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BENEFICIARY BEWARE: INADEQUATE REVIEW
OF MEDICARE MANAGED CARE PLANS

RESULTS IN INCOMPLETE INFORMATION FOR
CONSUMERS

TUESDAY, APRIL 13, 1999

U.S. SENATE,
SPECIAL COMMITTEE ON AGING,

Washington, DC.
The Committee met, pursuant to notice at 2:33 p.m., in room

SD-628, Dirksen Senate Office Building, Hon. Charles E. Grassley
(Chairman of the Committee) presiding.

Present: Senators Grassley, Collins, Breaux. Reed. Bayh. and
Lincoln.

OPENING STATEMENT OF SENATOR CHARLES GRASSLEY,
CHAIRMAN

Chairman GRASSLEY. Once again, Senator Breaux and I are
pleased to welcome everybody to this hearing, particularly those
who have gone out of their way to come here to testify. We owe a
great deal of gratitude to not only this group of panelists but also
to previous witnesses who have appeared before our committee,
bringing real life testimony, which is very important to us.

This represents the third in a series of hearings that this com-
mittee has held to examine how Medicare enrollees are educated
about the Medicare program. In the last Congress, this committee
held two hearings, one prior to the passage of the Balanced Budget
Act of 1997, which resulted in legislation that we introduced and
subsequently passed to establish the National Medicare Beneficiary
Education Campaign. We held another hearing after the Balanced
Budget Act became law to examine how beneficiaries were navigat-
ing this new world of Medicare+Choice and how to improve the in-
formation that we provided them.

Today's hearing results from extensive work that the General Ac-
counting Office has done for this committee on this topic. Con-
sequently, today we are pleased to announce that this committee
is releasing two General Accounting Office reports. The reports ad-
dress two important components of the Medicare Managed Care
Program. They are, first, the Health Care Financing Administra-
tion's review process for approving managed care plan materials,
and second, a General Accounting Office report looking at and
critiquing the Medicare appeals process. Both reports are inter-
related in a very important way and are the subject of this hearing
that we are having today.
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The point of entry for the Medicare beneficiaries into the
Medicare+Choice Program is through the marketing process con-
ducted by plans. We often hear from the plans that their marketing
materials are "approved by HCFA," but exactly what does approval
by HCFA mean?

We asked the General Accounting Office to take a look at what
the review process entails and how well it is working.

One of the key components of the marketing process is the docu-
ment beneficiaries receive describing their benefits as well as their
rights as enrollees into the plan. It may come as a surprise to you,
and it has come as a surprise to me as well, that HCFA does not
require any standard type of document that contains a full disclo-
sure of benefit coverage. Plans send an array of materials, with no
one identifying piece of information designated as the beneficiary's
contract of benefits with the plan.

The plans must simply provide a summary of benefits, and this
can vary greatly across plans in format and content. Some plans
choose to disclose the benefits in greater detail, but some plans
merely provide a brief summary with a disclaimer telling the bene-
ficiaries that they must request full disclosure. Many beneficiaries
rely on verbal assurances that they receive from marketing rep-
resentatives that a benefit is covered. Summaries are useful, and
assistance from plan representatives is essential, but this should
not be the only way that beneficiaries are told about these benefits.

When information is inadequate or misleading, this leads to con-
fusion, and in some instances, an appeal by the beneficiary over
what is covered or not covered by the plan. To further add to their
confusion, enrollees are not given a clear or consistent description
of the appeals process, leaving them feeling helpless and alone.
Many beneficiaries believe their only alternative is to disenroll
from the plan. Of course, this is very costly and time-consuming for
everyone involved, and as our witnesses will tell us, is not always
their preferred choice.

It is often the case that when seniors leave traditional Medicare
for a managed care plan, they believe they are no longer in Medi-
care. Their inability to identify their Medicare+Choice plan as
being part of Medicare can often lead to confusion and misunder-
standing of what they are entitled to under the program.

We will hear from two Medicare enrollees this afternoon who will
describe how their difficulties in obtaining the kind of useful and
reliable information and assistance they needed wreaked havoc on
their lives. We will also hear from a representative of the State
Health Insurance Program, which I will refer to as SHIP, who will
testify about her experiences assisting Medicare beneficiaries
through the maze and confusion of understanding their benefits
and their rights to appeal when problems arise. The SHIPs are to
many beneficiaries the ombudsmen of Medicare. These programs
provide a tremendous amount of support and counseling to Medi-
care enrollees across the country and trained volunteers in local
communities to assist with their mission.

We will also hear from a former HCFA regional director who ran
the managed care division in the Atlanta region during a time of
high growth in managed care, about the problems he saw with the
review process and program operations. We will also hear from



3

HCFA about what they are doing to improve program operations.
And finally, the GAO will testify about their findings and rec-
ommendations on the two reports that I have referred to.

Our goal at this hearing is to offer constructive insight and rec-
ommendations on ways to improve the HCFA review process and
the means by which seniors get information about their benefits
and rights under Medicare+Choice. I do not want folks leaving this
hearing with the impression that we want to restrict plans from
marketing to Medicare beneficiaries or from running their business
the way they see fit. That is not my objective.

Rather, our focus and attention should be and is on the bene-
ficiary, because that is what this program is all about. Medicare is
a Federal program, and Congress has the responsibility of making
sure beneficiaries are receiving the kind of high-quality care and
assistance they deserve.

My primary interest and the interest of this committee is to
learn how we can improve the operations of the program to sim-
plify the information seniors are provided when they enter a man-
aged care plan. Beneficiaries are bombarded with information daily
from many different sources, but it is our job in Congress and at
the Health Care Financing Administration to make sure we pro-
vide them with the tools they need to understand the program, to
know what their benefits are regardless of their choice of how to
receive those benefits, and to be able to successfully navigate the
appeals process when problems arise.

So I expect this hearing will shed some light on these issues, and
I look forward to hearing from all of our distinguished witnesses
who are here today.

Before we go to the first panel, I am going to ask my colleagues
to speak, starting with Senator Breaux.

[The prepared statement of Senator Grassley follows:]

PREPARED STATEMENT OF SENATOR CHARLES GRASSLEY

I am pleased to hold this hearing today, and I want to extend my gratitude to
the witnesses who will testify before this committee. This hearing represents a third
in a series of hearings this committee has held to examine how Medicare enrollees
are educated about the Medicare program. Last Congress, Senator Breaux and I
held two hearings, one prior to the passage of the Balanced Budget Act (BBA) of
1997, which resulted in legislation we introduced and subsequently passed to estab-
lish the National Medicare Beneficiary Education Campaign. We held another hear-
ing after BBA became law to examine how beneficiaries were navigating this new
world of Medicare+Choice and how to improve the information we provide them. To-
day's hearing results from extensive work the General Accounting Office has done
for this committee on this topic. I am pleased to announce that we are releasing
two GAO reports at today's hearing. The reports address two important components
of the Medicare managed care program. They are: (1) the Health Care Financing
Administration's (HCFA) review process for approving managed care plan materials,
and (2) the Medicare appeals process.Both reports are interrelated in a very impor-
tant way and are the subject of today's hearing. The point of entry for Medicare
beneficiaries into the Medicare+Choice program is through the marketing process
conducted by the plans. We often hear from the plans that their marketing mate-
rials are approved by HCFA, but what exactly does that mean. We asked the GAO
to take a look at what the review process entails and how it is working. One of the
key components of the marketing process is the document beneficiaries receive de-
scribing their benefits and rights as an enrollee in a Medicare+Choice plan. It may
come as a surprise to you as it has to me, that HCFA does not require any standard
type of document that contains a full disclosure of benefit coverage. Plans send an
array of materials with no one identifying piece of information designated as the
beneficiaries' contract of benefits with the plan. The plans must simply provide a
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summary of benefits and this can vary greatly across plans in format and content.
Some plans choose to disclose the benefits in greater detail, but some plans merely
provide a brief summary with a disclaimer telling the beneficiaries they must re-
quest full disclosure. Many beneficiaries rely on the verbal assurances they receive
from marketing representatives that a benefit is covered. Summaries are useful and
assistance from plan representatives is essential, but this should not be the only
way beneficiaries are told of their benefits. When information is inadequate or mis-
leading, this leads to confusion and in some instances an appeal by the beneficiary
over what is covered or not covered by the plan. To further add to their confusion,
enrollees are not given a clear or consistent description of the appeals process, leav-
ing them feeling helpless and alone. Many beneficiaries believe their only alter-
native is to disenroll from the plan. This is costly and time consuming for everyone
involved and as our witnesses will tell us, is not always their preferred choice.It is
often the case that when seniors leave traditional Medicare for a managed care
plan, they believe they are no longer in Medicare. Their inability to identify their
Medicare+Choice plan as being part of Medicare can often lead to confusion and a
misunderstanding of what they are entitled to under the program. We will hear
from two Medicare enrollees this afternoon who will describe how their difficulties
in obtaining the kind of useful and reliable information and assistance they needed
reeked havoc on their lives. We will also hear from a representative from a State
Health Insurance Program, which I will refer to as SHIP, who will testify about her
experiences assisting Medicare beneficiaries through the maze and confusion of un-
derstanding their benefits and their rights to appeal when problems arise. The
SHIPs are to many beneficiaries the ombudsmen of Medicare. These programs pro-
vide a tremendous amount of support and counseling to Medicare enrollees across
the country and train volunteers in local communities to assist with their mission.
For the third year in a row, Senator Breaux and I are requesting additional federal
funds for this program. We are also seeking recognition of this program by the ap-
propriators through a distinct line item, which the program used to have. Their
funding is now pst of HCFA's budget and is inadequate to meet the increasing de-
mands for information and assistance by seniors. Our hope is that the program can
expand its capacity to help educate and provide counseling to Medicare beneficiaries
across the country in both traditional Medicare and Medicare+Choice. We encourage
our colleagues on this committee and in the Senate to support increased funding
and recognition for these statewide programs.We will also hear from a former HCFA
regional director who ran the managed care division in the Atlanta region, during
a time of high growth in managed care, about the problems he saw with the review
process and program operations. Also, we will hear from HCFA about what they are
doing to improve program operations. Finally, the GAO will testify about their find-
ings and recommendations.Our goal at this hearing is to offer constructive insight
and recommendations on ways to improve the HCFA review process and the means
by which seniors get information about their benefits and rights under
Medicare+Choice. I do not want folks to leave this hearing with the impression that
we want to restrict plans from marketing to Medicare beneficiaries or from running
their business the way they see fit. That is not my objective. Our focus and atten-
tion should be on the beneficiary because that is what this program is about. Medi-
care is a federal program, and Congress has the responsibility of making sure bene-
ficiaries are receiving the kind of high quality care and assistance they deserve. My
primary interest and the interest of this committee is to learn how we can improve
the operations of the program and to simplify the information seniors are provided
when they enter a managed care plan. Beneficiaries are bombarded with informa-
tion daily from many different sources, but it is our jobs in Congress and at HCFA
to make sure we provide them with the tools they need to understand the program;
to know what their benefits are regardless of their choice of how to receive those
benefits; and to be able to successfully navigate the appeals process when problems
arise. I hope this hearing will shed some light on these issues. I look forward to
hearing from all of our distinguished witnesses here today.
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STATEMENT OF SENATOR BREAUX
Senator BREAUX. Thank you very much, Mr. Chairman, for once

again having a hearing that really directly impacts on the day-to-
day lives of average Americans, particularly those who have to deal
with the incredibly complicated problem of deciding what is the
best health care for themselves and their families. It is very, very
clear that in the area of health care, bad information leads to bad
decisions, which produce bad results.

Therefore, it is very clear to me that the most accurate and clear-
ly presented information should be a priority of all health pro-
grams. That is particularly correct when we are talking about
health programs that the Federal Government and the Federal tax
dollar are involved in producing and offering to our citizens.

I think most Members of Congress today think that more choices
and more information are key ingredients in any type of overall
health care reform that we are going to have for the Nation's citi-
zens, particularly the approximately 40 million who happen to be
involved in Medicare programs.

People obviously cannot make good decisions if they have bad in-
formation. They cannot make the right decision if they have the
wrong information. So, as the chairman has said, what this hearing
is all about is trying to ensure that the information that is being
made available is both accurate and sufficient in detail, but not so
detailed that it is impossible to understand.

We have had a lot of examples of the problems, and obviously,
we are trying to work on solutions. I was looking with staff at some
of the problem areas, and this is just a typical example of one pro-
posal under the Medicare+Choice. It consists of a whole bunch of
different papers that have been presented outlining one health
plan. People get it at different times. It is sent 1 month, and the
next month, there is an addendum to it, the next month, there is
another proposal added to it, and then, finally, during the course
of a year, all of it gets collected by the beneficiary, and they are
supposed to make an informed decision on which is the best plan
for them and what their plan covers. I do not know about most peo-
ple, but I would probably have lost half of it before I got it all into
the same box.

As a comparison, the Federal Employees Health Benefits Plan,
which our Medicare commission tried to pattern our recommenda-
tions after, has all the information received at the same time, in
the same booklet, so people can look at it, and it is all presented
in the same format, so it is much easier for the average person to
understand what he or she is deciding on and what the various
benefits are.

We are making progress-I do not want to take up too much
time, Mr. Chairman-but HCFA, to its credit, has taken the advice
of Senator Grassley and myself and other members of the commis-
sion, and in a previous hearing, we talked about it. I want them
to compare apples to apples, not apples to oranges and bananas
and lemons. You cannot get a comparison if you are not comparing
the same things. They will probably talk about this, but this is just
an example of what they are attempting to do, where it would be
clearly presented to the beneficiary what the benefit is and how
that benefit is covered under Medicare and how that benefit would
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be handled under the plan that is offering its services, so the bene-
ficiary can say, well, if I stay in Medicare, this is what I get, but
if I go to the new plan, this is the difference-here is the difference
in cost, here is the difference in what is covered and what is not
covered-so you can compare apples to apples and not apples to or-
anges to lemons and never know where the hell you are.

Anyway, this is what we are trying to get to, and I think that
if we can accomplish this-and HCFA is making progress-I think
we can all say that we have done the right thing. This hearing is
all about that, and I think it is very, very valuable, Mr. Chairman.

Thank you.
Chairman GRASSLEY. Thank you.
Before I call on Senator Bayh, the most significant thing about

the chart that I left out as I was speaking-I was saying that some
of these plans are very, very detailed, but some give you a little bit
of information, and then down at the bottom in the very fine print,
it says if you want to know what these things mean, you have got
to go and ask the plan for the document. It is that sort of lack of
full disclosure and, more importantly, lack of candor that bothers
me. It is the sort of candor and openness that Senator Breaux and
I have been fighting for in regard to since we had our first hearing
2 years ago.

Senator Bayh.

STATEMENT OF SENATOR EVAN BAYH
Senator BAYH. Thank you, Mr. Chairman.
I would like to express my appreciation to you and to Senator

Breaux for this latest hearing. This is one of a series that has
helped us focus on the important issues of Medicare and Social Se-
curity.

I would also like to thank our panelists for being here today. We
are here to try to assist you; that is the function of this hearing,
to assist you and others like you across our country in making
some of the most important decisions you will ever make. So your
information, your stories, the knowledge that you can provide to us
can be very, very helpful in assisting us to perform our tasks.

Mr. Chairman, I will just say one thing about the marketplace.
We live in a time in which many of us are looking for ways to har-
ness the effectiveness of the marketplace, the efficiency and the
cost-effectiveness of the marketplace, to accomplish socially worth-
while objectives in the most humane way possible. But an effec-
tively functioning marketplace assumes access to adequate infor-
mation. A market can be neither cost-effective nor humane if the
consumers making the decisions do not have all the information at
their disposal to be able to make well-informed decisions.

I know the desire is there. Just this last year, in my own home
State of Indiana, we had 50,000 people attend a seminar about
Medicare and information for Medicare consumers. So there is a
real thirst out there for more information, accurate information,
fully disclosed information, not hidden information. So as we go
through this, I am going to encourage all those on the govern-
mental side of things to make it as uniform as possible, as simple
as possible.
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Frankly, Mr. Chairman, as I was walking over here, I was think-
ing about proposing an "English only" requirement, and I do not
mean vis-a-vis some other foreign language, but I mean compared
to bureaucrat-ese or the kind of language that occasionally gets
used in the insurance industry around this town..

So again, I want to thank you, Mr. Chairman, and Senator
Breaux and the panelists for being here. We are very grateful, and
we are here to try to be helpful, and you are going to assist us in
that process.

Thank you.
Chairman GRASSLEY. Thank you.
Senator Lincoln.

STATEMENT OF SENATOR BLANCHE LINCOLN
Senator LiNcoLN. Thank you, Mr. Chairman.
A special thanks to you, Mr. Chairman, and to Senator Breaux

for your leadership on this issue and many of the issues that we
have been dealing with this.year and in the past on behalf of the
elderly citizens in our State.

I want to applaud my colleague and neighbor Senator Bayh. I
think you are exactly right-it has got to be English, it has got to
be in layman's terms, and it has got to be something that we can
all understand.

I understand that this is the third Aging Committee hearing fo-
cused on the Medicare Choice Program, and since the- Balanced;
Budget Act of 1997 was passed, this committee has been concerned
with the rights of seniors as greater numbers of them join-managed
care plans as part of Medicare.

Today's hearing is certainly not meant to be an attack on man-
aged care, but millions of our Nation's seniors rely on managed
care for health care services and receive important benefits, like
prescription drug coverage, through these managed care programs
which they could not get otherwise.

However, the Medicare Choice Program has been operating long
enough for us to know that there are a few issues being raised by
seniors who utilize these new. programs, and we must address
those issues. It is our. job today to examine their concerns and
these issues that have been brought before us.

In Arkansas, managed care is a much smaller segment of the
health care delivery system than in most States, but we have near-
ly 7,000 seniors enrolled in three different Medicare Choice plans.
I want to be sure that all of the current and future enrollees in
Medicare Choice plans understand exactly what they are buying
when they enroll in these plans. Giving someone half of the infor-
mation in any situation is very dangerous and very alarming, but
in a health care situation, it is absolutely dangerous, and it is
something we must be very cautious about.

Often, seniors may be ill and experience confusion in dealing
with the technical language and the terms, so it is highly impor-
tant that these health plan materials be simply laid out in an easy-
to-read format in layman's terms, as I mentioned earlier.

The information should be clear and easy to understand so po-
tential enrollees understand exactly what each plan covers, what
rights they have if they terminate their coverage and switch to
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other plans, and what the appeals process is if they are denied
treatment. Seniors count on their health insurance to be there
when they need it, when illness strikes, so providing clear and con-
cise information up front before they sign up for the programs will
save much confusion for all of us involved, and the frustration
down the road for both seniors and the managed care plans and the
congressional offices that are getting the complaints.

So I look forward to hearing the testimony today from our wit-
nesses, working with you to come up with some of the solutions
that we must present our seniors in order to better understand
these health care plans that are being made available to them.

Thank you, Mr. Chairman.
Chairman GRASSLEY. Thank you.
Senator Reed.

STATEMENT OF SENATOR JACK REED
Senator REED. Thank you, Mr. Chairman.
Let me join my colleagues in commending you and the ranking

member for your leadership on this issue and also say how pleased
I was to join you and Senator Breaux in asking the General Ac-
counting Office to review the disclosure and the information avail-
able to seniors who are participating in Medicare managed care
plans. Their reports, which we have in hand today, reveal defi-
ciencies, some of them significant deficiencies. Some might be at-
tributed to the simple complexity of trying to provide a comprehen-
sive review of benefits, but there are certain indications that some
of these deficiencies might be deliberate, and that causes me great
concern.

But in any case, I think we have to use this information and the
testimony of our witnesses today to try to provide more opportuni-
ties for that type of concise, complete information which is so es-
sential to making good choices about your health care.

I would also suggest that this might be another indication that
we need some complementary structures to HCFA to provide that
type of assistance individually to seniors who are looking for an-
swers. I have introduced legislation with respect to an ombudsman
program, that there might be in each State an office that would
provide first-hand assistance to seniors who are seeking to under-
stand their policies, which are often difficult to understand even for
lawyers.

We are, I think, making progress, but we have a long way to go,
so I am pleased that we are here today and very pleased to have
these witnesses.

I thank you, Mr. Chairman.
Chairman GRAssLEY. Thank you, Senator Reed.
I want to thank each of the four Members who are here today.

You have been very faithful this year in coming to the hearings
Senator BREAUX. That is four Democrats.
Chairman GRASSLEY [continuing]. And I am going to ask you if

you can help me recruit some Republicans to come; I would appre-
ciate that very much. [Laughter.]

Now we are ready to go to our first panel, and we will start with
Mr. William Stringer from Ohio, who is retired from the U.S. Air
Force as a colonel. He served active duty from 1951 to 1977 and
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was awarded the Legion of Merit as well as the Air Force Com-
mendation, with two Oak Leaf Clusters. His experience with HMO
medical coverage during his time in the Air Force was very good
because he decided to enroll in Medicare+Choice in Ohio. So he is
going to discuss the plan's marketing materials as well as the time-
liness of the plan's notification of changes in policy.

Then, we will hear from Ms. Lois D. Watts. For 10 years, she
was with the Department of Surgery at UCLA Medical Center. She
has been married for 50 years and has three grown children. Over
the past two decades, she has had to deal with two different types
of cancer. Ms. Watts has experienced the confusion of the
Medicare+Choice marketing materials and appeals notices for two
different plans in the State of California, so she is going to high-
light for us the need for clear and easy-to-read plan information.
Ms. Watts will also discuss her experience with the appeals process
under these plans.

Our next witness will be Ms. Julie Schoen. Ms. Schoen is a well-
known speaker in Southern California for the rights of Medicare
beneficiaries. She is legal counsel for the Orange County, CA
Health Insurance Counseling Advocacy Program, special projects
director for California Health Advocates, and director of the Senior
Counselors Against Medicare Swindlers Project. She will identify
the Medicare+Choice program and the appeals process. Ms. Schoen
will offer recommendations to address the inconsistencies in con-
tent and distribution of plan materials.

And our last witness, Mr. Chris Mulholland, will offer a unique
perspective to this hearing. His last position with the Federal
Government was manager of a managed care branch in the HCFA
Atlanta Regional Office. For 3 years, he was in charge of over-
seeing HCFA's review process of managed care contracts for
Medicare+Choice programs. Mr. Mulholland will give an overview
of HCFA's review process of plan materials and will also explain
the problems that he encountered during the review process and
offer some recommendations for improving it.

We will start with Mr. Stringer and hear from the rest of the
panel in the order I introduced you.

STATEMENT OF WILLIAM L. STRINGER, BEAVERCREEK, OH
Mr. STRINGER. My name is Bill Stringer, and I am currently a

Medicare beneficiary living in Beavercreek, Ohio. I want to thank
you both, Senator Grassley and Senator Breaux, for inviting me to
testify before this committee on a topic that is very important to
me.

To give you my context, my family's medical care has been pro-
vided by an HMO operation during 27 years in the Air Force and
actual HMOs during 22 years of contractor employment. I am ac-
customed to HMO operations, and I prefer them to the available
alternatives.

I joined Anthem Senior Advantage, a Medicare HMO, on April 1,
1998, when I retired from active work, and was quite happy with
their support. I will refer to Anthem Senior Advantage as ASA in
the rest of my testimony.

I was surprised to receive a letter from ASA dated May 23, 1998,
announcing that they would no longer offer their Medicare HMO
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in Greene County, where I live, after December 31, 1998. ASA's let-
ter did not provide any explanation for their decision, but later
newspaper articles identified ASA's profit-or lack thereof-as the
reason.

In the absence of any warning, I had assumed that the ASA con-
tract with HCFA did not provide for unilateral withdrawal by ASA.
The 1997 Guide to Health Insurance for People with Medicare, de-
veloped jointly with the National Association of Insurance Commis-
sioners and HCFA, provided to me by ASA, did not even suggest
that this was a possibility.

HCFA also sent me directly a brochure that described how I
could disenroll but did not mention that ASA could disenroll me.

Despite the adverse publicity in the local newspapers about
ASA's intent to withdraw from the Medicare HMO market at the
end of the year, my wife received a letter from ASA in early June
1998 inviting her to join ASA since she would reach 65 in October
1998. Nothing in the letter mentioned that this coverage would end
on December 31, and she would have to disenroll and find other op-
tions, if they existed, under Medicare. In early July 1998, she re-
ceived a second marketing notice from ASA, again with no warning
that the coverage offered would end in December.

In a June 26 Dayton Daily News article, ASA later blamed
HCFA, saying that "under law, ASA is required to offer its plan to
any Medicare recipient until its coverage ends." In the same article,
Bette Weisburg, a HCFA official from the Chicago Regional Office,
said, "ASA's pullout was legal," but added, "the law may need to
be changed." Again, HCFA remained silent about ASA's marketing
tactics, implying their approval.

Despite all this, my wife enrolled in ASA in October 1998 to pro-
tect her termination rights, whatever they might turn out to be.
Termination rights, as they were explained to us, relate to manda-
tory Medicare supplement coverage with no delay in coverage for
pre-existing conditions.

I received a copy of the 1998 Guide to Health Insurance for Peo-
ple with Medicare, still developed jointly by the National Associa-
tion of Insurance Commissioners and HCFA, from Medicare supple-
ment providers, not from ASA. Page 25 of this guide describes
"Medicare Protection when Other Health Insurance Ends or is
Lost, Effective July 1, 1998," but is totally confusing to me, and I
challenge the committee to tell me how it applies to my situation.

The page in question shows six conditions, and they are all
checked. I think it is impossible that anybody could be in a situa-
tion where all six conditions apply.

Medicare supplement sources told me that we would have termi-
nation rights under the Balanced Budget Act of 1997 if ASA
disenrolled us, but none if we did the disenrolling. In a July 1998
article in the Beavercreek newspaper, Bette Weisberg, whom I
mentioned earlier, said that "the contracts are renewed every cal-
endar year, and an HMO operator can choose not to renew for any
reason." The only requirements are that they must notify their
members and prevent coverage gaps.

HCFA did not choose to make this information available in their
many publications and did not specify when the notices must be



11

provided to current or prospective enrollees, or how coverage gaps
would be prevented.

In a September 10, 1998 letter to me, Representative- Hobson
said that he had contacted HCFA to get their interpretation of Sec-
tion 4031 of the 1997 Balanced Budget Agreement. "HCFA stated
that the various Medigap programs are not required to adhere to
Section 4031 until State laws are passed. Moreover, the States
have until 1999 to effectuate a change." This information appears
to me as substantially different than that published in the 1998
HCFA Guide. This information dashed our earlier hopes that we
had some termination rights.

ASA's October 15, 1998 letter said that they had reached an
agreement with HCFA to continue HMO coverage in 1999, but with
benefit and premium changes. The letter said: "These benefits are
subject to approval by HCFA. Upon approval, all active members
will receive an annual notification that provides more detailed in-
formation regarding the approved 1999 plan benefits." ASA did not
mention HCFA's requirements for timely notices to us. HCFA
again remained silent.

My wife has pre-existing conditions for diabetes and heart ail-
ments, and I have had two heart attacks and open heart surgery.
We no longer trusted ASA to do more than the minimum to offset
the adverse publicity and respond to the political pressure on them.
I enrolled both of us in a Medicare supplement plan effective Janu-
ary 1, 1999. I had assumed that the notification from ASA in May
that they were disenrolling all Greene County participants was still
in effect. I was wrong.

Just one month before I thought the ASA plan was dead, we re-
ceived letters from ASA dated November 23, 1998 defining the
1999 rates and benefits. The letter included their announcement
that Senior Advantage would become a Medicare+Choice program
effective January 1, and my enrollment would continue unless I
disenrolled before the end of the year and attached six pages of
new rules.

One new rule was that "If the plan terminates its contract with
HCFA, it must inform members in writing at least 60 days prior
to the date of termination." It seems to me that most Medicare
beneficiaries cannot evaluate the many alternatives and intel-
ligently respond within 60 days, let alone the 30 days that ASA
gave me to decide.

The time required for any alternative provides to receive, proc-
ess, and respond to any applications seems to have been ignored
in the determination of the 60-day criteria. HCFA presumably
waived or ignored the 60-day requirement. It now appeared that
ASA was no longer disenrolling us, and we had no termination
rights.

On November 26, 1998, I advised ASA and HCFA that we should
be disenrolled from ASA effective December 31, 1998. Fortunately,
we had already received coverage from our Medicare supplement
provider with no delay for pre-existing conditions. We preferred
Medicare HMO care to fee-for-service, and the ASA package ap-
peared cheaper, but we disenrolled because we had lost confidence
in ASA and, more importantly, in HCFA's oversight of the Medi-
care HMO program.
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The bottom line is that both my costs and Medicare costs have
increased, but at least I have no more unreasonable deadlines to
meet or confusing rules to comprehend.

In summary, I believe that HCFA's performance left much to be
desired in four areas: First, inadequate coverage of risk of HMO
pullouts in Medicare publications. There was nothing in the 1997
Guide and confusing information in the 1998 Guide, and almost
nothing in 1999.

Second, there was no effective means of communication with
HCFA by those facing pullout-related decisions. There are no
HCFA 800 numbers, fax numbers, e-mail addresses, and there are
errors in the HCFA Medicare web site.

Third, there was unwillingness to make full disclosure of HCFA
requirements regarding ASA continuance or replacement by an-
other HMO. There was poor oversight of Medicare HMO marketing
efforts and lack of full disclosure in ASA materials and public
statements.

Fourth, there was lack of initiative in implementing congres-
sional direction regarding termination rights and no visible effort
to inform ASA victims in terms understandable to Medicare recipi-
ents.

That concludes my statement.
[The prepared statement of Mr. Stringer follows:]
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Statement by William L Stringer,
April 13, 1999

My name is Bill Stringer, and I am currently a Medicare beneficiary living in Beavercreek, Ohio. I
want to thank you both, Senator Grassley and Senator Breaux, for inviting me to testify before
the Senate Special Committee on Aging on a topic that is very important to me.

To give you my context, my medical care has been provided by a HMO-like operation during 27
years in the Air Force and actual HMOs during 22 years of contractor employment. I am
accustomed to HMO operations and prefer them to the available alternatives. I joined Anthem
Senior Advantage on April 1, 1998 when I retired from active work and was quite happy with
their support. I will refer to Anthem Senior Advantage as ASA in the rest of my testimony.

I was surprised to receive a letter from ASA dated May 23, 1998 announcing that they will no
longer offer their Medicare HMO in Greene County (where I live) after December 31, 1998.
ASA's letter did not provide any explanation for their decision but later newspaper articles
identified ASA's profit (or lack thereof) as the reason.

I had assumed that the ASA contract with HCFA did not provide for unilateral withdrawal by
ASA. The 1997 Guide to Health Insurance for People with Medicare (developed jointly by the
National Association of Insurance Commissioners and HCFA) provided to me by ASA did not
even suggest that this was a possibility. HCFA also sent me directly a brochure that described
how i could disenroll but did not mention that ASA could disenroil me.

Despite the adverse publicity in the local newspapers about ASA's intent to withdraw from the
Medicare HMO market at the end of the year, my wife received a letter from ASA in early June
1998 inviting her to join ASA since she would reach 65 in October 1998. Nothing in the letter
mentioned that this coverage would end on December 31 and she would have to disenroll and find
other options, if they existed, under Medicare. In early July 1998, she received a second
marketing notice from ASA, again with no warning that the coverage offered would end in
December.

In a June 26 Dayton Daily News (DDN) article, ASA later blamed HCFA, saying "under law,
ASA is required to offer its plan to any Medicare recipient until its coverage ends. In the same
article, Bette Weisburg, a HCFA official from the Chicago regional office, said, "ASA's pullout
was legal" but added, "the law may need to be changed". Again HCFA remained silent about
ASA's marketing tactics, implying their approval. Despite all this, my wife enrolled in ASA in
October 1998 to protect her termination rights, whatever they might turn out to be. Termination
rights relate to mandatory Medicare supplement coverage with no delay in coverage for
pre-existing conditions.

I received a copy.of the 1998 Guide to Health Insurance for People with Medicare (still
developed jointly by the National Association of Insurance Commissioners and HCFA) from
Medicare supplement providers at a seminar sponsored by Greene Memorial Hospital (GMH) in
August 1998. Page 25 of this Guide describes "Medicare Protection When Other Health
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Insurance Ends or Is Lost-Effective July 1, 1998" but is totally confusing to me and I challenge
the committee to tell me how it applies to my situation.

Medicare supplement sources told me that we would have termination rights under the Balanced
Budget Act of 1997 if ASA disenrolled us but none if we did the disenrolling. In a July 1998
article in the Beavercreek News-Current (BNC) paper, Bette Weisberg, the HCFA Chicago
regional official I mentioned earlier, said that "the contracts are renewed every calendar year and
an HMO operator can chose not to renew for any reason. The only requirements are that they
must notify their members and prevent coverage gaps". HCFA did not choose to make this
information available in their many publications and did not specify when the notices must be
provided to current (or prospective enrollees) or how coverage gaps would be prevented.

In a September 10, 1998 letter to me, Rep Hobson said that he contacted HCFA to get their
interpretation of Sec. 4031 of the 1997 Balanced Budget Agreement. "HCFA stated that the
various Medigap programs are not required to adhere to Sec. 4031 until State laws are passed.
Moreover, the States have until 1999 to effectuate a change". This information appears to me as
substantially different than that published in the 1998 HCFA Guide. This information dashed our
earlier hopes that we had some termination rights.

ASA's October 15, 1998 letter said they had reached an agreement with HCFA to continue HMO
coverage in,1999 but with benefit/premium changes. "These benefits are subject to approval by
HCFA. Upon approval by HCFA, all active members will receive an annual notification that
provides more detailed information regarding the approved 1999 plan benefits." ASA did not
mention HCFA's requirements for timely notices to us. HCFA again remained silent.

My wife has pre-existing conditions for diabetes and heart ailments and I have had two heart
attacks. We no longer trusted ASA to do more than the minimum to offset the adverse publicity
and respond to the political pressure on them. I enrolled both of us in a Medicare Supplement plan
effective January 1, 1999. 1 assumed that ASA notification in May that they were disenrolling all
Greene County participants was still in effect despite the optimism in their October letter. I was
wrong.

Just one month before I thought the ASA plan was dead, we received letters from ASA dated
November 23, 1998 defining the 1999 rates/benefits. The letter included their announcement that
Senior Advantage would become a Medicare+Choice program effective January 1, 1999, my
enrollment would continue (unless I disenrolled before the end of the year), and attached six
pages of new rules. One new rule was "If the plan terminates its contract with HCFA, it must
inform members in writing at least 60 days prior to the date of termination". It seems to me that
most Medicare beneficiaries cannot evaluate the many alternatives and intelligently respond within
60 days, let alone the 30 days ASA gave me to decide. The time required for any alternative
providers to receive/process/respond to any applications seems to have been ignored in the
determination of the 60-day criteria. HCFA presumably waived or ignored the 60-day
requirement. It now appeared that ASA was no longer disenrolling us and we had no termination
rights.
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On November 26, 1998,1 advised ASA and HCFA that we should be disenrolled from ASA
effective December 31, 1998. Fortunately we had already received coverage from our Medicare
Supplement provider with no delay for pre-existing conditions. We preferred Medicare HMO care
to fee-for-service and the ASA package appeared cheaper but we disenrolled because we had lost
confidence in ASA and, more importantly, in HCFA's oversight of the Medicare HMO program.
The bottom line is both my costs and Medicare costs have increased but I have no more
unreasonable deadlines to meet or confusing rules to comprehend.

In summary, I believe that HCFA's performance left much to be desired in these areas:

Inadequate coverage of risk of HMO pullouts in Medicare publications:
* Nothing in the 1997 Guide, confusing info in the 1998 Guide.

No effective means of communication with those facing pullout-related decisions:
* No 800 numbers, no fax numbers, no email addresses, and errors in Medicare web site.

Unwillingness to make full disclosure of HCFA requirements regarding ASA continuance or
replacement by another HMO:
* Poor oversight of Medicare HMO marketing efforts.
* Lack of full disclosure in ASA materials and public statements.

Lack of initiative in inplementing congressional direction regarding termination rights:
* No visible effort to inform ASA victims in terms understandable by Medicare recipients.
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Chairman GRASSLEY. Thank you, Mr. Stringer. We are going to
wait until all four witnesses have concluded their testimony before
members ask questions, so I will now go to Ms. Watts.

STATEMENT OF LOIS D. WATTS, LEISURE WORLD, ORANGE
COUNTY, CA

Ms. WATTS. Good afternoon. My name is Lois Watts. I am 70
years old, and I live with my husband in a two-bedroom condomin-
ium in Leisure World, Orange County, CA. I am a wife, mother,
grandmother, friend, volunteer, and part-time employee. Today I
come to you as an example of the good and the bad. of America's
health care system.

For most of my life I have been in good health, but in 1990, I
began my battle with cancer-first with breast cancer and then 2
years later with an intestinal tumor caused by a melanoma mole
on my face which had been surgically removed 12 years prior.
Since 1990, I have had six major and three minor surgeries related
to cancer.

In order to battle melanoma, I was referred to the life-sustaining
vaccine program at the John Wayne Cancer Institute located at St.
John's Medical Center, Santa Monica, CA. Through the efforts of
Dr. Donald Morton and his staff, I am able to be here today. Their
program is the only one of its kind offered on the West coast, and
I believe it has prolonged my life.

Basically, I have participated in a program of regular blood stud-
ies, vaccines, x-rays and physician consultations to minimize and
watch for a metastatic recurrence of the melanoma, which can
recur anyplace in my. body.

Prior to this, my husband was diagnosed with Parkinson's dis-
ease and had to take an early retirement. We have had to dramati-
cally reduce our living expenses.

Our supplemental insurance premiums kept increasing, and the
costs for my husband's prescriptions for Parkinson's were escalat-
ing. So in 1995, while I continued treatment at the John Wayne
Cancer Institute, my husband and I elected to sign up with Care
America. We understood from the representative who called on us
at home that they would cover the necessary costs to sustain our
health. Unfortunately, instead, they made the next 2 years a battle
of appeals to get health care.

In March 1997, Dr. Morton informed me that a blood test had
changed, and I should have a full body scan, which is an MRI,-to
locate a possible tumor. My Orange County oncologist requested
authorization; it was denied. He requested and received approval
for a CAT-scan, which showed a tumor in my left buttock. A follow-
up x-ray series then had to be performed to pinpoint the tumor.

Care America's geographic limitations, which do not have regard
for existing physician-patient relationship or quality, required that
I seek care in Orange County. I was referred to a local vaccine pro-
gram and had an unnecessary surgery to harvest cells. The new
team of doctors told me that if I had the entire tumor removed, I
would probably never walk again.

After 3 months, the vaccine research doctor concluded that the
program did not work for me. Another request for authorization
was submitted for Dr. Morton to complete the surgery. It was de-
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nied. After covering my medical history multiple times with rep-
resentatives at Care America, they told me to see a new primary
care physician in Santa Monica, which I did. I was also sent to a
new oncologist. They both recommended surgery by Dr. Morton,
and I scheduled my surgery.

Bay Area Physicians denied the authorization request, and I was
advised to appeal, which I did. I also appealed directly to Care
America, and they told me I was approved, including an approval
number, for surgery at St. John's Hospital with Dr. Morton. My
surgery was scheduled for the following Monday. On Friday after-
noon, I was rudely informed that despite my approval from Care
America, I was denied authorization. I felt abandoned and helpless.
I was not informed that a grievance committee existed.

A few days later, a friend who handles problems such as this for
a hospital in Orange County told me to cancel Care America imme-
diately and return to Medicare. I did and rescheduled my surgery
for October-this all started in March. I had a successful surgery
with Dr. Morton's staff. I lost the opportunity to have Dr. Morton
do the surgery, because he was going to be gone.

As you can see, I am able to walk. The irony is that while recov-
ering at St. John's Hospital, a representative from Care America
called and left a message on our home answering machine inform-
ing us that they were now willing to cover all expenses after Medi-
care. But true to form, they continually postponed payments. So
with hospitalization bills still outstanding and put into collections,
my husband and I submitted a complaint to the State of California
Division of Corporations, which really did not do anything. We
were also advised to consult with attorney Julie Schoen of SHIP.
Her efforts prompted action from Care America and, 1 year from
the date of surgery and after much aggravation, the bills were
paid.

In March 1998, we elected to join a new coverage group, Secure
Horizons. I was advised to enroll in the "65 Choice" plan, which
would cover my ongoing vaccine treatment for a monthly premium
of $45 and copayments of $25. In August, I was informed that by
the end of the year, this plan would be discontinued. My oncologist
requested authorization to continue the vaccine program, and it
was denied. I was told to appeal to Greater Newport Physicians,
and it was denied. I then appealed directly to Secure Horizons, and
it was denied.

My appeal was then submitted to the Center of Health Dispute
Resolutions in New York. I received confirmation that they would
look into it. I have recently received a letter from Secure Horizons,
saying that they will again let me continue my vaccine treatment
and to request another authorization. This all started in December
1998, and ironically, their letter was dated March 25, 1999, after
I had been asked to speak here.

This has been a tangled web of appeals. Before I left home, after
I had been notified by CHDR that the appeal had been dropped,
I called Secure Horizons as my doctor had not received the author-
ization-it was still being discussed, is what I was told. The next
day, they called to say it was on its way. I told them that the vac-
cine is done on a regular 8-week schedule, and I had to keep my
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appointment this week. They were kind of surprised at that. Any-
way, we are still in limbo.

There must be an easier and more efficient way of making ap-
peals, obviously, from what I have gone through, and patients
should be informed up front about helpful organizations like SHIP
and HICAP.

Thank you for allowing me this opportunity to share my experi.-
ence.

Chairman GRASSLEY. Well, you faced it all, didn't you, the medi-.
cal problems as well as the red tape?

Ms. WATTs. Yes. I persevered, and I survived.
Chairman GRASsLEY. Thank you very much.
[The prepared statement of Ms. Watts follows:]
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Testimony of Lois D. Watts
Before The

United States Senate
Special Committee On Aging

April 13, 1999

Good afternoon. My name is Lois Watts. I am 70 years old and I live with my husband in a
two-bedroom condominium in Leisure World, Orange County, California. I am a wife, mother,
grandmother, friend, volunteer, and part-time employee. Today I come to you as an example of
the good and the bad of America's healthcare system.

For most of my life I have been in good health, but since 1990,1 began my battle with cancer.
First, with breast cancer, then two years later-with an intestinal tumor caused by a melanoma mole
on my face, which had been surgically removed twelve years prior. Since 1990, I have had six
major and three minor surgeries related to cancer.

In order to battle melanoma, I was referred to the life-sustaining vaccine program at the John
Wayne Cancer Institute, located at St. John's Medical Center, Santa Monica, California. Through
the efforts of Dr. Donald Morton and his staff, I am able to be here today. Their program is the
only one of its kind offered on the West Coast. and I believe it has prolonged my life. Basically, I
have participated in a program of regular blood studies, vaccines, x-rays, and physician
consultations to minimize and watch for a metastatic recurrence of the melanoma, which can
reccur in any place in my body.

Prior to this, my husband was diagnosed with Parkinson's disease and had to take an early
retirement. We have had to dramatically reduce our living expenses and sell our home. At one
point, before I turned 65, we had to pay a $1,000 monthly premium for my health insurance.
After joining Medicare, we thought it best to take supplemental insurance coverage given our
health histories.

Our supplemental insurance premiums kept increasing and the costs for my husband's
prescriptions for Parkinsons were escalating. So in 1995, while I continued treatment at the John
Wayne Cancer Institute, my husband and I elected to sign up with Care America. We understood
from the representative who called on us at home that they would cover the necessary costs to
sustain our health. Unfortunately, instead, they made the next two years a battle of appeals to get
health care.

In March 1997, Dr. Morton informed me that a blood test had changed, and I should have a full
body scan (MRI) to locate a possible tumor. My Orange County oncologist requested
authorization. It was denied. He requested and received approval for a cat scan, which showed a
tumor in my left buttock. A follow-up x-ray series then had to be performed to pinpoint the
tumor.
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Care Americas geographic limitations which do not have regard for existing physician/patient

relationship or quality, required that I seek care in Orange County. I was referred to a local

vaccine program, and had an unnecessary surgery to harvest cells. The new team of doctors told

me that if

I had the entire tumor removed, I would probably never walk again. After three months, the

vaccine research doctor concluded that the program didn't work for me.

Another request for authorization was submitted for Dr. Morton to complete the surgery, and it

was denied. After covering my medical history multiple times with representatives at Care

America, they told me to see a new primary care physician in Santa Monica, and I did. I was also

sent to a new oncologist. They both recommended surgery by Dr. Morton, and I scheduled my

surgery. Bay Area Physicians denied the authorization request. I was advised to appeal, which I

did. I also appealed directly to Care America, and they told me I was approved (including an

approval number) for surgery at St. John's Hospital with Dr. Morton. My surgery was scheduled

for the following Monday. On Friday afternoon I was rudely informed that despite my approval

from Care America, I was denied authorization. I felt abandoned and helpless. I was not informed

that a Grievance Committee existed.

A few days later a friend, who handles problems such as this for a hospital in Orange County, told

me to cancel Care America immediately and return to Medicare. I did, and rescheduled my

surgery for October-this all started in March. I had successful surgery with Dr. Morton's staff,

and as you can see, am able to walk. The irony is, while recovering at St. John's Hospital, a

representative from Care America called and left a message on our home answering machine

informing us that they were now willing to cover all expenses after Medicare. But true to form,

they continually postponed payments. So with hospitalization bills still outstanding and put into

collections, my husband and I submitted a complaint to the State of California Division of

Corporations. We were also advised to consult with attorney Julie Schoen of HICAP. Her efforts

prompted action from Care America. One year from the date of surgery, and after much

aggravation, the bllls were paid.

In March 1998, we elected to join a new coverage group, Secure Horizons. I was advised to

enroll in the "65 Choice" plan which would cover my ongoing vaccine treatment for a monthly

premium of $45.00 and co-payments of $25.00. In August I was informed that by the end of the

year this plan would be discontinued. My oncologist requested authorization to continue the

vaccine program, and it was denied. I was told to appeal to Greater Newport Physicians, and it

was denied. I then appealed directly to Secure Horizons, and it was denied.

My appeal was then submitted to the Center of Health Dispute Resolutions in New York. I

received confirmation that they would look into it. I have recently received a letter from Secure

Horizons stating that they will again let me continue my vaccine treatment. This all started in

December 1998-their letter is dated March 25, 1999.

This has been a tangled web of appeals. There needs to be an easier and more efficient way of

making appeals, and patients should be informed up-front about helpful organizations, such as
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HICAP.

Thank you for allowing me the opportunities to share my experiences with you. I hope that you
will be able to bring about positive changes-and return humane treatment to all who seek
healthcarejxegardless of our age. I know too many senior citizens and fine doctors who are
completely disillusioned with the current state of our healthcare.especially with HMO's.

If I had a time to make three recommendations for change, I would ask that you consider the
following:

1. Simplify the process. Create one health history form that will be used by Medicare and all
supplemental programs. Computerize it, like Germany did with the ADP Company.

2. Have a Medicare Review Committee that would draft suggested guidelines for all
supplemental insurance companies to follow. Call it "A Patient Bill of Rights" which would
be sent to every Medicare recipient, and include restrictions for policies, future coverage
changes, and detail the appeal process.

3. Eliminate the barriers for patients to receive the best care possible (whether geographic,
physician politics, or uninformed insurance representatives). Give some power back to the
patients and their doctors.
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Chairman GRASSLEY. Ms. Schoen, please.

STATEMENT OF JULIE SCHOEN, LEGAL COUNSEL, HEALTH
INSURANCE ADVOCACY PROGRAM OF ORANGE COUNTY, CA
Ms. SCHOEN. Thank you very much, Senator Grassley. Thank

you for this opportunity to present Medicare beneficiaries' perspec-
tives, and I really want to thank Senators Grassley and Breaux for
recognizing that the SHIP programs nationwide- are providing om-
budsman services to Medicare beneficiaries. We really appreciate
that recognition.

Let me give you a little background on what SHIPs are and what
we do. In California, there are 3,740,000 Medicare beneficiaries,
and almost 40 percent of our population is in managed care, so that
is a big number to work with. We are able to provide community
education- to 62,000 Medicare beneficiaries every year. We go to
senior centers and wherever we are asked to go, and we will give
talks on topics like Medicare+Choice, Medicare fraud, and even
long-term care issues, which are not addressed by Medicare specifi-
cally.

But really the heart and soul of our program is that we have a
network of 750 volunteers, the most incredible people you would
ever want to meet, who volunteer their time. They are placed in
senior centers and in Social Security offices, and they will counsel
Medicare beneficiaries one-to-one. We are able to reach about
35,000 people per year by their efforts and, hopefully, save Medi-
care money and also save some lives as we go.

I have to tell you a little bit about Medicare+Choice. When the
"Medicare and You" pamphlet came out last year-California, of
course, is not one of the five pilot States-but we received 17,000
calls in the month of November from people wanting to know what
this meant and in a panic about what they should do. So we were
able to field as many of those phone calls as we could and tried to
urge people not to panic and not to make any drastic changes, be-
cause everything was OK, and just to keep in touch with us.

The things we really want to address today are some of the
issues with HCFA oversight of managed care, and I think the thing
to look at is the marketing materials themselves when we start.
They all represent glossy pictures of healthy, active seniors. They
have names like Senior Advantage, Maxi-65-Plus, Secure Horizons,
Health Care for Seniors. A Medicare person under the age of 65
has no idea that he or she is able to join these plans. We get calls
from the Medicare disabled every day who think they have no op-
tions left; they cannot afford a Medicare supplement, and they just
do not know what to do-and then they find out they can join an
HMO. But that is not easily disclosed and not readily available to
them, so we would like to see that information in brochures like
this, with pictures of some younger, disabled people on the covers.
That would be wonderful.

Another great source of confusion in the Medicare program is the
layers. You have a system where the beneficiary joins the HMO,
and the HMO contracts down to a network of providers; the net-
work of providers then contract down to other groups, skilled nurs-
ing facilities, home health agencies, and the beneficiaries them-
selves have no idea where they fall into this realm. So when the
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provider actually denies a service, the beneficiary does not know
where to turn, and they get put into a loop of appeals and denial.
Basically, if they are ill and older and discouraged, they will give
up and not appeal at all. That is what we would like to address.

The flaws in those appeals systems are recognized and illus-
trated by Ms. Watts, and we have blown up for you a couple of the
appeal notices. The one dated December 31, the one closest to the
Senators, is just a check-off of reasons for denial. Unfortunately,
nothing was checked off. She got that in the mail and did not know
why it was denied because they could not even check off the rea-
son. That was the first one she got, and notice that the medical
group is highlighted at the top, not the HMO; that happens to have
been when she was with Care America.

The second one, she is still with the same medical group, but
now she is in Secure Horizons, but there is no mention of Secure
Horizons here, so she has no idea of their involvement or that she
should access them or call them.

That is the first of six pages of appeals, and her actual denial
is one little line in there that says she can receive services in-plan,
which she has described to you was not the case.

So that is what she got for her appeals. She had no idea that she
could submit evidence, that she had access to her HMO files and
records. None of these things were disclosed to her, and she should
have known that she had these rights. Even if she had known that
she could have requested an expedited appeal. Those requests are
frequently denied, and it is up to the HMO which has already de-
nied the medical service to determine if the appeal should be expe-
dited or not. So that frequently, an HMO will advise a beneficiary
that the situation is not life-threatening, and therefore, they are
not entitled to the 72-hour expedited appeal. That is not true. The
law says when the person's health or ability to function could be
seriously harmed by waiting 30 days for the standard appeals proc-
ess, that is when you can initiate an expedited appeal. That is a
big difference from life-threatening, and that is what we want
beneficiaries to know, and we think that that should be stated very
clearly.

So we work very well with HCFA in our State. We have a nice
relationship with them, and they work with us, but unfortunately,
the Medicare beneficiary does not have the access that we have,
and that is what we want to bring down to their level.

So in our recommendations, the one thing we were going to bring
up was that marketing materials should be standardized and cen-
tralized, and I am very pleased to see this, but what I would also
like to see is basically a flow sheet showing "You are here," if you
will, in this maze of the layers of the system, showing the brand
name of the HMO, showing the medical group that you are part of,
showing the actual provider you have, and in nice, bold print, if
you feel you need an expedited appeal, this is where you should go,
and this is how you do it, and here is the phone number. And also,
of course, we would like SHIP's number put on there, and please
contact your SHIP program.

The managed care industry is allowed to spend a tremendous
amount of money in their advertising, and we think that that
should not be the case. We think that the beneficiaries' rights
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should be put ahead of advertising and the nice, glossy printouts
that they put together.

As I have stated previously, I think we just need this one-page
notice on our expedited appeal. If a denial notice refers a bene-
ficiary to the medical group, it also needs to refer him or her to the
HMO, and the plan has to be held directly accountable for the care
that HCFA is paying them to provide or cover.

In addition, a denial notice should contain a clear statement of
when a beneficiary is entitled to that appeal and, again, telephone
numbers very clearly stated.

In conclusion, HCFA has shown its willingness to assist bene-
ficiaries when individual requests are made by HICAP programs,
and people like Ms. Watts who are fighting cancer or other life-
threatening conditions should not have to fight their managed care
and HCFA as well.

I just want to thank Ms. Watts for her courage and determina-
tion in being here today, and I hope the problems that we have
identified will help others so they will not have to fight as hard as
Ms. Watts has had to.

Thank you very much.
Chairman G&AssLEY. Thank you, Ms. Schoen.
[The prepared statement of Ms. Schoen follows:]
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Testimony submitted by Julie Schoen
on behalf of

California Health Advocates (the California HICAP Association)

April 13, 1999

INTRODUCTION

My name is Julie Schoen and I am here today in several capacities: (1) as the attorney who
provides technical support for the Orange County, California, Health Insurance Counseling
Advocacy Program (HICAP); and (2) on behalf of California Health Advocates, the California
HICAP Association (CHA). CHA is the umbrella organization for all of the 24 non-profit
organizations that provide HICAP, or SHIP, services to Californians. Primarily, however, I testify
today on behalf of Medicare beneficiaries, for whom SHIP/HICAP is a beacon of assistance.

Thank you for the opportunity to share with you Medicare beneficiaries' perspective and the
crucial role played by the SHIP programs. Also, a special thank you to Senators Grassley and
Breaux for your recognition and support of the State Health Insurance Assistance Programs (SHIPs)
nationwide, especially at a time when Medicare+Choice has increased the demand for SHIP services
and when ombudsman programs for managed care are being discussed. The SHIP programs provide
objective information, assistance and support for Medicare beneficiaries nationwide, including with
respect to managed care issues.

SHIPs' CRUCIAL ROLE IN HELPING MEDICARE BENEFICIARIES.

More than 3,740,000 Medicare beneficiaries live in California. California's HICAPs, or
SHIPs, provide community education forums to 62,000 individuals and one-to-one information and
assistance to an additional 35,000 beneficiaries every year. In order to accomplish this, we depend

-upon a network of 750 highly trained volunteers, who enable us to serve so many beneficiaries with
such limited funds and to do so with a personal connection.

Each HICAP has been in its local community for at least ten years and reflects its rural or
urban setting, its culturally diverse population and its unique aging community. Each of the 24
HICAPs share its expertise and supports the other HICAPs so that this established network of
services reaches into eveiy senior center in the state and provides a one-to-one basis for older and
disabled persons to voice his/her concerns and to receive assistance.

The community education topics provided by HICAPs range from "Medicare Plus Choice"
and "Understanding Your Rights as a Medicare Beneficiary," to long-term care and Medicare fraud
issues. In our one-to-one counseling, we help Medicare beneficiaries with such issues as reading a
Medicare Summary Notice, choosing Medicare supplemental insurance or an HMO, understanding
Medicare + Choice, and the implications for their individual health care situations. Our focus is to
make sure that Medicare beneficiaries understand their benefits, options and rights, and to help them
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access needed care such as inpatient hospital or nursing home care. Each day brings new

information and new challenges.

California contains almost 50% of the Medicare managed care system, currently known as

Medicare + Choice. In my area, Orange County, each year about 70% of our one-to-one assistance

deals with managed care issues. Due to the complex nature of the managed care system, HICAP has

assumed a very varied caseload. We have dealt with problems such as denials of nursing home or

home health care or physical therapy, which unfortunately are too common, and have dealt with the

ramifications on beneficiaries of HMOs entering or leaving the market as well as the bankruptcy of

a major medical network.

A consistent theme for Medicare managed care enrollees is the system's failure to provide

them complete and accurate information regarding their managed care system and how to navigate

it. For example, HMO enrollees may disenroll from their HMO at any time, but are often advised

that can not do so for at least three months. This time frame allows HMO marketing representatives

to collect their commission. In addition, HMO beneficiaries are oftendenied access to specialists

and are not provided their appeal rights.

As this nation implements the most dramatic changes to Medicare since its inception more

than 30 years ago, the complexity of options and problems faced by aged and disabled beneficiaries

has already begun to mushroom. In the first year of Medicare+Choice, when no new choices were

actually available, the demand for SHIP services has increased tremendously. In California, which

was not one of the five pilot states last November for Medicare+Choice information, in one month

our statewide HICAP information line received 17,000 calls, when Medicare beneficiaries received

their summary brochure of Medicare and You. As new managed care choices do become available,

other choices leave the market, and the nation continues to focus on a patients' bill of rights, the

complexity of beneficiaries' questions and concerns and the demand for SHIP services will

undoubtedly continue to grow. SHIPs are Medicare beneficiaries' focal point for assistance with

managed care and other issues and concerns.

-ISSUES CONCERNING HCFA OVERSIGHT OF MANAGED CARE

California's HICAP programs have a good working relationship with our Regional Office

of HCFA. When we present individual situations, which require HCFA's intervention, the HCFA

personnel are willing to assist. However, most beneficiaries experiencing problems with their

managed care organization are not fortunate enough to find their local SHIP program or to have

personal contacts at HCFA. Based upon the experiences brought to us by HICAP clients,

beneficiaries experience a number of systemic problems with Medicare managed care that could be

addressed by better oversight.

Confusion About Program Benefits and Protocols

From the outset, consumers receive information that is misleading on a number of fronts.

Written materials portray healthy, young looking, active seniors; and many plan names, such as

Senior Advantage, Max 65Plus, Secure Horizons, Senior Care, Health Care for Seniors and Senior
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Secure, focus exclusively on the senior population. Disabled beneficiaries and their families, lookingat these materials, would have no idea that they are equally eligible to enroll. These names andmaterials are all approved by HCFA.

In marketing materials and presentations, the beneficiaries receive a glossy, surreal pictureof what to expect. For example, Medicare covers a maximum of 100 days of nursing home care, butonly as long as very strict criteria are met. Medicare HMOs must provide the same benefit, and usethe same strict criteria. HMO marketing representatives often give the impression that this benefitcovers 100 days in a nursing home without regard to any coverage criteria. The reality is that thenational average for coverage of a nursing home stay for Medicare beneficiaries is 14 days. Inmarketing their plan, HMOs rarely explain such limitations. Yet HICAPs' experience is thatbeneficiaries who understand the limits of nursing home coverage and who understand that Medicarewas not designed to cover long term care accept such limitations and know that they need to planaround it. Painting a false picture of HMO coverage leaves beneficiaries very vulnerable later, whenthey need the care.

Another source of great confusion comes from the often complicated and multi-layeredmanaged care system. Marketing materials usually discuss a managed care plan in terms of theHMO itself. However, an HMO may contract with several different provider networks, each ofwhich may then contract with several different medical groups, hospitals, nursing homes and homehealth agencies. A beneficiary joining an HMO receives a list of doctors and is advised to choosea primary care physician from this list. However, when medical services aue denied or a problemoccurs, any notices the beneficiary may receive will generally come from the medical group or froma third party administrator, whose name is new to him. The average HMO enrollee does not knowwhere to turn. The beneficiary will likely begin with his or her doctor, who may blame theutilization review committee, which may blame the medical group, which may blame the network,which may blame the HMO, which may in turn blame the medical group or contracting network.-An already ill and discouraged beneficiary usually gives up, rather than fights, the system.

At all stages, beneficiaries do not receive a clear picture of the managed care system. Plans-need to be portrayed more accurately from the outset. This need for clear information continues evenafter enrollment, so that beneficiaries can successfully navigate their way through complex andconfusing systems.

Flaws in the Appeals System

The appeals process is often a slow, frustrating and ineffective labyrinth, even when urgentlyneeded medical care is at issue. Unfortunately, Mrs. Watts' struggle to get through the managed caresystem and obtain needed cancer treatment is not an uncommon experience. Also unfortunately,HCFA has fought reform and has failed to enforce beneficiaries' appeal rights.

Rather than implement a federal court order establishing an expedited appeals process whenmanaged care beneficiaries are denied care, HCFA has established a different process that ignoressome of the court order's key requirements. Mrs. Watts' experience illustrates some of thedeficiencies in the current system. The denial notice that Mrs. Watts received on December 31,
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1998, in its six pages, contains a one line denial that merely states: 'The services you requested were

reviewed ... and determined to be available in Health Plan." This was not the case, due to the type

of cancer and treatment needed by Mrs. Watts. Buried in the six pages, instead of presented
prominently, was the fact that Mrs. Watts could request an expedited appeal. It also was not made
clear to Mrs. Watts, an educated and generally sophisticated beneficiary, that she had the right to

review the HMO's file, that she had the right to obtain and review her medical records, and that she
had the right to present information on her own behalf.

Even if Mrs. Watts had known she could request an expedited appeal, such requests are
frequently denied. It is up to the HMO, which has already denied the medical service, to determine
if the appeal should be expedited. Frequently, an HMO will advise a beneficiary that the situation

is not life threatening and that therefore the appeal will not be expedited. However, the real criteria
for an expedited appeal is whether the person's "health or ability to function could be seriously
harmed by waiting 30 days for the standard reconsideration decision." Another HICAP client
suffered from prostate cancer The HMO denied the treatment his doctor had recommended and had
advised was the only effective treatment option. The client did request an expedited appeal, but the
HMO refused to expedite it. By the time the standard appeal went through the system, the cancer
had progressed too far to be treated. Furthermore, there is no timely way to challenge an HMO's
failure to expedite the process.

Another deficiency in the current appeals process is that doctors and other providers may be
discouraged from filing an appeal on behalf of a patient. For example, one local physician began to
file an expedited appeal, but was told by the administrator of the medical group, "not to get
involved." A nursing home administrator recently advised that she was afraid to refer patients to
HICAP for assistance in appealing denials of coverage for fear that the nursing home's HMO
contract would be canceled.

After an HMO has reconsidered its own denial and has again denied coverage, the
beneficiary's appeal is forwarded to HCFA, which contracts with the Center for Health Dispute
Resolution (CHDR) to handie the appeal. Although HCFA has set time limits for HMOs to process

-appeals, it has refused to require such time limits for itself. Mrs. Watts' case has sat at CHDR since
February 24, 1999, after the HMO took almost two full months to reconsider its own denial, with
no CHDR determination made. Furthermore, the information that is provided to beneficiaries does
not include any information as to how to get in touch with CHDR, or the beneficiaries' right to
review the HMO file and present additional information. Like most beneficiaries, Mrs. Watts did
not know that she could request a copy of the HMO file or that she could provide additional evidence
to CHDR. The few beneficiaries who are resourceful enough to locate and telephone CHDR are
generally rebuffed in their efforts to find out anything about their case and to present their side of
the appeal. Thus, this HCFA stage of review is essentially a one-sided review of whatever
information the HMO has chosen to submit.

For many, if not most, beneficiaries, it is not until the next stage of review, a hearing before
an administrative law judge, that they have the opportunity to present their case. In my experience,
the beneficiary usually wins at this level of review, as he or she finally have the attention of a neutral
party. However, an ALJ hearing frequently takes months or longer to obtain. Sadly, on more than
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one occasion, I have had to represent the estate of the beneficiary, who has died during this lengthy
appeals process.

When HICAP or SHIP becomes involved in the appeals process, we can usually secure-the
needed medical service for the beneficiary and move the case along more quickly. However, HCFA
should not make the appeals system so complicated and unfriendly to beneficiaries that they have
to find a HICAP or SHIP program in order to get needed medical care from their managed care plan.

Denials of High Cost Care

There are several areas in which beneficiaries frequently encounter problems that pertain to
denial of or failure to provide particular types of care. These include premature discharge from
hospitals or nursing homes, denials of access to specialists and durable medical equipment, and
denial of home health care. Mrs. Watts was denied access to an appropriate specialist HICAPs have
assisted beneficiaries with heart problems who were denied access to a cardiologist Too many
beneficiaries have been told that their Medicare HMO does not cover home health care, which they
are required by law to cover. The enormity of these problems is increased by the flaws in the appeals
system. If beneficiaries were able to get through the appeals system effectively and in a timely
manner, these other systemic concerns would not be such a problem.

In monitoring managed care plans. HCFA obtains information from the plans themselves as
to the care needed by their Medicare enrollees and does not seek input from beneficiaries or.
beneficiary advocates. In addition, HCFA does not have any system for gathering and keeping track
of beneficiary complaints as to denials of care, other than the formal appeals process. Thus, HCFA's
monitoring systems are unlikely to even identify, much less address, such systemic problems as
denials of nursing home or home health care coverage.

RECOMMENDATIONS

Marketing materials should be standardized and centralized.

Managed care organizations spend a tremendous amount of money trying to entice
beneficiaries tojoin their plans. Yet the information provided to beneficiaries is often misleading,
confusing and not helpful to beneficiaries trying to navigate their managed care system.
Beneficiaries would be better served by spending less money on marketing and more.money on
patient care and educating them on how to use the managed care plan effectively. Consumers can
make wise choices if they receive accurate information and can better weave their way through their
managed care plan if given the tools to do so.

Managed care enrollees should be given information, at the time of enrollment and annually,
about the different entities involved in providing, arranging and approving or denying care, including
the role each entity plays, as well as telephone numbers and addresses for each such entity. Enrollees
should also be given clear information about the process used, both for initial determinations and at
every stage of the appeals process, to approve or deny care.
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HCFA should be prohibited from approving plan names and marketing materials that target onl2 the
senior population.

Congress has forbidden plans from discriminating against enrollees and potential enrollees
on the basis of health, health history or health conditions. However, by virtue of the plan names and
marketing materials, plans target only the active senior population and ignore disabled Medicare
beneficiaries. This should not be allowed to continue. Centralizing and standardizing marketing
materials, as recommended above, should help address this problem.

HCFA should implement the expedited appeals process and appeal rights ordered in Grialva and
should stop challenging it at every step.

The federal district court and Ninth Circuit have ruled very clearly as to beneficiaries'
constitutional rights with respect to an expedited appeals process. Beneficiary groups nationwide
have urged HCFA to implement Griialva. Full implementation of Grijalva would resolve many of
the current deficiencies in the appeals process that adversely affect beneficiaries' ability to navigate
the system and obtain needed medical services.

Beneficiaries who are denied medical services should be given simplified and more meanineful
information.

A one page notice should be provided to beneficiaries, that states what service has been
denied, the reason for the denial in easy to understand language, the fact that expedited appeals are
available, and the telephone numbers for the HMO's expedited appeal department and the state SHIP
program. Additional information could and should be provided on subsequent pages, but the fact
that beneficiaries have immediate appeal rights and how to seek assistance should not be buried in
the middle of a multi-page document.

If a denial notice refers beneficiaries to the medical group, it should also refer them to the
HMO as well. The plans must be held directly accountable for the care that HCFA is paying them

-to-provide or cover. In addition, a denial notice should contain a clear statement of when a
beneficiary is entitled to an expedited appeal. For example, "You have the right to an expedited
appeal if you believe the denial of service could mean serious harm to your health." The telephone
number and facsimile number for the managed care plan's expedited appeals department should be
included, as most HMOs have separate personnel that deal with expedited appeals than deal with
standard appeals. The state SHIP number should be provided in bold print.

Plans and CHDR must provide beneficiaries the opportunity to review their files and present
additional information throughout the appeals process. '

The law currently requires. that beneficiaries be provided a meaningful opportunity to
participate in the HMO reconsideration process. As long as the appeals process continues to be one-
sided with respect to availability of and opportunity to present information, it will continue to be a
rubber stamp for HMO denials. In addition, HCFA must enforce such requirements; it is not
sufficient to merely put them in writing if they are not routinely provided in practice.
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Plan doctors and other providers should be surveyed by HCFA to ensure that they are not being
discouraged from assisting beneficiaries through the managed care system.

It is not enough for HCFA to simply prohibit plans from discouraging doctors and providers
from assisting patients with appeals, or to prohibit "gag clauses." Furthermore, surveying the plans
as to these issues is not likely to produce evidence of such practices. Thus, the doctors and
contracting providers must be surveyed and information that would identify such providers must be
kept confidential so that such practices, when they exist, may be stopped.

HCFA's monitoring of managed care plans should include interviewing beneficiaries and
beneficiarv advocates.

HCFA's monitoring process is not designed to identify problems encountered by a plan's
enrollees. When reviewing particular cases regarding quality of care, access to care and grievance
and appeals issues, beneficiaries should be interviewed as well as reviewing the HMO's records.
Local beneficiary advocates should also be interviewed to help identify recurring problems with a
managed care plan.

HCFA should establish a system to intercede on behalf of beneficiaries in managed care plans.

Most regulatory agencies have systems in place to help consumers who are having problems
with entities regulated by such agencies. HCFA has no such system. and should. A beneficiaries'
ability to obtain help from HCFA should not depend on whether the beneficiary has the fortune to
first find the local SHIP program, or on whether a beneficiary lives in a HCFA Region which is more
inclined to help beneficiaries than another Region, or on whether a beneficiary reaches a managed
care plan monitor who is willing to help on that particular day. As Congress and HCFA do more to
encourage managed care plans and enrollment in them, the need for HCFA to have such a system
becomes even greater.

CONCLUSION

SHIPS have a unique opportunity and ability to help managed care enrollees through the
system, and to provide feedback to HCFA, Congress and to managed care stakeholders as to how
the system is working and not working. Unfortunately, our health care system is so complex that the
demand for SHIP services is tremendous. With the increased emphasis on additional managed care
options and focus on patients' rights, the need for SHIP services continues to grow.

HCFA has shown its willingness to assist beneficiaries when individual requests are made
by HICAP programs. However, with respect to oversight of the managed care system as a whole,
much more could and should be done. If managed care is to be a success in the long run,
beneficiaries must be satisfied that they can obtain clear and accurate information, that obtaining
needed health care is not subrogated to profits, and that they are able to manage the managed care
maze effectively.

Persons such as Mrs. Watts, who are fighting cancer or other life threatening conditions,
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should not have to fight their managed care plan and HCFA as well. I also want to thank Mrs. Watts

for her courage, determination and stamina in asserting her rights and in coming here to help other

beneficiaries by her testimony. I hope that the problems identified here today can be addressed so

that other individuals do not have to fight as hard as has Mrs. Watts in order to survive. On behalf

of California Health Advocates, the SHIP programs nationwide, and Medicare beneficiaries, thank

you for your concern for Medicare beneficiaries and managed care enrollees and for your support

for them.
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Chairman GRASSLEY. Mr. Mulholland.

STATEMENT OF CHRIS MULHOLLAND, MARIETTA, GA

Mr. MuLHoLLAND. Thank you, Senator Grassley and Senator
Breaux, for inviting me to come and testify today.

I retired from the Health Care Financing Administration 3 years
ago after 36 years of Federal service, and as I understand it, the
committee is exploring what the HCFA review process of health
care plan materials contributes or fails to contribute to beneficiary
understanding of their benefit coverage and of their rights and re-
sponsibilities under the Medicare program.

But before I get specific, I want you to know that I think the
greatest problem is attitudinal in terms of advocacy for the bene-
ficiaries. The Medicare program exists for the beneficiaries, but in
my opinion, decisions are often not made with the beneficiary's best
interest at heart. That is why, after these many years, we are still
trying to give clear and comprehensive information to the bene-
ficiaries.

There have been many different problems, but I will list two
major problems with marketing. The biggest in my way of thinking
is the marketing representative. This is the man or woman who
sells the plan's program to the beneficiary. I truly appreciate what
we are trying to do in getting written material that is clear and
understandable, but we have already heard from other panel mem-
bers today how they have relied on what they were told by sales
representatives as being covered. To me, this is human nature. You
are going to pay attention to what someone is telling you in person.
But unless things have changed, and I do not think they have,
these sales representatives are paid on commission according to
how many people they enroll, and their incentive is to enroll people
and not necessarily to see that the potential enrollee really under-
stands what he or she is doing.

Now, I am not saying there are evil, mean people out there try-
ing to mislead potential enrollees, although I have encountered
some of those in my tenure. But the plain fact is that their incen-
tive is to not show the negatives, and to show all the glossy
positives, and their influence in my way of thinking is really tre-
mendous.

When an enrollee is persuaded to enroll, and it turns out that
it was not in his or her best interest, this can really be disastrous
to them and to the program. The solution is obvious, and it has
been held forth before-that there should be some sort of third
party verification of enrollment by some entity other than the plan
itself, an entity that the beneficiary is contacted by or the bene-
ficiary must contact, who verifies that they really want this enroll-
ment and that they really meant to do it.

I may feel this way more strongly than others because of my ex-
perience in Florida, where we had a tremendous amount of ping-
ponging of beneficiaries or enrollees by sales representatives who
would just enroll beneficiaries out of one plan into another. We had
beneficiaries who had been enrolled in 10 or 12 different plans. So
some sort of verification would be helpful.

The second problem to my way of thinking is that the material
furnished by the plans is not standardized. Each plan is an individ-
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ual business with its own way of presenting its product. This is the
competitive American way and is usually healthy when applied to
the population at-large. However, the Government contracts with
these plans to serve a targeted population of aged beneficiaries,
some of whom are very alert and astute, but many of whom are
vulnerable. I think it wise and fair to require these plans to temper
their tactics in marketing to this population and in providing them
with information on their rights-for example, appeals notices.

One thrust of the marketing material review process is to assure
that the material is correct and not confusing to the beneficiary.
This includes looking at advertising as well as letters, contracts,
notifications, handbooks and whatever else the plan sends to the
beneficiary. When these materials are reviewed, it is really hard to
visualize what the HCFA regional office reviewer is looking at. It
can be two to four to six boxes of stuff, no telling how many big,
three-ring binders of material that must be gone through on every
aspect of that plan's contract, with some segment of it dealing with
marketing material and other material sent to beneficiaries.

The reviewer is on alert to notice anything which does not meet
requirements and anything which is confusing, but from the bene-
ficiary's point of view, the plan's material may be expressed or
arrayed differently from other plans they want to consider, and
that is confusing. The challenge is how to permit plans their indi-
viduality and accommodate standardization and consistency.

You might also be interested to know that the review process is
inconsistent among the regions. Some regions are more strict than
others. Some of this is dictated by the nature of the plans in the
region. Some plans in the Atlanta region were so abusive that we
had to be more strict. Some of this difference is due to regional
leadership attitudes or just different levels of expertise in person-
nel. And some of the difference might be due to the particular cen-
tral office personnel relating to their assigned region. I will gener-
alize that implementation of national guidelines could be standard-
ized and made more consistent to bring about greater consistency.

Unless it has changed, and I do not think it has, there is vari-
ance in what plans furnish their enrollees in terms of annual noti-
fication. Some give clear information about changes, and some do
not. Some give updated handbooks, and some give addenda which
are confusing to use and easily lost. I think Senator Breaux pa-
raded one of those before us. HCFA could and should have consist-
ent requirements on this. I did not know Mr. Stringer before I
came here today, but this certainly applies to his story.

The fact that some plans are withdrawing wholly or in specific
counties because of the risk adjustment factor or other reasons il-
lustrates that profitability is the engine that runs the machine. It
is unconscionable that we do not have requirements which notify
and protect affected beneficiaries. I understand that some plans
continue to enroll in areas from which they plan to withdraw. This
should be prohibited in the original contract and reiterated in any
service area expansion. I can see how this works. If the plan has
a contract, in a way, HCFA would be interfering with the plan's
right to enroll if it forbade continued enrollment. This is another
instance of decisions being made without having the beneficiaries
as first priority.
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Another problem for HCFA is allocation of resources to the man-
aged care effort. Just before I retired, I was on a task force which
recommended decentralization of the health care contracting func-
tion to the regional offices. This was recommended because- it
would eliminate duplication between the regional offices and the
central office, thereby freeing central office personnel to con-
centrate on much needed policy and guidelines. This recommenda-
tion was dropped.

If such decisions could be made on the basis of good management
instead of turf battles, the program would run more efficiently. The
management in each region decides how many employees will work
in the managed care area. Thus, the number of employees dedi-
cated to managed care varies by region. In some regions, there is
a persistent shortage- of staff. There is no mechanism in place to
reallocate personnel from components within regions, or from the
HCFA central office to the regional offices when such shortages
occur.

Another resource problem is competence. Where do you get the
skilled managed care workers to work for the Government? They
must be trained or hired from the industry, and HCFA is often not
salary-competitive to get such workers. One answer is to standard-
ize and even contract out if it can be done in a sensible way.

Two things in closing, and one of them is passe now, because
Senator Reed beat me to it, but I would like to mention the idea
again of a managed care ombudsman, at least in each region. This
person's office could both assist the beneficiaries and support the
oversight effort through experiential feedback.

And second, although I am not quite on Medicare yet, I would
like you to know that I belong to a good HMO. It communicates
clearly with me, has many interesting health-related programs,
emphasizes prevention, gives me an appointment the day I call in
sick, and has treated me extensively when I was seriously ill, and
even paid my bills when I was ill out of their service area. So there
is hope.

Thank you for this opportunity.
[The prepared statement of Mr. Mulholland follows:]
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CHRIS MULHOLLAND mI
April 13,1999

Testimony before the Senate Special Committee on Aging

Thank you Senator Grassley and Senator Breaux for inviting me to testify before the Committee today. I
hope my comments will assist you in making improvements to the Medicare managed care program. I
retired from the Health Care Financing Administration (HCFA) three years ago, after thirty-six years of
federal service. My last position was manager of the Managed Care Branch in the HCFA Atlanta Regional
Office with responsibility for the managed care program in the eight southeastern states. Our primary
function was contracting with HMOs and monitoring existing contracts. One aspect of this was review and
approval of each contractor's marketing materials and other pertinent information distributed to the
beneficiaries.

As I understand it, the Committee's objective is to assure that Medicare beneficiaries are clearly informed
about what is covered by each HMO plan so that they can make informed decisions before joining. And
after joining, beneficiaries are to be clearly and timely informed about changes through the annual
notification. The committee is exploring what the HCFA review process of health plan materials
contributes or fails to contribute to such beneficiary understanding of their benefit coverage and of their
rights and responsibilities under the Medicare program.

Before I get specific, I want you to know that I think the greatest problem is attitudinal in terms of advocacy
for the beneficiaries. The Medicare program exists for the beneficiaries, but decisions are not made with the
beneficiaries best interests at heart. The main players are the government, the HMOs which are mostly
publicly held companies, the medical profession, and last but not least, the beneficiaries. The government is
a political entity subject to many influences which effect its performance and decision making. HMOs are
interested in getting as many enrollees as possible and holding down costs. With respect to marketing
material, how many HMOs take great pride in how well their prospective enrollees or current enrollees are
informed, or is their pride in how many they enroll? I know there should be a balance here and perhaps the
reason I think there isn't is that my experience included Florida, famous for the ping-ponging of enrollees.
Medical practitioners are in a catch twenty-two. I believe that most want to give good quality care, but they
are often limited when they practice in the HMO setting.

There are two major problems with marketing. The biggest is the marketing representative. This is the man
or woman who sells the plan to the beneficiary. Unless things have changed, and I do not think they have,
they are paid on commission. The incentive is to enroll, not help the beneficiary make an informed
decision. When abused the effect can be disastrous to the beneficiary and the program. The solution is
obvious, but apparently not politically palatable- third party verification of enrollment by some entity other
than the plan.

The second problem is that material furnished by the plans is not standardized. Each plan is an individual
business with it's own way of presenting it's product. This is the competitive American way and is usually
healthy when applied to the population at large. However, the government contracts with these plans to
serve a targeted population of aged beneficiaries, some who are very alert and astute and many who are
vulnerable. I think it wise and fair to require them to temper their tactics in marketing to this population and
in providing them with information on their rights, for example, appeal notices.

One of the thrusts of the marketing material review process is to assure that the material is correct and is not
confusing to the beneficiaries. This includes advertizing as well as letters, contracts, notifications,
handbooks, and whatever else the plan sends to the beneficiary. The reviewer is on the alert. to notice
anything which doesn't meet requirements and anything which is confusing. Often the reviewer is under a
deadline. When a new contract is being processed the plan wants the material approved so that it can be
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utilized immediately when the contract is approved. It is significant to note that the above effort is with
respect to each plan individually. But from the beneficiaries point-of-view, that plan's material may be
expressed or arrayed differently from other plans they want to consider and that is confusing. The challenge
is how to permit plans their individuality and accommodate standardization and consistency across the
board.

You would also be interested to know that the review process is inconsistent among the regions. Some
regions are more strict than others. Some of this is dictated by the nature of the plans in the region. Some
plans in the Atlanta region were so abusive we had to be more strict. Some is due to regional leadership
attitudes orjust different levels of expertise in personnel. Some is due to the particular central office
personnel relating to their assigned region. I will generalize that implementation of national guidelines
could be standardized and made more consistent.

Unless it has changed, and I do not think it has, there is variance in what plans furnish their enrollees in
terms of annual notification. Some give clear information about changes and some do not. Some give
updated handbooks and some give addendums which are confusing to use and easily lost. HCFA could and
should have consistent requirements on this . I know producing a new handbook each year is expensive.
Perhaps a new handbook could be required only if there are significant changes.

The fact that some plans are withdrawing wholly or in specific counties because of the Risk Adjustment
Factor illustrates that profitability is the engine that runs the machine. It is unconscionable that we do not
have requirements which notify and protect affected beneficiaries. There may be other areas, and this is
certainly one, where HCFA could devise a standard form for this purpose and require that it be used. I
understand that some plans continue to enroll in areas from which they plan to withdraw. This should be
prohibited in the original contract and reiterated in any service area expansion. I can see how this works. if
the plan has a contract HCFA would be interfering with the plans right to enoll if it forbade continued
enrollment HCFA might even get sued by the plan. So nothing gets done. Another instance of decisions
being made without having the beneficiaries as first priority.

One of the problems for HCFA is allocation of resources to the managed care effort. Just before I retired I
was on a task force which recommended decentralization of the health plan contracting function to the
regional offices. This was recommended because it would eliminate duplication between the regional
offices and the central office, thereby freeing central office personnel to concentrate on much needed policy
and guidelines. This is another pendulum; centralization or decentralization. If it could be decided on the
basis of good management thought instead of turf battles the program would run more efficiently.

The management in each region decides how many employees will work in the managed care area. Thus,
the number of employees dedicated to managed care varies by region. In some regions there is a persistent
shortage of staff in this area. There is no mechanism in place to reallocate personnel from the HCFA central
office to the regional offices when such shortages occur.

Another resource problem is competence. Where do you get the skilled managed care workers? They must
be trained or hired from the industry. HCFA is often not salary competitive to get such workers. One answer
is to streamline and standardize, and even contract out if it can be done in a sensible way.

Two things in closing. First, I'd like to float the idea of a managed care ombudsmen at least in each region.
This person's office could both assist beneficiaries and support the oversight effort through experiential
feedback Second, though rm not on Medicare yet, I would like for you to know that I belong to a good
HMO. It communicates with me clearly, has many interesting health related programs, emphasizes
prevention, gives me an appointment the day I call in sick, and has treated me extensively when I was
seriously ill, and even paid all my bills when I was ill out of their service area.

Thank you for this opportunity.
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Chairman GRASSLEY. Thank you very much.
Each member will take 5 minutes for questions, and also let me

say this for everyone, including the next two panelists. We may not
be able to ask all of our questions orally today, so for members who
are here or not here, we would like the opportunity to submit ques-
tions to you for written response within 2 weeks, if that is doable
for you.

I am going to start with you, Ms. Schoen. Taking off from what
Senator Reed and Mr. Mulholland just stated about the ombuds-
man, don't you see your role as being somewhat of an ombudsman?

Ms. SCHOEN. Absolutely.
Chairman GRASSLEY. OK. And every State has one of those?
Ms. SCHOEN. Yes.
Chairman GRASSLEY. And that does not denigrate the suggestion

of Mr. Mulholland because his is within the HCFA organization.
Ms. SCHOEN. It strengthens it, actually.
Chairman GRASSLEY. Yes. In your experience with appeals,

where do the problems stem from that lead to an appeal? What I
am getting at is do a lot of the appeals you encounter come from
a lack of beneficiary understanding of their benefits and rights
under the program? It seems to me that a lot of folks are merely
given verbal assurance by the marketing representatives that
something is covered, and they do not get a complete description
of their plan benefits in writing.

Ms. SCHOEN. Yes. They go to these luncheons and sales presen-
tations, and they hear about certain coverage, and they leave and
sign up. And what we find is that they live in different commu-
nities-for example, Ms. Watts lives in a community of 40,000 ac-
tive senior citizens, and one will be on Medicare fee-for-service and
have a certain service covered, and another one will be in an HMO
and have a real struggle to get through. And they are not told
about their appeals process; they are just told, no, it is not nec-
essary for you to have that, and your doctor is telling you that, so
what are you supposed to do? If your doctor says you do not need
it, obviously, you do not.

So it is only when they hear from their neighbors that, yes, they
are entitled that they start calling and asking questions, and in
that regard, sometimes the doctor is put on the spot and goes to
utilization review, and they pass it off. I think most people do not
know they can appeal, and they do not.

Chairman GRASSLEY. Thank you.
Mr. Stringer, you were a consumer of Medicare+Choice, and you

stated that the information sent to you by the plan was misleading
and that HCFA could improve its oversight of plan materials and
marketing. What could have helped you that you did not receive
when you learned that your plan was leaving the market-and
please start with the most helpful thing and then, if you have time,
go to lesser things, but start with the most important.

Mr. STRINGER. First, certainly the idea that the Anthem contract
was only good for a year, and they could cancel with 60 days' notice
and have no right of appeal is an important fact that is not made
known even today.

Second, certainly the idea that premiums and benefits are sub-
ject to change with no notice or appeal is also important. And the
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fact that Anthem can cancel doctors or hospitals also with no notice
of appeal I think is also important.

The final point is that neither the HMO nor HCFA has any obli-
gation to help anyone who is being disenrolled to find alternative
coverage.

Chairman GRASSLEY. Thank you.
Ms. Watts, when you joined managed care as a Medicare bene-

ficiary, did you know that you were still in the Medicare program,
and if you did not know that, why not?

Ms. WATTS. No, no. Medicare was back there, and now, we are
HMO. The word "Medicare" is dropped then, and you become Care
America, you become Secure Horizons. I have to say that our plan
was dropped, also; my plan was dropped. And I asked why. it was
being dropped, because it fit my needs because of the vaccine, and-
that is the one that was up on the board before. I paid a premium
monthly, and then I paid a copay. They had it for 1 year, and they
canceled it. I asked why, and she said not enough people had en-
rolled. Then I asked my doctor why they canceled it, and he said
they were not making enough money.

Chairman GRASSLEY. Thank you.
Mr. Mulholland. do you think that if there were -greater stand-

ardization regarding benefits coverage documents, the reviewers'
job would have been easier and less mistakes would have occurred?

Mr. MuLHoLLAND. Well, I will say yes, but let me just say a little
more than that. They have a tremendous volume of information to
look at, and in this area, some of it is a little bit subjective, simply
because maybe some things are expressed differently in different
parts of the country. I think that if it were standardized better
across the country, it would make their job easier. -

Chairman GRASSLEY. I would follow up, then, with a question.
From your perspective being inside the bureaucracy of HCFA, why
is the agency reluctant to require plans to provide some sort of
standard coverage document that clearly and fully describes a
plan's benefits?

Mr. MuLHoLLAND. Well, I could be catty and say I cannot fathom
why, but I do know that there are a lot of pressures on the employ-
ees of HCFA. I know they are well-meaning people. It just seems
that it takes forever for things to get done sometimes-maybe most
of the time. And I do not mean to be evasive on this, but-

Chairman GRASSLEY. Well, let me help you. Are these pressures
that you refer to to avoid standardizing things or are they unre-
lated to standardizing forms because people are so busy doing
something else?

Mr. MuLHoLLAND. The latter. For example, when a new plan
wants a contract, all kinds of things enter into it, both in the cen-
tral and the regional office, and you are looking for a way to get
that done by a deadline because they are dependent on that. The
comments I made about resources having to do with the number
of resources as well as the training incompetence-I am not sug-
gesting people are incompetent, but there just are not enough com-
petent people on the staff to handle all this-I guess this is sound-
ing like an excuse-but those other activities, or the many activi-
ties they have, may well divert attention from this. Now, I do not
think it should, and I think there are many things that could be
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taken care of and established, and we would not be forever going
through all this.

Chairman GRASSLEY. But there is not a bureaucratic predilection
against standardization per se.

Mr. MULHOLLAND. The only thing I can recall is that there are
nuances of differences among regions, but I don't think that is a
good excuse for it. I really think it is something that should be ad-
dressed and handled. I don't think there is anybody who is just fer-
vently against it; I just think it has not gotten done.

Chairman GRASsLEY. Thank you.
Senator Breaux.
Senator BREAUx. I thank the chairman and the panel, particu-

larly Colonel Stringer and Ms. Watts, for coming from such a long
distance and for your contributions.

Mr. Mulholland, I take it that while you were a Federal em-
ployee, most of that time or a portion of it, you were covered by
the Federal Employees Health Benefit Plan?

Mr. MULHOLLAND. Yes. I am familiar with that brochure you
held up, and in fact I have used it many times to help decide.

Senator BREAUX. I am in the same plan, and all my staff are in
the same plan, and it seems to me that the information we get to
choose from every year is fairly clear and concise in the way that
it is presented and much more easily understood than proposals
that I have seen outlining Medicare+Choice and other private man-
aged care plans. Is that your impression, or do you disagree with
that?

Mr. MULHOLLAND. That is absolutely true, but there is a salient
difference in the two. One is that the Federal presentation of the
facts about what is covered, what is there, what you get, what you
pay for it, and that is what makes it so simple and easy to use.
The ones that the Medicare beneficiaries are encountering are con-
structed to sell something to them beyond what-the Federal em-
ployees are just information-

Senator BREAux. Yes, we have got to change that. If they want
to do business with the Federal Government, they are going to
have to come up after these changes are made and present it in
the same understandable fashion, or they are not going to get to
participate. It is going to be that simple. Congress is going to re-
quire HCFA to do that, and that is what they are doing with this
new plan here. They are saying, look, if you want to participate
and sell to the 10 million Medicare beneficiaries, you have to
present it in a fashion that is understandable, cut the advertising
out of it, and just present the facts, as the old saying goes. If you
do not want to do that, then do not sell; go and sell somewhere
else.

Ms. Watts, you must have not known that Julie Schoen was just
up the road doing all this good work.

Ms. WATTS. No. It was wonderful to find her. She is my chap-
eron.

Senator BREAux. Yes, sort of after the fact. I think this is an-
other problem. Here, you are in the same county in Laguna, Or-
ange County, and she is just up the road, doing all the wonderful
work to be an ombudsman, but you did not really realize that.
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So the question, Julie, is how can we let more Medicare bene-
ficiaries understand what the SHIP program actually does? How
can we make it more knowledgeable to all the 40 million Ameri-
cans under Medicare that there is someone who is going to help
them in this?

Ms. SCHOEN. I think part of it is that we are buried on page 6
of the appeals notice here. We are required to be put in the mar-
keting materials of the HMO; we are just somewhere on the last
page. So it just needs to be up front.

Senator BREAUX. More clearly spelled out and understandable.
Ms. SCHOEN. Yes, and we talked about do we need to be present

more at these sales presentations where they have the breakfasts,
and we do need to be more of a presence. We do not want to look
like we are endorsing a plan, but we do need to be more of a pres-
ence there; we even thought, well, we will have our volunteers shop
some of these sales presentations, and won't that keep them a little
more honest if they think there is a SHIP program volunteer in the
audience who is going to go back and report.

Senator BREAUX. Maybe even some public service announce-
ments, too, I think would be helpful in letting Medicare bene-
ficiaries know if these things are out there if they are having prob-
lems.

It seems that most of your problems, Colonel Stringer's problem
and Ms. Watts' problems have not been with deciding which plan
you wanted to go into but problems that you had after the plan was
there and not covering what you thought should be covered, and
with Colonel Stringer canceling without you knowing that they
could cancel.

So Ms. Cronin, who is sitting in the audience and is one of our
next witnesses, I notice that in the draft mock-up of what HCFA
is attempting to do, which I find to be very good, in the draft, you
have-I love the names of these plans, Mr. Chairman; even in the
mock-up from HCFA, it is called the Victory Plan. And what was
yours, Ms. Watts?

Ms. WATTS. Care America.
Senator BREAUX. Care America. Isn't that great?
Ms. WATTS. And Secure Horizons. They just get you with the

name if not the benefits.
Chairman GRASSLEY. The next one will have "Apple Pie" in it.
Senator BREAUX. Yes, the "Apple Pie Insurance Company."

[Laughter.]
I see that you do not have-I am speaking to HCFA, and they

can address it when they come up and testify-but they do not
have in the proposed Victory Plan, which is just an example, the
cancellation policy. I think that that would be very important to
have in there. It should be one of the first things that the policy
shows-can they cancel it after 12 months? Can they move out on
you any time they want? Make them spell that out when they
make their presentation, because the example we have does not
have any little column on cancellation policy for the company, and
I think that would be helpful. If a person knows that the policy
they are getting ready to buy can leave the county in 6 months, or
at any time without any notification, that is important information
that the person should be able to have as well.
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OK, you have been very helpful, and you have made some really
good points. The only other thing is on the appeals process. I have
been talking about how good the Medicare+Choice appeals process
is and advocating that instead of just letting people go to court and
file suit, but you talk about complicated-I never saw it spelled
out. Here it is in a chart, all these little dots about thing that you
would have to go through to appeal in Medicare+Choice, denial of
a benefit claim, go to first base, second base, then go back to first
base, circle home plate, go to third-they have all these terrible
things. It is not really that complicated. The Medicare+Choice ap-
peals process is really pretty good. You can get an expedited hear-
ing within 24 hours or 72 hours, and if you are not satisfied with
that, you can go to an external appeals process. If you do not like
the external appeals process decision, you can go to an administra-
tive law judge. If you do not like the administrative law judge's de-
cision, you can take them to court if it is over $1,000. It is a pretty
substantial procedure if you are denied benefits under the
Medicare+Choice. However, I will bet you 99 percent of the people
do not know that.

Ms. WATTS. Or they do not have the energy or the understand-
ing. I was fairly sophisticated in medicine, although it was a long
time ago, and my husband was on the board of Western Medical
Center when it was a nonprofit hospital for 18 years, so we were
more sophisticated in that department, and we became bulldogs.
We were determined that we were going to get an answer. I think
the geographic area needs to be touched on, because if you need
somebody, like I did, with Dr. Morton in Santa Monica, we should
be able to do that, because he is the only one. I did not have any
choice if I was going to continue to live.

Senator BREAux. Yes. Congratulations for your perseverance. It
obviously has paid off, and you are helping a lot of other people
today. Thank you very much.

Ms. WATTS. Thank you, Senator. Thank you for listening to me.
Chairman GRASSLEY. Senator Reed, and then Senator Collins.
Senator REED. Mr. Chairman, I want to thank all the witnesses

for their testimony. It has been very insightful. And I particularly
want to thank Mr. Mulholland for his kind endorsement of the om-
budsman, and particularly Ms. Schoen, because you are doing this
on behalf of the Medicare senior population. I think every State in
the country has a SHIP program. My thought is that such a good
program should expand to every managed care program in the
country, not just the Medicare managed care.

But I wonder, in terms of your experience, my sense is that de-
spite being there on the ground, if you will, and having the tools
to do this job, do you think you are reaching all the seniors who
have problems, and if not, why?

Ms. SCHOEN. No, no. When you think that there are 3 million in
California, and we are getting 62,000 in public education and
35,000 in one-to-one, no-we are just at the tip of the iceberg.

A lot of it is that we are small. We are pretty grassroots. And
California is one of the largest because we just have a long history
over a decade of service, and the other States have been following
suit and picking up on it. So managed care is relatively new, and
we are growing with it. We in Southern California dealt with it
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long before Northern California, and we were crying out about it,
and they were not listening to us. So we also had to get the mes-
sage out.

So I think we can make it stronger by letting people know we
exist through public service announcements and the things you
were talking about-and we do find that HCFA advertises us. They
put us in the Medicare handbook. We get lots of calls. It is just a
matter of them understanding what our role is. Our name in Cali-
fornia is confusing-the Health Insurance Counseling Advocacy;
Program-people think we sell insurance. So we have our own
things to work out nationally as an organization, but I do believe
that slowly, people are asking where is an ombudsman program,
and they are saying, oh, there is one, and it is SHIP. It is just
starting to come to the forefront as people get into the system and
realize the help that they need, but we are all growing with it.

Senator REED. And you have the wherewithal to grow, both the
financial resources, and are you projecting growth?

Ms. SCHOEN. We hope so. Senators Grassley and Breaux have
asked for increased funding for us, and we certainly hope that that
goes through. The State of California, of course, does fund us, and
that is why we were bigger in our State, because they have been
behind this for a long time. But we depend on our volunteers. If
we did not have 750 volunteers, we would not be able to do what
we are doing.

Senator REED. Let me ask you another question. When you look
at these ombudsman programs, there is the argument that in the
long run, or even in the short run, you actually save money for the
plans by resolving issues quicker, by preventing long-term delay
and actually getting treatment which would be necessary and ap-
propriate and resolving the issue before more expensive treatment.
Is that your experience, and can you document that?

Ms. SCHOEN. Absolutely. Our documentation probably is not as
sophisticated as it should be, and I would be the first to say that.
We are, as I said, kind of grassroots. But we help numerous times
throughout the week with early hospital discharges, and that is
fee-for-service Medicare as well as Plus-Choice. And we feel that
when we help people with those appeals, and they get the adequate
hospital stays, they are not showing up back in the hospital 2
weeks later with complications, adding to the burden of the Medi-
care system.

We are also great fighters of Medicare fraud, and people are com-
ing forward and reporting that to us. So on both hands, we feel like
we are trying to save Medicare money as well as Medicare bene-
ficiaries.

Senator REED. Now, I would assume that this concept as you
have seen it applied to the Medicare program would make perfectly
good sense for the broader population of HMOs?

Ms. SCHOEN. I would love to know there is a program like ours
for people of all ages, absolutely.

Senator REED. Thank you.
Let me ask Colonel Stringer and Ms. Watts, did you ever get the

impression that people were deliberately trying to mislead you?
Mr. STRINGER. Well, I think the HCFA approach has been to let

the HMOs market as vigorously as they are willing to do, because
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the perception at the national level is that they are going to save
more Medicare money for those who are not entering HMOs. And
that is a good thing for everybody-in fact the congressional intent
was clear, to try to drive down the Medicare costs. I think the ques-
tion is what will the traffic bear, and that is where we are now.

Senator REED. So you can detect behind all the paperwork and
so on the sense that the fewer people know and the less people ask
for, the more money is saved, and therefore, this is incentive?

Mr. STRINGER. If the HMO had told me in advance what rights
the HMO had to abandon me, I would never have joined. It is just
too much stress to cope with the possibility that any moment, you
could be dropped, and then you are helpless.

Senator REED. Ms. Watts.
Ms. WATTS. They could do that to me. I never realized they could

drop me. They did drop the plan that I had, and when we went to
them and talked to them in person at one of their famous meetings
and asked, 'What are you going to do with me now?" they said,
"Well, we are thinking about it, we are talking about it." And noth-
ing was ever done.

Senator REED. I believe in the GAO report, they cite different ex-
amples, and one example is where a plan was actually publishing
an erroneous figure for the prescription benefit. Have you found
those types of things?

Ms. WATTS. Oh, yes. They compete with each other, so they both
came up to a higher allowance, much higher than I noticed in the
article. I believe it is a $2,500 allowance for generic drugs, which
is very helpful to my husband, because otherwise, it would cost us
$600 a month.

My daughter used to work at the Rehabilation Hospital in Santa
Barbara, and she asked me to particularly say we need a patients'
bill of rights.

Senator REED. Thank you. How old is your daughter?
Ms. WATTS. She is 36 years old, and she worked at a very inter-

esting hospital in Santa Barbara that dealt with seniors and stroke
victims and so on.

Senator REED. So as a professional and also as a consumer, she
feels that we need a patients' bill of right.

Ms. WATTS. She was a fundraiser and grant writer. She also
helped me with this testimony.

Senator REED. Thank you. That is good testimony. And she is a
speech writer, too?

Ms. WATTs. Yes. [Laughter.]
Senator REED. Thank you very much. You have a charming and

talented and I am sure multifaceted daughter, and I appreciate
that comment.

I want to thank the panel for your contribution today. It really
does put a human dimension to this issue, and I think it will give
us more energy in terms of trying to get the information out in a
simple, understandable form, comprehensively, so that people can
really take advantage of what they pay for-and what we pay for.

Thank you, Mr. Chairman.
Chairman GRASSLEY. Thank you, Senator Reed.
Senator Collins.
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Senator CoLLINs. Thank you very much, Mr. Chairman, and
thank you for calling this very important hearing this afternoon.

As we all know, the Balanced Budget Act of 1997 greatly ex-
panded Medicare beneficiaries' choice of health plans, and thanks
in no small part to our chairman and our ranking minority mem-
ber, there were provisions included, which I cosponsored, which
were designed to ensure that what we have just heard happened
would not happen. Those provisions were designed to provide Medi-
care beneficiaries with the information they needed to make in-
formed choices among the competing health care plans, so I think
it is a great disappointment to us to learn that so far, the best ef-
forts, particularly of our Chairman and Ranking Minority Member,
have been frustrated, or at least, not yet realized.

I am particularly concerned about this because in the State of
Maine, we have a disproportionately elderly population, and thus
this is of great concern to me. In Maine, we have only one HMO
serving Medicare beneficiaries at this point, so my hope is that be-
fore Medicare+Choice managed care penetrates Maine further, that
we can straighten out all of these problems that you have helped
us better understand today.

I do appreciate all of your testimony as well, and I do have a for-
mal statement, Mr. Chairman, that I would like to put in the
record if I may.

Chairman GRASSLEY. Without objection, it will be received.
[The prepared statement of Senator Collins follows along with

the prepared statement of Senator Craig:]

PREPARED STATEMENT OF SENATOR SUSAN COLLINS

Mr. Chairman, thank you for calling this afternoon's hearing to discuss two cru-
cial related issues. One is the quality of the information that managed care plans
distribute to Medicare beneficiaries detailing their rights and options. The other is
what the Health Care Financing Administration should be do to ensure that this
information is clear, complete, and reliable.

The Balanced Budget Act of 1997 greatly expanded Medicare beneficiaries' choice
of health plans with its creation of the Medicare+Choice program. Thanks in no
small part to the Chairman and Ranking Minority Member of this Committee, the
BBA also included provisions designed to provide Medicare beneficiaries with the in-
formation they need to make informed choices among competing health plans in the
Medicare+Choice program.

The Balanc Budget Act requires the Health Care Financing Administration to
provide beneficiaries with basic comparative information about plan benefits, pre-
miums and out-of-pocket costs. However, for detailed information about their rights
and benefits under a specific managed care plan, Medicare beneficiaries must rely
upon the materials developed by the plan. Strict HCFA oversight is therefore critical
to ensure that these communications are complete, correct, and understandable.

This is increasingly true as more and more Medicare beneficiaries are attracted
to these new options. In the last three years, Medicare managed care enrollment
has nearly doubled, and today, approximately 7 million of Medicare's 39 million
beneficiaries-more than 17 percent-have enrolled in managed care plans.

It simply does not make sense to provide a dazzling array of new options for bene-
ficiaries without making sure that they have the information they need to navigate
the system and make the right health plan choice for their health care needs. HCFA
has both the authority and the responsibility to approve all of the information dis-
tributed by health plans. Because the agency's leadership in this area is so critical,
the testimony from our first panel of witnesses this afternoon troubles me deeply.
So does GAO's finding that HCFA's oversight.has fallen short of the mark and has
not guaranteed the accuracy and completeness of the materials that Medicare bene-
ficiaries rely on for important information about their benefits and appeal rights.

These are critical issues for our Nation's Medicare beneficiaries, and I look for-
ward to working with the Administration and the Members of the Special Commit-
tee on Aging to find ways to resolve them.
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PREPARED STATEMENT OF SENATOR LARRY CRAIG

I would like to thank the chairman for holding this hearing today regarding Medi-
care managed care marketing materials. I would also like to thank ch of the wit-
nesses for taking the time to appear before the committee to testify.

Medicare+Choice builds on the existing Medicare program, which allows health
maintenance organizations (HMOs) to enter into risk contracts with the Health
Care Financing Administration. Under.-Medicare+Choice, Medicare beneficiaries
have the opportunity to choose from a variety of private health plan options and
the health care plan that best suits there needs and preferences.

The Health Care Financing Administration provides guidelines for marketing ma-
terial language to each of the managed care organizations with whom they contract.
However, these guidelines. are only suggestions. HCFA' review process does not en-
sure the plan information provided to the beneficiary is complete and offers suffi-
cient guidance.

Today, we are here to explore whether the HCFA review process contributes or
fails to contribute to beneficiaries understanding of their coverage options and of
their rights and responsibilities under the Medicare Program.

It is crucial that Medicare beneficiaries have a clear understanding of the man-
aged care system, not only prior to entering into the contract with the health main-
tenance organization, but after enrollment as well.

Again, I would like to thank the Chairman and. our panel of witnesses here today.
The insight you provide will be of great assistance to us as we focus our attention
on what the necessary steps are to ensure that Medicare.beneficiaries receive qual-
ity information which they can use to make informed health care decisions.

Thank you.

Senator COLLINS. Ms. Schoen, you mentioned in your testimony
that some providers have been hesitant -about referring their pa-
tients to you or exercising the appeals process, and they have actu-
ally been discouraged in some cases from filing an appeal on behalf
of a patient. And when Ms. Watts was talking about that, she for-
tunately had the determination and the energy to go forward with
her appeal. It struck me that you have identified a potentially very
serious problem because some Medicare beneficiaries, particularly
if they are struggling with a serious illness, are just not going to
have that determination to appeal and will need to rely on the pro-
vider to carry that burden for them, or your office and the other
SHIP programs.

Are you aware of any situations in which providers have actually
said to you that they were reluctant to appeal? Aren't there protec-
tions in the Medicare law or in the Balanced Budget Act that
should prevent this kind of situation? Do we need to do more in
this area?

Ms. SCHOEN. Yes. I am not sure how we can. It is so subtle. The
provider that I mentioned that was filing the appeal wanted to file
the appeal and was told by the medical group not to get involved.
This really took us aback, but then he went ahead and did file the
appeal because he felt so strongly that she needed the surgery. And
I am not sure if anything happened as far as repercussion.

In Orange County, the capitation rate is very good. It is almost
$600 a month per beneficiary, with the HMO taking what we
guesstimate as about 20 percent of the top and then trickling the
moneys down to the different organizations. We understand the
physicians receive anywhere from $30 a month or so per patient,
so it is good business. But then, access to the specialist dips into
that money.

We would love to know more about how that system works or
how it is set up. It is very vague and elusive to us. And when we
have talked to HCFA from time to time about why can't it be that
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only a certain amount of money can be used for a budget for adver-
tising, and so much has to go into patient care, and CEOs only get
so much of a their salary out of this-when we ask why that can-
not be done, they say, well, once HCFA do that contract, it is their
money to trickle down as they see fit as long as they provide serv-
ices to the Medicare beneficiaries, and I do not quite understand
that.

So maybe something along those lines, where it did not make it
such an incentive not to provide the service, if there were a better
way of distribution. I do not know. I am not an economist by any
means.

Senator COLLINS. Is the underlying fear that the health care pro-
vider's contract with the HMO would be jeopardized if they rep-
resent their patients in an appeals process or trigger appeals too
often?

Ms. SCHOEN. Yes, I feel so. A woman called me-we have a bank-
ruptcy now of a big medical group in our county, and we were con-
tacted and told that two women who needed ambulance transpor-
tation were not going to be transported. They were told that that
could not be done for them. Then she called me back and said, "I
am sorry I reported that. It was not necessary. My supervisor tells
me now that I reported to you, there will be repercussions."

And I said no, there would not be. We talked to HCFA about
trends and things that we see, but HCFA does not have time to
hear all the individual cases, and we do not call HCFA on the
phone for each individual case. But there is a perception that they
will not get referrals if we are involved.

Senator COLLINS. That is very troubling to me for just the reason
that Ms. Watts outlined.

Mr. Mulholland, you talked about the difficulty that HCFA has
had in reviewing these contracts. How high a priority did HCFA
place on a careful review? Was there training done of the regional
offices? Was this emphasized as an important responsibility?

Mr. MULHOLLAND. I think the answer to that is to say it would
be the very top priority of especially new contracts. That is what
the staff spent most of its time on. And second, they spend time
on what they call annual reviews or periodic reviews, going back
once the HMO is in operation to see whether they are really oper-
ating under their contract, and that takes a lot of person power.

The predominant training would be on-the-job training, usually
with one or two senior people on the staff. I do not know how it
is now, but when I retired, the central office had gone a long way
in designing periodic, concentrated central office training for new
people and refresher training. I started out with Social Security,
and they had tremendous training for new entries into the organi-
zation, but they would all come in a class. But in HCFA, people do
not come in a class. They come in individually, today, tomorrow,
the next day, and so on, so it is hard to have that done in a formal
fashion. But they were really doing a good beginning when I re-
tired, and I do not know what the situation is now, but most of it
was on-the-job training.

Senator COLLINS. We will follow up with HCFA on that issue.
My time has expired, but I have just one final comment. I think

it is interesting that both Mr. Mulholland and Mr. Stringer have
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talked about their good experiences with HMOs in different set-
tings. That suggests to me that we need to be careful to distinguish
among those HMOs that are doing it right, that are providing the
information that is needed and the care that is promised, from
those that are not. And we can certainly learn from the experience
of those HMOs that are doing it right, that are providing bene-
ficiaries, whether in the private sector or in Medicare or in other
programs such as our programs, with the information we need to
make informed choices, and certainly all HMOs should be held to
that standard.

Thank you, Mr. Chairman.
Chairman GRASSLEY. Thank you, Senator Collins.
We are not going to have a second round of questions because we

will keep our second panel too late. But as Senator Reed said, real
life experiences are very important, because you are where the rub-
ber meets the road as far as our national policy is concerned. So
we thank you for your testimony, and as I indicated, there might
be some questions in writing, and we would appreciate your co-
operation in that.

Thank you all very much.
Chairman GRASSLEY. Now I would like to introduce our second

panel. The first witness is Carol Cronin, who is director of the Cen-
ter for Beneficiary Services at HCFA. Previously, Ms. Cronin
served as senior vice president for Health Pages, a New York City-
based consumer health magazine, which is also an online service
providing community-specific comparative information about doc-
tors, hospitals, health plans and other providers through partner-
ships with major newspapers and large employers. In this position,
she also oversaw the collection and presentation of commercial and
Medicare managed care information. In the past, Ms. Cronin has
served as part-time executive director of Managed Health Care As-
sociation. She will discuss HCFA's process for reviewing'
Medicare+Choice marketing materials and explain -how HCFA com-
municates beneficiary rights and responsibilities under the
Medicare+Choice program.

Second, we have Dr. Scanlon with us again. We can hardly have
a hearing without him, and we appreciate very much the~ help of
his organization. Dr. Scanlon is director for Health Financing and
Systems Issues at the U.S. General Accounting Office, and he will
give us an overview of HCFA's process of reviewing
Medicare+Choice plan materials. He will also recommend ways to
improve HCFA's review process of these materials. The GAO re-
ports on HCFA's review of plans' marketing materials and the ap-
peals process, as I said in my opening statement, are being re-
leased at this hearing today. We thank Dr. Scanlon for moving that
process along so we could have this hearing.

We will start with Ms. Cronin. Thank you very much for being
here.
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STATEMENT OF CAROL CRONIN, DIRECTOR, CENTER FOR
BENEFICIARY SERVICES, HEALTH CARE FINANCING ADM1N-
ISTRATION, WASHINGTON, DC

Ms. CRONIN. Thank you. Chairman Grassley, Senator Breaux,
distinguished committee members, thank you for inviting me to
discuss oversight of Medicare+Choice plan marketing and appeals.

I would also like to thank the GAO for its constructive report
which will help us improve enforcement in these two important
areas. I also want to note that I have quite a few staff here, and
we were listening very carefully, and we want to thank the wit-
nesses on the previous panel as well, because we take very seri-
ously the issues that they raise.

We agree with all the Senators' opening statements that bene-
ficiaries must receive accurate information about benefit rules and
appeal rights. This is something that I have spent, as you indi-
cated, quite a bit of my time over the last several years working
on, and I cannot emphasize enough the importance of the informa-
tion being accurate.

We are striving to meet this objective with our National Medi-
care Education Program. The testimony given this afternoon makes
it quite clear, and these charts will probably indicate as well, that
we need to do more, and we are doing more.

First of all, we are very interested in investigating the violations
identified in the GAO reports and taking appropriate action.

Other things that we are doing relevant to the topic-we are de-
veloping a new system to monitor beneficiary appeals at the plan
level. e have never done this before. We have never standardized
the way in which liMOs collect information about the appeal before
it gets to the external appeal vendor, so we are starting to stand-
ardize in that area. I want to emphasize that the notion of stand-
ardization will recur through most of my comments.

We are also going to be working on some unfinished business
around Medicare appeals in terms of how beneficiaries must be no-
tified that services are being reduced or discontinued. A part of our
regs addressed the appeals, but there was some unfinished busi-
ness, and that is part of it.

As indicated in the GAO report, we will as part of our oversight,
sample denied claims that were not appealed. Currently, in terms
of our oversight, we look at claims that were appealed, but we fully
agree with the suggestion that we look at claims that were not ap-
pealed to assure that plans are properly notifying beneficiaries of
appeal rights.

We are also making further revisions to our protocol for monitor-
ing plato specifically address whether appeals are handled prop-

of January 1, 2000, we are requiring plans to provide bene-
ficiaries upon request with a wide range of information including
the number of appeals filed, the number decided in beneficiaries'
favor, and the timeliness of the process. We think that this and
other information will help us better monitor plan performance and
motivate plans to improve responsiveness. We are also going to be
starting a survey of beneficiaries, or continuing our activities
around survey, but looking specifically at beneficiaries who dis-
enroll to better understand the extent to which any issues around
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misleading marketing materials might in fact have influenced their
decision to enroll and then their subsequent decision to disenroll
because it is not what they thought it was.

For marketing materials, we will no longer assume that plans
have made required changes without seeing the corrected docu-
ments themselves. This was another very specific finding of the
GAO.

We are also looking-and this addresses some of Mr.
Mulholland's comments-to implement a pilot project to test
whether centralized review of marketing materials by an independ-
ent contractor will improve the process. That is something that we
have been working on for a while, possibly when Mr. Mulholland
started at HCFA, but we are actually implementing that pilot now.

Senator Breaux referred to the Summary of Benefits. This is the
result of a lot of work since last year and since the direction of this
committee to try to develop a piece that would, hopefully in simple
English, give some basic information in a standardized format,
kind of key information about the plan, and then go through a
standardized way of describing the benefits, leaving at the end, the
last couple of pages at the end, an opportunity for plans to put in
more customized features. So we do allow some opportunity for
customization, but the rest of it is standardized.

I might also add that per the Senate Aging Committee's desires,
we are also looking now at standardizing the rest of the marketing
materials that beneficiaries will receive, the evidence of coverage
and other types of materials, so that in fact, hopefully, this time
next year, we will be able to show you other examples of standard-
ized marketing materials.

I want to emphasize that this is a draft. We want to focus group
test this with beneficiaries to make sure that it is in fact under-
standable, and we also want to make sure that we get public com-
ment on it as well.

We are also working on standardizing a lot of other materials,
and particularly relevant to the former panel, we are going to be
standardizing the denial notice that beneficiaries receive so that in
fact it will be quite clear what their rights are, why they were de-
nied and what they are supposed to do next.

One thing that is going to be helping us in all of this is that we
are also standardizing the way in which we collect information
from the plans, so at the front end of this whole process, we are
standardizing our data collection, and that will allow us to stand-
ardize information in some of the information materials that we
conduct through the National Medicare Education Program.

There is more we can talk about, and I would be happy to an-
swer questions on this. I think it is fair to say that we take this
very seriously. We are working to address marketing and appeals
problems, and we appreciate the committee's leadership, and you
have provided leadership in this area, and the GAO's important
work in pinpointing needed improvements.

Thanks very much.
Chairman GRASSLEY. Thank you.
[The prepared statement of Ms. Cronin follows:]
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Chairman Grassley, Senator Breaux, distinguished committee members, thank you for inviting me

to discuss oversight of Medicare+Choice plan marketing and response to beneficiary appeals of

care denials. I would also like to thank the General Accounting Office (GAO) for its reports,

which will help us improve enforcement of requirements for plans in these two important areas.

Managed care and the other types of private insurance plans that comprise Medicare+Choice are

important as voluntary options along with original fee-for-service Medicare. We are committed

to ensuring that Medicare+Choice continues to grow and flourish.. For Medicare+Choice to

succeed, beneficiaries must receive accurate information about.plan benefits, rules, and rights to

appeal denials of coverage. We are striving to meet this objective with our National Medicare

Education Program. It is incumbent upon health plans, as our partners in this effort, to work with

us to ensure that beneficiaries receive accurate information. However, as the GAO reports make

clear, misinformation and abuses in marketing and of beneficiary appeal rights have not been

adequately addressed.

In 1997 and 1998, the Health Care Financing Administration (HCFA) issued managed care

marketing guidelines and established the strongest appeal rights for managed care beneficiaries

anywhere in the country. However, the new GAO reports make clear that we must do more to

ensure that beneficiaries receive accurate information about their rights and options.

First, we must send a loud and clear message to the industry that we are taking enforcement very

seriously. We will start by investigating the violations identified by the GAO and impose

sanctions where appropriate.
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Today, I am announcing that we are taking several additional steps to strengthen oversight and

enforcement, many of which are already underway.

We will no longer assume that plans have made required changes without seeing the

corrected documents ourselves.

* We will soon implement a pilot project to determine whether centralized review of

marketing materials by an independent contractor will improve the process. Our

expectation is that centralized review by fewer people will result in more uniform

decisions, and that use of an independent contractor will provide HCFA staff with more

time for other oversight activities. We have already let a contract and selected 12 plans to

participate in this demonstration, which we expect to begin soon.

We are well on our way to implementing standard formats and language for use in the

Summary of Benefits documents that plans provide to beneficiaries. This action was

recommended to us by this Committee last year, and we believe it will enable beneficiaries

to make apples-to-apples comparisons among plans more easily. We expect to release a

draft for public comment this Spring, and will require ,lans to use the standardized

Summary of Benefits in time for this Fall's open enrollment season.

* We will be consumer testing model language for enrollment, appeals, and care denial

forms. Once we are sure that this model language is clear and helpful to beneficiaries, we

will require that standardized forms be used by plans.

We are moving to require plans to use a standardized format for submitting the detailed

information about benefits, premiums, and cost-sharing. This is the information that we

use to review the accuracy of marketing materials and the financial soundness of benefits

packages. The new format will reduce the need for separate data collection and

verification efforts. It will help flag plan policies that violate Medicare policy, for

example, requiring a referral for mammography. And it will make it easier for the

independent contractor that hears beneficiary appeals to make judgments based on a clear,

standardized description of plan benefits and rules.

We are defining requirements for a new system to monitor appeals at the plan level, which

until now have never been tracked by HCFA.

2
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We require that all denial notices be in writing, include a detailed explanation of why care -

does not meet coverage criteria, and explain enrollee appeal rights. -

We will issue a proposed regulation detailing when and how beneficiaries must be notified

that services; such as skilled nursing facility care, are being reduced or discontinued by the

plan.

And we are revising our protocol for monitoring plans to specifically address whether a

plan and its provider groups handle appeals as required.

Markefing

An important information tool that Medicare beneficiaries use when choosing Medicare+Choice

plans is called the Summary of Benefits. In the past, plans have been given wide discretion in

developing their particular plan benefit descriptions. As a consequence, the material provided to

beneficiaries has varied widely from plan to plan in format, content, and terminology. As this

Committee has pointed out, this variation has made it difficult for beneficiaries to make easy

comparisons of benefits offered by different plans.

To address this variation, we have been working in consultation with beneficiary advocacy

groups, the health plan industry, State regulators, and the Federal Trade Commission to develop a

standardized plan benefit document. This new standardized document will govern coverage and

benefit information and materials distributed to-beneficiaries by managed care plans. It will be

based on a universal, menu-driven template that allows health plans to choose from a list of items

applicable to its offerings. The form will contain three main sections:

a beneficiary information section, providing information on the Medicare managed care

program in general terms;

* a benefit comparison section informing beneficiaries of the benefits offered as compared to

original, fee-for-service Medicare; and

* a special features section where plans may provide additional information, such as

provider network information, clinic location maps, graphics, etc.

3
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Beginning with the November 1999 open enrollment period, all Medicare+Choice plans will be

required to use this standardized format when describing or comparing their benefits in marketing

activity. We expect to distribute the new standardized format to all plans by the end of May

1999, after which we will conduct training sessions on how to use the format.

In addition, after consulting with beneficiary groups and plan representatives, we will require

standardization of other beneficiary notification materials, including enrollment application forms

and materials related to complaints. We anticipate that these new standardized materials will be

ready for use in the Fall of 2000 for the annual beneficiary education campaign.

Currently, review of plan marketing materials is conducted primarily by staff in HCFA's ten

regional offices across the country, in coordination with HCFA's central office in Baltimore. We

share the concern of the GAO and the managed care industry regarding the inconsistency in our

marketing review decisions and our interpretations of national marketing regulations and

guidelines. We are aware that the subjectivity of different regional office reviewers has in the past

led to different approval or rejection determinations by multiple reviewers on identical, or nearly

identical, marketing materials. In addition, local market operational factors that affect health

plans and regulators at the local level have influenced the reviewers' interpretation of regulations.

Our review process must be improved so that conflicting review of plan materials is minimized

and consistency and uniformity in decision-making is maximized.

One key step in improving the current process is to revise how plans transmit the plan benefit

information to HCFA at the outset. In the past, such information has been supplied by the plans

in multiple formats and with non-standardized terminology to describe the benefits provided by

the plan. This has made it difficult for HCFA review staff to determine the actual type and scope

of benefits provided by the plans.

As mentioned above, to address the inconsistency in the information provided by plans and the

reviews conducted by HCFA staff, we have developed a new standardized form for plans to use in
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providing detailed descriptions of their benefit package to us. This new form will provide us with

more detailed benefit information in a standard format, using standard terminology to facilitate a

more accurate and consistent review of marketing materials. This standardization promotes our

goal of providing beneficiaries with accurate information with which to make health plan decisions

by assisting our review staff in determining whether plan marketing material complies with current

Medicare law, and ensuring that plans are indeed providing the benefits they are marketing to

beneficiaries.

Furthermore, the new standardized format will assist our independent contractor that hears

appeals which have been rejected by plans to more quickly and accurately adjudicate beneficiary

appeals. When beneficiary coverage disputes arise, the standardized format will allow the

independent contractor to readily determine the scope of the plan's benefit package, as well as any

exclusions or fees associated with the disputed benefit or coverage decision.

We anticipate that the new standardized form for transmitting benefit information will be fully

implemented in 2001, as recommended by the GAO.

In addition to steps mentioned above, we are taking the following steps to further improve our

plan marketing review process:

* directing our Medicare Managed Care Marketing Product Consistency Team, which

includes representatives from HCFA's ten regional offices and our central office, to review

and actively address the GAO findings;

requiring annual training sessions for HCFA staff engaged in Medicare managed care

marketing review activities whenever new marketing policies are implemented; and

updating the Medicare Managed Care National Marketing Guide, in consultation with the

managed care industry and beneficiary advocacy groups, for use in the marketing material'.

review process.

5
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We recognize and acknowledge the importance of establishing standard formats and common

language for all managed care appeal-related information.

* Recently, we gave all managed care plans model language for the Notice of Discharge and

Appeal Rights form issued by plans. This notice informs all beneficiaries in inpatient

hospital settings of their appeal rights when they are discharged from the facility.

* We are developing model language for service and payment denial notices issued by plans,

and are requiring that the denials be made in writing by the plan and explain in detail why

the care does not meet the plan's coverage criteria.

And, in collaboration with the regional offices, we have developed model language for

enrollment letters and forms sent to enrollees by managed care plans. This model

language will ensure that plans meet all of our enrollment notification requirements when

they distribute this information to eligible enrollees.

This model language is currently undergoing consumer testing. Once refinements are made to the

language and we are confident that the language is understandable to beneficiaries, we will require

all plans to use this standard language.

Appeals

Effective and efficient systems to appeal managed care plan coverage denials are essential. The

Clinton Administration has made appeal rights for Medicare+Choice beneficiaries among the

strongest for any managed care enrollees in the country, and it is incumbent upon us to ensure

that these rights are enforced. Since August 1997, plans have been required to:

respond within 72 hours on appeals of care denials that could jeopardize life, health, or

ability to regain maximum function

* respond within 30 days to all other appeals of service denials;

* state the reasons for a denial in writing;

* use denial notice forms that describe beneficiary appeal rights;

* accept oral requests for expedited appeals;

* follow up verbal notifications in writing within two working days;

* grant automatically all physician requests for expedited appeals; and

6
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maintain logs and periodically report on requests for expedited appeals.

Since the federal government is the largest purchaser of managed care, our expedited appeals

regulation for urgent care cases set a new, higher standard for the entire managed care industry.

All appeals rejected by plans are automatically forwarded to our independent appeals contractor

for independent review, with no monetary threshold or other barrier. This independent

contractor, currently the Center for Health Dispute Resolution, is also required to act on

expedited appeals within 72 hours, and within 30 days for all other service denials.

Beneficiaries have up to 60 days to appeal decisions of the independent review process to the-,

Department of Health and Human Services Administrative Law Judges. These appeals must

involve at least $100, and there is no time limit on Administrative Law Judge action.

Beneficiaries have up to 60 days to request a review of Administrative Law Judge rulings by the

Department of Health and Human Services Appeals Board. Finally, beneficiaries have up to 60

days after an Appeals Board decision to request federal district court review for cases involving at

least $1000.

Medicare+Choice beneficiaries are informed of their appeal rights at the time of initial enrollment,

upon every denial of service or payment, in notices provided when they are admitted and

discharged from hospitals, in the annual Medicare & You handbook, and in the detailed

description of benefits plans provide known as the Evidence of Coverage. Enrollees also can get

information by calling our toll-free telephone service at 1-800-MEDICARE (1-800-633-4227).

Medicare also provides extensive appeal rights in fee-for-service, where most appeals are filed by

providers. But managed care appeals are essential to beneficiaries because the incentives are so

very different and denials come before, rather than after, care is delivered. Beneficiaries must be

confident that managed care incentives to reduce unnecessary care will not be allowed to limit

appropriate care, and we are committed to strengthening and refining the Medicare+Choice

appeals system as appropriate.
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The GAO report highlights areas where the Medicare+Choice appeals system can be refined and
our oversight strengthened. We generally concur with the report's recommendations and will
work to implement them.

Our beneficiary research tells us that the vast majority of beneficiaries are satisfied with the care
Medicare+Choice plans provide, and have never filed appeals. Until now we have not gathered
statistics on appeals at the plan level. We do know now that in 1998, with more than 6 million
beneficiaries in managed care plans, our independent appeals contractor reviewed only 14,745
cases. Of these, 22 percent were decided in the beneficiary's favor. We recognize that the
appeals process will become more important when-beneficiaries, under the Balanced Budget Act,
are no longer allowed to disenroll from plans on a monthly basis.

We are now requiring plans to collect data and, as of January 1, 2000, report to beneficiaries the
number of appeals filed, the number decided in beneficiaries' favor, and the timeliness of the
process. We will be collecting this and other appeals data ourselves, including:

how many cases are resolved at the plan level;

* the average and maximum length of time each plan takes to resolve appeals;
the percentage of plan rulings that occur within the mandated time framnes;

This and the other information we will collect will help us:

* better monitor plan performance;

motivate plans to improve responsiveness;

determine whether any new plan standards need to be set or any specific interventions
warranted to improve the system;

* understand the types of services being appealed;

* ensure that beneficiaries have full access to and understanding of their appeal rights; and
* target specific beneficiary groups who may need additional assistance in understanding

their appeal rights.

We are surveying beneficiaries who have disenrolled from a Medicare+Choice plan to better

8
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understand the extent to which care denials and improper appeals procedures may be involved in

decisions to disenroll.from.plans. We should have our first report of the findings by mid-2000.

We also are testing a process whereby beneficiaries can request a disenrollment from via

Medicare's toll-free help line, 1-800-MEDICARE (1-800-633-4227), and this will also allow us

to ask beneficiaries directly why they are leaving a plan at the time they are leaving. This should

provide another helpful way to monitor potential problems with plan appeals information.

We are planning to sample denied claims for further review to ensure that plans are implementing

their internal processes in the required manner. Our June 1998 Medicare+Choice regulation

makes explicit that plans themselves are ultimately accountable for their appeals processes,

regardless of whether they are handled by a subcontractor. And we are considering regulations to

establish a standard grievance procedure to ensure consistency among all Medicare+Choice

organizations.

CONCLUSION

Medicare beneficiaries and those who help them make decisions about their health plan options

need and deserve accurate, reliable information. We are doing a great deal to address problems

with marketing and appeals identified in the GAO reports. And we will ensure that beneficiaries

receive clear and accurate information about the rights and options in the Medicare+Choice

program. We appreciate this Committee's leadership in this area, and the important work that our

colleagues at the GAO have done in pinpointing aspects of our program that need improvement.

9
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VICTORY HEALTH PLAN

This Summary of Benefits is meant to highlight some of the important aspects of the Victory
Health Plan. It should not be used as a complete listing of your health care coverage under this
plan. To help you compare Victory Health Plan with Original (Fee-for-Service) Medicare, were
giving you some information on the benefits that Original Medicare covers and what we cover.

The Medicare Program allows you to choose among different Medicare options. You may
choose Original Medicare or you may choose to enroll in a Medicare + Choice plan. You make
the decision. No matter what you decide, you are still in the Medicare program.

We are Victory Health Plan, a Medicare + Choice HMO, offered by Victory Services, Inc.
We offer the same benefits that Original Medicare offers. We also offer additional benefits, which
may change from year to year. If you are thinking of joining Victory Health Plan, there are a few
things you need to know

* In most cases, to get benefits under our health plan, you must get care from the doctors,
specialists and hospitals in our network

* The doctors, specialists and hospitals in our network may change during the year.
* You may have to pay for the services that are not arranged for or provided by Victory Health

Plan. Original Medicare and Victory Health Plan may not pay for those services.
* If you have or are eligible for employer group coverage, you should talk to your employer

before making a decision.

* If you have Medicare supplemental insurance that fills gaps in Original Medicare, you may
not need it if you join Victory Health Plan. You should carefully consider what you need
before making a decision, because you may not be able to get this supplemental insurance
back if you drop it.

* You have the right to appeal a denial of services. If a service is denied, you will receive a
detailed explanation from us.

The service area for this plan is: Baltimore City, Baltimore County, Howard County, Carroll
County and Anne Arundel County.

If you have special needs, this Summary of Benefits may be available in other formats.
Please call Victory Health Plan at 1-888-123-4567 (TTY 1-877-987-6543) for more
information.

For more information on Medicare health plans, please call 1-800-633-4227
(TTY 1-877-486-2048).

2
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VICTORY HEALTH PLAN
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PREMIUM * You pay the Medicare Part B
premium of $45.50.

NOTE: This is the 1999
amount and may change
January 1, 2000.

* You pay $30 for each month.

* You also pay dhe Medicare
Part B premium.

DOCTOR AND * You may go to any doctor, In most cases:
HOSPITAL CHOICE specialist or hospital that * You must go to plan doctors,
(See below for Emergency accepts Medicare. specialists and hospitals.
and Urgently Needed Care)

* You need a referral to go
to non-plan doctors, special-
ists or hospitals.

* You need a referral to see
plan specialsts.

DOCTOR OFFICE * You pay 20% of Medicare * You pay $5 for each primary
VISITS approved charges; annual care doctor office visit.

deductible applies.
* You pay $10 for each

specialist office visit.

OUTPATIENT * You pay 50% of Medicare * You pay $20 for each
MENTAL HEALTH approved charges; annual individual visit.
CARE deductible applies.Y

* You pay $10 for each
group visit.

OUTPATIENT * You pay 20% of Medicare * You pay $20 for each
SUBSTANCE ABUSE approved charges; annual individual visit

CARE deductible applese. * You pay $10 for each

group visit

3

* Each year, you pay ONE $100 deductible. If your doctor does not accept assignment from Medicare,

you pay any charges up to 115% of the Medicare approved amount.
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VICTORY HEALTH PLAN

a~~~~~~~~~~~~~~~~FO M RB FR111111
OUTPATIENT
SURGERY

* You pay 20% of Medicare
approved charges for the doctor;
annual deductible applies.-

AND
* You pay 20% of outpatient

facility charges; annual
deductible applies.*

* You pay $25.

EMERGENCY * You pay 20% of the facility You pay $30 for each emer-
ROOM CARE charge for each emergency room gency room visit; you do
(You may go to any visit; you do not pay this amount not pay this amount if you
emergency room) if you are admitted to the hospital are admitted to the hospital

within 1-3 days of the emergency for the same condition.
room visit; annual deductible
applies. * Not covered outside the U.S.

AND except under limited
* You pay 20% of doctor charges; circumstances.

annual deductible applies.-
* Not covered outside the

U.S. except under limited
circumstances.

URGENTLY * You pay 20% of Medicare * You pay $10 for each visit at
NEEDED CARE approved charges; annual the doctor's office.
(Not emergency room deductible applies.** You pay $25 for each visit at
care, and in most cases * Not covered outside the U.S. the urgent care facility.
out of Service Area) except under limited circum- * Not covered outside the U.S.

stances. except under limited circum-
stances.

AMBULANCE * You pay 20% of Medicare * You pay $15 for each ride in
SERVICES approved charges; annual an ambulance; you do not pay
(Medically necessary deductible applies. - this amount if you are
ambulance services as admitted to the hospital.
described in Medicare
guidelines)

4

* Each year, you pay ONE $100 deductible. If your doctor does not accept assignment from Medicare,
you pay any charges up to 115% of the Medicare approved amount.
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VICTORY HEALTH PLAN

DURABLE MEDICAL
EQUIPMENT
(includes wheelchairs,
oxygen, etc.)

* You pay 20% of Medicaxe '-
approved charges; annual
deductible applies."' -

-: yar.: 4' - .i

* Youpay $130foirac
::'wh ri-' .

* -You pay20% for-acai
ite'm of durable medica
equupmena.

PROSTHETIC * You pay 20% of Medicare * '.Youpay $i foroeac
DEVICES approved charges; annual pacemaker. -
(includes pacemakers, deductible applies.- * You pay 20%.forili'
braces, artificial limbs - -d prosthedcdence. -
and eys>, etc.)

DIAGNOSTIC TESTS
AND X-RAYS ' --

RADIATION THERAPY

MANUAL MANIPUIA-
TION OF THE SPINE
(to correct subluxation
as shown by x-ray,
provided by chiropractors
or other providers)

* You pay 20% of Medicare
approved charges except for
approved lab services; annual
deductible applies.

* You pay S0 for Mediar
approved lab services.:-

.*r

-I - - -
* You pay 20% ofMedicare

approved charges; annual
- deductibleapplies. - -

r mce vuit cops
. p.'

:*

_ .. , -.. . -.'
* You pay 20% of Medicare

approved charges; annual
- deductible apphes.. --

* 'You

MEDICALLY * You pay20% of Medicare * You payeS10for ac
NECESSARY FOOT approvedcharges; annual J
CARE deductible apps.

5

* Each year, you pay ONE $100 deductible. If your doctor does not accept assignment from Medicarem
you pay any charges up to 115% of the Medicare approved amount.

*k Ya

4m
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VICTORY HEALTH PLAN
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REHABILITATION
SERVICES

* Occupational Therapy

* Physical Therapy

* Speech and Language

I I

You pay 20% of Medicare
approved charges; annual '.
deductible applies. ,

You pay 20% of the first $1,500':
for all physical therapy and speech
and language services and 20% of
the first $1,500 for all
occupational therapy services, and
100% of all charges thereafter.
(Hospital outpatient therapy-
services do not count towards
the $1,500 limit.)

I -N-ATrx I
I.11- ItN I

HOSPITAL CARE
(includes Substance
Abuse and
Rehabilitation Services)

You pay for each benefit period :'

* Days 1-60: an initial deductible-
of$768

* Days 61-90: $192 each day

* Days 91-150: $384 each lietime-
reserve days'

NOThlE These are 1999 amounts and
may change January 1 , 2000. -

Y~oupay'ilo~'foreach-

hospital stay up t 2 0 e c i
year. ,- ,.--

' A benefit period begins on the first day of admission to a hospital and ends when you have been
out of the hospital or other facility primarily providing skilled nursing or rehabilitation services for 60
days in a row. Benefit days are renewable.

2 Lifetime reserve days can be used only once.

* Each year, you pay ONE $ 100 deductible. If your doctor does not accept assignment from Medicare,
you pay any charges up to 115% of the Medicare approved amount.

6
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I
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VIC TO RY HEALTH PLAN

M. .UU' Xou'pa-y'thesamne initial '-'
ki...-'l; E') de~l -. mbl and copaymnens as..
- vAJ, -@inpataent hospital care (page 6) V

, cehereis al9o,&-day. lifetime

''4 imit:-S.--, . .. ,-

''''.*' There is-a 190-day-Lifetimre limnit.

, -- ;N-. .You pay for eah benefit peod',
ip.ove -following at least a 3-day hospital

,, tYS '. as 1-,20: $0 reach day

* Days 21-lOD: 96,foreachday

-* he is -a Limit-of 100 days for:-J>y* - -NOyl-These are 1999-a'mounts and
ma changen january i,; 2000. --

.de~ -: sping-.

tation .
I .. , -I

* 'tbu pay for all covered home"
lie,;: ,t vst......

-t 4-
:,*, 'Youpa limirted cost sharing f6r

outpOat-tient. drugs and inpatient

rept care.-S.'

* You pay S10UU for each
--h'ospital.stay up to $200 each

year, .-

:* .You pay SIS for each hospital
cday up to $300 each year.

* '190-day lifetime limit does
not apply.

*, -You pay $0 for days 1-100.

* You pay $30 each day fbr
'days 100 and on.

* 3-day prior hospital stay is
not required. ,

* You pay $O for all covered
-- home health visits.. -.

* You may pay Lirited cost
sharing for outpatient drugs
and inpatient respite care.

*P L -. -

'A benefit period begins on the first day of admission to a hospital and ends when you have been out
of the hospital or other facility primarily providing skilled nursing or rehabilitation services for 60 days in
a row. Benefit days are renewable.

7
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VIC TORY HEALTH PLAN

ANNUAL SCREENING
-MAMMOGRAMS -

*; You pay 20%.of Medicare
-, approved charges; annual
..deductible does not apply'.

* You pay $0.

* No referral necessary.

PAP SMEARS -. * You pay $0 for the Pap Smear * You pay $0 for the Pap Smear
AND.PELVIC EXAMS once every3 years unless high ..each year.

* You pay $0 for the Pelvic
.You pay 20% of Medicare Exam for I exam each year.

approved charges for Pelvic Exam;e

-BONE MASS . , ' * You pay20% of Medicare * You pay$ 10 for 1 exam each
MEASUREMENT-; -: -- : approved charges; annual 2 years.

..-deductible applies.-
* No referral necessary for plan

providers.

CO'L'O' B EECT* You pay 20% of Medicare * You pay $10 for I exam each
SCREENING EXAMS .- - 'approved charges; annual 2 years.

deductible applies.'
'No referral necessary for plan

providers.

8

* Each year, you pay ONE $ 100 deductible. If your doctor does not accept assignment from Medicare,
you pay any charges up to 115% of the Medicare approved amount.
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VIC TO RY HEALTH PLAN

PROSTATE CANCER
SCREENING EXAMS

I ww

* You pay 20% of Medicare
approved charges; annual
deductible applies.-

* Youpay$10forlexameach
2 years.

* No referral necessary for plan
providers.

DIABETES * You pay 20% of Medicare * You pay $10 for I exam each
MONITORING approved charges; annual 2 years.
(indudes coverage for deductible apphes.-* No reerral necessary for plan
glucose monitors, test provieerr y
strips, lancers and self- p
management training)

IMMUNIZATIONS

* Pneunmococcal * You pay $0. * You pay $0.
pneumonia vaccine * No referral necessary.

* Flu vaccine * You pay $0. * You pay $0.

* No referral necessary.

* Hepatitis B vaccine * You pay 20% of Medicare * You pay $0.
(for those at risk of approved charges; annual * No referral necessary.
contracting the disease) deductible applies.'

9

* Each year, you pay ONE $100 deductible. If your doctor does nor accept assignment from Medicare,
you pay any charges up to 115% of the Medicare approved amount.
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VICTORY HEALTH PLAN

* You pay 100% for most
prescription drugs.

For prescription drugs on plan
approved list (formulary), you
pay for each prescription or,
refill:

* $5 for generic drugs up to a
31 day supply.

* $8 for brand name drugs up
to a 31 day supply.

* S1 0for mail order generic'
drugs up to a 90 day supply.

* $l6formail order brand.'
drugs up to a 90 day supply.

There is a $600 linit eachyyear
for generic drugs,

There is a $400 limit each year for
brand name drugs.;

You are not covered for
prescription drugs NOT on plan
approved list (formulary).

l~~~~~~ _ _ _ _ _ _ _ _ _ _

10

OUTPATIENT

PRESCRIPTION
DRUGS

F=11.0m

.... I
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VIC TO RY HEALTH PLA N
s D ~~~~~].Mr

Note about-dollar linits:
* Any unused amounts cannot

be carried foiward to the nerxt
year. Call Victory Health Plan
to find out how we derermine
drug costs that count towards
these limits.

* You must use designated-
pharmacies. -

* There may be additional
restrictions on your drug
benefit. Please call Victory'
Health Plan for details.

ROUTINE * Routine physical exams are not * You pay $0 for each exam -
PHYSICAL EXAMS covered. each year.

VISION * You pay 20% of Medicare * You pay $10 for each vision-
SERVICES approved charges; annual -exam limited to l exam each

deductible applies.' year.

AND

* Routine eye exims and glasses * You pay $50 for each pairof
are not covered. You are covered eyeglasses linited toI pair -
for diagnostic and therapeutic each year.
services for the eye.

* You pay $40 for each pair of
-contacts limited to 1 pair each
year.

* Reduced rates available for:- -:
designer frames. Call Victory
Health Plan for details.

* Each year, you pay ONE $100 deductible. If your doctor does not accept assignment from Medicare,
you pay any charges up to 115% of the Medicare approved amount.

1 1

OUTPATIENT
PRESCRIPTION
DRUGS (conted)

. ..... . ,

I



72

VICTORY HEALTH PLAN

DENIAL MER)

HEARING SERVICES

CHIROPRACTIC
SERVICES --.-

HEALTH ':
EDUCATIONi"
WELLNESS

PODIATRY SERVICES

* In general, dental -s
not covered: ',

trvttcea are'~ *1e ji-5Yot~ay$9.S

pobvisia

.- -.P.--t * 'Reduced ra'

.. :-: . : -. detaits.S-<

-' --''': -:* You-mus'ta
-- , proid r

* You pay 100% for routine
' hearing exams and htearing ads
-You pay 2%0 fx at

hearing exains

* Not covered-

* Not covered.

* Not covered. -

* l :. : ~ ~ ~ 4.

* ':You pa $0
:-:Holine

,*, -,You pay Sli
.':eductitton d
.- ciss..-;-

*, You payS5(
,. Ceassatton at
..:Alcoh~ol Abi

: l : 4.-:

. You

,-- -', . ' ,,

.1. J

' Each year, you pay ONE $100 deductible. If your doctor does not accept assignment from Medicare,
you pay any charges up to 115% of the Medicare approved amount.

12
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VICTORY HEALTH PLAN

* Victory Services, Inc. has been providing quality health care in your community for over 14
years. We provide services in 17 states and contract with over 25,000 medical professionals.

* As a member of Victory Health Plan, you will have access to Victory NurseLine. A team of
professional and experienced registered nurses are available to talk with you 24 hours every
day at no cost to you. With Victory NurseLine, you can talk with a professional when you
have concerns about your health care.

* When you join, you'll be invited to a special orientation meeting to help you become familiar
with Victory Health Plan. We want you to get the most out of your membership with us. At
the meeting, you'll have the chance to meet with other members and talk to Victory Health
Plan employees.

* Our members report 95% satisfaction with the overall care they receive from our providers.

* As a member, you will receive monthly newsletters updating you on current health care issues,
as well as travel and lifestyle articles. These newsletters are informative and fun.

* Virtually no paperworld

* If your current doctor is not with Victory Health Plan, we'll help you find a new doctor that
is convenient and suitable for you!

Victory-A Name You Know and Trust
13
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V I C T O RY H E A LTH PLA N

'Before I joined Victory Health Plan, I was paying over $600
a month for my prescription drugs. Now, I only spend $20 a
month, and I have everything I need. Thank you, Victory
Health Plan!"

"We always get the care
we need right away, and
with a smile. We're so
happy we joined Victory
Health Plan!'

Mr. & Mrs. Smith

When I found out I had diabetes, Victory Health Plan doc-
tors and nurses took very good care of me. They gave me so
much information and made sure I knew what was happen-
ing. They've really made a difference."

Mrs. Patterson

14
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VICTORY HEALTH PLAN

Want to know where our hospitals and facilities are located?

Call us anytime for the latest copy of our provider directory. In it, you will find:

* All our primary care and specialty doctors

* All our hospitals and other facilities

* All the pharmacies where you can get your prescriptions filled.

15
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Chairman GRASSLEY. Dr. Scanlon.

STATEMENT OF WILLIAM J. SCANLON, DIRECTOR, HEALTH FI-
NANCING AND PUBLIC HEALTH ISSUES, U.S. GENERAL AC-
COUNTING OFFICE, WASHINGTON, DC
Mr. SCANLON. Thank you very much, Mr. Chairman and mem-

bers of the committee.
I am very pleased to be here today as you discuss how to improve

the usefulness and dependability of the information that Medicare
beneficiaries receive from their health plans. I have had the privi-
lege of being at your two prior hearings to discuss some of the ob-
stacles and burdens that Medicare beneficiaries face in trying to
get information about health plans and believe that the work of
this committee in terms of oversight has been very influential in
keeping our attention focused on this important issue.

Adequate health plan information is going to assume even great-
er importance as the Medicare+Choice program increases bene-
ficiaries' health care options and Medicare moves toward the pri-
vate sector practice of having an annual open enrollment period
and then locking beneficiaries into their health plan for the re-
mainder of the year.

HCFA plays a key role in helping to ensure that beneficiaries
have information to make informed health plan choices. The agency
has the authority to set information standards, and reviews and
approves all materials that plans distribute to beneficiaries. The
Balanced Budget Act expanded HCFA's plan information respon-
sibilities, in part by requiring the agency to distribute summary in-
formation about the plans' benefits packages. This basic informa-
tion will increase beneficiaries' awareness of Medicare+Choice op-
tions and is an important step toward providing the comparative
information that beneficiaries need to select among plans.

However, beneficiaries still need to consult plans' own literature
to obtain detailed information on covered services and fees. Con-
sequently, plans' literature-and HCFA's oversight of that lit-
erature-remain critical for informed decisions.

As you have heard today, the materials that plans distribute do
not facilitate informed choice and are not consumer friendly. Our
two reports, prepared for this committee and released today, dis-
cuss the serious shortcomings we found in the information plans
distributed about their benefit packages and about appeal rights to
beneficiaries denied services.

One shortcoming was that plans' descriptions of benefits are
sometimes difficult to compare. They vary considerably in the
terms used, in the amount of detail provided and in the format.
Moreover, for many plans, the complete description of their benefit
packages is distributed across multiple documents. As a result,
Medicare beneficiaries must sift through various nonstandardized
pieces of literature.

To illustrate this problem, we identified the location in plans' lit-
erature where beneficiaries could find answers to four basic ques-
tions about their prescription drug coverage. That is illustrated in
this graphic right here.

To answer their questions for just three plans, a beneficiary
would have had to have gotten 12 different documents-two for
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Plan A, five for Plan B, and five for Plan C. You can also see that
for Plans B and C, the documents differed; they were not the same.
That adds to the burden and potential confusion a beneficiary faces
in trying to gather the necessary information.

A second shortcoming of the literature the plans distribute is
that prospective enrollees are often not told the full details of the
benefit package. Some plans provide detailed benefit information
only after beneficiaries have enrolled. Other plans do not disclose
important restrictions in any of the literature distributed to mem-
bers.

The recourse in such a situation is to consult the plan's contract
with Medicare. The Catch-22 is that those contracts contain propri-
etary information and cannot be obtained by beneficiaries.

In sharp contrast to Medicare, each plan that participates in the
Federal Employees Health Benefits Program is required to provide
a single document that fully describes its benefit package, includ-
ing all limitations and exclusions. That document must contain a
benefits summary using the terms and format prescribed by the Of-
fice of Personnel Management.

And as you can see in the graphic over here, it includes the reas-
surance that this document is something that enrollees can rely on
for a full description of the benefits they have under their plan.

The most serious shortcoming, however, that we found in Medi-
care plans' literature was that some of the information was incor-
rect. For example, materials from several plans contradicted Medi-
care's policy by requiring physician referrals for screening mammo-
grams. As you can see in the chart here, while Medicare prohibits
the referral requirement, three plans' literature clearly indicated a
referral by one's primary care physician was necessary. One plan
specified in its Medicare contract that it would provide brand name
prescription drug coverage of $1,200 per year. However, the plan's
literature given to beneficiaries had lower coverage limits, in some
areas as low as $600 per year.

We also found problems with plan information related to the ap-
peals process. When plans deny services, they are required to ex-
plain the reason for the denial and inform beneficiaries of their ap-
peal rights. However, we found that plans sometimes did not issue
the required denial notice or too frequently issued notices that did
not contain sufficient information regarding why a service was de-
nied. Not knowing the basis for denial leaves the beneficiary poorly
equipped to decide whether to appeal.

The problems we encountered relating to both plan benefit and
appeal information went uncorrected in part because of inadequate
standards for plan information and weaknesses in HCFA's review
process. In some cases, HCFA reviewers identified problems in the
plan materials, but the plan never made the required changes. And
as you have heard, that is being addressed now. In other cases, er-
rors slipped through the review process. Some HCFA reviewers told
us that they lacked access to information necessary to determine
whether a plan's materials are correct. They also told us that the
review process is more difficult and time-consuming than it needs
to be because of the virtual lack of standards for format and con-
tent of information that plans submit.



78

In conclusion, I would like to say that we are very encouraged
by HCFA's initiatives to address the problems we have been dis-
cussing today and the recommendations that we have made.
HCFA's intentions to improve the information it receives from
plans, to tighten its review process and to make sure the process
is implemented consistently should improve the reliability of infor-
mation that beneficiaries receive. By developing a standard format
for plans' benefit summaries, HCFA will facilitate comparisons
among plans.

We also recognize the significant challenges that HCFA faces not
only in this task but in the implementation of the more than 200
provisions applicable to Medicare from the Balanced Budget Act.
Nevertheless, in creating the Medicare+Choice program, Congress
articulated a new vision for Medicare for now and for the imme-
diate future. Beneficiaries in the program are to benefit from an
expanded array of health plans engaged in quality-based competi-
tion. Such competition will only develop if beneficiaries have ade-
quate, accurate and accessible information about their health plan
choices.

HCFA's actions are steps in the right direction. We hope that
they can be fully implemented as expeditiously as possible, for they
are absolutely essential if Medicare+Choice is going to achieve its
potential.

Thank you very much. I would be happy to answer any questions
you may have.

[The prepared statement of Mr. Scanlon follows:]
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Mr. Chairman and Members of the Committee:

I am pleased to be here today as you discuss the quality of information that Medicare
managed care organizations (MCO) distribute to beneficiaries and steps that the
Health Care Financing Administration (HCFA) could take to ensure that this
information is reliable, complete, and useful. HCFA's leadership in this area is
important The agency is responsible for approving all of the information that MCOs
distribute and has the authority to set standards for that information. By successfully
fulfilling this responsibility, HCFA can help make certain that MCOs provide the
information that beneficiaries need to make informed health plan choices and
understand their rights under Medicare managed care.

MCOs' Medicare plans differ from one another in the services they cover and the fees
they charge.' At a minimum, plans must provide all Medicare-covered services, but
many plans cover additional services, such as outpatient prescription drugs and
routine physical examinations. Some plans charge a monthly premium (in addition to
Medicare's part B premium), but others do not

2
Although the Balanced Budget Act of

1997 (BBA) required HCFA to make available some basic comparative plan
information, the membership literature that MCOs distribute remains the only source
of detailed information that beneficiaries have about plans' fees and covered services.
This information helps beneficiaries select a plan that fits their needs. Once they are
enrolled, this information helps shape their understanding of their plan's obligations to
its members. In addition, MCOs distribute other plan information that can affect the
extent to which beneficiaries understand their rights, such as complaints about plan
care. Consequently, it is vital that beneficiaries trust the plan information that they
receive from MCOs and that HCFA ensures that their trust is not misplaced.

The importance of plan information will grow as the Medicare+Choice program,
created by BBA, generates an expanded array of health plan alternatives to the
traditional fee-for-service arrangement and attracts more and more beneficiaries to
those options. In just the last 3 years, Medicare managed care enrollment has nearly
doubled. Approximately 7 million of Medicare's 39 million beneficiaries (more than 17
percent) are currently enrolled in managed care plans. Informed choices will be
particularly important as BBA phases out the opportunity for beneficiaries to disenroll

'A plan is a package of specific health benefits, fees, and terms of coverage. An MCO
is an entity that offers one or more plans.

2
Plans may charge other fees in addition to a monthly premium. However, plans

cannot charge fees-in the form of monthly premiums, copayments, or other cost
sharing-that are higher than what a beneficiary would likely pay under traditional
Medicare.

GAOfT-HEHS-99-108
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from a plan on a monthly basis and moves toward the private sector practice of
annual reconsideration of plan choice.

My comments today will focus on (1) the accuracy, completeness, and usefulness of
the information Medicare MCOs distribute about their plans' benefit packages; (2) the
extent to which MCOs inform beneficiaries of their plan appeal rights and the appeals
process; and (3) HCFA's review, approval, and oversight of the plan information that
MCOs distribute. My remarks are based on two recently released reports done for this
Committee.3

In brief, we found problems with the benefit information distributed by all of the 16
MCOs we reviewed.' For example, although HCFA had reviewed and approved all of
the information we examined, some MCOs misstated the coverage they were required
by Medicare or their contracts to offer. One MCO advertised a substantially less
generous prescription drug benefit than it had specified in its Medicare contract In
addition, some MCOs provided complete benefit information only after a beneficiary
enrolled; others never provided full descriptions of benefits and restrictions. Finally, as
we have reported previously, it is difficult to compare available options using
literature provided to beneficiaries because MCOs use different formats and
terminology to describe the benefit packages being offered. The variation in Medicare
plan literature contrasts sharply with the uniformity of plan information distributed by
MCOs that participate in the Federal Employees Health Benefits Program (FEHBP).'
MCOs participating in FEHBP are required to provide prospective enrollees with a
single, comprehensive, and comparable brochure to facilitate informed choice.

In our study of the appeals proce, we found that when MCOs deny plan services or
payment, they do not always inform beneficiaries of their appeal rights. Sometimes
MCOs issue denial notices that do not contain all the information that HCFA requires.
We also found that some MCOs delay issuing denial notices until the day before
discontinuing services, such as skilled nursing care. This delay can increase a
beneficiary's potential financial liability should the beneficiary appeal the plan's
decision and lose.

iMedicare+Choice: New Standards Could Improve Accuracy and Usefulness of Plan
lltelL9 (GAO/HEHS-99-92, Apr. 12,1999) and Medicare Manseed Care Greater
Oversight Needed to Protect Beneficiarv Riehts (GAO/HEHS-99-68 Apr. 12, 1999).

'We examined the membership literature for 26 plans offered by 16 MCOs in four
HCFA regions. We focused our review on three benefits: ambulance services, routine
mammograms, and outpatient prescription drug benefits. A complete description of
our objectives, scope, and methodology is contained in GAO/HEHS-99-92.

'FEHBP is administered by the Office of Personnel Management (OPM).

2 GAO/T-HEHS-99-108
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Many of the information problems we identified regarding plan benefit packages and
beneficiaries' appeal rights went uncorrected because of shortcomings in HCFA's
review practices. In addition, HCFA has not exercised its authority to require MCOS
to distribute plan information that is more complete, timely, and comparable. Agency
officials recognize many of the shortcomings we identified and are beginning efforts to
address them. However, we believe that the agency could do more. In our two
accompanying reports, we recommend that HCFA undertake a variety of additional
actions including (1) following the lead of FEHBP and requiring Medicare MCOs to
distribute brochures that fully describe-using a prescribed format and terminology-
plan benefits, fees, and coverage restrictions; and (2) setting standards for when MCOs
distribute certain information and that the agency improve the consistency. and
thoroughness of its oversight practices. In commenting on our two reports, HCFA
generally agreed with our recommendations.

BACKGROUND

About two-thirds of all Medicare beneficiaries live in areas where they can choose
among traditional fee-for-service and one or more managed care plans. Although
approximately 82 percent of beneficiaries are in the fee-for-service program, the
percentage of beneficiaries enrolled in managed care plans is growing. Over the last 3
years, Medicare managed care enrollment has nearly doubled to almost 7 million
members, as of March 1999. Most Medicare managed care enrollees are members of
plans that receive a fixed monthly fee for each beneficiary they enroll.

BBA Sought to Widen Health Plan Choices and
Increase Availability of Comparable Information

In enacting BBA, the Congress sought to widen beneficiaries' health plan options.
BBA permitted new types of organizations-such as provider-sponsored organizations
and preferred provider organizations-to participate in Medicare. It also changed
Medicare's payment formula to encourage the wider availability of health plans.

BBA also mandated that HCFA make available certain information to increase
beneficiaries' awareness of their health plan options. The law directed HCFA to
provide beneficiaries with general information about managed care plans through a
variety of means, including a toll-free telephone number to answer general questions
and an Internet site to provide some basic comparative information about the various
health care options available. HCFA is also required to mail basic comparative and
other information to all beneficiaries. However, for detailed information about
specific managed care plans, all of these resources direct beneficiaries to the MCOS
that offer those plans-the only source for specific plan information.
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HCFA Reviews Plan Benefit Information and
Other Materials Distributed to Beneficiaries

To inform Medicare beneficiaries-both those interested in enrolling and those already
enrolled-about plan-specific information, MCOs distribute membership literature-
packets of information that describe plan benefits, fees, and coverage restrictions.
Membership literature may be mailed to interested beneficiaries or distributed directly
by sales agents who work for the MCO.

HCFA requires MCOs to include certain explanations in their member materials, such
as provider restrictions; but otherwise, MCOs have wide latitude in what information
is included and how it is presented. However, HCFA reviews all materials that MCOS
distribute to beneficiaries. In addition to membership literature, HCFA reviews
enrollment forms; administrative letters, such as those notifying beneficiaries of
benefit changes; all advertising; and other informational materials. The review process
is intended to help ensure that the information is correct and conforms to Medicare
requirements. MCOs must submit these materials to HCFA, which has 45 days to
conduct its review. If the agency does not disapprove of the materials within that
period, the MCOs can distribute them.

MCOs Must Inform Beneficiaries of Their Appeal Rights

Medicare beneficiaries enrolled in a managed care plan have the right to appeal if
their plan's MCO refuses to provide health services or pay for services already
obtained. If an MCO denies a beneficiary's request for services-such as skilled
nursing care or a referral to a specialist-it must issue a written notice that explaifis
the reason for the denial and the beneficiary's appeal rights. Such notices must also
tell beneficiaries where and when the appeal must be filed and that they can submit
written information to support the appeal.

A beneficiary first appeals to his or her health plan's MCO by asking it to reconsider
its initial decision. If the MCO's reconsidered decision is not fully favorable to the
beneficiary, the case is automatically turned over to the Center for Health Dispute
Resolution (CHDR)-a HCFA contractor that reviews the decision and may overturn or
uphold it. Beneficiaries who are dissatisfied with CHDR's decision have additional
appeal options, provided certain requirements are met. A member who loses an
appeal is responsible for the cost of any disputed health care services that were
obtained. HCFA reviews each MCO's plan appeals process as part of its biennial
evaluation of each organization's compliance with HCFA regulations.
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PLAN BENEFIT INFORMATION IS NOT
ALWAYS CORRECT, CURRENT, OR COMPLETE
AND IS NOT READILY COMPARABLE

Our review of 16 Medicare MCOs found various types of flaws m the membership
literature they distributed. The documents we examined were used by MCOs to
inform prospective enrollees and members about covered services, fees, and
restrictions. Although HCFA had reviewed and approved the documents, some
incorrectly described plan benefit packages. In several instances, the information was
outdated or incomplete. Some MCOs provided beneficiaries with detailed benefit
information only after they had enrolled in a plan. We also found it difficult to
compare benefit packages because MCOs are not required to follow common formats
or use standard terms when describing their benefits. In contrast, each MCO that
participates in FEHBP is required to distribute a single, comprehensive booklet that
describes its benefit package using a standard format and standard terminology.

Plan Benefit Information Not Always Correct

Most MCOs' plan documents contained errors or omitted information about the three
benefits we reviewed-prescription drugs, mammography, and ambulance services.
Problems ranged from minor inaccuracies to major errors. For example, documents
from five MCOs we reviewed erroneously stated that beneficiaries needed a referral to
obtain a routine annual mammogram-a Medicare-covered service. HCFA policy
clearly states that plans cannot require a referral for annual mammograms and must
inform beneficiaries of this policy. (See fig. 1 for HCFA policy and excerpts from
Medicare plan materials.)
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Figure 1 Examoles of Plan Referral Reauirements for Screenine Mammogram
Contradicting Medicare Coverage

HCFA Operational Policy Letter #57

_ ~___ " Plans are rquired to provide coverage
of screening mammography without a
__ doctor's prscripton or rt erral.' "
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Excerpts From Medicare 1998 Plan Materials
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We also found serious problems with plan information regarding coverage for
outpatient prescription drugs-a benefit that attracts many beneficiaries to Medicare
managed care plans. For example, a large, experienced MCO specified in its Medicare
contract thst its plan would provide brand name drug coverage of at least $1,200 per
year. However, the plan's membership literature indicated lower coverage limits-in
some areas as low as $600 per year. Based on 1998 enrollment data, we estimate that
over 130,000 plan members may have been denied part of the benefit to which they
were entitled and for which Medicare paid. Another MCO, which used the same
documents to promote its four plans, stated in its handbook that all plan members
were entitled to prescription drug coverage. However, only two of the MCO's four
plans provided such coverage. A third MCO provided conflicting information about its
drug coverage. Some documents stated that the plan would pay for nonformulary
drugs,' while other documents said it would not.

Some Plan Benefit Information Outdated

Some MCOs distributed outdated information, which could be misleading. HCFA
allows this practice if MCOs attach an addendum updating the information. HCFA
officials believe this policy is reasonable because beneficiaries can figure out a plan's
coverage by comparing the changes cited in the addendum with the outdated
literature. However, we found that some MCOs distributed outdated literature without
the required addendum and that when MCOs included the addendum, it often did not
clearly indicate that the addendum superseded the information contained in other
documents. In addition, some MCOs did not put dates on the literature they
distributed, which obscured the fact that the literature was no longer current.

Some MCOs Did Not Provide Complete Benefit Information

Some MCOs did not disclose important plan information, including information about
Medicare required benefits, in documents designed to provide detailed plan
information. For example, most MCOs we reviewed did not provide detailed
information about ambulance services-a Medicare required benefit One MCO did not
mention ambulance service coverage at all in any of the documents we reviewed.
Three MCOs stated that ambulance services were covered per Medicare regulations'
but did not explain Medicare's coverage. Most of the other MCOs' documents
provided general descriptions of their plans' ambulance coverage but did not explain
the extent of the coverage.

6
A drug formulary is, in general, a list of drugs that MCOs prefer their physicians to

use in prescribing drugs for enrollees. The formulary includes drugs that MCOs have
determined to be effective and suppliers may have favorably priced to the MCO. Any
drug not included on a formulary is considered a nonformulary drug.
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HCFA's instructions regarding benefit disclosure are vague, only advising MCOs to
provide information sufficient for beneficiaries to make informed enrollment decisions.
Moreover, MCOs that adopted HCFA's suggested disclosure language may send
beneficiaries to an information dead end. In the guideline it provides to MCOs, HCFA
suggests that a plan's member policy bookdet (or other document used to describe a
plan's benefit package) direct beneficiaries to the MCO's Medicare contract for full
details of the plan. According to HCFA, a member policy booklet should state that the
document

constitutes only a summary of the [plan].... The contract between HCFA and
the (MCO] must be consulted to determine the exact terms and conditions of
coverage.

HCFA officials responsible for Medicare contracts, however, said that if a beneficiary
were to request a copy of the contract, the agency would not provide it due to the
proprietary information included in an MCO's contract proposal. Furthermore, an
MCO is not required to provide beneficiaries with copies of its Medicare contract
MCO officials with whom we spoke differed in their responses about whether their
organizations would provide beneficiaries with copies of their Medicare contracts.

Some MCOs we reviewed provide detailed benefit information only after beneficiaries
had enrolled. The information packages distributed by several MCOs we reviewed
stated that beneficiaries would receive additional, detailed descriptions of plan
benefits, costs, and restrictions following enrollment In addition, four MCOs did not
provide 1998 benefit details until several months after the new benefits took effect.
Li fact, one MCO did not distribute its defailed benefit informatinn until August-8
months after the benefit changes had taken effect.

Plan Benefit Information Was Not Readily Comparable

The membership literature we reviewed varied considerably in terminology, depth of
detail, and format These variations are similar to those that we encountered in
previous reviews undertaken for this Committee and greatly complicated benefit
package comparisons.8 The lack of clear and uniform benefit information likely
impedes informed decisionmaking. HCFA officials in almost every region noted that a

7
Plan contracts, which define plans' benefit packages, generally take effect January I

of each year and run for I calendar year.

'Medicare, HCFA Should Release Data to Aid Consumers Prompt Better HMO
Performance (GAO/HEHS-97-23, Oct 23, 1996); Medicare Managed Care: Information
Standards Would Help Beneficiaries Make More Informed Health Plan Choices
(GAO/T-HEHS-98-162, May 6, 1998); GAO/HEHS-99-92, Apr. 12, 1999.
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standard format for key membership literature, along with clear and standard
terminology, would help beneficiaries compare their health plan options.

To illustrate this problem, we identified the location in each MCO's plan literature
where enrollees would find answers to basic questions regarding coverage of the three
benefits we studied. This information was often difficult to find; enrollees would have
to read multiple documents to answer the basic coverage questions. For example, to
understand the three plans' prescription drug benefits, we had to review 12 different
documents: 2 from Plan A, 5 from Plan B, and 5 from Plan C. (See fig. 2.)

Figure 2 Multiple Plan Documents Needed to Answer Basic Drug Benefit Questions

Basic Questions About Prescription Drug Benefits

1. Does this plan have an annual maximum benefit limit?
2. Are the copayments for generic and brand drugs different?
3. Is it less expensive to g0t prescriptions through a mail order option?
4. Does this plan use a formulary?

Multiole Plan Documents Needed to Answer These Questions
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'Plan documents contradict one another as to whether the plan will cover a
nonformulary drug.

Source: GAO analysis of MCO plan membership literature.

GAOiT-HEHS-99-l089



89

It was also not easy to know where to look for the information. For example, the
answer to our question about whether a plan used a drug formulary was found in Plan
A's summary of benefits, in Plan B's Medicare prescription drug rider, and in Plan C's
contract amendment Plan C's materials required more careful review to answer the
question because the membership contract indicated the plan did not provide drug
coverage. However, an amendment-included in the member contract as a loose
insert-listed coverage for prescription drugs and the use of a formulary.

Each FEHBP Plan Distributes a Single,
Standard, Comprehensive Benefit Booklet

To avoid the types of problems found in Medicare MCOs' membership literature, OPM
requires each participating health plan to describe, in a single document, its benefit
package-that is, covered benefits, limitations, and exclusions-and to include a benefit
summary in a standardized language and in OPM's prescribed format OPM officials
update the mandatory language each year to reflect changes in the FEHBP
requirements and to respond to organizations' requests for improvements. Finally,
OPM requires health plans to distribute plan brochures prior to the FEHBP annual
open enrollment period so that prospective enrollees have complete information on
which to base their decisions. OPM officials told us that all participating plans publish
brochures that adhere to these standards.

ADEQUATE INFORMATION ABOUT
APPEALS PROCESS AND BENEFICIARY
RIGH'S IS OFTEN NOT PROVIDED

Plan membership literature is required to contain information on beneficiaries' appeal
rights. In addition, beneficiaries are supposed to be informed of their appeal rights
when they receive a plan's written notice denying a service or payment. HCFA
requires denial notices to contain information telling beneficiaries where and how to
file an appeal. Furthermore, denial notices are required to state the specific reason
for the denial because vaguely worded notices may hinder beneficiary efforts to
construct compelling counterarguments. Vague notices may also leave beneficiaries
wondering whether they are entitled to the requested services and should appeal.
Finally, HCFA regulations state that whenever MCOs discontinue plan services, such
as skilled nursing care, they must issue timely denial notices to beneficiaries.

Substantial evidence indicates, however, that many beneficiaries did not receive the
required information when their MCOs denied services or payment for services.
Denial notices were frequently incomplete or never issued, and many notices did not
indicate the specific basis for the denial. Furthermore, beneficiaries often received
little advance notice when their MCO discontinued plan services.
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Denial Notices Are Sometimes Incomplete. Never Issued,
or Do Not Indicate Specific Reasons for the Denial

Reviews by HCFA, studies by the Department of Health and Human Services' Office of
Inspector General (OIG), as well as studies we conducted found numerous instances
of incomplete or missing denial notices. In 1997, HCFA performed monitoring visits to
90 MCOs; about 13 percent of these MCOs were cited for failing to issue denial
notices. in addition, nearly one-quarter of the 90 MCOs were cited for issuing denial
notices that did not adequately explain beneficiaries' appeal rights. Two studies by
the OIG, using different methodologies, provide additional evidence that beneficiaries
are not always informed of their appeal rights.

9
In one study, the OIG surveyed

beneficiaries who were enrolled or had recently disenrolled from a managed care plan.
According to the survey results, 41 respondents (about 10 percent) said that their
health plans had denied requested services. Of these, 34 (83 percent) of the
respondents said that they had not received the required notice explaining the denial
and their appeal rights.

Most notices that we reviewed contained general, rather than specific, reasons for the
denial. In 53 of the 74 CHDR cases that contained the required denial notices (notices
were missing in 32 cases), the notices simply said that the beneficiary did not meet
the coverage requirements or contained some other vague reason for the denial.
Likewise, representatives from several advocacy groups told Is that in cases brought
to their attention, the denial notices were often general and did not clearly explain
why the beneficiary would not receive, or continue to receive, a specific service.

Notices of Discontinued Coverage Are Often
Issued the Day Before Services Are Stopped

HCFA regulations state that whenever MCOs discontinue plan services, they must
issue timely denial notices to beneficiaries. The regulations, however, do not specify
how much advance notice is required before coverage is discontinued. Beneficiaries
who receive little advance notice may not be able to continue to receive services
because of their potential financial liability. If the beneficiary appeals and loses, he or
she is responsible for the cost associated with the services received after the date
specified in the denial notice.

In three of the MCOs we visited, the general practice was to issue the denial notices
the day before the services were discontinued. We found that many skilled nursing

t
Department of Health and Human Services, OIG, Medicare HMO Anpeal and

Grievance Processes. Review of Cases (OEI-07-94-00283, Dec. 1996) and Medicare
HMO and Grievance Processes, Beneficiaries' Understanding (OEI-07-96-00281, Dec.
1996).
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facility (SNF) discharge notices were mailed to the beneficiary's home instead of being
delivered to the facility. In other cases, it appeared that the beneficiary or his or her
representative received the notice a few days after the beneficiary had been
discharged from the SNF or the SNF coverage had ended. Ten of the 25 SNF
discharge cases we reviewed at CHDR also involved the receipt of a notice after the
patient had been discharged.

The fourth MCO we visited issued SNF discharge notices 3 days prior to the discharge
date. This lead time helped ensure that a beneficiary received the notice before the
discharge date. It also allowed more time for the beneficiary to file an expedited
appeal and receive a decision from the plan. Consequently, beneficiaries in this MCO's
plan who appeal and lose are less exposed to the SNF costs incurred during the
appeals process. Officials from all the MCOs we visited said that, in almost every
instance, the decision to discharge a beneficiary from a SNF is made days in advance
and that discharge notices could be issued several days prior to discharge.

WEAKNESSES IN HCFA'S REVIEW PROCESSES
AND REQUIREMENTS ALLOWED PROBLEMS IN
PLAN MATERIALS TO GO UNCORRECTED

Although HCFA reviews and approves all materials that MCOs distribute to
beneficiaries, weaknesses in the agency's review practices and information standards
allowed the plan information problems we observed to go uncorrected. One weakness
is that HCFA reviewers must rely on a faulty document to determine whether plan
iiierber irmateria!s are correct. in addition, HCFA review practices are sometimes
inadequate to detect or correct the problems we found. Finally, HCFA has not used
its authority to require that MCOs use a common format and terminology to describe
their plans' benefit packages.

HCFA's Standard for Gausine Accuracy
in Plan Materials Is Faulty

To ensure the accuracy of membership literature, HCFA reviewers are instructed to
compare each MCO's membership literature to its Medicare contract. Specifically,
HCFA reviewers are expected to rely on one particular contract document-the Benefit
Information Form-which summarizes plan benefits and member fees. Reviewers told
us, however, that this contract document often does not provide the detail they need.
Consequently, they sometimes rely on benefit summaries provided by the MCOs to
verify the accuracy of plan information. This practice is contrary to HCFA policy,
which requires an independent review of MCOs' plan literature. The reviewer who
approved the plan literature advertising a $600 annual drug benefit, instead of the
contracted $1,200 annual limit, said that the mistake was caused by her reliance on a
benefit summary provided by the MCO.
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HCFA's Monitorine Practices
Allowed Problems to Go Uncorrected

Inadequate monitoring of MCOs' communications with beneficiaries-both about plan
benefit packages and appeal rights-allowed the problems we observed to go
uncorrected. For example, we found instances where MCOs agreed to make HCFA
required changes, but the final printed documents did not incorporate the changes.
Because HCFA staff generally do not receive copies of the printed documents, they
are often unaware as to whether MCOs have made the required corrections.

Shortcomings in HCFA's monitoring procedures also limit the agency's ability to
ensure that beneficiaries know that plans' service and payment decisions can be
appealed. For example, to determine whether MCOs informed beneficiaries of their
appeal rights, HCFA's monitoring protocol requires agency staff to review a sample of
appeal case files. HCFA staff check these files to determine whether each contains a
copy of the required denial notice. However, it seems reasonable to assume that
beneficiaries who appeal are more likely to have been informed of their rights than
those who do not appeal. Yet, HCFA does not generally check cases where services
or payment for services were denied but not appealed. Furthermore, when MCOs
contract with provider groups to perform certain administrative functions, such as
issuing denial notices, HCFA staff generally do not check to see that the delegated
duties were carried out in accordance with Medicare requirements.

Inadenuate Instructions to MCOs
Hamper HCFA's Review Process

HCFA has the authority to set standards for the format, content, and timing of the
plan information that MCOs distribute to beneficiaries. Unlike OPM, however, HCFA
has made little use of its authority. Instead, each MCO decides on the format-and to
large extent content and timing-of the plan information it distributes.

In addition to making plan comparisons more difficult, the lack of common
information standards has adversely affected HCFA's review process. First, the lack
of standards has resulted in inconsistent review practices and misleading comparisons.
For example, one MCO representative told us that several MCOs' plans in its market
area required a copayment for ambulance services if a beneficiary was not admitted to
a hospital, but not every MCO was required to disclose that fact. Consequently,
although the plans had similar benefit restrictions, the MCOs that were required to
disclose the plan restrictions appeared to offer less generous benefits than the other
MCOs' plans.

The lack of information standards also increased the amount of time needed to review
and approve plan documents and increased the likelihood of undetected errors. -
Agency staff said that they could do a better job checking plan membership literature
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for accuracy and completeness if every MCO presented its plan information in a
common format and used standard terminology. Staff also said they spend a
considerable amount of time reviewing plan documents that could be standard
administrative forms-such as member enrollment applications-and thus had less
time to spend reviewing important documents describing plan benefits.

HCFA Has Betin Efforts to Correct Problems
and Shortcomings in Plan Information

HCFA is moving to address some of the problems and systemwide shortcomings we
identified during our recent reviews. For example, HCFA is working to revise the
contract document that agency reviewers use to verify the accuracy of plan
information. The proposed new contract document will help ensure that HCFA
collects the same information from each plan and presents the information in a
consistent format and in greater detail than the current document. The agency
expects to test this new document later this year and fully implement it in 2000.
HCFA officials believe that the Office of Management and Budget's clearance process
for the proposed new contract document must begin no later that August 1999 to meet
this timetable. Otherwise, full implementation could be delayed.

Agency officials recognize the importance of more uniform membership literature and
have articulated their intent to standardize key documents in future years. As a first
step, the agency established a work group-consisting of representatives from HCFA,
MCOs, senior citizen advocacy groups, and other relevant entities-to develop a
standard format and common language for MCOs' pln benefit summaries. HCFA
hopes to establish these new standards by next month so MCOs' fall 1999 benefit
summary brochures can follow the new standards. HCFA's long-term goals involve the
establishment of standards for other key documents. However, the agency has not yet
developed a strategy for its long-term efforts or decided whether the information
standards it sets will be voluntary or mandatory.

HCFA officials said they have also undertaken several initiatives to help ensure that
beneficiaries are informed of their appeal rights and the steps necessary to file an
appeal Sometime this year, HCFA intends to publish additional instructions regarding
the content of denial notices. The agency will also revise its monitoring protocol to
better ensure that MCOs issue the required denial notices. Finally, HCFA is working
to develop timeliness requirements for the issuance of notices when MCOs reduce or
discontinue services, such as skilled nursing care, home health care, or physical
therapy.

As the Medicare+Choice program grows and more health plan options become
available, the need for reliable, complete, and useful information will increase. In our
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recent reviews, however, we found major problems in the plan information that some

MCOs provided to beneficiaries. In several instances the information was incorrect or

incomplete; in other cases, the problem was poor timing-important information was

distributed long after the benefit package had changed or only after beneficiaries had

enrolled in a plan. None of the information was provided in a format that facilitated

comparisons among plans. We also found that some MCOs did a poor job informing

beneficiaries about their appeal rights and the appeals process.

HCFA has both the authority and the responsibility to ensure that Medicare MCOS

distribute information that helps beneficiaries make informed decisions. To date,

however, its policies and practices have fallen short of that mark HCFA's review of

plan information has been inadequate and has not prevented plans from distributing

incorrect and incomplete information. Furthermore, unlike OPM, HCFA has not set

standards for plan information that could facilitate informed decisions. The agency is

taking some steps to address the problems we identified. We believe, however, that

these problems will not be fully addressed until HCFA implements our past and

current recommendations by setting information standards for MCOs and requiring
them to adhere to those standards.

Mr. Chairman, this concludes my prepared statement I will be happy to answer any

questions you or other Members of the Committee might have.
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Since 1994, enrollmnt of Medicare beneficiaries in managed care has
tripled to 7 188 percent of al Medicare benefidaries
Beneficiaries who enroll in managed care are enitled to all
ledicare-overed seres. They also may benefit from lower

out-of-pocket costs, additional covered beneflts, and less paperwork Oman
their counterparts in traditional fee-for-service Medilcae Unlike
fee-for-service providers, however, managed care plans receive a fAxed
aunt per month for each enrolled beneficiary, regardless of the type

and number of services they provide. Coneequently, plans have a financial
incentive to limit beneficiaries' use of health came services. To safeguard
access to appropriate covered services, Medicare allows beneficiaries to
appeal st to their managed care plans and then extemaly-whenever
their health plans deny requested care or refuse to pay for services.'

Because the appeals process helps safeguard Medicare beneiciaries' right
to covered services from managed care plans, you asked us to aess the
adequacy of the process, including the recently Iied expedited
process. Specifically, you asked us to focus on the appeals proces at the
plan level, providing informatIon on (1) the appeals process available to
beneficiaries when tvmaged care plats deny care or payment for services,
(2) beneficaries' use of the appeals process and the extent to which they
are idnmed of their appeal rights, and (3) the Health Care Financing
Adinistratlon's (H-A) oversight of this proCem.

To conduct our review, we interviewed officials fomt HrA, th Center for
Health Dispute ResolUtion (cuo), HRAgs contractor that reviews plane'
appeal decisions; and selected mnanaged cae plae We also reviewed
H-Ak'S 1997 managed care plan monitoring reports and reports by the
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Office of Inspector General (OIG) in the Department of Health and Human
Services (NNS), analyzed the results of a questionnaire sent to all health
maintenance organizations (NMo) about their plan-level appeals, reviewed
a number of appeala forwarded to QIDe, and collected statiatical data from
HNA and cHDR on plan appeals. In addition, we accompanied agency staff
on two monitoring visits to plans and visited four IsIO. We performed our
work between June 1998 and April 1999 in accordance with generally
accepted government auditing standards (See app. I for details on our
scope and methodology.)

Results in Brief Medicare beneficiaries enrolled in managed care plans have the right to
appeal if their plana refuae to provide health services or pay for services
already obtained. For example, if a plan denies a beneficbary's request for
skilled nursing care or a referral to a specialist, it muat issue a written
notice that explaina the reason for the denial and the beneficlary's appeal
rights. Upon receipt of the written denial notice, the beneficiary may
appeal and the health plan must reconsider ta Initial decision. If the plan's
reconsidered decision is not filly favorable to the beneficiary, the case is
automatically sent to CanR to review the decision. aCDR may overturn or
uphold the plan'a decision. A beneficiary is entitled to an expedited
decision from the plan, both on the initial request and appeal, if the
standard time for making the decision could endanger his or her heaith or
life. A beneficiary who is dissatisfied with caDR's decision may appeal
further to an administrative lawjudge (au) and then to a US. District
Court, provided certain requirements are met.

NMOs reported an average of approximately 9 appeals per 1,000 Medicare
members annually between January 1996 and May 1998. hitci reversed
their original denial in about 7S percent of appeal cases. The number of
appeals, however, may understate benefciarles' dissatisfaction with the
initial decisions by NsMO for two reasons First, some beneficisriea may
disenroll and switch to another plan or fee4or-service Medicare instead of
appealn Second, some beneflciariea may not appeal because they are
unfamiliar with their appeal rights or the appeals process. We found that
benieficiaries frequently received tincoplete notices that failed to explain
their appeal rights; some benefliciarles did not receive any notices. In
addition, notices often do not state a specifi reason for the denial; as a
result, beneficiaries may be uncetai as to whether they are entitled to
the requested services and thus discouraged from appealing. We also
found that bened ies may reive little advance notice when plans
decde to discontinue paying for services, such as skilled mnusing care,
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which places these benefices at fiancial risk should they decide to
continue treatnent during their appeaL In general, beneficiaries who lose
their appeals are responsible for the teatinert costs incurred after the
date specified In the denial notice.

HcFA a oversight of health plans appeals process has several shortcomings.
The agency does not determine whether beneficiaries who were denied
services but did not appeal were Informed of their appeal lights It also
does not monitor provider groups that contract with health plans. Many of
these groups play a key role in the appeals process by issuing denial
notices and deciding whether to expedite Initial decisions. HcFA has not
ensured consistent inilementation of the expedited appeals process
because it has not issued specific criteria for expedited cases. We found
that a group of health plans in one HCFA region had collaborated to develop
such criteria. The HcFA regional office subsequently issued these criteria to
plans in its region. Finally, HCFA has not used available intfrmation to
develop more effective plan oversight strategies. The agency is planning to
gather plan-level appeals data (smilar to the data we collected for this
report), but actual data collection may not begin for another year. In
commenting on a draft of this report, HcFA ageed that the agency needs to
improve Its oversight of the appeals process. CFA cited several Initiatives
it is currently undertaking to better protect beneficiaries' rights.

In 1998 about 7 million-or 18 percent-of Medicare's 39 milion
beneficiaries were enrolled in a managed care plan. About 90 percent of
Medicare managed care enrollees belong to one of 307 risk-contract HiOs.1
These plans are paid a predetermined monthly amount for each Medicare

enrollee, regardless of the amount of Medicare covered services the
enrollee uses. The plans are called 'dsk Haos because they assume the
financial risk of providing care for the amount Medicare pays.

Risk twos must provide all services covered by fee-foreervtce Medicare; in
many Instances, they provide additional services-such as outpatient
prescription drugs and routine physical ex-m Generally plans require
enrollees to use only providers that contract with the plan and to follow
certain procedures to obtain health care services. For example, most plans
require enrollees to obtain prior authorization for care either Mum their
primary care physician or directly from the plan. If enwrlees do not follow
the procedures, plans may not pay for the services.
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HCFAPerforns On-Site
Monitoring of Plans Evezy
2 Years

Class Action Lawsuit
Challenges Medicare
HMOs Appeal Practice

HUpA performs biennial onelte perfoimance reviews of each health plan's
operations, Including the appeals process, to evaluate plan compliance
With HCFA regUlatioS. Hre Stairf review S Sunple of appeal CaM and
evaluate whether the plan met Medicare peanss and timeliness
requirements. Results of the performance review are reported in the
monitring report The report documents whetht a plan met all legal and
policy requirements and describes any deficiencies and needed corrective
actions.

In November 193, a class action lawsuit fled against the Secretary of Has
challenged a number of te policies and practices of the Medicare
managed care progran. As a result of ths lawsuit, HlA is currently under
an hijurction and order issued by the federal district court that requires
Medicare Huss to give their enrollees written noties that meet certain
criteria.2 Specifically, the order required, among other tidings, that
Medicare inos (1) issue denial notices no more than 5 worlig days of the
request for service or payment and r la-nt 1 worldrng day bdefore the
reduction or termination of treatment, (2) dearly state the reason for the
denial in the notie, (3) expedite appeals when services are urgently
needed (within 3 win days of the request), and (4) continue acute care
services until a final appeal decision is issued when th beneficiary
requests an expedited appeaL'

Since the 1997 court order, HsoA has required each plan to Inplement an
expedited process for decisions on Initial requests for health services and
appeals of denied health ce Subsequently, the expedited process
was mandated alongwlth other appeals procedures and beneficiary
protections by the Balanced Budget Act of 1997 (asm) and further
addressed in the MedicareaCheice regulations published hi Jane 1998. A
beneficiary may now request an expedited decision If he or she believes
that serious adverse health consequences could result fInn waiting for a
decision under the standard proceess
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Medicare
Beneficiaries Can
Appeal Plan Decisions

Appeals Process Starts at
Managed Care Plan but Is
Subject to External Review

Medicare beneficiaries enrolled in managed care plans have a multilevel
appeals process available if plans refuse to pay for requested services,
refuse to provide requested services, or discontinue or reduce services."
Beneficiaries generally appeal to their plan frst" If the plan upholds the
initial denial, the appeal is forwarded to cHaR for external review and
resolution.' However, a further appeal to an ALw and the court is possible.
Under certain circumstances, a beneficiary or a health care provider may
request that a plan expedite its decision on the initial request and any
subsequent appeal

The appeals process may begin when a Medicare member asks his or her
plan to provide a service, such as sallled nursing care or a referral to a
specialist, or pay for a service already obtained and is turned down.' In
such instances, Medicare requires plans to issue a written notice that
states the reason for the denial and explains the beneficiary's appeal
rights. A member has 60 days from the date of the denial notice to ask the
plan to reconsider its initial decision.' The appeal request, which must be
in writing, can be addressed to the member's health plan or the Social
Security Adminitration, which will forward it to the health plan. A
member is not required to submit additional information to support or
ciarify the request. However, health plans must provide their members thc
opportunity to supply such information.

The plan's reconsideration of its initial decision, the internal portion of the
appeals process, must conform to certain requirements. Prior to July 27,
1998,10 a plan had up to 60 days to complete this process; now a plan must
reconsider its initial decision within 30 calendar days if the request is for
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health care services and within 60 calendar days filt is for payment" The
plan representative considering the appeal must not hawe been involved in
making the initial decision. To make a reconsidered decision, the plan
representative reviews the initial decsion and all other evidence
aubmnited by the beneficiary, beneficiary representative, poder, and
health plan.

If a plan upholds, In whole or part, its initial denial, it must forward the
case to CHDR for external review." RCYA has modified its contract with
amR requiring R to be held to the same time standards as the plans for
processing appeals. (Prior to the change, ama had 30 days to consider the
case, make its ruling, and inform the benefidary of its decision) If Cam
upholds the plan's denial, the beneficiary can request an additional appeal
before an Ali, provided the services hi question cost at least $10O." A
beneficiary may ask that the Social Security Departmental Review Board
review a denied au appeal. If the board declines to review the Aw decision
or denies the appeal and the amount of the services in question is greater
than $1,000, the benefidary muy request a hearing in U.S District Court. A
beneficiary who loses an appeal is responsible for the cost of any disputed
health care services that he or she obtahied. F$gure I shows the Medicare
appeals process, step by step.
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life. If a benecidary makes the request, the plan determines whether the
expedited proess is wanUed. If a physician maks the request on behalf
of a benefciary or concurs with the beneficiary's request, the plan must
expedite its decision. Generally, health plans must make the expedited
decision within 72 hours following the requesLu An expedited decision
that is advese to the beneficiary must be forwarded to am within 24
houras. aHDR is required to process the expedited cases within 72 hours."
Flgure 2 provides the time intervals for maJor events in the proce.
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Beneficiaries' Linited
Use of the Appeals
Process May
Understate
Dissatisfaction With
HMOs' Initial
Decisions
Annual Appeals Per 1,000
Beneficiaries Varied
Among HMOs

T.59.1: edAe Risk . t.0nternal
Appea 1990 to May 18

IIOS that resonded to o surnvey reported receivin appoximately 9
appeals annually per 1,000 Medicare members.7 However, this number
may Understate beneficiaries' dissatisfction with Ms' initial decisions.
Fist, dissatisfied beneficiaries may disenroll and switch to another plan or
fee-for-service Instead of appealing Second, beneflciaries may be
unfarnar with their appeal rlghts or the appeals process. Plans may not
always issue the required notices or may omit an explanation of
beneficiaries' appeal rights. In other cases, beneficiaries may not appeal
because the notices list nonspecific reasons for the denial.

The number of annual appeals per 1,00D Medicare beneficiaries varied
among wros and may be rising. The 242 Medicare Hwos that responded to
our recent survey reported an average of about 9 appeals annually per
1,00D beneficiaries between January 1996 and May 1998 (see table 1)*
Generally, plans overturned nearly threequarters of the requested appeals.
Those not overturned were submitted to cHDR for further review and
consideration. Between August 28, 1997, and December 31, 1997, plans
expedited 861 appeals.'5 During the first 5 months of 1998, plans expedited
1,548 appeals.

AVerW Annmal isAnberof
Percentag at man1hly appeals per 1,000

NLmb., all d=k H110 enrollme Total Heidl
Yar of HMOS eOM ) appel enolleea
996 160 84 2.7 22.437 8.2

1997 223 85 3.9 31,844 8.1
19980 242 89 4.8 21,138 10.5
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he nm ber ofamulappealsper1,000 Medica beneicaries amng
amsm ranged fom O to 90. Over halt of the plans reported between aid 10
appeals per 1,000 beneicuaries. A number of fum reported no appeals for
each sbt year. 17 percent ln 1996, 18 percent in 1997, and 9 perent in
1990 Neary all of these maw (87 percent) had low Medicare enrollme.
here was no andlar pattern for plans with the highest appeal rates; they

were spread neary evenly across all plan ses

The appeal rate may be rising. Pans reported Just over 8 appeals per 1,000
beneieciaries in 1996 and 1997, but asmalized data from the first 5 months
of 1998 indicated more than 10 appeals per 1,ODO beneficiaries. Aggregate
appeals dat may ndhiateptntial pbms with a pln's ea
process, but additional information is needed to _asa whether a plan
adequately perfonn this function. A relatively low appeal rate may be the
result of a plan's low dental rate or members who are unaware of their
appeal dgts Conversely, a plan that denies many requests or ihat acdvel
educates members about their rights may experience a relatively high
appeal rte. Coinseuently appeals data should be considered in
conjunction with other fctors, such as the rtes at which amD overtnuS
plan' appeal decisions and HcaA's observions of plans' appeals process

Some Beneficiaries May
DisenrolU Instead of Filing
Appeals

The number of appeals may understate beneficiaries' dissatisfaction with
their mao's initial decision Uf some disenroll instead of appealtng.
Currently, beneiciaries may disenroll and switch to another plan or
Medicare fee-for'aervice at the end of any n th. As we have previously
reported, many Medicare sane experience high disenrollment rates." 71
extent to which beneficiaries choose to disenroll rather than appeal is
umniown. It is clear, however, that disenrollees report lesa satisfaction
with the care they received fro their uos thdan enrollees. According to a
survey conducted by sn&' oa, disenrllees were much nmre likely than
enrollees to say that their ptmaMy io doctor failed to provide
Medicare-covered services.7 The survey showed that 12 percent of the

Xy- d~ Fb A4blJo- Ha u b-9tn- l . A?-6

A.k-UaM .IEmImkstHsdevts B DW (GA0D4SWI42,AW

GAftsae,.s.bdwdeIhd~sm..stowo.llef
bIli! _~~~~(OWUODwr Ionlhd t

r~ " a b lz
amm0. r ialoMUb rn z

non



108

disenrollees said that their doctors failed to provide covered services,
whereas, only 3 percent of enrollees made such an assertion

If some beneficiaries leave their plans instead of appealing adverse
decisions, the number of appeals may rise as Ba's lock-in provisions take
effect Beginning January 1, 2002, beneficiaries will generally be able to
change their enrollment decision only once each year outside the annual
open enrollment period.i2 In 2002, this change must occur within the first 6
months of the year. In subsequent years, the change must occur within the
first 3 months. After the disenrollment period ends (3 or 6 months),
beneficiaries will be locked into their selected plans for the remainder of
the year.

MMS Inspector General Studies by sr' oa and by the Medical Rights Center (misc)m confirm the
and Advocacy Groups Find views of several advocacy group representatives that beneficiaries are
Beneficiaries Are Confused confused about the Medicare appeals process." asia OIG reported in
About Medicare Appeals March 1998 that 27 percent of Medicare HMo enrollees and 35 percent of

disenrollees surveyed were uninformed about their appeal rights=-rates
Process similar to those found by the Inspector General in 1993.

The results of an analysis conducted by MRc are consistent with the orG's
findings. Msc reported that 40 percent of the 179 beneficiaries who called
the center between August 27, 1997, and February 28, 1998, were confused
about their appeal rights. According to brsc officials, rMO physicians and
customer service staff sometimes compounded beneficiaries' confusion
For example, ritc handled several cases where Hto customer service
representatives allegedly gave out misleading, incorrect, or no information
on benefciaries'Medicare appeal rights. Representatives of other
advocacy groups reported similar experiences and said that they believe
many beneficiaries have difficulty understanding the appeals process.
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Denial Notices Are
Sometimes Incomplete or
Never Issued

Beneficiaies are supposed to be informed of their appeal rights when they
receive a written notice from their plan denying a service or paymentY
These notices are required to state that the beneficiary has the right to
appeal if he or she believes the plan's initial detennination is incorrect.
The notices must also tell the beneficiary where and when the appeal must
be filed. However, HCFA, OIG, and our own analysis of cHDR appeal cases
found numerous instances of incomplete or missing denial notices.

HCFA monitoring reviews indicate that some denial notices were not issued
and others failed to mention beneficiaries' appeal rights. In 1997, HCFA
performed 90 monitoring visits to health plans. About 13 percent of the
plans reviewed were cited for failing to issue denial notices. Nearly
one-quarter of the 90 plans were cited for issuing denial notices that did
not adequately explain beneficiaries' appeal rights. Two studies by HMM' 01G
provide additional evidence that beneficiaries are not always informed of
their appeal rights. In one study, the o01 found that in 39 out of 144 appeal
cases there was no evidence that the beneficiaries had been sent the plans'
initial decisions explaining their appeal rights.

27
In another study, the OIG

surveyed beneficiaries who were enrolled or had recently disenrolled trom
a managed care plan.r2 According to the results of a survey, 41
respondents (about 10 percent) said that their health plan had denied
requested services. Of these, 34 (83 percent) said that they had not
received the required notice explaining the denial and their appeal rights.

Similar deficiencies were found in the appeal cases reviewed at cHDR. Of
the 108 cHDR appeal cases revieweda 5 contained denial notices that
failed to inform the benefiiary of his or her appeal rights. Another 32
cases sent to CHDR by the plans lacked the denial notices completely.
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Some Notices Do Not ut'A requires that denial notice dearly state the specific basis for dental
Indicate Specific Reasons HCFA officials said that vaguely worded denial notices hinder enrollees'
for the Denial efforts to construct compelling counterargurents for their appeals. Also

vague notices may hinder beneficiaries from appealing because they may
be uncertain as to whether they are entitled to the requested services.

Most notices we reviewed contained general rather thsn specific, reasons
for the denial, In 53 of the 74 aiDR cases that contained the required denial
notices, the notices simply said that the beneficiary did not meet the
coverage requirements or contained some other generic reason. It is
unclear whether beneficiaries who receive denial notices with nonspecific
reasons are less likely to submit written support for their position
compared to beneficiaries who receive more detailed notices.
Beneficiaries had submitted written support in only 14 of the caDR appeal
cases3

Reconsideration notices written by c.nR personnel provide much greater
detail than notices written by plan personnel For example, in one case,
the a health plan issued a notice of noncoverage for siilled nursing facility
(SNF) services stating
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Representatives from several advocacy groups told us that in cases
brought to their attention, the denial notices were often general and did
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not clearly explain why the beneficiary would not receive or continue to
reci a specific service. In August I97, tsc estshlished a hotline for mxo
appeals and analyzed all calls it received during the first 6month period
(179). uc concluded that the explanstions found in most plans denial
notices were unhelpful because of their generality-for example, tie
services were 'not medical necessary.=

Notices of Discontinued HcWA regulations state that whenever plas discontinue services, they must
Coverage Are Often Issued issue timely denial notices to beneficiaries HCFA, however, does not
1 Day Before Services Are specify how much advance notice is required and we found that many
Stopped plans do not issue denial notices In what many would reasonably consider

Wi.-ly Although beneficiaries may appeal denied services upon
receiving notice, those who receive litle advance notice may not be able
to continue to receive services because of their potential financial liability.
If the beneficiary appeals and loses, he or she is responsible for the cost
associated with services received after the date specified in the denial
notice. The potential financial burden can be substantial, especially if the
derial involves asp serviba.

In three of the four plans we visited, the general practice was to issue
derial notices the day before services were discontinued. We reviewed a
number of sNF discharge notices at three HMOS and often found that the
notices were mailed (usually by certified or express mall) to the
beneficiary's home instead of being delivered to the fbcilty where the
beneficiary resided. In some cases, it appeared that the beneficiary or his
or her representative received the notice a few days after the beneficiary
had been discharged.Ten of the 25 cans cases we reviewed also involved a
beneficiary or his or her representative receiving a discharge notice after
the beneficiary was discharged from the sNF."

The fourth plan we visited issued arF discharge notices 3 days prior to the
discharge date. This lead time helped ensure that the beneficiary received
the notice before the discharge. It also allowed more time for the
beneficiary to file an expedited appeal and receive a decision from the
plan. Consequently, beneficiaries in this plan who appeal and lose are less
exposed to 5N7 costs incurred during the appeals process.
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Officials in three plans indicated that when a beneficiary is being
considered for discharge, a nurse or discharge planner probably would
have discussed the issue with the beneficiary well in advance of the
discharge. Even when a beneficiary knows a discharge is Immninent,
however, he or she cannot appeal until a denial notice is officially issued.
Officials from the plans we visited told us that, in almonst every instance,
the decision to discharge a beneficiary from a asF is made several days
before the actual discharge date. Officials from al the plans speed that, in
most instances, such notices could be issued several days prior to the
discharge date so that beneficiaries who wished to appeal could receive an
expedited appeal decision before the planned discharge date.

HCFAs Oversight of
Plans' Appeals
Procedures Is Limited

HCFAs Monitoring
Protocol Systematically
Misses Beneficiaries Who
May Not Have Been
Informed of Their Appeal
Rights

HCPA 8 biennial monitoring of plans appeals proces focuses on timeliness
and administrative issues, but we found several important weaknesses in
the agency's monitoring procedurs Fbr example, HCFA'S sampling of
cases to determine whether beneficiaries are appropriately informed of
their appeal rights likely misses beneficiaries who were not informed.
HCFA'S monitoring also generally excludes the opertions of Hmo provider
groups that may be responsible for making denial decisions and for Issuing
the required notices. HCFA officials believe that the agency can improve in
many of these areas, and in commenting on a draft of this report, HCFA said
that it has begun to address these weaknesses. However, to date, HCFA has
made little use of the results of its HMo performance reviews to develop
overall national trends and improve the agency's oversight function.

To deternine whether plans informed beneficiaries of their appeal rights,
acA5s monitoring protocol requires agency staff to review a sample of
appeal cases HCrA staff check these case files to detennine whether each
contains a copy of the required denial notice. However, it seems
reasonable to assume that beneficiaries who appeal denials are more
likely to have been informed of their rights than beneficiaries who do not
appeal Yet ncrA does not check cases where services or payment for
services were denied and not appealed. BCFA might get a better indication
of whether beneficiaries were told of their rights if agency staff examined
a sample of denial notices from cases that were not appealed.
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HCFA and Plans Exercise Some hea plans delegate Ut responsib2illy for deciding whether toLittle Oversight of expedite initial dedsons, issuing denial notices, and eropera ingtaabAdnistative TIsks to medical provider groups For example, Om plan we visited hadDelegated to Provider del edth resp su serve dpayment denial noticesDelegated o Provider including paing dais to aproxhad l250 provider grups with whichGroups it contracted. A plan offI stated that his plan has ne reviewed
service denials and does not know how many services its provider groupshave denied. Te plan has, however, recently developed a monitoring
protocol to review service derdals and intends to implement It soon.According to several o officials, this practice is common In Californiaand is Increasing in other paris of the coumtry

Officab salso said thatws typically exercise Role or no ovesight overprovider groups' operations and have difuty emaning that groups
adequatey perform the delegated telts For example, according to anoffica ft- another smo, provider groups on the West Coast expect plnsto grnt them dte authrty to issue denial notices because they are atfinancial risk for the services they provide. To contract with these grasps,his plan mut delegate that authority even though the practice is not
desrable fro his HMO's perspective. He said that provider groups often donot send the plans copies of lssued denial notices, although the plansrequest therm. lhe official estimated that his plan receives only about30 percent of the denial notices issued by their provider groNp& He addedthat his plan does not review the notices it does receive.

Moreover, according to a HQA olficial, HQA does not generally monitor
DUO provider groups. Because provider groups may not submit requestedInformation to mms and HQA does not normally mondtor provider groups
directly, it is lkely that no one reviews many of the initial
decsIonE-4nClUding ezpedited decsons-made by these groups A 3098sty done for HWA noted that the delegation of authty to providergroups is problematic became health plans do not exercise sufficient
control over the delegated functior-w The reprt reommended that HWApay close attention to this issue

HCFA Has Provided Although HQA has provided plans with general guidance, such as modelLrimted Guidance to Plans language for denial notes it has not produced specnc gudelines toon Expedited Appeals eIaure couldtent inbrleinentaton of the expedited appeals proceaLProcess Further, without cesr guidelines on what should be expedited, HQA has
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no way of determining whether plan are expediting initial decisions and
appeals appropriately. H1A has not produced criteria or examples for
mWm to follow when dedding whether the standard appeal time fames

could seouslyJeopardize a benencdary's health or life. In the absence of
such criteria, Medicare mm have a wide latitude to determine w a
beneftciary's request for an Inl decision or appeal should be expedited.

PRecetig no epedfc gdane frm CA, several California mm and
provider hiustry representatives foamed a work goup and developed
clinical criteria for expedited ndtal dedsions and appeal. In
January INS% the HnCA region responsible for Arizona, California, and
Nevada provided the work o s citerato all Medicare m inthose
three sts aAoffl said they are not aware af _iml efforts In
odter regio We found, however, that at least one Florida HNo had
Incorporated much of the California work groupa criteria into Its own
procedures-possibly because the HMO also operated in Califoria.

Without better guidance from HwA, some cases that shouid be expedited
may not be. In our review of ases scant to am,, we examined 42 appeals

-wivhu derded series that mHc had not expedited. o
deterndned that seen (17 percent) of these cams should have been
expedied (ama expedited these cases for its own review procns.)

HCFA Makes little Use of
Avalable Data for National
Program Management

Staffnom HCFA's central and regional offlces told us that the agency has
ae ittle use aft mnitoring epts as an overall prograun

management tool. Each report documents the results of wAS binrdal
perormance ri.ew of a plan and suuaries its compliance with
Medi regulatim Agregting the findga fro the inlividual
naItoIY g reprts could help HceA monitor the relatie perfdunance of

_ idmtiv amszngs reg s snd *t national tr.
Hlowever, when we requeed all of the 1997 monitoring reports no one at
HQA's headquarters had a complete set We were told that we would have
to request then fom each reg

hoet adter we ed the eps fnom the repok the Health Plan
Purchasing and Administration Group in HA'S central office began
colebng frm the reonal ces all 1996 and 1S97 monito reports.
According to BCoA offdal, agency staff are now analyzing the Information
In the rpt
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HCFA is planning to develop a health plan management system that will
provide infonnation to central and regional office staff and wil aid plan
and program oversight. The system wiU include information on appeals.
HCFA had expected to complete the data design phase by now but has
fallen behind schedule. According to the project manager, the system wiDl
not be operational unti late 1999 or early 2000.

HCFA Has Not Required
Plans to Collect and
Report Data on Appeals

The need for both HCFA and Medicare beneficiaries to have information on
NMo appeals is well recognized In 1996, and again in 199S, Htis OIG
recommended that HCFA require managed care planes to report data on
appeals, such as the number of cases, the number resolved internally and
externally, issues involved, and the'time needed to resolve cases.U Also, in
iriplementing its expedited process, HCFA is requiring plans to report data
on expedited appeals. Further, sIA requires pans to disclose information
on the number and the disposition of appeals to interested Medicare
beneficiaries

On February 10, 199, itcFA Islsued an operational policy letter that
establishes the guidance for managed care plans to follow in collecting
appeals data and making that information available to Medicare
beneficiaries. Plans will report the umuber of appeals per 1,000 Medicare
beneficiaries. Each plan's rate will be based on its contract marketY Pa is
will begin collecting and maintaining appeals data beginning April 1, 19.
Data collection periods wll be based on a rolling 12-month period. (Prior 6
months of data are adided to the next 6 months of data in order to come up
with a 12-month data collection period.) The first 6month period will
begin AprDl 1, 1999, and end September 30, 1i99. Plans will report results -
from the first 6-month period on January 1, 2000.

HCFA, however, has not provided guidance onthe type of appeals data
plans should collect and report to HCFA. According to officials in HCFA'S

nrftral office, the agency has formed a work of pbn -
representatives, advocacy, rersnaiv nd program oflkiabs-to
develop appeals data require HCFA expects.to finalize there
requients ter this year. Meanwhile, some Hmos may be waiting to
receive HCFA's guidelines before theyimplement systems to track their*'
appeals dats. Although all the plans that responded to our survey reported

eq. 010. M.Sos. DM0 ~ ~mhw~ . 04H DM t.i , ,.-~ _ -04-MI AM :
,z~ar~at~sI o tsmet~ssest, At. tt

lifts .kd.b.. ftb CV sc.
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the total number ofappeals upheld and overturned, only about two-thirds
were able to break down their appeals into more specific service
categories, such as nursing home care and emergency room use.

Medicare beneficiaries have access to a multilevel appeals process that
allows them to challenge Hmo decisions to deny services or payment for
services. Relatively few beneficiaries-about 9 out of every 1,000 managed
care enrollees-appeal each year. Some beneficiaries may not appeal,
however, because they are unaware of their appeal rights or confused
about the process. Evidence hom a variety of sources-acCA monitoring
reports, studies by alB' OIG, and our review of cases at plans and at
cmDR-4ndicate that plans do not always inform beneficiaries of their
appeal rights as required. In some cases, denial notices cite nonspecific
reasons for the denial, making it more difficult for beneficiaries to
challenge their plan's decision. In other cases, beneficiaries may be
unnecessarily exposed to substantial health care costs because notices are
not issued in a timely fashion. Furthermore, the agency has not issued
specific guidance as to the types of cases plans should expedite.

HN'A reviews plans' implementation of the appeals process, but its
monitoring protocol exhibits several weaknesses. For exunple, HcrA does
not know whether provider groups have satisfatorily implemented the
required appeals process because it exercises little oversight over provider
group operations. The type of cases HCFA samples to determine whether
beneficiaries were informed of their appeal rights likely systematically
misses beneficiaries who were not informed. Further, the agency has not
provided plans guidanee on the types of appeals data they should collect
and report to HrA. HCI'A agrees that it needs to stengthen its oversight of
health plans appeals procem and noted that the agency has several
initiatives under way.

Recommendations To help 5.3Kv that the appeals process provides adequate protection to
Medicare beneficIaries, the HClA Administrator should take the following
actions

* Provide more explicit denial notice instructions to planks Dealsi notices
should explain the coverage crteria andtate the specific reason or

-ns why the beneclazy did not meet the criteria

Pea
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* Set specific timeliness standards for certain types of denial notices, such
as discontinued SNF care services, to allow benefidaries reasonable tme to
obtain an expedited appeal decision
Develop criteria for plans to use in determining when Initial decisions and
appeals should be expedited.

To improve the agency's monitoring of appeals process, the HcFA
Administrator should take the following actions:

* Require each plan to collect sumdcient information from its provider
groups so that HcFA staff can, during the course of a normal biennial
performance review, determine whether the plan and its provider groups
satisfactorily Implemented the required appeals process.
Require agency staff conducting performance reviews to sample a number
of denied cases that were not appealed to determine whether beneficiaries
were informed of their appeal rights.

* Use the data the agency collects during plan performance reviews to
ases the relative performance of plans, and develop strategies for better

plan monitoring and program management.

To ensure that appeals data are available to HCFA and Medicare
beneficiaries, the Administrator should develop requirements for the type
and format of appeals data plans must collect and make available.

Agency Comments HcFA agreed with our finding that its oversight of health plans' appeals
Agency Comments process needs to be strengthened and generally agreed with our
and Our Evaluation recommendations. (See app. 11 for HCFA's written comments regarding our

recormnendations.) The agency outlined several initiatives it has recently
undertaken to better protect beneficiary rights. Some of these initiatives
may be implemented shortly, others are in the early planning stage.

HCFA expressed concern, however, about our recommendation that the
agency develop criteria to help plans determine when initial and appeal
decisions should be expedited. HcFA said that a further refinement of the
current general criteria might inadvertently exclude unspecified standards.
HcFA said that it would explore poasible options regarding the criteria, but
that it would proceed cautiously to avoid unanticipated problers. We
disagree with the premise that further refinement of the criteria would
inadvertently limit beneficiary access to expedited initial and appeal
decisions. As noted in this report, specific clinical criteria have been
developed and used by plans In at least one Ha'A region. HCFA could

Pg5G&II5SI54 m r .. ResaPap as
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develop spedic criteria, to be implerdmted nationwide, that are
understood to be an elaboration of the current general criteria and not a
replacement for themn.

In additionl HQFA provided several technical conments, which we
incorporated as appropriat&

As speed with your office, unless you publcly announce the contnts
earler, we plan no further distruhtion of this report until 1 day f the
date of this letter. At that time, we will send coplesto the Honorable
Donna Shalala, Secretary of mm; the Honorable Nancy-An Min DeParle,
Administrator of HQcA and interested congresional commitees and
merms. We will also make copies available to others on request.

Please contact me at (202) 512-7119 or James Cosgrove, Assistant
Diretor, at (202) 5127029 if you or your staff have arny further questions
This report was prepared by Cam Zoba, Pchard Neuman, and Beverly
Ross.

Laura A Daunmit
Associate Director, Health Flnancing

and Public Health Issues

hgt. 54
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Apendix I

Scope and Methodology

To obtain information on plan-level appeals handled by HNMn during 1906,

1997, and the first 5 months of 1998, we surveyed all (307) Medicare HMna
that were active as of May 31,1998. We obtained responses from 250 plans
(81.4 percent).

We visited three Judgmentally selected HMos-one in California and two in
Florida. We selected these plans based on (1) geographic location, (2) high
1997 disenrollment rates, and (3) high Medicare enrollments. Our visit to

one Florida HMo coincided with a monitoring visit by HCFA region IV staff
During our visits, we discussed the appeals process with plan officials and
reviewed a limited number of cases at three of the locations. The cases
included standard appeals and expedited appeals that where upheld and
overturned atthe plan level within the 6 months prior to our visit Each
case reviewed was discussed with a plan official responsible for the plan's
appeals process. in addition, we made a site visit to an HiO in Maryland
during a HCFA monitoring visit Our visit to the Maryland HMO was limited
to overseeing the monitoring team's review of appeal cases and several
discussions with plan officials.

We visited the two HCFA regional offices (region IX in San Francisco,

California, and region IV in Atlanta, Georgia) responsible for the three
plans we visited. We discussed the appeals process and the monitoring
effort with appropriate officials in each region. We also spoke with
regional personnel in HCPA's region X about the appeals process and HCFA's
monitoring effort and results. In addition, we obtained from HCFA a
summary spreadsheet that showed all the monitoring reports completed in
1997 and summarized plan compliance with Medicare requirements. From
this list, we selected and reviewed the monitoring reports of plans that
indicated deficiencies in the categories related to the appeals process,
denial notices, or both

With assistance from cHDR we randomly selected and reviewed 108 appeal

cases that had been adjudicated by CHDR in 1998 and had not been sent to
storage as of October 1998 We developed a data collection instrument and
specific criteria for evaluating the case file Information. A cHDs analyst,
who reviewed each case and recorded the review results, used this
instrument and criteria. We reviewed the results of over half of the 108
cases to ensure the data were recorded accurately and met our evaluation

criteria.

We discussed HCFA's appeal polcy and practice with HcsA officials and

representatives from five advocacy groups representing Medicare

Pal
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beneficiaries In health plans. In addlton, we reviewed a number of mm oG.
reports covein aeverul aapects of Medicare's appeals process In HMoe.
Also, we reviewed a report done by me Medicare Eighes Center that
discussed systemwide problems with Medicare Kws.

Our office of General Coumsel reviewed he results af a dam acton
lawsuit and the reultng appeal by HcrA before the 9th US. Circuit Court
ofAppeals.

proa
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April 12, 1999

The Honorable Charles E. Grassley
Chairman
The Honorable John B. Breaux
Ranking Minority Member
Special Committee on Aging
United States Senate

The Honorable Jack Reed
United States Senate

Today, almost 7 million Medicare beneficiaries are enrolled in health plans offered by
managed care organizations (MCO) that participate in the Medicare+Choice program,
Medicare's alternative to its fee-for-service program.' Although Medicare managed
care enrollment has nearly doubled in the last 3 years, approximately 32 million
beneficiaries (83 percent) remain covered under fee-for-service. Many health care
analysts believe that competition among MCOs can lead to enhanced benefit packages
and lower out-of-pocket fees for Medicare beneficiaries. Analysts further believe that
increased managed care enrollment may yield savings for the Medicare program. The
potential of Medicare+Choice cannot be realized, however, unless beneficiaries are
well-informed about their enrollment options.

Recently, the Health Care Financing Administration (HCFA), the agency responsible
for administering the Medicare program, took steps to increase beneficiaries'
awareness of their health care options. Beneficiaries can now obtain names of
available plans and a summary of their benefit packages by calling a toll-free
telephone number or logging onto HCFA's Internet Web site. The agency intends to
include some of this information in the Medicare handbooks it will mail to all
beneficiaries in October 1999. In spite of these new resources, however, MCOs' sales
agents and member literature will remain beneficiaries' only source of detailed

'A plan is a package of specific health benefits, out-of-pocket costs, and terms of
coverage. An MCO is an entity that offers one or more plans. The Medicare+Choice
program also allows non-MCO plans, such as private fee-for-service plans and medical
savings account plans, to participate. However, as of Mar. 1999, no non-MCO plans
had joined the program.

GAO/HEHS-99-92 Oversight of Plan Information
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information about plans' benefits and out-of-pocket fees.2 HCFA, therefore, continues
to review and approve all member literature and other marketing materials distributed
by MCOs to help ensure that beneficiaries receive accurate information about their
available health plan options.3

Because correct and useful information is vital to the success of the Medicare+Choice
program, you asked us to assess (1) the extent to which MCOs' member literature
provides beneficiaries with accurate and useful plan information and (2) whether
HCFA's review process ensures that beneficiaries can rely on MCOs' member literature
to make informed enrollment decisions. To address these issues, we assessed the
accuracy, timeliness, completeness, and comparability of the member literature of 16
MCOs and studied HCFA's requirements and practices for reviewing and approving
these materials. Our analysis focused on three benefits that vary in complexity:
annual screening mammography, outpatient prescription drugs, and ambulance
transportation. Our work was performed from August 1998 to April 1999 in
accordance with generally accepted government auditing standards. Appendix 11
contains details on our methodology.

RESULTS IN BRIEF

Although HCFA had reviewed and approved the materials we examined, all 16 MCOS
in our sample from four HCFA regions had distributed materials containing inaccurate
or incomplete benefit information. Almost half of the organizations distributed
materials that incorrectly described benefit coverage and the need for provider
referrals. For example, materials from five MCOs stated that beneficiaries needed a
physician's referral to obtain an annual screening mammogram. In fact, Medicare
policy explicitly prohibits MCOs from requiring a referral for this service. In addition,
one MCO marketed (and provided) a prescription drug benefit that was substantially
less generous than the plan had agreed to provide in its Medicare contract Moreover,
some MCOs did not furnish complete information on plan benefits and restrictions
until after a beneficiary had enrolled. Other MCOs never provided full descriptions of
plan benefits and restrictions. Although not fully disclosing benefit coverage may
hamper beneficiaries' decision-making, neither practice violates HCFA policy. Finally,

2 Member literature' includes benefit summary brochures, policy booklets, member
handbooks, and plan letters regarding benefit changes.
3"Marketing materials' include any material managed care plans distribute to Medicare
beneficiaries. In addition to member literature, these materials include radio,
newspaper, and television advertisements.
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as we have reported previously,' it was difficult to compare available options using
member literature because each MCO independently chose the format and terms it
used to describe its plan's benefit package. In contrast, the Federal Employees Health
Benefits Program's (FEHBP) plans are required to provide prospective enrollees with a
single comprehensive and comparable brochure to facilitate informed enrollment
choices.

The errors we identified in MCOs' member literature went uncorrected because of
weaknesses in three major elements of HCFA's review process. Limitations in the
benefit information form (BIF), the contract form that HCFA reviewers use to
determine whether plan materials are accurate, led some reviewers to rely on the
MCOs themselves to help verify the accuracy of plan materials. Additionally, HCFA's
lack of required format, terminology, and content standards for member literature
created opportunities for inconsistent review practices. According to some regional
office staff, the lack of standards also increased the amount of time needed to review
materials, which contributed to the likelihood that errors could slip through
undetected. Finally, the agency's failure to ensure that MCOs corrected errors
identified during the review process caused some beneficiaries to receive inaccurate
information. HCFA is working to revise the BIF and develop a standard summary of
benefits for plans to use-steps that will likely improve the agency's ability to review
member literature and other marketing materials-but other steps could be taken to
improve the usefulness and accuracy of plan information.

ACKGROUND

Medicare is the national health insurance program for those aged 65 and older and
certain disabled individuals. In 1998, Medicare insured approximately 39 million
people. Al beneficiaries can receive health care through Medicare's traditional fee-for-
service arrangement, and many beneficiaries live in areas where they also have the
option of receiving their health care through a managed care plan. Of the almost 7
million Medicare beneficiaries enrolled in managed care as of March 1999, nearly all
are enrobed in plans whose MCOs receive a fixed monthly fee from Medicare for each
beneficiary they serve. Total Medicare spending is expected to reach about $216
billion in fiscal year 1999, with managed care's portion reaching approximately $37
billion.

'Medicare: HCFA Should Release Data to Aid Consumers Prom etter HMO
Performance (GAO/HEHS-97-23, Oct 22, 1996).
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Balanced Budget Act Required Major Program Changes

The Balanced Budget Act of 1997' (BBA) established the Medicare+Choice program as
a replacement for Medicare's previous managed care program. Medicare+Choice was
intended to expand beneficiaries' health plan options by permitting new types of plans,
such as preferred provider organizations and provider-sponsored organizations, to
participate in Medicare. BBA also established an annual, coordinated enrollment
period to begin in 1999 during which beneficiaries may enroll or change enrollment in
a Medicare+Choice plan.6 Previously, MCOs were required to have at least one 30-day
period each year when they accepted new members, but most MCOs accepted new
members throughout the entire year. Also, before BBA, Medicare beneficiaries could
join or leave a plan on a monthly basis. Beginning in January 2002, Medicare
beneficiaries will no longer be able to enroll and disenroll on a monthly basis. If they
experience problems with a plan, identify a better enrollment option, or simply have
second thoughts, beneficiaries will have a limited time each year to change the
election they made during the coordinated enrollment period.7 Afterwards, they will
be "locked into' their health plan decision for the remainder of the year.

Contracting Process Establishes Plan Benefit Packages

Each plan's benefit package is defined through a contracting process that establishes
the minimum benefits a plan must offer and the maximum fees it may charge during a
calendar year.8 After a benefit package is approved by HCFA, a plan may not reduce

'P.L 10533.

Individuals may enroll in a Medicare+Choice plan when they first become eligible for
Medicare regardless of the time of year.

'Beneficiaries will have 6 months in 2002 and 3 months thereafter to change their
enrollment choices. Exceptions to these limitations will be made if an organization
materially misrepresents the plan or substantially violates a material provision of its
contract.

'HCFA approves plan benefit packages though a process formally known as the
adjusted community rate proposal process, which is intended to ensure that Medicare
does not pay MCOs more than a commercial purchaser would pay for the same
benefits, after adjusting for differences in Medicare beneficiaries' health status and use
of services. If Medicare's payment is higher, the MCO typically adds benefits to offset
the difference. MCOs cannot charge fees-in the form of monthly premiums,
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benefits or increase fees until the next contract cycle. A BIF, which is included in an
MCO's contract as an exhibit, describes in detail the services, copayments, and
monthly premiums associated with each plan.

HCFA Reviews AU Marketing Materials

HCFA's central and regional offices are involved in reviewing plans' marketing
materials, which include member literature. The central office negotiates contracts
and establishes national policy regarding marketing material review. HCFA's regional
offices review marketing materials when submitted throughout the year and require
MCOs to change the materials when they omit required information or are inaccurate,
misleading, or unclear. While some regional offices may review materials that certain
organizations distribute nationwide, generally each regional office is responsible for
reviewing the materials to be distributed within its geographic jurisdiction. To verify
the accuracy of benefit information, regional staff are instructed to check plan
materials against the BIF. HCFA staff also verify that MCOs have included certain
information in their materials, such as explanations of provider restrictions and
beneficiary appeal rights. HCFA provides guidance for both developing and reviewing
marketing materials through its contract manual, marketing guidelines, and operational
policy letters. Despite HCFA's authority to do so, the agency does not require MCOs
to use standard formats or terminology in their marketing materials.

According to HCFA regulations, if HCFA staff do not disapprove submitted materials
within 45 days, the materials are deemed approved, and MCOs may distribute the
materials to beneficiaries.9 Review procedures established by several regional offices
allow 'contingent approval"; that is, the materials are approved on the condition that
the MCOs make specific corrections. When contingent approval is given, procedures
in three regions call for HCFA staff to verify that the MCOs have made the required
corrections before the materials are published and distributed to beneficiaries. (See
fig. 1.)

copayments, or other cost-sharing-that are higher than what a beneficiary would likely
pay under traditional Medicare.

942 CFR, part 422.80.
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FiLure 1: HCFA's Process for Reviewing and Approving Marketing Materials

- Used In Sorne Regions

Source: GAO analysis of HCFA's review policies and practices.

Plan Information Is Necessary for Informed Choice

Historically, HCFA has done little to address beneficiaries' need for comparable and
unbiased information about Medicare managed care plans. In 1996, we reported that
beneficiaries received little or no comparable information on Medicare health
maintenance organizations and that the lack of information standards made it difficult
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for beneficiaries to compare plans' member literature.'0 At that time, we
recommended that HCFA produce plan comparison charts and require plans to use
standard formats and terminology in key aspects of their marketing materials.

BBA mandated that HCFA undertake a number of activities to provide Medicare
beneficiaries with information about their health plan options. Beginning in November
1998, HCFA was required to provide an annual national educational and publicity
campaign to inform beneficiaries about the availability of Medicare+Choice plans and
the enrollment process. Also, each fail starting in 1999, HCFA must distribute to
beneficiaries an array of general information about the traditional Medicare program,
supplemental insurance, appeal and other rights, the process for enrolling in a
Medicare+Choice plan, and the potential for Medicare+Choice contract termination.
At the same time, HCFA must provide each Medicare beneficiary with a list of
available Medicare+Choice plans and a comparison of plan options. All of these
activities are designed to coincide with and support the coordinated open enrollment
period slated to occur each November starting in 1999.

HCFA's goal is to make beneficiaries aware of their health plan options and to provide
some summary information to help beneficiaries compare those options. According to
HCFA officials, in 1999 each beneficiary will receive a Medicare handbook that
contains some comparable information about available health plans." Beneficiaries
who want more information may call HCFA's toll free telephone number (1-800-
MEDICAR) or log onto the Internet Web site (www.medicare.gov). All of these
resources-the Medicare handbook, toll-free telephone number, and Web site-are
designed to help beneficiaries identify enrollment options and compare selected
aspects of benefits. To obtain detailed information about specific plans, however,
beneficiaries must continue to rely on MCOs' sales agents and member materials.
(See fig. 2.)

'0GAO/HEHS-97-23, Oct. 22, 1996.

"During the fall of 1998, HCFA included this information in the Medicare handbook
distributed to beneficiaries in five states.
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Figure 2 Plan Information Available to Medicare Beneficiaries

Sources: For general information, HCFA, for summary information, HCFA and MCOs,
for detailed information, various MCOs' marketing materials.

GAOIHEHS-92 Oversight of Plan Information
8



138

B-282193

MEMBER LITERATURE FREOENTLY WAS NOT AC RTE,
TIMELY. COMPLETE. OR COMPARABLE

Our investigation of 16 MCOs uncovered flaws in their plans' member literature,
beneficiaries' only source of detailed benefit information. Much of the MCOs' plan
literature contained errors or omissions about manunography and prescription drug
benefits, ranging from minor oversights to major discrepancies. While we found no
errors about ambulance services, some MCOs' member literature omitted information
about the benefit Moreover, beneficiaries frequently did not receive important
information until after enrollment Even then, beneficiaries in some plans received
member literature that was incomplete and did not fuly disclose plan benefits,
exclusions, and fees. The lack of full disclosure in member literature leaves the
beneficiary vulnerable to unexpected service denials and additional out-of-pocket fees.
Making comparisons among health plans' benefits remains challenging because of the
use of nonstandard formats and terminology. In contrast, FEHBP participants
received plan brochures that contained relatively complete benefit descriptions
presented in a standard format.

Beneficiaries Were Not Assured Accurate Plan Materials

We found significant errors and omissions in the plans' member literature that MCOs-
distributed to beneficiaries. For example, effective January 1998, HCFA required
organizations to cover annual screening mammograms and to permit beneficiaries to
obtain this service without a physician's referral. Also, MCOs were required to notify
beneficiaries of this new Medicare benefit.2 Materials from five MCOs, however,
explicitly stated that beneficiaries must obtain physician referrals to obtain screening
mammograms. (See fig. 3 for three examples.) Member literature from five other
organizations failed to inform beneficiaries of their right to self-refer for this service.

'2BBA revised Medicare coverage for annual screening manunography, ensuring that
beneficiaries enrolled in managed care plans have access to the same benefit available
in Medicare fee-for-service. HCFA Operational Policy Letter #57 implemented 42 CFR
section 422.100 (h)(l).
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ig=ure 3: Plan Referral Reouirements for Screening Mammo=ranhv Contradict
Medicare Coverage

HCFA Operational Polley Letter #57

_ _-

i -- _ _ _ __ '..Plans are required to provide coverage
of screening mammography without a
doctor's prescription or referral"

Excerpts From Medicare 1998 Plan Materiala
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Note: Emphasis added.

Sources: For requirements, HCFA Operational Policy Letter #57; for examples, various
MCOs' member literature.

Much of the MCOs' member literature provided incorrect or inconsistent information
about prescription drug coverage. For example, the member literature for a large,
experienced Medicare MCO specified an annual dollar limit for prescription drugs that
was lower than the amount required by the organization's-Medicare contract. The
contract required the provision of unlimited generic drugs and coverage of at least
$1,200 for brand-name drugs. This MCO's materials, which varied by county,
understated the brand-name drug coverage, listing annual dollar limits as low as $600.
When we contacted the MCO officials, they confirmed that they were providing the
lower benefit coverage. On the basis of the MCO's enrollment for 1998, we estimated
that about 130,000 members could have been denied part of the benefit that Medicare
paid for and to which they were entitled under the MCO's contract Another MCO
provided conflicting information about its prescription drug benefit In one document,
the MCO alternately described its prescription drug benefit as having a $200 monthly
limit and a $300 monthly limit (The correct limit was $300.) In another case, an
MCO used the same member literature for four separate plans, emphasizing that all
members were entitled to prescription drug benefits. Actually, however, only two of
the four plans offered a prescription drug benefit.

The member literature we reviewed did not contain errors regarding ambulance
services, but the documents often omitted important information about the benefit
One MCO did not include any reference to the benefit in its preenrollment member
literature. Three other MCOs stated that ambulance services were covered 'per
Medicare regulations' but did not define Medicare's coverage. Most of the remaining
MCOs provided general descriptions of their ambulance coverage but did not give
details of the extent of the coverage, such as whether the MCOs would pay for out-of-
area ambulance service in an emergency.

Ur-to-Date Plan Information Was Not Always Available
When Beneficiaries Made Enrollment Decisions

Officials from several MCOs told us that their organizations typically issue a member
policy booldet-a document that discloses the details of a plan's benefit coverage,
benefit restrictions, and beneficiary rights-after a beneficiary enrolls. Moreover,
MCOs often provided enrollees with outdated member policy documents. For
example, one MCO failed to provide enrollees with a current member policy document
until August 1998-8 months after the start of the new benefits year.

GAO/HEHS-99-92 Oversight of Plan Information
11



141

B-282193

Distributing outdated information can be misleading. HCFA allows MCOs to use
outdated plan member materials as long as the organizations attach an addendum
indicating any changes to the benefit package. HCFA officials believe that this policy-
is reasonable because beneficiaries can determine a plan's coverage by comparing the
changes cited in the addendum with the prior year's literature. However, some MCOs
distributed outdated literature without the required addendum. When MCOs did
include the addendum, the document did not always clearly indicate that its
information superseded the information contained in other documents. In addition,
some MCOs did not provide dates on their literature, which obscured the fact that the
literature was outdated.

Adequate preenrollment benefit information will become even more crucial in 2001, as
BBA's annual enrollment provisions begin to take effect in 2002 and Medicare
beneficiaries are no longer able to disenroli on a monthly basis. To help beneficiaries
make informed choices, BBA requires HCFA to provide beneficiaries with summary
plan information before the annual November enrollment period. Furthermore, new
regulations now require MCOs to issue letters by mid-October each year describing
benefit changes that will be effective January I of the following year. MCOs must
send these annual notification letters to all enrollees, and to any prospective enrollees
upon request However, HCFA has not required MCOs to provide more complete
member literature prior to enrollment As a result, beneficiaries still might not have
the information they need to make sowud enrollment choices.

Additionally, beneficiaries enrolling in plans before 2002 may be unaware that their
plans may be terminating services shortly after the beneficiaries have enrolled. A plan
must notify its members at least 60 to 90 days before it ends services.'3 However,
there is no requirement that a terminating plan stop advertising and enrolling new
members, with the result that in 1998, some beneficiaries unknowingly joined plans
that soon exited the Medicare program. For example, one MCO notified its members
in May 1998 of its intent to end services in several Ohio counties. The MCO continued
to advertise and enroll new beneficiaries without informing them that plan services
would end on December 31, 1998. After inquiries from beneficiaries, the MCO ceased
marketing activities in July. Although these marketing activities angered many
beneficiaries, the MCO was operating within HCFA's notification requirements."

"3An MCO may terminate plan services through a modification, termination, or
nonrenewal of its contract with HCFA.

"4Until Jan. 2002, MCOs may market to and enroll beneficiaries throughout the year.
Beginning in Nov. 2001, however, beneficiaries will have to select a plan during the
open enrollment season. Consequently, primarily those individuals who become
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Member Literature May Not
Fully Describe Plan Benefits

Some beneficiaries do not receive important information about plan benefits and
restrictions even after they have enrolled in a plan. Because HCFA's instructions
regarding benefit disclosure are vague, MCOs vary in the amount of information they
provide to beneficiaries.'5 Some organizations we reviewed provided relatively
complete descriptions of plan coverage in a member policy booklet or similar
document However, other MCOs did not disclose important restrictions in any
member literature.

In fact, MCOs that adopt HCFA's suggested disclosure language will send beneficiaries
to an information dead end. In the guidelines it provides to MCOs, HCFA suggests
that a plan's 'evidence of coverage,' a document frequently referred to as a member
policy booklet, direct beneficiaries to the MCO's Medicare contract to obtain full
details on the benefit package. According to HCFA, a member policy booklet should
state that '[itl constitutes only a summary of the [plan] .... The contract between
HCFA and the [MCO] must be consulted to determine the exact terms and conditions
of coverage.' HCFA officials responsible for Medicare contracts, however, said that if
a beneficiary requested a contract, the agency would not provide it because of the
proprietary information included in an MCO's adjusted community rate proposal.
Furthermore, an MCO is not required, according to HCFA officials, to provide
beneficiaries with copies of its Medicare contract MCO officials we spoke with
differed on whether their organization would distribute copies of its contract to
beneficiaries. By establishing an MCO's Medicare contract-a document that is not
usually available to beneficiaries-as the only document required to fully explain the
plan's benefit coverage, HCFA cannot ensure that beneficiaries are aware of the

-benefits to which they are entitled.

Vague or incomplete benefit descriptions leave beneficiaries vulnerable to unexpected
service denials. For example, disputes sometimes arise when beneficiaries are told
they do not have the coverage they believed they would have when they enrolled. An
official from the Center for Health Dispute Resolution (CHDR), HCFA's contractor that
adjudicates managed care appeal cases, told us that CHDR uses the information in
MCOs' member literature to determine whether plan members are entitled to specific
benefits that are not covered by Medicare fee-for-service. When an MCO's literature is

eligible on or after Jan. 1, 2002, may be affected by mid-year marketing.

'5 HCFA advises MCOs to provide information sufficient for beneficiaries to make
informed enrollment choices.
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vague, CHDR allows the MCO to submit internal plan memorandums that clarify its
benefit coverage. But beneficiaries generally do not receive these internal
memorandums. Consequently, beneficiaries who must rely on incomplete member
literature and sales agents' verbal interpretations of this literature are likely to be
unaware of important benefit limitations or restrictions.

Meaningful Plan Comparisons
Were Difficult to Achieve

Inconsistent formats and terminology made comparisons among plans' benefit
packages difficult We generally had to read multiple documents to determine each
plan's benefit coverage for mammography, prescription drugs, and ambulance services.
Answering a set of basic questions about three plans' prescription drug benefits, for
example, required a detailed review of twelve documents: two from plan A, five from
plan B, and five from plan C (see fig. 4). It was not easy to know where to look for
the information. For example, we found the answer to the question of whether a plan
used a formulary in plan A's summary of benefits, plan B's Medicare prescription drug
rider, and plan C's contract amendment's Plan C's materials required more careful
review to answer the question because the membership contract indicated the plan did
not provide drug coverage. However, an amendment-included in the member contract
as a loose insert-indicated coverage for prescription drugs and the use of a formulary.

"in general, a formulary is a list of drugs that MCOs prefer their physicians to use in
prescribing drugs for enrollees. The formulary includes drugs that MCOs have
determined to be effective and that suppliers may have favorably priced for the MCO.
Any drug not included on a formulary is considered a nonformulary drug, which may
cost the beneficiary more or may not be covered at al.
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Figure 4 Multile Plan Documents Needed to Answer Basic Drug Benefit Questions

Basic Questions About Prescription Drug Beneft

1. Does this plan have an annual maximum benefit limit?
2. Are the copayments for generic and brand drugs different?
3. Is it less expensive to get prescriptions through a mail order option?
4. Does this plan use a formulary?

Multiple Plan Documents Needed to Answer These Questions
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'Plan documents contradict each other regarding covering nonformulary drugs.

Source: GAO analysis of MCO member literature.

As in previous studies, we found plans' materials did not use comparable terms or

formats.' For example, it was difficult to determine whether the three plans offered

by one MCO covered nonemergency ambulance transportation, because each plan's

materials used different terms to describe the benefit The lack of clear and uniform

benefit information almost certainly impedes informed decision-making. HCFA

officials in almost every region noted that a standard format for key member

literature, along with clear and standard terminology, would help beneficiaries

compare their health plan options.

'7GAOIHEHS-7-23, Oct 22, 1996, and Medicare Manaed Care: *nfoafo Standards
Would Hel Beneficiaries Make More Informed Health Plan Choices (GAOIT-HEHS-98-

162, May 6, 1998).
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Each FEHBP Plan Distributes a Smnle.
Complete Member Policy Brochure

FEHBP, administered by the Office of Personnel Management (OPM), is similar to the
new Medicare+Choice program in that it serves a large and diverse population, allows
participation of different types of health care organizations, and allows plans' benefit
packages to vary. Unlike HCFA, however, OPM requires FEHBP plan materials to
follow standard formats and terms. OPM officials believe this requirement helps
FEHBP members make informed decisions. FEHBP health care organizations produce
a single, standard brochure for each plan that is the contractual documents between
the member and the organization. This brochure is a complete description of the
plan's benefits, limitations, and exclusions. The 1999 FEHBP brochure explicitly
states the following objective: This brochure is the official statement of benefits on
which you can rely. A person enrolled in the Plan is entitled to the benefits stated in
this brochure."

OPM officials said that the brochures must describe what each plan's coverage
includes, as well as what it excludes, so that there is less chance for
misunderstanding. The benefit information must be listed in a prescribed format and
language to facilitate members' comparisons among plan options, but OPM's standards
allow variation in some language to accommodate differences in plans' benefits and
procedures. Each plan's brochure must include a benefit summary presented in
OPM's prescribed format. OPM officials update the mandatory brochure language
every year to reflect changes in the FEHBP's requirements and organizations' requests
for improvements to the language. Finally, OPM requires organizations to distribute
plan brochures prior to the FEHBP annual open enrollment period so that prospective
enrollees have complete information on which to base their decisions. OPM officials
told us that all participating organizations publish brochures that adhere to OPM's
standards.

Although OPM's process for reviewing and approving member literature is generally
similar to HCFA's, it differs in important ways. The process begins when FEHBP
organizations submit benefit coverage information to OPM in standard brochure
format. OPM contract specialists then review the brochures to verify compliance with
mandatory terminology and format requirements and to ensure that nonstandard
information is presented appropriately, given the plans' benefit packages and
organizational structures. For example, organizations offering fee-for-service
(indemnity) plans would use different language in describing plan procedures and
restrictions than MCOs would. Organizations are then responsible for printing and
distributing the brochures. To verify the accuracy of the final documents, OPM
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obtains 20 brochures from each plan's first print in.'g According to an OPM official,
if OPM contract reviewers identify errors, they can require organizations to attach an
addendum, reprint the brochures, or pay a fine. The official said that any errors
identified are generally minor and are corrected through an addendum attached to the
brochures.

WEAKNESSES IN HCFA'S REVIEW PROCESS
ALLOWED PROBLEMS IN PLAN MATERIALS
TO GO UNCORRECTED

Although HCFA approved all the member literature we reviewed, weaknesses in three
critical elements of the agency's review process allowed errors to go uncorrected and
important information to be omitted. Our review showed that the structure of HCFA's
contracting documents has created problems in determining the accuracy of plan
materials and has resulted in the omission of important benefit details by several
organizations. Additionally, HCFA's lack of consistent standards has contributed to
inconsistent reviews and extra work and may have increased the chance of errors
slipping through the review process undetected. Moreover, MCOs have failed to
correct plan materials as required by HCFA staff. HCFA has begun to address some,
but not all, of the issues we have identified.

HCFA's Standard for Gauing Accuracy
in Plan Materials Is Faulty

MCOs' Medicare contracts, which include the BIF, establish the foundation for HCFA's
review of marketing materials. HCFA reviewers are instructed to use the BIF to check
that plan member literature accurately reflects the contracted benefits and member
fees. Reviewers told us, however, that the BIFs often do not provide the required
detail, and our work revealed that the BEFs did not provide consistent or complete
benefit descriptions. For instance, the BIFs did not always specify whether a plan's
prescription drug benefit covered only specific drugs. Restricting coverage to a list of
specific drugs, or a formulary, is a common element of plans' benefit packages. Yet of
our sample of 16 MCOs, -14 used formularies in one or more of the plans they offered,
but only 8 disclosed this restriction in their BlFs.

Because BIFs are often incomplete, reviewers sometimes rely on benefit summary
sheets provided by MCOs to verify the accuracy of plan materials. This practice is
contrary to HCFA policy, which requires an independent review of the MCOs' plan

"We did not review OPM's processes or validate the accuracy of plan brochures.
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literature. The reviewers who approved the erroneous materials cited earlier
explained that some of the errors might have occurred because the MCOs' summary
sheets incorrectly described plans' benefits. This was the explanation given by the
reviewer who approved the plan member literature advertising a $600 annual benefit
limit for brand-name prescription drugs instead of the contracted $1,200 annual limit.

Lack of Standards Hampered Review
of Important Member Literature

The lack of detailed standards for plans' member literature can result in misleading
comparisons and put some MCOs at a competitive disadvantage. Without detailed
standards, HCFA reviewers have wide discretion in approving or rejecting plan -
materials. The MCO representatives and HCFA officials we spoke with said that this
latitude leads to inconsistent HCFA decisions. An MCO official told us that, while
several plans in a market area required a copayment for ambulance services if a
beneficiary was not admitted to a hospital, not all plans were required to disclose that
fact The HCFA reviewer responsible for one plan's materials required the plan to
disclose the fee, yet different HCFA staff in the same regional office who reviewed
other plans' materials did not require similar disclosure. These inconsistent review
practices caused one plan's benefits to appear less generous, even though several
other plans had similar benefit restrictions.

The lack of mandatory format and terminology standards for key member literature,
such as benefit summary brochures and member policy booklets, increases the
amount of time and effort needed to review and approve plans' member literature.
Moreover, unlike many government programs, Medicare does not require MCOs to use
standard forms for such typical administrative functions as enrollment, disenrollment,
and appeals. Instead, each organization creates its own forms. Consequently, HCFA
staff spend a great deal of time reviewing disparate documents that could be routine
forms. Several reviewers commented that the volume and complexity of MCOs'
member literature contributed to the likelihood that errors would pass through the
review process undetected. Agency staff said that they could spend more time
reviewing important member documents, such as member policy booklets, if HCFA
required the use of standard forms for administrative functions.

HCFA officials recognize that standardizing key documents and terms would facilitate
their review of plans' marketing materials and reduce the administrative burden on
both HCFA and MCOs. Some agency officials expressed concern, however, that MCOs
might resist efforts to standardize the way information is presented. In fact, many of
the MCO officials we spoke with said they would welcome some standardization
because it could save them time and money. One MCO official commented that MCOs
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may not be using HCFA's current guidelines and suggested standards because they are
voluntary and use language that is legalistic and confusing to beneficiaries. Several
MCO officials stressed that any mandatory standards should be developed with
industry input and with the advice of professional marketing specialists.

Reviewers Did Not Ensure That Final Materials
Incoroorated Required Corrections

MCOs are responsible for correcting errors in their marketing materials and
distributing accurate information. Some HCFA reviewers told us that they do not
approve marketing materials until the MCO has corrected all identified errors. Other
HCFA reviewers told us that they give contingent approval-that is, they approve the
material if the MCO agrees to make specific corrections. The MCO is required to send
a copy of the print-ready document to HCFA so the reviewer can verify that the
corrections were made. Reviewers often did not have copies of the print-ready or
final documents in their files, however. Several reviewers admitted that it was
difficult to get the final documents from MCOs and that they generally trust the
organizations to publish materials as approved or to make the corrections outlined in
approval letters. Moreover, reviewers noted that the contingent approval practice was
adopted to expedite reviews when materials required only minor corrections.

However, MCOs did not always correct the errors HCFA identified during the review
process. We reviewed one plan's summary of benefits that incorrectly commingled
1997 and 1998 benefit information. The document we received from the MCO official
contained several handwritten notations correcting inaccurate benefit information.
For example, the copayment for prescription drugs was listed as $5, but a handwritten
note indicated that there was no copayment for generic drugs. The HCFA staff
member responsible for approving the material showed us a working copy of the
document on which she had indicated the need for numerous changes. The published
document we observed, however, did not incorporate many of these corrections. The
reviewer had been unaware that the published document contained errors because she
had never received a print-ready copy from the MCO.

New HCFA Efforts Hold Promise and Challenge

HCFA has undertaken several efforts to address some of the problems we identified
during our review. The agency is developing a new plan benefit package (PBP) that it
hopes will replace the BIF. The PBP's new format improves upon the BIF by
standardizing the information collected from each plan. The PBP includes detailed
checklists that make it easier to obtain consistent benefit information from plans.
However, the PBP is flexible enough to capture benefit features that do not fit neatly
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into a predetermined checklist Using the PBP should also facilitate efforts to
standardize member literature. HCFA intends to pilot test the PBP with a few MCOs
this year for contract submissions effective in 2000. HCFA officials estimate that the
PBP proposal will need to begin the Office of Management and Budgets clearance
process no later than August 1999 to achieve full implementation by 2000. Otherwise,
full implementation could be delayed.

Agency officials also recognize the importance of more uniform member literature and
have articulated their intent to standardize key documents in future years. As a first
step, HCFA established a work group to develop a standard format and common
language for all plans' benefit summaries. HCFA hopes to establish the benefit
summary by May and plans to use it in the fall 1999 benefit summary brochures.
Achieving this goal will require HCFA's work group to reach consensus on standards
for clear and accurate information and to avoid imposing burdensome requirements on
MCOs. HCFA's long-term goals include establishing standards for other key-
documents, but the agency has not yet developed a coordinated strategy for its long-
term efforts or decided whether such standards will be voluntary or mandatory.

CONCLUSIONS

Beneficiaries who enrolled or considered enrolling in the plans we reviewed were not
well-served by plans' efforts to produce member materials or HCFA's review of them.
The information that plans distributed was often confusing and hard to compare.
Some plans distributed inaccurate or incomplete information or provided the
information after beneficiaries had made their enrollment decisions, when it was less
useful. These problems significantly limited beneficiaries' ability to make informed
decisions about their health plan options. Moreover, some beneficiaries may have
been denied health care coverage to which they were entitled or required to pay
unexpected out-of-pocket fees. In contrast, each FEHBP plan must provide
prospective enrollees with a single, comprehensive brochure to facilitate comparisons
and informed enrollment choices.

Revisions to HCFA's current review process and procedures could greatly improve the
quality of plans' member literature. For example, full implementation of HCFA's new
contract form for describing plans' benefit coverage, the PBP, could help ensure that
approved member literature is accurate and fully discloses important plan information.
Similarly, standard terminology and formats for key member literature would facilitate
full disclosure and provide beneficiaries with comparable plan information. Moreover,
new standards for the distribution of key member literature would enable beneficiaries
to have the information they need when they need it. The required use of standard
forms for routine administrative functions, such as member enrollment, could reduce
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HCFA's workload and allow staff to spend more time reviewing important member
literature. Finally, efforts to standardize review procedures would help ensure
consistent application of the agency's marketing material review policy.

RECOMMENDATIONS TO THE ADMINISTRATOR
OF THE HEALTH CARE FINANCING ADMINISTRATION

In October 1996, we recommended that the Secretary of Health and Human Services
direct the HCFA Administrator to (1) require standard formats and terminology for
important aspects of MCOs' marketing materials, including benefits descriptions, and
(2) require that all literature distributed by organizations follow these standards.
Although HCFA has taken initial steps toward this end, significant work remains.
Therefore, we are both renewing our previous recommendations and recommending
that the HCFA Administrator take the following additional actions to help Medicare
beneficiaries make informed health care decisions and reduce the administrative
burden on agency staff and MCOs.

- Require MCOs to produce one standard, FEHBP-like document for each
plan that completely describes plan benefit coverage and limitations, and
require MCOs to distribute this document during sales presentations and
upon request.

Fully implement HCFA's new contract form for describing plans' benefit
coverage, the PBP, for the 2001 contract submissions to facilitate the
collection of comparable benefit information and help ensure full
disclosure Of plans' benefits:

- Develop standard forms for appeals and enrollment.

- Take steps to ensure consistent application of the agency's marketing
material review policy.

AGENCY COMMENTS:

HCFA agreed with our findings that the agency's review process and procedures need
to be strengthened in order to ensure that beneficiaries receive accurate and useful
information. The agency also concurred with our recommendations to improve the
oversight of Medicare+Choice organizations' marketing materials and to require the
use of standardized formats and language in plans' member materials. HCFA has
steps under way that may help correct some of the problems we found. For example,
the agency is developing a standardized summary of benefits document and intends to
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require Medicare+Choice organizations to use the document beginning in November
1999.

While HCFA's efforts may standardize important aspects of plans' materials, such as
information about appeal rights, these efforts stop short of requiring Medicare+Choice.
organizations to provide a single standard and comprehensive document that describes
plan benefits and beneficiaries' rights and responsibilities as plan members HCFA
believes that Medicare+Choice organizations should retain the flexibility to develop
materials that differentiate their services from those provided by other
Medicare+Choice organizations. We agree that MCOs should be able to differentiate
their plans. However, requiring MCOs to provide an FEHBP-like brochure, in addition
to other plan materials, would.preserve the MCOs' flexibility and provide-Medicare
beneficiaries with more complete and comparable information than they may currently
receive. In fact, these standard brochures may encourage plans to compete on real
differences in plan features. The full text of HCFA's comments appears in appendix L

As agreed with your offices, unless you publicly announce its contents earlier, we plan
no further distribution of this report until I day after the date of this letter. At that
time, we will send copies of this report to The Honorable Donna E. Shalala, Secretary
of Health and Human Services; The Honorable Jacob Lew, Director, Office of
Management and Budget; The Honorable Nancy-Ann MinDeParle, Administrator of the
Health Care FInawncing Administration; and other interested parties. We will also make
copies available to others upon request.

This report was prepared under the direction of James Cosgrove, Assistant Director,
by Marie James, Keith Steck, and George Duncan. If you or. your staff have any
questions about this report, please contactAMr. Cosgrove at (202) 512-7029 or me at
(202) 512-7114.

William J. Scanlon
Director, Health Financing

and Public Health Issues
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SCOPE AND MEOTHOIDOGY

To do this work, we reviewed relevant policies and procedures at Health Care
Financing Administration (HCFA) headquarters and regional offices. We also
interviewed HCFA officials at headquarters and at all regional offices and spoke with
representatives of industry and beneficiary groups. We visited four regional offices
(Atlanta, Chicago, Philadelphia, and San Francisco) that cover high managed care
penetration areas. In addition, we analyzed 1998 member literature and Medicare
contracts for 16 of the 346 MCO contracts effective in 1998 (4 from each region we
visited). Our sample included MCOs that varied in enrollment levels, structure,
location, and years of Medicare experience. Because each MCO can offer more than
one plan-for example, a standard option and a high option-we reviewed key materials
for a total of 26 plans. We considered key member literature to include benefit
summary brochures, member policy booklets,' 9 member handbooks, and plan letters
related to benefit changes. The plans we reviewed used various combinations of these
key documents to disclose the details of their benefit packages, including benefit
restrictions and members' rights. Finally, we compared the Federal Employees Health
Benefits Program and Medicare's standards for plans' member literature.

Our analysis focused on three benefits that vary in complexity: ambulance
transportation, annual screening mammography, and outpatient prescription drugs.
We selected ambulance transportation and screening mammography because these
benefits must be provided by all Medicare plans and are relatively simple to describe
and understand. We selected the outpatient prescription drug benefit because it is
complex, not covered by traditional Medicare, and an important consideration in many
beneficiaries' enrollment decisions.

'9MCOs typically use a member policy bookdet as the agreement between the plan and
the beneficiary. This document may also be referred to as a member contract,
evidence of coverage, or subscriber agreement.
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Senator Breaux [presiding.] Senator Grassley has gone to vote.
They tell me we are going to have four votes in a row, so I think
we are going to try to get our questions in, and then we will submit
written questions rather than keep all of you here until midnight.

I have just a couple of quick things. In the example in the chart
that you have up here, Dr. Scanlon, on. the left is the HCFA oper-
ational policy as to how the plans should be presented; is that cor-
rect?

Mr. SCANLON. That is correct.
Senator BREAUX. Is the thing on the right an actual example of

one Medicare+Choice plan?
Mr. SCANLON. An actual example of three Medicare+Choice

plans.
Senator BREAUX. And they are all absolutely, totally wrong on

the first thing, about mammographies; correct?
Mr. SCANLON. That is correct.
Senator BREAUX. How does that not get caught? Did it just slip

by?
Ms. CRONIN. It should have gotten caught. It absolutely should

have gotten caught.
Senator BREAUX. Maybe we need a Spell-Check or something like

that.
Ms. CRONIN. Well, as has been pointed out, what will happen in

the future is that the words will be standardized so that there will
not be a lot of options to add extra things, and you can quickly-

Senator BREAUX. Or to hide it somewhere else in their proposal.
Ms. CRONIN. That is right.
Senator BREAUX. It is not only going to help the beneficiary un-

derstand; it is going to also help HCFA to be able to monitor it a
lot more easily.

Ms. CRONIN. That is right. So it will be much easier to capture
errors when you are comparing a standardized description against
a template.

Senator BREAUX. OK Where are% we on the timing of the new
way of doing this?

Ms. CRONIN. This piece that we have seen, we want to focus
group test and get public comment, because this has been informed
by both the industry and beneficiary advocates, but we want to
make sure that end-users can understand these words.

Senator BREAuX. I asked the question before about the cancella-
tion policy.

Ms. CRONIN. Yes. I made a note of that.
Senator BREAUX. Do you think that is something that could be

put in here?
Ms. CRONIN. Yes.
Senator BREAUX. Do you think that what I asked about makes

sense?
Ms. CRONIN. Yes. Also, the other place where we need to make

sure that it is more understandable-it was in the "Medicare and
You" handbook that was in the pilot States, including Ohio, actu-
ally, but if Mr. Stringer did not see it, we need to make sure that
it is much clearer. And in the context of thinking.about doing our
'Medicare and You" handbook which is sent to every Medicare ben-
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eficiary, that is another place where we need to make it clearer
that in fact the plan contract is really just for a year.

Senator BREAUX. And my final question is in the new way of out-
lining it, can we spell out the appeals rights? Is that something
that can fit in the side-by-side comparison in some way?

Ms. CRONIN. Well, we have the one bullet that says "You have
the right to appeal a denial of service. If the service is denied, you
will receive a detailed explanation from us."

Senator BREAUX. Where is that?
Ms. CRONIN. That is at page 2, the last bullet, right above "Serv-

ice Area." "You have the right to appeal a denial of service. If the
service is denied, you will receive a detailed explanation from us."

Senator BREAUX. That is such an important part of it, I think it
almost ought to be highlighted-I am just making a suggestion-
but I would like to see that appeal thing highlighted in the bro-
chures that are submitted. I think that is something that would be
helpful.

Thank you all very much.
Senator Collins.
Senator COLLINS. Thank you, Senator Breaux.
I want to follow up on the question that Senator Breaux asked

you about the information being just plain wrong, contradicting
HCFA's policy. You have conceded that HCFA should have caught
it. Well, now you know about it, so what do you do now? Are there
sanctions?

Ms. CRONIN. We want to find out who the plans are. First, we
need to investigate it and verify it, although we have no reason to
doubt that this is not accurate. Then we will take some type of ac-
tion. The options are that we can do a corrective action plan in
terms of closely monitoring the plans and looking at all of their
marketing materials, so there will be increased scrutiny. If we find
additional problems, I think we have options in terms of requiring
the plan to cease and desist enrolling and marketing. And ulti-
mately, we have civil monetary penalties.

Senator CoLLINs. You do have civil monetary penalties that can
be applied.

Ms. CRONIN. Yes.
Senator COLLiNS. So you could fine a plan for this kind of error

or misleading statement.
Ms. CRONIN. Yes.
Senator COLT Ns. Can you bar them from participating in Medi-

care if it were a more egregious or repeated violation?
Ms. CRONIN. I would imagine so, but I probably should check on

the answer to that question.
Senator COLLINS. Mr. Scanlon, again, I want to thank you for the

work that GAO has done, not only in this area but for my sub-
committee as well in the area of Medicare fraud. It has always
been of very high quality.

You note that the variation in Medicare plan literature contrasts
very sharply with the uniformity of plan information distributed by
managed care plans participating in the Federal Employees Health
Benefits Plan. Indeed, as all of us have talked about, we get a very
easy-to-understand booklet once a year during open season, whic
has a standard format and standard terminology. Are you aware of
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any problems that either OPM or managed care plans participating
in the Federal employees' program have had in complying with the
requirement for uniformity?

Mr. SCANLON. We have not heard any, and we have had consid-
erable contacts with OPM about the FEHBP program and the type
of information that they require. In addition, we have worked close-
ly with plans in terms of the Medicare work that we have been
doing. They have not volunteered anything to us that it is difficult
to produce this information for FEHBP.

We selected FEHBP as a model partly because it is very familiar
to all of us here, but many corporations are also in a leadership po-
sition in terms of trying to standardize information and make it as
user-friendly as possible for their employees. These corporations
recognizing that this is an incredibly important but incredibly com-
plicated choice. So we think that their experience, too, is relevant
here.

Senator CoLLINS. So you do not see any reason why the HMOs
that are participating in Medicare could not provide the same sort
of easy-to-understand information that the HMOs participating in
the Federal employees' plan or the better corporate plans provide
to their participants?

Mr. ScANLON. We see no barriers, and in fact many of them are
the same plans.

Senator CoLLINs. I was going to ask that. I would imagine many
of them are the same.

Mr. SCANLON. That is right. There is significant overlap.
Senator COLLINS. In your testimony, you also noted that the

managed care plans submit the beneficiary information to HCFA,
which in turn has 45 days to conduct its review. But as I under-
stand it based on your testimony, the plans are free to distribute
the materials if HCFA does not disapprove the materials within
the timeframe.

Seeing the information you uncovered makes me wonder whether
HCFA is really reviewing the materials or whether in fact the 45-
day timeframe simply expires, and the materials are used. Did you
look at that?

Mr. SCANLON. We did not look directly at the number of times
the 45 days expired. We did find examples where there was an ac-
tual review, and in these cases, it involved instances where there
was a review and still the plan literature was wrong when distrib-
uted. We also found cases where the plan literature review re-
vealed that there was a problem and that it was not corrected
when the plan was given notice of that problem.

Senator CoLLINs. Unfortunately, a vote is in progress, and there
is very little time left. I get to be chairman right now, and with
my new, enhanced power, I am going to actually adjourn the hear-
ing at the direction of the chairman. But we do all have a lot of
additional questions that we will be submitting them for the
record, so in my new role as Chairman Collins of the Aging Com-
mittee, this hearing is adjourned.

Thank you for your participation.
[Whereupon, at 4:29 p.m., the committee was adjourned.]



APPENDIX

GAO RESPONSES TO COMMITTEE QUESTIONS ON OVERSIGHT OF PLAN INFORMATION
AND APPEAL REPORTS

Question. In your estimation, why does the review process vary among the regions
and what can be done to provide greater consistency?

Answer. Regional office reviewers have wide discretion to approve or reject man-
aged care organizations' (MCO) member literature because HCFA has not required
a common set of format and terminology standards for this literature. This discre-
tion results in inconsistent HCFA decisions, unnecessary delays, and extra costs for
the agency and the MCOs. While HCFA has some guidelines related to marketing
materials, both plan officials and HCFA staff have questioned their usefulness be-
cause the guidelines are voluntary and often suggest legalistic and confusing lan-
guage. Moreover, some HCFA regional offices follow these guidelines, while others
do not, thereby creating another source of inconsistency among the regions' review
processes.

We made several recommendations to HCFA that could help ensure a more con-
sistent review process and standardize the information provided to Medicare bene-
ficiaries. First, we suggested that HCFA develop standard formats and terminology
for important aspects of MCOs' member literature, including benefits descriptions.
Second, we recommended that HCFA require all MCOs' member literature follow
these standards. Both of these recommendations would add structure and consist-
ency to HCFA's review process. Third, we recommended that HCFA take .steps to
ensure consistent application of the agency's review policy.

Question. In your recommendation, you suggest that HCFA should require each
plan to produce one standard, FEBBP-like document that fully discloses benefit cov-
erage and limitations. Can you comment on how difficult this would be to produce
and what is a realistic time frame for HCFA and the plans?

Answer. While developing a standard FEHBP-like document is not a simple task,
,it is also not an impossible one. HCFA is currently designing a standard benefit
summary document and intends to require MCOs' to use it beginning in November
1999 to coincide with the Medicare+Choice open enrollment period. This effort is a
good first step, but will not result in a comprehensive document that fully describes
plan benefits and beneficiaries' rights and responsibilities as plan members.

If HCFA used the standard benefit summary document as the starting point, a
more comprehensive FEHBP-like document likely could be developed in time for
MCOs to use in 2000. Producing such documents should not impose too great a bur-
den on MCOs, as they provide similar documents for FEHBP and others.

Question. As a follow-up to my last question, do you think requiring an FEHBP-
like brochure would help facilitate beneficiaries' ability to choose a plan, and would
it have any impact on plans and their ability to compete?

Answer. Currently, plan comparisons are very difficult because MCOs do not use
the same language to describe the same benefits and they do not use the same for-
mat in presenting information. Setting language and format standards for MCOs'
member literature would facilitate plan comparisons. A single comprehensive docu-
ment from each plan that describes its benefits and restrictions would help ensure
that beneficiaries have full, accurate, and comparable information about their health
plan options and would enhance their ability to make informed decisions.

Requiring each MCO to provide an FEHBP-like brochure may encourage greater
competition because beneficiaries could more readily focus on differences in plan fea-
tures. Moreover, each MCO could distribute additional plan materials to differen-
tiate its plans from those provided by other MCOs. MCO officials we spoke with said
that they would welcome some standardization because it could save them time and
money by facilitating a more expedient and efficient review of their marketing mate-
rials. However, several MCO officials stressed that any mandatory standards should
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be developed with industry input and with the advice of-professional marketing spe-
cialists.

Question. How difficult would it be for. HCFA to develop other standard forms like
you suggest for enrollment and appeals that would be considered user-friendly?

Answer. Again, while developing standard, user-friendly forms is not an impos-
sible task, it requires some effort. Such an effort could involve consultation.with pro-
fessional communication experts, MCOs, consumer representatives, as well as many
other activities. However, HCFA has not explicitly committed to developing stand-
ard forms, indicating instead that it will standardize certain language for use in
plan notices.

Question. What is your reaction to requiring the plans to include in their denial
notices a brief explanation of the appeals process in Medicare and numbers of who
beneficiaries can call besides the plan?

Answer. Currently HCFA suggests that plans include in their denial notices the
names and telephone numbers of local organizations that could assist beneficiaries
with their appeals. Some plans follow this guidance, but others do not. We believe
that HCFA should ensure that the appeals process provides adequate protection to
Medicare beneficiaries. Requiring plans to include the names and telephone num-
bers of relevant local agencies would help beneficiaries understand and navigate the
appeals process.

Question. Does GAO have plans to evaluate HCFA's "Medicare & You" handbook
and the Medicare Compare database so that necessary improvements can be identi-
fied before the November 1999 annual open enrollment period?

We intend to look at how HCFA is conducting the 1999 information campaign.
While our work will not be completed in time to affect HCFA's handbook or data-
base before the 1999 open enrollment period, our results may suggest improvements
that HCFA could adopt in 2000.

Question. One major deficiency GAO pointed in its report on Medicare+Choice
plan information was the difficulty some beneficiaries may have in getting detailed
information about benefits and restrictions. It is my understanding tat HCFA's in-
structions in this area are rather vague and, in fact, may actually lead beneficiaries
to a dead end. HCFA's guidelines suggest that managed care plans refer bene-
ficiaries to the Medicare contract for full details of the benefit package. However,
since the plan's contract with Medicare contains proprietary information, it is fully
within the plan's discretion not to release that information to the requesting bene-
ficiary.

(A) Did GAO offer any recommendations to HCFA as to how this situation could
be corrected?

Answer. We recommend that HCFA require MCOs to produce one standard,
FEBBP-like document for each plan that completely describes plan benefit coverage
and limitations, and require MCOs to distribute this document during sales presen-
tations and upon request. If this recommendation is adopted, beneficiaries would
have no need to obtain a copy of the MCO's contract.

(B) Has HCFA taken action to change its guidelines?
Answer. HCFA is reviewing its guidelines, but the agency has not made a commit-

ment to requiting MCOs to produce a comprehensive and standard FEHBP-like doc-
ument.

HCFA RESPONSES TO SENATOR GRAssLEY'S QUESTIONS REGARDING OVERSIGHT OF
MEDICARE+CHOICE PLAN MARKETING AND APPEALS

Question. I am curious to know why HCFA cannot implement similar guidelines
to programs such as FEHBP where plans have to send a complete description of
benefits every year that reflect current benefits and any changes that may have oc-
curred along with a letter? I realize we are in a transition phase to an open enroll-
ment process, but what does HCFA have in place to ensure beneficiaries receive this
coverage document and any changes in benefits? And if you don't intend to require
plans to provide full disclosure both prior to enrollment and after enrollment, why
not?

Answer. The Medicare+Choice regulation published on June 26, 1998 does include
guidelines similar to FEHBP that require all Medicare+Choice plans to provide en-
rollees with a complete description of benefits at the time of enrollment and annu-
ally thereafter. Plans fulfill the annual notification requirement by providing bene-
ficiaries enrolled in the plan with a document called the Evidence of Coverage. We
have model language for this document, but plans often use their own language. We
will soon begin work on standardizing the Evidence of Coverage and plan on requir-
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ing Medicare+Choice plans to use a standardized Evidence of Coverage by the No-
vember 2000 open enrollment period.

This Fall, all plans will be required to provide both current and prospective enroll-
ees a standardized Summary of Benefits. The Summary of Benefits, while not as
detailed as the Evidence of Coverage, provides beneficiaries with general informa-
tion about the plan (e.g., appeal rights, using network providers) and also includes
a table comparing plan coverage and cost sharing to original fee-for-service Medi-
care. The table must include all Medicare-covered benefits, and must also contain
information on certain additional benefits (such as prescription drugs or vision care)
if the plan provides these services. Attached is a sample of the Summary of Bene-
fits.

In addition to providing enrollees with an annual description of benefits,
Medicare+Choice plans are required to inform enrollees of any changes in the plan's
benefit package 30 days before such a change takes effect. In the case of benefit
changes that are effective on January 1, enrollees must be notified by October 15
(in time for the November open enrollment period). Plans typically fulfill this re-
quirement by sending their enrollees a letter describing the change.

Question. I know HCFA is undertaking measures to standardize the summary of
benefits and the terms to describe benefits. I recognize standardizing information
requires some flexibility to allow plans to describe their own unique benefits, and
I support that. However, benefits covered by Medicare fee-for-service should not
vary in Medicare+Choice so these benefits should be easier to describe in a stand-
ardized way. Would you agree with this statement?

Answer. Yes, the basic Medicare benefit descriptions are easier to standardize be-
cause Medicare+Choice plans are required to offer all the benefits covered by Medi-
care. However, plans also have flexibility to lower cost-sharing that they require
from beneficiaries relative to the fee-for-service cost sharing requirements. For ex-
ample, a Medicare+Choice plan may either require a beneficiary to pay 20 percent
cost-sharing for a service just like Medicare fee-for-service, or a Medicare+Choice
plan may also eliminate the cost sharing responsibility for the beneficiary. Even
given these differences, however, we are still able to provide information about these
benefits in a standardized way.

Question. I understand that states are getting more involved in review of Medi-
care marketing materials because these managed care plans are licensed in the
state. Can you tell me from your perspective how much this is happening and if it
causes your agency, the plans, or beneficiaries any problems since it is another layer
of review?

Answer. We do know that several states, through the Department of Insurance,
Department of Health, or Departments of Corporations, are highly involved in the
review of marketing materials. We have heard from several plans that state involve-
ment does lengthen the review process. For example, complications may arise when
language mandated by the state is inconsistent with Medicare requirements. Under
Federal preemption, state laws or standards that are in conflict with
Medicare+Choice standards are preempted by Federal law. These Federal preemp-
tion principles, which have been restated in the Balanced Budget Act of 1997 (BBA),
can thus be used if there is conflict between state and Federal requirements for
marketing materials. However, no plans have requested use of Federal preemption
authority to date.

Question. The appeals notices, in my estimation, should clearly state your rights
under the program, who to call, and numbers for assistance besides just the plan's
number. Why can't HCFA streamline these notices in a more user-friendly way and
require plans to include the local SHIP program, which is paid for by taxpayer dol-
lar, along with the Social Security office if they have questions?

Answer. Prior to the Balanced Budget Act of 1997 (BBA), Medicare regulations
required health plans to (1) provide denial notices stating the specific reasons for
an adverse determination, and (2) inform the enrollee of his/her nght to a reconsid-
eration, including an expedited reconsideration, by the plan. HCFA elaborated on
this regulation in a Program Memorandum (issued July 22, 1997, still prior to the
BBA), which required plans to provide appeals information upon denial of a pay-
ment or service, and provided model language for plans to use in informing enrollees
of their appeal rights. The model language included the following information:

* the conditions under which enrollees may appeal, and who may request an ap-
peal;

* the appeal process (including circumstances in which the enrollee may request
an expedited appeal of a service denial);

* the opportunity to submit additional information with the appeal;
* the opportunity for an extension if it would benefit the enrollee; and
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* the right to contact a Peer Review Organization (PRO) in the case of a quality
corplaint

The model language also informed enrollees about outside organizations that
could help respond to their questions about appeals. These organizations included
the Medicare Rights Center, the State Long-Term Care Ombudsman, the Area
Agency on Aging, and the State Health Insurance Assistance Program.

These provisions were further refined by the BBA and HCFAs Medicare+Choice
regulation published on June 26, 1998, which requires more detailed and under-
standable denial notices than those previously used by many plans. These notices
must explain (1) the specific. reasons or the denial in understandable language, and
(2) the enrollee's right to both reconsideration -by the plan and to several levela of
external review-beyond reconsideration by the plan (including both standard and ex-
pedited appeal processes).

In a forthcoming Operational Policy Letter (OPL) to Medicare+Choice organiza-
tions, HCFA will provide new model language for denial notices that will reflect the
new requirements of the BBA. HCFA will require-the notice to be written in plain
language, in a culturally competent manner, and contain telephone numbers for ex-
ternal assistance organizations.

Initially, Medicare+Choice organizations will be able to. choose whether to follow
the model language or use their own language.while the model language undergoes
consumer testing and subsequent revisions. However, our goal is to require manda-
tory use of final, standardized appeal notices by M-C organizations in 2000.

Question. How do beneficiaries rind out about the different time frames and what
their rights are under Medicare+Choice?

Answer. Beneficiaries are notified of their appeal rights in several different docu-
ments, and at multiple points in the process, as described below:

Annual Notices: Rights are summarized annually in the Medicare Handbook and
in the health plan's Evidence of Coverage, the document provided annually to bene-
ficiaries that summarizes benefits, rights, and protections. The Evidence of Cov-
erage includes detailed information concerning time frames within which an en-
rollee must request an initial coverage decision (i.e., an organization determination)
and an appeal, as well as time frames within which the M-C organization must
render its decision.

Notice Upon Discharge: Enrollees must be issued a written notice of appeal rights
upon discharge from an inpatient hospital. This notice provides information concern-
ing an enrollee's right to immediate review by a Peer Review Organization (PRO),
the time frames within which an enrollee must request a review, and the time
frames within which a decision must be rendered. M-C organizations must also
issue a notice of appeal rights to enrollees upon discharge from a skilled nursing
facility.

Notice Upon Denial: M-C organizations are required to provide enrollees with a
written notice of appeal rights whenever the organization denies a payment or serv-
ice, in whole or in part. The written notice includes the specific reasons for the de-
nial in understandable language, notification of the enrollee's right to an appeal (in-
cluding the circumstances in which the enrollee may request an expedited appeal
of a service denial), information concerning the time frames within which an en-
rollee must file an appeal, and the time frames within which the M-C organization
must render its decision.

Question. Regarding the appeals process, why has HCFA not provided plans with
clear guidelines on what should be considered urgent for expedited appeals?

Answer. Prior to the Balanced Budget Act (BBA), HCFA published a regulation
creating an expedited review process for managed care organizations. On July 22
1997, HCFA issued a Program Memorandum to all Medicare-contracting managed
care plans that required the plans to develop a system for identifying and handling
expedited cases. The regulation and Program Memorandum instructed organizations
to grant all request for expedited review that are either made or supported by a
physician. Enrollee request for expedited review, without physician support, must
be expedited if the plan determines that the enrollee's life, health or ability to re-
gain maximum function could be jeopardized by waiting for a standard determina-
tion.

This standard for expedited appeals was subsequently codified in the BBA. We be-
lieve the statutory standard for deciding whether to grant a request for an expedited
appeal-if "the organization determines that application of the normal time frame
for making a determination (or a reconsideration concerning a determination) could
seriously jeopardize the life or health of the enrollee or the enrollee's ability to re-
gain maximum function," -provides sufficient information to guide M-C organiza-
tions in operationalizing the expedited review process. However, HCFA plans to re-



167

view whether it would be appropriate to specify expedited criteria in further instruc-
tions to M-C organizations.

HCFA RESPONSES TO SENATOR SANTORUM'S QUESTIONS REGARDING OVERSIGHT OF
MEDICARE+CHOICE PLAN MARKETING AND APPEALS

Question. What initiatives has HCFA undertaken to ensure the consistency with
which HCFA regional offices review and provide guidance to health plans regarding
their marketing materials?

Answer. We are aware of the issues regarding uniform application of marketing
review regulations and guidelines across the 10 HCFA Regional Offices. We wil
continue to expand our existing effort to address the complex issue of uniformity of
review. This effort includes the following activities:

(a) Final Verification of all Marketing Materials. HCFA central office has issued
requirements for the regional offices that all final marketing documents must be re-
viewed before they are used to ensure that HCFA's required changes are incor-
porated.

(b) Pilot Study on Centralization. We are pursuing options regarding the feasibil-
ity of centralized marketing review. We wil initiate a nationally representative, 6-
month pilot study on the efficacy of a private sector contractor performing the re-
view of marketing materials.

(c) Medicare Managed Care Marketing Product Consistency Team. This group is
comprised of representatives from all 10 HCFA Regional Offices and HCFA Central
Office policy and operational staff. The group meets monthly to update the National
Marketing Guide and to address any marketing issues that have arisen regarding
operational or policy interpretations. This team will further review the GAOs find-
ings and determine additional changes that need to be made to our marketing re-
view practices and training of HCFA staff

(d) Use of Standardized Forms. We are moving toward the use of standardized
forms that will preclude plan variation in a number of areas. This Fall, we will re-
quire plans to use a standardized Summary of Benefits. In the future, we will re-
quire plans to use standardized beneficiary notification materials and enrollment
forms.

Question. What initiatives has HCFA made to improve the "beneficiary friendli-
ness" of the required language in notices to beneficiaries regarding their appeal
rights?

Answer. To help ensure that notices are understandable and useful to bene-
ficiaries, HCFA provides model language to Medicare-contracting organizations. On
July 22, 1997, HCFA issued a Program Memorandum with model language, includ-
ing an explanation of enrollee appeal rights, for use by all Medicare-contractin¶
plans upon denial of-payment or services. HCFA is currently developing new mode
language incorporating simplified language that will permit enrollees to better un-
derstand their appeal rights upon denial. In preparing that new language, HCFA
contracted with an external orgition to translate the existing language into a
more user-friendly format (i.e., plain English"). HCFA has also worked closely with
industry groups and advocacy groups to redesign the notice of appeal rights pro-
vided to beneficiaries upon discharge from an inpatient hospital. All model language
will be consumer tested in an attempt to ensure that beneficiaries will be able to
clearly understand their appeal rights.

Question. What efforts has HCFA made to correct errors in the"Medicare & You"
handbooks? I understand that in a major Oregon market only one Medicare+Choice
plan was listed whereas there are actually four available. In addition, in parts of
Washington and Florida, brochures were mailed with a statement that the informa-
tion presented is incorrect and that the beneficiaries should call a toll-free-number
if they had any questions. What activities is HCFA undertaking to ensure greater
accuracy in its educational materials, particularly in preparation for the November
1999 annual open enrollment period?

Answer. The print production rocess for the 1999 handbook began in June 1998.
All information included in the handbook had to be finalized by that time. When
the 1999 Medicare & You handbooks were printed, the information was correct.
However, in October, some plans decided to leave the Medicare program or reduce
the area they served which caused some of the information in the handbooks to be
incorrect. Such errors will not occur this year because plans must notify us earlier
(July 1) if they plan to leave the Medicare program.

The 2000 Medicare & You handbooks will contain limited plan information, such
as Medicare+Choice plan names, telephone numbers, ranges of premiums for plans
available, and a note if prescription drugs are offered. The handbooks will refer
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beneficiaries to the 1-800-MEDICAR(E) number and the www.medicare.gov website
for up-to-date and accurate specific information about the plans avilable to them
in their area, along with a detailed description of the plans' benefits.

In Oregon, however, some plans were inadvertently omitted from the 1999 Medi-
care & You handbook. These errors were the result of proposed health plan mergers
that were never completed and problems in our verification process. Since we have
simplified the handbook's contents and have modified the verification process, we
do not expect that these problems will reoccur-in the future.

Question. Some beneficiary confusion may stem from lack of understanding of im-
portant managed care concepts such as using physicians, hospitals, or other provid-
ers that are in a plan's network, or using primary care physicians as gatekeepers.
I understand that the Medicare Compare database did not accurately convey some
of these important concepts. Has HCFA taken steps to fix these inaccuracies and
improve the beneficiary friendliness of the Medicare Compare database?

Answer. Medicare Compare does provide some information on managed care con-
cepts. For example, the database includes a section called "Doctor and Hospital
Choice." Under this section a plan's description includes language such as "You
must go to plan doctors, specialists, and hospitals. You need a referral to see spe-
cialists."

We are continually evaluating the comments we receive and working to improve-
the Medicare Compare database. In the process of standardizing the Summary of
Benefits that health plans provide to enrollees, we have developed better language-
for describing plan benefits. We will use this improved language in future revisions
to Medicare Compare, including revisions made this Fall.

Other parts of the www.medicare.gov website, such as the general
Medicare+Choice plan Questions and Answers and Glossary of Terms, are being up-
dated to provide more information on key managed care concepts. Beneficiaries can
also obtain general information from the Medicare & You handbook.

HCFA RESPONSES TO SENATOR REED'S QUESTIONS REGARDING OVERSIGHT OF

MEDICARE+CHOICE PLAN MARKETING AND APPEALS

Question. The GAO report discussed several oversight problems related to health
plan materials distributed to Medicare managed care beneficiaries and prospective
beneficiaries. One notable example in the report was the inaccurate statement made
in several plans' marketing materials that beneficiaries required physician referrals
to obtain screening mammograms. As we all know, this directly contradicts Medi-
care policy which allows beneficiaries to obtain this service without a referral.When
HCFA institutes a change in policy regarding Medicare benefits or coverage, what
process does the agency undertake to ensure that contracting plans are aware of
this change and understand what they need to do to conform appropriately?

Answer. Every January 15, we provide Medicare+Choice plans with advance no-
tice of changes in the payment methodology. As part of this notice, we highlight any
benefit changes to Medicare that are due to recently enacted legislation or changes
in regulation. In addition, we often issue Operational Policy Letters that clarify cur-
rent HCFA policy or advance new policies based on current law and regulations.
These letters also highlight changes in Medicare benefits. These letters are posted
on our website and are also sent to the major health plan associations, who in turn
distribute them to the plans. An Operational Policy Letter was issued on October
2, 1997, clarifying that beneficiaries do not need a referral for screening manmmo-
gram.

We are also changing the way that Medicare+Choice plans provide us with infor-
mation about their benefits, which will help us catch errors in plan materials. This
new method for capturing plan information will address one of the problems found
by the GAO-that some plans incorrectly stated that preauthorization was needed
for screening mammography. Because the mammography service category is pre-
determined by HCFA policy, the new system does not aow a Medicare+Choice plan
to enter different authorization rules for this benefit.

Question. Do fee-for-service plans exhibit similar problems in implementing policy
changes to their marketing materials?

Answer. If you are referring to private fee-for-service plans, thesetypes of plans
would be notified about policy changes in the same manner as other
Medicare+Choice plans, as discussed above. However, we do not currently have any
private fee-for-service plans contracting with Medicare. If your question is referring.
to original fee-for-service Medicare, there are no contracting plans in original fee-
for-service and no marketing materials that are reviewed. Under original fee-for-
service Medicare, organizations that process claims from physicians and hospitals
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receive funding from Medicare for education and training of providers. This training
may include bulletins and newsletters, seminars, teleconferences, and computer-
based training modules to give providers information about billing or coverage
changes, including the addition of new Medicare benefits.

Question. In instances where a health plan is in violation of HCFA practices, what
types of penalties or other action is HCFA authorized to take against the plan?

Answer. We have the authority to impose sanctions on plans for violating HCFA
marketing policies. Two practices are specified as violations: health screening by
plans of potential enrollees and misrepresenting or lying to beneficiaries about plan
benefits.

The statutory sanction authority allows us to suspend a plan's ability to market
to and/or enroll new members, and, through the Inspector General's office, impose
civil monetary penalties on plans. Also, instead of sanctions, we can issue corrective
action plans to managed care organizations when we find violations. A corrective ac-
tion plan may instruct the plan to take steps to ensure that all sales representatives
are trained appropriately and may include HCFA monitoring of the plan's sales
training classes or materials.

HCFA RESPONSES TO SENATOR CRAIG'S QUESTIONS REGARDING OVERSIGHT OF
MEDICARE+CHOICE PLAN MARKETING AND APPEALS

Question. What initiatives has HCFA undertaken to ensure the consistency with
which HCFA regional offices review and provide guidance to health plans regarding
their marketing materials?

Answer. We are aware of the issues regarding uniform application of marketing
review regulations and guidelines across the 10 HCFA Regional Offices. We will
continue to expand our existing effort to address the complex issue of uniformity of
review. This effort includes the following activities:

(a) Final Verification of all Marketing Materials. HCFA central office has issued
requirements for the regional offices that all final marketing documents must be re-
viewed before they are used to ensure that HCFA's required changes are incor-
porated.

(b) Pilot Study on Centralization. We are pursuing options regarding the feasibil-
ity of centralized marketing review. We will initiate a nationally representative, 6-
month pilot study on the efficacy of a private sector contractor performing the re-
view of marketing materials.

(c) Medicare Managed Care Marketing Product Consistency Team. This group is
comprised of representatives from all 10 HCFA Regional Offices and HCFA Central
Office policy and operational staff The group meets monthly to update the National
Marketing Guide and to address any marketing issues that have arisen regarding
operational or policy interpretations. This team will further review the GAO's find-
ings and determine additional changes that need to be made to our marketing re-
view practices and training of HCFA staff

(d) Use of Standardized Forms. We are moving toward the use of standardized
forms that will preclude plan variation in a number of areas. This Fall, we will re-
quire plans to use a standardized Summary of Benefits. In the future, we will re-
quire plans to use standardized beneficiary notification materials and enrollment
forms.

Question. What initiatives has HCFA made to improve the "beneficiary friendli-
ness" of the required language in notices to beneficiaries regarding their appeal
rights?

Answer. To help ensure that notices are understandable and useful to bene-
ficiaries, HCFA provides model language to Medicare-contracting organizations. On
July 22, 1997, HCFA issued a Program Memorandum with model language, includ-
ing an explanation of enrollee appeal rights, for use by all Medicare-contracting
plans upon denial of payment or services. HCFA is currently developing new model
language incorporating simplified language that will permit enrollees to better un-
derstand their appeal rights upon denial. In preparing that new language, HCFA
contracted with an external orgnztion to translate the existing language into a
more user-friendly format (i.e., plain English"). HCFA has also worked closely with
industry groups and advocacy groups to redesign the notice of appeal igts pro-
vided to beneficiaries upon discharge from an inpatient hospital. All model language
will be consumer tested in an attempt to ensure that beneficiaries will be ableto
clearly understand their appeal rights.
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