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HUM1NISTRATOR'S OFFICE 

Status of l\'ledicare l\1anaged Care Non-Renewals 

As of October 8, 1998 


SUlv1J\.f.A.R Y 

"0 43 risk contracts (health plans paid on a prepaid capitation basis) are non-renewing their 
contracts, affecting 221,091 beneficiaries. ,These plans have participated in the program 
for one to five years, with an average of about thee and one-half years. 

o 	 52 risk contracts are reducing their service areas, affecting 193,201 beneficiaries. These 
plans will continue to serve other pans of their current service areas. 

.. 	 A total, of 414,292 benefici~es (about 7 percent of total risk enrollment) are affected by 
non-rerye\vals and service area reductions in 371 counties. Of these, 56,142 beneficiaries 
are in 120 rura.l counties. There are 3,223 counties in the country, of which 1,122 
currently have risk contracts. A total of 29 states, and the District of Columbia, are 
affected by these actions, 

• 	 The average pa,ment rate for the counties being dropped is about $486, and ranges from 
$380 t,O 5798. The average payment rate across all counties is $471. 

AREAS WITH KO ~vf.A.J'\JAGED CARE OPTIONS 

• 	 72 counties will have no other risk (or cost) plans available, affecting 45,074 

beneficiaries, less than 1 percent of current risk enrollment. Of these, 51 counties are 

rural,' affecting 15,1 S8 beneficiaries. . 


• 	 In the 72 counties, 22 are at the payment floor of$380, The range of the other counties' 
. payment rates is from $380 to 5721. The average payment nite across these counties is 

about $434, 

e AT this time, there are 3 pending applications that \\till se.Ne some of these areas 

. PENDING,APPLICATIONS 

There are 48 pending risk applications [43 Health Nlaintenance Organizations, 
1 P\eferred Provider Organization, 3 Provider Sponsored Organizations (PSO), and 
1 PSO \l;1.th an approved Federal waiver to state licensure]. In addition, 25 current risk 
plans have requested an expansion of their service areas. 
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OTHER NON RENEW,-\L ACTIV1TY 

• 	 5 cost contracts (health plans paid on a cost reimbursement basis) are non-renewing in 
40 counties, affecting 20,290 beneficiaries. 

• 	 15 Health Care Prepayment Plans (part B only health plans) are non-renewing, affecting 
12,532 beneficiaries. . 

2 Choices Demonstrations are non- renev.ing, affecting 23, 178 beneficiaries. 

TOTALS 

A total of I 17.contracts are non~renewing all or a part of their service area, affecting 470,292 
beneficiaries. Although about 7 percent of the beneficiaries will be affected, less than 1 percent 
will have no managed care option available. 
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Fact Sheet on Non-Renewals 

Background and GenerallnformatioD on Medicare Health Maintenance Organizations 
(HMOs) and Non-renewals: 

• 	 F or many years, the law has allowed Medicare to contract 'With HMOs to enroll 
beneficiaries. Curre.ntly, about 6 million beneficiaries receive their Medicare benefits 
through l-.1edicare-contractmg HMOs. The law that govem~ Medicare-contracting HMOs 
through 1998 (the "older" law) is being replaced by a new Jaw. This new Jaw 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~10s that 

had been operating under the older law want to continue their Medicare participation, they 
must contract under the new Medicare+Choice program. Some currently-contracting 
H!vIOs have decided to continue under the Medicare+Choice program; others have 
decided not to continue 

• 	 Under borh the older law and the new Medicare+Choice program, Medicare HMOs 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 participate was generally 
referred to as a non-renewal, because the HMO was deciding not to "renew" its existing 
contract v.ith HCF A This year, however, since under the Medicare+Choice law existing 
HMO contracts cannot be renewed, a "non-renewal" repre.sents a decision by an HMO not 
to enter into a new Medicare+Choice contract for 1999. 'N'on-renewal decisions can apply 
to a pla,n termination or to a service area reduction. 

• 	 For plans that want to contract with HCFA to enroll Medicare beneficiaries, HCFA 
initially, approves the plan for its contract and then conducts periodic monitoring reviews. 
Howev'er, HCFA has no control over the annual business decisions of plans to continue 
participating in Medicare, that is., HCFA cannot require plans to enter into a 
Mediq,re+Choice cOlitract for 1999 or maintain their existing service area under such a 
contract. 

• 	 Regulations governing contracts under the oJder law require H}..10s to notify HCF A 

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 of the contract (i.e., November 2). 


Information for Medicare Enrollees In Nonrenewing Plans: 

1, 	 In Genera]. Non-rene\\;ng HMOs will continue to provide services to their Medicare 
enrollees through December 3 I, 1998; that is, current enrollees can remain in their HJv10 
through December 31, 1998. They can also disenroll prior to that time and either (1) 
return to the original [vtedicare plan or (2) enroil in another Medicare-contracting HMO or 
other Medicare+Choice plan ifone is available in their geographic area (see item 3 below 
on effective dates and exceptions regarding who is eligible to eruoll in another plan) .'-\11 

beneficiaries have the option of returning to the origlnal Medicare plan 
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Non.rene~;ng HMOs are required to send all iffected enrollees ali information package by 
November 2, 1998 This package \Nill provide information on enrollees' options with . 
respect to either (1) returning to the onginal Medicare plan with supplemental coverage or 
(2) enrolling in another Medicare-contracting HMO or other Medicare+Choice plan. 

2. 	 . Returning to tbe Original Medicare Plan. Individuals can return to the original 

Medicar~ plan In one of t\\·o ways: (1) they can remain enrolled in the nonrenev.i.ng plan 

until D~ember 31, 1998 and be automatically returned to the original Medicare plan 

starting January I, 1999; or. (2) they can return to the onginal Medicare plan before 

December 31, 1998, by (a) submitting a written request to disenroll to the nonrenev..ring 

plan or (0) contacting the Social Security Office or Railroa.::i Retir~ment Board Office. 

The member \1Il1l be disenrolled effective the first day of the first month following the 

month the request for disenrollrnent was made. For example, if the indiVidual requested' 

disenroHment 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 
c9htinu~ to comply ~ith plan rules when seeking medical services 

3. 	 Cboosi'ng Another Medicare HMO. Individuals may be able join another Medicare
contracting HMO or other Medicare+ChoiCe plaI!. Beginning January I, 1999, 
beneficiaries c;an enroll in any Medicare+Choice plan that serves their geographic area if 
they ar,e entitled to Medicare Pans A and B and do not have permanent kidney failure 
(ESRJj). If indi\·iduals choose to enroll in another plan before December 31, 1998, they 
\lIi\I automatically be disenroiled from their CUrrent plan Medicare.contracting HM.Osand 
other Medicare+Choice plans that v.ill be available in their geographic area will be 
required to accept enrollments in November 1998 to be etfective January 1, 1999. It 
should also be noted that some of these plans may also accept e11rollments during the 
month: of December However, if individuals wait until Decembeno enroll, they will be 
transferred to the original Medicare plan for January, with enrollment in the new plan 
effective· February 1 . 

. 4. Suppiem~ntal Insurance through Medigap. 

Requirements for Medigapln$urers:., , 

. 	 ... 

• I As long as individuals apply for: a'Medigap policY no later than 63 days after the 
. coverage with the nonrenewing plan terminates (in this case, December 31, 1998), 

they are guaranteed the right tobuy any Medigap plan designated "A","B", «C" or: 
"F" that i:; offered in the State. Companies selliilg these policies cannot place 

, 	 conditions on the policy (such as an exclusion of benefits based on a pre-existing 
condition) or discriminate in the price of the policy because of health status, 
claims experience. receipt of health care or .medical condition 

CAUTION: While indh'iduals can apply for:a Medigap policy before 
December 31,1998, tbe protections described here may .NOT be guaranteed 

http:nonrenev.i.ng
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5. 

6. 

j. 

8. 


I 

if they voluntarily disenroU before the ,HMO contract tenninates D~ember 
31, 1998. Indi\'iduals must keep a copy of their plan's tennination letter to 
show a Medigap insurer as proof of loss of cove,rage under this plan. 

• 	 If individuals dropped a Medigap policy to' j9in the nonrenewing plan and they 
~'ere never enrolled in a similar managed tare plan;since star:tingMedicare, they 

,	r,nay be able to return to the Medigap policy that was dropped if (I) the Medigap' 
policy dropped is still being sold by the same insurance company; (2) they 
<disenroll from their current HMO before December 31, 1998; (3) they have been 
rnrolled in their current HMO for no more than 12, months; and (4J'they apply for 

. the !\!edigap policy no later than 63 days after their disenroUment from their . 
current HNIO. ' 

:. 	 '.. f . 

tAUTION: If individualsdisenroll before December 31, 1998 'and the 
;previous policy is DO longer available, they may NOT be'guaranteed the right 
;to buy Medigap policies" A" ,Of B", "C "or"F" as described above. 
Individuals must make sure the policy tbey dropped is still available from the 
:originaJ insurer before they disenroU. 

Requir6nents fo~ Plans: By law Medicare :HMOs must arrange for individ~a1s to be 
protected against any pre-existing condition exclusions under a Medigap policy for up to 
six months after a plan terminates coverage. Plans will provide individuals ·viith specific 
information regarding the arrangements that will be made available to beneficiaries in the 
informati()n package that nonrenev.ing plans must send by November 2, 1998: 

, 	 , 

Supplemental Co\'erage Through a Former Employer. Beneficiaries who have 
cover~ge v.ith a Medicare HMO through their former employer should consult v.ith their 
fonner employer's retirement office before making any changes, 

Possil;lility of Seeing the Same Doctor as Before. Beneficiaries who choose to return to 
the Onginal Medicare Plan may be able to continue to see the same physicians that they 
had.seen through the .HJ\.10 because most HMO physicians (except those in staff or group 
model H:l'vfOs) also provide services under the original. Medicare plan. If there are other. 
Medicare-contracting HlVfOs or other Medicare+Choice plans in their geographic area, 
some:oftheir current physicians may also participate wi~h those plans .. 

Information OD Other Medicare HMOs. On November 2, comparative information.on 
Medicare-contracting HJ.\fOs and other Medicire+Choice plans that plan to contract mth 
Medicare for 1999 will be available onthe worldwide web at Wl+'W.medicate,gov under 
"Medicare Compare" Information can be accessed by zip code or by state and county, 
Some plans are available only in certain counties within a state or"zip codes within a 
cour:ty, Many libranes and senior centers can help beneficiaries obtain infol1i)ation from 
this ~ource 

, 	 . ' 

General Assistance for Medicare Beneficiaries on Health Insurance Matters. 

Beneficiaries can contact their State Health Insurance Assistance Program (SHIP) for 
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assistance; they can also contact the US. Administration on Aging (AoA) central toU
. free number (1-800-677 -1116) to be referred to their local ;area agency on aging They 
can also: com act the office of their State Insurance Commissioner or the HCF A regional 
office if:additional assistance is necessary. 
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MEDICARE .. MEDICAID 
~c-~ ...~ 

Questions & Ans~ers 

The Health C.Je Financing Administration (HeF A) is the Federal governmental entity which 
administers the; :Me.dicare program. This includes administration ofMedicare risk~based contracts 
'.l.ith health ma1ntenance organizations (HMOs). Some of these plans have gecided not to renew 
their contracts,with the HCFA to provide Medicare services to Medicare beneficiaries in certain 
states and seleCted counties. 

The followingiisdesigned teassist you in an answering the most common questions arising from 
managed care ;plan terminations ~ld service area reductions. 

Ql.HMO pla:ns are leaving Medicare. How do beneficiaries get infonnation about whether 
this is true? ; 

" . 

AI. 	 Indi'viduals affected by a termination will be receiving notificati~n from the HMD no later 
than November 2, 1998. ' 

Q2. 	 Why are HMO's terminating their contracts wirh HCFA-? 

A2. 	 I{MO's are independent bu.sinesses that make business decisions to either participate or not 
partic'ipate in a contract ",ith HCFA. I-f.MOs voluntarily choose to enter in~o contracts 
with HCF A to serve ~fedicareenrollee:.. Each year }{MOs have to make a choice to 
continue their contract, adjust premiums and/or benefits, or not renew the contract. Some 
H.MOs have made a business decision to tenninate their Medicare contracts in certain . 	 .. 

areas: or, in some cases, the tefmination of the contraCt was the result of the merger 
bet\veen the two plans \I.'here only one corporate entity \.viII continue in the Medicare 
program. 

I 

I 


Q3. 	 Can:rhe Health Care Financing Administration (RtFA-) force MedicareHM:Os to 

cQnt:inue their contracts to provide services to Medicare beneficiaries? 


A3. 	 No.• v..Thile HCFA is responsible for assuring that contracting HMOs meet their 
contractual obligatior:ls, we do not influence their core business decisions of plans, nor can 
we force them to stay in the Medicare program, ' 

Q4. 	 Ho",' are Hl\10s paid by the Federal government? 
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.:\4 	 HCF A pays l-L\fOs a monthly amount for each enrolled Medicare member in exchange for 
providing all Medicare covered services to these members. These amounts vary from 
county to county and are det~ned based on a methodolog)' prescribed in the statute.' 
HCF A \\-ill make monthly payments to planstenninating their contracts through 
Decem~er, 1998. NOTE: $379.84 is the lowest Federal government reimbursement rate 
for the aged allowed for 1999 by the Balanced Budget Act (BBA) These rates are only 
the base rate and the actual payments to HMOs retlect adjustments tot,he base rate for 
factors like age, sex., etc. '.' 

I 	 ' ., . 

Q5. 	 Are there any other HMOs in the affected areas that· Medicare beneficiaries can 
join? , 

I 

A5 	 In most· instances, there is at least one other managedcare.op·tions available. 

Beneficiaries will receive a notification from the terminating HMO ~~th a list of options 

along -rtth an available Medicare suppJement(Medigap)pption no later than 

November 2, 1998.' , 


Q6. 	 Are all HMO's terminating? .' 

A6. 	 No. The changes for January 1999 only affect certain Medicare contracts. 

Qi. 	 How ~any l\lediciue beneficiaries are affected by these changes? 

A7. 	 Approximately, 7 percent' of Medicare beneficiaries in' managed care plans vvi11 be atfected 

by these changes This represents about 1 percent of the to[3.1 Medicare beneficiaries. 


Q8. 	 After: a plan terminiltes, what health care coverage will be available for Medicare 

beneficiaries 'who were enrolled in these plans? 


A8. 	 Nlany benefiCiaries who are currently members of the terminating J-llvl0s v.ril1 be able to 

er.roll in other Medicar.e managed care plans available in their area Also, the Original 

.\ledieare Plan continues to be available to all Medicare eligible individuals. Beneficiaries 

who ~eturn to the Original Medicare Plan and wish to purchase a Medicare supplement 

(Medigap) policy will have specific rights, discussed below. Each terminating HlviO win 

be mailing a list of all health care options to its members by November 2, 1998. . . 


.. Q9. 	 Is there anything that will be made available to individuals being tenninated from 
an HMO such as a Medicare supplemerttal (Medigap) insurance polity? 

. 	 . 

A9, 	 Cun;em members ofl-fMOshave certain beneficiary protections. First, as long as you 

appl:y for a Medigap policy not later than 63 days after your HMO coverage terminates on 

Decernb'er 31, 1998, .the Medigapins~er must sell you any Medigap plan they offer that is 

desigMted"A~',"B", "C" or "F". The insurance company cannot place conditions on the 

polin" (such as anexciusio!l of benefits based on a pre-existing condition) or discriminate 
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in the price of the policy because of your health status, claims experience, receipt of health 
care or your medical condition. . 

In addition, your HlviO is required to make arrangements that ensure that beneficiaries 
who purchase Medigap policies have coverage, for up to six months, of out-of-pocket 
expenses related to any pre-existing conditions. However beneficiaries are free to seek 
other coverage, which mayor may not have a pre-existing condition exclusion. 

Members should contact their S~ate Health Insurance Assistance Program (SHIP) for 
further information. 

QIO. 	 What he.Lltb co\'erage is a\'ailable for members who are under the age of 65, and 
eligible for Medicare because of a disability? 

A10. For beneficiaries under 6S (i.e., entitled to Medicare because of a disability or as a result 
of End Stage Renal Disease (ESRD)), Medigap insurers have the same responsibility to 

. sell you a ~fedigap policy designated "A".,"B", HC" or "F" that they do for beneficiaries 
over age 65. However, tenninating HrviOs must only make arrangements for Medicare 
supplemental (l\1edigcp) insurance if it is already available in the local marketplace to 
benefkiaries under age 65. . 

Members should contact their State Health Insurance Assistance Program (SHIP) for 

. furthe~ information.. 


Q11. 	 \Vhat ifI dropped a Medigap policy before I joined this plan? Can I return to this 
l\'ledigap policy? What happens if I do this before December 31, 1998? 

A 11. 	 If a beneficia.."'Y was pre'viously enrolled in a Medigap policy and this was th.e first managed 
care plan you enrolled in since you staned Medicare, the beneficiary may be able to return 
to the Medigap policy if: . 

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

2. 	 the beneficiary has not been enrolled in this plan for more than 12 months; 

3. 	 the beneficiary did not disenroll from trus plan before December 31, 1998; 
and 

4 the beneficairy reapplies for a policy no later than 63 days after disenrolling 
from this plan. . 

If a beneficiary di:;enrolls before December 31, 1998 and hisJher previous policy is no 
longer available, the beneficiary v.ill !l9.! be guaranteed the right to buy Medigap policies 
}\, B., C a..'1d F as described above. Before the beneficiarY disenrolls, the beneficiary must 
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make sure the policy is stiH available from the original insurer before disenrolling from the 
plan. 

Q12. 	 Will members be able to keep prescription drug coverage, or is new coverage being 
made available? 

A l2. 	 If a meinber currently has prescription drug coverage through a terminating liMO this 
coverage \vill also end December 31, 1998. Members have the option to enroll in other 
managed care plans available in their area which rn2)' cover prescription drugs. However, 
the l'vledigap policies (hat must be made available 10 members of terminating I-nv10s (plans 
A. B, C and F) do .!lQ.! include prescription drug coverage. Similarly, ~he requirement that 
terminating H1v10s make certain supplemental coverage available does not require that 

. they make arrangements that includes 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 refuse to sell you a policy based on your heaith status, 
and may impose waiting periods for pre-existing conditions. 

Q 13. 	 How soon will a decisioD need to be made for Dew heaJthcare coverage? 

A13, 	 Members may rem:iln enrolled in the HlviO until December 31, 1998, or they may 
disenroll from their ID-10 and return to the original Medicare plan before December 31, 
1998 (As noted above, this de.cision may affect which Medigap options are available). 

It is recommended that members apply for a Medicare supplemental Ov1edigap) plan as 
soon as possible, in order to have Medigap coverage begin \vhen the beneficiary returns to 

Original ~fedicare Plan on January 1, 1999. However, as long as members apply '>.1thin 
63 days after HMO coverage tenninates on December 31, 1998, their rights to get a new 
Medigap policy wii[ be protected, 

Members currently enrolled in a HMO who. have Part B only and who v.tish to enroll in 
another Medicare managed care plan must do so no later than December 1 in order to 
ensure that they can continue to be enrolled in a Medicare managed care plan option. The 
Balanced Budget Act, which takes effect on January 1, does not allow beneficiaries v.tith 
Part B only covera\:!.e to enroll in a Medicare+Choice health plan option. 

,  -
Q14. 	 \Vhflt are the benefits under the original Medicare plan? 

A14. 	 Please refer to Your Medicare Handbook or contact your State Health Insurance 

Assistance Program (SHIP). 


Q15. 	 \\'ill members be able to go to the same doctors? 

A15. 	 For those members returning to the Originai Medicare Plan it is very likely that members 
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\l,ill be abie to continue seeing the same doctors and other providers as they had seen 
through the !-J]\'10 . .iVIost physicians also participate in the Original Medicare Plan. 
Members need to check v.,rjth their doctor and other providers to find out If the providers 
panicipate in ~vledicare, there is no need for a change. 

If a member chooses to enroll in a new Medicare I-J!.,,10, he or she may need to select a 
new primary ca,re physician (PCP) and begin using a new network of providers. Before making 
a decision to enroll in a ne.\, health plan option, the member should check \\'ith each managed 
care plan. 

Q16. 	 '\'hat happens if a currently enrolled member, who is hospitaJized prior to Januar)' 
1,1999. is still a hospital inpatient after January I? 

A16. 	 Most participating hospitals are paid by Medicare based on the Prospective 
Payment System (PPS); non-PPShospitals operate only in the state of 
Maryland. Other hospitals, like rehabilitation hospitals, free-standing psychiatric . 
hospitals and long term care hospitals, are paid on a cost basis and not under 
PPS. Fer PPS hospitals, 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 p~ysician charges, related 
to inpatient PPS hospital stays after December 31. 1998, the original Medicare 
plan will be responsible for payment, minus normal deductible and copayment 
amounts .. Members with Medicare supplemental insurance may have these 
deductible and copayment amounts paid by their Medigap policy. 

i 

Q17. 	 What if a currently enrolled member is receiving other services at home? 
How:can he or she receive assistance during this transition? 

AI7; 	 Members who are currently receiving ongoing care, such as home health care, or who are 
u~ingmecica1 equipment, such as o>"'Ygen or wheelchairs, need to call the phone number 
shown on their HMO identification card and ask for Utilization Management(tJM) when 
they are ready to change insurance plans. UM v.ill help members make the change to 
receive care under the Original Medicare Plan or under a nev.: managed care option. 

Members who select a nev.' HMO should contact that HMO as soon as possible and ask 
for the ill'-·1 department. For members who elect to return to the Original Medicare Plan, 
instruct your providers to bill Medicare directly after January I, 1999. 

Q18. 	 What happens if a member needs to get additional information after 

Janua'1' 1, 1999? . . 


A 18. 	 HCF A requires ffivl0s to provide appropriate assistance to their members for as long as 

necessary Individual can also contact their State Health Insurance Assistance Program 
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, 
(SIDP) for additional assistance. 

Q19. Does a current member ofa terminating HMO bave to wait until January 1, 1999 to 
change his or ~er Medicare coverage? . , 

A 19. 	 No. If a member chooses to enroll in another Medicare managed care plan prior to 
January\ 1999, that enrollment \.\oi11 automatically disenroll the member from that H:'!v10, 
If a merhber chooses to disenroll and go to the original Medicare plan before 
January, 1, 1999, the member must submit a request to disenroll in 'Writing to the plan or 
go to the local Social Security District Office; disenrollment 'Will be effective through the 
end of the month in which the plan or Social Security recyives the request. If the member 
takes no action, the member v.ill be returned to the Origir1a1 Medicare Plan on 
Januar;.), 1999, 

Q20. 	 How qw members receive additional assistance or more information about their 
choiceS? 

I 

A.20 	 The inqividual can contaCt their State Health Insurance Program (SHIP), The. following 
agencies can also give beneficiaries infonnation on ~v1edicare supplemental insurance plans 
and help v ..ith other health care decisions. 

: County Aging Services 
•Senior Centers 

i State Insurance Departments 

: The US. Administration on Aging 

! HCFA Regional Offices 


,, . 
, 
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l\'IEDICARE SUPPLEJVIENTAL INSURANCE 
Questions & Answers 

A Medicare supplement policy. also known as Medigap insurance, is an insurance policy offered 
by private entities (insurance. companies or associations) to indi\iiduals entitled to have benefits 
paid by the Orjginal !-.fedicare Plan. :VIedigap provides reimbursement for certain e:>"'Penses 
incurred for services or items for which payment may be made by original Medicare plan but 
which are not reimbursable: because of deductibles or coinsurance. A Medigap policy 
may also pay for certain items or services not covered by Medicare at all, such as 
prescnption drugs. Medigap only works with the Original Medicare Plan. It v.ill not cover 
out-of-pocket expenses, such as copayrnents, in a managed care plan. 

I 

The fol!o\\~ng is designed to assist you in an answering the most common questions arising from 
managed care plan terminations and service area reductions. 

What Happens If Your Managed Care Plan Tenninates Coyerage in Your Area Because it 
Does Not Continue in the Medicare Program? 

If your health pla,j \\'111 no longer continue its contract \v1th the Medicare program to provide 
health care to Medicare beneficiaries, the follovling alternatives are available to you: 

, 	 -', ~ 

) . 	 You may remaln enrolled in the non-renewing health plan until the end of the contract 
period. If you choose this option, you need take no further action; you \vill automatically 
be disenroUed from the plan and returned to the original Medicare plan as of the effective 
date.ofthe health plan's termination. 

Unti'l you:, disenroIlment from the non-renewing health plan is effective, you must continue 
to use health plan providers. 

2. 	 You may join another health maintenanceorganization (HMO) or competitive medical 
plan in your area which contracts with the Medicare program. If you choose this 
alternative before the end date of your contract, you will automatically bedisertrolled from 
the non-renewing health plan when you enroll in the new HMO. Health planes) in your 
area that have contracts \\-ith Medicare v.ill be identified for you. They are required to 
ac2ept your enrollment. . Contact these plans concerning benefits and premiums in order to 
make the best selection for your personal needs. 
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3. 	 You may di~enroll from the non-rene"ving health plan and rerum to the Original Medicare 

Plan be(ore your coverage terminates. If you choose this option., you may disentoll by 

notifying the non-rene\v1ng health plan. You may alsodisenroll by writing to or visiting 

your h:>'cal Social Security Office or, your local Railroad Retirement" Office, if you are a . 

.railroad, retiree. . . 


I 
. You \\iil be disenrolled effective the first day of the month folio 'Ning 'the. month you 
request~d disenrollment. For example, if you request disenrollment on November 20th. 
you v.ill be returned to the Original Medicare Plan, effective December I. 

If! Choose to !Enroll in the Original Medicare Plan, Can I Purcbase aI\ledigap Policy? 

Yes. If you return to the Original Medicare Plan, you may ",,~shto pu'rchase a Medigap policy, A 

lv'ledigap policy requires an additional monthly premium and will. pay for some of your 
out-of-pocket costs which are not cover.e,d 'under the Original Medicare Plan. Your non-renewing 
plan has a legal obligation to arrange for you to be protected aga,inst any pre-existing condition 
exclusions u!lder a Medigap policy for up to six: months after this plan terminates your coverage. 
The plan may po this in a number of ways You must contact your plan to find out \-vhat' your 
nghts·are.. ; 

- ! 

. Some plans \'yill identify a Mecligap insurer, and the msurer will waive the waiting period for 
coverage of pre-existing conditions. You may then enroll under this policy between specific dates 
identified by the non-renevnng managed care plan. Your Medigap insurance will have an effective 
date that shou,ld coincide \y1th the ending of the plan's Medicare contract so that you will have 
continuous coverage. 

May I Shop .~round f~r a ~ledigap Policy R.c1.therThan Accept the One Chosen by the' 

Non-renewing Plan? 


. , 
'{es .. You mq)' shop for a Medigap policy on your 0\\'11 and find the one that meets your needs 

and provides 'coverage at the lowest premium available where you live. 


1 

Am I Eligibl'e for Any Protections If I Choose a Medigap P~licy Other than the One Chosen 
by the Non-renewing Plan? . 

The Medigap program has an imponant protection for you in these circumstances, if you . 
purchase M~digap plar.s "A", "B", "C", or "F". The insurance company selling the policy may not· 

, ' 	 .. 

(1 )&ny or condition the sale of the policy, 
(2) discrimi'l.atein the pricing of the policy because of your health status, prior history of 
c1airDs experience, receipt of health care or medical condition, or . 
(3) impose a preexisting exclusion for any condition you may have .. 

However, you hm'e only 63 days after your coverage ~nds in which to apply jor coverage from a 
ivied/gap inSurer. Contact your insurance counseling agency or State Health Insurance 
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Assistance Program fo: funher information. 

How Do I Go ~bout Finding a Medigap Insurer? 
Begin your inquiries as soon as you receive the non-rene\l.1ng plan's notice of termination This 
way, you ~ill have time to find the best coverage to me,et your needs and have it go into effect on 
the date follov.ing the effective date of your non-renev.ing plan's termination from the Medicare 
program 

Your best course of action in such situations is to contact your State Health Insurance Assistance 
Program (SIDP) or State insurance depanment Your SHIP has been trained to assist you in 
resolving situations like these, Their telephone numbers can be found in the back of your 
lvfedicare & You booklet or your Guide to Health Insurance for People wilh .Medicare. 

Do These Spe~ial Protections Apply to AU Meditare Beneficiaries? 

Effective July 1, 1998, a Medigap insurer must make any plans "A", "B", "C', and "F" that the 
insurer makes available in the marketplace available to all beneficiaries (aged, disabled and 
individuals v.i[h End Stage Renal Disease) whose :t-.'1edicare managed care plans are terminated or 
not renewed. The protections discussed 'above apply in these cases. 
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Health Care Financing Administration's Beneficiary Information and Outreach Strategy 
for Managed Care Plan Sen-ice Terminations and Sen'ice Area Reductions· 

To er.sure that ,each managed care beneficiary fucing the non-renewal of his or her current health 
plan is informed of their health plan options, HCFA has developed an aggressive Beneficiary 
Information and Outreach Strategy structured around six strategies used in the National Medicare 
Education Progrun (N~1EP) In addition, HCFA has prepared a model letter that non-rene\l,;ng 
heclth plans must disseminate to all affected beneficiaries. 

Thesix Nr..fE,P strategies included in HCFA's managed care infonnation and outreach strategy 
are: meeting the needs of individual beneficiaries, enlisting and training partners, proviling 
toll-free telephone service, conducting special infonnation campaigns, and utilizing print and the 
Internet as a mea.'1S of distributing information. 

HCFA actions include: 

distributir:g a model notification letter to non-renewing health plans for dissemination to 
all affected beneficiaries. The notification letter includes information regarding: how 

, beneficiaries ma.y return to original Medicare; other Medicare managed care options 
(v,,,here applicable) and enrollment processes; potential referrals for additional information, 
(i.e., State Health Insurance Assistance Programs, the HCFA Regional Offices, an 
automated Medicare Special Infonnation Number); and Medigap. 

distributing managed care termination and Sef\1Ce area reduction information and a set of 

questions and answers which address enrollment and supplemental insurance for 

beneficiaries affected by plan changes on the Medicare.gov Internet site, 

<\l.'\\:W medicare. QOV>, 


, ~' 

prov'iding information to partners, including the Social Security Administration, the State 
Health Insurance Assistance Programs, and other N}.1EP partners, regarding managed 
care termination issues. HCFA has scheduled a meeting of the N}.,tEP coordinating 
committee and advocacy groups on October 8, 1998. ' 

educating all call center personnel, including Medicare+Choice call center personnel, 
about beneficiary issues resulting from managed care terminations and sef\'ice area 

. reductions. The ~vfedicare call center ",,,ill become operational in the five pilot states 
(i.e, Arizona, Florida, Ohio, Oregon, and Washington) on November 2, 1998. 

updating the -r-.'1edicare Compare data base \\lith FY 1999 ~/Iedicare health plan data during 
the first week of November. The Medicare Compare data base is located at 
<w\l.:v,'.medlcare.gov>. 

TOT riL F'. l? 

http:w\l.:v,'.medlcare.gov
http:Medicare.gov
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StaMs of Me'dlc'are Managed Cate Non,- Rei:fe"~~.1S 

Noon; O'ctob'et6, 19'98 . 

• 	 43 Risk c<:inlfucls are non reheW"i·og,. affe'Ctlh'g 220,821 b'eh'efl'c'iafie'S, flYe a'iei"age ii'fe of 
ri'fJie iff thep'rogta.m is 3.5 yeats, and ran'ges from orre; year to 5yeats.. 

• 	 A tdtil df 412; j 91 b'etleflC'iatie's (ab'o'Lit 6% of tdti] RJ'sk e'iWollment) ateai'fe'c'te'db'y l'1'O'ti 
refi~w'als and s'e:N-lc'e area re'ductions in 380 uilduplic'an~d ~ounti'e's (~52dopIiGa:n~'d), of 
wliibh 1:2-0 ar~ ru:lil.ll( 146 du'plicafe'd). (There 'ate 3,2:23 c6uhtie'si,n th'e to't.ltit'ry, bf Whitli 
.1,112 hive risk plans tIO'W.) 

• 	 The av'efage ritonthly p'ayme'nt rime in the G'ot(oties b~'ihg dt6pped is $'4s:6,o'6, ati'd range':; 
fr6ril $'379,84 to S798,35 (Richmond, N'ij. the average c"l.lITent m0rithly pa:yment to;iB 
plarys is abo'utSA7l ' 

, 

• 	 12 unciuplicaledcount'ie's (84 diiphc:a:red) \1;111 ha've no dmedtis!< plans :Nailahle, affe'tting . 
49 A81· betreflc'ia:ries, Of thes'e, 57 c'ountie:s are turaJ, affectirrg 14 i 755 t)'e'h'eficia:tie's, 

In the "1'2 cou:tities, 2-2' are a.t the payme~n:[ tl06rM $379,84, th'e ra:hge of the oth'er cou'h-ri'es' 
payrne'tlt tat\~s is from there up to $710 81 (Oke-echo b~e,FL) the av"e tage is $'434.5) 

- At this .rime. th'e're a,re no pending appiicatlo'{'is fd'r these coUr'ilie's, 

• 	 Thdte ar~ 48 trending risk application's (43 liMO's, 1; pp'O, 3 p'st)'s, andl PSG \i;'ith' an 
a'pp'toved Fe'deral v;'ai~'er to 'stare iieen'sLlre) and 25 service area expanS"iO'ilS. 

i 	 .,. 

• "16j4CPP's are non rco'ew'ing, affectingJ1 )33 b~'nefitjari:e.s, 

HPPA CHPP 


http:ru:lil.ll
http:Non,-Rei:fe"~~.1S
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MEMORANDUM FOR ERSKINE BOWLES 

FROM: Chris 'Jennings, @ 
SUBJEC'f: HMO qisenrollment from Medicare and Resp0t:Ise by Administration 

cc: . 'John Podesta, Rahm Emanuel, Jack Lew, Bruce Reed, Gene Sperling, 
. Ron Klain, Larry Stein, Sylvia Mathews, Elena Kagan, David Beier, 

Janet Murguia, Dan Mendelson . 

. i 

We are a~tempting to schedule a meeting later this mornhlg with you, 'Secretary Shalala and 
her staff ,to go over a range .of options that could respond to Health Maintenance Organizations 
(HMOs) that ,chose to selectively terminate some of their plans from participation in the 
Medicar~ program. Because of the growing news coverage of this issue, Rahm and Bruce. 
believe it is advisable for us to move quickly to determine our strategy and public positioning 
on this issu'e. They asked me to draft this memo in preparation for such a meeting. 

Background 

As of late last night, HHShad not completed its analysis of the impact of the roughly 25 
(mostly, large) HMOs that chose to selectively terminate some of their plans from partiCipation 
in the Medicare program. Preliminary data and projections appear to indicate that the decisions 
by these HMOs will affect between 325,000 to 400,000 beneficiaries inabout 375 counties .. 
Because the Medicare program has about6.5 million of its over 38 million beneficiaries 'in 
HMOs; about 5 percent of Medicare HMO enrollees and about 1 percent of the entire 
Medicare'population seem likely to be impaCted in any'way at alL Having said this, bec~u~e 
most of the beneficiaries affected will have another Medicar~ HMO option in their countY~ 
there appears to be a much smaller number of beneficiaries enrolled in HMOs (between 
30~006 and 80,000 -- about 1 percent of the Medicare HMO population) who will no longer 
have any such option. (They will, however, always have access to their traditional fee-for:' 
service plan, as well as to at least some supplementary "Medigap" coverage.) 



Congressional reaction. The Congress, so far on a bipartisan basis, has been critical of the 
decision by some within the HMO industry to selectively withdraw from Medicare. On 
Friday, the RepublicanLeadership left the Commerce Corninittee in the hands of the 
Democrats and some of their party's most vociferous critics of HMOs (such as Dr. Ganske) to 
excoriate the industry's representative. Mr. Thomas, the Chair of the Ways and Means 
Subcommittee on Health, has also indicated 'at least his initial support of our decision not to 
allow plans to charge more and/or reduce benefits. Having said this, members of states that 
will be disproportionately affected can be counted on to pressure us to take more actions. 
Senator Dodd has already weighed in, and we can be sure others will follow. 

Reaction from the AARP. The American Association of Retired Persons (AARP) support last 
week's dedsion by the Administration to reject the industry's request for changes in their 
coverage and cost sharing. They have indicated that they want to work with us to make sure 

I 

that beneficiaries know all of their options and rights (discussed below) relating to the plan 
terminatioris from the program. Although they acknowledged that their sentiments may 
change as more beneficiaries complain, AARP indicated that they now see no reason to move 

. quickly to respond to initial "scare" articles by taking any position that appears to reward "bad 
apple" HMOs. Having said this, they also do not believe we need to take a strong and public 
position th~lt appears we have drawn lines in the sand on against doing something on this issue. 
They are of the mind that we should wait to see how big the problem is and. how the public 
responds to it before taking any formal, final position .. They think a quick tough position may 
unconstructively unify the HMO industry against us. ' 

Options to Respond to HMO Industry's Actions. 

Before briefly outlining some options, it is important that you are aware of actions we can and 
should tak;e regardless of our broader strategy on the Medicare HMO issue. Clearly, we must 
be quick to ensure that HCFA collaborates with the aging advocates (like AARP), the aging 
network (~ike the Area Agencies on Aging), state-based insurance counselors, and others in 
and outside the Administration to ensure that beneficiaries in impacted areas know that they 
can alwaxs return to the program's fee-for-service plan. Beneficiaries also need to know that 
the law requires Medicare supplemental insurersto.offer beneficiaries access to certain 
"Medigap" coverage without being underwritten in any fashion. As a result, insurance that 
fills in the voids that Medicare does not cover is truly accessible for this population. Finally, 
to illustrate our commitment to find ways to assure this never happens again, we may also 

. want tojbdicate our intention to introduce legislation that would help ensure that this never 
happens again. (For exainple, we might want to contemplate provisions that penalize plans for 
"cherry-picking" the high reimbursement areas or disallow HMOs to enter any new market if 
they have withdrawn in others.) Being proactive could help immunize us against any . 
suggestions that we are insensitive to the needs of the beneficiaries. 



Options for responding to last week's decision by many HMOs to pull out of Medicare: 

1. 	 Explicitly announce a "no action is merited" position. In short, draw a line in the 
sand quite publicly and reject any proposal to allow HMOs to shift costs back onto 
beneficiaries. Blame any subsequent mess on HMOs who signe~ a. contract in May and 
who inow want to renege on their commitment. Highlight all the "selfish" reasons why 
some HMOs are dropping out and underscore our commitment to never be "black
mailed" into changing the contracts we signed on behalf of the beneficiaries. 

Pros: Strong and decisive action; Puts industry on th~ defensive and initiates·a much 
more public war with one of the nation' s most unpopular industries -- HMOs. 

Cons: Republicans, some Democrats, and AARP may feel we are acting too politically 
and too abruptly; Charges of callousness to harmed beneficiaries may ensue; If we 
don't stay tough thro~ghoutinevitable "horror" stories, we will look much weaker. 

2. 	 Tacit "do nothing" position, but leave door (quietly) open option. Under this 
scenario, we would continue to say we are looking into impact to determine severity, 
but would say we continue to be skeptical that there is a valid argument to do ~nything. 
We would background the press on the weaknesses of the HMOs' arguments, but 
would hin! that we might not reject out of hand any future intervention ifour review 
turns up major problems for beneficiaries. 

Pros: Appears that we are standing up to the industry, but also gives us time and 
flexibility in case we want to alter our current course; would likely be supported by the 
Republicans and AARP for now, might ,be safest -- but. certainly not boldest --option 
for the moment. 	 . 

Cons: 	 Could appear weak and indecisive; In the alternative, could appear we are 
insensitive to beneficiaries' woes; Opens door to HMOs to come in to cut a deal that 
may viewed by the validators as setting very bad precedent for the Medicare program. 

3. 	 Expedite approval of new plans coming into counties now not served. T~is option 
would highlight our commitment to work with and give expedited approval to HMOs 
that 'were not·in a service area when another HMO dropped its coverage. These so
called "good_guy" plans could give a less compr~hensive benefit or cost-sharing . 
protection package than the one that it would replace. 

Pros: Rewards good players and punishes .ibad apple" HMOs; ~upports our contention· 
that we are taking reasonable actions to help beneficiaries keep access to an HMO 
optipn; In combination with base administrative and legislative package (outlined 
above), would illustrate that our "first and foremost" commitment is to beneficiaries -
not HMOs. 

\ 



Cons: Very few new plans can be expected to come into these marginal markets; 
Will not significantly reduce the number of "victim" stories that will be reported; 
Makes us potentially more vulnerable to criticism that we did not do everything we 
could to help beneficiaries; If we pursue this option but eventually cave to HMOs' 
desires for other plans to get a similar offering, we would be perceived as very weak. 

4. 	 Expedite approval of new plans, but allow selected old plans to apply to come back 
in if no other option is available. This approach would allow a plan that withdrew 
from a service area, which now has no HMO option, to downgrade its benefits package 

. to a level the HMO believes is financially viable. 

Pros~ Would help more beneficiaries at least retain s~me of their current HMO 
coverage; Would be more responsive to the inevitable pressure from the Congress to do 
more to give hope that plans will come back; and if ~- as is likely --.the old HMOs do 
not come back, it is easier to lay the blame on them. (In other words, we did 
everything the HMOs asked for and they still did not come back.) 

Cons: Rewards bad actors; Makes us look somewhat weak -- as though we backed 
down from pressure of the HMOs, Sets bad precedence for Medicare for future similar 
disputes with the industry (unless our administrative/legislative package makes it 
appear certain that we cannot or would not be able to do this again.) 

5. 	 "Third way" option: try to split the difference between option 3 and 4 to attempt to 
get the best and avoid the worst of both options. It might be possible (although we 
are still trying to develop a way to rationally apply this option) to allow only new plans. 
in, but to give the HHS Secretary emergency authority to approve -- in selected cases -
applications from HMOs from the old servic~area to come back into the county. 
Under this approach, no such plan could even be considered unless it was clear that no 
new plan was a contender. There would have to be additional criteria as well to ensure , 
that there is a substantive difference between option 4 and 5. 

Pros: Could argue that we showed how we could respond to beneficiaries' concerns 
without backing down to the "bad apple" HMOs; See #4 above for similar pros. 

Cons: Could be vulnerable to charges,that it is "too cute by half;" Might not be able to 
develop criteria that provided enough direction/cover to the Secretary to differentiate. 

Conclusion. There may be other options, but the above outlines what is most likely to be 
discussed later today. The White House staff (DPC, NEC, OMB, OVP, Rahm, etc.) has not 
made any final recommendations. In general, however, the White House tends to want to be a 
bit more aggressive than HHS. Consistent with this, HHS had indicated an interest in option 
4 on Friday.. However, some of Donna's staff seemed to be cooling to the idea over the 
weekend. Regardless, it is clear that all views on this issue will be influenced by the degree to 
which we re,ceive troubling reports about beneficiaries. 

HHS' staff will be meeting early this morning to go over their preliminary analysis and 
options. We will advise you if anythingunusual comes back to us prior to your meeting. 
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The Administrator 
Washington, D.C. 20201OCT 1 1998

Ms. Karen Ignagni 
Chief Executive Officer 
American Association of Health Plans 
1129 Twent;ieth Street, NW. Suite 600 
Washington. D.C. 20036 

Dear Karen:' 

Thank you for your,recent letters regarding several issues about Medicare+Choice 
implementation. As we implement the changes made to the Medicare managed care 
program by the Balanced Budget Act, our highest priority is to do what is in the best 
interests of Medicare beneficiaries. 

September 16th was the first time you brought to our attention your request that the 
Health Care Financing Administration consider changes in several key areas, including a 
broad request to allow plans to significantly change benefits and costs for a potentially 
large'number of Medicare enrollees. We have decided not to allow such broad revisions 
to approved adjusted community rate (ACRs) proposals because many beneficiaries' 
would receive fewer benefits while paying more for their health care. We expect plans to 
provide us with a notice of their intent to non-renew by October 2nd, as required by 
regulation. ' . 

In response to our request that you identify circumstances that would narrow the number 
'of plans or beneficiaries that would be affected by the ACR revisions, you identified on 
September 29th. four areas where plans that have "waived premiums" should be . 
permitted: (1) to increase premiums that plans had voluntarily lowered or waived~ (2)to 
increase cost sharing for prescription drugs; (3) to reduce prescription drug benefits; and 
(4) to increase cost sharing for hospital and physician scivices. Our review of this 
proposal indlcates that it does not limit the number of beneficiaries that would pay more 
for health cafe or plans that may be eligible for revisions. Indeed. under this proposal 
virtually all of the 6 million beneficiaries currently enrolled in Medicare managed care 
plans could pay more premiums and cost sharing while potentially receiving reduced 
benefits. J 

During our discussions, we asked that you submit a narrower pr~posal arid that you 
provide some specific assurances that reopening these calculations would result in a . 
number of health plans reconsidering their decisions about whether to continue 
participating in the Medicare+Choice program. To date we have received neither. 
Because ben~ficiaries depend upon us to carefully review benefit packages, we cannot 
jeopardize the integrity of that process by forcing a rushed review of potentially hundreds 

, '.: ' 
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of revisions. Although you have suggested that we would need to review only a small 
part of the rate and benefit proposal for each plan, we believe that it would not be 
responsible :to make what might be sigruficant changes affecting beneficiary costs without 
a thorough review of how the changes affect the remainder of the ACR proposal. In 
short, we do not believe that your proposal to allow plans to increase their premiums and 
cost sharing and reduce benefits would be in the best interests of our Medicare 
beneficiarie's. Accordingly. we have concluded that it would be neither in the best 
interests of beneficiaries, nor administratively feasible, for us to reopen the' premium and 
benefit calculations for virtually the entire Medicare+Choice program. 

We would like. however, to continue ~orking with you to address other 'areas of concern 
for health plans. Based on extensive discussions with health plans,.beneficiary groups, 
state officials. and' others we have made a number of changes iri the Quality Imp:rovement 
System for Managed Care (QISMC) program. We discussed these changes yesterday in a 
meeting with representatives from AAHP and other industry groups. A revised set of 
QISMC material will be available through HCFA's Internet site today. We will also 
continue working with plans to assure that plans have a transition period for certain key 
implementation areas such as provider contracting requirements. For example. plans Will 

,', 	 have until January 1, 2000 to implement a compliance plan. We ,will allow plans to 
. 	 complete re.contracting with existing providers by January 1,2000. 'However, any new 


provider contracts should comply with BBA requirements. Finally. we understand your 

concerns about attestation issues and would be happy to meet with you and our 

colleagues at the Office of Inspector, General and the Department of Justic~ to discuss 

these issues. 


Although we are committed to ~orking with}ou'on adrninistrativeissues,we see no 
reason at this time to consider allowing virtually all HMOs to increase costs and decrease 
ben~fits for their Medicare enrollees. We hope and expect that as the vast majority of 
plans consider their long-teIm business goals and objectives, they will continue serving 
Medicare beneficiaries. In fact. we are encouraged that we are currently reviewing over 
45 new app,1ications and over 20 service area expansions from a number of health plans. 

" 	 We remain ,committed to our mutual goal of providing comprehensive. qualitY care at the 

most afford.able cost. . 


. Sincerely, 	 . 

~-4-ap~. 
Nancy-Ann Min DeParle 
Administrator 

TOTAL P.03 
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\ 	 . PRESIDENT ClJNT~: ~.W·. ~ 
.. ,.,,..' 

INCREASING SUPPORT FOR FAMILY PLANNING 

January 22, 1998 

"1 will continue to do eyerythtng 1con to mah! slIr8 thrit every child in America is 
a wonted child faised in a loving. strong!amily. Ultimately, that t.f the idea the 
anniversary oJRoe v. Wade celebl"ates. " 

, 	 I 

President Bill Clinton 
January 22. 1998 

Today, marksthe 25th anniversary ofRoF v. Wade, the landmark Supreme Court decision that 
affirmed every woman's right to choose whether arid when to have a child. President Clinton is. 
coiriinitted to ensuring this right, and in qoing so, to protecting two ofour nation's most deeply-

' 

lle1.d. values"p~rsonal pri,.,acy and family ~e-sponsibility. 
I 

PREVENTION AND FAMILVPLANNING. Du~ing the last five years, the Administration has worked hard 
to reduce the 'need for abortions and to prev~nt unintendeq pregnancy by making comprehensive family 
planning and. sex education programs more w.idely available. The President's FY 1999 budget calls for: 

... * 

Incr~'as~d Fu'nding for Title X. The proposal will increase Title X Family Planning grants by(' 
$1 S I;nillion •• a 46% increase since fY1992. 

• 	 Medicaid and Othe'r Services. Th~ proposal will provide almost $500 million in federal funds 
to M~dicaid to support family pla.nn~ns services. Additionally, the Maternal & Child Health
Block Grant, the Social Services Blclck Grant, and the Preventive Health Block Grant will 
provide $100 million to state and loqal communities for family planning services. 

• 	 Prevention Education and Rellear~h. The proposal will provide about $200 million for the 
National Institutes of Heahh's researFh on infertility, contraception, and related matters, and 
CDC's programs to educate teenagers about sexual development and a.bstinence. Additionally. 
Health and Human Service's teen pr.gnancy prevention and related youth programs will continue 
to engage the Girl Power! education iinitiative in sustained efforts to promote pregnancy 
prevention among girls 9· to 14-yea~s·old. 

A COMPREHENSIVE APPROACH TO FAMILV PLANNING. Under the President's proposal nearly 5 
million clients each year at more than 4,700 family planning clinics nationwide. would have access to a 
comprehensive set of family planning &ervic~s including contraceptive services. pregnancy testing, 
sexually transmitted disease screening and treatment, and education and outreach. 

SUPPORTING INTERNATIONAL FAMILY P4NNING,· The Administration is strongly committed to 
international family planning efforts. The Pt:esidont has blocked several Congressional attempts to 
prohibit funding for international family plaJ)ning groups that use their own funding to lobby on behalf of 
abortion rights or perfonn abortions. Under the Presidentls Budget, bilateral assistance provided through 
AID ati.d assistance to the United Nations Population Fund wil) grow to $425 milliOf~ in FY 1999~ a 32% 
increase over FY 1992. 

~.. 
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PROBLEMS WITH THE EPHIC BILL 

The,"Expansion of Portability and Health Insurance Coverage Act of 1997," (EPHIC), 
a bill is ost~nsibly intended to allow small employers to save money by purchasing health 
insurance through association-sponsored plans. This legislation would federalize the regulation 
and oversight of Association Health Plans'(AHPs), which otherwise would be covered under 
ERISA as ¥ultiple Employer Welfare Arrangements (MEW As). It may create conflicts with 
HIPAA's newly enacted provisions guaranteeing renewability of health insurance coverage 
through'boria fide associations. The bill has several problems which, taken together, would 
undermine protections now available to workers and plans under state insurance regulation. 

• 	 EPIDCs experience ratin&' ,provision would cause risk segmentation. Employer 
groUps tbat join AHPs would be bealtbier on average tban otber &,roups and would 
gain at tbeir expeme Any insurance company and any self-insured plan offering 
health coverage through ,an AHP would be exempt from state limitations on experience 
rating. 

• EPHIC permits AHPs to "cherry pick" -They could "cherry pick" within an 
AHP by varying rates among their employers on the. basis of claims experience 

I (so long as rates are not varied "significant1y~) or by targeting benefit packages 
to appeal to healthier groups. , 

They could "cherry pick" by varying rates for employers on the basis of 
age, sex, geography and other factors. ' , 
They could "cherry pick" outside the AHP by recruiting only "healthy 
members" to the association, or by marketing or organizing in only low
cost areas or historically healthy regions. Employers with an unhealthy 
history would be left in remaining state insurance poOls, leading to ever 

" 

increasing premiums in the state-regulated small group market., ' 
EPHIC is not targeted to small ~mployers; there is no size threshold for 
employers. In fact, AHPs can exclude employers on the basis of size of 
the workforce. " 

1- The AHP's,boardis given sole authority to approve applications for 
participation in the plan. 
If any "individual" is a member of an association, then the employer may 
participate in the AHP, thus multiplying the opportunities for 
fragmentation of the market and risk selection. 
"Self-insured" plans now offered by associations would be 

. "grandfathered;" unlike other AHPs they would not be required to offer a 
fully-insured option. ' ' 

• 	 Effects tied to state oiting rules - EPHIC's effeCts would be larger in states that 
, impose narrower boundaries around permissible rates. 

In such states, employers with lower than average health costs could 
derive savings by isolation themselves into experience-rated AMPs. 
These savings would come at the expense of employers that remain in 



state regulated small group markets, whose premiums would rise as less 
costly. 

• 	 Costs effects could be laree - In states with age/sex adjusted community rating, 
employers joining AHPs could save 24 percent while other employers' costs 
could rise by 7 percent, assuming that AHPs enroll 20 percent of the market. 
The effects would be greater in states with tighter rate regulation or if MEW A 

. enrollment is greater. 

• 	 Participants could be shortchaPl:ed On benefits. Most state laws establishing benefit 
requirements would not apply to AHPs (except for laws prohibiting exclusion of a 
pa.rf;icular disease). . 

• 	 Health insurance issuers and AHPs would have sole discretion in selecting 
specific items and services, and excluding others from coverage. 

• 	 AHPs could offer limited benefit plans, scaling down their coverage of high~r 
cost benefits and avoiding coverage of expensive services, e.g., certain 
obstetrical care and mental health benefits. 

• 	 A loophole is created for insured plans. An insurance company offering a 
scaled-down health plan through an AHP could market the same plan to 
employers that are eligible for coverage, but are not participating in the AHP. 
Although the eligible employer is outside the AHP, the plan remains exempt 
from state benefit laws. (See section 2(b)(2)(D) creating 514(d) (2) ofERISA] . 

• 	 Participants would be shortcbaru:ed On state insurance protections. AHPs would 
be exempted from provider mandate laws requiring certain specialists be included in 
plans. AHPs' self-insured plans would be exempted from state marketing and sales 
standards, quality standards, solvency standards, and other consumer protections such 
as ~nefit design laws limiting out-of-pocket expenditures or lifetime limits. 

• 	 Participants' benefits could be endangered. The bill's solvency requirements are 
less rigorous than those required by the states. 

• 	 The bill does Dot require that an AHP meet capital and surplus requirements. 
, Although it does specify reserve standards for self-funded options, reserves are 

not a substitute for capital requirements. State insurance regulation has evolved 
'" 	 beyond minimal fixed capital requirements to risk-based capital requirements 

that set capital standards ~ased on the level of risk being assumed by the plan. 
• 	 The reserve standards in the bill are inadequate. Certain types of reserves are 

not included 'and may be important in various circumstances. Theseadditional 
reserves include, contract reserves, due and unpaid reserves, and paid in advance 
reserves. Also, it is unclear whether incurred but not reported reserves are a 
part of the incurred benefit liabilities reserves requirements. 

• 	 The bill waives actual reserve requirements if the AHP uses alternative means 



of compliance, such as letters of credit or assessments of participating 
employers, that are approved by the Secretary. These alternatives are not cash 
or cash equivalent options and they may not be appropriate, especially if 
participating employers are not financially stable. 

• 	 Savings from most of EPIDCs provisions are likely to be small. While the 
experience rating provisions could result in large transfers, the savings realized through 
other provisions are likely to be small. 

• 	 Sayings from banding together already ayailable. Some purchasing groups, 
such as the Health Insurance Plan of California (HIPC), already band together 
with significant savings under current iaw. Not all administrative costs,would 
be effectively spread by AHPs, as bOth the AHP and issurers could incur 
marketing costs for each prospective employer. 

• 	 Few employers would saye much by escaping state mandates. Research shows 
that self-insured plans, which ERISA shields from mandates, typically are no 
leaner than insured plans. State "bare bones" laws, which allow small 
employers to offer leaner benefit packages, have not been very popular, moving 
only 4 percent of employers to insured stat~s. 

• 	 Few would save from nationally uniform rules. Among fmns with fewer than 
20 employees, just 2 percent operate ion more than one state. Among fmns 
with 20 to 49 employees, just 11 percent cross state borders. 

• 	 Self-insured AHP programs could escape certajn other state charges, but these 
sayings would be small. AHP's self-insured programs would be relieved from 
state premium taxes (typically only 2 percent or premium) and certain other 
state charges such as guaranty fund assessments (often offset against premium 
taxes) and assessments to subsidize high..;risk pools (typically smaller amounts). 

. These savings would be at the expense of tl1e security of state association 
backing. 

• 	 EPHIC's effects on coverage would be small. 

• 	 Experience rating would have little effect. The availability of experience rated 
policies might prompt more coverage among healthier groups,butcost increases 
elsewhere would likely prompt coverage losses. AHPs would weakeri 
successful state small group reforms, which ordinarily include some rating 
rules. Research shows that over time these reforms may prompt about 9 percent 
of small employers to offer coverage. 

• 	 Small sayings from other proYision would add little coverage. Firms that do not 
offer coverage tend to disproportionately employ workers who typically would 
tum down coverage when offered - that is who are young, earn low wages , and . 
work part time. 

Such firms may decline to offer coverage because employees would 
prefer cash wages. 
Research shows· even large price reductions would prompt only a small 



fraction of uninsured workers to buy insurance. 

• 	 New categories of federaUy regulated single employer plans and church plans . 
could seek certification as AHPs, creating additional opportunities for risk 
selection and exemptions from state consumer protections~ 

• 	 An entirely new ca~ory of "sin&le employer" plan can be certified as an AHp. 
Those arrangements not meeting the statutory exemption criteria for single 
employer plans would be eligible for certification as an AHP if: the majority of 
employees covered under a group health plan are employees of a single 
employer and if the remaining employees are employed by related employers 
(employers are related of they have common suppliers or customers). 

The sponsorship requirements for AHPs are not applicable to these 
"single employer" AHPs; consequently, the sponsors do not have to be 
organized for a substantial purpose other than obtaining or providing 
medical care, or be a permanent entity that receives the active support of 
its members. 

• 	 Church plans would be federalized. However, they would not be subject to 
federal solvency provisions; commingling of aSsets would be pennitted, and the 
government would have limited ability to administer and enforce federal 
requirements. 

• 	 Church plans can be marketed without restriction to individuals or employers. 
• 	 Franchise plans could also seek certification as AHPs. 

• 	 Insolvency provisions are inadequate. The bill's provisions for intervention in a 
faltering AHP do not provide sufficient protections. 

• 	 The bill does not establish a guaranty fund for federally ·certified AHPs. 
• 	 It provides few details with respect to liquidation of plans that become 

insolvent. 
• 	 There is no provision for ongoing financial examinations of self-insured AHP 

programs, a key component of state insurance regulation. 
• 	 There can be critical delays·in notjfication of financial problems. There can be 

a delay of up to six months from the time a plan has cash flow problems before 
theSectetary must be notified; this is extremely long time frame by health 
insurance industry standards. 

• 	 Federal and state authorities would have limited ability to administer and enforce 
applIcable requirements. . 

• 	 The Secretary of Labor has limjted discretion over certification of AHPs. The 
Secretary must certify upon finding that an AHP is "administratively feasible", 
not adverse to the interests of individuals covered under it, and protective of the 
rights and benefits of covered individuals. 

• 	 Protectjons for participants and the plan are limjted. Unlike ERISA's exemption 



- . "',. 	 .. 

procedures, there is no requirement that the exemption be in the interests of the 
plan and its partiCipants and beneficiaries (as oppo~ to merely "not adverse" to 
such interests), nor is there a requirement for notice and comment of interested 
parties. 

• 	 There is no provision for resources. There are vast new federal regulatory and 

enforcement requirements, with no provision for resources. 


• 	 State enforcement provisions are impractical. States can enter into monitoring 
agreements with the Department of Labor, but this enforcement is limjted to one 
"domicile state". It would be impractical for one "domicile" state to monitor an 
AHP's activities in another state .. 

• • 0 State insurance Ie.&ulation would be hampered. The state insurance market 
would be fragmented, making regulation of insurers more difficult. 
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Proposal by the Centers for Disease Control and Prevention for 

Special Diabetes Programs for Type 1 Diabetes 

BACKGROUND 

Type 1 diabetes mellitus (DM- previously referred to as IDDM) remains a challenging disorder in terms of 
pathogenesis, prevalence, seriousness and cost, Reflecting both a strong genetic predisposition coupled with 
envirorunental factorsj Type 1 DM a) varies in incidence world-wide; b) appears to be increasing within the 
United States (U.S.); c) can be predicted several years prior to clinical onset with a combination ofgenetic, 
immunologic, and insulin secretory testing. Once Type IDM is clinically diagnosed, existing efficacious and 
cost~effective secondary and tertiary prevention programs can be utilized to limit the development ofassociated 
complications. Unfortunately, these strategies are not being applied uniformly or effectively in daily clinical 
practice, with resul~nt unnecessary eye, kidney. foot and cardiovascular disease. 

A multi-component 'effort is nnw being directed to Type 1 OM which includes a) expanded ·genetic, 
immunologic, biochemical, clinical, epidemiologic and health setVices research; b) primary prevention trials for 
Type 1 DM in Europe and in the U.S. (DPT-l); and c) structured and systematic efforts to improve access t6 " 
efficient and quality preventive care for those with Type 10M. Though activities are ongoing in all these areas,. 
expanded programs and new initiatives are needed to both unoerstand the challenges and reduce the burden of 
Type 10M. " 

"PROPOSED PROGRAMS 

Based on findings from recent scientific and clinical studies, deliberations at a recent National Institute ofHealth 
conference on diabetes, and the unique expertise, experience and responsibility ofthe Centers for Disease 
Control and Prevention (CDC), the CDC proposes to use new funds for Type 1 DM efforts for the fonowing 
programs: 

1. National Di8betes Laboratory 

BeCause ofthe e!!ensiveexperien~ 
, 

that the CDC 
' 

has"in establishing and"providing assistance on reference 
laboratorieg, the CDC is proposing to develop a National Diabetes Laboratory. Withln the National Centerfor 
Environmental Health at CDC, the Division ofEnvironmental Health Laboratory Science' s (EHLS) mission 
includes a responsibility "to 858i$1 disease-prevention programs that need special or unusual laboratory expertise ... 
Biomonitoring, standardization oflaboratory measurements, quality control andperfonnance evaluation for state ' 
public health laboratories, research into the relationship. between genetics and envirorunental exposure in causes 
ofdisease. and sop~sticated nutrient. toxic, protein and biologic measurements represent activities ofEHLS. 
Researchers within EHLS cOllaborate with'govenunent agencies,mcluding the Nm.BI and NCI at NIH; ,health ',,'" ", 


, departments, academic Institutions, and intmmmonal organizations. AlBo, becauso ofa special intereit:in f.?:,~:"r' " ",.:; '. \ 


cardiovasCUlar.disease. the CDC has established an international ,reputation in the standardization' and '"4ti~it)Z\:;,;~:,> ',' 

control ofmanylipid assaYs.' " :;,:·1"·\:,::f:'" -c',. ,'," " f";"'" ·'~?~;·'!;:·\~f~)}~;!!;~~;,?;;". 

The proposed National Diabetes Laboratory would focus on 3 main laboratory activities Suppqrtive ofthe .,' ~. : 

emerging scientific efforts in Type 1 DM described above. would build upon existing ex:peitise at COC;and 

would consist ofgenetic and immunologic laboratory meaaurements~ reference measurements ofglYcOsylated 
proteins,incluciing hemoglobin Al C and advanced glycation endproducts (AGEs); and quality storage , .. : 
mechanisms for essential samples from scientific clinical trials:··," '. . . 
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a, 	 Genetic and Iinmunologic Laboratory: Several clinical trials and individual studies relevant to' prevention 
ofType 1 DM are now underway. Genetic research has identified multiple sites associated with Type 1 
DM, e.g. IDDMl, the major histocompatibility compJex.(MHC)HLA region on chromosome 6p21; 
IDDM2. the insulin gene region on chromosome 11p15. These two regions contribute approximately 42 
and 10% respectively ofthe observed familial clustering ofthe disca.:se, Eighteen other chromosome 
regions show some positive evidence of linkage to the disease, with some combination of genes being risk 
factors across ethnic groups, while other combinations being specific to certain groups. In addition, 
certain <iimmunolosical marker~ll are being used broadly to identifY those individuals are at increasing risk 
for Type 1 DM, The National Diabetes Laboratory would provide reference measurements, control 
materials, and technical consultation for genetic and immunologic laboratory meMurements that help 
identify effective cHnicalpreventive approaches for type 1 DM. . . 

b. 	 Recent studies, especially the DCCT, have established the efficacy and cost-effectiveness ofglycemic 
control for improvement oflong-tenn health in Type 1 DM. In addition, pathogenetic mechanisms of 
tissue damage related to hyperglycemia are now being identified. For day to day clinical decisions, 
comparability ("standardization") ofclinica11aboratory results is a fundamental reason for measurement 

. reference systems. For example, the present National Glycohemoglobin Standardization Program uses 
the SioRex 70 HPLC method. More recently. a more accurate reference method based on 
isotope-dilution mass spectrometry (]DIMS) has been developed for HbAlc measurements, but whose 
results are 40% lower than the BioRex 70 HPLC method, In a similar manner, scientific studies indicate 
the importance ofAGEs as both a mechanism ofmicrovascular complications, as weH as a possible better 
index ofJong-term glucose control. The National Diabetes Laboratory would establish reference 
methods for glucose, appropriate HbAl c assays, and analytical methods for AGEs, as wen as technical 

. consultation assistance.. . 
, . 	 . 

c. 	 For rigorous and scientific studies ofType 1 DM. appropriate storage facilities for tissue, blood, protein' 
and DNA samples would be critical in facilitating extant scientific investigation, as well as future 
opportunities for investigation upon new study findings relevant to Type 1 DM. 'The presence ·of 
state-of-the-art storage facilities at CDC, already existing and soon to be completed, will provide an 
important opportunity for storage ofsamples from rigorous scientific studies for continued and future 
investigation. 

Requested support: $3 millionlyear 

2. 	 l1nhanced Surveillance System for Type 1 DM: 
. 	 . 

The extent and distribution oftypelDMin the U.S. remain incompletely understood', Purthennore. several 

studies indicate that care for thi~ disease is sub-optimal despite convincing science of the 'efficacy ofglycemic 

. control (secondary prevention) as well as early miCrovascular complication deteCtion andtreatnrent (tertiary 


"'prevention)" In order to ·imIJ!OW~d~,()!ogio. infonnation about TYPe,~.DM.'~\:W~l'~:~) !~~tY potential 

_.".... <opportunities for fundamental,res~~~pportimities.and b) track imd,eye~iU811y:,~pr~Y~.~the'ciife',being . _ , ." 
;;,~;:.}:~provided in ord~.to .linlit Prev~ntab~e:~~pli~onS; CpCwill use, i~·~~P~~Wt;~9:%~~c~\~Y~~I.!5h pilot. 

,'." ,"enhanced·survelllance systems" .ofType:1 D:M in selected populatIOns.··· For. example,-an·mcre~ng':number of 
. . individuals with D~ ·including TYPe 1 DM,are receiving their. initial and long-term '~re 'in n:iima.ged care." . 
, organizations (MCOs),' The CDC h~s established cooperative epidcniioloSic progTains'~ths~era1 large MeOs, 

and would improve and use these expanding datasourees to establish sulVciHance systems for Type 1 DM. 
Identification ofnew onset Type 1 DM, as well as Characterization ofcare patterns, and predictors of 
co~ptications - particularly using the resources ~fthe CDC Laboratory described above - will permit an 



" " 
. ~. . 
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evaluation 'of this new type of surveillance system. If,upon careful evaluation, the .ienhanced Type 1 DM 
surveillance system" were determined to be an efficient and useful method to identify and track individuals with, 
new onset as well as existing Type 1 DM, the program would be expanded to other MCOs throughout the U. S., 
as well as other systems ofcare delivery. . , . 

Requested support: $2 millionlyear 

3. Demonstration Trials to Transl1}te Research Into Better Diabetes Care for Type I Diabetes: 

Data indicate that care for Type 1 diabetes is inadequate, despite convincing science of its efficaCy (DeCT). 
Remedying this problem requires determining why Type 1 diabetes care is inadequate. The answers can be found 
through demonstration and intervention trials designed to address Ifgaps in care" for Type 1 diabetes programs. 
The,trials can be conducted within CDC's well·established network of state· based diabetes control programs, 
managed care organizations, commuruty.based organizations, and other service providers. CDC would 
implement demonstration projects (multi-site, randomized trials) regarding implementation of glycemic control, 
reducing the risk of complications, and providing better preventive care among persons with Type 1 diabetes. 
These demonstrations wou1d address cultural factors, patient andptovider characteristics, access factors (such as 
integrating prevention and control with school systems and fami1y~centered education), and integration with a 
range ofdelivery systems. Results would then be disseminated and implemented through CDC's state-based 
diabetes control programs. . 

Requested support: $1 million/year 

SUMlVlAR.Y: 

TyPe 1 DM presents both challenges and opportunities to better understand the pathogeneSiS and managem:ent of 
this increasingly common disorder. This infonnation can result in more effective primary, secondary and tertiary 
prevention efforts in order to reduce the devastation associated with the disease. Improved efforts to identifY 
and track individuals with Type 1 DM; as well as augmented laboratory programs for quality control ofassays 
relevant to Type 10M; development ofnewlaboratoty'procedures and tests; and storage ofblood, genetic and 
tissue samples from rigorous scientific studies, will all supplement the important NIH research activities directed 
to Type 10M. This oollaborative interaction between CDC and NUl will further expand our existing 
programmatic coordination, and provide a stronger synergistic effort t,o control theburden ofType 1 DM. 

TOTAL PROPOSED FUNDlNG: 

1. National Laboratory - $3 million/year 

2. . EnhanCed Surveillance - $2 million/year 
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