UNDER SECRETARY OF DEFENSE
4000 DEFENSE PENTAGON
WASHINGTON, DC 20301-4000

PERSONNEL AND MAR 277 2008
READINESS
The Honorable Carl Levin
Chairman, Commuttee on Armed Services

United States Senate
Washington, DC 20510-6050

Dear Mr. Chairman:

I am pleased to submit to you the (enclosed) report from the Department of
Defense Task Force on the Future of Military Health Care.

The Congress asked the Task Force to assess and recommend changes that
would help sustain the military health care services being provided to members of the
Armed Forces, retirees, and their farmlies Consistent with that mission stated in the
John Warner National Defense Authonzation Act for Fiscal Year 2007 (Section 711 of
Public Law 109-364), the Task Force submitted its report to me on December 20,

2007

The report contains 12 recommendations and additional action items designed
to maintain and improve the Military Health System for the long term I beheve that
the Task Force has provided good advice, and 1 appreciate its contributions. Overall,
its assessments and recommendations are evidence-based and well-reasoned. A
detailed evaluation of the report 1s underway. A senior oversight commuttee,
composed largely of leaders 1n the Mihitary Health System, has been established to
evaluate all the recommendations and actions with the objective of developing a timely
and feasible implementation plan The plan 1s due by the end of this year, and I look
forward to shanng 1t with you.

Thank you for your support of the Military Health System

bémccrely,
v 1~1£ J, 4 ,_ﬂ ’{1'1_,
David S é Chu
Enclosure
As stated
cc
The Honorable John McCain

Ranking Member ﬁ



UNDER SECRETARY OF DEFENSE
4000 DEFENSE PENTAGON
WASHINGTON, DC 20301-4000

PERSONNEL ARD

READINESS MAR- 2./~ 2008

The Honorable Ben Nelson

Chairman, Subcommuttee on Personnel
Commuttee on Armed Services

United States Senate

Washington, DC 20510-6050

Dear Mr Chairman

1 am pleased to submit to you the (enclosed) report from the Department of
Defense Task Force on the Future of Military Health Care

The Congress asked the Task Force to assess and recommend changes that
would help sustain the military health care services being provided to members of the
Armed Forces, retirees, and their families Consistent with that mission stated in the
John Warner National Defense Authorization Act for Fiscal Year 2007 (Section 711 of
Public Law 109-364), the Task Force submitted its report to me on December 20,

2007

The report contains 12 recommendations and additional action items designed
to maintain and improve the Military Health System for the long term I believe that
the Task Force has provided good advice, and [ appreciate 1its contributions Overall,
its assessments and recommendations are evidence-based and well-reasoned. A
detailed evaluation of the report 1s underway A semor oversight commuttee,
composed largely of leaders 1n the Mihtary Health System, has been established to
evaluate all the recommendations and actions with the objective of developing a timely
and feasible implementation plan The plan 1s due by the end of this year, and I look
forward to sharing 1t with you

Thank you for your support of the Military Health System
Sincerely,

- 11n )’{/ t‘_../_‘—f'—ﬂé”u

David S C Chu
Enclosure
As stated

cc
The Honorable Lindsey O. Graham

Ranking Member 6
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UNDER SECRETARY OF DEFENSE
4000 DEFENSE PENTAGON
WASHINGTON, DC 20301-4000

PERSONNEL AND

READINESS MAR ,,2~7 2008

The Honorable lke Skelton
Chairman, Commttee on Armed Services

U S. House of Representatives
Washington, DC 20515-6035

Dear Mr Chairman

I am pleased to submt to you the (enclosed) report from the Department of
Defense Task Force on the Future of Mihitary Health Care

The Congress asked the Task Force to assess and recommend changes that
would help sustain the mihitary health care services being provided to members of the
Armed Forces, retirees, and their families Consistent with that mission stated in the
John Warner National Defense Authonzation Act for Fiscal Year 2007 (Section 711 of
Public Law 109-364), the Task Force submutted its report to me on December 20,
2007.

The report contains 12 recommendations and additional action items designed
to maintarn and improve the Military Health System for the long term. 1 believe that
the Task Force has provided good advice, and I appreciate 1ts contributions Overall,
its assessments and recommendations are evidence-based and well-reasoned A
detailed evaluation of the report 1s underway A senior oversight commuittee,
composed largely of leaders 1n the Military Health System, has been established to
evaluate all the recommendations and actions with the objective of developing a timely
and feasible implementation plan The plan 15 due by the end of this year, and 1 look
forward to sharing it with you

Thank you for your support of the Military Health System

Sincerely,

s O, Db

David S C Chu
Enclosure
As stated

cc
The Honorable Duncan Hunter
Ranking Member

o



UNDER SECRETARY OF DEFENSE
4000 DEFENSE PENTAGON
WASHINGTON, DC 20301-4000

MAR 27 2008

PERSONNEL AND
READINESS

The Honorable Susan Davis

Chairwoman, Subcommuittee on Military Personnel
Commuttee on Armed Services

U S House of Representatives

Washington, DC 20515-6035

Dear Madam Chairwoman

I am pleased to submuit to you the (enclosed) report from the Department of
Defense Task Force on the Future of Military Health Care

The Congress asked the Task Force to assess and recommend changes that
would help sustain the mihitary health care services being provided to members of the
Armed Forces, retirees, and their families  Consistent with that mission stated in the
John Warner National Defense Authonization Act for Fiscal Year 2007 (Section 711 of
Public Law 109-364), the Task Force submatted 1ts report to me on December 20,

2007

The report contains 12 recommendations and additional action items designed
to maintain and improve the Military Health System for the long term [ believe that
the Task Force has provided good advice, and I appreciate its contributions Overall,
1ts assessments and recommendations are evidence-based and well-reasoned A
detailed evaluation of the report 1s underway A semor oversight commuittee,
composed largely of leaders in the Military Health System, has been established to
evaluate all the recommendations and actions with the objective of developing a timely
and feasible implementation plan The plan 1s due by the end of this year, and [ look
forward to sharning 1t with you

Thank you for your support of the Military Health System
Sincerely,

' ”"“‘ﬂwa A, ﬂ‘(th_/

DavidS C Chu
Enclosure,
As stated

ce
The Honorable John M McHugh

Ranking Member ﬁ



UNDER SECRETARY OF DEFENSE
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WASHINGTON, DC 20301-4000
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READINESS MAR 2’ 7oA

The Honorable Robert C Byrd
Chairman, Committee on Appropnations
United States Senate

Washington, DC 20510-6025

Dear Mr. Chairman-

I am pleased to submit to you the (enclosed) report from the Department of
Defense Task Force on the Future of Military Health Care

The Congress asked the Task Force to assess and recommend changes that
would help sustain the military health care services being provided to members of the
Armed Forces, retirees, and their famihies Consistent with that mission stated 1n the
John Warner National Defense Authorization Act for Fiscal Year 2007 (Section 711 of
Public Law 109-364), the Task Force submutted 1ts report to me on December 20,

2007

The report contains 12 recommendations and additional action items designed
to maintain and improve the Military Health System for the long term 1 believe that
the Task Force has provided good advice, and [ appreciate its contributions  Overall,
its assessments and recommendations are evidence-based and well-reasoned A
detailed evaluation of the report 1s underway A senror oversight commuttee,
composed largely of leaders in the Military Health System, has been established to
evaluate all the recommendations and actions with the objective of developing a timely
and feasible implementation plan The plan 1s due by the end of this year, and I look
forward to sharing 1t with you

Thank you for your support of the Mihitary Health System

Sincerely,
A

LJ"”“" 7, Lo

David S C Chu
Enclosure

As stated

cC
The Honorable Thad Cochran
Ranking Member

o



UNDER SECRETARY OF DEFENSE
4000 DEFENSE PENTAGON
WASHINGTON, DC 20301-4000

PERSONNEL AND

READINESS MAR 27 2008

The Honorable Daniel K Inouye
Chairman, Subcommuttee on Defense
Commuttee on Appropriations

United States Senate

Washington, DC 20510-6028

Dear Mr Chairman.

[ am pleased to submut to you the (enclosed) report from the Department of
Defense Task Force on the Future of Military Health Care

The Congress asked the Task Force to assess and recommend changes that
would help sustain the military health care services being provided to members of the
Armed Forces, retirees, and their families Consistent with that mission stated in the
John Warner National Defense Authorization Act for Fiscal Year 2007 {Section 711 of
Public Law 109-364), the Task Force submutted 1ts report to me on December 20,
2007.

The report contains 12 recommendations and additional action items designed
to maintain and improve the Military Health System for the long term I believe that
the Task Force has provided good advice, and I appreciate 1ts contributions, Overall,
1ts assessments and recommendations are evidence-based and well-reasoned A
detailed evaluation of the report 1s underway A semior oversight commuttee,
composed largely of leaders 1n the Mihitary Health System, has been established to
evaluate all the recommendations and actions with the objective of developing a timely
and feasible implementation plan. The plan 1s due by the end of this year, and I look
forward to sharing 1t with you

Thank you for your support of the Mihtary Health System

Sincerely,
h'vﬂ»f{/ ‘-/c ﬂ . %W
‘___.—-——-—-.
David S C Chu
Enclosure
As stated
cC

The Honorable Ted Stevens

Ranking Member ﬁ
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UNDER SECRETARY OF DEFENSE
4000 DEFENSE PENTAGON
WASHINGTON, DC 20301-4000

PERSONNEL AND

READINESS MAR 27 2008

The Honorable David R Obey
Chairman, Commuttee on Appropriations
U.S House of Representatives

Washington, DC 20515-6015
Dear Mr. Chairman

I am pleased to submut to you the {enclosed) report from the Department of
Defense Task Force on the Future of Military Health Care

The Congress asked the Task Force to assess and recommend changes that
would help sustain the military health care services being provided to members of the
Armed Forces, retirees, and therr families Consistent with that mission stated 1n the
John Warner National Defense Authonization Act for Fiscal Year 2007 (Section 711 of
Public Law 109-364), the Task Force submitted its report to me on December 20,

2007

The report contains 12 recommendations and additional action items designed
to maintain and improve the Military Health System for the long term 1 believe that
the Task Force has provided good advice, and I appreciate its contributions Overall,
1ts assessments and recommendations are evidence-based and well-reasoned A
detailed evaluation of the report 1s underway A senior oversight commuttee,
composed largely of leaders in the Military Health System, has been established to
evaluate all the reccommendations and actions with the objective of developing a imely
and feasible implementation plan The plan 1s due by the end of this year, and I look
forward to sharing 1t with you.

Thank you for your support of the Military Health System

Sincerely,
C____E v Wt {I i L’ A‘t/l__ﬂ
David S. C Chu
Enclosure
As stated
cc
The Honorable Jerry Lewis
Ranking Member

o
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Department of Defense
Task Force on the Future of Military Health Care

December 20, 2007

The Honor able Robeit M Gates
Secretary of Defense

The Pentagon

Washimgion, DC 20301

Deat M1 Secretary

The Task Force on the Future of Military Health Caie 1s pleased to submit 1o
vou the tollowing report summ rizing our wark

I'he lask Force was arcated (o assess and recommend changes that would help
ststain the military health care services bemg provided to members of the
Armed Torces, retirees and then famibics Wath the nussion spearhed in the
John Warner Nation 1] Dedense \uthortzation Act for Frscal Year 2007 (Section
711 of PL 109-364) as a constant guide, the Task Force presents this1eport of
s findings

The Lask Force held public heanngs 1cvuoned stuchies and 1escarch regarding
program and organzavonal improvanems 1o the milnary health care system,
and visited nulitary health care sites As part of the public hearings the Iask
force also has heard ovtensne testnnony related to improving busiess and
management practices and rcaligning fee stuctures which s a major tocus of
o findings and recommendations 1he Lask Force has laid a solid framework
10 sustamn and imp ove the utiae of nulitary health carc

In prepanng the report we were motn aied by a beded that the members of ow
Armed Torces, then famhics and miditary retnees, who have made and who
continue to make enormous personal saaifices m ddendimg Ameica, deserve a
health care system that 1s flexable, cHoane and cost-cfficaent In summay, the
systom should provide ymuch needad health carc while considenng finness to
the Amcrican taxpava We are confident that the general finchings in thas report
represent a stiong start towdid achicving our goal

Smeerely,
O Lo L0 B
»all R Wilcnsky, ‘Phé. John DW Corley General USAF

{ 0-Char (o-Chan
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Preface

The members of the Task Foice wish to express their deep gratitude to the men and
women of the Armed Forces of this Nalion We recognize that those who serve and
those who have served have made many sacrifices that most citizens have not been
asked to make Many service members have been placed in harms way 1o protect
this Nation and its essential values and interests These men and women have
responded to frequent and extended deployments 1o dangerous and remote places
Their families have shdared a heavy burden as well

The Task Force by the natwe of s responsibilities ind duties was requured to
exanune 11 aay of opies outlmad i is congressional charter Tt considered

muhit uy hethh care widun the lamear context of US health care lneviewed
conrsidarable dat v in the anglian sector and comp ired militany health care benchis
1 those provaded by mam V'S amplovers and abvo compared the costs Healih caie
costs ae g 1apudhy for the entne Nanion, accountng for an ever laga shaie of
gross domestie product and stressing niimy measures of atfordability such as come
andwages Nonethdess, the sk Foree mus delibaranons was mindful of the nnique
role m soacty of militarny sarvice ind the nuhitary healtlt care «wstem and of the fact
that e st some ot s value and capabibity i nor subject 1o 1the kimd of cost boneht
o1 efliaenay measures and wmalvsis that nught be applicd o the prate health

cdie system

I'he Malary Heabth Svstom, ke most employer sponsored health care plans,
putchases health Care, but, unlihe most emplosa-sponsored plans, 1t also provides
diect care to s members ancd other cigible benchaaries In addiion, while the
Acive Duty force hizs heen downsized smee the end of the Cold War and mam
Militaiy lreaniment Faalitics have closed, the size of the nonacine populmon of
igible benchiadnes has grown and purchased health care has become a larger part
of the datense health care budget Yetas e Task Forccsccognzed, 1t all nmes the
Military Ticalth Ssstom must be appropatehy sizad and 1osourced to assurce that the
nulnary can padorm the full range of nussions dincaed by navonal leadaship This
tncJude s ansunmg that sarvice manbas are fit to deploy {or arduous duty, often 1o
dangaous places, where they ¢an become casualties of war They must have and
they desarve, ngh-quality health care

Inats dddiberanons, the Task Force alsorccogmzed that miluary 1ctirement 1s not
like most anvihan ramoment svstems To encourage military imembers to choose the
muditary as a Cucer thorcnrament systam provides for no vesting unnl actual
teuyrament which typcall consists of at fe st 20 years of savice (or the cquivatont
ustitg d pomnt systan Jor manbars of the Resarve Component) Membars are subject
1o vecall after rcanement if than sarsvice as necded m ome of navonal aisis Tn
adchuon, members often ncrequned torcine carhicr tan onilians, somanmes
upon 1 fined namba of v ns of service Morcova, the enure nulitary compansdton
svstem diffcrs trom the tpical envihan salary svstem because much of the compen-
sation 18 ‘m-kind o1 delased’ Thus, changes i the health care bonefit must be
exannncd in the context of this unique system and 1ts compensation laws, policies,
and programs
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In thas tepant, the Task Force ende nored to find the night balance between ensuning
a cost-eftectine, efhaent and high-quahity health care svstem for military benehcia-
11es and managing a system with spualing costs that, 1f unchecked, will continue to
create an mmcreasing burden on the \merican taspayer Clearly health care for
senvice menbers s patamount, and the Military Health System can make mam
adjustments to stteambne its operations and wchieve heightened effectiveness while
contmuing to provide Ingh-quality care At the same ume, the system cannot be

sust uned at the current lovel without some degiee of accountability and contisbution
from miht ay retrees Americans exervwhere are paying high costs for health care
Winle nulitary 1etiees deserve a mote generous benefit because of thesr saciifices
nd vears of service 1cdatnel modcst increases in out-of pocket costs will not only
help stabilize the svstem and make 1 more account ible, but will also be looked upon
as hemy appropriate by the Amencin taspava In addiion this modest contibution
will help sustawy the nulitan halth care wstem for the future when today s Wai fighters
will rel on it m then setnoment 1he Task Force 1ecognizes that us proposals,

i weepted will not be able 1o 1¢sohe the future bucgetary pyoblems thai the
Department of Defense will f1ce as vieselt of rapad {unw e o easing costs of the
Mihitaiy Health Svstem These are issues that will need to be addressed bv the
Depariment of Dedense mmd Congress m dhie veans o come
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Executive Summary

The provision of health services and health benefits 1s an established and significant
mission of each service branch of the U S m;mar)é The extent and volume of health
care services provided through military programs have grown dramatically since
World War I resulting in the world's largest miltary health care system This system
serves several distinct categenes of beneficiaries including Active Duty military
Fersonnei, families of Active Dut% personnel, reservists, and muhtary retirees and
heir dependents Unlike civilian health care systems the Military Health System
must give prionty to military readiness the Nations engagement in a fong war on
terror 1he support of a conventional war if necessary the provision of humanitarian
relief and response to natural disasters, and the achievement of other missions
required by national command authoriies

Gnen the current ind hkey tutwre comnntments of the malitars, it 1s wigent tha
several persistent and new challenges facng todav’s current Mihitary Health Svstem
be addiessed Those indude a complex heahth care emvmonment that densands
marcased emph asis on best praciices, the nead for dhaent and effective procurenient
ancl contiact managemont 11smg costs the expansion of banefits, the maeased use
of banchits by imalnary setnces and the Resarve mulit oy components, continued
health carc inflauon, and FRICARE pramiuns and cost-shanng provisions that have
been lavdd tor nearhy a decade

Lhese challenges munst he considaad i the contexts of the aunrent and ongong
nceds of Actne Duy wnlinasy possonnd and then fannhes, the onnical need for
mechcal teadmess of Acone Duty nuhitary pasonndd the aging of the nnlitary 1ctinee
population aned the noader backdiop of the US heaalth cave economy, m which the
mititary health care svstom operates 1o sustam and mprove mibitany health caie
henefits for the Tong vun actions must be rken now 10 adgust the system i ihe

most cost-effecuve wave The Military Health Svstom must be appropnateh wzed
1esomcedd, and stabilized to ensuc force 1cadimess and the provision of the highest
quality most cost-cfcctve health care to beneficiancs

Congressional concerns about the 1ising costs of the nuhitary health nussion were
1eflected m Seanon 711 of the Nanonal Dddanse Authovization Act for Tiscal Year
2007, which ¢stiblished the 15k Torce on the Tutuie of Military Health Care 1o
make 1ecomnendations to Congross on 1 hroad range of nuhrary health care 1ssues
Rismg health care costs tosult from a mualttude of factors that ave affccung not

onh the Departmaent of Defense (DoD) but also health care m gencral these
factors mcdude greata use ol services maeasingh ovpensne technology and
phaimaceuticals, growimg numbars ol usars, and the aging of tha 1curce population

This is the Task Toree s mal yeport to Congiess the intetim 1eport was delnered

n May 2007 Simedats inst mecung on December 21, 2006 the Task Force comvened
13 publi meetungs in Washimgton DC  and mecetings i San Antorso Texas, and
Not{olk Yugimig, to gither information pertinent to the topics histed in its chaige
Itrccenad mformavonal brichngs and wiitien statements and held discussions
with stakcholders of the Militars Health System and other cxperts in health care
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managanent and imanang In Sugust 2007 {fow members of the Task Torce navelled
to Qatar, rag and Germany to meet with leader ship at Military Tieatment Facilines
at operaung bases to discuss issues of concern 1elating 1o health care debveny, health
cate operations medical personned morale and organizauonal suucture

The lask Force alsoreviewed teposts, studies, and yveviews produced by the Govern-
ment Accountability Office the Asustant Secretary of Delense (Health Affans), and
others, as specifically duected m 1ts charge In developing its recommendations, the
Task Force sought st ategies that are based on the best infoimation available, with
1av1ondles that can be clearly aruculated 1n addmion, as recommendatuons were
developed, then unpact on beneficiarics, espectally any financal impact, was
expheitly addiessed

Inresponding 10 one clement of s charge, the Lask Foice dechined to make 1ecom
mendauoens at this ume Gnen the services’ differing views and the uncertam state of
legislaun e developments 1egaiding further nulitaiy to uvilian comsersions, the Tash
turce does not take iy position on this mattar Tinal legislative duection and ats
ellect on the services abibty to meet mission requinements and the demands of
pratctime health cae, shoudd be conadered hefore turtha acuon s tecommended

Fmally, although not tasked to 1evicw sssues partamng 1o the recautment and

1ctention of medical personped needed tor force readiness and a compiehensne
health care svstemn the Lask Force notes the ancal necd for focused study and
acnon i this area

Ihe Tk Torce s i mdependant entiy Thus based on the authonizaing langunage
acatug 1t and sts charge 1ts mamber s have operatedd on the premse that delibe a-
noms would proceed wnhi no prcconcaned outcomes or 1ecommendations [ts
starting points were cstablished gudance 1 law regulation, and pobiey 1hese

gude posts framed discussions ind served as deparii ¢ pouts in the consider aton of
amy potential changes to existing policy: The sk Force conducted its deliber ations
1 an open nd Dansparent process 1emanmg accessible and 1esponsne to all
concul ned constiiuenues

Fmdings and Recommendations

The Tk Torce concludes that first and {oranaost, Dol must maimtam @ health
cate systen that mcces the miliany s 1cadimess needs Dol should make changes m
1s bustess and health care pracices aimed at improving the dfcctneness of the
nulit uy health care sistem The Task Toree also belicves that those traated by thas
svatcm—mihtary mamba s and rcarees sswddl as then dependents—deserve a
gancrous health care bancht mccognimon of then important servace to the Nation
Howaver o b fan to the Amancan taxp sers, the malitary health care bene it must
be 1casonably consistent wath broad nends i the US health care system

To mplement those ovarandung concdusions, the sk Torce makes several broad
tecomnu ndanions Mam of these rccommendations, if implanented, would affect
the entne Mihitirs Health Systein Orhar rccommendanons are tocusad on the
health benefits for mahtaiy 1etnces Importantly the Fask Foice reccommends no
changes i the minunal costs now pard by Actne Dury mibitary pasonnel o1 then
{amily mambers for healih cane
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integration of Direct and Contracted Care

Findings

The Mihitary Health System does not function as a fully integrated health cai¢
system but 1 divided mto a direet care svstam which s stselt composed of separare
sarvice systems, and 4 system of contracted sexvices (¢ g, managed care support
contracts and pharmacy) DoD nceds a strategy for health care delivery that inte-
grates the direct care system and the conv acts supportig DoD health care dcdivery
(re, puichased care) Lack of integranon diffuses accountabihity for fiscal manage-
ment, 1esults i nusalignment of mncentnes and limuts the potential {01 continuons
mprovenient i the quality of care delivercd o beneficaries

In m o markets within the Military Health System such as the National Capial
Region or San Antonio there 1s msuificient plannimg and accountability at the Jocal
leved ro enswe mregrated provision of sesvices Thare s no single poim ol account-
abiliny fon costs withm a parvucular marker, don savices provided to the bencficiany
population, or for health care outcomes

Thad are scveral factors contibuting to the lack of an imtegrated strategy Do)
procedwes do not provide for an inwegrated approach to accountabihiy and fiancial
empowerment for managing overall population health care This is coupled with
frscal constiamns that sepai ite the funding of the duect cate and purchased care
svstems thereby limiting the flexibility needed at the local fevel 1o make the most
cost-effectve and benehicial health care delnery decisions tor benehaiares

Recommendation 1 Deverop a Stratery for Dileereting Duirect and Pucchasea Gate

DoD should develop a planning and management stiategv that mtegiates the
duect health care system with the purchased care sysiem and promotes such
mtegrauon at the level where care 1s provided This strategy will permat the
mamienance and enhancement of the direct care system’s support of the military
mission while allowing lor the opumization of the delivery of health cane 10 all
DoD beneliciaries

Action ltems

* L he Ofhce of the Seaetary of Dadense, the Jomt Statt, and the mulrears depait
ments should davelop a shategy tor health care dednvary that integrates the
dnect and the purchased care svotens

* Dol should

- provide moantines that optimize the bost praciaces ot dinedt care and privaie
seclol care

- fiscally cmpowes the indinaduals manigmg the provision of integr ated health
care and hold the same indniduals appropriately accountable,

- draft legislative language to create a fiscal pohcy that faalitates an mtegiated
approach to military health care, and

~davddop metiics 1o measure whediar the planning and management strategy
produces the desired ourcomes
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trplement Best Practice<

Findings

Th¢ Task Force inqun v mto best practices was orgamzed mito three areas of focus
1) program evaluation, 2) inancial conuols, indudimg over all connoliership,
chigibihity and emollment, and TRICARE 1s a second paver, and 3) prevention
and disedse management

Sclected aspects of TRICAR] conn actors” paformance and benefiaarics expen
ence of carc have been assessed, but this imlormation 1s not accessible to beneficiarics
In addiuon, ahgnment with public nd private scctor quality assessment and trans
Palency HNtidtnes 1s vatiable Dol has a substantial opportunity to join with othes
majot pinchasas to be anumportint part of the solution Cureant practices in the
Mihtaiy Tealth Svstem are ovaly {ocuscd on conu ollimg unie prices rather than on
climcal and fiscal outcomes The Militars Tealth System could be well served by s
coflabor yuon with the prvate sector and otha federal agenaes and should continuc
o unprove 1t

Recommencaanen 2 Colielergte with Other Pavers on Best Practives
DoD should chaiter an advisarv group (o enhance Military Health Svstem

collaboration with the private sector and other lederal agencies 1n order to
share adopt, and promote best practices

Action {tems

* Dol should
ign with the Dep artments of Herh and Humans Services and Veterans
Mianrs the Office of Personpel Manigement, and prinvate sector

or1ganizations 1o make health ¢ ne qualiny and costs more ansparent
and ersily accessible by all benehciates

use portormance based dimical reporung by managed care support
contiactors and the direct care system

I

stengthen meenunes to proudas md health msurers to achieve high-quality
and high-value pu formance, and

mplement a systemaoce steategy of prlot and domonsu ation projedts 1o
evaluate changes in Mibitany Hoalth Svatom practices and rdentify suceesstul
practces for more widespread implementation

Findings

Fhe Dol) policies, pracuces, ind procedures for the oversight of enrolment and
chginlny data appeared to be of fanh Iigh qualuy, however, as s true n (he private
stctor s oversight of health plan fivinaal contiols and coordination of benehs,
weaknesses in the system ¢ anse Several factors conunue 1o create an especialhy
challenging envnonment for cigibihiny detanunations and nacking These incJucle
the pace of actsny, the numbers of bencha nics commg o o1 gong out of the
svetent the heany reliince o Resarve Componants the usc of 1 RICARE as 4 second
puer for some benchaarnes md the hrcquent dianges m fannly stucwe of bevefi-
araries These changes have 1sigmbicant unpact on a svstem that 1¢hies largely on the
sclf-reporting of evans that tgger digilliy on wdigibihiny tor benefits These
tends justify m extonal dn m the arca of hinanaal controls
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Recommendation 3 Conduct an Audit of Frnancial Cantrols

DoD should request an external audit to determine the adequacy of the processes
by which the military ensuies 1) that only those who aie ehigible for health benefit
cover age recerve such coverage, and 2) that comphance with law and poliey
regarding TRICARE as a second paver 1s umiform

Action {tems
* DoD should

— charge the audito with assessing the most cdficacious and cost-etfectne
approach, for example 1raud sdenufication and prevention and system
changes to the Defense Management Data Center and,o1 Delense Entollment
Lhgibslity Reporung System,

~ensus e that auds 1ecommendations ne implemented 1nd include follow-up
and

~ establish a common cost accounting svstem that provides true and wccurate
accounting lor management ind supports compliance with faw that TRICARL
be a sccond payer when therc 1s othar health insinance

Findings

The services are conducung wellness and prevanton programs gener ally conststent
with recommenduons of the Nation | Commssion on Prevention Prioinies In
addmon they have prionuzed suwiade prevention ind stiess minagement, however,
overcoming stgma n seehing earhy low-level stress counseling 1emains an impor tant
muoblem Ahhough Dol prevention ettorts aie extensne, they appedr to be of hmued
eftectnencss m the arcas of weight ninagement and smoking cessation and they
lack rransparencay and Dol-wide coordm mion

DoD has scveral initatnes in plicc 1o mprove 1ts discase manigement prog ams and
s curtenthh awaiung indmgs ind recommendations trom an (xiernal study of thon
cHeananess However, case managament m the Military Health Systam s not
standardized aaoss the satan, wlich does not opumize the opportunty for betta
haalth care coom dimanon




Recommendation § Implement Wellness and Frevention Guidelines

DoD should follow national wellness and p1evention guidelines and promote the
appiopriate use of health care 1esources through standaidized case management
and disease management piogiams These guidelimes should be apphed acioss
the Mihitary Health System ta ensure military 1eadiness and optimal beneficiarvy
health

Action ltems

* To promote accountabiiity and transparency i fiscal management and quahis
of services, Dob should

- continue to proitize prevention progams i accordance with the Natonal
C omnussion on Pravenuon Puontes,

— mplement and resowrce standardized ¢ ase management and care coordma-
tion that extends bavond the Wounded Wartion 1o other heneliciary groups
across the speciium of care

—ensure tmel parformance feedback to dmical provders managers and the
chrun of command through a umeh ind easily accessible yeportmg svstem
such as a provder scone card and

—mamtain high Jeved visbibiny of busmess and dinical periosmance for the
emine entaprise via the fre Service Business Planning Process and the
Aty Hedth Syaiam Balvced Score Card Metiic Panel

improve Efficienciec and Cost Efrectiveness of the Mibitary Health Laid
Frocurement System

findings

In 1996, the DoD obhaation {or modical se1vice contractsw s $1 6 bilhon By 2005
tus obhigation had o cased 1o $8 bhithon—1 412 pacent inacase 1hs growth m
sarvice wgusinon spendimg hasvesabiod m pare from recent tends and changes,
mcluding milnary ind avilan workorce downsizing, outsom ang mitiaties, the
expansion of the 1RICARE benchit and the noed to meet new requarements and
demands Torcduce growth in the cost of medical service conta acts, Do) has
nutiate cl some wiges to st canhnge acgumsiton minagement and pertorm ance
based scavice contracts, howeya, more can be done 1o contam costs

[he Lask Force tound savarat swatomie obstades 1o the use of more ethaem md
cost-cHoctve contiacung st ategies for health case support and statfing seivices
num of which ae bang addiessed through current imitiatinves, such as using
strate gic sotnamg, standardizing the acquisttion processes, € stablishing multple
awaid task andars and mplananting othar strategies for sticamhining the process
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Recommendetion 5 Prioritize Arquisilion i the TRICARE Manzagement Activity
DoD should restructure the TRICARF Management Activity to place greater
emphasts on 1ts acquisition role

Action items
* oD should

- elevate the level of the Head of Conn actimg Acnon

- «nsine acquisitton personned ate certthod acconding to the Defense Acquisition
Watkforce Improvement Act! and have stong competencies i health care
piocurement,

—ensne that the management of acquiniion progr ams 1s consistent with the
Delense Acquisition System process,

—areate a ssstem of chechs and balances by separ ting the acquisiion Junctions
from the 1equrementsiopear anons and the budgeiimance funcuons and
placing them undar a Chiel Acquistion Odhicer-equn alent who oper ates
mdependently and 15 on same leved in the oy ganizauon as the Chief of Health
Phin Operauons and Chied Tinancrit Ofhcer, and

-~ unplement a stuch 1o determine 1if 1t 1v i the best mterests of the govermuem
o colocate the TRICARE Deputs € huet TRIC ARL Acquisiions oy ganization
and 1ts acquisition counter paits

Rutomnier Golion v implement Best Praches sp Procuremen:
DoD should aggressivels Took for and mcorporate best pracuices trom the public
and private sectors with respect to health care purchasing

Action llem
* Doly showld examune and mnplonont st ategies 1o ensure comphance with the
primaples of value-dinen health care consistent with 1 xecutive Order 13410
Promotmg Quabity and kfhaent Hodth Care i Feder it Govarnment
Admnstaed o Sponsorcd Health Care Progs ans

I fh Defense Acquasition Werk force Impovenent Aot ees signmlonto a0 on No embor 1990 and require the Secritary af
Defene to e tablish educatcon and amg, standards requivments and (ouses fus the cocdier and mabidary aeguisiron
corkforce The sequirements are based on the complocitees of the wh and ave losted 0 DaD 500G 52 A0 Cuvery Devefopment
Pragaam for Acqupsition Personnel  Cronlaon posdvons and mabitars ballets v the atguesiion ssiom hece acquistao dutis that
Jadt into 19 cavees frelds path  The et has been amended o Je s tome smee ids cuactment  cith extensi v thangeys i 200

See bt dnars dasowrd DARTA_TT_1O 09092007 _TINAT prt
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Recommendation / Examine Requirements n Exiching Contracts

DoD should 1eassess 1 equuements for purchased care contracts to determine
whether more effective siralegies can be implemented to obtain those services
and capabilities

Achion ltems
* Do should

—exanune whether the bancdits from waving cost accounting standards
outweigh the 115ks assoctatcd with the wanea

~ ¢xamine the cunrentycequanements for the dedivery of health care services
mcludmg the contactor s 1ole in accomplishing seferrals the need for
authorizwons, and whether emollment could be accomplished by DoD with
registnon padormed by managed care support contiactons

= test and evabuate though pilot er demonsuation projects the etfectneness of
canved out dnonic disease nanagement programs and

— examine the ovararding contiacung strategy {0 purchased care to consider
whetler cestain functions should be

> wdded 10 managed ¢ ire supportcontadts (e g, marketing/educanion and
P RICARE for Life dlaam processing), andso

> canved out rom maniged cane suppart contracts (e g speudhzed contracts
10 enhance disease man gement o3 other mnovatne prot programs)

fnmarove tieanoe! Readires of the Reserve Component

Findings

Lhe 1 msion of the Guard and the Rescrve from a snalegic reseive (o an operd-
nonal force has placedd addimon sl danands on the Mt ary Health Svstem trom the
rcadhness and health beneht perspectnes Wah the Octoher 1, 2007, changes to thie
[RICARE Reserve Seledt benefit comes the mear ¢ ised need for education to mform
the chigible populason ibont those chinges and the wtal boneht In addinon Task
TLorce discussions with mambars of the Resaave Componatt sevealed several key
acas of concan

e the need o1 a Total Torce soluton set that addiesses hoth 1cadiness and health
care as 1 bencit

* the need tor a seamless health bencit 1o promote me cheal 1eadmess and fanuly
stabnhity which enbiances deplovabiliny, and

* the need fon unpu)\ed wedhcanon and mior mation dissemimation 1o reservists
about then health canc benddit optons and how (o use the nubtary health care
SYStem

Ao the Fash Torcc raviened the issues related to medical veadimess and the Reserve
Component a1t discovaied that mam of those same 1ssues also apply to subscts of the
Acine Componont Suatcgics mplanonted to anhance teadmess ind naprove the
benehit for the Resarve Component wonld ultimatch improve conchions lor the
Total Tarce



Recommendation 8 Improve Medical Readiness of the Reserve Conponen,

DoD should imp1ove medical readiness for the Reserve Component, recognizing
that its readiness 1s a cr1itical aspect of overall [otal Force readmess

Action {tems
¢ DoD) should

- after three to five vears, assess the impact of 1ecent changes m TRICARL
Reserve Select eligibility on readiness 1ssues 1 his assessment should mdude
exanunming the adequacy of the provida network to absob the additional
workload and to provide suthaent geographic conarage lor the dispersed
beneficiary population,

—mnprone mforn on dissemination bout the health beneht program to both
the service member and histher familh membess, particularhy at times not
assoctated with mobtizationsdemobilization

~ harmonize and leverage the work of other 1eview groups to sueamhine
processes 1o promaote better “hand offs” {rom the DoD to the Veter s Affurs
he dth svstem, and reduce adminstatne seams 10 the Milinaiy Health
Svstem 1o ensure benchaaiiesrecene adoqguate savice and

—pand ciorts o promuote providar parniapation i the network m nonpr e
SEIVICE d1€dS 1O INPTOVE diLess

[Fody the Pharmacy Benehit o Enconrege More Cost Effectve U

Findings

I'he lask Torce heard commamng argumentis that private sector plans have heen able
toreduce the growth i pharmay costis wlile rctammy dimal eHectneness In
provdimg benchaanes with greatar meentines o unihize pretened diugs and fill
mMantenance prescptions using matl orda seavaces Gonenic drugs have the lowest
copavment followed by formulary cdhugs and nonformulary diugs Howeva, cunam
Doly pharmacy copay ment policies do not provide adequate meentives for patients to
1se the most cost-cHectne alternatngs, such as the mal oidar pharmacy or a Miluwary
Incatment Fachty Fmploving fimanaal maonines 1o encoumage the use of the mail
orda pharmacy aaoss all bonchiaan groups should deo case 1etanl pharnm ey coses
while proserving aceess to the local phatmacy The aanrent Dol formulaiy tia
structure and copayviment poliaes do not acate dfectine meentnes to stimulate
compliance with dnacal bost practices o1 to use the most cost-cflectne pomne ol
sarvice for medications

Recommendation § Change Incentives 1n the Pharmacy Benetil

Congiess and DoD should revise the pharmacy tier and copayment structures
based on chnical and cost-effe ctiveness standards to promaote greater incentive to
use prefened medicanons and cost-etective points of service

Action {tems
¢ 1 he tier structure should be as follows

-Ta 1 Predened—prelacd medicauons to mclude seleered over-the-
counter diugs cost-ellective brand products genaics

- her 2 Other formulary medicavons
—Tier 3 Nonlotmulary medications

- Ther 4 Speaal Category Mcdicaunons—vary expensne, speaalty, and/or
biotechnology diugs with a« mandared point of service. The Dol Phar maco-
economic Centar would speahy the tar o1 ¢stablishing copaviments and
pomts of service for the most cost-effcctive delivery {on the specid medication
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* Congiess should

~ grant authority 10 DoD to selectnely include over-the-counter medrcations
i the formulany based on chinal effectneness and cost-ettectiveness as
evaluated and 1ecommended by the Phaimacoeconomic Center and

- grant wthonty to Dob to mandate the point of service for certan carefulhy
seledied medicauons (Specral Category Medicanons) based on prior estab-
Iished antena that take mro consderation hagh chinical 115k, short supply, or
exticme ¢ost, as tecommended by the Phat m icoeconomic Center

.

DoD should conduct a pilot progi am integr atng the Phirmacy Benefit Manage
ment luncuon withim the managed ca1e support contract 1n one of the three
SE1VICE 1egIons Lo assess and «valuate the impact on total spend and outcomes
This pilot should test and evaluate alternaine approaches successfull 1imple
mented 1n the private sector that would seek to 1educe the total health care
spend mmaese maill mder use better integrate pharmacy programs and
doucal cuce nd mamtun o snprove bencbioan saustacvon The goal of such
a prlot program would be 10 achieve bettas total inanaal and health outcomes
m the Mibt uy Health $ystem as asesult of an integr ated pbharmacy service

The overall resulis m 1otal costs and health outcomes m this one 1egion should
aventualh he compared with those m the other 1¢gons to deternune the best
approach for the Mtht oy Health Svsian s tanms of total spend and outcomes

Upcate and Revise Retree Cost Snering

Findings

[ RIC ARL s cost sharmg provisions—that 1s the poruon of costs borne s 1etree
benchicranes and the govanmont— ¢ not alw ns conducnve 1o the provision of the
best health care tor milinany samces and v rapidly heconung an anachronism
Because costs borne by vamces under age 65 have boen ixed m dollar teyms sime
1996, when 1 RICARE was bemg ostblished, the porton of medical care costs
ssumcd by those mahitary wetinces has dedimed by a facior of two 1o thrce and,
unless wtron s taken that poroon wili contmue 1o fall This dedme an the sharc of
costs pud by the undar-65 1ance has 1csulicd i highcr costs tor Daol, but the Task
Force belicves that cost pressines should not be the onlv e wson tor change Rathe,
the Task Torce behioves that cost=sharmg provisions for rctnces should be altered
becanse, m some cases the dianges may hddp amprove ramoc health care, rationalize
the use of carc 1csources and nprove weountabihiy: Also the anrent cost-sharmg
PrOVISIONS 1un so coumiar 1o bhoad monds m U S health care that they produce an
marcasing burdan mams of costs 10 U S taxpnvers Tmalh, the Task Tored fomd
that current FRICARIT plans for ranees do not provide sufhaent chowces among
TRICARIT opuons

Recommendation 18 Rewise Bnrol ment Fees and Deaurtibles for Retitees

a DoD should propose and Congress should accept phased-in changes 1n
enrollment fees and deductibles for 1etirees ynder 63 that restore cost-shaimg
refanonships put in place when TRICARL was created

Most fecs and deductibles should be  ticied, s that they are highey {or those
vecerang hagha retnad pay The Task Foree also 1ccommends changes i othes
features such as copaymenis and the catastroplne cap Most of these changes should
be phascd m over four vears
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b DoD should propose and Congress should accept a modest eniollment fee for
TRICARE for Life beneficiares

The iee 15 not proposed in order to reduce DoD costs Rather, a modest fee will foster
personal accountabdity and 1s consistent with the Task Force philosophy that nulitary
retnee health care should be very generous but not free This change should be
phased 1n over fous vears

¢ The Task Foice strongly recommends that DoD should propose and Congress
should accept automatic, annual imndexing of enrollment fees that mamntain the
cost-sharing relauonship put in place when I RICARE was created to account {o1
future incieases in per capita mhbtary medical costs

Unless automatic indexing 1s put in place the cost shares 1estored by the one nme
changom tetnce cost shamg will no be mamnmtamed Otha dements of cost sharmg
such as deductibles and copayments, should not b indexcd annually but should be
reassessed at least every five vears

Action Htems

* Dob should implement, and Congress should accept, all the cost sharmg
recommendatons hsted above

Congiess would necd 1o make speahic changes i the law as tollows

—modify existing I to change the cnollment fec with tiening based on retuee
pav Jo1 Prine Family and Prune Single

—estibhish a fce for TRICARE Standard with nicred deducnbles for Fanuh and
Stngle, and

—adjust the catastrophic cap

.

I addion Gongiess would have 10 authonize the Seactary of Defense o lus
designee, to make changes to the emollment lees and ticred salary ranges
nnualh bascd on 1he newly davdoped Dol imdex and make changes to
copavinents, dedactubles and the catastrophic cap as necessary at least cvery fine
vears makmg cartamn to st within the Do) approved inday

DoD shoudd cxamine the fo mibihny of ostablshing ot FRICART options
so that all tances can be assurcd of having comparable choices imong
IRICARF options such as Prime and Standard

Findings

Theare are coordination 1ssaes for ihc group ol nulitary reurces undar age 63

who have access to TRICARF and are also conplove d and who have access to then
emplovars haalth msurance plan One-lowth of rctuecs do not have access 1o
prnatc emplover inswrance For these ndniduals, TRICARL 1s clearls then

mam and onl health coverage, and there are no ssues of coorcination Howetver,
estmates from a 2006 sunvey of malitary 1etrecs suggest that even though 63 percent
of retnecs under the age of 65 and 38 percent of thenr dependents are eligible for
msurance from the retiee s amployer, only 40 percent dlect prvate coverage fon
thamseles while 29 paraent elect dependent covaaage This suggests that the
majonty (60 parcent) of reurces who are chgible for privaie msurance throngh then
empleyer are instead using FRICART as a promany paver Tor these ndmaduals 1301
pavs all medical costs (ven though they e cmploved and have decess o anployes
health benefits
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Congress designed TRIC ART to be a second paver, and most 1etiees use 1t this way
Howevey TRIC ARL cannot act as a second payer 1f 1t 1s not aware of the retirees
emplover msurance, and 1etnecs may choose to use whichever coverage is most
advantageous for a particular episode of medical care which could result in less-
than-opumal health care Sull other 1ctnees are eligible for medical insutrance
through a4 prnate emplover but voluntatily choose to drop that cover age o1 not
1wcess it when available and use TRIC ARE The numbe: of 1eturees in thus group

15 substantial

The sk Force helieves that sieps should be taken to better coomdinate health
msmance for those undei-65 retirees with both TRICARL and pinvate emplove
msw ance Tor these mdiniduals, the goal 15 1o ensuie that the 1euree 1elies on onh
one mstance plan and hence one set of providers, with TRIC ARL acting as no
more than a second pavar Bettar coordmauon could help hold down the growth n
DoDb mecha ] costa while also mproving health care

Recommentalion 11 Stugy ane Pdet Teso P oy ams mned a8 Coordingting TRICARE anc
Povate Irsurance Ceveragrs

DoD should commission a study and then possibly 4 prilot progiam, aimed at
bettar conrdinating msuance pracuces among those 1etirees who are ehigible tor
private health care insurance as well as I RICARE

Command and Contiod Strsccdre {0 Wenage the Mintary Health Systen

Findings

Lhere has boen considerable debate by otha DoD groups about the costs and
benedats of v wmhicd o nore mcgrated command and contnol stucture tor the
Miliary BHealth Svstaom culimmnnting with the most rccent recommendation for a
Dddense Health Agencs A Govanment Accomtabnlits Otfice 2007 review of the
studhes undaytahen by Dol dacrmmed tha Do dud nor perforn a comprehensne
cost-bencht analvsis of all potenuat opuons Among othar things, GAQ 1ccommandcd
that “DOD davdop patomance measures to mongor the progress of its chosen
plan tow ond achicvmg the goals of the mansformation * Gren the redatvedy short
paniod that Tos passed since the Govammant Accomtability Otfice made this
tccommendation, the Task Torce hehiaves s pramature toamake addinonal vecom-
mendations Howavar the Task Torce bebeves s appropniate that Do and Healih
Attan<monntor and assess the ctecrs of any proposad changos Furtharmaon ¢
consistent with the Octoba 2007 1¢port hom the Govarnment Accountability Office
Do) should cvaluste amn addmional opuons fon change m tans of the costs and
hondhus to be danad lvom cach option under considar ation

Rerommendation 12 Develop Metrics by Whiel to Assess the Success of Military Health
System Transformation

DoD should develop metiics by which to measure the success of anv planned
transfor mation of the command and conu ol suucoure of the Military Health
Svstem, taking into consideration its costs and benefits

In sum, what 1s necded 1 a focus on siiategic mtegr aton and preservang the best
aspects of the cunrent system, while improving and enhancing the debivery of
weessible, quabty health care over the long term The system must be as effective and
cfhicient as possible while being alfardable to the gover nment and 1o beneficianes,
urd st should boviow best pracuces rom the public and private sectors Changes to
the system should not dunnmush the tiust of beneficaries or lower the current high
quality of health care sevvices that a1 provided to Active Duty and Reserve militany
personnel and thar famuh mombas and 1o 1etuees and then family member s
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Introduction

The history of military health care dates back more than two centurnes, when
Congress enacled legislation requinng care for the “regimental sick” as well as care
for the “relief of sick and disabled seamen ™ Subsequent legislation allowed for the
care of military dependents, and later legislative language created provisions for the
care of military relirees and then dependents

Fhe provision of health savices and healtl hancfis s an established and signihcant
nussion of ¢ ich «avice byindt Infact, the extant mdyolume of health Cae sarviees
provicded tnough miitany programs have @rown dianmtically since World Was 11,
rosudmg e cho world’s Fagest mlinars bealth care systemn s system serves several
distnet ol tvses of bonehuanes, indudmg Active Duty military personnel, families of
Adive Duty pasonned, resenvists, md mihitanyvactiees and than depandents At e
same time, unhbke onnn health care svstems, the Militars Health System (MHS)
must give pronny 1o nalitary readingss, 1he Nagon’s angagonent 1 2 long war on
tca1or the sapport of a comenuonal war ff necessany the provision of ium mitarian
1ehiet anc response to it al disasters and the adnevanon of other missions
tequued by nanonal command authories The military health care svstem which
has exolved myvaiious wavs since s arcatson was mochibed substantallh m Fiscal
Yeu 1994 when the Departent of Defense (Do) imunated the T RIC ARE program
1 RICARE was mtended 1o better contro] the escalanmg costs of medical carc
provde qualiy care ton o downszedmibin iy and for an cver-maeasng number of
rarmed mibitany bonchaanes, ind seahgn the swstaem o the dosure of many mifitany
medical 1almes

TRICARE provides madical cane 1o chgble handficrmes through a comabin inon of
dincc carc mmthtary chimes and hospitals and avilian-purchased care Medical
scrvaces provedad ot Miitars: hcanmone Taahtics (MT14 indude ompdnent and
inpatient care for medical and st gical conditions, phanmaay saivices, phyacid
avammations, dontal care and diagnostie, labovatory and radiological tests and
SETVICLS

1 he Tolcs and contnbutions of the Rescrve Component have changed simee the and
of the Cold Wanr T1om 1945 10 198G 1csarvists warc called to active duty ds pait of a
mobhzavon by the federal govanment only fow s, an avarage of less than once
par decade t Simce 1990 105G sts have baen mobihzed by the fedaal govanment
six tnnes an aveldage of ncal once evary threcyears £ Addinonally, since Septamba
11, 2001 the Reserve Component has been used cxtensiely 1o suppoit the Global
Wiar on Tenronsm (GWOT) In fact ibout 300 000 reservists hne been maobilized,
promatily {or coningenay operations m Afghanistan and Iraq As aaesult, Resaive
wts are bocommyg more meg ated mto miitary operavons calling for a now
1chitional maodd baween the Actine Duty and Reserve Components, and incrcasing
the dem inds on the MITS wath subse quent mcreascs i health care expendiures

{030 Malitary Posanned Dol Needs o T itable b o Stiategs and bapiro ¢ Transparenci o o0 heserve and Nananal Cuard
Componsadion toe Masage Signeficant Crocithan Cost (AQ 07 328 Wahungton DO 2007 f 11 Note The Cenered
decomnting Offeee changed ot name ta the Co evument Accountabidety Ofpee o July 7 2008 € 40 15 wved Hoaughout ti
documont tu vefer tncithyy enfiny
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impetus for This Report

Congressional concerns about the 1sing costs of the nulitany health nussion ware
reflccted m Section 711 of the Natonal Detense Authoiization Act tor Fiscal Year
2007, which established the Task Force on the Future of Military Health Care 1o
make recommend ations to Congress on a broad 1ange ot nilitary health care 1ssues
(See \ppenchx B tor the complete charge to the 1ask Force ) This s the Task Forces
final 1eport 1o Congress, tho intanmm report was dednered in May 2007 (See Appendix
Coor Prebmman Iindmgs and Recommendanions ) In announang the creation of
the Task Torce Depuny Defense Secretany Gordon England noted that “the nulitan
health program has wmam important challenges, the most anical beng the rapidh
growing costs of health bencht covaage and the necd 10 make adjustments so this
greal progr an can contimue i meo the futine

Althongh the conumgnent (o mulitary health and 1o adiness cannot wana, current
b nadl ttondswill pose signific it challenges Rismg health care costs result rom
a multinde of factors that are ccting not onh DoD hut also health cire i genaral,
these faciors mddude grearar use of seivices mareasmgh axparave iechnelogy and
pharmaccaticals, and growing nmnbas of usas

Costs of the mubtary mochical mission hiave donbled m the past six vedrs from $19
hulion m Pt Year 2008 1o 939 4 ballion w Biscal Year 2007 * The tastest rate ot
erowth i DoD health care spanding was m pharmaay sarviees Baween Fiscal Yo s
2006 and 2007 TRICARL spanding on proscnption drugs more than quadrupled,
from %1 6 bilhon i 2000 to $6 5 ilhon in 2007

At those Tates of growth, an dhsts project costs of the MIS to1cach §64 bilhon m
Frscal Year 2015, with in expansion of the Dol nulitary health budget from 8 to 12
pacent of the entuc Dol budget by Tiscal Ycar 2015, up hom 4 5 percent in 1990
tsee Figure 1 Inaddion boncfioaiies ase pavisig exacth the same amount i ternis
of fces md copaymams as thoy did 0 vears ago As g 1esult, the poruon of costs
borne by benchaanes s fallen from 27 pacent of total costs m Fiscal Year 1995 to
12 parcent toda * Bendits also are expanding Although pri ate sector orgamzauons
mcreasmgly are sc thng hack on covarage and passing mote costs to employees,
Congress has expanded banedits and dlimimated most cost-shates for Acine Dun
pasonnd and then depandents and also has added a TRIC ARL for Life (TFL)
benedit ind the TRICARF Resenve Select Program

Mthough mmprovements montern il efhicenay will e anncal o contaming costs, nd
the 1ebal incing of govanment ind benchaary cost-shares s bang explored such
measmes will be inadhaent to stam the nde of tsing health cate costs, although
they may hedp 1o slow then 1ate of growth

> Lhe anteron ieport v atadable ot << o dudtutindie dibome ned g J03 06 1 Howme Jash _} nee_hnterim_Report_US3HUIF pdf
f Mark Yono Program Budget ond Txecation Dcvann TMA (e of Claef Finasicaed Officer Respane to Task Foree hF
Nooember 200 2007 Note Hhe Liead Year 2007 frows micludes the Dol) Medieare | iigible Retiree Health € are Fund wor mad
co b eontabution bt exlides the e sear Baiviatu Fraor inpos post traiimatie steess doarden supplemental
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The Do) health care budget must be viewed withim the contest of the overall jmowth
m he th care spendme m the United States and iy 1ecommendatons {or change
will be mffuenced by vends m the overall iittonal health care econonmn Health care
expondiiines i the United States tepresent a gieater purcentage of gross domestic
product ({GDP) than they don any otha countie Ac $2 2 uathon o 16 5 percent of
GDE the 20060 L S Navonal Health Fapendinnes dw af expendituines m otha
ndjor sectors of the econom According 1o G AO nattionwide health care spendmg
as a pacentage of GDP wtaled 16 percent i 2007, compared w 8 1 parcent in 1973
and s projected to grow 10 192 percent in 2015 (see Jagure 2) * Iealth care spending
continues to giciease at 4 rate greater than the 1ate of growth in the overall economy
Smcee 1970, health care spencing has grown at an ascsage annuaf rate of 9 9 percent,
o1 about 2 3 percentage pomnts fastes than GDP" Diners of health care spending in
genet al indude popatation grow th and aging, naeases in health msurance coserage,
medical inflation, and macased utilization of services both m e of volume

and intensiny

7 Blue Cravs Blue Sheeld 2007 Medical Cost heference Cuaade ot « o ey Om bedterkna ledye moge 2007 wedical cont
referenice guide 2 pdf 6
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Activities of the Task Force

The Yask Force hetd ns st meaimg Cdnuinistiatine onhy) on December 21, 2000
Duting this meetmg the groupwas ontented tots task and recewved backgiound
matertals relating o 1ts charge Task Torce mentbers appomted by the Secretary of
Detense hrom outside of Doly elected a co-clim as dnected by statute (the departmnt
co-chan was ippomted by the Searet uy of Delense) The members agreed to operate
i a plenary fashion unul the Lask Foice substantially completed and submtted s
mternn 1eport It then established subconumittecs to study the broader 1ange of
1ssues addiessed m this fin il rcport

The fust public mectng of the Jask Force was beld on January 16 2007 The Unda
Searctary of Dddense for Parsonned and Readmess and the Assistant Sceietary of
Dedense for Health AHanrs providedantormation on the MHS, and key statf members
of that ofhice pronided 1 daaded ovavies of the Dedense Health Program, with an
emphasis on budgetary and fmanaal matters aind the admimstranon’s 2006 pro-
posed legislavion relating to these mattars

Ihe lask Foree comened 13 public mectmgs m Washington, DG, in San Antomo,
Fexas, and 1 i Norfolk Virgina, 1o gather informaton pertmment to the topics hsted
m s charge Irecaved mformatonal brichings and wistten stataments and hld
dhscussions with stakcholders of the MHS uid other experts o hetlth cave manage-
ment and fnanang (See Appendix 13 for meaimg dates locations, speakers, and
PALUILIPALINgG Ol antzatons )

I'he lask Force iboreviened repants, studies, and 1oviews produced by GAQ,
the Assistant Secretany of Defense for Health Attairs, and others, to wmclude—as
speatheally duected by Section 7110(2) —the findings and 1ccommendations of
the Haalthearc for Malnary Retces sk Group of the Padense Busimess Board
{Sce Appendin T )
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Several Tash Toree members made an sdonmaoonal siat to the United M Workers
of \me1ica Health and Retirement Funds program to learn mae about its health
plan operations, in lage part hecause of ws lughly 1egaided outieach program and
pharmacy benefits management program The Task Foice also tomed militany
medical alities m San Antomo~—the US A Institute of Surgical Reseaich Buin
( enter at Fort Sam Touston and the Brooke \imy Mcdical Center s Center for the
Intepid, a state-of-the-art rchabiitagon faality At these sites the Task Force
members 1ecened briehings 1elated 10 1¢2ional care, husted 1 town meeting and

held frne panel heanings and discussions with groups consisting of spouses, 1etnees,
members of the Guard and Reserve ¢ omponents, enlisted membets, and officers

In August 2007, four member s of the Task Force i ndlled w Qatar, Itaq and Germany
to meet with leadership at MTEs at open wing bases and headquaiters to discuss
sssucs of concern 1elnmg 1o health care delivery health cane operations and
orgamzavonal stucture The lask Force mombers recened misston briefings on
speufic actiniues 1elating to the tansport of patients and delivery of health care
witlun the Central Comm nd arca of responsibibity

In Septambey 2007 the Jask Force membars tndded o Virgiun Beacs Vigima
to soliat views tegarding quality access, cost and comnieirary on ils micn 1cport
throngh panel hcatings consising of Guard and Resave mambers spouses, undes
agc Oridnees, and network pronders for 1 RICARE membars InJour separate
subcommutiee nmectings, Task Jorce membars sohcited addinonal views on the
mahtany health care svstem fronn 23 imilitarv medial personnel These service
membars indluded <nhsted pasonnct and officers from all branches of the mmltitany
who had recent deploviment experience m Southwest Asta Addinonally, the Task
Loree hoded a Town Hall meciing, exannnimg ko issues red sting to the tutme oi
milnary he th care withm the dnect and pinchased e sysiems

AL the pubhic e cangs hidd baween Tebruasy and Oaober 2007, 1he Task Torce was
briefed on the following 1ssues

* Doy representatines presented imformation on the pharmacy benefits progyam
anel TRICARE Managed Care Opcranons including the speatics of cost-sharing
betwecn the government and benehaarnies

the Smgeons General of e Army and Navy the Deputy Surgeon Genaral of
the An Torce and the Jomt St Surgcon spoke about dircct care ogiams
andd deploved mediane

mdustry <xpetts on the managonent and opaaton of health care programs
ancd serviees (U mitcdHealthaare Group) gave prosantations on the tole of vetail
pharmacics m DolYs pharmacy program,

1epresentatines of banefiaary advocacy organmizations provided thar perspectives
on the state of miitary health care, miliary pharmacy progranis, past legaslation
and kegislatne proposals, and cost-shauing

contractors 1esponsible for TRICARF managed care support discussed
operational ssugs,

commeraal intarests that have not lnd on TRICARFE contiacts presented issues
that have discouraged tharimvolvament m nahtary halth care,

teprosentatines of privare haalch pl s desanbed thar programs i wellness
discase praventon, and discase and case managoment,

DoD represantatnes from the saivices dosanbod wellness, discase pravention,
and dhstase and case managament diiorts planncd or unda way,

Dol i epresentatnes descnibed cunront and planned acquisition: management
and procuranent mutiatve s
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* Dol lcaderslup 1csponsible for medic il education and traming and for recrunt-
mg andretammg health care peisonnel desaiibed activines ar the 1egionat and
nauonal levels, including reo gamzauons tollowing Base Realignment and
Closure actnities

* tepresentatnes of DoD descrbed nulitary/onaahian conse sion sssues, and

* semor otficials of TMA discussed TFL and Medicare alignment and
comdmaton

The Ap1l 2007 San Antomio visit w 1s a source of idditronal information on retail
pharmacy and mail order programs and pesspectives from mdustiy exper s on
pharmacy 1ssues

About This Report

This Tusk Force was druarged with 1 slate of objectives that mduded assessment avross
the fully mge of nulitary healtly oparanons and the davelopment of recommenda-
nons o wddlness mmatines cducanon programs urite cost acountng, uniersal
collment, svstem comns ind and conttol the procurement process mihtary and
enibian personnel nus dual-chgible Mcdicare-chigible benchaany needs efhacnt
aud cost-cflective connacts and the banehaany goverment cost shating structuse to
sustans multtary health henedits over the long teim s cost-sharing stiuctune was of
sigmihe mtmportance, becwse the Task Torce wasrequired 10 teport on this
clement 1mats intenm as well as oy ths ioal repont

I he withonzmg Janguage tiat est bhshed the Lask Torce supulated that it submit an
HILHM epur on s actnies 1o the Scactan of Delanse and the Commitices on
Arnmed Services of the Senate ind the House of Represcntanves Specshically, the
charge required that the 1ok Toree provide m the merim report s findings and
recommendations regarding

(H) 1 he benehiaary and Govanment cost-sharmg structine sequired Lo sustam
nulnary health banehts over the long tetm partucularly with regaid 1o cost
shatng uncder the phnmaa benehts program (Sce Appendix B for the complae
charge )

Thus, the imamacport focused primanly on prosenung prehminary fiindigs and
1cconnuendations sddated to provicding 4 pharmocy boncht that s cost-efectne and
that promotcs accountabihey by all parucs mduding benehicancs In addition, n
addicssed other cost-shanmg approaches and ddhacnacs with regard o the antire
MHS

In this fimalyeport, the Task Forcc reports onats commucd consdaration of issues
redated 1o the topres rased i the mtaompreport and provides more speafic guidance
Tt also provades ats Aindmgs and rccommendanons 1elated to the rest of 1ts charge
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Guiding Principles

Given the current and likely future commitments of the mulitary, 1t 1s critical to address
several persistent and new challenges facmfg toda¥'5 current Military Health System
These include nsing costs, the expansion of benelits, the increased use of benefits
by military retirees and the Reserve nmulitary components continued health care
inflation, and TRICARE premiums that have been level for nearly a decade These
challenges must be considered i the contexts of the current and ongoing needs

of Active Duty military personnel and therr families, the cotical need for medical
readiness of Active Duty military personnel the aging of the military retiree population,
and the broader backdrop of the U S health care economy, in which the miliar
health care system operales To sustam and improve military health care benefits

for the long run actions must be taken now to adjust the system in the most cost-
effective ways

Lhe Task Force v anmdepondent entity Thus, based on the authonzing langu ige
acating 1 and its dharge, its monbers have oparated on the prennse that delibara
LIOIIN W ()Ul(i })l OLLe (l with no ])1 CCONLEeN C(j OULCOmes or lt‘(‘f)ll]ll](*"(]d“()nﬁ Its
starting pomts ware established gurdance i law, 1cgulation, and policy These
gurleposts frmncd discussions and served as deparnine ponts m the consider ation
of amy potential changes to exisung polwy The 1isk Torce conduaied s delibera-
ofrs 11 10 open and anspaiond Process, temaning accessible and iesponsie to all
comcerncd constitenacs

In davedoping s rccommendatsons, the sk Torce sought strategics that ar¢ hased
on the bost posable informaton @ aslable, with 1 nonales that can be dearly ancu-
lated Inaddition, as vecommendauons were davddoped, tha impact on bencfiaa-
s, ospeaaalhy amy fimmconl mpact was exphath addressed

Asats begimming step, the Tk Toree debated and adopted a set of ginding prmaples
to use m assessing the desimabiliey of yccommended changes The Task Torce first
atlopted an ovararching prinaple

Allrecommended changes must focus on the health and well-being of beneficiaries
and be cost-effective, taking into account hoth short-term and long-term budgetary
wosts as well as the effects on the speafic guiding prinaples noted below

The Task Toree then adopted six speahc guhng prmaples These prmaples
requne that the changes tecommendod by the Lask Foree, whon tikon as awhole,
must

1) mamtam or improve the healthycadmess of UT'S military forces and presaine
the capabibty of imltary medical pasonnel to provide operational health care
globalh

2) mamnt un o1 prove the quality of cane provided to beneficraries, taking mto
account health outconics as well as access to and productivaty of care

9) 1¢sult m mprovements i the efficiency of miliary health care by, among otha
approaches, 1eflecting best health care practices in the prvate secter and
mte 1 nationalhy




4y avord any sigmbcant adscrse ellccts on the ability of the military compensation
system mcluding health benehits, to attract and retamn the personnel needed to
cainy out the mlitary mivsion etfectnely,

5) balance the nced to mantam generous bealth care benefits in 1ecognition of
the demanding service 1endercd by military personnel to then country with the
necd 1o set and mamtain 1 lan 1nd seasonable cost-sharing anangemem
between benehctaties and Dol3, and

0) ahgn henehaary cost shating measutes to address fairness to taxpayers by
promoting measures that enhance accountabihity and the judicious use of
1ES0UICES

In sum, what 1s needed 15 o [ocus on proserying the best aspects of the cunent svstem
whide improving and enhanome the dedneny of accessible, qualiny health care over
the Jong tam The svstem must be as cHecuve ind cdhaent as possible, while bang
atiord ible 1o the government and to banehaanes bortowing {rom best pracuices in
the public and pinate sectors Changes o the systam should not dimmish the uust
of benehaanics noi lowa 1the covvent ngh qualuy of hiealih care services that are
provided to Actne Duty and Resayve mishitan pa sonncd, then depmdems, and
ranees

Lhis {mal teponCprosans fmdmgs md roecommendations that the Task Toree
belicves are consistent with these guading prmaples
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Overview of the Military
Health System

The mission of the Military Health System (MHS) 1s to provide health support for
%he I\MIS range of military operations and sustain the health of all who are entrusted
0 care

Fhis health support indudes

» providimg patent caie

sustamg the shalls and traming ot incdical parsonnd tor peacctime and
Wt

managimg hanchadny cane
* promotimg nd prolccimg the health of the forces, and
o contmnng to mandge the benefus
In Fiscal Year 2007 the MHS had wotal budget authotity of $49 4 Inlhion and scrved

approximaiely G 1 mdhon hanefiaares indudimg Actne Duty pasonned and then
{immbcs and ranees and thar famshics o Table 1Y

Table 1 DoD TRICARE Ehgible Beneficiary Population

PLEELATIG Py 2eft”
Active Duty Tt
e Lo, Re e T
IR O S N PR 1o
[l dob Te e tarn o wer 0y S
Subtotal TRICARE Non Actwve Duty Under 65 Eligibse 17
Medicare Eligiddle (65 and oloer) T 2
Tolal 2w

Sotree Allen Middleton Acting Deputy Assistant Secretars of Difense for Healih Affoss and Actng, Chuef Tnanond
Ofticer IRICART Munagement Actady Lhe Melitary Health Nysient and the Defense Health Program 4n Ovorvies
for the {asd Foree on the Dutwre of Midttary Health Care Bricf do the lask Tnee Junuary 16 2007

The M1IS includes 133 00 personnel—806 000 military and 47 000 aviian—
worhing dat morc than 1000 locations worldwide, including 70 inpauent taahites
and 1 085 medical, dental, and vetenmary chines

§ Mark Yoo Puram Budgotand Ieecwivon Daovson M Offiee of Cinef Fimancrsd Offcer Respons do fask e R 1
November 20 2007 Note The Fooal Year 2007 figioc mefudes the Dol) Modicwe Thigible Reinee Healih ( are Fiond wormed
o tcontyihibon bid exsdndes the foc xear Banmatc braan ey post haumatic sbess desmder applemental

2 Allen Muddieton Acting Deputs A sodant Secrddany of Defense for Heolth Affanrs and dotang € hef Fowanedd Offiecs
TRICART Management Actt it 1M A) The Mlitary Health Sfon and the Deferve Healtl Programn An O exiaen far the
lasi Toree on the Tutwre of Miliary Vealth Car - braef to the fo k Toree Javanary 16 2007
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Sources of MHS Funding

he MHS 1clies on 1 comphcated appropriations process with several fluctuating
components that make tracking over ime complex 1 he MHS recewves its funding
from numerous appropriatons sources with different nmeframes and 1esticuons
[ he most signtficant sourcc s the Dedonse Health Program (DHP) Operations ind
Mamtenance (O&M) approptiation which must be obligated in one hiscal vear but
2 percent of the total can be carried over (o the et hecal vear

1he DHP O&M appropriaton funds dav-to-day operations aaoss a wide varely ot
medical, dental, and vetarinary senvices §ns appropriauon also funds readine ss
that 15 not already funded bn the scivice line appropriations, mcuding those related
1o education and tramnmg occupational health and industiial health care, and
faahoes and miormation tcchnology: Other appropriations within the DHP mdude
the followg Rescarch, Davdopment, Test, and Fyaluauon which is a two-yeat
appropniaton nd Otha Procarament which s a thhce-vear appropriation The
DHP Q&M appropriation docs not compens ite mibtary pasonndd working at
Mibtany Breatmem Taahik s (MT14) The Milinany Pasonned appropriation rs
outsicle the DHP, but it covaars compansation of albmhtaty pasonnd The Mibitans
Constiuction appropyiation s anotha appropinmon tha supports the MHS but s
also outside the DHP

The TRICARE Program

1 RICARE 1¢placed the Crabian Healdy and Medical Program of the Uniformed
Sarvices (CHAMPUS) i 1994 bacoming a tiple-option tathar than a4 dual-option
sustem T RICARE uses the health carc resources of the Army, Navy

and A Totce and supplanonts these sarvices with ncmworks of analiin health care
providass The frest TRICART Regron bogan oparations in March 1995 By Junc
1998, nnplemeantauon of the rcgionatly managead healdr care program was complete
for Lcave Duty acin ated Guard and Reserves, and retned membars of the Um-
formed Services thar famihes and sutyvivors

Milnany dependents and e ces must choose among thiec TRICARI options

* TRIC AR] Pume avoluntany hcalth mamicnance orgamzation-ty pe opuon,
mwinch M1Ts are the prinapal sowice of health care,

* TRIC ARL Favq, a predanad provider opuon, on

* TRICARF Standaid, a fee-for scivice option (the oniginal CHAMPUS
progiam)

Gudard and Resave senvice members on aconve duty are automaducally enrolled 1n
TRICART Piome In Octoba 2004, the Tiansttion Assistance Management Progs am
was implemented to provide TRTICARE for 180 davs {ollowmg active duty In April
2005, the TRICARE Reserve Selcct Prograim was launched to provide a premmum
based TRIC ARE Health Plan ottered for puichase to Reserve C omponent members
who quahlily (see discussion in Chapter 7) 1In 2006 TRICARF benehts were extended
1o dependents whose sponsor died on acine dugy

Tables 2 and 3 compaie {ecs and cost sharing for the ehigible populations
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Table 2 TRICARE Fees—Elgible Active Duty, Guard,

and Reserve Family Members

TRICARE PRIMI

TRICARE EXTRA

TRICARE STANDARD
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Table 3 TRICARE Fees—Retirees {Under 65), Their Family Members

and Others
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TRICARE for Life

Eftectne October 2008 1RIC ARE for ©ife (11L) began proveling Welong compre-
hensive Brcalth care benehts 1o Madicare cigible benchaaries age 65 and older or
disabled As of the end of Fiscal Year 2007 thare are 936,000 milinary retnees
SR0,000 nuhitary spowses and 422,000 sunvnon spouses who are Medicare-ehgible
1¥Lys naibible tor all dual 1 RIC ARL-Medicare eligible Uniformed Services
1etirees, includmmg

* rctired memburs of the Reserve Component who are in recapt of retired pay
* Mcdicare-ehigible tamil members

* Meclicare ehigible widowsiaadonars,

* cartain former spouses, dnd

* henehicarios unda agze 65 who are also entitled 1o Medicare Pait A because
of a disability o1 end-stage renal discase

Dependant parents and pnenis-n-law e chgable for the TRICART Sanor Pharmacy
{(ISRx) hogram on a space avadable basis atan MIT In order 10 be cigible for
TORY hencfies ontside the MTE thoy must be enntled to Modicare Part A, and if age
05 on o aftar Aprd 1, 2001 they must be cmolled m Modicare Pat B Additionally,
they arc dinible for TRICARE Plus, and the TS Tanuly Health Plan

Currenthy, thare are no cmollmaont fces for 1T, however, bencfradrics are l(quu((]
1o purchase Medicare Pat B Tov carvies pasable by both Mediene and 11,
Modicare payvs fust any othar hoalth msurance pays sccond, and the vamaiming
henefiany Tuibily mon be pod by THE T savices are rendered by a anihan
povidar the provida fnst files dums with Modicare Medicate pays 1ts porton and
than forwards the dhum to TFL for procesimg Then, TTT sends ats payvme ne {on the
ramaming bendchoary liabihny dinccdy o the provida

Nearlv two mudlion bonchiaanes are ovar the age of 65 and otharwise ehgible for
Mudicare according to an Apul 2006 1eport of the Defense Advisory Committec on
Military Compensation The vepart ates € engiessional Budget Office esurnates that
project that by 2013 the TTT beneditwill marease Dol health care costs by 44 percent !

s dgwes from DITRS and Reqrred Pas fuly frome DD Office of the detnan as of Fiscal Year 2007
1 The Mdutary Compensatecn Swtem Completing the Hammabim (o an Al Y olonicer Force—Repori of the Defesse Ad 1 on
Commttee w Mablitary Compen alion Apnf 2006



Digure 1 depicts the status of TRICARL beneficranies m Fiscal Year 2005 A majonity
of benefiaiaries are not Actine Duty personne] 44 percent are retnees and depen-

dents (generally under age 63), and 14 percent ave TFL retnees and dependents
(generally age 65 and older)

MAIORITY OF TRICARE BENEFICIARIES
ARE NOT ACTIVE DUTY PERSONNEL

TRICARE 8eneticiaries in FY 2008
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Comparison of Growth of DoD Health Care Spending with Other Indicators

As ot 200%, Dol heilth care spandimg had mcre 1sed by more than 100 percent since
2000, while the cumulatne inciease in the Dol wotal disctetionary budget authoiy
grew 70 pacent (sce Figume 2) over thas pantod Duning the same five-vear period,
the average Fedaral bmplovees Health Bonehits Program (FEHBP) premium (avai-
able to fcderal analrin emplovees) grew 64 percent, while the I RICARE Prune
kmollment ee 1emamed unchanged (see igure 2)

COMPARISON OF GROWTH IN DoD HEALTH CARE SPENDING,
TRICARE ENROLLMENT FEES, OTHER INSURANCE PREMIUMS,
AND ECONOMIC INDICATORS
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The dastest rate ol growth m Dol health cate spanding was i pharmacy, which
nearly quadrupled horwean 2000 and 2007, from $1 6 bithion 10 %6 3 athon, i
approximatehy 16 pacant of the Unified Modical Budger 7 ©

Tigwe 3 depicts estimates of {actors contsibuting 1o mercases i DobY's health carc
spending, of wiich ncarly halt can be attnibuted o the TFL beneht

S NetCherts NDX Dt 4 RX 30 By Adgisted Prositiptions Apral 24 2007 See hirps s/rxpon tad rerms il

0 Hhe Fiead Yeas 2006 0 nifred Medveal Budget  av S35 L dfum accndimg to Johor Rekufes Spectal Assistant to the Avistant
Secretury of Defense for Health 4ffais (1 4y and Tormer Depaty Avastant Searvians of Defense (H4] Offece of the Secreteny of
Drejense Sustarnng the Ml Bealih Beneft Bicef to the las) Yorce Januwary 16 2007
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DoD ESTIMATES OF FACTORS CONTRIBUTING TO INCREASES
IN DoD’'S HEALTH CARE SPENDING, FY2000-FY2005
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Ohver the last dec ude, the govanmaent’s shre of 1 RICARE's Ainanang has grown,
while boncficanies” costs have temaimed imchanged o1 have baon lowared, doe o
the folowing

no cmollment foc for 1RICART Standard and Fxtra and no ma case i the
cmolment fec for 1 RICARF Prime since 1996,

the lowarmg of the catasnophic capragon tor undar-63 reiecs and depondents
m 2001 (from $7,300 to $3,000)

no mecreast m T RICARF deductibles since 1996

the dimunation of TRICARE Prime copayments {on dependents of Active Dury
SO membas

congressional expansion of benchits tour umes sinee 2001 and

the dechinimg out of-pocket share for TRICART costs that has 1esulted from
medical inflation (DoD 1eports that unda-65 1etnees and dependents paid

11 6 pacent of then health carc costs m Tiscal Year 2006,* down from 27 percent
in Fiscal Year 1990 (see Figures 4 and 3)

& Bobh Oprut OASDIHA)HBETE Response to Tesk Forie RIT November 27 2007
O D ond M Waller Compree ey Coneral of the United Saies Dol 200 ¢ ety Headth Caze Spending Challe nge
Bravf to the Task Farce 4pnil 16 2007
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TRICARE COST SHARES HAVE REMAINED FLAT
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COMPARISON OF AVERAGE OUT OF POCKET COSTS~iINCLUDING PREMIUMS
COPAYMENTS COINSURANCE AND DEDUCTIBLES~FOR A FAMILY OF THREE
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Hasworth notng that thae also e health phin dillevences between TRICARE and
other fedaral and prnate secror plans ' For example, TRICARE counts a beneh-
aaty s emollment tee toward the catastropluc cap on the benehiciaiy’s out of-pocket
costs, while other public and prnvate paver < usually exdude a benefiaary’s premium
from counting towatd the cap

10 {ind




TRICARE copayment requirements {or presciption diugs are not structured to
encour age the use of the less expensive mail oider option over the use of the more
expensive retail phanmaaes Best practice suggests the general 1ule of thumb 15 that
mail 1s twice retar] with commercial cconomcs (this assumes a 30-day fill for 1etail
and a 90-day fill for mail) ! The average Lxpress Scripts plan has a $10 copayment
for retail generic prescripnion diugs and $20 for mail order generic prescription
drugs ' In Fiscal Year 2004, TRICARE beneficaries obtamed moie than twice as
many presciiptions {rom retail pharmces as f1om mail order pharmacies Other
payeis use suonger financial mcentnes o stear patients toward the least costly option

Access to Care

Aong with cost and qualin, access 10 health care 15 scen as one of the three pitlais
that underlie health care policy ' Access to cate 15 essential 1o the quahty of health
care outcomes Piuents who can prompth schedule appomtments with then 1espec
tne health care providers will have highey sausd wcuon will likely seturn to work
sooner, and may well hve beticr medhical outcomes ' Access 1s generalh dehned as 4
measute of a patent’s abihity (o seek and recenne cucwith a provda of chorce, at
tme of the patient’s choosing, 1eg ndless of the 1cason tor the visit > Counting the
thund next nailable appomtment is the health care mdustiy’s standard measui ¢ of
access 1o cane and mdicates how long & patent waits to be seen ™

Access1s also an mnportant annbute tor the MHS and 1its benchaanics In tact, the
MHS has a statutory obligauon to s I RICARY Pumie benchaaries 10 meet certam
access standards For ex unple, the wait time for an appomiment for a well patent
visit or a spectalny care refenal cannot Oweed fow weeks, tor aroutne vt thewan
ume tor an appomtment cannot oxceed one week and tor an urgent care visit, the
Wit tune tor an appomiment cannot generallh exceed 24 hours!

Fha MHS puts 1 pronuum on access by constanth measuning appomtnents made
agamst the deparomental appomiment 1y pe access standards ™ For ex imple
Septamber 2007, benchaanies across the MHS ware able to rccave an acute appomt
ment withm the standard 92 paaant of the e, 4 toutime appomtment within the
stindard 84 pacent of the tne a speaalty rddanal within the standard 93 percent
of the time and a wellness appomtmaont withim the standard 97 pacent of the tme ¥
These igures also can be accessed and parsed by mdimdual savices, MTEs, and
cImics MHS lcadcrs are constamly apprised of these figures to ensurc that they mcet
access commitments o than enrolled bonchaancs

Tuats anmual re port to Congiess, the MHS 1weported the use of moadar mattics that
tracked vanous aspects of bencficaary access agamnst anvilian benchmarks = In
conttast to the departmental appomtment type aceess standards, these MHS
meases genctally lagged behind aviian benchmarks tor access For cxample, the
MHS measurcd trends m satisfaction 1egarding the abihity of all banehaary catego
1ies {Active Duty Actve Duty family mombars, andctirees and then fammly mem-
bars) to obtain care from mihitary and avilian sowces of care Retired beneficarics
and then family members continued to report laghar leveds of satusfaction wath then
abiliry to obtam cire than did Actne Duty parsonned o1 then faimly mambers

H Namer Cadbnade Ste en B8 Vidler Tfness Savepis Brief to the Task Fosee Apnd 18 2007

12 thid

13 Roles of State §egndatures and State Coveymments tn Deteyminin,, Health Loy $vosoutatir in Dy fohn T M Bonow, b
Iyecate « Ducdm Hialth Care for Q80 See vy nbig go 0 ne ol stadepoties wiedemang i ppt#257 31 Three Pillars of
Health Policy

1 Acess dime tn Hherd Next 4 addabde ppormiment Woscowsen Collabarate w for Healthcare Qualis Tne See 114
qa;uhlmuu sures @hrg L0 wmmany susmany apeddor_ad =109135 o= aces AAND+0me ¥ 48D thin!
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[ aluntion Boectrate TRICART Manogement Acit ity Offuce «f the Assiidant Secretany of Defosse (HA) Tl vaan 7 2007




Howaver, all thiee categories lag hehund then anvihian counter patts in 1eporting
access 10 care when needed 4

I he MHS also measued vends in obtammg access to a personal or specialty
provider, a major deter minant of an imdnidual’s sausfaction with a health plan <
MIS wsers1epomted a dechming yate of satistacuion berween Fiscal Years 2004 and
2006 m accessing a personal physician, but a stable 1ate of satistaction m obtaining
refennal care to a spectalist Sull the MHS lags behund the ciniiran benchmarks m
these categonies as well ™

Simce TRIC ARE began m 1995 nonemolled TRICARE beneficianies 1n some locauons
have complained about dilficuluies accessing non network enihan providers who will
accept thom as patients In addiion these benehictaties have aited conceins thai the
MHS has focused moie attennion on 1 RIC ARE Prune benehcaries wluch allows the
MIIS to manige beneficianies’ care and has given less attention to the options
avatlable for nonenrolled TRICARE beneha mes ™ Inaesponse to these concerns, the
Nattonal Defense Authorization Act of 2004 diecied Dol 1o monitor nenem olled

I RICARE baneficiantes access to care through o survev of ovilian providers <7 In
wddion the same legislanon requned Dol to designate a semor offiaal to take
ACLIONS 1 ensw e sceess 1o care for nomemolled 1RIC ARF benchararies #

GAOheporied that the JRICARE M magement Activany (TMA) and its managed
CarC support contractors used vanous methods 1o evaluate access to care and the
1rosuling measures indicated that nonemolled 1 R1IC ARL bhene huaries” access to cdie
15 genaally sufhiaent and that access problems appear 1o be mimmial 7 Desprte thas
imding, I MA, managed ¢ re suppor L contradtors, and benehaary and provides
reprosentatnes ated vinous factors s uapecdiments o nctwork and non-nutwork
anvtltan provicka s’ acce prance of nonemolled TRICARE benefiaaries and ditferent
wavs o address them ™ 1 hese mipedimants mcdude concerns that are speafic to

the TRICARE program such as tambursament rates and adminstrative 1ssucs

as well as issues that are not speatic o TRIC ARL, such as providers not having
sutfiaent capacy n thar pracices for dditonal panents and provider shortages in
geograplically remote arcas TMA ind the managed care support contractors hae
speethic wavs torcspond 1o mpedinonts ad ncd 1o TRICARL sambu sement rates
and adminstratne issues, while the other ssues are more difhoult to addiess

Durmng the Tisk Torce off-aite visits enrolled and nonemolled banchaarses voreed
comeeros regardimg access to health care A banchaary hronn San Antonio noted that
1t wads cifhicudt 1o obtain a prmany care appomtnent from a local MTT ¥ In addition
awas alsovery difficilt to gar an appoinnment with the prmary care provida
assigned 1o the banehaarny ¥ Thisvow was cchocd by anotha bencfiaary m rddanon
to another Jocal MT1 * The most common rcason cited regarding those difheunlues
was the macasmg dicccof mibtary deployments on rhe lack of avalabihity of
medical prosadars 1o sce panents asaigned to an MIT ¥ A bencdfiaary brom Vigina
Beach, Vg, noted thiat hecause so mam MT1Es have been closed as a result of
Basc Realignment imd Closinc dircatines, benehaanes face dinunished opportunmities
to avail thamsehes of care withim a particutar MIT ¥

21 Hhad  p 35

22 1l p 36

23
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Direct and Purchased Care in
the Military Health System

Sha m% the future requires plannmg and strategic planning 1s particularly important
for the future of miltary health care because of the resource-constrained environment
and the rapidly increasing cost of health care whuch is driven by many factors
beyond the control of DoD and its components The same level of planning that
occurs when military forces are deployed——with a focus on optimizing the performance
of the mussion, including the integration of units, regardless of the military service that
provides them—also needs to occur within the Milifary Health System (MHS) 1t 1s
particularly critical at the intersection between the direct care and purchased care
systems as well as at the intersection of the different mulitary scrvices, where more
focus 1s needed on both strategic planning and integration

Fhe unique requrements of Militany reatment Faalies (M 1Fs) make strate gic
plhimung and mtegranon more conplex tor anample, taming, readving Warhghtas
for deplovment teatng the wounded Innldimg force conbidence, and providing care
for all categonies of benchaanes m the most cost-¢ fluanve and cost-efhaant mannes
Ultnmately the appropriate bal ince among these competing demands will need 1o e
reficcted man ML s abihny 1o shatt resomces appropriatedy in s Jocal markat whilke
conconutantly measurmg s performance and success m the MHS

Varions st ategies cdn be undertaken 1o battar miegrate services across the direet
care and pinchased care svstems Bec wse miegration occuns more effccinely at
SOMIC SIECS, 11 1S 10por Lant 1o mstitution thze processes that will facditate this oo
dsanhac Thiswillicquine gcatar Acababiy and alignment at all levdds to provade
appropriate moentnies for deassonmakimg bascd o ationale, cost cifecineness, and
henchit, vatha than on seumple budget allocations

As discussed in greatar detarlin Chaptar 665 pacent of eonefiaary e s provided
through a ncework of contiacted private sector providers ! Based on outpatent and
mpatient workload, and MIIS funding, substantially morc health care dehvers ss
bang povded m the prvate scaton by TRICARI nctwork provaders than s bang
provided through dnect care m the MHS (sec Box, below) In 1996, the Dold
abliganon for medheal suvice contracts was $1 6 billion and by 2003 this obligatron
had incrcased o $8 illon—a 412 pacent marease This growth 1 puichased care
spending has 1csulted, nnpart fromaccent trends and changes, mcludimg mltary
and avihan workforce downaizing, outsourang imitiatives the expansion of the
TRICARL benciit, md the need to mect new requements and demands Gren this
realin at s paratne that the MIS properh plan and integrate and prudcnthy

man ige 1ts use of direct versus puichased health care services

! Mucheel Denneen Miltiais Health System € o ersavice Iabiete 0 Statas Update for the DoD Tash Fnee on the Tt of
Mufstary Health Cove Septomber 5 2007 Sidy 7
2040 67 20 Defense Acquesition dadused Appronch Necded (o Inprove Sev e Acque ttiom Gutcames Novembos 2006 i
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heect and Purchased Care in the MHS
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Tomcrcase the efhaena and cifcaneness of the MHS, moe attennon needs 1o be
gnen o strategie phinnimg hat this cannot wai unul the fimal 1esolution of 1ssues
nohing departiment snuciure and agamzinon (sce  hiprer 12) DoD must act now
1o Gtablish the best anchitectuae possable for st aegie planning m order Lo better
thgn carect ind purchased care GAO has noted that DoD has made progress
tramsionmmg busimess opaatons but continues to ik a comprehensive, enter prise
approach to s overall busmess iranstonmation ctort

lo date Dol has not daveloped a plan thit covars all hey busmess deasions and tha
contams resalts orented goals mosures ind expeaations and hinks oganizatuonal
wil, anc indnadual performance goals with overall mvestiment plans ' As discussed
chewhere mthis ieport, MHS finanaal accountmg and reporung and cost accounting
systems need signihcant improvenent ot even 4 complete overhaul (see Chapter 5)
The abscncc of a common acconmting system across the MHS 15 an example of
deiaentintegramnd focus which impodes deastonmakimg 1egarding the best
allocation and use of health carc resowmces

As anothar example the curtant DoD) organiz itional siiuctin ¢ ¢xacerbates the
fragmantation of the health care svstam and s resomces (e Tigure 1) There aie
four oy ircncs—thc Office of the Scactany of Defense and throe mrlitary service s
cachrwath its own maodical organmizatons—as wcll as the Assstant Sceraiany of
Detense, who also serves as the Dircctor of the TRICARF Managament Activity
(TMA) twhich has vesponsiahinn for the TRICARF contracts) This stiucture causes
health care 1esomces o flow throngh dilfaant branches of the svstamn resulimg i 4
cumbersome, dismtegrated svstom cartam to h ne an adverse ctfect at the operational
lesel The dedetarious ctieats of such fragmentation could be ameliorated or mitigatcd
through improved mtegrauan

> Highlyghts of C 40 67 2297 te trmom to the Subcommtier on Readmess and Managemeni Nappart ¢ onmitoe on omid
Ser wes TS Defer o bisowess hastermation 4 Comprefiense o Plan btegraicd Tiforts and Sustarned eadeydip e
Necded ta Asioe Succens Mo amber 16 2000
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DEFENSE HEALTH PROGRAM FUNDS FLOW
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The f1agmentation of tunds begims with Congress and 1ts restrictions on budget
flexibiliy. House ind Senate conferees have expressed concern about the tiansie

of funds hhom dnect care 1o pav for purchased care * To hmit such transfers and
conuinue oversight wirhin the Delense Health Progiam operation and mammtenance
account, the conlerees agiee to mddude bill language which limits the funds av ulable
for Pinvate Sector Caire under the TRIC ARE progiam subject to ptior approsal
reprogr immumg procedures ” Inaddition the conterees designated funding for the
duect care svstem as a speci il interest nem, staung “Amy transfer of funds from the
Durect (o1 In-house) Care budget actnity into the Private Scetor Cate budget activaty
o1 am other budget actnity will 1equire the Department of Defense to follow prio
approval 1eprogr immmng procedures’
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In a statemend belore the Commuttee on Armead Seryvices, Subcomnuttee on Person-
nel, the Unde1 Secietary of Defense lon Personnel and Readimess and the Asststant
Secretary ol Defense for Health Atlau s stated that DoD needs flexibility to move
{unds between dnect care and puirchased care " Such fiexibility 1s precluded by
resticuons imposed by Congess They urged Congress to authonize the MHS to
manage 1ts funds as ap mtegrated svstem wilnch will allow {unds to flow on a umeh
basis towheie care 1s delnered

In addition, flesibility 1n the use of lundmg would set M1} budgets based on
warkload auputs such as hogpital adnissions, piesciipuons hilled, and climc visis,
rather than historical yesomce levels And MTFs would manage thetr korce Health
Protection ind healthcare delnery mussions as a comprehensive whole usig a smgle
set of perfor mance measuires * Incentnes md hinanaal 1ewards could be provided
ton efficient management

In ddressing stiategic phinmng, the Task Force 1ecognizes that DoD has a strategic
plan for the MHS hased on tiree pallars 1) providing a medically 1eadv and
protecied torce and medical protccnon for commuanies, 2) creatmg a deployable

me dical capabiliy that ¢ go amwhere, i tme with flexibiliey, and 3) managing
and ddhvernmg a superb health bonehnt ® the ek Toice 1o 1ecogmzes that planming
15 sugong and betta business processes are exohiung however, greater emphasis needs
10 be placcd on addressing the problems of integrauon at the market,” or M1}k
level, barween ditect care and purchased care, and among the service components

Ihese are not new concerns The Mibitary Health System 1 xecutne Review chartered
a Loc ] Awhonties Workig Group to ox imme ways to empower M IEs to improve
opa onal dthaenay ind dlcamnvaness whale ensunmg force hicalth protecion and
qualy benefictary care ' That groupreported that there 15 a compelling need” o
changing the way that M11s opaate indihit needed chiinges can be best achicved
by adopung pertoimance based imanagement prmaples that give the M L ks addi-
nonal flesbihne to allocate and manage 1esources " 1t also called for the realignme
of depariment and mdmidual service processes to provde ddear dnection and
parformance objecuves accur ite me st onent of performance and costs, and the
approprate mcenines, dovdopment and o nning for success ma performance

based managaman covronment ' Comarsion to more parformance-basced manage -
nent will ppovade chillenges ungue 1o the MHS, for ¢xample, deternnmig how the
systcmw il account for the saluc and cost of the Tughest priority nission—muhitary
leadingss

Lhe Tocal Anthontics Working Group acknowledged that thare 19 an ongomg Dob
business plannimg process, starung with the MHS strategic plan and suppor ted at
thice levdds MTTs, Mults Scrvice Markets (MSMS), and regions Also, DoD has madc
substantiil changes 1o the managemant and oversight of TRICARF'S purchased and
duect care systams through the jomt dasdlopmont of 4 govarnance plan This plan
¢stablished a new r¢gional govanance stiuciure, mduding the Greation of TRICARFE
Regronal Offices (TROs) to manage cach of the thiee TRICARF 1egions (sce Chapta
6 for further discassion) The TROs integraic single MTT and MSM busingss plans
with the TRO non-M T business plin and devddop segional busingss plans for health
care dedman

O Fhe At vy Hewlth Syitem Over ne o Statement 13 the Howovadde Davad S ¢ Cha Lador Secrvian of Defense for Pevvonnel
wnd Readimess and the Howmable Walleom ol cn corder 1 As wtant Secantary of Defense for Health 4ffan ba fare the
Commttee wn Avmed Sevvier Subcovomitec on Levsorwnd Unted States Senate 4prit 1 2006 p 1

7 He!

& thd

9 Melitary Health System Stateg e Plaw - Amviime iy there Reepmg Wanfightcrs Ready Ton Life 4 adduble o1
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The Working Group observed a numbcr of shoricommgs in the maturing business
planmng process, such as an absence of atiention to unique force health protection
1equu ements, and ‘weak authority of the senin market imanagers 1t further noted
the complexiy 1n the chain of 1esponsibility lor the health car¢ ymssion mvolving
TMA and 1ts TROs and the services causing each MTF 1o have two or thiee entities
provmiding oversight of its planning and periormance processes

Based on these observauions as well as tesumony presented to the Task Foice, a teview
of other 1eports and studies and the ¢xiensne expenence of some of the members ol
the Task Foice at ditferent Jevels of leadership and management 1n the MHS, the
Task Force concludes that the MHS needs to focus attennon on integiating its mam
components at the operational level Deaveloping a stiategv for implementation is
attical wnd s kel to not only produce ethuenaes and cost etfective programs, bur
also improve the management ol bencficany health care making 1w more mteg ated
and conlinuous acioss provider s

Findings and Recommendations

I he MHS docs nat function as a fully mmiteg ated health care systent but s dinvided
mto a direct e system, winch s st composed of sepiaiate seivice systems, and a
svstemn ol contadted services (e g managed care support contracts and phunney)
DoD needs a strategy for health care dedinars that mtegiates the dnect care systamn
and the contiacts supporting Dol hoakb cae debnany adk of meegraton dittuses
accountabiliy for fiscal management readdts m s shgnment of meentnes and
limits the potential fot continuous nuprovenient i the quality o care detvered to
beneficrantes

In majo markets within the MHS such as the Nanonal Capital Region o1 San
Antonmso thae s msathaent plannig and accountabihity at the local levd 1o ensuie
imntegrated provision of sarvices There 1s no smgle poinc of acconntability o1 coss
within g patucular market lor seivices provided 10 the benchaary populaton ot for
health carc outcomes

Fhere are soveral {actors contibuong to the back of montegrated strategy Do
proccdures do not provide for s miegrared approach to accountabihty and financal
cmpowamant {or managing ova all popul stion haalth cue Thas s coupled with
fiscal constraimts that separate the undmg of the direct care and prachased care
systeans, tharehy himung the Boxibihn nocdad at the local loved 1o make the most
cost-cHeane and benchriaal health care ddivan deasions for bencfiaanies

Recommendaiion o

DoD should develop a planmng and management sirategy that integrates the
direct health care svstem with the purchased care system and promotes such
mtegration at the levdd where care s provided  Thys sirategy will permut the
maimtendance and enhancement of the direct care system’s suppott of the military
mission while allowing for the optimization of the delivery of health cate to all
DoD beneficiaries

I3t p 39



http:bend10.in
http:wmplei.11

Action ltems

* The Office of the Scaretary of Delensc, the Jomt Stalf, and the mulitary depant
ments should devdlop a st ategy for health care delivery that integrates the
duect and the puichased care systems

* Do should

- providc mcenuives that opumize the best practices of dnect care and privare
SCCLOL Lale,

- fiscally cmpower the mdniduals managing the provision of integi ated health
carc and hold the same mdividuals appropaately accountable,

- diaft legislaine language to aeate a fiscal pohiey that lacilitates an integrated
pproach 1o military health caie, and

— develop metiies to measw e whether the planmng and management st1ategy
produces the desired outcomes
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Business and Health Care
Best Practices

One of the Task Force s guiding principles 1s that any changes that are recommended,
when taken as a whole must result in improvements in the efficiency and clinical
effectiveness of military health care by among other approaches, reflecting best
health care practices that are followed in the private sector and internationally

Inats maamacport the Tash Force madc iccommendations about busimess best
pracuces m parucula intanal controls and catled for mdependent audus of
TRICART mnd the Defense Trollmant Ehgibiliny Reporting System (DEERS) as
well an wdit to datarmime the leved of comphance with faw and poliey regarding
TRIC ART as second pasa

The Ik Force also was charged to address

“The abiliy to account lor the true and accurate cost of health care in the nulnan
health svstem’

Addmonally i the comse of s deliberanons, the Task korce 1esponded 10 two
elements of 1its charge relevant 1o health care best pracuces specthicalls to addiess

Wellness imtuatnes ind disease management programs of the Depar tment of
Delense ncluding healih nisk nacking ind the use of 1ewards tor wellness’

I ducation proge ams focused on prevenuon awareness and pannt-immated
health care

In furthering sts considaranon of best practices m business and health care, which
mcluded practices regardimg fmancial contiols and accounting, the Task Torcc
reviewcd various previous reports including the report of the Healthcare for
Milnaiy Retnees Task Group of the Defense Business Board which was identhied
specthally m the statutony charter for this Task Force ! and that included numaous
recommendanons 1egarding best praciices Although the lask Group revicwed a
broad range of studies and 1eports contanung mam 1ecommendations that were
presented as best practices, this Task Lorce deter mmed that 1o it approach, n
would limi s recommend itions to those vicwed as the most strongly suppor ted by
evidence The Lask Force mmquiry mto best practices was organized into thiee areas
of focus

1} progyam evaluation,

2) hnancial contiols mddudimg overall controllershup, DELRS eligibihiny and
emollment and TRICARL as a4 second pavet (where thae s othes haalth
msutance), and

3) pravenuon and disease management

1 Nattonal Deferse duthoreaation 4t for Frcal Year 2007 P 1109 361§ TIH2) 120 Stal 205 2256 (2000) \nied
U IZATHON OF OTHTRTHIORTS—In preparm the vepmrt the task force shall take mito considesatron the fradsm, «

e vecommendations icduded v the Healtheave joy Mudrtany Retorees Fask Craup of the Detinse Busone s Board pre wu
Covernment Aausttubiday Offnvparts studies and re e 03 by the aadant Secrtaon of Defense for Health Affasrs and am
vther studies o1 yesewcdy conducted Iy ngane ations vegarding prog ram and mgane atwnal imfrrovements {o the vl hialih
care Sysfen
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Cross-Cutting Theme

A aross-auting finding of the 1ask Torce 15 that DoD has not looked suthaently
outsile of 1ts own systems (o study and potentiallh adopt best pracuces in the health
care field Although the Milit uy Health System (MHS) 15 unique in some ways, the
auts of putchasing and ddna mg health care are common acioss health care
systems  The incierang costs of health care as well as the challenges in access,
measinement duncal quality, and overall sausfaction are areas of wgnificant focus
and nupressive mnoy ation over the past decade MHS leadership should be more
actnehy engaged in broad-based discussions 1 these areas attending and contitbuting
to mnonal conferences ind o1 1 DoD) should improse 1n this area in a meanmgtul
and sustammg way A potential solution 1s detaded m the imnal recommendation
that follows

Program Evaluation

Faxaontne Order 13410 ostablished what 15 called the Tour Cornastones of Value
Drven Health Care, which hdps 1o ducct the provision of high-quality and ¢thaem
health care m health care programs that are adminisiered or sponsored by the
fcdaral govonment The ordo iddicsses the need for health imformation tcchnologs
stmdards qualiy standaids, price stand nds, and mceninves Gudance dictates that
“agenaes dovddop qualiy mcasaramants e collaboraton with smular mitatives
the prvate and non-Tederal public scciots

Dol outhines componams of Txccutne Order 13410 for MHS benefianies and states
that 1he Dopariment of Defanse offars completc imiormation for health care
deasion m kg through thie health care nansparanay imtative ™ The indormation
provided locuses on

* PLicing—TRIC ART allowable charges Jor hicquently used proceduses and
Se1vICe s

* Qualin—T he shanng of mtormauon about quiliy of services provided by
doctors hospitals, md othar badth care providas through www qualitycheck o1g

* Inlor mation Tedinologv—The use of health imioimation technology systems o
facilitate tha vapid xchbange of health informauon ~ the Aymed Forees Health
T ongitudinal Technology Application (AHT1 TA) and the Pharmacy Data
Transacuon Sarvace (PDTS)

* 1hgh Quahty and Efhicency —Daveloping and ide nufying approaches that
facilhitate high-quality and dficient care, to incJude health plan options and
spcaal programs

Sclected aspects of TRICARL contractors performance and beneficiaries’ expersence
of care have been assessed, but this mnformanon s not accessible to bencficiaries In
addition ahgnment with public and private sector quality assessment and t1anspai-
«ncy mitiatnes 1s vartable There 1s a growing sense of urgency rcgarding 1eturn on
mvesiment i health care, and this has motn ated public and prrvate sector puichasers
to demand more accountabihty and transparency hom providers Transparency in
quality 1eporting 1s frequently wy initial siep prio 1o 1implementauon of incentive
progr uns that rew ard lugh-qualitn. high-value care delivery Because 24 percent

of the maease in nulitary health care expenditures from 2000 thiough 2603 1s
attributable to gena al medical inflauon " DoD has a substantial oppor tumity to join
with other major purchisers and be an important pait ol the soluuon Yet cunnent
p1ctices ;n TRIC ARE aire tar hrom agaressne o1 innovatve compated with those of
the Centers tor Medicare & Medicaid Services (C MS), the Leapfiog Group, and other

2 {xerutive Onder Promoting, Quatity and 1 jfrciont Health Care i Federal © o e nmint Admmisstered or Sponsored Health Care
Progiams 71 Ted Reg 510N (Augusi 28 20006)

5> IRICART Management Acir ity FRICART Health Care Damparency tmnatr 6 Novenber 7 2007 See w ou trrcare mid
fransparenty

1 Dund M Wall o Comptralles Ceneval of the Un ted State Dol 245t Contuny Health Care Spending Challenges

Brief o the lask Foree Apndl 18 2007
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major purchasers Dol) has been working 1o ¢stablish yelauonships and collabora-
tions with major purchasers indudmg (MS The President’s Lxecutne Order
provides aroadmap for aligming closely with the Depaitment of Health and Human
Services (HHS), the Departiment of Veterans Alfans (VA) and the Office of Person
nel Management (OPM) {or pubhic 1eporung on quality and cost and for ¢stablishing
meentne programs Incentnes for hugh-qualiny, hugh-value care delivery will requie
mcentves {on beneficraies and providers The MI1S could be well served by s
collaboration with the pinate sector and other federal agencies and should continue
to 1mprove it

Recommenaation ?

DoD should charter an advisory gioup to enhance MHS collaboration with the
pinate sector and other federal agencies in oider to share adopt, and promote
best pracuces

Actron ltems
* DoD should

- abgn with HHS V1, OPM and prnoate secton orgamizations 1o make
health cue quality and costs more taspazent and casthy accesable by
all benehciares

- ust performance based dimical rcporting by nanaged care support
cont wtors and the direct care system

= strengthen meentnes to providess and haalth msurers 1o achieve high-quahin
and ngh- alue performance, and

—mplement a systematic strategy of pilot and domonstration projects o
cvaluate changesin MHS praciices and sdentily successtul practices for mowe
widespread mmplementatson

Financial Controis

Internal Control Isaues

Convollarship prosents uniqie challenges wathin the overall rubuic of the nihit oy
health care systam’s fmanaal sustaimnabiliy: Controllership has boan dadimed as a
commitment 1o complhianee, effcctnencss and mtegray thae spedls out how cachis 1o
be achicved " Tedaal management s responsible {or cstablishing and numaming
mtanal contiols to achieve the objectnes of cHective and dihaent oporations,
1elable financal 1eporing, and comphiauce with applicable laws and 1cgulatons ©
On Decamba 21 2004, the Office of Management and Budget (OMB), puisuani to
its authonty under the Todaal Managers’ Fimanaal Integnity Act of 1982 7 jssucd
1visions to OMB Cncular A-123 Managameont s Responsibility for Intomal Connol
OMB Cuculat A-12% provides guidance 1o federal managers on improving the
accountability and cficanencss of fcderal programs and opcratons by establishing
assessmg, conteeting, and reporting on mternal conniol Y DolY's Managers’ Inteinal
Conuol Program was established to 1eview, assess, and 1epmt on the dfectneness

of mternal controls withm DoD " Pairt of the progran’s mtent 1s to 1denufv and
prompth conrect melfectne mtanal contiols 1nd estabbish more ctiecind intanal
controls when warranted !

5 Robert A Parker Lhe ompany He Aecjn Contoller Muga ot Marde 1998 p 19 Sec 00 busissfounn emag, com
g aneiaredi wvarivde himParticlelD=4322

OAIMB Diveetors Letter fo Heads of Dxeeutive Departments and T tablvdonents dated Decembion 21 2004 s |

See t v whatchouse go Vomb cncularval23 iil23_red pdf

73U SO $3512(2004)

& DB Controflyr s Memorandum to Chif Tine nerad Otfecers { fuef Operations Offuer  Chref Diformation Offers

and Program Munagary deted Decenibir 21 2004 Ser ¢ ¢ thatchow o go amb arcadars «d23 ad25 a0 pedf

9 {nd

11 Dob fndruction SO 084 Managers batrrnal Control (MIC ) Program Procedures Janwary 4 200¢
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Eligibility Determinations

DoD s responsible tor the distiibunon of wthonized medical and dental benehts and
entitements as presabed mn Chapter 33 of 1ude 10 ot the U S Code '2 DEERS 15 the
designated antomared nilormation svstem designed to proude imely and accun ate
mformaton on those chgible tor mechical and demtal benefits and enttlements and o
prevent imd deredt frand and abuse i the distiibution of these benefits and entule-
ments " It s the definmtne data source 10 wdentify and versty athhation with Do M
DFERS serves as the centr ihzod pasonnel data repository that supports and
mamtams thrs policy m a wmform fidhion ' DFERS 1s updated by batch transactuons
from the Uniformed Scrvices avtomaated personnel, hinance, medical, and mobihiza
won nanagement ssstems, VA 1mnd CMS 2 DEFEFRS also 15 accessed and updated by
onlme DEERS chient applicavons ' Regisu anon m DEFRS isvequired for TRIC ARE
cigibaliy ™

The services use a two-step process to dacrmmme chigibnlin to 1ccene medical o
dentd care Y Bdorcroutime ¢d1¢, anallan carc or adindmisidive sers ies di
provided designated Miliany reatment Taaliy (MT1) pasonndd confim the
whennty of patents mcuding those mn wmform: by ansmomg that they show valid
rdenuficanon Thay also chock the patent’s status within DEFRS toverihy enutle-
ment I the benchaary’s cigibihty cannot be vanficd, a locally devddoped form s
filled out and the patien s counsded that he o1 she must retnm with venhcation of
chgilplity withim 30 dave o1 hie or she will be bitled for carc rendaed !

Expatonce mthe prvate sector Tiowever, has damosstated that the primary source
of crvors m cigibihy daranmmatons s data cnny This manly occurs when thore
15 lag e batweon a cdvmgom dighihn and ts 1cgistiauon Fxamples mchide
tonunation of savace the aging out of a dependent, o1 a change m coverage duc

to dvorce

Best Practices

In assessing the ovarall sssuc of financol conuollership the Task Foree raviened a
samiphng of 1eports, cspeaallh adis ndependent 1eports (including those of GAO)
1epotts of the DoD Program Integnine Office within the TRICART Management
Actviy (TMA) ind Iispector Genaal (1G) 1eports (Doly and the mifitary departe-
mants} The Task Torce also mtervicwed samor management officals from TRICARL
and the Defense Managanent Data Cantear (DMDC ), which 1s 1esponsible to the
Undar Scactany of Delense for Pasonned and Readiness (P&R) and which has
responsibihty for DITRS Outside <aperts m the prnate sector such as Tewtt
Assoaiates and R AND ware consulted as well

12 Dod) Instractron 1391 2 84 Defense Draollment Flrabiday Beporting Sbem (DL RS) Procedures March 9 1999
173 tua

T4 I RICARD Sysdens Mannal 7930 1 M2 1T DIERS (Chan e 43 May 7 2007 (o the August 1 2002 ediiron,

i I)ru}) I tracteon 1340 234 Beforse favoliment ity Reporting, Ssiom tDEERS) Procedures March 19 199Y
16 M

17 find

16 DELRS Information Home on the 1RICARD tebstie wf o rare milideerside fondl ofm

194141 240 §5 1 Pateont Admine traton Functions I tablishon, T hgabiliiy for Care Mareh 22 2006

200 id wt $312 ¢
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DEERS

1 he policies, practices, and procedues for the oversight of amollment and eligibiliny
dala apptared 1o be of tanhy lugh quahits howcver, as 1s true in the private sedo
reg aircdhing the oversight of health plan fimancial contiols and cooidination ot
bonehis, weaknesses i the system can anse In this case weaknesses were apparent
between the personned othces of the Uniformed Scrvices and DMDC, whose DLERS
database 1s1elicd upon for ventving ehigibility i ditferent settngs, such aswhen a
person secks iccess to an M1 o1 othar health care pronider inthe private care
segment of 1 RIC ARE DFEFRS generally rcqunes substantiating documentation

(e g, marnage corithcates, hirth catificates) 1o deternnne chgibahits that goes hevond
what usualh 15 1equued in the prvate sector and lids automated systems 10 detedt
daims tor which 1RICARE should not be a pavar at all o1 for which 1 RICARE
should be 1 sccondary paver (DMDC mamtams data on othar health imsurance

and dual digibihty tor Mcdicare)

Accordmg to DMDC/DIEFRS officials the fatest comprchonsne audi was condneted
m 2001 “whichvosulted 1 a rcconinendation to the Undeaor Scactary of Dolonse
(P&R) 10 dovelop and implamcent a comprehensine data quality assurance program
toverhy the complatencss, exastence md accw w1y of hoth the new and cxistig
dataresidimg m the DEEFRS datibase DMDC aintosmed the Task Toree that the
frinchings ware disputad, and that the accinacy md by of data worcmuch
ligher than indicated DMDC said s lavd of idenuty vatlication varrhcanon of
source documents, andvahdation of tannly tddavonships s much more stungent
than i the commeraal hoalthcare siena * Teparforms niatches with Socal Sccunin
data and othar agenacs, ponodiailh audits dennbainon card faabitics, has mark
cdly mmproved qualing assuance programs, and his mproved the mtear face wuh
pessonncd svstems of the scivices !

Howevar even with the sigmilicant improvements that have been made m the svstem
over the past several veass scveral {actors contmue to aeate an espeaally challeng-
mg e onment for ehgibihiny determm inons and tacking These mclude the pace
of acuviry, the numbers of henefsciiics coming mwo o goimg out of the system the
heavy rchance on Reserve Components and the ficquent changes m Lanuly sitwations
of beneficaries 1 hese changes have a sigmificant impact on 4 svstem that selies
largcv on the self reportung of evants that tigger eligibihty or inehgibihity for
benefits These trends yustly an exteinal audit in the area of fimancaal contiols

A roview of otha repotts with rdated 1ecommendations showed that often 1t s
difficult to nack the immplementation of recommendations 1egarding the need fo
audits and mvestigatve 1cports, at least in pait because thare docs not appear to be a
contrahized, proactive locus of accountahihty din g inancial contiollarshap across
the MIIS Also lacking arc sigmificant cf{otts to conduct oun each to private secion
purchasars and plan sponsors of health benefit plans Industry best practices mclude
ensuring centialized wccountabidity that arosses “silos,” o1 the organizatonal entities,
conducting continual outieach to determine best practices and promoting enhanced
1ehability 1n personnel offices through gieater autom tion and sell-seivice These
practices when combined with the integs ation of business rules 1esult in data tho
are mare accurate and 1eliable fo1 use m the coordimnation of health ¢ ue benelus

22 Dab) Inspector Ceneral dudit heport benefurenrsy Dala Supporimg the Do) Military Reirement Health binefuns Tiabitin
Iatvinate D 2000 154 July 5 2007 Note Lie abjectt e of the waerdtl cas o avsess the sehabilety and completeness of the
denmografiin dete wsed to cale wlate the Dob) wudvions selinement health benepts babatity The bpecto € enoral found thed
DETRS data pro wded 1o the actuars a e seliable anly 85 porcent of the time—15 percent of the 8 1 milfion beveficiarre
mcdidded o1 the extract were tneligihte wnable to he wirfied or had icorrect cndwead data v ihe DECRS secord

23 DMDC Response ta the dosh Forer an the Future of Milttary Health Care Interem Beport Octover 30 2007
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TRICARE as Second Payer

lo the degrec that 1 RICARE 15 10 be a sccond payer (see Chapter 10), Congress has
authotized the military services to bill msw ance companes under the Lhird Party
Collection Program to help pay the 1ising cost of providing health care 1o a growing
number of Jimble bendhinanes ' Dol promulgated an st uction detaihing the
speaifics of the Thind Paity Collecction Program

Lurthermoie, C ongress has expreshy stated that when a person is covered by both
1RIC ARE and a thind parts paver gnsmance, medical service, or a health plan by
contract o1 agreement), and both 1 RICARE md the third-paity payer cover the
sanie beancht, then the govanmant cannot pay for the beneht with a hmited
exception =

The gudaince provdos unidorm pobiaes mnd procedures but it docs not provde o
commont means of weomphsiung the ithng Of the thrce savices, the An Lorec s
the only one that sccanth comated 1o a two contiactor national dnrd-party collec-
ton program Posne diorts hne boen noticed, as the An Torce now colleets a
largar poraon thn the other two services = Ttmas b ume for the services 1o umify
and maxinzc s cHorts to collect from thud parnes, pahaps by usimg contractors

Whan compared to the ivaall DoD healrh care budget, 1the Third Party Collection
Program tcconas 4 small a frcnon ot a pacent back to the MTFs And it 1s impor -
tant to note that Congress did not neend to deaement the Defense Health Program
budgctwith an expected program for thind-patty collccnon such a program was

10 Acate an mcentane 1o collect these funds, which wac not programmed nto the

M IF budgat

tlowavar i 2004 GAO posted s siew pont fta conducting an MT1 thind-pairny
collccuon audit by statmg  Our pomt tiking a broada view, 1s that evany dollar
recovared from thud-party msuress s one more dollas {or the Congress to consider
m funding the govaanment s opannons ”* Y more 1ecent recommendation from the
2007 Dol IG and Army Audit Aganay stated,  We 1ecommend that the Sugeons
Genenlof the Aoy, Navy and An Force inform the commanders of nulitary
treatment {acilifies that collccions from mswmance providers are aedited to
dapproprtatuons of the MTT 1ind do not sosudt mreduced budgets” The GAO and
16 posions canmot b 1econaled  Mter mote than 10 years of the Thud Parts
Collccuon Program, MTT commander s would know whetha then budgets werc
deciemented by than service and would not need to bo vamunded by the DoD I

With 1cgard to dispensing phanaccnticals MTEs provide mamtenance drugs
90 day supply maements but most Pharmacy Benddits Managers or avilian fiscal
mtamedianies who process the Thard Party Collection Program daims of muluple
nvilian inswers provide payment for omly a 30-day supply, leaving 60 days uncol
lected MTT parsonnel are un mare of and Pharmacy Benefits Managers aie not
wdhaning to federal law, which allows the MTF to collect for all 90-day supplied
phaymaceuticals # This area 1l auchited, may reve ] the magnitude of the apparent
noncompliance with the law and the value of implementing cost-saving and
enhanced cnloicenent mechanisms such as punalties to msurers for noncomphance
ot additional education and naimng for MIT personnel
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27 Qfmnmh Third Ports Collection Repmrd prom MiTs & wifnm Buanes Offue to TRICART Management dcti nty
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Recommendation 3

DoD should request an external audit to determine the adequacy of the processes
by which the military ensures 1) that only those who are ehigible for health benefit
coverage receive such coverage, and 2) that comphiance with law and policy
regaiding TRICARE as a second paver 1s umfoim

Action ltems
+ Dol should

- charge the auditor with assessing the most efficacous and cost-cffective
approach, for example frand wdenefication and pravention and sy stem
changes to the DMDC and/on DELRS

— ensure that audit recommendauons are implemented and indlude follow-up

and

— establish 1 common cost accounting systent that provides tue and accuratc
weountng for management and suppot ts compliance with i that 1RIC AR]
be a second paver when thare v other health mswance (See also discussion

below )

Financial Reporting in the MHS

The MHS compnises threc internal st ind-alone auditable financil statements for
1) the Seivices Medical Actiary (SMA) 2) I MA and ) the Medicare-Eligible Retuee
Health C are Tund (MLRHC })

Fhe fmancial statement mformation for the me dical depar iments of the Ay

An Toice, and Ny wrerolled up 1o 1M\ and ue consohidated undar one set of
stand alone tuditable finanaal statements under SM A hese statements currenth
are not udit ible because of fimanaal and mformation systems problems, aswdl as
madequate business processes and mteral controls The MHS plans 1o have these
statements 1eady for audit and an unqu ihhed opmion by Fiscal Year 2015 ¥

1 he financal statement informanon for 1) prsvaie secion care, 2) TRICARE opera
tions (he sdquarter costs) and 3) the Uniformed Sarsaces Unnersity of the Health
Scences are consolidated under onc set of stand-alonc consohdated hnancial
statemants under I MA T ke the SMA statements, thiose statenients cunenth aie
not auchitable because of inanaal and information systems problems, as well as
mideqguate business processes and mternal contiols The MHS plans to have thes
staterents ready for judit and an unqualibed opinon by Tiseal Year 2010 !

MEFRHC Ts inanaal statements diitfes from those of SMA and 1 MA because they an
1cady tor audit as a stand aloncvcporing enuty The MERHCF fininaal statcments
ware sudited in Tiscal Year 2006 and 1 ecoved a qualified audit opimon In Fiscal
Year 2003, independent audniors found that workload, medical coding and data
imformation systems, cost accounting systams and financial data flows from one
systam to the next were unchable #

In Liscal Year 2000, the se same defaonocs contimued ¥ Those mater gl we akne sses
pravented the tund trom recenmg an unqualified opumon moaes hinanaal statements
DoD s anvapating that these matenal we tknesses will veappear in the Tisaal Yca
2007 auchtors opimon of MERHCT The MIIS plans to bave these finanaal state-
ments ready for an unquahificd opnuon by Fiscal Year 2009

30 Defonve {meencaad Improvement and Roadoess Plan Sepieniber 2006 § 39
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The most sigmiicant challenge 1o the MHS continues to be the existence of financial,
cost accounting, and miorm won svstems that do not mteriace well with one another,
and the mabihty of such svstems 1o comply with Generally Accepted Accounting
Punaciples (GA AP) and other standaids

MLRHCF 1s canrenth Imted to Medicare (igible 1eusees over age 63 The Delense
Advisory Comnuttee on Military Compensauon and the Medicare Eligible Retnee
Health Care Board of Acruaties both promoted the adoption of pre-Medicaie-ehgible
retirees inta the tund *' * T adopted, moving the pre-Medicare eligble retnees mnto
MERTICF would be conssstent with GAAP

DoD's Performance and Accountability Report

An mdependent auditor’s 1epm t of Fiscal Ye u 2000 DoD hn inaal statements
conducted through the 16 « Delense Tinancial sudning Service also aited standmg
material weaknesses and a Jack of mian it connols as the cause {or the disclaimer of
opimien ¥ These control dehiaanacs are so sigiahicant that they can cause materal
nusstatemetts (gross undarstatenent o1 overstitement) i the inanaal statements
and mternal contols are Ieking o1 are soweak that tests of mtainal controls are not
feasible

Betore an andit can be conducied on an organization’s finanaal statements, it musi
provide a statement of ssun nce on its miarnal contiols over hinancial reporting §or
Fistal Yo 2006, DoD provided a qualihed statement of assurance for 1s internal
contiols ovar finanaal reportimy Howava the IG s Defense Financial Anditing
Sarvice disagced with DoD s quahhed stitement of assurance on mternal controls
ovel hmanaal yeporting

internal Controls Financial Management Feeder Systems, and Reporting

The Sarbancs-Onday Act of 2002 (PT 107-204) saived 1s the motinaung fore {o

the fodaral government 1o re-ovaluate s pohicwes onuanal contiols and resulied in
the issuance of OMB Ciieular A-123 Appendin A Intarnal Controls over Tinandial
Reporung ™ This appanedin spaatfically 1equines govainment agencies to documan
the process and maddelogy for applying the standards for assessimg mtanal
controls over hnanaal reporimg Dol has plans to implament the necessary processes
and fumanaal nienvl connols to wiprove inanaal reporung and contimuc to move
toward auditable finanaal statoments

Most Dol accounting sstems ware designed 1o tecond and track costs on 4 budgetary
hasis and wate not designed o collect and record financal transactions on an dcciual
basis m accordance with GAAP In addiion nyany of the Dol fecder systems that
mtartace and automatically rceond swcounting transacnons mto the offiaal accounung
systems were designed for fogistics o1 othear pui poses aned not wccessarily tor inancal
purposes o1 fon compliance with the Teda al Timancal Managoment Improvement
Act ot 1996 (1 FMIA) Unul all Dol} fimanaal and other miformation systems ai¢
abgned and updated torecond ind repott finanadl mtormauon m accordance with
GAAP, Dol inancial information will continuce to be dhicult to vihidate Do
Fanaal Tmprovament and Audit Readimess (FTAR) plins are to move the depart-
ment toward auditable financial statements

34 The Miduars Compersation Ssitem Completing o Dan ieon o an 4 ) olunieer Fuzee Report of the Defonve Advion
Comtmattes on Mikdary € ompensation Apad 2006 84

25 Report ta the Presdend and Congress on the Depariment of Defense Mediiae 1hgible Retnee Health Cove Fand  Depastment
of Difere Medice Higible Reinec Health Care Bowrd of Artisnse funaary 25 2006 p 4

26 u pector Ceneral Deferse Dvanctad Audrting, Ser nce nde pondont Audhdon s Report wn the Foscad Year 206006 De partment of
Defere Apenoy Wade Finanoal Matement ) 2007 (24
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Dol acknowledges that 1 unable o fullhy ninplement all elaments of GAAP and
OMB Cncular A-136 because of imitatons m ats hnancial management processes
and systems ind nonfinanaal systems and processes that feed mto the financal
statements * In an August 2007 1eport GAO noted continued progress mn two key
areas 1) agency-requned mediation plans, and 2) OMB efforts to addiess system
unplementation problems ™ However, 1t also mennoned that ‘agencies contimued
10 stiuggle to modermze financal management systems, " and speaifically singled
out DoD by statmg that ‘ this preblem s paruadarly severe at the Depaitment of
Detense ™

Internal conti ol over hnancual reporting is a process designed (o provide reasonable
assurance regarding the 1ehability of inancal statements Internal controls ovel
fmancial 1eporting should assurc the s tfeguarding of asscts the accurate and nmeh
yeconding of transactions, and comphance with appheable laws and regulatons The
Fiscal Year 2006 DoD Report on Internal Controls and Comphance with Laws and
Regulauons states, “DoD himancial management and feeder «ystems were not
designed 1o adequately support various material amounts on the hnancal state
ments 1hese systenic dehcenaes in inanaal management and feeder systems,
and madecquate DoD husimess processes 1esult i the inabihity to colleet and repon
fmancial performance informanon that 1s wom e rehable, and tmeh " If DoD
does not have the accounting and mtor nianon swatems, business processes, amd
mternal conols over finanaal veporung Lo attest 1o the 1chiabilny of sts finanaal
statements then DoD finanaal statements cannot be audied

Cost Accounting in the MHS

Ihe chicctiveness of the MHS cost accounung svstem dalso needs 10 be eviduated  1The
Medic al Fxpense and Performance Reporung Svstem (M1 PRS) 15 the cost accounting
svstem that has been used by MHS for niany veais (o caleulate unn costs MLPRS 15
complex, with heavy reliance on nluple svstems that feed and mterfice with cach
other and that ate prone fo user errors cven at the lowest level, where tabor cost
allocauion depands on imdmdual inpne Tnaddimon, 1cpornted workload and coding
cfcanencss often arc unrdiable These are significant problams m the MITS cost
accounting systan that affect the correct calcul iton of unt costs

DolYs cost svstem problems are pasistant and longstanding Ina May 1999 GAQ
1eport to Congress on the Modicare Subrvcnton Daemaonsty aton,  GAO sdanuibred
major concerns with MEPRS 1o mnclude meonsistent dara collection and teporing
senvice diffaences i how depreantion s recorded, and the completeness of the
accounong for albredevant axponses * In Hiscal Year 2005, mdependont auditors
idenuhed as umcdnble workload/medical coding datazmformation, cost dccounting
syatams and fnanaal data flows from one svstem 1o the next ** In Maich 2007 the
1G of the United States 1ssued a report on finanaal data processed by MEPRS,
stating that a number of sa1ous weaknesses were found !
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The Asastant Seactary o Dedonse for THealth Atfans did not concur with the 16
1eport and stated that 1t nusiepresented the pur pose of MEPRS He also did not
concw that Health Affans had a material weakness He stated that the system
provides detaded uniform performance indicators common expense dassification
by work centerrcost center uniorm reporung of personnel utihzation data by woth
centet, and a stand ndized Hbor cost assignment methedology He stated that
MEPRS was not destgned to support inanaal accountng, financial reporting, o1
patient-level accounting "

Improving DoD Pharmacy Cost Management

In 1ts 2006 FIAR Plan, DoD pomted out that the PDTS system provides a good
oxample of a modern cost accounung and health system designed to collect
informagon about patient-lesel pharmacy use and costs

MIRHCF 1s relying on PDIS to colledt accurate inanctal and cost accounting
mformavion at the patsent lavel o one day achieve an unqualihed opiion in 1ts
fnamaal statcments Dob and the Fataprise ransiwon Plan (E1P) must success-
fullhv adentabs, amplament, aind integrate ssstams such as PDTS that ineet the needs
of patients and improse outcomes, while providing necessary and reliable cost
accountmg data thatwill meet hnanaal reporing requirenwnts of the MERHCF
fmanal statements Howevar antegianng svstems stich as PD IS with curient
svstems mdy be a formdable and expensie chatlenge

Findings

MUS hnanaal acconnung andreporong and cost accounting systems are in need ot
signthcant mprovament or (ven a complate overhaul At the core of Dol)’s acconnt-
mg problans are s dehaonaes m hnanaal reporting svstems, cost accounting
svstems and orther admmisn atine and progr am management systems that prevent
the accnate ieporung of fnanaal and cost accounting mormation m the MHS T
difficult 10 use fnanaal statement and MEPRS cost accountimg infor mation 1o m ke
decsions o1 comparsons with prnate secior data 1his s due to outdated systems
and mappropuate dlocation of ovarhead, depreaation, labor, and otha umit cost
cxperses which make tham maccw ate Many of these fimancal managoment and
feeder systams ware mattally designed for budgerany purposes and not necessanh o
prepanng lmanaal statemants i accordance with GAAP Unul Do) and the MHS
cotrcdt the overall svstems archatecture problems and align these systems to support
finanaal reporung and cost wconntmg across the ageney Dol cannot provice
finanaal stataments that arc rediablc or that account wath a Tugh loved of confidende
the ttue and accindate cost of hicalth care m the MHS Inadditton, Lack of adcguae
busincss pracesses and eftective financial nternal controls continue to lander oD s
ability to report fimanaal and performance mformagion that 1s accurate, 1¢hablc
and tmeh v

MFPRS problems are parsistent and longstanding and the 1ellabbty of the miorma-
tion 1t provides has alwavs hean questioned MTPRS suffers from sigmificant inhcrent
problans that range from multiple uniehable <ystams that do not properly interf 1
to meffectine internal controls, to Lack of user knowledge and educaton MEPRS
problams appear to be svstenne and need 1o be evaluated to include an assessmont
ol the fcasibithty of sigmhcant change ovarhaul, or 1eplacement

16 Depunrtment of Defeinse buspeetor € encend Frnancd Dada Proce sed iy the Medual Fxpene und Performance Reporting
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The Task Torce agiees with the Assistant Secretary of Defense for Health Affans thart
MEPRS was not designed lor accrual accounung and GAAP compliance and that
those objectives must be met thiough the hnancial accountng systems Smce i 1s now
necessary for many government agencies to achieve GAAP comphance, this presenis
a maor challenge for the government and speaifically for DoD These financial
accountng challenges are being ddressed thiough the FIAR plan and the ETP
However, MEPRS data continue to be umeliable and cannot provide patient-levcl
data

Common Accounting Sysiem

Because the Task Force also was ashed to assess the  abihity to account lor the true
and acan ate <ost of bealth care in the whtary health system ** the Task Force

would Itke to hughhght 1ssues imohing the cost accounting svsten, incluaing the
need for a common cost accounung system across the MI1S as a best practie The
curient system 1n use since 1986, 1s ughly m o ate and madequate for varnous
1casons It does not measurc the value of nue owputs (health o 1cadmess capabil
tes), does not capture all Do hoadith care costs and s meonsistent m how Hbor costs
arc allocated (¢ g, 1¢elies on seHareporung and on pohiaies and practices that are not
wmform across the savices) s makesit difhonh to compaie dued care with
private care and care provided among the sarvices

Avnoted above the Task Taree recommends that Dol) establish a common cost
dccountmg system that prov ides tue ind acou date dcLounting for managoment and
supports compliance with law that 1 RIC ARY be 1 second pavar when there is otha
health insw ance

Weliness Imtiatives, Disease Management, Prevention Awareness, and
Patient Imitiated Care

Aspart of us charge, the Task Toree was askad 10 assess wellness mitiatnes and
discase margement programs of the Doparmient of Dddense, mcuding health
sk tacking and the use ot vewards for wadlness ™ Inaddion wwas asked 1oy Gien

cducation programs focused on preventron awarcness and patient-imizated health
Cdic

The health care contimunm covers cathing from pravention to scaons ilingss
and ndudes the provision of ongoug pavent ¢ ducation programs dimical and
admimstiatne muenventions, md (apeit care coordimation/case maagement at the
appropriate times TMA addresses this contmuum ot care i ats Population Health
and Mcdical Managemant Moded and designed the DoD Medical Managoment
progiram to suppoit the moddd (sce Nguie 1)

However to achieve the desired outcome of a healtly population and @ optinize
the use of scaree health care resources, thac must be an emphass on wedlness and
prevenuon ¢ ducation programs that support these objectves

18 Nationat Defense Anthortaniton Act for Dieal Year 2007 11 109 361 § THuJ3)0¢ ) 120 Stad 2083 2256 (2006
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DoD Wellness and Prevention Initiatives

IThe services, m ccordance with the mcdicat mattagomont program outhne dn

IMA have mplomeantad savice speafic wdiness and discase pravention progiams
that aic gena ally conwistent with HHIS s Healthy People 2010 goals and consistent
with Partnership for Pravannon's National Commission on Prevantion Priorities
(NCPP) “ NCPP avaluated and vanked prevantine services on a 2- to 10-pomnt scale
base d on dmically preventable burdon (CPBY and cost-cdtectnencss CPB s mcasuied
as quahity-adjusred fife yedrs (QATYS) gamed

MHS Iteratun e mdicates that the proventing saivices bemg monttored arc gencerally
consistent with NCPP s prontics and that the services have devated the priories of
swcade pravenuon and stress moanagement and also have implemented programs
umgue to MTT locavons o1 designated populations that are not covered in the
current MITS hreratnne The dinical outcomes of selected preventive se1vices aic
montorcd i the MHS Balanced Score Card Metric Panel

TMA’s rescarch mdicates that unhealthy hifostvles sigmificanthy increase the cost of
health car¢,” ' and that tobacco advarsev nnpacts 1eadimess by increasing the
hikelthood of mpury and lost productnvaty decteasing might vision, exacerbating
notse Jnduced heanng loss, and slowmg wound bealing

19 Partne rdn for Paccention Priovifees for Amcaiens Healtd Caprialians i Dife Savmig Cost Tffective Preventi n Ser we
2006 Sec 1 ou pre wnd e1gmepy
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The August 2007 MITS Balanccd Score Card Mctnics Paned mdicated that the
services are not meeting the Healthy People 2010 gonl of an 88 percent nonsmaking
rate The Actne Duty populatuon scores lower 1o thus atea than all benefician
populauons and the U S population generally But the Active Duty population
consistently suxpasses the Healthy People 2010 goal and the U'S population 1ates
generalhy m preventing obesty Other TRICARE beneficiary populations sui pass the
U'S population in lower rates of obesity, but do not mect the Healthy People 2010
goal of 85 percent The MHS 2005 binge diinking 1ate vanges between 33 9 and 53 2
percent, while the DoD rate 1s 44 5 percent Free additional DoD preventive services
fail to meet Healthy People 2010 standards '

TMA sponsors a number of denlonst auon and pilot programs, such as Tobacco-Free
Me, the Make Lveryone Proud Jobacco Use Counter Marhetung ¢ ampaign, and That
Gy, an alcohol abuse 1eduction « impaign lor Active Duty semvice members I'MA,
howesver, does not 1exmburse beneficiasies lor some preventne services, such as
smoking cessatton interventions Smoking cessatton 1s covered i the MTF ag the
disaretion of the commander and with faaliny funds, but there 1s nothing i the
ament regulanons that allows for netw ok yeimbu sement for smoking <essation
progiams § MA will reev tuate the policy atter s current smokimg cessation
demonstiauon projedt ends i September 2008 and will use the demonsti auon
results to deternune the feasibiity of a comprehensise tobicco cessaton benefit o

its henefraaries ' The NCPP scores smoking cessaton as a *10 on a 2- 1o 10-pomt
scale, tns underuttized sexvice hos the Inghest potential tor additional QALY
(1,300,000) saved if utshzanon werd mercased 10 90 percent (See Appendlx F i
addinional informaton on DoD s seliness programs)

Prevention-Focused Beneticiary Education

Fhe promotion of wellngss through behavioral change 1 cqunes hasc health and
prevennon e dicanon, personal inter acton with heensed health care personnel

md pomt-of-seriace educauon wih follow-up  Additionally, education must continue
along rhe continuum of care To this and, TMA T funde d evidenced-hased domon-
stration and pilot projects to addiess the leading causes of praventable illlnesses and
teath among ns benchoaes Those projects dl ol which incor porate cducanonal
progiams, will hedp i v aluatng the fcasibility and cfcctveness of new itaven
tons that could encourage healthier hifestyles

Dol programs arc ¢xecutecd at the seaviec laved the Navy through its Navs
Frmaroomental Health Center the Anmy thiough ns Canter for Health Promotion
and Praventive Mediane, and the An Foree through its Populauon Health Support
Division Fducanonal components are mcorporated mto progr ams using the
appropnate media

TRICARE’ Health Promoton & Pravenuon websie supports education thhough o
senes of limhs 1o mulnary and otha health promotion sites and thiough cducational
mogtams 1RICARF's website hosts 1 comprehensive body of dctaled snformation
1elated to FRICARF, which 1s accesable to all who are computar lnarate Tl
TRICARFT {o1 Tife plan also s comprchensndy outhimed in a 36 page handbook
Patents who do not have electionic access o1 who have cogmuive hntations depend
on the dircet and purchased care emnonments o1 plan and health educatton

2T TRICART Management Aoty Health Policy Anabis and Toalnation. Diaduaion of the FRICART Progrom Ty 2007
Riport ta Congre s February 2007 Seew ¢ 1 {reare ml
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The success of amy cducational program s contingent upon beneficrary comphiance
with stated care regimens and compliance 1 either it msically or extimsically
motnated Private sector programs, while consistent with industiy best practices
and DoD's approach to prevention e moving toward ditferent approaches to
accomplish patient compliance ind peisonal 1esponsibiity for health and wellness
A loundanion for these programs s patent education Programs ale structured
around worksite wellness teams wsed by the Wellness Counals of America, financial
meentnes/bonuses for practicing healthv habits and behaviors as outlined by
Clarian Health, and discounts 1in deductibles for healthy outcomes on screenings
and abstinence hom tobacco use provided by UnitedHealthcare Group ® 7 DoD

1s constr amed i its abthny to provide such mcentves, but is exploning avenues o
addzess these constramts

Although 1 1s evident that the setvices offer and sometnnes even mandate wellness
education and disease preventon services 1 standardized appioach s lacking To
consohd e and standar dize wellness cducation and wellness progiam implementaton,
the An Force's Health and Wellness Centers could be used as the MHS model Once
fully implemented and resorced this moded would taalitate comprehensive pro-
grim ey luaton the documentaton of outputs and the cost anah ses that would be
nceded to deter nunc e n on mvesime nt ue terms of QALYS saved 1o the long term

DoD Case Management

IMAs Medical Management Gindc outlines case management for the services as
a collahorane process that assesses plans, implements coordmates montors and
tyahites options md savices to mect complex health needs through communica
trom snd av ulable 1csomces 10 promote qualiny, cost dfective outcomes ™ This 1s
consistent with the Amercan € ase Margement Association dehminon of case
management as a collaboraine pracnee model that incdudes patients, nurses
sodal workars, otha pracutioners, caregnets, and the community The process
encompasses communic aton and taalnates care tong a contmuum through
ddicanarosom e comdimanon The goals of case managanont mcdude the
achicvement of optimal health access to g, and appropnate utihzauon of
rosoutces, halanced with the patent s vight 1o sclf-daranmmanon As such, ctecine
case mandganient unda pins the continuum of care m redation 10 pravention and
distdse management 7

56 Dead Hunseewtt £he 10 Secrets of Suceesspuld Waondate Wellness depms 2007 Welbwess Comnedds of Amersca Abolute
Ad samiage Magn.me 2007 60516 Iy
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Of parnicular concern is the transition of pauents from the MHS to the VA health
systems 1o improve DoD and VA dinical case management services provided to
service members, famihies, and other benelicianies, the VA/DoD 1lealth Executne
Council established the Dol/VA Seamless Ty ansinon Climical Case Management
Work Group * The group 1s charged with

*

idenufying key cinical cise management concepts, processes and subject
mattel expeits

wenutying and dehming pohiaes 1egulations key concepts, chintcal processes,
and business procedures that guide the ceamless nansition of service members
and other beneficiaries,

-

1ssisting 1n developing and sustaming standai dized qualihcations, education,
and 1esources {01 clinical case management m support of seamless t1 insition of
service members and other benefictaries,

1eviewing and recommendmng chinical case management functions and work
flow for effectne case mnagement selated to the itegiation of information
svstems and pohcies that dinecth support the seamless transition of savice
members and beneficianies

developing a jomt process for ensuiing seamless transitional care of the
Wounded Warnior usang relevant PDoD and VA documents and gudance and
mdustry standards, and

wlenuify g potential gaps in the trackig of scyerely wounded Warniors

Addmionaily the Dole Shalala Conmussion 1ecomninded the devclopment and
implomentation of federal 1ccoveny coodmators to ovarsee the care of severely
wounded service mombers across lederal agenaes ™ Thisole s intended 1o comple
ment the savices case managemant approaches In conjuncuon with the Dol)/VA
Semor Ovarsight Comnuttee the Arnn’s approach o miproving case manggement
mchudes US Warnion Transiion Units 1o which sciiously wounded service members
would be assigned ™ Ihese minatives should address the need for standardized case
managemunt im both the mpatient and ourpanent health commumitics and would
serve 1o suppot t care coordinanon across the health care contmuum

GAO epom mmber GAS-07 125071 sates dnatwork contmues ont datermining the
munba of fedaral 1ccovay coodmiators necded Thas 1s duc m part to a lack ol
clanty 1egarding the portion of rarmmug Savice membars’ these recovery cootd-
nators will serve Thorepoit furtha states that morc than hall of thc US Warmon
Franstion Units had “sigmificant shorifalls” i one o1 more of the requirad artic
positions Seventcen of 32 umits had Yess than 50 pacent of “anncal staft membars
m place ® Because mpatent and ompatient case managoment are inexticably
hinked, case management reform will alfect cnrent MHS case managament progians

60 € harier Bald V3 Seamdens Danstton Clopead Cave \anagement Work Croup (5 9 May 2007) Recer wd 19 Ocdober 2007
i efeetranie mark from D nfenant Colonel Clende Mchell Offie of Ure Chuef Medicat Offecer § VA prrespeise toan REE o
Favitenamt Cidomed Clenda Mutchedl Office of the Ulinef Mediwal Offuer TV 4

61 The Compnssian on Cane for Rotwrning, Wounded Wearstor  Ser e Suppast Sunplifs Report of the Pre tdent s Commisnian
on Cave for Americas Returimg, Mownded Weoriors fuly 20007

620 8 Warrnioy Transtion Uials requene that euch sevuies siember be assigned to a team of Hace Loy staff—a phasicran care
manag) o nure e manager and @ sguad leade

63 DaD und VA Prelrmennay Obver wdrons oni Tftoris to Inpro « Healti € are and Divaduley Evatiation for hefwommg S e
Members CAQ G7 12567 Sepiember 26 2007
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DoD Disease Management

I he «ervices have miplemented discase management programs 1 a 1esource-
constiamed environment that inchude the 1cporung of select Health Eniploves

Data Informnon Svstem (HLDIS) mcinics through the busness plannmg process
andd thiough servce-speahe svstems md venucs—the Ay thiough the Command
Management System, the An Torce throngh the Executne Global Look, and the
Navy through the Population Health Navigator Service programs aie supported

by the Malnary Heahth Sysiem Population Health Portal (MHSPHP), 4 cenniabized,
secure, web based populition health nyinagement systein that transforms Dol and
network health care adminisii une dat 1 into actionable informaton DoD 1s working
to estabhish a rcdevant dise s management program for the MHS

MHSPHP methodologies m¢ based on HLDIS measmes and methodologies 1he
MIISPHP Las foum pranany scenons donogy aphis, proventne sernvices, disease/
condiion mandagement and admmstranion 1 provides agglegate 1¢ports, provider-
leved patient action fists, and admmisiiatine data and contact information ©* 1 he
services have concurred on making discase nuanagomant a carincal imnative 1 the
Ti-Savice Busimess Plannming Proccss Howeva, there 1s no consolidated report of
MIHS patormance and tho mannes e not1cpor ted m the MHS Balanced Seor
Card Mo Pand Fxaept for s prloted e Modical Department (AMEDD)
provda score card ddmal providas have no cffiaent and omdy way 1o montor
their parforinance i redavon to peas® Tikewise baneficaries, MTFs, 1cgions, and
Hospeeine service commands do not have this Cpabaliy

Recogmizmg the need tor a comprchensne discase management program, TMA,
hscd on the Sepranbor 8 2005 MES Dise i Managomon Smmmn, adopied o
untficd approach 1o discase management acoss 1RTCARFE regrons i accordance
with Assistant Scaetary of Defanise lor Tealth Allans guidance Thiee discase states
cuntenthy ave bemg montoted congesine heart falure acthma and diabetes A
phased nmplementason began on Septomber 12006 An cvaluation of chinical
outcomes ublizauon and finanaal oatcome measures 15 due m December 2007

Work 15 1 progiess to mect Nauonal Defense Authonization Act 2007 requn eme nts
to addiess speahic disease condipions m disctse management Progiams must meet
nationalh 1ecogmzed acacditavon standards speafy outcome measuses and
objectives mddude suategies fon all banehiaanics (includmg Medicare), and conform
to the Health Inain mce Portabyhiy and Accountaibility Act of 1996 laws and 1egula
tions A rcport on design and mnplementnon plinning is due to Congress on
Maich 1 2008

64 An Foue Medical Support Agenes Popabativn Health Support Drosion. MHS Populntion Health Partal Methody
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65 Hhe AMTDD Pra sder Scoir Cand + an autwmaied toc that alte ¢ personnel to quickly guuge the performance of o oo ides
chnee MIT segion o command on dovcal guality metrics satijaciion product nty and dota qualiy e a snapshot for mat
Hhe tool pro ndes graphs and charts o a wollm 12 wanth pestod Pard Cosdis Ay Medreal Depariment Changes to
Dpron e Hendtheare Ontcomes huef to the lask Foree fuly 11 2007
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Findings and Recommendations

I'he services are conducting wclliess and prevention programs generally m accon-
dance with recommendations of NCPP In addition, they have priontized suade
prevention and stress manage ment, however, overconung stigma in seeking early
low-level stress counselimg 1emams an mmportant problem I MA does not coves
smoking cessation intervention m the Puchased Care System, rathes, it 1s covered n
the Dn et Care Sysiem at the disuctuion of the M1EF commanders DoD currently 15
evaluatng the teasibilny of paying for smoking cessanon mterventions im the
Purdiased Care System Although Do and [ MA pravenuon etforts are extensne,
thev appcar 1o be of limuted etfechivencss i the areas of wesght management and
smokimng cessation and they Jack transparendy and DoD-wide coordination

Recommendation &

DoD should follow national wellness and prevention guidelines and promote the
appropriate use of health care resources through standardized case management
and disease management programs  [hese guidelines should be apphed across
the MHS to ensure militarv readiness and optimal beneficiary health

Action ftems

* 1o promotc accountabity and vansparency m fiscal managemont and quahity
ot services, Dol should

= CONUNUC Lo PHOTILZL Prevention progl ims m accordance with NCPP,

~ mplemant and resotce standardized case managame nt and care coordima-
von that «xtends bovond the Woundad W anion to othar bondhaars groups
4atl (O5s the b])L(TI uni of care

—ensure thnch perfonmance focdback to chimecal provdas minagears and the
cham of command thiough a timely and easih accesable 1eporting systam
such as a provider score card and

~ mamtain ngh-level visibibty of business and dhimical performance lor the
cntne entaprise vinthe Tir-Service Business Plannimg Process and the MITS
Balanced Seore Card Metnic Pandd

In the area of disease mangament MTEs a1e monitormg HEDIS metics using the
NM1EIS Population Health Poital and reporting m the sexvice systems and the Ti
Service Busmess Planmng tool Dol has sexeral mitiatises i place to nmprove its
discase management program and 1s cuntently aw arting iindings and recommenda-
tions from an external study of the cHecuveness of its discase management programs

Case management 1s essential 1o the dadneny of sale, high-quality, and nmely
medical care 1o myued as well as il service mambers and benefiaaries through the
scamliss provision of case man igement services Tlowever, cdase management in the
MIIS 15 not standardized ac1ass the spectum of the system and, therefore, docs not
optimyze the opportuntty fo better health case coordination
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Military Health Care
Procurement System and
Contracts for Support
and Stathing Services

The Task Force was charged 1o assess

“The adequacy of the miitary health care procurement system, including methods
{0 streamline existing procurement activities

“Efficient and cost-effective contracts for health care support and staffing services,
including performance-based requirements for health care provider reimbursement

Acquu g health care savices for the Malrnary Health Svstam (MI35) 1s bng busmicss
seanv-ine parcem of benchaany cue s provided through a network of contracted
prnoaec secton provaders! \ecording 10 Goocnment Fxecutive, 1Tamana is DolY's 13th
Largest contractor {82 6 billion) {followed by HealthNet at 14th (32 1 tslion), and
IWest Tealtheare Alhance at 15eh (82 balhion), mdicatmg a sigmificant expenditm e
ol the Do) budget on contracted health care services 2 Areview of outpatient
worhload mpattont workload and MES funding mdicates that substantially monc
health care dednery s bang provided i the prvate seceor by TRICARE network
provaders than s bang provided thiough dnect care 1n the MIIS Given this vealwy,
it s imperative that the MIIS properly plan, adequatcly compete, and prudently
manage 1ts health care service acquisitions

In 1996, the Dol obhigation for medical service contracts was 1 6 biflton, and by
2005 this obligation had macascd to %8 hillion—a 412 percent increase * This
grow th i setvice acgussion spending has rosulted, m part, rom recent tends and
changes, including miitary and avilian workforae downsizing outsourang imtiatives,
the expansion of the IRIC ARL benefit, and the need to meet new requunements and
demands To nununize growth in the cost of medical service contracts, DoD has
mtiated sonie actnities o speamline acquision management and per for mance
hased service contiacts haweveyr, more can be done 1o contam costs

Best Practices

Framework for Assessing the Acguistion Munction at Federal Agencies

In a 20051eport GAO wWenufied a tramework to assess the suengths and weaknesses
of DolY's acquisttion functtons This hamework comprises four mtenrel sed conner-
stones that GAQ s woik has shown promote an ethcaent effectne and accountable
acquisition funcuon 1) o gamzauonal ahgnment and leadership, 2) policies and
processes, 3) hunan capital, and 4) knowledge and mtormation management !
Applung this framenorlk reveals several opportunities {or improvement i MHS
acquisiuon procedines

1 Machae! Diineen Muatars Health Ssvtem Coevnanee Iinfidi « Stetws Uidede for the Dad) Jaskh Fovee on the Tt of
Mulary Health Crve September 5 2007 Shde 7
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3 Defnse Acguasittons Tatdored Approack Needed to Bnpro e Ser wee deguisition Outcomes GAOD 07 20 November 2006 f 5
# Diomterconk for Avesang the deguittion Fauctom at Tederal dgosges G403 2180 Seprember 2665 p 1o
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The GAG 1epoit states the following

Traditionally the wquission function has been fragmented among business unats,
15 each was responsible lor 1ts own acquisition actnaties Ve found that leading
organtzations transformed the acquisitton funcrion from one focused on suppoit-
ing various busimess unuts to one that s strategically important to the bottom hne
of the whole compam

\Jthough consolidaton nd centi alizauon are occuriing at the service level, frag-
nmentaton stll exists at the MHS entea prise level As GAO has stated, the “lack of
coordimation across the acquisttion function 1¢sults 1n redundancy, inconsistency,
and an mabihts (0 leserage 1csoutces 1o Mect common or shared requiements ™

1he GAO aeport also cautions 1gamst situations where ‘there 1s no chrefl acquisiion
othicer, o1 the officer has otha wagniicant responsibilies ind mav not have manage
ment of acquisiion as his o1 her prmary 1csponsibility ”* The MHS does not have a
chidd acqusition otficer who ‘detmes 1 common dnection a1 visson for the acquisition
function * 1108 lht‘ W h()](, entel PLIsSt

Thie Yask Fance tocused on acquisition processes of the 1 RICARE Management
Actinan (JMA) Savice-speafic acquesition processes are addiessed i Appencdix G

Inrccommendimg mowtormg and oversight of wquisinon, GAO also ates the
tollowing goal for oigatizanons  The agenay has undertaken a4 workiorce planning
cdtort to ensure that mdnaduals who award, manage and montor contracts have
clearly dehnedroles and responsibiliies and have the approprate workload, skills
and traimmg to perfonm theo jobs etfecmey ” Many acquisiion billets require that
the mcumbent possess a cert un level of acquisiion catfication through the Defense
Acquisition Lnnersin

The TMA Procurement System

Structure

TMA acquisiton snuctm s are the responsibnliny of the Chaed of Health Plan
Opcrations and Chied Inform mon OthcayDucctor, Informatson Mandagement,
Technology & Ruangmeaamg TMAs acquusitton activiiacs include three areas of
rcquacments ' purchased care (Acquisition Management & Support) mformaton
tcchnology for the MHS (Jomi Medhical Information Svstems Office), and wmanage-
mant consulting, and program support {TMA Procurement Support Division)
(see Tigure 1)
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Managed Care Support Contract-Specific Acquisition

TMA anarded its st {1 RICARE conract m 1994 in s furst geneyation of

I RICARL contracts TM A awarded 7 contracts covenng 11 geographic TR1C ARL
regions They were compeutvely bid and aw arded as fixed-price (1 e, contracios
at-r1sk) contracts Nonetheless, Dol designed them to include adjustments {o
health care cost increases beyond contractors control, while other costs such as
admmisnatne, reman fixed All of the contracts were awarded for a base pertod
and hive option yeais

GAO decdared that ) MAs contraciing approach tor I RICARE posed several
admumstiatne challenges and contsbuted 10 signihcant tunding shor ttalls ' 1o
be conudered tor a conrad aw ad, offaors wac requned i ettect to submnt
voluminous, (apensive 1o0-produce proposals, whicdh hmited compeution Otlerors
told GAQO that DoD s ovarly presaptive requuenients restricted their abiliy 1o use
best practuiees to achieve 1the same sesults with gre er wost cthaency !

107 Dejerse Health Care  Tessons § carnod from FRICARF Contracts and buplicatins for the Tutiwre € 40 01 7421 My 17
2000 p 4 Neew vu gap Lov tee dems 742t pdf
Hiind p 45




The TRICARYT contracts were nnplemented wlule DoD was reahigning and reducing
1its Military Iteatment Facility (MTF) capability, resulting in greater reliance on
civthian provaders and numerous adyustments to the TRICARE contracts causing
some 1nstabihity and cost escalauon GAO advised TMA “to carefully weigh the
mmpact of 1ts decisions on compettton, including whether to caive out elements of
IRICARE such as phaimacy o1 cnsollment ior separare, nauonal contracts™? and
suggested that then “continued partnermg with private industry to 1each agireement
on the degiee of prescriptneness needed, by identifying the specific functions in
which the use of best pracuice techimgques would be most pracucal ' "

In August 2002, TMA announced estensive changes to its second generation of
TRIC ARE contracts that mduded consohdaung the number of health caie 1egions
from 11 10 9 and correspondingh 1educing the number of health care delivery
contracts 10 3 see Figue 2) This comracung ssmphification led to signihcant
admunst ative savings pu poertedly, $190 mullion in DNiscal Yeat 2005 !

Addmionally, FMA romoved hom the new health care delivery contracts some of the
health care functions normally sssociated with delivermg integi ated health plan
otfcrings that had been cluded i the previous 1RICARE contracts, such as retatl
phaimacy services M IE appoimtments, i nketingseducation, and [ RICARE for
Life (1TL) daim processing 1 hese funcuions were either separately awarded as
nattonal contracts retad phaymaay services, markaung and education services, and
the adjudication of Medwcarc-chgible 1eince J1ms) o1 were given (o the nulitary
SErviCes 1o manage (M [} appomntmaent setiing, 1csou ce-sharnng agreements, health
care imnformation hing, and medical necessity reviens) In tesumony to the Task Force,
Humana said that such ‘canve-outs do not 1eprescnt current mdustry best pracuces
Rther, they impact opeiaton d cffecineness and they appear to dane addional
overhead costs imcdudmmg separate procurement and oversaght expenses " kchomg
these concerns, HealthNet ated inats tesimom ™ what 16 views as the problems with
A ponmntegrated approich

* ' Dis-integration’ dimnshes the ability of the managed carc support contractor
to effectively comdhnare the 1ange of sevices needed to ¢nsure high quality,
end-to-end cane for henehiaanics

* Alack ot integration mtraduces 11sk By QOCURE UNNECCSSATY COIMMUMC ations
and operational barriers

* Prior mdustry and government attempts to disaintegrate hey aspects of the
mandaged care program have been probleniatic

IMA maded sts amient TRTICARF health care dedinery contracts on August 21
2003 The contracts speafy fne option vears, all due to expire on March 31, 2009
In 1ts testimony, Humana urged Do 1o promote stability and mminuze distuption
m the dedwery of haalih care by nsing “its anthonity to extend the duration of the
cuttent contracts In the future, we also 1ecommend that DoD consider longe
duration " HealthNet suggested that DoD “implunent a 7 to 10 year term for
managed caic support contiacts” because it provides [the] opportunity for
Govanment and MCS contiactors to Jomthy work on significant program ssues
over sustaimed petlods of tme” and st allows o collaboration of 1efmement of
culient operations/acuvities ™

121d p 10
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HEALTH CARE REGIONS

Barth - HealthNet

West  TriWest

South  Humana

Netote woa e bned klvgeniy, o dtbecr it s

oot d

These conacts are designed to be paformance based and focusing on desued
outcomes—usually based on common mdustry practices—atlowing the contracto
Jatitude m how to achteve them TMA based its curient conti acts on five overarching
objectives

1) ensme optimal use of MTT
2) attain the highest possible level of beneficiary satistacuon,
3) attain best-value health care by utillizing commercial practices, when possible,

4) have fully oparational services and systenms at the start of health care delwery so
that disrupnion 1o beneficianies and MTFs 1s minumal, and

3) ensure that TM A has 1eady access to contractor-mamntained data '

Along with the second generauon TRICARE contracts, TMA and the militarv seivices
lso made substanual changes (o the management and oversight of TRICARE s
puichased and duect care systems through the jomt development of a gover nance
plan This plan established a new 1egional governance stiuctune, including the
creation of TRICARE Regional Otfices ( TR0Os) to manage each of the three
TRICARE 1egions (North {Falls Chwch, Virgimia], South [San Antoro, Texas),

and West [San Diego, Caltiorma}) and was implemented m 2004+

19 Deferse Health Care bnplementation Isues for Ne o [ RICARE Contracts and Regronal Strugture €40 05 773
Juh 2005 p 28 See wwno gao govinew tems'd(15773 pdf

20 Defense Henith Care Implementation Lsues for New TRICART € ondracds and Reguonal Structure CAO 05 77>
Juby 2005 See v gao gov/neu demvidtiS773 pdf
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Each TRO has some unique {catures TRO-West has a TRICARE Regional Advisory
Commuittee with 1epresentatives irom majo West Region diect care components,
TRO-West and TriWest that meets 1egularly to discuss 1egional and nauonal
challenges faced by the progi im and by customers “10 develop collecuve solutions
that best 1espond to these concerns * TRO-5outh has defined a total of 162 sepaiate
operauonal metiics with defined standards of performance Monthly, Humana
reports actual results agamst the standards Humana believes “TRO-South 15
clfecuvely accomplishing i« nussion”# 1o hold them accountable {0 operauonal
senvice delivery acoss a broad spectrum of contractual requirements Furthermore,
from Humana's perspecine “the creation of the TRO structui e seenis to have
achteved wdministrative efficiencres by elimimatng thiee sepasate ‘Lead Agent’
oftices, which previoush existed in the South Region under legacy TRICARE
contiacts "** HealthNet reported m its testimony that TRO-North ‘has been proven
critical 1o eftecine developmant of 1dlatsonshups at the local level, ensuning on-going
hinkage to freld prionities ind channeling mformation facilitating key interactions,
and Jocusing on 1egional disuncuons ¢!

In plinnmg for the next generation of contraces (13) 1 early 2007, 1 MA has taken
a number of actons to siicamling the proan anent process and encourage and
stimulate industry mohament 1 MA communicated early with potential ofier ois by
using Fe dBizOpps ' notices and the 1 MA website I MA held Request for Informanion
(RET) meetings (o obtam mput hom potential prime contiactors and subcontractons
Further mndustiy parnapation was obtuned after EMA wssued a diatt Request for
Proposal (REP) i earh 2007 1 he comman pertod closed July 19, 2007, wath 300
comments hled front industaiy # TMA expects 1o anard the 19 contracts m 2008
with the “transiion 1n” base paiod planned {or 10 months) starting upon award
1hacwilb be sy onesycar opion panods with the fust starung April 1, 2000 4

Future contracts otfer more opportunties for improvement GAOQ wrote that 1 MA

shoulel recognize the ciicat that the complexus of carher contracts with the
tesulung hagh contractor proposal costs, had on competinon and simplify the
contracts as much s fowhle The challonge for DOD, i other words, 1510 deade
whathar to contimue 10 use fewar large ind complex contrdets vO sus mandaging
smallcr and porennally simplar contraces cach of which has unigue manage ment
challenges ™

I 2005 the Office of Managanent and Bodger (OMB) directed federal agonaes

to Javerage spending to the maxmmum oxtent possible through strategic sourang
Strategic somang 15 a collaborative and stiucrured process of analyzing an ;mganiza-
ton’s spend to use the informanon to imdahe busingss deaisions about acquining
commodtues and services more cfecuvely and cificently ™ This approach would
«nabic the MHS to capitalize on health care market trends, for example, speaahized
vendors who offer mtegrated programs ot chronic dise ase management

21 Daxed Mcdntyre W raten Tostimon o the Lask Foice on the Tuture of Military Health Care March 28 2007 p 6

22 Humann Militars Healtheaze Savices Resporc st Que twons of the Dedd fuok Foree on the Fature of Mildary Health € are
Morch 21 2007 p

231ibd p 5

24 Ste wen Taugh Bricfto the lush Force March 28 2007 Side 24

25 TedBr Opp gov s the sengle goveriment poind of eniny Jor federal government procurement oppoartumbies over $25 (00

€ averroment bners wae able to publicr ¢ therr buviness opiportiontie by posting mnformeation direetly to Fed BriOpps wa the
ITnternet

26 Pegey Con Semar Program Analvd 1 M4 Offecr of Cluef Hralth Plan Operations 1M A4 Response iy Memo Suhpect
Htequest for Information on T3 and { Pharn € ontrect Actriaties Octoher 5 2007 b 4
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Pharmacy-Specific Acquisttion

Hustorwcally, managed care support contiacts provided pharmacy services However,
i ordas 1o1ealize the sigmhcam cost beneht avaslable 1o DoD, senior leaders
deaded 1n 1996 1o implement a amgle mail order pharmacy program Much of the
cost bencht was derived by Big Fowr Federal Supply Schedule (FSS) priang,™ which
was made avarlable for pharmacecuticals purchased thiough the Do) prime vendor
program oper ated by Defense Supply C enter Phyladelphia (DSCP) and dispensed

at a contracted mail order pharmacy Addmional benefus induded tull government
visthility to all manl order pharmaceuncal and adnmumso auve costs and the chmina-
tton of duplicated adimnstiative and customa suppor ¢ costs at multiple managed
care support contracts

As part of the implementation of the 1996 TRIC ARF mail ovder pharmacy deasion,
the National Mail Order Pharmacy (NMOP) contract wds awarded by DSCP to
Marck-Medeo on August 5, 1997, with presciption dadncnes beginning on Octobes
6, 1997 The contract had a onc vear base panod with four one vear options DoD
dedated the mal order phavmacy yequuraments from the managed care support
contr 1w s, effectne at the start-up of NMOP

Fodaral law requires the Scactiry of Ddense to cstablish an diectne, dthaent,

and mrcgrate el pharmacy bencdits program 2 Under this pharmacy banchts program,
the Secrctary must ensure the avatdabriity ol pharmaccutical agents for all therapeutic
classes, establish a uniform formulary based on dinical cifectivencess and cost-
cifccineness, and assure the avadability of dimcally appropinte pharmaceutcal
agents to members of the Untformed Savices The Scactary of Dedense implemented
thrs key component of the TRICARE program, the curnant I RICARF Phaimacy
Program, effcctive May 3 2004 *

Senjor MITS leadership conudered 1 st ategy m Octoba 2001 to procm e pharmacy
bendfit management services for both mail order and retail network delivery of
prescuptions from a single contractor M The straregy also entailed a breakout of
yetail pharmacy savices previoushy lurmshed under the varous managed care
suppoit contracts m order o fully implement a smgle unilorm and pos table
phaermacy benefit {or all MHS-chgible bencfiaa ies envisioned by Congress m

the Natronal Detense Authonization Act (NDAA) lor Fiscal Year 2000 Because of
acqussison cycle consider atons, DoD ulumately deaded 1n late 2001 toreprocure

a sigle mail order pharmacy separatedy romctail in ovder to mmmmize the length
of any sole source cxtension of NMOP and mote closely ahgn the breakout of 1etail
pharnacy services with the start of the next generation of managed care suppoit
contracts Thus, with the mplementation of its next generation of TRICARF
contracts 1in 2003, TMA removed pharmacy services from these health care dehivery
contracts and separ ately awarded these {unctions as national contiacts TRICARE
Retarl Pharmacy (TRRx) and TRICARL Mail Order Phatimacy (TMOP)

300 Lhe Velerans Health Core Act of 1992 (P | 102 585 106 Stat #943) §600 amended 388 8§ € v adding 88126 which
allowed the federal qgencies muluding DaD to avad themsels es of TSY priomyg
3 lad p 1
32000 3O §Ii74g (a)( 1) (2015)
g? ;;ﬁ]ﬁ" Fed Reg 17035 (4prdd 1 2007 (motmg thet the foned e becomes effecine May > 2004)
4 I
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The TRR contract provides comprehensive retail pharmacy services to all DoD
beneficiaties Ining in the United States and U S terrtories DoD anarded the
contiact to Express Scupts, Ine, on September 26 2003, and it began health

care sennice delivery on June 1 2004  This contract pt ovided mprovement oves
the prior contractung arrangement by centializing phaimacy claims processing,
elimm wng portabrlity 1ssues, providing future access to discounted federal cetling
prices,* implemenang a umiorm {o1mulay, ind immplemenung online coordination
of benefits

The | MOP contract prosdes for the operanon of a tull-ser vice mail order pharmacy
available to TRICARE eligible benefictaries worldwide Dol awarded this contract
to Lapress Sunpts, Inc, on September 10, 2002, and 1t began health care service
delnery on Maich 1, 2003 Express Sapts Inc, operates a dedicated distribution
center in Tempe, Arizona trom which it has hlled more than 26 nullion prescriptions
In calendar vear 2000, Lypiess Saupts Inc, shipped 670,041 presciiptions and
handled 117,540 benehcrary telephone mquiries on aver age each month ¥ Given
thesc changes m conuact structure some managed care support contiactor otficials
have told GAO that assignming responsbility for 1etal phaimaey services to a separate
contractor mmpeded ther alniny 10 adequately monnor benchcranes drug use
becausc they no longer have access 1o this mfornmanon * One managed care support
conudctor old GAO that undar the previous he ilth care dehivery contracts, it muned
phannacy data n ordes 10 dweet mdinidualized maithngs 1o providers and benehaa-
1es 1o ensine that they followed medical best pracices 1cdated to pharmaceuticals *
Howevar, managed cat ¢ support comt actors ¢ obtaim benehaary pharmacy data
cse-br-case from I MAs centy shized pharmacy database Anotha managed care
support contyactor told GAQ that the phannacy carve-out contract elimimates any
financiil meentives for the man iged care support contraciors 1o manage benehicia-
11ey’ drug use

In the acquisition evdde [MA plans 1o combine the operattons of both 1MOP
and [ RR» under a single contract known as the 1 RICARL Pharmacy ([ Pharmy)
contract with the oxpectaton thar onc contrace wall save costs by dhimmating
dupheate contractor and goverimaont admusty ative scrvices, result in a more
consstent application of the banchit and anhance coordination between the
managed care support contractors and the single pharmacy contractor

Recently, TMA modificd its convent pharmaay contract, and this led to the August
29, 2007 opanmg of the Mamber Choce Center (MC C), winch incorporates stream-
hned tddephone and website processes to «nable benefiaarics to swatch from the most
costh retarl pomt of service to the less costly masl ordar point of service

35 Jean Steack Brief to the Lask Force Felnwary 6 2007 Shde 6

36 70 Fed Reg 19047 (Apnil 12 2003)

37 Jean Mok Brief to the Task Force Felnwary 6 2007 Shde
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Interim Report

The lask Toice, m s 1eview of the Dold pharmacy contract process in its intersm
1eport (which recommended that parucular attennon be given o the pharmacy
henefu), offered the following

Cunient pracuces m the Dol? pharmacy procuremont pocess appear 1o pose
obstacles to negonating both best price and best use Adchigonally, some have
mterpreted legal provisions governing benehaary contact as prombiung muluple
targeted programs to mcrease home delnery that have been used successtully in
the pinate sector The last aration of 1 RICARE contacts promoted a contract
crvtronment that tocused on outcomes and best business practices the lask
Force heard from several cunient 1 RICARE contraciors who spoke of ther
mabilny to nnplement their best business practices because of gover nment
1egulations and/or strict interpretation of 1equurements

DoD should review 1ts pharmacy acquisition st ategics to detanmmne Hf changes can
be made 10 et greatar reductions mthe cost of drugs and to loster improve-
ments i cHeanc utilization I doing so, Dol should considar pursuing pohey,
1cgulatory, and/or statutory changes that would allow for alternatne commmerasal
best practices to be implemented whan m the best mterests of the govamnent ™

The Task Foree furthar pledged to cxamime best practices that produce cihoenccs
i the public and private health care sccrors mcduding those for procurcment
practices, and ofter strategics for modilying the pliarmacy acquisition process in
ordes to adneve greater savings and improve d unhizatuon

Since the pubhication ot the intevimyveport, the Task Foree has continucd 10 assess
MHS acguimibon and procuronent acnaties ad processes thiough e tollow g
mechamsms

* over the summer, a membet of the Task Torce with expuitse m acqusminon met
with the Chucf, Health Plan Opeirations Cluef, Plarmaccuncal Operations
Dnector, Acquisiion M nagament and Support (AMAS), and Duector, TMA
Otfice of General C ounsel,

* held hearmgs on July 25, 2007, dedicated to the topic of acquisition and
procunenent

* analyzed TMA and sarvice responses to various RF1s, and

* held meeungs and a tdeconfaence m Ocober 2007 1o review the Perlormance
Assessment Tool and the Performance Assessment Plan for managed care
support contdactors

As aresult of this veview and analysis the Task Foirce offers findings and 1ecomimen-
dations in the following areas 1eorganize TMA to place a grcater amphasis on the
acquisition 10l aggressively look for and incorpo ate best pracuces m the public and
privdte sectors with respect ta health carc purchasing, and reassess requirements for
purchased cate contiacts to determune o more effectne strategies can be implemented
to obtain those services and capabilines

# Dold Task Forte om the Future of Milttar, Health Coor Interim Report at 1 dodfuturehenltheare net images:
193 Uk § Hume Task_Foree_intertm_Repart _U53107 pdf 31 32
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Final Findings and Recommendations

In Scpiember 2006, the Defense Business Boardecommended the following

Re-align the current actnaties of the 1RICART Management Activity 1o funchion
alongside the umhed command and streamline 11s management functions to
concentiale on policy and oversight of health plan management '

I'he 1ask Force agrees that 1 MA should be 1ealigned 10 place gieater emphasis

on the acqusanion 1ole, as the ongmal chaiter of the organization intended DoD
Dnccuve 5105 46, dated Juh 31, 1997, established the nussion, orgamzation, respon-
sshihities, funcuons, 1ddanonships and authonities of the I RICARE Support Otfice
(I150)" wluch replaced the Othee of the ( nihan Health and Medical Program ot
the Unsformed Services The dnecine stated the mission of the 150 15 o provide
apertonal supportfor the Uniformed Saivices i the management and admimistia-
ton of the TRICARF program admmuster the €nhan Health and Mcdical Program
of the Unaformed Savices (CHAMPLUS), and serve as the prumary contracing
actny for TRIC ARE managed care support comnacts and other relaced health

LATC servaces conb s

Recommendation 5
Dob should restiucture TMA to place g cater cmiphasis on ats acquisiion role

Achion Hems
* Dol should

— dhevate the leved of the Head of Contracting Acunaty (e g, to the lovd of the
Military Deputy Dnector of TMA),

— (nsme acgmsinen personnd are canficd acconding to the Detense Acquise-
uon Workforee hinproromant At and have shong competencies in health
cdl€ procurement

~ ensuie that the management of acquusition programs is consistent with the
Defense Acquisition Systens process

~clearlh dddimeate program anagers and progiam executive otfices

— cnsu ¢ conphance with DoD Dnective 5000 1, The Detense Acqustion
Svsteny,*' and Dol Insu uction 5000 2, Oper ation of the Defense Acqusition
System *°

~c1cate a svstein of cheeks and balances by separatmg the acquisition functions
from the 1cqunemenisioperations and the budget/finance functions and
plaang them under ¢ Chiel \cquisiion Officer-equivalent who operates
independently and 1s on the sanie level in the o1ganizaton as the Chaef of
Health Plan Operations and Chiel Fiancial Officer and

— unplement a study 1o deterimime 1 1t 15 m the best ntes ests of the government
to colocate the TRIC ARE Deputy Chiet TRICARL Acquisitions organization
{located 1n Amota, Coloradoy and sts acguisition counter parts (located in the
Natonal € apital Region)

12 Defense Business Board Repart to the Secvotary of Defewse Multtary Health Ssstemi—C overnance Alignment and
Configurabton of Busens Aute ntier Task Group Riport Report FYU6 5 al wuni defewselink mlidbbipdfy MH % 20 mal® 20
Repoit pdf

}J,'Hwtl).u,'rmp Aequesetion Warkforer Tmpre iement Aet was spned mto law o November 1990 and regqraves the Secretary of
Difene to estublosh education and tranemg standeds requivements and conurses for the crviban and military woquisition
warkforce Lhe vequironents we based v the complecirey of the jb and we fisted m Do) 5000 52 M Carwer Development
Progaam Jor Avquasieon Persanuet € ilvan posatn s and mbian s hiblets o the aequasition svstem e e acquisinon duties that
Jullinta 19 career freldys paths The Act has been amended « fe o tomes soie il cnactment wiih extensu e changes 1n 2003

See httfr itibrany da wdiDAWIA_TL 1 Q_09092007_FIN 41 pdf
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Recommendation &

DoD should aggressively look for and mcorpoiate best practices fiom the public
and pinate sectors with respect to health care pwichasing

Action ttems
* DoD should

- examine and imploment strate gies to ensure compliance with the principles of
value-dinen health care consistent with Dxecutive O1der 13410, “Promouing
Quality and Lffiaent Iealth Care in Fedoral Government Administered o
Sponsored Ilealth Care Programs’

> Health Information Technology Require m contracts or agreements with
health care providers, health plans, v health msurance issuers that as each
provider, plan on issuer implements acquies, or upgrades health informa-
uon technology svstems 1t should use where available health mformauoen
technology systems and products that meet 1ecognized mteroperability
standards

> Transparency of Qualiy Measuwrements Implement programs measuring
the quabity of services supphed by health care providers o the benehaaries
o1 enrollees of the TRICARE health cue progiams

> lianspatency of Pricing Information Make avatlable 10 the beneficiar tes
the piices that TMA pavs for protedm es 10 providers in the health care
progiam with which the agency 1ssuer ot plan contiacts

Recommendation 7

DoD should reassess requirements for purchased care contiacts 1o determine
whether more effective strategies can be implemented 10 obtamn those services
and capahlities

To enhance competition ethaency cost-effcctiveness, and innovanon, 1 MA should
Cxamine requirements 1 exasting contracts to deternune it they are nccessary, thus
voducing the differences between govanment connadts and commiescual contt acis as
much as reasonably possible

Action ltems
* DoD should

- exanune whether the benefits hrom waning cost accounting standards
outweigh the risks assouated with the wawer,

- examune the ciirent1equurements for the delivery of health care services,
mcluding the conniactor’s role i accomphshing rdferrals, the need for
authonizauons, and whether envollment could be accomplished by DoD with
1egistration performed by managed care suppott contractors,

= test and evaluate through pilot o demonseranon projects the dffectnencss of
carved out chromic discase managament programs, and

~ examine the overarching contracmg stategy for puichased care to consider
whether certaim functions should be

> addcd to managed care support contracts (¢ g, markctng/e ducation and
TRICARF tfor I 1fe clamm proccssing), and/o

> carved out from managed care support contracts (¢ g, speaalized contracts
to enhance discase management on other inovatne pilot proga ams)
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Etficient and Cost-Effective Contracts for Health Care Support and
Staffing Services

To help All nceds that cannat be satshed through Dol M1F personnel or thiough
purchased caie contracts under 1 RICARE the services issue direct care medical
services contlacts Fach servicc has its own orgamzanonal structure tor acquiring
non-1 RICARF medical services The service Surgeons General have delegated
responsibility for health cairc services acquisitions  Ihe Aymy uses the Army Health
Carc Acgmsition Aanaty, and the Navy uses the Naval Medical Logsstics Command
1he An Force uses the Commodity Council as its new prefened source for contract-
ing however, MIEs and Major Commiands also use the line of the Air Foice and
other contracimg actnities  he orgamzational strudure and operation of those
otfices vary as do the nnmber and s1z¢ of the contracting othices reporting to them
Lable 1 dasplays the medical services cont acting workload of these o1ganizauions

Table 1 Services Health Services Spending (in millions)
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Achieving Best Practices in Support and Staffing Acquisitions

GAO has studied how lcading compaines have changed then appioach to smpove
the management of sevices acquisiions It found that these companies adopted * a
mote st ategic perspective to service spending, that 1s, each company focused more
on what was good for the company as a whole 1ather than just individual business
units and each began making deasions based on enhanced knowledge about service
spending " To employ a strategic approach, GAO found that these companies
‘elevated o1 (apanded the 10lc of the compamy’s procuiement crganization, desig-
nated ‘commaodity’ managers to oversce key services, and/or made extensive use of
cross functional teams to hdpdanify thewr services needs, conduct market research,
evaluate and select providers, ind manage performance ™" Fuithermore they took
measures Lo achieve better services dcquusition outcomes, such as “developing a
1eliable and accurate picture of sertices spending developing new stiuctues,
mechanisms, and mettics to toster a strategic approach, and providing stiong
leadership to carry out these changes ™

16 Contract Management lnkin, a Sbategic Approacd to Impro i, Service dcqurstrons. GAQ 02 4991 Mach 7 2002
Pz

170bid p 4

48 nd p v



http:worklo.id
http:01q,m11,11mn.1l
http:Med1t.il
http:g,1111,atmn.il

Pesv 12 g HE booTUY ol e »a? t H 2t

The National Defense Authorization Act {or Fiscal Year 2007' snpulates that “the
Regional Duector of each 1egion under the TRICARE program shall develop each
year mtegrated, comprehensne 1equnements for the support of military tieatment
facihues 1n such yegion that 1s provided by conuact enilian health care and admuns
tratnve personnel under the TRIC ARE program” with the following puipose

(1) To ensure consistent standards of quality mn the support of military treatment
faulines by contract avihan health care personnel under the TRICARE
program

(2) To sdenuby taigeted, actionable epportumues throughout each region of the
TRICARE program for the most efficient ind cost-etfective delnvery of health
care and support of nulitarv treatment taalities

(3) To ensure the maost effective use of v 1r1ous avatlable cono acting methods
securmg support of militany eatment fialities by anthian health care person
nel under the TRICARL program mcluding resource-sharing and chinical
suppott agreements, doect contacuing, and venture capstal invesiments !

DoD and Performance-Based Requirements for Health Care Provider
Reimbursement

More than half of Amencan health mamnance organizatnons (HMOs) used

o
pav-tor-parformance programs i then contracts with doctors and hospnaals in
2005 ** In wdditon, 90 purcent of those o1ganizations incdluded pay-for-performance
provisions lor physiclan compensation and 38 percant of HMOs with these programs
nicluded pav-tor performance pohices i thean contiacts with hospnals »* Medicare
also has implemented various puniatives 10 encou age improved quality of care m all
health carc satungs where Medicare banehaaries recenve servaces, induding phya-
cans ofhces, ambulatory care faalities, hospitals, nursing homes, home health care
agencies, and dialyses faalinies

By shnfting the focus from process toresults, performance-based services acgrasitions
hold the promisc of better outcomes and 1educed costs Invien of the potenuil
henchts, Congress has been cncowaging gradter use of patormance-bascd contract-
mg and the adnmumstration has sct a geactal god that 20 pacent of ehgible savices
contracts should be performance based DoD had a goal that 50 pereent of ats
services contracts would be perlormance based by 2005 >

DoD andats anoities have used performance-based requinements to varvng degrees,
but have used few gt any, pertormance-based requiraments that addiess health caie
provida rambutsement I MA employs assorted porformance-based 1equiraments
1 is managed carc contracts i the fonns of performance guarantees for daims
processing, undcrwritmg incentives m network usage, perforniance incentives based
on ¢limical quahty measmes, and an award tee based on items of meerest to mduce
optimum conlactor pal formance *

19 Natinal Difemse Authoriaion Act for Freal Year 2007 (P 1 109 364 120 Stat 2083 2296) §7324m)

S0 ted 126 Nat 229

52 thd 120 Stat al 2297

52 Maaedith Rosenthal Bruce { andon Shavon Lise Noymund Riuhard Dank Aivold Finiem Pas for Peaformence i
( mn;mw(m! HMUOs New Dngland fournal of Mediane 2006 355 1895 j402 1895

53 Hud

39 Center for Medicare & Mudicard Services Press lelease Janwary 31 2005 Medicare Py for Performance hatiati o
See wn « cms hbs goviappimedia! presiielease asp?lounio =1343

35 GAQ Use of Legnlateve Incentt ¢ for Performanie Based Contractmg Unknoin ( 40 63 671R Washington D
May 22 2003

I 2 See also Memmrandum from Under Secreturs of Dufense deque an Lechnology & 1 ogasties (1 SDEAT T B 1o Secretarie
af Miitary Departments Subject Performance Bused dequattions dugnst 19 260

56 Jean Storck Braef tothe fask Turce fuly 25 2007 Shde 16
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TMA also uses pas-for-per formance measui es in ats nonpurchased care contiacts In
{act, 45 percent ot TMAs infor manon management/mformation technology contracts
are performance based, and 37 percent of is oper attonal support services are
performance based * TMA has found that its hugh customer service ratings are based
on pay tor performance measwes ® TMA jeviewed mputs from its regional offices
1cguding current pay for-perionmance measurements 1o derermme what has worhed
well and what can be smproved and has incorpoiated that analysis into the RFP %

Contracting for Additional Staff

Despite the presence of laige puichised care networks, purchased care budget
construnts and mcreased opet 1tional 1equuements are drving the services to obtain
additional clinseal stafl 1o meet patsent demand for health care at MTFs Additional
staff a1e acquired by 1ssumg direct medical care services contracts through sersice-
unique processes ™ Funds expended aie wgnificant, the services spent more than

$1 bitlion 1 acqruring awddinonal dnea ¢ oo macdical services in Fiscal Year 2006 & 02 0

When acquining addmonal dnea medical care stalt the services by and large do not
use pertormance-based requuements 1 thar contracts as a basts to 1emmburse health
e providers The senvices wquire health care services through personal™ on
nonpusonal setvices contiacts " ™ Thae arc maym differ ences between these two
kinds of contracts with respect to s dany, the halality of contract workers, and the
gova nment s ibility to control the physical details of the contact employee’s work
Unhke the arrangement tor personal service s, compensation limts do not exist for
nonpasonal services contracts ind the govanment cannot contiol the details
through which those who are emplined undes o nonpersonal services contrau

rendar services '

Congress granted the scrvices the authorny 1o anter into personal serices contracts
Lo carry out health care responsibihities ' But by using personal services contracts,
compensation Inmits lunder the ability of the services 10 hire personnel and 10
comstruct porformance-hased requinements for ramburscment i cases mwhich a
medhcl speaalty provder s parformance based compesanion could exeecd the
statutory hinit Compensation lues do not just affect the services” abaliy 10 he
and pay ngh carners in the medical profession, they also affece the services” abihty
to hine and pay those m lowar-carming medical speaalties

57t Shde 17
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Nonpersonal services contracts could be used to arcumven personal services
contract compensation hmits Iowevel, this appioach 1s problemauc for a number
of 1easons Fust nonpersonal services conts acts limit medical providess 1o provide
services only in the state in which they are licensed Second, nonpersonal seivices
contracts hmuts the gosernment s ability to control how the contractor provides the
seriice, because under nonpersonal services contiacting, the gover nment 1s not
illowed to exert duect supervision of the health care provider Thard, nonpeisonal
Se1VICes CONtracts ¢1eate some uncertainty 1cgarding how the private provider’s
mswance company w il respond when a medical malpractice claim 1s asser ted hased
on the adequacy ot the government’s protocol ' Fially, the government may be
tempted to teat nonpersonal services providers as though they are personal services
providers, 1n violaton of lederal law ™

DolY’s ongoing goal of havmg 50 pacent of contract dollars awarded be performance
based™ creates another impediment o fashiemng ctihaent and cost-effecuve contacts
tor health care services ™2 A partial exempuion exists for services with low opportum-
ties for ntihzmyg performance-based contracting, such as medical tesearch and
davelopment and nontaclty 1elated medical saivices ™' This paitial exemption

forces the services 1o use nloc n()Ilpt‘l‘S()Ildl SE1VICeS CONTIcts 1o mnmeet Dol s overall
petformance-based goals ™

Sull another obstacle the sarvices face 15 1l they cannot avail themselves of Depart-
ment of Veterans Atfairs FSS contiacts tor personal services, because the medical
lability covarage of Tutle 10 s nnted 10 Do contracts © T hese schedules provde
tederal agenaes with a sumplitfied process for obtaming commen cial supphes and
services at prices associated with volume buving * and this obstacle Iinnits the setvices
surge Oapabihity o care for wounded service parsonnel Also it mareases the nme
1equned to proane medial services in the tace of personnel deployments and
reduces the potentual supply of medical professionals that the services can wap ro
mect inarcased demand for health care services”

Conclusions Regarding Health Care Support and Staffing

The Task Toree found scveral svstemic obstacles to the use of more effiaent and
cosl-cflectn e contracting strate gies for health care support and staffing services,
manv of which are bang addicssed thiough current imitiatives, such as using

strate gic sourang, e stabhshing nltiple an nd task ovdars and implementing other
strategies for stieamlinng the process Appendisn G contams moie detarl Inas
10view of the dequacy of the malitiry health procnament svstem, induding methods
to strcamline ¢xsung procurement activities (oo above), the Task Foree offers a
numbar of genaral vecommendations all of which are apphicable to contracung for
health care support and statfing scvices

69 Al nowpersanal ser wces conbracts [rlequore thai the contiactor midemmfy the Covernment jor amy habihin producing act ;
omission by the conbactor oy emplovees und agentls ocrimg diomg caudract pesformence TR §37 #0400 12007
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" The Reserve Component
and Its Health Care Benefit

The roles and missions of the Reserve Component have changed since the end of
the Cold War In the post-World War Il era, DoD’s Reserve operated primarily as a
“strategic reserve ” For example, from 1945 to 1989, reservists were called to active
duty as part of a mobilization by the federal government only four times, an average
of less than once per decade ' Since 1990, reservists have been mobilized by the
federal government six times, an avera;e of nearly once every three years © Since
2002, approximately 500,000 reservists have been mobilized, primanly for contin-
gency operations in Afghanistan and lrag Reserve mobilizations have increased the
demands on the Military Health System (MHS), with subsequent increases in health
care expenditures (see Table 1) ®

Tabie 1 Reserve Component Defense Health Care Costs

— -
£

FY 2804 Fy20es FY 2006 FY 2681 f FY 200,
i atti 1 Car {0 STUBRRN v STy e 4707 Je ETEE | Ynfg e
ool im0 F
Coampa e UWenib ¢ Cost Estimate
SHE a0 N U y for FY 2008
faTih e Yherredr 4 e
PRI RIS B A AT ] ~i4 o6 AN LAY Ferglr |5 GnlC s
[ TV T S B A TN PO TS
Fersop ¢hin S, L
e

NOID dwiveon v aetle cehsloe con tapei o e vy e ot apfe ofine G in!

Lo e b A0 el ae crfae o b dpay ot o0 o Dar st Ay cace
St veper o2 o L i torene B e on Semaneore sty ot vaitbe w3 for fay
Noge Hreeew G0y O 0 e JN 0O sk rhimanerd ¢ e B e low b RIS

th ogav s Dfor ot an 4 gy sy

At the end ol T1scal Year 2006, there werc approximately 11 milhon Guard and
Resarve members in the Dol) Ready Reserve ' As of Fiscal Year 2006, the Selected
Reserve® had a total of about 826,000 members ™ Part-tume reservists are entitled to a
premium-based health care benefit for themselves and their dependents Mobihzed
reservists are chigible for full TRIC ARE health cae benefits for themselves and then
families

1 G40 Middtary Porsanned Do) Needs o Fiabld o Studegy and bapro v Transpmency 0 5y hesenie and Nadonal C uard
Campesisaiton tn Masage Sgnifcant Croutlh m Cnd CAQ 07 828 2007 p 11

2 lind

3 Halliam Cinlen Operateans Offiee TAH Office of Chaf Froneant Officer. Rosponice to fush Foace RTT Awgust 17 2007
91 A0 Mibutary Perscnnel Dold Meeds to Dstadly hoa Stutegy and Bapoove Tranperency over Reseri v and Natrotiel C uard
Compensation to Man e Significant Crouthin Cost GAOD 17 828 p 9

3 Fhe Ready Reset ¢ icludes the Sefected Reserve the fvdundunl Ready Reverve ond the Inaclrve Natonal € wewrd

6 1he Sefected Reseroe targely comonst of wmts and mdundials devignated by then sespectrn e servyces that serxe m an el x
drllimg satus

7G40 Milutary Persinmel DoD Needs e Futablih a St ey and hapra ¢ Tranparency v Reserve and Nunonat € nard
Compensatron to Mavage Signtheant Cravth o Cort CAO 07 828 2007 p 10




i

Fom Fiseal Year 2000 to Tiscal Year 2006 deferr ed compensation costs for part-time
and full-time reservists more than trpled, increasing from $1 7 billion to $5 8

bilhon * This 1epresents an inciease from 12 percent of Resel ve compensation costs
m Fiscal Year 2000 to 28 percent in Fiscal Year 2006 * I'his growth 1s largely attrib-
uted to addinonal health care benefits that have been set aside tor future Reserve
1eftnees and therr fipulies, known as TRICARE for Life These incieases 1n cost
mainly are diven by entitlements that are unltkely o subside at the end of the
ongomg military operanons n lrag and Afghamistan

Noncash benefits also ma eased—to about 29 percent of Reserve compensation costs
m Fiscal Year 2006——primanily as a 1esult ol inaeased costs for full-time 1eservists
health care benefits and expanded health care benefits for part-tune 1eservists and
then familres

Establishing Readiness

Dol) Ducctive 6200 04 sates, Commandars, supervisers indnoadual Service
mambers and the MHS shall promote nmprove, consave, and restom e the physical
and mental wdl being of members of the Armed Forces aczoss the tull 1ange of
nuliary wiivities and operations” !V Jodav's opurational tempo 1aises the importance
ol all responsible parnies doing then part 1o enstne that Indnidual Medical Readiness
(IMR)' 1equinaments are satished to faciliiate maxmmum deployabiluy of our forces

Eighty percent of 1oservists have entian health msurance, which gieatly enhances
reacliness ! Members of the Selectcd Reseive oxeept {o1 those ehigible for Federal
Employee Health Banefits Progr un (FEHBP) coverage, are now atforded the
opportuty to purchase 1RICARE Rescrve Scleat (1RS) coverage

Congress has recognized the impact dental yeadiness has on deplovment capabilicv
and clanthed i the Tiscal Year 2006 Nanonal Dddensc Authonization Act (NDAA)
that dental care s incdduded in the modical veadimess tacking and health suiveal
lance program ™" Danal readiness contmues 10 he the greatest obstacde to medical
1eadie ss for most of the Reserve Gomponent (se¢ Table 2)
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Table 2 tndividual Medical Readiness, Reserve Component,
Q4 Fiscal Year 2007
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Tor dental readhness, 1eservists can partiapate i the TRICARF Dontal Program
which 1s avoluntary pramum-based dental msurance plan adnonistered by United
Concordia Companies, Inc {Umited C oncorcha) ' This program replaced the
TRICARF Seleniet Reserve Dental Prograny on Tebruany 1, 2001 and provides a
way for 1escrvists 1o moet and mamtam thar dantal1cquiements prion to bang
called 1o acine duiy ™ Howeva, the take rate revencd monthly by TRICARF
Managament Acunany (TMA), 1s approxamateh 9 to 11 parcent, vaiving by service
and pay grade

Turther supplamentimg thewr avatlable 1csowrces to meet IMR 1equurements fo)
deplovinent, 1eseriists can levar age the * just-in tune " health services provided
thiough the Toderal St ategic Health Alhiancd (TEDS_HTAL) Program

The Federal Strategic Health Alliance

IMR requaaments necessdry to ensure the deployvability of an Active C omponent
senvice member are saushed thhough Military Thcatment Facihty (MTF) health carc
and are funded through the Defcnse Health Program However, this 1s not the case
{or Reserve Component saivice membets By policy, IMR services are planned and
allocated from service line budgets to ensure Reserve C omponcent sc1vice meinbers
are deployable

FIDS_HEAL® 15 a jomnt program desgned to enhance 1apid deplovabulity of Reserve
setvice members by ensuring medical fitness 1o deploy It provides medical support
services to Reserve unns to help them meet the medical standards for readiness It
deines {rom a jomnt agreement of interagency support among DoD, the Veter ins
Health Admumusu atton, Federal Occupauonal Health, and the Reserve Component
to povide access 10 nearly 10,000 pomnts of service nauenally fo1 requued medical
and dental exams hmited dental ttearment and nmmumzations All medical service
1equests are coosdindted through the FEDS_HEAL Program Otfice, which 1s
1esponsible for scheduling medical services and generanng management 1epoi ts

for spearfied military oversight agents

16 Sev arcu hacare med'mvle nefet homerDenial/Dentad Pragrem

17 Kathleen Rhem New | RICARF Progiant ta Boort Dental Readimess of Reser e Muaddy 21 2000 See wwe « defensefonk mil
ne sinevsarhicle wpxtid = 15767

18 TRICARL News Relews \o 06 09 1 RICARF Pental Program Helps National € nard and Reserse Members Mamitam
Deplorvable Statuc Aprdd 04 2tiio  Seewuu (reeare madmew smeas aspe2fud =201

19 ol CaryC Marhin Divector/Dentul Care Devsion JRICART Opevairons Doven TM A Re ponse 1o Lash Foree RT1
November 28 2007
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Servicemembers Civil Rehief Act of 2003 and the Uniformed Services
Employment and Reemployment Rights Act

Rescrvists prnvaie health insurance conerage 1s protected by the Servicemembers
Cnal Rehet Act (SCRA) of 2003 and the Untormed Services kmployment and
Reomploy ment Rights Aat of 1994 (USERRA) Tt a1cservist s individual coverage

15 termiated while on actinve duty, when the 1eservist 1eturns from active duty,

SCRA 16 quIIes private Nsurancee cCompanes o remnstdte coverage at the premium
1ate the 1csenst would have heen paying had covarage not been termnated # 1t also
1EQUITES TSUEANLC COMPANIes L0 Covel Most pre existing conditions after a reservists
mswance 15 1emstated

LSEFRRA allowsresarvins 1o elect 1o keep employer-provided health benefits
while absent from emplovimont on active duty, up to a maxunum period of 24
maonths Tor absences of 30 davs o Toss, the employar must contmuc 1o pay its share
of the pramum For absences of 31 davs or more the 1eservist mav dJect to continuc
the anvihan cover age, but the amplova may charge the veservist up to 102 pereent
of the tull promum undao the plan, whadh 1eprcsents the employar’s share plus

the employeCs share plus 2 pacent for admimsirative costs 22 In addition, unda
USFRRA cmiployars genanilly nust ramstate 1eservasts’ health covaage upon then
ro omployment, and no wanmg paiod o excusions may be mmposcd m connecnon
with that ranstatoment

H vrescrvasts dependents ware covered undey thoyesanvist’s policy prior 1o s or her
actne duty service, the protections found m SGRA and USEHRRA also apply to then
health bonchres

TRICARE Reserve Seject

TRS 15 a congacssionalh authoized, pranmuni-based health care cover age plan for
Guard membars tescrvsts, and then [unihies TRS allows members of the Selected
Reser ve to puichase comprchensne TRICARE health care coverage for themselves
and their lamilics (see Appendn H tor fuither dhscussion) Filective October 1 2007,
ehigibihity Jor TRS ceased to be depandent on a se1vice manber’s mobilization status
or access to an emplovar-sponsmed health msurance plan, and the curient, ucied
cligilnlity structure was dlinnated TRS access 15 available to all acuve diilling
reservists, except those who uc ehgible for TTHBP TRS members and then covercd
fammly members may access care from any TRICARE-authonized provider, hospital
o1 pharmacy aswell as from a mulitary doe o1 hospital on a space-avatlable basis

There 1s no requnement for TRICARE to develop a network of providers for benefi-
a1anies choosing to utthze TRS ? Mowever, TMA actvely monttors access to care and
take steps m accordance with 1ts statutory authoity to increase payment rates if
access 1s impatted 1n 1 location For the last three vears, TMA has been conducting
survess of physicians all over the counuy to determine their knowledge of and
acceptance of TRICARE In addition, 1 MA has made special eftorts, 1n cooperation
with State Adjutants General 10 enlist the support of State Medical Societies to ui ge
therr members to teat TRIC ARE patients paiticulaily 1eservists and Guaid
members and theur fanules °

21 See wut o miliiary comibene frisylegal matter © o overoren

22 See http 1 esgr mghoerva avg

23 See bt fesgr orglurvenafaq asp?hr=dite 2

24 Peggr € ox Sentor Pregram dnafy ¢ f 4 Offuce of Chuef Health Plan Operations Response ta lask Force RF1
Navember 5 2007
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Service mambers pay a monthly premium i ate based on the type of coverage
pmichased TRS Member-Only or 1RS Member-and-Fanuly TRS piemiums are
adjusted annually ettective January 1 The regulations governig TRS call for the
premiums to be mndexed according to incieases i costs of FEHBP Blue Cross and
Blue Shield premiums and to be rebased as appropriate (1ates are to be determined
on an “appropiiate actuirial basis” according to statute) However the NDAA has
frozen the 1ates for 2007 ind 2008 * ™ (See Appendix H for more detail )

DaoD projects TRS costs to 11se from $7 mullion m Fiscal Year 2005 to $874 mulhion by
Fiscal Year 2013 (see Figure 1)

DoD’'s ESTIMATED COST TO THE GOVERNMENT FOR
TRICARE RESERVE SELECY, FY05-13
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Since the publication of the Task Torce s interm teport, TMA has implemented ity
1ostructured TRS benedit plan ™ As of October 1, 2007, TRS has

* aapandad chigibihiny the bonehit s now avaslable to all mambers of the Selected

Reserve, regardiess of any active duty se1ved, with the cxception of those who
arc mchigible fort o1 who are currently coverced under FEHBP,

provicked only onc pramun amount for each type of coverage
— Mumber-Only, $81/month,
- Mamber-and-Famly, $25%/month, and

«nsuicd that chigible members ate no longer Inmited to purchasing the insm -
ance immediately follow g activation o1 du mg the nnudl open season, the
new TRS plan allows eligible membeis to purchase the msw ance at amy time
throughout the vear

26 Hd
27 Seewne i tricare malimobenefit/Download/Forns/ L RS _Flver_07 pdf
28 Str vu o« Ancare melionenefilt/ Do vnduad Forms/TRS_Flves_2007 pelf
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As of November 3, 2007, emollment was as follows
* 5,493 TRS Member Only plans,
* 10,922 TRS Member and Famuly plans, and
*+ 16,415 total TRS plans ™

with the October 1, 2007 changes to the TRS benefit comes the increased need fo
education 10 miorm the cligible population about TRS and TRICARE Primary
educational tools are TRICARE biehngs provided at mobihzanon and demobiliza-
tion sites however, the consensus among personnel with whom the Task Force spoke
1s that thus sirategy 1s not adequate Exen though TMA supplements these briehngs
through famiy support groups, websites 1-800 customer assistance numbers, and
print maternls, feedback fromeservisis suggests that moie needs 1o be done

Task Force Approach

It s intamy 1eport, the Task Force noted that the nansimon of the Guard and the
Resetve from a strategic 1eserve to an opetational torce has placed addiional
demands on the MHS fiom the 1cadimess and health beneht peispectives 1t 1s
tmpor tant to understand the nuances of Guard and Resenve 1egulagions, pohcies,
actinaties, and culture and how they atfect the nulitary health care system It also
impor tant to consider these nuances i elationship o the goal of aclueving a Jotal
Force miliary capabiliy

I'he lask Force pledged to cxplore  the effects of the transiion of the Guard and
Reserve trom a stiategic force 1o an operatonal force—specifically the etects ot
mohilizations and demolihzanons on benehicaries as they aceess the health care
system and on DoD health care costs " It receve d and analyzed mformaton from
pancls m San Antomo, Tevas, and Viigimia Beach, Vingima (See Appendix D)
Addmonally several members mar with the Reserve C hnefs and the Reserve Enlisted
Achvisors 1he tollowing conceins were noted

* the need {01 a 1o1al Force solunion set that addigsses both readiness and health
cdre ds a bencda,

* the need o a scamless holil boneiw promete medicat readiness and tamh
stability, which cnhances deplovabilny

* the nced for mprovad cducanon and miommaton dissamnation 10 1eseryisgs
about than health care banddi options and how to use the military health care
SysLeIn

* the necd for sticamlining the Mcdical Fvaluation Board/Physical Fyaluation
Board (MTB/PFB) proccsses used for determmng fitness for duty and
pacentage of physical disabality,

* the need for an oxpansion of the TRICARF provider naawork, and

* the nod for mamtanung o modical bondht for the Reserve Component to
(nCouLage retention

29 IRICART Health Care Tsansparency nittatrve {K1CARF Reserve Select Pragram af vww hieare mal‘traspereniey
mdex (fmtd=1

30 Dol2 Feask Foae on the Fubwre of Muldary Health Care tntrron Reporl al cow dodfetw ehealtheare netfimages(103 06 1
Howe Tk _Frree_Interon_Report 053107 pdf p 33
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The Task Force took note of a 2007 GAO survey that assessed mcreased TRIC ARE
eligibility for 1eservists and 1cvealed difficultes in many of the same areas

¢ lack of understanding of the TRICARE program (5% peicent of st vey
1espondents)

» duthiculty establishing TRICARE eligility (nearly half of suivey respondents),

« difficulty obtaining T RIC ARE assistance (almost one-turd of survey 1espon-
dents), and

« finding 1 parocipaung health care provider (more than one-fourth of survey
respondents) ¥

Officers and enlisted leaders of the Guard/Reserves view the MHS from two hey
perspectives reachiness and value Fust ind foremost 1s readiness They said that the
typical 1eservist/guardsman faces a changimg emnonment with many trends that
nfluence readiness and 1eadimess detcrmimauons, including

* recanng mobithzations—uot just for deployments abioad m support of GWOT,
but also 1o provide secinny at home and o respond to domestic disaster s—
and t1ansition to an operational force,

* thnee to tour deplovments it a career, and

» arcquuement for 100 pacentrc idmess—includimg mechcal readmess—
versus the moie tnditional goal of 70 percent 1eadiness

The sccond perspecine tocuses on the valuce of the health care bene it 1ask Foree
discussions with Reserve Senior Enlisted Advisors 1evealed that, in general, they see
IRICARE and [RS as a ‘prews good benefit not just for them but also for therr
fanuhes ¥ GAO 1cpmris that 70 paaant of 1eservists thouk that 1 RICARE 1s equal 10
or better than then avilian health msurance plan

Finally, 1615 mmportant to notc that sever 1l other comnussions, task forces, and review
groups have exanuned or are ¢ xammmg 1ssues suntownding militar v health care,
ndduding care for the Wounded Warnion (hothim the Acine Duty Component and
the Rosanve Componeny), the transition between the Dold and Department of
Voarans Affans (VA) sstams and the daammanion of cigibality and benefits

The 1ccommendauons of these groups warc considered by the Fask Force moats
deliberatrons (sec Appendix F)

Recommendation &

DoD should nnprove medical readiness for the Reserve Component, 1ecognizimg
that 1ts readiness 1s a critical aspect ot overall lotal Force readiness

As the Task Torce conudeared the ssucs spectheally raised by monbers of the Reserve
Component, 1t rcahized that many of these 19sues alse apply to subsets of the Acuve
Cotmponent, dlthough they are magmificd for the Reserves Strategies that are
implemented to enhance readiness and unprove the bene it for the Resarve Compo-
nant will improve condhisons for othar subsets of the Total Force and will thereby
«nhance overall Total Torce 1eadingss

31 € AQ Mdiary Health Increased RN ARF Fligitility for hosert nps Presenis Fduennmal Challenges € 40 07 195 2007
p 2225

32 Meeting with Rescrve Semor Prlisted Ad nors other pey unaf commumeation October 2. 2007

23 CAQ Military Health Incrcased TRICARF Fhigibihiy for Reseyvists Presents Fducate mal Challenges € A0 07 195 2007
P 22
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Action ltems
* DoD should

— after three to five vears, assess the impact of 1ecent changes m TRICARE
Reserve Select cligibility on 1cadimgss 1ssues This assessinent should include
exanumng the adequacy ol the provider network to ahsorb the additional
woikload and to provide sulfiaent geogr aphic covarage for the dispersed
benchciary population

— improve formation disscnunation about the health bencfit progiam to both
the service membar and histha {anuly members, particularhy at imes not
assoaated with mobilization/demobilization,

= harmonize ind lavarage the work of other 1¢view groups to stcamline
processes o promote better hand offs f1om the DoD to the Veterans Affairs
health system, andreduce adnumsitatne ‘seams’ 1 the Military Health
System to ensune bene ficianes 1eceve 1dequate service, and

- expand efforts to promotc provider p irtiapatson m the network in nonpiime
SeTVICE AT€as 10 IMpProve dleess




Managir%gl\&he _He;ﬂthd Care
Needs of Medicare-Eligible
Military Beneficiaries

The Task Force was charged to address

“Programs focused on
military benetficianes ”

managing the health care needs of Medicare-ehgible

istorscally the prmiary nussion of the medical departments of the Army and Navy
was to provide medical care o Actne Duty personnel, and as more of those person
nel came to hne dependents, space-avatlable’ medical care was extended to then
depencents When nulitany personnel tetued from active service, 1t was understood
that they were subject to tecall m ume of nitonal need, therelore, medical care was
made avatlable to them as well Family members of Active Duty personnel and
retnees and then dependents recencd medical care from mulitary medical {acilities
on a space-available basis !

Alter Woild Way 11 and especially atter the korean Wi, & larger standing armed
lorce for the Cold War 1esulted m larger dependent and retiree communities Then
medical carem mihitary medical faalities was hnuted and space available care
became maessamgh anaailable Many retirces had 10 seek medical care in the
anvihan cconomy and, at lcast unul they became ehigible for Mcdicare atter 1966,
retirees had 1o pn oy health care on then own Depandents of Active Duty person-
nel were gnen a gher pnons for recenmg health care services than some retiees,
becaust capaary was hmite’

1o address the adverse el cts on moralc of the vanoning of medical care in mulitary
medical facihues for Aane Duty dependents and 1etnees (and their dependents),
Congiess acted 1o provide alternative sources of medical care 1o those communities,
it than needs could not be met 10 the space-available nulitary me dical facdiies The
Ciniliin Health and Medical Program of the Uniformed Savices, o1 CHAMPUS,
was developed to provide this cnihan care It became one of the fastest growing
patts of the milirary manpower budget, as has 11s successor program, TRIC ARF *

The D pondents Mcdical Care Act* s the statutory basis for military 1ctirees and
then dependents 1o recave care m mihitary medical faalities based on the “ availabil-
ity of space and faalitics and the capatnlines of the medical and dental statf,” and

it gave the Scaretary of Dedense the authonity to contract with avihan medwal

care sowmees for the care of spouses and dhiddien of Acinve Duty members of the
Unnformied Sarvices, but not for retnees and thar dependents

1 Dold Under Secretars for Tevsomnel and Rendme s Aihitary Compensation Bact gronad Papers Siath Fdisorn Muy 2005
p 130

2Hnd p 1131

3 Mhd

{ The Dependents Medwal Core Act P18 569 70 Mat 250 (1956

5 Bul) Under Secretany for Pevsonnel and Readiness Mty Compensation Buckground Papers Suth Fdiion May 2005
p 1301132
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Subsequent to the passage of the legislation that created Medicare, m 1966 Congess
amended Title 10, authotizing Dol pursuant to thus authority under the Military
Medical Benehts Amendments of 1966,° to create CHAMPUS ¢

CHAMPUS used the Blue Cross-Blue Shield High Opnion Plan of the Federal
Linployees Health Benetns Progs im (FEHBP) as a model, providing tor paitial
government payment for new and expanded mpatient and outpatient caie at civilian
sources {o1 designated benchiaaiies The CHAMPUS benetits were hmited when
conmpared to those wthorized i military medical facihues, and they did not extend
1o those over 63 vears of age (unlike TL1IBP) Those with only Military Treatment
Facthnn (MTF) ehigibihty wese primanls 1eurees and their dependents and the
dependents of dece1sed members nd formea members who lost then ehgibility for
CHAMPUS when they became ehgible for Medicare because of age o1 disabihty The
chigibility of parents and pirents in-lm of Active Duty and retned service members
also 1s Inmuted to MTFs *

Another ditfercnce between CHAMPUS and FEHBP was that avilans had to pay a
part of the monthhy premuom but could choose trom a vaiicty of plans with chitterent
innual beneht stiuctures CHAMPLS chigible individuals did not have to pay a
prommum but had no phin chowe CH AMPUS and 1ts successor program, TRICARE
Standlard also chtfer rom TLHBP 1n that benchaaries gencrally are 1equned to
ohtan nonamier geney mpatient care from nearby M 1Fs, 1f such care 1s available
thare Thus CHAMPUS andd TRIC ARE Standaid are not directly comparable to the
vanous plans available 1o partiapants in FEHBP®

At the end of the Vicinam War md the subsequent d mdown of military foices, the
Nation ended the nabtany dhatt imd comurted to an All-Volunteer Force 1his pohicy
hinge had many pracocal diccts, indudmg inaeasing the compleantv of the
mulitary compensation svstam by dederring benefits that vniginally were designed

to entice members to choose the military as a career hased on 20 vears of service

In an attanpt o nuprove the quahity of health care tor service tannhes while at the
same tme controllimg health care program costs, Congress supported Dol) imitia-
tnes to change the CHAMPUS program thiough the cnactment of a number of newn
provisions in U'S Code Tule 10 These provisions, while authorizing the Scaietary
of Defense 1o prescnibe prammms deducnbles, copaymonts, and more, dlso specth-
cally authonized the Scactary of Dadense to warve banchaary inanaal labilities
The Searctary may wane such pavinents, or may wane mitations on the kinds of
health carc savices that mavy be provided 18 an inducement 1o benchaaties of the
mihitary haalth care svstam 1o anoll in alicrnauve health care programs that ot
cqual o1 berter serviees at equal or fowar cost !

In addion the Depariment of Dedanse Authonization Act of 1987 required the
Scarctary of Dedense to oot iblish a health carce cnrollment system for beneficiarics of
the mulitary health care program Under the cmollment system, bencfiaanies would
be pamitted to choose a health cane plan from a number of alternauve plans
designated by the Scactary of Defense 1 higible plans would include Umformed
Seavices medical fuctlites, CINAMPUS providas ald health care plans contracted for
by the Secretary of Dedense 01 amv combimauon of such plans Freedom to choose
from among nailable plans could be lmuted out of necessity to assign beneficiaics
to Umiformed Services MTTs i ordar to assure thar full use 1n a ginen area '

6 The Maditary Medical Benefits Amendments of 1966 P 1 89 614 80 Stat 862 (1966)
7 Dol) Undir Secretary jo Pervonmel and Readiness Mifuians £ ompensation Bad ground Papers Sixth Fdwtion May 2005
p 1132
# ibad
9 ilnd p 11321133
10 Deproriment of Defense Authoriation Act of 1987 P 1 99 661 §3 701 702 100 Stat 3341 3891 3900 (19806
11 Dol) U nder Secretans fn Pervonnel and Readmess Miltans Compensation Background Papers Sixth Fditron May 2005
p 136 137
2 lnd p 1137
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The success of varous demonsu ation projects led DoD in 1994 to embark on a new
program, known as TRICARE to impiove the quality, cost, and accessibihity of
services for its beneficiailes Because of the size and complexity of the Military
Health System (MHS), TRICARE nnplementation was phased 1n over a period of
several years The primcipal mechanisms tor the implementation of TRICARE were
the designanion of the commanders of selected MTks as lead agents for 12 TRICARE
regions actoss the country, operational enhancements to the MHS, and the procure-
ment of managed cre suppoit conti acts for the provision of enilian health caie
services within those 1egions The fnst 1egion went mto oper ation 1 1993, and the
{mal region went into operation m 1998 All M1Fs in the United States have become
part of the progiam coverage

While the health caie heneht was changing sowas the composition of beneficiarles
Between 1988 and 2003, the number of ehgible non-Acine Dury beneficiaries lor
each Active Dury service member ancreased from 3 1 to 4 7 This growth i non-
Active Duty eligibles reflected the results of the drawdown at the end of the Cold
War and the first wave of retirecs who had entered mulitary service under the
All-Volunteer Torce ' Gnen that miost 1etirees a1e between 38 and 47 vears of age
upon retnement ! the oldest memibers of this group will be ehgible for Medicare
and the TRICARE tor Lifc (171) beneht beginnimg i 2008, and the youngest will
become cligible 11 201% Duning the drawdown, the number of mulitary 1eurees
ma eased from 1 6 nulhon to 2 milhon

As the eligible retnee populauon was inacasing the opportunity for 1ecening
ihouse care was 1apidly decing Between 1990 and 2001, base realignments and
closmes and M 1F consolidation 1esulted in a 74 percemt diop m the number of beds,
a 76 parcent decrease m bed days, and a4 36 percent reduction m owpatent visits '
This“  amounted Lo a de tacto decline m the level of benefits provided to Medicate
chgible 1etirees Thev had citficulty obtainmg care at militany medical treaunent
facilsuies on a space-available basis "

TRICARE Pius

IRICARI Plus 1s a speaial program that allows all vetnces and then fanily
mcmbers,™ mdduding parents and parents m-law, who are digible for care m spe afic
MTT5 to scch primiary carc on 4 space available basis This program allows these
rairees to contmue 1¢cenang care dnectly within the nubtary health care sverem
and also provides 1esidency and felowshap 1 aming programs within M I Fs with

“a consistent supply of patients over the age of 65 to provide sutficient exposme to
chmcat conditions to cstablish compctency in practice ™"

131d p 1137 1138

14 The Congress of the Unated States ( ongresvonal Budyet Office 4 CBO Study Crowth in Medical € ave Spending by the
Depariment of Defense September 2003 p 4

ISThd p 5

161hd p 7

171hd b~

18 See e trucare miifmy benefit/home/overmew/Spet sl Prograns/Plus

19 Seve Lilhe Deputy Chief for 1 RICART Opevations 1 RICART Managonent Acinis. TRICARF for Fife Brief tu the Tack
Force October 3 2007 p 206
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Lnrollces have the same access standards as TRICARE Prime enrollees and have no
out-of pocket expense ton care rendered in the faality Participation m TRICARL
Plus does not atiect TT1 benehts, and paitiapation m Medicare Pait B 1s not
1equued ¥ U ehigible {for TFL, 1 benefiuary may emoll in both programs * For ali
1efertals outside the MTE, the benefiuary 1s responsible for costs at the TRICARL
Standaid of TFL 1ates of ehgible  Bencficiaiies are mehigible for this program if
they are entolled in 2*

* [RIC ARE Prume

* TRICARE Pirime Remote

¢ 1RIC ARE Prime Remote for Acoive Duty Famuly Members
» LS Famuly Health Plan (USF1IP)

* A anihan health mamtenance organmzation (1IMO)

* Mcdicare Advantage 1IMO

TRIC ARE Plus 1s offered only it specific MTFs based on space availability There 1s
no ¢hige for enrollment and 1118 not guaranteed o1 portable A beneficary may be
disermnolled 1l the MIF commander discontimues the progiam Currently, there are
about 130,000 enrollees !

The US Famtly Health Plan

In 1981, Congress cnacied the Ommbus Reconcthation Act demignating certain
former US Public Health taclies as Undormed Services heatiment Facilities
(UST19) 2 The followimg vear DoD 1ssumed 1esponsility tor the LSTF program
from the Department of Health md Hinnan Services In 1993, the UST1s weie
rcorgantzed in the Unddormed Saovices Faimhy Health Planas 1 RIC ARY Desig
natcd Providers —the first DoD sponsored, full-risk managed helth care plan, and
1he first to serve the military b5 and olda population ® The plan began offering the
FRICARE Prme benehit the tollowing vear In 2001, the name was shortened to US
Fanuly Health Plan, and cop nmonts ware ehminated fot Actinve Duary de pendents
and members 6% years of age and olda who had Mcdicare Patt B covaage

The USTHP 15 a DoD sponsared fully at-1isk managed carc health plan offaing

thc TRICARL Prime benehit Howeva, 1ts geographae avatlabality 1s imited to six
nictropolitan arcas Notable hicalth plan fe atures imcdude comps chonsme disease
MANagOU Nt case management, and wtilization management all of which contmbute
tovay high saustaction rates

The plan s made available by nonpoht health care proniders and seives more than
90,000 bancfiaaries nationally,® with $7 percent 85 years of age and olda # Benefi-
aaries mcdude nuliary reurees, digible remees, and all Acove Duty fatmly members
mcludmg acin sted reservases and Natonal Guard fannly members * One may caroll
any e durimg thovear Al services must be provided through the health plan's
arc s network, no saavices, mduding phairmacy, may be obtamed through othe
TRICART -authonized providers or an MTF ™ The overall national membe

200 See w1 tucare malinsbenefilthumeot evvir/Special Prograim /Pl
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28 1hid

29 Mearshall Babvard 110 USA (Ret ) Faecuit e Director USTHP at CHRISEL S Cherr S Famedy Health Plan Altiance
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sattsfaction rdte with the USTTIP hasyomaimed above 8% percent since 2000, and in
2006, 1t was 87 6 percent—22 percent higher than the national average for all health
plans ¥ USFIIP 1s a caprtated plan thatrepiesents a hxed and predictable ¢annual
budget that vanies onl by the numbes of entollees and then gender and age,** while
TFL benefirary costs may vary because 1RICARE acts as a secondary payer and
costs will flucruate based on amount and type ol services provided While a duect
companson of the average DoD cost per benefiaary cannot easthy be made between
TFL and USFHP, DoD costs fos the Medicare-ehigible beneficiary are hikely to be
sigiuhcanthy lower m the TEL program ' The fact that the TFL beneficiary has
Medicare as a prumary paver, while the USTHP beneficiary does not, accounts for a
sigiilicant portion of the ditference 1n the DoD outlay *

TRICARE for Life

TFL, which was introduced m all regions duing 2004 combines TRIC ARE and
Medicare coverage tor Medicare cigible military 1etirecs and dependems Under
1TL, FRICARE acts as the second paver for expenses covered In both progr ims
covermg deductibles and catam other expenses not covered by Mechicare If
hospitalizatton oxceeds 190 dave TRICARK becomes the primary payer

The I'FL plan ¢ ameinto exastance on Ocober 1 2000,% thiough the Nanonal
Defense Authorization Act of 2001 In Fiscal Year 2007, approximately 19 milhon
banchaanics were cheible for 1YL 7 Benehaaries include dual chigible Medicarer
IRIC ARE beneficrarics 1egardless of age, who are ehgible for AMcdicare Paie A and
who are generally enrolled i Medicare Part B National Guard and Reserve mem-
barswho recane retired pay fanuly members widowsidowars, and certam fonmc
spouses arc induded Dependant parents and parents-imn-law a1e mehigible for 111
(txeept for the pharmac bonchn), ™ howevar they are ehigible for 1 RICARL Plus and
the USFHP ¥

Tus program combines TRIC ARL Standard with Medicare Paits A and B to provide
Mcdscare wiap atound covarage ™ (statutondly, TRICARF only pavs atter ol otha
health insunances have pudy Whon care ;s rendaed that 1s payvable under both
svstems TRICARF 1s the secondary paya and will normally pay the actual out-of-
pocket costs mcured by the honchaary 7 TRICARF functions as the primary payer
for those services covered only by TRICARE In rhe Case of dual covarage Medicarc
pavs s portion and torwards the davwn 1o TRICARE for processing * The Medicare
1 bgible Retirce Health Care Tund, also known as the accaual fund, 1s the source of
funding {or ths program ¥

32 Natronal Commatte: for Qualis Asvaance {he State of Hralth Care Quadiy 2006 Appendix 3 CAHPS Member
Satvsfuction Measures National Averages

23 Masshadl Bubyard THC LSA(Rel | Taecuis ¢ Divector ESTHP ot CHRISILS Chan US Fawah Health Plon Alliane
Brieftn the fash Torce May 22 2007 Oral testemeny errtsped transerpt p 14 baes 4 &

34 Babert | Moss fr Depaty Dyrector Managoment Contyal < Tinancid Studves Drot son Office of the € hsef Dinancial
Officer FRICARD Management et sy LRICART for Dafe Brief to the fask Farce October 3 2007 p 216 219

55 Ihut

36 Flndl D Spence Nalional Defense Authoraaton Actof 2001 (P 1 106 398) §711 (119 Mat 16541 176 177) (2000,
37 Allon Maddicton Acting, Deputy Qontant Sicretars of Defewse for Health Affairs and Acting Chof Finaneial Offeer
IRICART Manngement Acte nty Fhe Mafrtary Health Ssem and thy Defense Health Program 1w O crae o for the Task Fore
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There are no entollment fees for TFL but beneficiaries must, by law, purchase and
nmaintain Medicare Pait B coverage, an exception 1s made for Active Duty famuily
members and only for the period prim to the sponsor’s retnement ** Beneficiailes
may continue to 1ecene cate at an MTF, on a space-a ailable basis, without subscrib-
ng to Medicare Part B

By contt 1st, Medicare Part B mcurs a monthly premium of $93 50 for 2007 for
those ¢ nng up to $80 000 as an mclnidual or $160,000 as a couple This amount
g1 wdualh increases with an incyease inincome TFL benehaiaiies generally must
puwrchase md mamtamn Part B entollment These p1eniums, as well as deducubles
and copayments ame adjusted vearly according to formulas set by statute

When care 1s conered by Medicare, but not by 1 RICARE (e g, chiropractic care),
1 RIC ART will not pay, 1egaidless of Medicaie’s actions The beneficiary 15 1espon
sible for Medicare deductibles and cost-shares

The opposite paynient stiucture occuss when care 1s covered by TRICARE, but not
Medicarc (e g, overseas ¢ ue, unhinted hosputal days and the fust threc pints of
blood) Tn these cases TRICARE hecomes the primary pava, and the beneficiary
pavs the pphicable 1 RICARE deductibles and cost-shares at 1RICARE Standard
and kxtra1ates

Pneumovax® Program

I he Pneamovax Program s a prevantne program espeaally relevant to the
Mechcre dhigible populinon as i secks to shield tiose most vulner able to acquired
prcumontas L his populauon s predisposed 1o pneumonta as a comorbidity  he
Ay Medical Deparument (AMEDD), through its lactical Implement iion Cell
has iple mented the “Adult Pnetmosax’ ITmmumization Strategy,” with the goal of
macasmg the pacentage of banchaanes age 63 and older with one documented
Prcumaorax® i the Anined Forces Haodth Tongnudinal Technology Applicanon
{(AHITA), deacasimg hospitabiz imon 1aes for pneumonia as measmed by the Agenay
for Hoalthcarc Rescarch and Quality Prevention Quahity Indicator measures, and
mcieasmg the pacentage of chgible hospitalized patients who have current
Pnanmosax® m AHITA at the time of discharge With momtoring and comphance
the AMFDD shoukd achicve avacananon 1ate of 93 pacent by January 2008 In
addition to lowcr hospralization rates for pnaunmona, the AMFDI projects savings
of $300 pervacance gnen ¥

Conclusions

Whilc Iegaslation has provided for military health care beneits, only withm the last
decade has Congress speafically addressed the age 63 and older banehaary A
reurec Jocated near an MTT that offas TRICARF Plus can recave primary care,
and spe cialty carc it available, and use TTT henefits when rdderred to a downtown
chmican When accessing the downtown dhimaan, the retiree’s Medicare Part B pavs
first and TFL pavs second When the retiree lives in one of the six metropolitan areas
served by the USTTIP, a member mav choose this plan and not need to particpate m
Mcdicare Part B The full 11sk HMO provides the same care as TRICARF Prime
with an extraordinanthy high satistaction 1ate among those who use it TFL, which
requires patucpation in Madicare Part B, provides a nationwide benefit for maxi-
mum mobility As a second paver, TFL 1cduces the costs to DoD while ensuring a
sohd health benefit for the rcuree

15 See evw trrewme muf mybenefit’
16 Department of the dran Headquariers 1S Arm Medical Cammnnd OFSC/MPDCOM Policy Mewa (06 023 The 4duit
Prueumovax™ Strategy Sepiember 23 20006
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* The DoD Pharmacy
Program

The impetus for DoD to provide a uniform program of medical and dental care for
members and certain former members of the military services and for their dependents
15 ensconced In federal law * Federal law also requires the Secretary of Defense to
establish an effective, efficient and integrated pharmacy benefits program Under
this pharmacy benefits program, the Secretary must ensure the availability of phar-
maceutical agents for all therapeutic classes, establish a uniform formulary based on
clinical effectiveness and cost-effectiveness, and assure the availability of clinically
appropriate pharmaceutical agents to members of the Uniformed Services The
Secretary of Defense unplemented this key component of the TRICARE program,

the current TRICARE Pharmacy Program effective May 3, 2004 ¢

1 RICARTF provides 4 phaiym s benddit to all dhigible Uniformed Services members
mcludimg TRICARF for 1ife (11T) bancfiaarics TEL benefiaarics who tu ned
age 65 on Apnl 1 2001, o later must be cnrolled m Medicare Part B 1o use the
TRIC ART Rotail Phaymacy ( TRR) Prog am and the TRIC ARF Mail Ordar
Phaimacy (1TMOP) Program

Factors Intluencing Expenditures

Thare are sevaral factors conunbuting o the increase m pharmacy (xpenditures
within the Miliary Health Svstam (MIIS)

* lomited discounts at the yet ul point of sarvice coupled with inccasing usage,

* sigmibeant Incieases in pharmacy costs, since the mplementation of TFL, 1etail
prescrption usage and costs have been the niam cost drves contnbuaung 1o the
signmificant inacase s i MITS pharmacy costs Phaimaceutical costs for those
under 03 vears of agc avcrage $437 pa chgible benefiaary, compared to $1,784
for those who are 063 years of age or older, a difference of $1 347 per eligible
beneficiary,®

* ncareased numbers of chigible henchaarnies f1om 8 6 million (Fiscal Year 2002)
to 9 2 nulhion {Fiscal Year 2000), and mcrcased numbers of users of the benefit,
from 57 nuthion (Fiscal Year 2002) to 6 7 mullion (Fiscal Year 2006)

* no change 10 pharmacy cop nments since the inception of the TRICARE
Semor Phatmacy (TSRx) Program n 2001,

* the supulation of maximum nonfor mulary copay ments n law, and

* linuted lever age 1o opumize drug utilizatson management 1n the network poimnt
ol service compaied 1o the Milita1 v Tieaunent Facility (MTF)

LI SO $3 1071 1073 (2004,
2 See (09 Fod Reg 17035 tApral T 20401} tuoting that the final rule becomes effectroe May 3 2004
3 May Hade hiifer Dave Bretde Dol Pharmacoeconomue Center PRC Breef Aprd 11 2007




Pomnts of Service

1o have a prescription filled, benchiciaries need a wintten prescription and a vahd
Umnformed Savices idenufication card Fhgible benefivanes may fill prescniption
medicauions a1 four outpatent pharmacy points of service

HDMITs,

2) retatl network pharmacaies non-MTF pharmacies that are part of the network
¢stablished for the 1RRx progiam,

3) 1eta] non-network phaimaacs non-MLEF phaimacies that are not part ot the
network ostablished for T RIC ARF 1etail pharmacy services, and

4) IMOP

Copayment Structure

Fodaal Jan also estabhishics cost-sharing 1cquinaments for the pharmacy benefies
program € ost-shares when collected by the government for preseriptions dispensed
thnough the raal nawork pharmaccs or TMOP, help dehray government costs of
admmstanng the pharmacy banchts program and can be used to encourage (or
discomagey catam types of bchavior The current TRIGAR]D Pharmacy Program
covars at least a pornon ot a benediaany’s cost of prescripuon drugs whean the
hendfiaany acqunes the diugs from one of the fow sources aited above The amount
of cost sharning betwcen beneficiarics imd Dol v aries depending on the source of the
presaption diugs obtamed

Beneharnies canrently pay the pharmacy copayment bascd on whethar the presap-
ton nicchcation s dassificd as 4 formul ey genane drug (Tier 1), a formulary brand
namic diag (1er 2), o a nonformulany diug (Tia 3) The copayment depends on
where the benehcany chooses to fill his o her prescniption

Bancficrarics may fill then prosasptions it i MTT, through TMOP or at onc of the
wote than 38 630 TRRxX locations i the nanonwide network ° Beneficiaries also can
A1l prescuipuions at non-network phaimaoes but they will pay siginificanthy more and
must mect a deductible

Actne Duty service membars are not 1equned to make copay ments on then prescrip-
nons Howevar if they recene medications through an overseas pharmacy o1 an

out of-network pharmacy thay may need 10 pay out-of-pocket expenses for the total
cost of the medication and then file a claimm for 1cimbursament {or the full amount

The copayment structure apphes to all TRIC ARE benefiaaries Benelicianies have
no copay ment when they obtain diugs fiom an MTT © However, benehciarics must
pay & copay ment when they obtam diugs fiom other points of service. A comparison
of the point-of-ser vice copay ment and the associated quantity of medication dis
pensed 1s presented 1n Table 1°

FI0T S U §1079g(ai6, (2001,

5 RADM fhoma McCmnn Chief Phavmaceutical Operations Divectorate I RICART Management Aetnnts € apt Patncio
Ruse DoD Phavmacy and Lherapensios Commttice OQvernew of the Depar tment of Defense Pharmacy Program Februany 6 2007
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Table 1 TRICARE Pharmacy Copayments in the United States
and Territonies
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The copavment structure has not changed since 2001 The MHS does not have an
index to nflation as does the Centers for Medicare & Medicaid Services (CMS) with
s Part D drug benefit The maximum nonformulary copayment 1s a percentage

of the total costs m the third ter This higue 1s 20 percent {o1 Acuve Duty {anuly
members and 23 percent for 1eurees The Task Foice believes that this amount ($22)
does not represent a large enough dufference to dinve unilization mnto a formulary
diug (Lier 2) or a generic drug (Ther 1)



The established copay ments may be adjusted periodically based on expertence with
the unifor m formulary, changes 1 economic arcumstances, and other appiopiiate
factors ® \djustments mav be made upon the recommendation of the DoD) Pharmacy
and Ther apeutics Comnuttee and approved by the Assistant Secietary of Defense
tor Health Affans “ However adjustment amounts must comply with the 1equne-
ments o ipplicable federal law ® Under these 1cqunements, the Secretary

of Defense may establish cost-shaning 1equitements in a percentage or fixed dollat
amount under the pharmacy benefurs progiam lor generie, lormulary, and nontor-
mul 1y agents U The law hmuts the amount of the highest copayment category, the
nonformulaiy, o1 thnd-tier categony, 10 20 o1 23 percent

TRIC ARLs mandatony genenc diug policy 1equues that prescnptions be filled with
a ganene product o one 1s avaidible Brand name diugs that have a generic equiva-
lent may be dispensed only if the prescabing phvsican is able to jusuty the medical
need for 15 use 1 a generic-equivalent drug does not exist the brand nime drug
wHl be dispensed at the brand name copayment 1ate

Phe MEIS narage cost for arctail prosanption for 30-day equivalents 1s $70 as of
March 20077 Tor FMOP, the avaage cost1s $34 " The rtal and 1 MOP points of
savice had o genonc il vate! m excess of 33 percent n 2006, and this number
contmues to chimb resultimg m a T pacent saduction i pharmacy spend for every
I parcot merease mothe genone il vate The M T remams the lowest cost point at
$19, 1t the most cost-ettectne oprion for hoth the government and benehcares
when diugs are available and accessible ! Overall Dob has a 62 percent fill 1ate fo1
genentcnccheanons, m hine with the CMS henchmark of 60 percent ' None thedess,
FapressSanpts D, has suggested that an 80 parcent generic fill 1ate s an achiev-
ablorate U However, it 1s not dear whetha these data reflect the actaal costs ot
dispansing lo nuby understand the ditfaences m costs, DoD would have 1o ¢nsure
that the total costs of dispansing—not just diug costs—are included 1n cost compari-
sons Moreover cost comparisons st e made using specthe medications

Beneficiaries and Usage of the Pharmacy Benefit

Of the 9 2 milhon chgible banehaancs i the MT1S, 73 pacent, o1 0 7 mmihon, used
the pharmacy boncfitm Tiscal Yeas 2000 (see Table 2)

8320 TR V99 2H1)(2)) (2006
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Table 2 Unique User Trends—Number of Users
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Phaiinacy cxpenditures i Tiscal Year 2006 1otaled %6 18 bilhion and a1e expecied to
ycach $15 badbon by Fiscal Year 2015 ™

In Friscal Year 2006, the TRICARF Pharmaay Program filled H3 nulhon prescrp-
tions through 3%6 dhpumng phdl mes at 121 MTEs, 58,650 phatmacics ny the
IRICART nerwork, and 1 mall mdar pharmacy, Fapress Scapts, Ine ™

MTF Pharmacies

Presanptions may be filled (up to a 90 d n supply for most medications) at an MTF
pharmacy it no cost to the henelicr iy o the medicanion 1s m the M 1T {ormulary
Across the MES, the 336 pharm wies located at the 121 MTFs dispensed 31 pacent
of the presaiptions filled i Fiscal Year 2006 for 25 pacent of the total MITS
pharmacy bill (sec Figwie 1) © Thac arc several 1easons for the 1efauvely low costs
for drugs at the MTF pharmacy 1) MITs have the abtlity to stctly control the
formulary, 2) MTT diug purchase prices aie at federal pricing calings or lower
(tesulung fiom DoD's abihity to lexerage volume and negotiate with the prime
vendot) and 3) the use of drug rebate programs In addiion, Tier $ (nonior mulary)
as well as mamy other mcdications are not available at MTFs In both other venues
(tetail and mail order pharmactes), all legal prescription medications are available
1egardless of cost or chimcal cffiaency With no copavment the MTF pharmacy also
presents the best value to the benefictary

18 RADM tiowmes McCmnas Chief Dheo mace el Opoations Diecdorate TRICARF Managoment Actants Capt Painicn
Buse Chan DeD Pharinacy and Therapenins € ommtlee (kevinew of the Do Pharmacy Program Brief to the Tusk Fora
Febvuary 0 2007
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DoD DRUG EXPENDITURES THROUGH FISCAL YEAR 2007
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TRICARE Retail Pharmacy Program (TRRx}

IRRx 18 dnumstered by Express Seripts, Ine Beneficiaries m the contunental
United States ind its territories may use the (spanded, natonwide netwotk ol 38 630
retail phumacies to fill prescriptions =' The 1etail portion of TRRx accounted for 35
percent of the workload m Fiscal Year 2006, amounting to 63 percent of the total
MIIS phaimacy bill (see Figure 2) ° The mail mvder porton of TRRx accounted for

14 peicent of the workload in Fiscal Year 2006, amounting to 12 percent of the total
MHS phaimacy ball {see Figure 1)

Non-Network Pharmacies

A non-netwo1h phatmacy 1s a setal pharmacy that 1s not pait ol the TRICARE
networh Fillmg prescripuons at non-network pharmacies is the most expensive
opuon for the beneficiary Bencficianies may have to pay the total amount and then
file a claim to1¢cene parual 1eimbursement Benehciaries incur penalty tees if they
arc I RICARE Prime eamollecs utilizing non-nctwork pharmacres

2] thd
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TRICARE Mail Order Pharmacy (TMOP)

TMOP also 1s admnustered by Fxpress Sanpts, Inc [o use IMOP, benehaaries
register by completing an onbme registiaton form ** Benehciaries must then mail
thar health care provider’s written presaiption and the appropriate copay ment to
Lxpress Saps, Ine New preseriptions may be faxed or phoned m by the provides
Withim 10 o 14 days, the medic ations are ~sent directly 1o the benehaary tnough the
US Postal Savice 1MOP proscriptions sccounted for 14 percent of prescriptions
hlled in Fiscal Year 2006, vet they weounted for 12 pacent of the 1otal MHS
pharmacy bill ¢

1 he number of TRICARE-covared imndniduals has been growing, with stcady growth
i the last two vears Since the advent of 1FL, phaimacy costs have been growing
dramanc illy with theretal netmork bang the nggest cost dina (see Tiguie 2) The
«osts of drugs have been mercasing rapidhy ovarall Fxpress Saapts Ine, basreported
that “carram drugs had a Ingher lavel of cost growth m 2006, mcludmg medications
to treat diabetes, which eaparienced a 13 3 peraent growth, the second veas of
double dign marcases Inaddinon, the tond for expensine but onacally pipor tant

speaaliy diugs tose 2 9 percent

TOTAL DRUG SPEND AND PRESCRIPTION VOLUME
Bv Fomnt of Scre ¢
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In 2001, Congress cxpanded the pharmicy benefic for 18 mallion military 1etnees
age 67 and older and then eldethy dependents Prior to 2001, this population always
could use the military presciipuon benefit at no cost only at MTE pharmacies
Under the ncw TSRx retnees can use the TRIC ARE pharmacy benefit to obtam
prescuiptions throngh four sources 1) MTF pharmaces, 2) retail pharmacies in the
TRICARE netwotk 3) TMOP, and 4) non-network 1et ul pharmacies

In 2003 Dol asked the RAND Center for Miluarv Health Care Policy o assess
factors contithuting to the 11ismg costs of presaption medicauons for military
retuees and then fimilies # By examuning 1 RIC ARE pharmacy claims data RAND
found tht the majoriy of TSRx presaniptions sull were being drspensed from MTFs,
howeser the amownt diopped fiom 100 percent to 60 percent in the two vears
foflowing the expansion of the benefit 1 here was a conesponding inciease 1n the
use of retall pharmaaes

RAND also lound that

* bectuse of lgher prices to Dol retai] pharmacies account for the majority of
pharmaceunc i costs

* 1ctarl pharmaey use 1s 1edated 1o the distinee 10 the nearcst M1F and to the
nona atlability of ¢ertain diugs at M 1Fs, and

s mplomenong 1 thiec-tiar dhug beneht m the private sector slowed the macase
1n pharmaceutical spanding

RAND recommended that ‘o s ne costs without adversely atieaing benehoanesy
health, Dob) should carefully consider the diugs that it places in the more costh
thind-uer RAND o recommended that to schicie greater overdll health care cost
snngs, Do mnust assess the possible advantage of lowermg the copayment for
third-ua medicons obtamed from 1MOP caung some of the prior authonization
requiremants it M11s imd mstiuting otha dianges that would limat the mcontne
to use 1t ul pharmaaes

Mail Order Practices in the Private Sector

‘Mail order phoanmacy s the fastest growing segment of the 1ctail phaiinacy
marhetplace % The avarage consumer 1s neaily 64 vears old and most arc over 65
years old This group tends to use muluplcmiamienance mechcavons for long-term
chromc conditions ' The anvilian scctor encourages, as does Dol the use of mail
ordaachlls and provides a numbar of options for patients for this process, induding
phong, mail, and onlimc il omdamg YFor phone and online refills, the onigimal
presciiptions must be faxed by the provider . Requuang mail order greath imcreases
s use arecent studv found that, on avarage, voluntary plans acheve 14 percent mail
order nscrates while mandatony plans increase use 1ates to 27 pacent Y

26 Ceoffren Jored Jesse DD Mabkan Jenrajer Pace Pharniucs Use and €asts me Tmplonver Provaded Health Plans Inghts fe
FRICART Benept Design fremihe Private Secdor Santa Moniea € A RAND Corporation MC 154 OSD 2005
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Findings and Recommendations in the intertm Report

In devdlopsng its internn 1epont, the Task } oree heard cominang arguments that
priate sector plans have been able 1o 1educe the grow th in pharmacy costs while
rataimng dintdl eHfectneness by providing benchaanes with greater mcentnves 1o
uulize prefoarred drugs and ill manmenance presapuons using mail order services
Generne dirugs have the lowost copayment followed by formulary drugs and nontfor-
mulany drugs However, cnnent DoD pharm iy copavment policies do not provide
adequate incentives for patients to use the most cost-etfective altanatves, such as the
mai} order pharmacy o1 an M1T Employving fmancal incentines 1o encourage the
use of the mail order phatmacy aross all benchiciary groups should decrease 1ctail
pharmacy costs while presenving access to the local pharinacy 1he lask Force
1ecommended the following

¢ Copayvments tor prescnptions filled outside an M 11 should be changed n o1 der
to altar meentves Do should mcrcase the differennials in copayments to
macase the use of more cost edfectne pracuces (The mernmaeport noted that
m s final teport, the Task Force will make more speahc iccommendations
about pavment structure )

* Dob should engage in an outicach program to pubhiaze the v tlue of using
IMOP pmogram and genanc drugs utilizing the best practices that are followed
by privatc companies m order to achicve savings

Final Findings and Recommendations

Suice the submission of s mtasm report the Task Torce has condluded that the
amont Dol toomnlay ver shacture and copavment poliacs do not acate edfecive
mcentnes to sumulate compliance with chmcal best pracoces or the most cost-
effccine pomt of service for medications The Task Force i this inal veport presents
a saues of now rccommendanons 1cgarding tang, the copayment sttuctus e, the
inclusion of evar-the-countar (OTC) medicanions, and the point of service for certam
medications

Tiering Structure for Pharmacy

The current tering structure 1s as follows
* Tia 1 Undorm Formulary Generic
* Ther 2 Untform Formulary Brand
* Tier 3 Nonformulary

In the current structure, the MITS pharmacy program does not cover OTC medica-
tions, except insulin and diabetic supplies

Under cutrent law, T™MA cannot add OTCs (except msulim) to Tier 1 (o1 any tier) of
the Untform Formulary However, recent legislition directed the DoD to cany out a
demonstiation project on coverage of selected OTC medications under the phai-
macy benehts program 7 Thus legislavon required that O 1C drugs provided under
this demonstiation project be asailable threngh at le ast two of the {ollowing venues—
MTFs TRICART rcrail natwork phaimaaes or 1TMOP “ TMA mtated the demon-
stration project in TMOP and staited the 1etail program on September 10 2007 *

3 Natwnal Deforse Author.ation Adt for Towal Year 2007 §T05(PT 109 36 1) (120 Siat 2083 2280} (2006)
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The damonsti ation poject does not cover all OTC drugs As an example TMOP 15
cunently providing Pulosec OTC as an alter native to presciiption Proton Pump
Inlubitor s, such as Prevaad, Aaphex and Nexium * The DoD Pharmacy and
Therapeutics Comnutice 1ecommencded that OTC loraudine (Glanitin) be added o
the Undorm Formulary {or the pui poses of the OTC program TMA anucipates that
MTFs will use this product to participate in the demonstiation * As requned by the
demonstration project legislation, an OTC drug will be available to a beneficiany
thiough the demonsu won project i a) the bencficiary has a prescription o a drug
1equing a presaaption, and b) the OTC drug o in the Undform Formulary and the
Phaymaey and Ther ipeutics Commutiee has determined the OTC drug to be
therapeutically equisalent to the presciipnon diug *

TMA expects the project to last unul the mplementation of the combined TRICARL
masl and 1etai] contiact (| Phairm), which will be approssmately two years from the
start date of the demonst ition project If the cunient demonstiation project gener-
ates a high level of beneficiany satisfaction and demonsu ates cost-eflectuveness, the
Searctary of Dedense ¢ make arecommendation to mdude the provision of Q5 (
drugs under the phamacy benefits program and recommend whether or not
Congiess should provide perm mem awthonn 1o cover O JC chugs under the
pharmacy benehis program

Inats testimony 1o the Task Foree, the Unued Minc Workers explamed how o
structured s Prefened Product Program, which has five therapeutic categories
contaming genenic and brand diugs * Tts program s ncstment centered and
outcome focuscd 11ther than focused on indnadual drug cost

In PhRMAs presentation to the 1hisk Foice 1t ated the etforts of Pitney Bowes as

4an oxample of ctfectine phirmacy benehit design i fachtating ctective disease
management Ahier determimg that ¢mplove os who failled to take their presciption
mecications for chnomie condinons incre ased he ihh care costs, Pitney Bowes 1estiuc-
tiwed s presaption banehts to make medianes that t1eat chronic conditions such
as asthma, dibacs, and hypestension available at the lowest level of copaymem
regardless of brand or ganaie ststus This sirategy promoted adheronce in taking
maintenance medicanons and this ganaated cost avord mce m acute care and
lowered overall pharniacy costs ™

Concaned sbout tiaing plinnaa costs health plans, and sdli-tunded plans, employ
s arc analvzing avariety of altan inves for phnmacy banehit design meduding the
{four-ties formul ny ¥ A fow-tict formulany can (ncourage the use of less-costly drugs
and morc approprate diug nuhizaton, gencrate manutactuner discounts, and 1esult
in the Jowest net cost for diugs When there are morc tiers, 1018 casier to lower the
out-of-pocke L costs tor drugs for iportant medications for «ertdmn chromic diseases,
such s diabetes and ranove comphance bariers © Addionally, cetam medications
demind cenval monitoring and procurement for improvad dhimcal overaght/safety
and cost-cfHectiveness
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ODNS Compames bised m Partland, Oregon has modified the comentional thiee-
trer program by areatng a fist tier with no copay ment that includes selected OTC
products, cost-etfectne brand products and genensc drugs * The next three tiers are
genetics, prefoied brands, and nonpirfernied brands with comsurance copavinents
of $15, $23, and 930, 1especinely, that oniginally occupied the thiee-tier structue
Clasms data brom January T 2004, 1o October 31, 2004, indicate that geneiic
utihizauon rcached GO percent i the four-uer program, compared with 35 percent in
the thiee uer model "’ In additon, the four-tier mode} promotes the use of OTC
drugs for ueating allergies and ulcers ODS alo tracked the average amount paid
per prescription for drugs tresting high blood presswme high cholesterel, deps ession,
and ulers, showing cost savings of 23 percent, 14 percent 22 percent and 20 percent,
1espectinely !

Afout-tier svstem could potentially provide a way to incorporate lessons leayned
from Unuted Mme Workers and Pitney Bowes in the MHS

Copayment Structure

Federal law places a cethng on nonformulary (11 3) phaimaay copavments

Lhe Seactary m the regulations prescnibed wider subsection (g) may es1ablish
cost shaymg requnements (which may be establinhed as a pacentage or hhed
dollar amounty under the pharmagy benedns program for genae, formulary, and
nonformulary agents For nonformulary tgents, cost sharnng shall be consistent
with common industiy pracisee and not 1 excess of amounts generally compar able
to 20 pacent for beneficiares covered by section 1079 of thas nitle o1 23 peacent
for banchoanes covaed by seetion 1086 of this tude

When on Apul 1, 2001, DoD) established $22 as 1he nonformulary copayment, that
amount 1o csanted approsimiateds 20 pacant of the aggregate average cost of all
brind namc wedications * 1M A establishied the unsform formulary and gencrc
cost-shares so th i the cost-shar e ditfa cntnild baween ners was conswtent with
conmmon ndsistiy practice to the extent posable, gnen the statutory constr amnts !

1he pa prosanprion copay ments niay be adjusted pentodically based on axperience
with the unsform formulars, changes m «conomic aranmstances and other appro-
puate factors ™ Any such adjustmentrcgun es tho vecomme ndation of the Phanmacy
and Thaapeutics Comnutiee and appros al fiom the Asastant Scarctary of Defense
for Health Affans Howevear, amy such adjusted imount has to nuimitam comphance
with the rcquiamants of feda al masmmum nonfomualary cost-share limes ¥ 1o
sigmificanth, change the uppar bt of the nondormulary cost-shaie, a statatory change
wonld be required Cunrently, Congress has placed a moratorium o icreasing
phumacy cost shares, which would continue undar both the House and Senate
varsions of the Naronal Ddfense Authonization Act for Tiscal Year 2008
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David Watkar, Comptiollar General of the United States, encow aged the Tashk Torce
to imestigate whether I RIC ARL cost-sharmg 1equn ements should be brought into
panty with those of otha pubhic and private pavers’ and to explore ‘how  cost-
shaning 1equo ements [can} be designed to encourage IRICARE beneficiaies to use
options that a1c most cost-cificient for DOD such as purchasmg drugs through mail
order 1ather then 1cial pharmacy  ® According to the Pharmacoeconomic Centes
(PEC) 1ts rese sich mdicwes that mdustry pracuce for cost-shares for pharmacy are
equal to o1 less thin 25 percent * Accorching to the presentation of Express Scupts
Inc, to the Task Force the generl rule of thumb 1s mail equals twice retal with
commeranl econonues *Thus the mail osder copayment 1s twice that of the 1etail
copavient, however, the beneficiary gets a 90-day supply instead of a 30-day supply

David McIntyre m his TiWest presentation to the Task Force, stated that “DoDy
could and should modify phaimacy co-pay ments to promote home delivery of
presaaptions i lieu of in store puichases Last vear Congiess considered legislation
th it wonld make matl mmder phaimacy mandatory 1 .do not believe 1t 1s necessary 1o
gothatfar  daidop a program that preseives indn idual cheice but encoutages and
maeninzes use of mad order o1 home dddneny of presaptions”  United Mine
Workers' 1992 Plan and Combmed Bencht Fund h we virtually no monetary
meentives to use mail sarvice and have very low usage, however, the 1993 plan

uses hinanaal mcentinves and has incre ised the payoapation rate in the mail

se1vice program to 43 percent !

Recommendation 9

Congress and DoD should revise the pharmacy ticr and copayment structures
based on (himcal and cost-effectivencess standards 1o promote greater incenuve to
use prefarad medicinons and cost-ctfectuve points of service (see lable 3)

Action {tems
* [he uar structure should be as follows

-l 1 Irdaonad—predancd medications o incdude selected OTCs,
cost-c He cuinve by ind products, genanes

~Ticr 2 Other formulary medications
—Ticr 3 Nonformulary medications

- T 4 Speanl Category Modicanions—ay expensing, speasalty, and/or
biotcchnology diugs with a mandated pome of scivice The Dol PFC would
spearfy the tia for (stablishing the copayment and paint of saivice for the
most cost-cffeaine dehivary for the speaal medicatuon

50 Davad M Waller Doly 21§ Cenniny Hendth Care Spending Challenges Aprdd 18 2007 Stide 27

51 Wade filler Da ¢ baetzke DoD Task Force o the § uture of Military Health Cave Ruef Aprd 11 2007 Shde 47

52 Nawey Cilbride Ste son Miller 4 Discussion wieth the Depariment of Defense favk Force on the Fuinre of Military Health

Care Aprd 18 2007 Shde 17

53 Dutad Mcdntvre Testimons before the 1ask Fovee: Mard 28 2007

;:OHM‘I';V/; H(}(iflh and Retnement Funds Ouireach Programs Cenerves Mal Order and other Healthcare Services April 15
K07 Shide }
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Table 3 Proposed Pharmacy Copayment Structure
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Copavments for Liar 1 and 2 diugs only should be apphicd agamst the catastrophic

c1p m odar 1o dine banchicary behavion tow ud the most cost-ctfecine miceic atrons
For <xample, the copayment for a4 Tia 2 doug using the vetatl pomt of savice would
rosultin yaarh copayments totaling $300, which can be used agamnst the catastiophic

cap

Congress should

— Grant authonty 1o Dob o scleandy mddude OT G medications sn the {fonmu
Jaiy bascd on chimcal effccnaness and cost-effcctnencss as ¢y iluated and
recommended by the PF(

— Grant authonty 10 Dol to mandate the pomt of service for cartam carcfully
selected medications (Specal Category Medications) based on prior estab-
hished critana that take into consideranon Ingh dimeal rish, short supph,
or (xtrome cost, 4s recommended by the PFC

Do showdd conduct a prlot program mtcgranng the Phavmacy Beneht Manage-
ment function within the managed care cupport contract m one of the three
service 10 g10ns to assess and ovaluite the mmpact on total spend and outcomes
Tlus plot should test and exaluate alianatne approaches, successfully nple-
mented m the private sector, that would seek to 1educe the total health care
spend, marease mul order use, better mtegrate pharmacy progiams and
dmical care, and maintam o1 impiove beneficiary sausfaction The goal of such
a prlot program would be to achicve better total financial and health outcomes
in the MITS as a result of an mtegr ated pharmacy service The overall 1esults

1 total costs and health outcomces m this one region should eventually be
compatred with those 1 the othar 1egions to detarmme the best approach {o
the MITS in tams of total spend and ontcomes
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Other Issues for Consideration

TMA's New Qutreach Program for Effectiveness in Increasing Mail Order Usage

Given that only 7 pacent of 1RICARE beneficiary prescripnions are filled thiough
FMOP, while 20 parcent uc hlled by mul in the commeraial sector,” PhiRMA
recommcnded 1o the Task Force that Dol shonld davdop e ducational campaigns
promotmg awarcness of the mal arder opnon and its substannal benefits " ** PhRMA
funther recommended that Dol should work with providers sssuing pirescriptions to
[RICARE benchaaries 1o educate them about the mail order opuon ™

Intestimony  TM A r¢prosentatnes cned the Prnacy Act as an obstacle to informing
benchcancs abont then option to use TMOP Congress cnacted the Privacy Act of
1974 % 1o satcguard mdmiduad privacy contamed mi fadaal reconds The Act provides
mdimduals with the night 10 access and amend records owned and held by fedaal
agencaes Tho miant of Congrosswas 1o balance an mdiaduab’s 1ight to puvacy with
the govarnment’s necd 10 unt i imdformation about sndmiduals The act 1estcts
the use of the d it collected to those uses dhisclosed o indmaduals fromwhom the
datawas sohated Using dta to mmprove the quahis and cthaoney of care under the
MHS 15 a dhscloscd usage “which s panutied  The Dekense Puvacy Otheer has
consistently starced that the Privacy Act allows the use of pasonal information for
educatron il mnlings but not {or markeung mailimgs—that s, frequent contacts with
a bendfiaary comcanmg the sime subje et would probably constitute markenng and
as such would be prolubited * Thus, although thearc s no hlanket prohibition on the
usc of a matlcd fhvar 10 benchaanes explinung the cost hanedits of using a man
order system tather thinthe v aditionally more expansive 1¢ 1a1l system, the flya
must be focused on cducanon 1 athar than on marketng ' Fducational material 1
acceptable, but marketing matessal s not Addinonathy, thas interpretation bimts the
govanment s ability to contact beneficranes as frequanthy as occur s im commercial
pharmacy benedit plans®

Mistonically, not ¢ nough infor mation has becn av ulable to beneficiaries about TMOP,
mnd this has bean partnlly 1icsult of inadequate education However, on August 29
2007, TMA launc hed its Manba Choce Center (MCC) for TMOP MCC provides
assistance 10 TRICART henchiaianes from customer service 1¢presentatives i o des
to case tha TMOP 1egashianon process, to help builld member profiles (which are
requned to use TMOP) and to contact the phvsiaan to obtain new presciiptions and
{orward tham to TMOP for processing The goal 1s to make the switch hom retail to
mail order virtually ciontless for beneficiaties The mail order phaimacy can save
benchiaances as mudy as 66 pucent on medicatons for condinons such as high bleod
pressiine, asthima, and diabetes ' The beneficary may 1ecaave up to a 90-dav supply
of most medications {or the same amount they would pay {or a 30-day supply at a
retal phaymacy In addimon DoD pays 30 to 40 percent less for prescriptions filled
thiough the mail mder service compared 1o 1etail pharmacies *' DoD'’s savings could
be substantial—%24 mudhon per veir—with just a 1 percent shift ol presciiptions
from retail to maitl order © Since nts opening, MCC has 1eceved 48,887 requests for
conversions Of those, MCC has comverted 38,541, and 4 888 are 1n the conversion
process ™

25 PhRMA Brief to the Task Fovee 4pedd 25 2007 Shde 29

56 Ihud  Sfde 30

57 Ihid

5% See 5 L S §352a vt g 120013)

5? ]’fMIA Response to Memo SUBFFCE Tequait for nformatean vn 13 and § Phasw Contract Aets stees Oclober 5 2007 p 11
60 I

61 Michael Rehewser Dol Office of the € enciad Connsel Respowse to {a k Fooee RFI June 19 2007

62 IMA Response o Mews p 6

63 Tracare s Momber Chonce Center Sunplifies Mf Order Presorptions Septeimber 3 2007 See wuw heesler uf mimen vstary
aiptid=1{230669 11

64 Hnd

65 Ihid

66 Capt Witlam Blanche Depaty Cluef 1 MA Opfice of Pharnacentiend Operaitons Resporse to Ta b Fnce RTT

November 2 20017
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The MCC Commumcanion Plan mddudes the follow mg cducational strategies ¢

* utthize TMA's communicattons and customen support outreach mechanisms
{e g, newsletters, bulletsn, annunl marhings, e-mail disttibution, website),

¢ utihize the managed care support contractor s voluntary distribution of
information through websites, selective mailings, and distribution of MCC
communication matertal to TRICARL Service C enters

¢ pubhsh advertisements iy avariety of publications which will be pasd for by
Lapress Scripts, Inc, the mail mder connactor, and

* taiget benehaartes who are high retail users of high cost medications with twe
letters educ iing them on the value of using TMOP

Green tha TMA 1ecenthy helded this new educitional imtiative its plan must he fully
mmplemented and momtored lor etfecuneness unc eased TMOP uulization) and
revised as necessary

Innovative Approaches and Cost Benefil Analysic

The Task Yorce conmdared other exisung modeds wathin the MHS for phumag
service delvery, suddt as the Departmant of Vererins AHans (VA) Consolidared
Mail Quipanent Phuniacy (CMOP), the use of DoD sehll centers or the use ot a
ceninalized hagh-dollar pharmacy Although these options appeared to have some
positine teatures the lask Force did not believe that they have been adequately
evaluated m terns of goals, costs savings, o1 requitements

VA CMOP In August 2000 a t1-service working group recommended processimg
sefhlls ma cennalized 1ehld center The M1T Refill Mail Service (MRMS) inttiatne
was designed to sccaptine proscupuion workload from theretanl network and to otfc
a cost-etfective, value added service 1o Dol) benchaanies by giang them an opuion to
recene then 1chlls through the mail at no expense, as an extension of ML seivices
The MRMS prlot progiam staited m September 2002 and conduded m Septembes
2003 1 he pitor snes mdduded Darnall iy Conmmmins Hospital, TLort Hood, Texas,
the 377th Modical Group Kirtland Awr Torce Base, New Meareo, and the Naval
Mechical Cantar, San Dicgo, Californie (NMC ST Beeanse the outcome of the pilot
showed no discarnable amount of rec .lpluu(l 1etat) workload, TMA discontinued
funding fo1 the ovaall progaam Noncthdcss, NMCSD has contmued the program
{or us comomunte NMOSD cunents mails 80 percent of presaption rchllvequests
NMCSD also has seen other bonchts ™

a July 2008 CMOP suvsey indscated a 94 pacent pationt satistaction rafing (vaiy
good to cxeellent),

.

-

improved NMCSD aceess Lo carg,

decreased unnccessary raved to MTTs, with sigmuficantly inacased avartabingy
of patient parkig,

a 33 pacent icducion m new prosaaption watt tme,

300 fowar patents waming for pharmacy savices, improvimg the e romueng
of care,

has become essenual to the successtul ddnay of presaiption services during
limited base access that has 1esulted rom inaeased secuiity precautions
since 2001

67 RADM 1homas McCannr - Chief Offur of Pharmecentiond Opesaions FRICARE Management Actinty: Response to Tush
Torce RFT Oclober 26 2007

68 Center for Naval Anahses MIT Refidl Maxl Service Butwsvor et Faveal Year 2003 Report LRM DOOOS2GS 42
December 2003


http:c,,cnt1.1l
http:lorph,nm.ic
http:l\lt>.KO
http:olunt.i1

1# Prescriphions)

Mithough the program appears to mmprove scrvice, DoD has not nigorously analvzed
the full costs associated with it to assess 1etin n on mvesiment The decieased MTF
workload savings were rcallocated to improve other services at MTFEs but addinonal
costs of outsomumg have not been suthacnty quanufied Furtheimore, it 1s diflicult
to compare average costs with other pomnts of senvice, grven the current accountng
stiwcture Tinally, there hws been no detailed analysis of the impact to TMOP when
medic atons are also moiled to the pattent s home but with a copayment

Thete 1s a current proposal to expand this program to the Navenal Capital Region *

Wiight Patterson ‘ High” Dollay Drug Program ° 7 In December 1994, the Au Force
Surgeon General sponsoted an miuatne to centralize the purchase and provision of
high-cost diugs for An Torce heneficaites T he imuauve was implemented at Wiight-
Pitterson Medicil Centar (WPMC) m February 1995 The program targets lugh-
dollay drugsarequired for archioney small poruon of the benehaary population—
tiems that are Jeast bkely to be » ulable at smaller MTFs Medicanons eligible for the
program must have a nunmnum cost of $300 per indiidual mder (1e one month s
supply) MTEs are not requued to use the progiam but s &y ulable as an alternative
procunemant option Requests o1 support aie patieni speahic and indude diagnovss
and dosng regimen Vhe MY 1emamsesponsible tor dispansing, counschng, and
interactimg with the pauent All tequests areraviewed tor appropriateness of thevapy
and all doses wre recalcubined andyvathed by program personnel Items depart
WPMC with contment i United States delnery by noon the next day  overseas
shupments average 45 10 60 hows mtransit L he progran curiently opetates with
two technsctans and one phamaast In 12 vears the programs budget has giown
frons $3 nudlion 10 $27 miJlion (see }igue 3)

AIR FORCE HIGH DOLLAR DRUG PROGRAM
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69 Runald 4 Nowk Head of { hwymaey Nutional Naoad Medieal Centor Bethesde Mandand Interview regarding ¢ MOP
wmplementalion m the hatonal Capitol Kegion fuby 9 2007

70 Naney Musel {hief 4o Torce High Dedlar Dray, Program Talling Pafier on AT High IDollar Drag ¥ rogram
Sepiember 12 2007

£ Aany Muel Chaef An Favce Hegh Dalley Dvug Program Resporse to dask Teece RTT Oitober 26 2007
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This progiam has supported 13 244 Actve Duty members retnees, and depandents
from all of the services and the Navonal Oceanic and Aumospheric Admuustr ation,
providing 219 diug enuues (434 line 1tems) to 92 faciliies The average cost per
presaption m Frscal Yeu 1995 was $335, compared to $812 wi Fiscal Year 2007
(see Figuie 4) The current highest cost prescription 1s $22 005/month

AIR FORCE HIGH DOLLAR DRUG PROGRAM
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Lo lhistrate the potenual s wngs for the MES, 1 Piscal Year 2007, the progiam
expundad $4 4 unthon on 1 nbrd (3 784 prosapuons) and §1 9 nulhon (2 451
prosapions) on Humna Both are packaged as a 4-wedk supply, thus thaowonld
he T proscnption Bills ma 52-weck year Cannent Federal Supph Schedule priang
on & four-weck supply of Fobrdd 50mg {at the 1e commendead standard dose) 1 $720,
and {or Hinra 40mg 1018 $693 The cunent nctwork cost for Fnbred 30mg s

%1 422, and for Humira, 1t 15 about the same ”’

Colorado Springs Refill Taality 7 The 2000 Pharmacy Reallocason Study identificd
the need to combme and reallocate Dol phatmacy yesources recapfure presaiption
workload, and improve patent care * The study focused on regronalizing the
presanpuon refithing process The Tir-Seivice Pharmacy consultants teviewed the
study’s proposals, cvaluated cxisting phatmacy automation equipment and systems,
and 1dentified potential combined 1¢fill processing center sites They selected the
US An Torce Academy to be the prlotJocation tor processing 1cfills for MTTs in the
Pikes Peak Region This faclity processes vefill presciiptions for the MTFs m the
Pikes Peak Region to include the US An Force Academy, Peterson An Force Base
Buckley Air Force Base, and Fort Catson Tilled prescripuions are courieied back to

72 Naney Misel Cluef Aay Torce High Dollas Drug Progaam Respone to Fusk Fonce RFE Octaber 21 20007

73 Lt Col Scott Sprenger Pharmacoy Thght € ommander USAT Acadewssy Response to Tavk Foree RF1 Aprid 19 2007

74 PUMA Svstems Lie  Foatuation of Pharmpcy Resowree Allocation T oaduating Best Busmess Practices and Commercial
Technnlagies to haprave Delfrvery of Plarmecewticnd Care i the Military Health Stem Angusi 16 2000 4
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the MTT Couna opctaton wiangoments difar by particpatung locatons Fort
C nson and Buckey An Force Bise contiact with the local Prime Vendor cowier
service 1o delner 1o cachrespectine site Peterson An Force Base and the US An
Force Academy courter their own 1ehlls back to the dispensing locantons using
government-ow ned velucles The sefill center which began operations in Maich
2004 opesates 6 dneweek, approsimately 10 to 11 hows/day Strengths of the
program rdude the following

* MTF space Consohding 1cfills at the yefill center allows each MTF to maxi-
muze statt and local sne atom ition 1o locus on new prescriptions, which take
the most ime and enex gy to fill

* Patient satisfaction Loc d M1F dedic tion to processing new prescriptions
reduces w ut tunes bec mise there 1s no need 1o sh ue automation with rehll
opeldtion 1unning copcuttently

* Qualty accuracy, and pinent sifety Utilizing the entet prise pharmacy soltwaie
tnplements bualt 1 salers protocols (bar coding and digital imaging)

* Mnpower An Force minming standards designate that there should be 22
positions to handle exrstg rehll center warkload, howeves, at this time only
12 people e nceded to statf the rehll center

Ihese mmttatnes allust ate mnov une approaches o phaimacy management DoD
should coutimuc to ancourage novd appirvaches, but lso should conducr cost benctin
malyses bddore recommendmg widespread acdoption i the MHS

Legal Jssues in Pharmacy Operations

Several parnapants within the MHS have 1amed state regulatony requirements as a
histortcal and potennd b w ethaent pharmacy operatons Acieflecied i the
Code of Jedu al Regulauons  any State or local law 1elating to health msurance,
prepard health plans, or hodih Cne delnery on hnanang methods 1s preempted and
docs pot apply m connection with T RICARE pharmacy contiacts Any such law o
vegulation pursuant to aich Tae iswithout amy force on cHedt, and state and local
govanments have no legal authouey 1o enforce them modlation 1o the TRICARF
pharmacy conttacts”  H these <hinges have not saffiaently addiessed the Jegal
barriers and ditficulies porsast, the legal constamts must be dearls deined and
1aisedd for rosolution

75320 T R § 199 2Hoy2) 2006
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)Re’tireeCOStd-Sharing

The Task Force was charged to address
“Alternative health care initatives to manage ?atlent behavior and costs, including

options and costs and benefits of a universa

enroliment system for all TRICARE

“The beneficiary and Government cost-sharing structure required to sustain military
health benefits over the long term’’

The Iask Force concludad that these seues ate mtandated and addiesses them
together indus dhapta The Task Foree g1 ippled with the complex 1ssue ot cost-
shatimg with st attennon o mamtaimimg both a generous health care benefu and
a fan and rcsonmble cost shanng arrangoment baween benehaaries and DoD In
s mternmacport the lask Torce stated that inats final report it would address
cost-sharmg, cmolhment foes copavment levels, and phase-in time pertods Where
possaible, the Task Torce also sought to update cost shatig provisions 1o a mannes
that improves 1etnee bbb care Recommend wions about annual indeving ot
premiums deductibles cost shanng, and tering werc also delerred tor this hnal
1epont

In order to addioss these complex issucs proparly, the Lask Forcee gathered extensne
informanon idanme 1o 1he shire of costs that should be borne by beneficiaries of the
mahitaiy health cue sstem The Lask Foree held hearngs innolving a varety of
parsonndd medudmg Acone Duty personned, dependants, sanees, DoD leaders,
military assocation representatines, ind othas It examined data on cost shating m
public 1nd prnowe haalth cone phins 1 also anlisted the expartise of recogmzed
axpertsm the fidld of nulaan health care, as well as that of experts in DoD

The Task Torce atfivms the condusions moats inta mm e port that there should be no
changesm the heahh care bandhits offarad to Actne Duty nulitary parsonnel which
ar¢ avalable mosth without charge 1o the bancfiaancs These benefits are designed
proapally o mamtain 4 1cadv mihtary, and the mamtenance of a hagh level of
health rcadmess constines one of the Task Loree’s most ymportant guiding prin-
aples I addion, the Task Torce rccommiends no significant changes i costs for
care provided to Aanve Duty dependents

The Task Torce docs secommond changes mthie costs borne by mmlitary 1ctirces The
Task Torce heheves that the cost-shaning rddanonships for the largest program for
1etnees {1 RICARF Primg) should he gradudally restored to leveds consistent with
those of 1996-—when {ces and other cost-shatmg eloments ware bang cstablished
Compatable changes should e made 1n cost-sharmg for other programs that serve
rettees
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These changes will vaneise a downward tend in the portion of the health care costs
borne by retnees According to DoD, unce 1996, militasy health care premms paid
by ndnidual miliary retnees under age 65 unhizg DoD’s most popular plan

(I RICARE Prume) have fallen from 11 (0 4 pescent, when measuied as a peicentage
of total health care costs ' By comparison, premiuns for employer-piovided plans in
the anhian sector deareased only <hightly, from 28 percent 1n 1996 to 25 percent 1n
2006 * Federal uvilian 1ctn ces pay out-of pocket costs of sbour 26 percent of 1otal
costs 1n the Federal Timployees Health Benefit Plan (FLHBP) *

Ahhough this dowimward uend has incieased DoD's health care costs, the Task Force
does not helieve that cost pressues should be the only diiver of changes in 1etiree
cost shanmg Ruher changes also should be made because rhey offer some adhantage
to retnees, Dol ind the American taxpaver The Task Force s proposed changes
should provide better health care 1o 1ctnees because some fces recommended by the
Task Force will improve DoDy< ability to communicate health information Changes
proposed by the Task Force should mciease stabthity 1n the beneficiary population,
thus helping Dol plan a cost effccove health care program The changes also end
the cunzent dowmmard tend in costs borne by 1etnees, a trend so out of step with
overall tends wythe US health Care wstem that they are unfair (0 1TS taapavers
Faully these changes are consistent with the 1ask Force plulosophy that benchis
natdable to mulit iy 1etirees should be vary generous but not free

T this chapter the Task Force desenibes ns recommended cost <hanng changes fo
1chnees Speahcally, the Tk Tore offers four byoad cate gories that support the
overallvecomme ndavon to update ind 1evise 1etnce cost-sharing

* Implement a phased i macase n cost-sharmg for under-65 1etiees
« Create a modest enroliment fee tor 1etnces age 65 and ;e
* Index selected tetnee costs

hd impu)\c cooydnnon of mmsurance among under 63 relneds

Phased-In increase i Boneficiary Cost-Sharing for Retirees Under 65

Lhe Tk Yorec rccommends a phascd-m meredse m costs borne by under-65
teinces lor the Lagest pragram used by this group (1RICART Prime) this mereasc
wouldrcsiore the el wonships bemaen benefiaary and govainmeant costs that
oxastad i 1996 when TRIC ARF ws bang ¢siablished Cost-sharing changes tor the
otha mago program, TRICART Standard, are designed wo be comparable 1o those
for Primie 1n dollar taams

Inthe Task Force svaew restormg the cost-sharing rcdationships that cxasted when
TRICARF was ostablished makes sonse and scams farr Dol and Congress reviewed
these rddasonships at the ume of TRICARFS aication and agread that thore should
be some charges fon using the systan T the ensuing yeans bencfiaary costs have
romank e fxed i dollar terms white heaith care costs have risen shaply an part
because of improvaments in benefits !

In1ccommending these chinges, the Task Force adhered fully to its guiding prin-
aple that military retirees, i recogmaon ol thar years ol service to then country
should recene a gencrous health care bonefit Even after the adjusiments 1ecom-
mended by the Task Force, the costs paid by under-65 military retnees for then
healih care benefit would be gencrous compared to the costs of almost all private
health care plans and to those of plans that a1e avatlable to federal avilian yetnees

1 Fhe Midttary Compensation Svsfem Complefing the Drazsttian to an AN Volunteer Force Report of the Defense 4d tsony
Commattre on Milttary Comperse tion Aprdd 2006 p 79

2 thad

25U S Chapter 89 (2007) 480 TR Chapter 16 12005)

i Aflen Maddlelon dctmg Depuiy Avasiant Neortary of Defense for Heobih 4ifairs and Acting Cluef Financad Offucer
TRICARF Management Acte 1y Lhe Middars Health Ssstem and the Defense Health Pragram 4n O sevmew for the {ask Tore
an the Tuture of Miiiens Health Care Bavf to the Tasd Force Junuary 16 2007 Shde 3
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The Task Force bahicves that restonng the cost-shinmg relationshups that existed
when IRIC ARE was formed 18 consistent with another of is guwiding prinaples
fanness 1o the US taxpayer Amcicans tortunate enough 1o have health benefits
pay mote for those benetis eachyear Fully exempting nulieary retuees from these
pervasne trends jeopardizes Jong-term taxpayer support lor the nulitary health care
svstem and possibly for the nulitary compensation system 1 geneial

Inueases in cost shanng lor 1etnees may also 1educe the incentnes for 1eurees to
drop theur prnate sector msur ince and rely entirely on TRIC ARL Reversing this
tend will immprove coordiation of insurance among under-63 1etiees, an 1ssue
addiessed more fully 1 a later section of thss chapter

The Task Force docs not behieve that changes mn cost-~hasying for et ees should be
made only {for budgetary 1casons For this reason, and also betause of time linits
the Task Foice did not paiom daailed behavioral and budgetary assessments of us
1ccommendations The ik Foice 1ccommendatons would 1educe DolY costs and
trec up resotnces that could be used for other nulitary needs Howevel, the Task
Force beheves that muiitary budget problems should be 1esohed primarily i other
ways Marcover the lask Torce notes that its tecommendations will do no more

than slow the vapd grow il futyre Dob hedlth care costs by vamall imount
Cost-sharmng changes will at most compaise a small paitof the solution to problems
of Dol health care cost growth

1 he vemanider of this sccuon describes the lask Force s iccommended changes in
four IRTCARE catcgontes Prune Fanuh, Prime Smgle Standard Fanuk, and
Standard Single

Prime Family

The Lask Force 1ecommends that the average amollment fee paid tor in under 6%
rctnee i 1RICARE Prime 1 nmily should 1ise gradually from the anrent level of
$460 per vear to an avarage of $1,100 per vear (or rom hout %40 & month now o
about $90 a4 month) Fhe actual Guollment foe for a famly ma p o trcular year would
1flect nening and mdoxing as disossed below

I'his ina case restores the 19496 1ddavonship botween the foe pad by bencfiaanics
and the costs borne by the govamuiant, based on a conservatne metne Between
2000 and 20079, Prime Family costs for enthan care (that 1s, «xcluding costs of
Militany heatment Taality [MTF] care for Prime bencficdries) grew by an average
ol about 7 % percent per yedr based on data supphicd by Do The Task Torce’s
proposed marcase m the entolhnent dee s consistent with this Hgine, aswell as the
assumption that Dold and Congress agroc to mahe changes wr the amollment fec
2008 (1f changes begm after 2008, they should be mdaaed using the cost indes
discussed below)

The Task Torce purposcly diose 4 conscivatinve nraric to use i restonng this formen
cost sharmg relauonshp The mctric s bascd on growth in Prime avibian cdre costs
but s also consistent wath many other public and private scctor metines It for
oxample, consistent with growth in per capita Medicare costs from 2000 to 2005
(which inaeased by an average of 73 percent per vear excludmg the etfects of the
new Part I beneits),” data f1om the extensive Medical Expenditure Panel Survey
(MIPS) compiled by the Department of Health and Human Sersces (which suggest
average growth m private plans of 7 percent per vear lrom 1996 ro 2004), and
growth in promums in the FEHBP (which giew by an average of 6 7 percent per
vear fiom 1994 to 2006} 7
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The Task Fored notes that 1t could have chosen a plausible metnic that would have led
to a ssgmficantly higher proposed enrollment {ee For example based on Dob data
Prme costs mduding costs of MTE cue gew by an average of 10 percent per year
from 1996 1o 2006, while Pyime costs for unibian-only care grew by 8 2 percent per
vear fon the same peniod ® The use of aither of these two metrics—both plaustble m
ths comext—uonld havcresilied m highar emollment fees, 1angimg from $1,180 to
$1,440 per vear Howevas, the Tisk Foice intentionally chose to be consesvaumne in
rccommending change

An avarage emollment fee of 1,100 per vear 1s generous comp ired with that of
alimost any other health care plan, cnsuing consistency with one of the Task Force's
guding prnciples Lmollment fcos for a sample of layge plans under FLIIBP 1ange
from 41 820 10 €4 620 per year " MEPS ind k user data suggest that a lee of $1,100
would be morc genaous than those olfered by approximately 75 ro 80 percent of all
argantzitions ;m the prn e sector that offer health care benefits ' Tt 1s also impor
tant 1o note that approximately 40 paicent of private sector enptcs offer no health
carc benefis at all?t "V

Tierig [he Lask Foree bahioves that, for equity 1easons, miliany 1ctnees who earn
more mnary 1etred pay should pav visgher amolliment fee than 1hose who earn
Jess Whyle thus “taring’ approach s not commonly used in the private sccton for
comollmont fees, the 1ask Yorce bedreves it makes sense 1in a mithtary emvnonment In
15 Sust ming the Military Health Bonefu proposal, semaor Dold leaders 1eached the
same conclusion !

fhe Task Torce rccommends that enollment and other fees vary depending on the
lovdl of retred pay Speafically the Task Toree reconumends that anollment fecs
should vary for rcurees cnmng nlitaiy retned pav m thiee ranges $0-$19,999
$20 000-539,999, andd $40 000 o1 lughey At the low end, the yangc would mclude
primarih enhsted pasonned The lngh range would consist praimanly of ofhicer
prsonnel, whnle the meddle ta wonld mdude a mix of both

The Task Porce bahesos thar those m hngher ranges should pay a lugha enrollment
{ce hut not a propornonally lnghar one Speahcally, the T sk Torce tecommends
Wl propotnoml uarnng” Unda the hall-proportional approach, a 100 paaant
difference i average ramad panowould vosult ina 30 porcent differonce m the
cmollment foc tor Prme Tannly anollees

Detaled caleulanions are based onrctinad pay counts and rctred pay Tevds as of the
«nd o Tiscal Year 2006 The Task Torce fust calonlated awaghted average ramed
pay m cach of the thice nas (waghtad by mumber of retirees) The waghted average
ratined pay was used m caleulating conoltinent foes based on the halt-proportional
approach

8 Robert Opt Health Besiefts and Faancial Planning Otpee of the Asse tant Secretars of Defense Health Afjun s Respone
ta lask Farce oy Reguest for Information Angust 16 2007

9 See w i checkhbook mrgine ofug? v OTnearhreturnte cfin Copyraght 2007 (Unbie guide to health msurance plans for federal
health emplavees 2007 — HMO tables Fanfax 1A site wsed)

W RAND Analyses prepared for Ta k Force fram havier RRT T 2006 dunual Fuplover Health Bendfils Swaren Mediceal
Fxpendiure Panel Surzey (M1 PS) In wranee Component (Data compiled i Richard Aeach and colleagues U S (ensus
Buwreen) and Mitiman Health Cast dndex Report Oiiober 2007 Dalu oete avealable for variow venrs Revudts were adpusted
to esipmated 2008 leocls by inereasing thein In 6 percent o veas

11 Had

12 The heevses Femirh Fonndation and Health Risearch and Fducation 1rust Pmplores Health Benefits: 2007 Anotsiad Survey
2007 p 24
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Dob should propose and Congress should appiove indexing the 1ctired pav 1anges
each year that are the basis of emolliment fees, based on the percentage change in
1cned pn Otherwise “tier creep” will occur—that 1s, more and more retirees wiil be
pushed into the higher ners

The Task Force also considered b iing tiening on pay grade at1cinement, but
1qecied this ipproach I entollmont fees are based on pay giade at 1etnement, and
officer 1etisees pay a higher fee than thosc who are enlisted, a substantial number of
telatively junsor otficer 1eurees will pay « higher emollment fee than semor enhsted
ranees even though they recane 1oughly equal amounts of 1ettred pay The Task
Force condluded that basmg neimg on pay giade at retirement would be mherently
mequitable

Phase-In The Task Force 1ecommends that changes i eniollment fees should be
phased 1n gradually to pavut seusces ume w plan Spearheally, the sk Force
recommends a phase-m period of four vears

Unfortunately, mslitary health carc costs will not remain statie dua g this four vear
phase mr perzod Without adjusiments for changes i par capita health care costs, the
1ehionship between the emollmient fee and costs—which the Lask Force secks to
1store 10 1996 levdds—will not be presarved The Lask Foree thactore 1ecommends
that enrollment fecs aftar vear onc of the phase in penod include an adjustinent for
the previous vear s growth m per Cipita miitary health care costs The adjustment
should be such that, atter the fou vcars of phase-n, the fee would cqual the Jevel
proposed by the Fask Force as adjusied for all ggowth in per capit « miitary mechical
tosts A section bedow describes the mdes to be used to make this acljustment

Catastrophic Cap he cap onntoud) out-of-pocket costs 1s parnculath amportant for
1hosc 1ctirees who are most vulnerable because of substantial haalth care costs Lhe
Lask Force reviewed the capn hght of #s other recommend roons mduding the
1ered enrollment fee

Alter 1eviening e citastiopluc Cip assue, the Task Force recommuends that the cap
be set at $2 300 The cmollment fec—wlnch canrently counts towand meeung Ui

¢ ip—wotld not count tow ud mecung the cap unda the Yask focerecommenda
ton, but copaymems for T 1 and 2 diugs would count (See Chaptar 9) The
rocommendedcdianon mthe catastophic cap roughly 1cflects the size of the
anrent enollmont foe for Prune Famady emollees

1 i proposed cat istophic cap would be genarous by private scctor standards
According 1o data gathacd by the Karser Tanuly Foundation, a cap of $2,500 would
bo more genarous than the cap provided by 85 10 90 parcent of the private scao
companies that offer haalth care henehirs ' In many of these prvate secton plans, the
enrolliment fee docs not count toward meeung the cap

Compared with the aurent approacdy, te proposed cap also 1s more consistent wath
other Task Force recommendations Wath ticring, the emollment fee for retirees wath
highat 1ictined pay wonld equal mort than two-thnds of the current cap, but the fec
Tor those with lower 1etimed pay would cqual only about one-third of the cap Not
counting the fee toward mecung the cap elnninates this mequuny

11 RAND dnaivas prepared for Task Foree from haives HRF 1 2006 dAnnual Dnplover Health Benefils Survey Medual
Tpendriwe Panel Suri ey (MTPS) Inarance Component (Duta compiled iy Richard Keadh and colleagues US Cenit
Bmieau) and Millonan Health Cost Index Repart Chlaber 2007

15 Jours | Manana etal Natronol Pefense Research Institute and Rand Heolth (ifean Health Inanance Options of
Miditary Relrrees Findings Dom a Prdot Study 2007 p 471
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The T sk Tarce does not1ccommend innual indexing of the catastophic cap
Howevas DoD should assess the fovel of the cap at least every ne years im ight of
uends m the public and private sectors After a1eview, Congress should grant DoD
the authonity to adjust the Cip, so long as the adjustment does not exceed growthm
the cost mdex ciscussed below

Copavments Retnecs who use Prime Fanuh cuniently pa modest copayments when
using mechcal services [ike other featuies of Prame, this copayment has not been
adjusted smce the nad 1990s ' The Task Forcd recommends a one-time adjustment
u the cop nment levds uang the vime conservauve approach adopted tor the
TRICARL Prime Cnrollment Fee 1his idpustment will more than double the
wpayments The mplemantanen of this idjustment should be delaved for two vears
m order to pernt the sequared contractual changes and to pesmit 1etnnees to plin
for the lagher copayment levels

In oider o Promote Preventinge L e sevaces, the Task Force proposes that certan
medi} procedures be exempt lrom cop nments Speaifically, Dol should estabhsh
a list of specthed chimcal pravamne sarvices for which there would be no required
copayment

The 1ask Torce does not recommeand annu il indexang of the copayments 1n order to
noid the confusion assocrated with ficguent changes m relanvely small fees How-
eva, a paodic 1eassessment of these copayments should be conducted at least every
five veats Atter ateview Congiess should gram Dob the authoniy 1o make dvinges
m the copavinent levels so dong as those chiinges do not exceed the growth in the
cost index recommended below

Ovcrall Results Based on the 1isk Faree tecommandations, $able 1 shows the
yccommiended leveds tor the Prime Tamly Enjollment Fee, assuming that Task Foice
rcconmuendations are (nacted i 2008 1 he table shows the fee assuiming no growth
m per capita malitary health € ne costs Actual fees attar the hrstvcar will be higha,
dependimng on the growihiin per gt heahh care costs Fees are shown at both the
mnual ind monthh levels

Table 1 Apnual/Monthly Envoliment Fees for Prime Family Before
Proposed indexing!

YEAR RETIRD B PAY
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16 CAC Middary Health Care TRICART Cost Sharvm, Proposals Wendd Help Offset Increasiny Health Care Spendmy, bul
Prected Savings Are Fikely Oreresnimated ( A0 07 647 Wa hgion DO My 2007 fable I p 10
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Prime Single

The Task Foree recommends rctanming the cunrent rdanonship boween the curoli-
ment foes for Prime Finuly and Smiglc—that s, the Single tee should be half the
Famih fcc Data jronn the haiser Tinvh Foundation survey of prnate health care
bencits suggest chat single fees are rclatnedy smalles in the private scctor than famuly
fees—typically about onc quarter of the famuly fec ' But the Task Toree {avors
honoting the longstandmg one -hall relationship

All other aspects of the Prime Sigle program should be changed to match the Task
Force recommendations for Prnme Fanuh Tiering would use the same approach
and the phase-in appioach would b idenueal The catastrophic cap would be set at
the ~tmc Javel and follow the samc 1ules as Prime Tamuly, as would copayments

RBast d on these vecommendations tie enrollment fec tor Prime Singlc would be half
of the fee shown in Table 1 for Prime Tamih

Standard Fanmiiy

The Task Force rccommends chinges m Standard Fanuly that are comparable (o
those for Prine Finuly Speahcdly the Task Force sought changes in Standaid that
would be similar in dollar valuc to those m Prime  Because Stindasd and Pramic
chffer markedly m the stiuciurc of then cost sharing—Stindard currently has no
cmollment tee but a high deductible, while Prime has an entojiment fee but no
deductible—the Task Force conadered fees and deducubles 1ogcther when making
its recommendations

Fees [he Task Force tecommends « modest emollment tee for Standard Fanmuly -
speaficily 8120 per vear (810 per monthy Because of s smoall size this tee should
not be tered but should be indeved usmg the method noted below Those benefivia-
11es wishung to use pharmacy banelits onls would be requned to enioll and pay the
cntollment fee

An emollment fee s new to Standard, which cunently does not1cquire emollment
o1 a fee ™ The Task Force does not propose a new enrollment {ee (o save money
Rthes, 1t would hdp mpiove health cue for Standard Lanidy pastiapants, bocanse
through this mediinsm Do will know who they ne and thus can betier communi-
cit¢ headth care mformaon o than The Lask borec also beheves that Dob should
spend 1 portion of the added 1cvenue generated by this new fec to merease the
numbear of healile cave providers avatlable to Stindard vsers and hence improve
dLLess

A modest fee for TRIC ARE Standard alse imposcs some parsonal acconnt iblny

for health cire costs on all those using Dol he dth care programs The lask Force
supports this nouon of personal accountibality  he new fee 15 consistent with the
Task Force philosophn that health care tor militans 1ctnees should be qune gencious
but not enurely free

17 RAND Analvsos prepared for Tash Torce from Kaper HRT T 2006 Anaual Tmplever Health Benefits Swrves Meduaf
Txpenditure Panel Surves biaranee Component (Date compiled by Richard Keack and colleagues U S Convus Bivenny and
Mailiman Health Lost Index Report October 2007

18 TRIC ARY Fundamentals Cotire Parfuipant Curde Marek 2007 p 8
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Deducubles 1he Task Force 1ecommends ina easing the deductible for Standard
Fanuh to an nerage ol $600 pavear bedore uanmg The deducuble should be tiered
using the sime approach as for Prime Fanubh To promote the use of prevenune care
senviees the Task Foree recommends that Dol create a hst of speufied preventive
care services—the same hist as the one tor Prame copay ments—that would be paid
undar Stindard Fannly, cven if a lamily had not met 165 deductible

Tor 1he sake of simplicity, the deductible would not be automanically indexed each
vear However atleast once every five vears, DoD should 1eassess the level of the
deductible, taking mto account not enh trends m mulitary health case costs but also
the velationsinp of costs and cost shar g in Prime and Standard Congiess should
grant DoD the wthonty 1o modify the deductible atter areview, so long as the
change does not exceed growth in the cost mdex proposed below

Overall Assessment 1 he new Stand nd 1anuh Forollment Fee coupled with the
higha deduaible 1ogethar result m out-of-pocket cost mereases that wounld be

ssmid u 4oy those m Pame iy ssuning that Standard tamihies pay the tull
dedicoble A Stindard deducnble avaaging $600 per vear, coupled with the new
antollinon fee of $120, nanslates nto anima case 1 out-ol-pocket costs of $420 per
vear tor those who po both Tho mac e m Prime Fanuly out-of-pocket costs would
be somanhat lugher —$640 pa ve u—but thns ditference would be offset by the
lugher copayments under Standard

Ihe proposed deducnble, coupled with the new cnrollment fee, 15 cleathy gencrous by
prblic md prnate standards  [he deducuble amount ss relatively high compared o
thosc i the prnvate sector However, the lee s very Jow lor tederal anthans under
TTHBP the cmollment tee alone for prefanned provider organizaton (PPO) plans
bRe 1RICARE Standardranges rom $2 00010 $3,500 for a sample of Jarge plans ™
The Kouser Famudy Toundation dar i suggest that 80 paraent of prnvate comp imes
that otfcr health banchts charge m anmrollmont fee of moirc than $1,300 {o PPO
plas P Adcc of $120 panyen evan couplad with a deductuible averagimg $600 par
ven denh provides a gencrous hanchit for imlitary retiees using 1RICART
Stdard

The Lask Torce understands that, o1 some nnliary retmees, Standard 1s the only
avatlablc option These rances canonle choose a bagh deducible planwaith a low fe,
whacas orhia rances can cdea Prme, which offars ne deducoble bur a higher fec

Othar wspras of 1the Stmdard Tamih plan woudd nurror those m Prime Tanuly The
catastrophic cap would be scrar the same Jevel and adjusted in the same manne, and
phasc-m provmons wonld be identical to those for Prime 1Tamly

Copays undar Standard are expressed as 1 percontage of medical costs The Task
Force recommiaands no change m the current formula

Table 2 shows the Task Forct recommendauons {or {ees for Standard Family assuming
that changes are enacted begmning m 2008 Fees are shown both at annual and
monthh levels Table 2 shows fees and deductibles assuming no growth m pear apiea
mulitary nicdical care costs Actual fees and deducubles bevond the first vear will be
lughar deponding on the 1ate of growth i medical costs

19 See ot checkbook ergime chig2 W07 cardaedionto (fm Copyraght 2007 (Onhine gurde to healih nouance plans fr federal
health employees 2007 — PPO tables Faurfax VA site i cd)

20 RAND duadyas prepared foo Lask Toree from harser HATT 2006 Anaual Tmplover Hewlth Benefits Surves Medical

1 xpenditire Panel Swvien (MFPS) Inananee Component (Date comprled by Rachard Keach and cellsagues 1y Census
Bureaw) and Mifiman Health Cost tudes Report October 2007
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Table 2 Annual/Menthly Enrollment Fees for Standard Family Before
Proposed Indexing?
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Table 3 shows the Task Force rcconmiendations for deductibles for Standard Tamily
D chinenbles are shown prior 1o am 1¢asseossments: Actual deductbles could be
highas In ke epang with typrcal prociices deductibles are shown only m annual
terms

Table 3 Annual Deductibles for Standard Family Before Any Reassessment!
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Standard Single

Standard Sigle would feature an eovollment fec and a deductible that cquals half
of those for Standard Tanuly In oth wavs cost-sharing under Standard Simgle
would minor cost-sharng for Standad Fiuly Trening would be the same, as would
the carastiophic cap and the copay formula Under these recommendations, the
emollment fec and deductibles for Standard Single are simph hall of thosce shown
in Tables 2 and %

Enrolling mn Standard and Changing Plans

Along with the enrollment plan for the Standard program, the Task Foice ) ecom-
mends new tules regasding <diinges between plans The Task Foice recommends
that 1ctees be pernutted to switch l1om St indard to Prune or vice versa only
during a desgnated annual open season pertod Reurees who are enrolled in a
TRICARE progiam would also be able 10 leave the progiam only duimg this open
season Lints on the abuhity 1o switch among plans a1e necessary to prevent retiees
from choosing a plan bised on 1ts gencrosity with 1egard o a particular episode ol
mihtary health care
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Because 1ctmecs will be able to join Standard o1 Prime only durmg an annual open
season, specitl tules are tequiied fo those fust entering 1etmement The Task Foice
recommends that those cntermg retnemem be automauncally enrolled in Standard
(Smgle o1 Fanuly, depanding on then mantal statusy unless they explicitly choose
anothar opton Latollment would be effectne on the date that reurees hrst 1ecove
1ctned pav Newretuees wondd of cowmse be permitied o elect Prime Famuly or
Single ratha than being avtomancally emolled m Standard They may also opt

out of TRIC ARF 1ltogether, but only 1f they make that chosce exphenly Amomatic
emollnent will ensure that pasonnel ¢ntening renirement do not madva tently
neglect to enrolb m a TRICARL program and then discover that they must wait until
the next open season to enioll

Enroliment Fee for Retirees Age 65 and Over

Atter 1eviowing the TRICARL o Life (1FL) Program for military 1etoees age 63
and over, the ik Force recommonds tic sycquinoment of a modest enroliment fee of
$120 par vear (310 per month) per parson for T1HL paruapanon Because of jts small
size the foo would not be treved bt would bo mdexed  [he fee should be phased in
over four vears using the same approach proposed above for undet-65 1etces

The Task Force 1ccognizes that this proposal rans counter 1o congressional mtent for
11E whien it was established m 2001 7 At th o time, Congress1cquned no anollment
tee or other e 11 benehames aire requned to emoll in Medicare Pait B md pay
the fee o that plan

Nonctheloss the Task Force behieves that « modest fee s appropriate, for saverdl
resons Inst and foramost 1he fee 18 consstent with the Lask Torce phislosophy that
he dth covarage for nulitany retnces should be vary generous, but not free A modest
fec for 111 paruapants also requnes thic assumption of personal accorntabnling fo
he slth care thit the Lask Force bcheves s ippropuate Imposition of the fee would
be consistent with tie new fee recommeanded by the lask Force for unda 63 1ciees
usnig TRICARE Standard and the Tnghar oo rccommended for undear 6% vctoces
using 1 RICARI] Pramne

[his newer fecalso nnght be used to provide an imaentive for indmiduals to improve
than hcalth and haalth caoc Speafically the Task Torae recommends that Dol be
pamted towane part o il of the acnmellment fee if TTT partiapants take parem
winates, specificd by Dob, that e dowgnadho improve medical care and health or
reduce Costs

Fhis modest e would death be consistent with the Task Farce’s desite to provide a
military heaith care haneht that 1 gancarous moams of cost-shating The Task Fotec
100 iened data avanlable from sddeaed states that have large numbers of military
tetitees (specrfically, Caltfornia, Noith Caroling, Texas and Voginia) The data
desabe Tees tor Modigap plans, a good banchmairk becanse TEL essentially acts as d
Modigap plan Modigap {ees tor the popular Plan € in those states ranged from a low
of about $1 260 par year 10 a hngh of $2,631 per vcar m 2007 2 Lven those Medigap
planswith the lowest dees sull vequued fees ranging from about $290 to $800 per
yedr # (learly, a fce of $120 per year per pasonwould be very generous by private
sector standaids

28 Matromal Defen ¢ Quthore ahion At for Faseal Year 20008 §712(a} (P 106 398} 114 Sind 1654A 176 177)

22 Hud

23 Seraonre pugraned e go o cu ke date e or v nedot com or o e irgeita gov ot searel for Medgap
COURTGRe compar o

24 Ihud
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The Thsk Torce recommends this new fee not so much o reduce costs as to foster
personal accountibihty and to provide possible incentnes to improve health care
The emollment fee, which would anmount 1o less than 5 petcent of the costs under
TFL, would bimg m substanuial sums Bur it would not tundamenaily alter Dol

trends for milary medical care costs #

Indexing of Selected Retuee Cost-Shares

Indexing represents the single inost impaor tant step that can be tahen if DoD and
Congress wish torevarse some of the uends 1o mulitary health caie cost-shaiing ot
the past decade If DoD proposes and C oneress approves the one-tune changes
1ccommended by the Tash Torce the cost shaimng relatonships in place when

I RICARE was being aeated will be restored based on a conservauve metic Lewing
{ees ind deducubles fined i dollar terms whnle health care costs 11se substantially
and identessly would however quickhv arnde these relanonslups This crosion
seays unfan to the American 1isp ners who must 1outimely pay more over tine

for then own health care

The Fask Foree sttonghy recommends that DoD propose and that Congress accept a
mcthod for mdexing that s annual and aivomatic The Task Force veconsnends that
indesmg be based on changes i per capita nulitary health care costs

Sprofically, the Yask Yorce tecommuands that the Secretary of Defense direct the
cteanon of a cost-sharing index b rsed on changes in per capita avaliin care costs for
tetrecs wnder age 6% emolled i T RICARY Prime 1he Task Force recommands
using analvn-only vatliea than total Prone costs (induding both axvibian and the
MUET costs for Panne bonchaanes) e canse the lask Force and DobD have greater
confidence m the accuracy of the anvilian care data and 1ts wditabihin

In devdoping the index, DoD may wishi 1o consider some rchnements An mdex
hised on Prime anilian care costs would he attected by shifis i the pnoporton of
par Cipita Pranc costs 1 the M T md cnabian care DoD may wish 1o propose 4
mechnism that adjusts the mdex 1o offsat i shitts Also, the Task Torcercalizes

th i ths mdax would be based o1 Prime costs but wonld be used 10 adjust costs unda
Standard as wll T data pamgt, Dol mn wish to proposc a separate index fo
Standard

The Task Torce recommends that once Dol has designed anomdex, the mdosang
mcthod he reviewad by GAO Thisyoview would hddp ¢stablish the legitnmacy of the
indosmg approach

Bscd on the index, Dol would antomatic iy and annualh adjust the cmollment
fee for Prime, Standard and TT1L The mdes also would also play a 10k, descnibed
above, m the panodic re sssessmient of the v of the deductible tor Standard, the
tatasiiophne cap tor Primc and Standard and the copays for Prime The Task Toree
recommends that these 1 issessments be made at least evary five years and that Dol
be pernutted 1o nnplanont mcacases, so long as the mcaeases do not excced growth
of the cost mdex defincd w ths secuon ®

25 The fask Toree notes that mne of 1s members doagreed cith ine imposition of an exvoltment fee foy unepctaries i TEE for thy
Joltlownng yewans T} ben fueraries alrendy wust pe the Mudrcare Part 8 fee Congren wsittmg np TFE m 2000 mandated
that TFT be a saidablc w thout any addiiional fees and the bendfits of the new fee ave nol sufficient to 1ariant iiv tposttion

26 Owe member of the Task Fover believed that the u ¢ of an mdex based on growth m Prone enshan cave costs alone w wedd wot
be entirehy appropriute because swck an indec could pass on (o relirees mefficrencies wadnee care costs it wrred by Dold Fhat
member favored mdexiig but prefersed wn apfreoadh that based the indes pastially on the medual pon tion of the Consumer Price
Index (( PEM Y and partially on a producte iy component somidas to the format used i setting hasputal rambisenient under
the Meditare program The consensus of the Tusk Farce recommended an index based an per rapda conban care cosl i Preme
bevtinse o cafture changes m both the price and wsage of health care

Eivg
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Summary of Cost-Sharing Recommendations?’

Recommenaation 10

With regard to 1 RICARE Prime Fanulv

* fhe maage anroliment fee paid by aninda-6%5 retnee should 115e gradually
from the convent lavel of 5460 par year to an avarage of $1,100 per year

* The antollnient and other foes should vary depending on the level of retired
pav those m the higha ranges should pay a higher enrollment fee, bul not
a propor iy Jugher one Speahically, the sk Force recommends  haif-
propor o d tening ™ BDold should propose and Congress should approve
mdonng e 1eured pay 1 mges cach yean based on the percent change in
retred pay

-

Chanecs m enrellment fees should be phased 1 over 4 period of fow vears to
8 I

ponnticinces te (o plan After vear one of the phase-in panod onrolhment

feas should madnde an adjustment for the pravious vear s growth i pat capitd

mihtany haalth care costs The adjustument should be such that, after the {fow

ve s of plase i, the fee would cqual the leved })mposnd by the lask Toree, as

adjsted {or all growth m pa capita military imedical costs

[he catastiophne cap should he set at the Iadt of $2 300 The cnrollment
foe—which auarantly counts tow 1ird mecimg the cap—would ot count toward
mecnng the cap unda the Task Torae recommendation, but copavinents o
Iar 1and 2 drugs would count (sce Chapta 9)

The Tisk Yonee does not recommend annual indesimg of the catastophic cap
THowaver Dol should assess the lavelof the cap at least evary five years m hight
of trends i the public and prnvate scams After a teview Congress should grant
DoD the wthonty to adjust the ¢p, <o long as the adjustmient does not oveeed
growth m the cost index

Y hive shonld be a one e adjusiment m the copavinent levels, which should
be i cased mthe same manna as the Prnne Farollhment Fee, with changes
dd ncd moveas The Task Torce docs not rccommend annud] mdoang ol
copaymants howcrer, thae should be 1 patodic reassessment of these copay-
mants at laast cvary fnevears Congress should grant oD the authornty to
make changes iy the copayment levels so long as those changes do not «xceed
the growth i the cost mdex

With regard 1o TRICARE Prime Single

* Retain the cunant 1cddationship beween the eniollment fees {or Prime Tamnly
and Simgle~—rhat s, the Single fce should be half the Fanuly fce

» All otha aspeets of the Prime Smgle program should be changed to match the
Tisk Force 1rccommendanions for Pyime Family Ticing would use the same
approach, and the phiase-n approach wonld be identical The catastrophic cap
would be sct at the same lavel and follow the same 1ules as Prime Famuly, as
would copay ments

27 Also see Appendix ]
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With 1egard to TRICARE Standard Famuly

The

Task Foice rccommends changes 1 Standard Fanuly that are compai able to

those tor Prome Fanuly Speatheally, the 11sk Foice seeks changes in Standard that
would be sinular 1in dollar value to those in Prime

»

-

v odest e ollment {ee of $120 por ve nn should be implemented This lee
should net be vered, but should be nidesed usimg the method noted below
Thaose bundficaries wishmg 1o use pharmacy henefits onh would be requited to
emoll and pav the enrotlment fee

The deductible should be mncre 1sed to an average of $600 per ver betore
uamg 1 he deductible should be ties ed using the same apptoach as the one
1ecommended foa Prime Famuly

To promote the use of preventne care DoD should aeate a list of preventive
care pracedures that would be pad unda Standard Famb and th ¢t would not
be subject o the new deductible

1 he deductble should not be antomatically indexed each vear howevet, at least
once eveny e years DoD should 1e 1ssess the level of the daductble, taking
mto account not onlv trends in milnany he ilth caze coses but also the 1clation
sup of costs and cost-shaning m Prime and Standard After a revien Congress
should g1 ant DoD the authonty to modiby the deducuble, so long as the change
docs not exceed growth in the cost index proposed below

With 1egard 1o 1 RICARF Standard Single

A modest enrollment fec of $60 par vear should be implemented

1ns fec should not be uered, but should he indeacd wsig the method noted
below 1 hose beneficiarics wislung 10 wse pharmacy bencfits only would be
1equined to enroll and pay the modest emollment fec

Incycase the deducuble to m avarage of $300 per vear betore tnaimg 1he
deductible should be trered nsimg the came approach as the one 1ecommended
for Prime Famuly

lo promote the use of pravanine care Dob should aeate a st of prevenine
e procodmes that would be pard ndar Standard Single «ven i a banehaary
had not met the new deducuble

Tl deducuble shonld not e wtomancalh indexed cach vaar, however, at least
once tvary five years, Dol should rcassess the deve of the deducnble, taking
mto account not only tends m nnbtany hoalth care costs, but abso thordavon-
ship of costs ind cost sharmg m Prne imnd Standard € ongiess should grant
DoD the authorty to madify the deducnble penodically, so Jong as the change
docs not exeeed growth m the cost mdex proposed badow

With regard to TRICARF for Lafe

Tnplament 4 modest cnzolbnent foe of $120 pa person paivear Because ot ats
singll siz¢ the fec would not be tioad, bt would be indexcd  The foe should he
phascd m ova four years usang the same approach proposed above for undar-65
etirees

Dob should be pamutted to wane patt or all of the cnrollment fec tor thosc
rctirees who take steps speaficd by Do) to impiove then health orreduce costs

104



With regard to indexng

* Dob should propose and Congress should accept a method tor mdexing that
is annual and mtomatic Indexing should be based on changes in per capita
mishtary health carc costs ndeximg should be 1pplied to enrollment fees

* The Seactan of Defense should duect the creauon of a cost shaing index
basc on ch mges m per Cipita aviliim ¢ e costs under TRICARL Prune
Prime vl un ¢ sre costs should be used as 1 basis for the index, 1ather than
total Prime costs (nduding both anviban and the MTF costs for Prime
heneficrinies)

* Once DoD has designed an mdes the indexing method should be 1eviened by
GAO e est bhish the Jegiumacy of the indexing method

Action ttems

* Do should ln]pl(_l]‘lt:!ll, and Congyess shonld ateept, all the cost-shaning
1recomnie ndations listed above

* Congiess wounld need to mike speafic chinges m the law as follows

—modifs cxivting law to change the emollman fee with tlermg based onadinee
pay for Prime kamiby and Prime Single,

—¢stablish gt tor FRICARE Srundard waith vered deductibles for Tannly ind
Smgle, and

— adjust the catastrophic cap

I addmon Congresswould have 1o athonize the Secretary of Detense, ot s
desigiee 1o make changes to the aunolinent fecs and vered salay ranges
atedl bsed on the newh dovedoped DobD imdes ind make changes to
copayments dedicubles, and the catasty ophic cap as necessary at least every
e vens, making catam 1o stay within the DoD-approved ndex

DoD \hould ox inune the fcasibibiny of o+ ibhishung other IRICARL options so
that Ulramees can be assured of having comparable chowes among 1 RIC ART
options such as Puime and Standard

Coordinating TRICARE and Private Insurance

Al bty yances undar age 67 have accoss to TRICARF, some of these retnees
darc also employved and have access to than auplova s health isuranae The Task
Force bohoves that vesebving sssucs rclated to the coondimation of private msurance
and TRICARF offars the porential to provide retirces with better health care while
abso hddping to contel giowth in DoD micdical costs [he Task Force also believes
that iy csolution must be sticthy voluntary—that 1s, retnees should have the option
ol choosing the appioach that 1s best for then

The oo dmanon ssue comes an savaal flwors, depending on the cover age avairlable
to 1ctnees, which, in nnn, genaralh 1clates to tetuees employment status One-
fourth of 111t ees do not have access 10 pin ate employver msurance # For these
mdniduals, TRIC ART 15 cleas s than main and only insurance, and there ate no
1ssues of coordination

26 Fonuns 1 Mavno et al Natrenal Defose Revearch bistatute and RAN B Health Crothan Health Prsurance Options of
Multtary Returees Tondings froma Prol Studs 2007 p 57
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Some ran ees have access to private msuy ance and use this msuiance wlhile also usmg
TRICARE A suivey m 2006 suggested that about half of all unde1-65 retizees with
prnate msutance dlso used TRICARE Fou these retirees, Congiess dessgned
TRICARL to be a sccond paver, and most 1¢ tnees use 1t thus way Nonetheless, there
are coordination 1ssues tor this group If T RIC ARE does not know that a retnee has
prvate nsurance, TRIC ARE pavs fost, even though it should not—thereby adding
to Dol medical costs Also retneesnay choose to use whichever msuiance plan s
most ads antageous for a parucular episode of medical care This can resultin
less-than-opumal bealth care because of lack of coordinaton among providers

unde: the two plans

Sull other1etnecs are ehigible for medical insunance thiough then pinate employer
but voluntanily choose to diop that coserage and use TRICARE They take this step
tor an undeistandble 1eason TRICARL s coverage or cost-sharing 1s more advanta-
geous for them The number of 1ctinees in this g1oup 1s substannal Estumates rom a
2000 survev of military 1etiees suggest that about 65 percent of 1etiees under the
age of 63, and 38 peicent of therr dependents are eligible tor msurance from the
retnee’s emplover ™ But of those chgible, ouly about 40 percent elect private cova age
for themsclses, while 29 peycent dect depondeom coverage 1his suggests that the
mayo1ny (60 percent) of retirces who are chgible for privaic insurance through thar
cmployar are mstead using 1 RICARE For these individuals, DoD pavs ail inedrcal
casts, aven though they are emploved and have access to emplover health benefis

Lo lowar thear health costs some employers provide a hnancial incentne 1o encour-
age than cmplovees to use other soutces of he dih msurance, it available Recently,
Congress prohitbited employers hom oficimg tws kind of mcentine diected at
IRIC ARE However, because L RIGARY s genesous i terms of s benchirs and
cost-sharing—an outcome that, by design, will continue even after the 1ask Forces
tecommendations are put in place—this congressional action 1s not hkey 10 change
renree 1chance on 1RICARLE

Fhe Task Foice believes that steps should be taken to better coordinate health

ms e tor those under-63 1etuees with 1ccess 1o both TRICARE and private
cployar s ance For these mdmnaduals the goal is to ensure that the reuree rehies
on only onc msurance plan, and hanee one st of providess, with TRICARE acting at
most ds a sccond paver for those rdving on cmployer msutance The Task Forec has
identficd two geocral approaches 1o accomphish this

* Some rctinees would pradar to use thar emplovar’s private msurance—pecthaps
because they prcder the available providers o because those providars offor
care that s more convanient However, these retnees dect ot to use employer
msur ince he cause the contrthution thay must pay for thar private insurance s
substantially higher than the contribution required by IRICARF TRICARFE
would olfer these retnees the opuon of using then amployet’s private msurance
(with TRIC ARF acting at most as a second payer), with the government paying
part o1 all of thar contnibunion o even, perhaps, a portion of the emplover’s
premms

29 td p 29
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* Othar ranees would preder to use TRICARE, perhaps because for them TRICARE
offers comenience o1 makes available trusted health care providers In this case,
ind to be sy mmetric with the fust approach, cmployers would not have to pav the
premuum to cover theit retnee employee themseh es but would be 1equured to pay
pairt o1 ill of the TRICARE eniollment fee and, perhaps, a portion of the govern-
men's TRICARE costs

Consistent with 1ts hasie prnciple ol apphing a strietly voluntary approach, the Task
Force 1ecommends that 1etirees should be able to choose the approach they prefer
Thev could change then minds perodically perhaps during an annual open season

1ow would these app1oaches atfect the coodination and quality of health care for
retnees and DoD s medical costs< 1 he Task Force did not have time to answer this
nnportant question These complex issues 1equure more study and a pilot progiam to
test the results ol any paper study

If cost effective, 1 new policy would 1epresent a win-win situaton for miliary

1etn ees, bec wise thaey could choose the approach that serves them best The new
policy nught also provide better health care coordmanon tor 1etirees, while slowing
the growth in Do medical costs

Recommendation 11

DoD should commussion a study, and then posably a pilot program, aimed at
better comdinaning insmance practices amony those retirees who are chgible for
prnate hoalth care insurance as well as 1 RICARE
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Appropriate Mix of Militar
arlljcli) Cilszilian Personnel Y

for Readiness and
High-Quality Care

The Task Force was charged to address

“The appropriate mix of military and civiian personnel to meet future readiness
and high-quality health care service requirements ”

DolYs cHoits to examine medical foree 1cquinements have been inteimittent In the
post Caold War era personnel downssang and consirained budgets focused attention
on DoD’s need to determnc the appropniate size and mix of 1ts medical force ' In
1991, C ongress enacted Section 733 of the Nauonal Defense Authorization Adt
(NDA V) o1 Fiscal Years 1992 ind 1993 which oidered DoD to 1eassess 1ts medical
personnel reqgun ements based on a post Cold War scenario 2 Section 733 1equired
that Do) determine the size and composition of the military medrcal system needed
to support U S oces during awar or other conflict and idennity ways of impyoving
the cost-clicetneness of medical care delivered duning peacetime *

The “733 Study”

In Apul 1994, Dol completed the congscssionally mandated assessment known as
the 733 Studyv ' Although the ~tudy mduded all types of medical personnel, 1t used
physicrans to tHustrate kev pomts * 1t estunated that aboud 30 percent of the 12,600
Acine Duty phvsianins projecied for Tiscal Year 1999 were needed to 11eat casualies
from 2 neails simultaneous major 1egional conflicts ® In Maich 1995, GAO testthed
Lthat the 733 Study results were eredible and that its methodology was 1easonable 7
However, GAO noted that the study s vesults differed from the war plans prepared by
the comm nders in chiet for the two antiapated conflicts, 1esulting imainly from
citferent war hghung and casualty assumpuons

Parthy for these 1easons, DoD was directed 1o update the study’s physiaan manpower
ostinates to reflect changesan forces and planning from the oniginal analysis ° The

73 Update Study” was approned Iy the Duector of Program Analysis and Fvalua-
ton n 1999, but not 1ssucd by Do

1 6GAO Purtime Mediond Care Pervornel Reyutiements St Not Revolved GAOI/NSIAD 96 173 June 28 1996 p 2

2 Natsonal Deferse Authorization 4t for Foveal Years 1992 and 1993 11 102 190 § 733 105 Stat 1390 (1991)

3 thud at $733(b)(1)

4 LS Depariment of Defense Office of Program Anahars and Tvaluation fhe I eonomus of Sy, the Military Medical
Ltablishment Fxoewtiee Report of e Compnehensio Mudy of the Militars Medieal Cure Ssstem April 1994

5 G40 Wartime Medical Care: Pervannel Requreements Stli Not Resolved CAO'NSIAD 96 173 June 28 1996 p 2

6 0 S Department of Defewse Office of Program Anadyas and § aluation ke I eonomaes of Sty the Mditary Medical
Ltablishment Exceultue Report of the Comprehenscoe Study of the Military Mediwal Care System  dpnl 1994 p 45

7 G40 Warlime Meduad Care Alhgnng Sownd Reguoements with New Combat Care Approuches fs Key to Restructuring Foree
GAO/E NNIAD 95 129 March 30 J995

8 G40 Warteme Medical Care Personnel Requerements Siil Not Resolved € A0/NSIAD 96 173 June 28 1996 p 2

9 Gary Cochine David Johnson John Bondandlla | Michael Polidh Jorrs Sellmger Army Medsced Strategy Bsues for the
Tufwre Sante Monica (A4 RAND Corporation IP 208 August 2004 p 11 12

10 CAO (henacal and Bulogical Difene Dold Needs te Clarsfy Fxpectahions for Medical Readiness GAO 02 38

Orlober 2001 p 14
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The 733 Update Study uscd the force stuctine rom the 1997 Quadrenmal Defense
Raview (QDR) "' It provided for 4 larger physiciin component in the Mihitary Health
System (MHS) than did the onigmal study, concluding that 72 percent of Active Duty
phyvsician stiength was icquned to meet military missions and peacetune and
tramnng needs ' DoD noted that the numerical results of the analys:s are depen-
dent on the parnadar {orce structure and scenainios used in the analysis, and ‘the
mmpot tance of the stuch lies in the analy tcal methods developed to evaluate medical
requunements " This nmplied that the 72 percent estimate could be highly sensive
to assumptions "

Recent Developments

The dawn of the 21t centuny contimued to bring o changing secutity environment
that caused DoD 1o move way hhom its two Major Theater War Force sizig constructs
that werc unlized during the 1990s In 2001, the Secretary of Defense 1ssued a new
QDR that detarled, among other things, the force suuctme elements of the defense
program " Fhe 2001 editton of the QDR munoduced a now concept, commanly
refenned 1o as the 1/4/2/1 force planning constiuct ™ s fomula called on DoD to
shape #ts forces to defend the United States, detar aggresston and coercion forward
mn four amcal 1egions, switth dedeal aggression i two ovalappimg major conflicts
while prescrsing for the President the option 1o call for a deasive victor v tn one ot
those conflicts—mcndimg the possibility of 1egime change o1 owcupation, and
fnally, conduct a Imnte d number of smaller-scale conungency operations '

[he esents ol Scptembar 11, 2001, and the 1esulung Global War on Terrorism
({GWO L)Y diove o fither 1efimement of DoD’s force constiuct strategy  The 2006
edinon of die QDR conunued to emphasize the nansformational etforts ariculated
n the 2001 cdunon, as well as changesin the U S global defense posture and Basc
Redhgnment and Closwe stuey, and, most import intdy, the operational experiences
af the preceding fous vears ' The new force plannimg construct focused Dob on
better defimng s responsibihucs for homdand defonse within a broader national
framcwork, mcdudimg GWOT and asvimctiie warfare actinaties, to mcude long-
dwation uncomvantional war fare, countertetorsm, counternsurgency, and military
support for «tibnhz won md reconstuction dforts It also accounted for and drew a
distincuon between steady state force domands and surge actvitics over many yedrs '

The MHS Transformation Effort and the Medical Readiness Review

The MIS transtormauon (fort for the QDR process was designed to provide the
Jomnt Torce with best oparanion il mediane ind foree health protection in the world
and ddiver hugh-quahty health carc 1o DoD's 9 2 nulhon ¢hgible beneficaries ¥ The
MES QDR process dentihied 18 imnraines ac1oss 4 focus arcas—t1ransform the toree,
transform the mfrasouctu ¢, nansform the business, sustam the benefit—to ensure
successiul nansformation within the MHS 9 To was thas process that utihized the

H Quadiesmal Defense Revren Report Department of Defense May 1997

12 Cary Cocclune Dawd folmson Johm Bondanelia | Michael Polich Jorry Sollmger Army Medial Strategy sues for the
Futwre Sante Monua (A RAND Corporation 1P 208 Angust 2001 p 12

13 thid  cabeny, Hobert B Soule Dyeclor Program dnabsis and Fealuation Memarandum 733 Update—TFmal Report DoD
May 10 1999

14 thd

15100 S C §118(a) (2006}

16 Quadhonmal Defense Review Refiort Department of Definse September 30 2008 p 157

17 Had Februan 6 2006 p 2

181nd p 3 4

19 Quatdrenmiad Defeme Review  Hoadmap for Medual Dansformedson Poper 1ssued by the Malitary Health Servace Office of
Tmnbsj;;mrmmm (iffiee of the Assrtant Secretars of Defense for Health Affair 4pril 3 2006 p 1

20ind p 2
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Mcdical Readimess Review (MRR), DolYs latest attempt at examimng 1ts medical
force 1equuements The Under Seaietary of Defense {or Personnel and Readiness
established the MRR m August 2004™ and dictated that “the MRR will systematically
review the Military 1lcalth System (MIS) and provide 1ecommendations to the
Deputy Seaetary of Delense for t1 anstor ming the MIIS to meet the medical
rcadiness 1equnements of the tutwie #

The MRR inHuenced the {ormation of the 2000 editton of the QDR, wluch made
some impoytant yecomnendanons for the field of operaitonal medicine The 1eport
recommended that medical support be aligned with the growmg motement toward
Joint capabulities It ilvo rccommended improving the planiing process and trans-
patency of mformon The polices technigues and tools that were developed
dwnng the MRR a1¢ now being mtcgrated within the system tor future use in rapidly
determmung opumal force structure 1n a constanthy changing thieat environment **

The pus pose of the MRR was to find a 1eltable and consistent means for DoD to
identity, devddop, and sustain ciitical iy capabilivies 1n support of resource
nanagement and the operational phinming pocesses The MRR also was cieated 1o
provide a full spcctrum assessment of the bascline capabihiies required o support
the Wufightar dinmg peacetune and 1o assess the surge capabhues requued tor
wartime ! [he MRR was intended to evaluate the total assety available to provide
suppoit, the tssouated costs of those assets, and alternative strategies to supply
those capabilities 2

Suice that time, there has been a sigmhicant citort aimed at identifying the health
services requuirenments neccded to meet the malitany’s ganstoymation goals 1he MRR
evaluated the n ulible capabiliies and 1esowces ind factored in the Tikely number
of wartime casualties o deternune the optinal size of the Aanve Duty medical

force 2

Ihercview has gonerated revised estimates and subscquent 1ecommendations of
comentional w n e requirements, and the Deputy Searetary for Defense 1s
currently m the process of raviening the requnaments associated with scenarios
mnolung chancal, bologicdl, tadiological, nuce 2y, and mgh-yiedd explosnes and
homecland defonse events &

Military Versus Civilian Personnel—Initiative 6

The MHS QDR process idontfied other mitninves addiessing medical force require-
ments One of the 18 MHS QDR mmtatives 15 QDR Iminative 6, Shaping the Future
Jomt Medical Torce The purpose of this imtiatine 1s to provide the requned shall mix
and numbar of micdical personned nceded to mect projected wattnne missions and
dedner effective banefiaary health care #

2td p 5

22 Depuby Secvetary of Defense fin Pevsannel and Readwiess Memoraondnan to Seeretaries of Miitars Departments Chanman of
the furni Chaefs of Siaff § uderses reters of Defense far Acqurations Technology and Logisties Dnderecretary of Defense for
CamptrollersChief Financial Officer Vndersecretary of Defense jor Personnel and Rendiness Assstant Seeretary of Defense
(Health Affarns) Commandu font Forees Command and Director Program Analvers and Foaluatium Augnst 2 2004 p 2
23 See fhp osit milrabout yspPtopie=46

24 Ihd

25 Hhad

26 Quadrenmal Defense Rexviewr Roadmap for Medsal Dansformation Paper 1ssued by the Milstary Health Sexvice Office of
lmﬁgj{wmnlrcm QOffice of the Assisiand Secretars of Defense for Health Affarrs 4pni 3 2006 p 5

27 ihy

28 Ihd p 11
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Reawmung and terammg highly qualified health care professionals 1s becoming more
challengmg for all of the services which have been chillenged for yeais by chronic
shor tages 1 certam arac il health care speaialues that ate requued for sustaming
operationdl readmess Curient personnel accession tools, such as the Health Profes-
stons Scholarship Progy im which 1ecruts and nains lughly comperent mihitary
medical students who can £}l my enuy level medical specialty billet, do not gudran-
tee the sequned shill m o1 total number of specialists to meet projected wartime
nussions DoD medical v ainig progr ums are 1clatively expensive and, as curtently
adminstered, cannot always responsinel addr ess these shortages and imbalances #
In addivon, cach service uses umque management tools and systems and 1egulatory
poliies for the management of its medical personnel

The aims of Inttiative 6 arc to elimmate service competition for scaice health care
human resonices, impirove the use of medical personnel i a o oss-service, joint

em ponment, imeet scre-specific 1equuements for Foice Health Protection, make
use of external medic i 1ecomices in federal and cnvihan emvironments and allocate
available medical personnel resources m a cost-elfectinve 1nd equitable manner

Optimizing Graduate Medical Education—Initiative 7

Yet another one of the 18 MHS QDR initiatves 15 QDR Instatve 7, Integrate
Graduate Medical Lducation (GMLE) The objectne of this imitiative 15 1o optimize
GME taming capabilities without hinda g the savices ability 1o meet apphcable
tramung 1equnenents GME 1s the primary meins of 1ctaiming medwal protessionals
on active duty because it provides opportunities ftor wdditional medical education,
with a subse quent mercase 10 acuve duty service obhigations

Anunually, cach sorvice validates the GME waming 1equirements and then develops
a school year plin approved by the service Smgeon General Lhe services then
partucpate mn a Jount Savice GML Selection Board which determines selection for
the service tramung programs A mechanism for miesseryvice placement ot Jomnt
Sarvice GME Sclocnon Board sddectees also oxists, and avilian-sponsoted traimng
and avilian cduc mional dday s judiaounsly used as a mechansm to nieet se1vice
training 1cquirements ¥

Certifying the Need for Reductions

Fedaal law also mmposcs Inotts on the sarviees m detamnimg the proper number of
mechcal pasonned Title 10 prolubits the $caetary of Dddonse from making reduc-
tions i the number of medical parsonncl, unless the Seerctary makes a certfication
for the particular fiscal year mwhich rcductions are sought ' Gertihcation ss
tnggared i the Seordtary wams to teduce the number of medical pasonnel to a
numbar thatis less than 95 pacant of mediwal personned from the previous fiscal
yedr, ™ or Ioss than 90 porcant of medical paasonndd at the end ot the third fiscal yeas
preceding the prevaons fiscal vear  The Scaratary catries out the cartification by
stating 10 Congress that the number of micdical personnel being 1educed 1s excess to
the curiant ind projected needs of DoD,™ and that such a reduction 1s not to 1¢sult
n an mcrease m the cost of the health cate services provided by Dol> ¥

29 thd

30 Id

31 fhd p 12
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Determining the Appropniate Mix

DoD mamtains mternal guidance for daaming the appropriate mx of military
and crulian manpower ind the prvate sector support necessary to accomplish
peacctime and wartmic messions ® When establishing the woirkorce nux of an
ctuaty, manpower withonnes icview both peacetime and wartume missions so that
acinatics are designed to ansition casihy from peacetime to wartime operations *
When datamnung or1avabidating the workforce nis of an actin iy manpower
authonmes iirst vty fundions and asks 1o be pearformed, performance objectnes,
and other factorsydevant to pussion success ™ 1hen, manpower authorines dentity
the 1 pe of work from the Iist of DoD functions® and use the 1isk-assessiment gud-
ance' to help denuts 11sks Manpower authonities then use the Manpower Mix
Crtarra® (o distinginsh berween tunctions that ave imherently govanmental and
those that ¢ commeraal The Manpowor Mix Critaria 1lso s used to identsfy the
mhaauh govanmantal and commer aal fupctons that should be performed by
nnlitary parsonned and those that should be patformcod by DoD avilan personne #

Current Status

I'he services have begun to implamant and cortity nuhtary to avilian conmversions

of medical parsonndd hillets From Fiscal Year 20075 to Tiscal Yeas 2007, the Navy
comarted 2,676 nulitary posinons to avihan positions, aeated o hnng plan for
2,116 comverted posttioms, and hned 1,349 enthans ' Sincc 2006, the Aty has
programmed 20 parcent of s mihitary mcdial stiuctinc for conversion o avihan
pusonnel, with 1,588 positions slated for conversion in Frscal Years 2006 and 200740
As of August 2007, the An Forcee has slated 1,216 nuliary positions for conversion,
with 730 of those positions alrcady converted ¥

Militany ro cvilian conversions are affecting the seivices i ways not contemplated
when the process began three years ago The \inny Modical Department leadershap
views unifor med Aivmy medics as the cornetstone of the Army’s health care system
because of thon ostensive taming combined with then operauonal theater experi-
ace IFmedical mlitary to avilian comvarstons continue unabated, the sustam ibility
of the quahty medical force will face continucd 11sk ® The Avmy Medical Departiment
has histonically had the lughest proposton of aivilians mats medical wok foree 1f
Army Medical Department comcrsion contimues as currenth programmed, the
proportuon of nulitary members will fall fi ony 48 percent o 42 percent The concern
1s that this reducuon will result in 1cduced operational agihty #

38 DoD Instructuom 110G 22 §1 1 widance for Deteymaning Workforce Mix September 7 2006

39 ld S0 1

10 1hd §61 11

11 See v ww dod maliprieme/docs/pifunctions doc

2 Dal} tvtruction 1100 22 §F 3 Guadance for Determimng Warkforce Mre Sepiomber 7 2006

13 Ihd

f4id §6112

15 ROMIL Michael H Muttelman Determining the Appopriate Manprwer Mic Vuthen Na n Medwne Presenialion to the Tusk
Forre Ottober 3 2007 Shide 8

16 Maurice Yaglom Determining the Optsmal Manpower Mrx to Meet the 4rmy s Health Care Misson Precentation to the Task
Farce utober 3 2007 Shde 14

#7 Cal Dennys Beatiy An Force Medual Service Persanne! Requarements Program Presentalion to the Task Force October
2007 Shde 8

18 Testumony of Maunice Yaglom to the Task Force Officral Transerspt Octnber 3 2007 p 98
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The Navy and An Tarce take a different tack to continned medical military to
cnvilan comerstons 1he House of Repiesentatives passed a version of the NDAA
for Tiscal Year 2008 containing a provision prohibiting the seivice Sewretarnies from
comerting anmy military medical o1 dental positions to enaliin positions begimning
QOclober 1 2007 * The Navy and An Foice posit that the prohibition would result 1n
aloss of s nings accrued from military 1o «nvilian comersions ® * Furthermone,
additional legislation was introduced hariing the conveision of medical military
positions to contractors *

In addiwon, military 1o aviliin comersions have contributed to unhlled vacancies
withun the seivices For example the Aty Medical Depaitment has more than
6,000 civihian v wcanaes Because of keen competition with avihian health care
providers m the labor market Military Theatment Facility commanders face
sigmbicant hurdles in bihng many of these vacancies 1o meet addiuonal mssion
requuements and health care demands **

Competnion s not onh s esraded wath ayvithan hedlth care organizations, but also
among the othar sanvices nnplementing mechcal nilitary to avilian conversion
programs > Some milit uy mnstallations are located in remote locations where wis
conducnve to concuce nulin ny naning and operations However, these same remaote
areds do not possesses a sutficent Jabor market trom which 1o hire quabfied person-
nel or 1o th w people hom other geogr aphic areas *

Strategists know that the flind ind uncertam nature of nulitary operations means
that what s planned for today may be irrelevant fomornnow When consider ing the
proper onx of military imd ¢nvihan force shhucture requneinents, 1t 15 mportant to be
aware of exolvng massions For example, when Navy mediane was first dnected to
comert nulitary bitlets in Fiscal Year 2005, the stathng model was based laigely on a
surgically mtensive nyor theater conflit Since then, there has been 2 much greate
emphasis placed on nonkanctse missions 1o mdude the deploy ment of hospital ships
m support of theater coopoton agreements and hum it irian assistance and
disaster rcliet mirsgons 1l of wlich required different cap ibility sets not captured

m the uachiional st itfing models 7

Conclusions

Cavent the sarvices diffamg views and the uncat v state of legislauve devdlopments
regardimg {ustha nulitny to cnihan comvaasions, the Task 1Toree does not take any
position on this matter Final legistatve dincction and s effect on the services” abibty
to meet misson scgpurements, and the demands of peacctime health care should be
considercd before furthar action 1s recommended

50 National Defense Authorv.ation Act for Fiscal Year 2008 H R 1585 Llth Cong § 704(n) (2007)

51 lestamomy of RDMT Michael Miltetnnn to the Task Fovee Official Transeript Uctober 3 2007 p 118
52 Testimony of Col Dennis Bealts to the Task force Officsal Tranvnpt October 3 2007 p 130

53 V;amxdﬂl Warrior Assistance Ack of 2007 5 1283 THIh Long § 3018} (2007)

54 Ihd p 101

55 lestonomy of RBMI Michael Mitlebman (o the lask Toree Offiral Transeript October 3 2007 p 121
56 Testomony of Col Densivs Beatly to the Task Foree Offiecral Trans ript October 3 2007 p 131

57 imd p 19
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Command and Control
Structure to Manage the
Military Health System

The Task Force was charged to address

“The appropnate command and control structure within the Department of
Defense and the Armed Forces to manage the military health system”

Tor many vears DoD as awhole has been on a path to gieater integration of the
muihtary br inches and a greater amphasis on what s cilled “jointness ” Jomnt regional
conmmands came ahout to enhance war highting success through the designation of a
Jomnt conumander with responsibibity and author ity over all military units 1n a region

In addison to ongoing debates about grcater integiation, some consolidation 1s
already occuriimg through the ongoing Base Reahgnment and Closme (BRAC)
process which has forced ddements of the Mihtary ealth System (MHS) enter prise
together physically

Proponents ol a Umihed Medical Command (LMC) ate potential benefits to enhance
the abilny of the MiIIS 1o be a global medical force provider These benefits include

a unithed comm ind under one authority, 4 smgle pont of accountability, increased
integr iion for all dJaments of the medical comm ind and control, better integrated
health care delnery cthanced peacetime eflectiveness and ability to quickly trans-
tion towai, a 1apicdh deployable and flexsble me dical capability, and moie

Those opposed to a jomt UMC say that the objectives are unclear and that the
expanson of the TRIC ARI benefit 1s 1esponsible for dining costs up at an alarming
1ate, a problem that havmg a joint/U MC will not solve They provide many 1easons
whn such expansion 1s not advisable, including that the direct care system has seen
only modest growth i tecent years that naving medics aligned with the parent
service 18 the best anangement, hecause medical capabihities will remamn aligned
with the senvice doctrme and culture, and that scivice Iitle X accountability for the
health and weltare of forces will be mamtained

Recent Reviews

1 he Nationil Defense Authornizanion Act (NDAA) for Fiscal Year 2000 tasked the
Scaretary of Defense with examming the merits and feasbility of establishing a joint
medical command, a jomt traming annculum and a unthed cham of command and
budgeting authority 1o lulfill the congressional request, RAND Corporation was
hued to develop org intzational structure aliernatives that appear to have some merit
and to outhine the t1ade-ofis inherent m choosing among the alternatives

Both GAO and RAND have reported that the “nulitary services” longstanding
mdcpendencd” has been onc of the key obstacdes to the medical departiments
davdoping a jomt approach to delivering health care, however, there are examples of
Jomntness m mihtary mcdiome that lustrate the bencfits of synthesis and intcgration
As a ancal supportmg dement, war fightig medics already opetate within the jomnt

1€ 40 Defense Health Care Trr Service Stategy Needed to Justifs Medical Resources for Readiness and Peacetine
HIHS 00 10 Washmgton D November 1999 p 2
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hamowork In Traq and Afghanmistan, the military health care system has operated
Jontly with exceptional shill and outcomes ' These accomphishments have been
wchieved through shated medwal sesearch enhanced service- and joint travming
programs, and greater syncliomzation of aeromedical evacuation Also, mental
health progy ims—such as pre- ind postdeployment assessments and in-theater
care—ieflect common, Jomt products and tools, providing a shared baseline from
which to better e aluate performance

A dinng force 1n the direcnion of a UMC was Program Budget Decision (PBD) 733,
tssuied by the Secretary of Defense on December 23 2004, which directed the Under
Secretary of Defense for Personnel and Readiness (P&R) to ‘work with the Chairman
of the Jomt Chiefs of Staif to devclop an implementation plan for a Joint Medical
Command by the FY 2008 - FY 2013 Progtam/Budget Review ™ A UMC working
group was formed, which developed thiee courses of acon 1) a UMC, 2) a joint/
UMC and joint/Umshed Healthcare Command and 3} a single seivice

A subscquent workimg group w s chaged with devdoping 1ecommendations for
two speahc commands 1) a smgle joint/UMC 1esponsible tor all market areas, and
2) a jomnt/LMC 1esponsible {or opaauonal deployed mediane ' The wosking group
was unable to reach consensus on a comse of acuon tor the development of an
unplementation plan

Duning a September 0 2006, mecung of the Defensc Business Board, 1t was unani-
mously 1ccomnmended that the Searetary of Defense appomnt a task force to oversee
the establishment of a UMC by January 1, 2007 The boaid also rccommended 1o
rcalign the cunent acinatics of the TRICARE Management Activaty (I MA) 1o
funciion alongside a unthcd command and to sireamhine 1 MA's management
tunctions to concentzate on pohicy and oversight of health plan management and
then 1o ‘outsow ce the m magument acuvily once the agency has been 1e-aligned ™
While concerns were 1ased dunmg this meeung that the proposed recommendations
may 1equire changes (o Dol Litle 10 legislation, the board’s 1cview “ determined a
unthed command was not only {casible within Title 10, but in fact the Department
may not be fulfilling s obhg inons unda public law roquirmg consohdation of
shared services ™ The propos il to ¢stabhish the UMC as a Umificd ¢ ombatant
Command was ultiatedy 1ojected by the Scoretary of Dedense

On November 27, 20006, Deputy Secrctary of Dedense Gordon Fngland dpproved an
action memoranduin subnustted by Dy Witham Wimkenwerda, Assistant Secietary of
Dcfensc for Health AHtairs, to satisfv the mtent of PBD 758 According to the memo-
randum the rccommended approach?

¢ takes meremental and achievable steps that will yicld dfficaenaes of opaauons,
* achitves tue economies of scale by combiming common funcuons,

¢ provides stiuctunal changes anabling MITS Quadrenmal Defonse Review (QDR)
transformatnion imnatives,

* presaves savice-imque culture for cach of the sarvic’s medical components,
* supports the princaiples of unmity of command and effort under jomt operations,

* mantans Undcr Scarctary of Defense (PR) and Assistant Sear ctary of Defense
for Ticalth Affairs oversight of the Defense Health Program,

* facibitates consohdation of medical headquarters under the 2007 BRAC law,
* creates a joint environment for the development of future MHS leaders, and
» posisons the MHS for further advances, if warranted, toward more umification

2§ Ward Casscells Umified Medical Command MOAA Ml Offuer June 2007 See wuw moae org/pubs_mon_070601_
unifred him

3 PBD 753 December 23 200t p 9

# Defense Busiiess Board Repori to the Secretary of Defense Miditary Health Systeni — Covernance Ahgnment and
(mrf:ﬁ{umhmi of Busimess Actrntres Task Croups Riport Reporl FYO6 5 September 2006 Appendix B p 6

Siad p 4

6ibed p 3

7 Read Ahead for Depuls Secreiary of Defense Umfred Medical Command - Way Ahead Decivion November 27 2006
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The memor andum rdentified “shared support savices and funcuons along with
co-locatuon of MIIS headquaiters” as a target area to improve service enhance
efhaency and support mussion effectneness * It called for ‘smualler operating
headquaniers, lower pasonnel and operating overhead, consolidation of shared
ind common service funcuons mcdudimg busness development, communications,
finance and budget services, human capttal minagement, information technology
management, logistics and support services, laailites man 1igement, doctrine and
standards development for mission suppoit, and joint and combined medical
requirements development °

By approving this memor anduni, Deputy Secretary of Defense Gordon England
duected the services and Office of the Searetary of Defense leadership to move
forward to exen greater mntegration ol medical services Although he did not dnect a
‘ jomnt medical command, he did set forth a clear course—that 1eorganization must
enhance Dol operational capabilities and 1emove redundancy and unnecessary
costs ¥ Conservatne estimates on the reorgamzanon outlined project annual savings
approaclung $200 nulhon per year ! In the approval memeor andum, the Deputy
Secretary of Defense estabhshed a thiee-year tumeline, beginming in Fiscal Year
2007, tor establishig & nansinon team and beginming the phased unplementation

I'he 2006 QDR provided <trategies to mprove the management, performance, and
ethaency of the MHS U These strategies mcluded the dimimation of redundant
command stiuctnes, the ihignment of resource streams, and the provision of clear
limes of authority and rcsponsibility for local decistonmaking Pursuant to these
strategies, the Deputy Scactary of Detense directed est iblishment of the Jomnt Lask
Force Nauonal Capital Regron Medical * The Joint Lask Foree s mission 1s to delwer
mtegrated health care i the Nauonal Capat il Region, ensute readiness and disastes
preparedness of the asagned forces, and execute the BRAC business plans to achieve
a world-class medical center at the hub of the Nation’s pranicr regional health care
systemn serving our militarv and our Nation M

In1csponsc to all of these mputs, Do has developed a governance plan that created
jomt ovasight i four key arcas 1) medcal research, 2) medical cducation and
nammg, 3 health care dehvery m major mihitary markets, ind 4) shared support
services " The arcation of a “sharcd services aconviy” calls for “the consolidauon of
administiative or support funcoons from scveral departments or agenacs 1nto a
single, st md alone o1ganzational enuty whose misston s to provide services as
cifiuently and effcctivedv as possible ™1

On Junc 8, 2007, the Asastint Scaretary of Dedense for Health AHfarrs submitted to
the Deputy Secretary for Defense two courses of action for reorgamizing the MHS

1) a Ddense Hlcalth Agoney moded with subordinate activities for e ducation and
tramng, rescarch and dovelopment, and major muluservice markets, and

2) an Fxaccutive Agenay miodd,” which implements joiminess i educanon,

training, and research and devdopment, but preserves seivice contiol of the
multiservice markets

B Action Memorandum for Deputy Secretary of Defense S\UBJ  Jornt/Uhnfied Medical Command Wer dhead November 27
2066 fabB p 12

$id Tab R p 2

08 Ward Cascells Unified Medical Command MOAA Midtary Gfficer June 2007 See wnew moust orglpubs_mam_(070601_
unfied him

gjfirtmu Memorandun for Deputy Secretury of Defense SURJ JomntsUnifred Medrcal Command War Ahead November 27
2006 Tab B p 1

12 Quadiennial Defense Review Report Depuriment of Defense February 6 2006 p 72 73

13 See wuny bethesda mied navy milfjornd_task_fircel JTF_Fstably hment aspe

14 See wwu bethesda med navy mdfomt_tash _foree/

15 DSD Decision Memorandum Unafied Medicel Command — Ve 4head Decision November 27 3006

16 Shared Services Quick I aok — for Wen thead Meeting (PowerPomt presentation} February 29 2007 p 2

17 Frecutr e Agent defption. A Dol} component asvigned a function by the Secreiany of Defense to proorde defined levels of
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The Assistant Scoretary of Defense for Tlealth Affairs 1ecommended approval of
the Defense Health Agency cnurse of action *® The phased implementauon of the
Defense Health Agency model, which mncludes the areation of a new Jomt Military
Health Services Directorate, 1s currently under review

The Comprroller Gener il was dnected to review the studies undertaken by DoD, as
well as those conducted by the Center lor Naval Analyses Corporation and other
org imzattons such as the Defense Business Board and provide an analysis of the
vapous LM stuctines under constderation by DoD and outside orgamzatons
GAO 1deased s 1eport on this review 1in Ocober 2007 and determined that DoD

did not perform a comprehensive cost-beneht analvsis of all potential options ™2
GAO stated, ‘ DoD has not demonstrated that 1ts decision to move forward with the
fourth opuon was based on a sound business case A sound busiess case should
nclude detailed qualitaine and quanutaine analvses m support of selecung and
implementng the new process in terms of benets, costs, and 115ks ”* GAO further
stated rhat “the business case docs not demonstiate how DoD determined che fourth
option (o be better thin the otha three n terms of its potenual impact on medical
teadmess, quabity of care boschaianes’ access 1o tare, costs, nmaplementation time,
and 115ks because DoD does not pnovide evidence of any analysis it has performed of
the tour th option or a sound business case justifying this choice” #*

Consequently, GAQ 1ccommiended that “DOD addiess the expected benefits, costs,
and 115ks for unplementing the fourth opuon and provide Congress the results of 1ts
assessment 1 he Task Force 1s 1lvo 1recommending that DOD devdlop performance
mcasures to monitor the progiess of 1ts chosen plan toward achieving the goals of the
transtormation

Findings and Recommendations

Fhere has been considerable dehate by other groups about 1he costs and benefits ot a
unthed or moe mtegr ated command and control st uctine fo1 the MHS culminat-
g with the most reaent 1ccommuendanion for a Defcnse Health Agency Given the
1clativedy short panod thiat has passed since this 1ecomme ndation was made, the

Lask Foree believes it s premature 10 make additional recommendanions at this tune,
although the Task Torce also blieves that 1s appropiiate that the effects of these
clinges be monitored and assessed Turthamore, consistent with an October 2007
GAO report any additional options for change should be assessed m terms of the
costs and benefits to be dawved from cach of the options under consideratuon

Recommendation 12

DoD should develop metrics by which to measure the success of anv planned
transtormanon of the command and control «tructure of the MHS, taking into
constderation 1ts costs and benefits

18 S Ward Cavseells Memorandum for USD (PR} Request for { oordmation on Improving Mibtary Health Syvem
Covernance fune & 2007

19 GAO Defense Health ( are Dol Needs to Address the Fxpected Renefuts Costs and Risks fm s Newly Approved Medieal
Commund Structure GAO (08 122 p 15

200H R Rep No 109 452 at 313 (2006)

21 CAU Defense Heaith Cure Do) Needs to Address the 'xpected Benefits Costs and Risks for Is Newly Approred Medical
Command Sructure GAQ 08 122 p 4

220d p 5
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Appendix A Task Force Biographies

General John DW Corley {Co-Chair)
Commander, Air Combat Command

Gen John DW Coley is Commander An C ombat Command, with headquarters at
Langley A Torce Base, Virginia, and An C omponent € ommander for US Jont
Forces Command As the Comm ndet, he 15 1esponsble for orgamang, travung,
cquppimg, and mamtaimng combat ready forces for rapid deployment and employ-
ment whle ensurmg strarcgic an defonse forces are ready to meet the challenges of
peaccume ar sovaragnty and wartime dddense Previously, General Gorley was Vice
Chict of Staft, Headquartars, US An Torce, atole m which he presided over the An
Staft ind seaved as a manbcer of the Jom Chieds of Staft Requuements Oversight
Counail His previous statt postions comprise 4 mx of opearational and jont duties
in 1he Tactical An Command, Headguastars, US A Toice, and the Jomt Staff He
rccencd his BS mangmecanmg from the US An Foree Acadany ind carned his
wings at Reese An Foree Base, Tex s, m 1974 He carned an M B A and another
master s degice 1 nanonal sccunty and strategic studies He also 1s a graduate of
Havard University s John T honnedy School of Govanment’s Program for Semior
Fxccunves in National and Intanatonal Secunty General C orley has sigmificant
apacnce mantense combat most recently duning Operation Foduning Treedom
As Combimed A Opcrations Canta Piector, he direaed the safe recovery of

ol ited pasonned duning the largest combat search-and-1¢scue mission in 50 years
ind w 1s awarded the Bronze Star as a result His aviation carcer incJudes more than
3,000 fying hours with a wade 1 1nge of combat experience He has commuanded at
the squadron, gioup and wing levds In addition to the Bronze Star, General Cotley
15 11eapient of the Thsunguished Savice Medal, the Defense Supcaiior Service
Medal, the T egion of Mert, and the Defense Meritonous Service Medal, among
other awards

Gail R Wilensky, Ph D (Co-Chair)
Senior Fellow, Project HOPE

Gall Wilensky 1s a Senior Fellow at Project TIOPE, an international health education
foundauon, whete she analyzes and davelops policies relaung to health refoim and
to ongong changes in the health care environment She testifies frequently before
congiessional committees, acts as an advisor to menibers of Congress and other
elected othcials, and spe iks nationally and internauonally before piofessional,
business, and consumer groups ™ Wilensky was a member of the President’s
Comnussion on the Caire of Retuy ning Wounded Wariiors Trom 2001 to 2003,

she co-chaued the President’s Task Force to Improve Health Care Delivery for

Ouw Nation’s Veter ans, which addiessed health caze toy both veterans and militany
1etirees From 1997 to 2001, she chaued the Medicare Payment Advisory ( ommis-
ston, which advises Congress on pavment and other 1ssues relating to Medicaie, and
{rom 1995 to 1997, she chaned the Physician Payment Review Comnussion She also
served as Deputy Assistant for Policy Development to President George HW Bush,
advising him on health and welfare 1ssues Prior to assuming this position, she served
as Admunistr ator of the Health Caie Fimanang Admunistrauon, overseeing the
Medicare and Medicaid programs D1 Wilensky 1s an elected member of the Insu-
tute of Medicine (IOM) and serves as a nustee of the Combined Benefits Fund of the
United Mine Wotkess of America and the National Opinion Research Center She 1s
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a formex charr of the boaird of dircctors of Academy Health, a former nustee of the
Amercan Heart Assountion, and a cunrent or former duector on the boards of
numctous other organizations, including several co1porate boards Dr Wilensky 15
the rcapient of numaous honorary degrees ind awards and has pubhished more
than 125 arudes She recaved a bachedor s degree in psvchology and a Ph D n
economics trom the University of Michigan

Major General Nancy Adams (Ret )
Sentor Partner Martin Blanck & Associates, Inc

Nancy Adams jomed Martin, Blanck & Assoaates in August 2003 after a distin-
guished carcar as both a military officer, 1¢tined 1n the 1ank of Major General, and a
mamber of the Samor Fxecutine Savice m the federal govanment Ms Adams 1s onc
of Maytin, Blank & Associates loading experts on tederal health acquisition poheics
and proccdures Inaddition, Ms Adans has extensive cimcal, adnunistratine, and
senjor nunagoment oxpenience with lage, complex government health care systeins,
and has demonstniated expertise and competency as an orgamizational leader,
citccuve communicaton, and csource manager with results that produced pertor-
mance miprovements Trom 1998 through 2002, Major General Adams served as
commanding general of Tripler Ariny Mcdical Center in Hawai, a 266-bed tertiary
care medical center emploving %,000 personne with a $243 mulhon annual budgat
She led the ovgamization to a porfect 100 parcent score on the suavey by the Joint
Comnussion on Accreditation of Healthcare Orgamzations She also had responsibil-
iy for TRIC ARF Paaific, saivimng 527,960 beneficiaries m Hawan and throughout the
Pachcregion Prior to this command, she commanded Willilam Beaumont Aimy
Mcdical Center in F1 Paso, Texas, a 200-bad tertiary care medical center with 1,800
parsonned sarving 400 000 bencficiaries Brigadier General Adams saved as the
Chiet of the Army Nurse Corps and Assistant Surgceon General of the Avmy for
Pcrsonndd and Commander foir the C onter for Health Promotion and Preventive
Mcdicme from 1991 to 1993 Pnor to these leadership positions, she served in a
vintety of dimical nuising and nusig admimsti ation positions m the Avmy Medical
Department and DoD

Shay Assad
Director, Defense Procurement and Acguisition Policy

M1 Shay Assad assumed his posiion as Dnector of Defense Procurement and
Acquisiion Policy (DPAP) on April 8, 2006 As the Duector of DPAP, he is tespon-
sible for all DoD acquisiion and procwement policy matters Ile serves as the
principal advisor to the Under Secrctary of Defense for Acquisiion, Technology and
Logistics, Deputy Linder Seqietary of Defense for Acquisition and Technology, and
on the Defense Acquisinon Board on acquisition/p1ocurement st ategies for all major
weapon systemns programs, majot automated mformation systems programs, and
services acquisiions Mr Assad 1s 1esponstble for procurement/sourcmg functional
business process requun ements 1 the depai tment’s business enterprise architecture
and ente1 prise transiion plan In addition, Mr Assad 1s DoD's advisor for competi-
tion, source selection multnyear contracting, war anties, leasing, and all international
contiacting matters Before assunung this position, Mr Assad was the Assistant
Deputy Commandant, Installations and Logistics (Contracts), at the Maiine Cot ps
Headquarters Mr Assad se1ved two tours of duty aboaid U S Navy destroyers and
won recogmiton as Outstanding Jumor Ofhcer, Fifth Naval District He then served
as a Naval Procurement Officer at the Naval Sea Systems Command, where he was
iesponsible for the negotiation and adnunustration of the Aegis Weapons Systemns
engineering and production contracts Between 1978 and 1994, M1 Assad seived in
several increasingly 1esponsible contiact management positions for the Raytheon
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Company’s laigest electionics ind misstle divisions T 1994, he was promoted to Vice
President Director of Contracts, for Raytheon and subscquently was promoted to
Senion Vice President, Contr acts i 1997 In 1998, he was promoted to Executive Vice
Prosident, served as the Chict Operating Ofhceer, and subsequently served as the
Chanman and Chief Executne Ofhcer of Ravtheon’s engmeening and construction
buaness M1 Assad graduated with distinction trom the US N\aval Acadenmiy

Carolyn M Clancy, M D
Director Agency for Healfthcare Research and Quality

C nolvn M Clancy M D, was appomted Director of the Agency for Healtheare
Rescarch and Quality (AHRQ) on February 3, 2008 Prion to this appomntment,

Dr Clancy served as AHRQ's Acting Durector {from March 2002) and as director

of the Agency’s Canter for Outcomes ind FHfectineness Rescarch D Clancy holds
an academic appomtment 1t the George Washington Uniersity School of Medicne
(C himical Associate Professor, Dep utment of Mediane) and serves as the Senior
Assouate Fditor of Health Scivices Rescarch D Clancey has saved on multiple
cditorial boards—mncluding thosc of the Annals of Family Mediane, the American
Jouwrnal of Medical Quality, and Medical Care Research and Rewew—and has published
widddy 1 pear 1eviewed jounnals She also has cdited or contiibuted to seven books
She s a manber of FOM and was dlected a Master of the Amanican College of
Physicians 1 2004 Dr Clancy, a general intaomst and health scrvices researcha,

15 a4 graduate of Boston Collcge and the University of Massachusctts Medical School
1 ollowing her clinical tranung, D1 Clancy was a Henry | Kaiscer Tamily Foundation
Tcllow at the Unnasity of Pannsylvania She was also an assistant professor i the
Department of Intarnal Modiane at the Medical College of Yirgimia m Richmond
betore joming the staff of AHRQ 1 1990

Robert S Galvin, M D
Director of Global Healthcare, General Electric Company

Robeit Galvin, M D, 1s Directon of Global Healthcare {0 Genesal Llectric (GE) He
oversees the design and performance of GE's health progiams, which total more
than §3 0 billion annually, and 1s 1esponsible for GL’s medical services, cncompassing
more than 220 medrcal cinics in moi ¢ than 20 countries Dr Galvm completed his
unda g aduate work at the Univer sty of Pennsyh ania, where he graduated magna
<um laude and was elected to Phi Beta Kappa e also recetved his M D degiee at
the Unnersity of Pennsylvania and was elected to Alpha Omega Alpha He receved
an M B A n health care managcment from Boston Unnersity’s School of Manage-
ment i 1995 In his cunient 1ole, Dr Galvin has focused on 1ssues of maiket-based
health pohey and financing, with a special interest i quality measusement and
mmprovement He has been a leader in pushing for public release of performance
mformation and reform of the payment system Dt Galvin is a founder of both the
Lewpftog Group and Bridges to Excellence He was a member of the Strategic
Framework Board of the Nauonal Quality Forum and currently sits on the board of
the National Commuttee for Quality Assurance and the Centers for Disease Contyol
ind Prevention’s Director’s Advisory Group on Emergency Pieparedness He has
served on several IOM commuttees and 1s cuniently a Comnussioner on the ( om-
monwealth Fund s ptogram on a High Peiformance Health System D1 Galvin has
1ecerved awaids for hus work from the National Health Care Purchasing Institute,
the National Business Group on Health, and the National Coalition for Cancer
Surnvivorship He is a Fellow of the Ametican College of Physicians, and his work has
been pubhshed 1n the New Lngland Jour nal of Medwine and Health Affarrs He 1s
Professor Adjunct of Medicine and Health Policy at Yale where he leads a seminan

1n the private sector at the School of Medicine and the M B A program at the School
of Management
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The Honorable Robert F Hale
Executive Director, American Societv of Military Comptroilers

Robert Hale currently 1s the Exccunne Direcion of the American Socety of Military
Compuollers (ASMC) In that capauty, he runs an 18,000-member assoaation that
provides professional davdlopment opportumues o defense inancial managers

His responsabilies inclade oversight of o large annual conference, a professional
catthcation program, a gquaitealy journal, and many other actinities From 1994

to 2001, Mr Hale was ippomted by the Presdent and confirmed by the Senate as
Assistant Secretary of the An Force (Finanaal Management and Compuoller) He
was 1esponsible for the Air Torce budget ancl all aspects of Air Force financial
nmanagement Mr Hale also served for 12 veans as head of the defense unit of the
Congressional Budget Othce His group provided defense analyses to C ongress, and
he trequently 1estihied before congrcssional commitiees Betore coming to ASMC,
Mr Hile dirccted a program group it I MI Government Consulting, and eaily in
his carcear hie served on active duty as a Navy officer and worked for the Center {or
Naval Analyscs Mr Halc holdsa BS and an M S from Stanford Unnersity and an
MB A fhom George Washimgton Uninasaty Te 19 a Fellow of the Natonal Academy
of Public Admmustiation and cutiently «aives on the Defense Busimess Board He s
a Ccruficd Dedense Tnancal Manager

The Honorable Robert J Henke
Assistant Secretary for Management Department of Veterans Affairs

Robert J Henke was nommated by President George W Bush to serve as Assistant
Scactary for Managanent i the Department of Vetcrans Aftairs (VA) and was sworn
into officc on Novembar 3, 2005 In thas position, he 1s responsible for the Depart-
ment’s budget (im excess of $87 bilhon 1cquested for Fiscal Year 2008), financial
pohcy and operations, acquisition and matciicl management, real property asset
m1nagement, and business oversight He seives as VA's Chief Financial Officer, Ghief
Acquisiions Officer, and Senior Real Property Officer Prior to his appointment, Mr
Henke sanved as the Principal Deputy under the Secretary of Defense (Comptroller)
at DoD In that capacity, he was the primcipal advisor to the DoD Comptioller/Chief
Fimanaal Officer, and s dutics imohed 4 broad range of financial management
1esponsibilities, mcluding development, justification, and execution of Dol s budget,
and the formulation of DoD-wide financial and accountung policy Mr 1lenke served
as a professional stalf mcmber with the US Senate Comumttec on Appropriations,
Subcommittee on Defense from 1999 to 2004 und as a Presidential Management
Intern with the Office of the Assistant Secretary of the Navy (Fiancial Management
and Compuoller) from 1997 to 1999 From 1993 to 1996, he was with Genei al
Electric, where he complcted GE’s Financial Management Program A Reserve Navy
officer, M1 Ienke g1aduated fiom the University of Notre Dame with a B A 1n
government and internauonal 1cdations, and earned a Master's of Public Adnunistra-
tion from Sy1acuse Unnversity’s Maxwell School of Citizenship and Public Affairs
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Lawrence $ Lewin
Executive Consultant, Washington D C

Larry Lewin tounded the I ewin Group in 1970 and remamed 1ts president and CRO
through three acquisiions unul 1999 He has duected a wide range of projects in
health poly and finance, academie modiane, pubbic and prn ate health msurance,
tcchnology and market assessment of medical devices and pharmaceutical products,
stiate gic visionimg and planning, and healih systems management and governance
He has conducted nearly 100 workshops and strategic planning conferences for a
wide variety of health care execuines and orgamzations He lett the Lewin Group in
December 1999 and cunently as an executine consultant, s asssting sensor health
care executives, foundations, and orgamizanons in strategic decisionmahing, pro-
gram mprovement, and executive coaclung Recently, he has tocused his attention
on chmcal and technology effectineness, health promouon, and the challenge of
nanaging collaboratng orgaz itions and programs n both the academic and
chical rcalms Mr T ewin sexves on a numba of corporate boards induding those of
C irdioNct, H&Q Healtheare and ife Sacnees Funds, and Medeo Health Solutions
He also saaves on the Inter mountam e althcare Board of Trustecs (since 1984) and
has charred its Intormation Systams Board C ommnttec (since 1993) He was dected to
the 1OM/Natonal Academies in 1984, sarved aght yeais as an dected memmber of the
TOM Counal, and i 2004 was awarded the TOM's Adam Yarmohnshy Mcdal tor
Distinguished Savice He was a foundimmg member of the Assocation for Health
Sarvices Rescarch (now Academy Health) and s currently a member of the National
Commission on Provention Priontics Mr Tewin holds an A B from Princeton
Unnersity’s Woodtow Wilson School of Public and International Affans and an

M B A from the Harvard Busncoss School, where be was a Baker Scholar Mr 1 ewin
proudly served as an officer in the US Marine Corps

Rear Admiral John M Mateczun, M D
Commander Joint Task Force National Capital Region

Rer Adnural John M Mateczun is Commnander, Jomnt Task Force Nanonal Capital
Region Admuy al Mateczun began his career of service as an enlisted member of the
US Army and traned at the Lxplosine Ordnance Disposal School at Indian Head,
Maryland Tle served two touts of duty in Victnam and later 1ecerved a Doctor of
Medicine degree f1om the University of New Mexico He completed training in
pstchiairy at the Naval Regional Medical Center, Oakland, Califorma, and also
recened a Master’s of Public Health degiec from the Unwversity of Califorma,
Betkeley Admiral Mateczun was assigned as Dhvision Psychiatrist and Assistant
Dniston Surgeon, 3d Maiine Division Okmawa, Japan e was then assigned to

the Naval Hospttal, Bethesda, Maryland, as a staff physician, wheire he became the
Intern Advisor and Transitional Intern Program Duector He also has completed
requirements for 4 law degree at Georgetown Umiversity Law Center e became
Chairman of Psychiat1y at Naval Hosprtal Portsmouth and then at the National
Naval Medical Center, where he became the Acting Drrector of Medical Services
dming Operation Deseit Shield During Opetation Deseit Storm, he was assigned to
1 Maxme Expeditionary Force 1n Saudi Arabia as a consultant on the establishment
and opeiauon of Combat Stress Centers e was a medical crew member on the first
flight that 1etrieved repaunating Prisoners of War 1n Amman, Jordan Returning to
Bethesda, he was appointed Director of Medical Services and then was assigned as
the Foice Surgeon for Maiine Forces Pacthc He was the first Chief ot Staff at
TRICARE Region | and was then appointed Prinapal Dn ector tor Chinical Sexvices
under the Assistant Secretary of Defense for Health Affairs Subsequent to that tour
he commanded the Naval Hospital, Charleston, South Carolina Selected for
promotion to flag rank, he headed Navy medical opeiratuons and was then selected to
be the Jomnt Staff Surgeon and Medical Advisor to the Chanman of the Joint Chrefs
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of Stalf TIc was the United States delegate to the NATO Commttee of Chiefs of
Medic1] Sarvices He was present at the Pentagon on September 11, 2001, and
subsequently served on the Jomnt Statf during Oper ations Noble Eagle Enduring
Freedom, and Iaqr Freedom Admn al Mateczun was subsequently the Chuef of Staff
and Progtam ELxecutive Officer at the Bureau of Medicine and Surgeiv He was
selected for promotion to Rear Admn al and 1sumed command of the Naval Medical
Centel, San Dicgo, the military s la gest Mcdical Center, employmng 6,200 nulitary
personnel, cinilians, and conti actors with an operaung budget of $380 mullion
Under his leadership, Naval Medical Center, San Diego, deployed more than 1,000
personnel m support of Operations liaqs Freedom, knduring Freedom, and Unified
Assistance Admu al Mateczun was subsequently rthe Deputy Surgeon Geneial of the
Navy and Vice Cluef, Bureau of Mechicine ind Suirgery He also served as Duector of
the Military Tlealth System Office of Tianstormaton Adniral Mateczun s board
cerufied in adult psvchiatry and forensic psychiauy His awards include the Navy
Distinguished Service Medal, the Defense Supertor Service Medal with Oak Leaf
Cluster, the Legion of Ment with two Gold Stars, the Bronze Star, the Detense
Mettorious Service Medal, the Metitorious Service Medal with Gold Star, the Navy/
Marme Corps Commendation Medal, the Army Commendation Medal, and the
Navy/Marine Corps Achievement Medal

General Richard B Myers (Ret )
Former Chairman, Joint Chiefs of Staff

Retired U'S Arr Force General Richard B Mvers served as the 15th Chairman of
the Jomnt Chicts of Statt, the U S nulitary’s ughest 1anking otficer, from 2001 to
2005 In this capaaty, he served as the punapal milnary advisor to the Prcsident,
the Seaciary ot Defense, and the Nation Sccunty Counal He previously served as
Vice C haxtman of the Joint Chuefs of Statf, a 1ole m which he served as the Channman
of the Joml Requirements Oversight Counal, Vice Chairman of the Defense Acquisi-
tion Boawd mnd member of the Natonal Sceunity Counal Deputies Comimittee and
the Nuclear Weapons Counal General Muas entered the Arr Force in 1965 tlnough
the Reserve Otficer Trammng Corps program His career indudes operational

comm ind and Jadarship positsons m a variety of Air Torce and Jomt assignments
Genaral Myarsas a comniand prtot with more than 4 100 flying hours As the Vice
Chairman from Maich 2000 to Scptember 2000, General Myers saived as the
Charrman of the Jomt Requaamonts Oversight Gouncl, Vice Ghanman of the
Dedense Acquisition Board, and as a manber of the National Sccurity Gounal
Deputies Committec and the Nudear Weapons Counal In addition, he acted for
the Chairman m all aspects of the planning, programnung, and budgeting system
mcluding partaipauon m the Defense Resources Board Tom 1998 to 2000, General
Myars was C ommander in Chief of the No1th American Acrospace Defense Com-
mind and US Spacc Command, C ommander, An Foree Space Command, and DoD
MANIELT, SPACC transportdtion systam contingency support at Petarson Atr Force
Basc Colorado As commander, Gencral Myers was responsible for defending
Amaiica through space and mtacontment al ballistic missile operations Prion to
assurmming that position, from 1997 to 1998, he was Commandcr of the Paafic Air
Forces, Hickam Air Toirce Base, Hawan, from 1996 to 1997, he was Assistant to the
Charrman of the Joint Chacds of Staff, and fiom 1994 (0 1996, he was Commander of
L S Foices Japan and the 5th Air Foice at Yokota Arr Base, Japan e is a graduate
of Kansas State University and recenved a master’s degiee m business admumstration
from Auburn University The General has attended the Air Command and Staff
College at Maxwell Air Force Base, Alabama, the U'S Army War College at Carhisle
Barracks, Pennsylvama, and the Progtam for Senior Executives i Natonal and
International Secunity at Harvard’s John F Kennedy School of Government
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Lt Gen (Dr) James G Roudebush
Surgeon General of the Air Force, Headquarters U S Air Force

Licatenant General (Dr) James G Roudebush 1s the Surgeon General of the An
Foice, a role mwhich he se1ves as functional manager of the US An Force Medal
Service He advises the Seaietary of the A Force and Air Force Chiet of Statf, as well
as the Assistant Secretary of Defense for Health AHairs, on matters pertaiming to the
medical aspects of the air expcdinonary force and the health of Air Force statt
General Roudebush has authority w commn resouces worldwide for the Air Force
Mcdical Service, to make decsions affecting the delivery of medical services, and to
desvelop plans, programs, and proceduies to support wotldwide medical service
missions He exercises direction, gurd ince, andl tcchmeal management of more than
42,400 people assigned 10 74 medical facilinies worldwide Before his selection as the
19th Surgeon General, he served as the Deputy Surgeon General of the U S Air
Torce, and before becormung Deputy Suigeon General, he served as Command
Surgeon for US Central Command, Pacthe Air Torces, US Transportation Gom-
mand and Headquarters Air Mobility Command He completed residency tiaming
m (amly practice at the Waght-Pattesson An Force Medical Center, Ohio, m 1978,
and acrospace mediane at Brooks An Foree Base, Texas, in 1984 The General
commanded a wing chinic and wing hospital betore becoming Deputy Commander
of the An Torce Matarid Command Human Systems Genter General Roudebush
cntered the Air Force i 1975 aftar reconing a Bachelor of Mediane degree from the
Uuvasity of Nebraska at 1 mcoln, and a Doctor of Mediane degrec from the
Unneraty of Nebrasha College of Modiane

Rear Admiral David J Smith
Joint Staft Surgeon

Rear Admmal David | Smith serves as the Jomt Staff Surgeon at the Pentagon In
this capaaty, he adsvises the Chanman of the Joint Chuefs of Staft, the members of
the Joint Staff, and Combatant Commanders, and coordinates all 1ssues 1elated to
operanonal medicine, force health protection, and readiness among the Combatant
Commands the Office of the Secrctary of Defense, and the services Hesthe US
delegate to the NATO Counal ol Medical Dnectois and 18 imvohed 1n other mter na-
uonal medical 1elavonships As a hcutenant, he completed his 10tating medicine
internshup at Naval Regional Mcdical Center, Qakland, C ahifornia, m 1982 and
subsc quently transterred to the Naval Undersea Medical Institute in Groton Con-
necucut, where he completed the Undersea Medical Officer trammng program Reat
Admun al Smith completed his occupanonal medicine tramuing at the University of
Cinannatt Medical School, with a Mastet of Science m environmental health, and he
served as Chief Resident As an Undersca Mcdical Officer, Rear Admu al Smith has
served m avariety of medical officer positions, mcluding aboard the US S Gray-
back, at the Naval Diving and Salvage Traiming Centes, at the Naval Medical Re-
search Insntute, and at the Royal Navy Institute of Naval Medicine He served as
Head of the Safety and Hcalth Depaitment at the Armed Fot ces Radiobiology
Research Institute and as the occupational health consultant for the Defense Nuclear
Agency In November 1995, Rear Admural Smth reported to the National Naval
Medical Center to se1ve as the Deputy Director, Occupational and Commumnity
Health and was appomted as Dnector in July 1996, where he oversaw the provision
of primary and occupational health care by 24 medical chinies 1n a six-state 1egion

In June 1999, Rear Admural Smuth becamne the Executive Officer and then the
Commanding Officer at the Naval Hospital m Rota, Spamn Durmg hus tenutre, the
command recerved numerous awards and hosted the Expeditionary Medical Facility,
supporting casualty flow fiom Operanon Iraq: Freedom and Operation Enduring
Freedom In july 2003, Rear Admmnal Smith was appointed the Chief of Staff of
TRICARE Management Actvity, Otfice of the Assistant Secretary of Defense
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(ITealth Affatrs), and in this role he helped lead the nugranion to the new TRICARE
contracts, the expansion of the Reserve Health Benefit, and the appioval and
implementation of the new 1egiondl gevernance In February 2005, Rear Admiral
Snuth assumed the duties of the Assistant Deputy Chief, Health Care Operations, at
the Bureau of Medicine and Smigeny (BUMLED) He became the Chief of BUMED,
Operanons (M3), m June 2003, and m thus 10le he has been 1esponsible for gudance
and policy for all peaceume and deploved medical operations Rear Admiral Smuth
recened a B S from the Unnverary of Hliness in 1977 and completed his Doctor of
Medicine fiom Northwestern Unnersin Meclical School in 1981 He 1s a ceruhed
physiaan executive and a Fellow of the Ameiican College of Occupational and
knvnonmental Medicine He 1s boatd certihed i Occupauonal Medicine, with a
Ceruficate of Added Qualification 1 Undersea Mediune

Major General Robert W Smith 1ll (Ret )
US Army Reserve

Major General Robert W Smuth 11, US Arnn Reserve (Ret ) served as President of
the Reserve Ofhcers Association from July 2005 1o July 2006 and continues to sexve
on the assouanon’s Executive Commuttee as the Immediate Past President Genexal
Smuth retsred hrom the Army aftar 34 years of active and 1eserve commissioned
service Heis a former air defense and intantry officer who commanded trom
detachment to dnision level and served in many key statt positions at numerous
levels of the Almny A Vietnam War combat vetaran, General Smith has been deco-
rated with the Disinguished Service Medal, the Legion of Merit, the Bronze Star
with Qak Leat Cluster, and the Mcrtorious Service Medal with two QOak Leaf
Clusters and mther awards Gencral Snuth also 1 a remed Ford Motor € ompany
finance (xecutne with 32 vears of seivice Duning his career with Ford, General
Smuth held 1+ numbar of inanaal and maenager 11} posinons, mcluding Manager tor
Sarbanes Oxley compliance tesung and cight ve ars as the Global Controlles, Service
Engmcenng Othee General Smiuth has served as CRO of Iwo Star Strategic Services,
a business and professional consultung firm in West Bloomteld, Michigan, as General
Partiiar with Sith ind Jones knterpiises, and as a member of the board of directors
of Volunteors of Amaisca State of Madngan He was also the Vice Charr of the
Pentagon Fudaal Credit Umion Toundation Board, Arhington, Virginig, a group

that helps 1eturning wounded soldiers ane all soldici s with finenaal managenient
He has boen featned on the covar of Fortune magazing and profiled i the Wall
Street Jowrnal General Smuch’s othey memberships include the Assocation of the U S
Army, Sigma P1 Phi Fratainity, happa Alpha Pst Fratarmy, National Black

MBA Assocravon, and the Sovercign Military Order of the Temple of Jerusalem

He carned a master’s degree m business wdnumstration trom the Unuversity of
Pittsburgh Katz Business School ind canrently serves on its Board of Visitors He
also s the reapient of an bonorary Doctor of Humane Letters from flonida A&M
University
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Expert Consultant to the Task Force

Major General (Dr ) Joseph E Kelley {Ret )
Former Joint Staff Surgeon

Retned US Air Force Major General Joseph k- Kelley served as the Jount Siaft
Surgeon at the Pentagon from 2005 to 2007 Ile was the chiet medicat adviser to
the Chairman of the Jomt Chiels of Statf, und provided advice to the Chanman,
the Joint Statf, and Combatant Commanders He coordinated all 1ssues related to
operational mediaine, force health protection, and readiness among the C ombatant
Commuand Surgeons, the Office of the Secietary of Defense, and the services He
also seived as the appomied U S delegate to the NATO Counail of Medical Duec-
s Genaal helley has held acadennc appointments as clinical professor and
assistant dean and s certified by the American Board of Surgery and 15 a disun-
gushed graduate of the Aaosp ice Mcdiome Primary Course Genaral Kelley
graduated second m his class from the US An Force Academy Whale at the Acad-
enny, he recaved the Surgeon Genaal’s award as the outstanding graduate in hie
saences He recaved his M D from Rush Unnversity Medical School and performed
bis residency in general singery at David Grant Medical Center, Travis An Force
Basc (AFB), California At Ncllis AFB Nevada, he served as a gencral surgcon and
latar as Chict of General Surgay At Mis iwa Air Base, Japan, Genaral kelley served
as Chact of Hospital Services, Cludt of Suigery, and miterim € hief of Acrospace
Mcdiune He was reassigned as Commandes of the 90th Strategic Hospital, Francis
F Warren AFB, Wyonung, and after his seivice there was selected as the Suategic
An Command’s Outstanding Mcdical Teader As Commandcr of the 857th Strategic
Hospual, Minot AFB, North Dakota, General Kelley 1s the only indmviduadl to win
the St ategic Air Command’s Modical Teadarship Awaird for a second ume He
commandcd the Fhrling Berquist Hosputal at Offutt ATB, Nebraska sarved as Chef
of Meical Resources i the Office of the Surgeon General, and was Command
Surgoon for Paafic A Torces As Commanda of Wright-Patterson Modical Center,
Wiight Patterson AFB, Ohio, and T ¢ 1d Agent Depaitment of Defense Health
Region 5, he Jed a unit that 1ecen cd Delense Department awards for patent s
atislaction and access, as well as a Commander Installation Txcellence Uit Award
Prio1 to assunung his current position, he was Assistant Surgeon General for
Healthcare Operations, Office of the Surgeon General General kelly 1s cerufied

by the American Board of Surgery
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Appendix B Authorizing Language and
Charge to the Task Force

NAIIONAL DEFENSE AUTHORIZATION ACT FOR FISC AL YEAR OF 2007
109th Congress, Public Law 109-364

SEC 711 DLPARTMENT OF DEFENSLE TASK FORCE ON THE FUTURE OF
MILITARY HEALTH CARE

(@) REQUIREMEN T 1O ESTABLISII—The Secietary of Defense shall estabhsh
within the Departiment of Defense a task loice to examine matters relating to the
future of milita1y health care

(h) COMPOSI I ION—

(1) MFMBEFRS—1 he task torce shall consist of not more than 14 members
appomted by the Secretary of Defense hrom among individuals described 1n
patagrdph (2) who have demonstiated expertise 1 the area ot health care
progiams and costs

(2) RANGLE OF MEMBERS —1 he indivaduals appointed to the task force shall
mclude—

(A) at least one momber of each of the Medical Depaiuments of the Army, Navy,
and An Force,

(B} a numbar of parsons from outside the Department of Defense equal to the
total number of parsonnel trom within the Depariment of Detense (whether
members of the Armed Forces or avilian personnel) who are appointed to the
task foice

(C) persons who have experience in—
() health care actnanal torecasting,
(1) haalth care program and budgct developiment,
(m} health carc mformauon technology,
(n) health care performance measutement,
(v} health care quahry mprovement induding evidence-based mediame, and
(v1) woinen’s health,
(1) the sermor medical adsisor to the Chairman of the Jomt Chiefs of Staff,

(F) the Director of Defense Procunament and Acquesition Policy m the Office of
the Under Scaetary of Defonse for Acquisition, Technology, and T ogistics,

(T) at least onc membar from the Defense Business Board,

(G) at least one re prescntacve from an orgamzation that advocates on behalf of
acuve duty and rctired mombeors of the Armed Forces who has expenence in
hedlth care, and

(H) at Jcast one member trom the Institute of Mcdiane
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(3) INDIVIDUALS APPOINTED OUTSIDE THE DEPARTMENT OF DEFENSE -~

(%) Indnaduals appomted to the task force from outside the Depai tment of De
fense may mclude officers or emplovees of other departments or agencies of
the Feder il Governinent, otficers o employees of State and local governments,
ot indwviduals fiom the private sector

(B) Indn xduals ippointed to the task foice from outside the Depaitment of
Detense shall include—

(1) an officer o1 employee of the Depaltiment of Veterans Affaus, and

(u) an officer o1 employee of the Deparument of Health and Human
Se1vices

(4) DLADLINE TOR APPOINTMENT—All appomntments of mdividuals to the
task force shall be made not later than 90 d ivs after the date of the enactment of
this Act

(5) CO-CH AIRS OF TASK FORCE —There shall be two cochairs of the task
torce One of the co-chans shall be designated by the Secretary of Defense at
the umc of appomntment from among the Department of Defense personnel
appomted to the task torce The other co-chan shall be selected from among
the members appointed from outside the Department of Detense by members
so appomnied

(€) ASSESSMENT AND RECOMMENDATIONS ON 1 HE FUTURE OF MILITARY
HEALIH CARE —

(1) IN GENLERAL—Not later than 12 months ifter the date on which all members
of the task torce have been appomnted the task force shall submt to the Secretary
a report cont unmg Reports containing an assessment of, and recommendations
for, sustammg thc miitary health care services being provided to members of the
Armed Forces, retirees, and thewr fanulies

(2) UTILIZATION OF OTHER EFTORTS—In prepaing the report, the task
force shall take mmro consider ation the findings and 1ecommendations included 1n
the Ticaltheare lor Milary Retrces Task Group of the Defense Business Board,
previous Government Accomntabihity Office reports, studies and 1eviews by the
Assistant Secretdry of Dokense for Health Affarrs, and any other studies or
rescarch conducted by orgamzations 1cgarding prograin and orgamzauonal
impovenents to the military health care system

(3) FI FMENTS—The assessinent and 1ccommendations (incJuding recommenda-
vons for legislatne o1 admuinistratve action) shall include measures to address the
following

(A} Wdllness mitiatives and disease im inagement progiams of the Department
of Dctense, includmg health 1isk 1 acking and the use of rewaids for wellness

(B) Fducation programs focused on prevention awareness and patient-mitiated
health care

(C) The ability to account for the true and accur ate cost of health caie 1n the
military health system

(D) Alternative health care miatves to manage paticnt behavior and costs,
mcluding options and costs and benefits of a universal emollment system for
all TRICARE users

(L) The appropi tate command and control structure within the Department of
Defense and the Armed Forces 1o manage the milita1y health system

(F) The adequacy of the military health care procurement system, including
mecthods to st eamhne existing procurement activities
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(() The appropriate mix of military and cvilian personnel to meet future
readiness and high-quality health care seivice yequnements

(H) The beneficiary and Gover nment cost shaing structure requued to sustain
nulitary health benefits over the long term

(D Progr ims focused on managing the health care needs of Medicai e-ehigible
military beneficiaries

(J) Efhaient and cost etfective contiacts for health care support and stathng
services, mchuding performance-based requar ements for health care provider
rexmbursement

(dy ADMINISTRATIVE MATTERS—

(1) COMPENSATION-—Each membes of the task force who 1s a member of the
Armed Forces o1 a civihan ofhcer o1 employee of the Unuted States shall serve
without compensation (other than compensation to which enutled as a member of
the Armed Forces or an officet or employee of the Umited States, as the case may
be) Other members of the task torce shall be treated for purposes of sechion 3161
of utle 3, Umited States Code, as having been appointed under subsection (b) of
such section

{2) OVERSIGHT—1he Under Sceretary of Defense for Personnel and Readiness
shall oversee the activiues of the task force

(3) ADMINISIRATIVE SUPPOR [—1 he Washungton Headquarters Seivices of
the Department of Defense shall provide the task force with peisonnel, taailities,
and other admimistiative support as necessary for the performance of the duties
of the task torce

(4) ACCLSS 1O FACILI11ES—1 he Under Sccretary of Defense for Personnel and
Reaciness shall 1 coordmation with the Scarctaries of the nulitary departments,
Lnsurc appiopriate access by the task force to military installavons and faalities
for pur poscs of the discharge of the dutes of the task torce

(¢) RFPORTS—

(1) INTFRIM RFPORT—Not lata than May 31 2007, the task forcc shall submut
o the Secretary of Defonse and the Committees on Armed Services of the Senate
and the Housc of Representatives aninterimeport on the actvities of the task
force At a mammum, the report shall imncdude mtanm findings and recommenda-
tions 1cgarding subscction (Q(3)(H), particulanly with 1egard to cost sharing under
the pharmacy benefits program

(2) I'INAL RFPORT—
(A) The task force shall subont to the Secrctary of Defense a final report on ats
activitics under thrs section The 1eport shalt indude—
(1) a desanption of the acuvities of the task loree,
{nn) the asscssment and 1ccominendations 1equired by subscction {0, and
() such other matters 1elating to the actvities of the task force that the task
force considers appropriate

(B) Not later than 90 days after receipt of the report under subparag aph (A), the
Secietary shall nansmut the report to the Comnuttees on Armed Services of the
Senate and the House of Representatives The Secietary may include m the transmut-
tal such comments on the 1eport as the Secretary considers appropniate

{f) TERMINATION—The task {o1ce shail teimminate 90 days after the date on which
the final 1eport of the task foice 1s transmutted to C ongress under subsection (e}(2)
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Appendix C Prelimmary Findings and Recommendations
from the Task Force's Interim Report

DoD analysts project that DoD health care costs will nise from $38 billion 1n 2006 to
$64 billion 10 2013, which v anslates to an increasing proportion of the DoD Total
obligauon Authorty trom 8 peicent to 12 percent The increase in DoD's health care
obligations places signiticant challenges before the defense health system

In order to achieve even a modest recuction 1n the 1 ate of growth, while preserving
the generous benefit due to and earned by our Uniformed Service members and
therr famulies, DoD must pursue both the implementation of best business and
management practices and the adjustment ol hindancial incentives and cost shares

Based on 1ts deliberanions thus fay, the 1ask Foyee offers the following preliminary
findings and 1ecommendinons 1elative to DoD health care costs in general and to
cost-sharing and the pharmacy program i particular 1 hese recommendations aie
designed to achieve gicater ethcenaes and cost savings while continung to ensure
quality health care and maintam 1eadiness 1o provide health care services during wa

Recommendations ate oftercd in the following areas nnproving business and
management praciices, idierng meentnes i the pharmacy beneht, cost-sharing and
reahigument of fee st1uctures, and ensuning that when appheable, 1RICARE 1s the
second payel

Imptaving Business and Management Practices

Ihe lask Foce has begun to cxamune best practices w the public and private health
carc scators that produce effiaencies, mcluding vmproved finanaal controls and
procurement practices and haghtencd awaroncss and gieater use ot mail order
phatmacy services  These dfiaenacs will macase the cost-effectiveness of the
malitary health care system

In undertaking changes m practice or pohiey, pilot studies and/or damonstiation
projects should be used to assess the feasibihity ind cost-clfcetivene ss of new 1deas
These studics and progects can be accomphshed mose guickly than systemme changes
that probably will requie statutory changes

1 Review the DoD Pharmacy Contract Process

Findings

Cunent practices m the Do) pharmacy procurement process appedt to posc
obstadles to ncgotiating both best price and best use Additionally, some have

mtel preted legal provisions goverming benefiaary contact as prohubiang muluple
targeted programs to mciedse home delnery that have been used successfully in the
private sector The last iteration of TRICARE Contracts (T-Nex) promoted a contract
emuonment that focused on outcomes and best business p1actices The Task Force
heard from sever al current TRICARE contractors who spoke of their inabihity to
implement then best business practices because of government regulations and/or
strict interpretation ol requuements
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Recommendation

11 DoD should review ats pharmacy acquisition strategies to determune 1if changes
can be made to eHect greater 1eductions in the cost of drugs and to foster improve-
ments 1n effcctne unihization In domg so, DoD should consider pursuing policy,
regulatory, andsor statutory changes that would allow o alternative commer cial best
practices to be ninplemented when i the best mterests of the govanment

2 Conduct Eligibiity Audits

Findings

Audits of tvpical avilian health caie plans have found that a substantial poition of
pavments ate made foi patients who are not ehgible tor cate Whule the percentage
of er1oneous payments may be small, the savings can be large, grven the amount of
expendines The Task Force did not see any evidence of extensive ehgbihty audits
conducted by DoD or analyses of the accuracy of the Defense Enrollment Lligiblity
Reporting System (DLERS) personne] system in determning eligibility

Recommendations

21 An independent audit of TRICARE 1s necessary to deternune the adequacy of
control measutes that ensure that only those who are eligible are 1ecening care

2 2 An audit of DLERS accutacy 1s needed bevond simply verstying ID cards at the
pomnt of service for care

Altering Incentives 1n the Pharmacy Benefit

The lask Force was buicfed on best practices m the public and private sectors to
control prosaription diug costs, including the provision of incentiies Lo mmciedase
genene prosoapuon use and the use of mail order pharmacy services The Task
Force devdoped the following rccommendanons to lower tuture spending over what
otherwise would have occurred

3 Promote Mail Order and the Usc of Generics

Findings

Phaimacy services, including prescnpuons filled at Mihtary [reatment Facilities
(MTIlys) and outaide of tham, cost the DoD health care system $6 18 billion 1n 2006
and costs are eapected 1 reach $15 bithion by 2015, bascd on cunrent nends  The
Task Foree heard com mang argwmcents that private sector plans have been able to
1educe the growth in phatmacy costs while retaming chmical effecuvencss by provid-
g bendficaries with greater mcentines to utihze prederred drugs and fill mamte-
nance prosaaptions using mail order services Generie drugs have the Jowest copay-
ment, followed by formulary drugs and nontormulary drugs Howeover, current Do
phdimacy copayment poliacs do not provide adequate icentives for patients to use
the most cost-cHectve alternatsies, such as the mail order pharmmacy o an MTF
Fmploying finanaal mcentives to encow age the use of the mail ordar pharmacy
auoss a1l benefictary groups should decrcase 1etail pharmacy costs while preserving
access to the local pharmacy

I
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Recommendations

31 Copavments for presaiptions filled outside an MTEF should be changed 1n order
to alter incentives DoD should increase the differentials m copayments to ma ease
the use of more cost-effccure pracuices In ats final teport, the Task Force will make
more speafic teconnendations about pay ment structure

3 2 DoD should cngage m 1n outreach program to publicize the value of using the
TRICARL Mail Order Pharmacy (TMOP) progranm and generic drugs, ushzing the
hest practices followcd by prnate companies i oydes to achieve savings

Cost-Sharing and Reahignment of Fee Structures

In1ecognition ol the vears of demanding service that militar v retirees have provided
to the Nauon the Task Foice belteves that nulnary retrees should recewe health
care benefits that are generous compaiedwith US public and private plans Con-
gress also has 1ecognized this contnbution Much of the increase in the cost of DoD
health care 1s attnibuted to exphat benefit expansion Between 2000 and 2007,
benefit expansion accounted for 64 percent of the imna ease m cost—357 percent for
over-b3 care ind 7 peicent tor under-65 care ' However, when benefits have been
expanded, it is not dear whether such expansions were implemented with an
assessiment of the impact that thev would have on {uture costs or whether they weire
based on projections of the need for cost-shaning

The Task Force believes that cost-sharing policies must be set in such 4 way that they
are fan o America’s taxpavets by ensuning the judiaous use of scarce federal
resources The cost-sharmg stucture between the benehuary and the government
for health care se1vices provided by the Military Health System (MHS) has remained
unchanged, despite 1apidly rising costs Benehaaites under the MHS incur far lower
out-of-pocket costs than do their counterparts in the aniltan sector for comparable care

4 Increase the Share of Costs Borne by Bencficiaries

Findings

According 1o DoD, since 1996, nulitary helth care prenuums paid by indpadual
nuhitary rearees under age 65 utihzing DoD's most popular plan (1RICARE Prime)
have fallen from 11 to 4 percent when measured as o percensage of total health care
costs ¢ By comparison, prenums for emplover-provided plans in the envialian sector
deucased shgluly, from 28 percent i 1996 10 25 percent in 2006 * bederal civilian
retirees pay out-of-pocket costs of about 25 percent of total costs in the Federal
Fuiployees Health Bencdut Plan (FEHBR)

Trends m out-of-pockets costs (which include premmunsicmollinent fees, deductibles,
and cop nmentsy suggest the same pattaan Total out-of-pocket costs have risen much
more slowly for mlitary wetinees than for avibanacurees Spoofically, for mibitary
1etirees under 63 who are cnrolled in TRICARF Prime, out of-pocket costs rose 2 6
percent from 2003 o 2005, while out-of-pocket costs in avilian HMOs have 1sen

21 2 percent for the same paiod (TRICARF 2003 $727, 2005 $746--HMO 2003
$3,036, 2005 $3,681)~

! Johw Kekults Speriad dssistant Io the Assrstant Secrelan of Defense Health Affarrs and Farmer Deputy Assistant Secaetary of
Defense Health Affarrs Office of the Secvetary of Defense Sustenng the Midstary Health Benefit Brief to the Task Force
January 6 2067

2 The Malstary Compensatton Svstem ( ompleting the Transtion 1o an All Volunteer Firce Refrond of the Defense ddvisory
Commitee on Miltlary Compensalian Apnd 2006 p 79

3 thid

4 FFHBPla o P1 105 33 approved dugust 5 1997

5 Fuvaluation of the TRICARF Program 1he Health Prog sam Analvas and Fvaluatvon Directorate TRIC ARF Management
Artrvity w the Office of the Assistuni Secretary of Defense (Health Affairsi Maich 2006 ¢ 8%
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Arevised cost-sharing system would shift some costs, but more importantly, it could
provide incentives for beneficiaries to change then behavior snways that would slow
the rate of cost growth For example, 1evisions 1n cost-sharing may cause fewer
retnees to diop prnvate coverage m favor of TRICARE, and such revisions may foster
more mdmdual responsibility for wellness and preventive care

Recommendations

4 1 The poruon of costs borne by beneficiaries should be inc1eased to a level below
that of the cusrent FI HIBP o1 that of generous private-sector plans and should be set
at o1 below the level in ciect m 1996 In 1ts final 1eport, the Task Force will recom-
mend speafic cost-shaiing proposals and an accompaming set of enroliment fees
and copayment levels

4 2 Incseases 1n cost-sharing should be phased n over thiee to five years to avord
precipitous changes 1£ Congress believes that mcieases in cost-shaiing are too large
relative to the amounts of retired pav, 1t should consider a one-time inciease m
nslitary setned pay 1o offset part or all of the increase

5 Index Premiums and Deductibles

Findings

T he lask Force notes that increases in medacal infation have, fo1 some vears,
outpaced growth in osarall inflanon as measwred by the Consumer Price Index
Even if Congress phases m an adjustment 1 cost-sharing for military retirees, as
recommended above, the share gradually will £1]] unless achions are taken to mmdex
the costs borne by retirees

Recommendations

51 There should be an annual indexing of the premnims and deductibles pad by
unda-63 military retnecs T s final reporg, the Task Force will recommend a
specific approach to ndexing Tn addition, perodic adjustment should be made to
the cat wtropluc cap These adpustments should avord athor biequent changes or
mereases that over time arc ¢xcessively large

5 2 Recommaendation 3 1 will cause out-of-pocket costs for mdividual mihtary retirecs
to tise more 1aptdly than then sctired pay (which ss macased annually based on the
Consumer Price Index) Al Amaiicans face out-of-pocket health care costs that are
riseng fasta than averallinflanon 1 Congress behieves that reurces should not bear
all of these added costs, 1t should paiodically legislate special mercases in retired
pay to make up for some or all of the mcreases m the portion of 1cuirec health care
costs borne by mdviduals

3 3 Dol should incrcase pramiums and cost-shanng tor under-65 mthtary retirecs so
that the cost ditterantial botween TRICARF and private plans is smaller than it s
carrently Pramiums and deductibles should be indexed tor mereases on an annual
basis according to an appropriate and widely acceptable mdex The Task Force has
not yet had time to consider opnions for incieasing or mantainng the use of private
coverage Inats final report, it will esplore 4 vaiiety of potennal strategies, for
example

* providing a supend to employers to encourage 4 higher rate of use by employees
who ate eligible for TRICARE,

* providing a stpend to a4 health savings account to those who choose not to
partuicipate w TRICARE, and
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» oflering some form of supplamental coverage 1o under-63 retnees who retain therwr
private health msurance and do not use TRICARE Thas * TRIGAP” insurance
would inciease the mcentne for retirees to mamntam ther private health care
msurance The coverage would be analogous to Medigap insw ance and would be
hnanced by DoD

& Tier the Payment Struciure

Findings

All military retuees, under 1ge G5 o1 not otherwise Medicare-eligible, regardless of
1ank o1 retued conipensation, pay the same ndividual o1 famalv enrollment fees
DoD has 1ecommended that enrollment fees and deductibles vary 1n size based on
an indsadual’s pay grade atietnement, with higher-grade retuees paying larger
amounts

Recommendation

6 1 Enrollment fees, deducuibles, and copayments should be taslored to dafferent
arcumstances such as retired pay grade However further study 1s needed before
propusiing speahe iccommendations for vanances in the benehaary share of costs
In 1ts final report, the Jask Foice will provide more spcafic recommendations

Ensuring That TRICARE Is a Second Payer
7 Audit Compliance with TRICARE Law and Policy

Findings

Although, under law, I R1C ARE 15 intended to be a second-payer system, insufhcient
data arc wailible to condude that 1t an fact 1s the second paver 1n all cases In
addition, the National Dedonse Authotzation Act of Fiscal Year 2001 expanded

1 RICARE bendits for cligible bene fictanics who are 65 and oldar and enrolled in
Mcdicare Part B Undur TRICARE for Life, FRICARY becomes the second payer to
Mcdicare for medical care that 1s a4 hencht unda both Medicare and TRICARF

I'he 1cdatively small portion of TRICARF costs borne by indmidualretirecs encour-
ages retiees with ateess 1o prnate sector plans to diop their private coverage and
1ely on TRICARF 4 thar primary plan DoD estumatces that approxunately 72
percent of retirees under age 65 arc working and have access to private sector health
insurance ® “Among those with access to an employer health plan, 35 percent pad to
cnroll m T RICARF Prime and 62 parcent soughte care thiough some TRICARF
opuon ™" Thus, nearly tmo-thirds scek care through some tvpe of TRICARF bencfit

Recommendation

71 DoD should commussion an independent audit to deterimne the level of comph-
ance with law and policy 1egarding TRICARE as second payer

& The Mustary Compensation System Completing the Naviatton to an All Volunizer Force Reporl of the Defense Aduvisary
Commttee on Milstary Compensation Aprid 2006 p 78

7 lnd
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Yssues for Future Consideration

In the couse of 11s delibar ations, the 1ask Yoice idenufied several other 1ssues
1elevant to cost shaning and potential improved efhciencies i the MHS, mcluding

* recent proposals to reorgamze military health care and increase the sharing of
common services across DoD),

* strategies for modifying the pharmacy acquisition process to achieve greater
savings and improved utthzation, and

* the eftects of the transinon of the Guaird and Reserve from a strategic force to an
operational force—<peahically the cffects of mobihzauons and demobilizations on
beneficaries as they access the healthcare system and on Dold healtheare costs

In addition 1o refining 1ts analyses of the 1ssues presented in this report, the lask
Yorce will further explore these topics as well as assess and imake 1ecommendations
peitaming to the claments listed tnoats charge

[
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Appendix D Meetings and Presentations

January 16, 2007
Arlington, Virginia

Allen Middleton, Acung Deputy Assistang Secretarvy of Detense ton Health Affarrs
and Acung Chic Fmanaal Otficer, 1 RICARE Management Aciivity Overview of
Military Health Care System and Defense Health Program

John1 Kokuls Speaial Assistant 1o the Assistant Sceretary of Defense for Health
Affans Sustammg the Bencfit

M Willlam Winkenwerdar, Assistant Secrctary of Dedense for Health AHars
C omments

Mt David Chuy, Undear Scactany of Defanse for Peysonnel and Readimess C omments

February 6, 2007
Washington, D C

Major Genargal Robat Snuth, U'S Avmy Reserve (Ret ), Task Force Manber
Presentation Back Brief on Meetimg with Advocacy Groups

fean Storck, Chuef, Health Plan Oparations, TRICARE Managoment Activity, Office
of the Assistant Secretary of Defense {on Health Affairs Presentauon TRICARE
Contracts Ouver et

Rear Admu al Thomas | McGinnis, US Public Health Sevvice, Chief, Pharmaceuts-
cal Operations Durectorate, TRIC ARE Management Actinity Office of the Assistant
Scaetary of Defense [or Health Affans Presentation Ouerview of the DoD Pharmacy
Program

Captain Patricia Buss, Mcdical Corps, US Navy, Chan, DoD Pharmacy and
Therapcutics Committce Presentation Querview of the DoD Pharmacy Program

February 20, 2007
Washington, D C

Lieutenant General Kevin C Kiley, Swigeon General, US Army and Commanding
General, Army Medical Command Presentatton Army Surgeon General Brief

Vice Admital Donald Arthur, Surgeon General, US Navy and Chuef, Navy Buteau
of Medicine and Surgery Piesentation Nevy Medicine

Major General C Bruce Gieen Deputy Susgeon General, US Aur Force
Presentation Awr Force Medical Service 2007

Mayor General Joseph Kelley Joimnt Staff Surgeon, the Joint Staff
Presentation Jowni Staff Surgeon Briefing
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March 7, 2007
Washington, D C

Joseph L Barnes National kExecutine Sectctary, Flect Reserve Association and
Co-Chawrman, the Mihtary Coabnon Submnted winten statement for the 1ecord

Colonel Steven Suobridge, Unued States Awr Force {Ret ) Dneuor, Governmen
Relauons, Military Otficers Association of America (MOAA), and Co Chanman, the
Miltary Coalitton Subnutied written statemem for the record

Joyce Raezer, Chiet Operatung Otficer, National Miitary Famuly Association, pre-
sented on behalt of the Nauonal Miltary Famuly Association Submitted written
statement for the recotd

Dardre Parke Hollomon, Legislative Dirccton, the Retnred Folisted Association,
presented on behalf of the Retned Endisted Association Submitted written statement
for the record

Rick Jones, I egislative Dnector, National Association for Uniformed Services,
presented on behalt of the Nanonal Assoaaoon for the Uniformed Scrvices
Submitted written statement for the record

Captam Michad Snuth, U'S Navy Reserve (Ret), National President, Reserve
Officars Assonanon of the Unmed States, presented on bahall of the Reserve Officers
Assouation Submitted written statement for the record

Michacl H Wysong, Dncctor, National Sceurity and Foragn Affarrs, Veterans of
Foraign Wars of the United States Wiatten Statement for the rccord

D Michael Duggan, Dcpury Dircctor, National Sccurity Comrmission, the Amcerican
Legion Written Statement for the 1ecord

The Naval Reserve Association Whitten Statement for the 1ecord

Mary Ann Wagnes, Regstored Pharmacist, Semor Vice President Policy and
Phaimacy Regulatory Affans Nauonal Association of Cham Drug Stores (NACDS)
Presentation Natonal Assecration of Lhain Drug Stores

Julie Khani, Vice Presudent, Federal Health Programs, NACDS
Presentation Natronal Assocration of Chamn Drug Stores

Debbie Garza, Registered Pharmacist, Director, Government and Community
Relavons, Walgreen Company Presentatsion Natwonal Assocation of Ghamn
Drug Stores

Jeanme Ryvet, Exccutive Vice Presdent, UnitedTHealth Gioup Presentation Tiends
and Value-Driven Health Care

March 28, 2007
Washington, D C

Steve D Tough, President, Health Net Federal Services Presentation Health Net

David } Baker, President and Chief Executne Officer, Humana Military Healthcare
Services (IIMHS) Piresentation Humana

David | McIntyre, Jr, President and Chiefl Executive Ofhicer, TniWest Healthcaie
Alllance Piresentation Trilest

Dt
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Apri 9, 2007
San Antomo, Texas

lown Hall Meeting—Open 1o Pubhic, Sam Houston Club, Fort Sam Houston

April 10, 2007

San Antonio, Texas

Spouse Panel

Diine Rohrbough, U'S An Foice (spouse was in the Medical Service Corps)
Ehcabeth Radke, U'S Navy Veteran (spouse 1s Active Duty Marine)

Kathy Shatfer, L S Air Force (spousc ot 1etired Brigadier Geneiral)
¥hzabcth Medley, US An Yore, (spouse of US Awr Force physiaan)

Enhisted Pane!

Sergeant Fruly Little, L S Army

Seigeant Tirst Glass Santos Alonzo, US Army

Scnior Master Sageant Douglas Onwilel, US Air Forcc
Statt Scrgeant Martlyn Clayton, U S Aur Force

Master at Avms st Class I inda CGodkely, US Navy
Setgeant Chad Rozansk, US Armny

Guard and Reserve Panel

Lieutenant Colonet Grant Olbiich, U$ Marine Cot ps
Sergeant First Class Santos Lopez, US Army

Hospital Corpsman 2nd Class Gary Ard, U$S Navy

Aviation Machimst’s Mate 2nd Class Eric Mickett, US Navy
Master Sexgeant David Snuth, MO FWANG) U S AirTorce
Major Mark Goldstern, US Air Force Reserve

Officer Panel

Captain Jerome Snuth, US Arnmy, Signal Corps
Fust Lieutendnt Sean Thomas, US Aimy

I teutenant Suzanne ] Wood, US Navy
Captain Regina O Samuel, US Air Force
Major Robb | Passinault, US Aw Force

[ icutenant Commander Joseph P Lawience, US Navy, DoD
Phaimacoeconomic Center

Rebired Panel

Major General Hetbert Eminuel, US Aun Force (Ret ), former Execuuve Vice
President of USAA (United Services Automobile Association)

Colonel Homer Lear, US An Force (Ret ), Texas Silver Haned Legislature
Myor General Thomas P Ball i, MD, US An Force (Ret) Currently, Cluef

of Urology and Dnector of Residency Program University of Texas Health Science
Center

Biigadier General Patrick O Adams U S Air Foice (Ret) Currently, Vice President,
Human Capital Solutions

Major General Harold Timboe, M D, US Avmy (Ret) Currently, Assouate
Vice President for Reseaich, University of Texas Health Science Center


http:Assou.i.te
http:5<.rgc.mt

CASK F DR B Yy HE b STURE CFE 3L ary 5 &) | 1 upE

April 18, 2007
Washington, D C

David M Walker, C omptroller General of the United States, Government
Accountabihity Othee (GAO) Presemiation DoD s 21st Century Health Care
Spending Challenges

kenneth O Klepper, President and Chief Operating Otficer, Modeo Health
Solutions, Inc Presentation Medco

Jefirey L May, Senior Vice Presdent, Diug Distiibution and Control, Medco Health
Solutions, Inc Presentation Medeo

I orramne I ewis, Exccutive Dnector, Uuted Mine Workers of Amerwca, Health and
Reurement Tunds Piesentation Outieach Programs Generies, Moyl Order and other
Healthcare Services

Dr Joel Ravet, Dinector, Managed Care Program Dovddopment and Rescarch, Umited
Mme Workers of Amaiica Health and Reurement Funds Prosentatum Qutieach
Programs Generws, Marl Ovder and other Healthcare Services

Wilkiam Clasholm, Ducctor of Operavons Umted Mine Workers of America Health
and Retnmement Tunds Presentation Outicach Programs Generies, Maid Order and
other Healthcare Services

Joan Hunter Veal, Semor Manager, Pharmacy Programs, United Mine Workers of
Ametica Health and Retirament Funds Presentanon Oubreach Programs Genenies,
Mail Order and other Healthcare Seirvices

D Peter B Colhins, Mcdcal Duector, Unted Mine Workers of Amaeinica Health and
Retirement Tunds Piesentation Outieach Programs Generies, Mal Order and other
Healthcare Services

Nancy (nlbride, Vice President and General Manager TRICARE Pharmacy Division,
Express Sciipts Prescntation Express Scripis

Dr Steven B Miller, Cluel Mcdical Officer, Lxpress Sapts, Inc and CuraSeript
FPresentation Expiess SCnpts

Apnl 25, 2007
Washington D C

Chnistopher Singer Executive Vice President and Chief Operating Officer PhRMA
{(Pharmaceutical Research and Manufacturers of America) Presentation PhRMA

Richard Smuth, Semor Vice President Policy Reseaich and Strategic Planning,
PhRMA Piesentation PARMA

Ann Leopold Kaplan, Assistant General Counsel PhRMA Presentauon PhRMA

Tdward L Allen, Vice President, Cealition for Government Procurement
Presentauon The Coalition for Governmen! Procurement

Donna Yesner, Eksq, Partner, McKenna, Long, and Aldridge, LLC Presentation
The Coalition for Government Procurement

1
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May 22, 2007
Washington, D C

Maushall K Bolyard Enecuine Divecror of the US Fannly Health Plan for
CHIRISIUS Health Presentation US Famaly Health Plan

Linda Dunbar PhD, Vice President of € are Management, Johns Hopkins
HealthCare, LLC Presentation US Family Health Plan

Robert B Stone, Exccutive Vice President and Chiet Strategy Othcer of Healthways
Presemation Healthway—Task Force on the Future of Malitary Health Caie

James Pope, MD, Executne Vice President and Chief Operaung Officer of Health-
ways Prosentatuon Healthways—Iask Force on the Future of Military Health Care

Davter Shurngy, MD, Semor Vice President and Chief Medical Otheer of Healthways
Presentation Healthways— Fask Force on the Future of Military Health Care

Aslam (O} Kahn, MDD, Sciior National Medwal Officer of ( IGNA HealthCare
Prosentation DoD Presentafion

Jean Rush, Prestdent of CIGNA Government Services, a subsidiary of GIGNA
HealthGare Prosentanion DoD Presentation

T'len ¢ Bonner, Vice President and Senor Gounsc of CIGNA Govanment Services
Presentation Dol) Presentation

July 11, 2007
Washington, D C

Colonel Paul R Cordts Medical Corps US Army, Directon ITealth Policy and
Services, Office of the Suwigeon General, US Army Presentation Ay Medical
Department Changes to Improve 1ealtheare OQutcomes

Jack W Snuth, MDD, MMM, Actmg Deputy Assistant Secretaty of Defense for Health
Affans Chnical and Pyog un Pohey Chiet Medical Officer, TRICARE Management
Acuvity Presentation Miitary Health System Disease Management and Campagn for
Healthy Lafestyles

Licutenant Colond Willam G Maver, Medical Corps, US An Force, Deputy Chuet,
Preventive Medicaine Oparatonal Pravention Division, An Force Medical Support
Agency, Office of the Air Force Suigeon General Presentation Awr Force Wellness and
Dusease Management Inttiatives

Captain Neal A Naito, Medscal Coips, US Navy, Directon of Public Tealth, Bureau
of Mediune and Siigery Presentation Navy Wellness and Disease Management
Programs and Inttwatives
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July 25, 2007
Washington, D C

Jen Storck, Chiet Health Plan Operations, 1 RICARE Management Activity, Othee
of the Assistant Scaetary of Detense for Health Aftairs Presemation Futwe of
Maihitary Health Care Hearing TRICARE Management Actrinty

Michael W O'Bar Director, Benchits Dnvrsion, I RICARE Management Activity
Prescntatton Quadienmal Defonse Revew Roadmap for Medwal Traonsformation
hutiatives

Willlam (Bil) H Howell Prmcpal Assistant, Acquisition, U'S Arimy Medical
Rescarch & Matertal Command, U S Army Presentation Biief to the Task Force on the
Futwre of Military Health Care

Colonel Farle Stath 1T, U' S Army, ( ommander and Prinapal Assistant for Contract-
myg, Health Care Acquisttion Activity, U § Army Medical Command Presentation
US Army Mediwal Command Health Care Acquisition Actwity — Briefing for the Task Force
on the Futine of Military Health Care

Fugene | Smuth, Attorney-Advisor Office of the Staft Judge Advocate US Army
Medical Command Piesentation Braef to the Task Force on the Future of Muitary
Health Care

Andrew € Mucnzidd, Dircctor, Healthcare Services Support, Naval Medical
T ogistics Command, U'S Navy Prosentation Buef fo the Jask Force on the Future of
Muhtary Health Care

Ierry I Horst, Dircctor of Acquiation Managoment, Tead of Ti-dorvice DoD Diug
Tesung Program, Naval Mcdiwal Logistics Gommand, U S Navy Presentation
Briefing for the Task Foice on the Future of Military Ilealth Care

Iicutenant Colonel Joseph B Murow, Medical Service Corps, U S An Force,
Durector, US An Force Medical Savice Commodity Councdl Presentation Aer Torce
Meduwal Service Commoduy Councd

September 5, 2007
Washingion, B C

Susan D Hosek, Semot Feonomist, Co-Duector of the Center {or Military Health
Policy Research, the RAND Corporatson Presentanon Reorganzng the Military
Health System  Showld There Be a fomt Command?

Eric W Christensen, PhD, Semor Project Director Center for Naval Analyses
Presentavon Cost Implications of a Unified Medical Command

Stephen L. Jones, DHA Prmcipal Deputy Assistant Secietary of Defense for Health
Affarrs Presentation Status Update for the Task Fovce on the Future of Mailitary Health
Care

Michael P Dinneen, MD, PhD, Director, Office of Strategy Management tor the
Military Health System Presentation Status Update for the Task Foree on the Futuie of
Mihtary Health Care

Major General Melissa A Rank, Nurse Cotps, US Aunr Force, Assistant Air Force
Surgeon General, Medical Force Development, and Assistant An Torce Surgeon
General, Nursing Services, Ofhice of the Surgeon General, US An Force
Presentation Medical Education and Tiaining Campus

1¥h
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Colond Donald A Gaghano, Medical Corps, US Army, Chanman, Executive
Integrated Process Team Presentation Medical Cducation and Traming Campus

Colond Suzanne Cuda, Medica] Corps, US Army, Co-Duector, San Antono
Medical BRAC Integration Office Presentation Nalonal Capital Region BRAC and
Integration

Colonel Charles (Chuck) 1la1din, Medical Corps, US An Force, Co-Director, San
Antono Medical BRAC Integration Office Presentation National Capital Region
BRAC and Integration

Captain Dave S Wade, Medical Coips, US Navy, Chief of Staff, National Capatal
Avea Mulu-Service Matket Otfice Presentation Nafwnal Capital Regrion BRAC and
Integration

September 19, 2007

Norfolk, Virginia

Guard and Reserve Panel

Licutenant Witliam (Wall) Brooks, US Navy Reserve

Second Lieutenant Scth Benge, Army National Guard, Pennsyhania
Scrgeant Magor John Davis, U S Aur Force Reserve

techmeal Sergeant Mike Harrs, U'S Aur Foice Reseive

Statf Sergeant Richard Davicdson, Army National Guard, Virginta
Speaalist Amanda Kendrick, Ariny National Guard, Vi ginia

Spouse Panel

1. aith Baker, US Anr Force Spouse
Bubara Chronster, US Air Foice Spouse
Jessic Hight, US An Force Spouse
Jenmifer Mancany, U S Navy Spouse
Dauphne McFarland, US Navy Spousc
115 Schuler, US Air Force Spouse

Linda Slater, US An Foree Spouse

Network Providers Panel

Dr Joscph Holhs, Solc Pracutioner, Portsmouth Gastioenterology
Dt Donald 1 cwis, Children’s Health Systems

Dr Harold Markham, Paucent First

D David Noris, General Booth Pedatrics

r David Pariser Pariscr Dermatology

Dt I'ynn Utcch, Atlantic Daumatology
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Lieutenant Colone] Bernard Robinson, US Army (Ret )
Semor Chief Petty Officer Ray Santee, US Navy (Ret)
Chief Petty Officer Cindy Tlefty US Navy (Ret)
Sergeant Tirst Class Jaz Thompson, US Army (Ret)

Lunch Panel 1

Major George Goodwin, L § Au Force

Liewtenant Dan High, US Navy

Captain Stacy Hill, US Army

Staff Sexgeant Francesca Cunry, US Army

Staff Sergeant Kristin Hofman, US Au Force

Hospital Corpsman Second Class Kevin Gordon, US Navy

Lunch Panel 2

Captan Joel Roos, U S Navy

Major Keith Anderson, US Army

Lieutenant Commander Biyan Mack, US Navy

C aptain Charles Haves, US Army

Iospital Cor psman Second Class Joli Barden, US Navy
Staft Sergeant Raul Flores, U'S Au Force

Lunch Panel 3

Licutenant Steven Strockon, US Navy

Master Sergeant Cindy Gappert, US Au Force

Statf Sergeant Chinton Carter, US An Force

Statt Sergeant Dequan Jones, US Army

Hospital Corpsnian Second Class Manuel OQlivares, U S Navs
Hospital Corpsman James Boyd US Navy

Lunch Panel 4

Magjor Aaron Koudor, U S Ar Force

Captain John Davis, U S Air Force

Technical Sergeant Fric McGoy, US Air Force
Scrgeant Alicaa Johnson, US Army

Speaalist Nicole Gilbeat, US Army
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October 3, 2007
Washington D C

Town Hall Meeting

Iank A Camm, Jr, PhD, Semior kcononust, RAND National Defense Reseaich
Insttute Presentation Thinking Stategually 4bout Military-to-Crvrhan Conversions

Jary E Pannullo, Duedio, kcononic and Manpower Analysis Dnision, Program
Anilysis & Fviluation Dircctonate, Office of the Sceretary of Detense Presentation
Military Readiness Review Process

Richard A Robbins, Head Requirements and Programming & Budgeting Drvision
Office of the Undaseorctary of Dedense (Porsonned & Readiness) Presentation
Military Readiness Review Process

Maurice Yaglom, Chict, Manpowar Progranmiming Division, Otfice of the Suigeon
Genaral, Headquarters, Deparvment of the Army Presentation Determanang the
Optimal Manpower Mix to Meet the Armys Health Care Mysion

Rear Adnural Michad H MitweIman, Mcdical Service Gorps, US Navy Directon,
Medical Savice Corps, Director, Medical Resources, Plans and Policy Diwvision,
Ofhee of the Chied of Naval Oparations Presentation Detes imning the Appropaate
Manpower Mix urthin Navy Medicmne

Coloned Denmus I Beatty, Mcdical Soniace Corps, US Arr Torce ( hudf, Medical
Programming Diviston, Othec of the An Torce Surgeon General Presentation Ap
Force Medical Service Personnel Requivements Program

Richard | Mighor, MD, Fxccutne Vice President, Business Tmtianves and Chnieal
Affans Commetcral Sarvices Group, UnitedHealth Group Presentition Healtheare
hansformation for An Older America—( rcatmg Contimuty i a Fragme nted Healtheare
Enaronment

Steve Lilhie, Deputy Chied, TRIC ARE Opcrations, TRICARE Management Activity
Piesentation TRICARE for Life

Robert (Bob) ] Moss Jr, Dcputy Dinector, Management Control and Financial
Stucics Divasion, Office of the Chief Finanaal Officey, TRICARE Management
Actnaty Presentation TRICARE for Life
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Appendix F DoD Guidance/Oversight of Wellness Inttiatives

As part of its charge, the Task Foice was asked to assess “wellness initiatives and
disease management programs of the Depas tment of Defense, including health risk
tnacking and the use of rewards for wellness " In additon, 1t was asked to review
“education progiams tocused on pievention awareness and patent-iniated health
care”

Background

DoD Instruction 6025 20

Do Inviructhion 6025 20 (January 5, 2006) implements policy for establishing
medrcal management programs within the irect Care System according to the
following directives and standards

1} DoD Duectve 1010 10, Health P1omotion and Disease/Injury Prevention
(August 22, 2009),

2) DoD Directive 6000 14, Patient Bill of Rights and Responsibilitzes in the
Military Health System (MHS) (July 30, 1998),

3} Dob Dnedne 6025 13, Medical Quality Assurance in the Military Health
System (Mav 4, 2004), and

4) Standards of the Jomt Comnussion, current edition
Instruction Number 6025 20 defines termis assoaated with medical management,
provides guidance for the inplementation of policies, assigns responsibility, and
speatfies content ko component activities withun Medical Ireatment Faciliies (M I'Fs)
Appropriate medical management progiams include disease management, case
management, and utthzation management and all components assoaated with
them Programimplemontation and success at the MTIH leved are predicates for
success i mproving and sustaming the quabty of care delivered and in achieving
Tu-S¢rvice Business Plan objcatnes, which inddude meeting the following goals

1) mmproved access o care,

2) increascd provider productivity,

3) bettcr-managed 1cfenals,

4) morc accurdte labor reporting,

5} improved documented value of care (codmg),
0) nmplemantation of cvidence-bascd health care,
7) better managenient of pharmacy expenses and
8) rcadiness planming !

The TRICARE Management Activity {TMA) defines the components of 1ts Medical
Management as {ollows

1 Dol TRICARF Mavnagrment Actotr Medieal Management Cude January 2006 Secion V 19
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Disease management 15 defined as An o1ganized effort to achieve desired health
outcomes 1n populations with prevalent, often chronic diseases, for which cate
practices may be subject to considerable yanation These programs use inter ventions
that are evidence-based to dnect the patient’s plan of care Programs also equup the
patient with infor mation and a self-care plan to self-manage wellness and prevent
complicattons that may 1esult from poor control of the disease process *

Case management 1s dehned as A collaborative piocess under the populauon health

contmnuum which assesses, plans, implements, coo1dinates, monitors, and evaluates
options and seivices to meet an mdnidual’s health to promote quality, cost-effective
outcomes

Utilization management 1s defined as An orgamization-wide, interdisciplinary approach
to balanung cost, quabty, and 115k concerns 1n the provision of pauent caie *°

The Disease Management Association of Ameiica (DMAA) defines disease manage-
ment as “a system of coordinated health ca1e interventions and communications for
populations with conditions in which panient self-care etforts are signihicant "¢ The
components of disease management mclude

* populanion idenufication processes,
* use of exidenced-based pracuce guidelnes,

* collaborative practice models to include physician and support-service
providers,

* pauent self-management education (may include primary prevention, behavior
modificaton programs, and comphance/surveillance),

* process and outcomes measurement, eyvaluauon, and management, and

* routine 1eporting/feedback loop {(may indude communication with patient,
physician, health plan, and ancdlary providers, and practice profiling)

According to the DMAA, full-ser vice discase m inagement programs must niclude all
six of these components, programs with fuwer components are known as disease
management support services ’

To be ctfective, medical managoment s mtended 1o be an integr ated managed care
mode that promotes the three core dieas as the approach to patent care Medical
management proimotes the usce of evidence-based, outcome-onented medicne that
mcorporates sound dintal practice gudehnes into the care process, in addition, 1t
allows for intcrdependency hetween the direct care and purchased care systems ®

2 Departmend of Defense Instruchion 6025 20 Mulstary Management Programs w the Direud Cave System end Remote dreas
January 5 2006

3 hd

f 1hid

5 Utihzation management 15 an expansion of tradetional wirdiafton 1evsew activsties (o encompeoss the management of all
avarlable health care resources inctudig 1eferral management

6 Duease Maragement Association of dmerica DV 44 Defination of Disease Management See wuny dman org/dm_definstion

as)
7 fbtd
8 Ind
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The implementation of a well managed medical management program allows for
accountabihity at every level of the Milnary Health System (MHS) facihity regional,
Major Commands, and ulumately DoD Guidance for the implementation and
executiont of DoD Insttuctuon 6025 20 35 outhined i the January 2006 Ti-Service
and TVA experts Medical Management Guide—DolY's reference for estabhshing
health ¢ ue delwery programs The Guude specihcally addiesses utlization manage-
ment, case management, and disease management as the approaches to managing
patient care

Assistant Secretary of Defense for Health Affairs Memorandum

AJanuary 4, 2006, Assistant Secretary of Defense for Health Affairs memorandum
outhines b oad nmmplementation guidance for DoD s Medical Management Guide

The memorandum describes DoD Instruction 6025 20 as the policy on “what to do,
and the Medical Management Gude as the “how to do 1t ™ According to the memotran-
dum, the Gurde provides a strategic overyiew for those in leadership positions and
practitioners at the facihty, chin, or bedside level 1 he memorandum encourages
‘widespread use and dissemuination” of the Gurde 1he services are responsible for
unplementation and mdndualized policies, however, the mtended use of the Grude
15 10 Lure standardization in the implomentation and execution of programs
assodated with medical management

Department of Defense Directive 1010 10

DoD Duective 1010 10 (August 22, 2003, and recertified November 24, 200%) sets
policy and 1csponsbilities tor programs m health promotion, disease and injury
praventon, and population health wihin Dol It establishes the requuement 1o
implanent these programs and to myprove population health to imptove and sustamn
miulitary 1eadiness, health, fitness, andd quility of hte for military personnel, DoD
personnel, and other beneficaiies ' 1 s directive outhines DolY's policy of suppott-
mg the Department of Health and Human Scrvices’ Healthy People Goals and
Objectives across oD by placng canpiisis on Healthy People’s lcading health
mdicators physical actvaty, overwaght and obesity, tobacco use substance abuse,
responstble sexual behavion, montal health, mjury and violence, cnvironinental
quahty, unmumzation, and dccess to care !

Responsibility

The Assistant Sccietary of Dedense for Health Atfans, under the Secrctary of
Dedense for Peasonnel and Readiness, Scorctaries of Mihitary Departments, and the
TMA Dircctor, ensures that TRICARE Arca Offices and TRICARF Regional Offices
guirantec the availability of personned to saave as medical management hasons with
TMA, Smgle and Muluservice Market Managers, MTFs, and managed care suppott
contractors through the communication and dissanination of pohicies and the
coordimation of mnedical management education and trammg actigties within local
and regional areas '2

9 Assustant Secretary of Defense Health Affwars Memorandum Medical Management Cutde fanuan 5 2006

10 Department of Defense Duectuve 1010 10 Health Promotson and Disease/Trguny Preventson dugust 22 2003

11 Ihd

12 Department of Defense Instruction 6025 20 Miditary Management Programs vi the Divect Care System and Remote Areas
January 5 2006
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In the course of 1ts deliber ations, the Task Force recernved briefings and backgiound
matertals regarding these topics on the following services, agencies, and civilian
plans

* TMA

¢ US Army Medical Department

* US Au Force

* US Navy

* Healthways, Inc

» Lniformed Services Family Health Plan (USFHS) Alliance
¢ Johns Hopkins Health Care

* CIGNA Healthcare

DoD Programs

TMA

L MA, in conjunction with the Ariyy, throughits U'S Army Cemer for Health
Promotion and Preventive Mediane (CHIPPM) and all subordinate commands within
the US Armyv Medical Gommand, the Navy, through its Navy Envinonmental Health
Center and subo dhinate commands within the Naval Medical Department, and the
Awr korce thioughits US An Force Population Health Support Division and
medical elements, dissemimates gurdance m support of DoD Instrucuon 6025 20
through the Medical Management Gunde  The services are responsible for policy
implementation m 1¢lation to patient care nianagement

Within the mussion of the MHS—" [o enhance DoD and our Nation's secunity by
providing health support for the tull range of nulita1y oper ations and sustammng the
health of all those entrusted to our care’ —I MA works within a population health
and medical management model o promote care wordination that yields the
deaired wcllngss outcomes TMA anplovs a mulufacceted approach to care manage-
mant—discase managament and 4 campaign tor healthy ifestyles

Discase Management To TMA, disc 1se managoment 1s advocating self-management
to mimimize comphcations m a patent population with the same chronic discase or
condiion ' Appropriatedy implemented discase managoment programs utihize
avidence-based medhamc/empnicdl data  the form ot cimical pracuce gudehngs
and allow for cootdinated approaches thiough communication to ensure contimuity
and decrcase vanlation in care paucins TMA has ymplomented prograns targeting
congestive heart fadure (CHF), asthma, and diabetes ™ These programs target direct
and purchased car¢ TRICARE Pinnc cmollees, while TRICARF standard bencficia-
rics are induded nta demonstration project TMA's Office of the Chiet Medical
Officar identsfies (through the use of administrative data) digible patients, based on
the following factors

* history of outpatient vistts,

* history of emergency department visits,

* hustory of hospitalizauons, and

* hustorv of medication usage (asthma and diabetes)

27 Do TRICARF Management Actunhy Medical Management Cude January 2006 p 3
14 fack Smath MD MMM TRICARE Management Activity Malstary Health System Disease Management and { ampegn for
Healthy 1 sfestvies Bryefto the Task Force July {1 2007 Shde 7
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Once 1denufied, patients are assigned to onc of four levels on a monthly basis, with
levels three and four reseived for intervention

Although a compi ehensive 1eport on this effort will not be available until December
2007, ongoing evaluation mcludes ciitical performance measuzes, such as clinical
outcomes, nihizavon, and tmanaal ouicomes Figures 1 and 2*° display baselie
Fiscal Year 20006 mechcal costs for CHF ind asthma, respectively An effectne disease
management progiam wll decrease phaimaceutical, emergency care, hospital
inpatient, and outpatient costs

FISCAL YEAR 2006 (BASELINE) CHF MEDICAL COSTS FOR
DM ELIGIBLE (LEVELS 3 & 4) PATIENTS

5 004 patients ehigible for DM thus far
{Sept 06 to March 07)

tn FY06 (the year preceding DM}

these patients had

- $63M in total CHF refated
expend:iures

— 80% of expenditures for npatient
ant emergency care

— $13 900 per member per year in
CHF related costs {out of $36 500
per member per year «n total
TRICARE costs)

W o ptafo,etem Lare (S5 RGG 0G0) WM PR mareuhicale $44 Q0
W tpa ent are (b 246 LY oW Fore grpcy vars 81 SC 0cp)

Sotoce fuck Smath MD MMM FRICARE Munagerint Ay \Dfiany Health vysien

Duete v M nag enent ana Campragn tor Healthn Tiiestyloy Bref b the Task Jorce oy 11 2607

Froue

I5 thid Shdes 11 and 12



FISCAL YEAR 2006 (BASELINE) ASTHMA MEDICAL COSTS FOR
DM ELIGIBLE (LEVELS 3 & 4) PATIENTS

25 897 patients Ell%!ble for DM thus far
(Sept 06 to March 07)

in FY06 (the year preceding OM}
these patients had
- $65M i total asthma reiated
expenditures
10% of expenditures for inpatient
and emergency care
$2 500 per member per year 1
asthma related costs (out of total
er member per year ia total
RICARE costs}

W potactapart trare % 9d PP M Pharmaciet IsEX 977 T,
MO, tyanen Care § 444000 W Lmargenny Care (§o 95 (1)

Sattred Juck Suieh WMD) AL TRIC AN M pagewend o i Muriary Health Ssvtem
Dyrweeese Managonen o Copagn for Bealtin 1 Bles buejto the Tavk Foree July 11 2007

ligur 2

Campaign for Iealthy Lifestyles TMA has awarded contracts for health promouon
demonstration and pilot projects to reverse ncgative health tiends in Acuve Duty and
multary famly populations, to make the MHS a mo1e proactive health care system
through education and awareness of lifestyle choices, and to foster partnerships with
commands, communities, and other agencacs i support of healthy hfestyle choices
The focus of the camparign s on thiee a1eas idenufied as negatrse health behavior
and as the leading causes of death m 2002 1) smoking, 2) alcohol consumption and
abuse, and 3) obesity '°

* Tobacco Cessaton A 2002 Dob survey of Health Related Behaviors among
Military Pcrsonnel 1evealed a tobacco use 1ate of 33 8 percent, an mcrease
prevalence for the fust ume in two decades Use was attiibuted primarily to
younger enhsted se1vice members Fidings fi om muluple levels of reseaich
are that 1) the availability of lower priced tobacco products in commissaries s
viewed as suppot tive of tobacco use, 2) tobacco use 1s percerved as being consis-
tent with the image of success in the military, and 3) “smoke pits” are viewed as
social settings and oppot tunities to mter act without consideration of rank ¥ The
medical care cost incurred by DoD 1 2004 as a result of tobacco use 1s estimated
to be $1 6 billion ** The overarching goal of the mibtary 1s aligned with the
Healthy People 2010 tobacco use goal to “1educe illness, disabihity, and death
1elated to tobacco use and exposure to second hand smoke ”

16 fuck Smath MD MMM | RICARF Management 4ctiots. Miltary Health Systew Diseace Management and Compargn for
Healthy 1yfestyles Brief to the Tak Force fuby 11 2007 Shde 21

17 Samuel Olasya 1 RICARF Management Achinty Information Paper on Depariment of Defense Tobacco Use Countes
Marketing Campagn January 5 2007

18 jack Smith MD MMM § RICARF Management Actnnty Milstary Health System Diseane Management and Campagn for
Healthy { ifestyles Briefto the lask Foree Juby 11 2007 Shde 13
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The Tobdcco INee Me and Quit Tobacco, Make Everyone Proud tobacco use
cessation demonstiation projects are two nutiatees that have been nnplemented
thyough TMA Tobacco Free Me became operattonal in May 2006 and continues
to reciut participants i mdet to 1each is demonstration target populauon of
400 The Quit Tobacco, Make Exvervone Proud program, piloted in February
2007, targets 725,000 18 to 24 year olds Post-implementation data aie 1equired
for 1efinement of the program if necessary ot 1equured

Alcohol Abuse Prevention Annual medical costs to DoD for active duty care
related 1o alcohol consumption are estimated to be $364 mullion Alcohol
consumpuon contributes to 20 to 25 percent of motor vehicle accident fatalities,
results 1n approsumately 700 marital separ anions annually, and totals 1,764
{full-tune equialents lost to productiniy annually fos DoD ' TMA's alcohol
abuse prevention targets the Acuve Duty population and/or 18- to 24-year-old
enlisted personnel—-it does not target the entie population of beneficiaries

Obesity Obesity and weight gam negatively affect readiness by predisposing
mdiiduals 1o musculoskeletal injury, increasiig dayume somnolence, incieasing
mulitary fitness test farlures, contributing to poor wound heahing, and leading to
mcreased 1ates of depression ind suwiade * I MA's Obesity Integrated Project
Ieam was chartered m 2004 to develop a muludisaplinary strategy to deciease
the inaidence/prevalence of overwaght ind obesity within DoD by promoting a
prograin of 1egular exeruse and healthy eatung in the milnary communuty

1he Healthy Eating and Active Living in [ RICARE Households program s a
demonsion project for an interactne weight loss program with muliiple
options, such as selt-paced activities and lIifestyle coaches accessible via the
Internet or by telephone [he pioject 1s confined 10 TRICARE Prime Non-
Active Duty benchciaries with body mass indices >25 and <31 who ate 18 (o 64
vears old and who reside in IHhnors, Inchana, Michigan, or Ohio The programs
objective 1s to deternune whether a combimation of approaches—including
distance leannung, weight loss medication, and health coachung 1s cost-effecitve
FHus project ends September %0, 2008

IMA dita additionally reference indings on tobacco cessation and obesity
through the MHS Balanced Score € ard Metrics Panel

Prevenuve Services, Nonsmoking Rates The August 2007 MHS Balanced Score
C ard Mctrics Panel reports nonsmoking rates of 72 parcent 78 pacent, and

78 percent for Acuve Duty, Prime enrollecs, and all chigibles, respectively None
of these met the Healthy People 2010 goal of 88 percent  The rates of those
counscled to quit smoking were 58 percent, 67 poraent, and b6 percent, 1espec-
uvely, for the same category of bancficary, bedow the Consumer Assessment of
Healthcare Providers and Systems benchmark of 70 percent

Preventive Services, Nonobese Populatuon The MHS nonobese population
1ates for the same benefiaary populations were 87 pereent, 78 percent, and
78 purcent, respectively 'he only population achicving and surpassing the
Healthy People 2010 goal of 85 percent is the Active Duty population #

19 Ind  Shide 30

20 Ilnd  Shde 42

21 Office of the 4\sistant Secrelary of Defense Health Affarrs Military Health Svstem Balanced Score Card Metrics Panel
August 2007
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Summary of DoD Wellness Programs

L he services, mn accordance with the medical nanagement acuvities outhned by
TMA, have umplanented scrvice-specihc wellness and disease prevention programs
At this time, service presentations and reseaich do not provide adequate information
10 daumie whether targets are bemg met 1in the a1 eas of smoking cessation and
weight management

TMA sponsors wellness matnes and pilots that support program implementation
or change 1 MA, however, does not reimburse benehcianes for some mterventions
recened outside of the MTF, one example 1s smoking-cessation interventions TMA
will reexaluate this 1ssue afier assessing the results of ongomng smoking-cessation
demonstration projects

Despite 1enened mtavennons and emphasis on preventing suides, suicide rates
the Avnmiv have mcreased, while data indicate that the Air Torce has an extremely
suceessful swadc prevantion program The services would benefit hom continued
momtonng of these programs at the MHS level

The An Forcds Health and Wellness Center 1s a modcd for the MHS and supports
wellness munaus cs with appropriate quahificd statf, physical space, and command
emphasis This model dedners and ranforces wellness imuatives and faciliates
comprchensive program ovaluation, documentation of outputs, and cost analysis o
determine return on i estment
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Appendix G Additional Information on Procurement
and Contracting

Contracting for Direct Care Medical Services

The Air Force, Avmy, and Navy cach has a separate organizational structure that
supports contracuing tor direct care medical seivices The National Defense Authors-
zatton Act (NDAA) f;r Tiscal Year 2001 requned the Secretary of each military
department to establish at least one center of cxeellence in comracting for services
Both the Army and Navy have centralized acquisition activities, while the Air Force
wses medical service commodity counals that centr alize acquisition strategy develop-
ment while mantaming decenualized ordering Key eliments of the ovgamizational
structures are described below

Army Health Care Acquisition Activity

The Avmvy has the largest orgamzational structure dedicated to health care procure-
ment Inthe US Army Medical Command (MEDCOM), all rcqunements for direct
care medical sarvices genarally flow trom the Militayy Tacatiment Fachties (MTFS)
through 1ts six Regional Contactimng Offices to the Atmv’s Center for Health Gare
Contracting (C1CCY CHCOC 15 colocated with the Health € are Acquisition Activity’s
(HCAA') headquartars at Tort Sam Houston, Texds, and 1s the hub for MEDCOM-
wide contract support Tt also s dedicated to providing conti actual mstruments
designed to faahtate the support that Regional Contracting Offices provide to then
respective regions The A1my aligns its yegional organizational structure to serve the
nceds of customes s within that Regional Medical Command

TICAA' prumanly contracts for health care services m support of the Army Medical
Department (AMEDD) HCUAA awards and adminstar s contr acts for a variety of
services, indluding nursaing saivices, transciiption seivices, 1eference laboratory
se1vIces, Imaging manitenance sarvices, and serviees provided by physician, dentists,
pharmacists, a vatiety of medical-specific technicians, and ancillary personnel
TICAA also contracts for other health care-rdlated services in support of the A1my
health care mussion, and it serves as a secondary contracting source to AMEDD for
medical equipment and supplies

Navy Naval Medical Logistics Command

In 1987, the Buieau of Medicine and Surgerv (BUMED) consolidated operations at
the Naval Mcdical Logisties Commuand (NAY MEDLOGCOM) for most health cate
services cont actng above the sumplified acquisiion threshold # NAVMEDLOGCOM
specializes i the acquisition of health care services, supplies, and equipment Its
contracting authoiity comes from the Naval Supply Systems Command and ts
program management fiom BUMED Most health care se1vices contracts include

a base year 1ind four option pertods for a total of five years NAVMEDLOGCOM
uses two methods to procure health care services Individual Set Asides (ISAs) and
Request for Proposals (RFPs)

1 Se hean medeom amedd army andidefault him

2 The simplified acquasrison threshold 1 B100 001 excepit for acquistlions of supples or services that as determmned by the head
of the agency are o be wsed to support a contingenry operation o1 1o fuchitale defense agamst or recavery from nuclear
biological dhemsead or yachologreat attack (41 175 € 128a} the levm means 1) 8250 000 for any contract to be awarded and
perfarmed o purchase to be made side the Uhnted States and 2) $1 mihon for any contredd ta be awarded and performed or
purchase o be made outside the United States
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The Navy provides technical support for direct care medical services acquisitions
thiough the NAVMEDLOGCOM Healtheare Services Support Duectorate The
Acquisition Man igement Duecto ate has procurement authority and conducts
acquisitions for personl services contiacts * Flect Industrial Supply Center Noifolk
Detachment Philadclphia has procmement authority and conducts acqusitions for
n(mpel sonal services contracts

Air Force Medical Service Commodity Council

The Seuretary of the Air Force for Acquisttion 1evised the A Foice Federal Acquusi-
uon Regulauon Supplement to enable the establishment and function of enter prise-
wide commodity counails in cquisiuon The An Force identifies groups of 1tems
(commodirttes) purchased by many acinvities throughout the An Force that can be
better provided (e g, faster, better quality, less expensive) if a single activity estab-
lishes and nnplements a cominon strategy and contract vehicle for them Once
established, decenu alized ordering at the established piices 1s possible

In 2005, the An Foice Surgeon General established the Air Force Medical Service
(AEMS) Commodits Counail as a strategic souw cing team partnered with the Deputy
Assistant Secretary for Contracung w look at suategic purchasing of health care
services A commodhity council 1s a strategic purchasig unit that uses a progiam-
matic approach (o icquisitions, has an approved buying shategy for goods and
services, uses spiral development—needs/funding/contracting, implements a central-
12ed strategy to save lead nme/resources, and employs a aoss-functional, mtegrated
sourcing team AT MS was one of the hist groups 1o establish a commodity council
and now serives as 4 model for five new Aur Force commodsty counals ' Lhe team
develops centralized acquosition strategies to meet direct care medical 1equirements
Lhe Commodity Counal mamtans overall program control of the strategies,
modities them as nceded, and reports results to key stakeholders

Given the Air Force model the medical commumty davdops the 1equirements
thhough the ATMS C ommaodity Counal, and the An Torce executes the strategics
developad by the modical community, which indudes the Ieveragimg of local base
contracting 1¢sources by MTTs

The ATMS Conmodity Counal s nmssion? 1s to support the AFMS and the Warfighter
in enter prise-wiide medical acquisition programs m ordet to impove customer
support, reduce the puichase cost of services, 1¢duce variauon m services cont acts
by tmacinng standa dization, acccddaate dehvery responsivencss, and provide
hfecydle management suppart The Counal’s imtial st ategy spu als have been n

the arcas of professional services and dimcal support scavices, m the future, 1t wall
cxamme faalities mamtenance support

Previous Assessments and Recommendations for Medical Acquisitions

In 2002, DoD spent about $875 nullhon to acquire medical services thiough direct
care medical services cont acts, excluding imfoymation technology contracts * The
DoD Office of the Inspector General (DoD IG) conducted an audit to evaluate the
elficiency and cffectiveness of DoD conti acung practuces and procedures for acquiring
non-TRICARE medical services and to evaluate the management control

3 I Purt 37 104 persenal services conidracts the Federal Acguration Regulation notes that a personal services contiact 1s
characierized by the employer emplovee relutionshup il ereates between the government and the centraclor s personnel

{ foe Mrvrow Doector AFMS Commodity Counnil Response to fask Force RFI Jub 19 2007

5 Joe Murrow An Force Medical Service { ommodity Counedl (Pou erPomnt preseninfion) July 25 2007 Shde 5

& Department of Defense Office of the Tuspector Ceneval Acquastison Direct Care Medical Services Cantracts D 2004 64 p 1
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program apphicable to the audit objective The audit included 125 conti acts valued at
approximately $73 nullion Duiing the audit the DoD IG denufied examples where
the approach used by the MHS involved the following 7

= ovetlappmg contracting effonts,
* mconsistent application and awaid of nenpersenal setvices contracts,
* liberal inter pretation of forward funding guidance,

* different methods of awarding nummum guaranteed work under muluple
award task order contr acts,

* mappropriate use of indwidual set-aside coniracts, and
* inadequate oversight of competiion achieved

The DoD 1G 1ssued its report on June 24, 2004, concluding that “by developing an
acquusition strategy for non-TRICARE medical se1vices and better coordinatng
contr acting efforts, the Military Health System could

* 1educe duplicauon and fi agmentation among DoD conu acting organizations
that acquire medical services,

+1educe exposure 10 115k from nonpersonal se1vices contiacts admuoustered as
personal services contracts,

*onerease compe( 1001 10 contagt mg, and

* avoid a potential FICA [Federal Insuiance € oninibutions Act] liability, which
may be incurred by the use of 1SA contracts ™

Based on a 1ecommendation from the DoD 1G, the Assistant Secretary of Defense

tor Health Attains (HA) chartered the Avmy Swgeon General to lead a DoD-Wide
Suategy Counal to “dcvelop a coordmated strategy for acquiring direct care medical
services that incdudes the implementation of the centers of excellence concept ™
Based on a thorough review of organizational structures, business processes, and
spending data for cach of the three seivices, the Suategy Counal 1ssued its final
report in June 2005 pesenting the results of 1its analvais and a set of recommenda-
tions tor addressing the DoD IG's recommend stons The report contained three key
recommenddtions

1) Tstablish a Dol orgamzation with tii-se1vice suppoit responsibihitics and
flexablc contracting authority

2) Fstablish sty ategic sourang counals for key labor categonies
3) Standardize acquisition process and 1elated capabilities

Sec Table 1 for morc spedifics on the Strategy Counal s findings and recommenda-
tions, as wcll as the indmgs and 1ccommendations of other 1eview groups

Quadrennial Defense Review Initiative 15 (Contracting for
Health Cate Services)

The Quadiennial Defense Review (QDR) was designed to continue progiess towaid
the goal of MIIS transfor mauon To tlus end, the QDR piocess identified 18 imitia-
tves ac10ss 4 focus areas 1) transform the force, 2) nansform the infrastiucture,

3) transform the business, and 4) sustatn the benefit

QDR Imuauve 15 addresses contiacung for health care services The MIIS Office of
Transformation ensuies that this and the other init1atives are developed and 1mple-
mented m an mtegrated and effective manner with the se1vices and the Joint Staff

Tind p 4

8ind p 14

9 DoD Wide Strategy Council for 4equoing Divect Care Medical Services Final Report June 2005 p 1

10 Doly Wade Stralegy Councit for Acquiring Divect Care Medical Services Final Report June 2005 p | 2
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Quadrennial Defense Review Initiative 16 (Contracting for
Professional Services)

1 he impetus tor QDR Iniuative 16 came from a 2004 DoD) 1G 1eport, which called
tor a joit and st ategic enter prise approach to medical services acquisition and for
stengthenmng the acqumition gundance and oversight process !

I he Defense Wide St ategy Counal pubhished its final report in response to thss
mtiatsve m June 2005 and 1ccommended that the following be accomplished

* formalize tri-service support responsibilities while leveraging existing
acqusition capabilities,
* ¢stablish stiategic somang councils for kev labor categores, and

* standardize acquisition process and related capabilities

These recommendations have served as a starting pont for the TMA (TRICARE
Managomant Actinvity) Hlealth Care Comtracing Work Group as it embarks on
devdloping a coordimated tr1 service process for acquining contract medical services
personndd i accordance with QDR Tmitiative 16 Before the Work Group charter
expires 1 Junc 2008, the group plans to complete the lollowing tasks i accordance
with the initrative 2

* cstablish a Stritegic Sourang Counal,
* standardue the profcssional services acquisition process,
cstablish Muluple Award Task Order and 1D/1Q contracts, and

develop a common, automated databank for the scrvices’ professional services
quLllSlt\(]n/(.Ontl acung anies

-

Initiatives Planned or Started

Logstics and support scrvices 1s one of the categonies of shaied suppott services and
functions identified for consohidation in the Winkenwerda “Unified Medical
Command—Way Ahc 1d Momo ™ The Jogistics personnd identified for consolida-
ton mn the Center for Naval Analvses study “Cost Implicanions of a Unified Medical
Command” will come from the following organizanons

* HHCAA, Army Materiel Command, and MEDCOM,
* NAVMEDI OGCOM and Navy Fleet Hospital Support Office, and
* Air Torce Mateniel Command and An Force Medical Support Agency !

Although the services alteady have consolidated most of then medical logistics
personnel at Fort Detrick, Marvland, they sull maintain separate command struc-
tuncs, thus, a source of potential savings comes from the unification of command
structure Much of the potential savings to the MHS that could be 1ealized 1n such a
consoltdation of logistics and acquisiion comes {rom “the ability to pool purchases
and puichasing power to get volume discounts” and this cost-saving st1 ategy appeats
to be exhausted at the service level

11 Dol} IG Report Durect Cave Medical Services { ontracls fune 2004

12 Michael O Bar Quadrennal Defense Retieie Roadmap for Medical Hransformation Imtiatrves 15 and 16 Overuview for the
DOD fask Force an the Future of Miltary Health Care (Powes Pownl presentation) July 25 2007 Shde 28

i3 4:421075 Memo for Deputy Secretary of Defesse SUBJ Jont/Umifeed Medieal Command Way 4head November 27 2006 1ab
B

14 Fric W Christensen DeAun | Furr James F Crefer Flizabeth Schaefer € ost Imphieations of 6 Unpred Medical Command
Ale;:?‘dna VA CNA Corpmation May 2006 p 79

15 I
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Strategic Sourcing and Commodity Councils

Strategic sourang 1s a structured, analytical, and collaborative process for critcally
analyzing an orgamzitons spending and using this information to make business
decsions about acquning commodities and services more etfecunely and efficiently
This approach 1o acquimion through commodity councils has been gaiming tavor
within the federal gosernment On May 20, 2005, the Otfice of Management and
Budget (OMB) duected federal agences to establish and meet speafic strategic
sourang goals 1

As part of this dueclive, the U S Army Medical Reseaich Acquisition Activity 1s
mplementing a st ategie sourang muative for ns acquisiion of medical research
laboratory supplies, cquipment, and services [ his intiative was diwen by the
opportunity to sigmficantly 1e duce costs in these dieas based on current expends-
turcs ($1 9 bilhion m Tiscal Year 2007)7 and projecred maeased demand ($2 to $3
bilhon addinional in Tiscal Year 2007) from other agenaes (DoD, the Department of
Homeland Sccurity, and the Department of Agiiculturd) for these commoditics The
targct goal for cost saving from this imnatve 1s 15 percent #

Furthaimore, the Do Wide Strategy Counal recommended i ats June 2005 report
the cstablishment of Staregic Sourang Counals for thice key labot categories
nurses, rachologists, and dengists

Alternative Contracting Vehicles

OMB's Acquisiion Advisory Pand, ¢stablished in accordance with the Seivices
Acquision Reform Act of 2003, “recaved evidence hom witnesses and through
reports by inspectors gencaral and the GAO conca ning improper use of task and
delivery ovder contracts, multiple award IDIQ [Indefinite Delivery/Indefinite
Quantty] contracts, and other govelnment-wide contiacts  Nonetheless, the pancl
strongly believes that when properly used these conty act vchicles serve an impor tant
function and that the government derives consider able benefits fiom using them "2
Over the vears, the MHS has been working to est iblish sever al of these vehicles to
maintam 4nd encour ige nnproved contractor performance, increase procurement
flexability, and 1educe nme to dchivery These include TMA Indcfimite Delivery/
Indcfinite Quantity (ID/IQ) vetucles,” TICAAs Innovauve Medical Acquisition
Progiam m 2001 and the follow-on contract for Army Duect Care Medical Sexvices,
and Navy™ services for direct medical health care with 1egionahized muluple award
task oider contracts

16 OMB Meno Implementing Strategic Sauremg May 20 2605

17 Offuce of the Under Secretary of Defense for Acqusitron fechnology and [ ogisties (QUSDATEN )} Office of Management
and Budget Implementatron of Strategre Sowreng Indtwtres Tiscal Year 06 Update Umited Mates Department of Defense
(DoD) March 2007 p 54

18 1bsd p 56

19 Dol} Wide Strategs € ouncil for Avquirimg Divert € ave Medienl Servies Final Report fune 2005 p 2

20 Report of the Acquisition Advnsory Pand to the Office of Federal Procurement Policy and the United States € ongress
December 2006 p 1 59

21 Jean Storck TRICARF Contracis Ouvervnew Brief to the Task Foree (PencevPont presentation) February & 2007 Shde 17
22 Terry Harst Andy Muenzfeld Briefto the fask Foroe (PowerPomt presentohion) july 2 2007 Shde 14
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Appendix H The Reserve Component

Expansion of the Health Care Benefit for the Reserve Component

1 he Nantional Defense Authorization Acts (NDAAs) for Fiscal Years 2004, 2005, 2006,
and 2007 (see lable) have inc1eased the health care benefits available to mobihzed
reseryists and therr dependents which gener ally include spouses and dependent
children 1hese acts expanded the number of reservists and then dependents who
arc chigible for TRICARF and the duration of their ehigibility

Expansion of the Health Care Benefit for the Reserve Component

LAW

PROVISIONS

NDAAFY 2001

* Alloaed oonactiated incmb 20 he Seledlid R <onee a0 Lhe inevadual Ready
Ke st e and ther family memt ereto enroll w TRICARE f the e mbor wa s Jigible
for unemplo i el compensation or wac mchigihio for health care caverage from hus
Cor har civilian empinyer

* Alnwed resenvists who had pe nding actve duty arder > 10 use TRICARE for op to 90
daye befor their active dJuly service began

* Ext e 4 the longth of ime that service membs 153 ncluding dmobifized reservists,
coutld viee TRICAKE after they had been released from a tive duty tu 180 days
Tranait o Assistaiice Manegoment fiagran (1AMP)

* The e provision were ~ef W expire on December 31 004

NEAA FY 2005

¢ Indehnimely extended the tenisatdry provision passed in 2003 that alliowed reservist
with ending o tive diuly Stders tu use die mililary health Care Lystem up to 9 days
befute thew acine duty service began

* Indenntely extended te eniporary prosasion thal extenned the i gth of ime thel
ser e members ool use TRICARL after they had been teledawad trom aolive duty
service 10 180 days TAMP

* Provided THILAKE Standard coverage thiough 4 new Liogiam that Dol) nanwd
FRICARE hevene select (1S) made avetlabie 16 reserviuts who hdad been
actnated 1or ¢« period of more than 30 day i supporl of ¢ contingency operhion o
o affer September 11 071 and who agreen tu wontinue serv iy, i the Lele ted
Resgives after resease from a. hve duty

- Under s provsion resenvists are eligible Lo pure hase THUCARD coverage fur
theinselves and Lhen tamily members tor up to 1 vear for ear nt OO days of ac tve
auly sened of the number of full years for which ihey agreed Lo « ontinue setvic @
whir hever 15 lesy

Reservists pay o rmonthly premium of 28 percent of the totel amount determined
by the Secretary of Defense on an appropriate actuarial basis as being 1eascndb’s
for ¢ OVerafie
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LAW PROVISIONS

NDAAFY 2006 * Extended elig bility for TRICARE Srandard to all Selected Re <wrve component
personnel
Those seseriste who met TRS require ments established i the NDAA for Fiscal Year
2005 continue to pay the 28 percent prenaum

~ Those who are eligiblo for unemployment comperesdtion are self eniployed of are
inehgible far insurane > througl an e mnplover sponsnrcd plan pav »0 percent

— Thos who Jo not qua ity for the twa lowcr preniem iovars st i as tho e whit dre
¢ iz bie tor cmpioy 1 Fased nsurance bl preter to enrallin TRICARE pay 85
percent

NDAA FY 2007 o Restructur ¢ the ThS program Ly elmnnabing the three tiered premum strict 1 o

~ Membeors of th+ Sglected kasenve wil be ehigble 1o pu chiase TRICARE covorage
for themsehes and the ir depen dente 4t the I8 porcert premium rate re gardioes of
whether the y ha e >0 ved on active duty in support of a contingency operatiun

- Higihility will not depend on thh lcagth of a =eryice age ¢t nteied into
folowing o penod of ackive Jduty inetead teservis:e will he ehigil Ik for TRS for the
duration o1 the i service m the Selected resecse

- LoDis required By impho ment these rhanges Sy C tober L 700y

* Establihed thal resotvists who @n oligible for Wb Bo foral Emiptiyens Health Bonefit
Plan are not chgible (o pt reha o TRICARE cove rage

Setace 1O Miltar Hrealth Increc od JRICAPT Flygbiliy for Reveronts Pre ent §due i wnl Challenges
C A0 67 195 2007 p 3

The Transition Assistance Management Program

National Guard and Reserye members separated from active duty after being called
up or ordered 1n suppott of a contingency operation for an actne duty period of
more than 30 days and thar fanuly members can 1ecerve t1ansiional TRICARE
corerage for 180 days through the Transition Assistance Management Program
(TAMP) Under TAMP, formcr acuvated reservists and family members are not
cligible to emoll or 1e-emol] in TRICARE Prime Remote o1 in TRICARE Prime
Remote for Active Duty Tanuly Members, because both progr ams require the
sponsor to be on active duty Under TAMP, the sponsor 1 no longer on active

duty and 1s teated as an Acuve Duty family meimber for benefits and cost-sharig
pui poses

The Continued Heaith Care Benefits Program

Reserve Component members may be eligible for the Continued Health Care
Benefits Program (CTICBP) for up to 18 months following release fiom acuve duty or
the end of therr TAMP peitod CIICBP 1s not part of TRICARE, but provides similar
benefits and operates under most of the 1ules of TRICARE Standard To obtain this
coverage, resersists must enyoll in CIICBP withun GO days of separation from acuve
duty o1 loss of eligihility for military health care The prenuums for this coverage are
$933 per quarter for indniduals and $1,996 per quarter for fanules '

Line of Duty Investigations and Medical Claims

Reserve Component members serving on duty 30 days or less are not eligible for
TRICARE It a Reserve Component member in one of these duty statuses becomes
myured or il during traiming and 1equues medical treatment, he or she 1s entitled
only to treatment for that imury orillness 1f not on active duty orders, a reservist’s
health care condition must have been caused or aggravated bv military service before
the service member is entitled to health care at gover nment expense

1 See unow tricare mil/mvbenefet/homerovervienn Speciat Programs/CHCBP/
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The Military Medical Support Office (MMSO) appioves payment of civilian medical
claims The MMSO? 1s the cential locauon for all mibitary branches and their
Reserve Components for pre-ipproval of anilran medical or dental care and authori-
zaton for payment of cvilian medical o1 dental bills As such, the MMSO verifies
eligibility, authorizes cinvilian care, and authoiizes payment on medical claims based
on the Line of Duty determination

Recent Reviews of Military and Veteran Health Care

Velerans Disability Benetits Commussion?

Established Febiuary 24 (000

Appomted by Precdent George W Bush and Congrass

Chaired by Ut Gen Jarme. Terry Scoft USA Ret

Mamn recommendations Croure hanizontal ur d vertic 2 equity compensate for foss of quality of ite update
the reting sche Juwe realign the Departiment of veterans Affars (VAY, DoD process for rating disabiliiec
smplify and expedite the pincrssing of osabilty claims and appeals improve transifion 3ssistanc?

Independent Review Group*

Established Marcn 1 2007

Appointed by Se.retary of Defense Robert Gates

Chaired by Former Army Se retary John Mareh and former Army and VA Sceretary Ty o Vet

Main recommendations Assign permanent casc managers reform disabiity system focus on traumati,
Lrawy injehy (TBD post traumatic stress dicorder (PTSD) accelerate transition from Waiter Reed Army
Medic 3l Center Washington D C to Betnasda Naval Hospital, Maryland and Fort Belvorr Virgiria

Task Ferce on Returning Global War on Terror Heroes®

Established Mar.n6 2007

Appointed by Presdent George W Bush

Chaired by VA Secretary James Nicholsan who led a group of rabinet level cfficials

Main recommendations Build a jaint DoD VA disa dility svstem develop a joint case manag~ment system
< rean all retutming vererans for TBE develon a ¢ mit electionic health 1o ord

Commussion on Care for America’s Returning Wounded Warriors®

Established NMairn 6 "00,

Appomted by Prcsidenl George W Bush

Chawred by torme Scnatyr 25h Dole and tormer Secrelary of Heallh and Human Services Donna Shalala
Main recommendations Fstablish a <inglc mil tary, VA disability rating updiade DAD/VA intermation sharing
Creale rocovieny plain 1o each wounded cetvice menibkr ageressively preve ntUtreat 1BYPISD

Other Councils/Committees

Senior Dol and VA offiaals are diligently working to improve coordination between
the two departments Nine working groups led by under and assistant secretaries of
the two departments have been meeting weekly since May 20077 The following
summarizes DoD/VA jomt imtiatives

Senior Oversight Committee

In May 2007, the DoD cstablished the Wounded, 111, and Injured Senior Oversight
Committee (Sentor Overaght Committee) to bring high-level attention to addressing
the problems assocated with the care and services for returning service members,
including the concerns that were being raised by the various review groups * The

2 See hith fimmso med nav ml

3 See wiwwr velscommission org

1 See w vu washmglonpost coinwp srumaiton/ds waller 1eed/IRG Report Fanal pdf

5 See wwowi va govitaskforce/

6 See www proww gov

7 Ana Smthe Sieve Strobridge A Heros Welcome? Miliary Officer Ovtober 2007

8 CAO NOD and V4 Prelimimary Observations on Ffforts to Improve Health Care and Dusabihity Faluations for Returming
Serucemembers GAOQ 37 1250T 2007 p 2



http:tkp.trtmt.nb
http:olfiu.th
http:med1C.il
http:civ1li.in

Fask FURTE 2y THE FUTURL OF MIL1iaRY HEALTH CARE

Senior Over sight Comnuttec 1s co-chaired by the Acting VA Secretary and the DoD
Deputy Secretary The committee works in conmjuncuion with the Joint Executive
Council to ensure targeted focus on the population of men and women mjured 1n
Opciation Enduring Freedom and Operation Iragi Freedom and now 1etur ning for
treatment To conduct 1ts work, the committee has established work groups that have
focused on specific areas, mcluding case management, disability evaluaton systems,
tiaumatic bram mpuy and psychologic il health, mncluding PTSD, and data sharing
between DoD and VA

Joint Executive Council®

U S ¢ Tutle 38 mandates the Joint Executive Council ** It ensures a semor-level
ongoing dialogue of coordinauon and collaboration between DoD and VA Every
year the council develops a Joint Stiategic Plan® of strategies, goals, and mitiatives i
areas where DoD and VA can collaborate The council holds quaiterly meetings and
annually repotts to Congress on the pirogress made over the year on the strategic
plan 1he council 1s chared by the Under Secretary of Detense tor Personnel and
Readiness (P&R) and the Deputy Secretary ot Veterans Aftairs

Heaith Executive Council’* and the Benefits Executive Council ®

These are two smaller subcouncils under the Joini Executive Counal The Health
Executive Counal 1s charred by the VA Under Secretary for Health and Assistant
Secretary of Defense (Health Affairs) The counal serves as the climcal arm of the
Joint Executive Counal Under the Health Execuuive Council are 12 work groups

* Benehits Loordination

* Chnical Guidelines

* Contingency Planning

* Deployment Health

* Financial Management

*+ Graduate Medical Lducation

* Genatric Care

* Health Information Management & Technology
¢ Jomnt Utithization/Resource Sharing
* Medical/Surgical Procurement

* Patient Safety

* Pharmacy

The council 1s responsible for oversceing all health care policy and sharing imtatives
between the two departments

The Benefits Exceunive Counal is chaired by the VA Under Secretary for Benefits
and the Deputy Under Sccretary of Defense (P&R) Tt s the disability compensation
and evaluation arm of the Jomt Fxecutive Counal Tt has thiee working gioups

benchts and services, cooperative physical exam, and miormation systcms/intorma-
tton technology ™

9 See unvw tricare mil/DVPCO/ ot exe cfm

10 See wwiwd faw cornell edu/uscodethtmifuscode38fusc_sec_38_00008111000 himl
11 See www trcare mi/DY PCO/strategic ofim

12 See wuny brscare mil/DVPCOj ot exe cfm

13 See wunw tracave DV PCOYjoint exe cfm

14 See www va g Sbudget/seport/2005/htmiiperformance sectiwn/narrativeigao’? himi
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Appendix | Previous DoD Pharmacy
Cost Control Measures

Mail Order Demonstration Project 1994-1996

In order 1o achieve econonues of scale m pharmaceutical puichases and to deciease
overhead costs, DoD conducted a two-site demonstration project to evaluate the
advantages/costs ot a mail order pharmacy progiram as part of the DoD Pharmacy
Benefit 1he I ogisucs Management Institute concucted an evaluation of the project
and dctermined this venue to be a cost-eHective alternative and recommended
«xpansion front two sites This effort cventually evolved into the National Mail Order
Pharmacy program

National Mail Order Pharmacy Program (NMOP) 1997.-2002

DoD deaded to capitahze on the cost-cHectiveness of the mail order pharmacy
program Although the TRICARF managed care support contractors were providing
a matl o1 der pharmacy benefit, they could not access Federal Cetling Prices (FOPs)
for pharmaccuticals for which DoD believed it was entitled through the Veterans
Health Carc Aat Conscquently the TRIC ARF Management Activity (TMA) carved
out the mal order benefit of the MCSCs and placed it under a single contract awarded
and admmsto cd by the Defonse Supply Conter Philadelphia (DSCP) Through

this contract, the Do) was able to access FO Ps and achieve substantal savings

on phdaimaceuticals purchased and dispansed through the NMOP Under this
nitiative, acquisition costs for medications approached that of the Military
Tieatment Facliues (MTFs)

Federal Ceiling Prices/Federal Supply Schedule NMOP 1997

DoD can access favor able discounts for pharmaceutical purchases thiough the Federal
Supply Schedule under the General Services Admumistt ation/Depar tment of Vetet ans
Affairs (VA) contiacts and through the Veterans Health Care Act of 1992 These
discounts of at least 24 percent off the nonfederal average manufacturer’s price of
drugs are accessible for pharmaceutical purchases in the MTFs and were implemented
1n the mail order progiam in 1997 Consequently, acquisition costs for medications 1n
the mail order progtam appioach those of the MTFs

Pharmacy Benefit Redesign Project 1998-1999

Section 703 of the Fiscal Year 1999 Nanonal Defense Authorization Act called for
DoD to1eview the pharmacy benefit and to develop a systemwide 1edesign to include
best business practices of the priate sector, formulary management, and an integ at-
ed pharmacy infor mation system A workgioup consisung of Dol) senior pharmacy
leaders, private sector pharmacy benefit management consultants, 1esource manage-
ment analysts, and staustical analysts conducted an extensive review and in 1999
submutted a report to Congiess that mcluded the following recommendations

+ Implement an mtegrated phaimacy mnformation system to include mulitary
pharmacies, the mail order p1ogram, and TRICARE retail pharmacies (This
was 1ealized in 2001 with the implementation of the Phaimacy Data Transaction
Service)

+ Standardize pohcy nmplementation across all venues (This was 1ealized in 2004,
when the 1ctail benefit fioin the TRICARE Managed Care Contracts [MCSCs]
was carved out and placed under DoD pharmacy program oversight )
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« Create trered cost shates to provide financial incentives to influence beneficiary
choice of lower-cost alternatives (Two-tier was 1ealized 1n April 2001, three-tier
became effective May 2004 )

» Extend best feder al priang for pharmnceuticals to the retail pharmacy venue,
comparable to that alieady available it the mail order program and mulstary
pharmacies (This effort 1s ongoing )

» Impose quantity limeations on certam drugs, require prior authonization for
certamn drugs, and require higher copayments for nonpreferred drugs (This 1s
m place)

+ Aggressively pursue third-paity collecuons (Thus effort 1s ongomng )

+ Cieate a centralized Pharmacy Benefits Office (o oversee all DoD pharmacy
programs (This effort is ongoing )

The 1edesign 1eport also included recommendations that wete not endorsed by DoD
because of the perception of benefit e1osion o1 extieme ditficulties that would
impede implementation

+ Impose copayments ar mihitary phaimacies, mirroring those 1n the mail and
retail venues

» Centralize tunding for military pharmacies

Many of the endorsed recommendations led directly 1o the efforts detailed below

DoD Pharmacy Board of Directors Chartered by Assistant Secretary of
Defense (ASD} in 1997, Rechartered Biannually

Comprised of sentor military phaimacists representing each of the Surgeons
General, the board 15 a collaboratine advisory body the work of which involves
standar dizing pharmacy operations policies, medication use, business process
mpovernents, pharmacy manage ment practices, and joint procunements 1he
board serves as a vital ink batween the ASD and military pharmaaes

Federal Pharmacy Executive Steering Committee (FPESC) Chartered 1998,
Rechartered Biannually

Created jointly with the Do) Pharmacocconomic Center and the VA Pharmacy

Bend fits Management Strate gic Health Group, the FPFSC was created to capitalize

on the cconomtes of scale between the two departments and to integrate and build

on the strengths of pharmacy benefit management in cach department Thas forum
provides the structure to jomntly evaluate high-dollar and high-volume phaitmaceuu-
cals It provides oversight to joint agency contracts and increases the dinical and
cconomic outcomes of diug therapy i the Dol and VA health care systems Ongomg
Dol)y/VA joint pharmaccutical contractung nntiatives continue to dive common formu-
lary selections for both orgamzations Cost avordance for Dol thiough these joint
procuraments over the past seven years is illustrated as tollows

Y0 $65M
ol s/em
Fe $139M

FYos $148M

I Y04 $185M

FYOs $o1IM

FYOo $403M

1

{ CAPT Wilham Blanche TMA Informatson Paper DoD Ffjoris fo Contrel Pharmacy Benefit Cosis Since 1994
January 4 2007
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Mandatory Generic Policy NMOP 1996, Retail 1999

Adopting a commercaial business best practice, DoD implemented mandatory use of
generics m the purchased care scctor A recent report states that the national generic
uttlization rate i large health plans 1s 43 5 percent 1he average DoD generic
uthization rate acsoss all venues 15 46 percent ?

Basic Core Formulary 1999

1 he DoD Pharmacoeconomic Center analyzed, evaluated, and developed a hist of
drugs commonly used 1n all M IFs regardless of size or medical specialties offered
and created the Basic Core Formulary The DoD Phaimacy and [ herapeutics
Committec approved the hist that macased DolY's leverage for obtaming favorable
prices for these products The hist s rontimdly reviewed and updated by the commat-
tee as it reviews diug classes undor the Uniform Formulary

Pharmacy Resource Reallocation Project 2000

The Do Pharmacy Board of Duectors and the TRICARF Management Activity
Pharmacy Program Dircctor tasked a trn service workgroup consisting of pharmacists
and pharmacy consultants to parform a detailed assessment of how Do) pharmacy
1esources (Lquipment, statfing, robotics, ¢1c ) were allocated at the tme and methods
that could b mmplemented to reallocate those resources to maximuze utihzaton
Because of chinging demogi aphis of the DoD beneficiary population, some
pharmacies were ovar resourced and some under resourced The result was a
1cdistnbution and standardization of phaimacy automation and a contract awarded
for an cntar prise-wide call-in refill system

Advances in Medical Practice 2000

The phaimacy portion of this hmited funding provided money to purchase certamn
new, high-dollar drugs when they were indic ated clinically but unavastable to small
MTFs because of cost In the past, these MTFs had no recourse but to send beneficia-
11¢5 to the far moie expensive 1ctail phaymaaes Approximately $48 nullion was
provided for these putchases, asvonding far greater costs than if the same drugs had
been purchased m the retail sector

Tiered Copays in Retail/Mail Order 2001 and 2004

Adopting a commercial busmess best practice of using tiered copays to help influence
beneficiary choice, DoD resuuctined and streamlined all phaimacy copays into two
tiers based on genetic and formulary with the implementauon of TRICARE Senmior
Pharmacy in April 2001 and added a nonformulary third-tier with implementation
of the Pharmacy Benefits Progiam Final Rule duected by 10 USC 1074g in

May 2004

2 id
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Pharmacy Data Transaction Service (PDTS) Fully Implemented
Worldwide 2001

1 he Pharmacy Data Iransaction Service (PDTS) was created as part of DoD's etfort
1o mtegrate the disparate pharmacy venues 1t reated a centralized data repository
that 1ecords information about prescriprions filled for DoD beneficiaries at M 1 ks, the
IRICARE retail pharmacy netwoirk, and the 1 RICARE Mail Order Pharmacy
Program [he primary puipose of the PD IS 1s 10 improve the quality of prescription
se1vices and enhance patient safety by reducing the hkelihood of adverse drug-drug
mteracuons, therapeutc overlaps, duplicate treatments, and overuse of the benefit
Fully deployed since June 2001, 1t includes overseas MTF pharmaaies and was a final-
151 tor the President’s Quality Award presented by President Bush in November 2002

TRICARE Mail Order Pharmacy Program 2003

The mail order pharmacy contiact was 1ecompeted and awarded to Fxpress Scripts,
Inc , on 26 September 2003 2 At that time, contract oversight was moved from DSCP
to TMA, 1csulting n a $20 nulhion cost avordance annually through lower admunis-
trative costs

TRICARE Retatl Pharmacy Program 2004

In 2002, DoD deaded to carve the rctail pharmacy bendhit out of the TRICARE
managed care support contractors, allowing TMA pharmacy progiam oversight and
miproved management capabibitics The 1ctail contract was awairded 1 September
2003, and scrvice began in June 2004 The single nauonal contract under one
Pharmacy Benefits Manager consolidated the retail benefit trom the previous
multiple managed care suppoit contracts 1nto one management entity, providing a
fully portible benefit unrestricted by 1¢gronal boundaries and centralized pharmacy
dlaims processing, which has 1educed adminstrative fees by more than 70 percent
per daim The carve-out enabled the government to establish more [avorable/
guaranteed rumbursement ratces for the network 1etail pharmacies Outstanding
peiformance by the contractor has 1esulted m further reductions in the reimburse-
ment 1ate and mc1eased cost avoidance to the government The contractor has
recaved the maxnnum monetdry mcentive awdrd for these efforts Secretary of
Veterans Affairs Puinapr agreed that this new contract and o1ganizational structure
meets provisions of the Veterans IHealth Cate Act of 1992 regarding favorable
discounts for pharmaceutical purchases by Do} DoD did pursue those discounts,
which resulted in refunds to DoD that were stopped by the federal court in Septem-
ber 2006

Pharmacy Commercial Off-the-Shelf (RxCOTS) Award 2004

The RxCOTS award will stieamline MTF business practices improve the efficiency
of thud-party miling, and provide a perpetual inventory system that will promote
ughter iventory control and accountability RxCOTS will be implemented along
with the worldwide deployment of the Atmed Forces Health Longitudinal Technology
Application

3 See unww defenseltnk mil/Releases/Release aspx?ReleaselD=7014
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Marketing Strategy for the TRICARE Mail Order Pharmacy (TMOP)
Program 2006

1 he TMA Marketing Othce in conjunction with the Pharmaceutical Oper ations
Directorate implemented a comprehensive I'MOP marketing program n February
2006 and has since seen a steady increase 1n the use of IMOP

Enhanced Utihization Management 2006

A dnasion dedicated 1o utilizanion management was created under the Pharmaceutical
Operanons Directorate in May 2006 1 his team leverages the wealth of data from the
Pharmacy Data liansacuion Scvice, M2, and other Military Health Service data
repositories o denuty areas i which the dehvery of the pharmacy benchit can be
improved The team analyzes current utilization trends and explores oppor tunities
to unlize the most cost-effective pomnts of service

Federal Pncing Imtiative for TRICARE Retail Pharmacy (TRRx) 2006

The pharmaceutical mduostry challenged in federal court the legality of the govern-
ment’s 1equest torecave refunds from the pharmaceuntical industry for products
dispensed through the TRICARF rctail natwork The department lost che lawsuit

Proposed Legislation for TRRx Federal Pricing 2006

Congiess did not pass the proposed legislation

Increasing Pharmacy Beneficiary Cost Shares 2006

Efforts to mncrcase pharmacy copayments, mduding proposed legislation to 1eheve
the maximum cap of 20 to 25 percent cuniently imposed and to structuie the
copay mcnts to incentivize use of the TMOP, were rejected by Congress, which has
placed a freeze on increasing copayments until October 2007

Implementation of Voluntary Agreements for TRICARE Retail Pharmacy
Rebates 2006

In December 2006, TMA notified more than 300 manufacturers of a new mtiative
called “Voluntary Agreements for TRICART Retail Phaimacy Rebates” (VARR) The
VARR 15 a new program through which manufacturers can voluntarily offer rebates
on cettain products based on Uniform TF'ormulary placement or DoD utlization

ovel time The manufacturers are under no legal or contractual obligation to do

so, however, many senior industry 1epiesentatives have indicated that many manufac-
tuiers will participate to some degiee
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Appendix J Synopsis of Proposed TRICARE Enrollment
and Deductible Fees—Unindexed

TRICARE PRIME TRICARE STANDARD
Redire Pay $0 1o »19 999
i Annual Enroliment Fees N Annual Erroliment rees —AI'II_—{I;] 6(’dll(tlb|(‘
- o Singir tamrily wm‘%ma(‘ B Famity Single Famiy
Current (£ 08) 23§60 - - 3150 $300
FYOR 8§85 s5m $ih %30 $I7A $30
Y 09 331 $080 %30 %60 $19v  $390
FY 10 g 590 fean 00) $2°0  $410
21 $4%0  $900 $60 3120 §248 $190
ﬁi 12+ T Adiusted Anmaly wih fincex Relmok at - g4
Redirce Pay »~0 000 1o £39994

- Arnual Enroliment Fees o Annual Foraliment Fees, Annual Dedut nblr_'—

Singl ‘r_arr_nly B - Smglo Family Single Farly
Curtent (T Y 08Y $30 $4ob - - $150  $300
ty o $37°0 3640 Fih 53 $195 $390
tyY 09 $41n 3830 = 3() $60 §235 $£4/0
by 10 $hOH 10 $ah $20 $780 $000
bY 11 F2%h 31180 $o0 $120 $32h $e.00
FY 12+ Adjusted Anniseily wilh Incex Reluok al & yr

Retiree Pay $40 000 and Abne
Anniidl L nrelment Fees Annuat Eorulimenl | ees Annugl Deductible

Single Farpily Single tarniy Single Farily
Current {F 1 Q&) $ 30 $do0 $150 $300
Y Ok $39v %80 Fth »30 $235 3470
LY 09 $255 $11to %30 $60 $31b $630
LY 10 $0n $l430 $4h $90 $400 $800
bY 11 $8/4H 31750 $ol) %120 $48 $960

FY 124 Adjusted Annualiv with index Relook at b yrs
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Appendix K Implementing Our Recommendations

The following chart summarizes the focus of responstbility for smplementing the
action steps that support our 1ecommendations

RECOMMENDATION AND ACTION STEPS CONGRESS | BOD
1 Develop a Strategy for Integrating Direct and Purchased Care l
Develop e sttatepy o mitegratiy,  the direct and purchased care systems X
4
Provide incentie s to opt mize the best pracuces of direct care and private X
soctor cale
Fiscally empower the mdradaal. managng the provision of intepiated hedith X
carg and hoia th m accountalic
Diaft legistatie¢ dar 2uam- 1 crcate 3 fiscal policy that facilitates int~grat=d
health care x ok
bevelop metrics to me ssure whether the planning and management ~tratc py x
produces desned citcomes
2 Coftaborate with Other Payers on Best Practices
Algr with revernment 4 d orivate sector arganizations to make hoalth carc qualty X
and coats mate transoare nt and accesshle to berefictanes
Use pertormance bascd chm-al repcrhing X
Strengthen incce tive < to a~tueve igh quality a x hizh va ue porforman-e X
Implerient a cyst matic stratcgy of plict/demanstrati an prosrams and entify X
successes far widesprea 1 amp lamentation !
3 Conduct an Audit of Financial Controls
( harge the anditor with assessing the maost efti~acious and (oot etfes tive approach X
£nLure audt ror ommendation s are mplemented and followe o up X
Fstablish a commoen cnet gcenunting systern while ensuring TRICARF 15 a st (end box
payat when sthos health insurance exists
4 implement Weliness and Prevention Guidehines _*
Contimie 10 prionbize prevention pograms ;X
Implement and resource standardize 3 case mar agement and care coordinaton X
beyond the Wounded Warnor and across the <pedtrum of Care
Ensure imely 4nd arceseibl peitorman e fecdback to providers managers and X
the ¢ ham of command
Mairtain fugh lovcl visibiity of busiiess/cinie al pertormanc = for the entire enterprise ‘i. x
5 Priontize Acquisition in the TRICARE Management Activity
[evate the level of the Head of the Contracling Activity x
[nisire o ausition personnel are cerlified ac cording to the Detense Acquistlion X
Woiktorce improvement Act
[ nvure mdndeement of pragrams i« corsistent with the Detense Acgquisition
Systern proces
Place acquisition fune tions under a Cheef Acqueation Otheer X
Study possibiity o colocating TRICARE Depaty Chief TRICARC Acquisitions X

orpentzation with g quismion « unterpar s
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RECOMMENDATION AND ACTION STEPS LoD
& Implement Best Practices in Procurement
Examin~ and inplement strategies compliant with Executive Order 13410 X
7 Examine Requirements in Exishing Contracts
Framiic bene its/rsks of waving cost acc ounting <tandacs X
Fxamine referral and enroliment proces se < X
fust and evenuate through pilof ar demonstiation projocts thie et ctiver ess
of cat acd oul chrenie Jisegswe management programs X
Exdm e ovey drrh;\“g Corfracting strats g} for purrhased carc _;
8 Improve Medical Readiness of the Reserve Component
Asx ';s_tl_ui‘vlmpad o TRICARF Raser a0 5S¢0 L i three tn_f:TJo ;oa?c J_Ti
l;mT ;vo edi atmn/sr;fo“rmatlon flow ahm; 1hk’mhz‘rt|ﬂ: art benofil X
Harmo;u:: levorage work 0?0thnr oview group to mprove Dn/VA i
cwtdination uf benehiciary services and iaduce sdministrative seams
In the Military Health Sy slem X
Puxpand offete in nonpﬂ—mP 1Y C AN0as L) MIOVe A(ose o X
9 Change Incentives 1n the Pharmacy Benefit
Revire Ehp pharmdey medic dﬂ}.‘he, strue ture ) ; i
Conduct a pr'ot pmgr:m 041 the nnpas io; tutal spend dnd oute mies *
Grart Doty antronty to selectively include ol nivally and « ost etfertive
ove the Counter medicalions n the tormulacy when re¢commended by
the Pharmar oeconumics Le iter
Grant Dol aulhonty 46 mandate lhe poit of servie e for Special Lategory
Medic alio 15 based un estabdished «riteria
10 Revise Enrollment Fees and Deductibles for Retirees
Ine re1me enrcliment fees for non Active Duty THICARY Pome beneficianes b3
b slablish ervofiment fees for all othier non Actie Duty benehudn, Categnne A
Estatiish imdexing fur all noa Active Buty beneficiary categ yrtes for entoliment
fees copayment. oeductibles and ¢ atastruphie cape X
Tier enroliment fees based on 1ethee pay x

1

12 Develop Metrics by Which to Assess the Success of Mibitary Health System Transformation

—

Exarnine feasibility of e tablning otber TRICARE opunng so all retirees can
have campJarable choes

Study and Piot Test Programs famed at Coordinating TRICARE and
Private Insurance Coverage

study and posstbly prlot a propram to better coordinate insurance practices for
those 1etirees who are elgible for 1y ivate health care msurance 15 well as TRICARE

Develop metries f suc cese for any planned trar Lformation of commanc and contiol

of the Militar y Health System
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Appendix L Acronyms

AFMS—Au Force Medical Service
AHLTA—A1med Forces I1ealth
Longitudinal Technology Application
AMEDD—A1my Medical Department
AM&S—Acquisition Management
and Support
AVS—Automated Voucher Svstem
BRAC—Base Realignment and Closure
BUMED~-Bureau of Medicine
and Surgery
CHAMPUS—C vihan Health
and Medical Program of the
Uniformed Seivices
CHCBP—Contmued Health Care
Benefit Progiam
CHCC~—Center for Health Care
Contracung
CHF—Congestne Heart Failure
CHPPM—U S Aimy Conter for Health
Promotuon and P1eventive Medicine
CMOP—Consolidated Mail Qutpatient
Pharmacy
CMS—Centers fo Mcdicare &
Medicaid Services
CONUS—( ontinental United States
CPB—( limically Prcventable Burden
DAWIA—Ddfense Acqusition Workforce
Improvement Act
DFFRS—Dcdcnse Furollment Fligibility
Reporting System
DHP—Dcfensc Health Program
DHS—Department of
Homcdland Security
DMAA-—Discase Management
Assousation of America
DMDC—Defense Management
Data C enter
DoD—Department of Defense
DoD IG—D¢partment of Defense
Inspector General
DPO—Ddense Privacy Officer
DSCP—Defense Supply Center
Philadelphia

ETP—Enterprise Transition Plan

FEDS_HEAL—The Federal Suategic
Health Alliance

FEHBP—TFedeial Employees Health
Benefits Program

FFMIA—Fede: al Financial Management
Improvement Act

FHPO—FEDS_HEAL Piogiam Office

FIAR—Financial Improvement and
Audit Readiness

FICA—Federal Insurance
Contiibutions Act

FOH—Federal Occupational Health
FSS—Federal Supply Schedule

GAAP—CGenerally Accepted
Accounting Principles

GAO—Government Accountability
Office (prior to name change
effective July 7, 2004, was
General Accounting Office)

GDP--Choss Domestic Product
GME—General Medical Education
GWQ 1—Global War on lerrorism
HCA—Head of Contracting Activity

HCAA—Health Care
Acquisition Activity

HEDIS—Health kmployer Data
Information System

HHS—Department of Health and
Human Services

HIPAA—Health Insurance Portability
and Accountability Act of 1996

HMO-—Health Maintenance
Organtzation

ID/1IQ—Indefinite Delivery/
Indefinite Quantity

IG—Inspectior General
IMR—Individual Medical Readiness
ISA—Individual Set Aside

LOD—I ine of Duty
MCC—Maunber Choice Center
MEB—Med:ical Fvaluation Board

MEDCOM—U 8§ Army
Medical C ommand
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MEPRS—Medical Lxpense and
Performance Reportng System

MEPS—Military Expendituie
Panel Survey

MERHCF—Medicai e-Ehgible
Retiree Ilealth Care Fund
MHS--Military Health System

MHSPHP—Milita1v Health System
Population Health Portal

MilPer—Military Personnel

MMSO—Military Medical
Support Office

MRMS—MTF Refill Mail Service

MRR-—Medical Readiness Review

MSM—Mulu-Service Market

M IF—Miltary Lieatment Facility

NAVMEDLOGCOM—Naval Medical
Logistics € ommand

NAVSUP—Naval Supply
Systems Command
NCA—National C apital Area
NCPP—Nauonal ¢ ommussion on
Prevention Priorities
NDAA—Nauonal Defense
Authorization Act

NMCSD—Naval Medical Center,
San Diego, Ciliformia

NMOP—National Mail Order Pharmacy
NOE—Nouce of Lhigility
OCHAMPUS—Office ot CHAMPUS
OCONUS—Outude  ontinental

United States
OEF—Operation Enduning Freedom
OIF—Opcration Iraqi Freedom
O&M—Opcrauons and Maintenance
OMB~—Otfice of Management

and Budget
OPM-—Office of Personned Management
OTC—Over-the-Counter
PAR-—Performance and

Accountability Report
PBD—Program Budget Decision

PDTS—Pharmacy Data
Transaction Service

PEB—Physical Exvaluanion Board
PEC—Pharmacocconomuc Genter
PEO—Program Fxccutive Offices

PhRMA—Pharinaceutical Research
and Manufactuiers of America

PPO—Prelerred Provider Organization
PSA—Prime Se1vice Area
PTSD—Post-Traumatic Stress Iisorder
QALY—quality-adjusted hfe years
QDR~Quadrennial Defense Review
RDT&E—Research, Development, Test,
and Exaluation
RFI—Request for Informanon
RFP-—Request for P1oposal

SCRA—Servicemembers
Civil Rehief Act of 2003

SMA—Services Medical Activity
STB—>Sustaiming the Benefit

T3—The Next Generation of
TRICARE Contracts

TAMP—Transition Assistance
Management Program

TBI—Traumatic Bramn Injury
TFL—TRICARE for Lafe
TMA~TRICARE Management Activity

TMOP—TRICARE Mail
Order Pharmacy
TPharm—Combined TRICARE
mail and retail pharmacy contiact

TPRADFM—TRICARE P1ime Remote
for Active Duty Famuly Members

TRO—TRICARE Regional Office
I'RRx—TRICARE Retail Pharmacy
TRS—TRICARE Reserve Select
TSC—1RICARE Seivice Center
TSO—TRICARE Support Office
TSRx—TRICARE Semor Pharmacy
TTAD—Temporary [our of Active Duty
UMC—Umfed Medical Command

UMWA—United Mine Workers
of America

USAMRAA—U S Army Medical
Research Acquisiion Acuvity

USDA—U S Department of Agiiculture

USERRA—Uniformed Services

Employment and Reemploy ment
Rights Act

USFHP—US Fanmuly Health Plan

USTF—Uniformed Services
Ireatment Facility

VA—Department of Veterans Affairs
VHA—Veterans Health Administration

WPMC—Wright-Patterson
Medical Center

[
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Appendix M Task Force Staff

Colonel Christine E Bader
U nated States 10 Tosce Nunve (o
Feeruts se Steretary

Lieutenant Colonel Brian E King
Umted States 40 Force Medical Seroree (o jn
Deparbinent of Defeuse Setnior Revearelt Analy

Lieutenant Celonel Janice F Nickie Green
Untedd States Toney N € orpn
Depar e nt of Defense Yenior Kesearels Anabyst

Commander Leslie Moare
Umited States Naey Medveal Sevvier Corpe
Liepartmeent of Defenre Senior Reweaiely inabyst

Lieutenant Colonel Nanette S Patton
Enutedd States Arnny Medreal Servae Corpy
Bepariment of Defonse Senior Reeaielr Analyt

Lieutenant Commander Waldo F Ferreras
Umited Stutes Novy Mediol Sey 1ee {orps
Department of Defense Senos hesearch Analyst

Major Vito § Smyth
Unated Stutey Arr Foree Mediad Serice (mpy
Depiertment of Defense Semaoy Researeh nalyst

Thomas Abbey
Siajf Direrlor

Betsy L Freeman
Duector Progran Sertices and Public Affuns

Jilllan R Fox
Anoaledygr Manages

A Sheritta Cooper Porter
Logntics Suppor! Manage

Kathi E Hanna, Ph D
Lead Whirter

Sara Davidson Maddox
1dum

Other Contnibutors

McNeil Technologies Inc
Piogram Support

RAND Corporation
Reseaich & Anerysi

Pittny Creative, LLC
Dewgn

Cotorcraft of Virginia, Inc
Pvnu‘mg

Portal Dynramics
Web Suppart
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