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 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 [ beheve that
the Task Force has provided good advice, and 1 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 commuttee,
composed largely of leaders i 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 I look
forward to shanng it with you,

Thank you for your support of the Military Health System

tEmcen:ly,

—

‘Bv-’*—é".d d’iflft___,
David S € Chu

Enclosure
As stated

cc
The Honorable John McCain

Ranking Member G



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

PERSONNEL AND

READINESS MAH.- 2 ,7; 2008

The Honorable Ben Nelson

Chairman, Subcommittee 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 thetr families Consistent with that mission stated in the
John Wamer 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 1tems designed
to mamtamn and improve the Military Health System for the long term I believe that
the Task Force has provided good advice, and [ appreciate 1ts contributions  Overall,
1ts 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 in 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 shanng 1t wath you

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

B #1n Y{, "_’{:__{_’_,_ﬂ 444_,

David S C Chu
Enclosure
As stated

cc
The Honorable Lindsey O. Graham

Ranking Member 6



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

PERSONNEL AND

READINESS MAR ,,2~7 2008

The Honorable lke Skelton

Chairman, Commuttee on Armed Services
U S. House of Representatives
Washington, DC 20515-6035

Dear Mr Chairman

I am pleased to submut to you the (enclesed) 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 Authonzation 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 1tems designed
to mantain 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 ts underway A seruor oversight commuttee,
composed largely of leaders in the Military Health System, has been estabhished 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,

oty O, Dhfpr__

DavidS C Chu
Enclosure
As stated

cC
The Honorable Duncan Hunter
Ranking Member

o



UNDER SECRETARY OF DEFENSE
4000 DEFENSE PENTAGON
WASHINGTON, DC 2030 1-4000

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 submiut 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 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 [ 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 committee,
composed largely of leaders 1 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 shaning 1t with you

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

' ""“'ff/‘/f /. d‘{ff\__,

DavidS C Chu
Enclosure,
As stated

ce
The Honorable John M McHugh

Ranking Member G



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

PERSONNEL AND

READINESS MAFR 2, 7oAme

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

Washington, DC 20510-6025

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 famihies Consistent with that mission stated 1n the
John Warner National Defense Authonzation Act for Fiscal Year 2007 (Section 711 of
Public Law 109-364), the Task Force submitted 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 [ appreciate its contributions  Overall,
its assessments and recommendations are evidence-based and well-reasoned A
detailed evaluation of the report 1s underway A semror oversight commuttee,
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 imely
and feasible implementation plan The plan 15 due by the end of this year, and I look
forward to sharing it with you

Thank you for your support of the Mihitary Health System

Sincerely,
e

dmw, 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 2030 {-4000

PERSONNEL AND

READINESS MAR 27 2008

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

Umnited States Senate

Washington, DC 20510-6028

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 recomimnend changes that
would help sustain the mulitary 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 its report to me on December 20,
2007.

The report contains 12 recommendations and additional action items designed
to maintamn and improve the Military Health System for the long term [ believe that
the Task Force has provided good advice, and I appreciate 1its contributions. Overall,
1ts 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 Military Health System, has been estabhshed 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,

ﬁ"”"‘f{/‘/i /]4 A{W
Lo g

David S C Chu
Enclosure

As stated

ce
The Honorable Ted Stevens

Ranking Member ﬁ



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

PERSONNEL AND

READINESS VAR 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 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 submitted 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,
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 in the Military Health System, has been established to
cvaluate all the recommendations and actions with the objective of developing a imely
and feasible implementation plan The plan 1s due by the end of this year, and 1 look
forward to sharing 1t with you,

Thank you for your support of the Mihtary Health System

Sincerely,

Q__Ba vrldi 0| Chor

David S. C Chu
Enclosure
As stated

cc
The Honorable Jerry Lewss
Ranking Member

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

December 20, 2007

The Honorable Robeit M Gates
Secretary of Defense

The Pentagon

Washmgton, DC 20301

Dear M1 Secretainy

T he Task Force an the Future of Military Health € aie 15 pleased to submit 1o
vou the following repont summairizing our wark

The lask Force was areated (o assess and recomnmend changes that would help
sustain the military health care senvices bemg provided 1o members of the
Arimed Torces, tetinces and then famrlics Wath the nussion speahed i the
Johin W arner Naton ] Ddense \athor tzation Act for Fiscal Year 2007 (Secion
71l of PL 109-3064) as a constant gucke, 1he 1 ask Force presents this iepant of
s findings

The Lask Foree held public heanngs reviened stuches and 1escarch 1egarding
program and organizanonal improvanents 1o the miduars health care systemn,
and visitedd nulitary health care sites As part of the pubhic hearings the Lask
Lorce also has heard oxtensne testnuony related to improving business aned
management practces andcaligning fee snuctures which s a wmajor tocus of
o findings and recommendations The Lask Force has Lad a solid framework
1o sustain and imp ove the tunue of nulitary health carc

In prepanng the report we wore motndied by a behel that the mombers of ou
Armed Totces, thon famhics and mditary reinees, who have made and who
continue 1o mdake enormous personal saaifices m dadendimg Amerieq, deserne a
health care systemn that s flexable, ctoane and cost-cfhacnt In summary, the
system should pronide smuch necded health carc while conadenng ianness to
the Amcrican taxpava We are conhdent that the general finchings in thas repant
represcnt o stiong start towaid achioving our goal

simeerely,
O Lol G0 R
»ail R Wilcnsky, i’hé, John DW Coriey General USAF

( o-Chari ( 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 thal 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 ts essential values and interests These men and women have
responded to frequent and extended deployments 1o dangerous and remote places
Their families have shared a heavy burden as well

The Task Torce by the nattne of wsresponsinlities ind duties was required to
exanune 1 aay of wopies outlhicd s congressional charter Tt considered

milit vy heshh caoe wadun the Imea context of US health care leviewed
considarable dat v the anglian sector and compared miliary health care benchis
o those prosadad by many V'S amplovers and abvo compared the costs Healih cane
costs e sy 1apiedly for the entne Nanon, accountmg for an ever laga share of
g1oss domestie product and stressig namy measures of atfordabiny such as o
and wages Nonethddess, the 1 sk Torco i us deliberanons was mndful of the ngue
role 1 soccty of mibtany service i the mulitary health care svstem and of the fac
thiet le st some of ws value and capababity w nor subject 1o 1he kimd of cost boneht
o1 efficiency measures and ndhvsis that nght be apphiced o the praate health

Cd1t syslenl

Ihe Milnary Heslth Svstom, ke most emplover sponsored health care plans,
putchiases heaith ¢ ae, but, unlike most cmplova-sponsored plans, it also provides
diredt care toits membears anel other chigible bonchiaaries Inaddinon, whale the
Acine Duty torce s heen downsized since the end of the Cold War and mam
Militars Ireatment Faclitie s ave dlased, e si¢ of the nonacuve popal mon of
ehgble boneficdnies has grown and purchased health care has bocome a larger part
of the dafonse health care bueget Yet as the Task Force 1ccognized, 1t all s the
Malitary Thealth Ssstom must bo appropnatcdy sizod ind vosourced to assure that the
nuliary can padorm the full range of nnssions dirccred by navonal leadarshap This
incJudes anstmg that sarvice mambas are it to deploy {or arduous duty, ofton 1o
dangoious places, where they ¢an become casialties of war They must have and
they descrve, Inglhi-quality health care

huars deliberanons, the Task Force alsorccogmzed that nulunary 1ctirement 1s not
hike most cnalian ranonent ssstems To encow age mihitar v members to choose the
milary as a Cireer the ratrament systom provedes for no vesting unil actual
reprement which ovpucally consests of at feast 20 years ol sarvice (or the cquivalont
usig o pomnt system for manbas of the Rescrve Component) Members are subgect
tovecall abter rctmement f than sersice s neeeded m ome of nacional sy In
addivon, mombers often nerequunedtorcine carlicr than enalians, somernmes
upon 4 fnad numnba of vens of serviee Morcova, the enue nulinary compansduon
svstem dificrs from the tvprcal enabian salary svstom bedause much of the compen-
sanon s ‘m-kind or delased’ Thus, changes in the health care bonelit must be
examinccd 1in the content of this unique sistem and 1ts compensation laws, pnllﬁes,
and programs



I this repant, the Task Force ende nored to find the night halance between ensuning
a cost-eftectine, cdficient and high-quahnn health care svstem tor mulitary benehcia-
nes and managing a system with spnaling costs that, 1f unchedked, will continue 10
c1eate an increasing burden on the American taspayer Clearh health care for
service menibers 1s patamaunt, and the Miliwary Health System can make mam
adjustments te streambine its operations and wchieve heightened effectiveness while
contuning to provide ingh-qualin care At the same ume, the systemn cannot be

sust uned at the cunrent level without some degiee of accountability and contisbution
trom nulitary retirees Americans exervwhere are paying lngh costs for health care
Winle military retnees desere a mote geneous benefit because of their sacifices
md vears of service 1ddatnel modost increases m out-of pocket costs will not only
help stabilize the svstem and make 1 mome account ible, but will also be Jooked upon
as ey apmoprate by the Amencm tapava In addimon this modest contibution
will help sustany the military Jealth care system o the future when today s Wai fighter s
will relv onar m then reusoment 1he Tash Force 1ecogizes that us proposals,

i1 weepted will not be able 101 sole the fmure buelgetary problems that the
Department of Defense will f1ice as 1vicsult of 1apid {uru e mareasmg costs ol the
Mibitan Health Svstem These ale 1ssues that will need to he addressed bv the
Deparimaeni of Dedense md Congress u the vears o come



Executive Summary

The provision of health services and health benefits 1s an established and significant
mission of each service branch of the U'S mulitary The extent and volume of health
care services provided through mulitary programs have grown dramatically since
World War i resulting in the world's largest miltary health care system This system
serves several distinct categenies of beneficiaries including Active Duty military
Fersormei, families of Active Dut}{7 nersonnel, reservists, and mihtary retirees and
heir dependents Unlike civilian nealth care systems the Mililary Health System
must give prionty to military readiness the Nation s engagement in a long war on
terror the 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 authorilies

Cnvent the current ind ke tatwe comamtments of the malitary, ot s wgent
sexvetal persistent and new challenges facng todav’s carrent Milnary Health Svsiemn
be addiessed Thaese indade a tomples heahh care emnonment that denaneds
mercased cmphses o1 best practices, the necd for ddhaent and effective procarement
ancl contract managament 1sme costs the cxpansion of banefits, the macased use
of benchts by mnlitany setnces and the Resorve nulituy components, continued
hicalth core mflanon, and | RICARE pramumis and cost-shaning provisions that have
been lavd tor ngarhy o dec g

I he s challenges mast be considacd i the contexts of the cunrant and ongong
ncedds ol Active Dy walinass porsonined and then fanabes, the anncal need for
mechical 1eadmess of acone Duty mahitany pasonned the aging of the nnlitary raie
popilation ane the yoader backdvop of the TS health cane ccomonny, m which the
mititary health care svstom opordtes 1o susiam and mprove mibitany health cane
henefis for the Tong rune acoions must be eiken now 1o adjpust the system n the

most cost-effecone wave The Mihitars Health Svarom must be appropnaich wzed
1osomecd, and stabibzed 1o ensi e force 1eadimess and the provigon of the lughest
quality miost cost-cilcctne health care to bonehaanes

Congressional concerns about the 1sing costs of the noditary health mession weae
1eflected m Scanon 711 of the National Dedonse Authonzation Act for Tiscal Year
2007, which ¢stabhished the 1 vk Torce on the Tuture of Military Health Carc to
make recommenddations to Congiress om 1 broad 1ange of mulnary health care ssues
Risimg health care costs posult rom a multtude of factars that are aftecungs not

onby the Deparomaen of Drefonse (DoD) but also Ticalth care in general thew
factors maiude greatar wse of services mnaeasinghy aapensne technology and
phaimaccuncals, groving numbars of users, and the aging of the 1cuce populanon

This is the Task orce s mal vepoit to Congiess the interim 1eport was delnered

m May 2007 S ats tnst meeung on December 21, 2000 the Task Foree comened
13 public meeungs in Washmgton DC  and moetingsan San Antome Texas, and
Natfolk Vigimag, to gither information pertinent to the topies histed i its chaige
It1ccened mtormaononal brichngs and wiitien statements and held discussions

with stakeholdars of the Military Ticalth Syvstem and othey «xperts in health cane



-

managentent and imanang In Auguast 2007 {fow members of the Tash Toree navelled
oy Qatay, iag and Germamy to meet with leader ship at Military Theatment Facilines
at operatng bases to discuss ssues of coneern 1elating 1o health care dehiveny, health
care operatons mecical personncd morale and organizatonal st ucture

The lask Force also reviewed teports, studies, and veviews produced by the Govern-
ment Accountabiliy Ofhice the Asustant Secretany of Delense (Health Alfans), and
others, as specihcaliy duected m ns charge In developing irs recommendatons, the
bask Fonce sought st ategues that are based on the best infor mation available, with
1at1onales that can be elewrly aruculated In addiion, as recommencdatons were
developed, then 1mpact on beneficarics, especially any financial impact, was
expheitly addiessed

I responding 1o one element of ws charge, the 1ask Foice dechned to make recom
mendations al this ume Gureen the senvices” differing views and the uncertam state of
legislaine developments regaiding further nulitaiy to uvilian comersions, the Tash
turce does not take iy position on thes mattar Tinal legislative duection and ats
ellect on the servaces abibiy (o meet nussion requements and the demands of
pracctime health g, should be consdered hdore tuntha acuon s recommended

Finally, althougli not tasked to1aven ssanes partanung 1o the 1ecutment and

retention of medical personned needed ton lorce readiness and a comprehensve
health care svatem the Lask Force notes 1he ontical need for focused study and
acnon i this arca

Ihe 1ok lorce s in mdependont enuin Thus based on the authoniang language
acatiug 1t and s charge its mambers have operateed on the premise that delibes a-
nons wonld proceed wili no proconcane d outcomes or recommendations Ity
starting pomnts were established gudance 1 law 1egulaton, and policy  Lhese

e posts framed discussions and served as deparin ¢ pomts i the consicder anon of
am potential dhanges to easting policy The sk Force conducied its deliber atons
m an open nd Dansparen| process 1omainmg accessible and 1esponsie (o all
CONLL ed constitienues

Fimdings and Recommendations

The ik Toree condludes that first and loncmast, DolY mast mamtaimn & health
cate systent that mcces the mlitany s 1cadiness needs Dol should make changes m
Hs busimess and health care praciices ammed atimprovmg the dffeaneness of the
malit uy health care aostom The Task Tovee also believes that those treated by thas
svatem—itmltary mambas and rcurces as wdl as then dependents—deserve a
genarous health care banchit mccogmbon of than impot tant service to the Nation
Howaver o be fan to the Amancan taxp ners, the militaty heafth care benehit must
be 1casonably consistent wath broad nends e the US health care system

Vo nmplament these ovarandung condlusions, the Task Torce makes several bhoad
teeomnni ndations Mamy of those 1ccommendations, if implamented, would affe a
the cotiee Miliciy Health Systemn Ol rocommendanons are tocused on the
health benefits for malitaiy retnees Importantly the Lask Force recommends no
<hanges i the mimunal costs now pard by detrne Puty nualiary pasonnel o then
{amialy mombers o healih care



Integration of Direct and Contracted Care

Findings

The Miluwary Tealth $yvstem does not function as a fully integrared health caic
system but s divided into o dircet care svotamy which s stsedt composed of separate
se1vice systems, and a system of contracted sexvices (¢ g, managed care support
contracts and pharmacy} DoD needs o strategy for heaith care delivery that inte-
grates the direct care system and the cont acts supporting DoD health care delivery
(1e, puichased care) Lack ol integranon diffuses accountabihty for fiscal manage-
ment, results 1 nusalignment of tncentnes and limats the potential {01 continuous
mprosement i the quality of care delivercd o beneficiaries

In m o1 markets within the Malitary Health Svstam such as the National Capntal
Region ot San Antonio therc s msufhaent plannimg and accountabnliey at the Jocal
level ro ensue mrcgrated provavion of seivices Thore s ne single poim of account-
abihity fon costs within a parocular marker, dor services provided to the bencficiary
population, o for health care outcomes

There are stveral factors contihuting to the lack of an megrated strategy Dol
procedwes donot provide kon an integrated approach to accountabiliny and fiancial
empowerment for managing overall populanon health care This is coupled with
frscal cons aims that separ e the funding of the duect cate and purchased care
ssstems thereby liminng the Aexibihiy needed at the local fevel o make the most
cost-effectve and beneticial health care delnery dectsions lor beneficiaries

Racgmmendation 1 Deveion o Straicey for Dileoreting Direct and Purchases Cate

DoD} should develop a planning and management strategv that mtegiates the
dnect health care system with the purchased care svsiem and promotes such
mtegrauon at the level where care is provided Tlas stategy will permnt the
maintenance and enhancement of the direct care system’s support of the militany
mission while allowing lor the opumizaton of the delivery of health cane 10 al)
DoD heneliciaries

Action Mtems

* Lhe Othce of the Seaerary of Dodense, the Jomt Stad, and the mulitars depait
ments should dovelopr a siategy for health case dednay that mtegrates the
dunect and the purchased care systams

* Dol should

= mrovide meanties that optimuze the bost pradiices of dined care and prnate
SeLLol cdle

- hiscally cmpowes the indinaduals manigimg the provision of integrated health
care and hold the same mdniduals sppropriately accountable,

- draft legislative language o create a fiscal poliy that faalitates an e grated
approach 1o militars health care, and

~davdop metnies to measure whetlier the planning aind managontent strategs
produces the desired ourcomes




fmplement Best Prachice«

Findings

Thc Task Force inqun v imto best practices was or ganrzed mto three areas of focus
1) program ¢valuation, 2 iinancal connols, induding over all convollership,
ehgbiliny and entollment, and TRICARE 15 a second paver, and 3) prevention
and disedse management

Scdected aspects of TRICAR] connactors” paformance and beneficaries expen
ence of care have been assesscd, but this ilormation 1s not accessible 1o benehciarics
In addiuon, alignment with public md pinate scctor quality assessment and trans
Pdlency mitidines 1s variable DolY has a substantial oppor tunity to jon with othes
major prchasas to be anuuportant part of the solution Curent practices in the
Militay Tlealth Svstem are ovahy {ocuscd on connollimg une prices rather than on
clinical and fiscal outcomes The Mihitary Tlcakih System could be well served by s
coflabor ston with the prvate scctor and otha federal agenaes and should continue
o mpove 1t

Rerommencaact ¢ Colfelergte with Ofher Pavers on Best Praciites
BoD should charter an advisarv group (o enhance Militny Health Svstem

collaborauon with the private sector and other federal agencies 1n order to
shaic adopt, and promote best pracuces

Action Hems

* Dol} should
ign winh the Dep irtments of He drh and Humans Services and Veterans
Mianrs the Oltice of 'ersonnel Manigement, and private secto

o1 ganizations to Make health ¢ ve qualiy and costs mole tanspatent
and e1silv accessible In all benehaianes

f

use posformance based dinie il reporung by managed care suppont
contiactors and the direct care system

- strengthen mcentroes to pronders ind health msurers to achiesve hugh-qualits
and high-value paformance, and

—implemnent a svstemave stratesy of prlot and domonsts ation psojedts w
evluate changes in Militany He sl Svaiom practices and identiby suceesstul
1 acllee s ‘t)l INOI e w ldt’\})] € (]d ]Il]])’et]]( niation

Findings

the Do) policies, practces, ind procecdures {or the ovarsight of enrollment and
chininlny data appeared to be of fanrh Tngh quaduy, however, as s true m (he prinate
stctor s ovarsaght of healih plan invnaal contsols and woordination of benehts,
weakngsses i the system o arse Several factors conunue 1o creatc an especialh
challenging eovnonment for chigibihiny dere nunations and nacking These incJuele
the pace of acrnony, tire numbers of bencha nics commg mo o1 goang ol of the
svstent the heasy reliince ot Reserve Components the use of 1RICARE as 4 second
poer for some benchaames ind e frcquent diange s m family stucwe of beneh-
arares These dhanges have 1agmibicant unpact on g svstem that vehes largedy on the
sclf-re por g of events that migger digailuliny on mcddygilnliny tor benefits Thes
tends justify an extanal doom the ared 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 onh those who aie ehgible for health benefit
cover age recerve such coverage, and 2) that comphance with law and poliey
regarding TRICARE as a second paver 1s winform

Achign ltems
* Dol should

- chaige the aucitor with assessing the most dificacious and cost-etfectne
approach, Tor example 1t aud identiication and prevention and system
changes to the Defense Management Data Cemer and.or Delense Enrollment
Lhgibility Reportng System,

~ensui e that audu recommendations ne imptemented ind mclude follow-up
dane

~ establish a common cost accountig sysiem that provides truc and iccutate
accounting lor management nd supports comphiance wath law that TRICARL
be a sccomd payer when there 1s other health s ance

Findings

Ihe services are conducung wellne ss and prevantion programs genet ally consistent
with recommend wons of the Nation J Comusaon on Pyevention Prionties In
addmwion they have piontzed suade preventton aind stess minagement, however,
mercoming sugma in seehing early low-level stress counseling remains an imporaim
peblem Ahhough Dol prevention ettorts are extensne, they appear to be of hmued
eftectnences m the arcas of weight ninagemeont and smoking cessation and thes
tack pransparency and Dol»wide coodmtion

Do has several inudtnes in place 1o mpn ove 1ts discase man gement prog ams and
s currenthv awmung indmes and recommendations ttom an o rnal study of thon
cflucmencss However, case managoment m the Military Health Systam s not
standlardized avoss the swstem, which does not opumize the opportwnty for betta
he i care com dmation




Recommendation § Implement Wellness and Frevention Guidelines

DoD should tollow national wellness and p1evenuon guidelines and promote the
appropriate use of health care 1esources through standaidized case management
and disease management programs These guidelines should be apphed across
the Military Health System to ensure militayy seadiness and eptimal benehaary
health

Action ltems

* To promaote accountabihity and transparency 1 fiscal management and quahts
of seivices, Dob should

- continue to pronitize prevention progams i accordance with the Nauonal
¢ omnussion on Praovenuon Puonites,

- nplement and sesowce standaicdized ¢ase management and care covrdina-
von that extends bovond the Wounded Wariim to other benehciaiy groups
AL 088 lhﬂ 'ipecll tum of care

—ensure nmeh porlormance fecdback to clmical providers managers and the
chrun of command throngh a tmehy 1nd easly accessible yeportung svstem
such as a provder score card and

— mamtain ngh Jeved viabihn of busness and dimical perlormance fon the
enire enterprise via the bre Service Business Planning Process and the
Ay Heddth $voiom Bal ieed Score Card Metiic Panel

Inmiprove Efficienciec and Cost Thoctve ness of the Mibtary Health Leit
Frocuremen! Systemn

findings

111 1996, the DoB ebhoenon or medical service contracts was %1 6 bilhon By 2005
tUus obhigation had inacased 1o $8 bithon—1 412 pacenm macase This growth in
sarvice acgpusiaon spendimg has sesabied m part from recent lends and changes,
mcluding mulnany ind avilian workionce downsizing, outsourang mitaties, the
expansion uf the TRICARY bunctit and the nced to meet new requirements and
demanes Torcduce growtl m the cost of madhicd] service conty acts, DoD has
utiate el seomme wtinies to siteambing acgiisiton nanagement and pertormance
based seavice comtracts, hosever, more can he done 1o contam costs

[he Lask Force found savaral svatomise obstades 1o 1he use of more ethaem and
cost-eHectve contiactng strategies for health caze support and statfing services
nuam of which are beny addressed thiough curent mitiatnes, such ds usng

strate gie sonrag, standaidizing the acquisition processes, € stablishing multiple
awatd task mmdars and mplanenting othor strategies for sneamliming the process
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Recommendetion 5 Prionihize Arquisitian in the TRICARE Manrgement Activiiy

DoD should restucture the TRICARF Management Acuvity to place greater
emphasis on 1ts acquisition role

Artion items
* oD should

- etevate the level of the Head of Contacting Acnmn

- ansme acquisiion personncd ate certihiod accondimg to the Defense Acquisition
Watklorce Iimprovement Act! and have stiong competenaes m health carc
plocurement,

~ ensne that the managesment of acquinition progr s 1s consstent with the
Delense Acqussttion Sysiem process,

—veate a sustem of chechs and balances v separ ng the acquisimion Jundions
from the 1equrementsroper aions and the budgeiyimance funcoons and
placing them under a Chiel Acquistion Olhcer-equn alent who oper ates
mdependently and 15 on same leved in the ayganizatuon as the Chief of Health
Fhin Operauons and Chiel Timance il Ofhcer, and

—mplement a studh 1o determine 1if 111+ m the best mterests of the governmiem
w enlocate the FRICARE Deputs € hiel T RIC ARL Acquisitions o1 gamzation
and is acquisiuen counter paits

Rriommer galton o implement Best Prachices 10 Procuremen
DoD should aggressivels Took for and mcor porate best pracoces from the public
and prnvate sectors with respect to health care purchasing

Action lem
* Dol> showdd exanune and unplanont statcgies 1o ensure compliance with the
primaples of salue-dinen health carc consistent with I xecutive rdey 134106
Promotimg Qualny and Efhaent Hedih C e Feder sl Governimem
Adnmmstored o Sponsarcd Health Cave Proga ams

I Fhe Defeaee Acguepatinn Bk juree Bnpasement Aoty sgned vta da oo Nnoember J990 and vequiie the Secrcinn of
Deferse to g tablih edication and tamsi, standards sequaements and (oitbes o the e e and mabibury wegiasatron
corkforce The scquoremenis ore barved o the comPlocities of e wh and oo Qoded o Dol SO00 52 8 Caveer Drevefopnent
Progianm for Acqanateon Peromiel  Croduen posebons and mibinr bidlen s B sogrianon asdem have acguittion didio thal
Judt vta 19 cavecr fredds puth The et has been caomended o e o tome e s vnetitent b estensi e chegey e 2640
Sewhitp deprany da mad DANTA_TT PO 09092007 _TINAT prr

i3}



Recommendation / Examine Requirements i Exiching Contracts

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

Action Items
* Do should

—exdanune whether the banchis from wawing cost accounting standards
outweigh the 11shs assoctatcd with the wane

— exanine the cutrentrcguaooments fon the delivery of health care services
mchudimeg the contractor s 1ele in accomplishing 1eferrals U need for
author iz wons, and whather enoliment could be accomplished by Dol with
registyaton palormed by manged care support contiactons

= test and ey fu e though pot en demonstuiation projects the effectneness of
canved out chaome disease management programs and

—esamme the overar dung contn acung strategy {or purchased care to considel
whetlter certan functions shoulkd he

> added 1o managed Cire suppor tcontadts (e g, markenng/educanon and
FRIC ARE {0 Life claum processg), andio

> canved out hhom man igad care support contracts (e g speualized contracts
10 enltance disease nan wement o3 other mnovats e ot programs)

fmparove Deatee! Readiree of the Reserve Component

Findings

Lhe 1 msion of the Guard and (the Kescve f1om a stidle gie reseine (o an operd-
nonal force has placed addinon il demands on the Mt ary He alth Svstem biom: the
readiness and ieabth bene bt porspeanes Wih the October 1, 2007, chianges to the
I RIC ARY Reserve Select benedit connes the meare ised need for education to miorm
the dligible population bout those ehimges and the wial benehit In addion Lash
Loree descussions with mombers of the Rescrve Componaint sevealed several koy
aeas of concan

e the need tor a Total Force solunon set that addiesses hoth 1cadimess and he alth
care 45 1 henedi

* the need o1 @ seamless hoalth henchit to promote mecheal readmess and Lanul
stablty wlndt enlyances deplovabiliny, and

* the nood to nnpioved « dhacanon and o mation dissemmation 1o reservisis
about then health ¢ benddt optons and how (o use the nubitary health care
syslem

As the Task Tonce reviened the ssues 1elated to medical teadimess and the Reserve
Component 1t discovered that mam of those saine 1ssues abso applhy 10 subscts of the
Acine { ompotent Soarcgics implomentod to anhancd readmess ind nuprove the
benchr dor the Reserve Componan wonld ufumatch improve condions lon the
Fotal Torce



Recommendation 8 improve Medical Readiness of the Reserve Companen,

Dol} shouid imp1 ove medical readiness for the Reserve Component, recogmizing
that 1ts readiness 15 a critical aspect of overall Iotal Force readmess

Action ltems
¢ DoDY sheuld

— after three to five vears, 1ssess the impact of 1ecent changes m TRIC ARL
Reserve Select eligibility on readimess 1ssues 1 his assessment should mdlucle
exanuning the adequacy of the provida network to absarb the adchtional
workload and to provide sufhaent geographic cnerage tor the dispersed
beneficlary population,

= unprene miorm won dissemination beut the health beneht program to both
the service membar and histher tambk membess, particularh at tumes not
assoctated with mobiization/demobilization

—harmonize and leverage the work ol other 1eview groups to sueamhine
processes to promate hetter “hand oifs’ from the DoD to the Veter ins Affurs
he dth svstem, and reduce admunistiatine seams 10 the Milnaiy Health
System 1o ensure benchaaticsvecene tdoguate saviee and

—pand tionis to promote providar parniapation n the network m nonprnme
SEIVICE d1€ds L0 UTIPIOVE diLess

Iodify the Phermacy Benelit 1o Enconrcge More Cost Effcctve Uste

Findings

I'he lask Toree heard commang arguments that panvate secton plans have heen abie
toreduce the growih i pharmia cosis wlnloratammyg dimal eHecnveness s
providing benchaanes with greater mcentines o unlize prefenad diugs and 1l
manlenanee presciipions tsng matd ordes senvaces Gonene drugs have the lowes
copavinent followed by formulary chugs and nonformulary diugs Howeva, cunam
Dol pharmacy copaymen polices do not provide adeguate meentnes for parionts to
use the most cost-¢Heetnc alteanatnes, sueh as the mail mda phaimaey o1 o Milnay
Incatment Fachty Fmploving fmanaal imcenings to encomage the use of the mail
ordar phatnacy actoss all bonchoarsy gronps should deocas 1etal phann s coses
while proserving access to the local pharmacy The cwrent Dold formuldiy e
structure and copayiment polices do not acate cHective meenines to stmula
compirance with ¢himc 1]l bost pracirces o1 to use the most cost-cflecine poimnt ol
scnvace for modications

Recommendaiton 9 Lhanze Incentives in the Phiarmacy Benefil

Congress and DoD should revise the pharmacy tier and copayment structures
based on chinical and cost-effe cuveness standards to promote greater mncentive to
use prefened medicanons and cost-etectne ponts of seracc

Artion lteme
« The tier structure should be as follows

-Ta I Puclencd—prelarcd imechicauons to melode selecred oner-the-
counter drugs cost-electne brand products genaes

- her 2 Other lormulary medicatons
—Tier 3 Nonlovmulary mmedications

- Tes 4 Speaial Categony Medicanoms—vany expensing, speaidley, ancl/or
otechnology diugs with a mandared point of service The Dol? Phai maco-
economic Centar would speady the tal {or establishing copavments and
pomts of service for the most cost-effectne delnvery fo the speanl medwation
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* Congiess should

~ grant authonty 1 DoD 1o selecinely imclude over-the-counter medications
in the {oymulany based on chimwal etfectneness and cost-effectiveness as
evaluated and recommended by the Pharmacoeconomi Center and

—g1ant wthonty to Dol) to mandate the point of setvice for cevtamn carefulh
selecied medicauons (Specral Category Medicnions) based on prior estab-
Iished antena that take mro consideravon hagh chinical 1isk, short supply, o
exieme ¢osl, as tecommended by the Pharm wcoecononuc Contel

.

Dol should conduct a prlot prog am mntegratng the Phirmacy Benefit Manage
ment tuncuon withim the managed caie support contract 1n one of the three
Se1V e 1eg1ons Lo assess and ¢valuate the impact on tetal spend and outcomes
Thius prlot should test and evaluate alternatne appsoaches successfully imple
mented 1 the prvate sector thit would seek toreduce the total health care
spend mmaeise mal order use better integs ate phaimacy programs and
dnucal cuce nd mamtun o improve benchoay saustacon The goal of such
4 prlot program would be 1o achieve bettaa total hinanaal and health outcomes
m the Miln uy Health Ssstem as asesult of an integ ated pharmacy service

The overall results mootal costs and health outcomes 1y this one region should
aventiially he compared with those 1 the other 1¢gnons 1o determume the best
approach for the Mihit oy Health Systamon tonms of total spend imd outcomes

Uptale and Revise Retree Cost Snening

Findings

I RIC ARL s cost shanng pronvisions—that 1s the poruon of costs horne by 1etree
benehictanies and 1the govanmant-— ¢ not alw ns conducive to the proviston of the
best health care tor milnany samces and v rapdly beconung an anachronism
Because costs horne by ramces under age 6% have boon iixed in dollan terms sinee
1990, when 1 RICARE was bemg ostiblished, the porion of medical care costs
sstmced by those minhicaiy tetinces has deeimcd by a lacton of two o thice and,
undess wton s taken that poroon will contmue 1o fall This decdme in the shirc of
costs prad by the undar-b% 1ance has rosnited i highar costs for Dol but the Task
Fotce belicves that cost prossitios should not be the only 1e sson tan change Rathe,
the Task Force beboves that cosi-sharmg provisiens {fo1 1etuecs should be alicred
breanse, 1 somd cases the diangds meny hddp anprove ramce healih care, rationalize
the use of carc 1csources and nprove weountabihny Alse the anent cost-siarmg
provsens sun so counta 1o oad ironds m U S health cane that they produce an
marcasmg burden i tams of costs 10U S taspners Fenally, the Task Tared fomnd
that curient FRICART plans lon retnees do not provide sufhoont chowces among
TRICART opuons

Recommendation 18 Revise Bnrol ment Fees ant Deauctibles for Retiress

a DoD should propose and Congress should accept phased-in changes 1n
entollment fees and deductibles tor retirees under 63 that restore cost-shaiing
relanonships put in place when TRICART was created

Most {ees and deducribles should e ticed, <o that they ave highey {m thos
recerng lugho e ad pay The Tash Tonce also rccommnends changes in othes
featines such as copay mants anel the catastiopliue cap Maost of these changes should
be phascdm over foun vears



b DoD should propose and Congress should accept a modest emioliment fee for
TRICARE for Life beneficiares

The tee 15 not proposed in order to reduce Dol costs Rather, a modest fee will foster
personal accountabiiity and 1s consestent with the Task Force philosophy that military
retnee health care should be very generous but not free This chanpe should be
phased 1n over lour vears

¢ The Task Foice strongly recommends that DoD should propose and Congress
should accept automatic, annual mdexing of enrollment fees that maintain the
cost-sharing relationship put i place when 1RICARE was created to account {or
future mcieases in per capita mihary medical costs

Unless automatic indexing 1s put i place the cost shares restored by the one fime
change i renee cost shamg will not be manamed Otha doments of cost sharmng
such 15 deductibles and copaymonts, should not be indened annually but should be
teassessed at least cvery five vears

Acticn Hems

* Do should unple ment, and Congress shoulel accept, all the cost sharmg
recommendations hsted above

Congiess would need 1o make spearhic changes i the law as tollows

-modhiy exsting I 1o change the enollment fec with terimg bised on retinee
pay 101 Prime Family aud Proune Single

—estiblish a fce for 1RIC ARE Standard with nored deducubles tor Fanuy and
Stngle, aml

—adjust the catastrophic cap

.

It addhtion Gongress would have 1o authonize the Seactary of Defense o1 Tus
designee, 1o make changes to the enmsollment lees and tered salary ranges
mnmallv hased on the newlv davedoped Dol imdex and make changes o

copay nnts, dedoctbles and the catastrophic cap as nocessary at least ¢very fine
vears makmg catam to sty within the Do) approved indes

Dol should cxamimee the o sibihey of establishing othor TRICART options
sathat all remces can be assurcd of having connparable chorees imong
FRICARF options such as Prime and Standard

Findings

Thare are coodimation wssacs for ihe group of nulitary reurces undear age 63

who lave access 10 TRICARE and are abso cmploved and who have access to then
emplovas health msurance plap Onc-lowth of rctuecs do not have access o
private emplover instnance For those mdnaduals, TRICARE s cdlear s then

mam and only health coverage, and there are no issues of coordimation Howesver,
tsumates hrom a 2000 sunvey of malitary retrecs suggest that even though 63 percent
ol retnecs under the age of 65 and 38 percent of thenr dependents a1e ehigible fon
msurance from the retnec s anployer, only 40 percent dlect prnvate conerage for
thamsehes while 29 pareent elect dependent coverage This suggests that the
maponty (60 parcent) of 1etirces who are ehgable for private msurance through then
cmplovel are nstead usmg FRICART as a promany paver Yor the s andmaduals Do
pavs all medical costs ¢ven though they ave emploved and have decess w amployer
health benefits




Congress dosigned TRIC ARI to be a second paver, and most 1¢tirees use 1t this way
Howevey TRIC ARL cannot act as a second payer of it 1s not aware of the retirees
emplover st ance, and 1etnecs may choose 1o use whichever coverage is most
advantageous for a partucular episode of medical care which could result in fess-
than-opumal health carc Sull other 1cmees are eligible for medical insuance
through a prvate emplover but voluntarsly choose to diop that coverage o not
wcess it when v ailable and use TRIC ARE The number of 1etuees in thus group

15 substantial

The Isk Force behieves that steps should be tahen to better comdinate health
msuiance lor those undei-65 retirees with both TRICARLE and prnate emplove
mswance Tor these mdnaduals, the poal 18 to ensuze that the 1euree relies on onh
one mstance plan and hence one set of providers, with TRIC ARL acting as no
more than a second pavar Better coodimauon could help hold down the growth in
Dob medc ] costawhile also mmproving health care

Recommentalion 11 Study ane Pref Teso P oy ame ainaed @ Coordinzting TRICARE enc
Povate frsurance Ceverays

DoD should commission a studhy and then poswbly 4 prilot program, aimmed at
bettar comdinatng msurance pracices amuong those retirees who are eligible tor
private health care insurance as well as I RICARE

Command end Contic? Stracvdre o Wenage 1he Mintary Health Systen

Findings

Lhere has boen considerable debate By otha DoD groups about the costs and
benddits of 1 wihaod or more megrated command and contrel stucture for the
Miliary Healih Svstom culimming with the most recent 1o commendation for 4

Iy fense Heahh Agencs A Govanment Accommtabiliny Otfice 2007 1eview of the
stuches undortaken n Dol dacrmmed thn Dol did nor perfornt a compie hensive
cost-bencht anadlysis of all potenoat opnons Among otha things, GAQ recommondedd
that “DOD davdop pardormance mcasies to monton the progress of s chosen
plan tow ped ackovmg the goals of the mansdonmanan * Green the relatvey short
pantod that lias passed since the Gavanmaont Accomtability Qlhce made thas
recomunendanon, the Pask Torae helicves it s promacure toanake addimonal recoms-
mendations Howavar the Task Torce belicves ns appropriate that DaD and Healih
Aftancmonttor and assess the cfecrs of amy proposad changos Funthermaon ¢
consiste s with the QGoeabar 2007 weport hom the Govarnment Accountalnhiy Office
DolY should cvalutte an addional opuons ton change m tans of the costs and
henchirs 1o be danad from cach option under considaration

Rerommendation 12 Develop Metrics by Whieh to Assess the Suceess of Mihitary Health
System Transformation

Doly should develop metiics by which to measure the success of anv planned
transformation of the command and conu ol suuccure of the Military Health
Svstemn, taking o consideration s costs and benefits

In sum, what s needed 1 a foens on snratcgic mteg ation and preserang the best
aspetts ol the current systent, while improving and enhancmg the debivery of
weessble, quabty health cane over the long term The system must be as effective and
efhient as possible while beng allardable to the gover nment and 1o benehaanes,
ud it should borrow bost pracuces rom the public and private sectors Changes to
the system <hould net dinumish the vust of benefiaaries or lower the current high
quabity of health care sevvices that are provided to Acoive Duty and Reserve military
personnel and thar famih mombars and 1o retmees and then famuly member s



Introduction

The history of military health care dates back more than two centuries, when
Congress enacled leisiation 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 miilary relirees and then dependents

Ihe provasion of health sarvices asud health hencfisos an establishod and agimboant
nussion of ¢ ih «ervice brinch Infact, the extent md volume of bealth ¢ e serviees
proviced though mibzan programs have grown diamtcally smce World War 11,
rosulting e the world’s hirgest imliany health e system s system serves several
diinet o] vaes of anehuanes, mduadmg Ao Duts amhitary personnel, tamilies of
Adnve Duty parsonned, reservists, md mibzany vetirees and then depandents At 1he
sanie tine, unbke enalinm health care svstems, the Military Health System (VMHS)
must groe proiny o nplitary readimess, the Nagon’s angagoment an 1 long war on
icator the support of g convenional war o necessany the provision of I imtaran
1ehiet ancd vesponse to nat el dsasters and the adnesanom of other missons
tequued by nanonal command authonines The miliary health care system which
has evohved m vartous wavs since s areanon was modihod substantially m Fiseal
Yean 1994 when the Depavtsent of Defense (Dol immnated the TRIC ARE program
I RICARE was imtended 1o batier control the escalanng costs of medical care
provade qualiny care bn o downszed bt iy and for an everano easng number of
retred mbitany benchaanes, ind jeahgn the sustam o the dosure of mam mifitary
medical tscalimes

TRICARE provides medhcal care 10 chgble hondicmes through a comibin ion of
dincer carcm nnditary dinies and hospitads and aubian-purchased care Medical
scrvaces provdod o Military hreannene Taahtes (M7 19 aacdude ontpanent and
inpatient cane for medical and st gical conditions, phamacy senvaces, phyacd
oxammations, dont il care and diagnostie, laboyatory and radiological tews and
SETVICLS

Ihe roles and contnbutions of the Rescrve Component have changed simee the end
of the Cold War Trom [94% 10 1989 voscrvists ware called to active duty as pait of a
molnlizatson by the fodaral govanment only fowr tmes, an aver age of less than once
pu decade P Smee 1990 1050 ss have baen mobilized by e fedaal gonanniont
sIX 1nes an aveldge of ncah once avary threcyears 2 Addiinionally, since Scpramba
11, 2001 the Reserve Component has becn used cxiensnely 1o suppoit the Global
War on Tonronsm (GWOT) In fac about 500000 reservists b ne boeen mobilized,
promattly o1 connngency oparatons m Afghanistan and baq Asa 1e5ult, Rescave
wts are Beoommyg nuoe meg ated mro mibitany operatons callimg for a new
rehitional madd baween the Actve Duny and Reserve Components, and mcrcasing
the denvands on the MTIS wath subse quent mcredascs m health care expendieures

§OAC) Mabuieeny Poowrned Dol Seeds o Finbie b Stiategs and hapro ¢ Tramsparenes o o0 hewerce nnd Sabonal Cuard
Comfersatron to Musage Sgndheant C il Cast UAG 87 825 Wasdungtan DO 2007 p 1 Note Fhe Cenere!
Qeqounitong, Otfers chenged o wame to the Co cvnment Accountabidety Ofpee o July 7 2004 € 40 05 ved Boroughout thes
documtoit do 1ot o cillyr oy
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Impetus for This Report

Congresstonal concerns about the 1ising costs of the nulinany health mssion woe
reflected m Secuon 711 of the Natonal Defense Authotization Act tor Fiscal Yean
2007, which established the Task Foree on the Future of Military Health Care 1o
make recommencitions to Congress on a broad 1ange ot nulitary health care 1ssues
{Sec Appenchx B tor the complete charge te the 1ask Force) This s the Task Fowee s
final teport 1o Congress, the mtenm report was dednered in May 2007 (See Appendix
CAor Prebmmary Findings and Recommendanons 3 In announang the creatnon of
the lask Tarce Depuey Detense Sceeretany Gordon kngland noted that “the mmhitan
hcalth program has mam impo tam chalienges, the most aical bang the rapidh
giowing costs of health bene it conarage and the need 10 make adpustments so this
greal program can contimue f11 mto the fatme

Althonegh thic commngment to malitary heslth and 1o adimess cannot wana, current
o inaal tendswill pose gt i challenges Rismg health care coses 1esult hom
amultnnde of fFactors that are decting not onh Dob but also health carc i ganaal,
the st factons mcdude greara use of setvices meeasmglhy exparsave iechnology and
pharmaccutcals, and growimg nanbas of usas

C osts of the mhitary macdical mssion have donbled m 1he Past s1v vears from $19
hulion i Trse abYear 2001 1o %394 bithon m Tiscal Yo 2007 * The tastest rate ot
growth i DoD health cane sponding was m pharmacy seiviees Boween Fiscal Yo s
2000 and 2007 TRICARL sponding on prosenption diugs more than quadrupled,
from %1 6 bilhion m 2000 16 %6 5 alhon in 2007

At those Tates of growth, an dhsts project costs of the MIHES tareach $64 balhon m
Brscal Year 2005, wirh i onrmsion of the DoD nohrary health budget rom 8 to 12
parcent of the entne Doly budgor by Tiscal Year 2015, up hom 4 5 pereent 1o 1990
tset Fignre D Inaddion Boundchioanes ave pavg exacth the same amount i teynis
of fees mid copavments as thoy dhd T8 ycars ago As g result, the porton of costs
horme by bene haanes dns Lallen from 27 pacent of total costs m Tscal Year 19975 to
12 porcent todas * Benchts also are expanding Although s ate sector orgamzations
mareasmgly are scithng hack on conarage and passig more costs to employees,
Congress has expanded banedis and dlmnnated most cost-<hares fo Adne Duis
pusonndd and then depandants and also has added a TRIC ARE for Lafe (TFL)
bendnt ind the TRICARF Resenve Select Frogram

Athough mmprovcments ianternnl elhicena wil e aoncal w comaming costs, ind
the 1cbal inaing of govanment ind benchaary cost-shares s bang oxplored such
measn es will be madhaent to stom the nde of nising health care costs, although
they mas help 1o slow then rate of growth

3 e wnierim ieport s atadableat oo dudintasche st wel g 110300 T Home Jad_J nee_Pnterom_Rapwrt U537 pedf
f Hark Youw Progvein Budpet ond Teecation Bavaor VA Oftee of Clief Frnannd Offuecr Responie o Task Fooe Wb T
Nooember 200 2007 Note Jhe Fpead Year 2000 Jyow icdudes the Dol Medveare | figible Retiree Health Care Dund wor mal
co doondrdioon bt exdiedes e oa year i e ooy post teicimati v doarden sapplemiental
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Activities of the Task Force

The bask Force held us st mecimg (dnumstiain e only) on Decembenr 21, 2000
During this meetme the group was onented o aes task and received background
matetials relating o ats charge Task Torce mentbers appointed by the Secretary of
Dretense from outside of Dol elected a co-divm as divected by statute (the department
co-than was ippomted by the Scaretin of Delense) The members agreed 1o operate
m a plenary fashon unud the Lask Force substantially completed and subnutied us
mtertm report B then established subcommuttecs to study the broader 1ange of
1ssues addiessed m this inslrepont

Ihe fust public medimyg of the Jask Torce w s bedd on January 16 2007 The Lnda
Searctary of Detense for Posonned and Readiness and ithe Assistant Secaetany of
Dedense fot Health Alanrs provided mdornmiation on the MHS, and key statt mumbers,
of that othce ppovided v daaded osavien of the Detanse Health Program, with an
emphasts on budgetary and fnancial matters ind the adnumstranon’s 2006 pro-
posed fegislation relating to these matters

The Lask Force comened 13 public mectmgs m Washington, 3 C | 1 San Antomo,
Fexay, and 1 m Nololk Virgiga, 1o gather imformation pertiment to the topics listed
m s charge Iovecaved mionmatona) brichngs and winten statcments and held
discussions with stakcholders of the MHS ind other (xperts  he tlth cave manage-
ment and bnanang (See Appendix 12 for mectmg dates locations, speakers, and
Palticpatig olganizalions )

Ihe Task korce ihereviewed repots, studies, and 1oviews produced by GAQ),
the Assistant Secretaiy of Dedense for Health Atfairs, and others, to mclude—as
spectheally doeced by Section 71110(2) —the findings and 1 ccommendations of
the Halithearc for Malitary Reaces Task Group of the Padense Business Board
{Sce Appandin | )



Several Tash Toree members made an o mavonal vist to the Unsted Mmic Workers
of \mmerica Health and Retinement Funds progsam to leain maere about its health
plan operations, mn lage part hecause of s lughly 1egaided outieach prog am and
pharmacy benefits management program The Task Foirce also towed mthitary
medical Diohines m San Antome-—the US Ay Institute of Surgical Reseaich Buin
Cener at Fort Sam Houston and the Brooke A\imy Mcdical Center s Gentet for the
Inbeprd, a state-of-the-art rchabilitavion faality Ar these sites the Task Force
members 1ecened briehngs 1elated 1o 1cgional care, husted 1 town meeting and

held frve panel heanmgs and discassions with groups consisting of spouses, 1etees,
members of the Guard and Reserve ¢ emponens, enlisted member s, and officers

In August 2007, four members of the Task Force t ndlled wo Qatar, Itag and Germany
to meet with leadership at MTEs at oper g bases and headqguai ters o discuss
sssucs of concern el nmyg 1o health care delivery health care operations and
orgamzavonal stucture The 1ask Force mombers recened misston briehings on
specthc actnues relatng to the uansport of patiems and delivery of health care
withun the Cenual Commnd a1ca of responsibihity

In Sepember 2007 the Task Foree mombers 1 ndded o Vg Beaclt Yngimig
to soliat views tegdrdhing quality access, cost and conmcary o1 il menn 1cport
throngh panel hearings consisumg of Guard and Resaive members spouses, undes
age o sapees, and networ k provders for 1 RICARE menmbors In four separale
subcomimities niectngs, Task Torce membas sohated addinonal views on the
nulitary health care sistem frown 25 umlitar vy medial personned These service
membe s incuded enhsted pasonned and officers from all branches of the militass
who had recent deplovnent expeniance m Southwest Asia Addonally, the ask
Force hosted a Lown Hall mecung, cxanummg ko issues rel g 1o the futme of
nihtary hestth care winhin the diect and puonchased ¢ e systoms

AL the public e cungs hiddd boween Tebnuary and Oaober 2007, 1he Task Torce was
briefed on the follow g 1ssues

* Dol reprosentatives presented nformation on the pharmacy bonefits pog am
arel 1 RICARE Managed Caie Operanons mcduding the speatics of cost-shanmg
betwen the government and benehaaries

the S geons General of die Army and Navy the Deputy Surgeon (encaral of
the Ao Torce and the Jomt St Smgoon spoke abont direct care oyt ans
aned deplored medane

imdustry cxperts on the managonment and opaation of health care prog ams
anel services (UmtedHealtheare Group) gase prosontitions o the tole of 1tarl
pharmacics m Dol¥s pharmacy program,

representatnes of honehiaary advocacy ongamzanons provided thar perspectves
on the state of mitary health cane, milnary phaimaey progianis, past legslation
and kegislatne proposdls, and cost-shanng

contraciors 1esponsible for TRICARE managed care support discussed
operationdl ssues,

commeraal mtarests that have not bad on TRICARFE contiacts presented isues
that hove discouraged thar imohamentm nubtars halith cang,

representdtines of private boaly plins descnbed thor programs im wellness
discase praventon, and discase and case mandgement,

Dol 1epresantatings from the sarvices dosenbed wadlness, discase pravention,
and distase and case management cliorts planncd or unda way,

Dolyacpesentdines descnbod cunront and planncd acquisition management
ARd procurament miiative s




* Bold lcadershup 1esponsible for medic il education and traming and for rec ut-
mg and1etammyg health care peisonnel described activanes at the regional and
nauonal levels, includimg reogamzauons tollowing Base Realignment and
Closure actn ities

* tepresentatnes of DoD desarbed nubitarv/os dian conves sion 1ssues, and

* semor officidls of TMA discussed TFL and Medicaie alighment and
com dination

The Api1l 2007 San Antomio v1sat w s a source of dcittonal information on retal
pharmacy and mal order programs and pesspectives from mmdustiy experts on
pharmacy 1ssues

About This Report

This Task Fence was duatredwith 1slate of obyectives that induded assessment ao oss
the fulbr mge of nubtarsy health oparanons md the deyvelopment of recommenda-
nons on welliness nmatnes ¢ducanon Praograms CUTiie cosl acc ounting, unnersal
crollment, svstem comns ing and contiol the proananent rocess military and
enabian personnel mus dual-¢heible Modicare-cligible benchaan needs efhacont
aud cost-cftective comnacts and the benehcrany goveruinent cost shaing structure to
sustane multtarsy health benedits over the Jonrg term Thys cost-sharing stiuctune was of
siginhe mi amportance, becwse the Task Torce was 1equured 10 report on this
cloment s interm as well as m this hnat repont

Ihe withonzmg Jauguage that est ibhshed the Fask Tence supulated tha it submit an
HILL I s eport on s actnoies 1o the Seactan of Detense and the ¢ ommitices on
Anmncd Services of the Senate ind the House of Represcntatives Spedthcally, the
charge 1equined that the Tk Force provaele an the anterim repor s fiinchings and
tecommendations regarding

{H) 1he benchaary aned Government cost-shaimg stuctune sequured Lo sustam
nulitany haalth banehis over the long term partcularhy with 1egard 1o cost
shating uncler the phnmacy banehts progiam (Sce Appendix B for the comp]cle
charge )

Thus, the oy rcport ocused prmandy on proscnung prebmaimary fimdings and
1ccomendatrons acdatcd o provicing a pharnne benchit that s cost-ciectne and
that promotcs accountalain v all parucs induding benehicanics In addition, n
adeicssed other cost-shanmg approaches and ddhacnacs with regard o the antir
Mis

In this hinalyepor, the Jask Force reports on s commued consideration of issues
1edated 1o the toprosrased in the mcomrepont and provides more speafic guidance
Tt also provades ats Andimgs and rcconminondanons relared to the rest of 1ts charge




Guiding Principles

Given the current and likely future commitments of the military, 1t 1s cntical to address
several persistent and new chalienges facin toda¥‘5 cutrent Military Health System
These include rnsing costs, the expansion of benelits, the increased use of benefits
by military retirees and the Reserve mulitary components continued health care
nflation, 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 mulitary retiree population,
and the broader backdrop of the U S health care economy, in which the millar
health care system operates 1o susiamn and improve military health care benefite

for the long run actions must be laken now o adjust the systemn i the most cost-
effective ways

Lhe lask Porce v anm mdepaden enney Phus, based on the authortzing langu igc
Geanng it and s chiarge, s mombers have opaated on the prenmise that delibar a
tions would proceed with no preconcerved onlcomes or 1ecommendations 1ts
statrting pomts ware establshed gindance mlaw, 1egulavon, and policy Those
guscloposts irnncd discussions and served as deparnne pants i the consider ation
of any potential changes 1o exisung poly 1The sk Torce conducted its delibera-
Lodrs 1y an upen and anspaiond process, tenaning accessible and responsive to all
concerncd consutuenacs

In dovedoping wsrccommendations, the 1ask Torce sought strategics that are hased
on the bost possible tdovmraton avaslablo, wath vstionales that can be doarly artcu-
lated I addition, as vecommendanons were doveloped, thon impact on bon fraa-
res, ospecaally amy Aol mipadt was exphiath addressed

Asats Degimimg step, the T sk Torce debated and adopted a wet of guding prinaples
to use 1 asse ssing the dosialalny of s ccomme nded changes The Task Tarce first
aclopted an ovararehing prinaplke

All recommended changes must focus on the health and well-being of heneficiares
and be cost-effec tive, 1aking into account hoth short-te1m and long-ter m budgetarv
ot as well as the «flects on the speafic guiding prnaples nored below

The Task Toree then adopted six spearfic guhng ponaples Those primaples
requine that the changes recommended Iy the Lask Foree, when tiken as awhole,
st

1) mamtam or improse the haalth ycadmess of US nulitary forees and prescine
the capabibty of unlitary medical pasonnel to provide operavonal health cae
globalk

2y mant 1un o1 iipove the quality of care provided to beneficraries, tahmg mio
account health outcomes as well as access to dnd productnaty of care

3) 1esult 1 mmprovements 1n the efhaency of milicary health care by, among other
approaches, 1eflecting best health care practices in the prvate secier and
mte 1 nationally




4) avend any sigmhcant adserse edlcets on the ability of the military compensation
system ncluding health beneiits, to attract and retam the personnel needed to
carny out the mibtary mission etfecteely,

3) balance the nced to maintam generous healtl care benefits in 1ecognition of
the demanding senviee 1endercd by militars personnel to then counury with the
necd 1o set and mamtan 1 lan 1ndeasonable cost-sharing anangemeny
between benehcraties and Dold, and

0) ahign henehaary cost sharing measues 1o addiess {airness to taxpavers by
promoting measuies that enhance accountabihity and the judicious use of
respuIces

In sum, what 1s needed 1s o focus on preserying the best aspects of the cunent svstem
whide naproving and enhanone the dedneny of accessible, qualiny health care over
the Jong 1am The svstern must be as cHecuve ind elhcent as possible, while bang
alfordhible 1o the government and to bonehadnes bortowing from best praclices m
e public and prnate sectors Changes (o the systan should not dimimish the st
of benehaanics nor lower 1he covrent Ingh qualins of healih care services that are
provided to Acine Duey and Reserne mhitany ;)usum)d, then deptn(iems, and
1clnees

his fimal tepon Cpresans findimes and tocommendations that the Task Toree
belicves arc consistent with these guding prmaples



Overview of the Military
Health System

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

I'his health suppor tindudes

= providimg panent caie

sustanimg the shalls and traming ot incdical parsonned fo paaccnme and
Wit

managig henchaany cane
* promoting md protccimg the healtho of the torces, and
s contining Lo rmandage 1the bonefies
In Fiscal Year 2007 the MHS had wtal budge t authotity of $49 4 Inlhon and sorved

approsmaiely G 1 nihon benefiaanes mchudmg Actine Duty pasonned and thon
Frmbics andratnees and thar faandies (s Table B!

Table 1 DoD TRICARE Ehgible Beneficiary Population

PLUFULATID Py gett”
Active Duty ot
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The M11S mcludes 135 000 personnel —86 000 nudiary and 47 000 aviian—
worhing at morc than 1000 locations worldwide, mcluding 70 inpauent taahies
and 1 085 medical, dental, and vetermary clines ’
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Sources of MHS Funding

Fhe MHS sches on 1 complicated approprianions process with several fluciuatng
Lomponems at make trackimg over tme complex 1 he MHS recerves is funding
from nunierous appropriations somces with dafferent iinetrames and 1esn i ions
[ he maost sigmibicant souce s the Dedense Health Program (DHP) Operations ind
Mamtenance (O8&M) approptiation wlhich must be obligated in one hscal vear but
2 percent of the totdl can be carnied over o the ot heeal vear

Ihe DHP O&M spproprictton funds dav-to-day operations acoss a wide vanely of
medical, dental, and vetcrinary services s app1uprialuoen also funds 1eadine ss
that 1 not alreacly fuuded by the scivice e appropriations, mcduding those related
10 education and tranmg occupational health and industiial health care, and
faalines and imtormanon tedhinelogy Other appropniations within the DHP nedude
the lollowng Rescarch, Davdlopmont, 1csi, and Fyaluaton whichis a two-yvea
appopnaton nd Otha Procaranent which i a thhee-vear appropriation The
DHP O8M appropiation docs noc compens it mibtary posonned working at
Mibtay Breaimern Taahine s (MTI8) The Milinany Pasonne appropriation i
outside the DHP, but it conars compensation of alb miitary parsonned T he Mibitarns
Constiuction appropriation s nothar appropriimon that supports the MHS but s
also outside the DHT

The TRICARE Program

1 RICARE 1eplaced the Cralian Healdy and Medical Progiam of the Unmiforme d
Scaviees {CHAMPUS) i 1994 Bocomung, a thiple-option tather than a dial-opuon
sistent TRICAREF uses the health care pesoutces of the Army, Navy

and An Torce and supplanents these services with ncmwoths of analiin health caie
providos The Best TRICART Regron hogan oparations in March 1995 By Junc
14998, nnplemonauon of the regionatls managed bealdr care program was complete
for Acenve Duey actn ated Guard and Resenves, andd vetncd mombers of the Lin-
formed Services thar lamihes and survivais

Malnany dependents and 1etnees must choose among thiec TRICARI option.

» TRIC AR] Pume asoluntany health mamienance o) gamzation-ty pe opuon,
mwhich MATs are the prnapal somce of health care,

s TRIC ARL Fatia, a pJLiUJ(d provider optem, o

* TRICARF Standaid, 4 fee-for scivice option (the oniginal C HHAMPUS
program}

Guard and Reserve service mambars on actve duty are automatieafly enrolled in
TRICART Pimme In Ocrobar 2004, the Tianstion Assistance Management Progs am
was implemented to provide TRTCARE for 180 davs (ollowmg active duty In April
2003, the TRICARE Reserve Selcct Progiain was launched to provide a premunm
based TRIC ARE Health Plan ottered for purchase 10 Reserve C omponent members
who quahly see discussion in Chaptes 7) 1n 2006 TRICARF benefits were extended
o depeondents whose spomsor died onr aane dugy

Tables 2 and 3 compare lecs and cost sharning lor the eligible populatiens



Table 2 TRICARE Fees—ENgible Active Duty, Guard,
and Reserve Family Members

TRICARE PR

TRICARE EXTRA

TRICARE STANDARD

Arry ey thi N Tt or ikl
Hovfarg, (0 F
R VA
[ TR AL
Frouat cIrener N |
wHa Ut ate -t 3 H oty I
URvEr 0o d Hoon t Foarruft,
forn sl O
Wbld frLor ¢ [ [ a
et e tth - oL
U (R EE NI [ RN o = I [N TR
Bt Td 1l Lo REl E 1y a0
o
LER QY I R v
par bbbk
L rob- & ) [

T
R E T I
an obo e §oaungC
te o 1e Inviny

r

L) ~
vt w0 e

aror mrad HEe s

[ S I BV
[
bRt |
e Rtr
SR HE

Ic | [ [

Table 3 TRICARE Fees—Retirees (Under 65), Ther Family Members

and Others
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TRICARE for Life

Eftectne October 2000 1 RICARE for Tife {11L) began proveling Wielong compre-
hensive realth care banehts to Madicare Jdigible benchaaries age 65 and older or
cisabled As of the end of Fiscal Year 2007 thare a1e 936,000 milnary retn ees
580,000 nulitary spouses and 422,000 stnvnon spouses who are Mediare-ehgible !
1¥L s naibible for all dual 1 RICARL-Medicare elymible Uniformect Services
1etirees, mcluding

* rctired members of the Reserve Component who arve ain recapt of retired pay
* Mecdicare-ehigible tamib members

* Medicare ehgble widowsmudowers,

* certam tormer spouses, and

* henehiciaries unda agc 6% who are ilso entitled to Medicare Pait A because
of a disability 01 end-stage 1enal discase

Dependont parents and paonis-ne-law are chigible for the TRICARY Sanan Phaimacy
{ ISRy rogam on a space avarable bsis atan M T In order 1o be chigible for
1SRx boncfus ontsicde the M1E thoy must be anntled 1o Modicare Part A, and of age
0% on o afta Apnl 1, 2001 they must be cmolled m Modicare Pat B Additionally,
they arc chygblo dor TRICARE Plus, and the TS Taywnly Health Plan

Curenthy, there are no cmollmont foes dor 11T, hiowever, benefraaarics are uqun((]
1o purchase Medicare Part B Tov sarviees pavable by both Medie ne and 131,
Modicare pavs st amy othor he alth msurance pays sccond, and the remaining
bhenetiany Tuabilety mn be pudin TIHE T savices aig rendered by a analan
provider b provada fostiles dbums with Medbcare Medicare pays its poriion and
than torwaids the cdhun o TFL o processing Then, TTT sendsats pavment {on the
remammg benchaary iabibny dioccthy o the provida

Nearly o million benchaanes arc enan the age of 63 and othawise ehgible for

Medieare accordimg o an Apnl 2000 1epant of the Defense Advisory Commitiec on
Military Compensation The vepont ates € ongirossional Budget Office estimates that
projct that by 2014 the TTT benefitwstl marease DolY health care costs by 44 percent

s g eores frum DETRS wnd Retired Pus oy frome Dol Offics of the Aetuany v of Fosead Yews 2007
? The Meluary Compernadecn Ssdem € omgdeting the Dianmatins o an Al Yolunicer Foree—Repart of the Beferse Ad + o
Commrttop oo Malatory Compent alion Apaif 20006



Prigme 1 depacts the status of TRICARE benddiaanies m Fiscal Year 2003 A majonity
of beneficianies are not Actve Duty personned 44 percent are retnees and depen-

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

MAJIORITY OF TRICARE BENEFICIARIES
ARE NOT ACTIVE DUTY FERSONNEL

TRICARE 8eneticiaries in FY 2005
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Comparison of Growth of DoD Health Care Spending with Other Indicators

As ot 2003, DolY hedhth care spendimg had micte 1sed by more than 100 percent sinec
2000, while the cumulatne incrcase in the Dol) wotal disctetionary budget author ny
grew 70 percent (sce Figwe 2y over this pentod  Dunimg the same five-year period,
the average Fedaral Emplovees Health Bonehts Program (FEHBP) premum {avail-
able to fcderal analn in emplovees) grew 64 percent, while the I R1C ARE Prune
tmrollment Tee temamed unchanged see Figure 2)

COMPARISON OF GROWTH IN DoD HEALTH CARE SPENDING,
TRICARE ENROLLMENT FEES, OTHER INSURANCE PREMIUMS,
AND ECONOMIC INDICATORS
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The lastest rate ol grow thom DolY health catc spanding was in phaimacy, which
nearly quadtupled herneen 2000 and 2007, Lom $1 6 bithion w0 %6 3 alhon, 1n
approximatehy 16 paca of the Unihied Medical Budger - ¢

INguwe 3 depicts estimates ol factors contibuting 1o mercases 1 DolY's health canc
spending, of wlueh nearly halt can be atttibuted o the TFL beneht

S NCharts NOA Date 4 RY 3 Dy Adjisted Prosiseptrones Apral 24 2007 See hivgs /s spoated arms wl

6 dhe Toead Yeur 2006 1 nifred Viedieal Burdget o0 835 Lilfom according, to folor Relndos Spectad Acaddent do the Avangant
Secretnry of Defeanse for Health 4flains (H 4y and Tormer Depaiy Aoastant Seareions of Defense (H4} Offece of the Secretan of
Bejerse Suskaeneng the Mikihar - Bealih Henefit Broef to the les) Foree January Mo 2007

TN hards NDX Datn 4 R\ 30 Day Adyited Proseniptrons Aprd 21 2007 Seehiipy crxportal g onl



PoD ESTIMATES OF FACTORS CONTRIBUTING 7O INCREASES
IN DeD’'S HEALTH CARE SPENDING, FY2000-FY2005
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Onver the las dec wde, the wovarnment’s shne of 1 RICARE’s onanang has grown,
while borchaanes costs have temuncd mcianged o1 have beon lowared, doe 1o
the tollowing

no cmollment foo for 1RICART Standaid and Fxna and no macdse 1 the
crmolment fec dor 1T RCARF Prime since 19496,

the lowormg of the catasnophic capnauon tor unda-63 reimecs and depondents
m 2001 (hom $7,500 10 $3,000)

no mcoredse m T RICARF deducubles since 1946

the dimenation of TRICART Promc copavments fon dependents of Active Duny
SOVILG Membuors

congressional cxpansion of benchts four umes sice 2001 and

the dechimmg out of-pocket share for TRICART costs that has 1esulted from
medwal nflacion (oD 1eports that unda-65 1etnees and dependonts paid

H 6 pacent of then health care costs in Tiscal Year 2006,* down trom 27 percent
in Fiscal Year 1996 (see Figutes 4 and 3)

& Bob Opnwi QASDHAYHBETPE fesponve to Tenk Tarce RIT Novemdny 27 2007
9 Dawd M Wallor Comptecfley Conerad of the U ntted Stades Dold v 200 Centiony Hoadth Cate Spendmg Challsnge
Brawf to e Task Foree Apnd 1y 2007
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TRICARE COST SHARES HAVE REMAINED FLAT
oW {0 noke? By onges C o heri on
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COMPARISON OF AVERAGE OUT OF POCKET COSTS~INCLUDING PREMIUMS
COPAYMENTS COINSURANCE AND DEDUCTIBLES~-FOR A FAMILY OF THREE
(N VARIQUS HEALTH RLANS 2000
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Hasworth notmg that thae also e health phin dillevences between TRICARE and
other tedaral and prnate secten plans " For example, TRICARE counts a beneh-
aary s emollment fee toward the ¢ atastropluc cap on the beneheiary’s out of-pocket

costs, whule other public and prnate paver < usually excude a benefivary’s premium
from counting toward the cap
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TRICARL copayment requirements lor presaipnon diugs are not structured to
encout age the use of the less expensive mail der option over the use of the more
expensive tetail pharmaces Best practice suggests the general1vie of thumb 1s that
mail 15 twice retatl with cominercial cconomies (this assumes a 30-day fill for retail
and a 90-day fll for mail) " The average Lxpress Sapts plan has a $10 copaytnent
for 1etanl generc prescripoion diugs and $20 tor mail order generie prescription
drugs " In Fiscal Year 2004, TRICARE benehaarics obtained moie than twice as
1many presciiptions from retail phaimices as from mail order pharmacies Other
pavess use suonger financial mcentnes 1o stear patients toward the least costly opuion

Access to Care

Aong with cost and qualiy, access 10 health care 15 scen as one of the three pitlais
that underlie health care policy ! Access o cate 1s essenual 1o the quahiny of health
care outcomes Pruents who can prompth schedule appomtments with then 1espec
tne health care providers will have lughey sanslwtion will ikely setuin to work
soomes, and may well hove bettor medical outcomes ' Access 1s generalh dehned as 4
measute ob a patient’s ability to seek and recenne Cacwith a provida of chore, at
tme of the patient’s choosing, veg ndless of the 1cason {or the visit 7 ¢ ounting the
thnd next nalable appomtment s the health care mdustiy’s standard measui ¢ of
decess (o care and meicates how Tong a patent wails 1o be seen

Access 1s also an mpaortant antnbute for the MHS and 1is henchaanes In tact, the
MHS has a statutory ebligaton o ms ITRICARE Prme benchaaries 10 meet ceriam
access standards For ex imple, the wait tnme for an appomiment tor a well patient
sisit o1 a speatalty care refenal cannot Oweed fow wedks, tor 2 10uine viat the wan
nme tor an ppoimment wannot exceed one week and for an argent care visi, the
weit tune tor an appomiment cannot generallh oaweed 24 hours !

T'he MHS puts 1 pronuum on access v constanth measuning appomuoments made
agamst the deparomental appomiment 1 pe access standards ™ kor ex imple n
September 2607, benahaanies across thie MEIS were able to rccave an acute appomi
ment withm the standard 92 porcent of the (g, g 1outie appomumno withm the
stindard 84 paraent of the e 2 speaaln rddenial within the standard 94 percone
of the e and 2 wellngss appomtmaont within the standard 97 parcent of the tme ™
These higures also can be accessed and parsed by mdsvidual sarvices, MTFEs, and
chnucs MHS lacders v constanmth apprised of these figures 1o ensurc that they meet
ACCUNS COMTRITNIE LS (0 l’h(]l (.1]]'()”( (.l benchaancs

Twes annual report to Congiess, the MHS 1epottcd the use of lnoader manics that
trached vanious aspects of benchiaany access agamnse ovilian benchmarks = Tn
contast 1o the deparimental appomunent type access standards, these MHS
medses genctally lagged behind cnihan benchimarks b access For example, the
MHS mcasuied trends mosatsfaction vegarding the ability of all benehaary catego
1ies (Active Duty Active Duts family mombers, and v ctirces and then fanuly meni-
bersy ta obtam cate hom amhtary and cvilian souees of care Ratired beneficiarcs
and then famtly membars continued o rcport highar Teveds of satisfaction with then
Ability to obtamn Cire than did Active Duny personned o1 then Lamly mombers

H N%amen Cidboade St en 8 Miller ujreess Sevafte Brief fo the Taok Faoree Aprel 18 2T

12 thed
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Heallh Policy

M Aceews dvme to Dhrd Aoxt 4 alatde Apporimeni Moo Collabarat e for Healtheare Quadety dur See 1 11
njt;uhhwmwﬁ alvg o wmmany sammany avpedo_id =109135 o= ador AAND S s+ 48 Dttt

15 Ihut

16 id

F7320C PR 199 175 ) (2005,

18 See hitp Dndor i ord mid/ 4 eessTo€ e TOLATC um

19 Fide wame Accedof aveSummary_VHS Wy extracted from Ale manthhy reperis Sept OF cafe No ember & 2007 from tha
FRICART Operations Cenles webale al hitp hantoc inie ovd wal Archited Repmts 41 410 hum

208 alinhan (fthe VRICARE Progoam TY 2007 Reprad ta Congress Rujrre subnatied iy the Health 1 ra rant Aunlvinend
T aluntven Basctorate TRICART Manogement Adv ity Offue of tee Avsodant Secrctary of Defise (HAY Telvwens 7 2007




However, all thiee categoiies lag hehimd then anihian counter parts i reporting
access 10 care when needed 4

Ihe MHS also measwed vends m obtaimmg access 1o a personal or specialty
provider, a major deter minant of an mdnadual’s sausfaction with a health plan @
MUS wsers1eported o dechiung 1 me of satistacuion between Fiscal Years 2004 and
2006 m accessing a persona] phyacian, but 4 stable rate of saustaction m obtaiming
refenal care to a specialist Soll the MHS lags behind the civalran benchmarks m
these categoies as well

Since TRICARE began m 199% noncmolled 1 RICARE beneficiaties in some locanons
have complained about difficuliies accessing non networ k enilian providers who will
accept thom as patiets In addiion these bonehetaties have aited concerns thai the
MIIS has forused more avtennion on 1 RIC ARE Prume benehciaries wluch ailows the
MIIS to manage beneficaiies’ care and has given less attention to the options
avatlable tor nonentotled TRIC ARE benehicr nies ™ Inesponse to these concerns, the
Nattomal Defense Authorizauon e of 2004 dpecied Do 1o moniter nonen olled

I RICARE baneficianies access to care threugh o survev of avilian providers 42 In
wddivon the samc legislaoon requined Doly to dessgnate a seiwor otfical to take
ACHLONS 16 e e access 1o care for nomemolled 1RIC ARE benchataries #

GAOeporied that the TRICARE M magement Activaty (I MA) and 1ts managed
C1C stpporl contractan s used vanous methods tor ovaluate access o care and the
1osulung measures indicated that nonemolled 1 RIC ARL hene hiuiaries’ access to cdie
1s genarally sufficent and that access problems appear 1o be muunial 7 Desprte thus
Imdmg, I MA, managed ¢ e suppor Lcont adors, and benehaary and provider
ropresentaines ated vinous factors s uapecdgments o nctwork and non-nuwork
cnvtlian providers” acceprance of noncmolled P RICARE benefinaries and different
wavs 1o addiess them ™ L hese impedimonts medude concerns that are speafic to

the TRICARE program such as tambursanent rates and adminmstrative 1ssues

as well as assues that are not speafic o FRIC ARL, such as providers not having
suthaent capacuy an thar prachices for ddinonal panents and provider shortages in
geograplncally remaote arcas TMA ind the managed care support cont actors hae
spe e woavs tocspond o mpedimonts ad wod 1o TRIC AR sambuy seient tates
and admimstatne mssues, while the othar issues are more difhonle to addiess !

During the Task Torce olf-sate visits cnrolled and nonem olled bonchararies voreed
comeerns tegarding access o health care A bonchaary hron $an Antonmo notcd that
1t was cifficult to obrain a primany care appomtnient ftom a local MTE ® In addinon
it was dlsovery ddficult 1o gor o appomnnnent with the primary care provida
assignud to the benehaary ™ Thisvucw was cchocd by anotha benchaansy mn rdanon
to another local MTT * The most commaon 1cason cned regarding these didhonlues
was the macasig dfccr of mibtary deployments on rhe lack of avalabihity of
mcdical prosidas 1o see patents asagned o an MIT YA boncfiaary brom Vingina
Bedach, Viginta, noted thit hecause somam MT2Es have been ctosed as a result of
Basc Raalignmient ind Closune dircetines, benehaaries face diminished opportumities
to dvarl themsehes of cane withim a partcutar MI1T ¥
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Direct and Purchased Care in
the Military Health System

Sha m% the future reguires plannmg and strategic planning 1s particularly important
for the future of midary health care because of the resource-constrained environment
and the rapidly increasing cost of health care which 1s driven by many factors
beyond the control of LoD and iis components The same level of planning that
occurs when military forces are deploved——with a focus on optmizing the performance
of the mission, including the mtegration of units, regardless of the miltary service that
provides them-—also necds to occur within the Milifary Health System (MHS) It
particutarly critical at the intersection between the direct care and purchased care
systems as well as at the intersection of the different mildary scrvices, where more
focus 1s needed on both strategic planning and integration

The umque yequirements of Miltany heatment Faciliies (M 1Es) make stiate gic
plimmng and mtegraaon more complex tor axample, tramng, readying Warhghias
fan deployment teaung the wounded Tanlding force conbidence, and providing caie
tor all categonies of benchaanes i the most cos-floae and cosi-efhaont mannes
Ultimately the appropriate bal ince among these competing demands will need to be
reficcted man ML s abihiy 1o shatt resomees appropriatedy i s Jocal markat whilke
conconutantly mcasurmg s performance and success i the MHS

Vanions sirategies can be undertahen 1o bottar miegrate services across the direct
care and puchased care svstems Bec wise miggraton occuns more elfccinely at
SOMIC SIECS, 11 1S 10porLant 1o mstitution thize processes that will tacditate this ouwtcorne
dsenhae s willsequine gmcater Aoababiy and abignment at all levels to provide
approptiate meennes for deassonmakmg bascd onanienale, cost difecinencss, and
benefi, vatha than on eimple budgar allocations

As discusse dan greatar detarl in Chaptar 665 pacent of henefiaary e s provided
througly a ncework ol conttacted prvate seaon prenaders ' Based on outpanent and
mpatie nt workfoad, and MI1S funding, substantally morc health care dehvers ss
bang pouded m the prvatc scaton by TRICARI network providers than s bang
provided throngh dnect care m the MHS (see Box, below) In 1996, the Dol
abligauen dor medheal st contracts was $1 6 bilon and by 2003 this obligation
had macased o $8 nlhon—a 412 pacntmcrease This growth i paichased care
spending has csulted, mpart fromaccent tends and changes, meludimg milnany
and envaban worklorec downsizing, outsourang imtiatives the expansion of the

TRIC ARL bencfit, ind the need to mect new requiements and demands Goven this
realin s mparatne that the MIIS propesh plan and mtegrate and prudonthy

man 1ge 1ts use of direct versus puichased health care seraces

b éechael Denncen Miltan Health Wtem € o wivenice fmirett e Stata Upednte for the DoD sk Foree an the Fufure of
Mafrieers Heafth Cove Sepromber 3 2007 Shde 7
24O G720 Defense Avquesitien Tadared Apponck Needed to Improve Ser e Acque trom Cdeames November 2006 {2




Duwect and Purchased Cave in the MHS
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Tomcrcase the efficienoy and cffeciiveness of the MHS, mme awttention needs 10 be
gren tosttategie phinmmg hat thrs cannecwait unal the fimal resolution of 1ssucs
nohing departiment siaciure and organiztion (see { haprer 12) DoD must act now
10 Gtablisly the best archectne posable dor str negie planning m order o belter
thgn darect ind purchased care GAG has noted that Do has macde progress n
teansionmmg busimess epaations but continties 1o 1wk a comprehensive, enler prise
approach to ns overall business iranstonmation cHort

lo date 3o has not daveloped d plan diaconas all key busmess decisions and 1hat
contams resuabls orented goals mcsures ind expeciations and links organizational
nnt, and indnadual porformance goals with overall imvestiment plans © As discussed
elvewhere i this roport, MHS hnancal accounung and reportimg and cost accounting
systens need signithcant tmproveient o evenr 4 complete overhaul (see Chapter 5)
The abscnce of a commion accoumnting system ackoss the MHS 15 an example of
debicent mtegrand focus whch mpedes deastonmakimg 1egarding the best
dliocation and use of health carc 1csomnces

As another example the current Pol) organe ational stucun ¢ oxacerbates the
fragmentation of the health care sustan and e resomces sec Tigue 1) There ai
four o irdnes—the Oflace ol the Scactary of Defense and three military services
cachwath its own mcdical orgamzanons—as well as the Assistant Storctany of
Defense, who also sarves as the Directon of the TRICARFE Managoment Activity
(TMA} twhich hasvesponsibihiny for the TRICART contracts) This stiucture canses
health care resomacs o How throngh dilfovont branches of the systom resuling m a
cumbersome, dismtegrated svstonm catam o hne an adverse otfoct a1 the operational
laael The dddetanous dlicas of such fragmentanion could be ameliorated or mitrgared
through unp oved mte g daon

> Highlag s of C 40 07 2297 de frmon io the Subcammitier on Readmies and Management Suppart € omamtioe on $rmed
Serwes TS Defen ¢ bustenss Dasdarmation. 1 Compretense e Plan Piteprated Ffforts and Sastarned §eadership A
Needrd to Asvine Succens No amber 16 200n
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DEFENSE HEALTH PROGRAM FUNDS FLOW
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The haginentatien of tunds begins with Congress and ns restrictions on budget
flexibiliy. House ind Senate conferees have expressed concern about the tansiel

of funds fyom diect care 1o pav o purchased care *To lunit such transier s and
continue oversight within the Delense Health Program operaton and mamtenance
account, the conierees agiee to mcdude Ml language which humits the funds av ulable
lon Pinate Sector Care under the TRICARE progiam subject to prior approsal
1eprogr immung procedutes ” 1o addition the conlerees designated funding tor the
duect care system as a speciil imerest iteny, stating “Am transfer of funds lrom the
Duect (o1 In-house) Care budget actnity into the Prvate Sector Care budget activaty
or anv other budget actvaty wall tequire the De partinent of Defense to follow prio
approrval reprogn imnng procedures '
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1n « stateinend belore the Committee on Armied Seryvices, Subcommittee on Person-
nel, the Undear Secietary of Defense I Personnel and Readimess and the Assistant
Secretary ol Defense for FHealth Atlaw s stated that DoD needs flexibility to move
{unds between duect care and purchased care " Such flexibility 1s precluded by
restiicuons mmposed by Congess They wrged Congress to authonize the MHS to
manage 1ts funds as an mtegrated svstem which wall allow funds to flow on a tumehy
basis o wheie care 1s delnered

In addiion, Aesibihry 10 the use of lundmg would set MTF budgets based on
workload cwputs such as hospial adnisaons, presciipuions hilled, and clime visns,
rather than historical 1esowmce levels And MTFs would manage therr borce Health
Protection ind healthcare delners nussions a5 a comprehensive whole using 4 smgle
set of perfor mance measutes F Incentnes md hinanaal 1ewards could be provided
ton efficient management

In ddressng strategie plinmng, the Task Force 1ecognizes that DoD has a stidtegc
plan for the MHS hased on three pillars 1) providing a medically 1eadv and
moteded force and medical proteciion tor comnunies, 2) areatmg a deployable

me chicdl capability that i go amvwhere, s tme with flexibiliey, and 8) managimg
atd debvermg a superh health bonetn * The 1k Torce iso 1ecognizes that planming
s sugoing and hetia business processes e evolung however, greater emphasis needs
10 be placcd on addressing the problems of ntegraton at the market,” or M1+
level, berween ditect care amd purchased care, and among the service components

1hese are not new concerns Fhe Militany Health System © xecutne Review chaniered
4 Loc1] Awhonties Worhmg Group to ox imime ways 1o empowet M s to improve
opar ional dthoenay ind dloananess while ensung force hiealth protecton and
quality benefictary cane ™ That group reported that there 1y a compelling need” tor
changing the way that M11s opaate indihit needed cliinges can be best achuecved
by adopung pertormance based management prmaples that give the M1 es addh-
noital flexabiit 1o allocate and manage resources " 1 also called for the vealignmeu
ot deparniment and mdnadual servicd processes to provde Jdear dnedtion and
porformance objecines accur sic me s onent of porformance and costs, and the
approprate mcenines, dovdopment and nonnimg for suceess mra paformance
based managoman anaronment ! Coanarsion o more porionmanec-based manage -
ment will monade chillenges wingue 1o the MHS, o caample, daernuming how the
systemw il account for the value and cost of the Tnghest prorty myssion—mulitary
1eadingss

Lhe Local Anthontics Workang Group adknowlcdgod that thae s an ongoing Dob
business planning process, starung with the MHS strategic plan and supported at
thice levds MTTS, Multr Serviee Markets (MSMe), and regions Alsa, Dold has made
substantiil changcs 1o the managomont and oversighe of TRICARF's purchased and
dhirect care systams threugh the jonu davdopinent of 4 governance plan 1his plan
tstabhished a new rggional gevanance stiuciune, mduding the acation of TRICARFE
Regronal Offices (FROs) to nanage cach of the thiee TRICARF 1egions (scc Chapter
6 for further discussiony The TROs ntegrate single MTT and MSM busingss plans
with the TRO non-M I'T busimess pluy and develop 1regional business plans for heahh
cate dedmen

O Lle Aldite vy Headth Svstem Over e o Staziment 13 e Howable Daad S ¢ Cha D nder Seervlany of Deferw for Pevsonnef
and feadimess and the Howmable Wolliom Wnd cocender fo As sdant Secatiry of Defense for Health Sffan before te
Connitiec wn Avmed Sevvree Subconmites on fevsonnd Unided States Senate 4prid 1 2006 p 1
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The Working Group observed a nunmber of shottcomings in the maturing busimess
planmng process, such as an absence of attentson to unique torce health protecuon
requuements, and ‘weak authorty of the senor market inanagers 1t further noted
the complexny m the chain of 1esponsibiluy o the health care mission 1molving
TMA and 1ts TROs and the setvices causing each MTF 10 have two or tliee entities
moviding oversight of its planning and perioimance processes '

Based on these observauons as well as testmony presented to the Task Foice, areview
of other reports and studies and the extensne experence of some of the members of
the Task Force at dittesent levels of leadership and management in the MHS, the
lask Force concludes that the MHS needs to focus attennon on mtegtating its mam
components at the operational level Daveloping a stiategy for implementation 1s
cuncal wnd 18 kel ta not ondy produce ethuenaes and cost etfective prog ams, but
also ymprove the management ol benchiciany health care making it more mte gi ated
and continuous across providas

Findings and Recommendations

IThe MHS docs nat functon as o fully smtegr ated health cate svstent but s dnaded
mto a daireet ¢ me systenn, whieh 1s sl composcd of seprate se1vice systems, and o
svstem of contacted services {e g managed care support contracts and phunuicy)
Dol needs a stratesy lor health care delnay thiat miegrates the diveet care systan
and the contiacts suppor ting Dol hoakb care dednany Lack of mcgranon dittuses
accountabley for fiscal managoment 1esuits monws shgnment of meentnes and
Limits the potential for continuous naprovement i the quality of care dednered to
benefiaanes

In mapor markets within the MHS such as the Nanenal Capital Regon or San
Antomo tha e 1s msathiaont plannmg and accountabnliny ae the local leved 10 ensung
mtegrated provivon of serviees There 1s no smgle pomt of accountabiline fos coss
withim a patticular market for scivices provided 10 1he benehaary population or fo
health care sutcomes

Fherc are soveral factors contiibutng to the lack of wmomtegratcd strawen Dob
procedures do not providd fon an anegrated apgnoach 1o accountabalien and financal
cmpowa ment for managing ovadll populon health cuae Thas s coupled with
hscal constramts that separate the inndmng of the dircet care amd pruchased care
svstems, thareby hming the Besabihiny needed at the Tocal loved 1o make the miost
cost-c Heane and benchiaal health care deivan deasions for bonehiaanies

Recommendaiion o

BoD should develop a planming and management strategy that sntegrates the
direct health care svstem with the purchased cate system and promotes such
mtegranon at the levdd where care 18 provided  Thos strategy wall permar the
mantenance and enhancement of the direct care system’s suppert of the militarv
massion while allowing foi the optimization of the dehvery of health care to all
DoD beneficiaries

i3 fhd p 39




Action ltems

* The Olhce of the Searctany of Delense, the Jomt Stalf, and the mulitary depart
ments should devdlop a st ategy for health care delvery that mtegrates the
duect and the purchased care systems

* D3oD shouwld

- provide mcenuives that opunize the best pracuices of dnect care and privare
SCCHOL LdTE,

- fiscally unpower the mdniduals managing the provision of integrated health
carc and hold the samc mdmiduals appropiiately accountable,

- diaft legslatne language to aeate a fscal poliey that {lacilitates an integrated
pproach (o military health care, and

— develop metiics to measuie whether the planning and management st1ategh
produces the desired outcomes



Business and Health Care
Best Practices

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

Diats emanmacport the Tash Forco madc i ccommendations about busimess best
Pracoces moparucula intanal controls and called o imdependent audus of
TRICART ind the Defanse Trrollment Thgaliy Reporting System (DEERS) a-
well an wdit to detarmine the leved of comphance with faw and poliey regarding
TRIC ART as sceond paya

The Isk Force also was charged to address

“The abiliy to account for the true and accurate cost of health care in the miliany
health svstem”

Addmonalls 1 the cose of s debiberanons, the Tash Force 1esponded 10 two
elements of 1ts charge relevant to health care best pracuces specifically to adeiess

Wellness imtatnes e disease managentent programs of the Depar unent of
Delense mncludimg healkh sk nacking md the use of 1ewards lor wellness’

I ducation progtams tocused on prevenion awaieness and patiuntinmated
health caic

In furthering s considaanon of best practices m business and health care, which
mcluded pracuices regarding bmancial contols and accounting, the Task Torce
reviewcd various previous reports anduding the 1eport of the Healthcare fon
Milnany Retnees Task Group of the Delense Business Board which was identified
spectheilly mthe statwtons charter for this Task Force ' and that included numa ous
recommendanons tegarding best pracices Although the lask Group revicwed 4
hoad 1ange of studies and reports contatung n1am 1 ecommendations that were
presenied as besi practices, this lask Torce deter mmed that 1o ats approach, n
would limu is recommend itions to those vicwed as the maost sirongly suppor te by
evidence  The Fask Force inquary imio best practices was orgamzed into thiee aieas
ol tocus

1} progr am exaluation,

2) hinanaal contiols mcdudmg overall contrellershup, DELRS eligibdity and
emollmant and 1RIC ARL as a second paver (where thae s other health
msutdancey, and

3) prevennon il diseasc management

1 Natvnned Deforne Authovecation 4et foo Fraad Yoar 2007 P 1Y 3671 § ZIHE2) 120 Sar 2056 2256 (2006) dniid
(20 CHHIZALION OF QTRTR T ORI S—iw preparon, tee vepord the task force shall take vt comvude ration ihe fraden, <

e vcewmmie et ichided it Healihome for Mo Rettrees fak Croup of the [etrane Busine s Boad fire ton
Covernment Aecasnidday Offuc s ports studus nnd ve ue 0vin Hie Avasdant Secreteas of Defense fo Health Affarry and am
stley studhies 08 reseirchcondneted by engane atons regnrding program and engene ateonad tiijmovementy i fee wditioy health
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Cross-Cutting Theme

A tross-cuttmg hading of the Task 1 otce 15 that DoD has not looked suthaently
outsicle of 1ty own systems o stuey and potentiallh adopt best practices in the health
care field Although the Mty Health System (MHS) 1s unique i some ways, the
acts of pchasing and ddno mg health care are common acioss health care
systems The mnaersng costs of health care as well as the challenges in access,
measinement duncal quahay, and overall sansfaciion are areas ot signtficant focus
and nuprcssive mnoy ation over the past decade MHS leader shup should be more
acinel engaged in broad-based discussions i these areas attending and contiibuting
to muonal conterences ind to1 v Dob) should improve i this azea in a meanmgtul
and sustammg way A potential solution 1s detaded m the nunal recommendanon
that follows

Program Evaluation

acaninve Onder 13410 cstablished what is called the Tour Cornastones of Valuc
Divin Health Care, which hadps to docct the provision of lugh-quabity and « Hiaan
health care m health care programs that s adnnnistored on sponsoned by the
fedaral govammens The ordes addiosses the need for health imforimation rechnalogy
stmdards qualiny standaids, price stind nds, and incentnes Gandance dictates that
“agenuiecs dovddop qualuy measurcmenes mcollabotration winth anular mnatives in
the prnvate and non-Te deral public scciots

Dol outlines components of Txccatne Oreler 13410 for MHS benefioanes and state s
that the Dopartinent of Dedonse offars complete information for health care
deasion miking through i health care tansparoney imiative ™ The imlotmation
provided focuses on

* Priang—TRIC AR allowable charges for hicquently used procedures and
SCIVICES

* Quibtv-~The shanng of mformauen about qulins of services provided by
doctors hospitals, md atha haalth caie providas through waw qualin check o1g

* Inlormavon Technologyv—The use of bealth infonmatoen technology systems o
facshitate thovapud (achangc of health informaton ~ the Aimed Forecs Tlealth
Fongiadinal Technology Application (AH1TA) and the Pharmacy Data
Transacuon Serviee (PDTS)

* High Quahty and F{liaenay—Daveloping and ide nufy g approaches that
lacihtate hgh-gquahiey and dficient care, to include health plan options and
spearal programs

Sclected aspects of TRICARL contractons perfor mance and benefician s’ expenence
of care have been assessed, but this infermation 1s not aceessible to beneficiaries In
addition alignment with public and private sector quality assessment and £l d11Spal-
ency intanes s varrable There s 4 growing sense of urgency regardimg retuin on
mvestment i health care, and this has motn ated public and private sector purchasers
0 demand more accountabihty and transparency from providers Transparency 1o
quilitv 1eporting s frequenthy w anutal siep prior 1o implementation of incentive
progt uns that tewar d lugh-quahtn high-value care delivery Because 24 percent

ol the incease an nulitary healith care expenditures trom 2000 thicugh 2005 s
attributable to genaal medical mfaton ' DoD has o substantial oppor tunity to join
with other major purchsers and be an important part ol the solution Yet cunen
pracuces i TRIC ART are tar hom aggressne o innovauve compated with (those of
the Centers tor Medicaie & Medicaid Services (U MS), the Leapfrog (noup, and other

2 Fsecutrvr Crder Promoting, Quadiy and 1 fhecient Hoalth Care m Federval € o e vnnnt Adunistered o Spowsured Health € are
Progoams 71 Fed Reg 510N (Aupus 28 2000}

2 FRICART Management Actr sty FRICART Healih € are Dansparenoy bzt 6 Novomber 7 2007 See 1 ot trecare el
framsparenty
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majo purchasers Dol) has been working 1o ¢stablish s elationships and collabora-
t1ons with major purchasers induding (MS The Presudent’s Laecutne Order
provides a roadmap for ahgning closely with the Depaiiment of Health and 1luman
Services (HHS), the Departinent of Veterans Alfans (VA) and the Office of Person
nel Management (OPM) for public 1eporung on quality and cost and for ¢stablishing
meentne programs Incentnes for hugh-qualiny, high—value care delrnen will requue
mcentnes fon beneficraites and providers The M1IS could be well served by ats
collaboration with the pinate sector and other federal agencies and should conunue
Lo 1mprove 1t

Recommendgation ?

DoD should charter an advisory group w enhance MHS collabor ation with the
prnate sector and other federal agencies in oider to share adopt, and promoie
best pracuces

Action ltems
* DoD should

—abign with HHS V1, OPM and pioate sedion olgdmizations 1o make
healdly cne quality and costs more tasparent and casihy acccssble bn
all benehciares

- usc performance based dimcal 1cporung by managed care suppont
ot wiors and 1he direct care svslem

- stiengthen meentses 1o providess and hoalth msuters o achieve high-quahin
and hhigh-yvalue parormance, and

—mplement a systematie strategy of prlot and domonstiation projedts wo
cvaliiate changes in MHS pacnces and sdennds succcsstul practices for moc
widespread nnpleme ntatson

Financial Controis

internal Control issues

Connollashp proseats unigque challengos wathim the ovaall rubaae of the mh oy
health care system’s fimanaal sustainabohin: Controllershap has boon dolined as a
comumitment 1o comphianec, dffcetnencss and mtegray that spadls out how cachis 1o
be achieved " Tedaal mamagement s esponwible for cstablishing and nimtanung
mtanil contols to achieve the objccines of cHoonve and cihoont opar stions,
1elable financial 1epornng, and compliance with apphicable laws and vogulations ®
On Decembar 21 2004, the Odfice of Management and Budget (OMB), puisuani to
its authonity under the Todaal Managers' Fimanaal Integinity Actof 1982 7 saucd
1avsians 10 OMB Cincular A-123 Managoment s Rosponsibily for internal Contiol®
OMB Cncular A-12% provides gundance to federal managers on mproving the
accoumabrhty and eflecinencss of fcdaral programs and operations by establishing
ASSCSSINE, Contecting, and weporting on mtesnal conpiol ¥ DolYs Managery’ Inteinal
Conuol Program was established 10 1¢1v1em, assess, and repat on the diectneness

ol internal controls within Do ' Pait of the progiaim's imient 1s toidentfv and
prompth conect melfectne mmternal contiols 1nd estabhsh more ctiectne intenal
controls when warranted V!

5 Babert 4 Peoker fhe Company He hecpn Contraller Muge on Mardh 1998 P18 e v B sfona einal o
el tnefaa i seveariele NonlPartic lelD=4322

6B Duvedor s Letter fo Heads of Pxeoutioe Departments and Tdablidonents dated Decembo 21 2004 fove |
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El:gibility Determinations

Dob s sesponsible tor the distiibunion of wthorized medical and dental benehis and
entitlements as presathed i Chapter 35 of 1ude 10 of the US Code 2 DEERS 15 the
designated antomared normation system designed to provade mely and acewm ate
miormation on those chigible tor medacal and demntal benefits and enttlements and to
prevent and detedt frand ind abuse m the distiibunon of these henefis and entulde-
ments " 1t gs the definnine data sowrce 10 wdentifv and vershy athliation with Do M
DEERS serves as the cenirihzod pasonnel data 1eposneny that supports and
mamtams ths policy m a umtorm faduon ' DEERS s updated by batch transactions
frem the Untformed Services antom ated personnel, finance, medical, and mobihza
Lon NManage mer swstems, VA 1nd CMS ' DEFEFRS also 15 accessed and updated b
onlne DELRS civnt apphicanons ' Registnaon im DFERS scquired fon TRIC ARY
gl ™

THie serveees use d two-step process to deterimime (ng]b:]ll\ to1ecene medical o1
dentd care Y Botorcrontinie ¢3¢, danallam ca1e or sdnanisi alive seryies dig
provided designated Miliary Treatment Taaliy (MTI ) paasonned confirm the
wdenny of patents mcludimg those iy wmdorime by ensinomg that they show valie
rdenufication Thay also chock the patient’s status withim DEERS toverify enttle-
ment 2T the benchaars’s digibality connot be vasficd, a focally davdoped form s
Hilled out and the paticnt i counsddod that e o1 she must et with versication of
cligibsliry withon 30 dave o1 b o she wall be batled for carc rendaed

Exponcnce i the private sector iowover, has demonstrared that the primary source
ol crrors m chigabiliey detarnmanons s data cntiy: This manly occurs when ther

15 d lag e bamean a dingon dhigabibiny andats tegistiation. Fxamples mcude
tanunaton of savice the aging owt of o doependent, ot a dhange m coverage duc

to thivoree

Best Practices

Thasscssimg the ovarall sssue of imancol convollership the Task Fored roviewed o
sampling of 1eponts, cspeaally audits ndependent 1eports (ncludimg those of GACY)
tepatis of the DoD Program Imegnn Oifice withun the TRICART Management
Acovity (TMA) and hispecten Genaal (IG) 1eponts (Dol) and the mikitary depart-
mentsy The Task Toice also mtervicwed sanor manageoment officals from TRICARL
and the Defense Managoment Data Conter (DM ), wlich s 1esponstble to the
LUnder Scorctany of Delense for Pasonnd and Readiness (P&R) and which has
responsibility for DTTRS Outside experes m the prnate sector such as Howitt
Assocrates and R AND weore consulted as well

12 Do) dnsiruweivon 1392 234 Defense Dovallment by Feportong Ssdom (DT RY) Preceduses Mardh 9 J990
173 Huat

14 TRICART Svddens Manual 79301 MAZ T DITRN (€ han e 43 Moy 7 2007 o the Augusi 1 2002 ccition,

1 1?01:’) T truetion 3340 204 Befoa Darofiment g belity Beportong Savom (1D0 T R} Procedares March 19 povy
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DEERS

I he polices, praciices, and proceduses for e oversight of cmollment and eligibilny
data appcared to be ot fanh high qualiy howcver, as 1s true s the private sedon
regarding the oversight of health plan fimancial connoels and cooidimation ot
bunehts, weahnesses i the system can anise In this case weaknesses were apparemt
between the personned ofhices of the Uniformcd Services and DMDC, whose DLERS
database 15 1ehicd upon ton venbving eligibiliny in ditferent settings, such as when a
person secks wcess 1o an M1 F o other haalth care provider i the private care
segment of 1RICARE DEFRS generally 1cqunes substantiating documentation

{e g, marnage cerithcates, birth cortificates) 1o deternnne dhigibnlits that goes hevond
what usualh 1s1equned in the prvate sector and has awtomated systems 1o detect
dlamms tor wluch TRICARE should not be a pavar atall o for which TRIC ARE
should be s sccondary paver (DMDC mamtams data onothes health imsurance

anel dual digibnliny tor Modicaro)

Acconding to DMIC/DTFRS officals the fatest comprchansing audit was condneted
1 2001 “which vesulted wea reconunendaton 1o the Under Scactary of Delonse
(P&R) 1o davddop and implamont a comprehansne dara quality assuyance program
tovenhy the complatencss, castance nd accun ey of hoth the new and castimg
data vesidimg i the DEFRS datsbase DMIDC andormed the Task Tonce that the
findlimgs ware disputed, and that the accnacy md schabilin of data wae much
higher thanm indicated DMDC said s laved ofidenuty vendication venfication of
source documents, and validation ol tannh telanonships s much more somgont
than m the commearaal healthcare s1ena "1 patorms miatches with Socal Scouni
data and othar agenacs, ponodie Ul audhits wdentihe anon card facihities, has mairk
ey nmprovad qualiny sssunance programs, and s improved e mterface wuh
pursonncd svstems of the seivices 2

Howevar evenwath the ssgmilhicant mapcvements that have been made m the svstem
over the past several years scveral {actors contimue Lo credte an espectally challeng-
g emnonment for chgibiliey determm itions and trackig  These include the pace
ol activity, the numbers of benefia tics coming e o goimg out of the system the
heavy rchance on Reserve Components and the lrcquent changes im fanuly situations
of beneficlaries These changes have a sigmficant impact on & ssstom that selies
largelv on the selt reporung ol evants that tmigger eligibihity o1 meligibslity for
benefits These trends jusufy an «xtcinal wditin the area of fimanceal conuols

Araoview of otha reports with dated recommendations showed that often 1t 1«
difficult to vack the implementetion of recommendatons regarding the need fon
audits and mvestigative 1cpo ts, at least n part beeause there docs not appear to be a
contrahized, proacoive locus of accountability dinong hinancial contollarship across
the MITS Also lacking are sigmificant cfforts to conduct oun each to private secto
purchascrs and plan sponsors of health bencfie plans Industry best practices mclude
ensurig centialized wccountability that crosses “silos;” or the organizational entites,
conductuing contmual outieach (o determine best practices and promoting enhanced
1ehabibity m personnel offices thiough greater autom inon and sell-serice These
pracuces when combined with the integ ation of business rules 1esult n data th o
are more accurdate and 1eliable {or use m the coordination ot health ¢ ue henefus

22 Dob) fispectn Cenerad dudit heport benefrenns Data Supporiog the Do) Miliary Retyement Health baefus Frabili
Istemate 1) 2001 154 [l 5 2001 Note The abpectt e of the aurbii cas s the sohabiliy and compieionesof the
demographec dute wsed to calenlate the Dol aaliors veltcment heatth benepsts habitity, The Diaecto © envad found that
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TRICARE as Second Payer

lo the degrec that 1RICARE 15 1o be a second payver (see Ghapter 10), Congress has
authonized the military savices to bl insw ance compames under the Lhird Party
Collcetion Program to help pay the nising cost of providing health care to a growimg
number of dimble bendfinanes " Dol promuigated an imsuuction detathing the
speafics of the Thond Painy Collection Program &

Furthermoie, Congress has expresshy stated that when 4 peison i covered by both
1RICARE and a third party praver gmswance, medwal service, or a health plan by
contract o1 agreement), and both TRICARE ind the third-party payer cover the
sante benehy, then the governmant cannot pay for the beneht with a himited
exception -

e gll](] mco p] m ]d( s untlenm l)f)l]( s il](l Proce dU]LS i)l.ll 1 d()( s 1ML l)]()\ ]d( J
common means of wcomplishing the hithng Of the thiee seviees, the An Torce 1s
the ondy onc that sccenth comated to a two conm ador natonat dard-party colled-
ton program Posune clforts hwe boon noticed, as the An Torce now colleats a
largar porton tlon the othor o services = 1t na he ome for the services 1o unif
and maxmecats corts to collect from thud parncs, pohaps by using contractors

Whon compared to the ovarall Dol licalth carc budget, 1the Third Party Collection
Programm rccovats a small a frchon ot a pacent back 1o the M TFs And it 15 nupot-
it 1o note that Congress dhid nocmeend to deaoment the Dedfense Health Program
budgar with an axpacted program for thnd-party collccion such a programwas

1o acatc an ndcentne 1o collect these funds, which wae not programmed mto the

M IF budgat

tHlowevar m 2004 GAO postad s vicwpomt st conductimg an M T thind-par iy
collcction audhit by stinmg Our pomt tiking a broada view, 1s that evany dollar
recovacd from tind-par v msuiers s one more dollar {or the Congress to consider
m funding the gevanment s opainons ™™ Y moe 1econt tecommendation 1 o the
2007 Dol IG and Arnn Audit Agoney stated, " We 1ecommend thae the Swgeons
Genenlof the Arw, Navy and An Torce imform the commanders of nulitany
trcatment {acthnes that collccuons from msiance providers are aedited to
dpprogn tauens of the MTT 1nd de not scsult ireduced budgets ™ The GAO and
IG positions cammat be 1econaled . Mier more than 10 years ol the Thud Painy
Collccuon Progran, MTT coimmander s would kuow whetha then budgets werc
decremented by then service and would not need to b vemimded by the DoD (s

With 1cgard 1o dispansing pha nraccnticals MTTs provide imamtenance diugs
30 day supph maements but most Pharmacy Benchies Managers or ewvilian fiscal
mrer mediaiies who process the Thod Paroy Collecnon Program daims of muluple
anlian insiers provide pavnrent fo only a 30-day supply, leav img 60 days uncol
lected MTT parsonncd are un mare of and Pharmacy Benefits Managers aie not
wdhaiing to federal law, which allows the MTF to collect for all 30-day supplied
pharmaceuticals # This area 1l audited, may reveil the magnutude of the apparent
noncompliance with the law and the value of implementing cost-saving and
enhanced enlorcement mechanisms such as punalties to nswers for noncomphance
or adeinonal education and tammg for M IT personnel

24100 S C §Haafg ) i200 1,
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Recommendation 3

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

Action ltems
* Dol} should

- charge the auditor with assessing the most efficacious ane cost-effective
approach, for example fraud idenofication and pravention and systam
changes to the DMDC and/on DELRS

- ensure that audit 1ecommendations are implemented and mclude follow-up

and

—establish 1 common cost accounung systent that provides tue and accurate
weountng tor management and suppotts compliance with Faw that 1RIC AR]
b a second paver when there v other healtl msurance (See also discussion
below )

Financial Reporting in the MHS

The MHS comprises threc internal st ind-alonc auditable financt il statements fon
1) the Seivices Medical Actnary (SMA) 23 1MA and %) the Mcdicare-Elhigible Reunee
Health Care Tund (MLRHC 1)

Ehe fmancial stare ment udormation tor the medical depar unents of the Anms

A Toree, and Navy werolled up 1o 1M Y and uc consohidated unde one set of
stand alone auditable finanoal statements under SM A ©hese statements cusentls
are not udit thte because of finanaal and mfornation systems problems, as well as
inadequate busiess processes and mternal controls 1he MHS plans 1o have thes
statenents ieady for audit and an ungiolihed opmion in Fiscal Year 2015 ¥

The finanuial stataane nt idorm sten for 1) prsaie secton care, 25 1RIC ARE opera
tions the wdquarter costs) and 9 the Uniton med Savices Unnersity of the Health
Suences are consohidated under one set of stand-alone consolidated Anancidl
statemos under I MA T ke the SM A statements, these statements cunienth ane
not audnable because of inanaal and informauon systoms problems, aswell as
mideqguate business processes and meernal consiols The MHS plans 1o have these
statements teady for udn and an unqualibed opimon by Tiseal Year 2010

MEFRHCT? inancaal statements citfer om those of SMA and 1 MA because they ane
1eady fo1 andit as a stand alonc reporung enoty. The MERHCEF fiinicial statoments
ware sudited in Tiscal Year 2006 and rccoved a qualified audit opimion In Fiscal
Year 2003, inde pendent audnors found that workload, medical coding and data
mformanion systems, cost accountmg svstems and financial data Alows hiom one
systam to the nest were um cliable

I Tiscal Sear 2000, the se same defaenocs comtmued Y Those materal we akne sses
provented the tund trom recenmg an vnqualificd opumon o1 ats inancaal statcinenty
Dol s anbapatmg that those matonnal weiknesses wall teappear i the Trisc il Yea
2007 aucdtors opimon of MTRHCT The MI1S plans to have these hmancial state -
ments ready for an unquahficd opnuon by Fiscal Year 2009

3 Lefe e Fovmcred bmprovemont v haedrness Plan Sepiembo 2006 p 39
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The most sigmificant challenge 1o the METS continies to be the existence of financial,
cost accouning, and mfor maton svstems that do not mterlace well with one another,
and the mmabibty of such svstems o comply with Generally Accepted Accounung
Punaples (GA AP) and other standards

MLRHCF 1s cunrenth imuted to Mecware cligible 1etnees over age 65 The Delense
Advisory Comnuttee on Military Compensauon and the Medicare Ehgible Retnee
Health Cate Board of Acruaries hoth promoted the adoption of pre-Medicaie-ehgible
retnees mta the fund *' W adopted, moving the pre-Medicare elimble retirees inio
MERIICE would be consistent with GAAP

DeD’s Performance and Accountabihity Report

An ndependent auditor’s seport of Fiscal Ye u 2000 Do hininaal stalements
conducted through the 16 s Delense Tinancial suditing Seivace also aited stancing
mater1al weaknesses and a lack of mianat connoks as the cause for the disclaimer of
opituon * These control dehaanaes are so sigihicant that they can cause maternai
nisstate menns (gross undastateneont o overstuementy mn the finanaal statements
anc mnternal convols are Lcking or ave soweak that tests of mtanal controls are not
teasible

Betorc anandit can be conduciedd on an orgamization’s finanaal statements, it muist
provide 4 statement of ssun e on s miernal convols over hnancal reporing o
Fistal Yo 2006, Do provided o qualibed statement of asswance for 115 e nal
contiols ovar hnanad reportmyg Flowevar the 16 s Detense Fiancial Anditing
Sarvice disagreed with Dol s quabhed stitement of assurance on e nal controls
ovel hnanaal yeporting

Internal Controls Financral Management Feeder Systems, and Reporting

The Sarbancs-Oxday Act of 2002 (P10 107-204) sarved as the mots aung force i

the foderal govarnment o 1e-ovaduate us pohacs on uwanal contiols and resuhied
the issuance of OMB Cnenlar A-123 Appondic A Inrarnal Controls ever Tinancial
Reporung ~ This appanedis spaathically 1equines government agences to document
the pracess and mothodelogy for apply g the standards foy assessimg mitonal
contiols over hinanaal reporung DolY has plans to implonent the necessary processes
and fmanaal maconl connols tomprove inanoal reporong and contimuc (o mow
toward anditable financal statemenis

Most Dol accounting systensware designed 10 teemd and track costs on a4 budgctary
hasks and ware not deagned o colloa andhecond financal transactions on an accual
basis m accordance with GAAP In addimmon nay of the Dol fecder systems that
mtertacc and automaticallh rccond seounting ansacnons wto the offiaal accounung
systems wete designed fon Jogistics on other pun poscs aned not wccessanly tor finanaal
purposes o for compliance with the Fedaal Tmancial Managoment hnprovanent
Act of 1996 (1 FMIAY Unul all Dol finanaial and other mior mation sy stems dic
abgned and updated torccord md repont finanagl information maccordance wath
GAAP, Dol linancial information will continue to be ddhicult to vihidate Dob
Birancral Tmprovement and Audst Readimess (FIAR}) plins are to move the depat-
nent toward auditable mancal statements

>4 Phe Midiary Campriation Svitens Completong B Dran o ta an 340 Volunieer Taice Report of ihe Defonve Aduinan
Copomibtec on Mildary Compensation Apaid 2006 p &4
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Doty acknowledges that ws unable wo fully unplement all elements of GAAP and
OMB Cncular A-136 because of limitations m ats hnancial management processes
and systems ind nonfinanaal systems and processes that feed mto the inancal
statements ¥ In an August 2007 1eport GAO noted conunued progress 1 two ey
areas 1) agency-requn ed mechation plans, and 2) OMDB efforts to address system
unplementasion pioblems ™ However, 1t also mentoned that ‘agencies contimued
10 st uggle to modernize inancal management systems, " and specifically singled
out Dol by statmg that ‘this problem s paroadarh severe ar the Depaitment of
Detense ™

Internal contiol over fimancual repoiting s a process dosigned (o provide reasouable
assuyance 1egarcing the 1eliability of financal statements Internal controls ovel
fmancial 1eporting should assurc the s deguardmg of assets the accurate and tmely
recording of tansactions, and comphance with appheable laws and regulavons The
Fiscal Year 2006 DoD Report on Internal Controls and Compliance with Laws and
Regulauons states, “DoD fimancial management and teede) <ysiems were not
designed 1o adequatels support vatious material amounts on the hnancaal state
ments These systenne dehcrenaes in inanaal mandgement and feecder systems,
and madequate Dob husimess processes 1esudt i the mabihty to colle et and repon
tinancaial performance miormation that 15 wevn e rebable, and tmeds "7 I Dob
does not have the accounting and intor nanon svstems, busness processes, amd
nternal com ol over finanaal veporung 1o attest to the 1chiabaliny of 1ts finanaal
statvments then Dol finanaal statements cannot be audied

Cost Accounting in the MHS

Ihe chicctiveness of (he MHS cost accounung system dlso needs 160 be eviduated 1he
Meclic al Fxpense and Perfor mance Reporung Svstem (M1 PRS) 15 the cost accounting
svsten that has been used by MHS far nany vears to caleulate unn costs MLPRS 1
complex, with beavy rehance on nnltple svstems that feed and inter face with cadh
other and that are proncfo user errors Guen at the lowest level, where Labor cost
allocauon depondds on mdmadual input Inaddinon, reported workload and coding
cHcananess oflten arc unrchable: These are significant probloms m the MITS cosi
accounting sistan that aflcct the cornect caleul won of unt costs

Dols cost sustem probloms are pasistont and longstanding In a May 1999 GAQ
1eport 1o Congress om the Modicare Subvenoon Domaonsty aton, GAO wenubed
majon coneerns with MEPRS 1o mddude meonsistent dara colfecuen and ieparnmg
sanvice diffarences m how deprecnition 1s recotded, and the mmpl( teriess of the
accountng for albvddevant expenses ' 1n Biscal Year 2006, mdependene auditors
1denshieel as um cdnble workload/me dical codimg datazmformation, cost accounting
systans and hinandal datd flows from once ssstem to the neat * In Maich 2007 the
1G of the United States issucd areport on finanaal data procossed by MEPRS,
stating that a number of seaious weaknesses were tound !
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The Assistant Seaictary of Defonse for Health AHfairs did not concur with the TG
1eport and stated that 1t musiepresented the purpose of MEPRS He also dud not
concws that Health Affans had a matenal weakness He stated that the system
prosnides detaded unionn petformance indicators common expense classihcanon
by work centerrcost center umiorm reporung of personnel unihzation data by worh
center, and a stand ndized Fbor cost assignment methedology He stated chat
MEPRS was not destgned to support hinanaal accounung, financial reporting, o
patient-level accounting "

Ymproving DoD Pharmacy Cost Management

In s 2006 F1AR Plan, DoD pomnted out that the PIVTS system provides a good
exainple of a modern cost accountung and health system designed to collect
infor mation about patient-lesel pharmacy use and costs

MLRHCF 1s1elying on PD IS 1o colledt accurate hnanctal and cost accounting
mdormation at the pateent level w one day achieve an unqualihed opion m s
fanaal statements Dob and the Entaprise Branson Plan (E1P)y mus success-
Tully identaby, amplemonn, e miegrate ssstans such as PDTS that ineet the needs
of panients ancd mprove outcomes, while provding necessary and veliable cost
accountng cdata thatwill meet inanaal yeporing requirenk nts ot the MERHCF
finanaal statcments Howevar antegranng svstems st as PD 1S with curient
svslems mdy be a formdable and exponsise challenge

Findings

MUS hnanaal acconntng andreporong and cost accounting systems are in need of
ssgnthicant improsenent o1 oven a complete merhaul At the core of Dol)'s acconnt-
mg poblams e ts dehaonacs m Ananaal reporting svstenss, cost accounting
svstems and ather admmistatng and program management systems that prevent
the accurate teportng of fnanaal and cost accounting mioymation m the MHS It s
difhcult 1o use fnanaal statement and MEPRS cost accountmg for mation 1o m ike
decsions o1 companisons with privaic sector data s is due 1o outdated svstame
and mapproprate allocation of ovarhead, depreaation, labor, and otha unt cost
cxperses which meke thom maccw ate Many of those hmanceal managoment aned
fecdor systems were nitially designed for budgorany purposes and not neeessanhy fo
prepanng mancal statemants i accordance with GAAP Unal Dol and the MBS
cotrcat the overall svstems archiecture probloms and align these systems to support
finanaal reportng and cost wcounnng across the ageney Dol) cannot provade
finanaal statanents that are tehiable on that account with a hugh laved of confidenee
the ttue and acandate cost of Ticalth carcm the MHS Inadditton, Lack of adcguaie
busimess pracesses and cffective himanaal mternal conerols contimue to hinder Dol s
ability to report fmanaal and performance mformanon that s dccurdte, 1eliablc
and tnmeh

MFPRS problems aie parsistent and lomgstandime and the 1ellabbity of the mfor ma-
ton it provades has alwavs bean questioned MIPRS sufiers from sigmificant mherent
problams that range from muluple unichiable systems that do not properly mterfce
to melfective mternal conools, 1o Fack of user knowledge and education MEPRS
problems appear to be svstenne and need 1o be evaluated to include an assessment
ol the {feasibihity of sigmiicant change overhaul, or 1eplacement
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The Task Torce agrees with the Assistant Secietany of Delense for Tealth Affans thar
MEPRS was not designed don accrual accounting and GAAP compliance and that
those objecines must be met thiough the hnancial accounung systems Smce 1 1s now
necessary for many government agencies to achieve GAAP comphance, this presenis
4 major challenge for the gevernment and speaiheally for DoD These financial
accountmg challenges are being addressed thhough the FIAR plan and the TP
However, MEPRS data continue to be um eltable and cannot provide patient-level
data

Common Accounting System

Because the Task Force alsowas ashed to assess the abihity to account lor the true
abd acaur ate cost of bealth caye i the nubitary health ssstem " the Task Force

would Itke to hughhght 1ssues imohang the cost accounting syvsten, inclucing the
need fo1 a4 common cost accounung syslem acioss the MI15 as a best pracice The
cUrient system n use since 1986, 15 Jughly inscou ate and madequate {or vanous
1casons It does not measuic the value of e owputs (healths on 1 cadimess capabils
ey, does not caprune ol Dol hoadih cate costs and »s meonsistent m how Hbor costs
arc allocated (0 g, 1elies on seltaeporiing and on pohicies and practces that are not
wmform across the savices) s makes it ddfionli to compaie disedt care with
private care and care provided among the sarvices

Asnoted above the Task Tarcc recommends that Dol establish a common cost
accountmg systam that provides e ind acomate accounting for managoment and
supports comphiance with law that 1RICARE be 1 second paver when there s otha
health ansuance

Wellness tmtiatives, Disease Management, Prevention Awareness, and
Patient Imitiated Care

Avpart of s charge, the Task Tored was askod 1o assess wellness mutiaines and
chscase margemicnt programs of the Doparment of Dodense, mcuding health
sk tracking and the nse obrawards for wedlness ™ Inaddition wwas asked toranien
cducation programs focuscd on proventron awarcnress ane patient-imtated he alth
caic’
The health care contmmum covers avarvthimg from provention to scanns ilfngss
and mdludes the provision of engoung patent education programs dimical and
admimstiarne murventions, md oxpert care coordination/cdse managenent at the
appropridte times TMA addresses this contmuum ot care i oats Population Health
and Medical Managemant Moddd and desagned the DoD Medical Managoment
program to suppott the moddd (see Ngure 1)

However to achieve the desired outcome of a health population and o optsmiez
the use of searec health care resources, tha e must be an amphasis onwedlness and
preventon ¢ducation programs that support these objecnves

IS Naetiomal Deferrse Awthorandaon Act for Foced Year 2007 11 109 308 § TIROOHC) 120 Mal 2083 2256 (20006
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DoD Wellness and Prevention lnitiatives

Ihe services, m iccordanc e with the wicdhe atb managonont program outhined by

IMA have implomantoed service speafi wellness aued discase provantion progians
that a1¢ gena gl conssiens with HHS s Healthy Poople 2010 goals and consistent
with Pantnership tor Pravcnnon’s National Commission on Prevention Phioriies
(NCPP) ¥ NCPP evaluated and vanked provantine services om a 2- to 10-point seale
base d on dmicalby preventable burdon (€ PBY and cost-eltectnencess CPB s mcasued
as quality-adjusted Tife yedrs (QATYS) gamed

MHS hterature micle ates that the provening scivices bang monstored arc generally
consistent with NCPP s pronitics and that the services have devated the prioriics ol
suncude provention and stress management and also have implemented programs
umgue 1o MTT locanens o designated populations that are not covered in the
current MHS hirevature: The dhimical outcomes of selected preventive services aie
momtored m the MHS Balanced Score Card Metric Pancl

TMA's rescarch mdicates that unhealthy hicstvles significanthy increase the cost of
health car¢,® ' and that tobacco adverseh impacts 1eadimess by increasing the
Likelthood of mpuay and lost productnvaey decreasing might vision, exacerbating
notse Induced heaning loss, and slowmg wound bealing

79 Peortare ridups for Provontion Prioates for Amenees Aeadtd Caprtalian, wn dofe Savmig Cind Tffectrve Preventi e Sir nee
20006 Sew 1 ow e e nl gy
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Oaferied o TOBFSABOI | wdh tobacco wse acocantong, for 8564 meliros of thase conts Dodd also moos nowmedrnal velated
cost of $Y65 paliron
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The August 2007 MITS Balancod Score Carnd Mctnies Paned mdicated that the
services are not meeting the Healthy People 2010 gonl of an 88 percent nonsimaking
rate The Actne Duty populauon scores lower 1 thus area than all benefician
populatons and the U S population generally But the Actne Duty population
consistently suipasses the Healthy People 2010 goal and the U'S population 1 ates
generally i preventing obeuty Other TRICARE beneliciary populations sui pass the
'S populatron in lower rates of obesiny, 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 Fre addiional DoD preventive services
fail to meet Healthy People 2010 standards *

TMA sponsm s 4 number of demonst auon and pilot programs, such as Tobawo-kee
Me, the Make Lveryene Proud lobaceo Use Countar Markeung Campaign, and That
Gy, an aicohol abuse 1eduction o impaign lor Active Duty semace members ™A,
howeser, does not 1eimburse beneficiar tes lor some preventne services, such as
smoking cessatton tntenventions Smoking cessatton 1s covered in the MTE ag the
discretion of the commander andwih faalus funds, but thete 1s nothig in the
anrant regalanons that allows for netw otk yemmbin sement tor simoking cessation
progiams } MA will reev duaie the policy atter 11s current smoking cessation
demonstiauon project ends 1n September 2008 and will use the demonsti auon
resulis to deternune the feasibility of a comprehensise 1ob icco cessaton benefut o

i1s benehictarnies ' The NCPP scores sinoking cessation as 4 *10 on a 2- 1o 10-pomt
scale, this underutthized sexvice i the lughest potential fo additional QALY
(1,300,000 ssved of uiihzanon wer mercased 10 90 percent {See Appendix F b
addinonal informauon on DoD s wellness programs )

Prevention-Focused Beneficiary Education

Fhe promotion of wellness tuotgh behasioral dhange rcqunes basc health and
prevennon edicanon, posonal it scnon with heenseed health care personnel

md pomnt-of-serice educauon wuh follow-up  ddonally, education must contimue
along the contimuum of care To ths ond, TVA T funde o ovidenced-base & domon-
stration and pilot projects to addiess the loading causes of praventalile illlnesses and
de ath among ns benchoas These projects Aol which inco porate cducanonal
programs, will hddp i exvaluating the fcasibality and difcctrvencss of new intaien
vons that could encourage healthier hicstyles

Dol programs arc ¢xecutedd at the sarvice leved the Nawy through ats Navs
Frmonmental Health Center the Anmy thiough us Caner tor Healt Promotion
and Praventve Modiane, and the An Foree through sts Population Health Support
Dinvision Fducanonal components are imeotporated mito proga ims using the

apm l)])]‘ldi( me {h:]

TRICARES Health Promoton & Provenuion websie supports education though «
stres of Iy 1o uliary and otha health promonon sires and thiough cducational
programs 1 RICARF's webate hosts 1 comprehensine body of datarled information
telated to FRICARF, which 1s accessble to all who are computar Inaae Tl
TRICARF {o Tate plan alsoss comp chensncdy outhmed an a 36 page handbook
I'auents who do not have electonic access o1 who have cognitive bntations depend
on the dircet and puichased coe emnonments fo1 plan and health educatton

3T TRICART Managonend Acincan Headth Policy Anabvas and T owlnation Toatuation of the TRICART Proganm 1Y 2007
Kiport to Congre 5 Febranr 2007 Seew o ¢ frecare

24 Juek Sonthe MO MMM Arteeg Defruny Avastant Secretary of Defense fur Clineal and Pio e Poliey Chaef Medeal
Oftecet L RICART Munegemens Acpy a0y Breefto the fush Favce fuby H 2007 Shyfe 25
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The success of any cducational program s contimgent upon beneficrary comphiance
with stated care regimens and compliance s either inumsially o1 extunsically
motnated Private secton programs, while consistent with industry best practices
and Dolys approach 1o preventon are moving toward ditferent approaches to
accomplish patient compliance 1ind personal 1esponsibility lor health and wellness
A loundanon for these programs is patent educauon Programs ale siructured
around woiksite wellness 1cams used by the Wellness Councils of America, fiinancial
meentnes/bonuses jor pracucing healthy habats and behaviors as outlined by
Clartan Health, and discounts 1n deductibles {or healthy outcomes on screenings
and abstinence from tobacco use provided by UnitedHealthcare Gioup ® 7 DoD

ts comstramed i ps abihty to povide such imcentwes, butis exploning avenues to
addiess these constramts

Although i 1s evident that the <e1vices offer and sometimes even mandate wellness
education and disease prevenuon setvices 1 standarchized approach is lacking To
consolid 1e and standar dize wellness e ducanon and wellness progiam mplementation,
the An Force's Health and Wellness C enters could be used as the MHS model Once
fulls mplemented and resonreed this model would taalitate comp ehiensive pro-
grim ey uaton the documontauon of outputs and the cost analh ses that would be
needed (o deiwr nune v on msesime ne e tetms of QALY saved 1n the long tern

DoD Case Management

ITMAs Medical Management Guade outlimes case ninagement for the services as
a collaborain e process that assesses plans, imploments comdimites monors and
wvalunes options md savices 1o mod comples health needs through communica
trem and av ulable 1csources 10 promote qualiny, cost dlfective outcomes ™ 1his 1s
consistent with the Amcrican Case Management Associanon definiion ot case
management as a collaborative pracnce model that inddndes patients, nuises
socal workas, othar pactmoners, caregners, and the communaty Fhe PLOCLSS
encompasses communie anon and laalates care tong a contimuum through
dlicce resowr e comdimanon The goals of cast managanent mehude the
achicvenient of optimial health accoss o < arg, aind appropriate unhzauon of
rosousce s, halanccdwith the pavonts night 1o sclf-daammation As such, cffccone
case mandagonient upda s the continonm of care m rddation 10 pravention and
st dse management

56 D wd Hunnrewtd dhe 30 Secrets of Succovsiud Bokcate Wellnews Fepms 2007 Widhes Cousiceds of Ameriea Absofuts
Ad romtage Magnane 2007 bf>) 6 11
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Of panicular concern s the transition of pauents from the MIHS to the VA health
systems o improve DoD and VA dimcal case management services provided to
service members, famihies, and other benelwanes, the VA/DoD Health Txecutne
Council established the Dol VA Seamiess Transiuon Clincal Case M anagement
Work Group ® The group 1s charged with

» idenufying key clinzcal case management concepts, processes and subject
niafte) experts

wdenutying and dehming poliaes 1egulanions key concepts, chintcal processcs,
and busmess procedures that guide the ceanless nansition of service members
and other benehaaries,

-

1ssistng m developmg and sustammg standai dized qualihcatons, education,
and 1esources for chirncal case management m support of seamless t1 insinon ol
service membeis and other benefictaries,

1eviewang and recommendmg chinical case management functions and wotk
flow for eftectne case m inagement 1elated to the integi ation of information
svstems and pohcres that duectly suppont the seamless transition of saivice
members and beneficianes

developing a jomt prucess for ensut g seamless transition al care of the
Wounded Warnior usang redevant Dol and VA documents and guidance and
mdustry standaids, and

wlentify g potential gaps i the tacking of saverely wounded Wartiors

Addrionaily the Dole Shalala C onmussion 1ecomnunded the deselopiment and
implomentatton of federal 1ccoeny coodm tors to ovarsee the cate of severels
wounded service members across lederal agenaes ™ s role s intended o comple
ment the services case managenant approaches In conjuncuon with the Dol)/VA
Sentor Oversight Commurttee the Aron's appioach to mproving ase mategemen
mchudes Us Varnor Lanstion Uniats 1 which senieusly wounded seryvice members
would be asagned ™ hese mmatwves should addeess the need dor standardized case
manage et both the mparran and ourpanant haalth commumitics and would
Serve 1o ‘\llpp()l( CJATC OO dlil(l['l()!l Ac105% The Il(. alth carc contimuunt

GAO epot mumber GAS-07 12307 states (it work contmues o datermmng the
muubor of lderal 1ceovaty coodinators tecded TTas s duc m part 1o a lack ol
clanny 1egardimg the portion of ratmng Saviee mombers” these recovery comeh-
ndators will serve Tho report furtha states that more than hall of the U'S Waimo
Franstion Units had “sgmificant shorfalls” i one o1 more of the required cntic
posions Sevenseen of 32 units had Jess than 50 pocenr of “anncal staff membars
s place ® Because mpatent and oupationt case nandgoment 4re inexi icably
hnked, case management reform will alfect conrent MHS case managament progians

B0 Charier Badd 13 Seandens Damsibion Clocad €ase Menagemvnt Work Cronp (5 9 May 2007) Recered 19 Octaber 2007
i efectronse marl fromn Frenfenant Colanel Clenda Matchell Office of the € hie [ Medioal Offecer fMA prrespeise toan REE fran
Fivuleant € doned Clevde Mutehedl Office of the Chref Medual Cffoer TV 4

61 The Commnsaan on Cave for Rotwrnong, Wounded Weistor  Ser o Suppart Sempiefy Report af the Pee rdend s Commissian
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DoD Disease Management

Fhe scrvices have mnplemented discase management programs i1 a 1esource-
constramed e nonment that mchule the reporung of select Health Enmploves

Ixata Infor manon Svsiem (HLDIS) mencs through the busimess planning process
and thiough servce-spetihc susiems md venucs—ihe Ay th ough the Command
Management System, the An Torce thiongh the Executne Global Look, and the
Navy through the Population Health Navigaior Service programs die supported

by the Malnary Health Syaian Poputation Health Portal (MHSPHP), a centi ahized,
seeure, web based popul thion he ilth nymagement system that transforms Do) and
network health care adminisin ane dat 1 into acionable mtormation oD s working
Lo establish a 1cdesant dise ise managoment program for the MHS

MHSPHP methoclologies aac based on HLIMS measutes and methodologies 1he
MTISPHP has fown prunany scenons donom aphms, provenine sernvices, disedsd/
condition mandagement and adnunstranon 1 provides aggregate 1eponts, provider-
leve] panent action hists, and admmisiiatine data and contact mtormation * 1 he

serv s hase comeurred on makaing discase monagoment 4 onncal minateve i the
Ti-Sanvce Business Planming Process Howeva, there 1s no consolidated 1e port of
MHS podormance and the tactes e notreported my the MHS Balanced Seore
Cord Muinc Pand Faaept for s prloted anne Maodical Department (AMFDD)
provada score cand chmal providears have no cffiaent and iy way 1o momtos
the it porforinance i redavon to peas® Tikewise honefictaries, M TF, tegions, and
respeine sarvice commadids do not have this Cipalnis

Recogmang the necd for a comprchenspe discase managament program, TMA,
liscd onthe Sepramber 8 2005 MUS Disc e Managomem Sommn, adopied o
unificd approach to discase managament acoss TRICARE regons i accordance
with Assistant Scaretars of Defense lor Health Allan s guidance Thiee discase states
cuttenthy are bewng monored congesine heart falure ashma and diaboes A
phased nnplementaton began on Septamber 12006 An cvaluation of chimcal
outcomes ublizauon and himanaal outcome measurcs 15 duc m Becember 2007

Work 1510 progress to mect Nauonal Defense wuthonzation Act 2007 requn eme nes
to addiess specifie disease condinons m dincise imanagement Progiams must meet
nationally recognmezed acarcditanon standlards speady outcome messuses and
obpectives tchude stategies fon all beneficiancs (imcludmg Mediwcare), and conform
to the Health Insinince Port il and Account iaility Act of 1990 laws and 1egula
fions A rcport on design and inplenontnon phinnmg is due to Congress on
Maich 1 2008

64 An Foree Meduat Suppoai Acney Popalation Heakih Supbort D owon MHS Popafution Heelth Parial Methods
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65 e AMPRN Pro ader Sewre Cond o amoutomated tocf thal allo o pevsonned to quickfy gauge the pefarmance of o provide,
dhoare MIT veoton o ronomand on (il guelity sietrs safogactvan producie sty aud dede guality i o cnaphot formes
Fhe tool pra ndes graphs and chats fna colton . 12 wanth pevad Pand Cordis Armn Medead Depariment Changes to
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Findings and Recommendations

I he services are conductng wellness and prevention programs generally m aceon-
dance with recommendavons of NCPP In addinion, they have prionuzed swcde
prevention and stress management, however, (verconung stigma i seeking early
low-level stress counselimg 1emarms an mmporant problem [ MA does not coves
smoking cessation intersention 1 the Purchased Care System, rathes, it 1s covered 1in
the Dnect Care Sysiem at the disuctuen of the M1E commanders DoD currently 15
evaluatng the teasiblny of paying for smoking cessanon nuersenuons i the
Purchased € are System Although Do and I MA prayvenuon eiforts are extensne,
they appear (o be of inuted cffecinencss m the aveas of wesght management and
smoking cessaton and they Jack transparency and DoD-wide coordination

Recommendation «

Dol should follow navonal weliness and prevention guidelmes and promnte the
appropriate use of hcalth care resources through standardized case management
and discase management programs | hese guidelines should be apphed across
the MHS t0 ensure nuhitarv readimess and optuimal beneficar health

Retipn items

* lo promotc accountambny and oansparene m hscal manageniont and quality
ot services, Dol should

— CONtInUE to pronuZe prevention progl ims m accordance with NC TP,

~ miplement and resom ce standardized case managanent and care coondimg-
von that «xtends bevond the Womded W a0 to otha bonchaans groups
a1 0ss the specnum of care

—ensure thach perfotmanice focdback to chimcal providas nimagars and the
cham of command thiough a tmiely and easih accessible icporting systom
such as a provider score card and

— mamtain ngh-levelvisibiliey of busmess and dimical performance Tor the
cntnc entaprise vinthe Ti-dervice Busingss Plannimg Process and the MITS
Balanced Score Card Metnc Pancd

In the arca of disease mansgement MTEs ate momtonng 1TEDIS menics using the
A11S Populauon Healeh Portal and reporting m the service systems and the T
Serice Busmess Planmmung tool T3olY has sexvaral miutiatses i place to umprove 1ts
discase management program and s cuntently awaitmg Iindings and recommenda-
tons f1om an external study of the dlecuveness ol s discase management programs

C ase management 1s essential o the dadneny of sale, high-quality, and umeh
medical care to mquied as well as il service members and beneficiarses through the
scamless provision of case man ioment services Tlowevel, cdase management 1n the
MIIS 1s not standardized acioss the speciium of the system and, therefore, does not
optimize the opportuniny for better health case conydinaton







Military Health Care
Procurement System and
Contracts for Support
and Stathng Services

The Task Force was charged 1o assess

“The adequacy of the nublary health care procurement system, including methods
lo streamline existing procurement activities’

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

Acquu g health care sorvices for the Milrany Health Svstom (MI19) s bng bustiess
Sanv-ine parcem of benehaany cuc s proveded through a netwaork of contracted
prsaee sector provaders ! \econding 16 Goor homent Frecrtive, 1Tumana s Dolys 13th
largest contracten {52 6 bilhon) {followed by TTealthNet at 14th (32 1 twlhion), and
MW est Tealtheare Aance at Dy (B2 Ballion), mdicatmg a sgmificant expenditm e
of the DoD budget om contracted health care services 2 Areview of outpatient
worhload mpatunt wonkload and M funding imdscates that substantially morc
health cane delnany s bang provided n the private seccor by TRICARE notwork
provaders than s bang provided thiough dnea care o the MTIS Given this wealy,
it s miperative that the MHS properhy plan, adequarch compete, and prudently
man ige 11s health care service acquisitions

In 1996, the DolY obligation {or medical service contracts was 1 6 bitlron, and by
2005 this obligation had marcascd to %8 billion—a 412 percent ncrease * This
grow thm setvice acgusstion spendhing hs rosulied, m pany, lrom rceent trends and
changes, indudimg miitary and avihan workforae downsizing outsourang imtiatives,
the expansion of the TRICARLE benehit, and the peed to meet new 1equiements and
demands To nunomize growthin the cost of medical service contracts, Dol has
1atlated sonle actnaties st eamlime acquisiion management and per for mance
hased service contiacts howevey, more can be done 1o contam costs

Best Practices

Fremework {or Assessing the Acguisdion Munction at Federal Arencies

In a 2005 1eport GAQ wenufied a hramework to assess the suengths and weaknesses
of DolYs acepusttion tuncttons This hamewaotkh comprises four inten el sed conne-
stones that GAQ < work has shown promote an ethaent effectne and accountable
acquasinion funcuon 1) o1 gamzanonal ehgnment and leadership, 2} policies and
processes, 3) huinan capital, and 4) knowledge and mfolmation management !
Applung this ramework reveals several opportumties for improvement m MHS
acgursiion procedines

§ Muchael Dineen Muatars Health Suter Co cvnanee Intfade ¢ Sats Utidade for tho Dadd Task Tovee on the Dl of
Melaiy Health Cune September 5 2007 Shde 7

2Nk v g0 e com foalwre8OT 1S G507 152 At

2 Defearse Acguasstions faddored Approccd Needed 1o Bpro e Ser wee Aequesation Qutcomes GAG 87 20 Nozembcr 2006 f
1 Drvtercork foe Avesang the dequiition et af Tederal Agoses G40 03 2180 Sepromber 26685 b 1o
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The GAO repoit states the lollowmng

Traditionally the wequission function has been {ragmented among business units,
15 each was responsible lor s own acquisition actnaizes Ve found that leadmg
o1gantzations transformed the acquisition function from one focused on suppoit-
Ing various husiness wntts to one that 1s sty ategically important to the bottom hne
of the whole compam

Although consolidation ind cent1 alization are occuriing at the service level, frag-
mentaton stll exists ar the MIS enter prise level As GAO has stated, the “lack of
coordimation across the acquisition function 1esults 1 redundancy, mconsistency,
and an mabilis 1o leverage 1osources 1o Mect common o1 shared requirements ™

Ihe GAO epont also caunions 1gamst siiuations where ‘there 15 no chief acquisimon
ofhicer, o1 the officer has othar signihicant responsibilies ind may not have manage
ment of acquisition as his o1 her primoiry 1csponsibiliny ”* The MHS does not have a
chid acqusition officer who “detnes 1 common dnection o1 vision for the acquisiion
funciion © woss the whole enter prase

Tie Yask Fance focused o scquismion processes of the 1 RICARE Management
Actnan (1MA) Savice-speafie acquesiion processes aic dddiessed i Appencix G

Inccommandimeg momtoing ind oversight of wqursinon, GAQ also anes the
following goal for oigatuzatons  The agenc has undeltahen a worklorce planning
cdfort 1o ensure that mdmaduals who award, manage and mionten contracts have
clearly dehned 1okes and responsilnlinies and have the appropnate workload, shilis
and tammg to perfonm the jobs etfecney ™ Many acqueation billets require that
the mcumbent possess o cert un level of acquisiion caification thiough the Defense
Acquisition Lnner sty

The TMA Procurement System

Structure

TMA acquisinion stiuctn s are the responsinliey of the Clised of Health Plan
Operations and Chied Inform wion OtficayDuccor, Informaton Mandgement,
Technology & Roongmcanmg TMAS acqusition actniics include three areas of
CgQUTame s pure hased cane (Ac quisition Management & Support) mformaton
tcchnology for the MHS (Jomi Mecheal Tniormation Svstems Glficc), and managc-
man consulting, and program support (TMA Procurement Support Dhvision)
(see Tigure 1}
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Managed Care Support Contract-Specific Acquisition

TMA awarded ats hust 1 RIC ARE conerace m 1994 In wts fust geney ation of

I RICARE contnacts TM A awarded 7 conty acts cvosenng 11 geographic TRIC ARL
regions They were compcutvely bid and aw arded as fixed-price (1 e, contracioy
al-risk) contracts Nonetheless, Dol) designed them to mclude adjustments fon
health care cost increases beyond contractors control, while other costs such as
adminstame, reman fixed Al of the contracis were awaided for 4 base penod
and five opuon years

GAO dedlared that 1MAs contractuig approdch for TRICARE posect several
aclminstiatne challenges and cont buted 1o signihcant tundimg shothalls ¥ 1o
be conadered for a contrag am ud, offaorswac requied i effect 1o submn
voluminows, ovpensive 1o-produce proposals, which imited compeution Otierors
1old GAO 1that DoDs vty presaaptive requieincnts resinicied therr ibiliny 1o (e
best practices to achieve the saie » esulis with greater cost cthaency V!

10 Dejerse Hewltli €Care Fovons carned fram TRICARF Contracts and Iupliciitions for the Futwre § 40 01 7427 Wy 17
2001 b 4 Nee w1 gao Lo neu sems AU 7424 iy
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The TRICART contracts were nuplemented wlule DoD was reahghing and reducing
tes Miliary Treatment Facility (MTF) capabiliy, resulting in greater reliance on
civtlian providers and numer ous adgpustments to the TRICARE contracts causing
some instabihty and cost escalauon GAQO advised TMA “lo carefullv weigh the
wmpact of 1ts decisions on compettton, including whethes to caive out elements of
IRICARE such as pharmacy o1 conolliment o sepan ate, nanonal contracts™? and
suggested that then “contimued partnering with private industry to 1each agieement
on the degiee of prescripin eness needed, by idenufying the specific functions in
which the use of best pracuce techniques would be most pracucal  *

In tugust 2002, TMA announced extensive changes to its second generation of
TRIC ARE contracts that mmdJuded consohidaung the number of health care 1egrons
from 11 w0 9 ind cotrespondingh 1educimg the number of health care delivery
conttacts 10 3 see Figme 2) This connacung ssmphification led to sigiiheant
admuustiative savings pw partedly, $190 gulhion in Niscal Year 2005

Addmionally, TMA G omoved hrom the new health care delivery contracts some of the
healih care tunctions normally ssociated with delivermg integrated health plan
otfciings that had been mcludad i the previous 1 RICARE contracts, such as retail
pharmacy services M IF appointments, i v hetingseducation, and [ RICARE tor
Lite (11L) dlaim processing [ hicse funchions were enher separately anarded as
nattonal contracts (retand phaymacy services, markaing 1nd education sersvices, and
the adjudication of Medcarc-chgible reinec (Jams) o1 were given 1o the nuhtary
services 1o manage (M L} appomnument seinng, 1csou ce-shanng agreements, health
care information g, and me dical nccessimy reviews) In tesiumony o the Task Force,
Humana said ehat such ‘canve-outs do not 1epresant current imdustry best pracuees
R ther, they inpact eperation d cfectneness and they appear to dinve addimonal
ovarhead costs mdudmg separate procuement and oversaght expenses ™ kchomng
these concerns, HealthNet ated i ats testiimom ™ what 16 views as the problems with
a4 nonintegrated appraich

* ' Dis-integration’ dimmmshes the ability of (i managed carc support contracto
to effecively woordimate the 1ange of se1vices needed to ensue high qualie,
end-to-end care for hencheaanies

* Alack of intcgravon mrroduces 1isk v QOOURG UBINCLCSSATY COIMTRUINE atrons
and operdtional barricrs

* Prior mmdustry and government attampts to chisaimteg ate hey aspects of the
managed carc program have boen probloniati

IMA marded its ament TRICARF health care delmery contracts on August 21
200% The contracts speafy five option vears, all due to expire on March 31, 2009
In ats testimony, Hunidna wged Dol to promote stability and monmize distuption
i the dednery of health care by wsig “1ts authority 1o extend the duration of the
cuttent contrdcts In the futurg, we also 1ecommend that DoD consider longen
duration ™" HealthNet suggested that Dol “mmplanent a 7 to 10 year term for
managed cai support cont1adts” because it rovides [the] opportunity for
Govanment and MCS contracton s to jomtly work on sigmificant program issues
over sustaned petiods of ane” and it allows for collaborauon of 1efmement of
culient operations/activities
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HEALTH CARE REGIONS

Narth - HealthMet

West  TriWest

South  Humana

Nercce oot vned by, et itfecr e oo as
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These contiacts are designed to be performance based and focusing on desn ed
outcomes—usually based on common mdustry practices—atlowing the contracton
Jaurude m how to achteve them TMA hased its cuntent contzacts on five overdarching
objeciives

1) enstne optimal use of MTT
2) attain the hughest possible level of beneficiary satisfacuon,
%) attain be st-value health care bn utihang commeraal pracoces, when possible,

4} have [ully oparational services and svstems at the start of health care delwery so
that disruption to beneficiaries and MTFs 1s mimumai, and

5} ensure that TM A has 1 eady access (o contractor-mamtaned data '

Along with the second generauen TRICARE contracts, TMA and the militarv scivices
iso made substanual changes 10 the management and oversight of TRICARE s
puwichased and dnect care systems thiough the jont development of a governance
plan This plan established 4 new 1egional governance stiuctwe, including the
creation ol TRICARE Regional Otfices { T ROs) to manage each of the three
TRICARE 1egions {(North [Falls Chw ch, Virgima], South [San Antomo, Texas),

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

19 Dejenne Health Care Implementation Lsues for Ne o FRICARE Contreds and Regronaf Sugiure €40 05 773
S 2005 B 2R See wune gan pavineir dens 405773 pdf

240 Defewse Henbih € qre Fmplementation Boues for New TRICARE T onbracts and Reguonad Struchions CAG (5 773
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Each TR has some umque [catures TRO-West has a TRICARE Regional Advisory
Commuttee with 1epresentatives lrom majo West Region direct caie components,
TRO-West and TuWest that meets 1egulatly to discuss 1egional and nauonal
challenges faced by the progr im and by customers “1o develop collecuve solutions
that best 1espond to these concetns ™ TRO-South has defined 4 total of 162 separate
operational metnics with defined standards of perfor mance Monthly, Humana
reports actial results agamst the standards Humana believes “TRO-5outh 15
clfecuvely accomplishing s nussion”# 1o hold them accountable {or operauonal
senvice delivery acioss a broad spectrum of contractual requirements Furthermore,
from Humana’s perspecne “the creaion of the TRO structui e seemss to have
achreved wmumstratne efficiencies by elimmatng thiee sepasate ‘Lead Agent’
oftices, which previoush exisied m the South Region under legacy TRICARE
contiacts " HealthNet reported m its testimony that TRO-North ‘has been proven
criticab 10 eftecine development of 1dlationslups at the local level, ensuning on-going
hnkage to field pronines ind channeling mformauon facilieating key interacnions,
and Jocusing onegional disunctions ¥

In plnnmg for the next generation of contaces (13) 1 eaily 2007, 1 MA has taken
anumber of acnons to sacamhing the proan ament process and encourage and
stimulate mndustiy nnohement 1 MA communicated carly with potenual olterois by
nsing e dBizOpps ' nouces and the 1 MA website [ MA held Request {lor Intormation
(R Iy meetings to obram mput from potential prme conuactors and subconiractons
Funther mndustiy partapation was obt imed alicr P MA ssued a b att Request for
Proposal (REFPHm earh 2007 1he comman pertod closed July 19, 2007, with 300
comments hled fronnindustaiy ¥ ITMA expedts 1o anard the 13 contracts m 2008
with the “transiion in” hase paniod (plasned tor 10 months) stariing upon award
Thaewill be six onesyvear opiion paods with the st starting Apral 1, 2006 £

Future contracts offer mote opportunities for improvement GAO wrote that FMA

should recognize the effcct thar the complexus of carher contiads with the
tesulung ngh contractar proposal costs, had on compeunon and simphity the
contiacts as much s fosihle The challonge for DOD, i othe words, 15 10 deade
whather to contmue 10 use fewar large ind complex contracts varsus managing
smaller and powennally simplar contracts cach of which has unigue manage ment
challenges ™

T 2005 the Office of Managoment and Bodger (OMB) directed federal agonces

to lovcrage spending to the masnuum oxtent possible through strategic sourang
Strategie semtaang 15 d collaborative and stauctured process of analyzing an organiza-
ton’s spend to use the informanen tomahe busingss deasions about acquimnng
commodties and services more diecuvely and dificently ™ This approach would
«nabic the MHS to capitalize on health care market rrends, for example, speaahized
vendors who offer mtegrated programs of chronic dise ase managemont
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Pharmacy-Specific Acquisition

Histonically, managed care support contiacts prosicded pharmacy services However,
i orda to1eahize the wgmhecam cost banetn available w Dob, senior leaders
deadud 1n 1996 to 1mplement a single mail order pharmacy program Much of the
cost bencht was detved by Big Fow Federal Supply Schedule (FS9) prang,™ whach
was made avarlable for phar maccuticals puichased thyough the Dol) prime vendor
program operated by Defense Supply Cenier Philadelplua (DSCPY and dispensed

at a connacted mail order pharmacy Addrmional benefis induded tull government
visthibiny to all manl ovder pharmaccuncal and admuneso auve costs and the dunina-
non ot duphated admimpstatve and custonma suppoeit costs at multiple managed
care support contracts !

As part of the implomentation of the 1996 TRIC ARF inail ender pharmacy deasion,
the Natonal Mail Order Phaimacy (NMOP) contract wds awarded by DSCP to
Morck-Modeo on August 3, 1997, with prescnpuen ddncnes beginning on Odobe
6, 1997 The contract had a onc vear base pantod with four one vear opions Dol
dedoted the mail order phavmacy yequiraments from the managed care support
contr wts, effecine at the start-up of N MOP

Foderal law requires the Scactiry of Ddense to ostablish an dflectne, ethaent,

and mecgrate el pharmacy bencfies program 2 Under this pharmacy banchits program,
the Seerctary must ensure the avatabiiity of pharmacceuticat agents for all tharapeutse
classes, €xtablish a uniform formulary based on dimical dffectivancess and cost-
cifccneness, and assure the avadahality of dimcally appropinte pharmaceuncal
agtnts to membars of the Undormed Savices The Scactary of Dedense implemented
this key component of the TRICARE program, the curtont [ RICARF Phavacs
Program, effcctive May 3 2004 %

Sersor MITS leadership conudered 1 st ategy m Octoba 2001 10 procw e pharmacy
bend it management saivices for both mail order and retal network delivery of
prescupions from o single conttactor ' The strategy alse entailed a breakout of
yetail pharmacy saviees previoushy lurmshed under the varnous managed care
support contracts wm ordes 1o fully implement a smgle urulorm and portable
pharmacy benelit [or all MHS-chigible bene ficianies envisioned by Congress i

the Navonal Delense Authonization Act (NDAA) lor Fiscal Year 2000 Because of
acquissuon oycle consider anons, Dol uliimartdly deaded i late 2001 to reprocure

a single mail order pharmacy separateh fromictal m order to minimize the length
of any sole source (xtension of NMOP and more closely ahgn the bieakout of 1etanl
pharmacy services with the start of the next generation of managed care support
contracts Thus, with the miplementauon of its next generation of TRICARFE
contracts in 2003, TMA removed pharmacy services firom these health care delivery
contracts and separately awarded these functions as national contracts TRICARE
Retail Pharmacy (TRRx) and TRICARL Mail Order Pharimacy (TMOP)

30 Hhe Veterans Health Care Act of 1992 (P 112 385 106 Stat #943) §0t amendid 38 1 5 € v adding 88126 wluch
allowed the federal ageniies amiluding DoD to aved thewseli es of TS pricmy,
3 lied p
3R 0L N C §I0T4g ()i 1) (2005)
i? ;;:fjﬁq Fed Reg 17035 (Aprad 1 2007 (woting thet the frred viule bocomes effectaze May 2 20004)
q Ihid

Ju



The TRRY\ contiact prenades comprehensive 1etail pharmacy services to all DoD
beneticiaties Ining in the United States and U S terrnories Dol> anarded the
contract to Ixpress Scupts, Ing, on September 26 2003, and it began health

care senvice delivery on June 1 2004 ¥ This contract provided mprovement over
the prior contracung arrangenment by centializing phainacy claims processing,
elimmung postabelity 1ssues, providing furure access to discounted feder al celling
prices,* implementng a undon m {ormulany, ind implementng onhine coor dination
of henelits

The | MOP contract pronides for the operanion of a tull-ser vice mail order pharmacy
avalfable te TRICARE elyible benelivarnies worldwide Dol awarded this contract
to Lapress Saapts, Inc, on September 10, 2002, and 1t began health care service
delners on Maich 1, 2003 Txpiess Sapts Inc, operates a dedicated distribution
center in Tempe, Arizona hrom which i has hlled more than 26 million prescriptions
In calendar vear 2000, Lxpiess Scupts Ine, shipped 670,041 mresciiptions and
handled 117,540 benehaay telephone mguiies on average each month ¥ Given
these changes i contract struciure sonic managed care support contiaco ofthaals
have told GAO that asmgning responsbility for 1etal plraimacy services to a separate
comttacion impeded then alnbhiy 10 adequately monnor bencheranies drug use
becansce they no longer have accoss 10 this mionmanon * One managed care support
conndctor teld GAO that updar the previous he ilth care delivery contracts, it muned
pharnacy data m orda 1o direct mdividualized maihngs 1o provders and benehaa-
1tes to ensine that they followed medical best practices1elated to pharmaceuticals *
Howevar, managed at ¢ sapport con actors ¢ obiaim benehaary pharmaey data
cse-br-case from I MAs contn shized pharnacy database Anotha managed care
stupport contyactor told GAQ that the pharmacy carve-out contract elinimates any
hl] nc 1] meentines f()l lht‘ madtl (3444 d Cdie \ll]}!)()ll contraclors Lo malldge benehcia-
1es’ drug use @

I the acquisiion cvde TMA plans 1o combine the operattens of both 1MOP
and [ RR» under a simgle contract known as the 1RICARL Pharmacy (f Pharm)
comtract with the cxpectation thar one contrace will save costs by dimmating
duphcate contractor and gover o adimumsty ative scrvices, 1esult 1n a mote
corsistent application of the bencht and athance coordinanon between the
managed care support contractons and the single pharmacy contractor

Recenth, TMA modifcd s convent pharmaay contract, and this lod to the August
29, 2007 opanmg ol the Momber Choice Center (MO C) wlincdh incorpordtes streams-
hned telephone and website processes to enable beneficarics to swatch hrom the maosy
costh retarl pomt of service o the less costly muasl ordar point of service

3% Jewi Stoeck Baief to the lask Farce Felnatary 6 2007 Shide 0
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Interim Report

Lhe lask loice, m nis 1evien of the Dol pharmacy contiadt process in its intersm
1eport (which recommended that parucular attennon be given 1o the pharmacy
henefn), offered the tollowing

Current pracuces m the Dol phar macy procuremont pocess appear 10 pose
ubstades to negoniatg both best price and hest use Adchnionally, some have
miterpreted legal provisions governing benehaary contact as prolbiing muluple
targeted programs (o mcrease home delnery that have been used successtully i
the pinate sector The last seeration of 1 RICARE conn acts proimoted a contract
environment that tocused on outcomes and best business practices Phe lask
Force heardd trom several conrent [ RICARE contraciors who spoke of ther
mabiliy to implement their be st husiness practices because of government
regulations and/or strict interpetation of 1equirements

Dol should review ity pharmacy acquisition stz ategics to detanimne o changes can
be made 1o effoct grcater reduciions mothe cost of drugs and 1o loster 1improve-
ments in dHecand unlization Indomg so, Dol) should consida pursumg polies,
1egulatory, and/or staiutory canges that would aliow for alternative comm raal
best practices to be naplemented when o the bost mterests of the govammnent ¥

The Task Forao Iwmthar pledged to osamime best practices that poduce dificenccs
m the public and private heaith care sccrors mcduding those for procurcment
practices, and ofter strategics for modilying the pharmagy acquisition process im
oredes to adhiove greawer savings and improve d utthzatuon

Since the publication of the mtcrmyepent, the Task Foree has continucd 10 assess
MHS acguimton and procuronent i nics and proceses though che followmg
mechamsms

* over the summer, a member of the Task Torce with expuitse 1 acquisinon mey
with the Cluck, ITealth Plan Operations Cluef, Pharmaccuncal Operatnions
Dnrecton, Acgquisition M anagement and Support (AMAS), and Dnecor, TMA
Otfice of General ( ounsel,

* held heanngs on July 25, 2007, dedicated to the topic of acquisiion and
procwmement

* analyzed TMA and scivice responses to various RF1s, and

= held meeungs and a tdeconfuence m Ouober 2007 1o review the Perlormance
Assessment Tool and the Perfor mance Assessment Plan for managed care
SUppOr t contractons

As aresult of this veview and analyss the Task Force offers indings and recommen-
dations in the following areas 1eorganize TMA to place a grcater emphasis on the
acquisition 1ole, aggressively look for and incorpor ate best pracuices m the public and
private sectors with 1espect ta health care purchasing, and reassess requirements for
purchased cate contracts to detarmune o moic effectne strategres can be implemented
1oy obtain those services and capabilines

H 30D Task Forie oo the Future of Milttars Health Conr Tilerim Report ar iu o dodfuiureheatiheare nel images
1693 up } Home Tusk_Forer_Fileron_Report 053107 pdf p 21 32




Final Findings and Recommendations

In September 2006, the Defenise Business Board1recommended the following

Re-align the current actnaties of the 1 RICART Management Activity 10 tuncion
alongude the umbed comniand and streamlime 11s management tunctions to
concentate on pohicy and oversight of health plan management '+

The 1ask Force agrees that 1MA should be realigned 1o place greater emphasis

on the acquismion 10le, as the ongimal dhartar of the organization intended DoD
Duccuve 5105 46, dated Juh 31, 1997, established the mission, orgamzation, respon-
sbihties, funcuons, 1danionships and authonities of the I RICARE Suppori Otfice
{150)" wluch replaced the Othee of the C nihan Health and Medtcal Program ot
the Uniformed Services 1he duecine stated the mssion of the 150 15 to provide
aperinenal supportion the Unidormed Soraces im the management and admimstia-
ton of the TRICARF program adnumster the € nthan Health and Medical Program
of the Uiniformed Savices (CHAMPLS), and scrve as the pr DAY COnttdetng
actnaty for TRIC ARE managed care suppont comn acts and other rdlaged healeh

CATC SETvIces conb iots

Recommendation b
DuD shonld restiucture TMA to place gicater cmphasis on its acquisition role

Arbon lems
* Dol should

—chevate the leved of the Head of Contractmg Aconay (e g, to the lovdl of the
Military Deputy Dnecton of TMA),

—¢nsme acgmsinen personnd are conficd accen ding to the Detanse Acquise-
ton Workforce Diproromoent Act't and have stiong competencies in health
¢a1¢ proculement

~ ensun e that the managament of acquisition prograims is consistent with the
Defense Acquisiion Systeny process

= clearly dddmeate program managers and program executive offices

— cnsure comphance with Dol Duecuve 5000 1, The Defense Acquistion
Svsten,* and Dol Insu uction 3000 2, Operauen of the Defense Acqusition
System 0

— c1cate a svsteanr of checks and balances by separatmg the acquisinon functions
from the 1cqunemonisioperations and the budget/finance fundctions and
plaang them under o Chiell Aeqgumsiion Officer-equivalent who operates
mdependenthy and 1s on the sanie level in the o1ganization as the Chaef of
Health Plan Operatons and Chiel Tiancial Officer and

~ maplement a study to detesmme 11 1t 15 1 the best mtes ests of the government
to colocate the TRIC ARE Deputy Chiet TRICARL Acquisitions organization
{located in Amota, Colorado) and 1ts acguisioon counter parts (located 1n the
Nauenal C apital Region)

12 Defervve Huspness Boord Repart io the Secvetary of Defewse Midtlary Health Svdeni—C pvernanee Alignment gund
Conpigurafion of Bustmess Ao nlres Tavk Granp Repoii Repart FYOAR S gl wen defenselink melidbbipdfiMH % 20 mat®; 20
Repuort pdf

3 The Difernve Acquiseizon Worlforce Fmpre wement det oy spaed mio lew m Navember 1990 and seguares the Secrelary of
Difense to estaddish educateon and irarnemg stundwrds aequirements and conrses for the cootbron and meltary woquisition
warkforce Fhe veguiroments woe bused v the complecitres of the b avnd wre fided o Doy 5000 52 M Carerr Development
Progaon for Avquasiian Personnel €7 tran poster ws and minlitass halfets op the acguasation system ha e qegrianon duties that
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Recommandation &

DoD should aggressively look for and sncorpoi ate best practices fiom the public
and pinate sectors wath respect to health care puichasing

Action items
* oD should

— examine and imploment strate gies to ensure compliance with the primeiples of
valug-dinen health care consistent with Cxccutive Orcler 13410, “Promoung
Qualhity and Cfficient Tealth Ca1e m Fedoral Government Admimistered o
Sponsored Ilealth Care Programs’

> Health Information Technology Require m contracts or agreements with
heaith care providess, health plans, o health insurance gssuers that as each
provider, plan or 1ssuer implements acquues, o upgrades health imforma-
uon technology svstems 1t should use where available health informaton
technology syvstems and products that meet 1ecognized mteroperabilits
standards

> Transparency of Qualin Measurements lmpiement programs measurimg
the gquahity of sexvices supphed b health care providers wo the beneficiaries
o1 enrollees of the TRICARE health c ne progiams

> lranspatrency of Pricing Information Make avadlable 1o the beneficiar tes
the piices that TMA pavs for proceduies 1o providers in the health care
progiam with which the agency 1ssuer o1 plan contiacts

Recommendation 7

DoD should reassess requirernents for purchased care conn acts to determine
whether more eHective strategies can be implemented 10 obtamn those services
and capabilities

lo enhance compatmon ethaenty cost-eflectiveness, and innovaton, 1 MA should
R aTIL TEqUITEMENt s N ex15HNg contracts o determune il they are nocessary, thus
reducing the differences between govanment contiads and commiercial contt acts as
much as reasonably possible

Action ltems
* DoD should

—exanne whether the benefits hom waning cost accounting standards
owwergh the risks assouated with the warver,

- exanune the cirrent 1equuements for the delivery of health care senvices,
mcluding the connactor’s role in accomphshing rdferrals, the need for
authonizauons, and whether ernollment could be accomplished by Dol with
yegistration performed by managed care suppott contractors,

= test and evaluate through milot m demonseratnon projects the effcctnencss of
carved out chromic discase management prograims, and

—exanmine the overarching contradmg sinategs for puichased care to considen
whether certaim functrons should be

> addcd to managed care support contracts (¢ g, marketing/e ducation and
TRICARY tor I 1fe clamm proccssing), and/o

> carved out from managed care support contracts {e g, speaalized conracts
10 enhanc discase managemaut o other muovatine pilot proga ams)




Etficient and Cost-Effective Contracts for Health Care Support and
Staffing Services

Yo help fill needs that cannot be satshied through Dol M1F personnel or through
puichased carc contracts under | RICARE the serices issue divect care medical
services contnacts Fach service has 1t own ongamzanonal stiucture tor acquiring
non-1 R1CARE modical services The senvice Surgeons General have delegated
responsibility for health carc services acquisitions [ he Avmy uses the Army Health
Carc Acguusinon Acindy, and the Navy uses the Naval Medical Logrstics Command
1 he Anr Force uses the Commodity Counail as 1ts new pretenied source for contract-
ing however, M TEs and Maor Comnands also use the hne of the Awr Foice and
other contracimg activimies  The orgamezanional siudure and operation of those
offices vary as do the number and s1ze of the contracting othees reporting to them
Table ¥ dasplass the medical serviees contacting workload of these o1ganizauions

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

GAO has studied how leading compaines have changed then approach to smpove
the managament of sarvices acquisiions It found thai these companies adopted *a
mote strategic perspective to service spending, that is, eacl company focused more
on what was gond [ the company as a whole 1ather than just ndividual business
units and each began making deasions based on enhanced knowledge about service
spending " To emplov a strategic approach, GAGQ found that these companies
‘elevated o1 eapanded the 10le of the compamy’s procutement cerganization, desig-
nated ‘commaodity’ managers to oversee hey services, and/or made extensive use of
cross functional teams o hdprdannty thewr samaces needs, conduct market 1¢search,
evaluate and select providers, ind manage pertor mance ™ Fuithermore they took
measuies Lo achieve betrer services acquusition outcomes, such as “developing a
1eliable and accnate picture of services spendmg developing new stiuctmes,
mechamsms, and meti1cs te tostel a strategic appioach, and providing stiong
leadershup to carry out these changes ™

f6 Contract Management  lukimg, @ Shategrc Approac tn mprs o, Serviee dcquisilons. GAQ 02 4991 Mach 7 2002
h 2
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The M ational Defense Authorization Ace ler Tiscal Year 2007 sopulates that ‘the
Regional Dunector of each region under the TRICARE program shall develop each
year itegratee, compiehensne 1equnements for the support of military treatment
facihties in such region that 1s provided by conuact avilian health care and admins
tratne personnel under the TRIC ARE progiam”™ with the following purpose

(1) To ensure wonsistent standards of quality in the support of mulitary teatment
faciliies by contract civilian heilth care personnel under the TRICARE
program

(2) To wdentity targeted, acuonable eppoiumues throughout each region of the
TRICARE program fon the most efficient and cost-ellective delivery of health
care and support of nulitarv treatment taalities

(3) To ensure the most effectne use of v 11ous avatlable contacting methods in
securng suppolt of milnany treatment tialines by enahian health care person
ned under the TRICARE program including resource-sharing and clenical
support agieements, diuect contiaciing, and venture capial ivesiments

DoD and Performance-Based Requirements for Health Care Provider
Reimbursement

More than hilf of Amenican heahlh mamienance organizations (HMOs) ysed
pay-ton-pertormance programs m then contracts with doctors and hospiials in

2005 " It wldition, 90 purcent of those organizations incuded pay-for-performance
provisions lor physiclan compensation and 38 pocan of HMOs with these pograms
micluded pav-tor performance poliaes in thean connacts with hosprials * Medicare
also has mplomented vanons initiatives 10 encousage improsed quality of care m all
health carc setings wheie Medicare banehaaries recene services, incduding phyvar-
t1ans offices, ambulatory care faclities, hospicals, nurang homes, home health care
agencies, and dialyses faalies

By shnfting the focus lrom process to results, performance-based services acgusitions
hold the promsc of better ontcomes and 1educed costs I view of the potema il
henehits, Congress has boen ancowagmg greater use of patormanc-based contract-
mg and e adnumstration has scta gencral goal that 20 pocent of dhgible stvices
conetracts should bo performance based Dol had a goal that 36 porcent of e
services confracts would be perlormiance bascd by 2005

Doly anel ity cnoiies have used performandce-based rogquinements o savng degres,
bt have used fow ot amy, poriormance-hased tequirements that addiess health caie
provida rambursement TMA empioys assorted poformance-based 1equiraments
m s managed care conuracts i the fornms of performance guarantces for ddams
processing, undcrwriting imncentives m network usage, performuance sncenines based
on imeal quality measines, and an award fee based on itoms ol mierest 1o meuce
optimum conti actor porformance

19 Nabival D fevive Autharezalton Art fay Fragd Yoo 2007 (P11 109 364 120 Sat 2083 2296 §73210)
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TMA alsos uses pas-for-per ton mance measto es in ats nonpurchased care contiacts In
fact, 45 percent ot TMAS information management/mntormation technology contracts
are periormance hased, and 37 percent of ws oper ational support services are
performance based © TMA has found that us lugh customer service ratings are based
on pay fo1 performance measwes ™ TMA j eviewed inputs from its regronal offices
1cguding current pay for-petlonniance measurements to derermme what has worked
well and what can be mproved and has incor por ated that analysis tnto the RFP

Contracting for Additional Staff

Despite the presence of large puichised care networks, purchased care budget
constraunts and increased oper iwonal 1equi ements are diving the sesvices to obtain
addational clinscal staff 1o mees patent demand fm health care at MTFs Additional
stafl are acquired by 1ssumg diect medical care services contracts through service-
unigue processes * Funds expended are wgnificant, the services spent more than

$1 bdlion 1n acepuning addinonal drect ¢ nc madwal services in Fiscal Year 2006 9 02 0

When acquining addiwonal dued medical care stalt the services by and large do not
use pertor mandce-based requnements m thar contracts as a basis 1o 1eimburse health
care providers The setvices aepure bealth care servces tlnough personal*® v
nonpersondl services contiacts ™ Thoe are mayo ditlerences between these two
hinds of contracts with respect to salaiy, the hability of contract workers, and the
gova nment s ability to control the pliysical details of the conaact employee’s work
Unbhe the airangement for personal services, compensation limats do not exast for
nenpasondl services contracts md the govanmeant cannot control the details
through which those who are emplined under a nonpersonal seraces contrau
rendar servicest

Congress granted the saavices the author iy (o onter into prasonal services comracts
o carty ot heatth carc responsibilitzes ' But by using personal services contracts,
compensation Inmts Junder the alulity of the services 10 hire personnel and 10
comstruct paformance-hased requinements for raambursement n cases nwhich a
mechic  speaialty prosider s padonmance based competsanion could excecd the
statutory bt Compensation himaes do not gust affect the scrvices” abality 10 hne
and pay Ingh carners in the medica] profession, they also affece the services” abihty
to hnc and pay those i lower-carming medical speaaities
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Nonpersonal seruces contracts could be used to orcumvent personal services
contract compensation hmits However, this appioach 1s problemauc tor a number
of 1easons Fust nonpersonal services conti acts limit medical providess 1o provide
services only 1n the state i which they are liensed Second, nonpersonal seivices
contracts hmits the government s ability to control how the contractor provides the
seriice, because under nonpersonal services contiactung, the gover nment 1s not
illowed to exert duect supervision of the health care provider Thard, nonpeisonal
€1 VIS CoNttacts €1 eate some uncertanty 1¢garding hew the private provider’s
msuance company will tespond when a medical malpractice claim 1s asser ted based
on the adequacy of the government’s protocol ' Finally, the government may be
tempted (o teat nonpersonal setvices providers as though they are personal services
providers, in violanon of lederal law ™

DolYs ongomg goal of having 50 pacent of contract dollars awarded be performance
based™ creates another impediment w fashemng dihaent and cost-effecuve contracts
tor health care services ™ A parual exemption exssts for services with low opportum-
t1ies for nnihizang pertormance-based contiacung, such as medical research and
davelopment and nonfaclty related medical savices ™ This paital esxemption
forces the services 1o use Mmore nonpersonal services contricts to meet Dold s overall
petformance-based goals ™

Sull another obstacle the sarvices face 15 1l they cannot aval themselves of Depart-
ment of Veterans Atfarrs FSS contiacts for personal services, because the medical
lability covarage of Title 10 s himnted 10 Dol contracts © [ hese schedules povide
tederal agenaes with a simplhified process for obtaming commen cial supphes and
services at prices assoctated with volunie buving * and this obstacle Iimus the setvices
sutge Capabihty 1o care tor wounded service parsonnel Also it maeases the ume
1equned to proane medical services i the tace of personnel deployments and
reduces the potenual supply of medical professionals that the semvaces can ap 1o
mect mareased demand tor health care sexvices”

Conclusions Regarding Health Care Support and Staffing

The Task Toree found several svstemic obstacles 1o the use of imore efficent and
cesl-cffecnc contractimg stiategies fo health care support and staffing services,
many of which are bang addicssed thieugh cunrent imitiatives, such as using

stidte g1 sourcmng, ¢stabhshing nltiple aw id task ovdars and implementing other
strateges for seamlunng the process Appendis G contamns more detard Inos
1aview of the doguacy of the mahitiry health proanament svstan, incduding methods
to strcamline ¢xsung procuroment activities (sco above), the Fask Foree offers a
nmumba of genaalrecomnmiencdations all of which are apphicable to contracung for
health care support and statfing scivices

69 Al nempersanal sor wes contvacts [equire thal the contruing mdewnfs the Covernaient jor gny nbafrin producing act m
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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 Ii 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 mobiiized by the
federal government six times, an avera§e of nearly once every three years ¢ Since
2002, approximately 500,000 reservisis have been mobilized, primanly for contin-
gency operations in Afghanistan and {rag Reserve mobiizations have increased the
demands on the Military Health System (MHS), with subsequent increases In health
care expenditures (see Table 1) °

Table 1 Reserve Component Detense Health Care Costs
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At the end of T1scal Year 2006, there were approsimately 11 milhon Guard and
Rescrve members in the DoD) Ready Reserve ' As of Fiscal Year 2006, the Selecied
Reserve® had a total of about 826,000 members ™ Part-ume reservists are entitled to a
premium-based health care benehit fon themselves and their dependents Momhzed
reservists are chigible tor full TRIC ARE health care benefits for themselves and then
famihes

1640 Muddtary Puesanel Dofd Needs {o Funblrdt o Strategy and Tmprro ¢ Franspmrency 0oy heserve and Mational ( ward
Comperiseiran o Manage Sygnifuant Crouth m Cosd CAQ 07 328 2007 11

2 lind

3 Wablenm Cinrfen Operadeans Cffice VA Office of Clin{ Proomeant Ofirer. Responce do Jush Toroe RTT Awg et 17 2007
4040 Midviary Persenuel Dol Needs o Titedls ha Stiutegy amd Innove Tran spenreney aver Reserie and Natrial { yard
Comprisafion e Maw e Signifecant Crouthan Cost GACG U7 8285 p 9

3 ke Reudy Reer ¢ ticludes the Sefedied Reserve the Indindunt Rendy Reserve and the Innclive Navanal € vard

G Lhe Sefected Reserve fargely comsst of wads and mdunduals desgnated 3y then aevpectine servyces that seite m an ieir «
drlling atus

7GA0 Milttany Posenmel DoD Needs o Futablesh @ St ey aud Dapra ¢ Transoencs soey Resevoe and Nunonal € ward
Compensatron to Murage Signifeant Crowth in Lot CAQ (07 825 2007 p 10




[

From Freal Year 2000 to Tiscal Year 2006 delered compensation costs {on part-time
and full-ime reseivists more than tripled, increasing from $1 7 bilhon to §5 8

bithion * This 1epresents aninciease from 12 percent of Rese1ve compensation costs
m Fiscal Year 2000 to 28 percent in Fiscal Year 2006 ° Ihis growth 1s largely attrib-
uted to addiuonal health care benefits that have been set aside tor future Reserve
refnees and their Finulies, known as TRICARE for Life These incieases 1in cost
mamnly are dinen by entilements that are unltkely 1o subside at the end of the
ongomg mihitary operanons m lraq and Afghamstan

Noncash benefns also ma eased—1o about 29 peicent of Reserve compensation costs
m Frscal Year 2006-—printanly as a 1esult of inaeased costs for full-tnime 1eservists
health care benefits and expanded health care benefits for part-tune 1eservists and
theun familes !

Establishing Readiness

Dol} Dncciine 6200 04 states, Commandars, supervisers indradual Service
members and the MHS shall promote mimprove, consave, and rest e the physical
and mental well being of members of the Armed Fences acioss the tull 1ange of
nuhtary aciviies and operatnons” Y foday's opaatonal tempo 1atses the importance
of all responsble parues doing then part 1o ensine that Indnidual Medical Readiness
(JMR) 1equiements are satished 1o facilinate maxmum deployabiluy of our forces

Eighty percent of teservasts hane enthian health msurance, which greathy enhances
reatliness ' Members of the Selected Reseive exeept for those eligible tor Federal
Employee Healrh Benehts Pragn an (FEHBP) coserage, are now atforded the
opporiwinty to putchase TRICARE Rescrve Sddeat { TRS) coverage

Congress has recognized the impact dental reaciness has on deplovment capabilicy
and clanhed e the Tiscal Year 2006 Nanonal Ddense Authorization Act (NDAA)
that dental care s mcduded in the medical veadimess adking and health suiveal
lance program” " Dantal readiness contimugs 10 be the greatest obstacle to meduw at
1eadine ss ton most of the Reserve Component {sec Table 2)
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Table 2 tndividuat Medica) Readiness, Reserve Component,
Q4 Fiscal Year 2007
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Tor dental reacdimess, 1eservists can partiapate nthe TRICARF Dontal Program
which s a voluntary premmum-base d dental msurancd plan adnwnistered by United
Concordia Companics, Ine {Umitced Concorcha) ™ This program replaced the
TRICARF Sddenind Roserve Dental Progrant on Tebruany 1, 20017 and provides o
way for scsarvists o mect and mamtain thar dantal1cquoements prion to bang
called to actne dany ™ Homever, the take rate 1ovnencd monthdy by TRICARF
Management Acomity (TMA), s approxamateh Yo 11 porcent, varvimg by servic
and pay grade

Turrher supplanenting their avatlable vesowrces to ineet IMR 1equurements fon
deploviment, 1eservists can levarage the * just-m tone ” health services provided
thiough the Toder al St ategic Health Alhance (TEDS_TITAL) Progiam

The Federal Strategic Health Ailiance

IMR requinements necessay to ensuie the deplovabihity of an Active C omponent
senvitt mernber are saushed through Military Ticatment Facility (MTF) health caic
and are funded through the Detense Tealth Program However, this 1s not the case
fin Reserve Component scivice membets By policy, IMR services are planned and
allocated from scrvice ine budgets to ensure Reserve Component se1vice members
are deploy able

FIDS_HEALY 15 a jount program designed to enhance 1apid deplovability of Reserve
service members by ensuting medical finess 10 deploy 1t provides medical support
services to Reserve unns 1o help them meet the medical standards for readiness It
deinves l1om a jomnt agreement of interagency support among Dol), the Veter ans
Health Adminisu ation, Federal Geeupational Health, and the Reserve € amponent
1o provide access 1o nearly 10,000 points of se1vice natuonally {or requu ed medical
and dental exams lumited dental tearment and immumzations All medical service
tequests are coordinated through the FrYS_HEAL Progiam Otfice, which s
1esponsible for scheduling medical services and generatng management 1epot ts

for speafied miltay oversight agents

16 See waew ticave mil‘mylnnefd homerDendal/Dentnl Progrom
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Servicemembers Civil Rehef Act of 2003 and the Uniformed Services
Employment and Reemployment Rights Act

Reservists proivaie health insin ance coverage 1s protected by the Servicemembers
Cnal Rehet Act (SCRA) of 2003 and the Untormed Sexvices Employment and
Reomployment Rights A of 1994 (USFRR A} Tf a 1eservist s individual coverage

15 termindated while on active duty, when the 1eservist 1etuins trom active duy,

SCRA 16 quiies privale syt ance compdites o remnstdle coverage at the premmum
1ate the resenvist would have heen paying had ecovarage not been termunated # It also
1 ﬁ(!l”l("ﬁ s AN C()lnptll]]ﬁ‘s LO Cornel most l)]t‘ t’xnl]llg C()ll(i]l 1015 dtter areservist s
ms ance 15 1emstated

LSFRRA allowsseservists to elect 1o keep cmployer-provided health benefits
while abssene from ¢ mploy kit on dactive duty, up to g maxunmm peniod of 24
monthe Tor absences of 40 dave o Toss, the amplover must conumue 1o pay 1ts share
of the prommm For absenaes of 31 davs or more the 1eservist mav dect to cotitimuc
the enahan cover ag, bur the anplovey may charge the veservist up to 102 percant
of the {ull prommm undo the plan, whudh 1epresents the emplova’s share plus

the emplove Cs share plus 2 pacent for admmstrative costs 22 In addinon, unda
USFRRA coployers gener iy nust ramstate 1o servasts’ lcalth concrage upon then
re anploymont, and nowatimg perod or oseusions may be imposed m connccuon
with thit rainstatoment

H vresersast’s de pendants nae eosared undey the sesaivist™s pohoy prior to has or her
actne duty service, the proteciions lound m SCRA and USEHRRA also apphy to then
health benchis

TRICARE Reserve Seiect

TRS5 15 a comgressionalh authonized, promuni-based health care coverage plan for
Guard membars tescrvists, and then [unihies TRS allows members of the Selected
Reserve to purchase compiehensine TRICARE haalth care coverage {or themselves
and their tanmlics (see Appendin o further dhiscussion) Fifective October 1 2007,
elignbity Tor TRS ceased to be depondent on a se1vice mamber’s mobilization status
oF access W an emplova-sponsoed health msurance plan, and the current, neied
clrgbahy strvcture was chinnated TRS access 18 asvatlable to all active diafling
reseriists, except those who uc ehgible for FTTIRP TRS members and then covered
famih membcrs may access ene from any TRIC ARL-authonized provider, hospital
of pharnlacy aswell as from a nulitary domc o hospital on a space-avatlable basis

There ts no rcquuenient for TRICARE to desclop a network of providers for benefi-
cianes hoosing to utthze TRS " Nowever, TMA acuvely monttors access to care angd
lake sleps m accordance with 1ts staitutery authority to increase payment rates if
access is impatied in 1 locition For the last three vears, TMA has been conducting
surievs of physictans all over the counuy to determime therr knowledge of and
acceptance of TRICARE In addition, 1 MA has made special ettor ts, in cooperauon
with State Adjutants General 1o enhist the suppoit of State Medical Societies to ui ge
therr members to neat TRIC ARE patents paiticulaily 1eservists and Guaid
members and then fanules

21 See wat v welitany comidene ftselegal matter # 0w ot eroren
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Service members pay a monthly premwum 1 ate based on the type of coverage
pichased TRS Member-Only o1 1RS Membet-and-Fanuly TRS piemiums are
adjusted annually ettective January 1 The regulations governing TRS call for the
premiums to be mdexed according to incieases m costs of FEHBP Blue C1oss and
Blue Shield premiims and to be rebased as appropiiate (1ates are to be determined
on an “appropiiate actuirial basis” according to statue) However the NDAA has
hrozen the rates for 2007 1nd 2008 * ™ (See Appendix H for more detail )

DoD pirojects TRS costs 1o 11se from $7 mllion i Fiscal Year 2003 to $874 million by
Fiscal Yeair 2013 (see Figure |}

DoD’s ESTIMATED COST TO THE GOVERNMENT FOR
TRICARE RESERVE SELECTY, FY05-13
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Sanee the publication of the Task Torce s intcrim teport, TMA has implemented its
1structured TRS benehit plan  As of October 1, 2007, TRS hay

» axpanded chigibiling the benefit s now avaslable (o all members of the Seleded
Reserve, regardless of any active duty served, with the excepnion of those who
arc mchigible fort o1 who are currently covered under TEHBP,

provided only one promuwmn amount for each type of conerage
— Mumber-Only, §81/month,
- Member-and-Fammly, $25%/monh, and

ensuicel that chgible marmbers ate no longer lmited to purchasing the insum -
ance immedhately follow g activation o1 dining the innudl open season, the
new TRS plan allows elygible members to purchase the mswance at any nme
throughout the vear
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As of November 3, 2007, emoliment was as [ollows
* 5,493 TRS Member Only plans,
* 10,922 TRS Member and Family plans, and
* 16,415 toral TRS plans ™

With the October 1, 2007 changes to the TRS benefit comes the increased need (o
education to miorm the chgible population about TRS and TRICARE Primary
educauonal tools are TRICARE biehings provuded at mobithzanon and demobiliza-
tion sies however, the consensus among personnel with whom the Task Force spoke
15 thac this sirategy 15 not adequare Even though TMA supplements these hriehngs
thhough famidy support groups, websites  1-800 customer assistance numbers, and
prmt maternls, feedback from 1eservists suggests that more needs 1o be done

Task Force Approach

Innsanternm report, the Task Torce noted that the nansinon of the Guard and the
Reserve from g stratcgic tesese to an opetational torce has placed addhtonal
demnands on the MHS hiom the 1cadingss and health benehit petspectives Iris
mmpottant to unelerstand the buances of Guard and Reseive regulanons, pohcies,
actnates, and cultne and how thesy affect the nulitary healdh care system It also s
mmportant to coisider these nuances m1elationship o the goal of achieving a Jotal
Foree muliary capatnlity

I'he lask Force plodged to explote the etfects of the tansinon of the Guard and
Reserve from a statedic foec 10 an operational force—speaifically the ettects of
mobihizations and demrolnlizanons on benehicanies as they access the healih care
system and on Do) health care costs " I recerve d and anah zed mformatson trom
pancds in San Antomo, Tovas, and Virginia Beach, Vingima  (See Appendix I1)
Addimonally several members met with the Reserve  hrefs and the Reserve Enlisted
Acvisors The following concerns were noted

* the need 101 4 1otal Force solunon set that addicsses barh readiness and health
Cd1€ ds a benddat,

* the necd fon a seamlboss holil bunchiw ponomote medical readiness and famih
stabilty, which enbances deplovabihin

* the nocd fon mprovad ceducatron and mfor maton disscmnaton 10 1es roists
ahout than health care banei options and how to use the military health carc
Syslean

* the noed for sticamlinmg the Modical Fvaluation Board/Physical Fyaluation
Board (MTB/PFB) procosses used for detammung finess for duty and
purccnitage of physical disability,

* the need for an cxpansion of the TRICARF provider nctwotk, and

* the nocd for mamtanung o mcdical bondhit for the Reserve Component to
Lneoun 480 retention

29 TRICART Health Core Transparency biatatrve 1RICARF Reserve Select Program af wiene bcare walirassparency,
mdex ¢fmPrel=1
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The Task Torce took note of a 2007 GAO sunvey that assessed mereased TRIC ARE
eligihility for reservists and 1cvealed difficulues 1n many of the same areas

* lack of understanding of the TRICARE progtam (5 percent of sui vey
1espondents)

» ciificulty establishing TRICARE eligibiluy (neasly hall of suivey respondents),

» ditficulty obtarmng TRICARE assistance (almost one-thurd of survey 1espon-
dents), and

* finding 1 paroapaing health care provider (mare than one-fourth of survey
respondents) ¥

Officers and enhsted leaders of the Guard/Reserves view the MIS hrom two hev
perspectives readiness and value Fust ind foremost 1s reachiness ‘They said that the
typrcal 1eservist/guardsiman faces a changing emvnonment with mamy tends that
nfluence readiness and 1eachness detcrminations, including

* recmnng mobihizations—not just lor deployments aboad o support of GWOT,
bud also to provide secunty at hame and to respond 1o domestic disaster s—
and transiton to an operational force,

* thiree to four deployments i a career, and

* arcquuement for 100 parcent e wdimess—including mechcal readimess—
versus the more 1 dhinonal goal of 70 percent readimess

The sccond perspeuine tocuses on the value of the health care bene it 1ask kForce
chiscussions with Reserve Senior Enhsted Advsors 1evealed that, in general, they see
IRIC ARE and [RS as a “prewns good benefrt not just tor tham but also for therr
tamuhics 7 GAO Cpots thay 70 pacant ob reserasts thunk that TRICARE 15 equal 1o
or better than then anvilian health msurance plan *

Finally, 1t s important 1o note that sever il other comnnssions, task forces, and reviewn
groups have exannned or a1c ¢ samming 1ssues suntowndig mluar v health care,
ncluding care for the Mounded Warnion (hoth i the Acine Dury Component and
the Reseave Componong), the nransition bonween the Do) and Depariment of
Vererans Affans (VA) sostams and the daammanion of Jigibality and bonefits

The rccommaendauons of thoese gaoups wore constdered by the Task Torec mots
deliborations (sec Appendix F)

Recommendation 8

DoD should nnprove medical readiness for the Reserve Component, 1ecognizing
that 1ts readiness 15 a criical aspect ot overall lotal Force readiness

As the Task Torce conudared the isucs speafically raised by manbers of the Resorve
Component, it realized that many of these 1ssues also apply to subsets of the Acuve
Component, although they are magmificd for the Reserves Strateges that are
unplemented to enhance teadimess and improve the bene it for the Resave Compo-
nent wilhimpove conchizons for otha subscts of the Total Foree and will thereby
enhance overall Total Torce 1eadimess

31 AG Mduary Health Increared 1RICARF Fligabilety for Reseri nts Preseniy Fduenniomat Challenges € 40 07 195 2007
p 2225

32 Meeting with Reserve Semvor Pndisted Ad pars other pey anel commumiation October 2 2007
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Action tems
* DoD should

— after three 1o bve vears, assess the unpact of 1ecent changes m TRICARE
Reserve Select chigibiliry ey cadimess issues This assessinent should include
examnnng the adoguacy of the provider network to absorb the addinonal
woikload and to provde suffiaent geogr aphic covarage for the dispersed
benehiciary population

—unprove mlormation dissemunanion about the health benefit progiam to both
the sarvice membar and his/ha lanuh members, partcularh at times not
assocated with mobihization/demobilization,

= harmomize md lovcrage the work of other 1¢uew groups to steamline
processes o promote better hand otls from the DoD) to the veterans Affairs
health systom, and seduce admimsitaine ‘seams’ 11 the Miliary Health
Svstem to ensuie bene fictanies 1eceve wdequate service, and

- expand etforts to promote provider pirtiapaton m e networh in nonprime
Service areas o Il]lpl OVE ALCOHS




Managing the Health Care
Needs of Medicare-Eligible
Military Beneficiaries

The Task Force was charged to address

“Programs focused on
milfary beneficianes

managing the health care needs of Medicare-eligible

istovscalls the prmiary wssion of the medical departments of the Army and Navy
was to provide medical care 1o Actne Durv personnel, and as more of those person
nel came to hwe dependents, space-avatlable’ medical care was extended to then
depentlents When nulitary personnel retued from actne setvice, it was understood
that they were subect to recall i tume of ntonal need, therelore, medical care was
made @ atlable to them as well Fannly members of Active Duty personnel and
retnees and then dependonts recencd medical care from military medical {aciliues
on a space-avarlable basis

Adter World Wai 11 and espeaally atter the Korean War, o larger standing aymed
lence for the Cold War 1esulted mn larger dependent and retiree communities Then
medical careom mulitary medical facalities was hnuted and space available care
became imncre simgh anavailable Many retirces had 1o seek medical care in the
«nvthan ccononny and, ar least unul they became ehgible tor Mcdicaie after 1960,
retirees had o p o foy health care on then own Depondents of Active Duty person-
nel wele grnen a higher poone for tecenmg health care services than some retrees,
because capaany was hmte

lo address the adverse eHects on moralc of the yanomng of mechcal care in nulnary
medical facilines for Acne Duty dependents and 1etinees (and therr de pendents),
Congiess acted 1o provide alternative sources of medical care Lo those communities,
il then needs could not be met 10 the space-available nuhtary medicat faclizes The
C niliin Health and Medical Pa ogram of the UndHormed Savices, o1 C HAMPUS,
was developed 1o provide this cnihan care Tt became one of the fastest growing
patts of the miliary manpower budget, as has 11s successor program, TRIC ARF °

The Dependonts Modieal Care Acth s the viatutory basis for military 1eurees and
then dependonts o recene care i mshitary medical faaliies based on the “ availabil-
1ty of space and facilitics and the capatnlines of the medical and dental statf,” and

1 gave the Searctary of Dedense the authonity to contract with avihan medical

care souiees for the cane of spoises and dnldien of Acive Duty members of the
Undornwed Sanees, but not for reurees and thar dependents

FDoly Under Secaetary por Tevsomned wned Rendme s Allitary € ompensasion Bacd gionad Papers Siadh Fdison Muy 2105
p o3

2id p 1i3

3 lhd

£ The Dependents Medeeal Core At P18 SOY 70 Sul 2500 (1956

3 Bald Unider Secretany for Persvonnel and Readiness Mfrion Compesrsation Backgronnd Papers Spith Fdiwon May 2005
P 13032



Subsequent to the passage of the Tegrslavon that created Medicare, in 1966 Congiess
amended Tutle 10, authoniang Dob, pursuant to this authority under the Military
Medical Benehts Amendments of 1966, to create CHAMPUS ¥

CHAMPUS used the Blue Cross-Blue Shield High Opnon Plan of the Federal
Linployees Healrh Beneins Progy im (FLHBP) as a model, providing tor paiual
gorernnment payment for new and expanded mmpatent and outpatent care at avilian
soutces for designated beneficsaires The CHAMPUS benetits were hmited when
compared to those wthonized mn nulitany medical facihues, and they did not extend
to those over 63 veass of age (unlihe I'C1HBP) Those with only Miliary Treatment
Facthts (MTF) ehgibihty were primanly 1eurees and their dependents and the
dependents of dece1sed members nd forma members who lost then ehgihihty for
CHAMPUS when they became ehgible tor Medicare because of age or disability The
hizibaluy of patents and pirents m-lw of Active Duty and retned service membets
also 1s lunuted 1o MTFs #

Another ditfercnce berween € HAMPLS and +EHBP was that ovilians had to pav a
part o the monthiy prenuum but could choose tiom a vaniety ol plans with ditferent
innual beneht stiuctines CHAMPLS chigible indiaduads did not have to pay a
premium but had no phin choie CH AMPUS and 11s successor program, IRICARE
Standard also ditfer from I LHBP 10 that benchaaries gencrally are 1equned 1o
obtan noncmer genay mpabient care from nearby M 1Es, if such care 1s available
there Thus CHAMPUS and TRIC ARE Standasd are not ditectly conparable 1o the
vanious plans available w parnapants i FEHBPY

At the end of the Vianam W md the subsequent di mdown of nulitary forces, the
Nation ended the nubtary drab md comaed 1o an All-Volunteer Force 1his pohicy
chiinge had mamy pracocal dicas, mndudmg snceasmg the complesaty of the
mulitary compensation ssstem by deferrig benefus that onginally were designed

1o entice members 1o choose the nulitarsy as a career hased on 20 vears of se1vice

Inan attanpt o noprove the quality of health care tor service tannhes while at the
sine tme controlimg holth care progiam costs, Congress supported Dol mitia-
tnes to change the CHAMPLS program thiough the cractmont of a number of new
provusions in US Code Tl 10" These prenasions, while authonizing the Scactany
of Defonse to prescube proomums decucirbics, copaymonts, and more, dlso specih-
cally authonized the Scadtary of Daolense to wave bencfioary financal Tiabalites

1 he Searetary mady wane sich paviments, or may wane imitations on the kinds ot
health care savices that mas e provided 1« an imducement o beneficianies of the
wihtary heabth care system o anroll m alicrnative liealth care progi ams that offe
cquial or berter services at equal ar fowa cost !

I addition the Depariment of Dedanse Authonization Act of 1987 required the
Scarctary of Dedense to stablish a health care cnrollment system for heneficanes of
the mubitary health care program Under the emvollment system, bencfianes would
be parmitted to chivose o health care plan from o number of alternative plans
designateed by the Seactary of Dedense 1higible plans would include Umiformed
Scrvices medical facliies, CITAMPLS providas all health care plans contracted for
by the Searetary of Dedense o1 amy combmation of such plans Freedom to choose
from among wailable plans conld be hmuted out of necessity 1o assign beneficia ics
to Umformed Services MTTs i onder to assure thor full use in a ginen area

6 The Mlrtary Medical Benefets Amendoments of 1966 P 1 89 614 80 Sl 862 (1966)
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The success of varons demonso ation projects led DoD i 1994 to embark on a new
program, known as TRICARE 10 impiove the quality, cost, and accessibility of
services for its beneficiailes Because of the size and complexity of the Military
Health System (MHS), TRICARE mmplementation was phased in over a period of
several years The prncpal mechanisms tor the implementation of TRICARE were
the designation of the commanders of selected MThs as lead agents for 12 TRICARE
tegions actoss the counuy, operational enhancements to the MHS, and the procure-
ment of managed cire suppoii cont acts tor the provision of enilian health care
services within those 1egions The fnst 1egion went mto operation 1 1993, and the
final region went into operation 1 1998 All M7 Fs in the United States have become
part ol the progiam coverage *

While the health care benefit was changing sowas the compesiton of beneficiaries
Berween 1988 and 2008, the number of ehigible non-Acine Dury beneficraries lor
each Active Duny service member ancreased from 3 1 1o 4 7 This grow th i non-
Active Duty eligibles reflected the results of the diawdown at the end of the Cold
War and the first wave of retnecs who had entered malitary service under the
All-Volunteer Torce M Gien that most 1etirees a1e between 38 and 45 vears of age
upont tetnement " the oldest members of thas group wall be ehgible for Medicare
and the TRICARE fot Lifc (1T1) benefit beginnmg in 2008, and the youngest will
become cigible 11 201% Duning the drawdown, the number of miliay 1eurees
mareased from 16 milhon to 2 milhion

As the ehgible retnee populauon was imacasing the opportuniy for 1ecening
inhouse care was 1apudly deding Between 1990 and 2001, base 1ealignments and
closties and M 1t consolidanon 1esulted in a 74 percem diop i the number of beds,
a 7o parcent decrease m bed davs, and 4 36 percemt reduclion m outpatient visits '
THus ®  amounted (o 4 de tacto dechine m the level of benetits provided to Medicare
chgibleretirees Thev had chthculty obtaining care at nulitany medical treaunent
taciliues on a space-available bass 7Y

TRICARE Pius

IRICARIT Plus 1y a speaial progiann that allows all retnces and then fanuih
mmbers,™ mcluding parents and parents m-law, who are digible for care m spe afic
MTTFs to sch primary carc on 4 space available basis This program allows these
Falrees to contmue 1ecenang care diectly within the nubtary health care svsram
and also provides esidency and feHowshap iraimng programs withm M 1 Fs with

“a consistent supply of patients over the age of 65 to provide suifiaent exposine to
clmical conditions to ¢stablish competency i practice ™

13 1ed p 1137 1138

i4 The Congresc of the Unated States ( ongrevvonal Budyet Offce 4 CRO Mudy Crawth m Medial Care Spending by the
Depariment of Defense September 2003 p 4
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Lorollees have the same acccss standards as TRICARE Prime enrollees and have no
out-ol pocket expense tn carerendered in the faality Partiapauon m TRICARL
Plus does not attect TT1 benehts, and paruapauon i Medicare Part B 1s not
requied " U ehigible fon TFL, 1 beneficary may emoll in both programs *' For all
referials outside the MTT, the benefivary 1s responsible for costs at the TRICARE
Standaird or TFLrates sf ehgible  Bendficiaiies are mehgible for this programaf
they a1e emolled in 2

¢ TRIC ARE Prime

* TRICARE Piime Remote

* I RIC ARE Piune Remote for Active Duty Fanuly Members
* LS Famly Health Plan (USFLIP)

* A cvibian health mamtenance organization (11IMO)

* Mcdicare Advantage 11MO

TRIC ARE Plus 1s offered only u specific MTFs based on space availability There 1s
no ch g lor emollment and 1t 1s not guaranteed o1 portable A beneficiary may be
disenolled 1l the MTF commander discontimues the progiam Currentls, there are
about 130,000 entollees !

The US Famtly Health Plan

In 1981, Congiess cnacied the Ommbus Reconaliaton Act designating certain
former US Public Healih fachies as Undoimed Services heatinent Facilities
(UST1s) 4 The tellowing vear DoD sssamed responstility for the LSTE program
from the Deparuncnt of Health mid {dumnan Services In 199%, the UST1s weire
rcorganized in the Uniformed Sorvices Familhv Health Plan as 1RIC ARF Desig
nated Providers —the st Dol sponcored, full-isk managed he dih care plan, and
1he first to serve the nuhtary 65 and elda populaton * The plan began offer g the
FRICARE Prime bhenedit the followig vear In 2001, the name was shortened to US
Farmh Health Plan, and cop sanonts wae dimmated for Adne Duny dependents
and mcmbers 6% vcars of age and olda who had Mcodicare Part B anve age

The USTHP 16 a Doy sponsored Inlly ai-1isk managed care health plan oftamg

the TRICARE e beneht Howava, its geographic avalabiliy os imited to six
nictopolitan areas Notable health plan features incude comprehonse descase
nianaganent case management, and vithzation management all of which contribute
toveary high sausfaction rates

The plan s made available by nonpn el health care providets and senves move than
90,000 benefiaarics natonally,? with 87 percent 683 years of age and olda @ Benehi-
aaries mcdude mahitars reurees, ehigible reinces, and all Acove Dty famly members
mecludhmg acen ated vosanvises and Nanonal Guard family members * One may cnroll
any mne during thovesr Al seraces must be provided thiough the health plan’s
arc i ndwork, no seiviees, mcluding ph irmacy, mdy be obtamed through othes
TRICART -authonzed providers o an MTF * The overall national memba
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satsfaction rate with the USTTIP has remained above 85 percent since 2000, and in
2006, 1t was 87 G percent—22 percent higher than the national average for all health
ptans ¥ USFIIP 1s a capitated plan thatrepiesents a hxed and predictable annual
budget that vanies onh by the munber of entollees and then gender and age,** whale
TFL benehaary costs may vary because 1RICARE acts as a secondary payer and
costs will fluctuate based on amount and ty pe ol services provided While a duect
conipanison of the merage Do) cost per benefiuary cannoet easthv be made between
TFL and USFHP, DoD costs fen the Medicare-ehgible beneficaary are likely to be
signihicanthy lower m the TEL program ™' The {act that the TFL beneficiary has
Medicare as J ptunary payer, while the USI HP benehaiary does not, accounts for a
signilicant porion of the difference 1n the DoD outlay *

TRICARE for Life

TFL, which was introducec in all regions dunng 2004 combines TRICARL and
Medicare conerage for Medicare digible military 1etirecs and dependents Uneder
ITL, I RICARY acts as the second paver for expenses conered by both progr ims
covermg deductibles and catain other expenses not conered by Meclicare 1
hosprtalizatton caceeds 150 dave TRICARE bewnes the primary paver

1he TFL plan came mto exstance on October 1 2000,% thiough the Nanonal
Defense Authonization Ad of 2001 In Tscal Year 2007, apmoximatedy 19 million
bancheanes weic cheble for 1YL 7 Benehaanes incdude dual diigible Medicarey
IRIC ARE heneficriries regaidless of age, who are ehigible for Mcdicaie Pait A and
who are generally enrolled in Medicare Part B Natonal Guard and Reserve mem-
barswho recane senred pay family members widowsmwidowars, and certam former
spouses are incluaded Dependont parents and parents-m-law a1¢ mehgible for 111
(exeept tor the pharmacy benehn), ™ howevar they are ehgible for 1RICARL Plus and
the USFHDP ™

s program combines TRICARL Standard with Medhicare Paits A and B (o provade
Mcdicare wrap atound covarage ' istatutondy, TRIC ARF only pavs alter ll otha
health s ances have pud') Whon care ssvendaed that 15 pavable undar both
systems TRICARF 1s the secondary payar and will normally pay the actual out-of-
pocket costs mauned by the bonchaary 7 TRICARE functions as the primay payc
for those services covared only by TRICARE In the cse of dual covarage Madicar
pans s portion and forwards the dawn 1o TRICARE fo processing * The Medicare
1 hgible Renrce Health Care Tund, also known as the accrual fund, s the source of
funding for thas program !
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There wie no enrollment tees for TFL but beneliciarses must, by law, puichase and
naintan Medhicare Pairt B coverage, an exception 1s made for Active Duty famaly
members and only fo1 the perod prion to the sponsor’s retirement ' Beneficianies
may continue o recene cate at an MTF, on a space-available basis, without subscrib-
mg to Medicaie Part B

By conuist, Medicare Part B mcurs a monthly premum of $93 50 for 2007 for
those ¢ uning up to §80 006 as an melnadual or $160,000 as a couple Thas amount
gdually tncreases with an ey ease ;n imcome TFL benehciaiies generally must
purchase ind mamtan Part B emollment These prenuums, as well as deductibles
and copayments are adjusted vearly according to for mulas set by statute

When care s covered by Medicase, bt not v 1RICARE e g, cluropractic care),
IRICART wil not pay, 1egardless of Medicare’s actions The beneliciary 1s 1espon
sible for Medicare deductibles and cost-shares

The opposite payment stiucture occurs when care 15 covered by TRICARE, but not
Medicaic (e g, overseas ¢ ng, unhinned hosputal dayy and the fust threc pints of
blood) In these cases 1 RIC ARE heconses the prumary pavel, and the beneficiary
pavs the ppheable 3 RICARE deducnbles and cost-shares at TRIC ARE Standard
and Extiaates

Pneumovax® Program

Ihe Pnenmovax Program 1s a prevenine program espeaally relevant to the
Mechiware digible populinon as i secks 1o shield tiose most vulner able 1o acquired
preomontas This population 1s predisposed 10 pneunoma as a comorbidity  he
Arvmy Medical Depariment (AMEDD), through its lactical Implement ation Cell
Jias nnplemented the “Adult Pnewmovas' Tmmumzation Strategy,” with the goil of
mudasmg the pacentage of benedicanies age 65 and older with one documented
ncumovax® m the Armed Forees He dth Tongiadinal Technology Application
(AHLTA), dearcasmg hospatabiz imon 1aes for pneumona as measured by the Agenay
for HOlthcare Research and Qualis Prevonnon Quabity Indicator measures, and
mccasg the paceniage of digible haspitalized patieis who have curram
Pncnmoran® i AHLTA a1 the ime of discharge Winh mowmtoning and comphance
the AMEIH should achicve g vacamanon rare of 93 percent by Januany 2008 In
addition to lowcr hospralization rates for pncumoma, the AMFDD Projects sdvings
of $500 pervacane gnen

Conclusions

While legislatson has provided for military health care bunefits, only within the last
decade has Congress speafically dedressed the age 63 and older benehaary A
reuree located near an MTT that offa s TRIC ARF Plus can tecave primary care,
and speaialty care tf available, and use TTT hene fts when rederred 1o a downtown
chimaan When accessimg the downtown dimician, the retiree’s Modicare Pait B pavs
first and TFL pavs second When the retiree Iives in one of the six metiopohitan areas
setved by the USTTIP, 2 member may choose thus plan and not need 1o par ticipate n
Mcdicare Part B The full 115k HMO prouides the same care as TRICARF Prinx
with an exttaodinanly high sausfaction 1ate among those who use 1t TFL, which
requires parucipaton in Modicare Part B, provides a nationwide benefit (o1 maxi-
mum mobilits As a second paver, TFL 1cduces the costs to oD wlule ensuring a
sohd health bencht for the reuree

15 See evw frieme mplomybenefit!

16 Depariment of the drmny Headguariess 1 S Aray Midical Command QTSCMEPDCOM Poliey Meme 06 023 The ddult
Puenmovax® Strategy Septewber 23 2006



" The DoD Pharmacy
Program

The impetus for DoD fo 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 availabiity of phar-
maceutical agents for all therapeutic classes, establish a uniform formulary based on
clinical effectiveness and cost-effectiveness, and assure the avalability of clinically
appropriate pharmaceutical agents to memibers of the Uniformed Services The
Sccretary of Defense unplemented this key companent of the TRICARE program,

the current TRICARE Pharmacy Program effective May 3, 2004 #

1RICART provides 4 pharm s henddit to all digible Uniformed Services members
mcludmg TRICARF o Vefe (117T) banefiaaaries TPL heneficiaries who tuined
age 65 on Apnl 1 2001, o1 Latey ovast be cnrolled i Medicare Part B to use the
TRICARY Retasl Phaymaay (1RRy) Program and twe TRIC ARF Ml Ordar
Phatmacy (TMQOP) Progiam

Factors intluencing Expenditures

There are sevaal factors conunibuting o the increase m pharmacy axpenditures
within the Military Health Svstem (MIS)

* lomted dhiscounts at the et ul pont of sarvice coupled with 1na casing usage,

* sigmhcant mcveases im pharmacy costs, since the miplementation of TFL, 1etal
preserpuon usage and costs have boen the mam cost drves contmbuving to the
significant meycases 1 MITS phaymacy costs Pharmaceuntical costs fon those
under 03 vears of age avcrage $437 pa digible beneficiary, compared to $1,7384
lot those who are 65 vears of age or older, a difference of §1 347 per elygible
beneficrary

* mareased numbers of chigible henchaaries from 8 6 million (Fiscal Year 2002)
to 9 2 nitlhon (Fiscal Year 2000), and incrcased numbers of users of the benefit,
from 5 7 nuthon (Fiscal Year 2002) to 6 7 mullion (Fiscal Year 2006)

* no change 1n pharmacy cop nments since the inception of the TRIC ARE
Semo Pharmacy (TSRx) Progyam in 2001,

» the supulauon of maximum nonfor mulary copay ments i law, and

* hinuted lever age to opumize drog utihzatyon management 1o the network point
ol service compaied 1o the Military Tieaunent Faciliy (MTF)

ML SO $4 1071 1073 (2004,
2 See (9 Fed Reg 17035 tAprid T 2001 tnoting that the frnel rule becomes effective May 3 2004)
3 My Wade hiffer Dave Bretd e Dol) Phavsicoecorionny Center PR Rreef Aprid 11 2007




Pornts of Service

Io have o prescription filled, benchaanies nced a winen presanpuon and a valid
Luformed Savices idenufication card Fhigible benehaaries may fill presciipnon
medicanions at four outpatient pharmadcy points of service

Mids,

2y retarl network pharmadies non-MTF pharmacies that are part of the network
tstablished for the 1 RRx program,

9) 1etad non-network phaymwacs nen-31EF phaimaces that are not part of the
nttwork established fon T RIC ARE 1etal pharmacy services, and

4} 1MOP

Copayment Structure

Fodaaal Yan also estabhishe s cost-shanimg re quuements tor the pharmacy benedies
program ' Cost-shares when colleced by the government for prescripuons dispenscd
thiough the raal nawork phaimaacs or 13MOP, help defray gonernment costs of
admmisicnng the pharmacy benehts program and can be used 1o ancourage (or
discouragey cartam types ol behavior The current TRIGART Pharmacy Program
vy at htast a pornon of a boncdiaay's cost of preserpuon drugs when the
hendfiaan acquues the diugs hrom one of the fow sources aied above The amount
of cost sharmg betwcon bonehcarics ind Dol v aries depending on the souce of the
prescipiion diugs obtanne d

Bunehormies conrently pay the pharmacy copayment bascd on whethar the presernip-
aon mcdranon s cassificd as @ formul oy gencne drug (Ter 1), a formulary band
name drug {Ter 2), o a ponformal iy dhug (a3} The copayment depends on
where the beneficaans chooses to fill his o1 her prescription

Boncficanics oay bl then presaspoons i MTT, thiough TMOP o1 at one of the
wote than 38 650 TRRX locations i the natiomwide network * Beneficiaties also can
Al prescaiptions at nen-network phaimacces but they will pay signaficanth mome and
must mect a deductible

Acine Duty service membars are notrcquired to make copay ments on then prescrip-
twns However of they recene medications through an overseas pharniacy o an

out ol-network pharmacy thay may need 1o pay out-ol-pocke L expenses for the total
wostof the medicanon ane then file a elam log 1ambursanent for the full amount

The copayent structure apphes o all TRIC ARE beneficiaries Beneficianes have
na copay ment when they obtain diugs from an MTT * Howevet, benehciarics must
Pay & copay ment when they obtain diugs fiom other points of service A comparison
of the point-of-se1 vice copay ment and the associated quantity of medication dis
pensed 15 presented 1n Table 1~
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Table 1 TRICARE Pharmacy Copayments in the United States
and Territories

BHIFORM FORMULARY

FORMULARY
GERERIC BRAND NAME HONFORMULARY
PLACE OF SERVICE (JHER 1 JTHER 2 (TIER &
MTF pharmacy
W A S0 dey supp ) S| R P
TMOP . “ A
e sy sypr
TRRx ©4 © .
Ve ety upy !
Non aetwork retait pharmacy For those who are not For those who are not
Ulote Uolw ensolled in TRICARE Prime enrolied m TRICARE Prime
Note © 1 i s 11§ Wl S0 ab e AT el
AN ANMY [ atiiA | T3 Y O O I R TR NS y K TSSO Y|
Nese 4 p~ et d ot ¢ Hen e ot bl et b el [
e o srr gtisedirs aor tia b whitrpor o LA da v wFonere g L1 oo fer
T Tow cr ene g oty sihers oy ol et &l nibiege TS T
cmboLey | s s 3o oy Lo par @ D e
TRICARE Prime 010 wn TRICARE Prime > pu1
0 her oAbk e ooar LA WL B STV | b L
fo e ke =00 o om or oA oyt ST e
wEOWIPOTE L oLy 4 St 00e e oot

BEWLFVLIRRY CORAYIMENT AT GULRSEAS LOCATIGN:

ACTIVE BUTY
FAMILY MEWBERS
ACYIVE BUTY ADFMS: ERRBLLED  ADF¥S KOT RETIRESS AnD
SERVILE MEMBERY 1Y PRINMG FHROLLED I PRILE Fa%itY MEMBLRS
Copayment N RERITY Morp vent o LoF o f . i
dl e dedury v Uorde ot bt
R O A S B VAR T
ALT R 1

P sand b v
Brd e Tr

The copayment structure has not changed since 2001 The MHS does not have an
index toinflanon as does the Centers for Mechicare & Medicaid Services (CMS) with
its Pare I drug bonedit The maximum nonformulary copayment 1s a percentage

of the tatal costs m the third ticx This hgwie 1s 20 percent {or Active Dury famuly
members and 25 percent fon 1etirees The Task Force believes that this amount ($22)
does not 1epresent a large encugh difference to dine unlization mnto a formulary
diug (Lier 2) or a genertc drug (Ther 1)



The established copayments may be adjusted penodically based on experence with
the unitorm formular v, changes m economic arcumstances, and other appiopiiate
tactors * Adjustments mav be made upon the recommendation of the Dol Pharmacy
and Therapeutics Comnurttee and approved by the Assistant Secietary of Defense
tor Health Affans “ However adjustment amounts must comply with the 1equue-
ments of ipphcable federal law ' Under these 1cquuements, the Secretary

of Detense mav establish cost-shaning 1equinements in a percentage or fixed dollar
amount under the pharmacy benefurs program lor generie, lormulaty, and nonto-
mul iy agents ' The b linuts the amount of the highest copayment category, the
nonformulaiy, v thud-tier categony, 1o 20 o1 25 percent

TRIC AREs mandatory genenc diug policy 1equires that prescnptions be filled with
a genenc ppodact i one s avaibible Brand name diugs that have a generic equiva-
lent mav be cispensed onh 1f the prescibing phyvsican s able to jusaty the medical
need fon 1ts use 1 a genenic-equinalent diug does not exast the brand nime drug
wil be dispenscd at the biand name copay ment 1are

The MIIS narage cost for araial proscaption tor 30-day equisalents s $70 as of
March 20071 For 1MOP, the avarage cost s $34 " Fhe 1etanl and 1 MOP ponts of
sarvice had o genenc Bl vate! i excess of 33 percent i 20068, and 1his number
contimes to chmb resulting m a | pacentyaduction i pharmacy spend for evers
I parcent merease m the genon fllvate 1he M1LT remamns the lowest cost pomnt al
$19, 1018 the most cost-etecine option for both the government and benehaaries
when diugs ave available and accesable ! Overall DoD has a 62 percent 1l 1ate for
genentc ncdhcanons, m e wath the CMS honchmark of 60 percent ' None thedess,
FapressSonpts D, has suggested that an 86 pacent generie fill 1ate 15 an acluev-
ablerate U Howuver, 1t 1s not cdlear whatha these data refect the actual costs ot
dispensing 1o nub understand the ditfaences m costs, DoD would have 1o cnsure
that the total costs of dispensing—not just diug costs—ar e included 1n cost compar-
sois Moreover cost comparisens must e made using specthe medicauons

Beneficiaries and Usage of the Pharmacy Benefit

Of the 9 2 million cligible beneficanes in the MIIS, 74 pacant, o1 6 7 milhion, uscd
the phanmacy bencfitm Tiscal Year 20006 (see Table 2)
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Table 2 Unigue User Trends—Number of Users

FOINT OF SERVIET Yoz FYas FYg4d Fyogs FYes Fygi
b TF eqly <4531418 0 35,1 00 UL, 0Bl Es 223012 Z2end 472
Retal | T3 e LERTRS 1L 0 d R0 [ falple s 3006

halt (e y Ty 171 £4 R [SRNE ST R 57127
IR &F tedomy [SREIELS LT T T0ERY 12 4702 1 9 P
LT & Meturdy on 18" ST [ 1o on 47752 Aty 76
otall & Mal O &, 1 80 Z0A TR IR £BS SF N Faf e
& TF hail 0~ & et [ 30 Il 1w s e 2 _1 e W47
Total Unique Users I L T o S T L T S D I - A B S (L
[N P AN T LA R N T L B G I H AR
S PRRY LTS EA T th ot ‘ o€ ¢ €5

JFigl @ v, s

S oo Bedsta i i N

Pharmacy cxpenditures in Tiscal Year 2006 1o1aled $6 18 bithon and e expected to
ycach $15 alhon by Tiscal Year 2015 ™

In Fiscal Ycar 2006, the TRICARFE Pharmacy Program filled 13 nulhon prescip-
tems through 3%6 disponsing phainices at 121 MTEs, 58,650 phatiiaccs nethe
IRIC ART network, and 1 mail mdar pharmacy, Fapress Saapts, Tne ™

MIF Pharmacies

Prosanptions may be filled (up to 2 90 dnosupphy for most medhcations) at an MTF
phanmacy it no cost to the henehiciuy of the madicanion s m the MIT {onmuhary
Actoss the MEIS, the 336 pharmawies located at the 121 MTFs dispensed 31 pocent
of the presaipuions Nilled mn Frscal Year 2006 tor 23 pacem of the total MT1S
pharmacy nll s Figuie 1) @ Theae are several 1easons for the retatvely low costs
fon diugs at the MTE pharmacy 1) MITs have the abehiry to stiictly control the
formulary, 2) MTT drug purchase prices aie at federal pniang calings or lower
(tesulung hom Dol abihity to leverage volume and negotiate with the prume
vindol) and 3) the use of drug 1chate programs In addition, Tiar 3 menio mulary)
aswell as mamy other modicanions dre not available at MTFs In both other vetues
(etail and mail order pharmacies), all Icgal prescription medications are available
1egardless of cost o chinical ddficency With no copayment the MTF pharmacy also
presents the best value to the beneficiany
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DoD DRUG EXPENDITURES THROUGH FISCAL YEAR 2007
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TRICARE Retail Pharmacy Program {TRRx)

IRRx 1~ acdnnmastered by Express Scripts, Inc Benehiciaries m the contimental
United States ind its terntontes mav use the expanded, nationwde network of 38 630
retal phasmacies to fill prescriptions »' The 1etanl portion of TRRx accounted for 33
percent of the workload m Fiscal Year 2000, amounting to 63 percent of the 1otal
MIS pharmiacy bill (see Figure 2) ° The mail order portuon of TRRx accounted fon
14 peicent of the workload in Fiscal Year 2006, amounting to 12 percent of the total
MHS pharmacy Wl (see Figure 1)

Non-Network Pharmacies

A non-netw o1k phat macy 1s a retail phaymacy that 1s not part ol the TRICARE
networh Fillmg prescriptions at non-network pharmacies 1s the most expensive
opuion for the heneficiary Bencficianies may have to pay the total amount and then
file a claim to 1ccene parual 1enmbursement Benehcaiaries mcur penalty tees if they
arc FRICARE Prime emollees unhang non-nctwork pharmacres
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TRICARE Mail Order Pharmacy (TMOP)

1MOP also 15 adimimustered by Fapress Sanipes, Inc To use TMOP, benehaaries
register by completing an onlime 1egst auon form ** Benehcianes must Lhen mal
tha health care provader’s wnitten presaiption and the appropriate copay ment to
Express Somps, Ine Now prosonipiions may be faxed or phoned in by the provides
Withim 10 10 14 days, the medications are sent directly to the benehaary thiough the
LS Postal Sanvice TMOP proscnptions sccounted for 14 percent of prescriptions
Alled an Fascal Year 20086, vet they wcounted for 12 pucent of the 1otal MHS
pharmacy il &

1 he number of TRICARE-covcred mengduals has been growing, with steady growth
in the last tnovears Since the advent of 1FL, phatmacy costs have been growing
dramatic illy with the retaal neoamk bang the biggese cost dina (see Tigure 2y The
costs of diugs have been mercasing rapidhy ovarall Fxpress Saapts Ine, basieported
that ‘cartam drugs had 4 Ingher Iavel of cost growth m 2006, mecludmg medications
to treat diabetes, which eaponenced a 13 3 peraent growth, the sccond vear of
double dignt mearcases Inaddinon, the nond for expensne but anucally unportant
speaaliy diugs rose 2 9 poreent

TOTAL DRUG SPEND AND PRESCRIPTION VOLUME
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In 2001, Congress expanded the phannacy bonefic for 18 mulhon military retnees
age 65 and older and then elderly dependents Prior to 2001, thus population always
could use the mlitary presciipiion benefit at no cost only at MTE pharmacies
Under the new 'SRy retnees can use the TRIC ARE pharmacy benefit 1o obtamn
prescuiptions through fout sources 1y MTF phaymadies, 2} 1etal pharmacies i the
TRIC ARE networth 3) TMOP, and 4) non-netwotk ret ul pharmacies

In 2005 Dol) asked the RAND Center fon Miuarv Health Care Policy 1o assess
factors contibuting to the nismgy costs of presaption medicatons for mulitary
retnees and then {mules # By exanuming 1 RIC ARE pharmacy claims data RAND
found that the majoney of TSRx presanpuons sull were being dispensed from MTFs,
however the amoumt diopped fiom 100 percent to 6{ percent in the two vears
fullowing the expansion of the benefit 1 here was a conesponding inciease 1n the
use of 1etal phamadies

RAND also lound that

* bec ise of hugher prices to Dol retai] plrarmuaces account for the majority of
pharmaceunic U costs

* retarl pharmagy use s 1cdated 1o the distinee 10 the nearcst MTF and to the
nona alability of certain diugs at M 1Fs, and

* mplomennng 1 thiec-ter chug benehitm the prnate sector slowed the macase
1 phar maceutical spending

RAND recommended that ‘to s ne costs without adversel ateding buenehoaney
hicalth, Do shonkd carefully consider the diugs that it places in the more costh
thirek-tuer - RANDY ilso recommiended that 1o schicie greater overall health cate cost
snungs, Dol st assess the possible advantage of lowerimg the copayment fo
third-na medic inons obtamed hom 1MOP® Casng some of the prior authonzation
requiremcnts il M 1Es md mstatuting otha cdianges that would himit the meontne
to use ret ul pharmaaes

Mail Order Practices in the Private Sector

‘Mail order phanmacy 1s the fastest growing segoent of i retanl pharmacy
marheiplace =% The avarage consunier 1s neanly 64 vears old and most are oner 65
years ofd This group wends 1o use muluplemimienance medicatons for long-term
chromic conditions # The ¢nvilian sc et cncourages, as docs Dol), the use of mail
order 1cAlls and provides a numbar of options for patents for this process, induding
p}mm, mdil, and onlme 1¢ fill orcdamg For phone and online refills, the o 1ginal
prescuptions must he daxeed by the provider . Requung mail order greatly mcre ases
s use diecent study found that, on dve1age, voluntary plans adheve 14 pereent mail
order nse 1ates while mandaton plans incredse use 1ates to 27 perceng TV
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Findings and Recommendations in the Interim Report

In devddoping sts intersm 1eport, the Yask Vorce heard comanang arguments that
prrate sector plans have been able 1o reduce the growth in pharmacy costs whle
retaimng chincal dffectnveness by providing benchoaa tes with greater incentrnes 1o
uulize preforred drugs and All mannanance presanpuons using matl order servces
Generne diugs Iine the lowest copayment followed by formulary drugs and nentor-
mulany drugs However, cinnent oD pharm iy copaviment policies do not provide
adequate incentives fot patients fo use the most cist-effective alici natives, such as the
mat} order pharmacy o1 an M1Y Employving fnancial meentnes to encourage the
use of the mal order phatmacy avross all benchaary groups should dearease 1etail
pharmacy costs while presenving aceess to the local pharmacy 1he lask Force
recommended the following

+ Copayments tor prescnptions filled outside an M171 should be changed n o1 der
to altar mcentves Dol should mcrcase the diffarenuals i copayments o
marcase the wse of more cost elfectine pracuces (The mermacport noted that
s hnal teport, the Task Force willimahe more speabic vecommendations
aboul pavment struceure )

* Dol should engage m an eun cach progrant to pubhiaze the v ilue of usng
INMOP pogran and genone drugs utnlizng the best practices that ate tollowed
by private companics m order to achione savings

Final Findings and Recommendations

Suice the submission of ns mram report the Task Torce has conduded that the
cwmvent Dol o mnlany nor shndure and copavimont poliacs do not aeate edfecnve
mcentnes o sumuldte compliance with chimcal best pracoices o1 the most cost-
effccine pomt of service o1 medications The Tash Fouce in this final veport presents
4 sees of now rccommendanons 1egardimg tong, the copayment stiuctue, the
inclusion of osar-the-countar (OTC) medicanans, and the poimnt of service for cortam
mecications

Tiering Structure for Pharmacy

The current tienng structure 1s as follows
* Ticr 1 Undorm Formulary Generse
* Tier 2 Uniform Formulary Braned
* Tuer 3 Nonformulary

In the cunrent structine, the MHS phaimacy program docs not cover OTC medica-
nons, except insulin and diabetic supphes

Under current law, T™MA cannot add OTCs (cxcept msuling to Tier 1 (o1 any tier) of
the Untform Formujary However, tecent legislition directed the DoD to canny out a
demonstiation preyect on coverage of sclected OTC medications under the pha-
macv benehts program * Thas legislavon required that G 1C drugs provided under
this demonstiation project be available through at least two of the (ullowing venues—
MTFEs TRICART rerail ncewenk pharmaaes or TMOP # TMA mitiated the demon-
stration project 1n TMOP and staited the 1etail program on September 10 2007 *
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The danensoanon project does not coner all OTC drugs As an example TMOP 15
cunrenty providing Prilosec OTC as an alternative to presciipuion Proton Pump
Inlubitors, such as Prevaad, daphex and Nexium * The DoD Phaimacy and
Therapeutics Conmnitree tecomnwncded that OTC laratdine (Glantn) be added w
the Unilotm Formulary {on the pu poses of the OTC program TMA anticipates that
MTFs will use this product to participate in the demonstration ™’ As requned by the
demonstration poject legislavion, an O7TC drug will be available to a beneficiany
thiough the demonst ition project o a) the benchiciary has a prescription oy a drug
requuing 4 prescisption, and by the OTC diug 1~ in the Unifoom Formulary and the
Phaimacy and Ther ipeutics Comnutiee has determuned the OTC drug to be
therapeutically equnalent to the prescipuon diug

TMA expects the project to- ast unul the implement auon of the combined TRICARL
mal and1etail comtract (FPhaim), which will be approvsmately two years trom the
start date of the demonstr wion project I the curvent demonstration project genei-
ates a hugh level of boneficiany sausfaction and demonsi ates cost-eflectneness, the
Searctary of Dedense c w make a vecommendanion 1o medude the provision of O 1¢
diugs under the pharmacy benehits program aud recommend whether or not
Congress should provide permment anthonin o coner O FC diugs under 1the
pharmacy benehts program

Hnats testumony 1o the Lask Force, the Lnued Mine Wotkess explaned how ot
structured its Prefenred Product Program, which has five therapeutie categones
contaming gonone and brand diugs * Its program 1s e tment centered and
outcome focuscd 1 ither than focused on indinadual drug cost

In PhRMAS prosentation to the 1wk Foice it ated the etforts of Pitney Bowes as

dan cxample of cHecne phirmac bencht design in fachitauing dective disease
management Afier detenumimg that emplovecs who failed 10 take therr presenpion
mi¢ chications for diome condinons incre ased he 1th care costs, Pitney Bowes 1eshiuc-
twed s presaption bonehts to make medianes that t1eat chronic conditions such
as asthma, diibaics, and hypes tension available at the lowest level of copaymem
regardless of Inand or genane stitus This sivategy promoted adheronce in taking
mantenance medications and this gonaatcd cost avord imce 1 acute care and
lowered overall pharniacy costs ™

Concamncd sbout vising pliantacy costs health plans, and scli-lunded plans, amploy
s are analvzmg avaniay of altan s for phinmacy bencfit design meluding the
four-nar fermulas A fom-oa foomulany can (ncourage the use of less-costly drugs
and morc appropuate diug nuhzanon, gencrate manufactu er discounts, and 1csult
in the lowest net cost for diugs When there are more ters, 101s casicer to lower th
ont-of-pockel costs lor drugs for miportant modications for certdim chronmic diseases,
stich as diabctes and ramove comphance barniers 4 Addinonally, ce1tamn medications
damind cenual montoning and procorement for improved cneal overaght/satety
and cose-cffectiveness
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ONS Comparmes bised m Portland, Oregon has modified the comennional thiee-
ner program by aedung a first tier with no copay ment that includes selected OTC
poducts, cost-effectne brand products and genenc drugs ' The next thiee ners are
genetics, prefored brands, and nonprdferied brands with comsu ance copaviments
of $15, $£27, and 330, 1espectively, that cuginally eccupied the thiee-tier structue
Clasms data bom Jinuary T 2004, 1o October 31, 2004, indicate that geneiic
utibizavon scached 60 percentn the four-uer program, compared with 35 percent in
the three ner model ' In addivon, the four-ner model promotes the use of OTC
drugs for ueating allergies and wleers QDS also tracked the average amount paid
per prescrplion for diugs tre sung high blood pessme hugh cholesterol, depsession,
and nleers, showing cost savings of 2% pecent, 14 percent 22 percent and 20 pereent,
tespectnely !

A fow-tier svstem could potenually provide a way to incorpom ate lessons leayned
from Unned Mine Workers and Puitney Bowes in the MHS

Copayment Structure

Federal law places a cethimg on nonformulary (1ia 3} phainaay copayvments

Lhe Seactary i the regulations presenibod wnder subsecuion (g) may establish
cost shaymg requnements (which may be established as a pacenmage o hed
dollar amounty under the phumacy betefits program for genee, formulary, and
nontormulary agents For nonfonmulary tgents, cost sharing shall be consistent
with common industiy pracusce and net in exeess of amoumnts generally compar able
ta 20 purcent for benehictanies coverced by section 1079 of thas utle oy 25 porcent
for bonchioaes covared by scetion 1086 of shis ttde !

When on Apnl 1, 2001, Do) established $22 as the nonformulary copayment, that
amount reprcsonted approsmmatedy 20 percent of the aggregate average cost of all
by ind namac incdicanions # FMA estiblislie d the uniform tormulary and generne
cost-sliares so thu the cost-sharmg ditfarcnt il baiween ters was conssstent with
commson idistiy pracice to the extent posaible, grnen the statutory constr unts ?

I he pa prescnprion copay ments may be adjusted penodically based on experionce
with the ungform formulars, changes m cconomi arannstances and other appro-
e factors ™ Ay such adjustment veguan es the vecomme ndanon of the Phaimacy
and Thorapeuties Commuttee and approval fom the Assstant Scactary of Detenst
tor Health Affans Howevar, amv such adjusted mmount has (o moamtam compliance
with the rcqunements of fedaal maximum nonlormualary cost-share mus ™ lo
agntheantly change the upper ot of the nontormulary cost-shate, a statatory change
would be 1equired Cmrently, Congress has placed a moratorum on mereasing
phiamacy cost shares, which woeuld contimue unda both the House and Scnate
versions of the Nartonal Dadense Authonzatien Act fot Tiscal Year 2008
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David Wathar, Comptrolla General of the United States, encow aged the Tash Torce
to imesngate whether 1 RIC ARL cost-sharing requuements should be brought mto
panty with those of otha pubhe and private pavers’ and to explore ‘how  cost-
sharing 1equuements [can} be designed 1o encourage I RICARE beneficiaiies 1o use
options that a1e most cost-cHrcrent for DOD such as purchasmg diugs through mail
order 1ather then 1ctail pharmacy  * Accerding 1o the Pharmacoeconomic Centes
(PLC) us 1escinch mdicues that mdustry pracuce for cost-shares tor pharmacy ate
equal to o1 less thin 273 pescent ' According to the presentation of Express Scupts
Inc, 1o the Task Fmce the generil1ule of thumb s mail equals twice retail with
commerciil econonues Thus the mail order copayment 1s 1wice that of the 1etail
copavinent, hawever, the beneficiary gets & 90-day supply insiead ol a 30-day supply

David McIntyie m Ius 1n\est presentation to the Task Force, stated that “Dol)
could and should modifs phaimaey co-pay ments to promote home delivery of
presuptions i ieu of 1n store puichases Last vear Congless considered legislation
that wonld make matl mder phaimacy mandatory 1 do not believe 1t 1s necessary to
gothatdar davdop a program that presaves indn idual choice but encomages and
mecntiviees use of mad order o1 home ddnery of prescupuions” * United Mine
Workery” 1992 Plan and Combmed Benchit Tund h ne virtually no monetary
meentives (o use ma) sarvice and have very low usage, howeses, the 1993 plan

uses finanaal moentnes and has incre ised the parsapation rate in the mail

se1vice progiam to 49 percent !

Eecommendation 9

Congress and Dob should revise the pharmacy t1e1 and copayment structures
based on chinical and cost-ettfectiveness standards to promote greater incenuve to
use prefared medie inons and cost-cifectne points of service (see lable 3)

Action ltems
* [he tier structure should be as follows

=T 1 Prdoncd—predaned medicauons o melnde selected OTCs,
cont-« Heatne by imd products, genernes

- T 2 Other formulary mcdicanons
—Twr 4 Nonformulary medications

=l 4 Speanl Category Modicatons—ay expensive, specaialty, and/or
botcchnology diugs sith a maendaied pomte of scivice The Dold PFC would
speafy the tia for cstablishing the copayment and point of saivice for the
most cost-cfeane delivery for the speaal modicaton

50 David M Waller Dol) 21t Continy Health Cane Spending Chatienges Apmal 13 2007 Sude 27

3! Wade Fifler Da ¢ bretzke DoD) Task Force mi the T uture of Militars Health Cave Buef Agoal 11 2067 Shde 47

52 Nuwes Cifhrede Steon Miller 4 Disewsson w ath the Departmend of Defense lask Force an the Future of Milviary Health
Care Aprd 18 20067 Shde 17

53 Duvad Motutvee Testrmenin before the 1asd Foree Marcd 28 2007

54 1M I';I’A Health and Retoewent Funds Ouireach Programs Ceneviis Mad Order and other Healtheare Sevi s Apid 15
20007 Shde 13
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Table 3 Proposed Pharmacy Copayment Structure
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Copavmenisor Lo 1 nd 2 diugs only should be apphiced agamst the catastiophic

c1pm mdar 1o dine banchaary bohavion 1ow ud the most cost=cdfectne micdic inons
Fov exaniple, the copayment for a Ta 2 dhug usmg thercanl pomt of saovice would
rosultin yaarh copayments totaling $300, which can be used agamst the catastrophic

cdp

o Congicss should

— Grant authonty 1o Dol o scleandy mchude OT G medications sn the formu
lary bascd on chimical effcainancss and cost-effccrmnencss as ev aluated and

recomnueneded by the PF(

— Grant authonity 1o Dol to mandate the pomt ot service for cartam carcfully
selected nredications (Speaal Category Medicatonsy based an prior estab-
Iished criena that take snte consideranon Ingh chimeal rish, short supph,

o oxtromie cost, 48 rccommended by the PFC

Dol) shosded conduce a palot program mucgraung the Pharmacy Beneht Manage-

ment function withim the managed care support contiact m one of the three
seruice 1o gIons to assess and evalu e tho impact on total spend and outcomes
This palot shiould test and evaluate alianaine approaches, successfully nuple-
monted in the prnate sector, that would seek to 1educe the total health care
spend, marcase mul order use, better mtegrate pharmacy programs and
chimical care, and mamntam o improve beneficiary satsiaction The goal of such
a prlot program would be to achicve better total fimancial and health outcomes
in the MITS as a result of an mtegrated phatmacy service The overall 1esults

m total costs and health ourconacs 1 this one region should eventually be
compared with those 1 the otha 1egions to dearming the best approach {or

the MITS 1n taams of total spend and outcomes



Qther Issues for Consideration

TMA's Now Qutreach Program for Effectiveness in Increasing Mait Order Usage

Grven that only 7 pacent of 1RICARE baneficiary prescripnons are filled thiough
FMOP, while 20 parcent uc Alled by m ol i the commeraial sector,” PhRMA
recommended to the Task Force that Doly shonld devedop e ducational campaigns
promotmg awarcness of the malb order option and its substannal benefits” * PhRMA
fnnther recommendod that DoD should work with providers sssuing prescriptions o
FRICARE bunchaanies 1o educate them about the mail order opuon ™

hotestumony  TM A reprosentatnes cied the Prnady Act as i obstadde to inferming
banehoanics abont then option to use TMOP Congress coacted the Privacy Act of
F974 * to sateguard pudmadunad prracy contamed m fodaal veconds The Act provides
wdinvaeluals wath the night 1o access and amend records owned and held by fedeal
agencies Tho mtent of Congross was 1o balance an mdimaduals 1ight to puvacy with
the government’s weod 1o m ant i mior oo abong mdimiduals The act restcts
the use of the datr colleced to those uses disclosed o ndiadaals fromwhom 1he
datawas soliated Using dwa toimprove the qualis and cthaonay of care under the
MHS 18 a disclose d usage “which s panutted The Dedense Puvacy Otheer has
consistenthy starcd that the Privacy Act allows the use of pasonal information for
educational molings but not o1 markeung mailings—that 1s, frequent contacts with
4 bencficary aomcaming the sime subje et wonld probably consntute markenng and
as stich would bo prolibned " Thus, although thare s no blanket prohibinon on the
usc ol a matlad hvar 1o benchaanes esplarung the cost hanofus of using a maid
order system rather thin the nadiionally more apensve raral system, the fiva
must be focused on cducanon yathar than on matketng ' Fducational material s
aceeprable, but marketime matcyrabis not Addison illy, thas interpretation hinuts the
govanmant s aluhite e contact beneficianes as lrequensth as occi s im commercial
pharmiacy bencht plans ®

Histonically, not e nough anlormation has becn av vlable to beneficiaries about TMOP,
md this has becn partnilly nealt of madequate education However, on August 29
2007, TMA launc hed s Manha Choce Center (MCC) fon TMOP MC G provides
assistance 10 TRICART henchaanes from customer service 1¢presentanives m o1 des
to case the TMOP 1egistianon process, o help build member prefiles (which are
requned to use TMOP) aned to contadt the phisiaan to obtan new preseiptions and
{forward them to TMOP for processing The goal 1s to make the switch hom retail to
marl order vintually cfontless fin heneliciaties The mail orde phaimacy can save
benchicarics as much as 66 pacent on medicanons {or condinons such as high bloed
pressuie, asthima, and diabctes # The beneficiary may 1ccave up to a 90-dav supply
of most medications {or the same amount they would pay {or a $0-day suppls at a
reta]l pharmacy In additon DoD pays 30 to 40 percent less tor prescripuons filled
thiough the mait order savice compared 1o retall pharmacies *' Dol>’s savings could
be substantial—%24 mulen per vewr-—with just a | percent shaft of presciipoions
from retanl to mail erder ¢ Since its openng, MCL has 1eceved 48,887 requests fo
comersions Of those, MCC has comverted 38,541, and 4 888 are i the conversion
process "

25 PARMA Buieftothe Lask Fovee dfndd 25 2007 Shds 29

36 Ihid  Sfide 30

57 Ihid
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59 TMA Response o Memo SUBJFCE Tteguat for Informateon wn 13 and {Phavw Contract Actisitees Oclaber 5 2007 § 1
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61 Michael Rebewser Dold Office of the C encead Counsel Respowse to fa k Firee RFI June 19 2007
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65 Ihid
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The MCC Commumnicavon Plan mdudes the follow mg cducational strategies !

*» utthize TMAS communcations and customer suppott outreach mechanisims
{e g, newsletters, bulletin, annund marlings, e-mail distzibution, website),

* utihize the managed care support contractor s voluntary chstribution of
information threugh websites, selective mahings, and distnbution ol MCC
commumication material to TRICARL Service Centers

* publish adver nsements i1y avanety of pubhications which will be pasd {or by
Lapress Scopts, Inc, the mail order contiactor, and

¢ target henehaiartes who aie high retail users of high cost medications with two
leiters educ iting them on the value of using TMOP

Guen that TMA vecnihy helded this new educmenal imiarne its plan must he fully
mmplemented and momtored lor etfccineness una eased TMOP utlization} and
res sed as necessary

Innovative Approaches and Cost Benefil Analysic

Lhe Task Yorce conmdeared other exisiing models with the MHS o phumao
senvice delivery, sk as the Departmem of Veter ins AHairs (VA) Consolidated
Mail Quipanent Phonniacy (GMOPY, the use of Dol rehill centers orthe use ot g
cenitalized gh-dollar phatmacy Although these options appeared 1o have son
positne teatures the Lask Force did not behieve that they have been adequately
evaluated m rerms of goals, costs savings, o1 requaenients

VA CMOP In August 2000 a 11-senvice wortkmg gronp recommended processing
1efhllsin a comnalized 1ehill center The M 1T Rehll Mairl Service (MRMS) mriame
was destgned 1o rccapine proscnption worhload from the retail network and to ot
a cost-etfectnve, value added service w Dal) benchaaties by gnang thom an oplion to
recene thert 1chlls through the marl at no expense, as an (slension of ML senaces
The MRMS prlot program staited i September 2002 and concluded n Septembes
2003 1 he pibot sies miduded Darnall vy Commnunes Hosprtal, Tort Hood, Texas,
the S77h Modical Group Kirtband Awr Tonce Base, New Mexrco, and the Naval
Mectic al Contar, San Dicgo, Californie (NME ST Becanse the outcome of 1he e
showe d no discanable amount of tecaptincd retatl workoad, TMA discontimued
fumeing o1 the ovarall program Nonethdcss, NMOSD has contmued the program
{or s comUmente. NMOSD cunentdy maids 86 porcent of presanption rchllvequests
NMC 8D also has seen othet bonchis ™

e a July 2008 CMOP swivey indicated a 94 pocent pationt satistachion raimg (v
good to exeellem),

s improved NMC ST access Lo are,

* decreased unnecessary irdved to VT, with sigruficantly imcicased avartainny
ol patent parkimg,

* 4 3% pacent techucion 1 new prescnption wait tne,

* 300 fower patignts warting lor phdl MY SCIVICs, mnproving the e romuont
of care,

*» has become ¢ssential o the successiunl dddnay of presaaption semvices duning

limated base access that has rosulted rom imcreased secunity precautions
since 2001

67 RADM Liemans McCanne - Chief Offe of Pharmesentioad Opesairons FTRICART Maunagement Artrnny. Revponse ta Tiesh,
Foree RFT October 26 2007

68 Cender for Naval Anghses MIT Reffl Masl Servier butsetve Prdob Fiseal Year 2003 Repent LHM L2065 42
December 2003
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Mihough the program appears tommprove servace, DoD has not nigorously analyzed
the full costs assocrated with it 1o assess vetin on wwvesiment The decieased MTF
workload savingsweire reallocated to improve other services at M1 Fs but addinonal
costs of outstmuumg have not been suifiienth quanufied Furthenmore, it is daffacult
to compare average costs with other points of senice, grven the current accounting
stnucture Timally, there h s been no detailed analysis of the impact to TMOP when
medications are also mailed to the patient s home but with a copayment

Thete 15 a currant proposil to expand this program to the Mapenal Capital Region ®

Wiight Patterson “ High” Dollay Drug Program © 7 In December 1994, the Au Force
Sutgeon General sponsored an imitiatie to centrahize the purchase and provision of
high-cost diugs for An Foree beneficianies The imuatve was implemented at Wiight-
Patterson Medic il Centar (WPMO) m February 1995 T he program targets lugh-
dellay drugsequered for archinney small por ton of the benehaary population—
nems that are least kel to be w ulable at smaller MTFs Medicatons eligible for the
progran must have a nunmaom eost of $300 per mdinidual mder (1e one menth s
supphy) MTEs are not requured to use the progiam but it s v nlable as an alternative
Procurement aption Requests o1 support are patieni speafic and indude diagnoss
and dosng rogimen Vhe MY temams esponaible tor disponsing, counschng, and
interactng wit the pavent Aflrequests are 1cvewed for appopniateness of therapy
and all doses aae 1ecalcnbucd indyathed by program personnel Items depart
WPMC with contment i United States delnery by noon the next day  overseas
shupments average 4510 60 how s in transit The program curiently opetates with
two technscaans and one phamaast In 12 vears the programs budger has grown
front 3 nullion 10 %27 nullion (see Figuie 4)
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This ptogiam has supported 13 244 Acine Duty members 1itnees, and de pandents
from all of the services and the Magonal Oceanic and Atmospheric Ademmustr ation,
proviching 219 ding enuues (434 line wems) to 92 {facilines The average cost per
prescaption m Fiscal Yen 1995 was $533, compared to $812 m Fiscal Yea 2007
{see Figuwie 4) The current highest cost prescription 18 $22 003/month
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Tooalhistrate the potenual s mngs for the MES, 1 Piscal Yean 2007, the progiam
expunded $4 4 antlron on 1 e d (3 784 prosapuens) and §1 9 nulhon (2 451
proscuapiionsy on Humna Both are packaged as a 4-wedk supply, thus thaowonld
he T proscnpnon Llls moa 32-weck year Ciment Federal Supphy Schedule priang
on a four-wedk supphy of Enbred 50mg fat the recommended standard dose) 15 $720,
and Lo Thimara 40mg 1t s $693 The cunent nctwork cost for Fobred S0mg s

%1 422, and for Humira, i 1s about the same ¥’

Colorado Springs Rehll Tacility ™ The 2000 Pharindcy Reallocason Study idennficd
the need o combime and redllocate Dold pharmdcy 1esources reeapture presaiption
worklead, and improve patent care T The study focused on1egonalizing the
presonpuott sefillimg process The Ti-5Seivice Pharmacy consultants reviewed the
study’s proposals, cvaluated cxisting phatmacy auwtematon cquipment and systems,
and identilied potential contbined 1¢ (il processing center siees They selected the
US Au Torce Academy 1o be the pilot Jocanion for processing 1chlls for MTTsn the
Pikes Peak Region This laaihity processesaefill prescriptions lon the MTEs 1 th
Pikes Peak Region to include the US An Force Academy, Peterson An Force Base
Buckley Air Force Base, and Fout Carson Dilled prescniptions are courieied back to

72 Nanoy Mised Chuef Awr Foree Bhgh Dollar Drug, Program Respuise io Tusk Fosee RFL Ortaber 21 2007

73 L Col Scort Sprenger Pharnay Thght € ommeider USAT Acadeny Response lo Tak Toree RFV Apred 19 2007

74 PUMA Svstems fac Foaduation of Pharmacy Resowres Allocation T onduatg, Best Busiien Practices und Commeretad
Technologres to baprove Delvvery of Pl ewtieal {are i the Miliary Health Svdem August 16 2000 §
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the MTT Couna operauon wiangoments differ by paioicipanng locauons Fort
C vson and Buckley An Force Base contract with the local Prime Vendor counier
service 10 delner 10 cach respectne wte Peterson An Force Base and the LS An
Ferce Academy counter then own 1chlls back to the dispensing locattons using
government-ow ned velucles The sefill center which began operations i Maich
2004 opesates 6 dnsmeck, approsimately 10 to [l howsiday Strengths of the
program mdude the follow g

* MTF space Consohdung 1cfills at the yefill center allows each MTF to maxi-
mivse staff and local ste artom 1iton 1o {ocus on hew prescriptions, which take
the most time and enes gy to fill

* Patent satisfaction Locd M1F dedicion to processing new prescriptions
1educes w ut times bed mce there 1s no need to sh e automation with rehll
opeldtion runmng concutrenth

* Quality accuracy, and panent sifety. Utilizing the enterprise pharmacy soltware
unplements built 1 salery protocols (bar coding and digital tmaging)

* Manpowel An Force nnmng standards designate that there should be 22
posittons 1o handle exrsting rehll center workload, however, at this ime only
12 peuple ue nceded to stalf the rehll center

Ihesc imtsatnees st ite miney s e approdches to phaimacy management DoD
should continuc to axonage novd approaches, but abso should conduer cost benchi
malyses bl e recommendmyg widespread adoption i the MHS

Legal tssues i Pharmacy Operatians

Severab parnupants withun the MHS have 1aved state regulatony requiretnents as a
lisionwal and potentni] b e w ethaent pharmacy oporations Acefledied i the
Code of Tedoral Regulanons  amy State or local law 1elating to health msurance,
prepasc healib plans, on liodih cne delnery on bnanaug methods 1s preempted and
docs not apply m conneenon with TRICARE pharmacy comracts Any such law o
Tegulation pursuant to swh T icwithout am force or ¢Hedt, and state and local
govanments have no legal awthoney 1o anfore them modlation 1o the TRIC ARF
pharmacy conttacts”  H these chmges have not saffiaently addiesscd the Jegal
Bavricrs and itfcalies posast, the legal consteamts must be dearls defined and
1a1sed for resolunon

T5 320 T R O§ 199 2N0y2) 1 2Gun)
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)Re’tireeCostd-Sharing

The Task Force was charged to address
“Afternative health care initiatives to manage Fatlent behavior and costs, ncluding

options and costs and benefits of a universa

enroliment system for all TRICARE

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

The Task Force concuded that these isetes are mtanidated and addiesses them
together o tus diynar The Task Force g ippled wath the complex ssue of cost-
shating with st atte i o mamtaming both a generous health care benefu and
a fanr and 1¢ sonable cost shanng arangument buween benehaaries and Doy In
s mtermneport the lask Torce stated that s final report it would addiesy
cost-shanimg, cmolhmon fees copavment levels, and phasean ume pertotds Where
possible, the Task Torce also sought to update cost shatmg provisions 1n 4 mannes
that improves tetnee bbb care Recommend itions about annual indeving ot
premiuns deductibles cost shanng, and tiering werc also delerred tor this inal
]L‘pi)l\

In osder to addioss theose complex issnes propaly, the Lask Foree gathered extensne
infarmanon 1ddanmg 1o 1he shire of costs that showld be Borne by benehiciaries of the
mahitaiy health e ssstem The lask Foree held heanngs nnoling a varety of
porsonncd micudmg Acone Duty personncd, depeonduts, someds, Dob teaders,
military assocation rcpresentatnes, ind othas It examined data on cost shanng m
public tnd pon e hoealth e phns Woalso anlisted the exportise of recogmzed
axperts m the ficld of nulaons health care, as wedl as that of experts in Dol

The Task Tence atfivms the concusions moaes itamrepore that thae should be ne
changesm the iwahh care banddns oblarcd 1o Aanc Duty nubitary personned which
ar¢ dvadable mosth without chaige ro the banahiadines These benefits arc desygned
procpally o mamtam 4 1cadv mihtary, and the mamtenance of a hagh level of
health rcadmess constines one of the Task Loree’s most important guiding prin-
caples T addinon, the Task Tonee recommends no sigmificant changes in costs for
care provided to Aane Doty dependents

T he Task Tence docs recommnd dhanges mthe costs borne by imlitary 1etirces The
Task Torce hoheves that the cost-shanmg rddanonships for the largest program for
1einees {1 RCARF Prime) should he gradually restored 1o leveds consistent wirh
thase of 1996—whon feos and other cost-shanmg elements were bang cstablishod
Compatable changes should be made 1n cost-sharing for other programs that serve
retuees



These changeswill veverse adowmward trend an the portion of the health care costs
horne by retnees According to Deb, unce 1996, mubitary health care premmuns pasd
by indnadoal pilizary retnees under age 63 unlizing DoD’s most popular plan

{ IRICARE Prime} have fallen ltom 11 to 4 percent, when measmed as a peicentage
of tota] health care costs ! By comparison, premiuns for emplover-provided plans
the cnalian sector deareased only <ligduly, from 28 percent 1n 1996 to 25 percent tn
2006 * Fedeal uviliann 1t ces pay ont-of pocket costs of sbout 26 percent of 1otal
costs m the Federal Dimployees Health Benefit Plan (FLHBP) *

Ahhough this dowims ard tend has increased DoD's health care costs, the Task Force
does not helweve that cost presan es shonld be the only diver o changes i 1etiree
cost shanng R uher changes also should be made because rhey ofter some advantage
to retiees, Dol) ind the American taxpaver The Task Force s proposed changes
should provide better healih care to1etnees because some fees recommended by the
Task Force will mmprove DoDy< alufity to communicate health information Changes
proposed by the Task Force showdd meiease stabiliey 1n the beneficiany population,
thus helpng Dol plan a cost effccove hedlth care program The changes also end
the cunzent dowimard tand i costs borne by 1etnees, a trend so out of step with
overall trends withe U S healib o oe swstem that they we untair o LTS taxpavers
Foully these changes are consistent with the 1ask Force plulosephy that benctis
natlable 1o mihit nyv 1ctirees should be vay generous but not free

T this chapter the Task Force desarbes iy recomimended cost <hanng changes fo
1cinees Speahcally, the sk Yot otfers four bioad cate gomes that support the
overall vecomme ndaton to update ind 1evise 1etnce cost-shanng

* Implement a phased 1 maease in cost-shanng for under-63 retnees
« Create a modest cnrolment tee tor 1einces age 65 and over
* Indox selected retuee costs

he lmpu)\c coopdmanon of msuance dTmong under 63 reinecs

Phased-In increase in Boneficiary Cost-Sharning for Retirees Under 65

Lhe Tk Torecrecommends a phascd-m meredse mcosts borne by under-65
vetnces Lor the Togest program used by thas group (LRICART Prnme) thas merease
would resiore the rddionships bemseen benefiaary and govarnment costs that
avsted m 1990 whan TRICARF was hong established  Cost-sharing changes ton the
otha major program, 1RICART Standard, e designed 1o be comparablc o those
for Prume i dollar tarms

Inthe sk Force s vaoen restormyg the cost-sharng rddationships that oxasted when
TRICARF was ostablished makes sonse and scams farr DolY aned Congress reviewed
these redanonships at the ume of TRIC ARFs aication and agreod that there shonld
be somne charges lon wsing the systam T the ensiing yvears baneficary costs have
rmamed fxcd m doblar werms while hicalth care costs have risen shaiply i part
because of improvancents in benchts !

In1ccommendimg these chinges, the Task Force adherce fully to its guding prin-
aple that militars ret ees, inrecogiion ol thenr years ol service to then country
should recene a genarous heaslth Care bonefit Even alter the adjusuments 1ecom-
mended by the Task Force, the costs paid n under-65 military returees for then

bt alth care benefit would be goncrons compared to the costs of almost all private
health care plans and 1o those of plans that a1e avatlable to {federal eilianseinees

! Fhe Miditery Compensaiien Svsfem Compleimg the Draoratvan fo an AN Volunteer Force Repoot of the Deferse Ad tsany
Caxmnettee om Midttary Compense Lon Aprdd 2006 p 79
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The Task Force bedicves that restonng the cost-shinmg vdationships that existed
when TRIC ARL was formed 10 consistent with another of ws guuding prmaiples
tanness 1o the US taxpayer Amciicans torrunate enough 1o have health benefits
pay more fog those benetns eachycar Fully exempting nnliary retnees lrom these
penvasie lends jeopardizes long-term taxpaver support lor the nulitary health care
svstem and possibly for the nulttary compensation svstem 1t genes al

Inueases in cost shaning tor 1etuees may aiso 1educe the meenines for 1etirees Lo
drop thenr prnate secton insur ince and 1ely enurely on TRIC ARL Reversing this
nend will impiove eoordination of msurance among under-63 1etirees, an 1ssue
addressed more [idly 10 a Jater section of thas chapter

The Tash Force does not believe that changes m cost-~hay g for 1etnees should be
utade only for hbudgetary 1casons For this reasen, and alse because of time lumits
the Task Fuice did not ptyiom darated behavioral and budgctary assessments of s
recommendations  The Nisk Force 1ecommendations would yeduce DolY costs and
tree up resowces that could be vwsed for other nuhitary needs Howeven, the Tash
Foree believes that miitary budger problems should be vesobed primanihy i other
ways Moreover the Lask Toree notes that its rccommendations will do no more
than stow the 1apud growith i future DobD health care costs by 1 small imount
Cost-sharing changes will at mmost compuise a small paitof the solution 1o problems
of Do health care cost gromith

I he 1emander of this sccuon deseribes the 1ask torce s iccommended changes in
four TRICARE catcgones Pooe Fanndy, Pome Single Standard Fanmly, and
Standard Single

Prime Faruly

I'he Yask Foree tecomne seds 1hat the average cnrollment fee paied for inunder 6%
retnee m 1RICARE Piimc 1 nnily shiould 1ise gradualls frem the conrent level of
$460 per vear o 10 avarage of $1100 pet vedr (o hom thowt %44 4 month now to
about §90 « month) Fhe actual amollment foe for a famly i a putcnlar year would
1 flect g and mdoang as disossed below

Ihis mercase 1estores the 1996 1clasonship botween the fee pard by benchaancs
aned the costs boance by the govarnment, bascd on a conservamo motrie Between
2000 and 200%, Prime Famuly costs for endian care (that 1, exdduding costs of
Malitany hreatment Taality [MTF] care fon Prime bendficaries) giew by an average
ol about 75 percent par vear based on data supphed by Doly The Tash Torcd’s
proposed merease mothe entolhnent foe s conssient with this igme, avwell as the
assumptzon that Dol and Congrcss agree to make changes m the emollment fec
2008 (11 changes begm after 2008, they should be mdesed naing the cost indes
discussed below)

The Tash Torce purposcly chiose 4 conscivating Biaric o use 1 restonng this formen
oot sharmg relationshp The mcerie s based on growth in Prime avilian care costs
but s also consistent with many other pubhic and private scetor meties It for
exmple, consistent with growth in per capita Medicare costs from 2000 to 2005
which maeased by an wvarage of 73 percent per vear exdludmg the etfects of the
new Pare I3 bencditsh® data nom the extensive Medical Expenditure Pand Surivey
{(MTUPS} compiled by the Department of Health and Tuman Services (which suggest
average growth in private plans of 7 percent per vear tom 1996 to 2004), and
growth in prammums 1n the FTHBP (which grew by an average of 6 7 percent per
vedar hom 1994 to 2006} 7

3¢90 Mlitany Health Care TRICARF Codt Sharimg Proposals Wanld Help Oifset Tncrewang, Health Cave Spending but
Projected Se sngs Ave Dikedy O wiestimated € 40 (07 647 Wandumgton D0 Moy 2007 5 2
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The Task Force notes that 1t could have chosen a plavsible metiic that would have led
to a ssgmfrcantly higher proposed cnnollment {ee For example based on Dob data
Prime costs mcluding costs of MTF ¢ ne @ew by an average of 10 percent per year
from 1996 10 2006, while Puyme costs fon enibian-only care grew by 8 2 percent per
vear fon the same penod ¥ The use of ather of these two metrics—both plaustble m
this comext-—wonld e resulted i hisgher emollment fees, 1anging hom §1,180 to
41,440 per vear Howevas, the Tisk Foice intentionally chose to be conseivain e in
rccommending change

An avarage emollment ee of $1100 per vear 15 generous compired with that of
abmost amy other health cue plan, canswmg consistency with one of the Task Torce's
gukhng punciples Emiollment focs for a sample of large plans under FEIIBP range
from 41 820 10 84 620 per year " MEPS ind I user data suggest that a lee of $1,100
would he more genaous than those olfered by approximately 73 to 80 percent of all
orgamzitions m the prnoate secior thor offer health care benefits ' Tt s also impor
tant 10 note that approsam el 40 pacent of prvate sector entucs offes no headth
care benchis at all 1V

Tiermg [he Task Toree behieves that, for equany 1¢ asons, militany 1ctiees who earn
more mdiary retned pay <hould pav visghes enmollimem fee than 1hose who earn
less Whyle thus "namg’ approach s not commaonly used 1n the private scaon for
cmollmont feos, the Task Tarce hadreves it makes sense 1n a nuitary emvnonment In
is Sustanung the Mhilitary Health Bonefu propoesal, senmion Dol leaders 1eached the
same condluysion !

Fhe Task Toree recommends gt emollment and other tees vary depending on the
Il of retred pay Speafically the Task Toree recommends that anolliment fees
should vary o1 rcees cuming nnbitany vetned pav m thiee ranges $0-$19,999
$20 000-539,909, and $40 000 oy lugher A the low end, the 1angc would include
promatithy enhsted pasonael The lngh range would constst prmianly of ofhicer
porsonnel, whide the meddie tar wenld mdude a nus of both

Fhe Task Force bobies os thar those i higher ranges should pay o lugha enrollment
{fee but not a propornonally Tughar onc Speahcally, the T sk Torce recommends
Tl pnepottnon] namg” Unda the hall-proporuondgl appoach, a 100 poacont
differonce an avarage retned paowould vosalt i a A0 peraent difforonce m the
ermollment foc tor Prome Tannly amollees

Detaled calenlanons are based onctnad pay counts and 1atned pay Teveds as of the
end of Tiscal Year 2006 The Task Torce fust caleulated awaghted avaageo ramed
pay m cach of the thicd ters maghted s numba of retrees) The waghted average
retned pay was used m calenlatimg coroltiment fecs based on the hall-proportional
appinach

B Ry tf Opret Hoalth Beviefits and Finovewd Plonring, Office of the Acor tant Secietars of Defense Hewlth Ajuny Response
ta Task Farce fin Reguest for Informatinn Augast 16 2007

9 Se v iu chechbank e fue ohap2 1 07aparchsetur it ife Coprazght 2007 (Owdine gurde to headth vusuvance plans for federal
hewlth emplavees 2007 — HMO tables Faofox 14 sitr wved)
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Cypendiire Panel Survey (MIPS) In weenree Compronent {Data compiled h Richard Reach and tolleagues TS (entus
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to extomated 2008 leods By inereasing them In o percent a vea
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Do) should propose and Congress should approve indexing the 1ctired pav 1anges
each vear that are the basis of emolliment fees, based on the percentage change
retned pu Otherwise “tier creep” will occur—that 15, more and more retirees wiil be
pushed into the higher tiers

The Task Force also consdered bisng tening on pay grade at 1cntemnent, but
1gjected this ipproach I entollment fees are based on pay giade at 1etnement, and
olficey retirees pas a gher fee than those who are enhsted, a substantial number of
relatively Jumior officer 1eurees will pay « higher emollment fee than semor enhsted
renees even though they recene 1oughly equal amounts of retired pay The Task
Force condluded that basmg tering on pay giade atiretnement would be mherently
mequitable

Phase-In The Task Force 1econunends that changes m emoliment fees should be
phased i gradually to panut setces ume w plan Specrheally, the 1 sk Force
1ecommends a phdse-mi period of {our veais

Unfoartunatels, mylitary health care eosts will not remain staue dunmg this four vean
phase w perod Without adjnstimonts Jor dhanges i par capita health care costs, the
1eionship beween the entollnent fee and costs—wlueh the Lask Force secks 1o
10st01€ 10 1990 leveds—nall ot be prescrved  1he Lask Force thadtore 1ecommends
that enrollment fees aftar vear one of the phase 1n penod include an adjustment for
1 previous vears growth m por Cipita military health caic costs The adjusiment
should be such that, atter the {on vcars of phasean, the fce would equal the level
proposed by the Fask Force as edqusicd fon all growth m per capit + military mecicdl
costs A sechon bedow descrbes the mdes 1o be used to make this acdjusument

Catastrophie Cap Lhe cap on ot our-of-pocket costs 1s paruculith important for
1hose 1ctitees who are most v ulnerable becatsse of substanual haalth e costs The
Task Force raviewed the cap un ight of 15 other reconimenid wions midudimg the
nuied enrollment fee

Awer tevienang the atasoploe cip assue, the Task Force recomnicnds that the cap
be set at 32 500 The cmofhnent fee—wlnch cunrently counts 1w d meeung

¢ ip—would not count tow ud mectmg the cap unda the bask Ticerecommenda
ton, but copaymenis for T 1 and 2 deugs would count (See Chapra @) The
yecomnnended e dncion m the catastophic cap roughly 1eflects the size of the
cunrent enrollment foc for Prune Famalv emollces

1he proposed cat soophic cap would be genaious by private scaon standareds
According 1o data gathared by the Kaiser Iinuly Foundation, a cap of $2,500 would
he more gencrous than the cap provided by 85 10 90 pacent of the prvate seeto
campanies that ofter hoalth care bendirs ! Inmany of these private sccto plans, the
crollment fee docs not count toward meeung the tap

Compared with the aurant approady, the proposcd cap also s mote consistan with
othar Task Foree recommendations With tiening, the amollment fed for retirces with
lughet yetned pay wonld equal morc than two-thnds of the catrent cap, but the fee
for those with lowar 1etnned pay would cqual only about one-third of the cap Not
countng the Tee toward mecunyg the cap elimingtes this imeqnny

11 RAND dnnbyws prepared for Yask Force frow hanes HRF £ 2006 Annual Piplover Health Renefits Survey Medieel
Tpendituze Panel Surt e (MTPY) Insarance Compronens (Bnia compiied Iy Richard Keach and colleagues U% Cenwn
Bureau) and Millanon Health Cost hidex Repart (e tober 2007

15 towts | Manane el ol Acetioned Defense Research Fistetute and Rand Health (o fen Health tnsance Options of
Military Relrrees Fandengs Diom o Pulol Mudy 2007 p 47
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The T 15k Torce does not iecommend innuil mdexing of the catasnophic cap
ITowever DoD should assess the fovel of the cap at least every tne yeairs i ight of
uends m the pubhic and private sectors After a 1eview, Cangress should grant DoD
the authonty to adpust the p, o long as the adjustment does nat exceed growthm
the cost mdex discussed below

Copavments Retuees who use Prime Fanuly currently pa modest copay ments when
using mecheal setvices 1ihe other featines of Prime, this copay ment has not been
adjusted smce the nad 194905 1 The Tash Foroc recommends a one-trme adjustment
m the cop nment levdds vang the ~me conseryauve approach adopted tor the
TRICARE Preme Cnrollment Fee 1 hs adpustiment will more than double the
wopaymnts The mplemontanen of this idjustment should be delaved for 1wo vears
m ovder to pernnt the sequared contraciual changes ind o pernut 1etnees to plin
for the fngher copayment levels

Inorder w promote preventine « ue sexvaices, the Task Force proposes that certain
medic} procedures be exempt 1o cop nvments Specifically, Dold should estabhish
a It of speathed dimeal privamne sanvices for which there wounld be no requured
copay nent

1he Lask Yorce doos net rtecommend anmil mdexang of the copayments 1n order to
noid the confusian assocrated wuh eguens changes melanvely small fees How-
evat, g patedic 1eassessment of these copayments should be conducied at least every
five vears Atter ateniew Congtess should gram bob the suthoniy to make dvinges
m the copavinent fevels sodoug as those dhiinges do not exceed the growth i the
cost index recommended below

Overall Results Based on the sk Force recommaendanions, Lable | liows the
vecomme nced leveds tor the Proime amly kmollment Fee, assunnng that Lask Foice
reconatendatans ave (nacted i 2008 1 he 1able shows the fee assunnng no growth
m por capita mlitary healith ¢ pe costs Actual fees atter the hirstvear wall be haghar,
depending on the mrowilnn per gt heahb care costs Tees are shown at both the
mnual ind monthly levels

Table 1 Ancual/Monthly Envoliment Fees for Prime Family Betore
Proposed Indexing!
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Prime Single

The Task Foree recommends ratannnmg the e rent rdanonshap between the coroli-
ment foes fen Prme Fowly and Smglo—that s, the Single tee should be half the
Vamth fcc Data hrony the haiser Tk Toundation survey of proawe health care
bencfus suggest that single fees are rclamnedy smaller i the private scetor than famly
fecs-—typically about onc quanter of the famuly fec ' But the Task Toree {avors
honoring the lengstandmg one -hall relationship

Al other aspects of the Prime Singlc pnogram should be changed to match the Task
Force rccommendatons for Prome Tannnhy Tiering would use the same approach
and the phase-in approach would be idennieal The catastrophic cap would be set at
the ~ e Jovel and Tollow the samc 1ules as Pume Tamals, as would copay ments

Bast <l on these yecommendations the anrolbment lec fon Prme Smgle would be hall
of the foe shown m Table 1 for Trime Tamuhy

Standard Fanily

The Task Force recommends clvinges m Standard Famuhy that are compaiable o
those for Prane Finuly Speahcadly the Task Force sought changes in Standard that
would be simalan in dollar valuc to those m Prme Because Stmdasd and Pram
chffer markedly m the siuciure of then cost sharng—>Stidard currenthy has no
callment tee but a high dectictible, while Prime has an emoliment fee but no
deductible—the Task Force concderced fecs and deducables 1ogether when making
1ts 1recommendations

Fees [he Task Force rtecoommeneds « maodest ennollment tee for Standard Famuby -
speaficdly 8120 per vear (510 per month) Because of as smoall size this fee shoulkd
not e tered but should be indeved nsig the method noted below Those benehiua-
11es wishung o use phanmacy bonelits only would be requned 1o enioll and pay the
cntollment fee

An emollment fee s new to Stindard, which cunenth does notequire emollment
o1 a fee ™ The Task Force does not propose a new enrollment {ee (6 save money

R tthes, 1 would help impiove health ¢ ue for Standard Lanudy partiapants, beeanse
through this medimism DoD will know who thes te and thus can betier conumuni-
¢ il health care mtormaton o than The Yask Force also believes thiat Do) should
spenel 1 portion of the added 1ovenue gonerated by ths new fec to mere ase the
number of healilt cane provaders avatlable to Stmdard vsers and hence improve
aLLess

A modest fec for TRICARE Standard also imposes some pasonal acconnt ibility

for health cire costs on all those vsniig Dol he ilth care programs The Lak Force
supports this nouon of personal account ibality | he new fee 1s consistent with the
Tash Force philasophy that health care tor malstars v ees should b quae genaous
but not enurely free

17 RAND Analsn preprred for Jasd Turee from Kaper HRET 2006 Ananal Tupliner Heqlih Renefits Survey Medial
xpendiinae Penel Survey hivarance Componesnt (Date compied by Richard Keach and cotlearues LN Cenvus Bivosn) umd
Mafliman Health Lost Index Regort Oclober 2007

18 TRIC AR Fundomenials Cotre Parhwipent Cade Marede 2007 p 8




Deducubles 1he Task Force 1ecommends inaeasing the deductible for Standard
Famih to an nerage ol $600 po vear bedme narmg The deducnble should be tiered
using the syme approach as for Pume Fanubh To promote the use of pieventne care
serviees the Task Force recommends thar Do) ereate a hist of speuhed preventive
cdre senvices—the same hse as the one tor Prame copay ments—that would be paid
andar Stmidard Fanuly, cvenaf ¢ lamily had not met xs deductible

Tor the sake of simplictts, the deductble would not be automancally indexed each
vear However atleast once every five vears, DoD should 1eassess the level of the
deducuible, taking mto account not enhy tends m mulitary health case costs but also
the relationship of costs and cost shaying in Prime and Standard  Congiess should
gramt DoD the withonty 1o mochify the deductible after avesiew, so long as the
change does not exceed gromth i the cost mdex proposed below

Overall Assessment 1he new Stand nd banuly Forolhment Fee coupled with the
higha deducible 1ogethar result m ont-ol-pocket cost mcreases that would he

sl v o those m Pome |annly ssunnng that Standard tamihes pay the full
dedizenble A Stindard deducnble avaraging Y600 per vean, coupled with the new
cntollinom fee of $120, nanslates mto anmacise 1 outl-ol-pocket costs of $420 per
vedd fon those who po both The macse m Prime Fanuly out-of-pocket costs would
he somowhat lngher —$640 pos ve u—bn tdns difference would be ofisct in the
Ingher copayments under Standard

Ihe proposed deducnble, coupled winh the new carollment fee, 15 clearhy gencrous by
peblic md prvate standards The deducuble amount ssrelatively ngh compated o
those mthe prvae sector However, the fec s very low Tor fedeaal enilians under
TTHBP the amollment teg alone for prddeared provider organezation (PPO) plans
bhe ERICARE Standardvanges hom 2 00010 §3,500 for a sample of Jarge plans ™
The houser Famidy Lenmdation dar iy suggest that 80 percant of prnvate comp ames
that offcr health bancfrs charge m onrellmont fee of morc than $1,300 for PPO
plars " Adce of $120 paryen avan conplad with a deducoble avaraging $600 pa
ven ok nhy provides a gencrous hancht for imlicary retnees using TRICART
Stindard

Ihe Task Torce understands thog, for some mdnary retnces, Standard 1s the only
avalablc option Fhose rances canonh chaose a bagh deducnble planwith a low fee,
whaeas orhiv rances can ddea Prmg, which offas ne deducuble bur o igha fec

Othar spods of the Stimdard Yamih ])Lm would murron those m Prime Tamly The
catastiophic cap would be st ar the same Jevel and adjusted i the same mannea, and
phasc-m provmens wonld he dentcal o those o Prime Tamly

Copays under Standard are exprossed as 1 percontage of medical costs The Task
Force recommends no change in the current lormula

Table 2 shows the Task Torc recommendations {on dees for Standard Famuly assuming
that changes are enacted begmmng in 2008 Fees are shown both at annual and
monthh levels Table 2 shows fees and dedactbles assuming no growth m per ¢ yta
nulitary nicdieal care costs Actual fees and deductbles bevond the st vear will be
gha deponding on the 1ate of growth m mcdical wosts

1% Seew cat checkbook argine chig2 V07 cardadturato ofm Copvyaghs 2007 (Onfine guede o health mevsance plans fin federal
heilth employees 20007 — PPO tables Feurfan VA wle u od)

200 RANTY dundyads prepased for fash Tore from harser HRTT 2000 Ausnal Fmplover Hewlth Benepity Surves Medreal

I xpendriwne Pawel Surven (MEPSy Incuraner € omponent (Dade compsted o0 Ruchard Keevh and rellvegues 15 Census
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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 Foreo reconmiendations for deductables fon Standard Tanuh
Dudnenbles are shown prior 10 ain 1 ssossments Actual deducubles could by
higha In ke cpmg with vpcal procnces deductbles are shown onhy i annual
terms

Table 3 Annual Deductibles for Standard Family Before Any Reassessment?
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Standard Srngle

Standard Smgle would feature an collment fec and a deducuble thar cquals half
of those fm Stindand Tanuly In otho wavs cost-sharing under Standard Smgle
would muton cost-shating for Standard Finuly Tienng wonld be the same, as would
the catastiophic cap and the copar formula Under these recommendations, the
emollment fec and deducnibles {1 Standard Simgle are sunph hall of thosc shown
10 Tables 2 and %

Enrolltrig i Standard and Changing Plans

Along with the emollment plan {for the Standard program, the Task Foice ) ecom-
mends new tules regatding Jdiinges between plans The Task Foice recommends
that 1¢1mees be pernntted 10 switeh 1om Stindard to Priune or vice versa only
during o desgnated annual open season perod Retirees who are enrolled na
TRIC ARE program would also be able 10 leave the program only dunimg this open
season Linuts on the alahty 1o swidh among plans ale necessary to preverd retnees
from choosmg 4 plan bised on s gencrasity with regard to a paiticular episode ol
mihta v health care
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Because 1emecs will he able tojom Standard o Prime only duning an annual open
season, spea il cules e tequared o those fnst emerig etmement The Task Foice
reconymends that those antermg retirement be automancally enrolled i Standard
(single o1 Fanuly, depending on then swantal statasy unless they explicnly choose
anothar opuon Latollment wouid he effectne on the date that reuirees hrst 1ecave
retned pav Newretnees would of couwrse be pernuited o elect Prime Fanuly or
Single rathar than bemg avtomancally emolled m Standard They may also opt

out of TRICARF 1logether, but only 1f they make that choce exphatly Anmtomatic
emollnentwill enswre that pasonnel ¢ntening renrement do not tadver tently
neglect to anrolbm a TRICARL program and thon discoves that they must wait until
the neat open season to enioll

Enroliment Fee for Retirees Age 65 and Over

Atter 1evicwing the TRICARL jor Life (TFL) Program for militany retnees age 63
and over, the Dk Force vecommends thoycquinomen of a modest enmratimeont fee of
&120 par vear (310 per month) per pason i THL paroapanon Because of ats small
size the foowounld not he treved bt wonld be widexed The fee should be phased m
oved Tour vears using the sante approach proposed above for under-65 1emces

The Task Force rccognizes that tns praposal 1uns counter (o congresaional mtent for
11D when it was establishec i 2001 7 At th o tume, Congress 1equn ed no auollment
fec on otlier tee 111 beneharines e requnad to emoll m Medicare Part B oo pray
the fee lor that plan *

Nonetheloss the Task Foree Delieves that 4 modest tee s approprate, for saveral
renons Tost and foramost i fee s consestent with the Lask Torce plilosophy that
he Uth conerage tor nubitany vetnces should be very generous, bul not fiee. A moclest
fec for 111 parnapants also requunes thic asacumprion of petsonal accomntatnbing fo
heslth care thiat the Task Force haieves i< ippropuate Imposition of the fee would
be consisient with e new fee recommaarded by the Lask Torce fon undar 63 1ciiees
usmg [RICAREFE Stanclared ane the highar foc recommended for unda 63 1cinees
using 1 RICAR] Prime

Ihis nower fec also nnght be used 1o provide an imaontive tor idmaduals o mmpaove
than hoalthand hoalth cooc Speaficaly the Task Toree recommends that Dald be
prinnticd o wane part o ol the anvollment fee ff TTT partiapants take part m
winaties, spocficd by oD, that arc designad o nnprove medic al eare and Tiealth or
teduce costs

Lhis modest fee would ddeath be consistent with the Task Farce’s desine to provide a
mihitary health carc baancht that s gonctous mrarms of cost-sharing The Task Foatec
1viewed data avanlable fram selected states that have large numbers of military
tetinees (spectfically, Califorma, Noath Carolimg, Texas and Vaginig) The data
desahe Toes for Modigap plans, o good benchmark bocanse TEL essentially acts as 4
Mcdigap plan Modigap {ocs or the popular Plan € i those states ranged from a low
ot abont §1 260 par year 10 a lugh of $2,631 per vean m 2007 2 Lven those Medigap
planswith the lowest {ees sullvequed foes 1anging from abour $290 to $800 per
yedl # Clearly, a lee of 3120 per year par pason would be very generous by private
sector standads

21 Natromad Defen ¢ Quthor abion Acl for Faseal Year 2000 §712{a} (P 1 106 398) 114 Sind 16344 176 177)
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The Thisk Toree recommends this new fee not so muc to reduce costs as to foster
personal accountabiliny and to provide possible incentnes 10 improve health care
The emollment fee, which would amount 1o fess than 5 petcent of the costs unden
TFL, would bimg m substantial sums Buot it would not tundamentally alter Dol?

tends for nulgary medical care costs

Indexing of Selfected Returee Cost-Shares

Indesing yepresents the single inost mipo tant step that can be taken 1f DoD and
Comgress wish 1o revaa se some of the uonds in mulitary health caie cost-shaiing ot
the past decade If DoD proposes and C ongress approves the one-tune changes
1ecommended by the Task Force the cost shas g relationships i place when
IRICARE was being aeated will be restored based on a consernauve menic Lewing
fees wmd deduaides hived m dolla te1ms winle health care costs 11se substantially
and rddentesshy would however quickh arede these relationships This crosion
SECIY 'd'ﬁ{dll o \hf’ Amercan t l\p BEIS W hU must ]()ull]1e]\- pd'l nore tner LINE

for 1hen own health care

The Lash Force strongh 1ecommends that DoD propose and thal ¢ ongress accept a
mcthod for mdexing that w annual and annomane The Task Force weconunends that
indcsing be based on changes 1 per capita nubtary health care costs

Speasfically, the Yask Yoo tecommuaneds that the Secretary of Defense direct the
treanion of a cost-sharmg indes b esed on changes in per capita enalim care costs for
retrees wider age 6% omolled m 1T RICARY Prime The Task Force recommends
nsing onalvn-only ratliea than total Prone costs (induding both aviban and the
AMILE costs for Prnnc bonchaanes) becanse the lask Force and DoD e greater
confidence 1 the acciracy of the covlian care data and s wcditabilins

In devedoping the indey, DoD puas wislito consider some 1ehnenients An mdex
hised on Prime anvilian care costs would he attecied by shifis in the propornon of
par Cipita Pranc costs 1n the MIT< md cnihan care DoD may wish 1o propose 4
nicehnnsm that adjusts the mdes to offscr i shitts Also, the Task Tarcc realizes

th a thes mdox would be based o1 Prime costs but wonld be used 1o adjust costs unda
Stamlard as well Tf data pernut, Dol nia wish to propose a separate mdex b
Standard

The lask Terce rccommends that once Dol has designed ar mdex, the mdosang
mcthod he 1evicwed by GAG Thisyoviow would hddp ostablish the legitnmacy of the
indcsmg approach

Basedd on the index, Dol would auromatee Uy and annualh adjust the ¢miollment
fee fon Prone, Standard and TT1 The mdes also would also play a 10k, desaribed
above, m the panodic re sssessment of the Tavd of the deductible 101 Standard, the
tatastiopine cap tor Primc and Standard and the copavs for Prime The Task Toree
recommends that these 1 civsessinents he made at least cvary five years and that Do
he permnted fo unplomont macases, so long as the mareases do not excced growth
of the cost index defined n this secuon *

25 The Jusk Faree notes thal one of 1t members doagreed cith te imposiizon of an exvoltment fee lor bnepicunes ve TH for the
Jollowong, vearsans 111 benie fieaerien advendy mast e the Medecone Part 8 fee Congren vasettimg wp TFE m 2000 mandated
that TF1 be e alable w sthout any additional fees and the bengfits of the new jee axe nol sufficrend to carzant iy imposiizon

26 Oue member of the Task Fovie believed that the w o of em mdes based o growth m Frone enslan cere ents alone w otedd 1ot
be enterely approprute becuse sk wn indev cowld pass on i retirees mpefficeencies o aedtiee caoe couts it aered b DaDd Fhat
nmemher fuvired mdexig but preferred ot apfroach thal besed the tnder pentiadh an thy medu ol paa b of the Conemer Price
Index (C P MY and pariioly on a producte vy companend simidar o the formet wed vo setling kafntol rembapsentent wider
the Aedicare program The consensus of the Tink Force vecammenided an tndex based an per capida condean care sosl s Prome
bevtsuse o rafitwre changes m botl the price and nseage of health care




Summary of Cost-Shaning Recommendations?’

Recommenaation H

With 1egard to I RICARE Prime Famuly

* the maage enrollment fee pad by an undar-6% retnee should 11se gradually
frony the current level of 9460 por year 1o an avarage of $1,100 per yeat

* The entollent dnd other foes should vary depending on the level of reured
piv Those mthe lngha ranges should poy 4 highes enrollment fee, b no
a proportiont iy Jugher one Speaficalhy, the sk Force recommends half-
prope o d tenng ™ Dol shoukd propese and Congress should approve
mdovng e reued pay 1 mges cach vean based on the percent change in
retired pay

-

Changes i cntollment fees should be phascd 1 over a pertod of fou vears Lo
ponnticnces thae o plan After seanr one of the phase-in penod onrolhnent
fecs should mclnde an adpaistment fen the provious vear s groweh i pa capita
nihzary hoahh care costs The adjustinent should be such that, after the fom
ve s of phase m, the lee wonld cquad the lewd })mposgd by the lask Tore, as
admisted {on all growth m pa capita imbirary inedical costs

[he catastiophnge cap should b set at the lad of $2 300 The enrollment

foe —which aurently counts tow rd mecimg the cap—would not count teward
witthing the tap unda the Task Fore rccommendanion, but copaviments {om
o Tand 2 drugs would count (sec Chaptar 9)

The sk Fared docs not recommend annnal indesimg of the catashophic cap
Ttowever DolY should assess the level of the cap at loast evary five years mn hght
of trunds i the pubhc and prnate scam s After a teview Congress should @ ant
DeD the nthonty 1o adjust the ¢, <o long as the adjustment does not oveced
gronth i the cost index

Vhive shonld be 4 one tnme adjusiiment m the copavinent leveds, which should
he micrcased m the same mnna as the Prine Faaollment Foe, with changes
dd ncd o veams The Task Tarce docs not1ccommend annud] mdoang ol
copaymants howaver, thae shoudd be 1 patodic reassessment of these copay-
maonts al least cveny fne vears Congiess should grant DoD the authonty to
make ¢ hanges i the copavment levels so long as those changes do not (xceed
the growth m the cost mdex

With regard 10 TRICARE Prime Single

* Retan the annant 1cdationship between the cnuollment fees {or Prime Tamly
and Single——that 1s, the Single fce should be half the Famuly fce

» All othay aspeets of the Pome Smigle program should be changed to mateh the
Tisk Force recommendanons for Pyime Famaly Tieng would use the same
approach, and the phiase-in approach wounld be identical The catastrophic cap
would be sct at the s ame Tovel and fellow the same 1ules as Paume Tamtly, as
would copay ments

27 Also ser Appendix j
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With 1egard to TRICARE Standard Fanuly

Tl

Task Foice recommends changes 1n Standard Fanuby that ae compai able to

those for Prome Fumidy Specthically, the 1 sk Force seeks changes i Standard that
would be similar 10 dollar value to those 1 Prime

-

Lodest o ollment fee of $120 par ve n should be implemented This lee
should net be tiered, bw should be nidesed usig the method noted below
Thaose benchiciaries wishmg 10 use phaimacy benehits onh would be 1equued 10
emoll and pav the enrollment fee

The deducuble should be mere 1sed to an average of $600 per vear before
uamg Ihe deductible should be tier ed using the same approach as the one
1ecommencled for Prime Famuly

Ta promote the use of proveitne care Doy should aeate a List of prevenuve
care procedures that would be pard undo Standard Famih and th i weuld not
he subjeet Lo the new deductible

I'he deducnble should not be anomuanicalls indexed each year however, at least
once every e years DobD should e vaess the level of the deducuble, taking
mto account not onlv trends 1o nulnay he deh care costs b also the 1 lation
slup of costs and cost-shanng m Prime ane Standard After a review Congress
shiould grant Doly the authomny 1o modib the deducuble, so long as 1lic ¢h mge
docs not oxceed growth i the cost andes proposed below

With rgard o L RICARF Standard Smgle

»

A medest emrollment fec of $60 porvean shoutd be unplemented

s fec should not be sared, bt should he indexed usmg the method noted
below  1hose beneficarics wislung 10 use pharmacy benehits only would be
requined to enroll and pay the modest cmollment fee

Lnacase the deducuble (o om average of $300 pe1 vedr betore icning 1he
de chuctible should be nered wsing the ~ame approach as the one 1ecommended
lor Prime Famuly

Lo promaote the use of pravanine care Do should aeate a ist of prevenine
e procodines that would be paid nnder Standard Single cven it a honeheany
had not met the new deducnibic

The deducublc should nor be wrom uwallh indexed cach vear, however, at least
onct avary five yaars, Dol should veassess the lovd of the doducnble, taking
mter account not onhy teonds mnnhtay hoath are costs, ot also 1he rdation-
ship of costs ind cost sharmg m Prune pd Standard Congress should gram
Dol the authorty 1o madify the deducnble penodically, so long as the change
docs not owed growth m the cost mdex propose d bdow

With regard ro TRICARF for Life

Traploment & modest cnyalbment {ee of $120 pa persum povear Buaause of s
sinall size the fee would not be ticred, I would be indexed  The fee shonld he
phastd i ovar four vears usng the same approach proposed above for under-65
Letrees

Dobd should be pamitted 1o wane pait or all of the enrollment foc fon these
retnees who tike steps speaficed by Dol to naprove then health or reduce costs
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With regard to indextng

* Dol should propose and Congress should accept a method for mdexing that
s annual and atomatic Tndexing should be based on changes i per capita
mihtary health care costs Indesmg should be ipplied to enroliment fees

* I'he Searctany of Defense should diect the creavon of a cost shanng index
hasce on changes m per ipita avilim ¢ e costs under TRICARL Pyine
Prime ey oo are costs should be userd as 1 basis {for the index, yather than
total Prime costs induding both anabar and the MTF costs fon Prime
henefict inies)

* Once Dol has designed anmdes the indexing method should be 1eviened by
GAO o estibbish the Jegrimacy of the mdeximg method

Action ftems

*» Do should m]plt_me!ll, and Congress should accept, all the cosi-shanng
1ecomnie ndations histed above

* Congress wonld need 1o miike speafic chinges mthe law as follows

~ mochfy osiviing law to change tie emollmeon fee with tienng based oncinee
pay for Prime Famiby and Prime Single,

—¢stablish g foc ton VR ARE Standard with vered deduciles for Tannky ind
Simgle, and

— adjust the catastrophic cap
] P I

Licaddimon Congresswould hiave 1o avthonise the Searetary of Defense, or Tns
desigace 1o make chunges to the anolinent fees and nered salay ranges
avtt e bosod on the newh doedoped Dol indes ind iake changes w
copaviienis decicubles, and the catastropine cap as necessary at least evely
e vo s, making catam 1o stay within the DoD-approved indes

Dol) <hould oxnune the fcasibitiny of e+ ihhislung ether TRICARL options so
that 1M ramces can b assared of having compaable chowes among 1 RICART
optioats such as Pume and Standard

Coordinating TRICARE and Private Insurance

Albunbitaos yainces under age 57 have ccoss to TRICARF, some of tlicse 1etnees
are alvo emplove d and han e aceess to than canplovar” health surance The Task
Foice bohoves thar resobvmg ssucs rcdated to the comdimanion of private msurance
and TRICARF offars the potential to provide retirces with better health care while
also hddping to contol growthoin Dol mcdical costs The Task Torce alsa believes
that iy 1csolution must be stncthy voluntary—that 1y, remees shoudd have the option
of choosing the appioach that 1s best for thein

The tomdmanon ssue comes i sevaal finors, depending on the cover age available
to1ctnces, which, mnnn, genaalh 1elates 1o tetrees employment status One-
fouith of 1etrees do not have access o pri ate emplover msurance # For these
mdnaduals, TRIC ART 1s chear s then mam and onhy insurance, and there ate no
15sues of coordination

28 Foans 1 Maviana ot 6l Nattonal Defoise Revearch Instrate amd RAND Health o nfran Health Pasurance Options of
AMiliiary Refwroes Toedimgs frama Prlot Shuds 20067 p 57
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Some 1an ees have access tr prnate msurance and use this msuiance while also usmg
TRICARE A smvey in 2006 suggested that about half of all under-65 retirees with
pinate msutance also used TRICARE Foi these retirees, Congiess designed

TRIC ARL to be a sccond paver, and most 1¢ tnees use it thisway Nonetheless, there
dare cootdination 1ssues tor this group If FRIC ARE does not know that a retiree has
prmate msuranee, TRIC ARE pavs fst, even though it should not—thereby addimng
to DoD medical costs Also retnees may choose to use whichever msuiance plan is
most advantageous for a parteular episode of medical care This can resulin
less-than-opumal healih care because of lack of coordinanon among providers

under the two plans

Sull other 1etnecs are ehgible for medical inwinance thiough then pinate employer
bucvoluntanly choose to diop that coserage and use TRICARE They take this step
tor an understandable 1eason T RICARL s coverage or cost-sharing 1s more advanta-
geous for them The number of 1ctees n thus group 1s substannal Esumates hrom a
2000 surver of nulitary 1etuees suggest that about 65 percent of 1etnees under the
age of 05, and 38 percent of therr dependents are ehigible ot msurance from the
retncee’s emplover ™ But of those chigible, ouby abour 40 percent elect private cove age
for thumsedses, while 20 peyvcont dect depontdom coverage 1 his suggests that the
majorny (b0 percent) of retirees who are chgible for privaie msurance through thar
onployer are nstead using 1RICARE For these individuals, DoD pavs ail medical
costs, aven thongls they are emploved and have aceess to emplover health benefus

Lo lomer thear health costs some employars previde a hnancial ncentne 10 cncour-
age than cplovees 1o use other soinces of he deh insurance, i available Recently,
Congross prolbited employers hom oflamg thas kind of incentine duected at

[RIC ARE Howener, because LRIGARE 15 panesous m terms of 1ts benchis and
cost-sharing—an outcome that, by design, will continue even after the Lask Force s
1ccommiendations are put i place—ihis congressional action 1s not Iikes 1o change
retiree 1chance on 1 RICARE

I'he Task Force believes that steps should be taken to better coordinate health

msin mice for those under-83 1etnees with iccess 1o both TRICARE and prnaie
crployer nstance. Fon thoese mndnaduals the goal s to ensurc that the 1etircc rehies
on only onc msurance plan, and honee one set of providers, with TRICARE aciing at
most ds a sccond payer tor those redving on cmplover insurance The Task Foree has
dantified two gonceral approaches 1o accomphsh this

* Some rctees would prades to use thar eraplover’s private msurance-—pethaps
bocause they pacer the avarlable providers on because those providars offor
care that v moe comvaent Howower, these reinees dect nor to use t’mp]ovu‘
msur mee hecause the contnibution they must pav for thar private imsudane s
substantially higher than the contribution required by IRICARF TRICARF
would oifor thesc retnees the option of using theu employer™ privatc imsurance
(with TRIC ARF acung at most as a sceond payer), with the government paying
part o all of thar contmibunon o even, parbaps, a poruon of the emplover’s
premutins

20 Had p 29
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= Othar retnees would prefet to use TRICARE, pethaps because for them TRICARE
offers comentence o1 makes available tiusted health care providers In this case,
ind to be sy mmetric with the fust apmoach, employess would not have to pay the
premium to cover then retnee emplovee themseles but would be 1equued to pay
part on b of the TRICARE eniollment fee and, perhaps, a portion of the govern-
ment’s TRICARE costs

Consistent wath its hasic prneple ol apphing a strictly voluntary approach, the Task
Force 1ecommends that 1etinees should be able to clioose the approach they prefer
Thev could change then minds penodically perhaps during an annual open season

How would these apprcaches alfect the com dination and quality of health care for
retnees and Dol s medieal costse [he Task Force did not have time to answer this
nuportant quesnion These comples 1ssues requure more study and a pilet progiam to
test the results ol any paper study

If cost effective, s new policy would 1epresent o win-win situation for mbuary

retn ees, bec wise thay could choose the approach that serves them best The new
policy nught also provide better health care coordmanon tor 1etirees, while slowing
the growth i Dob medical costs

Recommendation 11

DoD should commnussion a study, and then posably a pilot program, anned at
better comdindating imsmance practices amonyg those retirees who are chgible for
prnate hoaldh care inswance as well as 1R1ICARE
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Appropriate Mix of Military
and Civilian Personnel
for Readiness and

High-Quality Care

The Task Force was charged to address

“The appropriate mix of military and civilian personnel fo meet future readiness
and high-quality health care service requirements ”

Dalys cHots to examine medical foree 1cquirements have been inteimuttent In the
post Cold War eva personnel downssang and consirained budgets focused attention
an DoD’s need to determine the appropiate size and mux of its medical force ! In
1991, C ongross enacted Section 733 of the Natonal Defense Authorization At
(NDA V) {o Fiscal Years 1992 1nd 1993 which aadered Dol to 1eassess 1ts medical
personnel requn ements based on a post Cold War scenario 2 Section 733 1equned
that Dol deternune the size and composition of the military medrcal system needed
to support U S doices during a war or other conflict and dennty ways of improving
the cost-cHcennveness of medical care delivered duning peacetime *

The “733 Study”

In Apul 1994, Dol completed the congressionally mandated assessment known as
the 793 Studv ' Although the ~stucy mdduded all types of medical personnel, it used
physicrans to Hustrate kes ports ° 1 cstunated that aboud 30 percent of the 12,600
Acine Dty phvaicnins projected ton iscal Year 1999 were needed to treat casualies
from 2 neatly simultaneous msjoi 1egional conflits ® In Maich 1995, GAQO resihed
that the 733 Studs 1esults ware cre dible and thar its methodology was 1easonable 7
However, GAO noteel that the study s 1esults differed from the war plans prepated by
the comnmianders in chiet for the two anuapated conflicts, 1esulting inainly from
citterent w arhghtuing and casualty assumiptions

Paily for these 1easons, DoD was dhirected o update the study’s phvsican manpower
ostinates o 1eflect dhanges m forces and planmimg 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 Doly 0

FGAD Pattime Medtad Ceane Pervonnel Reyutrements Stll Nod Revolved GADINSIAD 96 173 June 28 J9%6 2

2 Natronal Defouse Authornizalion 4t Jor Foval Year 1992 and 1993 11 102 190 § 733 109 Stal 1390 (1991)

3ibid at 47330031

40 & Depariment of Defense Office of Program Anahyrs wnd Toaluatin £l I eonome s of Sy, the Miduary Medica!
Ltablichment Froewtive Report of the Comprehenve Study of the Military Medial Crre Sutem Aprd 1994

5040 Warieme Medical Care Dervannel Regquriements St Not Revolved CAO'NSIAD 96 173 June 28 1996 p 2

6 0 S Deprotment of Defense Gffice of Program Anabvs and I owelwation Phe Teonomacs 6f Seamg, the Mulitar, Medical
Ltablechment Excentive Heport of the Cowgoeliensivs Sty of the Muditary Medwal Care Sylem dpnl 1994 p 45

7 040 Warlme Meduad Care Abgnng, Somnd Reguoements with Mew Combat Care Approaches fs Key to Kestructuting Fmee
GA/ T NSAD 95 [29 Marck 30 1995

8O0 Warteme Medial (e Personiel Regutrements Sill Not Revalued ( AO/NSTAD 96 173 June 28 1996 p 2
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The 733 Update Study uscd the force stiucnine hom the 1997 Quadrennial Defense
Review {QDR) " It ppovided for a larger physiciin component i the Military Health
System {(MI18) than dud the onigmal study, concluding that 72 percent of Active Duty
physican stuength was requued to meet malitary mussions and peacetune and
trammg needs " DoD noted that the numerical results of the analysis are depen-
dent on the partcular foice siructure and scenanios used in the analysis, and ‘the
mpottance of the stuch hes in the analyneal methods developed to evaluate medical
requnements  'This implied that the 72 percent estimate could be highly sensiuve
to assumptions "

Recent Developments

The dawn of the 21<t centuny conuneed to bung a changing secutity environment
that causced DoD 1o mose wmay hom its two Major Theater War Force sizmg consti ucts
that were unlized during the 1990s In 2001, the Secretary of Detense issued a new
QDR that detailed, among othet things, the force suuctme elements of 1the defense
program ' Fhe 2001 ediron of the QDR innoduced a now concept, commonly
1efencdio as the 14/2/1 force planning constiuct ™ This formula called on DoD to
shape its forces to defend the United States, detcr aggresson and coercion torward
i four aoncal regions, switth defear aggression m two ovalappmg major confhics
while prescrving for the Preadent the option 1o call for a decisive victorv in one ot
those conflicts—mdndimg the possibrlity of 1egune change o1 owupation, and
fnally, conduct a inne d number of smaller-scale conungency operations '

[he events of Scpramber 11, 2001, ancd the 1esulung Global War on Lerrorism
(GWO 1) diove s turther 1efimement of DoD™s force constiudd strategy  Lhe 2006
edition of tic QDR conunuec to emphasize the transformational etforts articulated
m the 2001 edrion, as well as changes in the U'S global defense posture and Base
Reahgnment and Closure stucy, and, most importantly, the operational experiences
of the preceding fout vears  The new force planmimg construct focused Doy on
better defmng s responsbrhues for homdand defonse within a broader nanonal
hamework, maliadmg GWOT and asvinmictiie warfare activaties, to mcdude long-
dwanen uncomantional watare, counterteniotsn, counternsurgency, and mihtary
supportfor stibihiz wan ad wcconst ucion clforts 16 also accoumied for and drew a
distmcton between steacdy state forec domands and sutge activities over mary yedrs

The MHS Transformation Effort and the Medical Readiness Review

The MHS transformanon ¢Hort for the QDR procoss was designed o provide the
Jomnt Toree with best oparation sl modiome snd foree health protecnion i the world
and dddiver ngh-quahity health carc to DoD'’s 9 2 nnllion ¢hgible benehaaries ¥ The
MES QDR procoss wdenthied 18 imiaines acioss 4 focus arcas—tianstorm the toree,
transform the mbasoucture, nansform the busimess, sustam the benefit—rto chsure
successiul transtormation withan the MHS ¢ Tt was thas process that utihzed the

H Quadienmaal Deferse Revren Report Deportment of Defense May 1997

12 Cary Cecehune David folmson fohn Bondaneife | Michael Polich Jeiry Sollmger Army Medital Strategy Bsues for the
Futtere Sante Monwa (A RAND Corporation 1P 208 August 2001 12

13 thed crivng, Robert R Saute Doectar Program Anabvs and Pvalunthon Memorandum 733 Lpdale—Imal Report Dol
May 10 {999
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17 1nd - February 6 2006 p 2

18lnd p 34
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Mcdical Readimess Review (MRR), Dol¥s latest attempt at examinmmg s medcal
force requuements The Under Secietary of Defense {o1 Personnel and Readiness
estabhished the MRR m August 2004" and dictared that “the MRR will systematically
review the Mibtary Health System (MIS) and provide iecommendations to the
Deputy Searetary of Delense for vy anstor ming the MEIS to meet the medical
rcadiness tequnements of the tutwe #

The MRR influenced the {ormation of the 2006 echition of the QDR, wluch made
some tmportant secomendations for the field of operational medicine The teport
recommended that medscal support be abgned with the growmg movenient toward
Jount capabsliies It 1lso recommended improving the planmng process and trans-
patency of mlorm won The policies techiigues and tools that were developed
duning the MRR ¢ now being otegrated within the system tor future use in rapidly
determuung opuimal force siructure in a constanthy changing thieat environment

The pus pose of the MRR was to find a seliahle and consistent means for DoD to
identity, devddop, and sustan ertical muiary capabilines 1n support of resource
nmangement and the operational phanming pocesses The MRR also was aeated o
proside a full spectium assessinent of the baschine capabihties required o support
the Wirhghiar dunmy peacetome and 1o asscs the surge capabbues requied tor
wartime "' [he MRR was intended to exaluate the 1o1al assety avalable to provide
suppot, the tssouated coses of those assets, and alternative strategies 1o supply
those capatulities 2

Sice that time, there has been a sigmificant ot aamed at identifying the health
services roquuenients neecled 1o meet the malitary's ganstor mation goals 1 he MRR
evaluated the w ulible capabilines and 1esow ecs 1nd tactored in the likely number
of warume casualues w deternune the optinnal size of the Aunve Duay medical

force *

Ihercview has generated 1cvised estimates and subscauent recommendanions of
comentonal w abme requirements, and the Deputy Searetary tor Defense g
curtenth m the process of raviewing the requnomnents assocated wath scenarios
ol g chomeal, olagicdl, tadologiol, nude sy, and igh-yield explosncs and
homeland dodonse events &7

Military Versus Civilian Personnel—I|nitiative &

The MAS QDR poocess idontifie d othor mmtnanves addie ssing medical foree, require-
mengs Onc of the 18 MHS QDR nutatives 1s QDR Imitiative 6, Shaping the Future
Jomt Mechical Fowce The purpose of this imtiatine 1s to provide the requned shall mx
and number of medical personned nacded to mecr projected wartnne missaons and
dedner effcetive banefiaary health cane

2id p %
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Reawmumg and retamng highly qualified hoalth care professionals 1s becommg more
challengig for all of the services which have been chillenged for years by chronic
shortages in certaut ainc il health care speaialues that ate requued for sustaming
operationadl 1eadimess Cunent personnel acession tools, such as the Health Profes-
stons Scholarship Progr im which 1ecronts and tnans highly comperent miheaty
medical students who can 11 iy entny level medical specalty billet, do not guaran-
tee the sequned skl mux o1 total number of specialists to meet projected wartime
nussions DoD medical v anng progr ums ae rdlatively expensive and, as curtently
admipsteted, cannot always responsnel acldress these shoirtages and imbalances #
In addipion, cach service nses umgue manage ment tools and systems and 1egulatory
policies fo1 the management of 1ts medical personnel

The aims of Intiative 6 a1¢ to elimmate se1vice competilion for scarce health care
human 1esomces, wip1ove the use of medical personnel 1n a coss-service, joint

em yonment, meet scivice-specific 1equuements for Force Health Protection, make
use of external medic il 1esomnces 1n federal and envilhlan emvironments and allocate
avallable medical personnel resources m a cost-effectne ind equitable manner

Optimizing Graduate Medical Education—Inititative 7

Yet another one of the 18 AMHS QDR itiauves 15 QDR Imtative 7, Integrate
Graduate Medical Lducation (GME) 1he objectne of this imtiative 15 1o optimize
GME traiming capabilities without hinda g the savices abliy 1o meet apphcable
tramung 1equnements GME 16 the primary mens of 1ctaming medwal protessionals
on actve duts because at provides oppontunsties tor wddinonal medical education,
with a subsequent mcrcase 1 acuve duty service obhigations

Annually, each sarviee validates the GMEF taming 1equirements and then develops
aschool year phinapproved by the service Stigeon General Lhe setvices then
pattiapate mna Jout Suvice GML Selection Board which determines seledtion for
the service naming programs A mcchansm for miessen e placement ot Jornt
Service GME Sclocnon Board sdlectees also ousts, and avilian-sponsored traimng
and avilian cduc wional ddday s judicously used as 4 mechanism to nmicet service
training 1¢quir cinents ¥

Certifying the Need for Reductions

Fodoral Taw also imposcs Tirts onthe sarvices it determinmg the proper number of
mecheal posonnd Title 10 prolubits the Scaetary of Dedonse from making reduc-
tions i the number of modical personncd, unless the Secrctary makes a certafication
for the particular fiscal year mwhich rcductions are sought ¥ Cortihication ss
tiggured i the Scerctany wanis to reduce the number of medical pasonnel to a
numbar that s less than 95 pacent of medial personnd from the previous fiscal
sed, ™ or Joss than 90 porcent o medical poasonnel at the end of the thard fiscal yeas
precedmg the previons fiscal vear  The Scactary canties out the cerufication by
stating 1o Congtress that the nuimber of mudical personnel being reduced 1s excess to
the cursent ind projected needs of DoD, ™ and that such 4 reduction 1s not to 1esult
m an mcrcase m the cost of the health caie services provided by Doly ¥
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Determining the Appropnate Mix

Dob mamiaims mter bal guidance for daanunng the appropniate mx of military
and crvbian manpower ind the prnvate seC1or support necessary 1o accomplish
peacctinte and warttnie mrssions ® When establislung the workforce nux of an
achivty, manpower wthotihes 1eview hoth peacetime and wartume missions so that
actnaties are designed 1o hansuon casih from peacctime 1o wartime operations ¥
When daamnung orcvalicdavung the workforce nus of an aclnny manpower
authoymies fAirst vanfy liions and asks 1o be performed, performance objectnes,
and other factors selevant to nussion success * 1hen, manpower authonines dentify
the tvpe of work from the List of DoD functions? and use the 1isk-assessient gusd-
ance™ o help donuts 1isks Manpower authonties then use the Manpower Mix
Cutarra® 1o disiinginsh between funcnons that e imhcrently govanmental and
those that av¢ commerual The Manpower Mx Craaa also s used 1o dentuby the
inhaauh govanmental and commea aal funcaons that should be performed by
mthtarsy pasonned and those that should be paormed by Dol avilian personned 4

Current Status

Ihe services have Begun to miplament and cornty mbitary to anihan comersions

of mcdical persoundd allets From Frscal Year 20073 10 Tiscal Year 2007, the Navy
comerted 2,676 nulttary postnions to avihan posinons, acated g hnng plan tor
2,116 converted posttions, and hned 1,349 anthans ' Since 2006, the Ay has
pogrammcd 20 pacent of ats mihitary ncdial shucin o conversion to avilian
puisennel, with 1,988 postions slated for conversion in Frscal Years 2006 and 2007 %
As of August 2007, the An Toree has slated 1,216 militany positiens for cotversion,
with 730 of those posinons alrcady converted ¥

Military to cvilian conversions are affecting the services i ways not contemplased
when the process began three years ago The iy Medical Department leadershp
view s urifor med Ay medics as the cornewstone of the Army's health care system
because of thon ovtensive v aming combined with then opevational theater expat-
e Ifmechcal mllitdl) to cnvilian comver stons contmue unabated, the sustam s])lllty
of the qualny medical force will face comnmucd 1isk ® The A1my Medical Depattiment
has histonically had the nghest proporuon of envilians i its medical wok foree 1§
Army Medial Department comcrsion contmues as currenth programmed, the
propor tion of nulitary members will fall fiony 48 pereent to 42 percent The concern
1s that this reducuon will resultan rcduced operauonal agihry ¥
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The Navy and An Tarce take a different tack to continued medical military to
enviltan conversions  The House of Representautes passed a version of the NDAA
for Fiscal Year 2008 contaiming 4 provision protubiting the service Sewzetanes from
comertng am mibtary medical o dental positions to enalinin postions begimmng
October 1 2007 * The Navy and An Force posit that the prohibition would result 1n
aloss of s nings accrued from miitary to enilian comersions ® % Furthermone,
additional legrdation was miroduced barumg the conversion of medical milicary
positions to contractors **

In addipon, militars to astliin comversions have contnibuted to unfilled vacancies
within the services For example the Ay Medical Depaitiment has more than
6,000 cvihian v wcanaes Because of keen competition with avibian bealth care
providers in the labor market Military Theatinent Facility commanders face
significam huar dles i bihog many of these vacancies 1o meet addimonal mission
requu ements and health care demands >

Competiiion s not onh sosnced with avilan bedlth care organizations, but alse
among the otha savices snplementing mecheal mihitary to avihan conversion
programs > Some milit uy nstallations are located i remote locations where 1ts
conducave to coneuce nuln uy nanmg and operations However, these sane remote
areds do not possesses a sulficent Jabor matker fromwhich 1o here qualified person-
nel or 1o th w people hom ather geographic areas *

Strategists know that the flined ind uncertam nature of nulitary operations means
that what s planned for today may be ari elcvant fomonow When consider ing the
proper nux of mibitary ind anvihan force stiuciure requuelnents, 1 1S important 1o be
aware of exolung missions For example, when Navy mediane was first duected o
comelt nuhitary billers i Fiscal Year 2005, the stathing model was hased laigely on a
surgically mtensne nsyor theater confhet Since then, there has been a much greater
emphasis placed on nonkancue missions 1o moude the deploy ment of hospital shups
m support of theater coopernon agreements and hum it irian assistance and
disaster rcdiet missions 11l of wlhich requincd ditferent capibility sets not captured

i the tachiional st ifhing models 7

Conclusions

Gavert the serviecs differing views and the uncat uistate of legislauve devdlopiments
regardimg fusthar mulituy o cnihan comasions, the Tash 1 evce does not take any
position on this matter Final legistatve duccnon and s ddfedt on the servicey ability
to meet misson 1 egurements, and the demands of pcacctime health care should be
considered hetore further action 1s recommended
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Command and Control
Structure to Manage the
Military Health System

The Task Force was charged {o 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 Do) as awhole has been on a path to greater integration of the
military br inches and a greater cmphasis on what s clled *jontness ” Jomnt 1¢gional
commiands canie about to enhance warhighting success through the designation of a
Jomnt commiandar with responsibility and authoiity over all military units i a region

In addinon to ongoing debates about greater 1integi ation, some consohdation 1s
already occurnmg through the ongomng Base Reahgnment and Closwme (BRAC)
process which has foced dements of the Mihary Tlealth System (MHS}) enter prise
together physically

Proponents ol a Linhed Medical Command (M) cite potential benefits to enhance
the abilay of the METS 1o be a global medical force provider These benefits include

a unified comni ind under one authority, a smgle pomnt of accountability, increased
tnteg ton for all daments of the medical comm ind and control, better integrated
health care delneny cthanced peacetime effectneness and ability to quickly transi-
ton to wai, a 1apiclh deployable and flexible mecheal capability, and moe

Those opposed to a jomnt; L MC say that the objectines are unclear and that the
expan«on of the TRICARI benefit 1s 1espansible for dining costs up at an alarming
1ate, a problem that havimg a joint/U MC will not selve They provide many 1easons
win such enpanyaon s not advisable, including that the direct care system has seen
only modest growth maecent years that lnwving medics aligned with the parent
service 1s the best anangement, hecause medical capabilities will remain ahigned
with the seivice doctrme and culture, and that scrvice Litle X accountabihty tor the
health and welfare of forces will be maintained

Recent Reviews

L he National Dedense Authorizanon Act (NDAA) for Fiscal Year 2000 1asked the
Scaretany of Dadense with cxanmiming the merits and feasbility of establishing a jount
medical command, a jont traming cnmkulum and a unihed chamn of command and
budgetmg authority 1o tulfill the congressional request, RAND Corporation was
hired to develop o1g in1zational structure alternatives that appear Lo have some meri,
and to outhne the trade-otts mheirent m choosing among the alternatives

Both GAG and RAND have 1eported that the “nulitary services’ longstanding
independence” has been one of the key obstadles to the medical departinents
daveloping a jomt approach to delvenmg health care, however, there are examples of
Jomtness in mithtary mcdicme that dlustrate the benefits of synthesis and mtegration
As a cnnc b supporomng doment, war iighimg medics alre ady opetate within the jomnt

1€ 40 Defense Health Care Trr Service Stategy Needed to Justify Medaced Resources far Readness and Peacelime
HITHS 00 10 Washmgten D November 1999 p 2



hamework In Traq and Afghanistin, the nulicary health care system has operated
Jotntly with excepuional shdl and outcomes ' These accomplishments have been
whieved through shated medical vesearch enhanced sevvice- and jont traming
progiams, and greater syncluomzation of aeromedical evacuation Also, mental
health progr ms—such as pre- ind postdeployment assessments and in-theater
care—ieflect common, yomt products and Lools, providing a shaied baseline from
which to better evaluate pei formance

A dinig force in the direenon of a UMC was Program Budget Decision (PBD) 733,
tssuted by the Secretary of Dedense on December 23 2004, which directed the Under
Secretiry of Detense for Personned and Readiness (P&R) 1o ' work with the ( hairman
ol the Jomm Chiefs of Staif to develop an implementaton plan for a Joint Medical
Command by the FY 2008 - F) 2013 Program/Budget Review ™ A UMC working
groupwas formed, which deseloped thiee courses of acnon 1) a UMC, 2) a joint/
UMC and jont/Umhed Healthcare Command and 3} 4 singlc seivice

A subscquent working group w s dhmged with devddoping 1 ecommendations for
twospeafic commands 1) a single joint/UMG 1csponsible for all market areas, and
2) a joint/LMC 1esponsible for opa auonal deploved mediane ' | he working group
was unable to reach consensus on a cowse of acuon for the deselopment of an
nnplementation plan

Dunng a September 0 2006, mecung of the Defense Business Board, it was unani-
maously rccommended that the Secietary of Defense appomne a task force to oversee
the establishment of a UMC by January 1, 2007 The bomd also rccommended 10
r¢align the cunent acinaties of the [RICARE Management Actnvacy (1 MA) 1o
functien alongsicle a unthed command and to sireamlhine 1 MAs management
tunctions to concentzate on pohey and oversight of health plan management and
then to “outsow ce the m magunent acuivity once the ageney has been re-aligned ™
While conterns were yarscd du myg thais meenng that the proposed recommendations
may 1equire changes o Dol Lile 10 legislation, the board’s 1cview * determined a
unthed command was not only leasible wihin Title 10, but in fact the Department
may not be lulfiling s obhig iwons unda pubhc Taw requinmg consohdation of
shared services ™ The proposal to estabhish the UMC as a Umficd € ombatant

C omnand was ultnuatedy 1ogeated by the Scoretary of Dddense

On November 27, 2006, Deputy Secrctary of Defense Gordon England approved an
actionne moranduin subnuttcd by T Witham Winkenwerdear, Asaistant Secietary of
Dedense for Health AHdnrs, 10 sausty the mtent of PBD 758 According to the memo-
randum the recommended approach *

¢ tahes meremental and achrevable stps that will yiddd dfficenaes of opu auons,
* achicves nue economies of scale by combiming comminon functons,

* provides stinctunal changes anabling MITS Quadrenmal Defonse Review (QDR)
transformanon 1mtiatves,

* presves savice-timgue culture for cach of the savicd's medical componcnts,
i |
* suppotts the principles of uniy of command and effort under joint operations,

* maintains Under Scorctary of Dafense (PAR) and Assistant Sea ctary of Defunse
for Tealth Affairs oversight of the Dedense Health Program,

* {acihiates consohdauen of medical headquarters undex the 2007 BRAC law,
* creates 4 Jomnt environment fo1 the development of future MHS leaders, and
* posions the MHS fur further advances, if warranted, toward more umificaiion

25 Ward Casseells Untfied Mediral Command MOAA Aidians Offier June 2007 See v w mova ergfpubs_mom_(709601_
wnifred him
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The memor andum idontified “shared support saavices and functions along with
co-location of MIIS headquaiters” as a target area to improve service enhance
efhaency and support nmussion effectneness * It called for ‘smaller operating
headquanters, lover pasonnel and opetaung overhead, consobdation of shared
ind comimon setvice funcuons mcduding busness development, communications,
finance and budget services, human capttal nuinagement, information technelogy
management, logisties and support services, faailities man wgement, doctrine and
standards development for mrswon support, and jomnt and combined medical
requirements development °

By approving this memor andum, Deputy Secretary of Defense Gordon England
duected the services and Office of the Secretary of Defense leadership to move
fornard to even greater mntegration ol medical seivices Although he did not duect 2
‘jont mecical command, he did set forth a clear comse—that 1eorganization must
enhance Do operational capabilities and 1emove 1edundaney and unnecessary
costs ¥ Conservaine estimates on the reorganizanon outlined project annual savings
approaclung $200 nulhon per year ' In the approt al memor andum, the Deputy
Secretary of Defense estabhshed a three-year umeline, beginming 1n Fiscal Year
2007, tor establishimg a t1ansion team ad beginmng the phased inplementation

['he 2006 QDR prosided <oategies 1o improve the man1gement, performance, and
ethuency of the MHS V' [hese strategies mcluded the dhimmation of redundant
command structines, the thigument of resource streams, and the prousion of clear
lines ot authority and 1 csponsibility for local deastonmaking Pursuant to these
strategies, the Deputy Scarctary of Defense directed est iblishment of the Jont Lask
Force Natonal Capital Regron Medical * The Jomnt Lask Force s mission 15 to deliver
titegrated health care m the Nauonak Capual Region, ensure readiness and disaster
preparedness of the assigned forces, and execute the BRAC business plans to achieve
a world-tlass medial centar at the hub of the Naton®s pramicr 1egional health care
system serving our militarv and our Naton 4

In1csponse to all of those mputs, Dob has developed @ governance plan that created
Jomnt ovarsight m four key amcas 1) medeal research, 2) medical cducation and
tramimng, 3 health care debvery m magor ity markets, ind 4) shared support
services " The ercation of a “sharcd services acoviny™ calls fer “the consobidation of
dcdiimrstiative o1 support funcoons from several departments or agenacs 1nto d
smgle, st md alone o1gamzanonal entty whose nusston 1s to provide services as
dfiacntly and etfcctvddv as possible ™1

On Junc 8, 2007, the Avast int Scaretary of Defense tor Health Affairs submutted to
the Deputy Seoretary for Dedense two courses of action for reor gamzing the MHS

I} a Defense Ilealth Agoncy moded with subordindte activitics for e ducation and
ttaming, rescarch and dovdopment, and major muluservice markets, and

2) an Faecutive Agenay mode,” which implements jomtness in ceducanon,
trainimg, and research and devdopment, but preser ves seivice contiol of the
mulnservice markets
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The yssistant Secretary of Defense fon Tlealth Atfairs 1ccommended appoval of
the Defense Health Agency course of action ** The phased implementaton of the
Defense Health Agency model, which includes the creation of a new Jomt Minary
Health Services Dyrectonate, 1s cuniently under review

The Comptroller Gener 1l was dnected to review the studies undettaken by DoD, as
well as those conclucted by the Center for Naval Analyses Corporation and other
ong inizattons such as the Defense Business Board and provide an analysis of the
vanous LMC structwes under conseder ation by DoD and outside organizations 2
GAO rdeased ats 1eport on this revicw 1in October 2007 and determined that DoD

did not petform a comprehensive cost-beneht analvsis of all potential options 74!
GAO stated, Dol has not demonstrated that its decision to move forward with the
fourth opuon was based on a sound business case A sound busmiess case should
include detmled gqualitaine and quanutaine analyses m support of selecung and
inplementing the new process in terms of benehts, costs, and 11sks "2 GAO further
stated that “the business case docs not demonstiate how DoD determined the fourth
optiem (o be better thin the otha three 1n te1ms of is potenual impact on medical
1uldmes%, qu.ﬂlw of care benchaanes access 1o LATE, CONS, lmpicmenta[lon ume,
and 115ks because Dol> does not provide evidence of any analy<is it has performed of
the town th option or a sound business case justifying this choice” **

Consequently, GAO 1ccommended that *DOD addiess the expected benefirs, costs,
and 11sks for 1nplomentig the fourth opuon and provide Congress the resalts of 1s
assessment 1he Task Force 13 o 1ecommending that DOD deyelop performance
measmes to montar the progiess of s chosen plan towaird achieving the goals of the
transtormation

Findings and Recommendations

Fhere has been considerable dehate by other groups abaul the costs and benehits ot a
unthied or more miegiatcd connmand and control suuctine for the MHS culminat-
g with the most tecent recommendabion for a Defonse Health Agency Grven the
relatvely short peniod th i has possed sinee this recomme ndation was made, the

Lask Force belicves it s premarinne o make addinional recommendations at this time,,
although the Task Force also beheves that s appropiate that the dfects of these
clunges bo momtored and assessed Furthamore, consistent with an October 2007
GAQ report any addiional options for change should be assessee i terms of the
costs and benefits to be darnved from cach of the aptions under considerauon

Recommendation 12

DoD should deselop metrics by which to measure the success of anv planned
transtormanon of the command and control wructure of the MHS, taking into
constderation its costs and benefits

18§ Ward Covscells Memorandum for USD (PPR) Regquest for { vardmation on Improving Milary Health Saviem
Cavernance June 8 2007

19 GAO Defense Health Care Daf} Needs to Address the Fxpecied Renefits Costs and Risks fon lts Mewly Approved Medieal
Commund Struciure GAQ (08 122 p 15

20H R Rep No 109 452 at 343 (2006)

2} CAU Defense Health Care Dol Needs to Address the I'epecied Benefits Costs and Rusks for Iis Mewly Appron ed Midical
Command Stracture GAQ O8 122 p 4

220d p
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Appendix A Task Force Biographies

General John D W Corley (Co-Charr)
Commander, Air Cambat Command

Gen John DW Coiley s Commander An Combat Command, with headquarters at
Eangley An Torce Base, Vi gima, and An € omponent € ommander for US Joint
Forces Command As the Commnder, he 1sresponsible ton organiang, trauung,
cupping, and maitaning combat reads forces for rapad deployment and cmploy-
ment winle ensurmg straregic an defonse forees are ready o meet the challenges of
pracctme dir sovaragnty and wartme defense Previously, General Gonley was Vice
Chict of Sratt, Headquartars, US An Toree, atole in which he presided over the An
Statt ind scaved as a manber of the Jomt Chacts of Stafl Requuements Oversaight
Counal His pravious statl posinons compiise a mix of operanonal and jomt duties
m the Tactical An Command, Headguaniars, US Asr Torg, and the Jomt S1aft He
eened his B'S i anginecning from the U S An Force Acadomy and carned his
wings at Reese An Foree Base, Tex s, m 1974 He carned an M B A and another
master s degice in nanonal scourty and suategic studies He also 1s a graduate of
Hanvard Unversity s John T hennedy School of Govarnment’s Program for Semior
Fxccutives in Nattonal and Intarnational Secunty General C orley has significant
paciee mantense combat most recently dnmg Operation Foduimg Treedom
As Combined A Opcrasons Cantu Miettor, he direaed the safe recovery of

ol ited pasonned duting the Largest combat search-and-1¢scue mission in 50 years
tndd w s awarded the Bronze Star as a tesnlt His aviation careet incude s more than
3,000 Hymg hours with a wide 1 inge of combat experience. He has commanded at
the squadron, group and wing levds Inaddinen o the Bronze Star, General Corley
15 Lieapient of the Thsunguished Savice Medal, the Defense Supernion Service
Medal, the Tegion of Merit, and the T dense Mertorious Service Medal, among
other awards

Gail R Wilensky, Ph D (Co-Chair)
Senior Feliow, Project HOPE

Gail Wilensky 15 a Semior Fellow at Project TIOPE, an international health education
toundanon, wheie she analyzes and davelops policies relating to health reformn and
to ongomng changes in the health care environment She testilies frequently before
cong ssional committees, acts as an advisor to menmbers of Congress and othe:
elected ofhcals, and spe iks nanonally and internavionally before professional,
business, and consumer groups ™ Wilensky was a membes of the President’s
Comnussion on the Care of Retw ning Wounded Watniors Tiom 2001 to 2003,

she co-chaued the President’s Task Force (o Improve Health Care Delvery for

Our Naton’s Veterans, winch addiessed health caze ton both veterans and milnary
1etirees From 1997 to 2001, she chaued the Medicare Payment Advisory Comimis-
ston, whuch advises Congiess on payment and other 1ssues relating to Medicare, and
{rom 1995 to 1997, she chaned the Physician Payment Review Commussion She also
served Js Deputy Assistant for Policy Development to President George HW Bush,
advising him on health and welfare 1ssues Prion to asswming thus pasition, she served
as Admunustrator of the Health Care Finanang Administrauon, overseeng the
Medicare and Medswcawd programs s Wilensky 1s an elected member of the Insu-
tute of Medicine (IOM) and serves as a tiustee of the Combined Benefits Fund of the
Lmted Mine Workers of America and the Nauonal Opimion Reseasch Center She s



a former chair of the boaird of dircctons of Academy Health, a former nustee of the
Anencan Heart Assoanton, and a cnrent or former duector on the boards of
minctous othe orgaruzations, induding several corporate boards Dr Wilensky 15
the reapient of numaous honorary degrees ind awaids and has pubhished more
than 125 aruddes She reconed a bachcdor s degree inpsvchology and a PhD in
economics from the Universits of Viichigan

Major General Nancy Adams (Ret )
Sentor Partner Martin Bianck & Asscciates, Inc

Nanoy Adanis jomed Martn, Blanck & Assoaates m August 2005 after a chstin-
guished carcar as both a military officer, 1ctired 1n the 1ank of Major General, and a
menber of the Scmor Fxecutne Sarvice mn the federal govarnment Ms Adams 1s onc
of Maztin, Blank & Associates kading experts on tederal health acquisition pohicics
and procodures Inaddition, My Adains hds extensive climeal, adnunistratnve, and
senior nmagoment cxpenience with luge, complex government health care systeins,
and has demonstrated expertise and comipetency as an organizavonal leader,
cHocuve commumicaton, and 1¢source managar with results that produced pertor-
mance npiovemcnts Flom 1998 through 2002, Major General Adams scrved as
commaiding general of Tripler Arny Medical Center in Hawan, a 266-bed teruary
carc incdieal center emplosing %,000 personned with a $245 milhon annual budget
She led the ovganization to a porfect 100 pacent score on the suvey by the Joint
Commussion on Accreditation of Healthcare Orgamizations She also had responsibil-
uy tor TRIC ARF Paaific, saiving 527,960 beneficiarics m Hawan and throughout the
Pacihc rggon Poor to thns command, she commanded Willam Beaumont Ax nry
Mcdical Center mn FI Paso, Toxas, a 200-bod tertiary care inedical center with 1,800
personned saving 400 000 he neficianies Brigadier General Adams saved as the
Chief of the Army Nurse Corps and Assistant Surgeon General of the Avmy {or
Pcrsonned and Commander for the € onter for Health Promotion and Preventive
Medicme brom 1991 to 1993 Puor to these leadership positions, she served 1n g
vty of dimical nursing and nuismg adnumistiation positions mn the Ay Medical
Department and DoD

Shay Assad
Director, Defense Procurement and Acaguisition Palicy

M1 Shay Assad assumed his position s Dunector of Defense Procurement and
Acquisiien Policy (DPAP) on April 8, 2006 As the Duector of DPAP, he is tespon-
stble for all Dol acquisstion and procwement policy matters 1le serves as the
principal advisor to the Under Secrctany of Delense for Acquisition, Technology and
Logistics, Deputy Linder Sevietary of Defense for Acquisiion and Technology, and
on the Defense Acquisinon Board on acquisition/procurement st ategies for all major
WEZPOIL 83 SLEmS programs, major automated mformation systems programs, and
services acquisitions Mr Assad 1s 1esponsible for procur ement/souremg funcuional
business process requun ements 1n the depar iment’s business enterprise architecture
and enter prise transition plan In additton, Mr Assad 1s DolYs advisor for competi-
tion, source selectron multivear contracting, waiianties, leasing, and all international
contracung matters Before assuming this positton, Mt Assad was the Assistant
Deputy Commandant, Installations and Logistics (Contracts), at the Maiine Cot ps
Headquaiters Mr Assad served two tours of duty aboard US Navy destroyers and
won recogmition as Outstanding Jumor Ofhcer, Fifth Naval District He then served
as a Naval Procurement Officer at the Naval Sea Systems Command, where he was
1esponsible for the negotiation and adnunistration of the Aegis Weapons Systems
engineering and production contracts Between 1978 and 1994, M1 Assad seived in
several increasingly responsible cont1 act nanagement positions for the Raytheon
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Company’s lavgest electronies ind nsstle dinsions In 1994, he was pnomoted 1o Vice
President Ihrector of Contracts, tor Raytheon and subscquently was promoted to
Senton Vice President, Contr acis in 1997 In 1998, he was promoted to Executive Vice
Prosident, served as the Chidd Opaatng Ofheer, and subsequently served as the
Chanman and Chief kxecutine Ofhicer of Rastheon’s enguteening and construction
business M1 Assadd graduated with distinction tiom the U'S Naval Academy

Carolyn M Clancy, M D
Director Agency for Heafthcare Research and Quality

Cnolvyn™M Clancy M D, was appornted Director of the Agency for Healtheare
Rescarch and Quality (AHREY) on Tehruary 5, 2008 Prio to s appomtment,

Dr Clancy served as AHRQS Acting Duector {from March 2002) and as director

of the Ageney's Canter for Qurcomes ind Fifectnveness Rescarch Ih Clancy holds
an academic appomtment it the George Waslungton Unnersity School of Modicne
{C hmeal Associate Professon, Dep ntment of Mediane) and sarves as the Semor
Assoaate Feitor of Health Savices Rescarch ™ Claney has saved on multiple

¢ cditorial boards—including those of the Annals of Famhy, Mediuone, the American
Jowrnal of Medrcal Guality, and Medical Care Research and Review—and has published
widddy 1n pear 1eviened jounnals She also has cdited or conttibuted to seven books
She s a mombor of FOM and was dected a Master of the Amancan College of
Physicians i 2004 Dy Clancy, 4 general inteimst angd health scrvices researcha,

15 a4 graduate of Boston College and the Universaty of Massachuscres Medical School
lollowing her dinwal trammg, D1 Clancy was a Henry | Ranser Tanuly Foundation
Fellow at the Unnasity of Ponnsylvania She was also an assistant professor i the
Department of Intamal Moo at the Medical College of Virgmia m Richmond
I fore joiming the staff of AHRQ n 1990

Robert $ Galvin, M D
Director of Glotal Healthcare, General Electric Company

Robert Galvin, M D, s Inrecton of Global Healtheaie {or General Llectric (GE) He
oversees the design and performance of GE's health progiams, which total more
than §3 0 bithon annually, and i< responsible fon GL's medical services, encompassing
more than 220 medical dinies m mosc than 20 countnes Dr Galom completed his
undagraduate wark at the Unwer sty of Punnsyb ania, where he graduated magna
e laude and was elected to Phi Beta Kappa He also recerved hus M D degree at
the Unnersity of Pennsylvania and was elected to Alpha Omega Alpha He received
an M B A in health care managoment from Boston University’s School of Manage-
ment i 1995 In his cunent 1ole, Dr Galvin has focused on issues of mai ket-based
health pohicy and financing, with « spectal interest in quality measus ement and
mmprovement He has been 4 leader in pushing fo1 public release of per tor mance
miormation and reform of the payment system Dt Galvin is a founder of both the
Lepfiog Group and Bridges to Excellence He was a membet 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 Contiol
ind Prevention’s Directot’s Advisorv Group on Emergency Pieparedness He has
served on several FOM commutiees and 1s cuniently a Comnussioner on the € om-
momwealth Fund s program on a High Performance Health System Di Galvin has
1eceved awards for hus work from the National Health Care Purchasing Institute,
the National Business Group on Health, and the National Coalition for Cancer
Survnotship He s a Fellow of the American College of Physicians, and his work has
been published 1n the New Lugland jou nal of Medwine and Health Affarrs He 1s
Professor Adjunct of Medicine and Health Policy at Yale where he leads a seminar
1n the private sector at the School of Medicine and the M B 4 program at the School
of Management
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The Honorable Robert F Hale
Executive Director, American Societv of Mihitary Comptroilers

Robert Hale cuniently 5s the Execune Directon of the American Soaety of Military
Compuollers (ASMC) In that capauty, he runs an 18,000-member asscuation that
provudes professional development opportumues o detense iinancial managers

His responsibalinies include overaight of a large annnual conference, a professional
cattfication program, a quattealy journal, and many other activihes From 1994

o 2001, Mr Hale was ippomnted by the Iesdent and confirmed by the Senate as
Assistant Secretary ol the A Force (Finanaal Management and Compuoller) He
was 1esponsible for the Air Torce budget and all aspects of Air Force hnancial
nanagement Mr Hale also served for 12 vears as head of the defense unit ot the
Congiessional Budget Othce His group provided defense analyses to Congress, and
he trequently testified betore congressional comnmtiees Before comimg to ASMC,
Mr Hilo dircared a program group it 1 MI Government Consulting, and eaily in
his carcer he served on active duty as a Navy officer and worked for the Conter {on
Naval Analyscs Mr Hale holdsa BS and an M S from Stanford Uniersity and an
MB A from George Washington Uninarsiy Te s a Fellow of the Nanonal Academy
of Public Admmstration and cutiently sarves on the Defense Business Board He s
a Cornficd Dedense TNmancial Manager

The Honorable Robert J Henke
Assistant Secretary for Management Department of Veterans Affairs

Robert ] Henke was nommated by Prosident George W Bush 1o serve as Assistant
Scarctary for Managoment i the Depar tme nt of Veterans Affairs (VA) and was sworn
into office on Novermbar 3, 2005 T thas position, he is responsible for the Depart-
mont’s budget (in excess of $87 bilhon 1¢quested for Fiscal Year 2008), financial
pohicy and operations, acquisiion and matciicl management, real property asset
mnagement, and business oversight He saves as VA's Chiel Financial Officer, Ghiel
Acquisiions Officer, and Senior Real Praparty Officer Prior to his appointment, Mr
Henke sanved as the Principal Deputy under the Secretary of Defense (Comptroller)
at DoD Tn that capacity, he was the primeipal advisor to the DoD Compu oller/Cluef
Fiancial Officer, and s dutics imohed & broad range of financial management
1esponsibihities, mdnding development, justification, and execution of Dol s budger,
and the formulauon of DoD-wide financial and accounting poliey Mr 1lenke served
as a professional staff member with the US Senate C omumtte on Appropyiations,
Subcommittee on Defense from 1999 1o 2004 and as a Presidential Management
Intein with the Office of the Assistant Searetary of the Navy (Financl Management
and Comptioller) from 1997 to 1999 Fiom 1993 to 1996, he was with Gener al
Electric, where he complcted GE's Financial Management Program A Reserve Navy
officer, M1 ITenke g aduated from the University of Notre Dame with a BA
government and internavonal 1clations, and earned a Master’s of Public Administra-
ton from Sy1acuse Unnversity’s Manwell School of Citizenship and Public Affairs
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Lawrence S Lewin
Executive Consultant, Washington D C

Larry Lewin tounded the [ ewin Group in 19703 and remaimned nts president and CRO
through three acquusinons until 1999 He has directed a wide range of projects in
health poliy and finance, acadomie mediane, pubbe and prvate health wnsurance,
technology and markel assessment of medical devices and pharmaceutical products,
strategic visioning and planning, and health systems management and governance
Hec has conducted nearly 100 workshops and strategic planning conferences for a
wide variety of health care execnines and orgamezanons He left the Lewin Group in
December 1999 and cumently as an exccutine consuliant, ts asssung setuor health
care (xecutives, foundations, and orgamzanions i strategie decisionmahing, pro-
gram mprovement, and executive coacling Recently, he has focused his attenton
on chnical and technology effectineness, health promouon, and the challenge of
nuanaging collaboratne orgaz itions and programs in both the academic and
chimcalrealms Mr 1 ewin saaves ona numbar of corporate boards mdduding those of
C wcdioNct, H&Q Healthcare and Iife Sacnces Funs, and Modco Health Solutions
He also scrves on the Intarmouniaim Heiltheare Board of Trustecs (since 1984) and
has chamred ats Intormation Systamns Board Comimttee (since 1993) He was elected to
the 1OM/Nanonal Acadermes in 1984, scived eight yeais as an dected member of the
1OM Counal, and tn 2004 was awardod the TOM's Adam Yarmolinshy Mcdal for
Distinguished Sarvice Hewas o foundimg member of the Assotanon fon Health
Servces Research (now Acadonny Health) and s currently a member of the National
Conmmussion on Provenoon Proenies Mr T ewin holds an A B hom Princeton
Unnarsity’s Woodrow Wilvon School of Tublic and Tnternational Affans and an

M B A from the Harmvard Busines S¢hool, wheire he was a4 Baker Scholar Mr 1 owmn
proudly served as an officer in the US Marine Corps

Rear Admural John M Mateczun, M D
Commander Joint Task Force National Capital Region

Reur Admiral John M Mateczun is Cominander, Jont Task Fnce Nanonal Caprtal
Region Admup al Mateczun began his career of service as an «nlistcd member of the
US Anmny and trained at the Lxplosine Ordnance Disposdl School at Indian Head,
Marsland He senved two tours of duty 1n Victnam and later 1ecerved a Doctor of
Medicine degree [1om the University of New Mexico He completed trainmg in
psichiairy at the Naval Regional Medical Center, Oakland, Califorma, and also
recened a Master’s of Public Health degiee {rom the Unwversity of Califorma,
Beikeley Adnural Mateczun was assigned as Thvision Psychiatrist and Assistant
Dnasion Surgeon, 3d Manme Division Okinawa, Japan e was then assigned to

the Naval Hospital, Bethesda, Maryland, as a stail physician, where he became the
Intern Advisor and Transtional Intern Program Director e also has completed
requuements for 4 law degree at Georgetown University Law Genter e became
Charman of Psychiatry at Naval Hospital Portsmouth and then at the Nauonal
Naval Medical Center, where he became the Acting Director of Medical Services
duning Operation Desert Shield During Operation Desert Storm, he was assigned to
1 Mayme Expediionary Force in 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 retrieved repaunanng Prisoners of War in Amman, Jordan Returning to
Bethesda, he was apponted Director of Medical Services and then was assigned as
the Foice Surgeon for Maine Forces Pacihic He was the furst Chief ot Staff at
TRICARE Region | and was then appomted Prmopal Dnector tor Chinical Sexvices
undel the Assistant Secietary of Defense fon Health Affairs Subsequent to that tow
he commanded the Naval [ospital, Charleston, South Carolina Selected for
promoton to flag rank, he headed Navy medical operations and was then selected to
be the Jomnt Staff Surgeon and Medical Advisor to the Chanman of the Jomnt Chiels

o
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of Stalf TIc was the United States delegare 1o the NATO Comimittee of Chiefs of
Medic 1l Seavices e was present at the Pentagon on September 11, 2001, and
subsequently served on the Jomnt Statf duimg Oper ations Noble Eagle Enduining
Freedom, and liaq Freedom Admnal Mateczun was subsequently the Cluef of Staff
and Pregram Executive Officer at the Bureau of Medicine and Surgeiv He was
selected Jor promouon to Rear Admnal and 1ssumed command of the Naval Medical
Center, San hcgo, the mulitary s largest Mcdial Center, employing 6,200 nuhtary
personnel, cnilians, and conti adtors with an operaung budget of $380 nullion
Under his leadership, Naval Medical Center, San Diego, deployed moie than 1,000
personnel m support of Operauons I aga Freedon, knduring Fieedom, and Unified
Assistance Admual Mateczun was subsequentdy the Deputy Suirgeon Geneial of the
Navy and Vice Chiet, Bureau of Mechcme ind Suigery He also served as Duector of
the Military Tealth System Office of Tansformation Admuiral Mateczun is board
certfied in adult psvchiatry and forensic psychiatny His awards include the Navy
Distinguished Service Medal, the Defense Supertor Service Medal with Oak Leaf
Cluster, the Legion of Meint with two Gold Stars, the Bronze Star, the Detense
Metitanious Service Medal, the Mertorious Service Medal with Gold Star, the Navy/
Marme Corps Commendation Medal, the A1 my Commendarnion Medal, and the
Navv/Marine C orps Achievement Medal

General Richard B Myers (Ret )
Former Chairman, Joint Chiefs of Staff

Retred US A Force General Richard B Mvers served as the 15th Chairman of
the Jond Chicts of Statt, the L S pulitary’s lughest ranking otficer, from 2001 (o
2005 In thss capacity, he served as the piimapal malnary advisor to the Proadent,
the Seacary ot Defense, and the Nationd Sceunity Counal He previously served as
Vice Chantman of the Joint Chiefs of Statf, a 10le m which he served as the Channman
of the Joml Requirements Oversight Counal, Vice Chairman of the Defense Acquusi-
ton Boaud  ind member of the Nanonal Sceunnty Council Deputies C ommite, and
the Nudlear Weapons Counal General Muas entered the Air Force in 1963 thiough
the Reserve Officer Tramung Corps prograim His career inchudes operational

comm ind and Jadarshap positions m a vaniety of Air Toree and Jomt assignments
General Myas s a command prfot with more than 4 100 flying hours As the Vice
Chairman from Maich 2000 to Scptember 2001, General Myets scived as the
Charrroan of the Jomt Requuements Oversight Gounal, Vice Chanman of the
Dedense Acquisition Board, and as a mamber of the National Sceurity Gounal
Deputies Commuttec and the Nudear Weapons Counal Tn addition, he acted for
the Chairman i all aspects of the planming, programnnng, and budgeung system
mcluding participaton m the Dedense Resomees Board Trom 1998 to 2000, General
Mycis was C ommander in Chief of the Nonth American Aerospace Defense Gom-
mand and US Space Commuand, ¢ ommandcr, An Force Space C ommand, 4and Dol
AN ZCT, SPACC TFANSPoLLAtion sy stam conungendy suppott al Petarson Air Force
Base Colorado As commmander, General Myeis was re sponsible for defunding
Amcrica through space and mtarcentmental ballstic missile operations Prion 1o
assuming that positon, from 1997 to 1998, he was Commander ot the Paafic A
Forces, Hickam Air Toree Base, Hawan, from 1996 to 1997, he was Assistant to the
Chairman of the Jownt Chicls of Staff, and from 1994 1o 1996, he was Cominander of
L 5 Foices Japan and the 5th Awr Foice at Yokota Air Base, Japan Ile s a graduate
of Kansas State University and recenved o master's degree m busmess admunistration
from Auburn Umiversity The General has attended the Arr Command and Staff
College at Maxwell Air Force Base, Alabama, the U S Army War College at Carhsle
Barracks, Pennsylvania, and the Progtam for Semor Executives in National 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 § Air Force

Licutenant General (Dr) James G Roudebush 1s the Surgeon Geneial of the An
Foice, a role nwhich he seives as funciional manager of the US An Force Medical
Service He advises the Secretary of the An Force and Air Force Cluet of Statf, as well
as the Assistant Secretary ot Detense for Health AHairs, on matters pertaning to the
medical aspedts ot the air expeditionary force and the health of Air Force statt
Goneral Roudebush has authonity w comnmt resow ces worldwide for the dir Force
Medical Service, to make decsions aftecung the delivery of medical services, and to
develop plans, programs, and proceduies 1o support wotldwide medical service
mussions He exercises direction, gurd miee, and techmcal managemen of more than
42,400 poople assigned 10 74 medical facilines worldwide Before his selecuion as the
191h Surgeon General, he served as the Deputy Surgeon General of the US Air
Foice, and befote beconming Deputy Sugeon Generdl, he se1ved as Command
Surgronto US Central Command, Pacfic Air Torces, US Transportation Com-
mand and Headquarters Arr Mobility Command He completed ressdency vaming
i faxmly practice at the Wuoghe-Pattcison An Foree Medical Center, Ohuo, m 1978,
and ac10space mediome at Brooks An Foee Base, Texds, n 1984 The General
commanded a wing clinic and wing hospral betore beconung Deputy Commander
of the An Force Mataid Command Human Systems Genter General Roudcbush
cuitared the Air Force i 1975 after recoving a Bachelor of Mediane degie o trom the
Univarsity of Nebaska at 1 mcoeln, and a Doctor of Medicne degrec from the
Unneraty of Nebrasha College of Mediane

Rear Admiral Danid J Smuth
Joint Staft Surgeon

Rear Admual David | Smuth serves as the Jome Staff Susgeon as the Pentagon In
this capacity, he advises the Chanman of the Joint Chaels of Stafl, the members of
the Joint Staff, and Combatant Commanders, and coordinates all 1ssues 1 elated to
opaational 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 Diectors and 1s imohcd in other interna-
nonal medical 1elationships As a hicutenant, he completed his 1otating medicine
mternship at Naval Regional Mcdical Center, OQakland, C ahformia, m 1982 and
subse quently tansterred to the Naval Undersea Medical Institute in Groton Con-
necucut, where he completed the Undersea Medical Officer training program Reat
Admual Smith completed his occupanonal medicine o aimng at the University of
Cinamnatt Medicdl School, with a Master ol Science m e ironmental heatth, and he
seried as Chief Resident As an Undersea Mcdical Officer, Rear Adimural Smuth has
served m avariety of medical officer posions, mcluding aboard the US S Gray-
back, at the Naval Diving and Sah age Training Centes, at the Naval Medical Re-
search Insntute, and at the Roval Navy Instirute of Naval Medicine He served as
Head of the Salety and IHcalth Depaitment at the Atmed Forces Radiobiclogy
Research Institute and as the occupatonal health consultant for the Defense Nuclear
Agency In November 1993, Rear Adnural Smith 1eported to the Nauonal Naval
Medical Center to se1ve as the Deputy Director, Occupational and Community
Health and was appomted as Dnector in July 1996, whete he oversaw the provision
of primary and occupational health care by 24 medical chinics 1n a sne-state 1egion
In June 1999, Rear Admural Smith becaine the Executive Officer and then the
Commancing Officer ar the Naval Hospiial m Rota, Spain During his tenuse, the
commangd i eceved numerous awards and hosted the Expedmionary Medical Facility,
supportng casualty flow fiom Operation [1aq Freedom and Operation Enduring
Freedom In july 2003, Rear Admnal Smith was appomnted the Chief of Staff of
TRICARE Management Activaty, Office of the Assistant Secretary of Defense
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{(Iealth Affans), and i this role he hedped lead the nugranon to the new TRICARE
contiacts, the expansion of the Reserve Health Beneht, and the appioval and
mmplementation of the new 1egional governance In February 2005, Rear Admiral
Snuth assumed the dutes of the Assistant Depury Chief, Health Care Operations, at
the Bureau of Medicine and Smgery (BUMED) He became the Chief of BUMED,
Operations (M3), 0 June 2003, and 1 this 1ole he has been 1esponsible for guidance
and pohiey for all peaceume and deplived medical operations Rear Admural Smuth
recened a B S from the Unnersiry of linoss 1n 1977 and completed his Doctor ot
Medicine from Nonthwestern Unnersity Mechical School wn 1981 He s a ceruhed
physican executive and a Fellow of the Ameiican College of Occupational and
Enovnonmental Medicme He s board cernhed m Occupauonal Medicine, with a
Cerulficate of Added Qualfication 1n Undersea Mediune

Major General Robert W Smith 11l (Ret )
U S Army Reserve

Major General Robert W Smith I1L U S Arnn Ruserve (Ret } served as President of
the Reserve Officers Assocanon from July 2005 1o July 2006 and continues to serve
on the assoaaton’s Executive Commnttee as the Immediate Past President General
Smuth retsred hom the Army after 34 years of active and 1eserve commissioned
service He iy a former air defense and intantry ofhicer who commanded from
detachment 1o dinasion level and served in many key statt positions at numerous
leveds of the Ay A Viemam War comibat vetaran, General Smith has been deco-
rated with the Disunguished Service Medal, the Legion of Merit, the Bronze Star
with Quak Leaf ¢ luster, and the Mertorious Service Medal with two Oak Leaf
Chisters and mher awards Gencral Snuth also w4 remed kord Motor { ompany
hnance cxccutne with 32 vears of senvice Daning his career with Ford, General
Smuth held 1 numbar of inanaal and maenager il posiwons, mecluding Manager tor
Sarbanes Oxdey comphiance tesung and aight ve ars as the Global Controller, Service
Engincenng Othee General Smiuth has senvad as CEO of Iwo Star Strategic Services,
a business aned professional consulung firm i Weu Bloomheld, Michigan, as General
Partna with Smith ind Jones Enterpaises, and as a member of the board of directors
of Volunteers of Amaniea State of Madngan He was also the Vice Chair of the
Pentagon Fudardl Credit Lmon Youndation Board, Arlington, Virginid, 4 group
that helps returning wourded soldiers ane all soldicr s wath finenaal manageniont
He has been featured on the covar of Fortune magazine and profiled in the Wall
Street Jowrnal General Smuth’s other membershups include the Assoaation of the U S
Army, Sigina P1 Phi Fratainity, happa Alpha Pst Fratermiy, National Black
MBA Assocavon, and the Sovercagn Military Order of the Temple of Jerusalem
Tle carned a master’s degree m bustness wdnumstration from the University of
Pitsburgh Katz Business School e canrently serves on s Board of Visitors He
also 1s the reapient of an honorary Doctor of Humane Letters from Tlonida A&M
Inuver sity
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Expert Consultant to the Task Force

Major General (Dr ) Joseph E Kelley {Ret )
Former Joint Staff Surgeon

Retued US Arr Force Major General Joseph E Kelley served as the Joint Siatt
Surgeon at the Pentagon from 2005 to 2007 He was the chief medical adviser to
the Chanman of the Jomt Chicfs of Stalf, and provided advice to the Chanman,
the Jomnt Statf, and Comhatant Commanders He coordinated all ssues related to
operational medicane, torce health protection, and readiness among the C ombatant
Commuand Surgeons, the Ofhce of the Searetany of Delense, and the services He
also scived as the appomnted U S delegate to the NATO Counal of Medical Purec-
tons Genaral kelley has held academic appomntments as chimical professor and
assistant dean andas cartfied by the Amcerican Board of Surgery and 15 a distin-
guwshed g aduatc of the Aaosp e Modiome Primary Course Genaal Kelley
graduated sccond 1 his class frem the US An Force Academy While at the Acad-
eny, he rocaved the Surgeon Geneal™s award as the outstanding graduate in hie
saiences He recoved his M D dfrom Rush Unnersity Medical School and performed
his residency in general singery at David Grant Medical Center, Travis An Torce
Base (AFB), Caldornia At Netlhis ATB Nevada, he served as a gencral surgcon and
later as Chict of General Surgav At Mis ma Air Base, Japan, Gena al helley served
&y Chiet of Hospital Services, Clodd of Sigery, and interim Chief of Acrospace
Mediane He was reassigned as Commander of the 90th Strategie Hospital, Francis
F Warron AFB, Wyonung, and aftar his scrvice there was sclected as the Soategie
An Command’s Questanding Madial T eadar As Commander of the 857th Strategic
Mospital, Minot AFB, North Dakota, General Kelley 1s the only individud! to win
the Strategic A Command’s Modieal Ieadarship Awaird for a second tnme He
comnuandcd the Fhreling Berquast Hospuial at Offurt ATB, Nebrasha sarved as Chief
of Me dical Resources i the Office of the Surgeon General, and was Command
Surgeon for Padfic A Torces As Commandear of Wright-Patterson Modical Center,
Wight Pauterson AFB, Ohio, and T od Agont Depaitment of Defense Tealth
Region 5, he led a unut that 1ecen cd Delense Department awards for patient s
atislaction and access, as well as a Commander Tnstallavon Tacellence Unit Award
Prior to assunung his curient position, ho was Assistant Surgeon (reneral for
Healthcare Opeiations, Office of the Surgeon General General kelly s cerufied

by the Ameiican Board of Surgery
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Appendix B Authonzing Language and
Charge to the Task Force

NATLIONAL DEFENSE AUTHORIZATION ACT FOR FISCAL YEAR OF 2007
109th Congress, Public Law 109-364

SEC 711 DCPARTMEN I OF DEFENSLE TASK FORCE ON THE FUTULRE OF
MILITARY HEALTH CARE

(1) REQUIREMEN T 1O ESTABLISII—The Secietary ol Defense shall estabhsh
within the D partment of Defense a task lorce to examune matters relating to the
future of milita1y health care

(h) COMPOSI T ION—

(1) MFMBFRS— I e task torce shall consist of not more than 14 members
appomted by the Seaetary of Defense trom among individuals described 1n
patag4ph (2) who have demonsitated expertise i the area ot health care
progirams and costs

{(2) RANGE OF MEMBLERS —1 he indiaduals appointed 1o the task force shall
mclude—

{A) at least one mumber of each of the Medical Depaiuments of the Army, Navy,
and An Force,

{B} a nunbar of persons from outside the Departiment of Defense equal to the
total number of paisonnel trom within the Depaliment of Defense (whether
members of the Armed Forces or aviban personnel) who are appomnted to the
1ask foice

(C) persons who have experience m—
() health care actvanal torecasting,
(1) health care program and budget developinent,
(m} health care information technology,
(n) health care performance measutement,
(v} health care quahny muprovament induding evidence-based mediome, and
{(v1) wornen'’s health,
(D) the senion mccheal acks sor to the Charrman of the Jomt Ghiefs of Statf,

(F) the Director of Defense Procunament and Acquisituon Policy 1 the Office of
the Under Sceactary of Dafonse for Acquisinion, Technology, and T ogistuics,

(T) at least one membear from the Defense Business Board,

{(G) at least one representanve from an o1gamzation that advocates on behalt of
active duty and reured meombers of the Armed Forees who has expenence m
health care, and

{H) at lcast one member trom the Institute of Mcdine




(3) INDIVIDUALS APPOINTED OUTSIDE THE DEPARTMENT OF DEFENSE-~

{3 Indnaduals appomted to the rask force {1om outside the Depaitment of De
fense may mclude nfficers or emplovees of other departments or agencies of
the Feder il Governinent, oificers o employees of State and local governments,
o dwiduals fiom the prvate sector

(B) Indniduals 1ppointed to the task {o1ce from outside the Depaitment of
Defense shall include—

(1} an officer o1 employee of the Depaiument of Veterans Affaus, and

(1) an officer or employee of the Deparument of Health and Human
Se1vices

(4) DLADLINE TOR APPOINTMENT—All appomtments of mdmiduals to the
task for1ce shall be made not later than 90 d s after the date of the enactment of
thius Act

(5) CO-CH RS OF TASh 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 ume of appomntment trom among the Depariment of Detense personnel
apponted to the task torce The other co-chan shall be selected from among
the members appomied from outside the Depar tment of Detense by members
s appointed

(€) ASSESSMENT AND RECOMMENDATIONS ON 1T HE FUTURE OF MILITARY
H&ALIH CARE —

(1) IN GENERAL—Naot later than 12 months dier the date on which all members
of the task torce have been appomted the task force shall subimt 1o the Secretary
a report cont unmg Reports containing an assessment of, and recommendations
tor, sustanung the military health care services beng provided 1o members of the
Armed Forces, retnees, and their tanulies

{2y UTILIZATION OF OTHEFR EFTORIS—In prepanng the report, the task
force shall take mro considet ation the hndigs and 1ecommendations imcluded 1in
the Tealthcare for Miliary Retirees Task Group ol the Defense Business Board,
previous Government Accountability Otfice reports, studies and 1eviews by the
Assistant Secrelary of Dadense {for Health Aftairs, and any other stucies or
rescdarch conducted by ongatizanons wegardimg prograin and orgamzational
improvements to the military health care systan

(3) FI FMENTS—The assessinent and recommendations (i Juding recommenda-
vons for legislatne or admuinstratve acton) shall include measures to address the
follomang

{(AY Wellness mitiatives and disease 1management progiams of the Department
of Detense, mcluding hicalth 1isk vacking and the use of rewaids for wellness

(B) Fducanon progiams focused on prevention awarcness and panent-imated
health care

{(C) The ability to account for the true and accur ate cost of health care 1o the
muilitary health system

(D) Alternative health care imimanves to manage patient 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 to manage the military health system

(F) The adequacy of the military health care procurement system, including
methods to st eambine existing procurement activities
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{(;) The appropriate mix of nulitary and cavilian personnel to meet future
reachness and high-quality health care seivice yequuements

(H) The beneficiary and Gover nment cost shanng structure requued to sustain
nmulitary health benefits over the long term

(D) Progr 1ms focused on managing the health care needs of Medicaie-eligible
nulitary beneficiaries

(J) Eficient and cost effective contidcts for health care support and stathng
services, inchuding performance-based requarements for health care provides
reimbursement

(dy ADMINISTRATIVE MATTERS—

{1) COMPENSATION—Each membes of the task force who 1s 4 member of the
Armed Forces or a anvihan ofhcer o1 emplmee of the United States shall serve
without compensation (other than compen<ation to which entitled as a member of
the Anned Forces or an othcer or emplovee of the Umited States, as the case may
he) Other members of the task torce shall be treated for puiposes of sechion 3161
of tle 3, Umited States Code, as having been appointed under subsection (h) of
such section

(2) OVERSIGH T—~1 he Under Sceretary of Defense for Personnel and Readiness
shall oversee the activiues of the 1ask force

(3} ADMINIS I RATIVE SUPPOR [—1 he Washungton Headquarters Services of

the Dapartment of Defense shall provide the task force with personnel, taailites,
and other admimisirative suppot as necessary for the performance of the duties
ot the task force

() ACCLSS 10 FACILI1IES-—I he Under Secretary of Defense for Personnel and
Readimess shall in coordmauon with the Searetavies of the nulitary departments,
Lnsurc appiopriate aceess by the task force to military mstallaons and faclites
for pu poscs of the discharge of the duties of the task foree

() RFPORTS—

(1} INTFRIM RFPORT—Not latar than May 31 2007, the task force shall submat
w the Secretary of Defonse and the C ommittees on Armed Services of the Senate
and the House of Representatives aninterimveport on the actvitics of the task
force At a nummuom, the report shall indudc ntanm findings and recommenda-
tions 1egarching subscction (Q(3)(H), particulaily with 1egard to cost sharing under
the pharmacy benefits program

(2) FINAL REPORT—
{A) The task force shall submut to the Secrctary of Dofense a final report on s
activitics under this secnon The report shall indude—
{1} a desonption of the acuvities of the task toree,
{n) the asscssment and 1ecomunendations 1equired by subsection (4, and
(1) such other matters 1eating to the actvites of the task force that the task
force considers appropriate

(B) Not later than 90 days after receipt of the report under subparam aph (A), the
Secretary shail nansmit the report to the Commutees on Armed Services of the
Senate and the House of Representatives The Seaetary may snchide i the transmii-
tal such comments on the report as the Secretary considers appropriate

() TERMINATION—The task foice shall terminate 90 days after the date on which
the final 1eport of the task force 1s transmitted to C ongiess under subsection (€}(2)



Appendix C Prelimmary Findings and Recommendations
from the Task Force's Interim Report

Doly analbysts project that Dol health care costs will rise from $38 billien 1n 2006 to
$64 ballion v 2013, whih vanslates w an increasing proporuion of the DoD Total
obligation Authority trom 8 peicent 10 12 percent The increase m DolY's health care
obligations places signshicant challenges betore the defense health system

In order to achieve even a modest 1ecluction in the 1 ate of growth, while preseiving
the generous benefit due to and earned by o Unilormed Se1vice members and
themr famtlies, DoD must pursue both the implementanon of best business and
management practices and the adjustment ol hnancial incentives and cost shares

Based on 1ts deliberations thus fa, the lask bovee offers the following preliminary
findings and recommondinons refative (o DoD heaith care costs i general and o
cost-shaning and the pharmacy program in parlicular 1 he se recommendations ale
designed to achieve greater efhaencaies and cost savimgs while continung o ensure
quality healith cave and mantam 1eadiess 1o provide health care services during wai

Recommendations ate oftercd in the following areas nnproving business and
management praciices, diermg mcentines m the pharimaoy beneht, cost-sharing and
reahigument of fee st1uctuaes, and ensuning that when dppl](,dble, 1 RICARE 15 the
second payel

Improving Business and Management Practices

Ihe lask Foirce has begun to cxanune best practices n the public and private health
cat¢ scctors that produce edfiaencies, meludmg nnproved finanaal controls and
procurement practrees and hoghtenod aw arencss and greater use of mail order
phatmacy services These dffiaonacs will macase the cost-cffectiveness of the
mlitary health cate system

Inundertaking changes i practice or pohicy, pilot studics and/or domonsti ation
projects should be used to assess the feasibihty ind cost-clfectivene ss of new 1deas
Thesc studies and projeces can be accomplished mose quickly than systenmae changes
that probably will requine statutory changes

1 Review the DoD Pharmacy Contract Process

Findings

Cunent practices i the DoD phanmacy procmement proccss appedt to pose
obstacles to negotating both best price and best use Addionally, some have

mter preted legal provisions goverming beneficiary contact as prohibsting multple
targeted programs to mcrease home delnary that have been used successfully in the
private sector The last iteration of TRICARE Contracts (T-Nex) promoted a contract
emuronment that focused on outcomes and best business practices The Task Force
heard brom sever al current TRICARE contractors who spoke of their imability to
mmplement then best business pracrices because of government regulations and/or
st1ict interpretation ol requiements
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Recommendgaticn

11 Dol should review ats pharmacy acquasition sirategies to determune if changes
«an be made to ¢ilecr greater reducnions in the cost of drugs and to foster improve-
ments 10 effcctne unthzation In doing so, Dol should consider puisuing policy,

re gu]d[oly, andsor statutory changes that would allow {or alternative commes cial best
practices to be nnplemented when i the best mitet ests of the govaanment

2 Conduct Ehgibility Audits

findings

Audlits of tvpical civilian health caie plans have found that 4 substanual poition of
pavments are made for patients who are not ehgible fo1 care While the percentage
of ertoneous payments may be small, the savings can be large, given the amount of
expenditwes The Task Force did not see any evidence of extensive ehigaibihty audies
conducted by Dol or andlyses of the accuracy of the Defense Entollment Cligibiliry
Reporung System {DLERS) personnel system i deter muung ehgibility

Recommendations

21 An mdependent audit of TRICARE 15 necessary te deternune the adequacy of
control measures that ensure that only these who are eligible are 1ecen ing care

2 2 An audit of DEERS accutacy 1s needed bevond simply verifying ID cards at the
pomnt of service lor care

Altering Incentives 1n the Pharmacy Benefit

Ihe Iask Force was buiefed on best practices ni the public and private sectors to
control proscrption diug costs, meluding the provision of meentives to ma ease
generc prosinpuon use and the use of mail oreler pharmacy services 1he Task
Force devcloped 1he following recommendanons to lower futuie spending over what
othetwise would have occurred

3 Promote Mai Order and the Usc of Generigs

Findings

Pharmacy services, induding presaipuions filled at Miltary {reatment Faalities
{MTTs) and outsde of than, cost the DoD health care system $6 18 ilhion 1 2006
and costs are expetied o reach 15 hilon by 2015, bascd on cunrent trends  The
Task Foree heard comanang argiancnts that private sector plans have been able ro
1educe the growth in phatmacy costs while retaiming chmeal cfectiveness by prond-
g bene ficiaries with greater meenines 1o utihze preferred drugs and 611 mamte-
nance presetptiens using mail order services Generie drugs have the Jowest copay-
went, tollowed by tonmnulay drags and nontormuolary drugs However, current DoD
pharmacy copavment poliacs do net provide ade quate meentives for patients 1o use
the most cost-ei e ctrve alternatnes, such as the mail order pharimacy o1 an MTF
Employing financaal incentnes to encow age the usc of the mail order pharmacy
au10ss all benefictary groups should decrcase retail phanmacy costs whilc preserving
access to the local pharmacy

[



Recommendations

31 Copayments for presaiiptions filled outside an MTF should be changed 1n order
to alter mcentives DoD should increase the dufferentials m copayments to inc ease
the use of more cost-eficctne practices In ats final teport, the Task Force will make
maore Speuﬁc tecommendations about P4} ment structur e

3 2 DoD should engage m 1n outreach program te publicize the value of using the
TRICARE Mail Order Pharmacy (TMOP) progrant and generic drugs, uthzing the
best practices followed by p1nate compantes in ovdes to achieve savings

Cost-Sharing and Realignment of Fee Structures

In 1ecogmition of the vears of demanding service that mulitary rettrees have provided
to the Nation the Task Force believes that nuliary retrees should recewe health
care benefits that are generous compaied with US public and private plans Con-
gress also has recognized this contnibunion Much of the increase m the cost of DoD
health caie 15 atrnibuted to exphar benefit expansion Berween 2000 and 2007,
henefit expansion accounted for 64 percent of the i ease m cost—37 percent for
over-b3 care ind 7 peicent for under-65 cate ' However, when benefits have been
expanded, 1t 1s not dlear whether such expansions were implemented with an
assessiment of the impact that they would have on future costs or whether they weie
based on projections ol the need for cost-shanng

T he Task Force believe s that cost-sharig pelicies must be set in such 4 way that they
are fan to America's taspavets by ensuring the judiaous use of scarce fedeial
resources 1he cost-sharnmg suucture between the henebuary and the government
for health care services provided by the Miliary Health System (MHS) has remained
unchanged, despite s apacdly rising tosts Benehoiantes under the MHS incur far Jower
out-ot-pocket costs than do their counterparts m the anihuan sector tor comparable care

4 Increase the Sheare of Cosis Borne by Bencficaties

Findings

Acconding 16 DoD, since 1996, nulitary helth care prenuums paid by indpadual
nuhtary recirees under age 6% utithamg DoD's most popular plan {1 RICARE Prime)
have fallen flom 11 to 4 percent when measured as a percentage of total health care
costs ¢ By comparison, prennums for emplover-provided plans in the enilian sector
dearcased shgluly, trom 28 percent in 1996 1o 25 percent in 2006 * kederal cvilian
retirees pay out-of-pocker costs of about 25 parcent of total costs in the Federal
Fuployees Healch Bency Plan (FEHBP) ¢

Trends 1 out-of-pockets costs (which mcude promums/omollinent fees, deductibles,
and cop nmants) suggest the same pattaan Totdl out-ob-pocket costs have rsen much
more stowly for mhitary wetinees than oy avibiancoress Spoafically, fur military
1etirces under 63 whe are unrolled in TRICGARF Prime, out of-pocket costs rose 2 6
perccnt luom 2008 (o 200%, while out-of-pocket costs in avilian HMOs have 1isen

21 2 percent for the same parnod (TRICARF 2003 $727, 2005 $746—HMO 2003
$3,036, 2005 $3,681) -

{ Jubs Bohults Sperind dsustand Io the Asisiant Secrefun of Defernse Health Affairs and Former Deputy Avsistant Secretary of
Defense Health Affaers Office of the Secretary of Defense Sustarnng the Miltary Health Benefit Brief to the Task Foree
Jannary 6 2007

2 The Miluary Compensateon Svstem € ompleiing the Trananon to at AN Velunieer Tirce Repori of the Defense Aduvisary
Commttee on Maltlary Compensation Apnl 2006 p 79

3 {hd

F FFHBPla v PI 105 33 approved dugnst 5 1997

5 Fualuation of the TRICARF Prograwme L Health Prog ram Anabvas and Foalugivon Directorgte TRIC ARF Managemeni
Actiinty m the Office of the Assistand Secretur of Defense (Health Affazrs) Muich 2006 p 8§89
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Arevised cost-sharing systent would shift some costs, but more impozantly, it could
provide incentives {on beneficiaiies o change then behavior snways that would slow
the rate of cost growih For example, 1evisions mn cost-sharing may cause fewer
retnees to diop prnate coverage i favor of TRICARE, and such revisions may foster
mote mdndual responsibility for wellness and preventive caie

Recommendations

4 1 The portion of costs borne by beneficiaries should be incieased 10 a level below
that of the current FI HBP o1 that of generous private-sector plans and should be set
at o1 below the level in cHect in 1996 In 1ts finalveport, the Task Force will 1ecom-
mend speafic cost-shaing proposals and an accompam ing set of enrollment fees
and copayment levels

4 2 Incseases 1n cost-sharmg shouid be phased 1 over thiee to five years to avond
precimeous changes 1f Congress believes that mcieases m cost-sharing are oo large
relanve 10 the amounts of retred pav, 1t should consider a one-time mci ease m
nushitary 1etned pay o offset part or all ot the increase

5 Index Premums and Deductibies

Findings

The Lask Force notes that increases in medhcal inflation have, for some vears,
oulpaced growth in ovarall inflanon as measured by the Consumer Mrice Index
Even if € ongress phases i an adjustment 1 cost-sharing for military retirees, as
recommended above, the share gradually will t4d] unless actions are 1aken to mmdex
the costs barne by retirees

Recommendations

51 Thae should be an annual indexing of the premnms and deductibles paid by
unda1-63 nuiitary roinees Tooats fmal report, the Task Force will rccommend a
speaific approach to mdexing Tn addition, pernodi adjustment should be made to
the cat witopluc cap These adpastments shoudd avord ather fiequent changes or
mereases that over time are oxeessively large

5 2 Recommendation 5 1 will cause out-of-pocket costs for individual miditary retirecs
1o tise more 1aptdly than then setired pay (which s macased annually based on the
Consumer Price Index) Al Amenicans face out-of-pocket health caie costs that aie
riving fastar than overallinflaton I Congress bieves that retrces should not bear
all of these added costs, 1 shonld paiodicaily legislate speaial mercases i renred
pay to make up for some or all of the mereases m the portoen of 1curcee health cate
costs borne by mdwiduals

3 3 DoD should increase pramums and cost-shanng for under-65 mithtary rotirees so
that the cost ditterenual botweon TRICARF and privaie plans 1s smaller than it 1s
canrently Premuums and deductuibles should be mdexed for micreases on an annual
basts according to an appropriate and widely acceptable index The Task Force has
not yet had time to consider options for incieasing or maintaming the use of private
coverage Inots final report, imwill esplore & variety of potennal strategies, for
example

* prouding a stipend to employers to encourage 2 higher rate of use by employees
who are eligible for TRICARE,

* providing a supend to 4 health savimigs account to those who choose not 1o
parucipate i TRICARE, and



* ofleting some form of supplumental coverage to under-03 retnees who retain ther
private health msurance and do not use TRICARE Thas * TRIGAP” insurance
would inciease the mcentne for retirees to mamtam their private health care
msurance The coverage would be analogous 1o Medigap msmance and wouid be
hnanced by DoD

& Tier {he Payment Structure

Findings

Al rulitary retnees, under 1ge 65 on not otherwise Medicare-ehigible, regardless of
rank o1 retued compensation, pay the same mdwidual o1 famly enroliment fees
DoD has 1ecommencdled that enrollment fees and deductibles vary in size based on
an mdiadual’s pay g ade aveurement, with hugher-giade retirees paying larger
amounts

Recommendation

6 1 Enrollmennt fees, deducubles, and copay ents should be tadored to ditferem
arcumstances such as retred pay grade However fuither study 1s needed betore
propusing specihc tecommendauons for variances i the benehaary share of costs
In its final report, the lask Foice will provide more speafic recommendations

Ensuring That TRICARE Is a Second Payer
7 Audit Compliance with TRICARE t.aw and Policy

Findings

Although, under law, IRIC ARE 15 intended 1o be a second-payer system, insuthcient
data are wvalible to condude that 1t n fact 1s the second paver i all cases In
addition, the Natonal Dikense Authotization Act of Fiscal Yoar 2001 expanded

I RICARE bunchits for ¢higible bencficanies who are 65 and olda and enrolled in
Mcdicare Part B Undor TRICARE for 1ife, TRIC ARY becomes the second payer to
Medicare for medical care that s a hencht unda both Medicare and F'RICARF

Ihe icatnely simall poruon of TRICARF costs borne by mdmvndualetrecs encour-
ages vetiees with access 1o prnate sector plans to diop their private coverage and
1eh on TRICARF as than primary plan Dol) estunates that approximately 72
pereent of retrrecs under age 065 are working and have access to private sector health
imsurance * “Among those with access 1o an employer bealth plan, 35 percent paid to
cnroll n TRIC ARF Prunic and 62 poraent sought care thhough some TRICARF
opuont ™" Thus, nearly two-thirds scek care through some tvpe of TRICARF bancfit

Recommendation

71 Dol should commission an independent audit to determine the level of comph-
ance with law and pohicy 1egarding TRICARE as second payer

& The Mdvtary Comprasetion System Lomipletng the Daviaiton to an All Volunieer Force Report of the Defense Aduvisory
Commgtee o Milstars Compension Aprid 2006 p 78
7 Ind
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Issues for Future Consideration

In the course of 1s dehba anons, the 1ask Force idenuhed several other 1ssues

1elevant to wost shanng and potential improved etheiencies i the MHS, mcluding

* recent proposals to reorganize muilitary health care and mcrease the sharing of
COmMMON se1vices across Dol),

* strategies for modifyving the pharmacy acquisition process to achieve greater
savings and mmproved utihzation, and

* the effects of the transinon of the Guard and Reserve from a strategic force to an
eperanonal force—speaically the cifects of mebihzauons and demobilizations on
benefictaries as they access the healthcare system and on Dold healthaare costs

In adeition 1o refinimg s analyses of the 1ssues pesented in this report, the lask
Torce will further explare these topics as well as assess and make recommendations
peitatning to the claments listed noats charge

I
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Appendix D Meetings and Presentations

January 16, 2007
Arlington, Yirginia

Allen Middleton, Acing Deputy Assist int Secretary of Defense for Health Affars
and Aciing Chict Fmanaal Otficer, 1 RICARE Management Activity Over view of
Military Health Care Sywem and Defenve Health Program

John1 Kokulis Special Assistant to the Assistant Sceretary of Defense fot Health
Affans Sustamg the Bencit

M Wilham Winkenwerder, Assistant Secretary of Detensc for Health Aawrs
C omments

D David Chuy, Unda Scactany of Dodense for Pevsonnel and Readiness € omments

February 6, 2007
Washmgton, D C

Major Genagal Robat Snuth, U'S Ay Reserve (Rer), Task Force Member
Presentation Back Biref on Meeting uith Advecacy Groups

Jean Storck, Chuel, Health Plan Opcarations, TRICARE Management Activity, Office
of the Assistant Secietary ol Delense {on Health Affairs Presentation TRICARE
Cantracty Overview

Rear Admtral Thomas | McGinnis, US Public Health Sevvice, Chief, Pharmaceuts-
cal Operations Directorate, TRIC ARE Management Actinity Office of the Assistant
Scaretary of Defense for Health Alfans Presentation Quvermew of the DoD Pharmacy
Program

Captain Patricia Buss, Mcdical Corps, US Navy, Chan, Dol Pharmacy and
Therapcutics Committee Presentanion Cuerview of the DoD Pharmacy Program

February 20, 2007
Washington, D C

Lieutenant General Kevin € Kiley, Surgeon General, US Army and Commanding
General, Army Medical Command Presentatton Army Surgeon General Brief

Vice Admuial Donald Arthur, Surgeon General, 1t § Navy and Chuef, Navy Buieau
of Medicine and Surgery Presentation Navy Medicine

Major General € Bruce Green Deputy Suigeon General, US A Faice
Presentation Awr Force Medical Service 2007

Majos General Joseph Kelley Jormu Staff Surgeon, the Joint Seaff
Presentation fowt Staff Surgeon Briefing
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March 7, 2007
Washington, D C

Joseph L Barnes Natronal Executive Seactary, Fleet Reserve Association and
Co-Charman, the Myltary Codhnon Subnutted wiiten statement ton the 1ecord

Colonel Steven Suobridge, Lnued States Aw Foree (Ret} Dneao, Governiment
Relauons, Military Othcers Assoctation of America (MOAA), and Co Chanman, the
Military Coaliton Subnutted written statement for the record

Joyie Raezer, Chiet Operating Otficer, Navonal Military Famuly Association, pre-
sented on behalt of the Navonal Milnary Faimily Association Submted wnitten
statement for the record

Deirdre Parke Hollomon, Legislative Dirccton, the Retred Folisted Assoaation,
presented on behalf of the Remed Endisted Assoaation Submitted written statement
for the record

Rick Jones, T egmslative Dnector, Natonal Assocuation for Uniformed Services,
presente d on behalt of the Nanonal Assocanon tor the Lniformed Scrvices
Submtted written statement for the recond

Captan Viichoad Smith, U'S Navy Reserve (Ret), Natonal President, Reserve
Offcrs Assonanon of the Unied States, presented on bodialt of the Rescrve Officers
Association Submitte d written staternent for the record

Michacl H Wysang, Dndctor, Nauonal Sceurity and Foveign Aftairs, Veterans of
Foreign Wars of the United States Wintten Statement for the record

D Muchacl Duggan, Doputy Director, National Sccurtty Comumssion, the Amorican
Legon Written Statcment for the record

The Naval Reserve Association Wiitten Statement for the 1ecord

Mary Ann Wagney, Regnitied Pharmaast, Semar Vice President Policy and
Pharmacy Regulatory Affaus Nauonal Assouation ol Chain Drug Stores (NAC DS)
Presentation Nafronal Assocration of Lhain Drug Stores

Julie Khany, Vice Presudent, Foderal Health Programs, NACDS
Presentation National Assocration of Cham Drug Stores

Debbie Garza, Regaster ed Phaimacist, Director, Government and Community
Relanions, Walgreen Company Presentation Nafional Assocation of Chan
Drug Stores

Jeanmie Rivet, Exccutive Vice Presdent, LUnitedHealth Group Piesentation Trends
and Value-Driven Health Care

March 28, 20607
Washington, D C

Steve D Tough, President, Health Net Federal Seivices Presentanion Health Nei

David ] Baker, President and Chiet Executine Officer, Humana Military Healthcare
Services (IHMHS) Piresentation Humana

David | McIntyre, Jr, President and Chief Executive Officer, TriWest Healthcaie
Alllance Presentation Trzlest




Aprii 9, 2007
San Antonio, Texas

Lown Hall Meeting—Open 1o Public, Sam Houston Chub, Fort Sam Houston

Aprid 10, 2007

San Antonie, Texas

Spouse Panel

Duine Rohrbough, U'S An Foice (spouse was i the Medical Service Corps)
Ehczabeth Radke, U'S Navy Veteran (spouse 1s Active Duty Marine)

Kathy Shaifer, L & Aur Foice (spouse ot 1etired Brigadier Geneial)
bhraboth Medley, US An Yore, (spouse of US Air Force physican)

Enbisted Pane!

Sergeant Frmly Little, TS Army

Seigeant Tirst Class Santos Alonzo, US Army

Senior Master Seageant Douglas Onwiler, US Aar Force
Staft Sergeant Maulyn Clayton, T 8§ Air Force

Master at Avms 1st Class [inda Goakely, US Navy
Setgeant Chad Rozanskr, US Avn

Guard and Reserve Panel

Licutenant Colonet Grant Olbiich, US Marine Corps
Sergeant First Class Santos Lopez, US Army

Hospital Corpsman 2nd Class Gary Ard, US Navy

Aviation Machimst’s Mate 2nd ( lass Eric Mickett, U S Navy
Master Sergeant David Snuth, MG FWANGIUS AirTorce
Mayen Mark Goldstein, US Air Force Reserve

Officer Parel

Captain Jerome Snuth, US Anmy, Signal Corps
Fu st Lieutendnt Sean Thomas, US Avmy

I teutenant Suzanne | Wood, U § Navy
Captain Regma O Samuel, US Air Force
Major Robb | Passinault, US Awr Force

[ icutenant Commander Joseph P Lawience, U S Navy, DoD
Phai macoeconoimic Center

Retired Panel

Major General Herthert Emonuel, U8 Au Force (Ret), former Execuuve Vice
President of USAA (Unuted Services Automolinle Association)

¢ olonel Homer Lear, US An Foice (Ret ), Texas Silver Haned Legislature

Myor General Thomas P Ball i, M D, US An Force (Ret) Currently, Cluef

of Urology and Dnector of Residency Program University of Texas Health Science
Center

Brgadier General Patrick O Adams U S Air Foice (Ret) Currently, Vice President,
Human Capital Solutions

Major General Harold Timboe, M D, U S Aimy (Ret) Currently, Assouate

Vice President for Reseairch, University of Texas Health Science Center
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April 18, 2007
Washington, D C

David M Walker, ( omptroller General of the Unuted States, Government
Accountabihty Othee (GAO) Presentation DD s 215t Century Health Care
Spendmg Challenges

khenneth O Klepper, Prosident aind Chiet Operating Otficer, Modeo Health
Solutions, Inc Presentation Medco

Jefrey L May, Semor Vice Prewdont, Diug Distnibuiion and Contiol, Medco Health
Solutions, Inc Presemtation Medeo

T otiame I ewis, Excoutive Dnector, United Mine Workers of Amenica, Health and
Returement Tunds Prcsentation Qubreach Programs Generwes, Mol Orvder and other
Healthcare Services

Dr Joed Kavet, Dnector, Managed Care Program Dovdopment and Rescarch, Umited
Mme Workers of Amaica Health and Reurement Funds Prosentaium Qutreach
Propyamy Generies, Mail Ovder and other Healtheare Services

Walkiarm Clusholm, Do cctor of Operatons Umited Mine Workers ot America Health
and Retnement Tunds Presentation Ontieach Programs Goweres, Mad Order and
other Healthcare Services

Toan Hunter Veal, Semor Manager, Phdﬂndt) Programes, United Mine Workers of
Ametica Health and Reoremeni Funds Presentanon Qubieaide Programs Geneties,
Mail Ovder and othey Healthcare Services

I Petor B € olhins, Modical Ducctor, Untted Mine Workers of Amenica Heaith and
Retirement Tunds Piesentation Outieach Programs Geueries, Maid Order and other
Healthcare Services

Nancy Gilbride, Vice Presidont and General Manager TRICARE Pharmacy Dinision,
Lxpress Scripts Prescntation Express Seripis

Dr Steven B Miller, Cluel Modical Otficer, Lxpress Scrpts, Ine and CuraSeript
Presentation Exfress Scripts

Apnl 25, 2007
Washington D C

Chrnistopher Singer Executive Vice President and Chief Operating Officer PhRMA
(Phat maccutical Reseaich and Manufacturers of America) Presentation PRRMA

Richard Smuth, Semor Vice President Policy Research and Strategic Planning,
PhRMA Piesentation PhRMA

Ann Leopold Kaplan, Assistant General Counsel PhRMA Presentation PRRMA

Tdward L Allen, Vice President, Coealitton for Government Procurement
Presentauon The Coalition for Government Procurement

Donna Yesner, ksq, Partner, McKenna, Long, and Aldridge, LLC Presentation
The Coalition for Government Procurement

14



May 22, 2007
Washington, D C

Mashall K Bolyard Executne Divecror of the US Fannly Health Plan for
C1IRISI LS Health Presentation &S Family Health Plan

Linda Dunbar PhD, Vice President of € are Management, Johns Hopkins
HealthCare, LLC Presemtavon US Family Health Plan

Robert B Stene, Excoutne Vice Pressdent and Chiet Strategy Ofhcer of Healthways
Presemtation Healthway—Task Foree on the Future of Military Health Care

James Pope, MD, Executne Vice Presadent and Chief Operaung Officer of Health-
ways Prescntation Healthwav—ITask Fotce on the Future of Military Health Care

Daster Shurney, MD, Semor Vice President and Chief Medical Ofhcer of Healthways
Presentation Healthways—Fask Foree on the Futwre of Military Health Care

Aslam (Oz21c) Kahn, MDD, Scnor National Mediwal Officer of CIGNA HealthCare
Prosentation oD Presentafion

Jo tn Rush, Prestdent of ( IGNA Government Services, a4 subsidiany of GIGNA
HealthGare Prosentation DeD) Presentation

Tllen € Bonner, Vice Preadent and Semor Counse] of CIGNA Govarnment Services
Presentation Dol Presentation

July 1%, 2007
Washingten, DC

Colonel Paul R Cordts Medwal Corps US Army, Threcton Ilealth Policy and
Savices, Office ol the Swigeon General, US Army Presentation Ay Medical
Department Changes to Improve Healtheare Qutcomes

Jack W Snuth, MD, MMM, Actimg Deputy Assistant Secretaty of Defense for Health
Affans Chnscal and Prog un Pohoy Cheel Medical Officer, TRIC ARE Management
Acunaty Presentation Afilitary Health Sastem Disease Management and ( ampaign for
Healthy Lafestylex

Licutenant Colend Willlam G Maver, Medical Corps, US An Force, Depury Chaet,
Pravenuve Medicine Opaanonal Pravention Division, An Force Medical Support
Agency, Office of the Air Force Surgeon General Presentation Awr Force Wellness and
Disease Management Fnatiatrves

Captain Neal A Nasto, Medscal Corps, U'S Navy, Directon of Public Health, Bureau
of Mediume and Siigery Presentation Navy Wellness and Disease Management
Programs and Iniatioes
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July 25, 2007
Washington, D C

Jen Storck, Chuet Health Plan Operations, 1 RICARE Management Activity, Otfice
of the Assistant Scaretary of Defense for Health Affairs Presemanon Futwe of
Muliiary Health Care Hearing TRICARE Managemen! Actringy

Michael W O'Bar Directol, Benchts Dinsion, TRICARE Management Actvity
Presentanon Quadiciial Defense Revaew Roadmap for Medrweal Transformatuon
Instiatrves

Wilham (Bil) H Howell Puncipal Assstant, Acqusition, U'S Arnmy Medical
Research & Material Commaind, US Army Presentaton Biwef to the Task Force on the
Future of Militavy Health Cave

Colonel Farle Stath IT, U S Army, C ommander and Prinopal Assistant for Contract-
g, Health Care Acquisition Activity, U'S Army Medical Command Presentation
Us Army Medical Command Health Care Aequasition Activity - Briefing for the lask Force
on the Futwre of Military Health Care

Fugene | Snuth, Attonney-Advisor Othce of the Staff Judge Advocate US Army
Medical Command Picsuntauon Biagf ta the Task Foree on the Future of Military
Health Care

Andicw ¢ Mucnzid, Dircctor, Healthoare Services Suppoit, Naval Medical
I ogistiies Command, U'S Navy Prosentation Buef fo the ok Foree om the Future of
Military Health Care

Lary I Horst, Dirccton of Acquivtion Managoment, Head of Ti-Sorvice Do Dhug
Tesung Program, Naval Modwal Logistics Command, U S Navy Prosentation
Briefing for the Task Force on the Future of Mabitary Iealth Care

Licutenant Colonel Joseph B Mirrow, Medical Service Conps, T S An Force,
Director, US An Foree Modical Savice Commodaty Counal Presentation Awr Foree
Medwal Serce Commoduy Councd

September 5, 2007
Washingion, D C

Susan D Hosek, Scnior Feonomist, Co-Duector of the Center {or Militaiy Health
Policy Research, the RAND Corporation Presentanon Reorganizing the Military
Health System Showld There Be a Jomt (ommand?

Eric W Christensen, PhD, Semor Project Director Center for Naval Analyses
Presentation Cost Implications of a Unified Medical Command

Stephen L Jones, DHA Puncipal Deputy Assistant Secietary of Defense for Health
Aflairs Presentation Status Update for the Task Tovce on the Fuure of Military Health
Care

Michael P Dinneen, ML}, PhD, Dhrecton, Office of Strategy Management tor the
Miluary Health Systemn Presentation Satus Update for the Task Force on the Fubuie of
Mibiary Health Care

Majot General Melissa A Rank, Nurse Corps, US An Force, Assistant Air Force
Surgeon General, Medical Force Development, and Assistant An Torce Swrgeon
General, Nursmg Services, Office of the Surgeon General, US An Force
Presentauon Medical Education and Tiammng Campus

146



Celondd Donald A Gaghano, Medical Corps, US Army, Chauman, Executive
Integr ated Process Team Presentation Medical Cducation and Framnmg Campus

Colond Suzanne Cuda, Medicaf Corps, US Army, Co-Durector, San Antono
Medical BRAC Integrauon Office Presentation Nabional Capual Region BRAC and
Iniegrafion

Colonel Charles (Chuck) Hardin, Medical Cotps, US An Force, Co-Director, San
Antonio Medical BRAG Integration Ofhce Presentation National Capital Region
BRAC and Integration

Captamn Dave § Wade, Medical Corps, US Navy, Chief of Staff, National Capital
Area Multi-Service Market Otfice Presentaton Nafwnal Capatal Regron BRAC and
Titegration

September 19, 2007

Norfolk, Virgima

Guard and Reserve Pancl

Licuienant William {Wilh) Brooks, US Navy Reserve

Second Licutenant Scth Benge, Army National Guard, Pennsykania
Sergeant Major John Davis, U S Aur Force Reserve

Techmeal Sergeant Mike Harrs, US Air Foice Reseive

Staif Sergeam Richaid Davicson, Army National Guard, Virginta
Speaalist Amanda Kendriek, Ariny Nattonal Guard, Viginia

Spouse Panei

Laath Baker, US Air Force Spouse
Buhara Chromster, U'S Air Foce Spouse
Jewsic Tight, US An Force Spouse
Jenmider Manam, US Navy Spouse
Dauphne McFarland, US Navy Spousc
115 Schuler, U'S Air Torc Spouse

Limmda Slater, US An Force Spouse

Network Providers Panel

Dr Joseph Hodls, Sole Pracitioner, Portsmouth Gastioenterology
Dt Donald T ewis, Children’s Health Systems

Dr Harold Markham, Pauent First

M David Norns, General Booth Podiatrics

1y David Paniser Partser Dermatology

D1 ITynn Utech, Atlantic Davmatology
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Under 65 Retirees Pane!

Lieutenant Colonel Beinard Robmson, U S Army (Ret )
Semor Chief Petty Officer Ray Santee, US Navy (Ret)
C hief Petty Officer Gindy Tefty U S Navy (Ret)
Sergeant Tirst Class Jaz Thompson, US Army (Ret )

Lunch Panel |

Major George Goodwin, LS An Force

Liewtenant Dan High, US Ny

C.aptain Stacy Hill, US Army

Staff Sergeant 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, US Navy

Maor Keith Anderson, US Army

Lieutenant Commander Biyan Mack, US Navy
Captam Chailes Haves, U'S Army

Iouspital Corpsman Second Class Joli Barden, US Navy
Staft Sexgeant Raul Flores, US Au Force

Lunch Panel 3

Licwienant Steven Strockon, US Navy

Master Sergeant Cindy Gappert, US Au Foree

Statf Sergeant Chnton Carter, US An Force

Stalf Sergeant Dequan Jones, US Army

Hospital Gorpsman Second Class Manuel Olivares, U'S Navs
Hospital Corpsman James Boyd U S Navy

Lunch Panel 4

Major Aaron Kondor, US A Force

Captain John Davis, U S Air Force

Technical Sergeant Fric MeCoy, US Air Force
Scrgeant Alica Johnson, US Army

Speaalist Nicole Gilbeat, US Army




Ity

QOctober 3, 2007
Washington D C

Town Hall Meeting

I'tank A Camim, Jr, PhD, Semor kEeconomist, RAND National Defense Reseaich
Instnute Presentation Thaking Strate gieally About Mifiary-to-Croihan Conversions

fary B Pannulle, Duedaoy, keonomic and Manpower Analysis Division, Program
Anilysis & Fviluation Directorate, Office of the Sceretary of Detense Presentation
Military Readiness Review Process

Richard A Robbins, Head Requurements and Programming & Budgeting Division
Office of the Undascavctary of Dadense {(Personnd & Readiness) Presentation
Mihitary Readimess Remew Process

Maurice Yaglom, Chuct, Manpower Progranimung Division, Gffice of the Suigeon
Gonaral, Headquarters, Deparmment of the Army Presentation Determung the
Optimal Manpower Mix to Meet the Army's Health Care Mision

Rear Adnural Michad H Mittdman, Medical Service Corps, US Navy Directon,
M dical Sanvice Corps, Director, Medical Resowees, Plans and Policy Diviston,
Ofhee of the Chief of Naval Opaations Presentation Determmning the Apprapnate
Manpower Mix unthun Navy Medicmne

Colonel Denmis I Beatty, Modical Samvace Corps, US A Torce Chudh, Medical
Programming Tviston, (Hhee of the An Toree Surgeon General Presentation An
Force Medieal Service Personmel Requivements Program

Richard | Maghor, MD, Fxecutine Vice President, Business Titianves and Chnieal
Affans Commercral Savices Group, UnitedlHealth Group Presentinon Healtheare
hansformation for An Older America—{€ vcating Contimuty . a Fragwme nted flealthiare
Enorronment

Steve Lulhe, Deputy Chicl, TRIC ARE Oparations, TRICARE Mandgement Activaty
Presentation TRICARE for Life

Robert (Bob) ] Moss Jr, Diputy Dnector, Management Control and Financial
Stuchcs Diasion, Office of the Chief Finanaal Officey, TRICARE Management
Actaty Presentation TRICARE for Life
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Appendix F DoD Guidance/Oversight of Wellness Initiatives

As part of 1its ch 1 ge, the Task Foice was ashed to assess “wellness initiatives and
disease management programs of the Department of Defense, including health nisk
tacking and the use of 1ewards for wellness " In addition, it was asked to review
“education progiams tocused on prevenvion awareness and patuent-imitiated health
care”

Backgreund

Dol Instruction 6025 20

Dol) Insiructhion 6025 20 (January 5, 2006) implements policy for establishing
medical management programs within the irect Care System according 1o the
following directives and standards

1) Dol Dnectve 1010 10, Health I'1omotion and Disease/Imury Prevention
(August 22, 200%),

2) Do} Directive 6000 14, Patient Bill ol Rights and Responsiilities in the
Military Tealth Systemn (MHS) (July 30, 1998),

3 Dol Dneane 6025 13, Medwcal Qualiny Assurance in the Military Health
System (Mav 4, 2004), and

4) Standards of the Jomt ¢ omnnssion, current ediiion
Instruction Number 6025 20 defines rerms assoctated with medical management,
provides guwdance for the implementation of pohicies, assigns responsitulity, and
speahies content fon component activities withun Medical Ireatment Facilties (M I'Es)
Apm opriate medical management progianis include disease management, case
managoment, and unthzaton management and all components assoaated with
them Program implemontation and success at the MTIE level are predicates for
success M improving and sustaning the gquabty of care delivered and in achieving
Tu-S¢rvice Business Plan objcctnes, which indude meenng the following goals

1) mmproved access o cdie,

2) increascd provider productvaty,

3) bettar-managed 1cferrals,

4} morc accurate Jabor reporting,

3} improved documented value of care codimg),
0) immplomantation of cnidence-based health care,
7) better management of pharmacy expenses and
8) rcadiness planning !

The TRICARE Managememt Acuvity (TMA) defines the components of 1ts Medical
Management as {ollows

1 ol TRICARF Management Actonty Medieal Management Cuwede fanuary 2006 Secion V 19




Disease management 15 defined as An oyganized effort to achieve desired health
outcomes 1 populations with prevalent, often chronic diseases, for which caie
practuices may be subject to considerable vanation These programs use mter ventions
that are evidence-based to dnect the pauent's plan of care Programs also equap the
patient with information and a self-care plan to self-manage wellness and prevent
compheattons that may 1esult from poor control of the disease process ¢

Case management 1s detined as A collaborative process under the populanon health

contnuum which assesses, plans, implements, coordinates, monitors, and evaluates
options and services to meet an mdivadual’s health to promote quality, cost-effective
outcomes *

Utilization management 1s defined as An orgamzation-wide, interdisciplmary approach
te balanung cost, quabty, and sk concerns i the provision of panent cae *°

The Disease Management Association of Amenica {(DMAA) defines disease manage-
ment as “a system of coomdinatied healih ca1e 1intervenuons and communications for
populations with conditions in which patient self-care efforts are signuficant *# The
components of disease management mchade

* populaiion idenufcation processes,
* use of evidenced-based pracuice guidelines,

* collabmartive practice models to incude physician and support-service
providers,

* pauent self-management ecducanion (may indude prunary prevention, behavior
modification programs, and comphance/surverllance},

* process and oulcomes measurement, exaluaton, and management, and

* routine 1cporting/teedback loop (may indude communication with patient,
physictan, health plan, and ancdlary providers, and pracuce profiling)

Accondig o the DMAA, full-service discase minagement programs niust incude all
six of these components, progiams with fower components are known as disease
management support services *

To b ctfective, medical managoment 1s mte nded 10 be annegr ared managed care
mode] that promotes the thiee core areas as the approach to pavent care Medical
management promotes the usc of evidence-based, outcome-orented medicne that
mcorporates sound cdinical pracice guidebines into the care process, in addition, it
allows for intadepondency between the direct care and purchased care systems ®

2 Departmend of Defense Instruction 6025 20 Mhlitary Management Programs w the Derect Core Sstem and Remote dveas
Jonuary 5 2006

3 Itnd

{ Id

§ Utshzation maviogenient 15 un expanston of (radetienal widioafton sevsew actisties 1o encompess the management of all
avarlable liealth care resovrces enctuding swferral management

6 Disease Management Associatron of dmerica DM 44 Defimstion of Disease Management See wuny dman orgidm_defnrtion
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The implementation of a well managed medical management program allows for
accountabihty at every level of the Miluary Health System (MHS) facihty regional,
Major € ommands, and ultmately Do) Guidance tor the implementation and
execution of DoD Iasttucuon G025 20 15 outhned m the January 2006 Tii-Service
and TMA expeits Medical Management Guide—DolYs reference for establishing
health « e delvery progiams The Guude speaihcally addiesses utihzation manage-
ment, case management, and disease management as the approaches to managing
patient caie

Assistant Secretary of Defense for Health Affairs Memorandum

A January 4, 2006, Assistant Seaietary of Defense for Health Affans memorandum
outhnes bioad nmplementation guidance for DoD s Medical Management Guide

The memorandum describes Dol Instruction 6025 20 as the pohicy on “what to do;
and the Mediwal Management Gurde as the “how to do 1t ™ According o the memoran-
dum, the Gude provides a strategic overview for those 1n leadership positions and
praciioners at the fachty, dhine, or bedside level 1he memorandum encow ages
‘widespread use and dissemination” of the Gurde 1he services are responuble for
umplementation and sndiadudalized policies, however, the mtended use of the Gude
15 10 anure standaidization 1 the implomentation and execution of progi ams
assocdted with medical management

Department of Defense Directive 1010 10

DoD Duedine 1010 10 (August 22, 2003, and recertified November 24, 200%) sets
pohiey and rosponsbilities for programs m health promotion, disease and imury
pravention, and population healih wuhin Do) It establishes the requnement 1o
unplement these programs and to nuprove populacon health to ymprove and sustain
mulary 1eadiness, health, fitness, and quihiey of hte tor military personnel, DoD
personnel, and other benehaaries ' 11ns directave outhines Dol¥s policy of suppoit-
mg the Departinent of Health and Fluman Somvices’ Healthy People Goals and
Objpectves across Dob by placmg cmplssis on Healthy People’s leadmyg health
indicators physical actwity, ovawaght aud obesity, tobacco use substance abuse,
responiatble soxual behavioy, wmontal health, wmpury and violence, cnvironmental
quahty, nnmumezation, and access to cdie !

Responsibility

The Assistant Scaretary of Defense for Health Affans, under the Sear ctary of
Dedense for Personnel and Reachness, Sceictaries of Military Departments, and the
TMA Thrccton, ensures that TRICARE Arca Offices and TRICARF Regional Offices
guarante the availability of petsonned to saive as medical management hasons with
TMA, Single and Multiservice Market Managers, MTFs, and managed care support
contractors through the communicanion and dissemunation of pohices and the
coordmation of medical management educanon and trammg actnties within local
and 1egional areas '

9 Assistant Secrelury of Defense Health Affuars Memorandum Medecal Management Curde Jonunry 5 2006

10 Department of Defense Doectwe 101010 Health Promotion and Diseasellugury Preventson dugust 22 2603

H Thad

12 Department of Defense fustruchon 6025 20 Miditary Monagement Programs i the Divect Care System and Rewole Areas
January 5 2008




In the course of ns delibet ations, the Task Force recenved briefings and backgiound
matertals tegarding these topics on the following services, agencies, and civilian
plans

*+ TMA

* U'S Army Medical Department

* US An Force

+ US Navy

* Healthways, Inc

* Linformed Services Farmily Health Plan (USFHS) Aihance
* Johns Hophkins Health Care

* CIGNA Healthcare

DoD Programs

TMA

LMA, n conjunction with the Arnny, through its U'S Army Center for Health
Promotion and Preventive Mediane (CHIPPM) and all subordinate commands within
the 'S Armv Medical Gominand, the Navy, through its Navy Envioonmental Health
Centey and subordinate wommands winhin the Naval Medhical Depariment, and the
Aiwr Force throughats US An Force Populaiien Health Support Division and
medical elements, dissemmates guidanee i support of DolY Instrucuon 6025 20
through the Mediral Management Gurde  The services are responsible for policy
mmplementation m 1¢lation 1o panent care mandgement

Within the misson of the MHS—" To enhance Dob) and our Nanon's security b
provichng health support for the tull range of nmlieary operations and sustanmung the
health of all those entrusted to our care’ —1 MA works within a population health
and medical management model o promote care oordmation that yields the
desired wellness outcomies TMA emplovs o mulufacctod approach to care manage-
ment—ciscase manganent and 4 campaign for healthy Iifestyles

Discase Management To TMA, disc ise management 1s advoc ating sellbmanagement
to mimmnze complications n a patient populanon with the same chronic discase or
condinon ' Appropiatedy implemented discase management programs utshze
evicdence-based mediantempnical data in the form ot dhmical pracice guidchings
and allow for coer dinated approaches thiough communication to ensure continuity
and decrtase vanation in car patteins TMA has implamented programs targeting
congestive heart falure (CHF), asthima, and digabctes ¥ These programs target direct
and puichased care TRICARE Pinne cmollees, while TRICARF standard bencficia-
rics are imduded nt 4 demonstration project TMA'S Office of the Chiet Medical
Otfica identsfies (through the use of adminstrative data) chigble patients, based on
the following factors

* hastory of outpatient vistts,

= history of emergency department visits,

* hustory of hospitalizauons, and

« hustory of medication usage (asthma and diabetes)

13 Doly TRICARF Management Artrnty Medical Management Cude January 2006 p 3
14 fack Smath MD MMM TRICARE Management Activity, Mylttary Healih System Dispase Management and € ampasgn for
Healthy Iifestvles Briefto the Task Farce Juby {1 2007 Shde 7
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Once identified, patients are assigned to one of four levels on a monthly basis, with
levels three and four resei ved for intervention

Although a compi ehensive 1eport on this effort will not be available unul December
2007, ongomng evaluaton includes ciitical performance measwes, such as clmacal
outcommes, wiitizavion, and tmanaal ouicomes Figures 1 and 24 display baselime
Fiseal Year 2000 medical costs for CHF ind asthma, 1espectinely An effectne disease
management progiam will decrease pharmaceutical, emergency care, hospital
npatent, and outpatient costs

FISCAL YEAR 2006 (BASELINE) CHF MEDICAL COSTS FOR
DM ELIGIBLE (LEVELS 2 & 4) PATIENTS

5 004 patients ehgible for OM thus far
{Sept 06 to March 07)

tn FYOE (the year preceding DM

these patients had

- $69M 1n total CHF refated
expendityres

— 80% of expenditures for inpatient
ant emergency care

— 513900 per member per year in
CHF relatec costs {out of $36 50D
per member per year «n total
TRICARE costs)

W ilo prabeetem tare (S5 A6 000) W Pha macouiicale 44 090
WO pa ert are vy 24R O0Y o ETL grpey Lars S S0 o

Settree fuck Smike DOV FRICARE Managerrent ei siv \ilitan Health Yysien:
{hwe ¢ Me nag enent ana Campeogn oy Healtfo, Trjestyles Binf b the Jank Joree [y 11 2007

Frasre T

I5 Ihad Shides {1 and 12



FISCAL YEAR 2006 (BASELINE) ASTHMA MEDICAL COSTS FOR
DM ELIGIBLE (LEVELS 3 & 4} PATIENTS

25 897 patients eligible for DM thus far
(Sept 06 to March 07}

1o FYDE (the year preceding DM}
these patients had
- $65M in total asthing reiated
expenditures
10% of expenditures for inpatient
and emergency care
$2 500 per membes per year 10
asthma selated costs (out of totat
er member per year 1a total
RICARE costs)

WWH poactapar biare $yo9d 0P W PRAcmareat § Is (% 0 1,7 1 gy
WO fpner Care § o4 a0 M W Lopargenny Gdre (e 96 {0

Sattzed fuck Suth YWD AL FRIC AN M pagemend doie iy Murary Heal'h Syem
Freetess Manaomen won Corlian jor Healtin 1 hles Daget o the Task Tvee Juby 11 2067
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Campaign for TTealchy Lifestyles TMA has awar ded contracts for health promotion
demonstration and pilot projects to reverse negatve health tiends in Acuve Duty and
military famib populations, to make the M11$ a more proacuve health care system
through education and aw areness of lifestyle chuices, and to foster partnerships with
commands, comnumnities, and other agenaics m support of healthy hfestyle choices
The focus of the campaign s on three a1eas idenufied as negative health behavier
and as the leading causes of death m 2002 1) smohing, 2) alcohol consumption and
abuse, and 3) obesity '*

* Tobacco Cessauon A 2002 Dol survey of Tealth Related Behaviors among
Militmy Parsonnel 1evealed a tobacco use 1ate of 33 8 percent, an increase n
presalence for the fu st ume in two decades Use was attibuted primarily to
younger enlisted service members Findings fiom multiple levels of reseasch
are that 1) the avalability of lower priced tobacco products in commissaries 1s
viened as suppoltine of tobacco use, 2) tobacco use 1s percenved as being consis-
tent with the image of success m the military, and 3) “smoke pits” are viewed as
sorial settings and oppot tunities o mteract without consideration of rank ¥ The
miedical care cost incurred by DoD in 2004 as a result of tobacco use 1s esumated
to be $1 6 billion ** The overarching goal of the mulitary 1s aligned with the
Iealthy People 2010 tobacco use goal to “1educe iliness, disabihty, and death
1elated to tobacco use and exposure to second hand smoke ”

16 fuck Stk MD MMM 1 RICARF Manogement Acwity Mibtary Health Sysiem Disease Management and Compagn for
Healthy Iyjestyles Brief to the Tak Faree fuby 1 2007 Shde 21

17 Samuel Olazya 1 RICARF Management Aoty Infarmatron Paper on Depariment of Deferise Tobacca Use Counter
Muarketmg Campargn January 5 2007

18 jack Sk MD MMM 1 RICARF Management Actonty Mibitary Health System Diseave Management and Campagn for
Healthy { ifestyles Brief iu the fask Force Juby 11 26007 Sivde 11




Th v

Pz g HEF JTURY A F fLiva®y | FLT 1 URHE

The Tobacco I'tee Me and Quit Tobacco, Make Everyone Proud tobacco use
cessation demonstration projects are two mutiatives that have been nmplemented
thhough TMA Tobacco Free Me became operattonal in May 2006 and contunues
to tecrit participants m mdel to reach s demonstranon target populaton of
400 The Quit Tobacco, Make Evervone Proud program, piloted in February
2007, targets 725,000 18 to 24 year olds Post-implementation data are 1equired
for 1tefinement of the program if necessary ot 1equired

Alcohol Abuse Prevention Annual medical costs to DoD for active duty care
related to alcohol consumption are estumated to be $364 nullion Alcohol
consumption contisbutes to 20 to 23 percent of motor vehucle accident fatalities,
1esults in approximately 700 manital separanons annually, and totals 1,764
{ull-tune equn alents lost to producinaty annually for DoD ' TMA's aleohol
abuse prevention targets the Acuve Duty population and/or 18- 10 24-year-old
enhisted personnel—it does not target the entire population of beneticiaries

Obesity Obesity and weight gamn negatively affect readiness by predisposing
mdniduals to musculoskeletal injury, increasing dayume somnolence, i easing
military fitness test farhures, contributing to poor wound heahng, and leading to
mcreased tates of depression ind swade ** I MA's Obesty Integrated Project
Team was chartered i 2004 1o develop a multdisaphinary strategy to deciease
the inaidence/prevalence of overwaght ind obesity within DoD by promoting a
program of 1egular exeruse and healthy eating in the mibtary communuy

I he Healthy kating and Aclive Living in [ RICARE Households program 1s a
demonst 1on project for an interactne weight loss program with muluple
oplions, such as self-paced actrvities and Ifestyvle woaches accessible via the

Intet nct or by wlephone Dhe pioject 1s conhined 10 TRICARE Prime Non-
Adtive Duty bencheraries with body mass indices >25 and <31 who are 18 10 64
veais old and who reside in Tinors, Indiana, Michigan, o Ohio 1he programs
objective 1s to deternune whether a combination of approaches—including
distance learing, weight loss medication, and health coactung 1s cost-etfecine
His project ends September 30, 2008

IMA duta adcitionally refere nce findings on tobacco cessanion and obesity
through the MHS Balanced Score C and Metrics Panel

Preventive Services, Nonsmoking Rates The August 2007 MHS Balanced Score
Card Matrics Pand reports nonsmoking rates of 78 percent 78 pacent, and

78 percent for Acuve Duty, Prime ¢nrollecs, and all dhigibles, respectively None
of these met the Healthy People 2010 goal of 88 percent  The rates of those
counscled to quit smokmg were 58 percent, 67 pereent, and b6 percent, 1espec-
tvely, fon the same category of boncfiaary, bdow the Consumer Assessment of
Healthcare Providers and Systems benchmark of 70 percent

Prevenuve Services, Nonobese Population The MHS nonobese population
1ates tor the same benchaary populations were 87 pereent, 78 porcent, and
78 purcent, respectively e only population achieing and surpassing the
Healthy People 2010 goal of 85 percent 1s the Active Duty population &

19 Id  Shde 30
20 Ikd  Shde 42

i} Office of the 4sistant Secretary of Defense Health Affarrs Miliary Health Svtem Bolaneed Seore Curd Metnies Panel
ugust 2007



Summary of BoD Wellness Programs

Lhe services, i accordance with the medical management actvities outhined by
TMA, have implomented scrvice-specific wellness and disease prevention programs
At this time, servie presentations and reseaich do not provide adequale information
to dercimine whether targets a1e bemg met in the areas of smoking cessation and
weight managemen

TMA sponsors welluess niiatives and pilots that support program implementanon
or change 1MA, however, does not reimburse benehcaiaries for some imterventions
recened outside of the MTF, one example 15 sinoking-cessation interventions TMA
will recxaluate this issue afier assesaing the results of ongoing smoking-cessation
demonstration projects

Despuie rencwed intavennions and emphasts on praventng suiiades, suicide tates i
the Avmv have mcrcased, while data indicate that the Air Force has an extremely
suctessful swadc prevennion program The services would bencfit hom continued
momtonng of these programs at the MHS level

The An Fored’s Health and Wllness Center 1s a modcd for the MHS and supports
welingss minauses with appropriate qualificd statf, physical space, and command
emphasts This model deduers and ranforces wollness imratives and faalicates
comprehensive program oyvaluanon, documontation of outputs, and cost analyas to
dctermine return on vestent
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Appendix G Additional Information on Procurement
and Contracting

Contracting for Direct Care Medical Services

The Air Force, Avmy, and Navy each has a separate organizational structure that
supports contracting for direct care medical seivices [ he National Defense Authon-
zation Act {NDAA) fon Tiscal Year 2001 requned the Secretary of each military
department 10 cstablish at least one center of exeellence in comracting tor services
Both the Army and Navy have centralized acquisiion activities, whale the Awr Force
wses medical sermice commodity counals that centi alize acquisition strategy develop-
ment while mamtaiming decenniahized ordering Key eloments of the otgamzanional
structures are described below

Army Health Care Acquisition Activity

The Army has the largest orgamzational structure dedicated to health care procure-
ment In the US Army Medical Command (MEDCOM), all requn ements for direct
care medical services generally flow trom the Military Ticatmont Faubties (MTFEs)
thiough 1ts six Regional € onnacting Offices to the Avmv's Center for Health Care
Contracting (CHCCY CHCC 15 colocated with the Health € are Acquisition Activity’s
(HCAA') headquartars at Tort Sam Houston, Texas, and 1s the hub for MEDGOM-
wide contract support Tt also s dedicated to providing conti actual istruments
designed to taahtate the suppaort thar Regional Contracting Offices provide to then
respective reglons The Ainyy aligns its 1egronal orgamizational structure to serve the
nceds of customes s within that Regional Medical ¢ emmand

HGAA' pumanly contracts for health care services m support of the Army Medical
Depariment (AMEDD) THCAA awards and administer s contiacts for a varety of
services, ndiuding nurng saisices, transcuiption seivices, reference laboratory
S€1VICes, IMaging mamicnance scvices, and services provided by physician, dentists,
pharmacists, 4 vatiety of medical-speciic techrucians, and anaillaiy personnel
TICAA also contracts for other health care-rdated sevvices i support of the Avmy
health care mission, and it serves as a secondary contiacting source to AMEDD for
medical equipment and supplies

Navy Naval Medical Logistics Command

In 1987, the Bureau ot Medicine and Suigerv (BUMED) consolidated operations at
the Naval Mcdical Logisues Command (NAV MEDLOGCOM) for most health care
senices contracting ahove the smpbified acquisimion threshold ! NAVMEDLOGCOM
specializes in the acquisinon of health care setvices, supplies, and equipment Tts
contracting authonty comes from the Naval Supply Systems Command and s
program management iom BUMED Most health cae se1vices contracts mclude

A base year ind four opnion peniods for a total of five years NAVMEDLOGCOM
uses two methods to procure health care services Indiidual Set Asides (1SAs) and
Request tor Proposals (RFPs)

1 See hean medeam qmedd army melidefoult im

2 The qimphified acquasition threshold 1 8100 000 exiepl for acquisitions af supplies or serveces that as deter maned by the head
of the agenes ave o be used (o support a contingeney operation o1 1o funiitiate defense agarnst o recavery from nuclear
bologacal chemical or wadwlogreal aitach (41 1S ( 428n) the irvm means 1) B256 000 for any contract fo be awarded and
performed ar purchase to be made inswde the Lhited Siales and 2) §1 waihon for amy contredd te be mvarded and perforimed or
purchase to be made outyide the Urnited States



The Navy provides technical support for direcr care medical services acquistions
thiough the NAVMEDLOGCOM Healtheare Seisices Support Dnectorate The
Acquisition Man igement Duectorate has procurement authority and conducts
acquusitions for person il services contiacts ¥ Fleer Industrial Supply Center Noifolk
Detachment Philadelphia has procmement autherity and conducts acquisiions for
nonpersonal services contiacts

Air Force Medical Service Commodity Council

The Secretary of the Aur Force for Acquisttion 1evised the An Foice Federal Acquisi-
uon Regulauon Supplement 1o enable the establishment and function of enter prise-
wide commodity conunals i icquisstiion The An Force wdentifies groups of items
(commodittes) purchased by mamy acinanes thioughout the An Force that can be
better provided (e g, faster, better qualny, less expensive) if a single activity estab-
lishes and nnplements a conunon strategy and contract vehicle for them Once
established, decenu aliced midering at the established prices is possible

In 2005, the An Force Surgeon General established the Air Force Medical Service
{(AFMS) Commuodis Counal as a strategre someing tean parmered with the Deputy
Assistant Secretars len C ontracung o ook at siategic purchasing of health care
services A commmodhty councl 1s a strategic purchasig unit that uses a program-
matic approach o scuisitions, has an approved buying shategy for goods and
se1vices, uses spirdl development—needyfunding/contracting, implements a central-
1zed strategy 1o save lead nme/resources, and employs a aoss-functional, integrated
sourcing team AIMS was one of the fiust groups to establish a commodaty council
and now serves as a4 model o1 five new Air Force commodity councils ' Lhe team
dexelops centralized acquisition strategies to meet direct care medical 1equirements
Lhe Commodity Counal mamtains everall program control of the stiategies,
modifies them as necded, and reports results to key stakeholders

Caven the Air Force model the medical community dovdops the 1equirements
thiough the ATMS Commadity Counal, and the An Torce cxecutes the strategics
developed by the medical coommunity, which mdudes the Ieveraging of local base
contracting 1¢sources by MTTs

The ATMS Connmodity Counal s nmssion’ 1s to support the AFMS and the Warfighter
in enler prise-wide medical acgquisition programs m ordet to impove customer
support, reduce the prichase cost of services, 1educe variation m services contr acts
by maciung standar dizaton, accclaate dedivery responsivencss, and provide
Iifecydde managemene suppart The Counal's imitial st1ategy spuals have boen in

the arcas of professwonal seryvices and dimeal support sciviees, i the future, 1t will
cxamme facilitics mamtenance support

Previous Assessments and Recommendations for Medical Acquisitions

I 2002, Dol spent about $875 nullion to acquire medical services thiough direct
care medical services cont acts, excluding mformation technology wntracts " The
DoD Office of the Inspector General (DoD IG) conducted an audit to evaluate the
efficiency aud ctHectneness of DoD contiacung practices and procedures for acquiring
nen-TRICARE medical services and to evaluate the management control

3t Part 37104 persenal sevviees eanivachs the Federal Acquiation Regulation notes that a persanal servnes cantiar! 15
chavacterized by the employer emploree relutionsiup o erentes between the government and the cantractor s personnel

? foe Mrrrow Duector AFMS C ommodity Council Response te Task Force RFI fuly 19 2007

3 foe Mrrrow An Fure Medical Serwace € ommodits Counedl (Pou erPont presentufion) Juby 25 2007 Shde 5

& Repariment of Defense Gffece of the buspector Censval degrasitron Direct € are Medscal Servuces Cantracts D 2004 04 p +
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prog am appheable ta the audit objective The andit included 125 contiacts valued at
approximately $73 nullion During the audit the DoD IG idenufied examples where
the approach used by the MHS involved the following

= ovetlappmg contracting effonts,
* mconsistent application and awaid of nanpersonal se1vices contracts,
* liberal inter pretation of forward funding gwidance,

* dilferent methods of awarding mummum guaranteed work under multiple
award task order contracts,

* mappropriate use of indmwidual set-aside contracts, 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 nedical se1vices and better coordinaung
contracting efforts, the Military Health System could

* reduce duplicanon and {1 agmentation among DoD contiacting organizauons
that acquire medical services,

*+ 1educe exposwie 1o sk from nonpersonal services contiacts admuustered as
petsonal services contracts,

® UICredse competiion 1N coni adhimg, and

* avond a potential FICA [Federal Insuiance C oninibutions Act] liabality, winch
may be incurred by the use of 1SA contracts ™

Based on a1ecommendation from the Dol IG, the Assistant Secrerary of Defense

ton Health Attan s (HA) chartered the Avmy Swgeon General to lead a DoD-Wide
Soategy Counal 1o “davelop a coordmated sirategy for acquiring direct care medical
services that indudes the miplementanion of the centers of excellence concept ™
Based on a thoough review of organizational structures, business processes, and
spencling data for cach of the three seivices, the Suategy Counal ssued 1ts final
report in June 2005 pcsenting the results of 1its analvais and a set of recommenda-
tions tor addrcsang the DoD IG's recommendinons The report contaimned three key
recommenddtions

1) T'stablish a Do orgamzation with ti-scivice suppont responsibihitics and
Acxihble contracting authorty

2} Fotablish sty ategic souraing counals for key labor categonies
3} Standardize acquisition process andelated capabilines

Sec Fable 1 for morc spedifics on the Stratcgy Counal's findings and recommenda-
tiens, as wll as the findings and 1ccommendations of other veview groups

Quadrennial Defense Review Initiative 15 (Contracting for
Health Care Services)

The Quadiennial Delense Review (QIIR) was designed 1o continue progiess toward
the goal of MITS nansio manon To this end, the QDR process identified 18 imitia-
trves across 4 focus ateas 1) transform the force, 2) nansform the infrasuucture,

3) transfonm the business, and 4) sustain the benefit

QDR Imative 15 addresses contiacung for health care services The MIIS Office of
Translormation ensutes that this and the other inmatives are developed and imple-
mented 1 an mtegrated and effective manner with the sexvices and the Joint Staff

Tlnd p 4

&lnd p 14

9 Dol Wide Straiegy Counvil for dequumg Davect Care Medical Sevvices Final Repert June 2005 p 1

10 Dof) Wade Stretegy Counedf for Arquiring Dtvec! Cave Medical Serviees Final Reporl June 2005 p 1 2
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Quadrennial Defense Review Initiative 16 (Contracting for
Professional Services)

1 he mmpetus tor QDR Inative 16 came from a 2004 DoD 1Gaeport, which called
for a joint and st ategic entet prise approach to medical services acquisition and for
suengthening the acquimtion guidance and oversight process !

The Difense Wide Stategy Counal published s final report 1n response o this
mvtiative m June 2005 and 1ecommended that the following be accomplished

* tormalize tri-service support respensibihities while leveraging existing
acquisiion capabilities,
* establish stiategic sowang counals for key labor categoltes, and

* standardize acquisinion process and related capabihities

These rccommendations have served as a starting pomt for the TMA (TRICARE
Managonwnt Actvity) Hloalth Care Contracting Work Group as it embarks on
devdloping a coordingted tri service process tor acquiring contract medical services
personncd i accordance wuh QDR Imitiative 16 Beforc the Work Group charter
exprres in June 2008, the moup plans to complete the lollowing tasks i accordance
with the ioitiatve #2

* cstablish a Seraregic Sourang Councl,
* standardwc the profossiondl services acquisition process,
¢stablish Muluple Award Task Order and 1/1Q) contracts, and

derelop a common, automated databank tor the services’ professional services
acquistiionfeontl acung dcinvities

-

Imtiatives Planned or Started

Logistics and suppot t sersices 1s one of the categones of shared suppott services and
funcuons identified for consohidation in the Winkenwerda “Unified Medical
Command--Way Ahcid Momo ™ The logistics personnd idenufied for consolida-
uon in the Center for Naval Analvses study “Cost Imphications of a Unified Medical
Command” will come from the {ollowmg orgazations

* HGAA, Arnny Marteriel Command, and MEDCOM,
* NAVMEDI OGO OM and Navy Fleet Hospital Suppuort Office, and
* Arr Torce Mateniel Command and An Force Medical Support Agency V'

Although the services alieady have consolitated most of then medical logistics
personnel at Fort Detrick, Marvland, they sull mamiamn separate command struc-
tures, thus, a source of potential savings comes from the unification of command
stiucture Much of the potential savings to the MHS that could be 1ealized 1 such a
consolidation of logistics and acquisition comes from “the ability o pool purchases
and purchasing power to get volume discounts” and this cost-saving st ategy appeais
to be exhausted at the service level

11 Dol} IG Report Durect Care Medical Serviees { ondracts fune 2004

12 Michael O Bur Gundvennial Defense Rez e Roadmap for Medicad 1 ransformatien Inthatroes 15 and 16 Overvewo for the
DOL Lask Farce an the Future af Militar, Health Care (Pawes Poni preseniation) July 25 2007 Shde 28

13 4r,12mn Meme for Deputs Secretary of Deferse SUBL Jonit Unnfeed Medunl € ommand Way 4head November 27 2006 lab
B

14 Fric W Chrstonsen Dedun | Farr James F € rofer Flizabsth Schaefer (osi pleations of a Umfied Medieal Command
A.!ax?:idna VA CNA Corpmation May 20006 p 79

15 Ity
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Strategic Sourcing and Commod:ty Councils

Strategic souraing 1s a structured, analytical, and collaborative process for critically
analyzing an organizions spending and using this information to make business
decrsions about acquing commodities and services more etfecnely and efficiently
This approach 10 avquimiion through commoday counals has been gaiming tavor
within the federal government On May 20, 2005, the Othce of Management and
Budget (OMB} duected fedaral agenaes 1o establish and meet speafic strategic
sourcing goals '

As part of this dueclive, the U'S Army Medjcal Research Acquisinion Activity 1s
implementing a st ategie sourang mivatve for ns acqusition of medical research
labaratory supplies, cquipment, and services  Fhis sstiative was diwven by the
opportumty 1o sigificantly 1¢duce costs in these areas based on current expends-
turcs (§1 9 balhion in Tiscal Year 2007)7 and projecred imarcased demand (32 o $3
bithon addinonal in Tiscal Year 2007) from other agenaes (DoD, the Department of
Homeland Scourity, and the Department of Agiiculturd) for these commodities The
targct goal for cost saving from this imtanve 1s 15 porcent

Furthaimote, the DoD Wide Strategy Counal reeormmended i us June 2005 report
the cstablishment of Suategic Sourang Counals tor thice key labor categories
nurses, rachologists, and dentists

Alternative Contracting Vehicles

OMB's Acquusition Advisory Pand, ¢stablished in accordance with the Services
Acquisiion Reform Act of 2003, “recaved evidence homwitnesses and through
reports by nspectors genaral and the GAO conca ning anproper use of task and
delivery onder contracts, multiple award IDIQ [Indefinute Delivery/Indefinie
Quanuty] contracts, and other government-wide contiacts  Nonetheless, the panel
strongly believes that when properly used these contiact schicles serve an impor tant
function and that the governnient derives considerable benefits fiom using them %
Over the vears, the MHS has been working to est iblish several of these vehicles to
mantam and encour 1ge improved contractor performance, incredse procurement
Aexability, and reduce time 1o dclvery These include TMA Indcfinite Deliser y/
Indefinite Quanuty {TDV1Q) velucles,® HUAA s Innovauve Medical Acquisition
Progiam in 2001 and the [oHow-on contract for Army Dnect € are Medical Seivices,
and Navy™ services for duect medical health care with 1egionahized multiple award
task order contracts

16 OME Mento Implementing Stategic Seurcig Mav 20 2005

17 Offiec of the Under Secretary of Defense for Acquasttion Technology and § ogistics (QUSDXATE! )y Office of Management
and Budgel Implementatson of Stralegie Sowrewng ttintves Fiscal Year 06 Update Umited States Depar bment of Defense
(DD} Mareh 2007 p 54

18ibd p 56

19 Doly Wide Strategs Cowncal for Acquiring Divect € ave Medcal Servues Final Repart fune 2005 p 2

20 Report of the Acquistton Adveory Pancd to the Office of Federal Procutement Policy and the Unsted Stades Cangress
Derember 2006 p 1 59

21 Jean Storck TRICARF Lontrarts Overmew Briefio the Task Fore (PouerPont presentation) February & 2007 Shde 17
22 Terry Horest Andy Muenzfeld Brieffo the task Fore (PowerPomt poesentanion) Juls 2 2007 Shde 14
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Gnuncton with the Mibitary Department Surgeons
General (MDSG) o Develop a comdmated shatesy
for acquirnw direct care medival services that

i Oy des the imaementat on of the centers of
excellence coneepl b Deveiop implerneniing

¢ tikdnce far acquirng direct care medical services
Aba minimu n esue suidance on {1; The use of
PETSONAl versus ran pera nadi services contrarts

2 The eppronate wse o8 torward funding (3) The
tolf lment of rirnnum puarantees far mulhiple
award tash order contracts and {41 The use of ISA
contracts

Dab 15 recommends ') The MDAG develop an
warsipht process for the acqusition of anect caie
maaical servi.©s 1o inciude at a nunirmum
manitoing @ The fype and character of contracts
used o The use of the farward funding <tatute ~
The award of manimum guarantees for multiple
avrrd task order rontracts and d The extent of
contract ~omplotion
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Appendix H The Reserve Component

Expansion of the Health Care Benefit for the Reserve Component

1 he National Defense Authorization Acts (NDAAs) for Fiscal Years 2004, 2005, 2006,
and 2007 (see lable) have incieased the health care benefits available to mobihzed
reseryists and therr dependents which generally include spouses and dependent
children 1hese acts expanded the number of reservists and then dependents who
are dhigible ton TRICARF and the duration of thewr eligibility

Expansion of the Health Care Benetfit for the Reserve Component

Law

PROVISIONS

NDAAFY 2001

* Allgaed ormactivated (crab ra g ihe Selodled R sanes a0 1 e inewidual Ready
Re ¢ ve and Lher family memt ere to enredl w TRICARE o the e mbor wa s Jigible
for unemplo 0t ol camnpensaton or was mcligbie for hoalth care roverage from s
o1 har civbian employer

* Al nwed resenists who hiad pe nding actne duty order > 10 use TRICARE for ap taS(
riaye bofor Aheir active July service began

* Fxt oo Ihe leng!h of ime that senvice memb r3 ncluding dmobilized reeorvists,
could rre TRICARE 3fter they had been reloased from a tive duty tu 180 days
Tranait or Assistanice Manegorment fhogram (1AMP)

s The e provision were et lu expire on December 31 004

NPAA TY 2005

s Jndehnirely extended e tenisatdry provision passed in 2003 that allowed reservist
with endinz o tive dily tders Lo use e mililary nealth care Lystem ug to % days
Lefore then acine duty servic e began

» Indennutely extended e pmipoiary proasiun thal extenned the e gth of (ime thel
sersue members ol use TRICARE after they had been weleassd from aclive Juty
serviee 10 180 days TAMP

* Pronaded THILARE Standdrd coverage thiough @ new Lrogiam that Dold panwed
TRICARE hesene select (18] made availabie 1o reservits who hdd been
ac tvated tor « period of more than 30 day. m sapport of « Contimgency operehion on
o alter Septermber 11 091 and who agreen fu Lontinue sgry g, in the Celp ted
Resgives after resease from a. tive duty

- Under s provsion resarvis{s are elgible o pure hase TRICARD coverage for
theinselves anet hen tamily members tor upto 1 vear 1or earh O0 days of actve
auly sened of the number of full years for which ibey agreed 1o continue setvic e
whic hever 15 ighy

Reserviste pay a monthly premium of 28 percent ot the totel armount determined
by the Secretary of Defense on an appropriate actuarial busts 4s heng 1easundabie
for Coverape



TASkE FORTE N THE FUYURY OF AU aRY MO ALTR [ ARE

LAW PROVISIONS

NDAA FY 2006 * Extended elig bility for TRICARE Srandard to all Selected Re cerve component
parannnel
These reservste who met TRS require ments established m the NDAA for Fiscal Year
2005 conhinue 1o pay the &8 percent preaaum

= Those who are clipibl for unemployment compens«tion are self eniployed or ate
nehgible farinsuranc > theough an e mplayer >ponsorcd plan pay 50 percent

— [ho s who Jo not qua ity for the two 10w r preniin ievers sl b as tho e whic dre
tha ble tor cmpioy 1 | ased msurence Ll preter to enrellin TRICARE pay 85
norcent

N_DAA Fy 2007 * Rastructurc d ihe TS program Ly elmnnabing the thre e BergJ pramiom striet o

= bembers of th- Selected feserve wil be elgahie 1o (L ohase TRICARE coverase
for themsehes and th ir dependonte ¢l the 28 poieert premium rate re gardioes, of
whether ty g ha © 27 ved onachive duly insuppori of 8 ontmgency operation

= Fligibahity will not depend on tho ioagth of a =ervicc agr cmatt nicred inty

flmaing o penod of active duty inetead resorvisee will be ehigil L 1or RS for the
duration ot ther service in the Selected mesecie

= LoD s required B ampho ment these rhanges v C lober L 7000

¢ bslabinhed thal rosenvists wha an elgible for be Bo gl Empiyens Health Bonefi
Plan are not ehgible o ptrcha o TRICARE ¢ rage

Setace € 10 Vidigar Health Incvee o TICARPT Tyl for Reserionds Preoond 3 efwe i wal Challenses
CAD Gz 1os 2007 p 3

The Transition Assistance Management Program

National Guard and Reserve members separated from acuve duty after being called
up or ordered in suppott of a contingency operanion for an actne duty period of
more than 30 days and thar famuly members can 1ecenve tiansinonal TRICARE
corerage for 180 days through the Tiansition Assistance Management Program
(TAMP) Under TAMP, former activated reservists and family members ate not
chgihle to emoll or 1e-emoll in TRICARF, Prime Remote o1 1n TRICARE Prime
Remote for Active Duty Fanuly Members, because both prog ams require the
sponsor to be on active duty Under TAMP, the sponsor 1s no longer on active

duty and 1s treated as an Acuve Duty farmuly menber for benefits and cost-sharing
pui poses

The Continued Heaith Care Benefits Program

Reserve Component members may be eligible for the Continued Health Care
Benehts Progiam (CTICBP) for up to 18 months following 1elease fiom active duty or
the end of thewr TAMP peitod CIICBP 15 not pairt of TRICARE, but provides similar
benefits and oper ates under most of the 1ules of TRICARE Standard To obtan this
coverage, reseriists must entoll in CICBP withun 60 days of separauon from active
duty o1 loss of ehgiblity for mibitary health care The premuums for this coverage aie
$933 per quarter for indnaduals and $1,996 per quarter for famulies !

Line of Duty Investigations and Medical Claims

Reserve Component members serving on duty 30 days or less are not ehigible for
TRICARE If a Reserve Component member 1n one of these duty statuses becomes
myured or il during traming and 1equues medical treatment, he or she 1s entitled
only to treatment for that imury or illness 1t not en active duty orders, a reservist’s
health care condiion must have been caused or aggravated by milnary service before
the service meniber 1s entitled o health care at govelnment expense

{ See unow tricare mul/myvbenefutthomerovervsenn SpeewnlPrograms/CHCRP/




The Military Medical Support Office (MMSO) approves payment of civilian medical
claims The MMSGO? 1s the cential locavuon for all mubtary branches and thewr
Reserve Components for pre-approval of unilian medical or dental care and author-
zation for payment of cvilian medical ov dental bills As such, the MMSO venifies
eligibility, authorizes civilian cate, and authonizes payment on medical claums based
on the Line of Duty determination

Recent Reviews of Military and Veteran Health Care

Veterans Disability Benehts Commission®

Established February 24 000

Appomted by Precwdent George W Bush and Congrass

Chaired by Ut Gen Jarne. Terry Scoft USA Ret

Main recommendations Crure honzontal ur d vertic 3l equity compensate for loss of quality of ife update
the rating sche Jwe raalign the Departiment of veterans Affairs (VAY DoD process for rating diabiliies
AaMplify and expaditc the piocssing of osabilly clams and appeals improve fransifion 3ssistane 2

Independent Review Group*

Established Marcn 1 2007

Appointed by Se.rotary of Defense Robert Gates

Chaired by Former Army Se rctary John Marsh and former Army and YA Scoretary Trog o Vot

Main recommaendations Assign permancnt casc managors reform disatslity system focus on traumati,
Lrawy iy (TBD post traumatic stress dicorder (PTSD} accelerate transiion fiom Waiter Reed Army
Modic 5l Center Washington U C 1o Betnasda Naval Hospital, Maryland and Fort Belvoir Virpiria

Task Force on Returning Global War on Terror Herpes®

Established Mar.nb 2007

Appointed by Presdent George W Bush

Chaired by VA Secretary James Nicholsan who lod a group of rabinet lovel ¢fficials

Main recommendations Build a joint DoD VA disa ality sv~tem  develop a Joint case manag ment system
< rean all retutming vererans for TBE develon a mit clectionic health 1o ord

Commussion on Care for America’s Returning Wounded Warriors®

Established Nain 6 200,

Appomnted by Prosidenl George W Bush

Chared by torine Scnator 25k Dole and former Secielary of Heallh and Human Services Donna Shatala
Main recommendations Fstablish a ingle miltary, VA disabulit, rating upgiade DAVA mtarmaton sharing
Creale rewavery plan for each wounded cervice menibnr ageressively preve nttieat 1BEPTSD

Other Councils/Committees

Scmiar Dol and VA officials are diligently werking to nnprove coordination between
the two departments Ninc working groups led by under and assistant secretanies of
the two departments have been meeting weekly since May 20077 The following
summarizes DobD/VA joint imtiatives

Senior Oversight Committee

In May 2007, the DoD established the Wounded, 111, and Injured Senwot Oversight
Committee {Semor Overaght Committee) to bring high-level attention to addressing
the ptoblems associated with the care and services for returning service members,
including the concerns that were bemng raised by the various review groups * The

2 See kit rmmso med navy mal

7 See wawowr velscommission org

{ See wvu warhimglonpost confwp sruimalton/documentsiwaller reed/IRG Report Finel pdf

¥ See wwwi va govitaskforce!

6 See wiw preun goy

7 Ana Swisthe Steve Strobndge A Hero s Welcome? Military Offuer October 2007

ECAG DOD and V4 Prelmmary Observations on Ffforts o Improve Health Care and Duabiiny Foatuations for Returning
Serumcemembers G40 07 1250T 2007 p 2
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Semor Oversight Comnuttec 1s co-chaired by the Acting VA Secretary and the DoD
Depury Secretary The committee works in conpuncuon with the Jomt Executive
Council to ensure targeted tocus on the populauon of men and women mjured 1n
Oparation Enduring Freedom and Operation hhaqi Fieedom and now 1eturning for
teatment To conduct 1ts work, the committee has established work groups that have
focused on speaific areas, including case management, disabiluy evaluauon systems,
traumatic brain mpuy and psychologic il health, including PTSD, and data sharing
between DoD and VA

Jomnt Executive Council®

U S ¢ Tule 38 mandates the Joint Executive Council ** It ensures a senior-level
ongomg dialogue of coordmation and collaboration between DoD and VA Every
year the council develops a Jomnt Stiategic Plan™ of strategies, goals, and inmatves in
areas where DoD and VA can cellaborate The counal holds quai terly meetngs and
annually reparis to Congress on the progiess made over the year on the strategic
plan 1he counail 1s chared by the Under Secretary of Defense for Personnel and
Reachiness {P&R} and the Depuiy Secretary ot Veterans Aftairs

Heaith Executive Council’= and the Benefits Executive Council ®

I hese are two smaller subcounals under the Jount Executive Counal The Health
kExecunve Council 15 charred by the VA Under Secretary for Health and Assistant
Secretary of Defense (Health Atfairs) The counal serves as the cimcal arm of the
Jomnt Executive Counal Under the Health faecutive Council are 12 work groups

* Benehis Coordination

* Chinical Guidelines

* Contingency Planning

* Deployment Health

* Financial Management

* Graduate Medical kducanion

* Genatric Care

* Health Informanion Management & Technology
* Jomt Unbization/Resource Sharing
* Medical/Surgrcal Procurement

* Patient Safety

* Pharmacy

The counal 1s responsible for oversceing ¢ll health care policy and sharing watiatves
between the two departients

The Benefits Exceutive Counal 1s chaired by the VA Under Secretary for Benefits
and the Deputy Under Sceretary of Defense (P&R) Tt s the disability compensation
and e aluation arm of the Jomt Fxecutive Counal Tt has thiee working gioups

benehts and services, cooperative physical exam, and mlormation systcms/informa-
tion technology ™

9 See uww tricare ml/DVPCO/ ot exe cfm

10 See wuned law cornell edw/uwscodethimliuscode38/use_sec_38_00008111600 kim!
L See www traare mil/DL PCOStrategic ofim

12 See wune tneare mal/DVPCOfomt exe cfin

13 See wunw tracave 7DV PCOYjoint exe cfim

14 See wrow va gonJbudgel/reporti2005 himiiperformance sectionsnas rativeigao'? himf

iid



Appendix | Previous DoD Pharmacy
Cost Control Measures

Mail Order Demonstration Project 1994-1996

In onder to achieve econonues of scale 1 pharmaceutical puichases and to deciease
overhead costs, DoD) conducted a two-site demonstration project to evaluate the
advantages/costs ot 4 mail order phaimacy progiam as part of the DoD Pharmacy
Beneht 1he ! ogisues Management Institute concducted an evaluation of the project
and dctermimed this venue to be a cost-efective alter native and recommended
expdnsion front two sites This effort csantually evolved into the National Mait Order
Pharmacy program

National Mail Order Pharmacy Program (NMOP) 1997.-2002

DoD deaded to capitahize on the cost-cHectiveness of the mail order pharmacy
program Although the TRIC ARF managed care support contractors were providing
a mail o1der pharmacy benefit, they could not access Federal Ceihing Prices (FCPs)
for pharmaceutials for which DoD bdieved it was enaitled through the Vetcrans
Health Carc Aa Conscquently the TRIC ARF Management Activity (TMA) carved
out the mail order benefit of the MCSCs and placed it under a single contract awarded
and adrmmsioed by the Defense Supply Center Phaladelphia (DSCPY Through

this conrract, the Dol) was able to aceess FOPs and achieve substanual savings

on pharmaceuticals purchased and disponsed through the NMOP Under this
mitiative, acquisition costs for medications approached thart of the Military
Tieatment Facliies (MTFs)

Federal Ceiling Prices/Federal Supply Schedule NMOP 1997

DoD can access favor able discounts for pharmaceutcal purchases thiough the Federal
Supply Schedule under the General Services Admimistt ation/Depar tment of Vetet ans
Affairs {(VA) contiacts and through the Veterans Iealth 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
in the mail order program in 1997 Consequently, acquisition costs for medications in
the mail order progiam approach those of the MTFs

Pharmacy Benefit Redesign Project 1998-1999

Section 703 of the Fiscal Year 1999 Nattonal Defense Authonization Act called for
DoD 1o 1eview the pharmacy benefit and to develop a systemwide 1edesign to mclude
best business pracuces of the pin ate sectot, formulaly 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
submitted a report to Congress that mcluded the following recommendations

+ Implement an mtegrated pha macy informarion system to include milstary
pharmacies, the mail order piogram, and TRICARE retail pharmacies (Thss
was 1ealized in 2001 with the implementation of the Phai macy Data Transaction
Service)

+ Standardize pohicy nmplementaton across all venues (This was realized 1n 2004,
when the sctail benefit fiom the TRICARE Managed Care Contracts [MCSCs)
was carved out and placed under DoD pharmacy program oversaght )
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« Create tiered cost shares to provide financial incentives to influence heneficiary
choice of lower-cost alternatives (Two-tier was realized in April 2001, three-tier
became effective May 2004 )

» Extend best federal priang for pharmaceuticals to the retail pharmacy venue,
comparable to that alieady avaitable in the mail order program and mulitaiy
pharmacies (Thus elfort 1s ongoing )

- Impose quantity lunitanons on certam drugs, requure priot authorization for
certain drugs, and require igher copayments for nonpreferred drugs (This 1s
n place)

« Aggressively pursue thurd-party collecuons {This effort 1s ongomng )

+ Create a centralized Pharmacy Benefits Ofhce (o oversee all DoD pharmacy
programs (This effort is ongoing )

The 1 edesign report also imcluded recommendations that were not endorsed by DoD
because of the peiception of benefit erosion o1 extieme difficulues that would
impede implementation

« Impose copayments at imilitary phanmaaies, mirroring those 1n the mail and
retail venues

» Centralize tunding for mabitary pharmacies

Many of the endorsed recommendations led direutly 10 the efforts derailed below

DoD Pharmacy Board of Directors Chartered by Assistant Secretary of
Defense (ASD) in 1997, Rechartered Biannually

Comprised of sentor mulitary phai imacists 1epresenting each ot the Surgeons
General, the board 15 a collaborative advisory body the work ot which imvolves
standarchzing pharmacy operations policies, mediation use, business process
1MpLOyemnents, pharmacy manage ment practices, and jount procncinents 1 he
board seryves as a vital hink between the ASD and military pharmaaes

Federal Pharmacy Executive Steening Committee (FPESC) Chartered 1998,
Rechartered Biannually

Created jointly with the Dol) Pharmacocconome Center and the VA Pharmacy

Bene fits Management State gic Health Group, the FPFSC was created to capitahize

on the cconomies of scale batween the two departments and to integrate and build

on the strengths of pharmacy benefit management in cach department This forum
provides the structure to jointly evaluate high-dollar and high-volume phatmaceut-
cals Tt provides oversight 5o joint agency contracts and increases the dinieal and
cennomic outcomes of diug therapy i the Dol and VA health care systams Ongoing
Dol}VA joint pharmaccutical contracung nitatves continte to dive common formu-
Lary selections for both orgamizations Cost avordance for DoD thiough these joint
procurcments over the past seven years 1s illustrated as follows

Yoo TH5M
vl gzan
Fro 1 30

FY03 $148M

Y04 $185M

F Yl $1IM

FY0o $40 M

1

{ CAPT Wilham Blancke 1MA Information Paper Dol Ffjoris o Control Pharmacy Benefit Cods Since 1994
January 4 2007



Mandatory Generic Policy NMGP 1996, Retail 1999

Adopting a commercial business best practice, DoD implemented mandatory use of
generics 1 the purchased care sector A recent report states that the national generic
utthzation rate m laige health plans 1s 43 5 percent [ he average Dol) generic
uthization rate acioss all venues 15 46 percent ?

Basic Core Formulary 19959

1 he Dol Pharmacoeconomic Center analyzed, evaluated, and developed a hst of
drugs commonly used 1n all M TFs regardless of size or medical specialties offered
and created the Base Core Formulary The Do Pharmacy and | herapeutics
Commttee approved the hist that inareased DoD)'s leverage for obtaiming favorable
prices tor these products The histis tongmely reviewed and updated by the commat-
tee as it reviews diug classes undor the Uniform Formulary

Pharmacy Resource Reallocation Project 2000

The Dol Pharmacy Board of Duectors and the TRIGARF Management Acuvity
Pharmacy Program Dircctor Lashed a trn service workgroup consisting of pharmacists
and pharmacy consultants to perform a dotaned assessment of how Do) pharmacy
1esources (cquipmont, statfing, robotics, et ) were allocated at the time and methods
that could be nuplemented to reallocate those resources to maxinuze utilizaton
Because of chinging demogn aphies of the Dol beneficiary population, somc
pharmacies were ovar resourced and some under resourced The result was a
1ccisiribution and standardization of phaimacy automation and a contract awarded
for an entar prise-wide call-in refill system

Advances in Medical Practice 2000

The pharmacy portion of this hmited funding provided money to purchase certain
new, high-dollar drugs when they were mdic ited climically but unavastable 1o small
MTFs because of cost In the past, these MTFs had no recourse but to send beneficia-
11e5 Lo the fa1 more expensive 1ctail phaimacies Approximately $48 nullion was
provided for these putchases, avoiding fan greater costs than if the same drugs had
been purchased mn the retail sector

Tiered Copays in Retail/Mail Order 2001 and 2004

Adopting a commercial business best practice of using tiered copays to help influence
beneficiary choice, DoD resuuctined and streambhined all phaimacy copays into two
tiers based on genetic and formulary with the implementauon of TRICARE Senior
Pharmacy 1n Apiil 2001 and added a nonfor mulary third-tier with implementation
of the Pharmacy Benefits Progiam Final Rule duected by 10 USC 1074gn

May 2004

2 fhed
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Pharmacy Data Transaction Service (PDYTS) Fully Implemented
Worldwide 2001

L he Pharmacy Data [ransaction Service (PDTS) was created as part of Dol)'s eftfort
to mtegrate the disparate pharmacy venues It created a centralized data repository
that 1ecords mtormation about prescupeions Hilled for DoD beneficraries at M1Es, the
IRICARE 1etail pharmacy network, and the ! RICARE Mail Order Pharmacy
Piogram [he primary puipose of the PD IS 1s 10 improve the quality of prescription
services and enhance patient safety by reducing the ikehhood of adverse diug-drug
mieracuons, therapeutsc overlaps, duplicate trearments, and overuse of the benehit
Fully deployed since June 2001, it includes orerseas MTE pharmacies and was a final-
151 tor the President’s Quality Award presented by President Bush i November 2002

TRICARE Mail Order Pharmacy Program 2003

The mal vder pharmacy contiact was 1ccompeted and awarded to Fxpress Scripts,
Inc , on 26 September 200% 3 At that nme, contract oversight was moved from DSCP
to TMA, resulting n a $20 nulhon cost avordance annually through lower admunis-
trative costs

TRICARE Retatl Pharmacy Program 2004

Tn 2002, Do) deuded to carve the retail pharmacy benddit out of the TRICARE
nunaged care suppaort contractors, allowing TMA pharmacy program oversight and
mpmoved management capabibitics The 1etail contract was awaided 1n September
2003, and scrvice began in June 2004 The single nauonal contract under one
Pharmacy Benefits Manager consolidated the retasl benefit from the previous
multiple managed care support contracts i one management ¢ntity, provding a
fully portible benefit unrestricted by 1¢gronal boundanies and centrahized pharmacy
claims processing, which has reduced adnunstrative fees by more than 70 percent
pts ddaim The caive-out enabled the government to estabhsh moe favorabley
guatanteed rambursement 1ates [or the network 1eta] pharmacies Outstanding
perfommance by the contractor has 1esulted i fuither reductions in the reimburse-
ment 1ate and mereased cost avordance to the government The contractor has
1ecerved the maxnnum monetary meentive award for these efforts Secretary of
Veterans Affairs Prinap agreed that this new contract and orgamizanional structure
meets provisions of the Veterans IHealth Gare Act of 1992 regarding favorable
discounts for pharmaceutical purchases by DoDd DoD did pursue those discounts,
which resulted i 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 impraove the efficiency
of thud-party illing, and provide a perpetual inventory system that will promote
tghter imentory control and accountability RxCOTS will be implemented along
with the worldwide deployment of the Atmed Forces Health Longiudinal Technology
Apphication

3 See unow defenselink mil/Releases/Release aspx®ReleaselD=7014



Marketing Strategy for the TRICARE Mail Order Pharmacy (TMOP)
Program 2006

Lhe TMA Marketing Othce in comjunction with the Pharmaceutcal Oper ations
Directorate implemented a comprehensive I'MOP marketung program in Febiuary
2006 and has since seen 4 steady increase in the use of IMOP

Enhanced Utikzation Management 2006

A diviston dedsc ated 10 utalizanion management was created under the Pharmaceutical
Operanons Dinectorate in May 2006 1 his team leverages the wealth ot data from the
Pharmacy Data liansaction Scivice, M2, and other Military Health Seivice data
repositorics todanufy areas i which the delwvery of the pharmacy beneht can be
improved The tcam analyzes current ubhration trends and explores oppoi tunities
1o utlize the most cost-eftective ponts of service

Federal Pnicing Imtiative for TRICARE Retail Pharmacy (TRRx) 2006

The phavmaceutical mdustry challenged in federal court the legality of the govern-
ments 1equest to recave refunds from the pharmacencal industry for products
dispensed through the TRICARF raral network The department lost che Lawsut

Proposed Legislation for TRRx Federal Pricing 2006

Congiess did not pass the proposed legislaton

Increasing Pharmacy Beneficiary Cost Shares 2006

Efforts to mnu case pharmacy copayments, induding proposed legislation to 1eheve
the maximum cap of 20 to 25 percent cuniently imposed and to structwe the
copaymants to incentivize use of the TMOP, were rejected by Congress, which has
placed 4 breeze on increasing copayments untl October 2007

Implementation of Yoluntary Agreements for TRICARE Retall Pharmacy
Rebates 2006

in December 2006, TMA notified mote than 300 manufacturers of a new mitiative
called “Voluntary Agreements for TRICART. Retail Phaimacy Rebates” (VARR) The
VARR 15 a new program through which manufacturers can voluntanly offer rebates
un cettan products based on Umiform T'ermulary placement or DoD utilization

over ume The manufactuiers are under no legal or contractual obligation to do

s0, however, many semor mdustry tep esentatives have indicated that many manufac-
tiers will participate (o some degiee



ThS e FOIR

£

HE FJTR. OF MELT Ry HE, LTH [ APt

and Deductible Fees—Unindexed

TRICARE PRIME

Appendix J Synopsis of Proposed TRICARE Enrollment

TRICARE STANDARD

Raires Pay $0 10 %19 965

Annual Enroliment Fees

Annual Frroliment rees

Annual Derductible

Singir ramily %mée\ Famity Single Farmiy
Curront (F ¢ 08 $23C 480 - - §50 %300
FYoa 0§85 w5 b %30 %174 $30
FY 09 I $L80 $30 60 $19%  $300
FY 10 T g3, s90 Gk ) 20 $410
fYie g0 $900 $60) $190 §9Ah $190
Iri 1:2+ T Adjusted Annwally with e x o T Fiolf:fﬁ‘* yra

Relirce Pay »"0 000 1o £49 994

T Arnual Enrediment be o= T Annuat Foruliment Fees Annal [)eduush\;

Singh ATarrinlv B - Single Family Single Farly
Curtent (1 ¥ 081 $30 $400 - - 350 5300
Ly o8 F370 FTH40 Fih 53} 5195 R
by 0o $41n 430 =30 60 $73h 470
bY 10 $hOh ST D) $als $90 $780 $ob0
by 11 F2%h 31180 60 $120 $37h Feu0
FY 12+ Adjusted Annialhy wilh inctex Relook al b vr

Retree Pay %40 000 and Abine
Annual | nroitment bees Annuat Eoroiimenl | ees Annual Deductible

Single b arnily Single tarmly, Single b arnly
Current (F 1 O8) $. 30 $aol) $150 $300
bY Ok $35v $r8u Fth 30 $30h 3470
bY 09 3255 $1ito %30 $60 $41b 5630
bY 10 En 14230 $45 $90 %400 $800
bY 11 $8/4H 0 T1750 $ol} $120 $48 $960
Fyl12s Adjusted Annualiv with ndex Relook gt & yrs
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Appendix K Implementing Our Recommendations

The following chart sumumanizes the focus of 1esponsibility for smplementing the
action steps that support our 1ecommendations

RECOMMENBATION AND ACTEOR STEPS CONGRESS oo
1 Develop a Strategy for Integrating Direct and Purchased Care
Develop ¢ stiatepy fu ntggratity, the direut and purchased care systems X
4
Provide ncentive s to opt mize the Lest pracuces of direct care and prvate %
sector cale
Fistally empower the mdraddal . managing the provsion of intepiated heaith X
carc and helg thom accountaliie
Diaft iegelathed da 2uam- to crcalc 3 fiscal policy that facilitates int-gratad
health care X &
Develop metries ta me ssure whether the planming and management ~tratc gy x
producce s desned cntcome s
2 Coflaborate with Other Payers on Best Practices
Algr with revernment 10 d orivate sector 2rganizations 1o make hoalth cart qualty X
and coats mare transnarcnt and accessile o beneficianes
Lse perfarmance bascd chim-al renc rhng X
Strengthen incc: bve s to a~tweve high quality ad hizh va ue purforman-e X
Implerient a cyst matic stratepy of pilet/demonstration prorrams and wentify X
successe s far wadesprey 1 ymp famentation
F
3 Conduct an Audit of Financial Controls
(harge the anditor with ass¢3>ing the mostelbacious amd oot et tie approach X
Ensure audd ter ommendation s are implomented and {olowe o up X
Fetablish a commen cnet acenunting systent while ensunng TRICARF 15 a st cond i
payer when sthos heallh insurance exists
4 implement Weliness and Prevention Guidelines
Contimie 10 pronbize preveotion programs jgl X
Implement and resource standardize 3 case mar agement and care coordination x
lroyond the Wounded Warnior and acroas the <pes trum of ¢ dre
Frsure Umely and ar cessibh, ptitnrman @ & dbad k 10 pr viders managere dnd X
the tham of commanet
Mairdein fugh lovel visibiity of busiesschimg al pertormdnc = for the entire ppterprise “> x
5 Prioritize Acquisition in the TRICARE Management Achvity
Levate g leved of the Head of the Contracling Ac tivity x
[risiire o ausition personnel are cerlified ar carding to the Defense Acquistion b3
Wurktoree improvement Act
[ nzure mdnagament of programs = corsistent with the Detense Acgusition
Systern proces
Place acquisition funt hiuns urder a Chvef Acguiation Othe er b
Sludy possibility of colovating TRICARE Deputy Chief TRICAR. Acquisitions x

of geltzat1on With @t QuIsITIon « AUNterpart .
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RECOMMENDATION AND ACTION STEPS CONGRESS nop
& Implement Best Practices in Procurement

Examin= and implement strategies compliant with Executive Crder 13410 X

7 Examine Requirements in Existing Contracts

Framuic beneits/rsks of wanving ost accounting <tandards X
Framing 1eferral and enroiiment oo es e X
fuet and evaiate through pilob r demonstiation projects the etft chivor ess

of Car acd oul chrene disease managemen! programs X

b xam ng 0ves dl(‘hl_ﬂ_g Corhaching, ‘-‘.lrdtxwg;’ for purrhased car 7; i

8 Improve Medical Readiness of the Reserve Component

—_— - — I,

As sy e impacl ot YRICARE Ryserse S0 L hree to five years X
fmp wve edudcaton/information Nlow about the hedalth are benofil X
Harmoerize leverage work of other review group tu mprove Dn/vA
candmation of beneliciary services and ieduce sdminstrative seams
In the Military Health Sy slom X
Fapand oflod= in nonprime seryice areas b mipiove i ose X
9 Change Incentives 1n the Pharmacy Benefit
Revice the pharmdey medic alior ber strue fure x
Canduct a pr'ot program on the nnpas 1 of total spend and oute ymes X
Gran t Do) antrorty to seiectively md lude U rucally and « ost etiertive X
ove Lhe Counler medic alions in the tormudary when re¢ommended by
the Pharmar oeconamics e it
Grant Bol authonty 6 mardate the po it of service for Special Lategory *
Medir alin v, haserd on estabdizhed «rtena
10 Revise Enrollment Fees and Deductibles for Retirees
inre 1-e enrclment fees fur non Active Duty THICARE £ ime beneficiaries x X
b ldblish erirodimient fees for all other non Actize Duty benefivian Categnne ¥ A
Establish nwdexing fur ol non Actie Daty beneticiary wateg ries for enraliment
fees Lopayment. oeductides and Catastruphi caps ¥ X
Tier enroliment fees based on1ethee pas ¥ »
b
Examine feasibility of @ tablling other TRICARE opanne so all retirces can
have comparabile choes *
11 Study and Pilet Test Programs fumed at Coordinating TRICARE and
Pnivate insurance Coverage
study and possibly prlot a propram to better coordingte insuranc e practices tor
those 1etirees who are eligibde for ppvate health care insurance as well as TRICARE X

12 Develop Metrics by Which to Assess the Success of Mibtary Heaith System Transformation

Develop metries )f suc cess for any planned trar formation of commanc and contiol
of the Milital ¢ Health Systern X



Appendix L Acronyms

ATFMS—Au Force Medical Service
AHLTA—A1med Forces Ilealth
Lengrtudinal Technology Application
AMEDD—A1my Medical Department
AM&S—Acquisition Management
and Suppmt
AVS—Automated Vouchetr Svstem
BRAC—Base Realignment and Closure
BUMED--Buteau of Medicine
and Surgery
CHAMPUS—( nvilian Health
and Medical Program of the
Uniformed Se1vices
CHCBP—Contmued Health Care
Benefil Progiam

CHCC—Center for Health Care
Contracung

CHF—Congestine Heart Failure

CHPPM—U S Ainmy Conter for Health
Promolion and P1eventive Medicine

CMOP—Consolidated Mail Quipatient
Pharmacy

CMS-—Centers for Medicare &
Medicard Services

CONUS—C ontinental United States

CPB—( limc ally Preventable Burden

DAWIA—Ddfense Acquusition Workforee
Improvement Act

DFFRS—Dcfcnse Farollment Fligibality
Reporting System

DHP—Ddfense Health Program

DHS—Department of
Homcland Security

DMAA--Ihscase Management
Assouation of Amcrica

DMDC~-Defense Management
Data Center

DoD—Department of Defense

DoD IG—D¢partment of Defense
Inspector Gener al

DPO—Ddlense Privacy Officer

DSCP—Defense Supply C enter
Philadelphta

ETP—Enterprise Thansition Plan

FEDS_HEAL—The Fedeial Suategic
Health Alliance

FEHBP—Fedeial Employees Health
Benefits Program

FFMIA—Fede: al Financial Management
Improvement Act

FHPO—FEDS_HEAL Progiam Office

FIAR—Financial Improvement and
Audit Readiness

FICA—Federal Insurance
Contnibuuons Act

FOH—Federal Occupational Health

FSS—Federal Supply Schedule

GAAP—Generally Accepted
Accounung Principles

GAO—Government Accountability
Office (prior to name change
effective July 7, 2004, was
General Accounting Office)

GDP-~Cioss Domestic Product
GME—General Medical Education
GWQO 1—Global War on lerrorism
HCA—Head of Contracing 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

1D/1Q—Indefinute Delivery/
Indefimte Quantity

IG—Inspector General
IMR—Indvidual Medical Readiness
ISA—Individual Set Aside

LOD—1I ine of Duty

MU C—Manber Choice Center
MEB—Medical Fraluation Board

MEDCOM—U § Army
Medical € ommand
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MEPRS—Medical Lxpense and
Performance Reportng System
MEPS—Miluary Expendituie
Panel Survey
MERHCF—Medicare-Elgible
Retiree Ilealth Cate Fund
MHS~—Mlitary Health System

MHSPHP—Milita1v Health System
Population Health Portal

MilPer—Military Personnel

MMSO—Military Medscal
Support Office

MRMS—MTF Refill Mail Service
MRR~—Medical Readiness Review
MSM—Mulu-Service Market

M I'F—Miltary Lieatment Facility

NAVMEDLOGCOM—Naval Medical
Logistics € ommand

NAVSUP—Naval Supply
Systems Commuand

NCA—Natwonal C apital Area

NCPP—Natonal € ommussion on
Prevention Priorities

NDAA—National Defense
Authorizanon Acl

NMGCSD—Naval Medical Genter,
San Diego, Cailiforma

NMOP—National Mail Order Pharmacy
NOE—Nuuce of khigibality
OCHAMPUS—Office ot CHAMPUS

QCONUS—OQutude € ontinental
United States

OEF—Opcration Enduning Freedom
OIF—Opcration Iraqi Freedom
O&M—Opcrauons and Maintenance

OMB—Otfice of Management

and Budget
OPM-—Otfice of Porsonne] Mandagement
OTC—Over-the-Counter
PAR—Performance and

Accountabtlity Report
PBD—Progiam Budget Decision

PDTS—Pharmacy Data
Transaction Service

PEB—Physical Evaluanon Board
PEC—Phdrmacocconom Centsr
PEOQ-—Program Fxecutive Otfices

PhRMA—Pharmaceutical Research
and Manulactuers of America

PPO—Preferred Provider O1ganization
PSA—Prime Se1vice Area
PTSD—Post-Traumatic Stress Thsorder
QALY—quality-adpusted hfe years
QDR—Quadrennial Defense Review
RDT&E—Research, Development, Test,
and Evaluation
RFI—Request for Infor mation
RFP-—Request for Proposal

SCRA—Servicemember s
Cwil Relief Act of 2003

SMA—Services Medical Activity
STB—>Sustaimng the Benefit

T3—The Next Generation of
TRICARE Contracts

TAMP—Tiansition Assistance
Management Program

TBI—Traumatic Bram Injury
TFL—TRICARE for Lafe
TMA—TRICARE Management Activity
TMOP—TRICARE Mail

Order Pharmacy

TPharm—Combined TRICARE
mail and retail pharmacy contiact

TPRADFM—TRICARE P11me Remote
for Active Duty Famuly Members
TRO—TRICARE Regional Office
I'RRx—TRICARE Retail Pharmacy
TRS—TRICARE Reserve Select
TSC—1RICARE Setvice Center
TSO—TRICARE Suppoit Office
TSRx—TRICARE Semion Pharmacy
TTAD—Temporary [our of Active Duty
UMC—Umhed Medical Command

UMWA—United Mine Workers
of America

USAMRAA—U S Army Medical
Research Acquisiton Acuvity
USDA—U S Department of Agiculiure

USERRA—Uniformed Services
Lmployment and Reemployment
Rughts Act

USFHP—US Famuly Health Plan

USTF—Uniformed Services
Ireatment Facility

VA—Department of Veterans Atfawrs
VHA-—Velerans Health Admuinistration

WPMC—Wright-Patterson
Medical Center
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Appendix M Task Force Staff

Colonel Christine E Bader
Donitedd States 10 Tover Munse Conp
Feerutzoe Secretar,

Lieutenant Colonel Brian E King
Uanted States 40 Foree Medieal Soroee Confn
Deparbnent of Defense Seweor Kewasel Anafy

Lieutenant Colonel Janice F Nickie Green
Uantedd Stedes oney Nurse € orpn
Depar e nt of Defewse Yenor Kewearels Anabst

Commander Leslie Moare
Emited States Moy Meeeal Sevvarr Corps
Lieparineent of Deferne Sentor Rewaiel; nafyst

Lieuternant Colonel Nanette S Patton
Unated States Arnny Medrcal Service Corpy
Beparintent nf Defone Senor Reweaseds Analyt

Lieutenant Commander Waldo F Ferreras
Unted Sates Navy Medial Sep wee t orps
Depariment of Defense Semior hesearcl Analyst

Majar ¥ito § Smyth
Unated Stutes A Foree Medvad Seraies Congn
Defieriment of Defense Semioy Reseancl inafyst

Thomas Abbey
Stajf Dareilor

Betsy L Freeman
Daretor Prograan Sertices and Public Affun

Jilhan R Fox
Anoaledyr Manages

A Sheritta Cooper Porter
Logntiey Support Metege

Kathi E Hanna, Ph D
Lead Waster

Sara Davidson Maddox
1o

Other Contributors

McNeil Technologies Inc
Program Suppoit

RAND Corporation
Resveared & dnansi

Pittny Creative, LLC
Devgn

Coioreraft of Virginia, Inc
Pﬂmmg

Partal Dyramics
Web Suppart




