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The Honorable John McHugh

Secretary of the Army

101 Army Pentagon, Room 3E700

Washington, DC 20310-0101

FAX: (703) 697-8036

Dear Secretary McHugh:

On behalf of the American Federation of Government Employees, AFL-CIO, which represents more than

600,000 federal employees, including 200,000 DoD civilian employees, I ask for your assurance that you

will stop the Armyfrom illegally privatizing third party insurance collection and other health insurance

discovery services.

Iattach a February 25, 2011, memorandum that declares the intention of the Southern Regional Medical
Command to outsource these functions and that "(a) contract is anticipated to be awarded, with

immediate implementation, by the end of third quarter Fiscal Year (FY) 11."

As you know, 10 USC 2461 forbids the Department of Defense from converting any function of any size
last performed by civilian employees to contractor performance without first conducting a formal cost
comparison. There is no doubt that the services in question are currently performed by civilian
employees. The law includes no exceptions ifthe adversely affected civilian employees are reassigned.
And pursuantto three different prohibitions, the department isforbidden from using the notorious
OMB Circular A-76 privatization process.

The rank-and-file workforce would be delighted to work with management to generate efficiencies, but

the privatization of these services is flatly illegal. Please provide me with a written assurance that Ican
share with threatened rank-and-file employees that the Army will comply with the law and not
perpetrate an illegal privatization of these services. This would be an excellent opportunity to educate
allArmy activities about various sourcing laws, including the prohibition against direct conversions.

Thank you for your prompt attention to this urgent matter.

Attachment

^.Sincerely,

OJ
John Gage '

National President
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DEPARTMENT OF THE ARMY
SOUTHERN REGIONAL MEDICAL COMMAND

4070 STANLEY ROAD, SUITE 121
FORT SAM HOUSTON, TEXAS 78234-6230

MCSR-CL 25 February 2011

MEMORANDUM FOR Military Treatment Facility Commanders, Southern Regional
Medical Command

SUBJECT: Region-Wide Outsourcing of Third Party Insurance Collection and Other
Health Insurance Discovery Services

1. This is to notify you that Southern Region Medical Command (SRMC) will outsource
outpatient and inpatient third party collection efforts and Other Health Insurance (OHI)
discovery for Military Treatment Facility (MTF) Medical Services Accounts (MSA) at all
MTFs. A contract is anticipated to be awarded, with immediate implementation, by the
end of the third quarter Fiscal Year (FY) 11.

2. This decision is based on analysis of current SRMC billing and collections as
compared to Air Force (AF) MTFs which are fully outsourced. The models developed
using the AF billing rates depict that by outsourcing collections actions, SRMC should
be able to nearlydouble collection amounts. This decision was closely coordinated with
the Army Medical Command's Uniform Business Office and Resource Management
(RM).

3. The contract will encompass all billing and collection services for outpatient and
inpatient services. This includes pre-certification, claims preparation and submission,
electronic document imaging, record management, remote retrieval, aged accounts
receivable follow-up, denial management, refunds, and appeals processing.
Additionally, itwill incorporate OHI discovery for the MSA. The vendor selected will also
have to provide replacement software for the Third Party Outpatient Collection System
which will not be modified to accommodate ICD-10 implementation. By the end of FY12
the replacement software will be tested and implemented in all SRMC MTFs.

4. The region will initially fund the contract's start-up costs. Those initial costs will be
recovered from your earnings in FY12. The MTFs will retain all subsequent earnings.

5. SRMC will publish an operationsorder with additional instructions. Atthis time you
should plan for all current third party collection or OHI discovery contracts to terminate
at the end of FY11. Commands may retain their current GS employees but must plan to
realign surplus staff to fill vice positions in your organization. It may require
reclassification of some employees and you are reminded to satisfy your local collective




