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Office of Inaunmee Ptogtems 

All Fee-for-Service Carriers 

\. 

FEHBP Letter No. 97-7 Date: March 31. 1997 
Prepaidl ] Fee for Service [7] 

Subject: Annual Call Letter for tbe 1!198 Contract Y_ 

This i. the annual call for proposed benefit and rate changes from plans participating in the 
Federal Employees Health Benefits (FEHB) Program. A. in the past, this call1ener states 

our goals and procedures for the upcoming negotiations. 

Under 5 CFR 890.203(b), requests for the contract term beginning January I. 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 iOSD"Uctions concerning information required to 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. 

Guidap"" lin Begwts 

Public Law 104·204. the Veterans Affairs· Housing and Urban Development Appropriations 
Act for Fiscal Year 1997. imposes. number of changes on all health insurance carriers. The 
guidance below on new benefit coverages includes the effect of this legislation on the FEHB 
Program. 

A. Fee-for-Serv"", Plam 

We are committJOd to providing Federal employees, retirees and their familie. with high 
.quality. comprehensive and affordable health care: Carriers are encouraged 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. Likewise. we expect carriers ro continue 
to encourage competition among subcontractors to reduce adminis.trative costs. 

As in past years. we will not a=pt pnoposals 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 ratJOd separately. 
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B. Prepaid Plans 

We will accept carrier-initialed 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. ., 

Proposals for service area expansions andIor new rating areas for 1998 must be suinmarized 
in your cover letter. We will not consider any oew rating areas or service area eXpIlIl!lions 
not proposed in your May 31 submission. Proposals for additional rating areas must also be 
presen!e<l in your rate submission. 

C. Common Coverage Issues 

• 	 Mental Healtb and Substance Abuse Benefits. Title vn of Public Law 104-204. 
the 'Mental Health Parity Act of 1996," provides that health plans, including FElIB 
plans, may not impose annual or lifetime dollar lintits on mental health benefits that 
are les, generous than sintilar limits for other benefits. This cbange in the law signals 
an interest in adequate health care coverage for menW illness as a matter of publiC 
pulicy. We encourage all carriers to fmd ways to take signifJCallt steps toward 
improving access 10 appropriate health care for those suffering from mental illness. 

III 1996. we required the elintination of lifetime dollar lintits on memal health 
benefits. Begimting with the 1998 contI1lCt year, all plans must eliminate any annual 
dollar limits on benefits for the treatment of mental illness, In addition, while not 
""I"ircd by law. we would like to see movement away from contractual day and visit 
limitations and high deductible, to improve access 10 appropriately managed care. 

Although plans will be required to remove dollar lintits. and we would hope day and 
visit lintitatioDS and high deductibles as well. we do not expect that plans will provide 
unlintited mental health benefits. 1lIdeed. we expect that througb judicious utilization 
management, plans can provide a higber level of care at no increase in cost. 
Awlrdingly, we will expect these benefit adjustments to be cost neutral across all 
plan benefits, at DO additional premium cost to the Program. Consideration should be 
given 10 accomplishing this gnal through the development of preferred provider 
mganizations of behavioral health care providers and innovative benefits design. The 
Mental Health Parity Act of 1996 does not apply 10 benefits for the treatment of 
aIooholism or substance abuse. 

• 	 Maternity Length of Stay. Begimting with the 1998 contI1lCt year. and in 
tIIXOrdance with Title VI of Public Law 104-204, the "Newborns' and Mothers' 
Health Protection A£t of 1996·, the mothei must have the option of remaining in the 
hospital for at least 48 hours after a regular delivery and 96 hours after a caesarean 
delivery. III 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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• 	 M_OIIl)' admission and length of silly. Similarly. we want to prevent women 
who must undergo mastectomies from being required by their health plans to have this 
surgery on an outpatient basis or (0 leave the bospital prematurely. Beginning with 
the 1993 contract year, an FEHB plans must provide a mastectomy patient with the 
option of having the procedure performed on lUI inpatient basis and remaining in the 
hospital for 'I least 48 hours after the procedure. 

• 	 MammogTaphy S<:n!ening. Consistent with the President's announcement, the 
FEHBP will follow the recommendations of the National Cancer Advisory Boald on 
mammogTOpby screening. Upon release of the specifIC recommendetions, we will 
oommunicate them to you by separate letter. 

• 	 Pre-e:dstlng conditions. Most plans in the FEHB Program do not have any pre­
existing coodition limits in their benefit structures. A few plans have specific 
limitations that apply only to cosmetic surgery or dental benefits. Public Law 104­
191, "the Health Insurance Purtability and Accountability Act of 19%," amends the 
Public Health Service Act 10 limil waiting periods for coverage of pre..,xisting 
conditions. Therefore, beginning with the 1998 contract year, if your plan contaihs 
any pre..,...ting condition limitations. please submit a benefits proposal that 
eliminates them. 

To the exten! the FEHBP experience-rated carrier's actuarial projections demonstnltl' an . 
increase in cost that would justify additional premium, we will entertain rate proposals 
related to any of the following: matentity length of stay, mastectomy admission and length of 
stay, and ~ting conditions, as described above. To the extent that the .. benefits are 
not included in the Prepaid Plan', community package, we will entertain proposals for 
actuarialJy demonstrated loadings. 

• 	 Puint of Service (PQS1 Prndul1/i, Plans may again consider proposing a Point of 
Service (POS) product as an alternative choice within an existing option. We believe 
this is an effective way to encourage people to try managed care with the 
anderstanding that they can still exercise the choice to go outside the nerwork 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 product, and it may be offered on a pUot basis 
within a limited geographic area. Plans that offered a POS product on a pilot basis 
begjnning in 1997 may propose an expansion of that product into additional 
geogTOphic areas. Although plans may propose a POS product that requires a positive 
cnrollee election, a tine differential will not be permirted for those electing the POS 
product. 

Plans' POS offerings should specify network arrangements, including gatekeeper 
provisiOns, and benefit differentials for in- and out-of-network services. In-network 
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POS benefilS may be more comprehensive tlmn 'he standard benefit package, excep, 
for dental and vision care. Favorable consideration wilt be based on faclOrs such as 
demonstrated experience with pas produclS by the sponsoring organiza'ion or 
network manager; presentation of an administrative/operational plan tlmt addresses 
issues such as enrollee and provider education, the interrelationship between the POS 
product and the ongoing fee-far-service prodUct; and presentation of • plan for 
evaluating pilot projeclS and expanding the POS product if it is successful. POS 
savings muS! accrue 10 the FEHB Program. : 

We will consider proposals from prepaid plans 10 offer a POS product only if the plan 
can demonstrate experience with a private seclOr employer who has purchased the 
product. As in past years, we will not aecept proposals for second options. A POS 
product will be considered within an existing option only and may not be rated 
separately. 

Prior Cove[age Certificates 

Beginning with the 1998 contract year, you will be required to provide certiflcateS to ' 
individuals de"'iling prior coverage as required by the Health Insurance Portability and 
Acccuntability Act of 1996. As soon as the Department of Health and Human Services 
regulations are issued we win give you more informa~ion about this requirement. 

Electronic Communication 

In the past year, we have moved away from using the mail to communicate with plans to the 
extent feasible. We transmitted many All Carrier Leiters by facsimile only and provided 
access to the FEHB Guide and plan brochures on the Internet. We wish to 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. 

SUbmission or Proposals 

-I RequeslS for benefit changes and clarifications must be in writing and signed by an 
authorized contracting official of your Plan. 

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

-I Benefit changes and clarifications must be submined in a specifIC formal. This 
format is mandatory. Specific instructions for submitting your proposed changes 
and clarifications are included in the enclosures. 
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.I 	 Proposed brochure language must be submilted with your request for benefit changes 
and clarifications. Instructions for submitting your proposed brochure language are 
included in the enclosure. You must include language for a "How Benefits Change in 
1998" page, as well as language describing how the proposal affects benefits, . 
exclusions, limitations. defmitions and procedure.. Your proposed language should 
be clear and in plain English and explain how the change will affect the (;Ilstomer 
from the customer', point of view. 

Additional benefit proposal instructions appear in the enclosure. 

Pi.... oote that we bave temporarily relocated. Send your proposal. to: 

(Overnight delivery) 	 (Regular mail) 
U.S. Office of Personael Management U.S. 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 

• 
Evalgation of Proooi!ld Benefit Changes 

We will evaluate your beoefit 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 

You 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 creatiog that disk are under consideration. We will give you more 
informalion about the process very soon. 

Small, Small ~, and Women-Owned SmaIl Business Subcontracllll!! 

We remain committed to the Government's policy of encouraging small, small­
disadvantaged. and women-owned small business subcontractiog In the performa.nce of 
Federal ageru:y COlllmcts. Therefore. il is important for both OPM and FEHB Program 
tarriers to continue 10 look for additional ways to expand relevant subcontracting 
oppommities. 

Lut 	year, We implemented a pilot project with the seven FEHB Program carriers that 
represent the greatest portion of total Prog[1llD 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 tarriers. we want to emplJasiza 
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.· 
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Employjoe Welfare Recipients 

Last summer. the President signed welfare reform legislation that imposed time limits. 
required work, and extended child and health care 10 .nable people 10 move from welfare to 
work, AI the same time. he called upon business to employ fonner welfare recipients in' 
appropriate roles, This month. the President issued a complementary directive to Federal 
agencies to take steps to employ former welfare recipients, In order 10 further this objective, 
we expect that FEHB carriers will look for. and use. appropriate opportunities 10 sopport this 
initiative, ThOugh no specific reporting mec.hanism is contemplated. FEfIB carriers can 
reasonably be expected 10 outline steps they have taken and results achieved in this area, 

DistIOSllre Policy Under The Freedom or InforIDllllon Act 

Any information included in your proposal will be subject to public disclosure .Iler 
negotiations with all carriers are completed and new contracts are announced, Please identify 
each item in your proposal thai you believe is exempt from disclosure under the Freedom of 
Infonnation Act. Also. specify which exemption you believe applies to that item and give 
full justification for your belief thai the exemptioD applies, • 

We will decide on disclosure when a request for information is made, We will base our 
decision on the justifICation for nondisclosure you submined with your leiter, If we intend to 
release any infonnation that you believe i. exempt from disclosure. we will infOrtD you 
before it is disclosed, 

EmlltiI!p of 1998 Conlracts 

We will seed 1998 FEfIB contracts to each FEfIB carrier in lime for the COntracllO be fully 
executed prior to the beginning of the COntracl year, Additionarinformation and 
requirements will be senl to you shortly, AU 1998 contracts are expected to be signed before 
the 1998 contract year begins, Your assistance in this effort will be appreciated, 

"':Avt,uV'v, 
Lucretia F. Myers 
Assistant Director 
for Insuranee Programs 

Enclosures 



Enclosure for Fee-for-Service Plans 


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 J 
through December 31, 1998. You are expected 10 propose benefit changes in accordance 
with the 'Guidance 'on Benefits" found in 'he call leiter. Ills import_nllh_1 _U Fee-for­
Service. plans review this entire enclosure. 

There are chree main parts to this enclosure: 

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

Complete and return the enclosed Certificate of Program Integrity - 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 scason 
documents will be sent 10 you by mid-April. These will include: ' 

1. Revisions to mandated (i.e., non-nego,iable) 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 to 
you in June, Your brochure quantities form, shipping labels, and related open season 
instructions will be sent to you in August. 
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.Part One - Guidance on Benefit Changes 


In keeping with the spirit of the call letter, carrier-initiated benefit improvements will be 
accepted only to the degree that they are cost neutral. Savings from managed care initiatives 
must accrue to the FEHB Program. WIlen you prepare your benefit proposal, review the 
eff""t of the propose<! changes on language throughout the brochure, such as on the Cost 
Sharing and Catastrophic Protection and Lifetime Maximums '''''tions of the brochure. : We 
prefer that benefil enhancements for the next COntrllcl term be limited to those described in 
the call letter. With this in mind, we offer the following guidance for the 1998 contract 
term: 

A. 	 Mental Hea1tb and Substance Ab_ Benefits. As indicated in the call letter. 
beginning in 1998. all plans must eliminale any annual dollar limits they have on 
benefits for the treatment of mental illness. This does not apply to benefits for 
inpatient treatment of alcoholism and drug abuse. In addition, we encourage plans to 
move away from contractual day and vi,it limitations and high deductibl .. for 
treatmem of menial conditions. All menial health benefit adjustments. however. must 
be cost neutral across all plan benefits. Plans are encouraged to accomplish this 
through the development of preferred provider organizations of behavioral health care 
providers and innovative benefits design. 

B. 	 Maternity and Mastectomy Length of StJly 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 after a caesarian delivery, at the mother'. option. 
Similarly, all plans must provide a maste<:tomy patient the option of having the 
procedure performed on an inpatient basis and remaining in the hospital for at least 48 
hours after the procedure. 

C. 	 Mammograpby Screening. «;:onsistent with the President's announcement, the 
FEHBP will follow the recommendetions of the National Cancer Advisory Board on 
mammography screening. Upon release of the specific recommendations. we will 
communicate them 10 you by separate letter. 

D. 	 Pre-<.xistiJIg Conditions. Beginning in 1998, plans will not be permitted 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 ror associated offICe visits, diagnostic tests, etc,. may 
be subi""! to applicable deductibles and/or coinsurance. 
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F. 	 Prescription drugs. AU pJans 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 insuIin) is prescribed within accepted 
standards of medical care. Drug benefit deductibles cannot exceed $600, member 
coinsurance cannot exceed 50%. 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 1" 

acceptable. 

G. 	 HDC/ABMT for Certain Cancer.;, All non-experimental allogeneic and autologous 
bone marrow transplants (including autologous bone marrow transplants for acute 
lymphocytic or non-lymphocytic leukemia, advanced Hodgkin's lymphoma, advanced 
non-Hodgkin's lymphoma, advanced neuroblastoma, and testicular, mediastinal, 
retroperitoneal, and ovarian germ cell rumors) must be covered. In addition, .11 plans 
must provide coverage for HDC/ABMT for breast cancer, mUltiple myeloma, and 
ovarian epitheli.1 cell tumors. Coverage for these three conditions may be limited to 
services received in clinical tri.ls, provided both randomized .nd oonrandomized 
lTials are included (the benefit may not be limited to randomized trials). 

H. 	 Dental Care.. Consistent with our poIicy in recent years, we win not accept increases 
in dental benefits. 

I. 	 M8lIaged Ca"" Initiatives, Fee-for-Service plans are encouraged to expand their 
existing Preferred Provider Organization (PPO)·arrangements to increase both the 
availability of PPO providers and the services provided under such arrangements. 
Managed care savings must aecrue 10 the FEHB Program. 

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

J. 	 Flexible Services Option. We continue to encourage carriers to utilize their authority 
under the 'Flexible Services Option.' to identify and offer medically appropriate, COSt 
effective allernadves to traditional care as the most effective way to provide services 
to its enrollees and tbeir covered family members, whenever appropriate (that is, not 
exclusively for "large case management~). when the provision of serviee.s not 
otherwise covered by the carrier's existing benefit structure (such as medical foods 
and nutrition therapies in the trearment of AIDS and other diseases) is medically 
appropriate, cost effective, and in the best interests of the patient. The decision to 
offer an alternative benefit, however. rests solely with the carrier and is not subject 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 to prepare and submit a complete 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 encournging benefit 
changes beyond those noted in the call letter. If you foresee unusual or extensive changes. 
please discuss them with your OPM contract representative before you prepare your 
submission, :.. 

FEHB Proposal Instructions 

You must include a narrative description of each proposed benefit change and clarification in 
your proposal. Answer the foDowing questions in worksheet format for each proposed 
benelll change or clarification. If a particular queStion does Dot apply. pl.- so 
indicate. Use a separate page for mil cltaoge or clarification you propose. Incorrectly 
formatted submissions will be returned to you for correction. The foUowing format is 
wuired: 

Benelll Chaoges 

1. Describe the existing benefit and your proposed change. State the proposed 
brochure language, including the "How the Plan Changes" section, The language for 
the "How the Plan Changes' section must be written from the enrollees' perspective 
and make clear to enrollees how the change will affect them. Be sure to show the 
complete range of the change. For elWllple, if you are proposing to eliminate an 
inpatient deductible, indicate whether the change will also apply to hospitalizations 
under mental health benefits as well. If there io mme thaD one .go to the same 
uut. present each change on a separate worksheet, 

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 
iOClease or decrease in (a) the existing benefit. and (b) your overall benefit package. 
If an iOClease, describe whether any other benefit is offset by your proposal. Include 
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me cost impact of mis change as a biweekly amount for the Self Only and Self and 
Family rate. If there is no cost impact or if the proposal involves a cost trade·off 
with another benefit change, show the trade~off or a cost of zero, respectively. 

Benefit Clarifications 

I. Show the current and proposed language for me benefit you propose to clarify';. 
reference all portions of the brochure aff""ted by the clarification. !'rtpare a se;naoue 
worksheet for each prQll<lSed clarification, 

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

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

Reimbursement of Printing Costs 


A. Your FEHB Brochure· All in past years, we expect you 10 typeset and print your 
brochures for the FEHB Program. The brochure production schedule and the distribution 
deadlines thaI must be mel remain uncbanged. Carriers will again bear full responsibilit:, for 
the accuracy and limeline.. 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 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. 

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

Once the benefit negotiation process is complete. we will provide you with a disk containing 
the agreed·upon brochure texllanguag. thaI is 10 be printed in your 1998 brochure. along 
with twO paper copies of the information. The pape! copies will be accompanied by a cover 
sheet (2 copies) that indicateS that the attached document is the Appendix A 10 the contract 
between OPM and the carrier and reflects the agreed·upon brochure text that is 10 be the 
language usnd 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 statemem 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. 
You are responsible for assuring tbat lbe brochure is aocuralely typeset and conforms 10 
Ihe agreemelllS reached 00 benefits and tbe instructions for printing tbe brochure. Yon 
will be beld aa:ountable for any elTors in the final printed brochure. After printing the 
brochure, please send 25 copies to your OPM contract representative. 

If we discover unauthorized material cbanges 10 benefits or language in your printed 
brochure, you will be required 10 reprint and redistribute corrected brochures at your 
expense. In addition. you will be required 10 notify all enrollees of the error and of the 
correct available beneftt, and 10 absorb the penalties described below. It may be possible to 
correct some less serious errors through printing and distributing addendum sbeets containing 
corrected brochure language, rather than reprinting the brochure. Your OPM Contracting 
Offtcer will advise you wbat corrective action will be required. It is in the best interests of 
you, your FEHB members, and tbe FEHB Program to produce aceurate FEHB 
brochures. Please take appropriate steps during brochure production to assure Ibe 
aceuracy of your brocbures. 
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B. Rates· We will provide you with a raUl sheet similar to the one we provided last year. 
You will need to insert copies in .he brochures you send to your members and to all 
distribution points, including the annuitant shipping point in Iowa. The rate sheet will be 
available when rates are released, after the enrollee and Government shares have been 
calculated, in early September. Paper specifICations will he forwarded with the printing 
specifications for your brochure. 

I . 

C. Reimbursement or Printing Costs • As in previous years, we will reimburse you for 
costs associated with printing the quantity of brochures that we authorize the plan to print. 
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 errors. 

D. Penalties for BroclJure Production Errors· Plans that efficienUy produce accurate 
FEHB brochures will henefit from the additional time and increased freedom our brochure 
production process provides them. However, plans that .... unable to produce accurate 
brochure proofs will face additional work as printing deadlines approach. We expect 
panicipating FEHB plans to devote the resources necessary to assume responsibility 
throughout the brochure production process for the accuracy and content of their brochures . 

• 
Penalties will he assessed for errors based on the significance of the error. Plans will also he 
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 he a disallowance of not len 1I1an $500, but if more, not more 1I1an 50 percent 
of your brochure printing allowance, 

The cost of reprinting and redistribution of corrected brochures. addendum sheets, or o1I1er 
corrective action will not be reimbursed or chargeable to the FEHB contract. In addition, 
failure to efficiently produce accurate FEHB brochures will be taken into consideration in 
determining your service charge. 

E. Penalties for Late Brochure Distribution· In 1I1e past, we've experienced problems 
with plans failing to ship requested brochure quantities to OPM's delivery point in Iowa City 
in a timely manner and, less frequently, to Federal agencies. Most FEHB brochures are 
delivered on time. Howev.r, if your plan does not ship timely, you may be subject to the 
peualties in It"'" D above against your brochure printing aUowance (The penalty will he 
increased as warranted by 1I1e delay.). In nddition, your failure to ship timely will be taken 
into consideration in determining your service charge. To avoid such actions. please make 
timely shipping to Iowa City and Pederal agencies a priority when you distribute PI.n 
brochures this Fall. 
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,Plan ___________________ .' 
Carrier 

{En'~t~er~oroy~~ff7c~e~n7=·~er~m~·~d.~W7.fe~r~en~t7fm-m-P~I~.n~J~-------

Enrollment Code(sl _____________ 

CERTIFICATE OF PRoCUREMfNT INTfGRrrY­


MOOIFICATION (Nov 19901 


(1) rr {NBme of certifier} am the officer or employee 
responsible for the preparation of this modification proposal and hereby certify that, to the 
best of mv knowledge and beliet with the exception of any information described in this 
certification, I have no information concerning a violation or possible violation of subsection 
27(81, {bl, {dl, or Ifl of the Office of Federel Procurement PoliCY Act, es amended (41 U.S.C. 
423}, [hereinafter referred to as "the Act"}. 8S implemented in the FAR. occurring during the 
conduct of this procurement ~C",S,--;--:--:--:-_-:-_-._-._. 

/contl'BCt number and yearJ 

(21 As required by subsection 27{eH1 HBI of the Act, I further certify thet, to the best 
of my knowledge and belief, each officer. emplovee. agent. representative. end consultent of 
_.,-__--,--::-.,--,--____ {Nama of Offemr, i.e .. Plen} who has participated personally 
and substantiallv in the preparation or submission of this proposel hes certified thet he or she 
is familiar with, and will comply with, the requirements of subsectiQn 27(s} Qf the Act. as 
implemented in the FAR. and wiU report immediatelv to me anv information concerning e 
violation or possible violation of subsections 27(s1. {b)J (dJ. or (f) of the Act. as implemented 
in the FAR. pertaining to this procurement. 

f3t Violations or possible Violations: IContinue on plain bond paper if necessary lind 
18bel Cenificate of Procurement Integrity-Modificstion fContinustion Sheet}, Enter "'NONE" if 
none exists} 

{Sign8ture of the officer or employee responsible for the offeror/Plan} {dBte} 

{Typed n8me of the responsible officer or employee} 

THIS CERTIFICATION CONCERNS A MAnER 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. 



U.S. Office of Personnel Management FEHBP Letter 
Office of InsUltlnee Progranu

All Prepaid Carriers 

FEHBP Lener No. 97·9 Date: March 31, 1997 
Prepaidl91 Fee lor Service[ I 

Subj,CI: Annual Can Letter for tbe 1998. Contract Year 

This is the annual call for proposed benefit and rate changes from plans panicipating 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(bl. requests for the contract term beginning lanuary 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 to suppon 
requests for rate changes will follow shoTlly. We will operate under a schedule that will 
ensure completion of all negotiations (benefits and rates) by August 15, 1997, 

GuidanCll llD Benefits 

Public Law 104-204: the Veterans A~fairs - Housing and Urban Development Appropriations 
Act for Fiscal Year 1997. imposes a number of changes on all health insurance carriers. The 
guidance below on new benefit cover.ges includes tbe effect of this legisla.ion on the FEHB 
Program. 

A. Fee-for-Service Plans 

We are commioed to providing Federal employees. retirees and their families with high 
qual ity. comprehensive and affordable health care. Carriers are encouraged t<l expand and 
strengthen their existing PPO arrangemen15 and the services provided under such 
arrangements. We also expect carriers to put in place procedures to capture discounts from 
bills presented, where jt is cost effective to do so. Likewise. we expect carriers to continue 
to encourage ct?mpetition 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 rated separately. 
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B. Prepaid Plans 

We will accept carrier-initiated benefit changes only 10 !he degree that they reflect changes in 
the carrier's community paclc.1ge that we purchase. All prepaid plans must meet our 
minimum benefll requirementS provided in the enclosures. 

Pmposals 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 e,pansions 
not proposed in your May 31 submission. Pmposals for additional rating areas must also be 
pn:sented in your rate submission. 

C. Common Coverage Issues 

• 	 Mental Health and Substance Abuse Benefits. Title vn of Public Law 104-204. 
the 'Mental Health Parity Act of 1996. ' provides thaI health plans. including FEHB 
plans, may not impose annual or lifetime dollar limits on mental health benefits thaI 
are less generous !han similar limits for other benefits. This change in the law signals 
an interest in adequa", health care coverage for mental illness as a matter of public 
policy. We encourage aU carriers to fted ways to take significant s"'P' toward 
improving access to appropria'" health care for those suffering from cnental ilJness. 

In 1996, we required the elimination of lifetime dollar limits on mental health 
benefits. Beginning with the 1998 COntnlct year, all plans must elim;n.", any annual 
dollar limits on benefllS for the treatment of mental i1Ioess. In addition, while not 
required by law.. we would like to see movement away from contractual day and visil 
limitations and high deductibles to improve w:ess 10 appropriately managed care. 

Although plans will be required to remove dollar limits, and we would hope day and 
visil limitations and high deductibles as well, we do not expect that plans will provide 
unlimited mental health benefllS. Indeed, we expect that through judicious utilization 
management, plans can provide a bigher level of care at no increase in cost. 
Accordingly; we will expect these beneflt adjusttnents to be cost neutral across all 
plan beneflts, at no additional premium cost to the Program. Consideration should be 
given to accomplishing this gnal through the development of preferred provider 
organizations of behavioral health care providm and innovative beneflts design. The 
Mental Health Parity Act of 1996 does nnt apply to benefits for the treatment of 
alcoholism or substance abuse. 

• 	 Matemity Length of Stay. Beginning with the 1998 contract year, and in 
accordance with Title VI of Public Law lQ4..204; the 'Newborns' and Mothers' 
Health Prottction Act of 1996', the mother must have the option of remaining in the 
hospital for at leas! 48 hours after a regular delivery and 96 hours after a caesarean 
deliVery. In addition, FEHB plans are expected to provide beneflts for matentity 
admi..ions for as long beyond the 48 or 96 hours as the inp.tiem stay is medically 
necessary. 
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• 	 Mastectomy admission and length of stay. Similarly, we want to prevent women 
who must undergo mastectomies from being required by their health plans to have this 
surgelj' on an oulpatlom basis or to leave the hospital prematurely. Begioning with 
the 1998 COlllraCt year, aU FEHB plans musl provide a masteclomy palient with the 
option of having the procedure performed on an inpatient basis and remaining in .he 
hospital for al lea.t 48 hours after the procedure. . 

• 	 Mwnmograpby Scree.n.\ng, Consisll:nt 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 
communi..1l: them to you by separol< letter. 

• 	 Pre-exIstlng conditions, Most plans in the FEHB Program do not have any pre­
existing condition limits in their benefit srruclUres. A few plans have specific 
limitations that apply only to cosmetic surgClj' or dental benefits. Public Law 104­
191, "the Health Insurance Portability and Accountability Act of 1996,' aroends the 
Public Health Service Act to limit waitiog periods for covemge of pre-existing 
conditions. Therefore, begimtiog with the 1998 contract year, if your plan contains 
any pre-existing condition limitations, please submit a benefits propnssi that 
e1iminall:S them. 

To the extem the FEHBP experience-rated carrier's actuarial projections demonstrall: an 
increase in cost that would justify additional premium, we will.enll:rtain mil: proposals 
related to any of the following: matemity 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 enll:rtai. proposals for 
actuarlally demonstrated loadings. 

• 	 Point or Service Product. Plans may again consider proposing a Point of Service 
(POS) product as an alternative choice within an existing option. We believe this is 
an effective way to encourage people to tty 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 so. Therefore, we will entertain propnssis from both fee-for-service 
plans and prepaid plans for a POS product. 

Fee-far-service plans may offer a POS product, and it may be offered on a pilol basis 
within a limited geographic area. Plans thai offered a POS product on a pilot basis 
beginning in 1997 may propose an expansion of that product into additional 
geographic mas. Although plans may propose a POS product that requires a positive 
enrollee 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 differemials for in- and oUI-of-netWOrk services. In-netWork 
POS benefits 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 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 PaS' 
savings must accrue to the FEHB Program. 

We will consider proposals from prepaid plans'to 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 seeond options. A POS 
product will be considered within an existing option only and may not be rated 
separately. 

Prior Co.erace Certificat§ 

Beginning with the 1998 contract year. you will be required to provide cenificaleS to 
individuals detailing prior coverage as required by the Health Insuranee Ponability 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. 

Electrnnic Communication 

In the past year, we have moved away from using the mail tocornmunicate with plans to the 
extent feasible. We transmitted many All Carrier Letters by facsimile only and provided 
access to the FEHB Guide and plan brochures on the Internet. We wish to 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'. Open Season. Thi. capability 
must include E-mail addresses for key personnel with whom we communicate regularly. 

Su\lmi!sion of Proposals 

.I Requests for benefit change. and clarifiClilions must be in writing and signed by an 
authori1.ed contracting official of your Plan . 

.I Proposed benefit changes must be precisely described and supponed by actuarial 
JUStification_ 

.I Benefit changes and clarifications must be submitted in a specific format. This 
fonnat is mandatory. Specific instructions for submitting your proposed changes 
and clarifications ate included in the enclosures. 
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./ 	 Proposed brochure language must be submitred with your request for benefit changes 
and clarifications. Instructions for submitting your proposed brochure language are 
included in !he enclosure. You must include language for a "How Benefits Change in 
1998" page. as well as language describing huw !he proposal affects benefits, 
exclusions, limitations, definitions and procedures. Your proposed language shull:,! 
be clear and in plain English and explain how !he change will affect the customer 
from !he customer's poine of view. 

Additional benefit proposal instructions appear in !he enclosure. 

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

(Overnight delivery) 	 (Regular mail) 
U.S. Office of Personnel Management U.S. Office of Personnel Management 
Office of Insurance Programs Office of Insurance Programs 
1900 E Street, NW., Room 4416 P.O. Box 707 
Washingroo, DC 20415 Washington, DC 20044 

. 
Eva!uation or Proposed Benefit Cbanm 

We will evaluate your benefit proposal according to !he health needs of Federal enrollees, !he 
effectiveness of your utilization and cost controls. the economic consequences of the proposal 
and !he efficiency of your administration of the FEHB con=t. 

Brochures 

You will cODUnue to have the responsibility for producing the actual brochures from agreod­
upon text provided to you OD disk after the conclusion of benefits negotiations. Details of 
!he process to be used in creating that disk are under consideration. We will give you more 
iDformation aboUt the process very soon. 

Small. Small DiSj!dvlUlta!!ed. IUld Women-Owned Small BpslllliH Suhronlractln2 

We remaiD committed 10 the Government's policy of e!lCOUfl!ging small, small­
disadvantaged, and wotnelH)WDed small business sull<:onttol:ting in the performance of 
Federal agency contracts. Therefore, il is imponant for both OPM and FEHB Program 
earners 10 cont.inuio 10 1001< for additional ways 10 expand relevant subcontracting 
opportunities. 

Last year, we implemented a pilot project will! the seven FEHB Program caniers that 
represeDl the greatest portion of total Program enrolinrent. The outcome of Ibe project will 
determine the best way to integrate the small, small disadvantaged, and women·oWDed small 
business programs into the FEHB Program. For.lI other carriers. We want to emphasize 
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your responsibility to look for ways to expand small, small disadvantllged, and women­
owned small business subcontracting opportunities in accordance with FAR clause 52.219-8, 
'Utilization of Small, Smal)-Pisadvantllged and Women-Owned Small Business Concerns.' 

EmplQyine Welf.re Reclv!enlJi 

Last summer, 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 to 
work. At the same time, be called upon business to emplOy former welfare recipients in 
appropriate roles. This mOlllb, the President issued a complementary directive to Federal 
agencies 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 suppon this 
initiative..Thougb no specifIC reponing mechanism is contemplated, FEHB carriers can 
reasonably be expected to outline steps they have taken and results achieved in this area. 

Disclosure PoIler Under The..fteedQ\!! or Informatjon Act 

Aoy information ineluded in your proposal will be SUbject to public disclosure after 
""gatiations with all carriers are completed and ""w centracts are annou.nced. Please Identify 
each item in your proposal that you believe is exeropt 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 applies. 

We will decide on disclosure wben a request for information is made. We will base our 
decisioo on the justifICation for nondisclosure you subntitted 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. 

Execution or 1m Clmlra£!ll 

We will send 1998 FEHB cenuacts to each FEHB carrier in time for the centract 10 be fully 
executed prior to the beginning of the ceotract year. Additional information and 
requirements will be sent to you shortly. All 1998 ccntracts are expected 10 be signed before 
the 1998 contract year begins. Your assist.ance in this effon will be appreciated. 

~-
Lucretia F. Myers 
Assistant Pin:etor 
for Insurance Programs 

Enclosures 



Enclosure for Prepaid Plans 

This enclosure provides prepaid plans with additional guidance on benefit cbenges and 
instructions on the submission of benefit and service area proposals for me upcoming 
contract term (January 1 through December 31. 1998). You are expected 10 propose benefit 
changes in accordance with the 'Guidance on Benefits' found in the call leuer. It is ,. 
important tbat all prepaid plans review this entire enclosure; certain infonnatioD is 
required of aU plans, 

There are four main pans. to this enclosure: 

Part One - Guidance on Benefit Changes 

Part Two - Preparing Y Out Benefil Proposal 

Part Three - Changes in Service Area 

Part POut- Open SeaSon Materials and Reimbursement of Printing Costs 


Complete and relUrn the enclosed Certificate of Program Integrity - Mndification 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 brochute and other open ,eason 
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. 

Grnphics and OPM authorization block for the cover of your 1998 brochure will be sent to 
you in June. YOut 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 al all times that 
PEHB rnte submiuions are the cornerslOne of our financial relationship with prepaid plans.
'l1Hi FEHB rntell and their supporting documentation are subject to audit 10 ensure their 
accuracy and reasonable..... Misrepresentation of yOut I'EHB Program rntes can tesult in 
criminal or civil legal actions against the Plan or its offJCials. We, with the support of the 
Inspector Genernl's Off"", and the Justice Department, intend to aggnessively pursue health 
plans that attempl to cbeal the I'EHB Program. 



Part One - Guidance on Benefit Changes 


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

A. 	 Mental Health and Substance Abuse - As indicated in the call letter, beginning in 
1998, all plans must eliminate any annual dollar limits they have on benefits for the 
treatment of mental illness. This does not apply to benefits for inpatient treatment of 
alcoholism and drug abuse. Lifetime benefit maximums for treatment of mental 
conditions have not been 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. . 

B. 	 Maternity and Mastectomy Length of Stay and Mastectomy Admissions - All, 
pllll1li must provide for maternity admission lengths of stay of at least 48 hours afier a 
regular delivery and 96 hours atier a caesarean delivery, at the mother's option. 
Similarly, all plans must provide a maste<:tomy patient the option of having the 
procedure perfonned on an inpatient basis and remaining in the hospital for at least 48 
hours after the procedure. 

C. 	 Mammography Saeening. Consistent with the President's announcement, the 
FEHBP will follow the recommendations of the National Cancer Advisory Board on 
mammography screening. UP9fl reJ~e of the specific recommendations, we will 
communicate them to you by separate letter. 

D. 	 ~ Conditions - Beginning in 1998. pJIlI1li will not be permitted to have pre­
existing conditions limitations on any benefit. including cosmetic surgery and dental 
benefits. 

E. 	 Point of SeniC!! Product - We will consider proPosals from prepaid plans to offer a 
Point of Service product (providing reimbursement ror plan members who eleet to 
receive oon..,mergency care from non-plan providers at reduced indemnity rlItes) 
under !be FEHB Program only if !be Plan can demollS!!llte emerienee with a priyme 
sector ,mgjoycr wbo has wm:based this benefit. 

F. 	 Waiver or 0fliC!! 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 to do the same. 
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G. 	 Co.erage for Fertility Drugs - All prepaid plans are required '" cover treatment of 

infertility, but many do not cover related prescription drugs. To betrer inform FEHB 
members, if they have nm already done so. plans shauld clarify their brochure 
language", indicate whether fertility drugs are covered or not covered, in both their 
infertility benefit description and their prescription drug benefit description. 

H. 	 Immunizations for Children - All FEHB plans must provide coverage (Including the 
cost of Inoculations or sera) far childhood immunizations. 

J. 	 Transplants - We require that an non-experimental bone marrow transplants 
(including non-experlmenlal allogeneic bone marrow transplants, and autologous bone 
marrow transplants for acute lymphocytic and non-lymphocytic leukemia, advaoced 
Hodgkin's lymphoma, advanced non-Hodgkin's Iytnphama, advanced neuroblastoma, 
and testicular, mediastinal, retroperitoneal, and ovarian germ cell tumors), cornea, 
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 to services received in clinical trials. provided both randomized and 
nonrandomized trials are included (the benefit may not be limited to randamized, 
ttials). Otherwise, 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 (wben 
the recipient is covered by the Plan). If the donor has primary coverage that provides 
benefits for organ transplant donors, the Plan will coordinate benefits according to 
NAIC guidelines, as with any other benefit. 

To the extent permitted by applicable State law, mber transplants nat mandated by 

OPM may be excluded from the FEHB benefits if they are not in the community 

benefit package which we purchase. 

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

K. 	 Prescription DrugS - All plans must provide at least a minimum level of coverage for 
all medically necessary drugs that "''Illire • prescription for their use, and insulin. 
Drug benefit deductibles may not exceed $600 and member coinsurance may not 
e.ceed 50%. Lifetime or annual benefit maximums on prescription drugs are not 

permitred. 

Coverage must be provided for disposable needles and syringes to administer covered 
injectables, IV fluids and medicatians for borne use, growth hormones, and allergy 
serum. In addition, benefits must be provided for 'off-Iabel" 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 

I (2) 



used as a means to exclude benefits for the types of drugs maodated for the FEHB. 
Blanket exclusions of broad categories of drugs such as "non-generics." "psychotropic 
drugs,' Or 'injectables' are not acceptable. 

L. 	 DHHS-Mandated BeDefIts - All prepaid plans must offer certain benefits that are 
mandated for qualified plans by the Deparunent of Health and Human Services 
(DHHS), witbout IimitatiOD as to time and cost, other than as prescribed in the 
Public Health Service Act and DHHS regulations. These required benefits. include: 

./ None'perimenlal bone marrow, cornea, kidney. and liver trnnsplants (see H. 
above for other FEHB requirements in this area); 

./ Shon-term rebabililative therapy (Physical. speech. and occupational) the 
provision of which can be expeCted to result in signifICant improvement in the 
patient's condition within two months; 

./ Family planning services. inclnding all necessary nonexperimenlal infertility 
services, to 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 fenili,,"tion or embryo trnnsplants) may be excluded to the extent 
permitted by applicable Slate law• 

./ Home health services; 

./ Inhospilal administration of blond and blond products (including "blood 
processing"); 

./ Surgical treatment of morbid Obesity, when medically necessary; 

./ 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 Federally-qualified should reflect 
the COSt of any IlOn-community benefi1!l on· Attachment 2 of their rate calculation (if 
there is no additioual cost, the cost entry should be ..:ro). 

M. 	 8errice Area and Additional Geographic Areas - Federal employees aud annuitants 
who live within the service area we approve are eligible to enroll in your plan. If 
you enroll commercial, non-Federal,members from an uddjtioml geogr.!phic area that 
surrounds, or is adjacent to, your service area you may propose to enroll Federal 
employees aud annuitants who live in this area. In addition. if the Slate where you 
have legal authority to operate permits you to enroll members who E!di but do not 
reside within your commercial service area, aud/or any additioual geographic area, 
you may propose the same emollment policy for your FEHB Program emollees. We 
will provide model language for Slating 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 intlude language 
to clearly describe this additional geographic area as well as your service area. These 
descriptions will appear in the brochure. 

• 
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Part Two - Preparing Your Benefit Proposal 


Because we must concJude negotiations in a few weeks, we expect every prepaid plan to 
prepare and suhmit a complete proposal in accordance WIth these instructions by 
May 31, 1997. 

Your actual benefit proposal will consist of several parts: 

- Benefit package documentation; 

• Comparison of 1997 community p",kage (adjusted fur special FEHBP benefits) and 
the proposed 1998 community p",kage; 

• Narrative description of each proposed change (in worksheet fonnat); 

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

- Proposed 1998 brochure language 

If you foresee unusual or extensive changes to your community package, please discuss them 
with your OPr.! 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 saving' - 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 identifted nonetheless. by a zero on 
Attachment 2 (line 2) of your rate calculation. 

1998 FEHB Proposal Instructions 

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

I. Experilmce-rated PI-Ill! - Provide a copy of a fully executed employer group 
contraet evidencing the highest level of coverage offered for 1997. 

2. Community-rated Plans· Provide a fully executed copy of the community benefits 
package (aka mas",r group oontraet or subscriber certificate) thel describes the 
community benefits package, and riders, purchased by the greatest number of the 
plan's non-Federal subscribers in 1997. If the community benefits package we 
currenUy purchase is not the same one, please also send us a copy of the package we 
do purchase. 
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B. Provide lhe following by May 31, 1997, to document your proposal: 

I. E,perieru;e-l'lll~d Plaoo - It is OPM's inte ..ion to continue to purchase die highest 
level of coverage offered 10 employer groups by your Plan (or current FEHB benefits. 
whichever is higher). Ir you bave not made changes to the highest level of 
coverage submitted in response 10 A(1) above, tben submit a statemenl to lhi< 
effect, along with aD additional copy of lbe booelit descriplioD. If you bave made 
changes, submit a copy of the newheoefIt description and answer Ibe questions 
in Section C below. This benefit package and die associated rate must have been 
filed with your State if a filing is required by lhe State. 

2. CommUnity-rated Plans - It is OPM's intention to plITChase lhe same communitY 
benefit package that coveTS the majority of your plan's subscribers/contract holders. 
with adjustments for any benefit differences resulting from spaciflC requirements of 
die FEHB Program. If you ofrer a variety of community packages. you must propose 
die core package of benefits purchased by a majority (or die largest number) of plan 
subscribers or contract holders (not members or employer groups.) Also note that if 
we later determine that the community benefilS package you submit is nol the 
community benefits package purchased on behalf of die majority. your 1998 FEHB 
rates will be subject to adjustment in accordance widl lhe Federal Employee, Health 
Benefits Acquisition Regulations (FEHBAR). 

Descriplions of community-based riders and other additions to tbe basic package 
tbat reflect previously agreed-upon modifications or mandated additions to tbe 
community package, most be appended. Riders (optional benefits not sold 10 an 
plan groups) tbal are incorporated In tbe community package most be ideotiOed. 
This material must evidence all 'benefit change, proposed for die FEHB Program for 
lhe 1998 contract term except diose still under review by your State as described in 
Item D below. 

C. 	 To simplify our compariscn of your 1998 community benefits package proposal and 
the benefits package currently purchased for the 1997 contract term, please attach • 
cbart displaying die following information: 

I. Benefits that are covered in one package but not the adler; 

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

3. Whether lhe costs of the differences at (I) and (2) are included within or are in 
addition to die community rate charged to the adler groups that pnrchase this 
community benefits package, and to lhe FEHB Program; 

4. The number of subscribers/contract holders who currently purchase each package. 
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D, 	 Describe the procedure in your State for filing andlor obtaining approval of 
community benefit packages and changes. If fIling and/or approval is required, 
provide a copy of the plan's most recent submission appUcable to the community 
benefils package you submil in response 10 B(2) and provide a copy of Ibe 
appro,'a1 issued by Ihe Siale. Please highlight and address any State mandated 
benefits that have not been specifically addressed in previous negoliations with OPM. 
Please note thaI we will accepl proposed benefit changes only if: (I) the changes" were 
submitted to your State prior to May 31 and (2) approval is obtaitted and 
documentation of the approval is submitted to OPM by lune 30, 1997, If State 
approval is granted by default, i.e., the State does not Object to proposed changes 
within a certain period after receipt of the propasal. please so note; the review period 
must bave elapsed without objection by lune 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 benefit.<. If 
your plan operateS in more than one State, provide this information for each State. 

E. 	 You must provide a narrative description of each proposed benefit change aod 
clarification in your proposal. Answer tbe foHawing questions in worksbeet formal 
for each proposed benefil change or darificatlon. Use a separale page for !:II!:lI 
change or darification you propose. Incorrectly formatted submissions will be 
returned to yOu for correction. The foHowing formal is Il9pl",d: 

Benefit Changes 

1. Describe the existing benefit and how you propose to change it. State the 
proposed brochure language, incloding the 'How the Plan Changes' seetion, The 
language for the "How the Plan Changes' section must be written from the enrollees' 
perspective and make clear to enrollees how the change will affect them, Be sure to 
show the 'complete range of the change. For instance, if the Plan is proposing 
elimination of its hospitalization capay. indicate whether this change will also apply to 
hospitalizations uoder the emergency aDd mental health benefits, If there is more than 
one change ll! the SIIIl!e benefit. present each chan~ OIl • seDatale worbh£l\t, 

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 (0) the existing benefit. and (b) your overall benefn peckage, 
If an increase. describe whether any other benefit is offset by your proposal. 
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4. Stare whether this change is part of the plan's proposed community benefitS 
package (see Item B.2.) or a change that has been submitted to the Stare for approval. 
Stare how the change will be introduced to other employers (e.g., group renewal 
date). 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 to and approved by the appropriare State . 
authorities? If so, wben? Supporting documenJi,tion must be submitted (see Item h 
above). 

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

a. Is it • community rider (offered to all employer groups at the same rare)? 

b. State the pe=ge 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 subscribers/contract holders you 
expect to be covered by this rider and when will that occur? 

c. Include the COS! impact of this rider as a biweekly amount for Self Only and 
Self and Family on Attachment 2 of your rare calculation. If there is no cost 
impact or if the rider involve, • cost trade..,ff with another benefit change, 
show the trade~off or a cost of zero. respectively, on Attachment 2 to your rate 
calculation. 

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

Benefit Clarifications 

1. Show the current and proposed language for the benefit you propose to 
clarify; reference all portions of the brochure affected by the clarification. 
PRpare a separate worksheet for each proposed clarification. 

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

Please note that we oonsider a benefit chan8e to be an increase or reduction. however sligbt, 
in the level of coverage of a benefit shown in the plan's current FEHB brochure, e.g., 
chan8ing the number of days for a prescription drug supply from 31 to 30 day,. 
Clarifications, on the other hand, comprise change' in wonling which do not affect the level 
of benefits provided. A proposed change that results in an inc ....... or decrease in 
benerltS must he shown as a henef"1t 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 ..peel thaI 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 1998 contract term, You must inform \IS of any expected changes, See Pan One if 
you are proposing separate service areas for 1998. 

Service Area Reductions· Explain the reason for and provide supporting 
documentation (e,g., withdrawal notice from medical group) regarding any 
proposed reduction to the plan', service area. Does this reduction apply only 
10 the Federal group? Describe precisely, and provide a map of, the area lO 
be eliminated. 

Service Area Expansions - The Plan must propose any service area expansion 
by May 31. We will grant an extension for submining to OPM any 
supporting documentation described below, including all necessary State 
authorizations. until no later than June 30. We cannot grant exceptions to this 
date because of printing deadlines we must meet in order to include approved 
expansions in the FEHB Guide. 

Redesignatioll 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 a Mixed Model Plan (MMP) may be 
. appropriate. You must request redesignation and describe the delivery system 
that has been ndded. 

Please note: You must indicate to us that the information you provide us concerning your 
deHvery s.ystem is based on providers with whom you have executed contracts; letters 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 111·5, 

Important Notice: If your Plan has a service area reduction or a new rating area is 
established that requires current Plan members 10 change enrollment codes, new codes will 
be assigned and there will be a IOtai positive re-enrollment 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 a=ss to plan doclOrs and hospitals, and plan ability to prnvide conttaeted benefits. 
Accordingly, please provide the following information: ' 
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Instructions 


A. Provide. description of the proposed expansion: 

L Describe the proposed service area expansion by zip code, county. city or town, 

2. Provide a map of the old and new serviee ar ..... 

3. In addition to the access to 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 proposed expansion to current locations of Plan primary care doctors and to 
contracting hospitals in your existing service area. (If your plan is a GPP, show the 
distance to a current conler (not satellite) in the existing service area.) 

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

B. Authority to operate in proposed area: 

L 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, Hceme, management, benefits and rate as in your current service area. 
If not t 	 explain in detail. 

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

C. Access to Proviaees - Please submit stalements (signed by an authorized contracting 
official) of the following information concerning the availability of services in your proposed 
expansion, for each zip code, county. citY or town. as described in your proposed expansion. 
Please note that a provider directory is not sufficient. 

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

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

18. 	 The number of special isIS in the proposed area with whom you have execuled 
conlraCts. 

2b. 	 The total number of specialists in the area. 
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3a. The number of hospitals in the proposed area with whom you have !:I;CCUtell 

contracts. List them. 

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

4. The average drive time to a primary car~ doctor. '. 

S. The average drive time to a specialist. 

6. The average drive time 10. hospital . 

. 7. The approximate size of the proposed area at its longest (north to south) and 
widest (easl to west) points: 

8. Description of the general area (e.g., IUral vs. urban, population, geographic 
boundaries to access, eIC.). 

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

D. Redesign.lioD as a Mixed Model Plan - This section applies lllll:t if your Plan for";erly 
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 nOle Ihal in 
order 10 meet FEHB requirements, you must demonstrate that the group includes "at least 
three physicians who receive all or • substantial part of their professional income from the 
prepaid fund. 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 piUS 
"Information About This Plan", if appropriate) to reflect the proposed changes. 

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

I. 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 oontract term? How soon 
after it is requested would sucb a change be effective? 

3. If a member want! to change primary care doctors (centers for GPPs), what must 
the member do? Is there a limit on the number of times a member may change 
primary care doctors (centers)? If yes, will you waive the limi' for FEHB members? 
How soon is a requested ebange effectiv.? 
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Federal Employees Health BenefilS Program 
Statement About Service Area Expansion 

I hereby ,,,,te that the .,"'ched service area expansion proposal has been prepared in 
accordance with the requiremenlS found in Pan III. Changes in Service Areas. located in the 
Annual Call Letter for the 1998 Contract Year. Specifically, ,. 

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

. 2. All provider contraclS are fully executed at the lime of this submi"ion. I unders",nd 
that letters of intent are not consid~ contracts for purposes of this certification. 

3. All of the information provided in response to Pan II!. Paragraph C (Access to 
Providers) is accurate as of the date of this stnement. 

Signature of PI.n Contracting Official • 

Tide 

Plan Name 

Date 
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Part Four - Open Season Material & 

Reimbursement of Printing Costs 


A, Vour FEHB Brochure, As in past years, we expect you to typeset and print your 
brochures for the FEHB Program. The brochure production schedule and the distribution 
deadlines that must be met remain unchanged. Carriers will again bear full resprmsibility' for 
the accuraey and timeliness of their FERB brochures, and will be held accounlllble 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 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. 

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, ew.). Additional information about the brochure production process will be 
forthcoming. 

Once the benefit negotiation process is complete. we will provide you with a disk containing 
the agreed-upon brochure text 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 
between 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 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. 
V ou are responsible for assuring that the brochure .. accurately typeset and conforms to 
tbe agreements reached on benelits and the instnK:tlons for printing the brochure, Vou 
wW be beld accountable for any error:s;in thelinal printed brocbure, .After printing the 
brochure, please send 25 copies to your OPM contract representative. 

Many FEHB plans are affiliated with other FEHB plans, or are members of. group of 
several subsidiary plans in the FEHB Program ueder a larger parent organization. We urge 
you to discuss your brochure production process with related plans and find ways w 
coordi..te your efforts, increase efficiency, and eliminate duplication of effort. 
Newly·approved FEHB plans producing FEHB brochures for the forst time can benefit from 
the guidance and experience of related affiliate plans who have produced FEHB brochures 
previously. 
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If we discover unauthorized material changes to benefits or Janguage in your printed 
brochure, you will be required to reprint and redistribute corrected brochures at your 
expense. In addition, you will be required to notify all enrollees of the error and of the 
correct available benefit, and to absorb the penalties described below. It may be possible to 
correct some less serious errors through printing and distributing addendum sheets containing 
corrected brochure language, rather than reprinting the brochure. Your OPM Contractinl 
Officer will advise you what corrective action will be required. It Is In tbe best lnIemts of 
you, your FEllB membels, and tbe FEllB Program to produce accurate FEllB 
brochures. PI ....... take approprlnte steps during broch_ production to ass_ tbe 
accuracy of your brochures. 

B. Rates - We will provide you with a rate sheet similar to the one we provided last year. 
You will need to insert copies in the brochures you send to your members ,ad to all 
distribution points, including the annuitant shipping point in Iowa, The rate sheet will be 
available when rateS are released. after the enrollee and Government shares have been 
""Ieulated, in early September. Paper specifICations will be forwarded with the printing 
specifICations for your brochure. 

C. Reimbursement or 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 to print, These charges to the FEHB Program will be accounted for as 
pan 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 materials required to correct brochure printing errors. 

D. Penalties ror Broch_ Production Errors - Plans that efficiently produce accurate 
FEHB brochures will benefit from the additional lime and increased freedom our brochure 
production process provides them. However. pl.ns that are unable to produce accurate 
brochure proofs will face additional work as printing deadlines approach. We expect 
panicipating FEHB plans to devote the resources necessary to ll.ISume 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 !han $500. but 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 wi!! not be reimbursed or chargeable to the FEHB contract, In 
addition. if your plan is experience-rated, failure to effiCiently produce aceur,,,, 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 problem. with 
plans failing to .hip requeste<! brochure qUlIn!ities to OPM'. delivery point in Iowa City in a 
timely manner and, les, frequently, to Federal agencies. Most FEHB brochures are 
delivered on time. However, If your plan does not ship timely, you may be subject to tbe 
penalties cited in Item D abo•• (The penalty will be increased as warrante<! by the delay.). 
If your plan is community-rate<!, the penalty will be deducte<! as a part of the rate ,. 
reconciliation. If your plan is experience-rated, your failure to ship timely will be taJ<in into 
consideration in determining your .ervice charge. To avoid sucb actions, pless. make timely 
shipping to Iowa City and Federal agencies a priority when you distribute Plan brochures this 
Fall. 

, 
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Plan _____________________ 

Carrier 
(6~n~t~.~'~o~n~~~/~1~c~B~"~k~'~/~s~d~i~U~e~'e~n~t~f~ro~m~~~~~n~]~-------------

Enrollment Code's) __________________________ 

,­
CERTIFICATE OF PROCUREMENT INTEGRITY-­


MODIFICATION INov 19901 


(1) I, {Name of certifier] am the officer or employee 
responsible for the preparation of this modification proposal and hereby cenify that, to the 
best of my knowledge and belief, with the exception of any information described in this 
cenification, I have no information concerning e violation or possible violation of subsection 
27Is). (bl. Cd)' or (f) of the Office of Federal Procurement Policy Act. as amended (41 U.S.C. 
423)' (hereinafter referred to as "the Act"" as implemented in the FAR, occurring during the 
conduct of this procurement "C"S'---,-________--:____-,-__--,-__­

{contract number and year] 

(2) As required by subsection 271el11 )(81 of the Act, I funher cenify that, to the best 
of my ~nowledge and belief, each officer, employee, egent, representetive, and consult'nt of 
__.,---:-__--:~-:---:------_{Name of Offeror, i.e., Plan] who has panicipated personelly 
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 271a) of the Act, as 
implemented in the FAR, and will repon immediately to me eny informetion concerning a 
violation or possible violation of subsections 27(e), Ibl, Idl, or·lf) of the Act, es implemented 
in the FAR, peneining to this procurement. 

131 Violet ions or possible violations: IContinue on plain bond paper if necessary and 
label Certificate of Procurement Integrity-Modification (Continuation Sheet), Enter "NONE" if 
none exists) . 

{Signature of the officer or employee responsible for the offeror/Plan] {dBte] 

{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, 



Attachment F: Federal Employees Health Benefits-Women & Family 

Health Initiatives in Annual Can Letter Guidance 


5. FEHBP Call Letter 1996­



U.S. Office of Personnel Management fEHBP Letter 
Offlu ot ~ Progrema 

All Fee-for-Service Carriers 

FEHBP letter No. 96·0BA Date March 4. 1996 

Subject: Annual CaD Letter for the 1m Contract Year 

This is the annual call for proposed benefit and rate changes fmm plans parlicipaling in the 
Federal Employees Health Benefits (FEHB) Progmm. As in the past, this call letter states 
our goals and procedures for the upcoming negotiations. 

Under 5 CPR 890.203(b). requests for the contrnct term beginning January I. 1997. will be 
considered through May 31, 1996. 

To assure a dmely Open Season, we will begin negotiations upon n:ceipt of requests for 
benefit and rate changes. Specifu: instiuctions concerning information required to support 
requests for rate changes will foUow shonly. We will operate under a schedule thai 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. 

F .... for·Service Plans 

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

We again encourage carriers to expand and strengthen their existing PPO ammgements and 
the services provided ander such ammgements. We also expect cru::tim to put in phu:e 
procedures to capture discounts fmm 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 'Cammon Coverage Issues: will be considered within an 
exUting option only and may not be rated separately. 

, Ptepaid Plans 

, 
As indicated above, we are not seeking any Progmm-wide benefit cha:oges. We will ru:<:ept 
carrier-initiated benefit changes only to the degree thai they reflect changes in the carrier's 
oommunity package thai we plltdlase. AU prepaid plans mU1l meet our minimum benefit 
requirements provided in the enclosures. 
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Proposals for service area expansions andlor new rating areas for 1997 must be summarized 
in your cover letter. We will not cotUider any new rating areas or service area expansions 
not proposed in your May 31 submission. Proposals for additinnal radng areas must also be 
presented in your rate submission. 

I " 

Common Coverage Issues 

Plans may consider proposing a Point of Service (Poo) product as an aIlemative choice 
within an existing option. Several prepaid plans in the FEHB Program have provided this 
alternative for a number of yesrs, and both the industry and other large employer purchasers 
have begun to adopt Poo alternatives 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 10 try managed care with the understanding that they 
can still exercise the choice to go outside the nerwork for specific services if they decide 10 
do so. Therefore, we will entertain proposals from both fee-for-service plans aad prepaid 
plans for a P~S produel. 

Fee-far-service plans may offer a P~S product, and it may be offered on a pilot basis within 
a limited geographic area. Although plans may propose a P~S product that requires a 
positive enrollee election, a rate differential for those electing the pas 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 standard benefit package, except for dental aad vision care. 
Favorable consideration will be based on factors such as demonstrated experience with P~S 
products by the sponsoring organizatiOn or network manager; presentalion of an 
administrative/operational plan that addresses issues such as enrollee aad provider education, 
the interrelationship between the POS product and Ibe ongoing fee-for-service product; aad 
presentation of a plan far evaluating p~ot projects and expaading the pas product if it is 
successful. POO savings must accrue to the FEHB Program. 

We will consider proposals from preprud plans to offer P~S 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 Opl­
Oul producl will be considered within an existing option only and may nol be rated 
separately. 

Submission of ~; 

,/" Requests for benefit changes aad clarifications must be in writing aad signed by an 
aulborized contraeting official of your Plan. 

,/" Proposed benefit changes must be precisely described and supported by actuariaJ 
justification. 
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.I Benefit changes and clarifications submissions must be submitted in • specific format. 
1bIs format is mandatory. Specific instructions for submitting your proposed 
changes and clarifications arc included in the enclosures • 

.I Proposed brochure language must be submitted with your request for benefit changes 
and cl.arifications. Instructions for SUbmitting your proposed brochure language are 
included in the attached 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, defmitions 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.S. Office of Personnel Management U.S. Office of Personnel Marulgement 
Office of Insurance Programs Office of Insurnnce Programs 
1900 E Street, NW., Room 3439 P.O. Box 7m 
Washington, DC 20415 Washington, DC 20044 

EYlI1nation of Proposed Benefit Changilli 

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 lOOk 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 appreciale 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 produclng the 
1997 brochures. We will give you more information about the process very soon. 

Small. Small PisadYantaged. and Women·Owned Small Business Subcontracting 

We arc committed to the Government's policy of encouraging small, smaU-<lisadvantaged, 
and wome.n-(lwned small business sUbeuntracting in 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 sUbeuntracting opportunities. 
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Last year, we conducted a survey of alI,participating carriers to learn more about their 
subcontracting activities. We also have.been working aclively with the Small Business 
Administration to determine how best to implement subcontractiJlg initiatives Iha1 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 that 
represent the greatest portion of total Program enroUment. We will be consulting separately 
with the selected carriers and will incorporate the pilot project into the negotiations process. 
For all other carriers, we lI1Il place renewed emphasis on your responsibility to look for 
ways to ""pand small, small disadvantaged, and women-owned small business subcontracting 
opportunities in accordance with FAR clause 52.219-8. 'Utilization of Small, SmalI­
Disadvantaged and Women-Owned Small Business Concerns.' 

l2isclQlJlfe Poli£l' Under The EreedQID of InformliDen Act 

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 e.empt from disclosure under the Freedom of 
Information Act. Also, specify which ""emption you believe applies to that item and 'give 
full justifICation for your belief that the ""emption 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. 

Execution of 1997 Contracts 

We will send 1997 FEHB contracts to each FEHB carrier in time for the contract to be fuDy 
executed prior to the beginning of the contract yeu. Additional information and 
requirements will be sent to you shortly. All 1997 contracts are expected to be signed before 
the 1997 contract year begins. Your assiSlance in this effort will be appreciated. 

Lucretia F. Myers 
Assistant Director 

for Insurance Programs 
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Offico of I""urane. PrQ\}fen'l'

All Fee-for-Service Carriers 

FEHBP Letter No. 96-0BA 	 Date March 4. 1996 

Subject: Annual Call Letter for the 1997 Cootract Vear 

This 	is tile ano"al call for proposed benefit and rate changes from plans participating in til. 
,.' 	 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(1)). requests for the contract tenn beginning January I, 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 infonnation required to support 
requests for rate changes will follow shortly. We will operate under .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 initiatives for 1997. 

Fee-far-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 to expand and strengthen their existing PPO arrangements and 
the services provided under such arrangements. We also expect eaniers 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 
..isting 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 tile degree that they reflect cbanges in the carrier's 
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cormnunity package lhal we purchase, All prepaid plans must meet our minimum benefit 
requirements provided in the enclosures. 

Proposals for service area expansions andlor new rating areas for 1997 must be summarized 
in your cover letter. We will not consider any new rating areas or service area expanr,ions 
not proposed in your May 31 submission. Proposals for additional raling areas must also be 
presented in your'rate submission. 

Common Coverage Issues 

Plans may consider proposing a Point ofService (POS) product as ao alternative choice 
within an existing option, Several prepaid plans 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 [0 introduce individuals (0 managed care 
who would otherwise be reluctant to cormnitlo this kind of delivery system, We believe this 
is an effective way'" encourage people to try managed care with the uoderstanding that they 
can stil! exercise the choice to 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 pre?aid 
plans for a POS product. 

Fee-for-service plans may offer a PaS product, and it may be offered on a pilot basis within 
a limited geographic area, Although plans may propose a PaS product that requires a 
positive enroUee election, a rate differential for those electing the POS product would not be 
accepl.'lble. 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 Sl.'lndard benefit package, except for denl.'ll and vision care, 
Favorable consideration will be hased on factors such as demonstrated experience with PaS 
products by the sponsoring organization or network manager: presentation of an 
administrative/operational plan that addresses issues such as emollee and provider education, 
the interrelationship between the PaS product and the ongoing fee-for-service product; and 
presenl.'ltion of a plan for evaluating pilo, projects and expanding the POS product if it is 
successfUL PaS savings must accrue to the FEHB Progrnm, 

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. As in past years, we will not accept proposals for second options, A POS or Opt­
Out prnduct will be considered within an existing option only and may nol be rated 
separately, 

Submission of PrQPQsais 

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

./ Beoefit changes and clarifications submissions must be submined in a specific format. 
This format is mandatory. Specific instructions for submining your proposed. 
changes and c1arificalions are included in thO enclosures, 

.( Proposed brochure language must be submitted with your request for benefit changes 
and clarifications. lnsuuctions for submining your proposed brochure language are 
included in the attached enclosure, You must include language for a "How Benefits 
Change in 1991" page, as well as language Ilescribing 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: 

(Overnight delivery) (Regular ntail) 
U,S, Office of Personnel Management U,S. Office of Personnel Management 
Office of Insurance· Progl'llltlS Office of Insurance Programs 
1900 E Street, NW" Room 3439 P,O, 80<707 
Washington. DC 20415 Washington. DC 20044 

Evaluation of PrQllQsed Benefit Changes 

We will evaluate your benefit proposal according to the health needs of Federal enroliees, the 
effectiveness of your utilization and COSl controls, rhe economic consequences of the proposal 
and the efficiency of your administration of the FEHB contracl. 

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 a major 
task. and we greatly appreciate the hafd work that everyone put into this efforl. Now that 
the brochure teXt is on file, we are concentrating on refining the process for producing the 
1997 brochures, We will give you more infonnalion about the process very soon, 

Small. Small Djsadva!1\il!led, aod Women-Owned Small Business Subcontracting 

We are committed to the Government', policy of encouraging small, ,mall.disadvantaged, 
and womeo-tiwned small business subcontracting in the performance of Federal agency 
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contracts. Therefore, it is important for botn OPM and FEHB Program carriers to look for 
additional ways to expand relevant subcontracting opportunities. 

Last year. we conducted a survey of all. partiCipating carriers to learn more about [heir 
SUbcontracting activities. We also have been working activeiy with the Small Business 
Administration to determine how bes[ to implement subcomracting initiatives that are . 
appropriate to OUf Program structure and which will produce desirable results. For contract 
year 1997, we will implement a pilot project with the seVen FElIB 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 aU other camers, we will place renewed emphasis on your responsibility to look for 
ways to expand small, small disadvantaged. and women·owned small business subcorltracting 
opporrunities in accordance with FAR clause 52.219·8, "Utilization of Small. Small­
Disadvantaged and Women·Owned Small Business Concerns ... 

Disclosure PolicY the Under Freedom of Infonuation Act 

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 ~xemption you believe applies to that item and give 
full justification for your belief that tne exemption applies. 

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

Execution of 1997 Contracts 

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

retia F. Myers 
Assistant DirectOr 
for Insurance Programs 

Enclosures 



Enclosure for Fee-for-Service Plans 


This enclosure provides FFS Plans with additional guidance on the submission of benefit 
proposals for the contract term Ianuary I through December 31, 1997. As stated in the call 
lener. we are not seeking benefit changes for 1997. It is important tbat all FFS Plans 
review this entire enclosure. 

There are tlu:'ee main parts to this enclosure: 

Pan One - Guidance on Benefit Changes 

Pan Two - Preparing Your Benefit Proposal 

Pan Three - Open Season Materials & Printing 


You will he provided with several formscunently under revision [0 conform to Postal 
Addressing Standards. Complete and rerum the following to OPM by May 3, 1996. along 
with the material described in Part Two of this enclosure: 

Designated Plan Contact 

Plan Contracting Officials 

Plan Contact for Brnchure. 

Plan Contact for Enrolimeru 


Complete and relllm the following with your May 31 submission; 

Certificate of Program Integrity - Modification 

FEHB Guide Strip 


If you have any questions about your benefits submission. please call your contraCt 
representative. 

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

I. A copy of each of your plan's entries in the 1996 FEHB Guide for you 10 

mark-up with any changes (e.g .. in the catastrophic limil. deductible •• etc.) you 
propose for 1997. Rerum the sliip with your May 31 submission. We will send you 
a final version for a plan contracting official to certify in mid-Iuly. 

2. Revisions to mandated (Le., non-negotiahle) language and required cbanges for 
the 1991 brochure. 

3. Printing specifications for the 1997 brochure and for the 1997 Rate Sheet. 



4, Logo and OPM authoriza,ion block for 'he cover of your 1997 brochure, Your 
brochure quantitIes (ann. sllipping labels. and related open season instructions will be 
sent t.) you in August. 

Rate iostructions will be sent under separate cover. The FEHB rates and their supponing 
documentation are subject to audit. ~1isrepresentation of your FEHB Program rates can 
result in criminal or civil legal actions against the Plan or its officials. We. with the suppan, 
of the Inspector General's Office and ,he Justice Department, intend '0 aggresstvely purnue 
health plans that attempt to cheat the FEHB Program, 

• 
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Part One - Gui4ance on Benefit Changes 


In keeping with the spirit of the call1ener. we remain extremely price sensitive, Benefit 
improvements will be accepted only to the degree that they are cos< 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 as on the Cost Sharing and Catastrophic Protection and Lifetime Maximums sections of 
the brochure, We prefer no changes in benefits for the next contract term, With this in 
mind. we offer tbe following guidance for the 1997 comract term: 

A, MenIal Health and Substance Abuse Benefits. Consistent with our policy in recent 
years, current Mental Health and Substance Abuse benefit levels may not be rnduced, 

B, 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. etc.• may 
be subject to applicable deductibles andlor coinsurance, 

C, Pre«ription 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, wben the drug (or insulin) is prescribed within aceeprod 
standards of medical care, Drug benefit deductibles cannot exceed 5600, member 
coinsurance cannot exceed 50%, 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 !'jnjecrab!es" are not 
acceptable, 

D. HDCIABMT for Certain Cancers, All non-experimental allogeneic and autologou5 
bone marrow transplants (inclu~ing autologous bone marrow transplants for acute 
lymphocytic or non-lymphocytic leukemia, advanced Hodgkin's lymphoma, advanced 
non-Hndgkin's lymphoma, advanced neuroblastoma, and testicular, mediastinal, 
retroperitoneal, and ovarian germ cell rumors) must be covered, In addition, all plans 
mu,t provide coverage for HDCI ABMT for breast cancer, multiple myeloma, and 
ovarian epithelial cell rumors, Coverage for these three conditions may be limlted to 
services received in clinical trials, provided hoth randomized and nonrandomi:red 
trials are included (the benefit may not be limlted to randomized trialS), 

E. Dental Care. Consistent with our policy in recent years, we will not accept increases 
in dental benefits, 
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F. 	 Managed Care Initiatives. FFS plans are encouraged to expand their existing PPO 
arrangements to 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 
presenred, andior contract with vendors to do so, where cost-effectIve, ., 

G. 	 Flexible Services Option. We continue to encourage carriers to utilize their authority 
under tile "Flexible Services Oplion". to identify and offer medically appropriate. cost 
effective alternatives to traditional care as the most effective way to 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 camer's existing benefit strucrure (such as 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 patient. The decision to 
offer an alternative benefit. howe~er. rests solely with the carrier and is not subject to 
OPM review u.nder tbe disputed claims process, 

• 
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Part Two - Preparing Your Benefit Proposal 


Because we nms! conclude negotiations in a few weeks, we expect every FFS Plan to prepare 
and submit a 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 worksheet format); 

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

- Proposed 1997 brochure langoage. 

We are seeking stability in FEHB Program benefit packages and are nor encouraging benefit 
changes. If you foresee unusual or eX<ensive 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 

Yau must include a narrative description of each proposed benefit change and clarification in 
your proposal. Answer the followiJig questions in worksheet fonnat for each proposed 
benefit change or clarification. If a particular question does not apply, please so 
indicate. Use a separate page for ~ change or clarification you propose. Incorrectly 
fOnnllned submissions will be returned to you for correction: The fnDowing Connat is 
reouired: 

Benefit Changes 

1. Describe the eXisting benefit and your proposed change. State the proposed 
brochure langoage, including the "How the Plan Changes" section. Be sure to show 
the complete range of the change. For example, if you are proposing to eliminate an 
inpatient deductible, indicate whether the change will apply to hospitalizations under 
mental health benefits as well. If there js more than one cbange to lhe same benefit. 
~t each change on a separate worksheet. " 

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

3. State 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 wbether any other benefit is offset by your proposal. Include 
the cost impact of this change as a biweekly amount for the Self Only and Self and 
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Family rate. If there is no cost impact or if the, proposal involves a cost trade-off 
with another benefit change, show the trade-off or a cost of zero, respectively. 

Benefit Clarifications 

1. Show the current and proposed language for lite benefit you propose to clarify: 
rererence all portions of lite brochure affected by the clarification. including tho.."How 
the Plan Changes- section. Prepare a separaie worksheet fQLeach prOllOsed . 
clarification. 

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

Please note that we consider a benefit change to be an increase or reduction. however slight, 
in lite level of coverage of a benefit shown in lite plan's current FEHB brochure, e.g., 
changing lite number of d.ys for a prescription drug supply from 31 ro 30 days. 
Clarifie.tions, on lite aliter hand, comprise changes in wording lIta! do not affect the level of 
benefits provided, A proposed change Ihat results in an increase or decrease in benefits 
must be shown as a benefit change, even if there is no cbange in rates. 
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Part Three - Open Season Material & Printing 

A. Your FEHB Brochure· As in past years, we expect you to typeset and print your 
brochures for the FEHB Program. The brochure production schedule aod the distribution 
deadlines that must be met remain unchange~, Last year. we automated the process and no 
longer exchange typeset brochure proofs. Carriers will again be.r 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 anention on the 
benefit proposals, obtaining agreement with the Plans on those proposals, and perfecting 
language so that we dearly communicate'the coverage in a manner that is easily understood 
by our customers. Plans will have sole responsibility for preparing the camera ready procf 
and printing the brochure. 

As was indicated in the calliener, we are refining the process for producing the 1997 
brochure. We wilt advise plans about any revisions [0 the mandatory language that must 
appear in all PEHB brochures (such as the Disputed Claims page, Inspector General 
Advisory on Fraud section, etc,), Additional infonnation about the refined process wiU 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) thal 
indicates that the attached document reflects our agreement aDd is to be the language used in 
tbe 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 related conditions for your plan for 1997. 

After the certificate is signed. you are free to proceed with the layout and printing of your 
brochures. You may prim the brochure when you are conftdent that the brochure is correct. 
You are responsible for assuring that the brochure is accurately typrset 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 rmal printed brochure, After prinling the 
brochure, please send 25 copies to your OPM cOntracl specialist. 

If we diScover unauthorized material changes to benefits Of language in your printed 
brochure, you will be required to reprint and redistribute corrected brochures at your 
expense. In addition, you will be required to notify ali 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 errofs through printing and distributing addendum sheets containing 

In· I 



corrected brochure language, rather than reprinting the brochure. Your OPM Contracting 
Officer will advise you what corrective a~tion win be required. It is in the best interests of 

'-"\ 	 you, your FEHB members, and the FEHB Program to produce accurate FEHB 
brochures. Please take appropriate steps during brochure production to assure the 
accuracy of your brochures. 

B. Rates - We will provide you with a rate sheet similar to the one we provided last:year. 
Vou will oeed to insert copies in the brochures you send to your members .nd to all 
distribution points, including the annuitant shipping poim in Iowa, The rate sheet will be 
available when rates are released, after the enrollee and Government sbares have been 
calculated, after September 8, Paper specifications will be forwarded with the priming 
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 plan 10 prim. 
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 malerials 
required to correct brochure printing errors. 

D, Penalties for Brochure Productio" Errors - Plans that efficienOy produce accurate 
FEHB brochures will benefit from the additional time and inereased freedom our new 
brochure production process provides. However, plans that are unable to produce accurate 
brochure proofs will face additional work as priming deadlines approach, We expect 
participating FEliB plans to devote the resources necessary to assume responslbilicy 
throughout the brochure production process for the accuracy aod contem of their brochures, 

Penalties will be assessed for errors based on tbe significance of the error, Plans will also be 
required to take appropriate corrective action (at plan expense) to assure that FEliB members 
recejve the correct information. Penalties and the cost of corrective action are nO( 
chargeable to the FEHB Program, Possible penalties (in addition to appropriate corrective 
action) would be a disallowance of not less than 5500, bUI if more, not more than 50 percent 
of your brochure printing allowance. 

The cost of reprinting and redistrihution of corrected brochures. addandum sheets, or other 
corrective action will not be reimbursed or chargeable to the FEHB contract. In addition, 
failure to efficiently pruduce accurate FIiliB 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 Iowa Cicy 
in a timely manner and, less frequently, to Federal agencies, Most FEHB brochures were 
delivered on time. If your Plan does not ship timely, you may be subject to the penalties 
in Item 0 above against your brochure printing allowance ('The penalcy will be increased 
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as warranted by Ihe delay,). in addicion, your failure to ship timely will be taken into 
consideration in detennining your service ,charge. To avoid such actions. please make timely 
shipping to Iowa Ciry and Federal agencies a prioriry when you distribUte Plan brocbures this 
FalL . 

Be conscientious and avoid these penalties! 
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U.s. Offl.o of ,",,"anne! Monagement FEHBP letter om" of ttm.nnca Pro;nsnu
All Prepaid Carriers 

FEHBP Lotter No. 96"()BB Date March 4, 1996 

Subjeot: Annual Call Letter. for the 1997 Contract Year 

This is the annual call for proposed benefit and rate changes !'rom plans panicipaJing in the 
Federal Employees Health Benefits (FEHB) Program. AJ in the past, this call letter StaleS 
our goals and procedures for the upcoming negotiations. 

Under S CFR 890.203(b). requests for the contract term beginning lanuary I, 1997, will be 
considered through May 31. 1996. 

To assure a timely Open Season, we will begin negotiations upon receipt of requests Ihr 
benefit anti rate changes. Spoci!lc instructions concerning informaIlon required to support 
requests for rate changes will follow shortly. We will opera!e under a schedule that will 
easure completion of all negotiations (benefits anti rates) by August 16. 1996. 

Guidance on Benefits 
, 

We are not proposing any new benefit ihltiatives 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 canien to expand and strengthen their existing PPO arrangements and 
the services provided under such arnmgements. We also expoc! canien to put in plal:e 
procedures to capture discounts f'rom bills presented. where it is cost effective to do so. 

AJ in past years. we will not aceept proposals for second options. A proposal for a Point of 
Service product. diseussed 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 nO! seeking any Program-wide benefit changes. We will aceept 
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 moe! our minimum benefit 
requirements plOVided in the enclosures. 
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Proposals for service area expansions andlor new rating areas for 1997 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 
presennal in your rnte 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 bave provided this 
alternative for a number of yean, and both the industry and other Large employer purcbascrs 
baYe begun 10 edopt POS alternatives as a means 10 introduce individuals 10 managed care 
Who would otherwise be raluclanl 10 commit 10 this kind of delivery system. We believe this 
is an effective way 10 encournge people 10 try managed care with the understanding thai they 
can still exercise the choice 10 go outside the network for specific services if they decide 10 
do so. Therefore, we will enterraln proposals from both fee-for-service plans and prepaid 
plans for a POS product. 

Fee-for-service plans may offer a POS product, and il may be offered on a pilot basis within 
a liminal geographic an:a. Although plans may propose a POS product thai 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 oul of network services. In-network POS benefits may be 
more comprehensive than the SllI/Idard benefil package, except for dental and vision care. 
Favorable consideredon will be based on factors such as demonstrated experience with POS 
products by the sponsoring organi2alion or network manager; presenwion of an 
edministraliveloperati<lnal plan thai addresses issues such as enrollee and provider educedon, 
the interrelationsltip between the POS product and the ongoing fee-for-service product; and 
presenwion of a plan for evaluating pilot projects and expanding the POS ptraluci if il is 
suceessful. POS savings must accrue 10 the FEHB Program. 

We will consider proposals from prepaid plans 10 offer POS or Opl-OUI benefits only if the 
plan can demonstrate experience with a private seclOr employer Who bas purcbased the 
benefit. As in past years, we will nOI accept proposals for second options. A POS or Opt­
Out product will be considered within an existing option only and may not be ranal 
sepantely. 

Submission of Prooosals 

./ Requests for benefit changes and clarifications must be in writing and signed by an 
authorized contracting official ofyour Plan. 

./ Proposed benefil changes must be precisely described and supported by actoariaI 
justificedon. 
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.I Benefit changes and clarlfications submissions must be submitted in a specific fonnat. 
ThIs format Is mandatory. SpeCific instructions for submitting your proposed 
changes and clarlfications are included in the enclosures• 

.I Proposed brochure language must be submitted with your request for benefit changes 
and clarlfications. instructions for submitting your proposed brochure language are 
included in the attached enclosure. You must include language for a "How Benefits 
Change in 1997" page, as well as language describing how the proposal affects 
benefits. exclusions, timiiations, defioitions and procedures. Your proposed language 
should be clear and in plain Englisb and explain how the change will affect the 
customer from the customer's point of view. 

Additional benefit proposal instructions appear ill the enclosure. 

Send your proposals to: 

(Overnight delivery) (Regular mail) 
U.S. Office of Personnel Management U.S. Office of Personnel Management 
Office of Insurance Programs Office of insurance Programs 
1900 E SIree!, NW., Room 3439 P.O. Box 707 
Washington, DC 20415 Washington, DC 20044 

We will evaluate your benefit proposal ai::oording to the health needs of Federal enroll .... the 
effectiveness of your utili..oon and cost 'control" the economic consequences of the proposal 
and the efficiency of your adminisu::ation of the FEHB conu::acL 

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

Small. Small Disadyanrued. and Women-Owned Small Business Sybconttactjng 

We are committed to the Government's policy of encouraging small, small-disadvantaged, 
and women-<>wned small business subcorlttlli:ting in the performance of Federa! agency 
conu::acts. Therefore, it is important for'both OPM and FEHB Program carriers to look for 
additional ways to expand reiewnt subconu::acting opportunities. 
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Last year, we conducted a survey of all participating caniers to Jearn more about their 
subcontr.l.Cting activities. We also have' been working actively with the Small Business 
Administration to determine how best to implement subcontr.l.Cting 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 Progtam caniers Lhat 
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 mu place renewed emphasis on your responsibility to look for 
ways to expand small, small disadvantaged, and women-owned small business subcontr.l.Cting 
opportunities in accortia.nce with FAR clause 52.219-8, 'Utili%alion of Small, Small­
Disadvanta&ed and Women-Owned Small Business ,Concerns. ' 

Disclosure Policy Under The fm;dom of Informatinn Act 

Any information included in your proposal will be subject to public disclosure after 
negotiations with all caniers are completed and new contracts are announced. Please identify 
each item in your proposal Lhat you belleve is exempt from disclosure under the Freedom of 
Information Act. Also, specify which exemption you belleve applies to tI1at item and' give 
full justificntion for your belief tI1at the exemption applies. 

We will decide on disclosure when a request for Information is made. We will base our ' 
decision on the jUlltifieation for nondisclosure you submitted with your letter. If we intend to 
release 31Iy information Lhat you belleve is exempt from disclosure, we will inform you 
before it is disclosed. 

Execution of 1991 Contracts 

We will send 1997 FEHB contr.l.Cts to each FEHB canier in time for !be contract to be fully 
executed prior to the beginning of the eontract year. Additional information 31Id 
requirements 'will be sent to you shortly. All 1997 contracts are expected to be signed before 
!be 1997 contract year begins. 

Assistant Direclor 
for Insurance Programs 

Your assistance in this effon will be . ted. 

Lucretia F. MyCrs 



Enclosure for Prepai.d Plans . 

This enclosure provides prepaid plans with additional guidance on benefic changes and 
instruc[ions on the submission of benefit and service area proposals for the upcoming 
contract term (January I through December 31. 1997). We prefer no cbanges 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 infonn.tion is 
required of all plans. whether or not they propose changes. 

There are four main parts to this enclosure: 

Pan On. - Guidance on Benefit Changes 
Pan Two - Preparing Your Benefit Proposal 
Pan Three . Changes in Service and Enrollment Areas 
Pan Four- Open Season Materials and Reimbursement of Printing Costs 

You will be provided with several forms currently under revision to conform to Postal 
Addressing Standards. Complete and return tbe following to OPM by May 3, 1996, along 
with the material described in Part 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: 

Cenificate of Program Integrity - Mndification 

FERB Guide Strip 


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

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

I, A copy of each of your plan's entries in the 1996 FERB Guide for you to 
marie-up with any changes (e.g., new plan name; expanded service area, etc.) you 
propose for 1997. If you propose additional rating areas (i,e" enrollment cooes) or to 
operate in new states, prepare additional entries. Return the strip, or strips, with 
your May 31 submission. We will send you a final version for a plan contracting 
official to cenify 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 1991 brochure. Your 
brochure quantities fonn. shipping Jabels. and related open season instructions win be 
sent to you in August. 

Rate instructions will be sent under separate cover. It should be remembered at all tines that 
FEHB rate submissions are Ibe cornerstone of our financial relationship wilb prepaid plans. 
The FEHB' rates and their supporting documentation are subject to audit to ensure Ibeir 
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, inrend to aggressively pursue health 
plans that attempt (0 cheat the FEHB Program. 
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Part One - Guidance on Benefit Changes 


In keeping with the sPlrit of the call leiter, we remain extremely price sensitive, but do not 
limit 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 contract 
term: 

A. 	 "Opt-Out" Benefits - We will consider proposals from prepaid plans to offer Point of 
Service or "Opt~Oulll benefits (providing reimbursement for plan members who elect 
to receive non-emergency care from non~plan providers at reduced indemnity rates) 
under the FEHB Program only if the Plan can de!llQostrnre experience with a private 
S~'[Qr employer who has !lUrchased this henefit. 

B. 	 Waiver of Office Visit Copayments for Prenatal and Postnatal Care - A number 
of phms currendy waive these copayments as a means of helping assure that pregrwu 
members obtain adequate pre- and post-natal care, and thereby increase the likelihood 
[hat their babies will be born without complications. We encourage other prepaid 
plans to do the same, 

C. 	 Coverage for Fertility Drugs - All prepaid plans are required to cover treatment of 
infertility, but many do not cover related prescription drugs, To better infonn FEHB 
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 born their 
infertility benefit description and their prescription d~g benefit description. 

D, 	 Mental Health and Substance Abuse - Consistent with our policy in recent years, 
Mental Health and Substance Abuse benefits may not be decreased. All prepaid plans 
must offer. at a minimum. either combined Mental Health and Substance Abuse 
benefits of at least 30 inpatient days and 40 outpatient visits or "stand alone" benefit 
configurations, providing benefits for mental conditions separately from those for 
substance abuse. that provide total benefits at least equal to this combined benefit. 
Any adjustments to "stand alone" benefits to 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 treaunents/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 inpatient minimum. Trade off rules must be shown in the brochure. Copayments 
may nor exceed 50% of the cost of the service. Increased copayments or coinsurance 
may be allowed for additional outpatient visits needed 10 meet the 40 visit 
requirement, but may not exceed SO%, Any benefits that are expressed in terms of a 
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specific dollar figure must be accompanied by documentation (updated each year) 
demonstrating .that the dollar cap is sufficient to cover 50% of the Cost of the covered 
dayslvisits. Lifetime benefit maximums for treatment of merual conditions are not 
pennitted. 

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

F. 	 Transplants - We require that all non-experimental bone marrow transplants 
(including non-experimental allogeneic bone marrow transplants. and autologous bone 
marrow transplants for acute lymphocytic and non-lymphocytic leukemia, advanced 
Hodgkin's lymphoma, advanced nOD-Hodgkin's lymphoma. advanced neuroblastoma, 
and testicular, mediastinal, rettoperitoneal. and ovarian germ cell tumors). cornea. 
heart. liver, and lddney transplants be covered. In addition, all FEHB plans must 
provide coverage for HDC/ABMT for the treatment of brea" cancer, mUltiple 
myeloma, and epithelial ovarian cancer. Coverage for these three conditions may be 
limiled to services received in clinical llials. provided both randomized and 
nonrandomized llials are incloded (the benefit may not be limited to randomized 
llials). Otherwise, experimental transplant procedures need not be covered, bu, the 
Plan must provide necessary follow-up care to the experimental procedure. AU 
prepaid plans must cover related medical and hospital expenses of tile donor (when 
the recipient is covered by the Plan). If the donor has primary coverage that provides 
benefits for organ transplant donors, tile Plan will coordinate benefits according to 
NAIC guidelines, as witil any other benefit. 

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

G. 	 Dental and Vision Benefits - We wiU consider new dental or vision care benefits 
only from community-rated plans and only when tiley are an integral part of tile 
community benefits package we purchase. 

H. 	 Prescription Drugs - All plans must provide at least a minimum level of coverage for 
all medically necessary drugs that require a prescription for their use, and insulin. 
Drug benefit deductible, may nO! exceed $600 and member coinsurance may nO! 
e.ceed 50 %. Lifetime or alUlUal benefil maximums on prescription drugs are nol 
permitted. 

Coverage must be provided for disposable needles and syringes to administer covered 
injectables, IV 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. 
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A drug 	formulary may be used as long as the plan provides beilefits for 
non-formulary drugs wben prescribed by a Plan doctor, The formulary cannot be 
used as a means to 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 "injectabJes" are nor acceptable. 

I. 	 DHHS-Mand.ted Benefits - All prepaid plans must offer certain benefits that ,ue 
f!llUldared for qualified plans by the Department of Health and Human Services" 
(DIDIS), without limitation as to time and cost, other than as prescribed in the 
Public Health Service Act and DHHS regulations, These required benefits include: 

./ Nonexperunental bone marrow, comea, kidney, and liver transplants (see 
F, above for other FEHB requirements in tltis area); 

./ Short-term rehabilitative therapy (pbysical, speech, and occupational) the 
provision of which can be expected to result in significant improvement in the 
patient's condition within two months: 

./ Family planning services. including all necessary nonexperimental infenility 
services. to include artificial insemination with either the husband's or donor 
spenn. The cost of donor sperm need not be covered. Other costs of 
conception by anificial means or assisred reproductive technology (such as in 
vitro fertilization or embryo transplants) may be eXcluded to the extent 
permitted by applicable State law. 

./ Home health services; 

./ Inhospitai administration of blood and blood products (including "blond 
processing") ; 

./ Surgical treaunent of morbid obesity. When medically necessary; 

./ Implants - the procedure must be covered, althougb the cost of the device 
may be e.cluded; 

Federally-qualifIed community-rared plans offer these benefits at no additional cost. 
i,e .. within the community rate, Plans that are not Federally-qualified sbould reflect 
the cost of any nonweommuniry benefits on Attadunent 2 of Lheir rare calculation (If 
there is no additional cost. the cost entry should be zero). 

J. 	 Separate Service and Enrolhnent Areas - You may propose a separate elU'OlIment 
area for Federal members that is equivalent to the elU'Ollmem area offered to your 
commercial. non-Fed.ral members. In addition. if the State(s) where you bave legal 
authority to operate permit you to elU'Oll momb.", wbo work (rather than live) within 
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your commercial service/enrollment areas, you may propose an equivalent enrollment 
policy with respect to FEHB Program enrollees. Since benefits may be restricted for 
care rt'ceived outside the service area (the area in which plan providers of medical 
services are generally located), your proposal must also include brochure language (0 

clearly describe each area separaleIy. Your brochure will be the primary source of 
infonnation 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 accordance with these instructions by 
May 31, 1996. . 

Your actual benefit proposal will consist of several p~ns: . 
• Benefit package documentation; 

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

- Narrative description of each proposed Change (in worksheet fonnat); 

- Narrative descrip[ion of each proposed clarification (in worksheet fonnat); and. 

- Proposed 1997 brochure language 

If you foresee unusual or exte~lve changes to your conununity 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 yoor 
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 
exclnded 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 rate calculation. 

1997 FEHB Proposal Instructions 

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

L Experience-rated Plans - Provide a copy of a fully executed employer group 
contract evidencing the highest level of coverage offered for 1996. 

2. Community-rated Plans - Provide a fully executed copy of the community benefits 
package (aka master group contract or subscriber cenificate) 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 nO! 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: 

L Experience-rated Plans - 1£ is OPM's inlention 10 continue (0 purchase the highest 
level of coverage offered to employer groups by your Plan (or current FEHB benefits. 
whicilever is iligiler). If you have not made changes to the highest level of 
coverage submitted in response to A(l) above, then submit. statement to this 
effect, along with an additional copy of the benefit description, If you h ... made 
changes, submit a copy of the new benefit description and answer the questions 
in Section C below. This benefit package and the associated rare must have been 
filed with your State if a filing is required by the State. 

2. Community-rated Plans - It is OPM's intention to purchase the same community 
henefit package that covers the majority of your plan's subscribers/contract holders, 
with adjusunents for any benefit differences resulting from specific requirements of 
the FEHB Program. If 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 note that if 
we later deterroine that the community benefits package you submit is not the 
community benefits package purchased on behalf of the majority, your 1997 FEHB 
rates will he subject to adjustment in accordance with tile Federal Employees lIealth 
Benefits Acquisition Regulations (FEHBAR). 

Descriptions of community-based riders and other additions to the basic package 
that reflect previously agreed-upon modifications or mandated additions tu tbe , 
community package. must be appended. Riders (optional benefits not sold to all 
plan groups) that are incorporated in tbe community package must be 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 described in 
Item D below, 

C. 	 To simplify our comparison of your 1997 community benefits package propusal and 
the benefits package currently purchased for the 1996 contracllerm. please attacb a 
cbart displaying the following information: 

L Ilenefits that are covered in one package but not the other: 

2. Differences in copays, coinsurance, numbers of days of coverage and Olher levels 
of coverage be£ween one package and the other~ 

3. Whether the costs of the difference, at (I) and (2) are inclnded within or are in 
addition to the community rate charged to the other groups that purchase this 
community benefits package, and to the FEHB Program: 

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

n-2 



D. 	 Describe the procedure in your State for filing and/or obtaining approval of 
community benefit packages and changes. If filing andlor 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 Stalt. Please highlight and address any State mandated 
benefits that have not been specifically addressed in previous negotiations with OPM. 
Please note thaI we will accept proposed benefit changes only if: (l) the chang"s were 
submitted 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 defaull. i.e .• the State does nol object to proposed changes 
within a cenain 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 operates in more than one State, provide this information for each State. ' 

E. 	 You must provide a narrative description of each proposed benefit change and 
clarification in your proposa!. Answer the following questions io worksheet fonnal 
for each proposed benefit change or clarification. Use a separate page fo,.. Jll!t!l 
change or clarification you propose. [ncorrectly formatted submissions will be 
returned to you for correotion. The foHowing format is reguired: 

Benefit Changes 

1, Describe the existing benefit and how you propose to change it. State the 
proposed brochure language, including the "How the Plan Changes" s<Ction. Be sure 
to show the complete range of the change, For instance, if the Plan is proposing 
elimination of its hospitalization capay, indicate wbether this change will apply to' 
hospitalizations under the emergency and mental health benefits. If there is more than 
one change to the same benefit. present each change on a separate worksheet, 

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

3. State the acmarial value of the change, and whether the change represents an 
increase or decrease in (a) the existing benefit. and (b) your overall benefit package, 
[f an increase, descnbe whether any other benefit is offset by your proposal. 

4. State whether this change is part of the plan's proposed <onununity benefits 
package (see Item B.2.) or a change that has been submitted to the State for approval. 
State how the change will be introduced to other employers (e.g., group renewal 
date). State what percentage of Plan contract holderslsubscribers now have this 
benefit aad the percentage you project will be covered by January 1997. 
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5. Has tbe change been submitted to and approved by the appropriate State 
authorities? If so, when? Supporting documentation must be submitted (see Item D 
above). 

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

•. 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!. What is the maximum percentage of all your subscribers/contract 
holders you expeCt to be covered by this rider and when will that occur? 

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

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

Benefit Clarifications 

1. Show the current and proposed language for the bener" you propose to 
clarify; reference all portions of the brochure affected by the clarification, 
including the "How the Plan Changes" section. Prepare a separate worksheet 
f2r each proposed clarification. 

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

Please nole 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 tbe number of days for a prescription drug supply from 31 to 30 days. 
Clarifications, on the other hand. comprise changes in wording which do not affect the level 
of benefits provided. A proposed change that results in an increase or decrease in 
benefits must be shown as a benefit change, even if there is no cbange 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 [0 the FEHB will remain availabJe to our members 
for the 1997 contract term. You must inform us of any expected changes. See Pan One if 
you are proposing separate service and enrollment areas for 1997. 

Service/Enrollment Area Reductions - Explain the reason for and provide 
supponing documentation (e.g., withdrawal nolice from medical group) 
regarding any proposed reduclion to the plan's service/enrolhnem area. Does 
this reduclion apply only to the Federal group? Describe precisely, and 
provide a map of, the area to be eliminated. 

ServicelEnrollment Area Expansions - The Plan must propose any 
servicelenrolhnent area expansion by May 31. We will grant an extension for 
submitting to OPM any supponing documentation described below, including 
all necessary State authorizations, until no later than June 30. We cannot 
extend funher because of printing deadlines we must meet in order to include 
approved expansions in the FEHB Guide. • 

Redesignadon as a Mixed Model Plan - If your Plan formerly operated as • 
Group Practice Plan (GPP) or Individual Practice Plan (!PP) and now offers 
both rypes of providers, redesignation as a Mixed Model Plan (MMP) may be 
appropriate. You must request redesignation and describe the delivery system 
that has been added. 

Please nole: We require that you cenify that the informarion you provide us concerning 
your delivery system is based on providers with whom you have e;s,ecuted contracts; letters 
of intent are not acceptable in lieu of executed contracts. We also require that you cenify 
that all contracts with providers contain 3 "hold harmless" clause. Use the cenification form 
at 1II-5. 

Important Notice: If your Plan has an enrollment area reduction or a new rating area is 
established that requires currem Plan members to change enrollment codes, new codes will 
be assigned and there will be a total positive ..-enrollment of.1I of lbe Plan's FEHB 
members during the 1996 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 ability to provide contracted benefits. 
Accordingly, please provide the following infonnarioo: 
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Instructions 


A. Provide a description of the proposed expansion: 

1. Describe the proposed service area expansion by zip code, county. city or tOWn. 
Please note that in general, FEHB service and enrollment areas must be the same 
(except as noted in Part One. J. ofthi. enclosure). !. 

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

3. In addition to the access to provider. 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 lhe distance in miles/minutes from the furthest point of 
the new service area to current localions of Plan primary care doctors and to 
coruracting hospitals in your existing service area. (If your plan is a GPP, show the 
distance to a current center (not s3rellite) in the existing service area.) 

4. Include proposed language for this expansion in your brochure language 
submission (see Part IV). in both the Service/Enrollment Area description and "How 
the Plan Changes" section. 

B. Authority to operate in proposed area: 

1. If the new 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 a~ rate as in your current service area, If not, explain 
in detail. 

2. Please provide a copy of the State approval document authorizing you to both 
market and provide services in the proposed expansion area, and the name and 
telephone nwnber 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, 

C. Access to Providers· Please submit certified statements (signed by an authorized 
contracting offiCial) of the following information concerning the avaUabilil}' of services in 
your proposed expansion, for each zip code. county> eiry or tpwn, as described in your 
proposed r.ervice area expansion. Please note that a provider directory is not sufficient. 

lao The number of printary care physicians in the proposed area with whom you 
have executed conrmelS. 

lb. 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 hospimls in the proposed area with whom you have executed 
contracts. List them. I· 

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. 

B. 	 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., phannacies, DME, 
etc.). 

D. Redesignalion as a Mixed Model Plao • This section applies only if your Plan formerly 
operated as a GPP or lPP 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 pan 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 B903(4)(A)) 

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

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

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? 
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2. If members are restricted to one type of delivery system, what must "a member do 
to change from one delivery system to the other 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 (centers)? If 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' 
Service Area Expansion Certification 

I hereby certify that the attached service area expansion proposal has been prepared in 
accordance with the requirements found in Part ill, Changes in ServicelEnrolimem Areas, 
located in the FEHBP Letter 96·08B. Specifically, !. 

I. 	 All provider contracts have hold harmless provisions in them. 

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

3. 	 All of the ioformation provided in response to Part ill, Paragraph C (Access 10 

Providers) is accurate as of the date of this certificalion. 

Signalure of Plan Contracting Official 	 , 

Title 

Plan Name 

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

A. Your FEHB Brochure· As in past years. we e.pect you to typeset and print your 
brochures for the FEHB Program. TIle brochure production schedule and the distribution 
deadlines that must be met remain unchanged. Last year. we automated the process a~d no 
longer exchange typeset brochure proofs. Carriers will again bear full responsibility for the 
accuracy and timeliness of their FEHB brochures, and will be beld accountable ·for any 
brochure ernors. 

TIle 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. 

Ai; was indicated in the call letter, we are ..rming the process for producing the 1997 
brochure. We will advise plans about any revisions to tha mandatory language that must 
appear in all FEHB brochures (such as the Disputed Claims page, Inspector General • 
Advisory on Fraud seclion, etc.). Additional information aboul the rermed precess will be 
forthcoming. 

Once the benefit negotiation process is complete, we will provide you with a disk containing 
the language that is to be primed in your 1997 brochure, along with two paper copies of the 
information. TIle paper copies will be accompanied by a cettification (2 copies) that 
indicates that the attached document reflects our agreement and is to be the language used in 
the brochure. TIle certification will be signed by OPM and by an authorized contracting 
official for your plan, and will be inserted in your 1997 con .... ct as tbe 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 prim the brochure wben you are confident that the brochure is correct. 
Yau are responsible for assuring that the brodlure is 3c<:urateJy typeset and conforms to 
the agreements reached on beneflts and the instructions for printing the brochure. You 
will be held ac<:ountable for any errors in the final printed brochure. After printing the 
brocbure, please send 25 coples to your OPM contract specialist. 

If we discover unauthorized material changes to benefits or language in your printed 
brcchure, you will be required to reprint and redistribute corrected brochures at your 
expense. In addition. you will be required to notify all enrollees of the error and of the 
correct available benefit, and to absorb the penalties described below. It may be possible to 
correct some less serious errors through printing 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 FEHB 
brochures. Please take appropriate steps during brochure production to assure the 
accuracy of your brochures. 

B. Rates· We will provide you with a rate sheet similar to the one we provided last year. 
You will need 10 insert copies in the brochures you send to your members and 10 all L 
distribution points. including the annuitant Shipping poim in Iowa. The rate sheet will be 
available wben rates are released, after the enrollee and Government shares have been 
calculated, after September 8, Paper specifications will be forwarded with the printing 
specifications for your brocbure, 

C. Reimbursement of Printing Costs - As in previous years. we will reimburse 
conunuruty-rated plans for costs associated willi printing the quantity of brocbures that we 
authorize the plan to print. These cbarges to the FEHBP 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 
infonnarional materials required to correct brochure priming errors. 

D. Penalti"" for Brochure Production Errors - Plans that efficiently produce accurate 
FEHB 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 approacb, We expect 
participating FEHB plans to 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, Plans will also be 
required to take appropriate corrective action (at plan expense) to assure that FEHB members 
receive the correct informadon. Penalties and the cost of corrective action are nol 
chargeable to the fEHB Program. Possible penallies (in addition to appropriate corrective 
aClion) would be a disallowance of OOt less than $500, but if more, not more than 50 percent 
of your brochure printing allowanc<:, 

The cost of reprinting and distribution of corrected brocbures, addendum sheets, or other 
required corrective action will not be reimbursed or chargeable to the fEHB comract. In 
addition. if your plan is experience-rated, failure to efficiently produce accurate FEHB 
brochures will be taken into consideration in determining your service cbarge. 

E. Penalties for Late Brochure Distribution - In the past we've experienced problems with 
plans failing to ship requested brochure quantities to OPM's delivery point in Iowa City in a 
timely maMer and, less frequently, to Federttl agencies. Most FEHB brocbures were 
delivered on time, If your Plan does not sbip timely, you may be SlIbject 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 pan of the rate reconciliation. In 
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addition. if your pian is experience-rated. your failure to ship Hmely· will be taken into 
consideration in determining your service charge, To avoid such actions, please make timely 
shipping to Iowa City and Federal agencies a priority when you distribute Pian brochures this 
Fail. 

Be conscientious and avoid these penaldes! 

Many FEHB plans are affiliated with other FEHB pians, 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 to 
coordinate your efforts, increase efficiency, and eliminate duplication of effon. 
Newly-approved FEHB plans producing FEHB brochures for the r"'t time can benefit from 
the guidance and experience of related affiliate plans who have produced FEHB brochures 
previously. 

1V-3 




Attachment F: Federal Employees Health Benefits-Women & Family 

Health Initiatives in Annual Call Letter Guidance 
. 

6. FEHBP Call Letter 1995 



U.s. Office of Penlonnal Management fEHBP letter 
0ffl0I of ~ Progmna

All Carriers 

!­

FEHBP Letter No. 95-' Date March. 13. 1995 

SUBJECT: Annual Call Letter for the 1996 Contract Year 

This Is the annual call for proposed benefit and rate changes from plans 
participating in the Federal Employees Heelth Benefits IFEHB' Program. As in the 
past. this call letter states our goals end procedures for the upcoming negotiations • 

•Under 5 CFR B90.203(bl. requests for the contract term beginning January 1. 
1996. will be considered through Mey 31.1996. We will not consider 
supplemental requests for chenges submitted after May 31. unless they pertain to 
proposed rate. and based on data unavailable at the time of submission. 

To assure. timely Open Season. we will begin negotiatione upon receipt of 
requests tor benefit and rete change.. Specific lnatructions concerning information 
required to support requests for rate changes will tollow shortly. We will operate 
under a schedule that will ensure completion ot all negotiations (benefits l!lll!. ratesl 
by August 16. 1995. . 

Guidance on Benefits 

We are proposing no new benefit initiatives for 1996. 

Fee-for·Service Plens 

We are not aeeking Program-wide benefit changes. Benefit imProvaments will be 
eccepted only to the dagree that they are cost neutral. Savings from managad care 
initiatiVes must accrue to the FEHB Program. 

Fee-for-Service plans ere encouraged to expend their existing PPO arrangements 
end the services provided under such arrangements. We else axpect corti81'S to put 
in piece procedures to cepture discounts from bills presanted, where cost effective 
to do so. 
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We ere changing Fe....for·Service prototype language to substitute the term 
"Aexible Services Option" for "Large Case Management." This term more aptly 
describes the actual benefit, and Fe....for·Service plans are encoLraged to utilize this 
provision to cover cost effective, medically necessary services (such as medical 
foods and nutrition therapyl they do not otherwise cover. 

Prepaid Plans 

We are not seeking Program-wide benefit changes. We will accept carrier-initiated 
benefit changes only to the degree that they reflect chenges in the carrier's 
community package which we purchase. All prepaid plans must meet our minimum 
benefit requirements provided in the attsched enclosure. 

Proposals for service area expansions andlor new rating areas for 1996 must be 
summarized in your cOver lettsr. We will not consider eny new rating arees or 
service area expansions not proposed in your May 31 submission. Proposels for 
additional reting areas must elso be presanted in your rate submission. 

Common Coverage Issues , 

We 	will not accept any proposals for sacond options. 

Submission of ProDQsaia 

v' Requests for benefit changes and clarifications'must be in writing and signed 
by en authorized contrecting offieiel of your Plen. , 

v' Proposed benefit chenge. must be precisely described and supponad by 
actuarial justificetion. 

v' We hava in the past requested that your benefit chenges and clarifications 
submissions be submitted in a specific format. This fonnat is now 
mandetory.. Specific instructions for submitting your proposed changes and 
clarifications are included in the attsched enclosure. 

v' 	 Proposed brochure language must be submitted with your request for benefit 
chenges and clarificeticns. Instructions for submitting your proposed 
brochure language are Included in the attached enclosure. You must Include 
language for a "How Benefrte Change in 1996" page, as well e8 lenguage 
describing how the proposal affects benefItS, exclusions, limitations, 
definitions and procedures. Your proposed language should be clear and in 
plain English. 

Additional benefit proposal instructions appear in the enclosure. 
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Send your proposals to: 

(Overnight delivery) (Regular mail) 
Office of Personnel Management Office of Personnel Management 
Office of Insurance Programs Office of Insurance Programs 
1900 E Street, NW., Room 3439 P.O. Box 707 
Washington, OC 20415 Washington, OC 20044 t-

Enluatioo 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 

We have reengineered the process by which we produce the brochures. In the 
past, the Office of Insurance Programs has worked very closely with the carriers in 
the actual production 01 the brochure, including giving the ·ok to print" at tim end 
of the process. This year we will concentrate our attention on the benefit 
proposals, obtaining agreement with the Plans on those proposals, and perfecting 
language so that wa clearly communicate the coverage in a manner that is easily 
understood by our customers. Plans will heve sole responsibility 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 inlonnelion will be in an automated form, on a computer 
disk. Any changes from the 1995 mandatory language will be in bold for easy 
recognition of the changes. Plans are not permitted to modify the mandatory 
language. 

Plans will add the exact text of their 1995 brochure to the 1996 mandatory 
language they receive from OPM. This information will form the platform on which 
the Plans will reflect their desired changes for 1996. (Plans cannot change the 
mandatory language provided by OPM.1 

Plans will reflect their proposed benefit changes or clarifications by adding new 
text, proposing revised text, and flagging sections to ba deleted. New text is to be 
edded in boldface. When existing text is clarified it wiU appear twice. The old 
text, now proposed for revision will appear with underlining. The new, revised, 
taxt proposed as the raplacement will appear in boldface. When Plans propose to 
delete text, the language to be deleted should appear In ynderline. In summary, all 
language that you propose to delete or chenge must be shown in ynde[(ioe (do not 
delete any existing brochure language). An new language (or changed language) 
that you are proposing to add for 1996 must be shown in boldface. Boldface and 
underlining are not to be used in your submission except as Specified here. 
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This information will be submitted to OPM on disk. We will then revise ;t as 
necessary to reflect the result of our negotiations with you. When the benefit 
negotiation process is complete. we will retum on disk an updated version that 
Contains 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 the.•attached document reflects our agreement and is to be the language used in th'~ 
brochure. The certification will b. signed by OPM and by an authorized contracting 
offlCal for your plan, and will be inserted in your 1996 contract as the contractual 
statement of benefits and related conditions for your plan for 1996. 

After the certificate is signed, you are free to proceed with the layout and printing 
of your brochures. Rates will not be included in the brochure, but .s in 1995 are 
to be printed on a separate sheet to accompany your brochure at the time of 

. distribution. Plans will be responsible for ensuring that the brochures 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 to Iowa City. 

• 
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 carrie .... FEHB enrollees, and the FEHB Program 
to datect and correct all such errors bofore the brochur. is printed. and carriers will 
now baa, solo responsibility for doing so. We appreciate past efforts and support 
you gave us to assure brochure accuracy and timely distribution. 

Disclosyre policy Under Freedom of Information 

Any informetion 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 to that item and give full justification for your belief that the 
exemption epplies. 

We will decide on disclosure when a request for information is made. We will bese 
our decision on the justification for nondisclosure you submitted with your letter. If 
we retease any information that you believe is exempt from disclosure, we wiU 
inform you before it is disclosed. 
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Execution of 1996 Contracts 

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

Since y, 

Lucretia F. Myers 
Assistant Director 

for Insurance Programs 

Enclosures 
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U.S. Office of Personnel Management FEHBP Letter Office: of In!ruronce Programs 

All Carriers 

,. 

FEHBP Letter No. 94-04 Date March 24. 1994 

SUBJECT: Annual Call Letler for the 1995 Contract Year 

This is the annual call for proposed benefit end rate changes from plens 
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 ", 
1995, will be considered through May 31, 1994. We will not consider any 
supplemantal requests for changes submitted after May 31, except those pertaining 
to proposed 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 benefit and rate changes. Specific instructions concerning information 
required to support requests for rate changes will follow shortly. We will operate 
under a schedule that will ensure completion of all negotiations (benefits and ratesl 
by August 15, 1994. 

Guidance on Benefits 

In light of the President's proposal to completely reform the national health system 
and the ensuing debate wa want to maintain the current stability of the FEHB 
Program. We are not encouraging major changes to the FEHB Program or to the 
benefit packages offered by participating FEHB plans. It is 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 lor 1996, although rate 
negotiations will take place next year as usual. 

This year, we hope to put our efforts into brochure improvements lor ease 01 use 
and clarity. We have therefore limited our benefit initiatives to those designed to 
correct certain operational discrepancies noted in the past and minimize adverse 
selection factors where possible.' . 

The details for OPM's benefit initiatives for the 1995 contract follow. 
t', • 
J 
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Fee~For~Service Plan Issues 

A. COST SENSITIVITY--Cont.ining 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 a result of 
OPM initiatives will be kept at zerO or the lowest level possible. Senefit· 
improvements initiated by the carriers. including managed care initiatives, will be 
accepted only to the degree that they are matched by reductions. ,. 

We continue to encourage expansion of PPO arrangements, in terms of availability 
of PPO providers to enrollees and coverage provided. In addition, carriers are 
expected to obtain the lowest price available for all goods and services, including 
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 procedures in your benefit submission to us. 

B. BENEFIT INITIATIVES 

1. Medicare Part B Umiting Charge--The Omnibus Budget Reconciliation 
Act of 1993 (OBRA 93) applies the Medicare Part B limiting charge.s for, 
physicians' services to retirees enrolled in the FEHB Program who are 65 
years of age and older and who do not participate in Medicare Part B. OBRA 
90 amended the FEHB law effective January 1, 1992, to require fee-for­
service FEHB plens to apply the Medicare Part A limitations on payments for 
hospital charges when FEHB benefits for the same service are provided to 
retired FEHB enrollees 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 
treatment of mental conditions must eliminate them for 1995. 

Prepaid Plan Issues 

A. Opt-Out Benefits--We believe 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 enrollees and 
wish to offer it under the FEHB Program as well, we will be happy to consider such 
a proposal. 

B. StabilitY of Benefit Pack8ges--As previously indicated, we anticipate allowing no 
benefit changes for 1996. We therefore expect all prepaid plans to maintain e 
stable benefit package for their Federal members. Any prepaid plan that anticipates 
changing its basic community package, the number of rating areas, plan type (GPP, 

) IPP, MMPI, or a merger/consolidation with another entity during this timeframe 
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should indicate the change in its proposal and describe it in as much detail as 
possible, so that its anticipated effect can be taken i,:to account in negotiations. 

( 
C. Separate Service end Enrollment Areas-Up to now wa have required Federal 
enrollees to live within a prepaid plan's OPM-approved service area in order to 
enroll in that plan. Wa ara changing our policy in this area. For 1995, we will 
accept proposals from prepaid plans to set their "enrollment area for Federal " 
members equivalent to the plan's enrollment area for its commercial members. For 
.xample, if your commercial enrollment policy is" to permit the enrollment of 
persons who either live Or work in your service area, you may do the same for 
FEHB enrollees. Additional guidance is provided in the attached .nclosure. 

Common Coverage Issues 

A. Immunizations for Children-All FEHB plans will provide coverage for childhood 
immunizations. These benefits may !l!!l be made subject to deductibles or 
coinsurance/copaymants. Benefits for associated office visits may, however, be 
subject to such cost sharing. 

B. Mental Health and Substance Abuse Beneiits-Consistent with our policy in 
recent years, current levels of benefits will not be reduced. In addition, alilifeiime 
benefit maximums for treatment of mental conditions must be eliminated. All "plans " 
must provide mental health benefits at least covering the equivalent of 50% of the 
cost of 30 inpatient days and 20 outpatient visits per calendar year. Inpatient days 
can be exchanged for outpatient day treatment at the rate of two day treatments 
for each inpatient day. Prepaid ptans that currently have combined mental health 
and substance abuse benefits must offer benefits that cover 30 inpatient days and 
20 outpatient visits for each category. 

C. Dental Benefits--Consistent with our policy in recent years, we will not accept 
any increases in dental benefits for 1995 by fee-far-service ptans. We will not 
consider new dental benefits or enhancements to current dental benefits by prepaid 
plans untess they ana an integral part of the community package and offered at the 
community rate. " 

D. ABMT for Breast Cancer-We do not feel we can require all FEHB plans to 
provide coverage for high dose chemotherapy with autologous bone marrow 
transplant (HDC/ABMT) for the treatment of breest cancer at this time. However, 
in light of the ongoing controversy Over this treatment modality and our desire to 
be responsive to the needs of our enrollees and their family members, we want to 
discuss the issue with all of you and reach a consensus on what to do FEHB-wide. 

Please be advised that we will not hesitate to make changes in our requirements in 
this area once clinical evidence establishes the efficacy of this procedure. We will 
expect all FEHB plans to immediately comply with those requirements, including " 

• 
changing coverage in mid-year • 
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Ekochures 

All plans will typeset their FEHB brochures again tliis year. The typesetting 
schedule for 1995 brochures is similafto last ye.r. 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 soon as possible and forward the first proof to OPM not later 
than May 2, 1994. 1· 

We appreciate the support we received from FEHB plans last year. Because of the 
efforts 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 
Iowa City, Iowa. 

We remind you that OPM levels a penalty on plans that are late in delivering their 
brochures. We will also assess additional penalties of at least $500 for failure·to 
comply with our required brochure production procedures. such as when a plan 
certifies an erroneous brochure proof. or when unauthorized alterations (intentiona) 
or unintentional)- appear in production brochures. Additional guidance is provided in 
the attached enclosure. 

Submission of proposals 

v' 	 Request. for benefit chang.s and clarifications must be in writing and signed 
by an authorized contracting official of your Plan. 

I~ 

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 b. 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 
to include language for. "How Benefits Chang. in 1995" pag•• as well .s 
language describing how the proposal affects benefits,J exclusions, 
limitations, definitions and procedures. Your proposed language should be 
set forth in plain English and reflect the proposal accurately and clearly. 

Additional benefit proposal Instructions appear in the enclosure. 
Proposals submitted by overnight delivery should be sent to: 

Office of Personnel Management 
Office of Insurance Programs 
1900 E Street, NW., Room 3415 
Washington, DC 20415 
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Proposals submitted by regular mail should be sent to: 

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

Washington, DC 20044 


Evaluillioll 91 proposed Benefit Ql]angu 

Your benafit proposal will be evaluated 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. 

Disclosure Policy Under Freedom pf Information 

Any information included in your letter will be subject to public disclosure aftar 
negotiations 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 Freedom of Information Act. Also, specify which exemption you believe 
applies 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 
letter. If we decide that any item of information that you believe is exempt from 
disclosure i. not exempt, we will so inform you before it is disclosed. 

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

Lucretia F. Myer. 
Assistant Director 

for Insurance Programs 

Enclosures 
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/ 
United States 
Office of 

Personnel Management Washington, D.C, 20415,0001 

CARRIER LETTER 93·16 MAl\. 3 I 19S3 

Dear carrier. 

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 year's call letter states 
our goala and procedures for the upcoming negotiations. 

Under 5 CPR S90.203(b) , requests for the contract term beginning
January 1, 1994, will be considered through Hay 31. 1993. We 
will not consider any supplemental requests for changes submitted 
after May 31, except those pertaining to proposed 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 benefit and rate changes. SPecific 
instructions concerning information required to support requests
for rate cbanges will follow shortly. We will operate under a 
SChedule that will ensure completion of all negotiations
(benefits ~ rates) by August 13, 1993. 

Guidance on Benefits 

All FEHB members should be assured of a reasonable level of 
benefits. OUr goal is to rationalize the benefit packages in the 
FEHB 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 so that consumers can make decisions based on facts 
without the fear that subtle benefit language will cause big
surprises. 

The details for OPM's benefit initiatives for the 1994 contract 
follow. 
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Guidance for Pee-Por-Service Plans· 

A. MlINAGEMJ!NT 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 transactions and 
innovative henefit designs that would be cost 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 administrative expense
reductions not previously negotiated. The savings will be 
formula driven with up to lOt of the documented first year
savings and up to 5t of the continuing savings for up to·two 
additional years. 

3. Carriers are directed to review major vendor costs for 
possible reductionS. 

,
B. COST SBNSITIVITY---Containing health care price increases is 
one of the paramount issues facing the FBHB Program as well as 
the country. 

1. Cost increases related to benefit adjustments as a 
result of om initiatives will be kept. at zero or the lowest 
level possible. 

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 consider Plan initiated benefit 
improvements up to 25t of the savings reSUlting from new 
managed care initiatives. (Om will not consider 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 enrollees as well as coverage provided. In addition, om 
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, including non-Pro providers. If you currently have 
such price concessions in place, please indicate their 
extent in your rate proposal. 
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C. BENEFIT INITIATIVES---OPM is not proposing, nor will we 
accept, any major benefit initiatives for· 1994 in view of the 
current debate on health care reform and our desire to assure the 
continued stability of the FBIIB ·program. 

1. COmbine Inpatient Dootor (Surgical and Other)
Reimbursement Levels--FFS plans must equalize levels of 
benefits for all inpatient doctor care. unequal benefit i· 
levels do not seem logical and may encourage surgical care. 

2. Combine OUtpatient Doctor Reimburs_t Levels- -The same 
rationale as indicated above for inpatient doctor care holds 
for the outpatient side. In view of this, all PFS plane 
must equalize levels of benefits for all outpatient doctor 
care. 

3. Diagnosis and Treatment of Infertility--All PFS plans 
are to provide benefits for the diagnosis and treatment Of 
infertility problems. This does not mandate coverage for 
ART procedures (artificial reproductive technology • such as 
artificial insemination, in vitro fertilization, and embryo
transfer). 

4. Preventive Care in PFS Plana·-over the last several 
years OPM baa mandated certain benefits to expand the 
coverage of cost-effective preventive care. Within the cost 
restraints outlined earlier, we encourage plans to add new 
preventive benefits. We recommend 1'1'9 plan preventive care 
packages include the following: 

• Well child care (visits, tests, immunizations)
• 	 Blond lead level screening for Children 
• 	 Pregnancy Risk Management Programs with incentives 

for participation 
• Group B streptococcus infection screening of pregnant

women . 
• 	 Coverage of smoking cessation drugs and medications 
• 	 Cancer screening (breast, cervical, colorectal & 

prostate) 

Guidance for Prepaid plans 

A. '1':I:a:Isp!ant aenefits- -All Prepaid plans will cover non­
experimental liver transplants. Additionally, all Prepaid plans
will provide benefits for donor expenses (medical and Burgical)
associated with iiIIl! covered transplant, subject to coordination 
of benefits with any coverage the donor may have. 
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B. Drug J'ormulAdes--Ol?M will permit prescription drug fOrmu­
laries (a set list of drugs) to be used to harness the cost of 
drug benefits. Many Prepaid plane 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 
whOlesale cost, but on buying the ~ drug, looking at cost as 
well as Other attributes (dosage, hOw it affects the total cost 
of an episode Of care, and quality of life perspectives). ',. 

Prepaids may propose to use the Plan formulary for filling pre­
scriptions, but Ol?M will require the Plan to honor prescriptions 
written by Plan providers for drugs not on the formulary. (Per­
mitting the use of a formulary does not reduce the range of drugs
that Ol?M requires to be covered, affect drugs prescribed =t-of­
Plan under Emergency Care benefits, or permit annual or lifetime 
maximum benefits to be imposed under the F!!HB.) 

c. Dectal C&ra--Ol?M will not consider new dental benefits or 
enhancements to current dental benefits unless the benefit is an 
integral part of the community package. 

Common Coverage !ssues , 

A. _tal lI .... lth and SuI>stance Abuse B ....efi~s·-CUrrent levels of 
benefits will not be reduced. All plans must-provide mental 
health benefits-at least covering the equivalent of sot of the 
cost of 30 inpatient days and 20 outpatient visits per calendar 
year. Inpatient days can be exchanged for outpatient 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 
inpatient days and 20 -outpatient visits for each category. 

B. Sxtonded C&re- -CUrrent levels' of benefits will not be 
reduced. All plans must provide a minimwn Of 30 days extended 
care coverage when full-time skilled nursing 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 care available in a hospital, but for whom it 
is medically inappropriate to discharge to a home setting. 

C. D1sposable Heedles and Syr1uges- ·All plans currently cover 
injectable prescription drugs. For 1994, all plans must also 
cover the needles and syringes needed to administer covered 
prescription drugs and medication. 
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I 
O. Home IV Therapy--All plans must cover intravenous fluids and 
medications for home use. Medical technology now makes it 
possible for certain IV therapy to be safely performed at home 
(such as antibiotic and chemotherapy). Home administration is 
cheaper than administration at a hospital. but an expensive
alternative for an enrollee in a Plan that does not cover it out 
of the hospital setting. Benefits will be provided when the IV 
therapy is part of a covered home healch care program or when the 
fluids and medication are obtained through the prescription drug
benefit. 

B. Growth Ho""",,,.. Therapy ..All plans are to cover growth homone 
therapy, including the Cost of the growth hormones. The cost of 
growth hormones will be covered under tbe prescription drug
benefit. 

P. Allergy Serum- -All plans must cover the cost of allergy 
serum. Benefits will be provided for allergy serum obtained ­
through the prescription drug benefit or for the serum when it is 
provided by the allergist treating the member. 

Brochures 

All plans will typeset their FEHB brochures again this year. We 
have accelerated the typesetting schedule for 1994 brochures. We 
have enclosed the manuscript of your 1994 Plan hrochure. Please 
typeset it as soon as possible and forward the first proof to OPM 
not later than May 1, 1993. We have also enclosed a copy of the 
1994 Brochure Production Schedule. 

We appreciate the support we received from FEHB plans last year.
Because of the efforts put forth. most brochures were distributed 
timely. Last year only a few plans failed to timely deliver re­
quested brochures to NCS (our distribution center in Iowa City,
Iowa). We remind-you that OPM levels a penalty on plans that are 
late in delivering their brochures. 

Non-PEKa Benefit Offerings 

We encourage plans to take advantage of tbe opportunity to offer 
benefits not avallable through your PEHB plan, but that meet the 
needs of certain individuals at preferred rates. Prepaid plans
that offer enrollment to Medicare recipients through a Medicare 
risk contract should add information to the Non-PEHB Benefit 
section in their Plan brochure to let current FEHB members know 
that they can enroll through Medicare and drop their FBHB 
coverage until a later time. 
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Submission of Prgposals 

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

V 	Benefit changes must be precisely described and support,ed by 
your best estimate of their impact on premium rates. Cbl y 
changes supported by actuarial justification will be consi· 
dered. 

V 	Proposed brochure language must be liul:mlitted with your 
request for benefit changes and clarifications. A copy of 
the first proof of the Plan's 1994 FEHB brochure must be 
marked· up to reflect the Plan's proposal. Be sure to 
include language for a 'How Benefits Change in 1994' page, 
as well as language for how the proposal affects benefits. 
exclusions, limitations. definitions and procedures. Your 
proposed language should be set forth in plain English and 
reflect tbe proposal accurately and clearly. 

Addltioaal benefit proposal inst:uctious appear in the enclosure• 
• 

propossls sul:mlitted by overnight delivery should be sent to: 

Office of Personnel Management
Office of Insurance Prog:rsms 
1900 E Street, NW•• Room 3415 
Washiogton, DC 20415 

Proposals sul:mlitted by regular mail should be sent to: 

Office of Personnel Management

Office of Insurance Prog:rsms

P.O. Box 707 

Washington. DC '20044 


Evaluation of Proposed Benefit Changes 

Your benefit proposal will be evaluated according to the health 
needs of Federal enrollees, the effectiveness of your utilization 
and cost cOllltrols. the economic consequences of tbe proposal and 
the efficiency of your admtillistration of the FBHB contract. 
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Disclosure Policy uoa~r Freeggm 0% lnto.mAtion 

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

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

Execution of ;1,994 Contracts 

All contracts for 1993 and earlier must be signed prior to the 
completion of this year's benefit and rate negotiations. 1994 
FEHe contracts will be sent to each carrier in time for the con­
tract to be signed by December 31, 1993. lIdditional informatrion 
and requirements will be sent to you Shortly. Your assistance in 
this effort will be appreciated. 

\PV'L;~J-
=eg'*'na"='ll.d"'MVi.... Jones, Jr. 
Assistant Director for 
Insurance Programs 

Enclosures 


