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Certificate of Excellence in Accountability Reporting

In May 2016, the U.S. Department of Health and Human Services (HHS) received the Certificate
of Excellence in Accountability Reporting (CEAR) from the Association of Government
Accountants (AGA) for its Fiscal Year (FY) 2015 Agency Financial Report. The CEAR Program was
established by the AGA in collaboration with the Chief Financial Officers Council and the U.S.
Office of Management and Budget to further performance and accountability reporting.
Through the program, agencies improve accountability by streamlining reporting and improving
the effectiveness of such reports to clearly show what an agency accomplished with taxpayer
dollars and the challenges that remain. FY 2015 marked the third consecutive year the
Department received this prestigious award.

AGA also presented HHS with a Best in Class Award for the Best Improper Payments Elimination
and Recovery Act Detail.
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MESSAGE FROM THE SECRETARY

Our mission at the U.S. Department of Health and Human Services (HHS) is to
enhance and protect the health and well-being of all Americans. We fulfill that
mission by providing effective services and fostering advances in medicine, public
health, and social services. We are committed to ensuring that every American has
access to the building blocks for healthy and productive lives.

| am pleased to present HHS’s Fiscal Year 2016 Agency Financial Report. This report
highlights our major accomplishments, illustrates how we manage our resources,
and outlines our plans to address the challenges we face. At HHS, we are dedicated
to meeting high standards of government reporting and accountability.

HHS administers more than 300 programs that enhance the well-being of others.
Sylvia M. Burwell The HHS FY 2014-2018 Strategic Plan helps guide the Department’s programs within
the context of four strategic goals:

e Strengthen health care

e Advance scientific knowledge and innovation

e Advance the health, safety and well-being of the American people

e Ensure efficiency, transparency, accountability and effectiveness of HHS programs

Together, these goals form our vision for how HHS can contribute to a stronger, healthier, and more prosperous
America, both today and for many years to come.

FY 2016 Significant Activities
The provisions of the Affordable Care Act, and our efforts to strengthen our health care system, have helped an

estimated 20 million people gain health coverage since the passage of the law in 2010, a historic reduction in the
uninsured. We are committed to reaching even more Americans during the fourth open enrollment of the Health
Insurance Marketplace and making it easier for them to access affordable, quality health coverage. Today, no
American can be denied health coverage because of a pre-existing condition, young adults can stay on a parent’s
plan until they turn 26, and we have strengthened the quality of coverage.

We are also committed to advancing the health, safety, and well-being of the American people by detecting global
health threats early, responding quickly, working with partners across the globe, and building the capacity
necessary to deal with these threats. This commitment, and our network of global partners, helped to resolve the
Ebola crisis, and it is guiding our efforts to fight the Zika virus today.

More than 50 countries and territories have active Zika virus transmission, and in February 2016, the World Health
Organization declared that the clusters of microcephaly and other neurological complications associated with the
Zika virus constituted a Public Health Emergency of International Concern. Tens of thousands of Zika cases have
been reported in the United States and its territories, including thousands of pregnant women who are at
particular risk because of the severe birth defects that Zika infection can cause. HHS is working with states and
territories to improve mosquito control and increase laboratory capacity, and working with private sector partners
to accelerate the development of diagnostic tests as well as a Zika vaccine. Researchers at the National Institutes
of Health have been working tirelessly to develop a safe and effective Zika vaccine, and thanks to their work, NIH
recently began human trials of a vaccine candidate — an important milestone they reached nearly a decade faster
than with typical vaccines. It will take some time before a vaccine is commercially available, but the launch of this
study is an important step forward.

To better serve the American people, we need to constantly search for new ideas and innovative ways to improve
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how we do business. That is where the HHS Innovation, Design, Entrepreneurship and Action (IDEA) Lab comes in.
The IDEA Lab promotes the use of innovation across HHS, taking advantage of the talent of the workforce at HHS
and removing the barriers that stand in their way. One of the greatest impacts we have seen has come from the
Health Data Initiative, which aims to improve health and the delivery of human services by harnessing the power
of data in public and private sector institutions, communities, and research groups. The initiative has liberated
more than 2,100 health data sets, helping to power the growth of the health care start-up ecosystem. Unlocking
health care data and information is part of the Department’s strategy to build a health care delivery system that is
better, smarter, and healthier and ultimately puts patients in the center of their care.

Financial Management
As responsible stewards of the resources the American taxpayers and Congress entrust to us, one of our most

important duties is to practice fiscal responsibility and transparency. To that end, our independent Department-
wide financial statement audit is one of our most important tools. This year, we obtained an unmodified (clean)
opinion on the Consolidated Balance Sheets, Statement of Net Cost, Statement of Changes in Net Position, and the
Combined Statement of Budgetary Resources. The auditors disclaimed providing an opinion on the Statement of
Social Insurance and the Statement of Changes in Social Insurance Amounts, primarily due to the uncertainties
surrounding provisions of the Affordable Care Act and the impact of potential changes in law that would impact
underlying assumptions of financial projections. These statements were developed based upon current law using
information from the 2016 Medicare Trustees Report, as required by standards issued by the Federal Accounting
Standards Advisory Board. The “Financial Section” of this report includes more detailed information.

As required by the Federal Managers’ Financial Integrity Act of 1982 (FMFIA) and the Office of Management and
Budget’s Circular A-123, Management’s Responsibility for Enterprise Risk Management and Internal Control, we
also evaluated our internal controls and financial management systems. We identified one material weakness
relating to Information System Controls and Security. We also identified two material noncompliances relating to
Error Rate Measurement and the Medicare appeals process. Our senior leadership continues efforts to improve
our financial reports and systems. The “Management’s Discussion and Analysis” section of this report includes
further details. Based on our internal assessments and the auditors’ report, | believe that our financial and
performance data are reliable and complete.

Management Opportunities and Challenges
Despite our successes, HHS still faces opportunities for improvement. We have worked closely with the Office of

Inspector General to gain its perspective about our most significant management and performance challenges,
which are presented in the “Other Information” section under FY 2016 Top Management and Performance
Challenges Identified by the Office of Inspector General. The HHS Inspector General identified 10 performance
challenges that present opportunities for improvement. These challenges, which we are committed to
overcoming, include delivering quality services and benefits, exercising sound fiscal management, safeguarding
public health and safety, and enhancing cybersecurity.

Conclusion
As it has for many decades now, our Department will continue to protect the health and well-being of the

American people, and of people around the globe. | have no doubt that well after this Administration concludes,
the dedicated public servants here at HHS will continue to strengthen existing relationships and forge new ones
with people and organizations committed to helping Americans access the building blocks for healthy and
productive lives. | look forward to seeing the impact that HHS will deliver for many decades to come.

/Sylvia M. Burwell/

Sylvia M. Burwell
Secretary
November 14, 2016
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ABOUT THE AGENCY FINANCIAL REPORT

The HHS FY 2016 AFR provides fiscal and summary performance results that enable the President, Congress, and

the American people to assess our accomplishments for the reporting period October 1, 2015,

through September 30, 2016. This report provides an overview of our programs, accomplishments, challenges,

and management’s accountability for the resources entrusted to us. We prepared this report in accordance with

the requirements of the Office of Management and Budget (OMB) Circular A-136, Financial Reporting

Requirements. This document consists of three primary sections and appendices:

Section 1: Management’s Discussion and Analysis

The Management’s Discussion and Analysis section provides an overview of the Department’s
performance and financial information. It introduces its mission, and describes the Department’s
organizational structure. This section highlights HHS’s goals and priorities and summarizes the
results for select key performance measures. It also highlights the Department’s financial results
and provides management’s assurances on HHS’s internal controls.

Section 2: Financial Section

The Financial Section begins with a message from the Chief Financial Officer. It details the
Department’s finances and includes the audit transmittal letter from the Inspector General, the
independent auditors’ report, and the principal financial statements and notes. The required
supplementary information included in this section provides the Combining Statement of
Budgetary Resources, and Deferred Maintenance and Repairs, and Social Insurance information.

Section 3: Other Information

The Other Information section begins with the Combined Schedule of Spending, Freeze the
Footprint baseline square footage cost and data, and Civil Monetary Penalty Adjustment for
Inflation information. It also includes the Improper Payments Information Act Report, a summary
of the results of the Department’s financial statement audit and management assurances, and the
Inspector General’s assessment of the Department’s management and performance challenges.

Appendices
The appendices include data that support the main sections of the AFR. This includes a glossary of
acronyms used in the report and resources for connecting with the Department.

The Department has chosen to produce an AFR and Annual Performance Plan and Report. In February 2017,
additional reports that will be available on HHS/About HHS/Budget & Performance (www.hhs.gov/about/budget)

include:

1.FY 2018 Annual Performance Plan and Report
2.FY 2018 Congressional Budget Justification
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Management’s
Discussion and Analysis

In This Section
e About the Department of Health and
Human Services
e Performance Goals, Objectives, and Results

* Systems, Legal Compliance, and Internal Control

* Management Assurances
* Looking Ahead to 2017

* Financial Summary and Highlights



Did you know?

This year marks the Centers for Disease Control and Prevention’s (CDC) 70th Anniversary. For

70 years, CDC has put proven science into action to keep Americans safe from health threats. Its

forerunner, the Communicable Disease Center was established on July 1, 1946, focusing on the

fight against malaria. Today, CDC is the nation’s premier promotion, disease prevention and

emergency preparedness agency and a global leader in public health.

CDC, circa 1946

HHS Historical Highlights

President Lincoln appointed a chemist
to serve in the new Department of
Agriculture. This was the beginning of
the Bureau of Chemistry, forerunner
to the Food and Drug Administration.

A federal network of hospitals for the
care of merchant seamen, forerunner to
today’s U.S. Public Health Service, was
established by the passage of an act for
the relief of sick and disabled seamen.

CDC Today

The federal government
opened a one-room
laboratory on Staten Island
for research on disease, a very
early forerunner to the
National Institutes of Health.

The first Supervising
Surgeon (later called the
Surgeon General) for the
Marine Hospital service

was appointed.

The Bureau of Indian
Affairs Health
Division, forerunner to
the Indian Health
Service, was created.

The National Institute (later
Institutes) of Health was
created out of the Public
Health Service’s Hygienic

Laboratory.

Communicable Disease
Center was established,
forerunner to the Centers
for Disease Control and
Prevention.

The Department of
Health, Education,
and Welfare was
created under
President
Eisenhower.

- FY 2016 Agency Financial Report | Department of Health and Human Services



ABOUT THE DEPARTMENT OF HEALTH AND HUMAN SERVICES

ABOUT THE DEPARTMENT OF HEALTH AND HUMAN SERVICES

Mission Statement

The mission of the United States (U.S.) Department of Health and Human Services (HHS) is to enhance the health
and well-being of Americans by providing for effective health and human services and by fostering sound,

SISATVNV NOISSNJSIA S, LNINIDVNVIN

sustained advances in the sciences, underlying medicine, public health, and social services.

Vision Statement
The vision of HHS is to provide the building blocks that Americans need to live healthy, successful lives.
Purpose

HHS is the U.S. government’s principal agency for protecting the health of all Americans, providing essential human
services, and promoting economic and social well-being for individuals, families, and communities, including
seniors and individuals with disabilities. HHS is responsible for almost a quarter of all federal outlays and
administers more grant dollars than all other federal agencies combined. HHS’s Medicare program is the nation’s
largest health insurer, handling more than one billion claims per year. Medicare and Medicaid together provide
health care insurance for 1 in 3 Americans.

HHS works closely with state and local governments, and many HHS-funded services are provided at the local level
by state or county agencies, or through private sector grantees. The HHS Office of the Secretary and its
11 Operating Divisions (OpDivs) administer more than 300 programs covering a wide spectrum of activities. In
addition to the services they deliver, HHS programs provide for equitable treatment of beneficiaries nationwide
and enable the collection of national health and other data. HHS, through its programs and partnerships:

e Provides health care coverage to more than 100 million people through Medicare, Medicaid, the
Children’s Health Insurance Program, and the Health Insurance Marketplace;

e Promotes patient safety and health care quality in health care settings and by health care providers, by
assuring the safety, effectiveness, quality, and security of foods, drugs, vaccines, and medical devices;

The first The Department of Education The Vaccines for The Centers for Medicare & Medicaid Services
Organization Act was signed into law, Children Program was created, replacing the Health Care
providing for a separate Department of was established, Financing Administration.
Education. The Department of Health, providing free
Education, and Welfare became the immunizations to
Department of Health and Human all children in low-
Services on May 4, 1980. income families.

Surgeon
General’s
Report on

Smoking and
Health was
released.

The
Affordable
Care Act was
HHS responds to the nation’s first bioterrorism signed into

attack — delivery of anthrax through the mail. law.

The Medicare Prescription Drug
The State Children’s Improvement and Modernization Act of
Health Insurance 2003 was enacted — the most significant
Program was created, expansion of Medicare since its
enabling states to extend enactment. It included a prescription
health coverage to more drug benefit.
uninsured children.

Medicare and Medicaid The Agency for Health
Care Policy and Research

(now the Agency for
Healthcare Research and
Quality) was created.

programs were created,
making comprehensive
health care available to
millions of Americans.
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ABOUT THE DEPARTMENT OF HEALTH AND HUMAN SERVICES

e Eliminates disparities in health, as well as health care access and quality, and protects vulnerable
individuals and communities from poor health and human services outcomes;

e  Conducts health and social science research with the largest source of funding for medical research in the
world, while creating hundreds of thousands of high-quality jobs for scientists in universities and research
institutions in every state across America and around the globe;

e Leverages health information technology to improve the quality of care and to use HHS data to drive
innovative solutions to health, public health, and human services challenges;

e Improves maternal and infant health; promotes the safety, well-being, and healthy development of
children and youth; and supports young people’s successful transition to adulthood;

e Promotes economic and social well-being for individuals, families, and communities, including seniors and
individuals with disabilities;

e Supports wellness efforts across the life span, from protecting mental health, to preventing risky
behaviors such as tobacco use and substance abuse, to promoting better nutrition and physical activity;

e Prevents and manages the impacts of infectious diseases and chronic diseases and conditions, including
the top causes of disease, disability, and death;

e Prepares Americans for, protects Americans from, and provides comprehensive responses to health,
safety, and security threats, both foreign and domestic, whether natural or man-made; and

e  Serves as responsible stewards of the public’s investments.

Organizational Structure

HHS’s organizational structure is designed to accomplish its mission and provide a framework for sound business
operations and management controls. The Office of the Secretary, with the Secretary, provides the overarching
vision and strategic direction for the Department, and leads HHS and its 11 OpDivs to provide a wide range of
services and benefits to the American people. Each OpDiv contributes to our mission and vision as follows:

ADMINISTRATION FOR

CHILDREN &% FAMILIES

Administration for Children and Families (ACF) is responsible for federal programs that promote the economic
and social well-being of families, children, individuals, and communities. ACF programs aim to empower families
and individuals to increase their economic independence and productivity, and encourage strong, healthy,
supportive communities that have a positive impact on quality of life and the development of children. For more

FACL

Administration for Community Living (ACL) was created around the fundamental principle that all people,

information, visit www.acf.hhs.gov.

regardless of age or disability, should be able to live where they choose, with the people they choose, and fully
participate in their communities. By advocating for older adults and people with disabilities, and the families and
caregivers of both across the federal government; funding services and supports provided by networks of
community-based organizations; and investments in research and innovation, ACL helps makes this principle a
reality for millions of Americans. For more information, visit www.acl.gov.

- FY 2016 Agency Financial Report | Department of Health and Human Services
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ABOUT THE DEPARTMENT OF HEALTH AND HUMAN SERVICES

AHRQ

Agency for Healthcare Research and Quality (AHRQ) produces evidence to make health care safer, higher quality,
more accessible, equitable, and affordable, and to work within HHS and with other partners to make sure that the
evidence is understood and used. This mission is supported by focusing on (1) improving health care quality,
(2) making health care safer, (3) increasing accessibility, and (4) improving health care affordability, efficiency, and
cost transparency. For more information, visit www.ahrg.gov.

ATSDR

AGENCY FOR TOXIC SUBSTANCES
AND DISEASE REGISTRY
Agency for Toxic Substances and Disease Registry (ATSDR) is charged with the prevention of exposure to toxic
substances and the prevention of the adverse health effects and diminished quality of life associated with
exposure to hazardous substances from waste sites, unplanned releases, and other sources of pollution present in
the environment. For more information, visit www.atsdr.cdc.gov.

’.. i
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CENTERS FOR DISEASE"
CONTROL AND PREVENTION

Centers for Disease Control and Prevention (CDC) collaborates to create the expertise, information, and tools
that people and communities need to protect their health through health promotion, prevention of disease, injury
and disability, and preparedness for new health threats. CDC works to protect America from health, safety, and
security threats, both foreign and domestic. Whether diseases start at home or abroad, are chronic or acute,
curable or preventable, human error or deliberate attack, CDC fights diseases and supports communities and
citizens to do the same. For more information, visit www.cdc.gov.

CMS

CENTERS FOR MEDICARE & MEDICAID SERVICES

Centers for Medicare & Medicaid Services (CMS) administers public insurance programs that serve as the primary
sources of health care coverage for seniors and a large population of medically vulnerable individuals. CMS acts as
a catalyst for enormous changes in the availability and quality of health care for all Americans. In addition to these
programs, CMS has the responsibility to ensure effective, up-to-date health care coverage, and to promote quality
care for beneficiaries. CMS is also responsible for helping to implement many provisions of the Patient Protection
and Affordable Care Act (Affordable Care Act), such as the establishment of the Federally Facilitated Marketplace.

For more information, visit www.cms.gov.

Food and Drug Administration (FDA) is responsible for protecting the public health by assuring the safety, efficacy,
and security of human and veterinary drugs, biological products, medical devices, our nation’s food supply,
cosmetics, and products that emit radiation.

Department of Health and Human Services | FY 2016 Agency Financial Report _
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ABOUT THE DEPARTMENT OF HEALTH AND HUMAN SERVICES

FDA is also responsible for advancing the public health by helping to speed innovations that make medicines more
effective, safer, and more affordable and by helping the public get the accurate, science-based information it
needs to use medicines and foods to maintain and improve their health. FDA also has responsibility for regulating
the manufacturing, marketing, and distribution of tobacco products to protect the public health and to reduce
tobacco use by minors.

Finally, FDA plays a significant role in the nation’s counterterrorism capability. FDA fulfills this responsibility by
ensuring the security of the food supply and by fostering development of medical products to respond to
deliberate and naturally emerging public health threats. For more information, visit www.fda.gov.

SHRS]
\J

Health Resources and Services Administration (HRSA) is responsible for improving access to health care by
strengthening the health care workforce, building healthy communities, and achieving health equity. HRSA’s
programs provide health care to people who are geographically isolated, and economically, or medically
vulnerable. For more information, visit www.hrsa.gov.

5 2
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Indian Health Service (IHS) is responsible for providing federal health services to American Indians and Alaska
Natives. The provision of health services to members of federally recognized tribes grew out of the special
government-to-government relationship between the federal government and Indian tribes. IHS is the principal
federal health care provider and health advocate for the Indian people, with the goal of raising Indian health status
to the highest possible level. IHS provides a comprehensive health service delivery system for approximately
2.2 million American Indians and Alaska Natives who belong to 567 federally recognized tribes in 36 states. For
more information, visit www.ihs.gov.

National Institutes of Health (NIH) seeks fundamental knowledge about the nature and behavior of living systems
and the application of that knowledge to enhance health, lengthen life, and reduce illness and disability. For more

XSAMHSA

Substance Abuse and Mental Health Services Administration (SAMHSA) is responsible for reducing the impact of

information, visit www.nih.gov.

substance abuse and mental illness on America’s communities. SAMHSA accomplishes its mission by providing
leadership, developing service capacity, communicating with the public, setting standards, and improving
behavioral health practice in communities, in both primary and specialty care settings. For more information, visit

www.samhsa.gov.
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ABOUT THE DEPARTMENT OF HEALTH AND HUMAN SERVICES

In addition, the following Staff Divisions (StaffDivs) report directly to the Secretary, managing programs and
supporting the OpDivs in carrying out the Department’s mission. The primary goal of the Department’s StaffDivs is
to provide leadership, direction, and policy and management guidance to the Department. The StaffDivs are:

e Immediate Office of the Secretary (www.hhs.gov/about/agencies/staff-divisions/immediate-office-secretary)

— The Executive Secretariat (www.hhs.gov/about/agencies/staff-divisions/immediate-office-

secretary/executive-secretariat/index.html)
—  Office of Health Reform
—  Office of Intergovernmental and External Affairs (www.hhs.gov/about/agencies/iea/index.html)

e  Office of the Assistant Secretary for Administration (www.hhs.gov/asa/index.html)

—  Program Support Center (www.psc.gov/)
e  Office of the Assistant Secretary for Financial Resources (www.hhs.gov/about/agencies/asfr/index.html)

e  Office of the Assistant Secretary for Health (www.hhs.gov/ash)

e  Office of the Assistant Secretary for Legislation (www.hhs.gov/asl/)

e  Office of the Assistant Secretary for Planning and Evaluation (www.aspe.hhs.gov/)

e Office of the Assistant Secretary for Preparedness and Response (www.phe.gov/about/pages/default.aspx)

e Office of the Assistant Secretary for Public Affairs (www.hhs.gov/about/agencies/aspa/index.html)

e  Office for Civil Rights (www.hhs.gov/ocr)

e Departmental Appeals Board (www.hhs.gov/dab/)

e Office of the General Counsel (www.hhs.gov/about/agencies/ogc/index.html)

e Office of Global Affairs (www.hhs.gov/about/agencies/oga)

e  Office of Inspector General (www.oig.hhs.gov/)

e  Office of Medicare Hearings and Appeals (www.hhs.gov/about/agencies/omha/index.html)

e Office of the National Coordinator for Health Information Technology (www.healthit.gov/newsroom/

about-onc)

The HHS organizational chart, which consists of the Office of the Secretary and the noted StaffDivs and OpDivs, is
presented on the next page. For further information regarding our organization, components, and programs, visit
our website at www.hhs.gov.

Office of the Assistant Secretary for Preparedness
and Response operations experts prepare for
Hurricane Matthew.
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PERFORMANCE GOALS, OBJECTIVES, AND RESULTS

Overview of Strategic and Agency Priority Goals

Every 4 years HHS updates its strategic plan, which describes its work to address complex, multifaceted, and
evolving health and human services issues. An agency strategic plan is 1 of 3 main elements required by the
Government Performance and Results Act of 1993 (GPRA) and the GPRA Modernization Act of 2010. The
Department’s Strategic Plan (Plan) defines its mission, goals, and the means by which it will measure its progress in
addressing specific national problems over a four-year period. In addition, each of the Department’s OpDivs and
StaffDivs contribute to the development of the strategic plan, as reflected in the Plan’s strategic goals, objectives,
strategies, and performance goals.

Strategic Goals

The HHS Strategic Plan FY 2014 - 2018 (www.hhs.gov/about/strategic-plan/index.html) describes the
Department’s efforts within the context of broad strategic goals. This Plan identifies 4 strategic goals and

21 related objectives. The four strategic goals are:
Goal 1: Strengthen Health Care
Goal 2: Advance Scientific Knowledge and Innovation
Goal 3: Advance the Health, Safety, and Well-being of the American People
Goal 4: Ensure Efficiency, Transparency, Accountability, and Effectiveness of HHS Programs

The strategic goals and associated objectives focus on the major functions of HHS. Although the strategic goals
and objectives in the Plan are presented as separate sections, they are interrelated, and successful achievement of
one strategic goal or objective can influence the success of others. For example, the application of a promising
new scientific discovery (Strategic Goal 2) can affect the quality of health care patients receive (Strategic Goal 1)
and/or the success of human service programs (Strategic Goal 3). Improving economic well-being and other social
determinants of health (Strategic Goal 3) can improve health outcomes (Strategic Goal 1). Responsible
management and stewardship of federal resources (Strategic Goal 4) can create efficiencies the Department can
leverage to advance its health, public health, research, and human services goals. For the third consecutive year,
HHS conducted an annual Strategic Review, which consisted of various senior Department leaders reviewing
performance data, evidence, and other factors for the 21 objectives. The annual review allows HHS leadership to
undertake a high-level look at results, challenges, and future initiatives across the Department.

Agency Priority Goals

HHS uses Agency Priority Goals (APGs) to improve performance and accountability. HHS developed APGs by
collaborating across the Department to identify activities that would reflect HHS priorities and benefit from the
focus of the APG process. These goals are a set of ambitious but realistic performance objectives that the
Department will strive to achieve within a 24-month period. For FY 2016 — FY 2017, HHS developed a new set of
APGs. Altogether, these APGs involve work from 14 OpDivs and StaffDivs, combined. HHS is currently engaged in
the following APGs that support the achievement of our strategic goals:

APG 1: Shift Medicare health care payments from volume to value

APG 2: Improve the quality of early childhood programs for low-income children

Department of Health and Human Services | FY 2016 Agency Financial Report
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PERFORMANCE GOALS, OBJECTIVES, AND RESULTS

APG 3: Improve the timeliness of initiation into treatment for individuals with serious mental illness
APG 4: Combating antibiotic-resistant bacteria

APG 5: Reduce opioid-related morbidity and mortality

APG 6: Reduce foodborne illness

APG 7: Reduce the annual adult combustible tobacco consumption in the U.S.

The knowledge gained through collaboration and during data-driven reviews has supported the development of
our APGs. For more information on HHS’s APGs, please visit Performance.gov (www.performance.gov/agency/

department-health-and-human-services?view=public#fapg). HHS performance initiatives, including APGs, continue

to influence plans and policies as demonstrated in the Department’s Strategic Plan, which guides our efforts into
the future.

Looking Back at FY 2016 Performance and Budget

It is helpful to look at how HHS invests resources toward fulfilling the Department’s mission through its strategic
goals. Below are two charts that show the proportion of financial resources that are primarily dedicated to
achieving each strategic goal.

Although HHS funding is categorized here by strategic goals, many of the programs in HHS are crosscutting in
nature and support a number of strategic goals. The chart on the left provides the breakdown of the HHS budget
by strategic goal. The majority of the Department’s funding was primarily associated with Goal 1 because of the
large amount of money invested in delivering quality care and services through Medicare, Medicaid, and the
Children’s Health Insurance Program (CHIP). For FY 2016, of the four strategic goals, 89.6 percent of funding was
spent on Goal 1, 2.9 percent on Goal 2, 6.2 percent on Goal 3, and 1.3 percent on Goal 4.

The chart on the right illustrates the HHS FY 2016 budget excluding the costs of Medicare, Medicaid, and CHIP. Of
the four strategic goals excluding Medicare, Medicaid, and CHIP, 19.1 percent was spent on Goal 1, 22.4 percent
on Goal 2, 48.5 percent on Goal 3, and 10.0 percent on Goal 4.

Total FY 2016 FY 2016 HHS Budget Excluding
HHS Budget Medicare, Medicaid, and CHIP
" 1.3% W 48.5%

B 10.0%
H 6.2%

H 2.9%

= 89.6%
m 22.4% " 19.1%

® Goal 1: Strengthen Health Care

® Goal 2: Advance Scientific Knowledge and Innovation

@ Goal 3: Advance the Health, Safety, and Well-being of the American People

® Goal 4: Ensure Efficiency, Transparency, Accountability, and Effectiveness of HHS Programs
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Performance Management

HHS continues to engage with individuals across the federal performance management community to implement
best practices and refine processes. These refinements and lessons learned have also influenced future plans and
priorities. Refer to the “Looking Ahead to 2017” section for further details. HHS will actively monitor progress and
work toward achieving our APGs through quarterly data-driven reviews and other mechanisms. The most recent
data, accomplishments, and future actions on HHS APGs as well as information on previous APG cycles, can be
found on Performance.gov (www.performance.gov/agency/department-health-and-human-services). The website

provides information on the measures and milestones used by HHS to track progress toward these goals.

In addition to the APGs and strategic reviews, HHS reported data on 144 performance measures in its FY 2017 HHS
Annual Performance Plan and Report. These measures represent important issue areas being addressed by the
health care and human services communities. The performance measures present a powerful tool to improve HHS
operations and help to advance an effective, efficient, and productive government. HHS regularly collects and
analyzes performance data to inform decisions. While HHS does not yet have FY 2016 data available for all
measures due to the lag associated with data collection and reporting of results in the FY 2016 AFR, HHS’s OpDivs
and StaffDivs constantly strive to find lower-cost ways to achieve positive impacts in addition to sustaining and
fostering the replication of effective and efficient government programs. For more information on results from
FY 2016 and earlier, please consult the HHS Annual Performance Plan and Report (www.hhs.gov/about/

budget/fy2017/performance/index.html), released annually along with the President’s Budget.

Performance Results

The performance results in this section represent key measures and performance highlights demonstrating
progress toward each HHS strategic goal.

The accomplishments and performance trends, including progress on HHS APGs, underscore HHS’s dedication to
sustained performance improvement and emphasis on working to meet the Department’s four strategic goals.
Targets presented within the tables represent performance expectations based on a number of factors and may
not exceed the previous years’ results, although they may represent an improvement over previous years' targets.
The status row within each performance measure table indicates whether or not targets that were met or
exceeded for the applicable period. Some results were not available at the time of this report due to the lag
associated with data collection requirements. The target is displayed to show planned progress. More updated
information will be available in the FY 2018 Annual Performance Plan and Report (www.hhs.gov/about/budget).
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PERFORMANCE GOALS, OBJECTIVES, AND RESULTS

Strategic Goal 1
Strengthen Health Care

Objectives

1.A. Make coverage more secure for those

who have insurance and extend
affordable coverage to the uninsured

. Improve health care quality and patient

safety

. Emphasize primary and preventive care,

linked with community prevention

services

.Reduce the growth of health care costs

while promoting high-value, effective
care

. Ensure access to quality, culturally

competent care, including long-term

Strategic Goal 1: Strengthen Health Care

The intent of the Affordable Care Act was to transform
and modernize the American health care system. As 2016
draws to a close, HHS continues to drive the effort to
strengthen and modernize health care to improve patient
outcomes. Through its programs, HHS also promotes
efficiency and accountability, ensures patient safety,
encourages shared responsibility, and works toward high-
value health care. In addition to addressing these
responsibilities, HHS is improving access to culturally
competent, quality health care for uninsured,
underserved, and vulnerable populations.

Health Care Payment Reform. To build a health care
system that delivers better care, that is smarter about
how dollars are spent, and that makes people healthier,
the Affordable Care Act created a number of new

services and support, for vulnerable programs and payment models with goals of rewarding
’

populations
. Improve health care and population

value and quality. These models include Accountable Care
Organization models, medical home models focused on

health through meaningful use of health primary care, and new models of bundling payments for

information technology episodes of care. In these alternative payment models,

health care providers are accountable for the quality and
cost of the care they deliver to patients and have a
financial incentive to coordinate care for their patients — who are therefore more likely to receive high quality,
team-based care. In March 2016, HHS announced that we were on track to meet the 2016 target ahead of
schedule. However, HHS cannot calculate the percentage of Medicare Fee-For-Service (FFS) payments tied to
quality and value until reconciled claims data are available 9 months after the end of each calendar year, leading to
the significant time gap between the end of the calendar year and when results are available.

APG 1 - Shift Medicare health care payments from volume to value
Performance Measure: Percent of Medicare FFS payments

tied to Quality and Value in Alternative Payment Models
Unit of Measurement: Percent

Target - 26% 30% 40%

Result

Status

22%

Nov 30, 2016

Nov 30, 2017

Nov 30, 2018

Baseline

Pending

Pending

Pending

Serious Mental lllness. Individuals with serious mental illness are a high-need, high-cost population. They are
frequent utilizers of emergency departments and have high rates of readmission to inpatient care, especially when
co-occurring substance use disorders are present. In addition, people with serious mental iliness often have co-
morbid physical health conditions and shorter life expectancies than people without serious mental illness,
primarily due to co-occurring physical health conditions that too often go unaddressed. Individuals with serious
mental illness often experience barriers to treatment, including difficulty accessing and initiating
treatment. Significant delays in the identification and treatment of serious mental illness are common; for

example, research has repeatedly found that individuals with psychosis in the U.S. often do not receive

FY 2016 Agency Financial Report | Department of Health and Human Services



PERFORMANCE GOALS, OBJECTIVES, AND RESULTS

appropriate treatment for that condition for 1 to 3 years. HHS’s Serious Mental Iliness Initiative builds on activities
that are currently underway in various HHS agencies; these activities are coordinated through the HHS Behavioral
Health Coordinating Council (BHCC). The BHCC subcommittee on serious mental illness is critical to the
implementation of the Initiative, which is also oriented toward achievement of this APG on serious mental illness.

APG 3 - Improve the timeliness of initiation into treatment for individuals with serious mental iliness
Performance Measure: Increase access to early intervention services

by increasing the number of states with early intervention programs
Unit of Measurement: States

FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Target - - 20 states
Result 13 states 25 states Sept 30, 2017

Status Baseline Baseline Pending

Combating Antibiotic-Resistant Bacteria. Antibiotics have
been a critical public health tool since the discovery of
penicillin in 1928, saving the lives of millions of people around
the world. Today, however, the emergence of drug resistance
in bacteria is reversing the miracles of the past 80 years, with

Did you know?
drug choices for the treatment of many bacterial infections

becoming increasingly limited, expensive, and, in some cases,

nonexistent. CDC estimates that drug-resistant bacteria Antibiotics are among the most commonly

cause two million illnesses and approximately 23,000 deaths prescribed drugs used in human medicine,

each year in the U.S. alone. At least one-third of antibiotics and can often be lifesaving. However, up

used in inpatient settings are either unnecessary or to 50 percent of the time antibiotics are

inappropriately prescribed.  Implementation of antibiotic not optimally prescribed, often done so
stewardship programs in hospitals will help ensure that when not needed, or with an incorrect
hospitalized patients receive the right antibiotic, at the right dosage or duration.
dose, at the right time, and for the right duration. Improved
antibiotic use leads to reduced mortality, reduced risk of
Clostridium difficile-associated diarrhea, shorter hospital
stays, reduced overall antibiotic resistance within the

hospital, and increased cost savings.

APG 4 — Combating Antibiotic-Resistant Bacteria
Performance Measure: Increasing the percent of hospitals that report implementation of antibiotic stewardship

programs that comply with all of the CDC Core Elements for Hospital Antibiotic Stewardship Programs
Unit of Measurement: Percent

FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Target - - 50.0% 59.0%
Result 39.2% 40.9% July 31,2017 | July 31,2018
Status Baseline Baseline Pending Pending

Opioid Morbidity and Mortality. Opioid misuse and overdose present a nationwide public health challenge.
Death by drug overdose is the leading cause of injury death in the U.S., with deaths from opioids in particular
increasing precipitously in the twenty-first century. Overdose deaths from prescription opioids, such as
oxycodone, hydrocodone, and morphine, have more than quadrupled over the period 1999 — 2013. Overdose
deaths involving heroin have increased significantly in recent years, more than tripling from 2010 — 2014. Agencies
across HHS recognize the urgency of halting the rise of opioid use disorder and overdose, and are working to
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PERFORMANCE GOALS, OBJECTIVES, AND RESULTS

develop and implement the most effective interventions, from prevention through treatment. By September 30,
2017, opioid-related overdose death and opioid use disorder will be addressed through the three priority areas of
reforming opioid prescribing practices, increasing the use of naloxone, and expanding access to and use of
medication-assisted treatment for opioid use disorders.

APG 5 - Reduce opioid-related morbidity and mortality

Performance Measure: Decrease the total morphine milligram equivalents (MMEs) dispensed
Unit of Measurement: MMEs
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FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Target N/A N/A N/A N/A 53,237,426,263 | 50,435,456,459
Result | 62,835,579,985 | 60,493,554,681 | 59,352,680,649 | 55,734,326,020 Nov 30, 2016 Nov 30, 2017
Status Historical Historical Historical Historical Pending Pending
Actual Actual Actual Actual

Performance Measure: Increase the number of prescriptions dispensed for naloxone
Unit of Measurement: Prescriptions

‘ FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Target N/A N/A N/A N/A 4,771 5,104
Result 396 351 2,038 7,658 Nov 30, 2016 Nov 30, 2017
Status Historical Historical Historical Historical Pending Pending
Actual Actual Actual Actual

Performance Measure: Increase the number of unique patients receiving prescriptions

for buprenorphine (BUP) and naltrexone (NAL) in a retail setting
Unit of Measurement: Patients

FY 2014 FY 2014 FY 2015 FY 2015 FY 2016 FY 2016 FY 2017 FY 2017

FY 2012 FY 2013

(BUP) (NAL) (BUP) (NAL) (BUP) (NAL) (BUP) (NAL)
Target N/A N/A N/A N/A 915,207 | 112,398 958,788 | 117,750
Nov 30, Nov 30, Nov 30, Nov 30,
Result 807,555 85,494 909,656 121,067 2016 2016 5017 5017
Status Historical | Historical | Historical | Historical . . . .
Actual Actual Actual Actual Pending | Pending Pending | Pending

Did you know?

In 2015, nearly 2.4 million Americans had an opioid use disorder,
and close to 80 percent of them did not receive treatment.

AHRQ’s Patient Safety Network (PSNet). AHRQ PSNet (psnet.ahrg.gov) is a web-based resource featuring the
latest news and essential information on patient safety. In 2001, AHRQ launched a web-based morbidity and
mortality conference called WebM&M to facilitate the posting of anonymous cases of medical errors or near
misses, accompanied by commentaries written by experts that articulated lessons learned in a thoughtful,
evidence-based, and engaging way. Over the nearly 15-year existence of WebM&M, the site has received millions
of visits, awarded nearly 70,000 hours of CME credit, and published over 360 cases which have been widely used in
teaching.

In the first 6 months of 2016, the new AHRQ PSNet has already received almost 600,000 visits. User responses to
the site’s last satisfaction survey are overwhelmingly positive: 92 percent of PSNet and 86 percent of WebM&M
respondents stated they were likely to recommend these sites as resources on patient safety. Supported by a
robust patient safety taxonomy and web architecture, AHRQ PSNet provides powerful searching and browsing
capability, as well as the ability for diverse users to customize the site around their interests.

FY 2016 Agency Financial Report | Department of Health and Human Services
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Strategic Goal 2: Advance Scientific Knowledge
and Innovation

HHS is expanding its scientific understanding of how best
to advance health care, public health, human services, and
biomedical research, and to ensure the availability of safe
medical and food products. Chief among these efforts is
the identification, implementation, and rigorous
evaluation of new approaches in science, health care,
public health, and human services. These efforts
encourage efficiency, effectiveness, sustainability, and
sharing or translating that knowledge into better products
and services.

Data for evidence-based decision making. In FY 2015,
CDC published over 250 Morbidity and Mortality Weekly
Reports (MMWRs) and increased total electronic media

Strategic Goal 2

Advance Scientific Knowledge and Innovation

Objectives

2.A Accelerate the process of scientific

2.B

discovery to improve health

Foster and apply innovative solutions to
health, public health, and human
services challenges

Advance the regulatory sciences to
enhance food safety, improve medical
product development, and support
tobacco regulation

Increase our understanding of what
works in public health and human
services practice
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reach to 23.0 million potential viewings. The MMWR
series provides critical epidemiological data and
recommendations  to

Improve laboratory, surveillance, and
epidemiology capacity

clinicians,
laboratorians, and other public health professionals. Fifty-

two reports were published regarding Ebola, with the publications serving as critical CDC tools for disseminating

epidemiologists,

scientific and public health information about the international Ebola response. CDC also published several
MMWRs regarding laboratory practices and capacity, including Competency Guidelines for Public Health
Laboratory Professionals. In FY 2016, in support of the international Zika response, CDC published 34 reports
regarding Zika, serving as critical CDC tools for disseminating guidance and scientific and public health information.
Also in FY 2016, the MMWR publication received its first Journal Impact Factor, which measures the impact of a
publication based on the frequency articles are cited. It was ranked second of the 170 journals in the category of
Public, Environmental and Occupational Health. Since January 2016, CDC has released 26 scientific resources and
guidance documents related to transmission, control, and treatment of the Zika virus disease in the MMWR.

CDC microbiologist works with a test developed
for the Zika virus response.
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PERFORMANCE GOALS, OBJECTIVES, AND RESULTS

New imaging methods for post-stroke care. The blood-brain
barrier is a layer of cells that protects the brain from harmful
molecules passing through the bloodstream. After stroke, the
barrier is disrupted, becoming permeable and losing control
over what gets into the brain. In a study of stroke patients, NIH
investigators confirmed through magnetic resonance imaging
(MRI) brain scans that there was an association between the
extent of disruption to the blood-brain barrier and the severity
of bleeding following invasive stroke therapy. These findings
are part of the Diffusion and Perfusion Imaging Evaluation for
Understanding Stroke Evolution (DEFUSE)-2 Study, which was
designed to see how MRIs can help determine which patients
undergo endovascular therapy (removing a blood clot or
breaking it up with a stent) following ischemic stroke. Ischemic
stroke patients are increasingly receiving combination therapy,

NIH DEFUSE-2 MRI brain scans from a stroke
patient, illustrating improved blood flow. The MRI
helps doctors determine the most effective
therapy approach; over the next month, this
patient made a nearly complete recovery.

endovascular treatment along with an intravenous drug known
as tissue plasminogen activator (t-PA), to effectively break up
clots in the brain. However, bleeding into the damaged brain

tissue is a serious complication of both acute stroke therapies.
This research has led to a large phase Il clinical trial, currently
being conducted in the NIH Stroke Network, to evaluate the
role of these imaging techniques in identifying patients likely to
benefit from new approaches to endovascular therapy.

International Field Epidemiology Training Programs. Since 1980, CDC has developed international Field
Epidemiology Training Programs (FETPs) serving over 70 countries that have graduated over 3,600 epidemiologists.
Through FETPs, CDC helps establish a network of disease detectives around the globe that are the first line of
defense in detecting and responding to outbreaks in their respective countries as well as neighboring countries. In
FY 2015, CDC exceeded its target for new residents by more than 20 percent over FY 2014, a nearly 75 percent
increase since FY 2012. On average, over 80 percent of FETP graduates work within their Ministry of Health after
graduation and many assume key leadership positions, such as the National Director of Tuberculosis program and
National Director of Chronic Disease program in the Dominican Republic. The total number of new FETP residents
increased in FY 2015 to 483, strengthening global health ministries’ ability to detect and respond to outbreaks.
Their presence enhances sustainable public health capacity in these countries, which is critical in transitioning U.S.-
led global health investments to long-term host-country ownership. CDC is planning for a level number of new
residents in FY 2017 based on current participation and funding considerations. FETP activities are supported by
funding from CDC appropriations and inter-agency agreements with the Department of Defense, Department of
State, and the U.S. Agency for International Development. Policy changes within those agencies may affect the
future number of FETPs supported, which may require adjustments to targets.

Performance Measure: Increase epidemiology and laboratory capacity within

global health ministries through the FETP New Residents
Unit of Measurement: New Residents

FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Target 179 255 430 430 430 430
Result 280 300 402 483 June 30, 2017 | June 30, 2018
Target Not
Target Target Target . .
Status Exceeded Exceeded Met but Exceeded Pending Pending
Improved
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Strategic Goal 3: Advance the Health, Safety,
and Well-Being of the American People

HHS strives to promote the health, economic, and social
well-being of children, people with disabilities, and older
adults while improving wellness for all. To meet this goal,
the Department is employing evidence-based strategies to
strengthen families and to improve outcomes for children,
adults, and communities. A focus on prevention underlies
each objective and strategy associated with this goal.

Quality Rating and Improvement Systems with High-
Quality Benchmarks. The “Improve the quality of early
childhood programs for low-income children” APG
(www.performance.gov/content/improve-quality-early-

childhood-programs-low-income-children) calls for actions

to improve the quality of programs for children of low-
income families, namely Head Start and Child Care. For
the Child Care program, the aim is to increase the number
of states with Quality Rating and Improvement Systems
(QRIS) that meet the seven high quality benchmarks for
child care and other early childhood programs developed
by HHS. QRIS is a mechanism used to improve the quality
of child care available in communities and to increase

Strategic Goal 3

Advance the Health, Safety and Well-being of

the American People

Objectives

Promote the safety, well-being,
resilience, and healthy development of
children and youth

Promote economic and social well-being
for individuals, families, and
communities

Improve the accessibility and quality of
supportive services for people with
disabilities and older adults

Promote prevention and wellness across

the life span

Reduce the occurrence of infectious
diseases

Protect Americans’ health and safety
during emergencies, and foster
resilience to withstand and respond to
emergencies

parents’ knowledge and understanding of available child care options. Through FY 2015, 32 states had a QRIS that
met high-quality benchmarks, meeting the APG target. States expanded from pilot programs to state-wide
systems, added financial incentives for child care providers, and increased availability of quality information,
leading them to meet more components of the QRIS measure.

APG 2 - Improve the quality of early childhood programs for low-income children
Performance Measure: Increase the number of states with QRIS that meet high quality benchmarks

for child care and other early childhood programs developed by HHS
Unit of Measurement: States

FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Target 20 states 25 states 29 states 32 states 35 states 37 states
Result 19 states 27 states 29 states 32 states June 30, 2017 | June 30, 2018
Target Not
Target . .
Status Met but Target Met Target Met Pending Pending
Exceeded
Improved

Reduction in Head Start Grantees Receiving a Low Score on the Classroom Assessment Scoring System (CLASS:
Pre-K). In support of this APG, ACF is striving to increase the percentage of Head Start children in high quality
classrooms. Progress is measured by reducing the proportion of Head Start grantees that score in the low range
on any of the three domains of the CLASS: Pre-K, a research-based tool that measures teacher-child interaction on
a seven-point scale in three broad domains: Emotional Support, Classroom Organization, and Instructional
Support. An analysis of CLASS scores for FY 2016 indicates that 24 percent of grantees scored in the low range,
exceeding the target of 25 percent. All grantees scoring in the low range did so on the Instructional Support
domain.

Department of Health and Human Services | FY 2016 Agency Financial Report
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PERFORMANCE GOALS, OBJECTIVES, AND RESULTS

ACF continues to invest in building its CLASS related resources and making those resources available to grantees.
In response to the data from the FY 2013 CLASS reviews, ACF provides more intentional targeted assistance to
those grantees that score in the low range on CLASS. ACF continues to conduct more analysis on the specific
dimensions that are particularly challenging for those grantees, such as concept development and language
modeling, and tailor the technical assistance for grantees based on their specific needs.

A recent analysis of data from the Family and Child Experience Survey (FACES), a federally funded nationally
representative survey of Head Start programs, provides some evidence that grantee scores on domains of the
CLASS have improved over time. This analysis demonstrates that over time fewer classrooms scored in the “low”
range and more classrooms scored in the “mid” to “high” range on Instructional Support. FACES data also shows a
statistically significant increase in the average score and the percentage of Head Start classrooms scoring 3 or
higher on Instructional Support between 2006 and 2014. Overall, Head Start classrooms regularly score above a
5in Emotional Support and Classroom Organization. The FACES data analysis showed that over time fewer
classrooms scored in the “mid” range and more classrooms scored in the “high” range on Emotional Support.

APG 2 - Improve the quality of early childhood programs for low-income children
Performance Measure: Reduce the proportion of Head Start grantees

receiving a score in the low range on the basis of CLASS: Pre-K
Unit of Measurement: Percent

FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Target - 23% 27% 26% 25% 24%
Result 25% 31% 23% 22% 24% Jan 31, 2018
. Target Not Target Target Target .
Status Baseline Met Exceeded Exceeded Exceeded Pending

Did you know?

Head Start helps families obtain health
insurance, find services for children with
disabilities, secure adequate housing,
participate in job training, and more.

Head Start Teachers with Degrees in Early Childhood Education. In addition to looking at classroom quality
through the CLASS measure, the ACF Office of Head Start (OHS) is also emphasizing the credentials of classroom
teachers by striving to increase the percentage of Head Start and Early Head Start teachers with a Bachelor’s
Degree (BA) degree. In doing so, OHS is prioritizing a distinct but complementary goal in boosting the quality of
Head Start programs. This measure is distinct in that it looks at credentials for both Head Start and Early Head
Start teachers, rather than focusing on the credentials of Head Start pre-school teachers. The most recent results
for this performance measure indicate that in FY 2016, 55 percent of Head Start and Early Head Start teachers
have a BA or higher, missing the target of 62 percent.

Analysis of the data indicates that a key reason for the decrease relative to the prior year is that a lower
percentage of teachers in Early Head Start-Child Care partnership (EHS-CCP) programs have BA degrees. This year
is the first year the Program Information Report, the annual survey of Head Start grantees, collects data on these
teachers, which has an effect on our national average. The purpose of the EHS-CCP grants is to improve the care of
infants and toddlers through partnerships with Early Head Start programs and child care programs that agree to
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meet the Head Start Program Performance Standards, which includes requirements for teacher qualifications. We
anticipate qualifications will increase through these continued partnerships.

To continue the trend of increasing the number of teachers with a BA or higher, ACF is investing in an initiative
called Early EdU, which is a higher education alliance working to advance early childhood teaching by providing
online courses for early childhood educators so they can pursue a BA. ACF is also working within states
to strengthen early care and education professional development systems and promote articulation agreements
within and across institutions of higher education. Articulation agreements allow students to apply credits
earned in one program toward another program, which facilitates them moving along their educational pathway
toward a BA.

APG 2 - Improve the quality of early childhood programs for low-income children
Performance Measure: Increase the percentage of teachers in Head Start
and Early Head Start that have a BA or higher

Unit of Measurement: Percent

FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Target N/A N/A N/A N/A 62% 57%
Result 52% 55% 58% 60% 55% Jan 31, 2018
Status Historical Historical Historical Historical Target Not Pending
Actual Actual Actual Actual Met

Reduce Foodborne lliness. Listeria monocytogenes (L.m.) infections
are one of the leading causes of death from foodborne illness in the
U.S., resulting in an estimated 1,600 illnesses and 260 deaths each
year. Outbreak investigations determine which foods are
responsible for illness and can lead to important food safety
improvements.  For example, recent investigations identified
previously unknown sources of L.m. illnesses—cantaloupe, ice
cream, and caramel apples—and focused attention on preventing
contamination of these products. However, finding the source of
clusters of L.m. illnesses is difficult. Determining if the same strain of
L.m. is making people sick, meaning the illnesses likely came from
the same food source, requires intensive investigation. Clusters of
illnesses caused by L.m. strains with the same genetic fingerprint are
often small. Figuring out what ill persons ate in common is often

very difficult; especially when some are too sick for interviews or

have died and the long incubation period makes it more difficult for A member of the FDA Whole Geno

Sequencing Team in a lab.

patients to remember what and where they ate. More complete
information from patient interviews, information about isolations of
L.m. from food and the environment, and whole genome sequencing
of strains can all help to identify the source of outbreaks. When
food sources and the cause of contamination are identified, food
safety changes can be implemented throughout an industry and
prevent future outbreaks.
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PERFORMANCE GOALS, OBJECTIVES, AND RESULTS

APG 6 — Reduce Foodborne lliness

Performance Measure: Reduce the incidence rate of Listeria
Unit of Measurement: Reported Cases per 100,000 population per year

CY 2012 CY 2013 CY 2014 CY 2015 CY 2016 CY 2017
Target - - - - - 22
cases/100,000
Result .26 .25 .24 .24 March 31, March 31,
cases/100,000 | cases/100,000 | cases/100,000 | cases/100,000 2017 2018
Status Baseline Baseline Baseline Baseline Pending Pending

Combustible Tobacco Consumption (Cigarette Equivalents). Smoking and secondhand smoke kill an estimated
480,000 people in the U.S. each year. For every smoker who dies from a smoking-attributable disease, another
30 live with a serious smoking-related disease. Smoking costs the U.S. $170 billion in medical costs and
$156 billion in lost productivity each year. An estimated 58 million nonsmoking Americans are exposed to
secondhand smoke, which causes more than 41,000 deaths in non-smoking adults each year. While smoking
among adults in the U.S. has decreased significantly from a decade ago, the decline in adult smoking rates has
slowed, concurrent with reductions in state investments in tobacco control programs. In addition, the coordinated
efforts of the APG to reduce tobacco use (www.performance.gov/content/reduce-annual-adult-combustible-

tobacco-consumption-united-states) have resulted in reductions in adult cigarette consumption, based on FY 2013

results (reported in June 2014). For FY 2015, the annual per capita adult cigarette consumption fell to
1,211 cigarettes, but missed the FY 2015 target of 1,174 (37 cigarette equivalents). However, the FY 2014 results
(the most recent available data) of other combustible tobacco use indicators are tracking lower usage across both
adults and youth:

e Percentage of adult smokers — 16.8 percent; exceeding the FY 2014 target of 18 percent (National Health
Interview Survey)

e Percentage of adult smokers who last smoked 6 months to 1 year ago — 7.6 percent; exceeding the
FY 2014 target of 7.2 percent (National Health Interview Survey)

e Percentage of children/adolescents initiation — 3.8 percent; exceeding the FY 2014 target of 4.7 percent
(National Survey on Drug Use and Health)

e Percentage of young adults initiation — 7.2 percent; exceeding the FY 2014 target of 7.5 percent (National
Survey on Drug Use and Health)

CDC plans to continue conducting applied research on the health effects and patterns of use of emerging tobacco
products to inform the American public as well as decision makers. CDC is also modifying its surveillance systems
to ensure it is able to capture relevant data on new products and shifting patterns of use. CDC will continue to
communicate about these evolving issues to the American public, through media, such as the Tips from Former
Smokers national education campaign.

APG 7 - Reduce the annual adult combustible tobacco consumption in the United States

Performance Measure: Annual Per Capita Combustible Tobacco Consumption by Adults in the U.S.
Unit of Measurement: Cigarette Equivalents per Capita

FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Tarset ) 1,259 per 1,212 per 1,174 per 1,145 per 1,127 per
& capita capita capita capita capita
Result N/A 1,277 per 1,216 per L21lper 1) 031 2017 | July 31,2018
capita capita capita
Target Not Target Not
Status Set Baseline Tarf/ithOt Met but Met but Pending Pending
Improved Improved
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National Family Caregiver Support Program. Families are the nation’s primary provider of long-term care, but a
number of factors including financial constraints, work and family demands, and the many challenges of providing
care places great pressure on family caregivers. Better support for informal caregivers is critical because often it is
their availability that determines whether an older person can remain in his or her home. In 2013, approximately
34.2 million adult caregivers provided uncompensated care to those 50 years and older. The economic cost of
replacing unpaid caregiving of elderly adults is estimated to be between $470 billion and $522 billion annually.
ACL’s Administration on Aging Family Caregiver Support Program provides services and supports that lessen the
strain and make caregiving easier for family caregivers, such as information, counseling and training, respite care
and supplemental services. Since 2008, program participants have rated services good to excellent consistently
above the target level of 90 percent. Nearly 75 percent of program participants reported that services enabled
them to provide care longer than otherwise would have been possible and the same percent report feeling less
stressed due to services. It should also be noted that results of an ACL evaluation of the National Family Caregiver
Support Program (NFCSP) show that states reported being able to serve greater numbers of family caregivers as a
result of the NFCSP. This includes a 260 percent increase, from before the NFCSP was implemented, in support
group services (an increase from 15 to 54 states) and a 227 percent increase in training and education services for
caregivers (an increase from 15 to 49 states). Of 53 reporting states, about half (45 percent) answered that the
NFCSP is the only state-administered caregiver program.

Performance Measure: Maintain at 90% or higher the percentage of NFCSP

clients who rate services good to excellent
Unit of Measurement: Percent

FY2012 | FY2013  FY2014 FY 2015 FY 2016 FY 2017
Target 90% 90% 90% 90% 90% 90%
Result 93.8% 94.6% 93.6% Dec 31, 2016 Dec 31, 2017 Dec 31, 2018

Target Target Target . . .
Status Exceeded Exceeded Exceeded Pending Pending Pending

Caregiver with family member. The Older Americans Act
Reauthorization Act of 2016 was signed into law in April 2016. It
includes a key change to NFCSP, allowing the program to be more

inclusive in serving older-relative caregivers, including people who are
age 55 or older and parents of individuals with disabilities.
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PERFORMANCE GOALS, OBJECTIVES, AND RESULTS

Strategic Goal 4 Strategic Goal 4: Ensure Efficiency,

Ensure Efficiency, Transparency, Accountability,
and Effectiveness of HHS Programs

Transparency, and Accountability of HHS
Programs

Objectives
el As the largest grant-awarding agency in the federal

4.A Strengthen program integrity and government and the nation’s largest health insurer, HHS

responsible stewardship by reducing places a high priority on ensuring the integrity of its

improper payments, fighting fraud, and expenditures. HHS manages hundreds of programs in

basic and applied science, public health, income support,

integrating financial, performance, and

risk management child development, and health and social services, which

S T AR T ] e e ETE (e award over 75,000 grants annually. The Department has

improve HHS programs and to support robust processes in place to manage the resources and

improvements in the health and well- information employed to support programs and

being of the American people activities.

Invest in the HHS workforce to hel . s
) P Medicare, Medicaid, and CHIP Improper Payment
meet America’s health and human , . . .
. Rates. One of CMS’s key goals is to pay Medicare claims
services needs ) . . . .
. properly the first time. This means paying the right
Improve HHS environmental, energy, . .
. amount, to legitimate providers, for covered,
and economic performance to promote . . .
D reasonable, and necessary services provided to eligible
sustainability

beneficiaries.  Paying correctly the first time saves
resources required to recover improper payments and
ensures the proper expenditure of valuable dollars. The primary cause of improper payments is Documentation
and Administrative Errors, in large part due to insufficient documentation. Other notable causes include
Authentication and Medical Necessity Errors, caused by medically unnecessary services, and to a lesser extent,
incorrect diagnosis coding. Between FY 2009 and FY 2012, the improper payment rate for Medicare FFS
consistently improved. Data from FY 2013 and FY 2014 indicate an increase in this improper payment rate and
efforts are currently in progress to investigate and resolve the drivers causing this increase. However, the
improper payment rate for Medicare FFS decreased from FY 2014 through FY 2016.

Since roughly one third of the states are measured each year to calculate the Medicaid and CHIP error rates, these
measures are calculated as a rolling rate that includes the reporting year and the previous two. In an attempt to
reduce the national Medicaid error rates, states are required to develop and submit corrective action plans. The
FY 2016 Medicaid error rate is 10.48 percent, and the FY 2016 CHIP error rate is 7.99 percent. Similar to recent
years, the increase was due to state difficulties bringing systems into compliance with new requirements for: (1) all
referring or ordering providers to be enrolled in Medicaid, (2) states to screen providers under a risk-based
screening process prior to enrollment, and (3) the inclusion of the attending provider National Provider Identifier
(NPI) on all electronically filed institutional claims. While these requirements will ultimately strengthen the
integrity of the program, they require systems changes and, therefore, many states had not fully implemented
these new requirements. CMS is working with states to improve compliance with the additional state
requirements that contributed to the increase in error rates.

Performance Measure: Estimate of the Improper Payment Rate in the Medicaid Program
Unit of Measure: Percent

FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Target 7.4% 6.4% 5.6% 6.70% 11.53% 9.57%
Result 7.1% 5.8% 6.7% 9.78% 10.48% Nov 15, 2017

Target Target Target Not Target Not Target .
Status Exceeded Exceeded Met Met Exceeded Pending
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Performance Measure: Reduce the Percentage of Improper Payments
Made Under the Medicare FFS Program

Unit of Measurement: Percent

FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Target 5.4% 8.3% 9.9% 12.50% 11.50% 10.40%
Result 8.5% 10.1% 12.7% 12.09% 11.00% Nov 15, 2017
Target Not
Target Not Target Not Target Target .
Status Met but Met Met Exceeded Exceeded Pending
Improved

Performance Measure: Estimate the Percentage of Improper Payments in the CHIP Program
Unit of Measurement: Percent

FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Target 6.50% 6.81% 7.38%
Result 6.80% 7.99% Nov 15, 2017
Target Not Target Not .
Status Met Met Pending

Clients Served by Home and Community-Based Services. A foundation of ACL’s program success is access to
Home and Community-based Services. In FY 2014, the Aging Services Network served 8,930 clients per million
dollars of Older Americans Act funding, exceeding the target of 8,600 clients per million dollars. Performance has
largely trended upward and performance targets have been consistently achieved. This reflects strong
partnerships with state and local governments, philanthropic organizations, and private donors that contribute
funding (leveraging resources of two to three dollars for every federal dollar) and the success of ongoing initiatives
to improve program management and expand options for home and community-based care. Aging and Disability
Resource Centers, along with increased commitments and partnerships at the state and local levels, have all had
positive impacts on program efficiency. Between FY 2008 and FY 2013 performance has improved by 18.3 percent,
without benefit of adjustment for inflation. The FY 2014 results showed a decline while still exceeding the target.
This variation between FY 2014 and FY 2017 is anticipated as delayed effects of sequestration may occur.

Performance Measure: For Home and Community-based Services including Nutrition and Caregiver services

increase the number of clients served per million dollars of Title Ill Older Americans Act funding
Unit of Measurement: Number of Clients

FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Target 8,600 clients 8,700 clients 8,600 clients 9,250 clients 8,700 clients 9,000 clients
Result 9,206 clients 9,753 clients 8,930 clients Dec 31, 2016 Dec 31, 2017 Dec 31, 2018

Target Target Target . . .
Status Exceeded Exceeded Exceeded Pending Pending Pending

Head Start Enrollment Rate. ACF’s Head Start program works to ensure that the maximum number of children are
served and that federal funds are used appropriately and efficiently by measuring under-enrollment across
programs. Since Head Start grantees range in size from super-grantees with multiple delegate agencies serving up
to 20,000 children to individual centers that serve as few as 15 children, a national under-enrollment rate better
captures the under-enrollment than the proportion of grantees that meet under-enrollment targets. An un-
enrolled space or vacancy in Head Start is defined as a funded space that is vacant for over 30 days.

ACF continues to focus on improvements to reduce Head Start under-enrollment. Though each Head Start
program is required to keep a wait list to fill vacancies as they occur, there are a number of reasons that it may be
difficult to fill vacancies quickly. Low-income families are often mobile and eligible families on the waiting list may
have moved out of the service area. In addition, as state pre-kindergarten programs have grown, parents may
choose to send their children to those programs. The most recent data available indicate that, during the 2014 -
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PERFORMANCE GOALS, OBJECTIVES, AND RESULTS

2015 program year, Head Start grantees had, on average, not enrolled 1.84 percent of the children they were
funded to serve. This represents approximately 16,700 children who could have been served using the Head Start
funds appropriated and awarded to grantees.

There are three factors that contributed to the increased rate of
under-enrollment in Head Start in FY 2015: (1) a period of under-
enrollment as more programs become Birth-to-Five through
competition and renovate facilities, train staff and recruit infants
and toddlers; (2) competitive transitions which can result in a
period of under-enrollment as programs become fully
operational; and (3) under-enrollment within some very large
grantees. The ACF OHS is following up and providing technical
assistance to ensure these grantees become fully enrolled as soon
as possible. Per the 2007 reauthorization of the Head Start Act,
o 2 . 2% ACF now collects online enroliment data on a monthly basis from

= % : : all Head Start grantees through the Head Start Enterprise System.

] The Head Start Enterprise System provides a system-generated

e
alert when grantees are under-enrolled, and Regional Offices

have procedures in place, consistent with the Head Start Act, to

begin technical assistance and to establish improvement plans
with clear timetables if the under-enroliment persists.

Performance Measure: Decrease under-enrollment in Head Start programs,

thereby increasing the number of children served per dollar
Unit of Measurement: Percent

FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Target 0.7% 0.7% 0.6% 0.8% 1.2% 1.1%
Result 0.8% 0.7% 0.9% 1.84% Jan 31, 2017 Jan 31, 2018
Target Not Target Not Target Not . .
Status Met Target Met Met Met Pending Pending

Cross-Agency Priority Goals

Cross-Agency Priority goals address the longstanding challenge of tackling horizontal problems across vertical
organizational silos. In the 2015 President’s Budget, 15 Cross-Agency Priority Goals were announced — 7 mission-
oriented and 8 management-focused goals with a 4-year time horizon. Established by the GPRA Modernization Act
of 2010, these Cross-Agency Priority Goals are a tool used by federal leadership to accelerate progress on a limited
number of Presidential priority areas where implementation requires active collaboration between multiple
agencies. HHS contributes to Cross-Agency Priority Goals with other federal agencies in the mission-oriented goals
of Science, Technology, Engineering and Mathematics Education; and Service Members and Veterans Mental
Health. We are also maximizing federal spending through participation in the management-focused goals of
Shared Services; Benchmark and Improve Mission-Support Operations; and Customer Service. For more
information on HHS’s contributions to Cross-Agency Priority Goals and progress, refer to www.performance.gov/

cap-goals-list.
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SYSTEMS, LEGAL COMPLIANCE, AND INTERNAL CONTROL

Systems

Financial Systems Environment

HHS'’s Chief Financial Officer (CFO) Community strives to provide effective stewardship of taxpayer funds through
transparency and accountability in support of the Department’s mission and programs. The HHS financial systems
environment forms the financial and accounting foundation for managing the $1.7 trillion in budgetary resources
entrusted to the Department in FY 2016. These resources represent about a quarter of all federal outlays and
encompass more grant dollars than all other federal agencies combined.

The robust financial systems environment supports HHS’s diverse portfolio of mission-oriented programs, as well
as business operations. Its purpose is to: efficiently process financial transactions in support of program activities
and HHS’s mission; provide complete and accurate financial information for decision-making; improve data
integrity; strengthen internal controls; and mitigate risk.

The HHS financial systems environment consists of a core financial system (with three instances) and two
Department-wide reporting systems used for financial and managerial reporting that — taken together — satisfy the
Department’s financial accounting and reporting needs.

Core Financial System
The core financial system operates on a commercial off-the-shelf (COTS) platform to support data standardization
and facilitate Department-wide reporting. Each of the instances operates the same COTS solution.

e The Healthcare Integrated General Ledger Accounting System (HIGLAS) supports CMS. HIGLAS serves
CMS’s Medicare Administrative Contractor organizations, Administrative Program Accounting, and the
Center for Consumer Information and Insurance Oversight. It processes an average of five million
transactions daily.

e The NIH Business System (NBS) serves NIH’s 27 research institutes and supports grant funding to more
than 300,000 researchers at more than 2,500 universities, medical schools, and other research institutions
in every state and around the world.

e The Unified Financial Management System (UFMS) serves 10 OpDivs (including the OS) and 18 StaffDivs
across the Department. The following accounting centers utilize UFMS: CDC, FDA, IHS, and PSC. PSC
provides shared service accounting support for the rest of the Department.

Reporting Systems

Reporting components within the HHS financial systems environment consist of two Department-wide
applications: the Consolidated Financial Reporting System (CFRS) and the Financial Business Intelligence System
(FBIS). These reporting systems facilitate data reconciliation, financial and managerial reporting, and data analysis.

e CFRS systematically consolidates information from all three instances of the core financial system. It
generates Departmental quarterly and year-end consolidated financial statements on a consistent and
timely basis, while supporting HHS in meeting regulatory reporting requirements.

e FBIS is the financial business intelligence application that supports the information needs of HHS
stakeholders at all levels by retrieving, combining, and consolidating data from the core financial system.
It contains a set of techniques and tools for analyzing data and presenting actionable information

Department of Health and Human Services | FY 2016 Agency Financial Report

<
>
z
>
)
m
<
m
e
=
(%]
=)
w
(@]
c
wn
@
o
=
>
z
=
<
)
(%]




@
wv
>
=
<
=
<
=
o
(%]
(%]
o)
(9}
0
o
@
-
=
w
=
[¥H]
Q
<
=
<
=

SYSTEMS, LEGAL COMPLIANCE, AND INTERNAL CONTROL

including metrics and key performance indicators, dashboards with graphical displays, interactive reports,
and ad-hoc reporting. FBIS allows executives, managers, and operational end users, to make informed
business decisions to support their organization’s mission.

The illustration below depicts the current financial systems environment.

HHS Stakeholders

4

Statements  Dashboards/Analytics Reports
Reporting Systems
Financial Statements Managerial Reporting

Financial Business
Inteligence System
(FBIS)

Consolidated Financial
Reporting System (CFRS)

Core Financial System

UFMS HIGLAS

NBS
O DEDE 0
- Accounting Centers

The HHS financial systems environment is required to comply with all relevant federal laws, regulations, and
authoritative guidance. In addition, HHS must conform to federal financial management and systems
requirements including:

e  Federal Managers’ Financial Integrity Act of 1982 (FMFIA)

e Chief Financial Officers Act of 1990 (CFO Act)

e  Government Management Reform Act of 1994

e  Federal Financial Management Improvement Act of 1996 (FFMIA)

e (linger-Cohen Act of 1996

e  Federal Information Security Management Act of 2002, as amended by the Federal Information Security
Modernization Act of 2014 (FISMA)

e Digital Accountability and Transparency Act of 2014 (DATA Act)

e  Federal Information Technology Acquisition Reform Act of 2014 (FITARA)

e  Office of Management and Budget (OMB) directives and U.S. Department of the Treasury (Treasury)
guidance related to these laws

Financial Systems Environment Improvement Strategy

HHS continues to implement a Department-wide strategy to advance its financial systems environment through
the Financial Systems Improvement Program (FSIP) and Financial Business Intelligence Program (FBIP). The
portfolio of projects within these programs addresses immediate business needs and positions the Department to
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take advantage of state-of-the-art tools and technology. The goals of the strategy are to improve the effectiveness
and efficiency of the Department’s financial management capabilities, mature the overall financial systems
environment, and strengthen accountability and financial stewardship. This is a multi-year initiative, and the
Department is making significant progress in each of the following key strategic areas.

Financial Systems Modernization

e Strategy: A critical component of the multi-year FSIP initiative is upgrading the core financial system to
the most current version of the COTS software to maintain a secure and reliable financial systems
environment. Concurrently, HHS also plans to transition key financial systems to a cloud service provider
for hosting and application management. Benefits of the wupgrade and cloud transition
include: safeguarding system security and privacy; enhancing information access; complying with and
implementing evolving federal requirements; achieving efficiencies and promoting standardization;
eliminating security and control vulnerabilities; and maximizing the return on existing system
investments. Following the upgrade, additional modernization projects and enhancements to further
mature the HHS financial systems environment will be pursued incrementally.

e Progress: HHS completed the major upgrade of its core financial system in December 2015 — on-time, on-
budget, fully functional, and in-line with the federal government’s broader financial management and
information technology (IT) priorities. The upgrade represents one of the largest successful financial
systems modernization efforts across the entire federal government. UFMS, FBIS, and CFRS were
transitioned to a FedRAMP-certified cloud service provider as part of the upgrade, with plans to transition
additional systems in future years, supporting both the Federal Cloud Computing Strategy and the Federal
Information Technology Shared Services Strategy. The upgrade and cloud transition increase system
security, scalability, reliability, and availability, and establish a shared platform configured to HHS’s
business needs. Further, as part of the upgrade, HHS implemented a Department-wide Accounting
Treatment Manual (ATM) to improve financial reporting and fiscal accountability. With the upgrade
complete, HHS is progressing on its financial systems modernization roadmap, having initiated projects to
develop a Department-wide electronic invoicing solution and an automated, sustainable solution for
implementing DATA Act reporting requirements.

Business Intelligence and Analytics

e Strategy: Leveraging the FBIS platform, HHS is expanding the use of business intelligence and analytics
across the Department to establish an information-driven financial management environment in which
stakeholders at all levels have access to timely and accurate information required for measuring
performance, increasing transparency, and enhancing decision-making. This will allow the Department to
more effectively and efficiently meet evolving information demands for fiscal accountability, performance
imp