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Message from the Administrator

| am pleased to present the Centers for Medicare & Medicaid Services’ (CMS) fiscal year
(FY) 2019 performance budget. In FY 2019, nearly 140 million Americans will rely on the
programs CMS administers including Medicare, Medicaid, the Children’s Health Insurance
Program (CHIP), and the Exchanges.

This is a critical time in healthcare, and our agency has a responsibility to move toward a
healthcare system that is sustainable, while driving down costs and providing Americans more
high quality healthcare choices. To achieve this, we are committed to fulfilling one overarching
goal across all of our programs to “Put Patients First”. CMS will focus its resources on efforts
that reduce regulatory burden on health care providers in an effort to improve patient care,
which seeks to empower patients and doctors to make decisions about their healthcare; usher
in a new era of state flexibility and local leadership; support innovative approaches to improve
quality, accessibility, and affordability; and improve the CMS customer experience.

This performance budget reflects greater programmatic efficiency by using data to drive
decision making and leveraging our experience and existing systems to avoid duplication. We
will modernize our programs to address the changing needs of the beneficiaries we serve, while
leveraging innovation and technology to drive better care. This budget supports continued
investments in high priority activities with a focus on high quality service for our customers. It
will allow us to improve the experience providers, patients, caregivers, and the states have with
CMS in a way that we can anticipate their needs and better serve them. To allow providers to
spend more time with their patients, we will continue to evaluate and streamline regulations to
reduce unnecessary burden, increase efficiencies, and improve the beneficiary experience. To
support better health outcomes, we will allow the states to drive reforms based on the unique
needs of their populations. With this performance budget, CMS will modernize our programs
and strengthen the integrity and sustainability of Medicare and Medicaid by investing in activities
to prevent fraud, waste, and abuse.

We take our role seriously in leading national efforts to improve healthcare quality, accessibility,
and outcomes in the most cost-effective manner. The investments proposed in FY 2019 will
enable CMS to promote the high quality and efficient healthcare that all Americans deserve.

On behalf of all those we serve, | thank you for your continued support of CMS and its FY 2019
performance budget.

Seema Verma, MPH
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EXECUTIVE SUMMARY

Agency Overview

The Centers for Medicare & Medicaid Services (CMS) is an Operating Division within the
Department of Health and Human Services (HHS). CMS oversees the two largest Federal
health care programs - Medicare and Medicaid - as well as the Children’s Health Insurance
Program (CHIP) and the Exchanges. CMS’ programs will touch the lives of nearly

140 million beneficiaries and consumers in FY 2019. CMS takes its role very seriously, as
our oversight responsibilities impact millions of citizens and continue to grow dramatically.

As a committed steward of public funds, CMS is dedicated to moving toward a health care
system that will drive down costs, give Americans more choices, and put patients and
doctors in control of their health care. To achieve this, CMS will empower patients and
doctors to make decisions about their health care while reducing burdensome regulations
and building a patient-centered system of care that increases competition, quality, and
access.

CMS works closely with its customers and other stakeholders to provide oversight as well
as foster innovation and collaboration. Through such collaboration, CMS will usher in a
new era of state flexibility and local leadership. Because the states are in the best position
to assess the unique needs of their populations and drive reforms, this shift will result in
better health care outcomes.

CMS touches the lives of Americans by providing coverage that offers peace of mind,
transforms health care by reducing disparities, strengthening program integrity by reducing
fraud, waste, and abuse, and promoting innovation. CMS supports innovative approaches
to improve quality, accessibility and affordability.

Overview of Budget Request

CMS requests funding for four annually-appropriated accounts including Program
Management (PM), discretionary Health Care Fraud and Abuse Control (HCFAC), Grants
to States for Medicaid, and Payments to the Health Care Trust Funds. The table on the
next page displays CMS’ FY 2017 Final, FY 2018 Annualized CR, and FY 2019 Request
levels for these accounts.

CMS’ resource needs are principally driven by workloads that grow annually and by its role
in leading national efforts to improve efficiency, health care quality, and access to care.
The FY 2019 budget request reflects a level of funding that will allow CMS to focus on base
operations and improve its traditional activities in Medicare, Medicaid, and CHIP.



CMS Annually-Appropriated Accounts
(Dollars in Millions)

FY 2017 FY 2018 FY 2019 | FY 2019 +/-
Accounts Final Annualized Request FY 2018
CR

Program Management $3,966.3 $3,947.8 $3,543.9 ($403.9)
HCFAC - Discretionary $725.0 $725.0 $770.0 $45.0
Grants to States for
Medicaid 1/ $377,586.5 $410,017.8 | $411,084.0 $1,066.2
Payments to Health Care
Trust Funds 1/ $328,187.7 $352,597.3 | $378,343.8 $25,746.5
Grand Total $710,465.5 $767,287.9 | $793,741.7 $26,453.8

1/ Totals may not add due to rounding. The FY 2018 amounts are the estimates included
in the FY 2018 President’s Budget and exclude indefinite authority.

Key Initiatives

Empowering Patients and Providers

The FY 2019 Budget seeks to reduce burdensome regulations so that providers can focus
on providing high-quality health care to their patients. To achieve this, CMS seeks to
implement policies that build on a patient-centered system of care that increases
competition, quality, and access to care. The goal is to empower patients to take
ownership of their health and ensure that they have the flexibility and information to make
choices as they seek care. For example, CMS is launching the “digital seniors” initiative,
which aims to empower seniors with health data. This initiative will allow patients to request
and obtain their data more quickly and in a format that can easily be shared with others to
analyze and make recommendations.

Medicaid State Flexibilities

The FY 2019 Budget provides states and local communities with additional flexibility so they
can design innovative programs based on the unique needs of their populations. However,
states will also be held accountable for achieving better health outcomes and results.

Invest in Program Integrity

The FY 2019 Budget proposes a $45.0 million increase over the FY 2018 Annualized CR
level to strengthen the integrity and sustainability of Medicare and Medicaid by investing in
activities to prevent fraud, waste, and abuse and promote high quality and efficient health
care. Inrecent years, additional funding for the HCFAC program has allowed CMS to shift
away from a “pay-and-chase” model toward identifying and preventing fraudulent or
improper payments. The return on investment for HCFAC law enforcement activities was
$5 returned for every $1 expended from 2014-2016.




Proposed Law Discretionary

Survey and Certification Re-Visit and Complaint Investigation Fee

CMS proposes a discretionary fee for revisits that occur as a result of deficiencies found
during initial certification, recertification, or substantiated complaints surveys. In addition,
CMS will also charge facilities a fee for substantiated compliant surveys resulting in findings
cited at the level of immediate jeopardy or actual harm. The collections would supplement
the Program Management funding for the Survey and Certification program. Collections
are estimated at $14.1 million in FY 2019 - exact amounts would be dependent on rule
making.

National Medicare & You Education Program (NMEP) User Fee [Mandatory Proposal]

CMS seeks a legislative change to Section 1857 (e)(2)(D)(ii)(V) of the Social Security Act to
rebase the user fees from Medicare Advantage and Prescription Drug plans for the

NMEP. This change is proposed to more equitably allocate the projected costs of the
NMEP program based on the higher share of enrollees in Medicare Advantage and Part D
than when the current cap was instituted. Current estimated collections are

$82.6 million. With this change, collections are estimated at $112.6 million in FY 2019.

FY 2019 Budget Request

Program Management

In FY 2019, CMS requests $3.5 billion in discretionary funding. CMS’ request reflects
funding needed to process Medicare claims and service the continued growth in CMS’
traditional programs. CMS’ budget request supports CMS’ priorities of empowering patients
and providers, providing flexibility to state and local communities, supporting innovative
approaches to improve quality, accessibility and affordability, and improving the customer
experience.

. Program Operations:

CMS’ FY 2019 budget request for Program Operations is $2.4 billion, a decrease of
$403.6 million below the FY 2018 Annualized CR Level. This request will allow
CMS to continue operating Medicare, Medicaid, CHIP, and basic CMS support
programs. The FY 2019 Budget proposes to wind down the Federal Exchanges for
plan year 2020, as states transition to new Market-based health care grants.
Additionally, the budget requests funding to reinvent CMS Medicaid and CHIP
operations through improving data systems and creating scorecards that will give
States an opportunity to demonstrate how they are using new and existing
flexibilities to serve the interests of their citizens with appropriate Federal

oversight. The request also funds core outreach and education activities that
positively impact the beneficiary experience and CMS’ customer service

goals. CMS will continue to invest in high priority activities with a focus on high
quality service for our beneficiaries and participating providers. CMS is evaluating
areas for contract efficiencies to maximize our annual appropriation.



. Federal Administration:

CMS’ FY 2019 budget request for Federal Administration is $702.6 million, a
decrease of $25.0 million below the FY 2018 Annualized CR Level. Of this request,
$639.1 million supports 4,237 direct FTEs. This is 266 lower than the FY 2018
Annualized CR Level of 4,503. The remaining request supports administrative
information technology, communication, utilities, rent and space requirements, as
well as administrative contracts and inter-agency agreements.

e Survey and Certification:

CMS’ FY 2019 CMS budget request for Survey and Certification is $421.1 million,
an increase of $26.5 million above the FY 2018 Annualized CR Level. In addition,
CMS proposes $14.1 million in estimated revisit fee collections for a total survey and
certification program level of $435.3 million. This request supports surveys of
hospices, outpatient physical therapy, outpatient rehabilitation, portable X-rays, rural
health clinics, community mental health centers, and ambulatory surgery

centers. The budget request also supports contracts to strengthen quality
improvement and national program consistency, promote gains in efficiency, make
oversight of accrediting organizations more effective, and implement key
recommendations made by the Government Accountability Office (GAO).

e Research:

CMS’ FY 2019 budget request for Research is $18.1 million, a decrease of $1.9
million below the FY 2018 Annualized CR Level. This request supports the
Medicare Current Beneficiary Survey (MCBS) as well as the Chronic Condition
Warehouse (CCW) and several other research related activities.

Health Care Fraud and Abuse Control

CMS requests $770.0 million in discretionary HCFAC funding in FY 2019, an increase of
$45.0 million above the FY 2018 Annualized CR Level. This funding will allow CMS and its
law enforcement partners to continue investing in activities that will reduce fraud in
Medicare, Medicaid, and CHIP. This includes ongoing investments in the oversight of
Medicare Parts C and D; state-of-the-art analytic technology to detect and prevent improper
payments; support for Medicare Strike Forces, used to identify and prosecute fraudulent
providers; and pre-enrollment provider screening.

CMS is proposing to re-engineer its approach to oversight of Medicaid and CHIP and the
expectations for the states to improve federal and state accountability. This approach will
promote fiscal integrity and program improvement as well as enhance IT systems and other
capacities to support data collection, analytics, and efficient oversight.



Grants to States for Medicaid

The FY 2019 Medicaid request is $411.1 billion, an increase of $1.1 billion above the

FY 2018 President’s Budget. Continued increases in grants to states are required as more
individuals enroll in Medicaid. This appropriation consists of $276.3 billion for FY 2019 and
$134.8 billion in an advance appropriation from FY 2018. These funds will help finance
$460.4 billion in estimated gross obligations in FY 2019. These obligations consist of:

e $434.2 billion in Medicaid medical assistance benefits;

e $21.5 billion for Medicaid administrative functions including Medicaid survey and
certification and State fraud control units; and

e $4.7 billion for the Centers for Disease Control and Prevention’s Vaccines for Children
program.

Payments to the Health Care Trust Funds

The FY 2019 request for Payments to the Health Care Trust Funds account totals $378.3
billion, an increase of $25.7 billion above the FY 2018 President’'s Budget. This account
transfers payments from the General Fund to the trust funds in order to make the
Supplementary Medical Insurance (SMI) Trust Fund and the Hospital Insurance (HI) Trust
Fund whole for certain costs, initially borne by the trust funds, which are properly
chargeable to the General Fund. The largest transfer provides the General Fund
contribution to the SMI Trust Fund for the General Fund’s share of the SMI program. Other
transfers include payments from the General Fund to the HI and SMI Trust Funds, including
the Medicare Prescription Drug Account, for costs such as general revenue for prescription
drug benefits, HCFAC, and other administrative costs that are properly chargeable to the
General Fund. The change in CMS’ request for FY 2019 is largely driven by increases for
the General Fund contributions for the SMI Trust Fund.

Conclusion

CMS’ FY 2019 request for its four annually-appropriated accounts—Program Management,
discretionary HCFAC, Grants to States for Medicaid, and Payments to the Health Care
Trust Funds—is $793.7 billion in FY 2019, an increase of $26.5 billion above the FY 2018
Annualized CR level.

CMS’ FY 2019 total discretionary appropriated request for Program Management is $3.5
billion. This funding will allow CMS to continue its traditional activities in the Medicare,
Medicaid, and CHIP programs.

CMS requests $770.0 million in discretionary HCFAC funds. This funding will be devoted to
maintaining and improving oversight programs related to early detection and prevention,
and reducing improper payments.

CMS remains committed to finding efficiencies within base workloads, safeguarding its
programs, and providing beneficiaries, stakeholders, and health care consumers with high
quality levels of service.



Overview of Performance

CMS supports the Administration’s goals to make government more effective,
efficient, and customer-focused in managing and delivering HHS programs by
implementing the Government Performance and Results Act of 1993 (GPRA)
and GPRA Modernization Act of 2010 (GPRA-MA). CMS performance measures
highlight fundamental program purposes and focus on the agency's role as an
efficient and effective steward of taxpayer dollars. This performance budget
makes recommendations that are consistent with the Administration’s work to
advance patient-centered health care and putting people first. We continue to
work on aligning our performance commitments to the CMS and HHS strategic
goals. While CMS tracks many of its established performance measures, we
also introduce new measures that reflect the Administration’s priorities.

CMS uses performance information to identify opportunities for improvement and
to shape and improve its programs. The use of performance measures also
provides a method of clear communication of CMS programmatic objectives to
partners, such as states and national professional organizations. Performance
data are extremely useful in shaping policy and management choices in both the
short and long term.

The CMS FY 2019 Performance section is designed to create a more complete
presentation of performance commitments, accomplishments, and trends which
reflects the vision of this Administration.



Discretionary All-Purpose Table (Comparable)

The Centers for Medicare & Medicaid Services
Dollars in Thousands

FY 2019
FY 2019 President's
FY 2017 Final AnnFuYalzi:;g CR President's Budget +/- FY
Budget 2018 Annualized
CR
Program Operations $ 2,816,393 | $ 2,805,640 $ 2,402,089 | $ (403,551)
Federal Administration $ 732,533 $ 727558 | $ 702,601 | $ (24,957)
State Survey & Certification $ 397,334 | $ 394636 | $ 4211351 $ 26,499
Research $ 20,0541 $ 19,918 | $ 18,054 | $ (1,864)
[Subtotal, Appropriation/BA Current Law (Discretionary; 0511) $ 3,966,314 | $ 3,947,752 | $ 3,543,879 | $ (403,873)
MIPPA (Mandatory; P.L. 110-275) $ 2,793 $ 2,802| $ 3,000] $ 198
PAMA (P.L. 113-93) $ 5586 $ 56041 $ 10,000| $ 4,396
IMPACT (P.L. 113-185) $ 19,861 | $ 17,396 | $ 18,625| $ 1,229
MACRA (P.L. 114-10) $ 196,441 1 $ 152,242 1 $ 115,000 | $ (37,242)
CURES (P.L. 114-255) $ 18,000 | $ - |3 - |3 -
Total, Mandatory Appropriation/BA C.L. (Mandatory; 0511) $ 242,681 $ 178,044 $ 146,625 $ (31,419)
Total, Appropriation/BA Current Law (0511) $ 4,208,995 | $ 4,125,796 | $ 3,690,504 | $ (435,292)
Proposed Law Appropriation (Mandatory) 1/ $ - $ - $ 230,000 | $ 230,000
Total, Appropriation/BA Proposed Law (0511) $ 4,208,995 | $ 4,125,796 | $ 3,920,504 | $ (205,292)
Est. Offsetting Collections from Non-Federal Sources:
User Fees and Reimbursements, C.L. $ 230,593 | $ 214200 | $ 222,183 | $ 7,983
Exchange User Fees, C.L. $ 1,141,029 1 $ 1,232,399 $ 1,000,000 $ (232,399)
Risk Corridors, C.L. $ 97,7241 $ 25,0001 $ - $ (25,000)
Recovery Audit Contracts, C.L. $ 348,605| $ 284870 $ 572,000 $ 287,130
Subtotal, New BA, Current Law 2/ $ 6,026,946 | $ 5,882,265 | $ 5,484,687 | $ (397,578)|
No/Multi-Year Carryforward 3/ $ 892,937 | $ - $ - $ -
Program Level, Current Law (0511) $ 6,919,883 $ 5,882,265 $ 5,484,687 | $ (397,578)
Proposed Law Discretionary 4/ $ - $ - $ 14,120 $ 14,120
Program Level, Proposed Law (0511) $ 6,919,883 $ 5,882,265 $ 5,728,807 | $ (153,458)
HCFAC Discretionary $ 725,000 | $ 725,000 | $ 770,000 | $ 45,000
Non-CMS Administration 5/ $ 1,893,000 | $ 1,837,947 | $ 2,344,852 | $ 506,905
CMS FTEs:
Direct (Federal Administration) 4,514 4,503 4,237 -266
Reimbursable (CLIA, CoB, RAC, Exchange) 240 249 249 0
Subtotal, Program Management FTEs 4,754 4,752 4,486 -266
Affordable Care Act (Mandatory) 17 17 17 0
ARRA Implementation (Mandatory) 75 69 69 0
Other Direct (PAMA, IMPACT, MACRA) (Mandatory) 67 71 71 0
Total, Program Management FTEs, Current Law 4,913 4,909 4,643 -266
Program Management, Proposed Law 0 0 0 0
Total, Program Management FTEs 4,913 4,909 4,643 -266
Affordable Care Act (Mandatory) 608 626 600 -26
HCFAC Mandatory 196 403 403 0
HCFAC Discretionary 253 0 0 0
Medicaid Integrity (State Grants; Mandatory) 91 207 207 0
Demonstrations 10 15 15 0
QIO 229 232 232 0
Total, CMS FTEs 6/ 6,300 6,392 6,100 -292

1/ Includes proposal for increased MA/PDP user fee collection of $30 million and $200 million in administrative funding to implement the CMS proposals

in the President's Budget.

2/ Includes user fees and reimbursables supporting CMS program management. FY 2017 and FY 2018 are net of sequester and pop up. FY 2019

includes gross collections.

3/ Reflects remaining no-year and multi-year funding within the traditional Program Management account (75-0511), excluding user fees.
4/ CMS' FY 2019 request includes a discretionary revisit user fee for the Survey & Certification Program.
5/ Includes funds for the SSA, DHHS/OS, the Medicare Payment Advisory Commission (MedPAC).

6/ Excludes staffing funded from indirect cost allocations.
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Program Management

Appropriations Language

For carrying out, except as otherwise provided, titles XI, XVIII, XIX, and XXI of the Social
Security Act, titles Xl and XXVII of the PHS Act, the Clinical Laboratory Improvement
Amendments of 1988, and other responsibilities of the Centers for Medicare & Medicaid
Services, not to exceed [$3,669,744,000] $3,543,879,000, to be transferred from the
Federal Hospital Insurance Trust Fund and the Federal Supplementary Medical Insurance
Trust Fund, as authorized by section 201(g) of the Social Security Act; together with all
funds collected in accordance with section 353 of the PHS Act and section 1857(e)(2) of the
Social Security Act, funds retained by the Secretary pursuant to section [302 of the Tax
Relief and Health Care Act of 2006;] 1893(h) of the Social Security Act, and such sums as
may be collected from authorized user fees and the sale of data, which shall be credited to
this account and remain available until [September 30, 2022] expended: Provided, That all
funds derived in accordance with 31 U.S.C. 9701 from organizations established under title
XIII of the PHS Act shall be credited to and available for carrying out the purposes of this
appropriation: Provided further, That the Secretary is directed to collect fees in fiscal year
[2017] 2019 from Medicare Advantage organizations pursuant to section 1857(e)(2) of the
Social Security Act and from eligible organizations with risk-sharing contracts under section

1876 of that Act pursuant to section 1876(k)(4)(D) of that Act.
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Program Management

Language Analysis

Langquage Provision

For carrying out, except as otherwise
provided, titles XI, XVIII, XIX, and XXI of the
Social Security Act, titles XIII and XXVII of
the PHS Act, the Clinical Laboratory
Improvement Amendments of 1988, and
other responsibilities of the Centers for
Medicare & Medicaid Services, not to
exceed [$3,669,744,000] $3,543,879,000,
to be transferred from the Federal Hospital
Insurance Trust Fund and the Federal
Supplementary Medical Insurance Trust
Fund, as authorized by section 201(g) of the
Social Security Act;

together with all funds collected in
accordance with section 353 of the PHS Act
and section 1857(e)(2) of the Social
Security Act, funds retained by the
Secretary pursuant to section [302 of the
Tax Relief and Health Care Act of 2006;]
1893(h) of the Social Security Act, and such
sums as may be collected from authorized
user fees and the sale of data, which shall
be credited to this account and remain
available until [September 30, 2022]
expended:

Provided, That all funds derived in
accordance with 31 U.S.C. 9701 from
organizations established under title XIII of
the PHS Act shall be credited to and
available for carrying out the purposes of
this appropriation:

Provided further, That the Secretary is
directed to collect fees in fiscal year [2017]
2019 from Medicare Advantage
organizations pursuant to section 1857(e)(2)
of the Social Security Act and from eligible
organizations with risk-sharing contracts
under section 1876 of that Act pursuant to
section 1876(k)(4)(D) of that Act

12

Explanation

Provides a one-year appropriation from the
HI and SMI Trust Funds for the
administration of the Medicare, Medicaid,
Children’s Health Insurance, and consumer
information and insurance oversight and
protection programs. The HI Trust Fund will
be reimbursed for the General Fund share
of these costs through an appropriation in
the Payments to the Health Care Trust
Funds account.

Provides funding for the Clinical Laboratory
Improvement Amendments program, which
is funded solely from user fee collections.
Authorizes the collection of fees for the sale
of data, and other authorized user fees and
offsetting collections to cover administrative
costs, including those associated with
providing data to the public, and other
purposes. All of these collections are
available to be carried over from year to
year, until expended.

Authorizes the crediting of HMO user fee
collections to the Program Management
account.

Authorizes the collection of user fees from
Medicare Advantage organization for costs
related to enrollment, dissemination of
information and certain counseling and
assistance programs.



General Provision

Language Provision

Sec. 220. Notwithstanding section of
1864(e) of the Social Security Act (42
U.S.C. 1395aa(e)), the Secretary shall
charge health care facilities or entities fees
in cases where such facilities or entities
have been cited for deficiencies during
initial certification, recertification, or
substantiated complaint surveys to cover
all or a portion of the costs incurred for
conducting substantiated complaint
surveys and revisit surveys on such health
care facilities or entities. Such fees shall be
in addition to any other funds available for
conducting such surveys and shall be
credited to the “Department of Health and
Human Services, Centers for Medicare and
Medicaid Services, Program
Management,” account to remain available
until expended for such purpose. No such
fees shall be charged to an Indian Health
Program (as that term is defined in section
4 of the Indian Health Care Improvement
Act).”

13

Explanation

Authorizes the collection of user fees from
providers who had previously been cited
for deficiencies in care, and required a
revisit, as well as facilities that experience
a substantiated complaint survey that
result in immediate jeopardy or actual
harm. Since this is proposed as an
amendment to the Social Security Act, the
authority to collect fees is contingent on
their appropriation, so that collections will
be classified as discretionary.



CMS Program Management
Amounts Available for Obligation

Trust Fund Discretionary Appropriation:
Appropriation (L/HHS)
Trust Fund Mandatory Appropriation:
PAMA/SGR (PL 113-93)
IMPACT Act (PL 113-185)
MACRA (PL 114-10)
21st Century Cures (PL 114-255)
Subtotal, trust fund mand. Appropriation 1/
Mandatory Appropriation:
MIPPA (PL 110-275)
ACA (PL 111-148/152)
Subtotal, trust fund mand. Appropriation 1/

Offsetting Collections from Non-Federal Sources:

CLIA user fees

Coordination of benefits user fees

MA/PDP user fees 3/

Sale of data user fees

Provider enroliment user fees

Exchange user fees

Risk adjustment administration

Recovery audit contracts

Risk corridors

Nursing home CMPs/Other
Subtotal, offsetting collections 2/

Total Budget Authority

1/ Current law display. Net of sequester.

FY 2019
FY 2018 President's
FY 2017 Final  Annualized CR Budget

$3,966,314,000

$3,947,751,513

$3,543,879,000

$5,586,000 $5,604,000 $10,000,000
$19,861,000 $17,395,750 $18,625,000
$196,441,000 $152,242,000  $115,000,000
$18,000,000 $0 $0
$239,888,000 $175,241,750  $143,625,000
$2,793,000 $2,802,000 $3,000,000

$0 $0 $0

$2,793,000 $2,802,000 $3,000,000
$50,470,000 $46,700,000 $50,000,000
$41,344,000 $28,020,000 $30,000,000
$84,484,000 $80,831,000 $82,600,000
$23,203,000 $20,000,000 $20,000,000
$30,972,000 $24,094,000 $24,000,000
$1,118,804,000 $1,210,200,000 $962,000,000
$22,225,000 $22,199,000 $38,000,000
$348,605,000 $284,870,000  $572,000,000
$97,724,000 $25,000,000 $0
$120,000 $14,555,000 $15,583,000
$1,817,951,000 $1,756,469,000 $1,794,183,000
$6,026,946,000 $5,882,264,263 $5,484,687,000

2/ FY 2017 and FY 2018 are net of sequester and pop-up authority. FY 2019 shows gross collections.
3/ FY 2019 Collections reflect current law. An additional $30 million in collections are included in proposed law.
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Summary of Changes

2018
Total estimated budget authority 1/ $3,947,751,513
(Obligations) 1/ ($3,947,751,513)
2019
Total estimated budget authority 1/ $3,543,879,000
(Obligations) 1/ ($3,543,879,000)
Net Change ($403,872,513)
2018 Estimate Change from Base
FTE Budget Authority FTE  Budget Authority
Increases:
A. Built-in:
1. Pay Raise $0
2. Annualization of Pay Raise $0
Subtotal, Built-in Increases 1/ $0
B. Program:
1. Program Operations $2,805,639,627 $71,143,000
2. Federal Administration $727,558,368 $11,880,632
3. State Survey & Certification $394,635,705 $26,499,295
4. Research $19,917,813 $0
Subtotal, Program Increases 1/ $109,522,927
Total Increases 1/ $109,522,927
Decreases:
A. Built-in: ($36,646,000)
1. One Day Less Pay $0
Subtotal, Built-in Decreases 1/ ($36,646,000)
B. Program:
1. Program Operations $2,805,639,627 ($474,693,627)
2. Federal Administration 4,503 $727,558,368 (266) ($192,000)
3. State Survey & Certification $394,635,705 $0
4. Research $19,917,813 ($1,863,813)
Subtotal, Program Decreases 1/ ($476,749,440)
Total Decreases 1/ ($513,395,440)
Net Change 1/ ($403,872,513)

1/ Reflects enacted discretionary funds only. Excludes budget authority and staffing from mandatory funds.
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CMS Program Management
Budget Authority by Activity
(Dollars in Thousands)

1. Program Operations
Additional Medicare Operations Funding
MIPPA (PL 110-275)
PAMA/SGR (PL 113-93)
IMPACT Act (PL 113-185)
MACRA (PL 114-10)
21st Century Cures (114-255)
Sequester
Subtotal, Program Operations
(Obligations)

2. Federal Administration
Sequester
Subtotal, Federal Administration
(Obligations) 2/

3. State Survey & Certification
IMPACT Act (PL 113-185)
Sequester
Subtotal, State Survey & Certification
(Obligations)

4. Research, Demonstration & Evaluation
Sequester
Subtotal, Research, Demonstration & Evaluation
(Obligations) 2/

5. User Fees
Sequester
Sequester Pop-Up
Subtotal, User Fees
(Obligations) 2/

6. Recovery Audit Contracts
Sequester
Subtotal, Recovery Audit Contracts
(Obligations)

7. Risk Corridors
Sequester
Subtotal, Risk Corridors
(Obligations) /3

Total, Budget Authority 1/

(Obligations) 1/

FTE 1/

1/ Reflects CMS' current law request.

FY 2019
FY 2018 President's
FY 2017 Final Annualized CR Budget
$2,511,393 $2,805,640 $2,402,089
$305,000 $0 $0
$3,000 $3,000 $3,000
$6,000 $6,000 $10,000
$13,000 $13,000 $13,000
$211,000 $163,000 $115,000
$18,000 $0 $0
($16,077) ($12,210) $0
$3,051,316 $2,978,430 $2,543,089
($3,094,000)  ($3,172,000)  ($2,422,000)
$732,533 $727,558 $702,601
$0 $0 $0
$732,533 $727,558 $702,601
($762,000) ($727,558) ($702,601)
$397,334 $394,636 $421,135
$8,333 $5,625 $5,625
($575) ($371) $0
$405,092 $399,890 $426,760
($409,000) ($425,000) ($444,000)
$20,054 $19,918 $18,054
$0 $0 $0
$20,054 $19,918 $18,054
($58,000) ($85,000) ($29,000)
$1,396,753 $1,454,168 $1,222,183
($109,682) ($110,446) $0
$84,551 $102,877 $0
$1,371,622 $1,446,599 $1,222,183
($1,729,000) ($1,446,599)  ($1,222,183)
$374,441 $305,000 $572,000
($25,836) ($20,130) $0
$348,605 $284,870 $572,000
($89,000) ($285,000) ($572,000)
$97,724 $25,000 $0
$0 $0 $0
$97,724 $25,000 $0
($3,978,221) $0 $0
$6,026,946 $5,882,265 $5,484,687
($10,119,221) ($6,141,157)  ($5,391,784)
4,913 4,909 4,643

2/ Where obligations exceed budget authority, mandatory carryforward of BA not reflected on the table is

the source of BA.

3/ Total obligations exclude FY 2018 deobligations made due to the end of the three-year program period

for collecting funds in the Risk Corridor program.
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2007
Trust Fund Appropriation:
Base
TRHCA (PL 109-432)
Subtotal
2008
General Fund Appropriation:
MMSEA (PL 110-173)
Supplemental (PL 110-252)
Trust Fund Appropriation:
Base
Rescissions (P.L. 110-161)
MMSEA (PL 110-173)
MIPPA (PL 110-275)
Subtotal
2009
General Fund Appropriation:
CHIPRA (PL 111-3)
Trust Fund Appropriation:
Base
MIPPA (PL 110-275)
Subtotal

General Fund Appropriation (ARRA):

Budget Estimate
to Congress

CMS Program Management
Appropriations History Table

House Allowance

Senate
Allowance

Appropriation

$3,148,402,000
$0

$3,153,547,000
$0

$3,149,250,000
$0

$3,141,108,000
$105,000,000

$3,148,402,000

$3,153,547,000

$3,149,250,000

$3,246,108,000

$0 $0 $0 $60,000,000
$0 $0 $0 $5,000,000
$3,274,026,000 $3,230,163,000 $3,248,088,000 $3,207,690,000
$0 $0 $0 ($56,038,000)
$0 $0 $0 $55,000,000
$0 $0 $0 $20,000,000
$3,274,026,000 $3,230,163,000 $3,248,088,000 $3,226,652,000
$0 $0 $0 $5,000,000

$3,307,344,000
$0

$3,270,574,000
$0

$3,260,998,000
$0

$3,305,386,000
$182,500,000

ARRA (PL 111-5)

Trust Fund Appropriation (ARRA):
ARRA (PL 111-5)

2010

General Fund Appropriation:
ACA (PL 111-148/152)

Trust Fund Appropriation:
Base 1/
MIPPA (PL 110-275)
ACA (PL 111-148/152)

Subtotal

General Fund Appropriation (ARRA):

$3,307,344,000

$3,270,574,000

$3,260,998,000

$3,487,886,000

ARRA (PL 111-5)
2011

General Fund Appropriation:
MIPPA (PL 110-275)
ACA (PL 111-148/152)
MMEA (PL 111-309)

Trust Fund Appropriation:
Base 1/
Rescissions (P.L. 112-10)
MIPPA (PL 110-275)
ACA (PL 111-148/152)

Subtotal

General Fund Appropriation (ARRA):

ARRA (PL 111-5)
2012

General Fund Appropriation:
MIPPA (PL 110-275)
ACA (PL 111-148/152)

Trust Fund Appropriation:
Base 1/
Rescissions (P.L. 112-74)
MIPPA (PL 110-275)
ACA (PL 111-148/152)

Subtotal

General Fund Appropriation (ARRA):

$0 $0 $0 $140,000,000
$0 $0 $0 $2,000,000
$0 $0 $0 $251,600,000
$3,465,500,000 $3,463,362,000 $3,431,500,000 $3,470,242,000
$0 $0 $0 $35,000,000
$0 $0 $0 $95,300,000
$3,465,500,000 $3,463,362,000 $3,431,500,000 $3,600,542,000
$0 $0 $0 $140,000,000
$0 $0 $0 $3,000,000
$0 $0 $0 $60,000,000
$0 $0 $0 $200,000,000
$3,646,147,000 $3,470,242,000 $3,470,242,000 $3,470,242,000
$0 $0 $0 ($6,940,000)
$0 $0 $0 $35,000,000
$0 $0 $0 $527,750,000
$3,646,147,000 $3,470,242,000 $3,470,242,000 $4,026,052,000
$0 $0 $0 $140,000,000
$0 $0 $0 $3,000,000
$0 $0 $0 $110,000,000
$4,396,973,000 $3,173,005,000 $4,044,876,000 $3,879,476,000
$0 $0 $0 ($7,249,000)
$0 $0 $0 $35,000,000
$0 $0 $0 $25,302,000

ARRA (PL 111-5)

$4,396,973,000

$0
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$3,173,005,000

$0

$4,044,876,000

$0

$3,932,529,000

$140,000,000



CMS Program Management
Appropriations History Table

Budget Estimate Senate
to Congress  House Allowance Allowance Appropriation
2013
General Fund Appropriation:
MIPPA (PL 110-275) $0 $0 $0 $3,000,000
ACA (PL 111-148/152) $0 $0 $0 $110,000,000
Transfers $0 $0 $0 $453,803,000
Sequestration $0 $0 $0 ($5,763,000)
Trust Fund Appropriation:
Base 1/ $4,820,808,000 $0 $4,370,112,000 $3,872,227,000
Transfers (P.L. 113-6) $0 $0 $0 $113,588,000
Rescissions (P.L. 113-6) $0 $0 $0 ($7,656,000)
Sequestration $0 $0 $0 ($194,827,000)
ATRA (PL 112-240) $0 $0 $0 $17,500,000
ACA (PL 111-148/152) $0 $0 $0 $25,440,000
Sequestration $0 $0 $0 ($2,190,000)
Subtotal $4,820,808,000 $0 $4,370,112,000 $3,824,082,000
General Fund Appropriation (ARRA):
ARRA (PL 111-5) $0 $0 $0 $140,000,000
Sequestration $0 $0 $0 ($7,140,000)
2014
General Fund Appropriation:
MIPPA (PL 110-275) $0 $0 $0 $3,000,000
ACA (PL 111-148/152) $0 $0 $0 $110,000,000
Sequestration $0 $0 $0 ($8,136,000)
Trust Fund Appropriation:
Base 3/ $5,217,357,000 $0 $5,217,357,000 $3,669,744,000
Additional Medicare Ops. (PL 113-76) $0 $0 $0 $305,000,000
Transfers (P.L. 113-76) $0 $0 $0 $118,582,000
Sequestration $0 $0 $0 ($1,584,000)
ACA (PL 111-148/152) $0 $0 $0 $25,341,000
PAMA/SGR (PL 113-93) $0 $0 $0 $48,500,000
Sequestration $0 $0 $0 ($1,825,000)
Subtotal $5,217,357,000 $0 $5,217,357,000 $4,163,758,000
General Fund Appropriation (ARRA):
ARRA (PL 111-5) $0 $0 $0 $140,000,000
Sequestration $0 $0 $0  ($10,080,000)
2015
General Fund Appropriation:
MIPPA (PL 110-275) $0 $0 $0 $3,000,000
ACA (PL 111-148/152) $0 $0 $0 $50,000,000
Sequestration $0 $0 $0 ($3,869,000)
Trust Fund Appropriation:
Base 3/ $4,199,744,000 $0 $0 $3,669,744,000
Additional Medicare Ops. (PL 113-235) $0 $0 $0 $305,000,000
ACA (PL 111-148/152) $0 $0 $0 $5,559,200
Sequestration $0 $0 $0 ($408,000)
PAMA/SGR (PL 113-93) $0 $0 $0 $6,000,000
MACRA (PL 114-10) $0 $0 $0 $204,500,000
IMPACT Act (PL 113-185) $0 $0 $0 $107,333,000
Subtotal $4,199,744,000 $0 $0 $4,297,728,200
General Fund Appropriation (ARRA):
ARRA (PL 111-5) $0 $0 $0 $140,000,000
Sequestration $0 $0 $0 ($10,220,000)
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CMS Program Management
Appropriations History Table

Budget Estimate Senate
to Congress  House Allowance Allowance Appropriation
2016
General Fund Appropriation:
MIPPA (PL 110-275) $0 $0 $0 $3,000,000
Sequestration $0 $0 $0 ($204,000)
Trust Fund Appropriation:
Base 3/ $4,245,186,000 $0 $0 $3,665,785,000
Additional Medicare Ops. (PL 113-235) $0 $0 $0 $305,000,000
ACA (PL 111-148/152) $0 $0 $0 $353,000
Sequestration $0 $0 $0 ($1,883,000)
PAMA/SGR (PL 113-93) $0 $0 $0 $6,000,000
MACRA (PL 114-10) $0 $0 $0 $216,000,000
IMPACT Act (PL 113-185) $0 $0 $0 $21,333,000
Subtotal $4,245,186,000 $0 $0 $4,212,588,000
General Fund Appropriation (ARRA):
ARRA (PL 111-5) $0 $0 $0 $65,000,000
Sequestration $0 $0 $0 ($4,420,000)
2017
General Fund Appropriation:
MIPPA (PL 110-275) $0 $0 $0 $3,000,000
Sequestration $0 $0 $0 ($207,000)
Trust Fund Appropriation:
Base 3/ $4,109,549,000 $0 $0 $3,974,744,000
IMPACT Act (PL 113-185) $0 $0 $0 $21,333,000
PAMA/SGR (PL 113-93) $0 $0 $0 $6,000,000
MACRA (PL 114-10) $0 $0 $0 $211,000,000
21st Century Cures (PL 114-255) $0 $0 $0 $18,000,000
Sequestration $0 $0 $0  ($16,444,977)
Subtotal $4,109,549,000 $0 $0 $4,214,632,023
2018
General Fund Appropriation:
MIPPA (PL 110-275) $0 $0 $0 $3,000,000
Sequestration $0 $0 $0 ($198,000)
Trust Fund Appropriation:
Base 1/ 3/ $3,587,996,000 $3,451,141,000 $3,974,744,000 $3,947,751,513
PAMA/SGR (PL 113-93) $0 $0 $0 $6,000,000
MACRA (PL 114-10) $0 $0 $0 $163,000,000
IMPACT Act (PL 113-185) $0 $0 $0 $18,625,000
Sequestration $0 $0 $0 ($12,383,250)

Subtotal
2019
General Fund Appropriation:

$3,587,996,000

$3,451,141,000

$3,974,744,000

$4,135,376,513

MIPPA (PL 110-275) $0 $0 $0 $3,000,000
Sequestration $0 $0 $0 $0
Trust Fund Appropriation:

Base 2/ $3,543,879,000 $0 $0 $0
PAMA/SGR (PL 113-93) $0 $0 $0 $10,000,000
MACRA (PL 114-10) $0 $0 $0 $115,000,000
IMPACT Act (PL 113-185) $0 $0 $0 $18,625,000
Sequestration $0 $0 $0 $0

Subtotal $3,543,879,000 $0 $0 $143,625,000

1/ Based on Annualized CR
2/ Based on Current Law Request

3/ Base appropriation includes an additional $305 million in the FY 2018 Senate allowance to support Program Management

activity related to the Medicare Program.

19



CMS Program Management
Appropriations Not Authorized by Law

Authorization
Level in Last  Appropriations in
Last Year of Year of Last Year of  Appropriations in
Program Authorization Authorization Authorization FY 2018

CMS Program Management has no appropriations not authorized by law.
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Program Operations
(Dollars in Thousands)

FY 2017 FY 2018 FY 2019 FY 2019
Final Annualized | President’s +/-
CR Budget FY 2018
BA $2,816,393 | $2,805,640 | $2,402,089 ($403,551)

Medicare Authorizing Legislation — Social Security Act, Title XVIII, Sections 1816 and
1842, 42 U.S.C. 1395 and the Medicare Prescription Drug Improvement and Modernization
Act of 2003.

Medicaid Authorizing Legislation — Social Security Act, Title XIX, Section 1901

Children’s Health Insurance Program Authorizing Legislation — Social Security Act,
Title XXI

Affordable Care Act Authorizing Legislation — Patient Protection and Affordable Care Act
(Public Law 111-148) consolidating the amendments made by title X of the Act and the
Health Care and Education Reconciliation Act of 2010 (Public Law 111-152)

FY 2019 Authorization — One Year/Multi-Year
Allocation Method — Contracts, Competitive Grants, Cooperative Agreements
OVERVIEW

CMS administers and oversees the nation’s largest ongoing health care programs. These
programs include the Medicare program, established in 1965 for Americans age 65 and
older and for disabled persons, including those with End-Stage Renal Disease (ESRD); the
Medicaid program, also established in 1965, for low-income families and aged, blind, and
disabled individuals; the Children’s Health Insurance Program (CHIP), established in 1997,
for low-income children in families with incomes above the Medicaid eligibility levels; and
the consumer Health Insurance Exchanges.

Program Operations primarily funds the processing of Medicare Fee-For-Service (FFS)
claims, as well as information technology (IT) infrastructure and operational support. It
supports the Medicare Advantage and Medicare Prescription Drug programs, beneficiary
and consumer outreach programs, quality improvement activities, and ongoing research. It
also funds operations and enhancements in the Medicaid and CHIP programs, as well as
insurance market reform, oversight, and operational contracts supporting the Exchange.

As the primary account funding the operations for CMS’ programs, Program Operations
plays a direct role in achieving the Agency’s strategic priorities, by promoting efficiency in
health care, reforming the health care delivery system, decreasing medical costs and
payment error rates, reducing new Medicare appeals, and reducing burdens and
regulations to those who serve our beneficiaries.
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Program Description and Accomplishments
Medicare

Authorized in 1965 under title XVIII of the Social Security Act, the Medicare program
provides hospital and supplemental medical insurance to Americans age 65 and older and
to disabled persons, including those with ESRD. The program was expanded in 2006 with
the introduction of a voluntary prescription drug benefit, Part D. Medicare enrollment has
increased from 19 million in 1966 to 61 million beneficiaries expected in FY 2019. Medicare
benefits, that is, the payments made to providers, health plans, and drug plans for their
services, are permanently authorized. The Medicare administrative expenses discussed in
this chapter are funded annually through the Program Management appropriation.

For Medicare Parts A and B, CMS processes providers’ claims, funds beneficiary outreach
and education, maintains the IT infrastructure needed to support various claims processing
systems, and make programmatic improvements such as the Healthcare Integrated
General Ledger and Accounting System (HIGLAS), the administrative simplification
provisions enacted in the Health Insurance Portability and Accountability Act of 1996
(HIPAA), and others.

For Medicare Parts C and D, CMS funds certification of payments, operational support for
programs such as Medicare claim appeals, oversight and monitoring functions, and audits
of Medicare Advantage (MA), joint MA-prescription drug plans (MA-PDP), and standalone
prescription drug plans (PDP).

Medicaid and CHIP

Authorized in 1965 under title XIX of the Social Security Act, Medicaid is a means-tested
health care entitlement program financed jointly by states and the Federal government that
provides health care coverage to low-income families with dependent children, pregnant
women, children, aged, blind and disabled individuals, and other adults. Medicaid also
provides community based long-term care services and supports seniors and individuals
with disabilities, as well as institutional care and long-term care services. As a result,
Medicaid programs vary widely from state to state. The grants made to states for the
Federal share of Medicaid services and state administration of this program is appropriated
annually. The funding for Medicaid included in the Program Operations chapter covers
certain administrative expenses such as Medicaid systems support, managed care review
and oversight, demonstration management, and other program-related initiatives.

The Balanced Budget Act of 1997 created the Children’s Health Insurance Program (CHIP)
under title XXI of the Social Security Act. CHIP is a federal-state matching, capped grant
program providing health insurance to targeted low-income children in families with
incomes above Medicaid eligibility levels. This program was the largest single expansion of
health insurance coverage for children in more than 30 years and has improved access to
health care and quality of life for millions of vulnerable children who are younger than

19 years of age.
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Private Health Insurance Protections and Programs

CMS conducts market oversight of PPACA-compliant health insurance plans. CMS works
in close collaboration with states and issuers on medical loss ratio rules, oversight of State-
Based Exchanges, financial assistance eligibility determination, and risk adjustment. In
states that have elected not to operate State-Based Exchanges, CMS operates Federal
Exchanges on their behalf.

Funding History

Fiscal Year Budget Authority
FY 2015 $2,824,823,000
FY 2016 $2,824,823,000
FY 2017 Final $2,816,393,000
FY 2018 Annualized CR $2,805,640,000
FY 2019 President’s Budget $2,402,089,000

Budget Request: $2,402.1 Million

CMS’ FY 2019 budget request for Program Operations is $2,402.1 million, a decrease of
$403.6 million below the FY 2018 Annualized CR level. This request will allow CMS to
efficiently operate Medicare, Medicaid, CHIP, and other CMS support programs while
allowing Federal Exchange operations to wind down in an orderly fashion under the
proposal to repeal and replace Obamacare. Additionally, the request allows CMS to
reinvent Medicaid operations by improving data systems and increasing transparency about
program administration and outcomes through the Medicaid and CHIP Scorecard initiative.
The request also funds core outreach and education activities that positively impact the
beneficiary experience and CMS’ customer service goals. CMS will continue to invest in
high priority activities with a focus on high quality service for beneficiaries and participating
providers and will continue evaluating areas for contract efficiencies to maximize resources.
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Program Operations

(Dollars in Millions)

FY 2018 FY 2019 FY 2019
Activity inigr Annualized | President’s +/-
CR Budget FY 2018

Program Operations
l. Medicare Parts A&B

Ongoing Operations $926.299 $942.104 $935.640 ($6.464)

FFS Operations Support $118.169 $83.518 $77.400 ($6.118)

Claims Processing Systems $54.533 $75.776 $75.776 -

DME/Part B Competitive Bidding $26.566 $10.958 $52.066 $41.108
Il. Other Medicare Operational Costs

Accounting & Audits $120.726 $100.726 $100.726 -

QIC Appeals (BIPA 521/522) $86.273 $86.505 $91.000 $4.495

HIPAA Administrative Simplification $28.851 $24.389 $23.083 ($1.306)
lll. Medicaid & CHIP

Medicaid & CHIP Operations $44.809 $82.528 $99.668 $17.140
IV. Health Care Planning & Oversight

Part C&D IT Systems Investments $39.721 $44.423 $39.792 ($4.631)

Oversight & Management $59.652 $51.225 $56.000 $4.775

Federal Exchange $690.493 $500.000 $122.700 | ($377.300)

Other Exchange Sources (non-add) $1,385.221 $1,296.913 $1,027.500 | ($269.413)

Total Exchange Program Level (non-add) $2,075.714 $1,796.913 $1,150.200 ($646.713)
V. Health Care Quality

Health Care Improvement Initiatives $47.568 $34.376 $38.000 $3.624
VI. Outreach & Education

Beneficiary Outreach/NMEP $186.723 $291.555 $281.161 | ($10.394)

Provider Outreach $22.611 $20.767 $9.168 | ($11.599)

Consumer QOutreach $4.251 $3.627 $2.500 ($1.127)
VII. Information Technology

Systems and Support $359.149 $453.163 $397.409 | ($55.754)
TOTAL!" $2,816.393 | $2,805.640 | $2,402.089 | ($403.551)

[ Totals may not add, due to rounding.
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. MEDICARE - PARTS A AND B
Program Description and Accomplishments

Ongoing Operations

CMS processes beneficiary claims through Medicare Administrative Contractors (MACs). A
MAC is a private healthcare insurer that has been awarded a geographical jurisdiction to
process Medicare Part A and B medical claims or Durable Medical Equipment claims for
Original Medicare. In addition to processing Part A and Part B claims, MACs enroll
providers in the Medicare program, handle provider reimbursement services, process first-
level appeals, respond to provider inquiries, educate providers about the program, and
administer the participating physician/supplier program (PARDOC). These are the primary
contracts for managing Medicare and are mission critical for the success of CMS.

The following table displays claims volumes for the period FY 2016 to FY 2019.

FFS Claims Volume
(Claim Count in Millions)

FY 2016 FY 2017 FY 2018 FY 2019

Actual Actual Estimate | Estimate
Part A 252.9 2554 258.0 260.6
Part B 1,045.6 1,056.1 1,066.6 1,077.3
Total 1,298.5 1,311.5 1,324.6 1,337.9

Budget Request: $935.6 Million

The FY 2019 budget request for Ongoing Operations is $935.6 million, a decrease of

$6.5 million below the FY 2018 Annualized CR level. This request allows the MACs to
continue processing Medicare claims accurately, in a timely manner, and in accordance
with CMS’ program requirements. The funding accounts for a one percent increase in the
MAC workload and assumes that CMS will find contract efficiencies to maintain operations.
The Ongoing Operations funding request will also support various provider service
operations and first level redetermination initiatives to aid in lowering the appeal backlog.

In FY 2019, MACs are expected to:

e Process over 1.3 billion claims;
¢ Handle 2.5 million Medicare appeal redeterminations;
o Answer 34.4 million toll-free inquiries.

The MACs activities are described in more detail below.
Bills/Claims Payments — The MACs are responsible for processing and paying

approximately 1.3 billion Part A bills and Part B claims correctly and timely. The MACs
handle bills/claims from the wide range of healthcare providers, including hospitals, skilled
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nursing facilities, home health agencies, physicians, durable medical equipment suppliers,
clinical laboratories, and other providers and suppliers. Currently, almost all providers
submit their claims in electronic format. The MACs also utilize electronic funds transfer to
make the vast majority of Medicare benefit payments.

Provider Enroliment — CMS is responsible for both enrolling providers and suppliers into the
Medicare program and ensuring that they continue to meet the enroliment requirements for
their provider or supplier type. The enrollment process includes a number of verification
processes to ensure that Medicare is only paying qualified providers and suppliers.

Provider Reimbursement Services — Medicare Part A providers are required to file a cost
report on an annual basis. In addition to determining the payment amount for items paid on
cost, the cost report is used to finalize Prospective Payment System (PPS) add-on
payments such as graduate medical education, indirect medical education, disproportionate
share hospital, and bad debt payments. The MACs provider reimbursement areas perform
many other payment review activities, maintain claims information systems, and are
responsible for making determinations of status.

Medicare Appeals — The Medicare appeals process affords beneficiaries, providers, and
suppliers the opportunity to dispute an adverse contractor determination, including
coverage and payment decisions. The first level of appeal begins at the MAC with a
redetermination of the initial decision. MAC personnel not involved in the original
determination review the original claim and any new information, and determine if the
original determination should be changed, and handle any reprocessing activities. The
statute contemplates that MACs issue a decision within 60 calendar days of receipt of an
appeal request.

In FY 2017 and FY 2018, the MACs are expected to process 2.6 million and 2.4 million
redeterminations respectively. CMS estimates the MACs will process over 2.5 million
redeterminations in FY 2019 reflecting minimal growth in the number of redeterminations as
seen in prior fiscal years.

Medicare Appeals Initiatives — As part of the Department’s effort to improve the Medicare
appeals process and address the pending backlog of appeals at Administrative Law Judge
and Departmental Appeals Board levels, CMS continues to explore settlement initiatives to
resolve large groups of appeals. To effectively manage these initiatives, CMS will require
external support to administer the settlements and additional funding for its Medicare
Administrative Contractors for effectuation.

Participating Physician/Supplier Program (PARDOC) — This program helps reduce the
impact of rising health care costs on beneficiaries by increasing the number of enrolled
physicians and suppliers who “participate” in Medicare. Participating providers agree to
accept Medicare- allowed payments as payment in full for their services. The MACs
conduct an annual enrollment process and also monitor limiting charge compliance to
ensure that beneficiaries are not being charged more than Medicare allows.

Provider Inquiries and Toll-Free Service — CMS coordinates communication between

Medicare contractors and providers to ensure consistent responses. To accomplish this,
CMS requires the Medicare contractors to maintain a Provider Contact Center (PCC) that
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can respond to telephone and written (letters, e-mail, fax) inquiries. The primary goal of the
PCC is to deliver timely, accurate, accessible, and consistent information to providers in a
courteous and professional manner. These practices are designed to help providers
understand the Medicare program and, ultimately, bill for their services correctly.

Costs for the Provider Contact Center are primarily driven by the number of minutes of
telephone service, which are projected to remain flat through FY 2019. Other costs include
toll-free lines, support contracts, answering inquiries and customer service representatives.

In FY 2019, contractors are expected to respond to 34.4 million telephone inquiries and
600,000 written inquiries (which include rare walk-in inquiries) from 2 million FFS providers.
In an effort to drive efficiency, the contractors utilize Interactive Voice Response (IVR)
systems to automate approximately 64 percent of their telephone inquiries. Increased
utilization of the IVR frees up customer service representatives to handle the more complex
questions.

The following table displays provider toll-free line call volumes from FY 2016 through FY
2019 (estimated):

Provider Toll-Free Service Call Volume
(Call Volume in Millions)

FY 2016 FY 2017 FY 2018 FY 2019
Actual Actual Estimate | Estimate
Completed Calls 34.2 34.2 34.4 34.4

Provider Outreach and Education — The goal of Provider Outreach and Education is to
reduce the Medicare error rate by helping providers manage Medicare-related matters on a
daily basis and properly bill the Medicare program. The Medicare contractors are required
to educate providers and their staffs about the fundamentals of the program, policies and
procedures, new initiatives, and significant changes including any of the more than 500
change requests that CMS issues each year. They also identify potential issues through
analyses of provider inquiries, claim submission errors, medical review data,
Comprehensive Error Rate Testing data, and the Recovery Audit Program data.

Fee-for-Service Operations and System Support

This account serves as the primary operations support center for the management of
Medicare Parts A and B. These contracts support a myriad of critical functions centered on
improving Part A and Part B FFS information, education, service initiatives, coverage and
payment policies, health care quality, and general administrative and legislative actions.
Many of these activities promote accountability, communication, coordination and aid the
decision-making for programmatic and functional issues across the organization. These
activities help to ensure the effective management of CMS' programs.
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Budget Request: $77.4 Million

The FY 2019 budget request for FFS operations support is $77.4 million, a decrease of
$6.1 million below the FY 2018 Annualized CR level. The decrease reflects the annual cost
fluctuation of cyclical contract actions necessary to maintain ongoing operations.

This request funds several additional critical services supporting the Medicare FFS
program. These include:

e Contracting Reform: $17.9 million. Medicare contracting reform changed the face of
the traditional Medicare program by integrating Parts A and B FFS claims contracting
under a single contract authority, known as a MAC, using competitive acquisition
procedures under the Federal Acquisition Regulation (FAR). CMS must support the
transition, termination, and implementation costs associated with transitioning from
incumbent MACs to their successor MACs. In FY 2019 CMS has scheduled the re-
procurements of the A/B MAC Jurisdiction 8, Jurisdiction H, Jurisdiction 5, and
Jurisdiction 6 contracts.

e Printing and Postage: $12.7 million. This contract provides for the printing and postage
costs associated with direct billing of Medicare Part A, Part B and Part D Income-
Related Monthly Adjusted Amount premiums for beneficiaries who may not receive a
monthly Social Security Administration, Office of Personnel Management, or Railroad
Retirement Board benefit check from which the premiums are deducted and are not part
of a State Buy-in Agreement or Formal Group Payer Arrangement. This funds CMS’
ongoing FFS printing and postage needs.

e |IT Systems: $9.1 million. CMS hosts many systems to aid in managing contracts for
FFS, to automate the change management process, and other electronic data
interchanges. This budget request continues funding operations and maintenance for
Contractor Management Information System (CMIS), eChimp system, and Common
Electronic Interchange System (CEDI).

e Relative Value Units (RVU) Implementation: $5.0 million. This proposal targets CMS's
approach to valuing Relative Value Units in the Physician Fee Schedule. The Budget
includes $5 million in discretionary Program Management funding to initiate efforts to
develop independent assessments of service costs that would improve accuracy of
payments to physicians and other health care professionals.

e Bundled ESRD PPS: $3.9 million. CMS has developed the capacity to monitor claims
and assessment data to examine key aspects of our payment programs. This payment
monitoring capacity allows for program officials to analyze the effects of changes to the
payment system on beneficiary utilization, health outcomes, and care delivery. CMS
will continue to expand and update these claims surveillance programs as well as
develop a broader monitoring framework to address spending variation across the
Medicare program.

e Office of Minority Health Contract Support: $3.3 million. From Coverage to Care (C2C)
is a health literacy initiative designed to assist consumers with any type of insurance
(Medicare, Medicaid, Marketplace, private insurance) to understand their health
insurance and how to use it for primary care and preventive services. C2C depends on
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collaboration with community groups, consumers, and providers to focus on prevention,
regular primary care, and proper utilization of emergency care to encourage reduced
costs and better health outcomes. C2C empowers stakeholders by providing digital and
print resources and messages to enable a patient-centered approach for accessibility
and affordability.

Home Health PPS Refinement: $2.3 million. Section 5012 of the 21st Century CURES
Act introduces a new Medicare home infusion therapy benefit set to begin in 2021.
Medicare will make a single payment for professional and nursing services, training and
education, remote monitoring, and monitoring services for providing home infusion
therapy and drugs. This funding will provide for contractor support to analyze data of the
home infusion industry to evaluate the scope of the benefit and identify the best and
most efficient way to develop the regulation.

A-123 Internal Controls Assessment: $2.0 million. The OMB Circular A-123 requires
that CMS establish and maintain internal controls to achieve the objectives of effective
and efficient operations, reliable financial reporting, and compliance with applicable
laws and regulations. The OMB Circular A-123 requires the Administrator to submit a
statement of assurance on internal controls over financial reporting. Funding supports a
Certified Public Accountant firm to conduct a rigorous assessment of the CMS internal
controls over financial reporting. This assessment includes performing internal control
reviews (formerly SAS 70 audits) for Title XVIII Medicare contractors.

Medicare Cures Act Support: $1.8 million. The 21st Century Cures Act requires
expanded use of tele-health technology and home infusion therapy for our Medicare
beneficiaries. CMS requires support to oversee the national implementation of new
regulations promulgated under the Cures Act and contract support to aid in education
and training, technical assistance, and an evaluation of the findings.

Cost Contract Audits: $1.7 million. CMS has 179 contract awards with firms who have
cost reimbursable contracts requiring necessary steady state audit efforts to comply
with the FAR and Departmental Supplemental Regulations (HHSAR). The GAO and
HHS OIG have identified CMS’ lack of compliance with the FAR and HHSAR regarding
mandatory audits and proper internal controls. This activity supports the effort needed
to perform audits required by law during the contract acquisition life cycle to comply with
FAR and HHSAR.

Medicare Beneficiary Ombudsman: $1.7 million. The legislative mandate for the
creation of a Medicare Ombudsman (MMA Section 923) requires the Medicare
Beneficiary Ombudsman to provide assistance to Medicare beneficiaries with handling
their inquiries, complaints, grievances, and appeals, and to provide recommendations
for improvement in the administration of the Medicare program. The requested funding
is for existing contract support for a wide variety of activities, including development of
the Medicare Ombudsman annual report to the Secretary and to Congress.

Medicare Healthcare Effectiveness Data and Information Set (HEDIS) Quality of Care
Performance Measures: $1.4 million. This contract provides for the proper oversight
and management of Medicare Advantage organizations (MAOs) and Special Needs
Plans (SNPs) quality performance by developing and improving specific HEDIS
measures for MAOs and SNPs and reviewing and approving SNP Models of Care.
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CMS will work on developing and testing new quantifiable outcome measures that will
provide more specific information about Medicare Advantage plans’ (including SNPs)
ability to provide a high level of care coordination and its impact on enrollee health
outcomes. This activity is critical for CMS to be able to evaluate SNPs’ ability to
effectively coordinate care for older and/or disabled adults and to develop tangible SNP
models of care outcome measures.

e Actuarial Services: $1.2 million. This contract provides additional actuarial services,
including modeling, for the numerous requests that the Office of the Actuary is unable to
handle due to time constraints and staff shortages. This contract also assists CMS in
providing actuarial cost estimates for various demonstrations and other statutorily
required issues.

e Other Operational Costs: $13.4 million. This request supports activities involving
program monitoring, provider validation, satisfaction surveys, and many other FFS
administrative functions.

Claims Processing Systems

CMS’ claims processing systems process nearly 1.3 billion Part A and Part B claims each
yea, and are a major component of CMS overall information technology costs. The
claims processing systems receive, verify, and log claims and adjustments, perform
internal claims edits and claim validation edits, complete claims development and
adjudications, maintain pricing and user files, and generate reports. The request covers
ongoing systems maintenance and operations.

Budget Request: $75.8 Million

The FY 2019 budget request for claims processing systems is $75.8 million, the same as
the FY 2018 Annualized CR. Maintaining claims processing systems involves integration
and regression testing for claims adjudication, payments, and remittance advices that
support various system interfaces, which is essential in ensuring accurate payments.
Additionally, CMS must make software changes to the claims processing systems including
four quarterly releases that control, implement, and update software changes due to
legislative mandates that dictate the amount of payment for services or coverage levels.
These system changes aid in supporting the MAC functionality for the Original Medicare
Program.

The main systems include:

e Part A, Part B and DME Claims Processing Systems — The contractors currently use
standard systems for processing Part A, Part B, and DME claims. Historically, the
contractors used one of several different processing systems. CMS converted the
Medicare contractors to one of three selected standard systems. This has provided a
more controlled processing environment and reduced the costs of maintaining multiple
systems.

o Common Working File (CWF) — This system verifies beneficiary eligibility and conducts
prepayment review and approval of claims from a national perspective. The CWF is the
only place in the claims processing system where full individual beneficiary information
is housed.
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e Systems Integration Testing Program — CMS conducts systems testing of Medicare fee-
for-service claims processing systems in a fully-integrated, production-like approach
that includes data exchanges with all key systems. This program allows CMS to
monitor and control system testing, costs, standardization, communication, and
flexibility across systems.

e Fiscal Intermediary Shared System (FISS) — FISS is a critical component of the Original
Medicare program, processing millions of Medicare claims each year. This shared
system processes Medicare Part A claims, including outpatient claims submitted under
Part B. It interfaces directly with the CWF System for verification, validation, and
payment authorization. FISS must also implement changes needed to support the MAC
authority for the Original Medicare Program.

e Multi Carrier System (MCS) — MCS is the shared system used to process over 1 billion
Medicare Part B claims for physician care, durable medical equipment, and other
outpatient services nationwide. It interfaces directly with the CWF.

DME Competitive Bidding

Section 302(b)(1) of the MMA authorized the establishment of a new Durable Medical
Equipment, Prosthetics, Orthotics, and Supplies (DMEPOS) acquisition program which
replaces the current Medicare Part B fee schedule payment amounts for selected items in
certain areas with payment amounts based on competitive bidding. Under the MMA, the
DMEPOS Competitive Bidding Program was to be phased in so that competition under the
program would first occur in ten metropolitan statistical areas (MSAs) in 2007. MIPPA and
the Obamacare legislation subsequently amended and expanded the program to cover 100
MSAs. Obamacare also mandated that all areas of the country be subject to either
DMEPOS competitive bidding or payment rate adjustments using competitively bid rates by
2016. The program sets appropriate payment amounts for DMEPOS items while ensuring
continued access to quality items and services, which will result in reduced beneficiary out-
of-pocket expenses and savings to taxpayers and the Medicare program.

Budget Request: $52.1 Million

The FY 2019 budget request for DME competitive bidding is $52.1 million, an increase of
$41.1 million above the FY 2018 Annualized CR level. The increase supports performing a
consolidated re-compete for rounds 1 and 2 of the program into one round. CMS believes
this will lower our operational costs and administrative burden for the life of this program if
both rounds are consolidated.

e Competitive Bidding Implementation Contractor (CBIC): $49.0 million. The budget
request will fund operations and maintenance for the Round 2 Re-Compete MSAs.
Funding for FY 2019 will also cover the oversight and monitoring for the consolidated
Round 2019 and the preparation for a consolidated Round 2022. Round 2019 will
consolidate all rounds and areas included in the Medicare DMEPOS Competitive
Bidding Program into a single round of competition.

e DME Bidding Systems (DBidS): $3.1 million. This system collects bids from DMEPOS

for competitive bidding of equipment. The data collected by the DBidS application will
be used by the CBIC who will make recommendations to CMS on the selection of
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certain suppliers by DME product and Competitive Bidding Area. The funding request
supports ongoing operations and maintenance. Funding this system is necessary to
ensure beneficiaries maintain access to high quality equipment and supplies at a fair
price.

Il. OTHER MEDICARE OPERATIONAL COSTS

Program Description and Accomplishments

Accounting and Audits

The Healthcare Integrated General Ledger Accounting System (HIGLAS) is a single,
integrated dual-entry accounting system that standardizes and centralizes Federal financial
accounting functions for all of CMS’ programs. It reduced 50 separate accounting/payment
systems for Medicare and Medicaid into one system. The main objective of this effort was
to leverage the use of commercial off the shelf software in the Federal government to
increase automation, increase efficiency, and maximize economies of effort to centralize
management and save millions of taxpayer dollars that fund Medicare and Medicaid each
year, while at the same time eliminating redundant and inefficient/ineffective manual
processes. HIGLAS is a component of the Department of Health and Human Services
(HHS) Unified Financial Management System (UFMS), and CMS continues to closely
coordinate efforts with HHS to ensure HIGLAS core financial data integration with UFMS.
The unification of the financial systems is aimed at improving data consolidation and
financial reporting capabilities for all of HHS.

Budget Request: $100.7 Million

The FY 2019 budget request for HIGLAS and the CFO audit is $100.7 million, the same as
the FY 2018 Annualized CR. In FY 2019, CMS will support the production and application
maintenance of HIGLAS. There is no request for funding in FY 2019 for additional
development, modernization, or enhancements to HIGLAS. During FY 2019 CMS will
transition the DME MACs to HIGLAS, which culminates a 2 year initiative.

e HIGLAS: $90.8 million. This request supports operations and maintenance costs for
HIGLAS.

HIGLAS implementation strengthened the Federal government’s fiscal management
and program operations of the Medicare program. HIGLAS was a critical success
factor in CMS and HHS achieving compliance with the Federal Financial Management
Improvement Act (FFMIA) of 1996. In addition, HIGLAS contributes towards HHS’
ability to retain a “clean” audit opinion as required by the Chief Financial Officer's (CFO)
Act.

HIGLAS is a critical application enabling CMS to manage its business operations. All of
CMS’ core program dollars are accounted for in HIGLAS. It is the largest Oracle
Federal Financials System based on the 4.5 million daily average number of payments
equating to over $1.4 trillion in gross outlays in FY 2017. HIGLAS continues to enhance
CMS’ oversight of all financial operations, in order to achieve accurate, reliable, and
timely financial accounting and reporting for all of CMS’ programs and activities.
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The HIGLAS effort has improved significantly the ability of CMS/HHS to perform
Medicare accounting transactions. Some of these improvements include reduced costs
due to elimination of redundant individual Medicare financial record systems,
improvements in automated Medicare debt collection/referral activities, creation of audit
trails for every Medicare transaction/payment/claim in HIGLAS, improved Medicare
financial audit ability, and improved capability for CMS to more systematically and
efficiently recover identified Medicare overpayments. Moreover, CMS now has better
internal financial controls across Medicare contractor operations. Maintaining a state-
of-the-art financial system like HIGLAS has a significant and positive impact on the
amount of additional interest earned (saved) in the Medicare Trust Funds. Internal
CMS analysis has shown that Medicare contractors transitioned to HIGLAS are
collecting monies quicker than in a pre-HIGLAS environment. This is a direct result of
efficiencies gained in the process of offsetting or “netting” receivables that are owed by
Medicare providers to the government. In addition, HIGLAS supports the Federal
Payment Levy Program (FPLP) operated by Treasury by offsetting payments. Through
December 29, 2017 CMS has recouped $555.37 million in Federal Tax debts and
$250.34 million in Non-Tax debts from Medicare Provider Payments under the FPLP.

e CFO/Financial Statement Audits: $9.9 million. This funding is necessary to pay for the
statutorily required CFO audit which ensures CMS financial statements are reasonable,
internal controls are adequate, and CMS complies with laws and regulations. The cost
of the audit is funded through an interagency agreement between CMS and HHS and is
based upon the General Services Administration rate schedules and federal audit
requirements.

CMS is required under OMB Bulletin A-136 to prepare annual and quarterly financial
statements. The yearly CMS financial statements must be audited annually in
accordance with the Government Management Reform Act of 1994 and OMB Bulletin
No. 07-04. CMS’ goal is to maintain an unmodified audit opinion, which indicates that
our financial statements present fairly in all material respects, the financial position, net
costs, social insurance, changes in net position, budgetary resources, and financing of
CMS.

Qualified Independent Contractor Appeals (QIC)

Section 521 of the Benefits Improvement and Protection Act of 2000 (BIPA) requires CMS
to contract with Qualified independent contractors (QICs) to adjudicate second level
appeals resulting from an adverse redetermination of a claim by a MAC during the first
level of appeal. BIPA contemplates that QICs process Medicare Parts A and B claim
appeals within 60 calendar days of receipt. If a QIC is unable to complete the appeal within
the 60 day timeframe, then it must notify the appellant that it cannot timely complete the
appeal and offer the appellant an opportunity to escalate the appeal to an Administrative
Law Judge at the Office of Medicare Hearings and Appeals (OMHA). This program
ensures that Medicare beneficiaries’ providers have the opportunity to continue seeking
payment for services in the event of an initial adverse claim determination and is essential
to maintain provider participation in Medicare.
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Budget Request: $91.0 Million

The FY 2019 budget request for QIC appeals (BIPA section 521) is $91.0 million, an
increase of $4.5 million above the FY 2018 Annualized CR level. The increase funds a
minimal growth in workloads and maintains steady state operations.

e QIC Operations: $84.8 million. This request includes annual operational costs and
activities to advance the Departmental priority of continuing to timely adjudicate
Medicare appeals at the second level in the appeals process.

The table below includes a breakout of the reconsiderations workload for FYs 2016 —
2019 (estimated). The FY 2018 and 2019 projections were formulated based upon a
review and extrapolation of early FY 2018 data with consideration to the projected
Medicare beneficiary growth rates in the out years. As in previous years, CMS will
continue to review and analyze workload trends and adjust as necessary.

QIC Appeals Workload
(Volume in Appeals)
FY 2016 FY 2017 FY 2018 FY 2019
Actual Actual Estimate | Estimate
QIC Appeals 511,996 424,615 384,884 392,986
% Increase from Previous Year -- (20.5%) (10.3%) 2.0%

In furtherance of the Departmental priority to improve the Medicare appeals process
and address the pending backlog of appeals at Levels 3 and 4, CMS initiated
several administrative actions that may have contributed to the decrease in claims
following several years of substantial growth. These initiatives include, but are not
limited to, the following:

QIC Discussion Demonstration: In January 2016, CMS launched a demonstration with
durable medical equipment suppliers that allows the suppliers the opportunity to discuss
their denied claim with the QIC. In addition to the discussion, the appellant has the
opportunity to submit additional documentation to support their claim and receive
feedback and education on CMS policies and requirements. This discussion allows the
QIC to address claims currently pending at OMHA that based on the discussion can
now be potentially reopened and favorably paid to the appellant.

Settlement Facilitation Conferences: OMHA staff who have been trained in mediation
techniques are facilitating settlement conferences between CMS and appellants. These
conferences bring appellants and CMS together to discuss administratively settling
pending appeals at Levels 3 and 4. Beginning in April 2018, OMHA will be expanding
the current Settlement Conference Facilitation program to reach additional appellants.
Appellants not eligible for the Low Volume Appeals Settlement can be eligible to
participate in this alternative dispute resolution process for their pending appeals.
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e Hospital Appeals Settlements: CMS offered hospitals an option to administratively
resolve appeals of certain inpatient hospital claim denials. This administrative
settlement provided an opportunity for HHS to reduce the pending appeals by resolving
a large number of homogenous claims for a pre-determined percentage of the claim in
dispute.

o Low Volume Appeal Initiative: Appellants with fewer than 500 appeals pending at
OMHA and the Medicare Appeals Council at the Departmental Appeals Board,
combined, as of November 3, 2017 are eligible to settle the portion of their pending
appeals that have total billed amounts of $9,000 or less per appeal in exchange for
timely partial payment of 62% of the net Medicare approved amount. This settlement
opportunity is available as of February 5, 2018.

The following chart details the percentage of appeals completed timely by type from
FY 2014 through FY 2018 to date:

FY Reconsiderations
(2" Level of Appeal)

Part A Part B
2014 92.44% 99.89%
2015 97.89% 98.46%
2016 96.73% 99.72%
2017 92.74% 99.68%
2018 99.71% 99.61%

e Medicare Appeals System (MAS): $6.2 million. An important part of the BIPA reforms
was the creation of the Medicare Appeals System (MAS). MAS' goal is to support the
appeals process for the FFS, Medicare Advantage, and Prescription Drug Programs.
MAS is a system that tracks and records Medicare appeals through multiple levels of
the appeal process. The system leverages processes and consolidates data to allow
users across appeal levels to realize benefits of reusable, centralized data. The
system supports standard processing of appeals and availability of data to other
appeal levels while allowing stakeholders and user groups to shape procedures at their
desired level. CMS maintains the system and implements all necessary system
changes.

HIPAA Administrative Simplification

The Administrative Simplification provisions of the Health Insurance Portability and
Accountability Act of 1996 (HIPAA, Title 1) required the Secretary of HHS to establish
national standards for electronic health care transactions and national identifiers for
providers, health plans, and employers. It also addressed the security and privacy of health
data. As the industry adopts these standards for the efficiency and effectiveness of the
nation's health care system, it will improve the use of electronic data interchange which
serves as one of CMS’ long standing goals for the nation’s healthcare.
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Budget Request: $23.1 Million

The FY 2019 budget request for HIPAA Administrative Simplification is $23.1 million, a
decrease of $1.3 million below the FY 2018 Annualized CR Level. Funding is requested for
the following activities:

HIPAA Claims-Based Transactions and Electronic Data Interchange (EDI):

$10.4 million. The Medicare program responds to electronic requests for eligibility
information from providers and health care institutions using the adopted standard.
CMS built the Health Eligibility Transaction System which provides eligibility information
to FFS providers to assist them with properly billing for the services they provide to
Medicare beneficiaries and in the processing of Medicare claims. CMS provides
institutions and other health care providers with beneficiary eligibility information. This
systems application is considered mission critical as it provides eligibility information on
a real-time basis as well as assists in determining how Medicare should be billed for the
services rendered. The request will support the maintenance and operation of this
eligibility system as well as allow CMS to be in compliance with the HIPAA EDI
standard.

NPI & NPPES: $7.2 million. HIPAA requires the assignment of a unique National
Provider Identifier (NPI) to all covered health care providers and non-covered health
care providers who apply and are eligible for NPIs. This project covers the operational
support for issuing NPIs, a national customer service call center to assist providers in
obtaining their NPI, and operational costs for the National Plan and Provider
Enumeration System (NPPES) system. CMS built NPPES to assign NPIs and process
NP1 applications. Providers are required to keep their NPPES data current by
submitting timely updates. Approximately 12.6 percent of the covered health care
providers need to furnish updates annually. Non-covered health care providers also
furnish updates to their NPl data. As such, the process of assigning NPIs and
furnishing updates to the NPI data continues indefinitely. Currently, over 4.3 million
NPIs have been assigned and over 4.9 million changes have been applied to the
NPPES records of enumerated providers.

HIPAA Administrative Simplification Enumeration and Audit of Health

Plans: $3.2 million. CMS is responsible for driving the enumeration of Health Plans as
required by HIPAA. CMS estimates that as many as 130,000 health plans may need to
be enumerated. CMS is responsible for ensuring that Medicare and Medicaid, other
federal payers, as well as commercial payers are progressing towards compliance for
Health Plan Identifier (HPID) enumeration.

Funding is required to support the HPID analysis, national enumeration system,
enumeration process, and technical guidance to industry on the enumeration policy and
implementation. Contractor support is needed to assist health plans with the
enumeration process, responding to questions, inquiries, complaints or requests for
assistance or record maintenance. As new standards are adopted by the Secretary and
health plans make needed changes to their enumeration based upon purchase and sale
of health plan components, acquisitions, and mergers, health plans will need continued
support with enumeration.
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e HIPAA Enforcement: $2.3 million. CMS manages the administrative simplification
enforcement and certification provisions of HIPAA. The CMS enforcement contractor
provides complex, analytical, and technical support for HIPAA administrative
simplification enforcement and certification. The contractor’s support includes the
complete suite of case management services for complaints, managing the certification
of compliance process, and monitors compliance with corrective action plans and
enforces required timelines. The contractor also maintains and prepares statistical
reports and analyses, and periodically performs process upgrades and system
enhancements. The contractor is also charged with tracking and monitoring complaint
submissions, and providing technical assistance in analyzing complex complaints,
HIPAA transactions, and potential violations.

lll. MEDICAID AND CHIP
Program Description and Accomplishments

Medicaid and CHIP Operations

CMS serves as the operational and policy center for the formulation, coordination and
evaluation of all national program policies and operations relating to Medicaid, and CHIP.
Medicaid is the means-tested health care program for low-income Americans, administered
by CMS in partnership with the States. Enacted in 1965 as Title XIX of the Social Security
Act, Medicaid was originally enacted to provide medical assistance to recipients of cash
assistance. At the time, cash assistance was provided to low-income families and children
through the Aid to Families with Dependent Children program, while the Supplemental
Security Income program provided cash assistance to low-income aged, blind and disabled
individuals. Over the years, Congress incrementally expanded Medicaid well beyond these
original traditional populations. Today, Medicaid is the primary source of health care for a
larger population of low-income adults and families, pregnant women, people of all ages
with disabilities, and people who require long-term care services. Medicaid and CHIP
enroliment is expected to be more than 80 million in FY 2019 with more than 1in 5
Americans enrolled in Medicaid or CHIP.

Budget Request: $99.7 Million

The FY 2019 budget request for Medicaid and CHIP operations is $99.7 million, an
increase of $17.1 million above the FY 2018 Annualized CR level. Funding in this section
includes support for administrative activities necessary to effectively operate and improve
oversight of Medicaid and CHIP. The funding increase will allow CMS to reinvent Medicaid
operations through improving data systems, and continuing support for the Medicaid and
CHIP (MAC) scorecard that will increase transparency and accountability to allow states to
better serve the interests of their citizens.

e Medicaid and CHIP Business Information Solution (MACBIS): $40.8 million. MACBIS
is a CMS enterprise-wide initiative to improve the data infrastructure and information
technologies that support Medicaid and CHIP. CMS is working with states to improve
Medicaid and CHIP data and data analytic capacity through MACBIS. Because
MACBIS upgrades are needed for a variety of Medicaid programs, the costs of MACBIS
are borne by a variety of accounts in addition to Program Operations. With the
contributions from those other accounts, this request fully funds ongoing operations and
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maintenance of the Transformed Medicaid Statistical Information System (TMSIS),
building out of public use files and release of TMSIS data to states and other
stakeholders, completion of the Medicaid drug rebate system build, as well as rollout of
additional authorities in the Medicaid and CHIP Program (MACPRO) system.

MAC Scorecard Initiative: $31.9 million. FY 2019 will be the first year of full-scale
rollout and operations of a searchable, web-based reporting platform on Medicaid
health outcomes, quality of care, access and federal and state administrative
performance/efficiency. The request will support all data collection and systems
operations needed to support the Initiative. Additionally, FY 2019 funding will support
continued business process redesign at CMS to support a new accountability
framework for Medicaid. The following activities are core components to this effort:

0 Project Management: This initiative will continue to support state demonstration
development. In addition to working with states to develop demonstrations, CMS
also supports the implementation and monitoring of Medicaid Section 1115
demonstrations that account for approximately $100 billion annually in federal
spending. CMS will award a contract to provide evaluation and technical support
that will provide new perspective into how demonstrations operate and what process
improvements can be implemented. More importantly, CMS will use the project to
implement recommended process improvements.

0 Business Re-engineering: This project will fund re-engineering efforts across CMS
as part of a new initiative to improve state and federal accountability across the
entire Medicaid portfolio. This project will include business process redesign efforts,
development of new policies and procedures, tools, aids to support state transition,
learning collaboration and project management.

0 Quality Measurement: CMS must determine and develop Quality Measures needed
for the State Scorecard. Contractor support will provide data quality assurance to
states.

State Demonstration Evaluations: $7.3 million. Contractor support is required to
provide an evaluation of the impacts of the Section 1115 demonstration waivers. This
includes a survey of beneficiary experience with these specific waivers. The contractor
will review federal national survey data and state claims and encounter data to
compare, among other things, beneficiary participation, continuity of coverage, access
to care, and health outcomes.

Section 1115 Demonstration Management, Transitioning, and Waiver Transparency:
$6.2 million. Section 1115 of the Social Security Act provides broad authority to CMS
and states under Medicaid and CHIP to design, implement and test new approaches to
coverage, payment and service delivery, with the intention of improving whether and
how low-income people receive health care, the quality and outcomes of that care, and
its cost to the federal government and to states. Currently 38 States operate at least
one demonstration under 1115 waivers, and a growing number of states operate most
or their entire Medicaid program under section 1115 authority. Funding will aid in
conducting front-end assessments of 1115 demonstration designs as well as in
oversight and management of post-approval state deliverables.
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Survey of Retail Prices: $4.6 million. The Survey of Retail Prices initiative involves a
pharmacy survey to aid states in efficiently reimbursing pharmacies for prescription
drugs. The purpose of this project is to perform a monthly nationwide survey of retail
community pharmacy invoice drug prices and to provide states with on-going pricing
files. The resulting prices derived from this survey have been developed into the
National Average Drug Acquisition Cost (NADAC). The NADAC files are posted on
Medicaid.gov and are updated weekly. These files provide state Medicaid agencies
with an array of covered outpatient drug prices concerning acquisition costs for covered
outpatient drugs. The state agencies have begun to implement the NADAC as their
approved State Plan reimbursement methodology. CMS requests ongoing operations
funding for this fixed price contract, which collects pharmacy acquisition costs.

The National Home and Community-Based Services (HCBS) Quality Enterprise:

$3.0 million. The Home and Community-Based (HCB) Settings Project assists CMS in
reviewing and monitoring Statewide Transition Plans (Plans) designed to bring states
into compliance with the HCB settings requirements, to ensure HCB settings are
integrated, and individuals receiving Medicaid HCBS have equal access to community
support. The HCB Settings Project will assist CMS in the development of necessary
tools, protocols and guidance materials to ensure consistent national implementation of
new requirements. The Administration has given states additional time to come into
compliance with the 2014 HCBS final rule; states must now be in compliance by March
2022.

Managed Care Review and Oversight: $2.0 million. Managed care is the dominant
delivery system for Medicaid benefits. As of 2015, over $200 billion dollars were spent
annually on Medicaid managed care. Currently, there are 48 states and the District of
Columbia operating over 170 programs covering roughly 62 million individuals. CMS
implemented this project to increase our oversight and technical assistance to states to
address the needs created by the growth of managed care and GAO concerns. Under
this project, CMS created guidance for Managed Long Term Services and Supports
(MLTSS) and encounter data. CMS also produced the 2013 - 2016 Medicaid Managed
Care Enrollment Report which provides managed care enrollment information. Each of
these deliverables has contributed much needed assistance to states as they work on
improving beneficiary health outcomes and generating managed care related savings.

Learning Collaborative: $1.6 million. These are forums for facilitating consultation
between CMS and States with the goal of designing the programs, tools and systems
needed to ensure that high-performing state health insurance programs are in place
and are equipped to handle the fundamental changes brought about by legislation. The
learning collaborative process enables participants to identify gaps in knowledge and
technical skills, engage existing subject matter authorities to help address the
challenges associated with implementing program changes, and create a supportive
environment that encourages the adoption of promising practices and problem-solving
strategies. The Learning Collaborative approach is envisioned as a way to build states’
confidence and support efforts to test, evaluate and implement ideas that will help
states and federal agencies make progress toward the goals of the health care system.

Medicaid Cures Act Support: $1.6 million. Section 12006(a) of the 21st Century Cures

Act requires an ongoing electronic visit verification system (EVS) to monitor states, and
an ongoing, graduated, Federal Medical Assistance Percentage (FMAP) reduction for
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states that are not fully compliant. Section 12006(b) requires the collection and
dissemination of best practices to state Medicaid directors. EVS tasks include
surveying states, tracking/analyzing EVS findings, and conducting training for CMS and
States related to EVS in order to share promising practices and promote compliance
with guidance/policy for the January 2018 dissemination of promising practices.

e Other Medicaid, CHIP, and Basic Health Program Activities: $0.7 million. CMS has a
variety of operational contracts supporting Medicaid and CHIP. These activities include
support for CHIPRA grants, Medicaid Access regulation support, and evaluations and
technical assistance for Medicaid related programs.

IV. HEALTH CARE PLANNING AND OVERSIGHT

Program Description and Accomplishments

CMS administers and oversees private health plans

including Medicare Advantage (MA) (Part C) and Medicare .
prescription drug benefit (Part D) programs as well as private D '
insurance market reform and oversight activities.

A

PPROVED
The following material describes the systems, management,
and review activities needed to run these programs.

Part C and D Information Technology (IT) Systems Investments

CMS maintains several major systems needed to run the Parts C and D programs. These
systems include:

e Medicare Advantage Prescription Drug Payment System (MARX) — This system
supports the Medicare Modernization Act (MMA) Title | and Title Il requirements for
beneficiary enroliment and calculation of payments. The MARX also supports the
Premium Withhold System.

¢ Medicare Beneficiary Database Suite of Services (MBDSS) — This project contains
beneficiary demographic and entitlement information. The MBDSS stores Low-Income
Subsidy (LIS) beneficiary status. It also derives Part D eligibility periods, processes
state files for the State Phase Down Billing System and deeming process, deems
beneficiaries eligible for LIS, and assigns LIS beneficiaries to a Part D drug plan.

e Drug Data Processing System (DDPS) — This system collects the prescription drug
event (PDE) data for each Medicare Part D claim and is used to generate invoices to
prescription drug manufacturers for the coverage gap discount program (CGDP).

¢ Payment Reconciliation System (PRS) — This system takes prospective payment data
from MARX, the PDEs from DDPS, and direct and indirect remuneration (DIR) reports
from the Health Plan Management System (HPMS) to calculate final reconciliation
payments for Part D sponsors.

40



¢ Integrated Data Repository (IDR) — The IDR stores data from multiple CMS systems
and programs for analytic and operational purposes.

o Retiree Drug Subsidy System — This system collects sponsor applications, drug cost
data, and retiree data, and processes this information in order to pay retiree drug
subsidies to plan sponsors. This system supports drug plan sponsors' participation in
the Retiree Drug System program through data center hosting, hardware/software
maintenance, system technical support, data/database administration, and system
security testing.

e Risk Adjustment System — This system uses demographic and diagnostic data to
produce risk adjustment factors to support payments to Medicare Advantage and Part D
plans.

Budget Request: $39.8 Million

The FY 2019 budget request for Parts C and D IT Systems Investments is $39.8 million, a
decrease of $4.6 million below the FY 2018 Annualized CR level. This request supports
ongoing systems maintenance and operations. The request validates Parts C and D IT
systems services contracts, which supports the daily business activities, business
deliveries, and ongoing operational enhancements for a variety of systems. These
activities include data center hosting, hardware/software maintenance, system technical
support, database administration, and system security testing.

Oversight and Management of Health Plans

CMS oversees the private health insurance companies that offer health care coverage
through our private plans. Oversight and management activities needed to run the Part C,
Part D, and private insurance programs include obtaining actuarial estimates, reviewing
bids from the prescription drug and Medicare Advantage plans, approving new plan
applicants for the new contract year, reviewing formularies and benefits, monitoring current
plan performance, reconciling prior year plan payments, and expanding and supporting Part
D enrollment of low-income beneficiaries. Many of the Parts C and D and private insurance
oversight and management activities require contractor support. These activities are vital to
ensuring that beneficiaries are receiving the health care services that they expect from our
programs.

Budget Request: $56.0 Million

The FY 2019 budget request for Oversight and Management is $56.0 million, an increase of
$4.8 million above the FY 2018 Annualized CR level.

e Medicare Parts C and D: $48.3 million. This funding supports audits, actuarial reviews,
estimates of Medicare Advantage and Prescription Drug Plans, the Retiree Drug
Subsidy Program, and the on-going Medicare Part C and Part D reconsideration
contracts. This also funds ongoing initiatives such as closing the Medicare Part D
coverage gap, reforming Medicare Advantage plan payments, and making
improvements to Part D plan operations.

Oversight and management also includes Part C and Part D appeal reviews. CMS
contracts with an independent reviewer to conduct reconsiderations of adverse
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Medicare Advantage plan determinations, late enroliment penalties (LEP), and
coverage denials made by Medicare Advantage and Part D plans. This review stage
represents the second level of appeal for the beneficiaries in these plans. All second
level reviews are done by the Qualified Independent Contractors (QICs).

The Parts C and D appeals workload history and projection is presented below:

QIC Appeals Workload for Parts C/D
(Volume in Appeals)

FY 2016 FY 2017 FY 2018 FY 2019

Actual Actual Estimate | Estimate
Part C Appeals 55,048 63,486 66,000 69,300
Part D Benefit Appeals 34,387 41,616 42,000 43,000
Part D LEP appeals 45,989 41,303 43,000 45,000

e Insurance Market Reforms: $4.5 million. CMS on behalf of HHS is required to enforce
market wide protections under Obamacare. To ensure compliance, CMS collects and
reviews plan documents from health insurance issuers and conducts investigations and
market conduct examinations of non-federal government plans based on complaints
received.

Funds will be used to continue compliance with market wide requirements, to assist with
research to investigate complaints, and to perform market conduct examinations.

e Medical Loss Ratio (MLR): $3.2 million. Section 2718 of Obamacare requires an issuer
to report annually how it used its premium revenue for the prior calendar year to ensure
that consumers will receive value by using their premium dollars on medical care,
quality improvement activities, or to pay a rebate to policyholders. This data analysis
ensures consumers receive the rebates to which they are entitled if their health
insurance issuer fails to meet the 80% (in the individual and small group market) or 85%
(in the large group market) MLR standard. CMS is responsible for directly enforcing the
regulations with respect to MLR for all issuers in the private health insurance market.
The funding will be used to continue contractor support to conduct MLR examinations.

42



Federal Exchanges

The Federal Exchanges allow individuals to compare health plan options, see if financial
assistance with premiums and cost-sharing is available, and purchase coverage. The

FY 2019 Budget assumes passage of legislation to repeal and replace Obamacare, which
would phase down the Federal Exchanges as the new Market-Based Health Care grants
become available in plan year 2020.

States currently have the option to operate a State-Based Exchange (SBE) or elect to use
the Federally-facilitated Exchange (FFE). SBEs can partner with CMS to use portions of
the federal platform, such as enroliment, and are referred to as State-Based Exchanges on
the federal platform (SBE-FP).

CMS will continue to conduct the following core responsibilities on behalf of all individual
market Exchanges:

o Verify consumers’ eligibility data for financial assistance through the Exchange or
other health insurance programs, including Medicaid and CHIP;

o Ensure proper payment of financial assistance in the form of advanced payment of
the premium tax credit (APTC) and cost-sharing reduction to issuers where a
consumer is determined eligible;

e Operate a quality rating system for display on Exchange websites; and

e Conduct certification and oversight of SBEs.

If a state elects to use the FFE, CMS oversees these additional functions:

e Certifying qualified health plans (QHPs) and stand-alone dental plans (SADPs) after
reviewing health plan benefits and rates;

¢ Providing consumers the ability to apply for coverage, conducting enroliment
reconciliation with issuers, conducting appeals, and assisting with APTC
reconciliation; and

e Educating consumers about the Exchange including the open enrollment period
(OEP), coverage options, and providing assistance to consumers.

Beginning in January 2018, CMS will no longer facilitate enroliment in the Federally-
facilitated Small Business Health Options Program (FF-SHOP). Small employers will
continue to use FF-SHOP to obtain eligibility determinations, but will enroll directly through
participating issuers or work with a SHOP-registered agent or broker to complete the
enrolliment process. CMS will continue to support policyholders who purchased plans in
2017 through the end of their plan year. States will continue to have the option of operating
a State-Based SHOP Exchange. CMS will continue to conduct oversight and provide
technical assistance and analytic support to states.

In FY 2019, CMS proposes to further empower stakeholders by providing greater flexibility
and recognizing the traditional regulatory role of States. States will be able to assume more
control of their markets and expand enrollment options to include private partners to
promote innovation and provide a better consumer experience. This includes a proposal to
repeal and replace Obamacare, which would phase down Federal Exchange operations in
plan year 2020.
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Budget Request: $1,150.2 million of which $135.2 million is funded through
discretionary appropriations

The FY 2019 Budget request for Federal Exchange activities is $1,150.2 million at the
program level, of which $135.2 million is discretionary appropriations, including

$122.7 million within Program Operations and $12.5 million within Federal Administration,
along with $1,000.0 million in anticipated user fee collections, and $15.0 million in other
resources.

Health Plan Bid Review, Management, and Oversight: $10.0 million, of which none is
funded through discretionary appropriations. CMS oversees the annual certification
process for QHPs and SADPs offered on the individual and small group markets. CMS
supports the process by developing operational guidance, creating tools, and providing
technical assistance to issuers on certification requirements. CMS certifies agents and
brokers to participate in the Federal Exchange.

The Budget assumes that in FY 2019 CMS will reduce issuer oversight efforts and wind
down Federal Exchanges for plan year 2020 as states transition to their new Market-
based health care grants.

Payment and Financial Management: $40.8 million, of which $27.8 million is funded
through discretionary appropriations. States and issuers supply a range of enroliment,
premium, and claims data for calculating financial payments across multiple Exchange
activities using the Health Insurance Oversight System (HIOS). Exchange-related
payments leverage the HIGLAS and financial management processes such as reporting
and debt management.

Each month, CMS receives enroliment information from the issuers or Exchanges,
calculates the amount of aggregate APTC owed to issuers, and distributes payments.
APTC is reconciled by the IRS when the consumer files a tax return.

The Risk Adjustment Program balances the risk pool of compliant plans in the individual
and small group markets by transferring premium revenue from plans with below-
average actuarial risk to plans with above-average actuarial risk. CMS accesses
issuers’ dedicated data environments to check program integrity and perform
calculations for program implementation. The risk adjustment data validation (RADV)
program conducts reviews and audits of data that was used to calculate risk adjustment
transfers.

In FY 2019, CMS will continue to administer financial assistance payments on behalf of
all States and operate the risk adjustment program. CMS is working to strengthen
financial oversight through increased external audits of issuers including claims based
reviews. Funding supports strengthening the RADV program through a stronger audit
process by incorporating a second audit to ensure that prior reviews were correctly
done.

Eligibility and Enroliment: $233.8 million, of which $36.3 million is funded through
discretionary appropriations. This activity allows consumers to submit applications for
coverage during the open enrollment period or special enrollment periods (SEPs).
Electronic applications are processed through HealthCare.gov where eligibility for
financial assistance, Medicaid, and CHIP are verified through the Data Services Hub.
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When consumer-provided information does not match electronic data sources, data
match inconsistencies will be generated. CMS reviews consumer-submitted supporting
documentation to resolve the issue. Consumers have the opportunity to appeal
determinations for financial assistance, and SEP eligibility. Appeal activities include
processing incoming documents, reviewing appeal requests and supporting
documentation, requesting information and documents from appellants, and general
case management.

CMS works with issuers to reconcile enrollment, resolving discrepancies identified
through analytics or by issuers themselves. This process ensures only consumers who
pay their monthly premium remain enrolled in coverage and that issuers receive the
appropriate amount of financial assistance payments.

The Budget assumes that CMS will continue to operate these activities for the plan year
2019 and will support States and FFE enrollees as they transition to other forms of
coverage and Market-Based Health care grants for plan year 2020. CMS will continue
to operate eligibility verification services for all States and conduct State-delegated and
original jurisdiction appeals.

Consumer Information and Outreach: $341.2 million, of which none is funded through
discretionary appropriations. CMS ensures consumers are fully supported not only
during open enroliment, but throughout the plan year using mail, phone, and the
website.

The consumer call center is the primary means for consumers to ask questions, get
help with online tools, complete an application, and get help with tax form questions, life
event changes and inconsistencies. The call center offers support in over 200
languages and is open 24 hours a day, 7 days a week. A specialized center provides
complex call resolutions and is staffed by experts in resolving multiple issues.

Through the Government Printing Office, CMS prints and mails pertinent consumer
notices including application status, data matching issues, and appeals.

CMS provides educational publications on a wide variety of topics. Year-round on the
ground community-based support is available through Navigators that supply impartial
information to consumers on eligibility applications and selecting a plan.

The Budget assumes that in FY 2019, CMS will support FFE enrollees as they transition
to other forms of coverage for plan year 2020.

Information Technology (IT): $457.9 million of which $44.5 million is funded through
discretionary appropriations. The IT environment is built on a virtual data center and
cloud-based approach that supports consumer facing websites, issuer facing electronic
data exchanges, and back end systems. The IT infrastructure is designed to support
peak volumes ensuring a smooth user experience. New technical architecture and
software code is integrated into existing production environments using a
comprehensive end—to-end testing methodology that ensures existing performance
levels are maintained or improved. CMS administers a comprehensive IT security
program that is designed to prevent and detect intrusions into the environments. The
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Exchanges also leverage existing CMS Enterprise Shared Services. Major applications
that support Exchanges include:

o Data Services Hub — Provides a query-based verification service for information
supplied by the consumer during the application process with Federal entities and
private data sources. Verified data includes citizenship or immigration status,
income, household size, and eligibility for Medicare, veterans’, or federal employee
benefits.

0 Health Insurance Oversight System (HIOS) — Serves as the primary data collection
system for issuer oversight and plan information. The system collects issuer data
on claims for risk adjustment, rate review justifications, and medical loss ratio
reporting for oversight activities.

0 Federal Health Care Exchanges (HIX) — Provides the back end functionality of the
Federal Exchanges including plan management, eligibility, and enrollment.

0 HealthCare.gov Web Portal — Is the consumer facing online resource that allows
consumers to search and compare health insurance plans, enroll in coverage,
receive financial assistance determinations, upload documents, and submit appeals.

Exchange Quality: $4.0 million funded through discretionary appropriations. CMS uses
a star rating system based on clinical quality measures and an enrollee satisfaction
survey to give consumers easy to compare quality metrics on QHPs.

Small Business Health Option Program (SHOP): $2.4 million, of which none is funded
through discretionary appropriations. SHOPs provide small businesses, defined as
those with fewer than 50 employees, the option of providing health insurance to their
employees through a simplified shopping and payment experience. Employers with
fewer than 25 full-time equivalent employees may be eligible for small business tax
credits when purchasing coverage through SHOP.

In FY 2019, as CMS ends support for existing Federally-facilitated SHOP participants,
but will continue to conduct oversight and provide technical assistance and analytic
support to states.

Other Activities: $10.2 million funded through discretionary appropriations. CMS will
continue implementing an improper payment risk assessment for APTC and Basic
Health Program payment accuracy in accordance with existing statutes. In FY 2019,
CMS will also focus on oversight of State operations.

Administration: $50.0 million, of which $12.5 million is funded through discretionary

appropriations. This funding supports administrative activities for the Federal
Exchange.
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V. HEALTH CARE QUALITY
Program Description and Accomplishments

Health Care Quality Improvement Initiatives

CMS is committed to improving the quality and value of health care provided to
beneficiaries and consumers through health care quality initiatives, such as the Medicare
Shared Savings Program. Value-based programs such as this one not only help our
beneficiaries receive high quality of care, but also create a more efficient and better
healthcare service experience.

Budget Request: $38.0 Million

The FY 2019 budget request for health care quality improvements is $38.0 million, an
increase of $3.6 million above the FY 2018 Annualized CR level. The increase in funding
will be used to re-compete contracts supporting the Medicare Shared Savings Program.

e Medicare Shared Savings Program: $27.4 million. The Medicare Shared Savings
Program was implemented in January 2012 to help doctors, hospitals, and other health
care providers better coordinate care for Medicare patients through Accountable Care
Organizations (ACOs). With 561 ACOs serving 10.5 million beneficiaries. More
physicians continue to join existing ACOs each year, demonstrating that clinicians are
recognizing the value and opportunity of coordinated care, quality improvement, and
shared savings.

In FY 2019, additional funding is needed to re-compete the Compliance and
Communications Support and Applications and Coordination Support
competitive/delivery contracts.

FY 2019 funds will also be used to fund the Consumer Assessment of Healthcare
Providers & Systems (CAHPS) contractor and to continue supporting a payment
contractor to assist with shared savings payments made to ACOs and the recoupment
of shared losses. Finally, FY 2019 funds will be used to for the program analysis
contract. This program analysis contractor supports beneficiary assignment, financial
benchmarking, financial reconciliation and payments, and quality measurement and
reporting, as they have done in years past.

e Medicare Data for Performance Measurement: $6.0 million. Under current law, the
Secretary is required to establish a process to certify qualified entities who will combine
standardized extracts of Medicare Parts A, B, and D claims data with other sources of
claims data to evaluate and report on the performance of providers of services and
suppliers on measures of quality, efficiency, effectiveness, and resource use. The
funding requested will support contracts for program management, data preparation
and distribution, and technical assistance.

e Hospital Value-Based Purchasing (VBP): $2.9 million. The Hospital Value-Based
Purchasing Program, which provides value-based incentive payments to hospitals
based on their performance on quality and cost measures, is mandated by the PPACA.
FY 2019 funding is required in order to re-compete the task order on payment
standardization in order to continue payment standardization of Medicare Part A and B
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claims on a monthly basis, and working toward greater automation of this process
through integration into the shared systems to support the calculation of resource use
measures for VBP programs and for other agency and external users who leverage this
data for their work

e Value Based Payment Modifier Close-Out: $0.9 million. The Value-Based Payment
Modifier sunsets at the end of 2018. Funding for FY 2019 is needed in order to
continue close-out and unforeseen expenses associated with the decommissioning of
the Value-Based Payment Modifier and Quality Resource Use Reports through early
2019.

e Hospital Readmission Reduction Program: $0.3 million. This provision requires the
Secretary to make readmission rates for hospitals publicly available and directs the
Secretary to establish a program for eligible hospitals to improve their readmission rates
through the use of patient safety organizations. Funding is needed for ongoing
operations so CMS can calculate hospital-specific readmission rates, calculate the
hospital-specific payment adjustment factor for excess readmissions, and engage in
rulemaking in order to maintain the current measures.

e Appropriate Use Criteria for Advanced Imaging Services: $0.5 million. The Protecting
Access to Medicare Act (PAMA) of 2014 established a new program to promote the use
of appropriate use criteria for advanced imaging services. In order to implement this
program to have the greatest impact, CMS will focus appropriate use criteria on clinical
areas and imaging modalities of high volume to the Medicare population. In addition to
focusing on areas of high volume, CMS will further review the applicable appropriate
use criteria in these areas for their evidence-base and variability among competing
appropriate use criteria. Funding is required for ongoing operations to continue
implementing the program in a manner that does not place a substantial burden on
providers while at the same timing improving quality of care for patients.

VI. OUTREACH AND EDUCATION
Program Description and Accomplishments

National Medicare Education Program (NMEP)

The National Medicare Education Program (NMEP) was established to implement
provisions of the Balanced Budget Act of 1997 and continues under the MMA of 2003. The
program is comprised of five major activities including: beneficiary materials, the beneficiary
contact center or 1-800-MEDICARE, internet services, community-based outreach, and
program support services. This is CMS’ primary vehicle to educate Medicare beneficiaries
and their caregivers so they can make informed health care decisions. The NMEP program
is vital for the success of our programs and is the basis for providing excellent customer
service to our beneficiaries and providers. Additionally, CMS in coordination with the
Administration for Community Living and State Health Insurance Assistance Programs
(SHIPS), will work to ensure that NMEP activities continue to provide accurate,
comprehensive, understandable information to individuals.
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National Medicare Education Program Budget Summary

(Dollars in Millions)

NMEP Funding | FY 2017 | FY 2018 | FY 2019
Category Source Final CR Request Description of Activity in FY 2019
National Handbook with comparative
Total $61.7 $57.1 $60.5 | information in English and/or Spanish
o (national & monthly mailing); initial
Beneficiary enrollment packages to new beneficiaries;
Materials PM $31.7 $27.1 $30.5 | targeted materials only to the extent that
funding is available after funding the
Postage | $30.0 | $300 | $30.0 | Handbook.
Call center and print fulfillment services
Beneficiary Total $197.6 $279.8 $307.7 available with 24 hours a day, 7 days a
Contact week access to customer service
Center/1-800- PM $113.1 $199.0 $195.1 representatives.
MEDICARE User
Fees $84.5 $80.8 $112.6
Maintenance and updates to existing
Total $23.8 $26.3 $27.3 interactive websites to support the CMS
PM 20.2 225 27.3 initiatives for health and quality of care
Internet $ S $ information; software licenses;
QIO $3.6 $3.8 (TBD) enhancements to the on-line capabilities of
MyMedicare.gov.
Collaborative grassroots coalitions;
Total $1.8 $2.4 $2.1 training on Medicare for partner and local
Community- community based organizations, providers,
Based and Federal/State/local agencies; and
Outreach partnership building efforts that provide
PM $1.8 $2.4 $2.1 assistance to Medicare beneficiaries in
their communities.
A multi-media Medicare education
Total $19.8 $40.6 $26.2 campaign, support services to include
Handbook support contracts such as
Program Braille, audio and translation support;
Support minimal level of consumer research and
Services PM $19.9 $40.6 $26.2 assessment for planning, testing, and
evaluating communication efforts to
include efforts for targeted populations
such as Low Income Subsidy.
Total $304.8 $406.2 $423.8
PM $186.7 $291.6 $281.2
User
Fees $84.5 $80.8 $112.6
Postage | $30.0 $30.0 $30.0
Qlo $3.6 $3.8 (TBD)




Budget Request: $281.2 Million

The FY 2019 budget authority request for NMEP is $281.2 million, a decrease of $10.4
million below the FY 2018 Annualized CR level. The following activities are funded within
the request:

Beneficiary Materials: The total FY 2019 request is $60.5 million, $30.5 million in budget
authority. This estimate is based on historical publication usage data and current market
prices for printing and mailing. This request supports the printing and mailing of the
Medicare & You handbook. The Medicare & You handbook satisfies numerous legal
mandates including BBA Section 1851 (d) and MMA Section 1860(d) to provide print
information to current and newly eligible beneficiaries about Medicare coverage options
and available services. The handbook is updated annually and mailed to all current
beneficiary households every October. Beneficiaries, currently, have the option to opt
out of receiving a hard copy of the handbook by signing up at Medicare.gov/gopaperless
for an electronic copy that gets emailed to them each the fall. Updates to rates and plan
information occur as needed for monthly mailings to newly-eligible beneficiaries.

The costs associated with this funding are printing/postage for the monthly mail contract
(English or Spanish handbook to new enrollees), printing/postage for the October mailing
(English or Spanish handbook to all current beneficiary households), large print English
and Spanish handbooks, freight (shipping the handbook to local mail facilities, thus
saving on postage costs), and on-site quality monitoring by Government Printing Office
personnel.

The chart below displays the actual number of Medicare & You handbooks distributed for
FYs 2013 through 2017 and the estimated distribution for FYs 2018 and 2019. The yearly
distribution includes the number of handbooks mailed to beneficiary households in October,
handbooks pre-ordered for partners and warehouse stock to fulfill incoming requests, and
handbooks mailed monthly throughout the year to newly eligible beneficiaries.

The Medicare & You Handbook Yearly Distribution
(Handbooks Distributed in Millions)

FY 2016 FY 2017 FY 2018 | FY 2019
Actual Actual Estimate | Estimate
Number of Handbooks
Distributed 449 455 47.2 48.6

o 1-800-MEDICARE/Beneficiary Contact Center (BCC): The total FY 2019 request is
$307.7 million, of which $195.1 million is budget authority. The 1-800-MEDICARE
national toll-free line provides beneficiaries with access to Customer Service
Representatives (CSRs) who are trained to answer questions regarding the Medicare
program. The toll-free line is available 24 hours a day, 7 days a week. This line
provides beneficiaries with responses to both general and claim-specific Medicare
questions. CSRs respond to inquiries including, but not limited to: authorizations,
benefit periods, claims (including denials, filing or status), election periods, deductibles,
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coverage, eligibility and enroliment, complaints, plan comparisons, prescription drug
benefit enrollment and disenrollment, appeal status, etc. Beneficiaries can also use
1-800-MEDICARE to report fraud allegations.

1-800-MEDICARE CSRs use a variety of call center tools to help beneficiaries, their
families, and caregivers make informed health care decisions and to provide both
general and personalized customer service in a real-time environment. CMS is
continuously exploring new options for streamlining processes and timeframes at
1-800-MEDICARE while seeking to preserve efficiencies and cost-effectiveness.

The following table displays call volume experienced from FYs 2013 through 2017 and
the number of calls we expect to receive in FYs 2018 and 2019. In FY 2019, CMS
expects to receive 26.3 million calls to the 1-800-MEDICARE toll-free line. All calls are
initially answered by the Interactive Voice Response (IVR) system. Approximately 30
percent of the calls are handled completely by IVR. At the FY 2019 funding request,
CMS anticipates an average speed to answer of 5-7 minutes.

1-800-MEDICARE/Beneficiary Contact Center Call Volume
(Call Volume in Millions)

FY 2016 | FY 2017 | FY 2018 | FY 2019
Actual Actual Estimate | Estimate
Number of Calls 25.0 22.4 271 26.3

This funding request covers the costs for the operation and management of the BCC
including the CSR’s activities, print fulfillment, plan dis-enrollment activity, quality
assurance, an information warehouse, content development, CSR training, and training
development.

e Internet: $27.3 million. The Internet budget funds operations and maintenance for
three websites. Increased funding in FY 2019 will provide additional software and
hardware upgrades, while providing improvements to the web services offered
online.

The http://www.cms.gov website is CMS’s public website for communicating with
providers, professionals, researchers, and the press on a daily basis. It supports a
variety of critical CMS initiatives, including outreach and education, delivery of materials
to stakeholders electronically, and data collection.

The http://www.medicare.gov website is CMS’s public beneficiary-focused website with
a variety of real-time, interactive, decision-making tools. These tools enable Medicare
beneficiaries and their caregivers to obtain information on their benefits, plans, and
medical options. The Medicare Plan Finder, Hospital Compare, Nursing Home
Compare, and the Medicare Eligibility tool are included under this activity. The website
serves as an effective and efficient communication channel and provides self-service
options for U.S. citizens, beneficiaries, and caregivers.

51


http:http://www.medicare.gov
http:http://www.cms.gov

Beneficiaries also have access to the http://www.mymedicare.gov website to review and
update their online account. Beneficiaries can log into mymedicare.gov, a secure
website, and check their claims within 24 hours of the processing date. In addition,
beneficiaries can use the website to view upcoming available preventive services, a
Medicare Summary Notice, or enrollment information, update their email address and
add emergency contact information. Beneficiaries also can generate an On-the-Go
Report which allows them to download personalized health information and share with
their healthcare providers.

In FY 2019, CMS estimates 365 million page views to http://www.medicare.gov,
approximately a one percent increase in traffic from the page views anticipated in

FY 2018. CMS expects page views to grow as the Medicare beneficiary population
increases, beneficiaries and their caregivers become more internet savvy, and as CMS
continues to implement more self-service features for beneficiaries to use, maximizing
their health and quality of care decisions.

www.Medicare.gov Page Views
(Page Views in Millions)

FY 2016 | FY 2017 | FY 2018 | FY 2019
Actual Actual Estimate | Estimate
Number of
http://www.medicare.gov
Page Views 316.5 353.2 360.0 365.0

Community-Based Outreach: $2.1 million. CMS relies heavily on community-level
organizations, State and Federal agencies, providers, and other partners to serve as
trusted sources of CMS administered program information for consumers, particularly
for hard-to-reach populations, and must provide these partners with accurate and up-to-
date information and tools that equip them to effectively counsel and assist their
constituencies.

FY 2019 funding is requested for continued support and maintenance of the new
Learning Management System and all related tasks. This funding will also provide the
resources needed to support face-to-face sessions, web-based training, and regularly
scheduled live- and pre-recorded webinars required to educate stakeholders to ensure
eligible individuals enroll in CMS programs and make optimum use of their benefits.

Program Support Services: $26.2 million. This activity provides funding for accessible
materials for low vision/blind and disabled beneficiaries (audio, Braille and large print
and e-reader designs), electronic and composition support for the Medicare &You
(M&Y) Handbook, mail file creation for the statutory October mailing of the M&Y
Handbook, NMEP consumer research and assessment (including consumer testing of
the M&Y handbook), a publication ordering web site for partners that support the
Medicare education program, support for the Advisory Panel on Outreach and
Education, and the creation/dissemination of mobile applications for accessing NMEP
products and information. This funding also supports the multi-media education
program.
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The Multi-Media Medicare Education Campaign raises beneficiary awareness about the
coverage options, benefits, and services available through Medicare. It is designed to
help people with Medicare and those who help them (caregivers including family and
friends, information intermediaries, and others) maximize the use of their Medicare
benefits to maintain their health, resulting in healthier beneficiaries and lower costs for
Medicare. The campaign also promotes Medicare’s official information sources including
1-800-MEDICARE, medicare.gov, mymedicare.gov, Medicare & You Handbook, and
other localized partners and resource.

In addition to the Program Management request, the NMEP budget request assumes
$112.6 million in user fees and $30.0 million is postage funding bringing the total FY 2019
budget request for NMEP to $423.8 million, an increase of $17.6 million above the total FY
2018 Annualized CR level.

Provider Qutreach

Provider outreach activities allow CMS to connect with providers through a variety of
means. Per section 1874(A) (g) (3) of the Social Security Act, CMS is required to offer a
toll-free telephone service to providers. CMS maintains toll-free numbers for general
provider inquiries and questions about enroliment, electronic claims, and Medicare
secondary payer issues. Additionally, CMS disseminates information through the Medicare
Learning Network® (MLN) to educate providers on Medicare policy and operations and
other CMS-administered programs. CMS also conducts national outreach campaigns and
products to ensure consistency in the training and resources of healthcare providers and
their billing and practice administration staff. These functions make up one part of our core
communication strategy by providing healthcare practitioners with up-to-date information so
they may deliver the best possible care to our beneficiaries.

Budget Request: $9.2 Million

The FY 2019 budget request for Provider Outreach is $9.2 million, a decrease of $11.6
million below the FY 2018 Annualized CR level. In FY 2019, CMS intends to shift additional
provider services to the MAC Provider Contact Center.

e National Provider Education, Outreach, and Training: $5.0 million. Educational
products/services are branded as part of the MLN and include MLN Matters® national
articles, MLN publications (e.g., fact sheets, quick-reference charts, and booklets), web-
based training courses, educational tools and podcasts. MACs and Regional Office
(RO) staff are required to use MLN products to promote consistency in their outreach
efforts. This promotes consistency and reduces costs associated with MACs and ROs
developing their own materials. MLN products are commonly developed in response to
recommendations in OIG and GAO reports.

Funding will support the development and dissemination of Medicare FFS educational
information on Medicare policy and operations. This also supports fulfillment activities
related to requests for hard copy products and other operational support to perform
related outreach and education.

e Federal Coverage and Payment Coordination: $4.2 million. This activity supports

necessary activities and resources to implement the Medicare-Medicaid Coordination
Office’s (MMCOQO'’s) statutory obligations, as well as the HHS and CMS strategic goals.
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Each activity is pivotal in CMS’ success in improving quality, cost, and care coordination
for dual eligible beneficiaries. This work includes navigating a number of very complex
operational issues, merging often conflicting systems, policies, financing, monitoring
and oversight protocols, and data requirements across Medicare and Medicaid, and
then adapting that work to the unique environment of each state.

Consumer Qutreach

CMS is responsible for performing outreach to all eligible persons who can obtain health
insurance through the private market. Our outreach activities for consumers are based on
proven strategies utilized by our NMEP program to support CMS’ Medicare and Medicaid
beneficiaries. Each year CMS incorporates best practices from last open enrollment (OE)
to make our media more efficient and effective. Previous OEs have taught us lessons
about effective messages and tactics to reach the uninsured Americans who need
information and assistance the most. This request provides support to maintain and update
general consumer information for private insurance on www.Healthcare.gov and allows us
to tailor outreach programs to the disenfranchised and minority groups. Ongoing funding
will make our outreach more effective, helping more people get coverage, stay healthy, and
ensure that our consumers are receiving up-to-date information regarding their healthcare
coverage.

Budget Request: $2.5 Million

The FY 2019 budget request for Consumer Information and Outreach is $2.5 million, a
decrease of $1.1 million below the FY 2018 Annualized CR level.

e General Consumer Information on Private Insurance: $2.0 million. The funding
request supports a multitude of activities to ensure the public has access to timely and
accurate resources to assist with private insurance plan comparisons, understanding
insurance and rate changes, comparing coverage providers, and learning how various
parts of Obamacare may impact their health care insurance benefits and coverage.
This information is made publicly available at of www.Healthcare.gov.

e Indian Health Care: $0.5 million. The goal of this activity is to expand the reach of
CMS programs for American Indian and Alaska Natives (Al/AN). Federal delivery of
health services and funding of programs to maintain and improve the health of AlI/AN’s
are consonant with and required by the Federal Government's historical and unique
legal relationship with Indian Tribes. Ongoing AI/AN outreach contracts will support the
continued implementation of a well-developed, flexible and successful quality outreach
strategy that provides critically needed and culturally appropriate resource materials to
increase the enrollment of Al/AN beneficiaries in CMS programs including private
insurance, Medicaid, Medicare, and an increased focus on Dual Eligible populations.
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VIl. INFORMATION TECHNOLOGY
Program Description and Accomplishments

Systems and Support

Enterprise IT activities provide infrastructure and support for applications and
operations that are used across the agency. These activities provide CMS the
capability to quickly expand to address future system needs, adopt new and more
efficient technologies, and support new programs. CMS must continue to invest in
expansions of software, licensing and processing capacity to manage system growth,
and consolidation and replacement of end of life and/or less efficient equipment in its
efforts to modernize its information technology. Enterprise IT activities include security
and governance within CMS, which provides the standards and guidelines for
compliance and response capabilities. CMS protects our networks and information
systems against the continual attacks of malicious cyber actions through a
comprehensive 24/7 cyber threat monitoring program.

Specifically, CMS will continue to invest in the transition to the Virtual Data Center which
supports Medicare Part C & D operations and enterprise shared services. CMS
continues to invest in infrastructure for the HPMS, which is integral to the management
of nearly 800 MA and Part D organizations to ensure they are fulfilling the various
statutory, regulatory, and administrative requirements of these programs.

Budget Request: $397.4 Million

The FY 2019 budget request for Enterprise activities is $397.4 million, a decrease of $55.7
million below the FY 2018 Annualized CR level. This funding is necessary to continue
ongoing IT operations, including making necessary investments to existing systems that
support improvements in the effectiveness and efficiency of CMS operations. These
activities provide the operational support to manage CMS's data environment for mission-
critical and enterprise-wide CMS IT strategies.

The decrease in funding in FY 2019 can be attributed to continuous work on the part of
CMS to find efficiencies within its contracts. For example, in FY 2018 CMS will invest
funding in terminating legacy costs that support old and outdated systems, consistent with
its IT modernization efforts. Once these systems have been fully transitioned to newer more
efficient ones, they have potential to achieve substantial out-year savings.

In FY 2019 CMS will continue to make substantial investments in security in order to
increase the protection of CMS data and processing activities through additional
cybersecurity and privacy program actions. In support of this effort, CMS completed the
initial review of its high value assets (HVA) and is continuing with HVA security testing.
CMS is also working towards the full implementation of continuous diagnostics and
mitigation (CDM). To date, CMS has developed a configuration of log aggregation (activate
equipment) for connecting CDM tools provided by Department of Homeland Security
vendors, and the Data Center has incorporated CDM tools into their daily operational life-
cycle.

55



In addition, CMS' current data platform does not adhere to the medical industries’ utilization
of Application Programming Interface as a standard format. Therefore, CMS launched a
new initiative called “Digital Seniors” in FY 2018 to update its existing claims processing
infrastructure and other systems to better interface with the rest of the medical industry.
This will allow patients to request and obtain their data more quickly and in a format that
can easily be shared with others, including plans, providers, and family members, to
analyze and make recommendations. CMS will continue to invest $17 million in FY 2019 in
the Digital Seniors initiative.

While “Information Technology Systems and Support” describes CMS’ investment in
Enterprise-wide IT, Program Operations funding also supports IT across all of CMS’
programs. These amounts are included within the total budget requests for each program,
making it potentially difficult to get a sense of how much money CMS spends on IT across
them all. Please see the Program Operations IT spending table in the supplementary items
to show IT funding requested for each of the categories within Program Operations. For a
more complete picture of CMS IT spending from all sources and across all programs,
please see the “Information Technology” Chapter of the CJ.

56



Federal Administration
(Dollars in Thousands)

FY 2018 FY 2019 FY 2019
FY 2017 Annualized President’s +/-
Final CR Budget FY 2018
BA $732,533 $727,558 $702,601 ($24,957)
FTE" 4,514 4,503 4,237 (266)

1/Excludes staffing funded from indirect cost allocations.

Authorizing Legislation — Reorganization Act of 1953
Authorization Status — Permanent

FY 2019 Authorization — One Year

Allocation Method — Direct, Contracts, Other

Program Description and Accomplishments

Federal Administration funds the majority of routine operating expenses in support of
agency activities for a variety of health care financing programs. Funding covers employee
compensation, rent, utilities, information technology, contracts, supplies, equipment,
training, and travel. Many of these costs are determined by policies and agencies beyond
CMS, but are essential for carrying out our mission.

CMS currently employs Federal employees working in Baltimore, Maryland; Bethesda,
Maryland; Washington, DC; ten Regional Offices located throughout the country, and two
anti-fraud field offices located in Los Angeles and New York. Employees in Baltimore,
Bethesda, and Washington write health care policies and regulations; set payment rates;
develop national operating systems for a variety of health care programs; provide funding
for the Medicare contractors and monitor their performance; develop and implement
customer service improvements; provide education and outreach to beneficiaries,
consumers, employers, and providers; implement guidelines to fight fraud, waste, and
abuse; and assist law enforcement agencies in the prosecution of fraudulent activities.
Regional Office employees provide services to Medicare contractors; accompany State
surveyors to hospitals, nursing homes, labs, and other health care facilities to ensure
compliance with CMS health and safety standards; assist States with Medicaid, CHIP, and
other health care programs; and conduct outreach and education activities for health care
providers, beneficiaries, and the general public. CMS also has staff in the fraud “hot spot”
offices in areas known to have high incidences of fraud and abuse. They can quickly
detect and respond to emerging schemes to defraud the Medicare program.

Personnel and associated costs for programs and activities where specific funding sources
are available are not included in the Federal Administration request. In order to ensure
indirect costs are appropriately applied to these funding sources, CMS utilizes a cost
allocation methodology to offset some costs that would otherwise be funded out of the
Federal Administration account. In FY 2019, we estimate that $147.0 million will be
available from indirect cost allocations, which is not included in our discretionary funding
level.
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Funding History

Fiscal Year Budget Authority
FY 2015 $732,533,000
FY 2016 $732,533,000
FY 2017 $732,533,000

FY 2018 Annualized CR
FY 2019 President’s Budget

$727,558,000
$702,601,000

Budget Request: $702.6 million

CMS requests $702.6 million, a decrease of $25.0 million below the FY 2018 Annualized
CR level. The requested amount excludes the portion of the total costs that is being

covered by CMS’ other fund sources through indirect costs allocations. This request fully
funds changes to employee benefits and accounts for other inflationary increases. CMS’
FY 2019 request has been prepared in accordance with Executive Order 13771, Reducing
Regulation and Controlling Regulatory Costs. In FY 2019, this funding provides resources
for contracts that support our daily operations and associated expenses. In addition, CMS
will focus efforts on achieving Homeland Security Presidential Directive 12 (HSPD-12)

compliance.

Federal Administration Discretionary Summary Table

(Dollars in Thousands)

FY 2019 PB
+/-
FY 2018 FY 2019 FY 2018
FY 2017 Annualized | President’s | Annualized
Objects of Expense Final CR Budget CR
Personnel Compensation and
Benefits $668,380 $675,700 $639,054 ($36,646)
Travel $1,900 $1,048 $1,048 $0
Rent, Communications and
Utilities $5,100 $5,100 $5,100 $0
Printing and Postage $2,101 $1,671 $2,223 $552
Contractual Services $52,487 $41,969 $52,798 $10,829
Supplies $1,000 $1,003 $811 ($192)
Training $1,565 $1,067 $1,567 $500
Total, Federal Administration $732,533 $727,558 $702,601 ($24,957)

e Personnel Compensation and Benefits: $639.1 million. The requested funding

supports 4,237 direct FTEs, a decrease of 266 FTEs as compared to the FY 2018
Annualized CR level. The reduction in workforce will occur through natural attrition
across the Agency. This category covers the full range of civilian and Commissioned
Corps pay, awards, and overtime as well as fringe benefits. Commissioned Corps are
entitled to additional benefits including housing and other allowances. CMS’ staffing

level and related compensation and benefits expense is largely workload-driven.

Staffing funded from the Federal Administration line will enable us to execute
Secretarial priorities. These priorities include maintaining and improving the
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performance of our traditional programs, Medicare, Medicaid, and CHIP, to ensure they
are successfully delivered with the highest quality. Additional CMS staffing costs are
funded through other line items and accounts, including Health Care Fraud and Abuse
Control (HCFAC), various user fees, and direct appropriations from recent legislation.

Travel: $1.0 million. Most of CMS’ travel is comprised of on-site visits to
contractors, states, healthcare facilities, and other providers. Since CMS
administers its programs primarily through contractors or third parties, site visits are
critical to managing and evaluating these programs and to ensuring compliance
with the terms and conditions of contracts and cooperative agreements. Site visits
also allow CMS to ensure that our beneficiaries and consumers are receiving
quality care and that providers are not engaged in fraudulent practices.

Rent, Communications, & Utilities: $5.1 million. This category provides funding for the
30-year loan for CMS’ Central Office headquarters building. Also, this category funds
rent and building operational costs for CMS’ offices in Baltimore, Maryland; Bethesda,
Maryland; Washington, DC; the ten Regions; and the two anti-fraud field offices in New
York and Los Angeles. The General Services Administration (GSA) calculates the
charge and informs CMS of the amount it must pay. Most of the items in this category
reflect contract labor costs, such as grounds maintenance, cleaning, and trash and
snow removal.

Printing and Postage: $2.2 million. The largest expense in this category is for printing
notices in the Federal Register and Congressional Record. CMS is required to publish
regulations that adhere to notice and comment rulemaking procedures. Historically,
one major piece of new authorizing legislation involving CMS’ programs is enacted
annually. Each piece of legislation requires CMS to publish regulations that
implement the numerous provisions in these bills. The remaining printing requests
include funding needed for postage meters for routine correspondence and printing of
required reports, such as the CMS Financial Report.

Contractual Services: $52.8 million. This category funds daily operations and
information technology support services, contracts, and agreements with other
agencies. This category includes information technology infrastructure to
support voice and data telecommunications, web-hosting, and IT security. This
category also provides funds for the CMS share of the Department of Health and
Human Services (DHHS) Program Support Center (PSC) and other shared
expenses including payroll, financial management, and e-mail systems.

Supplies: $0.8 million. This category funds general everyday office supplies and
materials for CMS employees, including new and replacement furniture, office
equipment, paper, and small desktop-related IT supplies.

Training: $1.6 million. This category supports continuous learning of technical,
professional, and general business skills with special emphasis on leadership and
management development. This category covers certifications for staff, such as
actuaries, contract specialists, financial managers, nurses, and other health
professional specialists. The funding also supports mandatory agency wide trainings
such as Reasonable Accommodation and Alternative Dispute Resolution.
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Medicare Survey and Certification

(Dollars in Thousands)

FY 2018 FY 2019
FY 2017 Annualized President's FY 2019 +/-
Final CR Budget FY 2018
BA $397,334 $394,636 $421,135 +$26,499

Authorizing Legislation - Social Security Act (SSA), title XVIII, Section 1864
FY 2019 Authorization - One Year

Allocation Method — Contract Agreements

Program Description and Accomplishments

The mission of CMS’ Survey and Certification program is to ensure basic levels of quality
and safety for all patients, residents and clients receiving care at Medicare and Medicaid
certified health care facilities. In order to participate in and receive reimbursements from
Medicare and Medicaid, health care facilities are required to be certified as meeting
applicable requirements. The certification of facilities is conducted through an initial
survey, or inspection, and on a regular basis thereafter to ensure that the facility continues
meeting health, safety, and quality standards as required by the Conditions of Participation
(COP) established by CMS.

CMS works in partnership with State Survey Agencies (SA) or directly through national
contractors to ensure that facilities in each of the 50 States, the District of Columbia, and
U.S. territories can be certified and recertified for Medicare participation. In addition, CMS
allows some provider types to use private accreditation organizations (AQ) in place of SAs;
providers that are certified by approved AOs are deemed to be in compliance with
Medicare COPs but are still subject to State or CMS validation surveys. For all facility
types, CMS conducts investigations to substantiate reported complaints and takes
appropriate actions when facilities are found to have health care deficiencies as a result of
complaints. Collectively, the certification, recertification, and complaint surveys are
referred to as the certification process.

The total number of Medicare-participating facilities, excluding clinical laboratories, has
grown by 9.5 percent from FY 2008 to FY 2017 and has been driven by hospice, end-stage
renal disease (ESRD) providers, and home health agencies (HHAs). Between FY 2010
and FY 2016, these facilities have grown by 26 percent, 20 percent, and 8 percent,
respectively.
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The majority of CMS’ survey and certification funding is provided directly to States to
survey, certify, and recertify health care facilities. States prioritize surveys based on
statutory requirements, CMS priorities, and funding levels. The chart below demonstrates
which facilities have survey frequencies that are mandated by statute, and, for those
without a statutorily mandated frequency, what CMS views as an ideal survey frequency

under its administrative policy.

Statutory and CMS Policy Level Survey Frequencies

Type of Facility

Statutory Status/CMS Priority

Survey Frequency’!

Long-Term Care Facilities

Skilled Nursing Home (SNF)

Statutory SSA Sec. 1819 (g)(l)

Skilled nursing facilities (SNFs) and
Nursing Facilities (NFs)

Statutory SSA Sec. 1819 (g)(l)
and 1919 (g)

Special Focus Facility Nursing Homes
(SFF)

Statutory SSA Sec. 1819 (g)(1)?

Max 15.9 months for
individual nursing
home.

Min 12.9 months for
Statewide average
interval between
surveys.

Non-Long Term Care Facilities

Home Health Agencies (HHA)

Statutory SSA Sec. 1891 (a)

No more than 36.9
months interval
between surveys for
HHA facility.

No more than 36.9
months interval
between surveys for

Hospices Statutory SSA Sec. 1861 (dd) Hospices facilities.
Deemed Hospitals - Validations CMS Administrative Priority Policy | 5% Year Sample
Organ Transplant Facilities’ CMS Administrative Priority Policy | 5 Years
Non-Deemed Hospitals CMS Administrative Priority Policy | Every 3 Years

End-Stage Renal Disease (ESRD)*

CMS Administrative Priority Policy

Every 3 Years

Ambulatory Surgical Centers (ASC)*

CMS Administrative Priority Policy

Every 3 Years

Outpatient Physical Therapy’*

CMS Administrative Priority Policy

Every 6 Years

Comprehensive Outpatient Rehabilitation

Facility (CORF)

CMS Administrative Priority Policy

Every 6 Years

Portable X-Rays

CMS Administrative Priority Policy

Every 6 Years

End-Stage Renal Disease (ESRD)

CMS Administrative Priority Policy

Every 3 Years

Rural Health Clinics (RHC)

CMS Administrative Priority Policy

Every 6 Years

Ambulatory Surgical Centers (ASC)

CMS Administrative Priority Policy

Every 3 Years

Community Mental Health Centers
(CMHC)

CMS Administrative Priority Policy

Every 6 Years

/1 This display reflects statutory and policy survey frequencies.
/2 CMS directs State Agencies to validate survey and certification of facilities conducted by Accreditation Organizations.
/3 Survey and certification of Organ Transplant facilities are conducted by national contractors.
/4 Facilities identified by Government Accountability Office (GAQ) and the Office of Inspector General (OIG) that pose a high risk to
patients requiring CMS to administer stronger survey and certification oversight.

62




CMS has accomplished improvements in oversight of facilities through enhanced survey
processes and standards that use statistical information to review outcomes and prioritize
facilities whose performance data indicate higher risk of poor patient outcomes. A few of
these accomplishments are highlighted below:

CMS places a high priority on ensuring nursing home quality. To safeguard
patients, CMS introduced targeted survey methods, such as investigating
complaints alleging actual harm within 10 days of reporting, imposing immediate
sanctions for facilities found to have care deficiencies that involve actual harm, and
staggering inspection times to ensure that a specific amount to begin on weekends
and evenings.

CMS continues its Special Focus Facility (SFF) initiative for nursing homes judged
to be at highest risk of poor quality. Historically, nursing homes with the SFF
designation, and which are surveyed twice as frequently, have come into
compliance with CMS requirements more quickly than facilities that were surveyed
at the normal frequency. The FY 2019 budget would continue to support the SFF
efforts.

As a result of clearer guidance implementation of State performance standards,
and other improvements, the percentage of nursing homes surveyed at least every
15.9 months has remained above 99 percent in FY 2016.

CMS has made similar improvements in the area of home health, with the percent
of HHAs surveyed at least every three years, as required by statute, increasing
from 97 percent in 2004 to 99.6 percent in FY 2016.

Surveys in accordance with the new ESRD regulations have substantially improved
infection control, water quality safety, and internal quality assurance at dialysis
facilities.

The implementation of onsite surveys for all organ transplant centers has improved
graft survival for all types of organ transplants, with substantial improvements
achieved in programs that entered into a System Improvement Agreement with
CMS after being cited for substandard patient outcomes.

After a more rigorous survey process introduced in FY 2011 and revised in

FY 2015 for ASC facilities, a high level of infection control problems were identified
in particular ASC facilities. CMS implemented additional oversight, including
periodic surveys of a random sample of previously deficient ASCs, to ensure that
they improved practices and sustained any gains.
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Nationally, while the average number of deficiencies has decreased in recent years for
ESRD facilities, hospitals, and ASCs, these facilities continue to highlight the importance of
regular, comprehensive inspections as well as timely and effective investigation of
complaints.

Facilities of Concern and Deficiencies

National Average Number of
Deficiencies per Facility

Facility Type FY 2014 FY 2015 FY 2016 Examples of Deficiencies

Hygiene and Infections or hazards

to life from poor equipment
Dialysis Facilities 5.6 5.8 5.3 cleaning or water quality.

Supervision, patient rights, and
Hospitals 5.7 4.9 4.2 infection control.

Sanitary environment, infection
Ambulatory control deficiencies, and drug
Surgical Centers 4.8 4.2 4.0 administration.

In the past two fiscal years, the Government Accountability Office (GAQO) and the Office of
Inspector General (OIG) have issued 42 reports highlighting the need for Federal oversight
to ensure quality of health care. At various times, the GAO has placed areas of survey and
certification oversight, particularly oversight of nursing homes and ESRD facilities, into a
high-risk category, indicating a greater vulnerability to fraud, waste, abuse, and
mismanagement of care. Recent reports from the OIG focused on hospital quality of care,
health care worker qualifications, and ASC oversight. CMS is attempting to implement a
variety of OIG recommendations to strengthen survey and certification oversight, such as
improvements in infection control, adverse event reporting, and internal quality assessment
and performance improvement. OIG and GAO reports continue to emphasize that
maintaining survey and certification frequencies at, or above, the levels mandated by
policy and statue are critical to ensure Federal dollars support quality care.

Funding History

Fiscal Year Budget Authority
FY 2015 $397,334,000
FY 2016 $397,334,000
FY 2017 $397,334,000
FY 2018 Annualized CR $394,636,000
FY 2019 President's Budget $421,135,000

Budget Request: $421.1 million

The FY 2019 budget request is $421.1 million, $26.5 million above the FY 2018 Annualized
CR level. CMS assumes additional funding from collections as a result of the proposed
revisit user fee. The enactment of the revisit user fee will provide CMS the authority to
charge providers a fee for revisits as a result of deficiencies found during initial certification,
recertification, or substantiated complaints. In addition, CMS will also charge facilities a fee
for substantiated complaints surveys resulting in findings cited at the level of immediate
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jeopardy or actual harm. The fee will incentivize facilities to restore and maintain
compliance with Medicare COPs.

CMS levied a revisit user fee for one year FY 2007, exhibiting the feasibility of such a fee.

If enacted in FY 2019, CMS estimates $14.1 million in collections (actual collection amounts
would be dependent on rule making) for a total proposed law discretionary program level of
$435.3 million. This request will allow CMS to continue to survey and certify health care
facilities, employ a Regional Strike Force who will respond to facilities where patient’s
health and well-being are in jeopardy, and improve data used by SAs and CMS Regional
Offices (ROs) for survey and enforcement activities. The table below provides the program
level funding details from FY 2017 to FY 2019.

Program Level Table
(Dollars in Thousands)

FY 2019 FY 2019
FY 2017 FY 2018 President’s +/-

Final Annualized CR Budget FY 2018
Budget Authority (BA) $397,334 $394,636 $421,135 +$26,499
Revisit/Complaint User
Fee $0 $0 $14,120 +$14,120
Proposed Law
Discretionary Program
Level Subtotal $397,334 $394,636 $435,255 +$40,619
IMPACT P.L. 113-185.
Hospice Surveys'’ $7,758 $5,254 $5,625 +$371
IMPACT Improve
Nursing Home Staffing
Data $3,700 $529 $0 -$529
Program Level $408,792 $400,419 $440,880 +$40,461

/1 Funding provided through the IMPACT P.L. 113-185 Section 3 for hospice surveys in FY 2017 and FY 2018 was
subject to 6.9 percent and 6.6 percent sequester respectively.

The FY 2019 CMS budget request also includes funding for continued program support
contracts to strengthen quality improvement and national program consistency, promote
gains in efficiency, make oversight of AOs more effective, and implement key
recommendations made by the GAO and OIG.

As costs to conduct survey and certification increase, CMS’ Survey and Certification
program prioritizes funding to maintain survey and certification standards set in statute for
nursing homes, HHAs, and hospices. Growth in the number of beneficiaries and facilities,
inflation, changes in laws, and improvements in quality standards are all factors that
increase program costs.

If funding levels do not account for increased program costs in alignment with the FY 2019
budget request, CMS would have to reduce funding for lower risk non-statutory facilities
delay implementation of projects, and reallocate that funding to maintain survey and
certification standards of statutory facilities and non-statutory facilities with higher priority
like non-deemed hospitals, ESRDs, and ASCs.
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The pie chart below illustrates the Survey and Certification’s FY 2019 budget request
allocation.

Medicare Survey and Certification
FY 2019 Proposed Law Discretionary Program
Level’

Other Direct
Surveys,
$7.2M, 2%

Federal Direct
Surveys,
/ $15.3M, 4%
A‘/
‘\ Support
Contracts,

$23.8M, 6%

/1 Totals may not add due to rounding.

e The State Direct Survey category accounts for nearly 90 percent of the total CMS’
Survey and Certification FY 2019 budget request, which is subdivided into Long-
Term Care (LTC) facilities like nursing homes, and non-LTC facilities. This funding
is provided directly to States to assist in implementing the survey and certification
program.

o The Support Contractors request comprises nearly 6 percent of the total FY 2019
Survey and Certification budget for training national contractors, implementing
improved survey standards, identifying high risk areas, tracking facility progress,
and IT systems maintenance and upgrades.

e The Federal Direct Survey is 4 percent of the total FY 2019 Survey and
Certification budget. These funds are used to hire national contractors who survey
and certify psychiatric hospitals and transplant centers since these facilities are
small in number and require highly specialized methods and survey expertise to
ensure quality of care. They also help mitigate the delay experienced by
prospective providers that newly seek Medicare participation.

e The Other Direct Survey category makes up about 2 percent of the total FY 2019
Survey and Certification budget to fund administrative costs related to State Direct
Surveys such as training, travel, and AO validation surveys conducted by SAs to
ensure CMS COPs are being upheld.
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Each funding category is discussed in further detail below.

State Direct Survey: $389.0 million. The FY 2019 request includes $389.0 million
in discretionary budget authority for State Direct Survey costs, which is $36.8
million above the FY 2018 Annualized CR Level. This funding amount will enable
CMS to continue to meet statutory survey frequencies for nursing homes, HHAs,
and hospice facilities, while improving upon the survey frequencies rates for non-
statutory facilities as estimated for FY 2018. The requested increase is needed in
part because the mandatory IMPACT Act funding to implement the three year
frequency for Hospice facilities is reduced in statute by close to 30 percent starting
in FY 2018 and continuing into FY 2019. In addition, the aforementioned drivers of
facility and beneficiary growth and increasing quality measures continue to drive
program costs upward.

The FY 2019 budget request supports efforts to find improvements within existing
survey processes. One example of this approach is the development and
implementation of a revised nursing home survey process. This survey process is
designed to blend the best features of the traditional and Quality Indicator Survey
to maximize survey effectiveness while improving efficiency. The enhancements
will include:

o0 Strengthening the focus on residents and their experiences of quality of life
and quality of care, in part, by moving away from memorization questions to
more conversational style, within the context of a structured interview guide
to ensure important topics are discussed. This approach is meant to
emphasize the “human element” by sparking more natural conversation and
building on surveyor interview skills.

o Clarifying how to consistently and thoroughly investigate care concerns,
primarily by using updated Critical Element (CE) Pathways to look at
processes and care concerns to guide surveyors more consistently through
the investigation.

0 Using data to guide surveyors through the process of inspecting and
certifying facilities. This will allow surveyors to be more flexible, understand
residents’ characteristics, and identify facility concerns.

The table below presents survey frequency rates for each facility type and
associated costs in FY 2017, FY 2018, and FY 2019. In FY 2018, under the
Continuing Resolution, CMS estimates that most non-statutory facilities will not be
surveyed at the rates reported in previous years.
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FY 2017 to FY 2019 Survey Frequency Rates and Cost by Facility Type
(Dollars in Millions)

FY 2019
Proposed Law
FY 2017 FY 2018 Discretionary
Type of Facility Final Annualized CR Program Level
Statutory Facilities
L. Annually | Annually | ____Annually |
Skilled Nursing Home $16.7 $16.3 $16.0
l_____Annually | Annually | Annually |
SNF/NF (dually-certified) $235.3 $268.9 $268.7
Total Long-Term Care
Facilities $252.0 $285.2 $284.7
,,,,,,,, 3Years |  3Years |  3Years |
Home Health Agencies $17.2 $24.5 $29.3
________ 3Years | ... 3Years | ____3Years _____|
Hospices’ $6.2 $7.2 $7.0
Non-Statutory Facilities
| 1.5% Year Sample | 0.4% Year Sample | 1.0% Year Sample |
Deemed Hospitals - Validations $22.7 $22.8 $25.5
Organ Transplant Facilities® 5 Years 5 Years 5 Years
________ 4Years | % | _____5Years |
Non-Deemed Hospitals $12.9 $4.1 $12.0
| M2Years | M® | 12 Years |
Outpatient Physical Therapy $0.9 $0.2 $0.8
Comprehensive Outpatient ~ |------- 12Years | " | 12 Years |
Rehabilitation Facility $0.1 $0.1 $0.1
,,,,,,,, 2Years | " | 12Years |
Portable X-Rays $0.2 $0.1 $0.2
_______ 38Years | ..M | SYears |
End-Stage Renal Disease (ESRD) $22.3 $6.4 $194
M2Years | M| 12 Years |
Rural Health Clinics $1.5 $0.3 $1.3
________ SYears | ..M |._....5Years |
Ambulatory Surgery Centers $9.3 $1.2 $8.6
Community Mental Health | M2Yeas | M ] 12 Years
Centers $0.5 $0.1 $0.1
State Direct Survey Costs $345.8 $352.2 $389.0
Other State Direct Survey Costs $9.7 $5.8 $7.2
Total, State Direct Survey $355.5 $358.0 $396.2

/1 FY 2019 Level assumes additional funding from the proposed Revisit User Fee Program.
/2 Hospice surveys are partially funded under the IMPACT ACT PL 113-185.
/3 Organ Transplant Facilities surveys are contractor performed.
/4 Local jurisdictions will continue to respond to complaints, and based on availability of resources, certify new

facilities.
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In FY 2019, CMS expects to complete approximately 23,000 initial and
recertification inspections. In addition, CMS estimates 59,000 visits in response to
complaints. The Survey and Complaint Visit Table below show that the majority of
both surveys and complaint visits in FY 2018 and FY 2019 are projected to be in
nursing homes. These surveys will contribute to achieving one of CMS’ nursing

home quality goals to decrease the percentage of long-stay nursing home residents

receive antipsychotic medications.

Survey and Complaint Visit Table

FY 2018 Annualized CR

Projected Number Total Total Total
of Facilities Recertification | Initial | Complaint

Facility (Beginning of FY) Surveys Surveys Visits Total
Skilled Nursing Facility (SNF) 747 750 32 1,020 1,802
SNF/NF (dually-certified) 14,550 15,132 118 50,575 65,825
Home Health Agencies 11,904 2,724 62 1,325 4111
Deemed Hospital 4,738 19 0 2,565 2,584
Organ Transplant Facilities' 242 0 0 0 0
Non-Deemed Hospitals 1,412 14 11 385 410
Hospices? 4,564 826 165 475 1,466
Outpatient Physical Therapy 2,052 17 48 8 73
CORF 188 2 7 4 13
Portable X-Rays 489 4 18 2 24
ESRD Facilities 6,998 70 245 930 1,245
Rural Health Clinics 4,209 34 21 42 97
Ambulatory Surgery Centers 5,597 37 21 142 200
CMHC 151 1 5 5 11

Total 57,841 19,630 753 57,478 77,861

/1 Organ transplant centers surveys done by the CMS national contractors, do not appear in this chart.
/2 A portion of hospice surveys are separately funded under the IMPACT Act PL 113-185.
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Survey and Complaint Visit Table

FY 2019 Proposed Law Discretionary Program Level”

Projected Number Total Total Total
of Facilities Recertification | Initial | Complaint
Facility (Beginning of FY) Surveys Surveys Visits Total
Skilled Nursing Facility (SNF) 783 783 33 1,065 1,881
SNF/NF (dually-certified) 14,515 14,603 112 51,935 66,650
Home Health Agencies 12,284 2,805 40 1,182 4,027
Deemed Hospital 4,712 28 0 2,865 2,893
Organ Transplant Facilities’ 242 0 0 0 0
Non-Deemed Hospitals 1,488 298 12 345 655
Hospices/® 4,406 828 28 442 1,298
Outpatient Physical Therapy 2,128 159 39 6 204
CORF 205 17 3 1 21
Portable X-Rays 515 43 18 3 64
ESRD Facilities 6,719 1,344 305 942 2,591
Rural Health Clinics 4,249 324 68 33 425
Ambulatory Surgery Centers 5,517 730 21 93 844
CMHC 188 16 5 4 25
Total 57,951 21,978 684 58,916 81,578

/1 The FY 2019 Proposed Law Discretionary Program Level assumes additional funding from the revisit user fee

proposal.

/2 Organ transplant centers surveys done by the CMS national contractors, do not appear in this chart.
/3 A portion of hospice surveys are separately funded under the IMPACT Act PL 113-185.

e Other State Direct Survey: $7.2 million. The FY 2019 Other State Direct Survey
request is $7.2 million, $1.4 million above the FY 2018 Annualized CR level. The
increase in funding will support State targeted survey efforts and expand oversight,
which reduce risks to patients.

In addition, this funding will support States’ program operations or responsibilities

that include:

0 Support for validation surveys to assess the performance of
CMS-approved accrediting organizations, as required by law.

o0 State responsibilities to collect and report survey data for the Minimum
Data Set (MDS), which helps hold nursing homes accountable for proper
assessment of resident needs and conditions, as well as providing data to
monitor and improve nursing home care and nursing home quality data for

star ratings.

o Support for the Outcome and Assessment Information Set (OASIS), which
serves as the backbone of the home health prospective payment system.
This will fund contractors that assist States to address performance
issues, emergency preparedness and post-disaster recovery surveys.
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Federal Direct Surveys: $15.3 million. The FY 2019 budget request for Federal
Direct Survey is $15.3 million. This funding is $1.6 million above the FY 2018
Annualized CR Level, and will allow CMS to engage with national contractors to
conduct specialized surveys. The FY 2019 budget request continues the oversight
of U.S. territories and islands health care facilities. This funding promotes
improved health care and continued access to health care in both U.S. territories
and among Indian tribes where there are often few providers. Facilities in such
areas may face the prospect of Medicare and Medicaid termination due to
unresolved safety or quality of care problems. Recent examples of providers CMS
has been working with to improve care delivery include: an acute care hospital in
the Commonwealth of the Northern Marianas, a hospital and nursing home on one
of the Virgin Islands, a dialysis facility in one of the U.S. territories, and tribal and
Indian Health Service hospitals.

Support Contracts and Information Technology: $23.8 million. Support contracts
and information technology constitute $23.8 million of the FY 2019 budget request.

The FY 2019 budget request for support contracts is $22.7 million. This funding is
$0.7 million above the FY 2018 Annualized CR Level. The increase in funding
supports:

o The improvement of State Performance Standards data, allowing State
Agencies and CMS Regional Offices to monitor survey and enforcement
activities, identify problems, and quickly deploy corrective actions.

Surveyor training continues to be one of the largest categories in support contracts.
These contracts enable CMS to fulfill statutorily required facility staff training
mandates of Sections 1819, 1919, and 1891 of the Social Security Act. The
requested funds also enable CMS to develop an increasing array of online course
material and other innovative training methods to more efficiently train surveyors
and maximize the value of training expenditures. Through web-based, in-person,
and case-study training, surveyors gain the skills necessary to perform proficiently
and promote quality care for beneficiaries. The training program is essential to
ensure that Federal and State surveyors both understand Federal regulations and
maintain accurate and consistent interpretation of Federal law and regulations,
including the new Long-Term Care Conditions of Participation and Emergency
Preparedness regulations. Training also helps promote efficient onsite survey
processes, which is important for containing survey expenses. Other critical
Survey and Certification support contracts ensure national program oversight and
consistency such as the Surveyor Minimum Qualifications Test, and supervision of
accrediting organizations’ adherence to established criteria when they recommend
CMS approved waivers for facilities deemed to be in compliance with COPs.

As a consumer service and market-oriented incentive for nursing homes to
improve quality, CMS also maintains and updates monthly the Five Star Quality
Rating System on the Nursing Home Compare website. Onsite surveys represent
the primary source of verifiable information used for the Five-Star Quality Rating
System, as the survey data come from direct observation of conditions in the
nursing homes by objective, trained surveyors. Support contracts also enable
CMS to publish the reports of onsite surveys for nursing homes and for hospital
complaint surveys in a searchable database accessible for public use. In addition
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to complaint investigations of acute care hospitals, complaint investigations for
Critical Access Hospitals, Long Term Care Hospitals, and Psychiatric Hospitals
are also now posted on the website. Support contracts also permit CMS to check
on the accuracy of the data reported by nursing homes.

Nursing home contract activities include implementing an improved survey
process; understanding and addressing survey variations across States;
maintaining the Medicare and Medicaid MDS; and publicly reporting nursing home
staffing and other information on CMS’ Nursing Home Compare website. The

FY 2019 budget request continues to provide funds for operations and
maintenance as well as enhancements of the CMS Nursing Home Compare
website. CMS will continue to post, on the Nursing Home Compare website,
information on deficiencies identified in each nursing home, as well as
publishing the full survey reports in a searchable database on the web for all
nursing home surveys and for hospital complaint investigations.

The IT funding request for FY 2019 is $1.0 million, which is $0.1 million above the
FY 2018 Annualized CR Level. IT funds will continue to support maintenance for
Providing Data Quickly (PDQ) application, Survey & Certification / Clinical
Laboratory Improvement Amendments Budget and Expenditure (SC&CLIA)
system, and fund enhancement of PDQ through the Quality and Certification
Oversight Reporting System (QCORS).

72



Research, Demonstration and Evaluation
(Dollars in Thousands)

FY 2017 FY 2018 FY 2019 FY 2019
Final Annualized | President’s +/-
CR Budget FY 2018
BA $20,054 $19,918 $18,054 ($1,864)

Authorizing Legislation — Social Security Act, Sections 1110,1115,1875 and 1881(a);
Social Security Amendments of 1967, Sec 402; Social Security Amendments of 1972,
Sec 222.

FY 2019 Authorization - One year
Allocation Method — Contracts, Competitive Grants/Cooperative Agreements
Program Description and Accomplishments:

The Research, Demonstration and Evaluation (RDE) program supports CMS’ key role as a
beneficiary centered purchaser of high-quality health care at reasonable costs. CMS
develops, implements, and evaluates a variety of research and demonstration projects.
These projects, in addition to data and information products, were created to support
internal and external research, and continue to inform and guide CMS’ efforts to improve
the efficiency of payment, delivery, access and quality of our health care programs that will
serve nearly 140 million beneficiaries in FY 2019. CMS leverages other funding sources,
such as Center for Medicare and Medicaid Innovation Center (Innovation Center) funding,
to support RDE projects wherever possible.

Fiscal Year Budget Authority
FY 2015 $20,054,000
FY 2016 $20,054,000
FY 2017 Final $20,054,000
FY 2018 Annualized CR $19,917,813
FY 2019 President’s Budget $18,054,000

Budget Request: $18.1 Million

The FY 2019 budget request for RDE is $18.1 million, a decrease of $1.9 million below the
FY 2018 Annualized CR. CMS will continue funding ongoing research data analytic
activities supporting CMS and split-funding the Medicare Current Beneficiary Survey with
the Innovation Center. This request funds ongoing operations.

e Medicare Current Beneficiary Survey (MCBS): $12.0 million. CMS requests funding to
maintain the survey’s content and utility, and support statutory requirements. In
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FY 2019, CMS plans to continue an equal split of the MCBS’ total operational cost of
$24.0 million between RDE and the Innovation Center at $12.0 million each.

The MCBS is the most comprehensive and complete survey available on the Medicare
population and is essential in capturing data not otherwise collected through CMS
operations/administration. The MCBS is an in-person, nationally-representative,
longitudinal survey of Medicare beneficiaries. The survey captures beneficiary
information whether aged or disabled, living in the community or facility, or serviced by
managed care or fee-for-service. Data produced as part of the MCBS are enhanced
with CMS administrative data (e.g. fee-for-service claims, prescription drug event data,
enroliment, etc.) to provide users with more accurate and complete estimates of total
health care costs and utilization. The MCBS has been continuously fielded for more
than 20 years (encompassing over 1 million interviews), and consists of three annual
interviews per survey participant.

The primary goals of the MCBS are to:

o0 Provide information on the Medicare beneficiary population that is not available in
CMS administrative data and that is uniquely suited to evaluate or report on key
outcomes and characteristics associated with beneficiaries treated in innovative
payment and service delivery models;

o0 Determine expenditures and sources of payment for all services (including services
not covered by Medicare) used by Medicare beneficiaries, including copayments,
deductibles, and non-covered services;

o Ascertain all types of health insurance coverage among Medicare beneficiaries
(e.g., Medigap coverage, retiree coverage) and relate this coverage to payment for
specific services; and

0 Track changes in key beneficiary metrics over time, such as changes in health and
functional status, spending down to Medicaid eligibility, access and satisfaction with
Medicare programs and providers, and fluctuations in out-of-pocket spending.

Other Research: $6.1 million. This funding supports efforts that build and improve
CMS’ health service research, data and analytical capacity, as well as program
evaluations. These activities include, for example, the Chronic Condition Warehouse
(CCW), Research Data Assistance Center (ResDAC) and CER Public Use Data Files
and Medicaid Analytic Data and Historically Black Colleges University and Hispanic
Serving Institutions Research Grant Programs.
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Grants to States for Medicaid

Appropriation Language

For carrying out, except as otherwise provided, titles XI and XIX of the Social Security Act,
[$284,798,384,000] $276,236,212,000, to remain available until expended.

[For making,] In addition, for carrying out such titles after May 31, [2018 payments to States
under title XIX or in the case of section 1928 on behalf of States under title XIX of the Social
Security Act] 2019 for the last quarter of fiscal year [2018] 2019 for unanticipated costs
incurred for the current fiscal year, such sums as may be necessary, to remain available

until expended.

[For making payments to States or in the case of section 1928 on behalf of States under
title XIX of the Social Security Act] In addition, for carrying out such titles for the first quarter
of fiscal year [2019] 2020, [$134,847,759,000] $137,931,797,000, to remain available until

expended.
Payment under title XIX may be made for any quarter with respect to a State plan or plan

amendment in effect during such quarter, if submitted in or prior to such quarter and

approved in that or any subsequent quarter.
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Grants to States for Medicaid
Language Analysis

Langquage Provision

For carrying out, except as otherwise
provided, titles XI and XIX of the Social
Security Act, [$284,798,384,000]
$276,236,212,000, to remain available
until expended.

[For making,] In addition, for carrying out
such titles after May 31, [2018 payments
to States under title XIX or in the case of
section 1928 on behalf of States under
title X1X of the Social Security Act] 2019
for the last quarter of fiscal year [2018]
2019, for unanticipated costs incurred for
the current fiscal year, such sums as may
be necessary, to remain available until
expended.
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Explanation

This section provides a no-year
appropriation for Medicaid for FY 2019.
This appropriation is in addition to the
advance appropriation of $134.8 billion for
the first quarter of FY 2019. Funds will be
used under title XIX for medical
assistance payments and administrative
costs and under title XI for
demonstrations and waivers.

This section provides indefinite authority
for payments to states in the last quarter
of FY 2019 to meet unanticipated costs
for carrying out titles Xl and XIX, including
the costs of the Vaccines for Children
program. “For carrying out” is substituted
for consistency throughout the
appropriations language. “To remain
available until expended” is included for
alignment with other Medicaid
appropriations provided in this language.



Grants to States for Medicaid

Language Analysis

Langquage Provision

[For making payments to States or in the
case of section 1928 on behalf of States
under title XIX of the Social Security Act]
In addition, for carrying out such titles for
the first quarter of fiscal year [2019] 2020,
[$134,847,759,000] $137,931,797,000, to
remain available until expended.

Payment under title XIX may be made for
any quarter with respect to a State plan or
plan amendment in effect during such
quarter, if submitted in or prior to such
guarter and approved in that or any
subsequent quarter.
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Explanation

This section provides an advance
appropriation for the first quarter of

FY 2020 to ensure continuity of funding
for activities authorized under titles XI and
XIX. This allows the Medicaid program,
including the Vaccines for Children
program, to continue operating in the
event a regular appropriation for FY 2020
is not enacted by October 1, 2019. “For
carrying out” is substituted for consistency
throughout the appropriations language.

This section makes clear that funds are
available with respect to state plans or
plan amendments only for expenditures
on or after the beginning of the quarter in
which a plan or amendment is submitted
to the Department of Health and Human
Services for approval.



Grants to States for Medicaid

Amounts Available for Obligation

Mandatory Appropriation:

Advanced Appropriation........................
Annual Appropriation...........c.cccccoeeeen.
Indefinite Annual Appropriation.............

Subtotal, Mandatory Appropriation

Offsetting Collections from Federal
Sources:

Collection Authority: Medicare Part D...
Collection Authority: Medicare Part B...
Subtotal, Collections Authority

Total New Budget Authority

Unobligated Balances:

Unobligated balance, Start of year.......
Unobligated balance, Recoveries of
Prior Year Obligations.......................

Subtotal, Unobligated Balances......

Total Amounts Available for
Obligations

Gross Obligations.........cccccceeviiieieennie

Unobligated balance, end of year........

Net Obligations:
Gross Obligations..........ccocceeviieeriieenns

Actual Collections: Medicare Part D.....
Actual Collections: Medicare Part B.....

Unobligated balance, Start of year........
Unobligated balance, Recoveries of
Unpaid Obligations...........ccccveeeiiinnnes

Total Net Obligations

(Dollars in Thousands)

FY 2019
FY 2018 President’s FY 2019 +/-
FY 2017 Final Annualized CR Budget FY 2018
$115,582,502 $125,219,452 $134,847,759 $9,628,307
$262,003,967 $284,798,384 $276,236,212 ($8,562,172)
$11,763,291 $0 $0 $0
$389,349,760 $410,017,836 $411,083,971 $1,066,135
$0 $3,000 $4,000 $1,000
$941,000 $1,000,000 $1,054,000 $54,000
$941,000 $1,003,000 $1,058,000 $55,000
$390,290,760 $411,020,836 $412,141,971 $1,121,135
$412,851 $309,808 $11,546,424 $11,236,616
$31,650,863 $33,869,000 $36,673,844 $2,804,844
$32,063,714 $34,178,808 $48,220,268 $14,041,460
$422,354,474 $445,199,644 $460,362,238 $15,162,594

($422,044,666)

($433,653,220)

($460,362,238)

($26,709,019)

$309,808 $11,546,424 $0  ($11,546,424)
$422,044,666  $433,653220  $460,362,238  $26,709,019
$0 ($3,000) ($4,000) ($1,000)

($652,493) ($1,000,000) ($1,054,000) ($54,000)
($412,851) ($309,808)  ($11,546,424)  ($11,236,616)
($34,566,891)  ($33,869,000)  ($36,673,844)  ($2,804,844)
$386,412,431  $398,471,412  $411,083,971  $12,612,559
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Grants to States for Medicaid
Appropriations History Table

Fiscal | Budget Estimate to

Year Congress House Allowance Senate Allowance Appropriation

2010 $292,662,503,000 $292,662,511,000 $292,662,511,000 $292,662,511,000
2011 $259,933,181,000 | = - | e $258,365,747,000 |
2012 $270,724,399,000 | = - | eemeee $270,724,399,000
2013 $269,405,279,000 | = - | eemeee $269,405,279,000 | %
2014 $284,208616,000|  —™ | T $305,843,467,000 | ¥
2015 $338,081,239,000 | = - | memeen $368,405,940,000 | ¥
2016 $356,817,550,000 | = -—— | e $366,672,257,000 | *
2017 $377,586,469,000 | = - | eemeee $389,349,760,000 | %
2018 $410,017,836,000 | = -—— | e meeee

2019 $411,083,971,000 | = - | e | e

1/ Full-year continuing resolution appropriation provided indefinite funding authority of $171.6 billion for FY 2011.
2/ Full-year continuing resolution appropriation provided indefinite funding authority of $158.8 billion for FY 2013.
3/ Includes $21.6 billion under indefinite funding authority obligated during FY 2014.

4/ Includes $16.8 billion under indefinite funding authority obligated during FY 2015.

5/ Includes $9.9 billion under indefinite funding authority obligated during FY 2016.

6/ Includes $11.8 billion in indefinite funding authority estimated to be obligated during FY 2017.

Grants to States for Medicaid
Budget Authority by Object

Dollars in Thousands)

Increase
2018 2019 or
Estimate Estimate Decrease
CMS - Grants to States
Grants to States, Subsidies
and Contributions $406,619,928 | $407,415,510 $795,582
CDC - Vaccines For Children
Grants/Cooperative
Agreements and Research
Contracts, Utilities, Rent, and
Program Support
Activities, Intramural Research
and Program Assistance $4,400,908 $4,726,461 $325,553
Total Budget Authority $411,020,836 | $412,141,971 $1,121,135
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1. Benefits

Medical Assistance Payments
Benefits Due and Payable (IBNR)

Qualified Individuals
Vaccines for Children
Subtotal, Benefits

Grants to States for Medicaid
Budget Authority by Activity

(Dollars in Thousands)

2. State Administration
State and Local Administration...............

State Low Income Determinations........

HIT- Incentives

HIT- Administration

State Survey and Certification................
State Fraud Control Units......................

Subtotal, State Administration

Total Mandatory Appropriation
Total Offsetting Collections Authority

Total, Budget Authority

2017 Final

2018
Annualized CR

2019
President’'s
Budget

FY 2019 +/- FY
2018

$362,327,399

$347,983,280

$345,819,788

($2,163,492)

$0 $36,673,844 $39,062,837 $2,388,994

$941,000 $1,000,000 $1,054,000 $54,000
$4,427,184 $4,400,908 $4,726,461 $325,553
$367,695,583  $390,058,031 $390,663,086 $605,055
$19,940,361 $19,298,238 $19,818,400 $520,162
$0 $3,000 $4,000 $1,000
$1,703,603 $457,596 $272,199 ($85,397)
$429,148 $636,571 $795,971 $159,400
$268,037 $297,400 $308,315 $10,915
$254,028 $270,000 $280,000 $10,000
$22,595,177 $20,962,805 $21,478,885 $516,080
$389,349,760  $410,017,836 $411,083,971 $1,066,135
$941,000 $1,003,000 $1,058,000 $55,000
$390,290,760  $411,020,836 $412,141,971 $1,121,135

Authorizing Legislation - Social Security Act, title XIX, Section 1901 and Public Law 111-5, Public Law 111-148,

Public Law 111-152

FY 2018 Authorization - Public Laws 115-31, 115-56, 115-90, 115-96

Allocation Method - Formula Grants
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Grants to States for Medicaid

Summary of Changes
(Dollars in Thousands)

2019 Mandatory Appropriation Request $411,083,971
2018 Mandatory Appropriation Request $410,017,836
Net Change $1,066,135

Program Description and Accomplishments

Authorized under title XIX of the Social Security Act, Medicaid provides health coverage for
millions of America’s most vulnerable populations, including low-income families with
dependent children, pregnant women, children, aged, blind and disabled individuals, and
other eligible adults. In addition, Medicaid provides home and community-based services
and support to seniors and individuals with disabilities, as well as institutional long-term
care services. Medicaid is administered by CMS in partnership with the states.

Medicaid covers a broad range of services to meet the health needs of beneficiaries. Some
of the federally-mandated services for categorically-eligible Medicaid beneficiaries include
hospital inpatient and outpatient services, home health care, laboratory and x-ray services,
physician services, and nursing home care. Commonly offered optional services for both
categorically- and medically-needy populations include prescription drugs, dental care,
eyeglasses, prosthetic devices, hearing aids, services in intermediate care facilities for
individuals with intellectual disabilities, and home and community-based long-term care
services and supports, such as personal care services and attendant care services
provided through the Community First Choice benefit. The Medicaid program’s Early and
Periodic Screening Diagnostic and Treatment benefit requires the provision of
comprehensive health screenings and medically necessary services authorized under
section 1905(a) of the Social Security Act to individuals from birth to age 21. In addition,
states may elect to offer an array of home and community-based services to individuals
with disabilities, individuals who are aging, or individuals with chronic conditions through a
variety of waivers and funding opportunities.

Medicaid payments are made directly by states to health care providers or health plans for
services rendered to beneficiaries. Providers must accept the state's payment as full
recompense. By law, Medicaid is generally the payer of last resort. If other parties,
including Medicare, are legally liable for services provided to a Medicaid beneficiary, that
party generally must first meet its financial obligation before Medicaid payment is made.

In FY 2019, Medicaid will provide critical health coverage that allows individuals to access
health care services that may not be affordable otherwise and is estimated to be the
primary source of health care for almost 79 million beneficiaries, more than 23 percent of
the U.S. population. Additionally, about 10.5 million people are dually eligible, that is,
covered by both Medicare and Medicaid.

Vaccines for Children Program

The Vaccines for Children (VFC) program is 100 percent federally-funded by the Medicaid
appropriation and operated by the Centers for Disease Control and Prevention. This
program allows vulnerable children access to lifesaving vaccines as a part of routine
preventive care, focusing on children without insurance, those eligible for Medicaid, and
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American Indian/Alaska Native children. Children with commercial insurance that lack an
immunization benefit are also entitled to VFC vaccine, but only at Federally Qualified Health
Centers (FQHCs) or Rural Health Clinics (RHCs). To reach eligible children under the VFC
program, federally-purchased vaccines are distributed to public health clinics and enrolled
private providers. Through VFC, the Centers for Disease Control and Prevention (CDC)
provides funding to 61 state and local public health immunization programs that include all
50 states, six city/urban areas, and five U.S. territories and protectorates.

Medicaid State Survey and Certification

The Medicaid survey and certification inspection program for nursing facilities, home health
agencies and intermediate care facilities for individuals with intellectual disabilities ensures
that Medicaid beneficiaries are receiving quality care in a safe environment. In order to
secure quality care for the nation’s most vulnerable populations, CMS requires that certain
facilities seeking participation in Medicaid undergo an inspection when they initially enter
the program and on a regular basis thereafter. To conduct these inspection surveys, CMS
contracts with state survey agencies in each of the 50 states, the District of Columbia,
Puerto Rico, and two other territories. Utilizing more than 7,500 surveyors across the
country, state survey agencies inspect providers and determine their compliance with
specific federal health, safety, and quality standards.

State Medicaid Fraud Control Units (MFCUs)

Medicaid Fraud Control Units (MFCUs) are required by law to be established for all states
operating a Medicaid program, unless the state receives a waiver from the Secretary. The
MFCUs investigate state law violations of Medicaid fraud and review and prosecute cases
involving neglect or abuse of patients in health care facilities, including nursing homes, and
board and care facilities. The MFCU must be part of, or coordinate with, an office with
statewide prosecutorial authority, such as the state Attorney General’s office.

Managed Care

One of the most significant developments for the Medicaid program has been the shift in
the delivery of services from fee-for-service to managed care. Prior to 1982, virtually all
Medicaid beneficiaries received coverage through fee-for-service arrangements. As of
September 2014, all but two states (Alaska and Connecticut) provide some form of
managed care including primary care case management and pre-paid health plans.
However, the primary form of managed care used in Medicaid today is comprehensive
managed care organization (MCO) coverage. Thirty-nine of these states provide
comprehensive MCO coverage to some or all Medicaid beneficiaries with nearly half (18) of
these states covering 75 percent or more of their Medicaid populations under such
contracts. States continue to experiment with various managed care approaches in their
efforts to reduce unnecessary utilization of services, contain costs, improve access to
services, and achieve greater continuity of care. Increasingly, states are using managed
care to provide behavioral health services and long-term services and supports and are
expanding managed care to include older individuals, individuals with disabilities, and
individuals with chronic conditions in addition to more traditional primary care and acute
care services.
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As Medicaid managed care programs continue to grow, CMS remains committed to
ensuring that policies are in place to build a patient centered system of care that increases
competition, quality and access. CMS’ efforts include evaluating and monitoring
demonstration and waiver programs, enhancing information systems, and providing
expedited review of state proposals. In 2016, CMS updated the Medicaid managed care
regulations for the first time since 2002, and CMS will be conducting a full review of
managed care regulations in order to prioritize beneficiary outcome and state flexibility.

Section 1115 Demonstrations

Under section 1115 authority, many states have significantly restructured their Medicaid
and/or CHIP programs in the areas of eligibility, benefits, service delivery systems, and
financing. Most demonstrations are statewide and many include the majority of the
Medicaid population in the state. States use 1115 demonstrations to promote healthcare
transformation in alignment with the objectives of Medicaid and CHIP.

For example, several states have used this authority to implement innovative new Medicaid
financing arrangements, or to move their long-term services and supports into a managed
care delivery system. To better monitor the program transformations that are being
operationalized through these Medicaid demonstrations, CMS is building infrastructure to
effectively monitor and evaluate waiver outcomes. The infrastructure will provide CMS with
more robust data to assess the performance of these programs relative to their goals and
assist in identifying best practices. The most current fiscal data available indicates the
federal share of obligations for 1115 demonstrations in FY 2016 was $108 billion:

e Forty-one statewide health care reform demonstrations in 35 states (Alabama,
Arizona, Arkansas, California, Colorado, Delaware, Florida, Hawaii, Idaho, Indiana,
lowa, Kansas, Maine, Maryland, Massachusetts, Michigan, Minnesota, Mississippi,
Montana, New Jersey, New Mexico, Nevada, New Hampshire, New York,
Oklahoma, Oregon, Pennsylvania, Rhode Island, Tennessee, Texas, Utah,
Vermont, Virginia, Washington and Wisconsin);

¢ One non-statewide health reform demonstrations (Missouri) and

¢ Eight demonstrations specifically targeted to family planning (Alabama, Florida,
Georgia, Mississippi, Montana, Oregon, Washington, and Wyoming).

Medicaid Integrity Program

The Medicaid Integrity Program, though not funded from the Medicaid appropriation,
supports the efforts of state Medicaid agencies through a combination of oversight and
technical assistance. This program represents the most significant single, dedicated
investment the federal government has made in ensuring the integrity of the Medicaid
program. Further discussion of the Medicaid Integrity Program can be found in the
Medicaid Integrity section located in the State Grants and Demonstrations chapter.

Recipients
The following table reflects the estimated annual Medicaid enroliment in number of person-

years, which represents full-year equivalent enroliment. It is based on the 50 states in the
program.
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Medicaid Enroliment

(Person-Years in Millions, excludes U.S. Territories) n

FY 2017 | FY 2018 | FY 2019 FY 2019

Estimate | Estimate | Estimate | +/- FY 2018
Aged 5.8 6.0 6.2 0.2
Disabled 10.6 10.7 10.9 0.2
Adults 27.7 28.2 28.5 0.3
Children 28.2 29.7 32.0 2.3
Total’" 72.4 74.6 77.7 3.1

1/ Totals may not add due to rounding.

Benefit Services

Health insurance payments are the largest Medicaid benefit service category. These
benefit payments are comprised primarily of premiums paid to Medicaid managed care
plans. These services are estimated to require $220.2 billion in funding for FY 2019
representing 55.7 percent of the state-submitted benefit estimates for FY 2019. The second
largest FY 2019 Medicaid category of service is inpatient hospital services exclusive of
disproportionate share hospital payment adjustments. The states have submitted estimates
totaling $39 billion for this category in FY 2019. The next largest category of Medicaid
services for FY 2019 is institutional alternatives. It is composed of personal care, home
health, and home and community-based services. The states have submitted FY 2019
estimates totaling $35.0 billion or 8.9 percent of Medicaid benefits. The next largest
category is long term care. It is composed of care provided in nursing facilities and
intermediate care facilities for the intellectually disabled ($28.1 billion or 7.1 percent).
Together these four benefit service categories for health insurance payments, institutional
alternatives, long-term care, and inpatient hospital account for over 81 percent of the state-
estimated cost of the Medicaid program for FY 2019. The rest of the benefit costs are
represented in the Other Services category of service for targeted case management,
hospice, and all other services. States have submitted estimates for a total of $73 billion or
18.4 percent of the total Medicaid benefits for these other services. For more information
regarding spending on Medicaid benefit services, please see the most recent Medicaid
actuarial report which can be found at https://www.medicaid.gov/medicaid/financing-and-
reimbursement/actuarial-report/index.html.

Budget Request

CMS estimates its FY 2019 appropriation request for Grants to States for Medicaid is
$411.1 billion, an increase of $1.1 billion relative to the FY 2018 level of $410.0 billion. This
appropriation is composed of $134.8 billion in authorized advance appropriation for

FY 2019 and a remaining appropriation of $276.2 billion for FY 2019.

86


https://www.medicaid.gov/medicaid/financing-and

Medical Assistance Payments (MAP)

For FY 2019, the Federal share of medical assistance payments was estimated by the
CMS’ Office of the Actuary and adjusted for recent legislation, financial management
reviews and expenditures Incurred but not Reported (IBNR). After these adjustments, the
FY 2019 Federal share of medical assistance payment obligations are estimated to be
$434.2 billion.

Actuarial Adjustments to the State Estimates for Medical Assistance Benefits

The November 2017 state estimates for MAP in FY 2018 are the first state-submitted
estimates for FY 2019. Typically, state estimation error is most likely to occur early in the
budget cycle because states are most focused on their current year budget and have not
yet focused on their projections for the federal budget year. CMS’ Office of the Actuary
(OACT) developed the MAP estimate for FY 2019. Using the last three quarters of FY 2017
state-reported expenditures as a base, expenditures for FY 2018 and FY 2019 were
projected by applying factors to account for assumed growth rates in Medicaid caseloads,
utilization of services, and payment rates. These growth rates were derived mainly from
economic assumptions promulgated by the Office of Management and Budget and
demographic trends in Medicaid enroliment. CMS’ OACT also incorporated adjustments to
the Medicaid benefit estimates based on their analysis of the state-submitted estimates.

Federal Medicaid Program Outlays
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Legislative and Regulatory Impacts to the MAP Actuarial Estimates

In addition to adjusting the state estimates, CMS’ OACT also estimates the impact of recent
legislative and regulatory actions. Below is a list of recent legislation that made an impact to
the current actuarial baseline estimate.
Recent Legislative Actions

o Equity in Government Compensation Act of 2015 (P.L. 114-113)

e 21t Century Cures Act (P.L. 114-255)

¢ National Defense Authorization Act for Fiscal Year 2018 (P.L. 115-91)
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Recent Regulatory and Sub-Regulatory Actions
o Medicaid and CHIP Managed Care Rule (CMS-2390-F)
o SMD# 17-003: Strategies to address the opioid epidemic

o SMD# 17-005: Phase-out of expenditure authority for Designated State Health
Programs (DSHP) in Section 1115 demonstrations

e SMD# 18-002: Opportunities to promote work and community engagement among
Medicaid beneficiaries

Administrative Proposals

¢ Require minimum standards in Medicaid state drug utilization review programs
o Establish unique identifiers for personal care service attendants
¢ Improve data collection on supplemental payments

o Make Medicaid Non-Emergency Medical Transportation optional

Benefits Due and Payable (Incurred but not Reported)

The FY 2019 estimate of $39.0 billion represents the entire liability for Medicaid medical
services incurred but not paid from October 1, 2018 to September 30, 2019. The Medicaid
liability is developed from estimates received from the states. The Medicaid estimate
represents the net of unreported expenses incurred by the state less amounts owed to the
states for overpayment of Medicaid funds to providers, anticipated rebates from drug
manufacturers, and settlements of probate and fraud and abuse cases.

Other Adjustments to the Actuarial Estimates for Medical Assistance Payments

Medicaid Financial Management Reviews
(Estimated FY 2019 savings are $40.0 million)

Financial management (FM) reviews conducted by CMS are expected to produce additional
savings of $40.0 million in FY 2019. CMS is committed to a structured FM review process
that will increase the level of FM oversight activities to ensure state compliance with federal
regulations governing Medicaid and state financing. Core activities of the FM process
include the quarterly on-site reviews and processing of Medicaid budget and expenditure
reports, performance of detailed FM reviews of specific high-risk areas, and other ongoing
oversight and enforcement activities such as deferrals, disallowances, audit resolution, and
financial data and information gathering.

Vaccines for Children (VEC) Program

The nation’s childhood immunization coverage rates are at high levels for most vaccines
and vaccination series measures. As childhood immunization coverage rates increase,
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cases of vaccine-preventable diseases (VPDs) decline significantly. Vaccination against
diphtheria, haemophilus influenza type b, hepatitis A, hepatitis B, measles, mumps,
pneumococcal, pertussis, polio, rotavirus, rubella, tetanus, and varicella is currently
recommended. In addition to the health benefits of immunization, vaccines also provide
significant economic value. Millions of children have benefited from vaccination since the
Vaccines for Children program began in 1994. CDC estimates that among children born
during 1994-2016, vaccination will prevent an estimated 381 million illnesses, 24.5 million
hospitalizations, and 855,000 early deaths over the course of their lifetimes, at a net
savings of $360 billion in direct costs and $1.65 trillion in total societal costs.!"!

The current FY 2019 estimate for the VFC program is $4.7 billion, which is $325.6 million
above the FY 2018 estimate. This estimate includes an increase for vaccine-purchase
contract costs and additional quality assurance and quality improvement site visits to VFC-
enrolled providers. This budget will ensure sufficient quantities of pediatric vaccines are
available to immunize VFC eligible children; approximately 96 percent of the VFC budget is
used to purchase vaccines, including vaccine purchases for the VFC stockpile. The VFC
stockpile is a strategic asset for the nation’s immunization system that is used to fight
outbreaks of VPDs and mitigate the impact of unanticipated shortages of routinely
recommended vaccines. The remaining budget supports vaccine ordering and distribution,
including costs of ordering vaccines on behalf of states, immunization coverage surveys,
and program support and oversight.

State and Local Administration (ADM)

For FY 2019, based on recent actual data and the November 2017 state estimates,

CMS estimated the federal share of state and local administration costs to be $21.5 billion.
This estimate is composed of $19.8 billion for Medicaid state and local administration and
$1.1 billion for the costs of the health information technology provisions in section 4201 of
the American Recovery and Reinvestment Act of 2009 (ARRA). The estimate also includes
$588.3 million in additional funding for Medicaid state survey and certification and state
Medicaid fraud control units.

In November 2017, the states estimated the federal share of state and local administration
outlays to be $18.8 billion for FY 2019. State and Local Administration funding includes
Medicaid management information systems (MMIS) design, development, and operation,
immigration status verification systems; non-MMIS automated data processing activities;
ARRA authorized Health Information Technology Incentive program; skilled professional
medical personnel (SPMP); salaries, fringe benefits, and training; and other state and local
administrative costs. These other costs include quality improvement organizations, pre-
admission screening and resident review, nurse aide training and competency evaluation
programs, and all other general administrative costs.

CMS adjusted the FY 2019 state-submitted estimates of $18.8 billion upward to reflect a
growth rate more consistent with recent expenditure history and current economic
conditions relative to the conditions when states submitted estimates. These estimates
were adjusted to reflect the estimated costs of incentives to eligible providers and hospitals
for the adoption and meaningful use of electronic health records (EHR).

1 hitps://www.cdc.gov/mmwr/preview/mmwrhtml/mm6316a4.htm?s_cid=mm6316a4_w
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Medicaid State Survey and Certification

The purpose of survey and certification inspections for nursing facilities home health
agencies and intermediate care facilities for individuals with intellectual disabilities in

FY 2019 is to ensure that Medicaid beneficiaries are receiving quality care in a safe
environment. The current FY 2019 estimate for Medicaid state survey and certification is
$308.3 million. This represents an increase of over $10.9 million above the current

FY 2018 estimate of $297.4 million. This increased funding level supports increasing
workload requirements (i.e., increases in the average hours per survey) and labor costs;
costs associated with survey and certification activities covering over 33,500 Medicaid
participating facilities with nearly 24,500 health and life safety code annual certifications, as
well as over 55,800 complaint survey investigations; and direct state survey costs
associated with nursing home and home health agency quality.

State Medicaid Fraud Control Units (MFCUs)

In FY 2019, state Medicaid fraud control unit operations are currently estimated to require
$280.0 million in federal matching funds. This represents an increase of $10.0 million over
the estimated FY 2018 funding level of $270.0 million. Forty-nine states and the District of
Columbia participate in the program. Estimated increases are due to increases in staff and
related expenses as MFCUs invest resources into curtailing Medicaid fraud and patient
abuse and neglect.

The MFCU'’s mission is to investigate and prosecute provider fraud in state Medicaid
programs as well as patient abuse and neglect in health care facilities. In FY 2017, states
reported $1.8 billion in expected recoveries for both civil and criminal cases handled by the
50 MFCUs.
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(Dollars in Thousands)

CFDA No/Program Name: 93.778 Medical Assistance Program

FY 2019 MANDATORY STATE/FORMULA GRANTS'2

State/Territory FY 20_17 FY _2018 FY_2019 Difference
Obligations Estimate Estimate +/- 2019
Alabama $4,068,128 $4,391,003 $4,599,057 $208,054
Alaska $1,437,360 $1,660,904 $1,704,574 $43,670
Arizona $9,168,872 $9,936,912  $10,417,087 $480,175
Arkansas $3,994,695 $5,537,079 $5,592,450 $55,371
California® $60,223,130  $67,138,967  $64,719,285  -$2,419,682
Colorado® $5,243,127 $5,481,265 $5,562,128 $80,863
Connecticut $4,581,203 $5,143,255 $5,154,927 $11,672
Delaware $1,400,746 $1,498,157 $1,552,379 $54,222
Dist. Of Col. $2,175,606 $2,334,974 $2,434,888 $99,914
Florida $14,628,664  $16,082,299  $15,397,518 -$684,781
Georgia $7,251,905 $7,984,219 $8,294,427 $310,208
Hawaii $1,609,715 $1,591,533 $1,514,318 -$77,215
Idaho $1,372,954 $1,546,165 $1,657,080 $110,915
lllinois $9,950,384  $12,651,389  $10,980,454  -$1,670,935
Indiana $8,370,623 $9,638,767 $9,592,409 -$46,358
lowa $2,673,861 $2,972,410 $3,061,275 $88,865
Kansas $1,955,720 $2,037,617 $2,269,341 $231,724
Kentucky $7,584,554 $7,909,569 $5,560,974  -$2,348,595
Louisiana $7,939,911 $8,984,463 $9,336,121 $351,658
Maine $1,777,811 $1,811,222 $1,787,753 -$23,469
Maryland $7,065,053 $7,280,782 $7,295,261 $14,479
Massachusetts $9,978,555  $10,941,833  $10,017,259 -$924,574
Michigan $12,568,266  $13,312,472  $13,871,596 $559,124
Minnesota $6,930,018 $7,955,963 $8,369,470 $413,507
Mississippi $4,227,454 $4,403,344 $4,643,