS, OR FRAUDULENT
CERTIFICATION MAY RENDER THE MAKER SUBJECT TO PROSECUTION UNDER TITLE 18,
UNITED STATES CODE, SECTION 1001,



FEHBP Letter , U.S. Gffice of Personnel Managemem
. . Office of Insutance Programs
All Prepaid Carriers

FEHEP Letter No. 97-9 Q Date: March 31, 1997
Prapaidl9) Fee for Service[ } )

Subject: Ancual Call Letter for the 1998 Contraci Year

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 leger states
our goals and procedures for the uproming negotiations.

Under 5 CFR 890.203(b), requests for the contract term beginning Januvary 1, 1998, will be
considered through May 31, 1997, '

To assure a timely Open Season, we will begin negotiations upon receipt of requests for
benefit and rate changes. Specific instructions concerning information required 1o suppon
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 15, 1997,

‘ngmgm

Public Law 104-204; the Veterans Affairs - Housing and Urban i)evelopmem Appropriations
Act for Fiscal Year 1997, imposes 2 number of changes on all health insurance carriers. The
guidance below on new benefit coverages includes the effect of this legisiation on the FEHB
Program.

A, Feefor-Service Plans

We are commitied to providing Federa! employees, retirees and their families with high
quality, comprehensive and affordable health care. Carriers are encouraged w expand and
strengthen their existing PPO arrangements and the services provided under such
arrangements. We also expect carriers to put in place procedures to capture discounts from
hills presented, where it is cost effective to do so. Likewise, we expect carriers 10 continue
to encourage competition among subcontractors to reduce administrative costs,

As in past years, we will not accept proposals for second options. A proposal for a Point of
Service product, discussed under "Common Coverage Issues,” will be considered within an
existing option only and may not be raed separately.
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B. Prepaid Plans

We will accept carrier-initiated beneflz changes only 1o the degree that they reflect changes in
the carrier’s community package that we purchase. All prepaid plans must meet our
minimum benefit requirements provided in the enclosures,

Proposals for service area expansions and/or new rating areas for 1998 imnust be summarized
in your cover letter. We will not consider any new rating areas or service area expansions
not proposed in your May 31 submission. Proposals for additional rating arcas must also be
presented in your rate submission.

C. Caommon Coverage Issues

»

Mental Health and Substance Abuse Benefits, Title VII of Public Law 104-204,
the "Mental Health Parity Act of 1996," provides chat health plans, including FEHB
pians, may not impose annual or lifetime dollar Hmits on mental health benefits that
are less generous than similar limits for other benefits. This change in the law signals
an interest in adequate health care coverage for mental illness as a matier of public
policy. We encourage all carriers to find ways to take significam steps toward
improving access to appropriaie health care for those suffering from mental illness.

En 1996, we required the elimination of lifetime doliar limits on mental bealth
benefits. Beginning with the 1998 contract year, all plans must eloninale any anpual
dollar limits on bepefits for the treatment of menial iliness. In addition, while not
required by law, we would like {o see movemernt away from contractual day and visit
limitations and high deductibles to improve acoess 1o sppropriately managed care,

Although plans will be required to remove dollar limits, and we would hope day and
visit limitations and high deductibles as well, we do not expect that plans will provide
uniimited mental health benefits. Indeed, we expect that through judicious wtilization
management, plans can provide a higher level of care at no increase in cost.
Accordingly, we will expect these benefit adjustments to be cost neutral across all
plan benefits, at no additional premium ¢ost to the Program, Consideration should be
given to accomplishing this goal through the development of preferred provider
organizations of behavioral health care providers aod innovative benefits design. The
Mental Health Parity Act of 1996 does not spply to benefits for the treatment of
alcoholism or substance abuse.

Maternity Length of Stay. Beginning with the 1998 contract year, and in
accordance with Title VI of Public Law 104-204, the "Newborns® and Mothers’
Health Protection Act of 1996, the mother must have the option of remaining io the
hospital for at keast 48 hours after a regular delivery and 96 hours after a cacsarsan
delivery. In addition, FEHB plans are expected to provide benefits for maternity
admissions for as long beyond the 48 or 96 hours as the inpatient stay is medically
NECESSary.
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Mastectomy admission and length of stay. Similarly, we wani o prevent women
who must undergo masiectomies from being required by their health plans to have this
surgery on an outpatient basis or to leave the hospital prematurely, Beginning with
the 1998 coniract year, all FEHB plans must provide a mastectomy patient with the
option of having the procedure performed on an inpatient basis and remaining in the
hospital for at Ieast 48 hours after the procedurs.

Mammography Screening, Consistent with the President’s announcement, the
FEHBP will follow the recommendations of the National Cancer Advisory Board on
mammography screening. Upon release of the specific recommendations, we will
comimunicats them o you by separate letter,

Pre-existing conditions. Most plans in the FEHB Program do not have any pre-
existing condition Iimits in their benefit structures. A few plans have specific
limitations that apply only to cosmetic surgery or dental benefits. Public Law 104~
181, "the Health Insurance Portability and Accountabitity Act of 1996, amends the
Public Health Service Act to limit waiting periods for coverage of pre-existing
conditions, Therefore, beginning with the 1998 contract year, if your plan contains
any pre-existing condition lirnitations, please submit a benefits proposal that
eliminates them.

To the extent the FEHBP experience-rated carrier’s actuarial projections demonstrate an
increase in cost that would justify additional premium, we will entertain rate proposals
related to any of the following: maternity length of stay, mastectomy admission and length of
stay, and pre-existing conditions, as described above, To the extent that these benefits are
not included in the Prepaid Plan's community package, we will entertain proposals for
actuarially demonstrated loadings.

Point of Service Product. Plans may again consider proposing 2 Point of Service
{POS) product as an alternative choice within an existing option, We believe this is
an effective way 0 encourage people to try managed care with the understanding that
they can still exercise the choice to go outside the nerwork for specific services if they
decide to do 80. Therefore, we will entertain proposals from both fee-for-service
plans and prepaid plans for a POS product.

Fee-for-service plans may offer & POS product, and it may be offered on 2 pilot basis
within 2 limited geographic area. Plans that offered a POS product on a pilot basis
beginning in 1997 may propose an expansion of that product into additional
geographic areas.  Although plans may propose a POS product that requires a positive
enroliee election, a rate differential will not be permitted for those electing the POS
product.

Plans’ POS offerings should specify network arrangements, including gatekeeper
provisions, and benefit differentials for in- and out-of-metwork services. In-network
POS berefits may be more comprehensive than the standard benefit package, except
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for dental and vision care. Favorable consideration will be based on factors such a5
demonsirated experience with POS products by the sponsoring organization or
network manager; presentation of an administrative/operational plan that addresses
issues such as enrollee and provider education, the interrelationship between the POS
product and the ongoing fee-for-service product; and presentation of a plan for
evaluating pilot projects and expanding the POS product if it is successful, POS:
savings must accrue 1o the FEHB Program.

We will consider proposals from prepaid plansiio offer a POS product only if the plan
can demonstrate experience with a private sector employer who has purchased the
product. As in past years, we will not accept proposals for second options. A POS
product will be considered within an existing option only and may not be rated
separately.

Prior Coverage Certificates

Beginning with the 1998 contract year, you will be required to provide centificates 1o
individuals detziling prior coverage as required by the Health Insurance Portability and
Accountability Act of 1996, As soon as the Department of Health and Humarn Services'
regulations are issued we will give you more information about this requirement.

In the past year, we have moved away from using the mail to communicaie with plans o the
extens feasible, We mansmitted many All Carrier Lettiers by facsimile only and provided
access to the FEHB Guide and plan brochures on the Internet. We wish 1o continue in this
direction, Therefore, this year you will need to have internet capability prior to the
beginning of the preparation of your brochure for this year’s Open Season. This capability
must include E-mail addresses for key personnel with whom we communicate regularly.

#  Requests for benefit changes and clarifications must be in writing and signed by an
authorized conmacting official of your Plan.

¥  Proposed benefit changes must be precisely described and supported by actuarial
justification.

v  Benefit changes and clarifications must be submitied in a specific format. This
format is mandatory. Specific instructions for submitting your proposed changes
and clarifications are included in the enclosures.
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#  Proposed brochure language must be submined with your request for benefit changes
and clanfications. Instructions for submitting your proposed brochure language are
included in the enclosure. You must include language for 2 "How Benefits Change in
1598" page, as well a3 language describing how the proposal affects benefits,
exclusions, limitations, definitions and procedures. Your proposed language shou'd
be clear and in plain English and explain how the change will affect the cusmmer
from the customer’s point of view,

Addinonal benefit proposal instructions appear in the enclosure,

Please pote that we have temporarily relocated. Send your proposals to:

(Qvernight delivery) (Regular mail)
U.S. Office of Persormel Management 1.8, Office of Personnel Management
Office of Insurance Programs Office of Insurance Programs
1900 E Street, NW., Room 4416 P.O. Box 707
Washington, DC 20415 Washington, DC 20044
ion of nefit Ch

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

hures

You will cominue to have the responsibility for producing the actual brochures from agreed-
upon text provided to you on disk after the conclusion of benefits negotiations. Details of
the process to be used in creating that disk are under consideration. We will give you more
information about the process very soon.

We remain committed to the Government’s policy of encouraging small, small-
disadvantaged, and women-owned small business subcontracting in the performance of
Federal agency contracts. Therefore, it is important for both OPM and FEHB Program
carriers {o contimie to look for additional ways to expand relevant subcontracting

opportunities.

Last year, we implemanted 2 pilot project with the seven FEHB Program carriers that
represent the greatest portion of total Program enrollment. The outcome of the project will
determine the best way to imtegrate the small, small disadvantaged, and women-owned small
business programs into the FEHB Program. For all other carriers, we want to emphasize
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your responsibility to look for ways to expand small, small disadvantaged, and women-
owned small business subcontracting opportunities in accordance with FAR clause 52.219-8,
“Utilization of Small, Small-Disadvantaged and Women-Owned Small Business Concerns,

Last summer, the President signed welfare reform legislation that iroposed time limits,
required work, and extended child and health eare o enable people to move from welfare to
work. At the same time, he called upon business to employ former welfare recipients in
appropriate roles. This month, the President issued a complementary directive (0 Federal
agencies to take steps 1o enploy former welfare recipients. In order to further this objective,
we expect that FEHB carriers will look for, and use, appropriate opportunities (o support this
initiative. Though no specific reporting mechanism is contemplated, FEHB carriers can
reasonably be expected 10 outline steps they have taken and results achieved in this area.

Any information included in your proposal will be subject to public disclosure after '
negotiations with ail 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 believe applies to that item and give
full justification for your belief that the exemption appties.

We will decide on disclosure when a request for information is made. We will base our
decision on the justification for nondisclosure you submitied with your letter. If we intend to
release any information that you believe is exempt from disclosure, we will inform you
before it is disclosed.

We will send 1998 FEHR contracts to each FEHB carrier in time for the contract to be fully
executed prior (o the beginning of the contract year. Additional information and
requirements will be sent (o vou sbortly,  All 1998 contracis are expected to be signed before
the 1998 contract year begins. Your assistance in this effort will be appreciated.

Enclosures



Enclosure for Prepaid Plans

This enclosure provides prepaid plans with additional guidance on benefit changes and
instructions on the submission of benefit and service area proposals for the upcoming
contract ierm {Jangary 1 through December 31, 1998). You are expected 1o propose bcnef‘i
changes in accordance with the "Guidance on Benefits™ found in the call letier, 1t is '

important that all prepaid plans review this entire enclosure; certain information is
required of ali plans,

There are four main parts to this enclosura:

Part One - Guidance on Benefit Changes

Part Two - Preparing Your Benefit Proposal

Part Three ~ Changes in Service Area

Part Four- Open Season Materials and Reimbursement of Printing Costs

Complete and return the enclosed Certificate of Program Integrity - Modification with vour
May 31 submission.

’ L4
If you have any questions about your benefits submission, please call your contract
representative.

Any additional forms and materials needed to prepare your brochure and other open season
documents will be sent 1o you by mid-April, These will include:

1. Revisions to mandated (i.¢., non-negotiable) language and required changes for
the 1998 brochure.

2. Printing specifications for the 1998 brochure and for the 1998 Rawe Sheet.

Graphics and OPM authorization block for the cover of your 1998 brochure will be sent 1o
you in June. Your brochure quantities form, shipping labels, and related open season
instructions will be sent to you in August,

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

L]



Part One - Guidance on Benefit Changes

In keeping with the spirit of the call letter, carrier-initiated benefil improvements will be
accepted when they are part of the community package. However, we do prefer that benefiis
remain stable. With this in mind, we offer the following guidance for the 1998 contract

erm

A.

.

Mental Health and Substance Abuse - As indicated in the call Jetier, beginning in
1998, all plans must eliminate any annual dollar limits they have on benefits for the
treatment of mental iliness. This does not apply to benefits for inpatient reatment of
aleoholism and drug abuse. Lifetime benefit maximums for treatment of mental
conditions have not beeo permitted.  In addition, we encourage plans to move away
from contractual day and visit limitations and high deductibles for treatment of mental
conditions. All mental health benefit adjustments, however, must be cost neutral
across all plan benefits. Plans are encouraged to accomplish this through their
managed care networks of behavioral health care providers and innovative benefits
design. -

Maternity and Mastectomy Length of Stay and Mastectomy Admissions - Alls
plans must provide for maternity admission lengths of stay of at least 48 hours afier a
regular delivery and 96 hours afier a caesarean delivery, at the mother’s option.
Similarly, all plans must provide a mastectomy patiens the option of having the
procedure performed on an inpatient basis and rcmmmg in the bospial for at least 48
hours after the procedure.

Mammography Screening. Consistent with the President’s announcement, the
FEHBP will follow the recommendations of the National Cancer Advisory Board on

mammography screening,  Upoen release of the specific recommendations, we will
communicate them to you by separate Jetter.

Pre-existing Conditions - Beginning in 1998, plans will not be permitted to have pre-
existing conditions limitations on any benefit, including cosmetic surgery and dental
benefits.

Point of Service Product - We will consider proposals from prepaid plans to offer 2
Point of Service product (providing reimbursement for plan members who elect 10
receive non-emergency care fmm non- plan provzdm at reduceé xndemmzy raZe.s}
undcrtthEHB?rogram he Pla I erien :

Waiver of Office Visit Copayments for Prenatal and Postnatal Care - A number
of plans currently waive these copayments as a means of helping 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 prepaid
plans w0 do the same. :

L
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Coverage for Fertility Drugs - All prepaid plans are required 1o cover treatment of
fertility, but many do not cover related prescription drugs. To better inform FEHR
members, if they have not already done so, plans should clarify their brochure
language to indicate whether fertility drugs are covered or not covered, in both their
infertility benefit description and their prescription drug benefit description.

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

Transplants - We require that all non-experimental bone marrow transplanis
(including non-experimental allogensic bone marrow transplants, and autologous bone
marrow transplants for acute lymphocytic and non-lymphocytic leukemia, advanced
Hodgkin's lymphoma, advanced non-Hodgkin's lymphoma, advanced neuroblastoma,
and testicular, mediastinal, retroperitoneal, and ovarian germ cell tumors), cornsa,
heart, liver, and kidney transplants be covered. In addition, all FEHB plans must
provide coverage for HDC/ABMT for the treatment of breast cancer, multiple
myetoma, and epithelial ovarian cancer. Coverage for these three conditions may be
limited to services received in clinical trials, provided both randomized and
norrandomized trials are included {the benefit may not be limited to randomized,
trials}. Otherwise, experimental transplant procedures need not be covered, but the
Plan must provide necessary follow-up care o the experimental procedure. Al
prepaid plans must cover relaied medical and hospital expenses of the donor (when
the recipient is covered by the Flan). If the donor has primary coverage that provides
benefits for organ transplant donors, the Plan will coordinate benefits according to
NAIC puidelines, as with any other benafit.

To the extent permitted by applicable State law, other wransplants not mandated by
OPM may be excluded from the FEHB benefits if they are not in the community
benefit package which we purchase.

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

Prescription Drugs - All plans mast provide at Jeast 2 minimum level of coverage for
all medically necessary drugs that require a preseription for their use, snd insulin,
Drug benefit deductibles may not exceed $600 and member coinsurance may not
exceed 50%. Lifetime or annual benefit maximums on prescription drugs are not

permited,

Coverage must be provided for disposable needles and syringes o 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-formulary drugs when prescribed by a Plan doctor. The formulary cannot be

12



used as a means o exclude benefits for the types of drugs mandated for the FEHB,
Blanket exclusions of broad categories of drugs such as "non-generics,” "psychotropic
drugs,” or "injeciables™ are not accepiable.

DHHE-Mandated Benefits - All prepaid plans must offer certain benefits that are
mandated for qualificd plans by the Deparument of Health and Human Services
(DHHS), withoot limitation as to time and cost, other than as prescribed in the
Public Health Service Act and DHHS regulations. These required benefits include:

¢ Nonexperimental bone marrow, cornea, kidney, and liver transplants (see H.
above for other FEHB requirements in this area);

v Short4erm rehabilitative meg‘apy {physical, speech, and occupational) the
provision of which can be expected to result in significant improvement in the
patieot’s condition within two months;

v Family planning services, including all necessary nonexperimental infertility
services, 1o include artificial insemination with either the husband’s or donor
sperm. The cost of donor sperm need not be covered. Other costs of
conception by artificial means or assisted reproductive technology (such as'in
vitro fertilization or embryo transplants) may be excluded to the extent
permitted by applicable State Jaw,

7 Home health services;

v Inhospital administration of blood and blood products (including "blood
processing”};

v Surgical treatment of morbid obesity, when medically necessary;

v/ implants - the procedure must be covered, although the cost of the device
may be excluded;

Federally-qualified community-rated’ plans offer these benefits at no additional cost,
i.e,, within the community rate. Plans that are not Federaily-qualified should refiect
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 z2r0).

Service Ares and Additional Geographic Areas - Federal employees and annuitants
who live within the service area we approve are ¢ligible to enroll in your plan. If
you enroll commercial, non-Federal members from ap gdditional geographic area that
surrounds, or is adjacent to, your service area you may propose to enroll Federal
amployees 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, andfor any additional geographic area,
you may propose the same enroliment policy for your FEHB Program emroliees. We
will provide model language for stating your policy on the cover of your brochure,
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Since benefits may be restricted 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. These
descriptions will appear in the brochure.

4



Pvart Two - Preparing Your Benefit Proposal

Because we must conclude nepotiations in 2 few weeks, we expect every prepaid plan to
prepare and submit 2 compiete proposal in accordance with these instructions by
May 31, 1997.

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

- Comparison of 1997 commaunity package (adjusted for special FEHBPF benefits) and
the proposed 1998 community package;

- Narrative description of sach proposed change (in worksheet format},
- Narrative description of each proposed clarification (in workshest format): and,

- Proposed 1998 brochure language
¥
If vou foresee unusial or extensive changes to your conwnunity 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 to the FEHB
group, such as improved mental conditions benefits. If there is no change to the rate because
of such requirements, each benefit difference should be identified nonetheless, by a zero on
Attachment 2 (line 2) of your rawe calculation,

1998 FEHB Proposal Instructions

A. Provide the following material by May 2, 1997:

e-rated Plans - Provide & copy of a fully executed employer gwup
cozxzmc! cvndmcmg the highest level of coverage offered for 1997,

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
plan’s non-Federal subscribers in 1997, 1f the community benefits package we
currently purchase is not the same one, please also send us a copy of the package we
do purchase,

1



B. Provide the following by May 31, 1997, to document your proposal:

3 e-rated Plans - [t is OPM’s intention to continue to purchase the highest
Eev&% of caverage offcmd to employer groups by your Plan {or current FEHB benefits,
whichever is higher). If you have not made changes to the highest level of
coverage submitted in respouse to A{l} above, then submit a statement to this
effect, along with an additional copy of the benefit description. If you have made
changes, submit a copy of the new beneiit description and answer the guestions
in Section C below. This benefit package and the associated raie must have been
filed with your State if a filing is required by the State,

Qmr ated Plans - It is OPM’s intention to purchase the same commziz;zzy
hencﬁt packagc that covers the majority of your plan’s subscribers/contract holders,
with adjusiments for any benefit differences resulting from specific requirements of
the FEHB Program. [f you offer a variety of community packages, you must 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.) Also nowe that if
we later determing that the conmunity benefits package you submit is not the
community benefiis package purchased on behalf of the majoriry, your 1998 ?EHB
rates will be subject 10 adjustment in accordance with the Federal Emplovees Health
Benefits Acquisition Regulations (FEHBAR).

Descriptions of community-based riders and other additions to the basic package
that reflect previously agreed-upon modifications or moandated additions to tbe
commuuity package, wuast be appended. 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 pm;wsed for the FEHB Program for
the 1998 contract term except those still under review by your State as described in
fem D below.

C. To simplify our comparison of your 1998 community benefits package proposal and
the benefuis package currently purchased for the 1997 contract term, please attach s
chart displaying 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 gther levels
of coverage between one packagc and the other;

3, Whether the costs of the differences at {1} and (2) are included within or are in
addition to the community rate charged (o the other groups that purchase this
community benefis package, and to the FEHB Program;

4, The number of subscribers/contract holders who currently purchase each package.
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Describe the procedure in your State for filing and/or obiaining 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 submit in response to B(2) and provide a copy of the
approval issued by the State. Please highiight 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 if: (1) the changes were
submitied to your State prior (0 May 31 and (2) approval is obiained and
documentation of the approval is submitied to OPM by June 30, 1997, If State
approval is granted by default, i.e., the State does not object to proposed changes
within a centain period after receipt of the proposal, please se 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 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.

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 » separate page for cach
change or clarification you propose. Incorrectly formatted submissions will be
returned to you for correction. The following format is required:

Benefit Changes

1. Describe the existing benefit and how you propose to change it. Siate 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 enroliess’
perspective and make clear w0 enrollees how the change will affect them. Be sure o
show the complete range of the change. For instance, if the Plan is proposing
elimination of its hospitalization copay, indicaie whether this change wﬁi aise apply 10
hn@pztahz.at.mns unciez‘ L?ze emcrge:ﬁcy and mema¥ hmlth heneﬁts 1 ;

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

3. State the actuarial value of the change, and whether the changs represents an
increase or decrease in (a) the existing benefit, and (b} your overall benefit package.
If an increase, describe whether any other benefit is ofiset by your proposal.
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4. Suie whether this change is part of the plan’s proposed community benefits
package (see ltem B.2.j or a change that has been submitted 1o the State for approval.
State how the change will be introduced to other employers {e.g., group renewal
datz). State what percentage of Plan contract holders/subscribers now have this
benefit and the percentage you project will be covered by January 1998.

5. Has the change been submitted (o and approwzi by the appropriate State .
authorities? If se, when? Supporting documenzztmn must be submitted (see Item D

ghove).

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

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

b. State the percentage of the Plan’s 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 subscribersicontract holders you
expect to be covered by this rider and when will that occur?

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

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

Benefit Clarifications

1. Show the current and proposed language for the benefit you pwpﬂse‘ to
ciaz‘zfy, rcfcrcns;e all pomons of {t&e hrochurc aﬁ“ecwd by the clarification.

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

Please note that we consider a benefit change 10 be an increase or reduciion, however slight,
in the fevel of coverage of a benefit shown in the plan’s current FEHB brochure, ¢.z.,
changing 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 » benefit change, even if there is no change in rates.
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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 to the FEHB will remain available 1o our members
for the 1998 contract term. You must inform us of any expected changes, See Part One if
you are proposing scparate service argas for 1998.

Service Area Reductions - Explain the reason for and provide supporting
documentation {g.g., withdrawal notice from medical group) regarding any
proposed reduction to the plan’s service area. Does this reduction apply only
to the Federal group? Describe precisely, and provide 3 map of, the area 10
be eliminated.

Service Area Expansions - The Plan 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, untl no later than June 30, We cannot grant exceptions to this
date because of printing deadlines we must meet in order to include approved
expansions in the FEHB Quide.

Redesignation as a Mixed Model Plan - If your Plan formerly operated as a
Group Practice Plan {(GPP) or Individual Practice Plan {IPP) and now offers
both types of providers, redesignation as 3 Mixed Model Plan (MMP) may be
appropriate. You must request redesignation and describe the delivery sysiem
that has been added.

Please note: You must indicate to us that the information you provide us concerning your
delivery system % based on providers with whom you have gxecuted conracs; leners of
intent are not acceptable in lieu of executed contracts. We also require that you state that all
contracts with providers contain a "hold harmless® clause. Use the statement form at 1115,

Important Notice: If your Plan has a service area reduction or a3 new rating area is
eswblished that requires current Plan mernbers o change enrollment codes, new codes will
be assigned and there will be a total positive re-erroliment of all of the Plan’s FEHB
members during the 1997 Open Season,

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

adequate access to plan doctors and hospitals, and plan ebility to provide contracted benefits.
Accordingly, please provide the following information: '
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Instructions
A. Provide a description of the pz‘épased expansion;

1. Describe the proposed service area expansion by zip code, county, ity or town,

3.
H

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

3. In addition w the access to providers within the proposed expansion you describe
in C, below, be sure 10 describe access o care in contiguous areas within your
existing service area. Show the distance in miles/minutes from the furihest point of
the proposed expansion o current Jocations of Plan primary care doctors and 1o
contracting hospitals in your existing service area. {If your plan is 2 GPP, show the
distance to 2 current center {not satellite) in the existing service area.}

4. Include proposed language fof this expansion in your brochure language
submission (see Part 1V}, in the Service Area description.

B. Authority to operate in proposed area: .
1. If the new service area is not contiguous to your current 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 dewil.

2. Please provide a copy of the State approval document authorizing you to both
market and provide services m the proposed expansion area, and the name and
telephone number of the person at the statg agency who worked on the authorization,
If State approval has not been' obtained, note the June 30 deadline for our receipt of
this documentation.

C. Aceess 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 & provider direciory is not sufficient.

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

1b. The total number of primary care physicians in the proposed area.

2a. The number of specialists in the proposed area with whom vou have execuied
coniracts,

2b.  The wta! number of specialists in the area,
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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 doctor.
5. The average drive time to a specialist.

6. The average drive time 10 a hospital,

. 7. The approximate size of the proposed area at its longest (mrth to south} and
widest {gast to west) poins.

8. Description of the general area {c.g., rural vs. urban, population, geographic
boundaries 1w access, €1¢.).

9, Description of other services and their locations (e.g., pharmacies, DME, ewc.).

D. Redesignation as a Mixed Meodel Plan - This section applies gnly if your Plan fnm{eriy
operated as a GPP or IPP and now offers both types of providers, and you are requesting
redesignation as a Mixed Model Plan. Please indicate the provider system being added.

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
prepaid funds and who represent one or more medical specialties appropriale and necessary
for the population proposed to be served by the plan.” (8§ USC 8303(4)(A))

include clear brochure language in your brochure {("How the Plan Changes” section plus
"Information About This Plan”, if appropriate) 1o reflect the proposed changes.

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

1. Do you require ali members of a family 1w use the same delivery system, or may
some members of a famity use GPP doctors while others use IPP doctors?

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 during 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 fimit on the number of times a member may change
primary care doctors {centers)? 1f yes, will you waive the limit for FEHB members?
How soon is a requested change effective?
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Federal Employees Health Benefits Program
Statement About Service Area Expansion

I hereby state that the auached service area expansion proposal has been prepared in
accordance with the requirements found in Part [tl, Changes in Service Areas, located in the

Annuat Call Leuer for the 1998 Comract Year. Specificaily, r
. All provider contracts have hold harmless provisions in them.
2 All provider contracts are fully executed ai the time of this submission. I understand

that lerters of intent are not considered contracts for purposes of this certification.

3. All of the information provided in response to Pant 11, Paragraph C (Access w
Providers) is accurate as of the dawe of this statement.

Signawre of Plan Contracting Official

Title

Pian 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 youy
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 any
brochure errors.

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

We will advise plans about any revisions to the mandatory language that must appear in ali
FEHB brochures (such as the Dispuied Claims page, Inspector General Advisory on Fraud
section, eic.}. Additional information about the brochure production process will be
forthcoming. . s

Onee the benefit negotiation process is complete, we will provide you with a disk conining
the agreed-upon brochure text Janguage that is 10 be printed in your 1998 brochure, along
with two paper copies of the information. The paper copies will be accompanied by a cover
sheer (2 copies) that indicates that the attached document is the Appendix A to the contract
between OPM and the carrier and reflects the agreed-upon brochure text that is to be the
Janguage used in the brochure. The Appendix A will be signed by OPM and by an
authorized contracting official for your pian, and will be inserted in your 1998 contract as
the contractual statement of benefits and related conditions for your plan for 1998,

After the Appendix A is signed, you are free to proceed with the layout and printing of your
brochures. You may print the brochure when you are confident that the brochure is correct.
Yon sre responsible for assuring that the brochure s 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.  After printing the
brochure, please send 25 copies to your GOPM cogitract representative.

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 lerger parent organization. We urge
you to discuss your brochure production process with related plans and find ways 10
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 refated affiliate plans who have produced FEHRB brochures
previously. .

IV (1)



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 1o notify all gnrolless of the error and of the
correct avaiiable benefit, and to absorb the penalties described below. 1t may be possible o
correct some less serious errors through printing and distributing addendum sheets containing
corrected brochure language, rathet than reprinting the brochure. Your OPM Contracting
Officer will advise you what corrective action will be required. R 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 hrochures.

B. Rates - We will provide you with a rate sheet similar to the one we provided last year.
You will need to insert copiss in the brochures you send to your members and o all
digtribution points, including the annuitant shipping point in lowa. The rate sheet will be
available when rates are released, after the enrollee and Government shares have been
calculated, in early Septembet, Paper specifications will be forwarded with the printing
specifications for your brochure.

C. Reimbursement of Printing Costs - As in previous vears, we will reimburse .
community-rated plans for costs associaed with printing the quantity of brochuras that we
authorize the plan o print. These charges to the FEHB Program will be accounted for as
part of the rate reconciliation process. We will not reimburse the costs of printing other
open season materials such as provider lists or pamphlets, or of brochures, addenda, or other
informational matgrials required to correct brochure printing errors.

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

Penalties will be assessed for errors based on the significance of the error.  Plans will also be
reguired to take appropriate corrective action {(at plan expense) to assure that FEHB members
receive the correct information. Penalties 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 $500, bt if more, not more than 50 percent
of your brochure printing allowance.

The cost of reprinting and distribution of corrected brochures, addendum sheets, or other
required corrective action will not be reimbursed or chargeable to the FEHB contract. In
addition, if your plan is experience-rated, failure to efficiently produce accurare FEHB
brochures will be taken into consideration in determining your service charge.
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E. Penalties for Late Brochure Distribution - In the past, we've experienced problems with
plars failing to ship requested brochure quantitics o OPM’s delivery point in lowa City in a
timely manner and, less frequently, to Federal agencies. Most FEHB brochures are

delivered on time, However, if your plan does not ship timely, you may be subject to the
penalties cited in Item D above (The penalty will be increased as warranted by the delay.).
If your plan is community-rated, the penalty will be deducted as a part of the rate \
reconcitiation. If your plan is experience-rated, your failure to ship timely will be taken into
corsideration in determining your service charge. To avoid such actions, please make timely
shipping 1o Jowa City and Federal agenciecs & priority when you distribute Plan brochures this
Fall.
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Plan

Carrier
{Enter only if carrier is different from Plan]

Enrollment Codels)

CERATIFICATE OF PAOCUREMENT INTEGRITY--
MODIFICATION (Nov 1990)

(11, fName of certifier] am the officer or employee
responsible for the preparation of this modificetion proposa!l and hereby certify that, to the
best of my knowledge and belief, with the exception of any information described in this
certification, | have no information concerning e violation or possible violation of subsection
27(al, {bl, {d), or {f) of the Office of Federal Procurement Policy Act, as amended {41 U.5.C.
423), {(hareinafter referred to es "the Act"), as implemented in the FAR, occurring during the
conduct of this procurement CS

fcontract number and year]

(2) As required by subsection 27(e){1}(B) of the Act, | further certify that, to the best
of my knowiedge and belief, each officer, employee, egent, representetive, and consultnt of
fName of Offeror, i.e., Plan] who has participated personslly
and substantially in the preparetion or submission of this proposal has certified that he or she
is familiar with, end will comply with, the requirements of subsection 27{a) of the Act, as
imptemented in the FAR, and will report immediately to me eny informetion concerning a
violation or possible violation of subsections 27{e), (b), (d}, or.if) of the Act, es implemented
in the FAR, perteining to this procurement.

{3) Violetions or possible violations: /Continue on plain bond paper if necessary and
label Cartificate of Procurement integrity—Modification (Continuation Sheet}, Enter "NONE" if
none exists)} '

[Signature of the officer or employee responsible for the offeror/Plan] [date}

[Typed name of the responsible officer or employee}

THIS CERTIFICATION CONCERNS A MATTER WITHIN THE JURISDICTION OF AN AGENCY
OF THE UNITED STATES AND THE MAKING OF A FALSE, FICTITIOUS, OR FRAUDULENT
CERTIFICATION MAY RENDER THE MAKER SUBJECT TO PROSECUTION UNDER TITLE 18,
UNITED STATES CODE, SECTION 1001.
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FEHBP Lettgr - US Qffice ufParsnnm! Managemant

All Fee-for-Service Carriers

Offies of innrsncs Programs

FEHBP Letter No. 96-08A ' Date March 4, 1998

Subject: Annual Call Letter for the 1997 Contract Year

This is the anrpal ca.u for proposed benefit and rate changes from plans participating in the
Fedmalﬁ:ngioymi—lnalﬁa%cﬁtsﬁ%)?mgm Axm%mﬁa&mﬁimsmm
our goals and procedures for the upcoming negotiations,

Under 5 CFR 890.203(b), requests for the contract term beginning Janvary 1, 1997, will be
considered through May 31, 1996,

To assure a timely Open Season, we will begin negotiations upon receipt of requests for
benefit and rate changes. Specific instructions concerning information required to support
requests for rate changes will follow shortly., We will operate under a schexiule that will
eagure completion of all negotiations (benefits and rawes) by August 16, 1996.

Quidance on Bepefits
We are not proposing any new benefit initiatives for 1997.
Fee-for-Service Plans

As indicated above, we are not seeking any Program-wide benefit changes, Proposals for
benefit improvements will be considersd only to the degree that they are cost neutral,

We again encourage carriers 1o expand and smgﬁzea their existing PPO arrangements and
the services provided under such armangements. We also expect carriers (o put in place
procedures to capture discounts from bills presented, where it is cost sffective 10 do so,

As in past years, we will not accept proposals for second options. A proposal for 2 Point of
Service product, discussed under *Common Coverage Issues,” will be considered within an
existing option only and may not be rated separately.

. Prepaid Plans

As indicated above, we are not seeking any Program-wide benefit changes. We will accept
carrier-initiated benefit changes only to the degree that they reflect changes in the carrier's
sommunity package that we purchase., All prepaid plans must meet our minimum benefit
requirements provided in the enclosures.
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Proposals for service area expansions andfor new rating areas for 1957 must be summarized
in your cover letier, ‘We will rot consider any new raling ansas or service area ¢xpansions
not proposed in your May 31 submission. Proposals for additional rating areas must also be
presented in your rate submission, .
; -
Common Coverage Issues

Plans may consider proposing 2 Point of Service (POS) product as an alternative choice
within an existing option. Several prepaid plans in the FEHB Program have provided this
alternative for 2 number of years, and both the industry and other large employer purchasers
have begun o adopt POS alternatives as 2 means to introduce individuals to managed care
who would otherwise be reluctant 1o commit to this kind of delivery system. We believe this
is an effective way to encourage people W try managed care with the understanding that they
can still exercise the choice to go quiside the network for specific services if they decide o
do sa. Therefore, we will entertain proposals from both fee-for-service plans and prepaid
plans for a POS product,

Fee-for-service plans may offer a POS product, and it may be offersx on a pilot basis within
a limited geographic area. Although plans may propose a2 POS product that requires a
positive enrollee election, a rate differential for those electing the POS product would not be
accepble. Plans should specify network arrangemenits, including gatekeeper provisions, and
benefit differentials for in and out of network services. In-network POS benefits may be
more comprehensive than the standard benefit package, except for dental and vision care.
Favorable consideration will be based on factors such as demonstrated experiznce with POS
products by the sponsoring organization or network manager; presentation of an
administrative/operational plan that addresses issues such as enrolles and provider education,
the interrelationship between the POS product and the ongoing fee-for-service product; and
presentation of a pian for evaluating pilot projects and expanding the POS product if it is
successful.  POS savings must acerue to the FEHB Program,

We will consider propasals from prepaid plans to offer POS or Opt-Out benefits only if the
plan can demonstrate experience with a private sector employer who has purchased the
benefit. As in past years, we will not accept proposals for second options. A POS or Opt-
Qut product will be considered within an existing option only and may not be rated
separately.

Submission of P |

Y Requesis for benefit changes and clarifications must be in writing and signed by an
authorized contracting official of your Plan,

v Proposed benefit changes must be precisely described and supported by actuarial
justification,
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7/ Benefit changes and clarifications submissions roust be submitted in a specific format,
This format is mandatory. Specific instructions for submitting your proposed
changes and clarifications are included in the enclosures.

v/ Proposed brochure language must be submitted with your request for benefit changes
and clarifications. Instructions for submitting your proposed brochure language are
included in the attached enclosure. You must include Janguage for 2 "How Benefits
Change in 1997 page, as well as language describing how the proposal affects
benefits, exclusions, imitations, definitions and procedures. Your proposed language
should be clear and in plain English and explain how the change will affect the
customer from the customer’s point of view.

Additional benefit proposal instructions appear in the enclosure.

Send your proposals to:

{Overnight delivery) (Regular mail)

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

1900 E Street, NW., Room 3439 - P.O. Box 707

Washington, DC 20415 washington, DC 20044

We will evaluate your benefit proposal according 10 the health needs of Federal enrollees, the
effectiveness of your ufilization and cost controls, the economic conseguences of the proposal
and the efficiency of your administration of the FEHB contract.

Brochures

Last year, we ok the major steps of computerizing the brochure text and giving carriers
more responsibility for producing the actual brochures from that text, This was a major
task, and we greatly appreciate the hard work that everyone put into this effort. Now that
the brochure text is on file, we are concentrating on refining the process for producing the
1957 brochures. We will give you more information about the process very soon.

We are committed to the Government's policy of encouraging small, small-disadvantaged,
and women-owned small business subeontracting i the performance of Federal agency
contracts. Therefore, it is important for both OPM and FEHB Program carriers to look for
additional ways to expand relevant subcontracting opportunities.
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Last year, we conducted 2 survey of allyparticipating carriers 1o leamn more about their
subcontracting activities. We also have been working actively with the Small Business
Administration to determine how best to implement subcontracting initiatives that are
appropriate to our Program structure and which will produce desirable results. For contract
yezr 1997, we will implement a pilot project with the seven FEHB Program carriers that
represent the greatest portion of total Program enrollment. We will be consulling separately
with the selected carriers and will incorporate the pilot project into the negotiations process.
For all other carriers, we will place renewed emphasis on your responsibility to look for
ways to expand small, small disadvantaged, and women-owned $mall business subcontracting
opporiunities in accordance with FAR clause 52.219-8, "Utilization of Small, Small-
Disadvantaged and Women-Owned Small Business Concerns.”

Any information included in your proposal will be subject to public disclosure after
negotiations with all 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 believe applies w that item and ‘give
full justification for your belief that the exemption applies.

We will decide on disclosure when a request for information is made. We will base our
decision on the justification for nondisclosure you submitted with your letter. If we intend to
release any information that you believe is exempt from disclosure, we will inform you
before it is disclosed.

We will send 1997 FEHB contracts o each FEHB carrier in tme for the contract to be fully
executed prior o the beginning of the contract year, Additional information and
requirements will be sent to you shortly. Al 1997 contracts are expected to be signed before
the 1997 contract year begins. Your assistance in this effort will be appreciated.

*
Yy

Lucretia F. Myers
Assistant Director
for Insurance Programs



' . LLS. Difice of Personnel Manasgement
FEH BP Letter Gfice of Ingurance Progrems
All Fee-for-Service Carriers

FEHBP Letter No. 96-08A Date March 4, 1998

Subject: Annnal Call Letter for the 1997 Coniract Year

This is the annual call for proposed benefit and cate changes from plans participatng in the
Federal Employees Health Benefits (FEHB) Program. As in the past, this call leter states
our goals and procedures for the upcoming negotiations,

L
r

Under 5 CFR 890.203(b}, requests for the contract term beginning January 1, 1997, mii be
considered through May 31, 1996.

To assure a timely Open Season, we will begir negotiations upon receipt of requests for
benefit and rate changes, Specific instructions concerning information required 1o 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 16, 1996,

Guidance on Benefits
We are nol proposing any new benefit initiazives for [597.
Fee-for-Service Plans

As indicated above, we are not seeking any Program-wide benefit changes. Proposals for
benefit improvements will be considered only 1o the degree that they are cost neutral.

We again encourage carriers to expand and strengthen their existing PPO arrangements and
the services provided under such arrangements. We also expect carriers to put in place
procedures to capture discounts from bills presented, where it is cost effective to do so.

As in past years, we will not accept proposals for second options. A proposal for a Point of
Service product, discussed under *Common Coverage Issues,” will be considered within an
existing option only and may not be rated separately, '

Prepaid Plang

As indicated above, we are not seeking any Program-wide benefit changes, We will accept
carrier-initiated benefnt changes only to the degree that they reflect changes in the carrier’s
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community package that we purchase. All prepaid plans must meet our minimum bepefit
requirements provided in the enclosures.

Proposals for service area expansions and/or new rating areas for 1957 mast be summarized
 your cover lerter. We will not consider any new rating areas or service area expansions
not proposed in your May 31 submission. Proposals for addirional rating areas must also be
presented in your rate submission. :

Common Coverage Issues -

Plans may consider proposing a Point of Service (POS) product as ao alternative choice
within an existing option. Several prepaid plaos in the FEHB Program have provided this
alternative for a number of years, and both the industry and other large employer purchasers
have begun to adopt POS alternatives as a means 1o introduce individuals (o managed care
who would ctherwise be reluctant to commit to this kind of delivery system. We believe this
is an effective way to encourage people to try managed care with the understanding that they
can still exercise the choice to go outside the nerwork for specific services if they decide to
do so. Therefore, we witl entertain proposals from both fee-for-service plans and prepaid
plans for a POS product.

Fee-for-service plans may offer a POS product, and it may be offered on a pilot basis within
a limited geographic area. Although plans may propose a POS product that requires a
positive enrollee election, a rate differential for those electing the POS product would not be
acceptable. Plans should specify network arrangements, including gatekeeper provisions, and
benefit differentials for in and out of network services. In-network POS benefits may be
more comprehensive than the stardard benefit package, except for dental and vision care.
Favorable consideration will be hased on factors such as demonstrated experience with POS
products by the sponsoring orgamzation or network manager: presentation of an
adminisirative/operational plan that addresses issues such as enroilee and provider education,
the interrelationship between the POS product and the ongoing fee-for-service product; and
presentation of a plan for evaluating pilot projects and expanding the POS product if it is
successful. POS savings must accrue to the FEHB Program.

We will consider proposals from prepaid plans o offer POS or Opt-Out benefits only if the
plan can demonstrate experience with a.private sector empioyer who has purchased the
benefit. As in past years, we will not accept proposals for second options. A PQOS or Opt-
Dt product will be considered within an existing option only and may not be rated
separately.

1551 f Proposal

v Requests for benefit changes and clarifications must be in writing and signed by an
authorized contracting official of your Plan.
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v Proposed benefit changes must be precisely described and supported by actuarial
justification.

v Benefit changes and clarifications submissions must be submitted in a specific format.
This format is mandatory. Specific instructions for submitting your proposed
changes and clarifications are included in the enclosures.

v Proposed brochure language must be submitted with your reguest for benefit changes
and clarifications. Instructions for submining your proposed brochure language are
included in the atiached enclosure. You must include language for a “How Benefits
Change in 1997" page, as well as language describing how the proposal affects
benefits, exclusions, limitations, definitions and procedures. Your proposed language
shoutd be clear andd in plain English and explain how the change will affect the
customer from the customer’s pomt of view,

Additional benefit propesal instructions appear in the enclosure,

Send your proposals to: '
(Overmight delivery) {Regular mail}

U.S. Office of Personnel Management 1.8, Office of Personnel Management
Office of Insurance -Programs Office of Insurance Programs

1900 E Street, NW ., Room 343% ' P.G. Box. 707

Washington, DC 20415 Washington, DC 20044

Evaltuation of Proposed Benefit Changes =

We will evaluate your benefit proposal according to the health needs of Federal enrollees, 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

Last year, we took the major steps of computenizing the brochure text and giving carriers
more responsibility for producing the acrual brochures from that text. This was a major
task, and we greatly appreciate the hard work that everyone put into this effort.  Now that
the brochure text is on file, we are concentrating on refining the process for producing the
1997 brochures. We will give vou more information about the process very soon.

Small. Small Drisadvanta

ged, and Women-Owned Small Business Subcomtraciing

We are committed to the Government’s policy of encouraging smali, small-disadvamaged,
and women-owned small business subcontracting in the performance of Federal agency
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contracts. Therefore, it is important for both OPM and FEHB Program carriers t© look for
additional ways to expand relevam subcontracting opportunities.

Last year, we conducted a survey of all participating carriers to ieam more about their
subcontracting activities. We also have been working actively with the Small Business
Administration o determine how best to implement subcontracting initiatives that are
appropriate o our Program structure and which will produce desirable results,  For contract
year 1997, we will implement a pilot project with the seven FEHB Program carriers that
represent the greatest portion of total Program enrollment. We will be consulting separately
with the selected carriers and will incorporate the pilot project into the negotiations process.
For all other carriers, we will place renewed emphasis on your responsibility 1o look for
ways to expand small, siall disadvantaged, and women-owned smail business subcontracting
opportunities in accordance with FAK ciause 52.218-8, "Utilization of Small, Small-
Disadvantaged and Women-Owned Smafl Business Concerns, "

Any information included in your proposal will be subject 1o public disclosure after |
negotiations with all carriers are completed and new contracts are announced. Please identify
each itemn in your proposal that you belicve is exempt from disclosure under the Freedom of
Information Act. Also, specify which exemption you belicve applies 1o that item and give
full justification for your belief that the exemption applies.

We will decide on disclosure when a request for information is made. We will base our
decision on the justification for nondisciosure you submitted with your lester. If we intend to
release any information that you believe is exempt from disclosure, we will inform you
before it is disclosed.

We will send 1997 FEHB contracts 1o each FEHB carrier in time for the contract 1o be fully
executed prior © the beginning of the contract year, Additional information and
requirements will be sent to you shortly. -AH 1997 contracts are expected to be signed before
the 1957 contract year begins. Your assistance in this effort will be appreciated.

z 2

Assistant Director
for Insurance Programs

Enclosures



Enclosure for Fee-for-Service Plans

This enclosure provides FFS Plans with addirienal guidance on the submission of benefis
proposals for the contract term January 1 through December 31, 1997, As stated in the call
letter, we are not seeking benefit changes for 1997, It is important that all FFS l’lzms
review this entire enclosure.

There are three main parts to this enclosure:

Part One - Guidance on Bepefit Chaﬁge‘s
Part Two - Preparing Your Benefit Proposal
Pant Three - Open Season Materials & Printing

You will be provided with several forms clurently under revision to conform to Postal
Addressing Standards. Complete and rerurn the following to OPM by May 3, 1996, along
with the material deseribed in Part Two of this epclosure:

Designated Plan Contact
Plan Contracting Officials
Plan Contace for Brochures
Plan Contact for Enroliment

Complete and return the following with your May 31 submission:

Certificate of Program Integrity - Maodification
FEHB Guide Strip

If you have any questions about your benefits subrmission, please call your ¢ontract
representative.

The above forms and additional materials needed 10 prepare your brochure and other open
season documents will be semt 10 you by mid-April. These will include:

1. A copy of each of your plan’s entries in the 1996 FEHB Guide for you 10
mark-up with any changes (2.g.. in the catastrophic fimit, deductibles, ec.) you
propose for 1997. Remrn the strip with your May 31 submission, We will send you
a final version for a plan contracting official to certify in mid-July.

2. Revisions to mandated (i.e., non-negotiable) language and required changes for
the 1997 brochure.

3, Printing specifications for the 1997 brochure and for the 1997 Rate Sheer,



4. Logo and OPM authorization block for the cover of your 1997 hrochure, Your
brochure guantities form, shipping Iabels, and related open season instructions will be
sent to you in August,

Rate instructions will be sent under separate cover. The FEHB rates and their supporting
documentation arz subject 10 audit, Misrepresentation of your FEHB Program rates can
result in criminal or civil legal actions against the Plan or its officials. We., with the suppont
of the Inspector General’s Office and the Justice Department, interd to aggressively pn;’sue
health plans that atiempt to cheat the FEHB Program, .



Part One - Guidance on Benefit Changes

In keeping with the spirit of the call leuer, we remain exremely price sensitive.  Benefit
improvements will be accepted only to the degree that they are cost neutral. Savings from
managed care initistives must accrue 1o the FEHB Program. When you prepare your benefit
proposal, review the effect of the proposed changes on language throughout the brochure,
such as on the Cost Sharing and Catastrophic Protection and Lifetime Maximurns sections of
the brochure. We prefer no changes in benefits for the next contract term. With this in
mind, we offer the following guidance for the 1997 contract term:

A.

Mental Health and Substance Abuse Benefits. Consistent with our policy in recent
years, current Mental Health and Substance Abuse benefic levels may not be reduced.

Immunizations for Children. All plans must provide coverage for childhood
immunizations not subject to deductibles or coinsurance. This includes the cost of
sera or inoculations. Benefits for associated office visits, diagnostic tests, elc., may
be subject to applicable deductibles and/or coinsurance. :

Prescription drugs, All plans must provide at least a minimum fevel of coverage for
all medically necessary prescription drugs that by Federal law require 2 yresmgtzon
for thelr use, and insulin, when the drug {or insulin} is prescribed within acceped
standards of medical care. Drug benefit deductibles cannot exceed 3600, member
coinsurance cannot exceed S0%, and neither annual nor lifetime maximums are
permitted on prescription drug benefits.  Blanket exclusions of broad categories of
drugs such as "non-generics,” "psychotropic drugs,” or “injectables” are not
acceptable,

HDC/ABMT for Certain Cancers. All non-experimental allogeneic and autologous
bonz marvow transplants (including ausologous bone martow transplants for acute
lymphocytic or non-lymphocytic leukemia, advanced Hodgkin's lymphoma, advanced
non-Hodgkin's lymphoma, advanced neuroblastoma, and testicular, ruediastinal,
retroperitoneal, and ovarian germ cell rumors) must be covered. In addition, all plans
must provide coverage for HDC/ABMT for breast cancer, multiple myeloma, and
ovarian epithelial cell tumors. 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),

Dentat Care. Consistent with our policy in recent years, we will not accept increases
in dental henefits.
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Managed Care Initiatives. FFS plans are encouraged to expand their existing PPO
arrangements 1o increase both the availability of PPO providers and the services
provided under such arrangements. Managed care savings must accrue to the FEHB
Program.

We also expect carriers to have in place procedures to capture discounts from bills
presented, and/or contract with vendors to do so, where cos-effective. .

Flexible Services Option. We continue {0 encourage carriers 1o utilize their authority
under the "Flexible Services Option”, to identify and offer medically appropriate, cost
effective alternatives to traditional care as the most effective way 10 provide services
to its enrollees and their covered family members, whenever appropriate (that is, not
exclusively for “large case management”}, when the provision of services not
otherwise covered by the carrier's existing benefit stucture (such as medical foods
and nufrition therapies in the treatment of AIDS and other diseases) is medically
appropriate, cost effective, and in the best interests of the patient. The decision o
offer an alternative benefit, however, rests solely with the carrier and is not subject 10
OPM review under the disputed claims process.

1-2



Part Two - Preparing Your Benefit Proposal

Because we must conclude negotiations in a few weeks, we expect every FFS Plan 1o prepare
and submit 2 complete proposal in accordance with these instructions by May 31, 1996,

Your actual benefit proposal will consist of several pans:
- Narrative description of each proposed change (in worksheer format);
~ Narrative description of each proposed clarification (in worksheet format}; and,
- Proposed 1997 brochure language.

We are seeking stability in FEHB Program benefit packages and are not encouraging benefit
changes. If you foresee unusual or exwensive changes, please discuss them with your OPM
contract representative before you prepare your submission. If you are not proposing any
benefit changes for 1997, provide a statement to that effect in your May 31 response.

FEHB Proposal Instructions

: 3
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 clarification. If a particular question does not apply, please so
indicate. Use a separate page for each change or clarification you propose. Incorrectly
formatted submissions will be returned to you for correction. The fallowing format is

required;
Benefit Changes

{. Describe the existing benefir and your proposed change. State the proposed
brochure language, including the "How the Plan Changes” section. Be sure 1o show
the complete range of the change. For example, if you are proposing to eliminate an
inpatient deductible, indicate whether zhc ch&nge will ap;ziy o hospuahzazzons under
mentzl health benefits as well. If thege is me _ ; : 3

present each change o

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

3, Stawe the acruarial value of the change, and whether the change represents an
increase or decrease in (a) the existing benefit, and (b) your overall benefit package,
If an increase, describe whether any other benefit is offset by your proposal. Include
the cost impact of this change as a biweekly amoust for the Self Only and Self and
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Family rate. If there is no ¢ost impace or if the. proposal involves a cost trade-off
with another benefit change, show the wrade-off ora cost of zero, respectively.

Benefit Clarifications

1. Show the current and proposed language for the benefit you propose (o clarify;
reference all portions of the brochure affecied by the ciar:ﬁcazmn mchzdmg the. "How
the Plan Changes” section. Prepare 2 separate workshee ach prop

clarification.

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

Please note that we consider 2 benefit change 10 be an increase or reduction, however slight,
in the level of coverage of a benefit shown in the plan’s current FEHB brochure, 2.g.,
changing the number of days for a prescription drug supply from 31 10 30 days.
Clarifications, ¢n the other hand, comprise changes in wording that do not affect the level of
benefits provided. A proposed change that results in an increase or decrease in benefits
must be shown as 2 benefit change, even if there is no change in rates,
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Part Three - Open Season Material & Printing

A. Your FEHB Brochure - As in past years, we expect you {o typeset and print your
brochures for the FEHB Program. The brochure production schedule and the distribution
deadlines that must be met remain unchanged. Last year, we automared the process and no
longer exchange typeset brochure proofs. Carriers will again bear full responsibility for the
accuracy and timeliness of their FEHB brochures, and will be held accountable for any
brochure errors.

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

As was indicated in the call letter, we are refining the process for producing the 1997
brochure. We will advise plans about any revisions o the mandatory language that must
appear in all FEHB brochures (such as the Disputed Claims page, Inspector General
Advisory on Frasd section, ¢tc.}. Additional information about the refined process wiil be
forthcoming. ?

Once the benefit negotiation process is complete, we will provide you with a disk containing
the language that is to be printed in your 1997 brochure, along with two paper copies of the
information. The paper copies will be accompanied by a certification (2 copies) that
indicates that the attached document reflects our agreement and is 10 be the language used in
the brochure. The certification will be signed by OPM and by an authorized contracting
official for your plan, and will be inserted in your 1997 contract as the contractual statement
of benefits and relased conditions for your plan for 1997.

After the certificate is signed, you are free o 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 responsible for assuring that the brochure is accurately typeset and conforms o
the agreemenis reached on benefits and the instructions for printing the brochure. You
will be held accountable for any errors in the final printed brochure, After primming the
brochure, please send 25 copies 1o your OPM contract specialist.

If we discover unauthorized material changes to benefits or language in vour printed
brochure, you will be required to reprint and redistribute corrected brochures at your
expense. In addition, you will be reguired 10 notify all enrollees of the error and of the
correct available benefit, and to absorb the penaltics described below. It may be possible to
correct some less serious ervors through printing and distiributmg addendum sheets containing
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corrected brochure language, rather than reprinting the brochure. Your GPM Conwacting
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 accnraie FEHB
brochures. Please take appropriate steps during brochure production to assure the
sccuracy of your brochures,

B. Rates - We will provide you with a rate sheet similar 1o the one we provided last: year.
You will need to insert copies in the brochures you send to your members and to all
distribution poings, including the annuitant shipping point in Jowa, The rate sheet will be
available when rates are released, afier the enrollee and Government shares have been
calculated, after September 8. Paper specifications will be forwarded with the printing
specifications for your brochure.

C. Reimbursement of Printing Costs - As in previous years, we will reimburse you for
costs associated with printing the quanticy of brochures that we authorize the pian to pring,
We will not reimburse the costs of printing other open season materials such as preferred
provider lists or pamphlets, or of brochures, addenda, or other informational materials
required to correct brochure printing erors.

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

Penalties will be assessed for errors based on the significance of the error. Plans will also be
required to take appropriate corrective action (at plan expense) to assure that FEHB members
receive the correct information, Penalties and the cost of corrective action are not

chargeable o the 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 50 percent
of your brochure printing allowance.

The cost of reprinting and redistribution of comrected brochures, addendum sheets, or other
corrective action will not be reimbursed or chargeable 1o the FEHB contract. In addition,
failure to efficiently produce accurate FEHB brochures will be taken into consideration in
determining your service charge.

E. Penalties for Late Brochure Distribution - in the past we've experienced problems
with plans failing to ship requested brochure quantities o OPM’s delivery point in Iowa City
in a timely manner and, less frequently, to Federal agencies. Most FEHB brochures were
delivered on time. If yopr Plan does not ship timely, you may be subject to the penalties
in Item D above against your brochure printing allowance (The penalty will be increased
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as warranted by the delay.}. In addition, your failure ro ship timely will be taken into
consideration in determining your service charge. To avoid such actions. please make timely
shipping to fowa Ciry and Federal agencies a priority when you distribute Plan brochures this
Fall, )

Be conscientious and avoid these penalties!
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FEH B Let — T r——

All Prepaid Carriers

iMtics of tnsurancs Programs

FEHBP Latter No.  96-08B Date March 4, 1998

Subject: Annual Call Letter. for the 1997 Contract Year

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 negotiations.

Under 5 CFR 890.203(b), requests for the contract term beginning January 1, 1997, will be
considered through May 31, 1996,

To assure a timely Open Season, we will begin negotiations upon receipt of requests for
benefit and rate changes. Specific instructions concerning information required to support
requests for rate changes will follow shonly. We will operate under a schedule that will
ensure completion of all negotiations (benefits and rates) by August 16, 1996.

Guidance on Benefits
We are not proposing any new benefit initiatives for 1997,
Fee-for-Service Plans

As indicated above, we are not seeking any Program-wide benefit changes. Proposals for
benefit improvements will be considered only to the degree that they are cost neutral,

We again encourage carriers 10 expand and strengthen their existing PPO arrangements and
the services provided under such arrangements, We also expect carmriers to put in place
procedures to capture discounts from bills presented, where it is cost effective 1o do 0.

As in past years, we will not accept proposals for second options. A proposal for 2 Point of
Service product, discussed under *Common Coverage Issues,” will be considered within an
existing option only and may not be ramed separately.

Prepaid Plans

As indicated above, we are not secking any Program-wide bencfit changes. We will aocept
carrier-initiated benefit changes only to the degree that they reflect changes in the carrier’s
community package that we purchase. All prepaid plans must meet our minimum benefit
requirements provided in the enclosures,
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Proposals for service area expansions and/or new rating areas for 1997 must be summarized
in your cover Jetter, We will not consider any new rating areas or service area £xpansions
not proposed in your May 31 submission. Proposals for additional rating areas must also be
presented in your rate submission,

Common Coverage Issues

Plans may consider proposing a Point of Service (POS) product as an alternative choice
within an existing option. Several prepaid plans in the FEHB Program have provided this
alternative for 2 number of years, and both the industry and other large employer purchasers
have begun to adopt POS ahernatives as a means to introduce individuals to managed care
who would otherwise be reluctant to commit to this kind of delivery system. We believe this
is an effective way to encourage people to try managed care with the understanding that they
can still exercise the choice to go outside the network for specific services if they decide to
do s0. Therefore, we will entertain proposals from both fee-for-service plans and prepaid
plans for a POS product.

Fee-for-service plans may offer a POS product, and it may be offered on a pilot basis within
a limited geographic area. Although plans may propose 2 POS product that requires a
positive enrolles election, a rate differental for those electing the POS product would not be
acceplable. Plans should specify network arrangements, including gatekeeper provisions, and
benefit differentials for in and out of network services. In-network POS benefits may be
more comprehensive than the standard benefit package, except for dental and viston care,
Favorable consideration will be based on factors such as demonstrated experience with POS
products by the sponsoring organization or network manager; presentation of an
administrative/operational plan that addresses issues such as enrollee and provider education,
- the interrelationship between the POS product and the ongoing fee-for-service product; and
presentation of a plan for evaluating pilot projects and expanding the POS product if it is
successful. POS savings must accrue to the FEHB Program.

We will consider proposals from prepaid plans to offer POS or Opt-Out benefits only if the
plan can demonstrate experience with a private sector employer who has purchased the
benefit, Asin past years, we will not accept proposals for second options. A POS or Opt-
QOut product will be considered within an existing option only and may not be rated

separately.
Submission of P |

v Requests for benefit changes and clarifications must be in writing and signed by an
authorized contracting official of your Plan,

/' Proposed benefit changes must be precisely described and supported by actuarial
justification.
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v Benefit changes and clarifications submissions must be submitted in a specific format.
This forwmat Is mandatory. Specific instructions for submitting your proposed
changes and clarifications are included in the enclosures.

7/  Proposed brochure language must be sgbmitted with your request for benefit changes
and clanifications, Instructions for submitting your proposed brochure language are
included in the attached enclosure, You must include language for 2 "How Benefits
Change in 1997" page, as well as language describing how the proposal affects
benefits, exclusions, limitations, definitions and procedures. Your proposed language
should be clear and in plain English and explain how the change will affect the
customer from the customer’s point of view,

Additional benefit proposal instructions appear in the enclosure.

Send your proposals to:

{Ovemnight delivery) (Regular mail)

U.S. Office of Personnel Management 11.8. Office of Personnel Management
Office of Insurance Programs - Office of Insurance Programs

1500 E Street, NW., Room 3439 P.0. Box 707

Washington, DC 20415 Washington, DC 20044

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

Brochures

Last year, we took the major steps of computerizing the brochure text and giving carriers
more responsibility for producing the actual brochures from that text. This was a2 major
task, and we greatly appreciate the hard work that everyone put into this effort. Now that
the brechure text is on file, we are concentrating on refining the process for producing the
1997 brochures. We will give you more information about the process very soon.

We are committed to the Government’s policy of encouraging small, small-disadvantaged,
and women-owned small business subcontracting in the performance of Federal agency
contracts, Therefore, it is important for'both OPM and FEHRB Program carriers to look for
additional ways to expand relevant subeontracting opportunities.
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Last year, we conducted a survey of all participating carriers 1o leam more about their
subcontracting activities. We also have been working actively with the Small Business
Administration to determine how best 10 implement subcontracting initiatives that are
appropriate to our Program structure and which will produce desirable results. For contract
year 1997, we will implement a pilot project with the seven FEHB Program carriers uhat
represent the greatest portion of total Program enrcliment. We will be consulting separately
with the selected carmiers and will incorporate the pilot project into the negotiations process.
For all other carriers, we will place renewed emphasis on your responsibility to look for
ways to expand small, small disadvantagesd, and women-owned small business subcontracting
opportunities in accordance with FAR clause 52.219-8, "Utlization of Small, Small-
Disadvantaged and Women-Owned Small Business Concerns,”

Any information included in your proposal will be subject to public disclosure after
negotiations with all carriers are compieted 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 éxemption you believe applies to that item and’give
full justification for your belicf that the exemption applies.

We will decide on disclosure when a request for information is made. We will base our -
decision on the justification for nondisclosure you submitted with your letter. If we intend to
release any information that you believe is exempt from dxsclesm, we will inform you
tefore it is disclosed.

We will send 1997 FEHB contracts to each FEHB carrier in time for the contract to be fully
executed prior to the beginning of the coniract year, Additional information and

requirements will be sent to you shortly. All 1997 contracts are expected o be signed before
the 1997 contract year begins, Your assistance in this effort will be .

Lucretia F. Myers
Assistant Director
for Insyrance Programs



Enclosure for Prepaid Plans

This enclosure provides prepaid plans with additional guidance on benefir changes and
instructions on the submission of beneftt and service area proposals for the upcoming
contract termn (January I through December 31, 1997). We prefer no changes in benefits for
the next contract term. It is important that all prepaid plans review this entire enclosure,
even if the plan does not intend to propose any changes for 1997; certain information is
required of all plans, whether or not they propose changes.

There are four main parts (¢ this enclosure:

Part One - Guidance on Benefit Changes

Part Two ~ Preparing Your Beneflt Proposal

Part Three - Changes in Service and Enroliment Areas

Part Four- Open Season Materials and Reimbursement of Printing Costs

You will be provided with szveral forms currently under revision to conform 1o Posal
Addressing Standards. Complete and return the following 10 OPM by May 3, 1996, along
with the material described in Pant Two of this enclosure:
+

Designated Plan Contact

Plan Contracting Officials

Plan Contact for Brochures

Plan Contact for Enrollment

Complete and return the following with your May 31 submission:

{E&ﬁiﬁ}:aw of Program Integrity - Modification
FEHB Guide Strip

If you have any questions about your benefits 5z1bmzsswn please call your contract
representative,

The above forms and additional materials needed to prepare your brochure and other open
season documents will be sent 10 you by mid-April, These will include:

1. A copy of each of your plan’s entries in the 1996 FEHRB Guide for you to0
mark-up with any changes {(e.g., new plan name, expanded service area, ek.) you
propose for 1997, 1f you propose additional rating areas (i.¢., envellmen: codes) or 10
operate in new states, prepare additional entries. Return the strip, or strips, with
your May 31 submission. We will send you a fina! version for 4 plan confracting
official to certify in mid-July.

2. Revisions to mandated (i.e., non-negotiable) language and required changes for
the 1997 brochure.



3. Priming specifications for ihe 1997 brochure and for the 1997 Rate Sheer.

4. Logo and OPM authorization block for the cover of your 1997 brochure. Your
brochure quantities form, shipping fabels, and related open season instructions will be
sent to you in August, '

Rate instructions will be sent under separate cover. It should be remembered at all times that
FEHB rate submissicns are the cormerstone of our financial relationship with prepaid plans.
The FEHB rates and their supporting documentation are subject 1o audit to ensure their
accuracy and reasonableness. Misrepreseniation of your FEHR Program rates can result in
criminal or ¢ivil legal actions against the Plan or its officials. We, with the support of the
Inspector General’s Office and the Justice Departmen, interd to aggressively pursue health
plans that attemps (o cheat the FEHB Program.



Part One - Guidance on Benefit Changes

In keeping with the spirit of the call lenter, we remain exwremely price sensttive, but do not
limir prepaid plans to zero cost benefit tradeoffs. However, we do prefer that benefits
remain stable, With this in mind, we offer the following guidance for the 1997 conrract

erm

A,

"Opt-OCut” Benefits - We will consider proposals from prepaid plans to offer Point of
Service or "Opt-Out” benefits (providing reimbursement for plan members who elect
to receive non-emergency care {rom non-plan providers at reduced indemnity rates)
under r.he FEHB Program ag;x if the Plan can demonsteate experience with a private

o has purchased this benefit.

Waiver of Office Visit Copavments for Prenatal and Postnatal Care - A number
of plans currently waive these copayments as a means of helping assure that pregnam
members obtain adequate pre- and posi-natal care, and thereby increase the likelihood
that their babies will be born without complications. Wé encourage other prepaid
plans to do the same.

Coverage for Fertility Drugs - All prepaid plans are required o cover treatment of
mfertility, but many do not cover related prescription drugs. To better inform FEHEB
members, if they have not slready done so, plans should clarify their brochure
language to indicate whether fertility drugs are covered or not covered, in both their
infertility benefit description and their prescription drug benefit description.

Mental Health and Substance Abuse ~ Consistent with our policy in recent years,
Mental Health and Substance Abuse benefits may not be decreased. Al prepaid plans
must offer, at a minimum, either combined Mental Health and Substance Abuse
benefits of at least 30 inpatient days and 40 ourpatient visits or "stand alone” benefit
configurations, providing benefits for menual conditions separately from those for
substance abuse, that provide total benefits at least equal to this combined benefit.
Any adjustments 1o "stard alone” benefits 1o meet the minimum may not result in an
overall decrease in benefits from those previously available.

Covered Mental Health/Substance Abuse inpatient days may be exchanged for
outpatient day treatment or outpatient visits at the rate of one inpatient day for two
outpatient treauments/visits, but the minimum benefit levels must still be available.
Plans may meet the outpatient limits if they trade off inpatient days set above the 30
day inpanent minimum. Trade off rules must be shown in the brochure. Copayments
may not exceed 50% of the cost of the service. Increased copayments or coinsurance
may be allowed for additional ourpatient visits needed to meet the 40 visit
requirement, but may not exceed 50%. Any benefits that are expressed int terms of a
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specific dollar figure must be accompanied by documentation (updated each year)
demonstrating that the dollar cap 1s sufficient to cover 30% of the cost of the covered
daysfvisits. Lifetime benefit maximums for treamment of mental conditions are not
permitted.

Immunizations for Children - All FEHB plans must provide coverage (zm:iuzimg the
cost of inoculations or sera) for childhood immunizations.

Transplants - We require that ail non-experimental bone marrow transplants
{including non-experimemal allogencic bone marrow transplants, and autologous bone
marrow transplants for acute lymphocytic and non-lymphocytic leukemia, advanced
Hodgkin's lymphoma, advanced non-Hodgkin's lymphoma, advanced neuroblastoma,
and testicular, mediastinal, retroperitoneal, and ovarian germ cell tumors), comea,
heart, liver, and kidney transplants be covered. In addition, all FEHB 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 (o services received in clinical trials, provided both randomized and
nonrandomized trials are included (the benefit may not be limied to randomized
trials). Qtherwise, experimental transplant procedures need not be covered, but the
Plan must provide necessary follow-up care to the experimental procedure. All
prepaid plans must cover related medical and hospital expenses of the donor (when
the reciptent 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 permitted by applicable State law, other transplants not mandated by
(OPM may be excluded from the FEHB benefits if they are not in the community
benefit package which we purchase.

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

Prescription Drugs - All plans must provide ar least a minimum level of coverage for
all medically necessary drugs that reguire a prescription for thewr use, and insulin.
Drug benefit deductibles may not exceed $600 and member coinsurance may not
exceed 30%. Lifetime or annual benefit maximums on prescription drugs are not
permitted.

Coverage must be provided for disposable needles and syringes 1o administer covered
injectables, IV fluids and medications for home use, growth hormones, and allergy
serum. In addition, benefits must be provided for "off-tabel” use of covered
medication if prescribed for such use by a Plan doctor.
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A drug formulary may be used as long as the plan provides benefus for
non-formulacy drugs when preseribed by a Plan dector. The formuilary cannot be
used as 2 means 1o exciude benefits for the rypes of drugs mandated for the FEHB.
Bianket exclusions of broad categories of drugs such as “non-generics,” “psychotropic
drugs,” or “injectables” are not acceptable.

DHHS-Mandated Benefits - All prepaid plans must offer centain benefits that are
mandated for qualified plans by the Department of Health and Human Services
(BH}{S}, without limitation as e time and cost, other than as prescribed in the
Public Health Service Act and DHHS regulations. These required benefits include:

v Nonexperimental bone marrow, comea, kidney, and liver transplants (see
F. above for other FEHB requirements in this area);

# Short-term rehabilianve 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;

v Family planning services, including all necessary nonexperimental infertility
services, 1o include aruficial insemination with either the husband’s or donor
sperm. The cost of donor spenm need not be covered.  Other costs of
conception by artificial means or assisted reproductive technology {such as in
vitro fertilization or embryo transplants} may be excluded to the extent
permitted by applicable State law,

v Home health services;

v Inhospital administration of blood and blood products {including “blood
processing”};

v Surgical treatment of morbid obesity, when medically necessary;
v Implants ~ the procedure must be covered, although the casi of the device
may be excluded;

Federaily-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 Artachment 2 of their rate calculation (if
there is no additional cost, the cost entry should be zero).

Separate Service and Enrollment Areas - You may propose a separate enrollment
area for Federal members that is equivalent 1o the enrollment area offered to your
commercial, non-Federal members. In addition, if the State(s) where you have legal
authoriry & operate permit you o enroll members who work (rather than live) within
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your commercial service/enroliment areas, you may propose an equivalent enrollment
policy with respect to FEHB Program enrollees. Since benefits may be restricted for
care received outside the service area (the area in which plan providers of medical
services are generally located), your proposal must also include brochure language to
clearly describe each area separately. Your brochure will be the primary source of
information available to Federal employees, and must therefore accurately describe
your proposed enrollment area policy. See Part Three for instructions concerning
proposed expansion or reduction of your current service area.
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Part Two - Preparing Your Benefit Proposal

Because we must conclude negotiations in a few weeks, we expect every prepaid plan to
prepare and submit a complete proposal in accoréafzcc with these instructions by
May 31, 1996, :

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

~ Comparison of 1996 community package {(adjusted for special FEHBP benefits) and
the 1997 proposed community package; X

- Narrative description of cach proposed change (in worksheet format),
~ Namative dcscﬁrip[ion of each proposed clarification (in worksheet format); and,
- Proposed 1997 brochure language

If you foresee unusual or extensive changes 1o your community package, please discuss them
with your OPM contract representative before you prepare your submission. If you are not
proposing any benefit changes for 1997, provide a statement to that effect in your

May 31 response.

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 requirerents that are specific to the FEHB
group, such as improved mental conditions benefits.  If there is no change to the rate because
of such requirements, gach benefit difference should be idenrifted nonectheless, by a zero on
Attachment 2 (line 2} of your rate calculation.

1997 FEHB Proposal Instructions

A. Provide the following maierial by May 3, 1996:

SIIEnge-Taleg - Provide a copy of a fu!ly executed employer group
ccmtrac'; ::vzéc:zx:zzzg the highest level of coverage offered for 1966.

2. Community-rated Plans - Provide a fully executed copy of the community benefits
package {aka rnaster group contract or subscriber certificate) that describes the
community benefits package, and riders, purchased by the greatest number of the
plan’s non-Federal subscribers in 1996, If the community benefits package we
currently purchase is not the same one, please also send us a copy of the package we

do purchase,
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B. Provide the following by May 31, 1996, to document your proposal;

1. Experience-rated Plans - It is OPM's intertion (0 ¢ontinue 10 purchase the highest
level of coverage offered to emplover groups by your Plan (or current FEHB benefits.
whichever is higher). If vou have not made changes to the highest level of
coverage submitted in response to A(l1) above, then submit o statement to this
effect, along with an additional copy of the benefit description, If you have made
changes, submit a copy of the new 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.

2. Community-rated Plans - It is OPM’s itention o purchase the same community
henefit package that covers the majority of your plan’s 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, vou must propose
the core package of benefits purchased by a majority {or the iargest number) of plan
subscribers or contract holders {not members or emplover groups.} Also note that if
we fater determine that the community benefits package you submit is not the
community benefits package purchased on behalf of the majority, your (997 FEHB
rates will be subject to adjustroent in accordance with the Federal Employees Health
Benefits Acquisition Regulations (FEHBAR).

Descriptions of community-based riders and other additions to the basic package
that refiect previously agreed-upon modifications or mandated additions to the
community package, must be appended. Riders {optional benefits not sold to all
plan groups) that are incorporated in the community package must he identified.
This material must evidence all benefit changes proposed for the FEHB Program for
the 1997 contract term except those still under review by your State as deseribed in
Item D below,

C. To simplify our comparison of your 1997 community benefits package proposzl and
the benefits package currently purchased for the 1996 contract term, please attach a
chart displaying the following information:

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

2. Ddifferences in copays, coinsurance, numbers of days of coverage and other levels
of coverage berween one package and the other;

3. Whether the costs of the differences ar (1) and (2) are included within or are in
addition to the community rate charged to the other groups that purchase this
community benefits package, and to the FEHRB Progran:

H

4. The number of subscribers/contract holders whe currently purchase each package.
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Describe the procedure in your State for filing and/or obtaining approval of
community benefif packages and changes. If filidg and/or approval is required,
provide a copy of the plan’s muost recent submission applicable to the community
benefits package you submit 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 bave not been specifically addressed in previous negotiations with OFM,
Please note that we will accept proposed benefit changes only if: (1) the changes were
submited to your State prior to May 31 and (2) approval is obtained and
documentation of the approval is submitted to OPM by June 30, 1996, If State
approval is granted by default, i.c., 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 number of the State official responsible for review of your plan’s benefits. If
your plan operatés in more than one Saite, provide this information for each Sate,

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

Benefit Changes

1. Describe the existing benefit and how you propose to change it. Siag the
proposed brochure language, including the "How the Plan Changes” secuon. Be sure
to show the complete range of the change. For instance, if the Plan is proposing
elimination of its hospitalization copay, indicate whether this change Wzﬁ a;;gsly )
hospitaiizations under the emergency and mental health benefits. ¢

one change to the same benefit, present each change on a separaie worksheet,

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

3. State the acwanal value of the change, and whether the change reprasents an
increase or decrease in {a) 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 parr of the plan’s 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 imroduced 10 other employers (e.g., group remgwal
date). State what percentage of Plan contract holders/subscribers now have this
benefit and the percentage you project will be covered by January 1997,

~
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5. Has the change been submitied 10 and approved by the appropriate State
authoriues? If so, when? Supporting documentation must be submitted {see Iem D
above).

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

a. Is it 2 community rider (offered © all emplover groups at the same rzitc)’?

b, State the percentage of the Plan’s subscribers/contract holders who .
nurchase this now and the percentage you project will be covered by next
lanuary 1. What is the maximum percentage of all your subscribers/contract
hoiders you expect to be covered by this rider and when will that occur?

¢. Inciude the cost impact of this rider as a biweekly amount for Self Only
ardd Seif and Family on Attachment 2 of your rate calculation. 1If 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 Attachment 2 o
your rate calculation.
t
&. Will the change require new providers {e.g., dental, visior;? Furnish an
updated provider directory that includes these new providers.

Benefit Clarifications

1. Show the current and propossd language for the benefit you propose o
¢lanfy; reference all portions of the brochure affected by the clarification,
including the "How the Plan Changes" section. Prepare a separate worksheet
for each proposed ¢larification.

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

Please noie that we consider a benefit change 0 be an increase or reduction, howaver slight,
in the level of coverage of a benefit shown in the plan’s current FEHB brochure, ¢.2.,
changing the number of days for a prescription drug supply from 31 1o 30 days.
Clarifications, on the other hand, comprise changes in wording which do not affect the leve]
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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Part Three - Changes in Service/Enrollment 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 to the FEHB will remain available to our members
for the 1997 contract term. You must inform us of any expected changes. See Part {}zxe if

you are proposing separate service and enrollment areas for 1997,

Service/Enrollment Area Reductions - Explain the reason for and provide
supporting documentation (¢.g., withdrawal notice from medical group)
regarding any proposed reduction to the plan’s service/enrollment area. Does
this reduction apply only to the Federat group? Describe precisely, and
provide & map of, the area to be eliminated.

Service/Enrollment Area Expansions - The Plan must propose any
seryice/enrollment ares 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
extend further because of printing deadlines we must meet in order to include
approved expansions in the FEHB Guide.

Redesignation as a Mixed Model Plan - If your Plan formerly operated 45 a
Group Practice Plan (GPP} or Individual Practice Plan (IPP) and now offers
both types of providers, redesignation as 2 Mixed Model Plan (MMP) may be
appropriate.  You must request redesignation and describe the delivery system
that has been added, .

Please note: We require that you certify that the information you provide us concerning
your delivery system is based on providers with whom you have gxecuted comracts; letters
of intent are not acceptable in lieu of executed contracts. We also require that you cerify
that all contracts with providers contain a "hold harmiess” clause. Use the certification form
at If1-5.

Important Notice: If your Plan has an enrollmemt area reduction or a new rating area is
established that requires current Plan members to change enrollment codes, new codes will
be assigned and there will be a total positive re-enrollment of all of the Plan's FEHB
members during the 1996 Open Season.

OPM will evaluate your proposal in accordance with these criteria: legal authoriry o operate,

adequate access o plan doctors and hospitals, and plan ability 10 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 ;xrapasad service area expansion by zip code, county, ¢ity or 1own.
Please note that in general, FEHB service and enrciiment areas must be the same
(except as noted in Part One, 1. of this enclosure}. 5.

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

3. In addition 10 the access 1o providers within the proposed expansion you describe
in C. below, be sure to describe access to care in contiguous areas within your
existing service area. Show the distance in miles/minutes from the furthest point of
the new service area to current locations of Plan primary care doctors and to
contracting hospuals in your existing service area, (If your plan is a GPP, show the
distance 1o a 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 both the Service/Enroliment Area description and "How
the Plan Changes” section, '

B. Authority to operate in proposed area:

1. If the new area is not contiguous 1o your cumrent 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 detaif.

2. Please provide a copy of the State approval document authorizing you 1o 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 State approval has not been obtained, note the June 30 deadline for our receipt of
this documentation.

. Access to Providers - Please submit centified statements (signed by an authorized
contracting official) of the following information concerning the availability of services in
your proposed expansion, for each zip code, courty, ¢ily or town, as described in your
proposed service area expansion. Please note that a provider directory is not sufficient.

1a.  The number of primary care physicians in the proposed area with whom you
Have executed contracts.

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 executed
contracts.

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

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

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

4. The average drive time to a primary care doctor.

5. The average drive time to a specialist.

6. 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 to access, etc.).

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

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

If you are adding a GPP component to an existing [PP 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
prepaid 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 Plan", if appropriate) to reflect the proposed changes.

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

1. Do you require all members of a family to use the same delivery system, or may
some members of a family use GPP doctors while others use IPP doctors?



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 during 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 (cemters)? If yes, will you waive the limit for FEHB members?
How soon is a requested change effective? *
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Federal Empioyees Health Benefits Program
Service Area Expansion Certification

I hereby centify that the auached service area expansion proposal has been prepared in
accordance with the requirements found in Part III, Changes in Service/Enrollment Areas,
located in the FEHBP Lener 96-08B. Specifically,

}‘

I All provider contracts have hold harmiess provisions in them.

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

3. All of the information provided in response to Pant I11, Paragraph C (Access o
Providers) is accurate a5 of the dawe of this centification.

Signature of Plan Contracring Official ) :

Title

Plan Name

Date



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

A, Your FEHB Brochure - As in past years, we expect you to typeset and primt your
brochures for the FEHEB Program. The brochure production schedule and the distribution
deadlines that must be met remain unchanged. Last year, we awomated the process and no
longer exchange typeset brochure proofs. Carriers will again bear full responsibility for the
accuracy and timeliness of their FEHB brochures, and will be held accountable for any
brochure errors.

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

As was indicated in the call letter, we are refining the process for producing the 1997
brochure. We will advise plans 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 refined process will be
forthcoming. ‘

Once the benefit negotiation process is complete, we will provide vou with a disk conmaining
the language that is to be printed in your 1997 brochure, along with two paper copies of the
information. The paper copies will be accompanied by a centification (2 copies) that
indicates that the attached document reflects our agreement and is to be the language used in
the brochure. The certification will be signed by OPM and by an authorized contracting
official for vour plan, and will be inserted in your 1997 contract as the contractual statement
of benefits and related conditions for your plan for 1997,

After the cenificate is signed, you are free to 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 responsible for assuring that the brochure is accorately 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 fipal printed brochure, Afier printing the
brochure, please send 23 copies 1w your OPM contract specialist.

If we discover unauthorized material changes to benefits or language in your printed
brochure, you will be required o reprint and redistribute corrected brochures at your
expense, In addition, you will be required to notify ail 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 priming and distributing addendum sheets containing
corrected brochure language, rather than reprinting the brochure. Your OPM Contracting
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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 FEHR
brochures. Please take appropriate steps during brochure production to assure the
gecuracy of your brochures.

B. Rates - We will provide you with a rate sheet sirailar 1o the one we provided last year,
You will need 1o insert copies in the brochures you send to your members and 1o ail §.
distribution paints, including the amwitant shipping point in fowa. The rate sheet will be
available when rates are reicased, after the enrollee and Governmem shages have been
caleulated, after September 8. Paper specifications will be forwarded with the printing
specifications for your brochure.

C. Reimbursement of Printing Costs - As in previous years, we will reimburse
community-rated plans for costs associated with printing the quantity of brochures that we
authorize the plan 10 print. These charges to the FEHRP will be accounred for as parnt of the
rate reconciliation process. We will not reimburse the costs of printing other open season
materials such as provider lists or pamphlets, or of brochures, addenda, or other
informational marterials required o correct brochure printing errors.

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

Penalties will be assessed for errors based on the significance of the error. Plams will also be
required i take appropriate corrective action (at plan expense) io assure that FEHB members
receive the correct information. Penalties and the cost of corrective action are not
chargeable 10 the 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 50 percent
of your brochure printing ailowance,

The cost of reprinting and distribution of corrected brochures, addendurm sheets, or other
required corrective action will not be reimbursed or chargeable to the FEHB conwract, 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 Distribution - In the past we've experienced problems with
plans failing to ship requested brochure quantities 10 OPM’s delivery point in lowa City in a
timely manner and, less frequently, to Federal agencies, Most FEHB brochures were
deliverad on time. If your Plan does not ship timely, you may be subject to the penaities
cited in Item D above (The penalty will be increased as warranicd by the delay.). If your
plan is community-rated, the penalty will be deducted as a part of the rate reconciliation. In
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addition, if your plan is experience-rated, your fatlure to ship timely will be raken into
consideration in determining your service charge. To avoid such actions, please make timely
shipping to Towa City and Federal agencies a priority when you distribute Plan brochures this
Fall.

Be conscientious and avoid these penalties!

Many FEHB plans are affilisted with other FEHE plans, or 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 in order to find ways
coordinate your efforts, increase efficiency, and climinate duplication of efforn.
Newly-approved FEHB plans producing FEHB brochures for the first time can benefit from
the puidance and experience of related affiliaste plans who have produced FEHB brochures
previously.
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) {Hfice of insuranca Programs

All Carriers

FEHBP Letter No. 95.7 Date March 13, 1995

SUBJECT: Arnnual Call Letter for the 1888 Contract Year

This is the annusi call for proposed benafit and rate changas from plans |
participating in the Faderal Employees Heeith Benefits (FEHB} Program. As in the
past, this call latter states sur goals and procadures for the upcoming negotiations.

Under 5 CFR 890.2G3tb}, requasts for the contract term beginning Januery 23
1986, will be considered through May 31, 1895, We will not consider
supplemental requests for chenges submitted after May 31, unless they pertain to
proposed rates and based on date unavailable et the time of submission.

To assure a timely Open Season, we will begin negotiatione upon receipt of
requests for benefit and rate changes. Specific instructions concerning information
required to support requests for rate changss will follow shortly,. We will operate
under a schedule that will sansure completion of all negotistions {benefits snd rates)
by August 16, 1995, ‘

We are proposing no new bonefit initiatives for 1996.
Fee-for-Service Plens

Wa are not seeking Program-wide benefit changes. Banefit improvements will be
eccepted only to the degres that they are cost neutral.  Savings from managed care
initiatives must accrue to the FEHB Program.

Fee-for-Service plans are encouraged to expand their existing PPO arrangements
and the services provided under such arrangements. We elso expect camriers to put
in place procsdures to cepturs discounts from bills presented, where cost effective
to do $0,



We ere changing Fea-for-Service prototyps language to substitute the term
"Flexible Services Option™ for "Large Cass Management.® This term more aptly
describes the actusl henefit, and Fee-for-Service plans are encouraged to utilize this
provision to cover cost effective, medically necessary services {such as medical
foods and nutrition therapy} thay do not otherwise cover.

Prepaid Plans \ e

We are not seeking Program-wide benefit changes. We will accept carrier-initiated
benefit changes only to the degres that they reflect chenges in the carrier’s
community package which we purchase. All prepaid plans must meet our minimum
bensfit requiraments provided in the atteched enciosure.

Proposals for service ares sxpansions snd/or new rating areas for 1996 must be
summarized in your cover letter. We will not consider any new rating ereas or
service area expansions not proposed in your May 31 submission. Proposals for
additional rating areas must also be presented in your rate submission,

Common Coverage Issues

We will not accépt any proposals for second options.

V' Requests for benefit changes and clarifications must be in writing and signed
by en authorized contracting official of your Plan, .

v Proposed benefit changes must be pracisely described and supported by
actuarial justificetion.

v We have in the past raquested that your benefit changes and clarifications
submissions be submitted in a specific format. This format is now
mandatory.. Specific instructions for submitting vour proposed changes and
clarifications are included in the attached enclosure.

v Proposed brochure language must be submitted with your request for benefit
changes and clarifications. Instructions for subsnitting your proposed
brochure language are included in the attached enclosure, You must include
language for & "How Benefits Change in 1996" page, as well es lenguage
describing how the proposal affects bensfits, exclusions, limitations,
dsfinitions and procedures. Your proposed language should be clear and in
plain English.

Additional benefit proposal instructions appear in the enclosure,



Send your proposals to:

{Overnight delivery) {Reguiar mail}

Office of Personnel Management Office of Personnel Management

QOffice of Insurance Programs . Office of insurance Programs

1800 E Street, NW., Room 3433 P.O. Box 707

Washington, DC 20415 Washington, DC 20044 i

Wa will evaluate your benafit propesal according to the hesith needs of Federal
enrolless, the effectivensss of your utilization and cost controls, the economic
consequences of the proposal and the efficiency of your administretion of the FEHE
contract.

Brochures

We have reengineered the process by which we produce the brochures. In the
past, the Office of Insurence Programs has worked very closely with the carriers in
the actusl production of the brochure, including giving the "ok to print™ at the and
of the process. This year we will concentrets our attention on the benefit
proposals, obtaining agreement with the Plans on those proposals, and perfecting
language so that we clearly communicate the coverage in a manner that is easily
understood by our customers. Plans will have sole rasponmbstmg for preparing the
camera ready proof and printing the brochure.

We will provide plans with the 1996 mandatory language that must appear in all
FEHB brochures. The information will be in an sutomated form, on 8 computer
disk. Any changes from the 19985 mandatory language will be in bold for easy
recognition of the changes. Plans are not permitted to modity the mandatory
language.

Flans will add the exact text of their 1995 brochure to the 1998 mandatory
languege thay receitve from OFPM, This information will form the platform on which
the Plans will reflact their desired changes for 1996, {Plans cannot change the
rmandatory language provided by OPM.}

Plans will reflect their proposed benefit changes or clarifications by adding new
taxt, proposing revised text, and flagging sections to be deleted. Now text is to be
added in boldfece. Whan exigting text is clarified it will appear twice. The old
text, now proposed for revision will appear with updetlining. The new, revised,
taxt proposed as the replacement will appear in boldface. When Plans propose to
delete text, the ianguage to be delated should appear in underline. In summary, all
language that you propose to delete or change must ba shown in yunderling (do not
delete any existing brochure language}. All naw isnguage (or changed language)
that you are proposing to add for 1936 must be shown in boldface. Boldface and
underlining are not to be used in your submission except as spacified hera.
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This information will be submitted to OPM on disk. We will then revise it as
necessary to reflect the result of our negotiations with you. When the benefit
negotiation process is compiete, we will return on disk an updated version that
contgins the language that is to be printed in your 1996 brochure.

We will return the disk along with two paper copies of the information. The paper
copies will be accompanied by a certification {2 copies) that indicates that zha
attached document reflects our agreement and is to be the language used in the
brochure. The certification will be signed by OPM and by an authorized cantracﬁng
offical for your plan, and will ba inserted in your 1896 contract as the contractual
statement of benefits and reiated corxiitions for your plan for 1898,

After the certificats is signed, you are free to proceed with the layout and printing
of your brochures. Rates will not be included in the brochure, but es in 1995 are
to be printed on a separate sheet 10 accompany your brochure at the time of _
* distribution. Plans will be responsible for ensuring that the brechures conform to
the agreements reached on benefits and the instructions for printing the brochure,
As in the past several yeers, OPM will levy penalties on plans that deliver their
brochures late o lowa City,

E
Material errors in brochure benefit descriptions will require prompt corrective action
as soon as the error is discovered, even if this occurs after the brochure is printed.,
it Is in the best interests of FEHB camiers, FEHB enrolleas, and the FEHB Program
to detect and correct all such arrors before the brochure is printed, and carriers will
now baar sole responsibility for doing so. We appreciate past efforts and support
you gave us to assure brochure accuracy and timely distribution.

Any information included in your proposal will be subject 1o public disclosure after
negotiations with all carriers are completed and new contracts are announced.
Please identify each item in your proposal that you belisve is exempt from
dis€losure under the Freedom of Information Act. Also, specify which exemption
you believe applies to that item and give full justification for your belief that the
exemption epplies,

We will decide on disclosure when & request for information is made. We will base
our decision on the justification for nondisclosure you submitted with your letter. If
we release any information that you believe is exempt from disclosura, we will
inform vou before it (s disclosed,



We will send 1996 FEHB contracts to each FEHB carrier in time for the contract to
be fully executed prior to the beginning of the contract year. Additional
information and requirements will be sent to you shortly. All 1996 contracts, and
contfracts and amendmants for prior years, are sxpected to be signed before the
1996 contract year begins. Your assistance in this offort will be appreciated.

Sincerely,

Lucretia F. Myers
Assistant Director

for Insurance Programs

Enclosures
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WEEH BP Le;ter . U.S. Office of Personnel Management

All Carriers

Otfice of Ingurance Programs

FEHEAP Letter No.  84-04 Date Magarch 24, 1994

-

SUBJECT: Annual Call Letter for the 1985 Contract Year

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 goails and procedures for the upcoming negotiations.

Under 5 CFR 890.203(b}, requests for the contract term beginning Janvary 1,
1998, will be considered through May 31, 1984, We will not consider any
supplemantal requests for changes submitted after May 31, except those pertaining
to propused rates and based on data not available at the time of submission,

To assure a timely Open Season, we will begin negotiations upon receipt of
requests for bensfit and rate changes. Specific instructions concerning information
required t0 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 15, 1984,

Guidance on Benefits

In fight of the President’s propasal to completely reform the national health system
and the ensuing debate we want to maintain the current stability of the FEHP
Program. We are not encouraging major changes to the FEHB Program or 1o the
benefit packages offered by participating FEMB plans. Itis our intent that the
benefits we negotiate this year will remain in place for the 1996 contract term as

well, and that we will not accapt any benefit changes for 19986, aithough rate
negotiations will take place next year as usual,

This year, we hope 1o put our efforts into brochure improvements for ease of use
and clarity, We have therefore limited our benefit initiatives to those designed to

correct certain operationel discrepancies ncted in the past and minimize adverse
selection factors where possible.

The details for OPM’s benefit initiatives for the 1995 contract follow.



Fee-For-Service Plan Igsues

A. COST SENSITIVITY-~Containing price increases is one of the paramount issues
facing the FEHB Program as well as the country. Consistent with our policy in
recent years, we expect cost increases related to benefit adjustments as 2 result of
OPM initiatives will be kept at zero or the lowest level possible. Benefit -
improvaments initieted by the carriers, including managed care initiatives, will ?:sa
accepted only to the dagree that they are matched by raductzens

We continue to encourage expansion of PPO arrangemems, in terms of availability
of PPO providers to enrolleas and coverage provided. In addition, carriers are
gxpectad to obtain the lowest price available for all goods and services, inciuding
those of non-PPO providers. All carriers must put in place procedures to capture
discounts from all bills presented and/or contract with vendors to do this. You
must describe these procadures in your benefit submission to us.

B. BENEFIT INITIATIVES

1. Madicare Part B Limiting Charge~The Omnibus Budget Reconciliation
Act of 1993 {(OBRA 83) applies the Medicare Part B limiting charges for ,
physicians” services to retirees enrolled in the FEHB Program who are €5
vears of age and older and who do not participate in Medicare Part B. OBRA
90 amended the FEHB law effective January 1, 1982, to require fee-for-
sorvice FEHB plans to apply the Medicare Part A limitations on payments for
hospital charges when FEHB benefits for the same service are provided to
ratired FEHB enroliees who are age 65 and older and are ineligible for
Medicare. OBRA 93 applies the Part B schedule limits for physician services
in the same manner, effective January 1, 1995, We will write to you
separately with additional details,

2. Mental Health—Fee-for-service plans that have lifetime maximums for the
freatmant of mental condifions must sliminate them for 1885,

Prapaid Plan fssues

A. Opt-Out Benefits--We balisve that out-of-plan Point of Service or "Opt-Out”

benefits offered by prepaid plans help introduce the concept of managed care to
persons who would not generally consider prepaid alternatives. Consequently, if
you already offer an approved opt-out package to your non-Federal enrgllees and

wish to offer it under the FEHB Program as well, we will be happy to consider such
a propossi.

B. Stability of Benefit Packages--As previously indicated, we anticipate allowing no
benefit changes for 1996. Wae therefore expect all prepaid plans to maintain ¢
stable bensfit package for their Federal members. Any prepaid plan that anticipates
changing its basic community package, the number of rating areas, plan typs {GFP,
PP, MMPY, or a merger/consclidation with another entity during this timeframe
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should indicate the change in its proposal and describe it in as much deta;i as
passuble, au that its anticipated effect can be taken mtu account in negotiations,

C. Separate Service end Enrofiment Areas--Up w now we have required Faderal
enrollees to live within a prepaid plan’s OPM-appwved service area in order 10
enroll in that plan. We are changing our policy in this area. For 1885, we will
accept proposals from prepaid plans to set their enrollment area for Federal
members equivalent 1o the plan’s enroliment arez for its commercial members. . For
example, if your commercial enrollment policy is to permit the enroliment of
persons who either live or work in your service area, you may do the same for
FEHB enroliees. Additional guidance is provided in the attached enclosure.

Common Coverage issues

A. immunizations for Chiidren—-All FEHB plans will provide coverage for childhood
immunizations. These benefits may ngt be made subject to deductibles or
coinsurance/copaymants. Benetits for associated office visits may, howsvar, be
subject to such cost sharing.

B. Mental Mealth and Substance Abuse Benefits-Consistent with our pelicy in
recent years, current levels of benefits will not be reduced. In addition, all lifetime
banefit maximums for treatment of mental conditions must be eliminated. All plans
must provide mental health benefits at feast covering the equivalent of 50% of the
cost of 30 inpatient days and 20 sutpatient visits per calendar year. [npatient days
can he exchanged for outpatient day treatment at the rate of two day treatments
for each inpatient day. Frepaid plans that currently have combined mentsl health
and substance abuse benefits must offer benefits that covar 30 inpatient days and

- 20 outpatient visits for each category.

C. Dental Banefits--Consistent with our policy in recent years, we will not accept
any increases in dental benefits for 1885 by fee-for-service plans. We will not
consider nsw dental benefits or enhancements to current dental benefits by prepaid

plans unless they are an zntegral part of the commurnity package and offered at the
community rate.

D. ABMT for Breast Cancer—We do not feel we can require all FEHB plans to
provide coverags for high dosa chemotherapy with autologous bone marrow
transpiant (HDC/ABMT) for the treatment of breast cancer at this time. Howaever,
in fight of the ongoing controversy over this treatment modality and our desire to
be responsive to the needs of our enroliees and their family members, we want to
discuss the issue with all of you and reach a consensus on what to do FEHB-wids,

Please be advised that we will not hesitate to make changas in our requirements in
this area once clinical evidence establishes the efficacy of this procedure. We will

expect all FEHB pians to immediataly comply with those requirements, including
changing coverage in mid-year. .



Brachures

All plans will typaset their FEHS brochures again this year. The typasetting
schedule for 1995 brochures is similar to last yeer. We will provide you with
additional instructions concerning production and distribution of brochures under
separate cover. When you receive the manuscript of your 1995 Plan brochure,

. please typeset it as scon as possible and forward the first proof to OPM not later

than May 2, 1894, i

We appreciats the support we received from FEHB pians last year, Because of the
sfforts put forth, most brochures were distributed timely. Last year only a few

plans failed to timely deliver requested brochures to NCS, our distribution center in
lowa City, lowa,

We remind you that OPM levels a penalty on plans that are late in delivering their
brachures. Wa will also assess additional penalties of at least $500 for failure-to
camply with our reguired brochure production procedures, such as when a plan
certifies an erronsous brochure proof, or when unauthorized alterations {intentional
or unintentional} appear in production brochures, Additional guidance is provided in
the attached enclosure.

Submission of Proposals

v Requests for benefit changes and clarifications must be in writing and signed
by an authorized contracting official of your Plan.

v Proposed benefit changes must be precisely described and supported by
" your best estimate of their impact on premium rates. Only changes
supported by actuarial justification will be considered.

v Proposed brochure language must be submitted with your request for benefit
changes and clarifications. Specific instructions for submitting your
proposed brochure language are included in the attached enclosure. Be sure
1o include language for a "How Benefits Change in 1895 page, as well as
language describing how the proposal affects benefits, exclusions,
lisnitations, definitions and procedures. Your proposed language should be
set forth in plain English and reflect the proposal accurately and clearly.

Additional benafit proposal Instructions appear in the enciosure,
Proposals submitted by overnight delivery should bs sent to:

Otfice of Personnel Management
Office of Insurance Programs
1900 E Street, NW., Room 3418
Washington, DC 20415



v

Proposats submitted by regular mail should be sent to:

{Otfice of Personnel Management
Office of Insurance Programs
P.O. Box 707

Washington, DC 20044

Evaluation of Proposed Benefit Changas

Your bensfit proposal will be avaluated according to the hsalth neads of Federal
enrollees, the effectiveness of your utilization and cost controls, the economic

consequences of the proposal and the efficiency of your administration of the FEHB
contract.

Disclosure Policy Under Freed formatio

Any information included in your letter will be subject to public disclosure after
negotigtions with all carriers are completed and new contracts are announced.
Please identify each item in your letter that you beliave is exempt from disclosure
under the Fresdom of information Act. Also, specify which exemption you believe
appiies to that item and give full justification for your belief that the exemption
applias.

We will decide on disclosure when a request for information is made. We will
make our decision based on your justification for nondisclosure submitted with your
lottar. if we decide that any item of information that you belisve is exempt from
disciosure 15 not exempt, we will so inform you before it is disclosed.

1995 FEHB contracts will be sent to each FEMB carrier in time for the contract 10
be fully executed prior to the beginning of tha contract year. Additional
information and requirements will be sent to you shortly. 1998 contracts, and all
contracts and amendmenis for prior years, are expected to be signed hefore the
1995 contract year begins. Your assistance in this effort wili be appreciated.

Sincgfe

i §

F Lucretia F, Myers
Assistant Director
for Insurance Programs

Enciosures
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"?‘A."f United States
6 Office of |
AV Personnel Management  washingon, D.C. 204150001
I Bayviy Rafaer To Yiour Ptbtbinit
CARRIER LETTER 91-16 MAR-31 o

Dear Carrier:

This ip the ammual ¢all for proposed benefit and rate changes

- from plans participating in the Federal Employees Health Benefita
{FEHB} Program. As in the past, this year's ¢all letter states
ocur goals and procedures for the upcoming negotiations.

Under § CFR 8?8,§§3(b}, requests for the contract term beglnning
Jamuary 1, 1994, will bhe tonsidered through May 31, 1993, We
will not consider any supplemental regquests for changes submitted

after May 31, except those pertaining to proposed rates and based
on data not avallable at the time of submission.

To asgure a timely Open Seagon, we will begin negotiations upon
recelpt of requests for benefit and rate changes. Specific
inatructions concerning information required £o support reguests
for rate changes will follow shortly. We will operate under a
schedule that will ensure completion of all negotiations
{benefite angd rates) by August 13, 1993,

Guidance on Beneflts

All FEHR members should be assured of a reasonable level of
benefits. Our goal is to rationalize the benefit packages in the
FEHE Program so that very small benefit differences do not
influence behavior. In addition, we hope to minimize adverse
selection factors and where possible improve the alignment of
coverage §¢ that copsumers can make decisions based on facts

without the fear that gubtle benefit language will cause blg
gurprises.

The detalls for 0PMis benefit iéitiativas for the 19%4 contract
follow, )

COM Tr4id
SR T



Guidance f0r Feo-Por-Service Plans

A, MANAGEMERT INITIATIVES---Health care costs are driven by both
benefit and administrative costs. Carriers must encourage good
management practices wherever possible.

1. We encourage the use of paperless trangactiones and |
innovative benefitr designs that would be copt effective and
deliver better customer services,

2. ¥We will allow enhanced service charges for carrier
initiated cost reductions. Within the confines of the
structured approach to profit, we will share savings
generated by contractor proposed adminiatrative expense
reductions not previously negotiated. The savings will be
formula driven with up to 10% ©of the documented first year
pavings and up to 5% of the continuing savinga for up to-two
additional years.

3. Carriers are directed to review major wvendor costs for
posaible reductions.

B, COST SENSITIVITY---Containing health care price imcreases is
one of the paramount igsues facing cthe FEHB Program as well as
the country.

1. Cosgt increases related to benefit adijustments as a
result of OPM initiatives will be kept at zero or the lowest
level posalible.

2. Benefit improvements initiated by the carriers will be
accepted only to the degree that they are matched by reduc-
tions. However, since we are encouraging managed care
initiatives, we will comnsider Plan initiated benefit
improvements up to 25% of the savings resulting from new
managed care initiatives. (OPM will not congider enhance-
ments to dental benefits.)

3. {Carriers are to actively establish or promote the expan-
sion of existing PPO arrangements in terms of availability
to enrcllees as well as coverage provided. In addition, OPM
is aware that price concessions are available from non-
network providers, e.g. hospitals, so carriers are expected
to obtain the lowest price available for all goods and ser-
vices, ingcluding non-PPO providers., If you currently have
such price concessions in place, please indicate their
extent in your rate proposal.



. BENEFIT INITIATIVES---OPM ia not proposing, nor will we
accept, any mador benefit initiatives for 1994 in view of the
current debate on health care reform and our deslre ro assure the
continued gtability of the FEHR Program.

1. Combine Inpatient Dootor (Burgical and Other)
Relxburgement Levels--FFS plans must equalize levels of
benefits for all inpatient doctor care. Unequal benefit
levels do not seem logical and may encourage surglical care.

2. Cembhina Outpatient Doctor Reimburgement Lavalsw¢§he same
rationale as indicated above for inpatlient doctor care holds
for the outpatient side. In view of this, all FP8 plans

mgt equalize levels of benefirs for all cutpatient doctor -
care.

3. Diagnosis and Treatment of Infertility--All FFS plans
are to provide benefits for the diagnoeis and treatment of
infervility problems. This does not mandate coverage for
ART procedures {artificial reproductive technology -~ Buch as
artificial insemination, in vitro fertilization, and embryo
tranafer}.

¥
4. Preventive Care in FFS Plang--Over the last several
yvears OFM has mandated certain benefits to expand the
coverage of cost-effective preventive care. Within the cost
regtraints outlined earller, we encourage plans to add new
preventive benefits. We recommend FFS plan preventive care
packages Include the following: )

® Well child care (visits, tests, immunizations)

® Blood lead level screening for children

® Pregnancy Rlsk Management Programs with incentives
for participation

® Group B streptococcus infection aoreening of pregnant
women

® Coverage of smoking cessation druge and medications

# Cancer screening (breast, cervical, colorectal &
proatatel ’

Guidance for Prepaid Plans

A. Transplant Benefits--All Prepaid plans will cover non-
experimental livey transplants., Additionally, all Prepaid plans
will provide benefits for donor expenses (medical and surgical)
associated with any covered transplant, subject to coordination
of benefits with any coverage the donor may have.



B, Drug Formularles--0pPM will perm&: prescriprion drug formu-
laries (& set list of drugs) to be used to harnmess the cost of
dyuy benefits. Many Prepaid plang have evaluated value-based
purchasing and have developed a formulary to maximize their
findings. This has not led to buying the cheapest drugs based on
wholegale ¢ogt, but on buving the hesgt drug, looking at copt as
well as other attributes {(dosage, how it affects the total cost
of an episode of care, and qualicy of life perapectives).
Prepaids may propoge $O use the Plan formulary for f£illing pre-
scriptions, but OPM will require the Plan vo honor prescriptions
written by Plan providers for druge not on the formalary. (Per-
mitting the uge of a formulary does not reduce the range of drugs
that OFPM requires to be covered, affect drugs prescribed out-of-
Plan under Emergency Care henefits, or permit annual or lifetime
maximum bepefits to be imposed under the FEHMB,)

c,' Daxtal Cara--OPM will not consider new dental benefics or
snhancements to current dental benefits unless the benefit is an
integral part of the community package.

Common Coverage Issuves .

A. Mantal Health and Substance Abuge Benefits--Currant levels of
benefits will not ke reduced. All plans nmust provide mental
health benefics at least covering the equivalent of $0% of the
cost of 30 iopatient days and 20 ourpatient visits per calendar
year. Inpatient days can be exchanged for gutpatient day
treatment at the rate of two day treatments for each inpatient
day. Prepaid plans that currently have combined mental health
and substance abuse benefits must offer benefits that cover 30
ippatient days and 20 outpatient visits for each category.

B, Extended are--Current levels of benefits will not be
reduced. All plang must provide a minlmum of 30 days extended
care coverage when full-time skilled nureing care is necessary
and confinement in a skilled nursing facility is medically
appropriate. This is critical for those patients who no longer
need the level of c¢are avallable in a hospital, but for whom it
ip medically inappropriate to discharge to a home setting.

¢. Disposable Heedles and Syringes--All plans currently cover
injectable prescription drugs. For 1384, all plans amust also
cover the needles and syringes needed to adednister covered
prescription drugs and medication.



). Howme IV Therapy--All plans must cover intravenous fluids and
medications for home use. Medical techmology now makes it
posgible for certain IV therapy to be safely performed at home
{puch as antibiotic and chemotherapy). Home adminlptration is
cheaper than administration at a hospital, but an expensive
alternative for an enrollee in a Plan that does pnot cover it out
of the hespital setting. Benefits will be provided when the IV
therapy ia part of a coversd home health care program or when the

fluide and medication are obtained thraugh the prepcription drug
benefit,

E. dGrowth Hormone Therapy-~All plans are to cover growth hormone
therapy. including the cost ¢f the growth hormopes. 'The cost of

growth hormones will be covered under the prescription drug
benefit,

F. Allergy Serum--All plans must cover the cost of allergy
serum. BSenefits will bhe provided for allergy serum obtained '
through the prescription drug beaefit or for the serum when 1t is
provided by the allergist treating the member.

Brochuxes i

. ¥
All plans will typeset their FERB brochures again this year. We
have accelerated the typesetting schedule for 1394 brochures. We
have encleosed the manugeript of your 13%4 Plan bhrochure. Please
typeset It as soon as possible and forward the firet proof to OPM
not later than May 1, 13%3. We have algo enclaaeﬁ a copy of the
1894 Brochure Production Schedule,

We appreciate the support we received from FEHR plang last year.
Because of the efforts put forth, most brochures were distributed
rimely. Last year only & few plaps failed to timely deliver re-
gquested brochures to NCS (our digstribution center in Iowa City,
Towa). We remind -you that OPM levels a penalty on plans that are
late in delivering thelr brochures.

We encourage plane to take advantage of the opportunity to offer
benefits not available through your FEHB plan, but that meet the
needs of certain individuals at preferred rates. Prepaid plans
that offer earcllment to Medicare recipients through a Medicare
rigk coatract should add information to the Non-FEHB Benelit
section in thedxr Plan brochure to let current FEHB members know
that they can enrcll through Medicare and drop theiy PEHB
coverage until a later time.



V’Raqueats for benefit changes and clarifications muat be in
writing and signed by an abthorized contracting official of
your Blan.

v Benefit changes must be precigely described and supported by
your best estimate of their impact on premium ratea. Only
changes supported by actuarial justification will be consi-
dered. :

v Proposed brochure language must be submitted with your
request for benefit changes and clarifications. A copy of
the first proof of the Plan's 1994 FEHB brochure muat ke
marked-up to reflect the Plan's preposal. Be sure to
include language for a *"How Benefits Change in 15384% page,
as well as language for how the proposal affects beneficts,
exclusions, limitations, definitions and procedures. Your
propoged language should be set forth in plain English and
reflect the proposal accurately amd clearly.

" Additional benefit proposal inmstructions appear in the enclosure.
Propogals submitted by overmight delivery should be gent to:
Office of Personnel Management
Office of Insurance Programs
1900 E Street, NW., Room 3415
Waahington, DC 20418 '

Propoaals submitted by regular mail should be gent to:

Office of Personpel Management
Office of Insurance Programas
P.O. Bax 707

Washington, DC ‘20044

Your benefit proposal will be evaluated according to the health
needs of Federal enrollees, the effectiveness of your utilization
and cost controls, the economic consequencses of the propesal and
the efficiency of your administration of the FEHB contract.



Any informarion included in your letter may be subject to public
digclogure after negotiatiops with all carriers are completed and
Dew contracts are announced. Please identify each item in your
letter that you believe is exempt from diaclosure undey the
Preedom of Information Act. Also, specify which examption ypu
believe appliles teo that item and give full Justification for your
bellef that the exemption applies.

We will decide on disclosure when a request for information im
made. We will make our decigion based on your justification for
nondigelosure submitted with your letter. If we decide that any
item of information that you believe is exempt from disclosure is
not exempt, we will so inform you before it is disclosed.

All coptracts for 1993 and earlier mugt be signed prior tc the
completion of this year‘*s benefit and rate negotiationa. 1394
FEHEB contracte will be sent to each carrier in time for the con-
tract to be signed by December 31, 1983, Additional information
and requiremente will be gent o you shortly. Your assistance in
this effort will be appreciated.

Sincerely,

a8

edinald M. Jones, Jr,
Assistant Rirector for
Ingurance Programs

Enclogures



