FEHB Prog ram Carrier Letter u.s. office of Personnel Management
DOD Demonstration PijeCt Office of Insurance Programs
Community-Rated Carriers

Letter No. 1999-021DoD Date: May 6, 1999

Fee-for-service [n/a | Experience-rated HMO [ nf/a ] Community-rated [ n/a ]

SUBJECT: 2000 RATE INSTRUCTIONS
DoD Demonstration Project Community Rated Carriers

The Department of Defense (DoD) has entered into an agreement with the Office of
Personnel Management (OPM) to conduct a demonstration project in which Medicare
eligible DoD beneficiaries may enroll in heath benefit plans offered through the Federal
Employees Health Benefit Program (FEHBP). The project will run for three years from
January 1, 2000, through December 31, 2002.

Eight sites have been selected for the project, with a limit of 66,000 eligibles. Based on
the sites selected, your plan is eligible to participate in the DoD demonstration. (See
FEHB Carrier Letter 1999-021.)

We are enclosing information from a DoD survey on the number of the DoD annuitants
covered under Medicare Part B. This information is not 100% reliable since it is self-
reported. We assume all the annuitants have Medicare Part A. If any further information
becomes available, we will forward it to you.

We are enclosing a chart which shows the eligible DoD population over age 65 broken
down by site, age, and sex.

We are also enclosing documents which, when completed by the carrier and returned to
OPM, will constitute the carriers’ 2000 rate proposal for the DoD group. You must
submit your rate proposal and the completed attachments by June 1,1999.

The Document entitled “DoD Rating Guidelines — 2000 give an overall view of the
rating policy for 2000.

Carriers must submit to OPM Attachments A, B, B1, and C.

Please send one copy of the rate submission to each of the following addresses:

Mr. Frank D. Titus Ms. Nancy H. Kichak

Assistant Director for Insurance Programs Director, Office of Actuaries
Office of Personnel Management Office of Personnel Management
P.O. Box 707 1900 E Street, NW., Room 4307

Washington, DC 20044 Washington, DC 20415



Proposals submitted by overnight delivery to Mr. Titus should be addressed as follows:

Mr. Frank D. Titus

Assistant Director for Insurance Programs
Office of Personnel Management

1900 E Street, NW., Room 3424
Washington, DC 20415

Please direct your questions about the 2000 DoD rate submission to Sherry Simon at
(202) 606-4119, or at act uar y@pm gov (e-mail).

Enclosure

Sincerely,
(signed)

Frank D. Titus
Assistant Director
for Insurance Programs


mailto:actuary@opm.gov
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Dod Demonstration Group Rating Guidelines - 2000

General Policy For the 2000 Rate Year

The FEHBP has relied on Simlarly-Si zed- Subscri ber G oups
(SSSG s)over the | ast several years to ensure that the
Federal Group’s rate is equivalent to rates charged siml ar
groups in the private sector. Since nost of the enrollees
covered by the DoD denonstration project (hereafter called
the DoD Denp)wi || be annuitants over age 65 and will be
covered under both Medicare Part A and Part B, the FEHBP
pl an provi ded under the DoD Deno will serve mainly as a
Medi care suppl enent policy. W believe it will be difficult
for the carrier to find simlar enployer-sponsored plans for
conpari son to the DoD group. Therefore, we wll not use
SSSG s for purposes of conparing rates under the DoD Deno.

Qur goal, however, remains obtaining conpetitively priced
prem uns devel oped using a commercial rating nethodology in
use for pricing simlar type products. Therefore, in your
rate proposal, you nust show that a group covered under the
DoD Denp is charged rates equivalent to the rates paid by
ot her groups for simlar benefits.

To establish a benchmark for the premumfor the DoD Deno
group, we request information on the follow ng two types of
products your plan may offer:

1. Medicare Ri sk Contracts
2. Medicare Suppl enent Policies

You may devel op the DoD Denp prem um using any nethod you
believe is reasonable. You nust fully docunment this nethod.
You nust justify any differences between your proposed DoD
Denmo prem um and the prem umyou charge for either a

Medi care risk contact or a Medicare suppl enent policy.



Attachment A

DOD DEMONSTRATION PROJECT RATE QUESTIONNAIRE

Questions 1 through 7 pertain to carriers that have a Risk contract with HCFA.
IT you have more than one risk contract, answer all questions based on the risk
contract with the lowest rate for enrollees under that risk contract.

QL.

Q4.

Does your plan offer a risk contract?

[ 1 YES
[ ] NO

If YES, what is the ACR you filed w th HCFA?
ACR =
| nportant: Be sure to submt with this proposal a copy

of the ACRP spreadsheet you submtted to HCFA with the
above ACR on it.

If NO Go To (®B.
What is the bi-weekly self rate that you charge

enrol | ees under your risk contract?

Rate =

Are there benefits covered under the DoD Deno benefits
package that are not covered under the risk contract
package?

If the answer to Q3 is YES, list these benefits and the bi-weekly self cost for each.
Explain in detail how you arrived at each cost. Include all relevant information
such as cost and utilization data. Use additional sheets if necessary.

Benefit Bi weekly Sel f Cost

ooRrONE

Total Cost =




Attachment A

Are there benefits covered under the risk contract
package that are not covered under the DoD Deno benefit
package?

[ ] YES
[ 1 NO

If the answer to @ is YES, list these benefits and the
bi -weekly self cost for each. Explain in detail how you
arrived at each cost. Include all relevant information
such as cost and utilization data.

Benefit Bi weekly Sel f Cost

oURrONE

Total Cost =




Attachment A

Q7. The bi-weekly self cost for the DoD Denp benefits
package based on the Ri sk contract cost is based on
the costs in @@, 4 and Q6. Show bel ow what this is.
DoD Prem um (Ri sk Contract Based) = QR+Q4-Q =

This cost will be the first benchmark for persons with
A and B coverage.

Questions 8 through 14 pertain to carriers that offer a Medicare Supplement policy.
If you offer more than one type of Medicare Supplement policy, answer all questions
based on the one with the lowest rate for those who purchase it.

®B. Does your plan offer a Medicare suppl enent policy?

[ 1 YES
[ ] NO

If NO go to QL5

@. What is the bi-weekly self rate that you charge
enrol | ees who purchase a Medi care Suppl enent policy?

Rate =

QLO. Are there benefits covered under the DoD Deno benefits
package that are not covered under the Medicare
suppl ement policy?

[ 1 YES
[ ] NO



QLl.

QL2.

Q1L3.

Attachment A

If the answer to QLO is YES, |list these benefits and
the bi-weekly self cost for each. Explain in detail how
you arrived at each cost. Include all rel evant

i nformation such as cost and utilization data. Use

addi tional sheets if necessary.

Benefit Bi weekly Sel f Cost

oURrONE

Total Cost =

Are there benefits covered under the Medicare
Suppl enent policy that are not covered under the DoD
Deno benefit package?

[ ] YES
[ 1 NO

If the answer to QL2 is YES, |list these benefits and
the bi-weekly self cost for each. Explain in detail how
you arrived at each cost. Include all rel evant

i nformation such as cost and utilization data. Use
addi tional sheets if necessary.

Benefit Bi weekly Sel f Cost
1.
2.
3.
4,
5.
6.
Total Cost =




Attachment A

QL4. The bi-weekly self cost for the DoD Denp benefits
package based on the Medi care suppl enent policy cost is
based on the costs in @, Ql1 and QL3. Show bel ow what
this is.

DoD Prem um ( Suppl enent Based)= Q+QLl1- QL3 =

This cost will be the second benchmark prem um for
persons with A and B cover age.

Questions 15 through 27 are for all carriers.

QL5. Do you have any ot her benchmark prem uns for persons
with Medicare Parts A and B coverage?

[ ] YES
[ 1 NO

I f YES, please give details bel ow

QL6. Are you basing your DoD Denb proposal solely on the
prem uns shown in either Q7 or QL4?

[ 1 YES
[ 1 NO



Attachment A

QL7. What do you estimate is the total bi-weekly cost

(wi thout reinbursenent from HCFA) per person to provide
the FEHB benefits for the DoD enroll ees?

G ve below a detailed explanation of how you arrived at
this cost. Include additional sheets if necessary.

Total Cost =

10



Q18.

Q19.

Q0.

Q1.

Attachment A

How much (average per person)are you reinbursed bi-
weekly from HCFA for individuals covered under Medicare
Part A?

Rei mbur sed Anmount (Part A) =

How much (average per person)are you rei nbursed

bi weekly from HCFA for individuals covered under

Medi care Part B? G ve below a detail ed expl anati on of
how you obtain this anount.

Rei nbur sed Anpunt (Part B) =

For carriers with risk contracts with HCFA, what is
your bi-weekly Revenue Requirenent (i.e. the ACR x
12/26). Use ACR on line 17 of the ACRP spreadsheet.

ACR x 12/26 = Bi weekly Revenue Requirenent =

For carriers with risk contracts, is the cost in QL7
equal to the cost in Q0 plus the cost in 4 mnus the
cost in @? That is, does QL7 = QRO+QU-QB?

[ ] YES
[ 1 NO
[ 1 NA

I f NO explain.

11



Q2.

Q3.

Attachment A

For carriers offering a Medi care Suppl enent policy, is

the cost in QL7 equal to t

he cost in QL4 plus the cost

in QL8 plus the cost in Q97
That is, does QL7 = QL4+QL8+Q19?

[ 1 YES
[ ] NO
[ ] NA

I f NO explain.

Your total cost for DoD enrollees with Medicare Parts A

and B shoul d be the total

cost you stated in QL7 m nus

t he HCFA rei nbursenents you stated in QL8 and Q19.

That is,

Total Cost = QL7- Q18- QL9.

Is this true?

[ 1 YES
[ ] NO

If NO explain why. Also,

state what the cost is and

give a detail ed explanation of how you derived it. Use
addi tional sheets if necessary.

12



Q4.

Q5.

Q26.

Attachment A

Your total cost for DoD enrollees with Medicare Part A
only should be the total cost you stated in QL7 m nus
t he HCFA rei nbursenent you stated in QL8.
That is

Total Cost = QL7-Q18
s this true?

[ ] YES
[ 1 NO

If NO explain why. Also, state what the cost is and

give a detail ed explanation of how you derived it. Use
addi tional sheets if necessary.

What percentages of DoD enroll ees who sign up for your
pl an do you assune w |l have Part A coverage only?

Per cent age =

Exanpl e

The following is an exanple of how to derive the final
rates by taking a weighted average of the rate for
persons with Medicare Parts A and B and the rate for
persons with Medicare Part A only.

Per cent Sel f Fam |y

Covered Prem um Prem um
1. Parts A & B 90 $100 $200
2.Part A only 10 $150 $300
Self Rate = [(.90 x 100) + (.10 x 150)] = $105
Famly Rate = [ (.90 x 200) + (.10 x 300)] = $210

13



Attachment A

@7. Following the exanple in @26, fill in the table bel ow
using the foll ow ng information:

1. The percentage covered under Medicare Part A only as
stated in 5.

2. The cost for for persons covered under Medicare
Parts A and B as stated in either Q7, QL4, or Q3.

3. The costs for persons covered under Medicare Part A
as stated in Q4.

Per cent Sel f Fam |y
Covered Prem um Prem um

1.Parts A & B

2.Part A only

Foll owi ng the exanple in 26, conpute the rates.

Self Rate

Fam |y Rate

From whi ch question does the anbunt in line 1 cone fronf

Q7, Q4 or Q3. (Crcle One)

@8. Do you wish to do a rate reconciliation in April 2000
on the DoD rates?

14



Attachment B

PROPOSED BI - WEEKLY NET- TO- CARRI ER RATES
FOR DoD ENROLLEES FOR THE 2000 RATE YEAR

Carrier NAME: STATE: CCODE:

SELF FAM LY
Proposed DoD G oup Rates
For January 1, 2000
Wt hout Prescription Drugs)

Prescri ption Drugs

Total Rates [(1)+(2)]

Ext ensi on of Coverage Loadi ng
[.004 x (3)]

Subtotal [(3)+(4)]

Enrol | ment Di screpancy Loadi ng
[.01 x (5)]

Proposed DoD Rates for 2000
[(5)

'
(5)+(6)]

15



Instructions For Attachment B

1. Proposed DoD Group Rates for January 1, 2000
(Wt hout Prescription Drugs)

This is the carrier’s proposed 2000 bi-weekly self and
famly rates for the DoD group (excluding prescription
drugs).

You nmust show in detail how you obtained the Line 1

rates. We provide work space for this in Attachnent
B-1 (DoD ENROLLEE RATE PROPOSAL BACKUP SHEET) .

2. Prescription Drugs

This is the proposed 2000 bi-weekly self and famly
prescription drug rates for the DoD group.

3. Total Rates

The sumof lines 1 and 2.

4. Extension of Coverage Loadi ng

Each carrier in the FEHBP nust provide the foll ow ng
coverage w thout charge to the enrollee or enploying
agency:

1. Enpl oyees term nated from enpl oynent have 31
days addi tional coverage.

2. Enpl oyees or dependents confined in a
hospital on the 31st day after term nation
have coverage continued until discharge, up
to a maxi nrum of 91 days after term nation.

These coverage requirenents apply whether or not the
enroll ee later converts his or her group coverage to an
i ndi vidual contract with the carrier.

We recommend a | oading of .4 percent of the proposed
rate for this benefit. Unless you have specific
experience to justify another figure, or the conmunity

rate includes the coverage, you should use .4 percent
of line 3.

5. Subt ot al

The sumof |lines 3 and 4.

16



Instructions For Attachment B

6. Enroll nent Di screpanci es Loadi ng

This is a special 1%l oad to the rates which conpensates the
carrier for possible enroll nment discrepancies.

7. Proposed DoD Group Rates For 2000

The sumof lines 5 and 6.

17



Attachment B-1

DoD ENROLLEE RATE PROPOSAL BACKUP SHEET

Pl ease provide the details of the rate proposal on this
sheet. Specifically, show how you derive the nunbers on
Attachnment B.

1. Proposed DoD Group Rates For January 1, 2000
(Wt hout Prescription Drugs)

In this section, explain how you derived your Line 1
rates. W& want a sinple explanation here, but include
any appropriate back-up docunents. Pl ease renenber that
all calculations are subject to audit.

18



Attachment B-1

2. Prescription Drugs

In this section, explain how you derived your rates for
prescription drugs. W want a sinple explanation here, but
i ncl ude any appropri ate back-up docunents.

19



Attachment C

Carrier Contacts

For information about your rate subm ssion, we shoul d
cont act :

Nane

Phone Nunber

Fax Nunber

E- Mai |

Nane

Phone Nunber

Fax Nunber

E- Mai |

Qur counterproposal letter should be addressed to:

Nane

Addr ess

Phone Nunber

Fax Nunber

E- Mai |

20



Attachment C
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Attachment C

FEHBP ELI G BLE POPULATI ON
BROKEN QUT BY SITE, AGE, AND GENDER.
QUARTER 4, FI SCAL YEAR 1998

NOTE: This table is not available electronically. If
needed, contact the O fice of the Actuaries at 202/ 606-0723
or at actuary@pmgov (e-mail).

22
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Attachment C

Medicare Coverage Derived from Survey

NOTE: This table is not available electronically. |If
needed, contact the Ofice of the Actuaries at 202/ 606-0723
or at actuary@pmagov (e-nmail).
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