SUMMARY OF TRICARE FINAL RULE PROVISIONS


I.  Introduction


	The TRICARE final rule establishes requirements and procedures for implementation of the TRICARE Program, the purpose of which is to implement a comprehensive managed health care delivery system composed of military medical treatment facilities and CHAMPUS.  Principal components of the final rule include:


establishment of a comprehensive enrollment system;


creation of a triple option benefit, including a Uniform HMO Benefit required by law;


a series of initiatives to coordinate care between military and civilian delivery systems, including Resource Sharing Agreements, Health Care Finders, PRIMUS and NAVCARE Clinics, and new prescription pharmacy services;


a consolidated schedule of charges, incorporating steps to reduce differences in charges between military and civilian services.


	The TRICARE Program is a major reform of the MHSS that will improve services to beneficiaries while helping to contain costs.


Effective Date: October 1, 1995.


For Further Information Contact:  Steve Lillie, Office of the Assistant Secretary of Defense (Health Affairs): slillie@ha.osd.mil


II.  Overview Of Tricare


	The medical mission of the Department of Defense is to provide and maintain readiness to provide, medical services and support to the armed forces during military operations, and to provide medical services and support to members of the armed forces, their family members, and others entitled to DoD medical care.


	Under the current Military Health Services System (MHSS), all care for active duty members is provided or arranged by military medical treatment facilities (MTFs).  CHAMPUS�eligible beneficiaries may receive care in the direct care system (that is, care provided in military hospitals or clinics) on a space-available basis, or seek care from civilian health care providers; the government shares in the cost of such civilian care under the Civilian Health and Medical Program of the Uniformed Services (CHAMPUS).  Medicare eligible military beneficiaries also are eligible for care in the direct care system on a space-available basis, and may be reimbursed for civilian care under the Medicare program.  The majority of care for military beneficiaries is provided within catchment areas of MTFs, a catchment area being roughly defined as the area within a 40�mile radius around an MTF.


	Recently DoD has embarked on a new program, called TRICARE, which will improve the quality, cost, and accessibility of services for its beneficiaries.  Because of the size and complexity of the MHSS, TRICARE implementation is being phased in over a period of several years.  The principal mechanisms for the implementation of TRICARE are the designation of the commanders of selected MTFs as Lead Agents for 12 TRICARE regions across the country, operational enhancements to the MHSS, and the procurement of managed care support contracts for the provision of civilian health care services within those regions.


	Sound management of the MHSS requires a great degree of coordination between the direct care system and CHAMPUS�funded civilian care.  The TRICARE Program recognizes that "step one" of any process aimed at improving management is to identify the beneficiaries for whom the health program is responsible.  Indeed, the dominant feature in some private sector health plans, enrollment of beneficiaries in their respective health care plans, is an essential element.  This final rule moves toward establishment of a basic structure of health care enrollment for the MHSS.  Under this structure, all health care beneficiaries become participants in TRICARE and classified into one of four categories:


	1. Active duty members, all of whom are automatically enrolled in TRICARE Prime, an HMO-type option;


	2. TRICARE Prime enrollees, who (except for active duty members) must be CHAMPUS eligible;


	3. TRICARE Standard participants, which includes all CHAMPUS-eligible beneficiaries who do not enroll in TRICARE Prime; or 


	4. Medicare-eligible beneficiaries and other non-CHAMPUS-eligible DoD beneficiaries, who, although not eligible for TRICARE Prime, may participate in many features of TRICARE.


	Eventually, we anticipate that there will be a fifth category: participants in other managed care programs affiliated with TRICARE.  However, no such affiliations have yet been made.


	The second major feature of the TRICARE Program will be the establishment of a triple option benefit.  CHAMPUS�eligible beneficiaries will be offered three options: they may (1) enroll to receive health care in an HMO-type program called "TRICARE Prime;" (2) use the civilian preferred provider network on a case-by-case basis, under "TRICARE Extra;" or (3) choose to receive care from non-network providers and have the services reimbursed under "TRICARE Standard."  (TRICARE Standard is the same as standard CHAMPUS.)  CHAMPUS-eligible enrollees in Prime will obtain most of their care within the network, and pay substantially reduced CHAMPUS cost shares when they receive care from civilian network providers. Enrollees in Prime will retain freedom to utilize non-network civilian providers, but they will have to pay cost sharing considerably higher than under TRICARE Standard if they do so.  Beneficiaries who choose not to enroll in TRICARE Prime will preserve their freedom of choice of provider for the most part by remaining in TRICARE Standard.  These beneficiaries will face standard CHAMPUS cost sharing requirements, except that their coinsurance percentage will be lower when they opt to use the preferred provider network under TRICARE Extra.  All beneficiaries continue to be eligible to receive care in MTFs, but active duty family members who enroll in TRICARE Prime will have priority over other beneficiaries.


	A third major feature of the TRICARE program is a series of initiatives, affecting all beneficiary categories, designed to coordinate care between military and civilian health care systems.  Among these is a program of resource sharing agreements, under which a Managed Care Support contractor provides personnel and other resources to an MTF in order to increase the availability of services.  It is our expectation that the Partnership Program, an existing mechanism for increasing the availability of services in MTFs, will be phased out as TRICARE managed care support contracts are implemented.  Another TRICARE initiative is establishment of Health Care Finders, which facilitate referrals to appropriate services in the MTF or civilian provider network.  In addition, integrated quality and utilization management services for military and civilian sector providers will be instituted.  Still another initiative is establishment of special pharmacy programs for areas affected by base realignment and closure actions.  These pharmacy programs will include special eligibility for some Medicare-eligible beneficiaries.  TRICARE also will feature TRICARE Outpatient Clinics, which will be direct care system resources serving as primary care managers and providing related services.  (This final rule also provides a transitional authority for continued operation of PRIMUS and NAVCARE Clinics, which are dedicated contractor-owned and operated clinics, until TRICARE is implemented.)  These initiatives will have a major impact on military health care delivery systems, improving services for all beneficiary categories. 


	The fourth major component of TRICARE is the implementation of a consolidated schedule of charges, incorporating steps to reduce differences in charges between military and civilian services.  In general, the TRICARE Program reduces beneficiaries’ out-of-pocket costs for civilian sector care.  For example, the current CHAMPUS cost sharing requirements for outpatient care for active duty family members include a deductible of $150 per person or $300 per family ($50/$100 for family members of active duty sponsors in pay grades E-4 and below) and a copayment of 20 percent of the allowable cost of the services.


	Under TRICARE Prime, which incorporates the "Uniform HMO Benefit," these cost sharing requirements will be replaced, for CHAMPUS beneficiaries who enroll, by a standard charge for most civilian provider network outpatient visits of $12.00 per visit, or $6.00 per visit for family members of E-4 and below sponsors.  For CHAMPUS-eligible retirees, their family members and survivors, the current deductible of $150 per person or $300 per family and 25 percent cost sharing for outpatient services will also be replaced by a standard charge, which is likewise $12.00 for most outpatient visits.  Retirees, their family members and survivors will also be charged a $230/$460 annual individual/family enrollment fee.  Active duty members will face no cost sharing under TRICARE Prime.


	Beneficiaries who are not enrolled in TRICARE Prime will also have significant opportunities to reduce expected out-of-pocket costs under CHAMPUS.  These opportunities include the new special pharmacy programs, and access to network providers and to TRICARE Outpatient Clinics, on a space-available basis.


	One design consideration for TRICARE is the mobile nature of our beneficiary population.  Some features of TRICARE, such as the uniformity of the benefit and the consistency of program rules across the country, are crafted with this factor in mind.  In the future, we hope to increase the “portability” of the TRICARE benefit, by making TRICARE more accessible to beneficiaries who have multiple residences, have family members in several locations, and so forth.


	With respect to military hospitals, in the future consideration will be given to establishment of nominal per-visit fees, for some or all retirees, their family members, and survivors, and for some or all types of services for those beneficiaries.  Fees would be considered to help control demand for MTF care, to free up capacity and reduce waiting times, and lower the costs of health care.


	A user fee can be structured in many different ways, for example, exempting lower income segments of the covered population.  Most importantly, the motivation for a fee is to encourage the more efficient use of health care services.  When this issue is considered for possible implementation in fiscal year 1998, if the Department decides to establish a nominal fee for some or all outpatient services provided to some or all retirees, their family members, and survivors, a proposed rule will then be issued for public comment.


	The TRICARE Program is a major reform of the MHSS -- one that will accomplish the transition to a comprehensive managed health care system that will help to achieve DoD's medical mission into the next century.


III.  Provisions of the TRICARE Final Rule


New Chapter 17 -- TRICARE Program


A.	Establishment of the TRICARE Program (section 199.17(a)).


	This paragraph introduces the TRICARE Program, and describes its purpose, statutory authority, and scope.  It is explained that certain usual CHAMPUS and MHSS rules do not apply under the TRICARE Program, and that implementation of the Program occurs in a specific geographic area, such as a local catchment area or a region.  Public notice of initiation of a Program will include a notice published in the Federal Register.


	With respect to statutory authority, major statutory provisions are title 10, U.S.C. sections 1099 (which calls for a health care enrollment system), 1097 (which authorizes alternative contracts for health care delivery and financing), and 1096 (which allows for resource sharing agreements).  Significantly, the National Defense Authorization Act for Fiscal Year 1995 amended section 1097 to authorize the Secretary of Defense to provide for the coordination of health care services provided pursuant to any contract or agreement with a civilian managed care contractor with those services provided in MTFs.  This amendment set the stage for many features of TRICARE, including initiatives to improve coordination between military and civilian health care delivery components and the consolidated schedule of beneficiary charges.


B.	Triple option (section 199.17(b)).


	This paragraph presents an overview of the triple option feature of the TRICARE Program.  Most beneficiaries are offered enrollment in the TRICARE Prime Plan, or "Prime."  They are free to choose to enroll to obtain the benefits of Prime, or not to enroll and remain in the TRICARE Standard Plan, or "Standard," with the option of using the preferred provider network under the TRICARE Extra Plan, or "Extra."  When the TRICARE Program is implemented in an area, active duty members will be enrolled automatically in Prime.


C.	Eligibility for Enrollment in Prime (section 199.17(c)).


	This paragraph describes who may enroll in the Program.  All active duty members are automatically enrolled in Prime; all CHAMPUS-eligible beneficiaries who live in areas covered by TRICARE Prime are eligible to enroll.  Since it is likely that priorities for enrollment will be necessary owing to limited availability of Prime, the order of priority for enrollment will be as follows: first priority will be active duty members; second priority will be active duty family members; and third priority will be CHAMPUS-eligible retirees, family members of retirees, and survivors.  At this time, TRICARE Prime does not offer enrollment to non-CHAMPUS-eligible beneficiaries.


D.	Health benefits under Prime (section 199.17(d)).


	This paragraph states that the benefits established for the Uniform HMO Benefit option (see section 199.18, Uniform HMO Benefit option) are applicable to CHAMPUS eligible enrollees in TRICARE Prime.


	Under TRICARE, all enrollees in Prime and all beneficiaries who do not enroll remain eligible for care in MTFs, subject to the availability of space, equipment, and staff. Regarding civilian sector care, active duty member care will continue to be arranged as needed and paid for through the supplemental care program.


	Priorities for access to care in MTFs will be as follows: (1) active duty members; (2) active duty family members enrolled in TRICARE Prime; (3) active duty family members not enrolled in TRICARE Prime; and, (4) all other beneficiaries, including retirees and their family members and survivors.


	Granting preference to MTFs based on enrollment in TRICARE Prime would be an incentive to enroll.  In the case of active duty family members, this preference is being granted.  However, other considerations must be taken into account when granting such preference for retirees.  In particular, because Medicare beneficiaries are not eligible for enrollment in TRICARE Prime, granting such preference would necessarily limit access to MTFs and increase out-of-pocket costs for this large group of DoD beneficiaries.  Several options are under consideration to ensure fair and equitable treatment of Medicare-eligible retirees under TRICARE Prime, and we will revisit the issue of access priority as we have more information about these options.  In the meantime, we believe that the appropriate course of action is not to base retiree preference for MTFs on enrollment in TRICARE Prime.


E.	Health benefits under Extra (section 199.17(e)).


	This paragraph describes the availability of the civilian preferred provider network under Extra.  When Extra is used, CHAMPUS cost sharing requirements will be reduced.  (See Table 2 following the preamble for a comparison of TRICARE Standard, TRICARE Extra, and TRICARE Prime cost sharing requirements.)


F.	Health benefits under Standard (section 199.17(f)).


	This paragraph describes health benefits for beneficiaries who opt to remain in Standard.  Broadly, participants in Standard maintain their freedom of choice of civilian provider under CHAMPUS (subject to nonavailability statement requirements), and face standard CHAMPUS cost sharing requirements, except when they take advantage of the preferred provider network under Extra.  The CHAMPUS benefit package applies to Standard participants.


G.	Coordination with other health care programs (section 199.17(g)).


	This paragraph of the proposed rule provided that, for beneficiaries enrolled in managed health care programs not operated by DoD, DoD may establish a contract or agreement with the other managed health care programs for the purpose of coordinating beneficiary entitlements under the other programs and the MHSS.  This potentially includes any private sector health maintenance organization (HMO) or competitive medical plan, and any Medicare HMO.  Any contract or agreement entered into under this paragraph may integrate health care benefits, delivery, financing, and administrative features of the other managed care plan with some or all of the features of the TRICARE Program.  This paragraph is based on 10 U.S.C. section 1097(d), as amended by section 714 of the National Defense Authorization Act for Fiscal Year 1995. 


	The final rule does not include provisions relating to coordination with other health plans.  Action is reserved, pending further development.


H.	Resource sharing agreements (section 199.17(h)).


	This paragraph provides that MTFs may establish resource sharing agreements with the applicable managed care support contractors for the purpose of providing for the sharing of resources between the two parties.  Internal and external resource sharing agreements are authorized.  Under internal resource sharing agreements, beneficiary cost sharing requirements are the same as in MTFs.  Under external resource sharing agreements, an MTF commander may authorize provision of services pursuant to the agreement to Medicare-eligible beneficiaries, if this will promote the most cost-effective provision of services under the TRICARE Program.


I.	Health Care Finder (section 199.17(i)).


	This paragraph establishes procedures for the Health Care Finder, an administrative office that assists beneficiaries in being referred to appropriate health care providers, especially the MTF and civilian network providers.  Health Care Finder services are available to all beneficiaries.


J.	General quality assurance, utilization review, and preauthorization requirements (section 199.17(j)).


	This paragraph emphasizes that all requirements of the CHAMPUS basic program relating to quality assurance, utilization review, and preauthorization of care apply to the CHAMPUS component of Prime, Extra and Standard.  These requirements and procedures may also be made applicable to MTF services.


K.	Pharmacy services, including special services in base realignment and closure sites (section 199.17(k)).


	This paragraph establishes two special pharmacy programs, a retail pharmacy network program and a mail service pharmacy program.


	An important aspect of the mail service and retail pharmacy programs is that, under the authority of section 702 of the National Defense Authorization Act for Fiscal Year 1993, Pub. L. 102-484, there is a special rule regarding eligibility for prescription services.  The special rule is that Medicare-eligible beneficiaries, who are normally ineligible for CHAMPUS, are under certain special circumstances eligible for the pharmacy programs.  The special circumstances are that they live in an area adversely affected by the closure of an MTF.  A provision of the National Defense Authorization Act for Fiscal Year 1995 additionally provides eligibility for Medicare eligible beneficiaries who demonstrate that they had been reliant on a former MTF for pharmacy services.


	Under the rule, the area adversely affected by the closure of a facility is established as the catchment area of the treatment facility that closed.  The catchment area is the existing statutory designation of the geographical area primarily served by an MTF.  The catchment area is defined in law as "the area within approximately 40 miles of a medical facility of the uniformed services."  Pub. L. 100-180, sec. 721(f)(1), 10 U.S.C.A. 1092 note.  This is also the geographical basis in the law for nonavailability statements that authorize CHAMPUS beneficiaries who live within areas served by military hospitals to obtain care outside the military facility. 10 U.S.C. 1079(a)(7). Because the purpose of the special eligibility rule for Medicare-eligible beneficiaries is to replace the pharmacy services lost as a consequence of the base closure, and because the 40-mile catchment area is the only geographical area designation established by law to describe the beneficiaries primarily served by a military medical facility, we believe it most appropriate to adopt the established 40-mile catchment area for purposes of the applicability of the special eligibility rule for pharmacy services.  Thus, under the rule, Medicare-eligible beneficiaries who live within the established 40-mile catchment area of a closed medical treatment facility are eligible to use the pharmacy programs if available in that area.  


	This paragraph also establishes the procedures for establishing eligibility for Medicare beneficiaries who live outside the former catchment area of a closed facility, but relied on it for pharmacy services.  Medicare beneficiaries who obtained pharmacy services at a facility in its last 12 months of operation (or the last twelve months during which pharmacy services were available to non-active duty beneficiaries) will be deemed to have been reliant on the facility; they can establish their reliance through a written statement to that effect.


	There are several noteworthy special rules regarding the area that will be considered adversely affected by the closure of an MTF.  First, a 40-mile catchment area generally will apply in the case of the closure of a military clinic, as it does in the case of the closure of a hospital.  Recognizing that there may be clinic closure cases involving very small clinics that were not providing any significant amount of pharmacy services to retirees, their family members and survivors, these cases will not be considered to be areas adversely affected by the closure of an MTF.  The reason for this is simply that if the facility was not providing a significant amount of services, its closure will not have a noteworthy adverse affect in the area.


	The Director, Office of CHAMPUS, may establish other procedures for the effective operation of the pharmacy programs, dealing with issues such as encouragement of the use of generic drugs for prescriptions and of appropriate drug formularies, as well as establishment of requirements for demonstration of past reliance on an MTF for pharmacy services.


	The pharmacy provisions of the rule are part of the Department’s efforts to consolidate its pharmacy programs, and move towards a uniform pharmacy component for TRICARE.


L.	PRIMUS and NAVCARE Clinics  (section 199.17(l)).


	Under the authority of 10 U.S.C. sections 1074(c) and 1097, this section authorizes PRIMUS and NAVCARE Clinics, which have operated to date under demonstration authority.  Operation of a PRIMUS and NAVCARE Clinic will cease upon initiation of a TRICARE program in the location of the PRIMUS or NAVCARE Clinic.


	PRIMUS and NAVCARE Clinics will function in a manner similar to MTF clinics, as under the demonstration project.  As such, all beneficiaries eligible for care in MTFs (including active duty members, Medicare-eligible beneficiaries, and other non-CHAMPUS eligible beneficiaries) are eligible to use PRIMUS and NAVCARE Clinics.  For PRIMUS and NAVCARE Clinics established prior to October 1, 1994, CHAMPUS deductibles and copayments do not apply.  Rather, military hospital policy regarding beneficiary charges will apply.  For PRIMUS and NAVCARE Clinics established after September 30, 1994, the provisions of the Uniform HMO Benefit regarding outpatient cost sharing apply (see section 199.18(d)(3)).  Other CHAMPUS rules and procedures, such as coordination of benefits requirements apply.  The Director, OCHAMPUS, may waive or modify CHAMPUS regulatory requirements in connection with the operation of PRIMUS and NAVCARE Clinics.


M.	Consolidated schedule of beneficiary charges (section 199.17(m)).


	This paragraph establishes a consolidated schedule of beneficiary charges applicable to health care services under TRICARE for Prime enrollees (other than active duty members), Standard participants, and Medicare-eligible beneficiaries.  The schedule of charges is summarized at Table 1, following the preamble.  As demonstrated by the table, TRICARE provides for reduced beneficiary out-of-pocket costs.


	Included in the consolidated schedule of beneficiary charges is the "Uniform HMO Benefit" design required by law (see section 199.18).


N.	Additional health care management requirements under Prime (section 199.17(n).


	This paragraph describes additional health care management requirements within Prime, and establishes the point-of-service option, under which CHAMPUS beneficiaries retain the right to obtain services without a referral, albeit with higher cost sharing.  Each CHAMPUS-eligible enrollee will select or be assigned a Primary Care Manager who typically will be the enrollee's health care provider for most services, and will serve as a referral agent to authorize more specialized treatment, if needed.  Health Care Finder offices will also assist enrollees in obtaining referrals to appropriate providers. Referrals for care will give first priority to the local MTF; other referral priorities and practices will be specified during the enrollment process.


O.	Enrollment Procedures (section 199.17(o)).


	This paragraph describes procedures for enrollment of beneficiaries other than active duty members, who must enroll.  The Prime plan may feature open season periods during which enrollment is permitted, or may offer continuous open enrollment, wherein beneficiaries may enroll at any time, and each enrollee has an individualized, specific anniversary date..  Prime enrollees will maintain participation in the plan for a 12 month period, with disenrollment only under special circumstances, such as when a beneficiary moves from the area.  In addition, provisions regarding installment payment option of enrollment fees are included.  A complete explanation of the features, rules and procedures of the Program in the particular locality involved will be available at the time enrollment is offered.  These features, rules and procedures may be revised over time, coincident with reenrollment opportunities.


P.	Civilian Preferred Provider Networks (section 199.17(p)).


	This paragraph sets forth the rules governing civilian preferred provider networks in the TRICARE Program.  It includes conformity with utilization management and quality assurance program procedures, provider qualifications, and standards of access for provider networks.  In addition, the methods which may be used to establish networks are identified.


	DoD beneficiaries who are not CHAMPUS-eligible, such as Medicare beneficiaries, may seek civilian care under the rules and procedures of their existing health insurance program.  Providers in the civilian preferred provider network generally will be required to participate in Medicare, so that when Medicare beneficiaries use a network provider they will be assured of a participating provider.


Q.	Preferred Provider Network Establishment under Any Qualified Provider Method (section 199.17(q)).


	This paragraph describes one process that may be used to establish a preferred provider network (the "any qualified provider method") and establishes the qualifications which providers must demonstrate in order to join the network.


R.	General fraud, abuse, and conflict of interest requirements under TRICARE Program (section 199.17(r)).


	This paragraph establishes that all fraud, abuse, and conflict of interest requirements for the basic CHAMPUS program are applicable to the TRICARE Program.


S.	Partial Implementation of TRICARE (section 199.17(s)).


	This paragraph explains that some portions of TRICARE may be implemented separately: a program without the HMO option, or a program covering a subset of health care services, such as mental health services.  In addition, partial implementation of TRICARE may include offering TRICARE Prime to limited groups of beneficiaries in remote sites; some of the normal requirements of TRICARE Prime may be waived in this regard.


T.	Inclusion of Veterans Hospitals in TRICARE Networks (section 199.17(t)).


	This paragraph provides the basis for participation by Department of Veterans Affairs facilities in TRICARE networks, based on agreements between the VA and DoD.


U.	Cost sharing of care for family members of active duty members in overseas locations (section 199.17(u)).


	 This paragraph permits establishment of special CHAMPUS cost sharing rules for family members of active duty members when they accompany the member on a tour of duty outside the United States.  A recently initiated demonstration program, described in the Federal Register of September 2, 1994 (59 Federal Register 45668), tests such a program for active duty family members in countries served by OCHAMPUS, Europe.  Overseas programs will include networks of providers who have agreed to accept CHAMPUS assignment for all care.  Beneficiary cost sharing for care obtained from network providers will be zero.


V.	Administrative procedures (section 199.17(v)).


	This paragraph authorizes establishment of administrative procedures for the TRICARE Program.


New Chapter 18 -- Uniform HMO Benefit Option


A.	In general (section 199.18(a)).


	This paragraph introduces the Uniform HMO Benefit option.  The statutory provision that establishes the parameters for determination of the Uniform HMO Benefit option is section 731 of the National Defense Authorization Act for Fiscal Year 1994.  It requires the establishment of a Uniform HMO Benefit option, which shall "to the maximum extent practicable" be included "in all future managed health care initiatives undertaken by" DoD.  This option is to provide "reduced out-of-pocket costs and a benefit structure that is as uniform as possible throughout the United States."  The statute further requires a determination that, in the managed care initiative that includes the Uniform HMO Benefit, DoD costs "are no greater than the costs that would otherwise be incurred to provide health care to the covered beneficiaries who enroll in the option."


	In addition to this provision of the National Defense Authorization Act for Fiscal Year 1994, a similar requirement is established by section 8025 of the DoD Appropriations Act, 1994.  As part of an initiative "to implement a nationwide managed health care program for the MHSS," DoD shall establish "a uniform, stabilized benefit structure characterized by a triple option health benefit feature."  Our Uniform HMO Benefit also implements this requirement of law.


	A new HMO benefit is being presented in this rule as the Uniform HMO Benefit.  The principal features of the benefit are displayed in Table 3 following the preamble.  Its most significant change from the previous (BRAC) benefit is that inpatient cost sharing for retirees, their family members and survivors is reduced to the levels faced by active duty family members, with concomitant increases in enrollment fees for these beneficiaries.  A second important change is that there would be no enrollment fee for family members of active duty members.  Finally, fees are set so that if the predicted costs remain valid, they may be held constant for a five-year period, rather than escalating each year with price inflation.


	The development of this Uniform HMO Benefit included painstaking analysis of utilization, cost, and administrative effect of potential cost sharing schedules.  This analysis included a series of assumptions regarding most likely ramifications of various components of the benefit and the operation of the TRICARE Program.  Based on this exhaustive analysis, the formulation of the Uniform HMO Benefit in the rule is the most generous benefit DoD can offer consistent with the statutory cost-neutrality mandate.


B.  Benefits covered under the Uniform HMO Benefit option (section 199.18(b)).


	For CHAMPUS�eligible beneficiaries, the HMO Benefit option incorporates the existing CHAMPUS benefit package, with potential additions of preventive services and a case management program to approve coverage of usually noncovered health care services (such as home health services) in special situations.


C.	Deductibles, fees, and cost sharing under the HMO Benefit option (sections 199.18(c) through (f)).


	Instead of usual CHAMPUS cost sharing requirements, Uniform HMO Benefit option participants will pay special per-service, specific dollar amounts or special reduced cost sharing percentages, which vary by category of beneficiary.


	The Uniform HMO Benefit also includes an annual enrollment fee, which would be in lieu of the CHAMPUS deductible. The current CHAMPUS deductible is $50 per person or $100 per family for family members of active duty members in pay grades E-1 through E-4; and $150 per person or $300 per family for all other beneficiaries.  The enrollment fee under the Uniform HMO Benefit option varies by beneficiary category: $0 for active duty family members, and $230 individual or $460 family for retirees, their family members, and survivors.


	The amounts of enrollment fees, outpatient charges and inpatient copayment under the uniform HMO benefit are presented in detail in sections 199.18(c) through (f).


	Instead of incorporating the standard CHAMPUS catastrophic cap of $7,500, the Uniform HMO Benefit includes a catastrophic cap of $3,000 for retirees, survivors, and their family members.  Thus retirees, survivors, and their family members who enroll in TRICARE Prime will have a considerably lower limit on their annual out-of-pocket expenses, in addition to the dramatically lower per-service charges features in the Uniform HMO Benefit.


Other Regulatory Changes


	The rule makes a number of additional changes to support implementation of TRICARE.


A.	Nonavailability Statements (revisions to sections 199.4(a)(9) and 199.15)


	The rule revises section 199.4 to require beneficiaries residing near designated military clinics to obtain a nonavailability statement for the selected outpatient services subject to NAS requirements under section 199.4(a)(9)(i)(C).


B.	Participating Provider Program (revisions to 199.14).


	Revisions to section 199.14 change the Participating Provider Program from a mandatory, nationwide program to a localized, optional program.  The initial intent of the program was to increase the availability of participating providers by providing a mechanism for providers to sign up as Participating Providers; a payment differential for Participating Providers was to be added as an inducement.  With the advent of the TRICARE Program and its extensive networks of providers, the nationwide implementation of the Participating Provider Program would be redundant.  Accordingly, this rule eliminates the nationwide program.  Where the need arises, CHAMPUS contractors will act to foster participation, including establishment of a local Participating Provider Program when needed, but not including the payment differential feature.


C.	Administrative Linkages of Medical Necessity Determinations and Nonavailability Statement Issuance (revisions to 199.4(a)(9)(vii) and 199.15)


	Revisions to section 199.4(a)(9) provide the basis for administrative linkages between a determination of medical necessity and the decision to issue or deny an Nonavailability Statement (NAS).  NASs are issued when an MTF lacks the capacity or capability to provide a service, but carry no imprimatur of medical necessity. Revisions to section 199.15 establish ground rules for CHAMPUS PRO review of care in MTFs, and allow for consolidated determinations of medical necessity applicable to both the MTF and civilian contexts when the CHAMPUS PRO performs the review.





