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Options for Medicare+Choice Initiative 

The following is a series ofproposals to address issues related ito plan tenninations and service' 

area reductions. The proposals address several areas, such as risk adjustment, payment options, 

ACR schedule, and beneficiary protections. The proposals are organized into two groups: (1) 

proposals wh~re there is staff consensus that we move ahead and (2) proposals that lack 

consensus on how (or it) to proceed. NONE OF THESE PROPOSALS HAVE BEEN 

REVIEWED BY THE SECRETARY•. 


Proposals Where There is Consensus to Proceed 
vrJr\~1\ l \~~\J(..j 

Phase-in of Risk Adjustment - The BBA mandated that Medicare+Choice payment rates t1 ;j 
incorporate risk adjustment for enronee health status beginning in 2000. As a result, plans will [fU1. G) . 
now be paid more for treating enrollees with chronic and substantial complex health care needs . \.1\ 

than for healthy enrollees with minimal needs. Given available evidence that plans on average ~,~9'" 
experience favorable selection, implementation of risk adjustment win reduce payments to plans Oir'~ 
thus eventually eliminating the current overpayment that is estimated to be - in --' While J 
impl~mentation ofris~ adjustment .is key t~ the ~ong tenn ~ffort to assur~.the solvency of the . j!' \ 11 \\1'1'-> 
MedIcare trust funds, unplementatlon ofnsk adjustment Without a transition could have a c. ,AJe 
negative impact on the stability in the Medicare+Choic~ program. For this reason, the President's 
Budget will provide for a transition :that would .... ,.. This transition will cost the Medicare 
program _._ over 5 years. 

Modification to Funding of Meditsre+Choice Program - The BBA mandated that the ~.." -c.: 
Secretary initiate an campaign to educate Medicare beneficiaries about the Medicare program ant'(~ ~, 

their.Medicare;Choice options. The funding for this program is provided through a "user fee" 0 ~..


Medlcare+Cholce plans. In 1998, payments to plans were reduced on average by .29 percent. 

This proposal would change the funding mechanism by providing a direct tap on the trust funds .i/ tV f'A\~ 

(such as is used for the Peer Review Program). As a result ofthis proposal, payments to plans " 

would be increased by _ over 5 years. 


Enrollment ofESRD Beneficiaries - Under current law, beneficiaries with ESRD cannot enroll ./" 

in a Medicare+Choice plan .. However, beneficiaries who develop ESRD while enrolled in a plan \./ 

can remain in that plan. In addition, an individual with ESRD who prior to Medicare entitlement 

had been enrolled in a health plan can upon entitlement remain in that health plan if it has a 

contract with Medicare. In the case ofa plan that terminates its contract or reduces its services 

area, however, plan enrollees who have ESRD cannot enroll in another Medicare+Choice plan 

during the mandated special enrollment period. This proposal would allow such beneficiaries to 

enroll in another Medicare+Choice plan. It would also create a special open enrollment period for 

beneficiaries affected by the plan decisions for 1999. 


Notification of Changes in Benefits and Premiums - Medicare+Choice regulations provide that /" 

plans must inform their enrollees ofchanges in benefits and premiums 30 days before the effective \.../' 

date ofsuch changes. This proposal would mandate that plans notify enrollees ofbenefitlpremium 

changes effective January 1 by October 15th ofthe previous year (in time for the November 
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coordinated open enrollment period). Plans would still be req"lJired to provide 30 day notice of 

any mid-year changes in benefits/premiums. . 


Medigap Reforms 

o 	 Initial Open enrollment for Disabled and ESRD - Under current Federal law, only aged 
beneficiaries have an initial open enrollment period for Medigap. This proposal would 
expand the initial 6-month open enrollment period to new disabled and ESRD 
beneficiaries. Mandate that insurers who write policies for new aged beneficiaries offer 
these·same policies to new disabled and ESRD beneficiaries. 

+ 	 'Enactment ofthis proposal would assure Medigap access in all states for disabled 
and ESRD beneficiaries both upon initial eligibility for Medicare but also in the 
case ofMedicare+Choice plan termination. 

o 	 Expand Choice ofMedigap. Plans During Special Enrollment Periods - The BBA 
provided special enrollment opportunities for Medigap under certain situations (such as, .// 
for an enrollee of a Medicare+Choice plan whose plan tenninates its contract or reduces 
its service area). Beneficiaries in these situations, however, only have access to plans 
"A","B'., "C" and !IF", none ofwhich include coverage of prescription drugs. This 
proposal would expand the BBA special open enrollment opportunities to include access 
to all Medigap options offered to new enrollees. 

+ 	 Rep. Cardin had introduced legislation on the last day of Congress to expand 
these options to include the three drug packages for individuals who had drug 
coverage in their Medicare+Choice plan. 

o 	 Inc~ease CMPs for Violation of Open Enrollment Requirement - Issuers who violate 
the open enrollment requirement are subject to a CMP of $5,000 for each violation. This 
proposal would increase the CMP for failure to $50,000 for each violation plus $5,000 per 
day. 

o 	 Authorize Periodic Reexamination of the Standardized Packages. The 10 standard. / 
Medigap packages were created as a result ofOBRA 90. There is no authority in the [/'" 
statute to periodically reexamine these packages. Authorize the Secretary, in consultation 
with the NAIC, to review the standard Medigap packages. on a periodic basis to detemUne 
whether any changes should be made to the content or number of the packages. 

Proposals That Lack Consensus on How (or lj) to Proceed 

Medigap Reforms 

o 	 Ex;pand the November Medicare+Choice Coordinated Open enrollment period to 



' 
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included access to all Medigap options otTered to new enrollees, 

+ 	 Option 1 - Provide access to Medigap option for all Medicare beneficiaries I 

+ 	 Option 2 - Limit access to Medigap options to beneficiaries enrolled in a 
Medicare+Choice plan 

Discussion - Option 1 is the same proposal as was included in the FY 98 President's 
Budget. It would maximize choice for beneficiaries but could create significant selection 
problems for Medigap msurers which would have a negative impact on the affordability of 

'Medigap premiums particularly for plans providing coverage for prescription drugs. 
Option 2 expands on the "free try" concept included in the BBA by affording 
Medicare+Choice enrollees an annual opportunity to move to original Medicare with the 

, Medigap policy oftheir choice. The "free tryll would no longer be contingent on the 
length of time the beneficiary stays enrolled in the Medicare+Choice plan nor would it 
have to be the first time that the beneficiary enrolled in such a plan. This option also has 
selection implications. Any premium effect, however, would be much less than under 
Option 1. 

o 	 Create Federal Standards for Medigap Premium Rating 
, < 

+ 	 Option 1 - Mandate move to community rating by 2002 subject to a timetable and 
transition rules developed by the NAIC. 

+ 	 Option 2 - Ban use of attained age rating 

+ 	 Option 3 - Limit the difference between the highest and lowest rate when attained 
age rating is used. ' ~ li ~ \.,J 

Discussion - Option I is the same proposal as was included in the FY 98 President's 
Budget. Community rating is currently mandated by 5 states (Connecticut, Maine, 
Massachusetts, MinneSota, New York and Washington). It provides the most protection 
to older beneficiaries. It would, however, increase premiums for younger beneficiaries. 
When community rating was implemented in ConneCticut in 1994. premiums for, 65-69 
year aIds went up by as much as 25%; Premiums for 74 year olds and older went down 
by as much as 30%. 

Option 2 had some bi-partisan support on the Ways and Means Health Subcommittee in 
,1997. It would be less controversial than Option 2 while still providing significant 
protection to older beneficiaries. 

Option 3 would seek to limit the negative impact ofattained age rating rather than banning 
it. ;We could either specity the limit in statute or have the NAIC detennine it. 



\t,A-~' 
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ACR Scbedule - Under the Medicare risk contract program, plans submitted Adjusted 
Community Rate (ACR) proposals in mid· November. The Balance Budget Act of 1997 changed 
the schedule for ACRs submission in order to provide sufficient time for HCFA to prepare 
comparative materials, based on approved ACRs, for the November coordinated open enrollment 
period. Beginning -with the ACRs for 1999, the submission date wasmoved back to May 1st. 
Plans have indicated that this submission date is problematic because of the 8 month lag before 
the start of the benefit year. Plans that participate in'the FEHB program, however, are required to 
provide similar information to OPM by the, end ofMay. 

The main consideration in options to reVise the, ACR schedule ·is the impact that such a 
change would have on the production and mailing of "Medicare and Youl!. Options still 
being explored would involve spending more on the publication·to speed production or 
si~cantly modifYing the content. 

Payment Options - Under current law, the Medicare+Choice rate for a county is based on the 
greater ofa blended rate. the minimum payment or a minimum increase (2%) over the previous 
year's rate. Blended rates are adjusted to assure that total payments under this '''greater of" 
methodology equal that would have occurred ifpayment had been based on local rates (note, 
GME and IME are carved out of the local rates). For both 1998 and 1999, no county rate is 
based on the blended rate because the reduction required for budget neutrality reduced the 
blended ra~es for aU counties below the other two payment options. This is due to the fact that' 
updates have not been significantly greater than the 2% minimum increase. 

+ 	. Option 1 - Apply budget neutrality to both blend and minimum increase rates (for 
1999, this would have reduced the minimum increase to 1.29%· 

+ 	 Option 2· Apply budget neutrality adjustment to minimum increase rates (for 
1999> this would have. reduced the minimum increase to ..88%) 

+. 	 Option 3 - Reduce the minimum increase to 1 % or alternatively provide a 
minimum increase of the greater ofthe growth in Medicare per capita minus 3% or 
1%. 

+ 	'Option 4 - Eliminate the budget neutrality requirement -- would provide full b1end 
payment -- $300 million cost in 1999. 

+ 	 Option 5 - No proposal ' 

G:\MEDPARTB\I'LUSCHOI\IN1TIAT2.\VPD .November 17, 1998 
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31360 IALABAMA )EFFERSON........... , 124441, 546.691 542.861 540.68, 541.33 -0.70 -1.10 -0.98 
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03060 IARIZONA -'MARICOPA ........... I 1372451 509.451 505.881. 504.41 c 504.45 -0.701 -0.99i ":0.98 
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05060 CALIFORNIA -CONTRA COSTA 43432 595.25 - 597.27 601.48 600.28 0.34 LOS 0.85 
05090 CALIFORNIA FRESNO .............. 20989 388.03 ;- - 407.18 410.05 409.23 4.94] 5.67 5.46 
05140 CALIFORNIA KERN..: ............. I 26625 532.77 529.04 527.45 527.54 -0.70 -l.00· -0.98 
05200 CALlFORNlA LOS ANGELES ......... · 298405' 647.70 643.17 640.58 641.35 -0.70- -LI0 -0.98 
05310 ICALIFORNIA MARIN 11332 517.98 531.11 534.85 . 533.78 253 3.26 3.05 
05400 CALIFORNIA ORANGE. ............. 108938 595.82 591.65 589.27' 589.98 -0.70 -1.10 -0.98 
05410 ICALIFORNIA JPLACER .............. I IlIO§1 493.03 499.58 503.10 502.09 1.33 2.04 1.84 
05430 CALIFORNIA RIVERSIDE ........... 96862j 537.00 533.24 535.27 534.20 -0.70 -0.32 -0.52 
05440 1 CALIFORNIA SACRAlVffiNTO ...... , .. 57233 522.19 520.15 523.82 522.77, -0.39 0.31 0.11 
,05460 \ CALIFORNIA ,SANBERNARDlNO.j -81642 -554.46 550.58 548.36 549.03 -0.70 -1.10 -0.98 
,05470 jCALIFORNIA ISAN DIEGO........... I 156261 538.09 535.58 539.36" 538.28 -0.47 0.24 0.04 
! 05480' CALIFORNIA ISANFRANCISCO~ 36956 547.15, 544.32 548.16 547.06 -0.52 0.18 -0.02 
05490 ICALIFORNJA ,SAN JOAQUIN ......... T 18776 456.34 466.91 470.20 469.26 2.32 3.04 2.83 
05500 CALIFORNIA SAN LUIS OBISPO.", 12493/ 402.25 422.50 425.48~.63 5.03 5.18 5.56 
05510 CALIFORNIA ISANMATEO . 38719. 469.66 486.861 490.29 489.31 3.66 4.39 4.lS 
05520 CALIFORNIA SANTABARBARA 19202 406.13 421.93 424.90 424.05 3.89 4.62 4.41 

-. 

05530 CALIFORNIA SANTA CLARA ........ 60601 500.17' 512.81 516.43 515.40 2.53 3.25 3,04 
05580 CALIFORNIA SOLANO .......... "" 12272 511.85 524.18 527.88 526.82 2.41 '. 3.13 2.92 
05590 CALIFORNIA SONOMA .............. 23790 489.55 498.60 502.n 501.11 1.85 2.57 2.361 
05600 CALIFORNIA STANISLAUS .......... 21151 478.70 482,41 485.81 484.84 0.78 . 1,49· 1.28 
05660 CALIFORNIA VENTURA ............. 30221, 518.54, 517.70 521.35 520.31" -0.16 0.54 0.341 
06000 'COLORADO ADAMS. __ ...... __ .. ,. 15385 498.56 495.07 495.20 494.21 -0.70 RO.67 -0.87 
06020 COLORADO ARAPAHOE. ........... 14729 457.34 459.86 463.10 462.17 0.55 1.26 1.06 
06150 COLORADO . DENVER.............. 249931 524.14 520.47 518.37 519.00 -0.70 -1.10 -0.98' 
06200,~O~ORADO 'EL PASO.............) 13030' 440.421 445.01 448.15 447.25 1.04 1.76' 1.5~ 
06290 ICOLORADOfFFERSONu ..... ,' 18459/ 445.05 __ 45072. 453.90 452.99 1.27 1.99 1.78 
10050 j FLORIDA _ BROWARD ............. I 83831 676.64 671.90 669.20 670.()0 -0.70 -LI0, -0.981 

770.82 -0.70 -LIO - -0.98110120 !FLORIDA DADE................', 100447 778.45 773.00 769.89 
~~_O IFLORIDA jDUVAL............... I 25t92 547.66. 543.83 541.64' 542.29 -0.70

'
, 'UOl -[@501.39 -0.7010280 [FLORIDA HILLSBOROUGH .... , 37300 506.36 502.821 501.49 -0.96 -0.98 

10350 ,FLORIDA LEE. ................ t7667t-496.18). 492.71 494.35 493.36 -0.70 -0.37· -0.57j 
537.14,.. -0.70· ~1,101 -0.9810470 ~FLORIDA IORANGE .............. I 25964,. 542.46 538.661 536.49 



~o FLORlDA ..__._ .. '~..MBEACH." 5179L 588.84 584.721 582.36 583.06._ -0.70: -1.1O! _~~ 
10500 FLORIDA . ~SCO." ... "....... 29159 '561.24 557.31 555.07 555.74; -0.70 -1.10, -0.98 

I:' 10510 FLORIDA ;PINELLAS .... " ..... ~', 59120/ 520.29 516.65 514.57 5j 5.19 -0.70 -1.10' -0.98 
IS) 

}0630 ,FLORIDA IVOLUSIA............. I 3:l.49~J 454.78 454.201 457.40 456.49 -0.13, 0.58 0.38 

12020 ,HAWAII .HONOLULU............. 112141 397.69 420.16 423.12; 422.27 5.65 6.39 6.18 
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l~l~TIILLINOIS "'" COOK................ 96922' 581.87 577.80 
u 

575.47· 576.16 -0.70 -1.10\ -0.98 

..-l 
lJ) 19160 ',LOUISIANA lEAST BATON ROU 11796 563.22 559.281 557.02 557.70 -0.70 -1.10 -0.98' 
lJ) 
IS) 19250 LOUISIANA JEFFERSON .... " ..... ' 14482 660.91' 656.281 653.64 654.43 -0.70 -1.10 -0.98 

.--'~--	 . 
(\J 19350 LOUISIANA ORLEANS............. 11813, 638.50 634.03 631.48.· 632.24' -0.70:, -1.10 -0.98 

IS) 

21020 .MARYLAND 'BALTIMORE............ 14371 562.52 558.58 556.33: 557.00 -0.70 -1.10 -0.98
..-l 

"" 21030 ·MARYL.AND BALTIMORE CITY... 11911 658.26" 653.65; 651.02 651.80 -0.70-=1.10\ -0.98 
22020 MASSACHUSET BRISTOL............. 10794: 467.90 473.87' 477.21 476.26 1.28 1.991 1.79 ----------- r-------	 ------- --- f---------- - ---~, 

22170 MASSACHUSET 'WORCESTER. .......... · 29129 548.27 544.43 542.24 542.90! -0.70 -1.10 -0.98: 

. , 	 '~--:-f------. . 

24260 .MINNESOTA HENNEPIN............ 27742 422.011 429.64 432.67 431.80' 1.81, 2.53 2.32 

24610 MINNESOTA RAMSEy.. ".......... 17383\ 439.48 443.54 446.67 445.78 0.92! 1.64 1.43 

26470 MISSOURI JACKSON .......... ,..' ·18598 525.22. 521.54' 519.44. 520.07 -0.70 _-1.10. -0.98 

26940 MISSOURI .ST LOUIS............ 28801 490.03 486.60 484.64 485.22 -0.70 -1.10 -0.98 

26950 \M1SS0URI 'ST LOUIS CITy....... 11068· 563.89 559.94 557.69'1 558.36 -0.70 ·1.10, -0.98 

29010 NEVADA CLARK...............· 33551 530.04 526.33 528.l0~527.04 -0.70 -0.37 -0.57 

31100 NEW JERSEY BERGEN 11690 527.72 528.75 532.48 531.42 0.20i 0.90 0.70 


z 
o 	 31150 NEW JERSEY BURLINGTON.......... 11992 537.40"'533.64 531.75 532.13 -0.70 -1.05 -0.98!
...... --t--- .f- 

~ 31160 NEW JERSEY CAMDEN..............· 13629 581.83 577.76 575.43 576.12 -0.70 -1. 10 -0.98 
rn 31270 NEW JERSEY M1DDLESE~ ]0414 544.63 540.82 538.64 539.29:--=0.70 -1.10 -0.98 
(!J 31310 NEW JERSEY :OCEAN .11805 505.24 503.91 507.46 506.45' -0.26 0.44 0.24W 
...J 
([ 	

32000 ',NEWMEXICO BERNALILLO .......... !; 24791. 399.19 407.59\ 410.46 409.64 2.10 2.821 2.62 

33020 NEW YORK BRONX............... 22485 757.66 752.36 749.33 750.23 -0.70; -1.10', :"0.98
~ 33240 NEW YORK ERIE................ 26110414.79 417.99 420.94\ 420.10 0.77j 1.4S,-_u- L28

I---+!-=-=-=---	 f--------- ---
33331 NEW YORK KINGS............... 38695 733.87 728.73 '725.80 726.67 -0.70 -1.10 -0.98 

33370 NEW YORK MONROE.............. 15099' 428.60: 425.601 428.51' 427.65 -0.70 -0.02 -0.22 

~--I-----

33400.NEWYORK NASSAU.............. 35568 610.30 606.03 603.59 604.31·. -0.70 -1.10 -0.98 

------	 '--- --------:-c..-l 

N 33420 NEW YORK .NEW yORK............ 19931 741.93 736.74 733.77 734.65 . ,:,0.70 -1.10 -0.98 

..-l 33590 NEW YORK QUEENS.............. 50080 685,46 680.66 677.92 678.74 -0.70 -1.10 -0.98
..-l 

-- 33610 !.NEW YORK' iRICHMOND .... ~....... · 15183:79835 792.76 789.57' 790.53-0.70-~ -1.10 -0.98 
~ 
0'\ 	 1~7~Q INEWYORK jSUFFQIJ<..........: .... ::::_ u-.l3768 568.77; 564.89 568.81', 567.73 -0.68 0.02 -0.18' 

..-l 
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I 33800 NEW YORK ,WESTCHESTER.......?-?-~65! 584.38 580.29!1 582.2QI2~1.0~._··g.J0 -0.37 -0.57 

..-l 
I 36170 OHIO CUYAHOGA............ 47928 . 564,30 560.35; 558.09 558.77 -0.701 -1.10 -0.98 

:::> 36250 IOHIO FRANKLIN............ 10697 482.96 479.58 477.65 478.22-0.70:, ~L 101 -0.98~ 
36310 'OillO HAMlLTON ......... ". 19297 494.07',' 490.61 488.64 489.22-0.70, -1.10' n-~0.98 

36580 ORlO ,MONTGOMERy........ ]2170 485.54 482.14 480.20 i 480.78 -0.70 -LI0 -0.98 
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CD 1380.2~.;9REGON .........._...lcLAcKAMAs.. ·.::·:~···l u_104601 .. ~90,4.9 408,93 i 411.81 '. 41.0.99. 4.72 5.46 5.25 
 0..IS) 

38250 IOREGON MULTNOMAH· ..·····W2647 402.45' 416.60 419.54'1 418.70 ' 3.52 4.25 4.04 
cr!0.. 

.390io·ipENNSYLVA.l\JIA ALLEGHENY ..~_~~ 163060' 619.63' 615.291 612.8( 613.55 -0.70· -1.10. -0.98 I o1 I 39080 !pENNSYLVANIA BEAVER !, 10328 533,84! 530.10 527.91' 528.60.. -0.70 -1. 10 -0.98f(; , 
..-i 
II) 39110 IPENNSYLVANIA.BERKS............... 10015 424.851· 427.59 430.60 429.74 0.64 1.35 1.15 

II) 
 39140 ·,PENNSYLVANIAlBUCKS ...... ~= 1 24355 598.89 594,70 592.30, 593.02 -0.7(>" -1.10 -0.90 
IS) 

N 39210 PENNSYLVANIA/,CHESTER.............· 121731 532.32' 528.59 531.56' 530.501 -0.70 -0.14: -0.34 

IS) 

~ _., . \ .:--...... . 
..-i 39290 IPENNSYLVANIA DELAWARE ............ i 23590 613.96 609.66 607.21 607.94 -0.70, -1.10 -0.98 

'\t 

39560 PENNSYLVANIA!MONTGOMERY....... 37737!1 537.16 533.40 531.25. 531.90 -0.70 -1.10 -0.98 
39620 IPENNSYLVANl~PHILADELPHIA. ...H. 5S953 732.70 727.57 724.64 725.51' -0.70 - -Do -0.98 
39750 PENNSYLYANJ WASHINGTON......... 10000, 579.00. 574.95 572.6} 573.33 -0.7.Q -CIO -0.981 
39770 ;PENNSYLVANIA"WESTMORELAND... 18480 582.451 578.37 576.04 576.74 -0.70- -1.10 -0.981 
41030 RHODE ISLAND PROVIDENCE.......... 14186 479.48 476.1:2 - 478.77 477.81 t -0.70 -0.15 -0.35 
45130 jTEXAS BEXAR ............... · . I 526541 502.07' 498.56 496.55 497.15 -0.70 -1.10l . -0.98 
45390 [TEXAS DALLAS.............. 30373 534.86 531.12. 528.98 529.61 -0.70 -1.10 -0.98 
45610 TEXAS HARRIS.............. i 557S4! 6]9.21 614.88 612.40 613.14 -0.70 -II0 -0.98 
~5910 TEXAS ITARRANT +--_32794 514.29 510.69 510.50 509.48 -0.76 -- -0.74 -0.94 
46170 UTAH SALT LAKE...........] 12956~ 381.21 393.22 395.99 395.20l 3.15 3.88 3.67 

z o 50050 WASHINGTON CLARK 11839382.37', 403.19 406.03 . 405.22 5.44' 6.19 . 5.981 
.. -. -f-. -- -_.

I  50160 WASHINGTON KING................ i 54927 445.57 453.25 456.45 455.54 1.72 2.44 2.24
a: r-:,...... . .. _. -_...J 
(fl 50260 WASHINGTON PIERCE.............. 15742' 413.75 428.90' 431.92,· 431.06 3.66 4.39 4.18 


503~0 IWASffiNGTO~~OHOMISH...... ,.... 23890 418.93 434.0} 437.13 436.26' 3.61 4.34 4:14~ 50310 WASHINGTON ISPOKANE............. .10118 426.41 436.60 439.68 438.80 2.39 3.11 2.91
a: -. . +---. 

f-:-::-u ., 1 I I 1._
~ * Option1 : Budget neutral adjusmel!! applied to both bJend and minimum. In essence, minimum update is reduced to 1.29%. 

Option 2: Budget neural adjustment applied to minimum update only. In essence, minimum update is reduced to .88%. 
t---~n3 : Minimum upd~te is set at 1%. All o!he,rrul~_ar:e~he same~s under B~AI997. I I 'r-,----+-----1 
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'.;f Another chance on Medicare 
", 
The federal govel'Im)ent bas given the health Health p1ans are jostling for position in a mar

p)ans of Massacltusetts an opportunity to safe-- ket made viciously competitive by a 1997 federal 
. guard the medical care and preserve the peace of law limiting the W:reasein Medicare payments for I 
mind of thousands of elderly people, The plans HMOs. Harvard Pilgrim in particular has a large 
need to continue unlimited, drug coverage for population of patients with the unlimited drug 
Medicare recipients far one more year, giving the benefit. These patients are costing the plan a ms-
Legislature time to devise a long-range solution. , proportionate amount for hospitalizations and doc- ; 

Led by Harvard Pilgrim Health Care, these tor visits as well as prescription drugs. 
managed care orga.ni.zaijoDS were prepared to limit Harvard Pilgrim's flnallcial condition' 'Will be ; 
the drug benefit to $800: a year, enough for mal'IY J;>etter 'known when it releases a report to the in- ! 
seniors but not for those ,who require thousands of surance coll'll1llssioner tomorrow. Like Blue Cross, 
dollars' worth of mediciJie it year to sustain their Fallon. and Tufts - the three other maJol" health 
lives. Now the Health Care Finaneing Administra insurers in the sta.te - it is a nonprofit o~ I 
tion, which oversees Medieare. has given the plans chartered to promote the,public welfare. 
until Tuesday to present reViSed proposals.. The Legislature needs to provide more money 

Senator Edwaid Kennedy and his staff w~ked next year to defray drug,' costs for needy semors. 
{ hard to persuade the agency to reopen the issue of The elderly need assurances now from their health 

drug coverage. Kennedy~ Governor Paul Cellucci, plans that until that relief comes, their coverage
a.n4, Attorney GenercU, ~eott Harshbarger have will eontim:te. Harvard Pilgrim and the othetS will 
b~en trying to persuade the health plans to revise affirm their commitment tD the common good if I 
their initial proposals. All three deserve praise for they Jnamtain the coverage their older members I 
intervening on behalf of vulnerable eonstituents. have come to expect. ,I 
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US ~pproves delay of senior drug-benefit cap 

.BENEFITS 
Continued from Page Cl 

ing $eniors pay for inereasingly ex
pen:;ive medicati()l'IS. Some health 
pl~ declllied to otf~ammtarium. 
~ thai: the federal government 
loc'ked them into the limited bentfits 
t~y had filed in May with the US 
Health Care Finandng Administra
tion. the ~that~Medi
care· RMO!L 

· yesterday, HCFA, in a meedng 
with, five health plans, opel2ea the 

. dOOr to a reprieve for se:nW.ts by sa:'/
ing that ~ HMOs have 
untU NO'1~ 17 to change their drug 
behdit pbms. 

· But' the opportunity is double
edged, betause it Q]so gi1!'eG. HMOs a 
chance to: scale back ~ coverage 
35.well as' expand it. . 

~':'''.It·s hopeful," said Clare D. 
MeGorrian, attorn~ with Health 
L • .l\dvocates, a public interest law 
find!" "Nowthere's Mtbing in the 
w.t.yJor HMOs to do the right tbillg. 
Bat it could also go either way." 

: Dr. Robe:rt A. Berel'ISOll, direetor 
af.HCFA's Center for Health Plans ·." 

and Pr~ said that while health 
plans are 11O'\lt1 free to cut 'back their 
drug coverage, be el1COanged them 
to offer tJIe unlimited drug bf.nefit. 
~e were providing them with the 
opporb.u:l.ity to PJ"OVide a. more em
erous drug benefit, but ~ they do 
will be up to them,11 Berenson saki 

Encoura.ged by HerAts an
nouneernent. state AttDmeyGeneral 
&.-ott Harsbbazger. us Senator Ed· 
ward M. Kennedy. state Senator 
Mark Motdigny and Governor Paul 
Celluc.ei bile !'elIeWed their calls fur 
a one-year moratmiUm on capping 
be.nefits.. 

1ft a let:ter to HMO exeeutives; 
yesterday. ~barger said. "1 ask 
you ~ do what is right for tile elders 
of Massachusetts and reinstate the 
uNimited drug benefit. by taking ad-
van. of this gOlden window ofop
porbmity that RCFA is providing to 
us." 

Kennedy Sald, "It's clear that 
HMOs can vnluntarily prOVide fu1l 
drug' benefits to senior clti%ens. Ev
try Medicm HMO in our state 
shoWd agree to provide tbe8e bene-
tits. SeniQl':(l citizens m:gent1y need 
this coverage!"

Sources at Blue Cross and 'l\1fts 
said the HMOs are willing to C01ISid

; et' a one-ytar Dloratorium if all 

health plans agree. but. Harvard Pil
grim Health Care. Fallon Communi· 
ty Health Plan and United Health
Care of New England ~ de
clined to comment ~ • 

"We .are assessing the $it.Uation." 
said Patti Embry-Tautenban. a 
spokeswoman at Harvard Pilgrim. 
"We're in the e'ftalua.tion mode right 
now." 

Blue Cross. which has promised 
to set up a foundatiDn to pay for the 
medioatlom; Qt its senior..; in Blue 
Care &5, said through spokeswoman
Sutan Leahy. I~peeific p_ are un
der review.1I> 

John Wardle. senior 'Vice pteSi
dent of United. wbieh has proposed a 
$SCJO.a-year limit. on ~ benefits 
for e.acl1 beneficiary, said 1m com
pany will consider ~ jb; pro
posed drug benefit.s, but would not 
comment ftnther. 

Fallon spokeswoman. Candy 
Race, said, "We're evaluating OU):' op-
tiotlS and we won't have an an
nouncement far at le,ast. another 48 
hours." 

Indeed, Fallon bas the most to 
gam from RCFA's dedsion. Until 
now, Il'allon was ~ only HMO with 

. plans tD offer unlimited drug bene
fits in 1999. TIl, W~based 
HMO feared that it woUld M inun
dated with siek wdo.ts with higher
medieal QOSts if it remained the orUy 
HMO afferlng UDlimite<l drug bene
fits. HCFA's ruling now lets Fallon 
change that. 

http:review.1I
http:Celluc.ei
http:se:nW.ts
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'Feds Jet HMOs decide on keeping drug benefits 

By Eric ConveylBostoll Herald 
November n, 1998 

Federal regUlators yesterday left it to the state's major Medicare HMOs 

to decide wbether 60,000 Massachusetts senior citizens will keep their 

unlimited prescription drug coverage next year. 


The state's health maintenance organizations had pla.tmed to end the 

benefit under a new federal law. Responding to pressure to keep the 

benefit, the HMOs said federal rules would not allow them to make the 

change. 


But in an extraordinary move, the federal Health Care Financing 

Administration yesterday gave the HMOs the chance to restore those 

benefits, letting them have until Nov. 17 to decide what coverage to 

offer ne>..'t year. But as of late yesterday. only one major HMO - run by 

Blue Cross and Blue Shield ofMassachusetts - had decided to' keep the 


. , drug cOverage at issue. 

Spokeswomen at Harvard Pilgrim Health Care, Tufts HMO and Fallon 

Community Health Pla::l said those HMOs will consider restoripg the 

coverage. 


, . Pm encouraged by what HeFA did today, II said GeoffWUkinson, 
executive director ofMassachusetts Senior Action Council. 

Also applauding the regulators' decision were state officials and Sen. 

Edward M. ~ennedy O)-Mass.), who lobbied HCFA to allow the new filings. 


"HCFA has now created a level playing field for all HMOs in ' 

Massachusetts," Kennedy said. "It's clear that HMOs can voluntarily 

provide full benefits for seniors citizens, ..Senior citizens urgently 

need this coverage:' . . 


"We think this is a great victory," said Barbara Aitthony, chief ofthe 
Public Protection Bureau ofthe attorney general's office. 

"This is exactly what we were Jooking for - the opportunity for an 

extension:' sald Consumer Affairs Director Daniel Grabauskas. "We hope 

the HMOs will also do the right thing." 


One problem for the plans is that none wants to be stranded as the only 

HMO offerin~ a benefit that could draw sick, high-cost customers. At the . 




NDV-12-1998 ' 22:00 0000000000000000000000000 . 202 690 6362 P.05/06 

same time, they're legally barred from discussing business strategies 

with each other. 


Members ofKennedy's staffha.ve been acting as intermediaries in a bid 

to foster an :agreement among the plans that all will offer the benefit. 

sources said,. ' 


The flurry ofactivity this week follows a federal judge's Oct. 30 

decision to strike down a Massachusetts law that forced Medicare HMOs to 

offer unlimited drug coverage. Under a 1997 federal law, states are not 

allowed to qictate ~verage options to HMOs. 


Right after the ruling, the state launched an investigation into :whether 

some HMOs should have told seniors when they signed up this year that 

the benefit would be dropped next year. The state has threatened fines 

ofup to $5,000 for each case. .., 


. I 
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Fallon backs senior drug cap delay 

Harvard only major holdout on moratorium plan 

By Alex Pham . the full dl"tlft' beneJU. it \vo~dbe in 
GLOBE STAPF 

Fallon ComnlUlli\y Health Plan 
yesterday 6l!ld it would II'Upport a 
Bile-year delay in implementing tim
its on drug I:overage ea.ps fot· seniol' 
citizens if otker Medicare Ilealth 
maintenanee orgau\zaUontl in t.he 
,tatll agree 10 do the Slilne, 

liIf the olhru.' health pYans agree 
to a one-year moraL<llium, then Fal
lon would," said J4IY EgaD, co-eXOCtl
Uve direekll' or Fallon Communl\y 
Health Plan In \Yol."OO.!!tea', ttl\'8 a 
u'emendouB way (0 oontinlle an im·~ 

our sb'l}Dg mtllrest. to dOlO. 
At Issu.e is whethea' health plana· 

\VilI proceed with plall8 to limit drug 
benell.t.s swling Jan. I ro)' abDut 
22MOD !tenlol" ena-o)led iB Med,~are 
HMO's.. Pollticiane' and sentOl' adllo· 
cala have boon lobbying H~tOs (01' 

a one-year replieve while tawlIlakel'S 
llan.Die~' (Jut a p&'manent SilJuUon, 

80 far, Blue CroS's and Bille 
Shield of Ma9SQehu~tts find 'l\1ft.s 
Healttl Plan have also said they 
would be open to a moratorium. leav
ing Harval-d Pilglim Health Care as 
the only l'I'tlUtlT hnalth phm to hold 

IfWe'l'e giving lhought.ful consid
eratio);1 to our opli~n8," said Harllal"!l 
spokeswoman PaUl Embry-Tallwn
han, whr> decUlied to elaborate. 

All Medicare HMOs.in the state 
have unW Tu<lstiay to decide what 
drug bencfits they will offer in 1999. 

FalJoJl, tbe oldest Medreare. 
HMO in the llaUon, h!1.8 33,000 seo- I 
iOI'S in Us Fallon Senior Plan, 16.(T(fO . 
of wltom buy tbe full drug plan. Fal· 
ton has Orfel"ed uillimited Pl'€SCli))

lion d\'UgB for the put 18 yeSl"&. 
Egan 88id that Fallon wnwd like to ! 
conlin'Ue to offer the benefit, but 
would only do so U' olher m~ol~ 
beaUll plans do likewiBe. In the ab
senee or an agree.l'nenl, however. 

.F8U~n would have to "evaluate ita 

it oompeling HII103 from talking 
wiLb each other about, prices or 
benefits. The state attorney gener
al's office has said it. is wo)'king on a 
way Co get h.ealth ~1ans to agl'~e 
without running afaul of tJle law. 

atUl, some health plan executives 
al'e skElJlUeal that. aD hurdles will be 
cleared inJune. "The reality of mak. 
jng thill happen seems dauntingt 
8ald OAe heelth plan execlltive. 
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Seniors 

drug cap 

.delay OK 

HMOs can postpone plal1~ 

one year, US agency saY~ 


By Alex Pbam . 
GI.ouD sr.u"F 

Giving a l:'!.)I of hope to senio~ the redei-
al govefnmeJlt yesterday ga"le Medic~ 
healtlJ main=ance organizaUons in MasS
ach~tts an U'!'lusua'l chance to del~y their 
pi.ans fA) cap preseription ~ benefits for 
the elderly. : 

The move was welcomed byadvocaws far 
seniors 8$ an opportunitY to persuade HMO,s 
to elt.U\nd unlitntted drug benefits for at leaSt 
one ye;rr instead of eap~ them' beginning
Jan.. 1, as the health plans have aMcnriiced 
recently.

So tar, two big health plans, Blue Crosi 
and Blue Shield of M.assac:h.llset and Tufts' 
Health Plan. have indicated they were wWitti. 
to extend bene6t& for another year if Har-! 
\lard Pilgrim Health Care also agreed u) -clo' 
the same. But ~$2'd Pilgrim He:tlth Care" 
yesterday refused to Sign on. 

Most HMOs in the state decided to pro
ceed with lDuitbtg ~ coverage after a fed
eral judge last month struck down a Mass-' 
achusetts law - the only one of its kind ill the 
eountrY - requiring Medicat1! HMOs to offer 
seniors a plan with unlimited drug benefits. 

Since then, advocates and various politi-: 
clans have feverishly lobbied health pla.ni to; 
agree to a one-year montorium on cappind 
chug benefits while polieymakers try to ham...; 
mer (l1Jt a more permanent solution to MI~ 

, BENE~S.~ge csj 
J. 
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Fact Sheet on Non-Renewals 

Background and General Information on Medicare Health Maintenance Organizations 
(HMOs) a.nd Non-renewals: . 

• 	 For many years, the law has allowed Medicare to contract with HMOs to enroll 
beneficiaries. Currently, about 6 million beneficiaries receive their Medicare benefits 
through Medicare-contracting HM:Os. The law that governs Medicare-contracting HMOs 
through 1998 (the'lloider" law) is being replaced by a'new law. Tlus new law creates the 
Medicare+Choice program, The Medicare+Choice program allows HMOs as well as other 
health plans to contract with Medicare. Beginning January 1. 1999, if HMUs that had been 
operaiingunder the older law want to continue their Medicare participation, they must 
contract under the new Medicare+Choice program. Some currently-contracting. HMOs 
have decided to continue under the Medicare+Choice program.; others have decided not to 
continue. 

• Under both the older law and the new Medicare+Choice program, Medicare H."M'Os must 
make annual business decisions about whether or not to continue to participate in the 

. Medicare program. Under.the older law, a decision not to panicipate was generally 
referred to as a non·renewal, because the HMO was deciding not to 'Irenew" its existing 
.'contract with HeFA. Thi~ year, however, since under the Medicare+Choice law existing 
;HMO contracts cannot be renewed, a "non-renewal" represents a decision by an Hl.\10 not 
to enter into a new Medicare+Choice contract for 1999. Non-renewal decisions can apply 

,to ,a plan tennination or to a service area reduction . 

.For plans that want to contract Ylith HeF A to enroll Medicare beneficiaries, HCFA 
I initially approves the plan for its contract and then conducts periodic monitoring reviews. 

'; However, HCF A has no control over the 8.lUlUW business decisions ofplans to continue 
: partioipating in Medicare, that is, HCFA cannot require plans to enter into a 

" 	Medicare+Choice contract fur 1999 or maintain their existing service area under such a 
contract. • 

Regulations governing contracts under the older law require HMOs to notify HCFA. 90 
days before the contract ends (i.e., October 2) of a decision to nonrenew and to notify 
affected enrollees 60 days prior to the end ofthe contract (i.e., November 2). 

Information for Medicare Enrollees In Non-renewing Plans: 

1. 	 In General. Non-renewing HMOs will continue to provide' services to their Medicare 
enrollees through December,3l, 1998; that is. current enrollees can remain in'their HM:O 
through December 31, 1Y98. They can also disenrall prior to that time and either (1) 
return to the original M,edicare plan or (2) enroll in another Medicare«contracting HMq or 

. other Medicare+Choice plan if one is available in their geographic area (see item 3 below 
on effective dates and exceptions regarding who is eligible to enroll in another. plan). All 
beneficiaries have the oplion of returning to the Original Medicare Plan. Non-renewing 
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,	m1:0s are required to send all affected enrollees an information package by November 2, 
19~8. This'package wi1l pr'ovide information on enroilees' options with respect to either 
(l) ,returning to the original Medicare plan with supplemental coverage or (2) enrolling in 
anmher Medicare-contracting HMO or other Medicare+Choice plan. 

2. 	 Returning tu the Original Medicare Plan. Individuals can return to the Original 
Me~iCare Plan in one of two ways: (1) they can remain enrolled in the Non-renewing plan 
until December 31, 1998 and be automatically returned to the Original Medicare Plan 
starting January I, 1999; or (2) theY can return to the original Medicar~ plan before 
December 31, 1998, by (8) submitting a written request to disenroll to the Non-reneWing 
plan or (b) contacting the Social Security Office or Railroad Retirement Board Office. The 
me~ber ..vi.ll b'e disenrolled effective the first day of the first monthfo11owing the month 
the request for disenrollmcnt was made. For example, if the individual requested 
disenrollment on November 20, he/she will be returned to the Original Medicare Plan 
effective December 1, 1998. ' 

Individuals should understand that, until their disenrollment is effective, they must 
continue to comply with plan rules when seeking medical services. 

3. 	 Choosing Another Medicare HMO. Individuals may be able join another 
Medicare-contracting HM.O or other Medicare+Choice plan. Beginning January 1, 1999, 

,beneficiaries can enroll in any Medic'are+Choice plan that serves their geographic area if 
th~y are entitled to Medicare Pans A and B and do not have permanent kidney failure 
~nd Stage Renal Disease). Ifindividuals choose to ,enroll in another plan before 
Decemper 31, 1998, they will automatically be disenrolledfrom their current plan. 
Medioare-contracting HMOs and other Medicare+Choice plans that will be available in 
their geographic area will be required to accept enrollments in (November 1998 to be 
effective January 1, 1999. It should also be noted that some ofthese plans may also accept 
enrollments during the month ofDecember. Be sure to enroll no later than December 3 1 • 
1998 for your coverage to begin January 1999. 

4. 	 Supplemental Insurauce throu1:h Medigap. 

ReQuirem.en~~ for Medigap Insurers: 

• ' 	 As long as individuals apply for a Medigap :policy no later than 63 days after the 
coverage with the Non-renewing plan tenninatcs. they are guaranteed the right to 
buy any Medigap plan desigpated ','A" s"B",' ·'c·' or "F" that is offered in ,the State. 
Accordingly. if individuals who remain enrolled until the Non-renewing plan 
terminates their coverage on December 31; 1998 apply for one of these Medigap 
policies no later than March 4, 1999, companies se.lliDg these policies cannot place 
conditions on the policy (such as an exclusion'ofbenefits based on a pre-existing 
condition) or discriminate in the price of tlle policy because of health status, claims 
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experience, receipt ofhealth care or medical condition_ 

CAUTION: While individuals can apply for-a Medigap poUe}' before December 31, 
1998, the protections described here wil1'NOT be guaranteed if they vOluntarily 
d~senroll before the HMO contract terminates December 31, 1998. Individuals must 
keep a copy of their plan's tennination letter to show a Medigap insurer as proof of 
loss of coverage under this plan. 

If individuals dropped a Medigap policy to join the Non-renewing plan and they 
were never enrolled in a similar managed care plan since starting Medicare, they 
may be able to return to the Medigap policy thatwas dropped if(l) the Medigap 
policy dropped is still being sold by the same insurance company; (2) they disenroll 
from their cwrent HMO before December 31. 1998~ (3) they have beep enrolled in 
their current HMO for no more than 12 months; and (4) they apply for the 
Medigap policy no later than 63 days after their coverage from their current H:M:O 

. tcnninates. 

Ifthe previous Medigap policy is no longer available, the individual is still 
guaranteed the right to buy from any Medigap carrier a Medigap Plan designated 
nAn. liB", "C', or IIPJI that is offered in that state (as described above). 

CAUTION: H~he pre.vious policy is nO,longeravailablct the individual is still 
guaranteed the right to buy from any Medigap carrier any Medigap plan designated 
A, B, C or F that the tarrier offers in that State (as described above.). However, in 
:this situation the 63-day period for flUng your the new Medigap application will 
begin on the effective date of disenroUment. ; 

The individual should therefote make sure the old policy Is still available from the 
,original insurer beforedisenroUing from the non-renewing plan•.If it is not 
: available; the individual will have more time to make a decision about Medigap 
,options by simply remaining enrolled until the current health plan terminates 
•coverage on December 31. The individual win then have 63 days from tbe last day of 
! coverage under the current plan to apply for a plan designated A, B, Cor-F. . 

B&quirementsfQr Plans: 

. 	 ' 

• 	 By Ia.w Medicare H:M:Os must arraI)ge for individuals to be protected against any 
pre-existing condition ex:clusions under a Medigap policy for up to six months 
after a plan terminates coverage. Plans will provide individuals with specific 
information regarding the arrangements that will be made available to beneficiaries 
in the information paqkage that Non-renewing plans must send by Novem?er 2, 
1998, 

3 
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S. 	 Supplemental Coverage Through a Former Employer. Beneficiaries who have 
co~erage with a Medicare HM:O through their fomer employer should consult with their 
fo~er employer's retirement office before making any changes. 

,r 

6. 	 POSSibility of Seeing the Same Doctor as Before. Beneficiaries who choose to return to 
the Original Medicare Plan may be able to continue to see the same physicians that they 
had seen through the HMO because most HMO physicians (except those in staff or gr01.IP 

model HM.os) also provide services under the Original Medicare Plan. Ifthere are other 
Medicare-contracting HMOs or other Medicare+Choice plans in their geographic area, 
some of theii current physicians rna)' also participate with those plans. 

7. 	 (fuformation on Other Medicare HMOs. On November 2, comparative information on 
Medicare·oontracting HMOs and other Medicare+Choice plans that plan to contract with 
Medicare for 1999 will be available on the worldwide web at 'YIWW.medicare.gov under 
"¥edicare Compare", Information can be accessed by zip code or by state Wid county, 
Some plans are available only in cenain counties within a state or zip codes within a 
county. Many libraries and'senior centers can help beneficiaries obtain information from 
this source. 

8. 	 General Assistance for Medicare Beneficiaries on Health Insurance Matters. 
Beneficiaries can contact their StElte Health Insurance Assistance Program (SHIP) for 
a~sistance; they can also contact the U.S. Administration on Aging (AoA) central toll-free 
number (1.S0Q-677.1116) to be referred to their local area agency on aging. 
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Questions and Answers 

The Health Care Financing Administration (HCFA) is the Federal agency that administers the 
MedicilIe program. This includes administration ofMedicare risk-based contracts with health 
maintenance organizations (HMOs). Some of these plans have decided not to renew 
their contracts with HCF A to provide Medicare services to Medicare beneficiaries in certain states 
and selected counties. . , 

The fol1o~ing is designed to assist you in answering the most commonly asked qucstions arising 
from managed care plan non-renewals and service area reductions. . 

Ql 	 HMO plans are leaving Meditare. How do beneficiaries get information about 
wh~ther this is true? 

Al . Individuals affected by~ a tennination wilJ be receiving notification from the HMO no 
later than November 2. 1998. 

Q2 	 Wby nre HMOs terminating their contrads wi~h HCFA? 

A1 	 H1v10s ate independent businesses that make business decisions to either participate or not . 
participate in a contract with HeFA. HMOs voluntarily choose to enter into contracts 
wi.th HCFA to serve Medicare enrollees. Each year HMOs have to make a choice to 
continue their contracts, adjust premiums and/or benefits, or not renew the contracts. . 

. Some HMOs have made business decisions to term.iha.te their Medicare contracts in 
certain areas. In some cases, the termination of the cor:ttract was the result ofthe merger 
between the two plans where only one corporate entity will continue in the Medicare 
program. 

Q3 	 Can the Health Care Financing Administration (BCFA) force Medicare HMOs to 
c~ntinue their contracts to provide services to Medicare beneficiaries? 

A3 	 No. While HCFA is responsible for ensuring that contracting HMOs meet their contractual 
obligations, we do not influence their core business decisions, nor can we force them to 
stay in the Medicare program. 

Q4 	 How are HMO. paid by the Federal government? 

A4 	 HCF A pays J-I1,fOs a monthly amount for each enroUed Medicare member in exchange for 
providing all Medicare covered services to these members. The amounts vary from COU!1ty 

to COliIlty and are detennined based on a methodology prescribed in the statute. HeFA 
will make monthly payments to plans terminating their contracts through December, 1998. 
NOTE: $379.84 is the lowest Federal govemmentreimhursement rate for the aged 
allowed for 1999 by the Balanced Budget Act (BBA) of 1997. These rates are only the 
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base rate and the actual payments to HMOs reflect adjustments to the base rate for factors 
like age, sex, etc. . 

Q5 	 Are there any other HMOs in the affected areas.that Medicate benefidarie.~ can 
join?· 

. 
A5 	 In' most instances, there is at least one other managed care option available. Beneficiaries 

.will receive a notification from the terminating HMO with a list of options along with an 
available Medicare supplement (Medigap) optio~ n91ater than November 2, 1998. 

i 

Q6 	 Are all H.MOs terminating? 

A6 	 No. The changes for January 1999 omyaffect certil;in Medicare contracts.. 

Q7 	 ROlf many Medicare beneficiaries are affected by these changes? 

A7 	 As a result ofdecisions by HMOs, approximately 48,000 Medicare beneficiaries --less 
than one percent of the 6 million enrolled in Medicare managed care -- no longer have any 
Medicare H.MOs in their areas. Approximately 7 percent ofMedicare beneficiaries in 
nlanaged car~ plans win be affected by these changes. This represents about 1 percent of 
the total Medicare beneficiaries. 

Q8 	 After a plan tenninates, what health care co'Vernge witlbe avaiiableJor Medicare 
beneficiaries who were enrolled in these plans? 

A8 	 Many beneficiaries who are currently members of the terminating HMOs win be able to 
enroll in other Medicare managed care plans available in their area. Also, the Original 
Medicare Plan continues to be available to all Medicare-eligible individuals. Beneficiaries : 
who return to the Original Medicare Plan and wish to purchase aMedicare supplement 
(Medigap) policy will have specific rights, discussed below. Each terminating HM:O ~itt 
be mailing a list ofall health care options to its members by N~vember 2, 1998. 

Q9 	 Is there anything that will be made available to individuals being terminated rrom 
An HM~f such as a Medicare supplemental (Medigap) .insurance policy'! 

A9 :Current members ofHMOs have certain beneficiary protections. First, as long as you 
; apply for a Medigap policy not later than 63 days after your HMO coverage terminates on 
December 3 1> 1998. all Medigap insurers must sell you any Medigap plan designated 
"A","B", ile", or "FlO that they offer. The insurance company cannot place conditions on 

: the policy,(such as an exclusion ofbenefits based on a pre~existing condition) or 
, discriminate in the price ofthc policy because of your health status, claims experience, 
•receipt of health care, or your medical condition. 
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In ~ddition, your HMO is required to make arrangements that, ensure beneficiaries are 
protected for up to six months for out·of~pocket expenses related to any pre-eXisting 
condition exclusion in a Medigap policy. However, beneficiaries arc free to seek other 
coyerage which ma.y or may not have a pre-existing condition exclusion. 

Members should contact r.heir State Health Insurance Assistance Program (SHIP) for 
further information. 

QI0 What health coverage is available, for memben who are under the age of 65, and 
eligible for Medicare because of a ~isabmty? ' 

AlO For beneficiaries under age 65 (i.e., entitled to Medicare because ofa disability or as a 
result ofEnd Stage Renal Disease (ESRD)), Medigap insurers have the same 
responsibility to sell you a Medigap policy designated "A",liB". "C" or lip that they do for 
beneficiaries over age 65. However, tenninating HM.Osmust only make arrangements for 
Medicare supplemental.(Medigap) insurance based on what is available in the local 
marketplace. Members should contact their local State Health ID.surance Assistance 
Program (SHIP) for further information. 

Qll What if I dropped a Medigap policy before I joined this plan? Can I return to this 
Medigap poIiey? What happens if ( do this before December 31, t 9981 

All If a beneficiary was previously enrolled in a Medigap policy and this was the first managed 
care plan the beneficia.tY enrolled in since starting Medicare, the beneficiary has the right 
~Q return to the Medigap policy if: 

1:. the Medigap policy dropped is still being sold by the same insurance company; 

'2'. the beneficiary has not beenenrollcd in this plan for more than 12 months~ 

3:. the beneficiary di::;enroUs from this plan before December 31, 1998; and 

4. the beneficiary reapplies for that previous policy no later than 63 days after 
coverage from this plan terminates. 

If the previous policy is no long avaiIable, the beneficiary is stilI guarartteed the right to 
buy a Medigap Plan.designated "A'" "B", "en, or "F" that is offered in that state. Beibre 
the beneficiary disenroUs, the beneficiary shouId make sure the policy is still available from 
the·original insurer before disenroUing from the pIan. 
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Q12 	 Will members be able to keep prescription drug coverage, or is new coverage being 

made available? 


Ali 	 Ira member currently has prescription drug t6vet'age through a. terminating HMO, this 
coverage will also end December 31, 1998. Members have the option to enroll in other 
managed care plans available in their area which may cover prescription drugs. However.· 
the Medigap policies that must be made available to 'members oftenninating HMOs (plans 
·'A'.', I'B", "c" and liP) do not include prescription drug coverage. Similarly, the 
requirement that terminating HMOs make certain supplemental coverage available does 
not require them to make arrangements that include prescription drug coverage. MediCare 
supplemental plans that contain prescription drug coverage are available, but.members 
must seek them out on their own. These plans may renlse to sell you a policy based on 
your h~ahh status, and may impose waiting periods for pre-existing conditions. 

Q13 	 How soon will a decision need to be made for new health care eover~ge? 

. A13 	 Members may remain enrolled in their HM:Os until December 31, 1998, or they may 
disenroll from their HMOs and return to the original Medicare plan before December 3 1, 
1998 (As noted above. this decision may affect which Medigap options are available). It is 
recommended that members apply for a Medicare supplemental (Medigap) plan as soon as 
possible, in order to have Medigap coverage begin when the beneficiary returns to the 
Original Medicare Plan on January 1, 1999. However, as long as members apply within 63 
days after HMO coverag~ terminates on December 31, 1998, their rights·to get a new 
Medigap policy will be protected. . . 

Members currently enrolled in an Hlv'£O who have Part B only and who wish to enroll in 
another Medicare managed care plan must do so no later than December I in order to 
ensure they can continue to be enrolled in a Medicare managed care plan option. The 
Balanced BudgetAct does not allow beneficiaries with Part B-only coverage to enroll in a 
~edicare+Choice health plan option. . 

Q14 	 Wbat are the benefits under the Original Medicare Plan? 

A14 Beneficiary focused information, including an explanation of Medicare benefits, is 

available at www.medicare.gov.. 


Q15 	 Will membenbe able to go to their same doctors? 

. A 15 	 For those members returning to the Original Medicare Plan it is very likely that they will 
be able to continue seeing the same doctors and other p·roviders as they had seen through 
the In.10. Most physicians also participate in the Original.Medicare 'Plan. Members need 
;to check with their doctor and other providers to find out. If the providers participate in 
'Medicare, there is no need for a change. Ifa member chooses to enroll in a new Medicare 
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Q16 


A16 


Q17 


A17 


Q18 


At 8 


Q19 


A19 


HMO, he or she may need to select a new primary care physician (PCP) and begm using a 
new network of providers. Before making a decision to enroll in a new health plan option, 
the member should check with each managed care plan. 

\Vhat happens if a currently enrolled member, who is hospitalized prior to 
January 1, 1999, is still a hospital inpatient after January 1? 

Most participating acute care hospitals are paid by ~edjcare based on the Prospective 
Pa.yment System (PPS); non-PPS hospitals operate only in the state of Maryland. Other 
hospitals, like rehabilitation hospitals, free-standing psychiatric hospitals, and long-tenn 
care hospit~s, are paid on a cost basis and nOl under PPS. For PPS hospitais, the HMOs 
will continue to be responsible after December 31, 1998, for inpatient hospital charges 
until the member is discharged. For non·PPS hospitals and for other charges, such as 
physician charges, related to inpatient PPS hospital stays after December 31, 1998, the 

. or;ginaI Medicare plan will be responsible for payment, minus normal deductible and 
c6payment amounts. Members with Medicare supplemental insurance may have thcsc 
d~ductible and copayment amounts paid by their Medigap policy. 

, 1 

What if a currently enrolled'member is receiving other servh~e..q a.t home? How can 
he or she receive assistance during this transition? 

Members who are currently receiving ongoing care, such as home health care, or who are 

using medical equipment, such as oxygen 'or wheelchairs, need to call the phone number 

shown on their HMO identification card and ask for Utilization Management (OM) when 

they ate ready to change insurance plans. UM ~in help members make the change to 

receive care under the Original Medicare Plan or under a new ~anaged care option. 

Members who select a new liMO should. contact that Hrv.IO as soon as possible and ask 

for the' UM department. Members who elect to relurn to the Original Medicare Plan . 

should instruct their providers to bill Medicare directly after January 1, 1999. 


, 
What happens if a member needs to get additional information after 
January t, 19991 

HCFA requires HMOs to provide appropriate assistance to their members for as long as 
necessary. Individuals can also contact their State Health Insurance Assistance Program 
(SIDP) for additional assistance, 

Does a c:ur,rent member of a terminating HMO have to wait until January 1. 1999 to 
change his or her Medicare coverage,? 

:No. Ifa member chooses to enroll in another Medicare managed care plan prior to January 
. I, 1999, that enrollment will automatically disenroll the member from his or her HM:O. If a 
.member chooses to disenToll and go to the Original Medicare Plan before January 1) 1999\ . 
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the member must submit a request to disenroll in writing to the plan or go to the local 
! ~. 	 . 

Social Security District Office; disenroHment will be. effective through the end of the 
month in whi<.:h the plan Qf Social Security-Office receives the request. 'If the member 
takes no action, the member will be returned to the Original Medicare Plan on January 1, 
1999. 	 . 

Q20 	 How can members receive additional assistance or more information about their 
c~oice5? 

A20 	 Individuals can contact their State Health .Insurance, Assistance Program (SHIP). The 
following agencies can also give beneficiaries infonnatio,n on Medicare supplemental 
insurance plans and help with other health ~are decision,S. ' 

-·Cou~ty Aging Services 
-Senior Centers 
-State Insurance Departments 
-The U.S. Administration on Aging 

·HCFA Regional Offices 


r .' 	
, 

) 
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INFORMATION ON IVIEDICARE SUPPLEMENTAL INSURANCE 

Questions and Answers 

A Medicare supplemt:nl policy, also known as Mcdigap insurance, is an insurance policy offered 
by private entities (insurance companies or associations) to individuals entitled to have benefits 
paid by the' Original Medica.re Plan. Medigllp provides reimbursement tor certain expenses 
incurred for services or items for which payment maybe made by the Original Medicare plan but 
which are not reimbursable because ofdeductibies or coinsurance. A Medigap policy may also 
pay tbr certain items or services nut covered by Medicare at all, such as prescription drugs. 
Medigap only works with the Original Medicare'Plan. It'will not cover our·of-puckel expenses, 
'such (lS copayments, in a managed care plan. , 

The following is designed to assist you in answering the most commonly asked questions arising 
from managed care plan terminations apd service area reductions. 

What Happens IfYour Managed Care Plan Terminates Coverage in Your Area Because it 
Does Not Continue in the Medicare Program? 

'r 

If your health plan will no longer continue its contract with the Medicare program to provide 
health care to Medicare beneficiades, the following alternatives are available to you: 

, 
1. 	 You may remain enrolled in the non-renewing health plan until the end of the contract 

period. Ifyou choose this option, you need take no further action; you wili alltomatically 
be disenrolled from the plan and remmed to the Original Medicare Plan as ofthe effective 
date of the health plan's termination. Until your d.senrollment .from the non-renewing 
h~alth plan is effective, you must continue to use health plan providers. ' 

2. 	 You may join another managed care plan in your area that contracts Vlith the Medicare 
program. If you choose this alternatiye before the end date ofyour coverage, you will 
automatically be disenrolled from the non-renewing health plan when you enroll in the new 
l-;lMO. Health plan(s) in your area that have contracts with Medicare \vill be identified for 
you. They are required to accept your emollment. Contact these plans concerning benefits 
and premiums in order to make the best selection for your personal needs. 

, . 	 '" . " 

3. 	 You may disenroll from the non·renewing health'plan and· return to the Original Medicare 
Plan before your coverage terminates. Ifyou choose this option, you may disenroll by 
notifying the non-renewing health plan. You may also disenroll by writing to or visiting 
your local Social Security office or your local Railroad Retirement office if you are a 
railroad retiree. You will be disemolled effective the first day of the month following the 
month in which you requested disenrollment. For example, if you request disenrallment 
:on November 20th, you will be returned to the Original Medicare Plan eftective 
December 1. 
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If I Choose to Enroll in the Original Medicare Plan, Can I Purchase a Medigap Policy? 

Yes. If you' return to the Original Medicare Plan, you may wish to purchase a Medigap policy. l\ 
Medigap policy requires an additional monthly premium and will pay for some ofyour 
out-or·pocket costs which are not covered under the Original Medicare Plan. Your non-renewing 
plan has a legal obligation to arrnnge for you to be protected against any pre-existing condition 
eXclusions under a Medigap policy for up to six mOllLhs after the plan tenninates your coverage. 
The plan may do this in a number of ways. The plan must notify you of what arrangements it has 
made for such coverage no later than November 2, 1998. 

I 

, 

Some plans will identify a Medigap insurer, and the insurer will waive (i.e., not apply) the waiting 
period tor coverage of pre-existing conditions. You may then enroll for the new policy between 
specific dates identified by the non-renewing managed care plan. Your Medigap 
insurance will have an effective date that should coincide with the ending of the planls Medicare 
contract so that you will have continuous coverage. '. 

May I Shop Around for a Medigap Policy Rather'Than Accept the One Chosen by the 
Non-renewing Plan? ' 

Yes. You 'may shop fora Medigap policy on your own and find the one that meets your needs and 
provides coverage at the lowest premium available in your state. 

Am I Eligihle for Any Protections If I Choose a Medigap Policy Other than the One Chosen 
by the Non-renewing Plan? 

The law'~asan imponant protection for you in these circumstances, if you purchase Medigap 
plans "A": "B", "CII, or IIpt'. The insurance company selling the policy may not: , 	 . . 

1., 	deny or apply any condition to the sale of the policy; 

2., 	 di~criminate in the pricing of the policy be~use ofyoll! health status, prior history of 
claims ex.perience, receipt of health care, or medical condition~ or 

3; 	 impose a preexisting exclusion for any condition you may have. 
I 

However, you only have 63 days after your coverage ends in which to apply for coverage from a 
Medigap: insurer. Contact your State Health Insurance Assistance Program for funher . 
infonnation.. 
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How Do IGo about Finding a Mcdigap Insurer? 
I 

Begin your inquiries as soon as you receive the non-renewing plan's notice of termination. This 
way, you will have time to find thebest coverage to meet your needs and have it go into effect on 

. the day following the effective date ofyour non-renewing plan's termination 
from the ¥edicare ptogram. . 

j 

Your best, course of action in such situations is to contact YOllr State Health Insurance Assistance 
Program (Sl-IIP) or State insurance department. Your SHIP has be~n trained to assist you in 
resolving situations li~e these. The telephone number forth~ SHIP in your state is available on 
www.medicare.gov, To find out about your s~ate's health insurance assistance program, check the. 
State Goyemment listing in your telephone book, and contfi.ct your State's Office on Aging or 
Insurance, Commission. 

DQ The8~ Special Protections Apply to All Medic~reBe'neficiaries? . , 

Effective:July 1, 1998, 'a Medigap insurer must make any plans "A", "B".• "C", and f'F" that the 
insurer makes availabh: in the marketplace, available to all beneficiaries (aged; 'disabled, and 
individuats with End Stage Renal Disease) whose Medicare managed care plans are terminated or 
not renewed. The protections discussed above apply in these cases. . 
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PRESIDENT CLINTON ANNOUNCES NEW INITIATIVE TO HELP MEDICARE 

BENEFICIARIES WHO HA VE BEEN ABANDONED BY THEIR HMOS AND TAKES 


STEPS TO PREVENT IT FROM HAPPENING AGAIN 

October 8, 1998 


Today, the President unveiled a three-part initiative to respond to the decision by some Health 
Maintenance Organizations (HMOs) to renege on their commitment to Medicare beneficiaries by 
dropping out of the program. The Department of Health and Human Services' preliminary analysis 
indicates that because of these withdrawals only one percent of Medicare beneficiaries currently in 
HMAS will have no managed care alternative in their area. However, the President stated his 
concern for any beneficiary who has lost their HMO option because of the decision by some of 
these plans. Addressing the action taken by selected HMOs, the President: 

I 	 . 

• 	 Criticized health plans for reneging on commitment to Medicare beneficiaries but 
reiterated that the Administration would not grant the industry's request to raise 
premiums and reduce benefits for all Medicare beneficiaries in HMOs. The President 
underscored that Medicare should not be held hostage to threats by HMOs to leave the 
prog~am unless they can increase cost-sharing and reduce benefits to Medicare beneficiaries. 

• 	 Initiated a new Medicare campaign to help beneficiaries understand their rights and 
options. To assure Medicare beneficiaries, affected by HMO withdrawals, that they are 
automatically eligible for traditional fee-for-service and that the law guarantees them:access 
toa nuniber of Medigap policies, which help fill Medicare's coverage gaps, HCFA will: 

I Enlist a wide range of public and private partners that represent tens of millions of 
older Americans to provide their members with the information they need through 
newsletters, conferences, training partners, conducting targeted information 
campaigns. These partners include AFL-CIO, American Association of Retired 
Persons, the Leadership Council of Aging Organizations, National Council of Senior 
Citizens, and National Rural Health Association, as well as the Social Security 
Administration, HCF A Regional Offices, and State Health Insurance Assistance 
Programs; , 
Post new information today on the Medicare Internet cite that provides commonly 

I asked questions and answers for Medicare beneficiaries, their families, and insurance 
counselors; 
Announced that Medicare.gov will be updated ona region-by-region basis to ensure 

! 	 information is available on any changes in plan options, resulting from these HMO 
withdrawals; 
Distribute a model letter to all health plans who have chosen to drop out of the 
program to help notify beneficiaries of their options. 

• 	 Announced new policy to encourage HMAS to enter markets that have been 
abandoned and to expedite their approval. 'HCFA will expedite their review and 
appr~val of HMOs seeking to enter markets that have been left without an HMO option. 
Any such applications will receive first priority for review and HCF A will seek to expedite 
their entrance into the market as long as they meet necessary solvency, quality, and other 
standards. 
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• 	 Instructed SecretaryShalala to develop new legislative options to help assure 
beneficiaries are protected from these types of withdrawals in the future. The President 
emphasized his determination that the Administration should take all possible actions to help 

. assure an adequate range of health plan options for beneficiaries and reduce the likelihood 
that oeneficiaries will face these kinds ofsituations in the future. To that end, he directed 
the Secretary to recommend a specific legislative proposal to be included in the President's 
next budget that is designed to enhance plan participation and beneficiary protections. 

, 
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HMO ,Plan Withdrawals in the Federal Health Benefits Prog~am for 1999 \ 

In 1999, there will be 272. HMOs participating in the Federal Employees Health Benefits 
Program, :64 fewer than in 1998. Federal employees,. retirees and members of their families 
~vill5till have mar-ethan adequate access to quality health care. Regardless of \Ivhere they 
live, they~will be able to choose from amongat I~ast 6 available health plans during the 
upcomin~ open enrollment period. . 

The HMOs ~'Vhich decided not to participate ,in 1999 all made independent business 

judgments. Though only a few plans cited any reason for,their decision, low enrollments 

relative to: other lines of business, competitive pressures in the market and 


. merger/acquisition activity were cited as the primary fac,tors dictatingtheir decisions. From 
1997 to 1?98, 24 HMOs withdrew from the Federal Employees Health Benefits Program. 
The primary reason for the decline in HMOs during that period was the consolidation 
taking playe in the HMO marketplace; 31 plans were acquired, merged.With another plan,. 
or reconfigured their service areas. 

. I . 

, HMO participation in the Federal Employees Health Ber)efits Program has always 
fluctuated up and down; more in some years than .in others. From the perspective of 
running the program, two matters are' material toOPM in this context. First, OPM is 
committed,to the principle of,adequate access and choic,e in the program, Secondly, to the 

. extent a he,alth plan decides to withdraw from the program, it is important that the decision 
be made on the basis of an independent business judgment. Since both principles have 
been maintained for 1999, there does not appear to be any re4son for concern about the 
program. 

I 
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HCF A (Hash and Peacock) . 

ASL (Horvath) 

ASPE (Claxton) 

IGA 
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FROM: 	 Melissa Skolfield 

I'm going t9 re-edit these now, since the computer just ate my.revisions (!) but can you please go 
ahead and review these Medicare HMO Q and As from HCF A? Edits should go to Lauren 
Shaham by:4:00 PM TODAY. She's in our press office (63&-E) and at 690-6343. Thanks. . , 	 ' . 

----- . 

I . 

; : 



141 00310/07/98 WED"15;36 FAX 202 690 5673 DHHS/ASPA 

1. 	 How many plans say they're leaving Medica~e? Why are they leaving? How many 
states are affected? 

As a result: of decisions by HMOs to leave some Medicare ffiark~ts, 49,481 Medicare 
beneficiaries -- ress than one percent of the six million beneficiaries enrolled in Medicare 
managed c~e - no longer have an HM.O in their area. (43 contracts are not being renewed and 
51 plans are reducing their service areas.) It's important to remember that a third of this tot~l 
comes from plans in Utah that announced they were leaving in May -- a couple ofmonths before 
HC~A published its June regulation. HM.Oshave also announced they are not renewing or 
reducing tl)e service areas for94 contracts, affecting 412,191 beneficiaries; however, these 
seniors DO have another managed care option in their area. 

1 

The vast majority of the 49,481 Medicare beneficiaries affected live in just four states: California 
(11 percent of the total), Florida (22 percent of the total), New York (11 perc~nt of the total) and 
Utah (36 percent of the total.) , 

Despite this "shakeout" in the managed care market in some areas of the country, it's clear that 
managed care continues to be attractive and profitable for HMOs. HCFA has 347 contracts 
currently in effect and 48 new applications are in the pipeline; the number of beneficiaries 
enrolling in managed care plans has been growing by 70,000 to 80,000 a month. 

. 	 ;~BACKGRO : Medicare HMOs make annual business decisions whether or not they will 
continue to, e part in the Medicare program. These decisions can apply to an entire service 

. area or onl~ to selected counties in a company's service area. These are called nonrenewals. 

For.HMOs'that want to contract with the Health Care F~cing Administration to emoll 
Medicare beneficiaries, HCF A initially approves the plan for its contract and then coriductS 
periodic monitoring reviews. However, HCF A has no control over the annual business decisions 
ofHMOs t9 continue to participate in Medicare. , 

2. 	 Doesn't the fact that all these plans are leaving Medicare mean that 

Me~icare+Choice isn't working? 


I 

Absolutely:not. Congress and the Administration created Medicare+Choice to modernize the 
Medicare program, letting Medicare beneficiaries make their own choices about how they want 
to receive their health care, whether its fee-fer-service traditional Medicare or managed care . 

. Just as imp:ortantly, one of the goals ofMedicare+Choice is.to give them the tools -- the 
. information --:- for them to make infoITIled decisions. Our actions today continue our coIllitlitrnent 
in this area~ . 

3. 	 What is theCIinton Administration doing about the plans le~ving? 

The Health Care Financing Administration, the agency responsible for Medicare, will work 
closely v,lth beneficiaries -- and a broad range of public and private partners -: to make sure they 
know their,rights and options. HCFA is posting questions and answers and regional information 
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, 	 . 

on its Medicare.gov website and is distributing a model letter to all plans dropping out of 
Medicare to encourage them to notify beneficiaries of their options. 

I 	 . 

1 

" HCFA will also expedite review and approval of HMOs seeking to enter markets that have been 
left without an :rrMO option. Any application will receive first priority for review, and HCFA 
\.!rill help them enter these areas quickly -- as long asthey meet necessary solvency, quality and 
other standards that protect beneficiaries. 

The President has also asked Secretary Shalala to explore legislative options to help assure that 
beneficiaries are protected from these types ofwithdrawals in the future. Her guiding priority in 
m~g that determination Will be what's in the 'best interests of our beneficiaries.' 

4. 	 :Many health plans say they wanted.toresubmit their proposals, but you wouldn't 
let them. Why didn't you' agree With this request which would have enabled ' 
beneficiaries to stay in Medicare managed care? ,Are their things you can do to 
,bring the plans back tnt., Medicare? . 

The HMOs' proposal was not in the best interests of Medicare beneficiaries, and we believe 

'HCFA wa~ right not to let them raise premiums or drop benefits. On September 16, just two 

'weeks before the deadline for plans to submit their nonrehewal notices to Medicare, the 

American Association of Health Plans made a broad request to the Health Care Financing 
'Administratio~ that would have allowed plans to significantly change benefits and costs for 
potentially: millions' of Medicare beneficiaries in managed Care. HCFA decided not to allow such 
broad revisions to approved ~djusted cornmllility rate proposals, ofACRs~ because virtually all of 
the six million berieficiaries currently enrolled in Medicare manage4 care plans could have paid 
more premiums and cost.'sharing while potentially receiving reduced benefits. 

HCFA asked the AAiIP to submit a mmowei proposal and ~pecific assurance that reopening 
.these calcUlations would result in a"nurnber of health plans reconsidering their decisions about 
whether to continue participating iri Medicare. However, RCFA received neither. 

, 	 ' 

,s. 	 Iso't this just more political 'managed-care basking by the White House? Isn't this 
just another effort to turn atterition away from the House vote on impeacQ,metit? , 

Absolutely not. This Administration has worked har,d to help beneficiaries have more choices in 
the way th~y receive health care and the October 2 deadline for HMOs to decide whether or not 
to continuJ in the Medicate program was set by statute. HCFA's number one priority in making 
its decision was what's in the best interest of Medicare beneficiaries. Plans have left a relatively 
small number of beneficiaries .- less than one percent of the six million in Medicare managed 
care, with imother 32 million in fee-for-serVice Medicare -- but we want to make sure that these , 

50,000 be~eficiaries know exactly what their rights and options are. 

6.. 	 No\v what can beneficiaries do to gethealth care? \Von't they hav~ difficulty 

getting continuity of care ifthey have to go back to Medicare? 


http:Medicare.gov


lJtltl::.; :\St':\10/07/98 WED 15 3ti fAX 20Z 690 5673 

. '.. .... 

First of al( beneficiaries are not left 'Nithout Medicare:' ali ~ffectedbeneficiaries will be 
automatidlly enrolled in traditional fee-for-service Medicare -~- the choice of 32 million of 
Medicare'$ 38 million beneficiaries'. About 90 percent of the beneficiaries affected by these 
plans not i~newingtheir contracts have other managed care choices in their conununities. It's the 
one percent who have no other options wp.o we are most concerned about. 

Plans that are not renev.i.ng their contracts for 1999 'NiH continue to provide services to their 
Medicare enrollees through December 31> 1998. Ifenrollees want to go back to original 
Medicare and buy a Medigapinsurance policy, ifthey have been in the HMO for a year or less, 
they can buy one of four Medigap policies (know as A, B, C, and F). If they had a Medigap 
policy and were in the H:MO for up to a year, they can go back to that policy, but they must meet 
certain conditions. This is just one of the reasons we want to make sure that beneficiaries know 
their rights and options after plans decide not to renew their contracts to provide managed health 
care to these beneficiaries. ' 

/ 

7. 	 Many seniors go into managed ~arc so they can get prescription drugs. If someone 
goes back to fee·for-service Medicare, won't t,hey lose their prescription drug 
ben,efit? 

, 	 , 

Yes, that's one of our key c'oncems and why we're taking the actions we'are today. But. 
remember, there are less than 50,000 people who don't have the option to enroll in another HMO 
and even fey,rer who may not be able to buy a Medigap plan that covers prescription drugs. We . 
believe our ,expanded education campaign will help them make the choice that's right for them. 

It's also important to remember that prescription drug coverage is one of'themote attractive 
benefits that HMOs offer to get Medicare beneficiaries to join up - but because it is also one of 
the most expensive benefits, it's also often the first benefit HMOs cut when they start to cut 
costs .. 

8. 	 Won't having to change plans ,or go back to fee-for-service mean beneficiaJ:'les Will 
ha:ve to change doCtors? 

No. Most dbctors in the U.S. --well over 90 percent, in fact :.- participate in original fee-for
service Medicare. Many doctors also participate in other HMOs. 	 . 

, 	 '.. ! 
9. 	: AAHP says conditions have changed since May 1 when they were required to 

submit their benefit packages. So why not Jet them make changes that better refie'ct 
the health care market? Isn'tyour refusal to consider their request simply a . 
bureaucratic response? 

Plans knew iastFall, when the law was passed, how their rates would be set. The actual rates 
were published in February. Under the statute passed by Congress, May lwas the date specified. 
for plans to submit information. This enables a responsible review of their material so that 
beneficiaries would be able to m~e infonned decisions in the Fall. 
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A number 'of plans have said that prescription drugs have been increasing in cost, and that is a 

reason the>' want to reopen their benefit packages. However, fo~ quite some time it has been 

clear that prescription drug prices have been increasing. So they should have had this 


. information when they proposed their benefit package in May. We think it was not in the best 
interests of beneficiaries to let them -- at the last minute -- reopen their proposals and subject 
potentially millions of beneficiaries to higher costs and copayments and reduced benefits" 

10. 	 Don't you a:nd the plans have a[l obligation to make sure beneficiaries don't lose 

their health care? . 


Absolutely~ We have an obligation to protect the beneficiaries, making sure they will continue to 
get the best health care possible. That's why we're concerned and have announced our new 
initiatives. especially for those beneficiaries who will not have any managed care choices. It is 
for these people that we are encouraging HMOs to enter those markets that have been abandoned. 
We'll exp~dite the approval process for them, as long as they meet necessary solvency, quality 

and other standards that protect beneficiaries. 

Now, as far. as the plans are concerned, we hope they feel an obligation to the enro.llees as well. 
They are re~uired, however, to send their eruollees an· information package by November 1. This 
packet will ,explain the enrollees' options -- either enroll in another HMO in their community or 
retUrn to fee-for-service M~:dicare ..- and then they can buy a Medigap insurance policy. And if 

. they don't do anything at all, they will automatically be enrolled in original fee-for-service 

Medicare oil Januarv 1. . -	 . 

The HMOs ~ale also required to make arrangements for Medigap insurarice that guarantees 
coverage and waives exclusions or waiting periods for pre-existing conditions. That means pre
existing conditions will be covered the day the insurance is effective and the beneficiary cannot 
be denied. cqverage due to his or her health s,tatus. 

- 11. \Vhere can beneficiaries go to find out what to do? 

There's a number ofplaces. First of all, beneficiaries can call the Health Care Financing _
Administrations' regional offices. A list of offices is attached to the fact sheet. They can go on 
the Internet at www.Medicare.gov. They can also contact their State Health Insurance Programs 
or their local Area Agency on Aging. Groups like AARP and the National Council for the Aging 
are prepared to help them. And we're preparing to provide those groups v{ith information that 
v.ill help them advise seniors and ·their families. 	 . 

12. 	 Aren't you surprised by the small number of new types of plans (such asPSOs) that 
have. applied to serve Medicare beneficiaries? . 

Not really. While the law was enacted a year ago, the regulations only went int~ effect in June 
and we expect to see more plans applying to provide service next year. The plans have to submit 
business plans, organize their networks of hospitals and doctors and generally look at all the 
business aspects of providing health care to Medicare beneficiaries. It all takes time and two 

http:www.Medicare.gov


'l1J uu IDHHS/ :\:;,t':\ 

months is not a lot of time when an organization is just beginning the process. And we want to 
. make sUre: that new plans co~sider their decision to enter M.edicare carefully, so 'that they'Ii be in 
for the 10Il;g haul. . . 

13. 	 WjIl you update the Medicare & You handbook to reflect these changes? 

1 " , 


The handbook is being mailed to beneficiaries 'in only five states -- Ohio, Florida, Arizona, 

Washington and Oregon -- early in November. The handbook includes information about the 

plans that are available in those states and is already at the printer, AND these states are not . 


. heaviJy affected by HMO pullouts. So th~ handbook won't be updated. Updated information 
will be available at www.Medicare.go'V. 

14.. \Vhat legislation, "'ill the Secretary propose? Are you ruling out giving more money to 
the plans? Who will she consult? 

She was just given this directive today to determine whether legislation is needed. Based on 
what we kTIow so far, we think the answer is yes .. But let's review the bidding. 

The fact that Hl\10s have left about 50,000 beneficiaries. without managed care plans doesn't 
necessarily mean that major changes are needed. In fact, a third of this total comes from plans in 
Utah th~t announced they were leaving in May""" well before HCFA published its June 
regulation; 

Many Of the key deadlines that HtvIOs are complaining about, such as the May 1 date for HMOs 
to determine what the benefits they would provide and charges for beneficiaries, was set in the 
law passed by Congress. That's one of the possible areas for change we'll be considering, but 
before we. decide anything we want to carefully consider what any change would mean for 
beneficiaries. For example, that May date was established to make sure beneficiaries would have 
the infonTIf;ltion they need on a timely basis. 

HMOs have also complained that they're not getting paid enough in the formula established in 
the law. While we're not entirely ruling out the possibilitY that a different payment scheme may 
be in order, there has' been· substantial evidence .- from independent studies to the HHS Inspector 
General -- ,showing that plans are paid qUite well by Medicare. 
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