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Appropriation Summary:

Budget Activity 4:  Administration and Service-wide Activities
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*Reflects OMB projections of FY 2003, FY 2004, and FY 2005 receipts from the DoD Medicare-Eligible Retiree Health Care Fun.
Description of Operations Financed:
The medical mission of the Department of Defense (DoD) is: (a) to enhance DoD and our Nation’s security by providing health support for the full range of military operations and sustaining the health of all those entrusted to our care.   The Defense Health Program (DHP) appropriation funding provides for worldwide medical and dental services to active forces and other eligible beneficiaries, veterinary services, medical command headquarters, specialized services for the training of medical personnel, and occupational and industrial health care.  Included are costs associated with the Civilian Health and Medical Program of the Uniformed Services (CHAMPUS) and the TRICARE Managed Care Support (MCS) contracts which provide for the health care of eligible active duty family members, retired members and their family members, and the eligible surviving family members of deceased active duty and retired members. The DHP funding is divided into seven major areas:  In-House Care, Private Sector Care, Information Management, Education and Training, Management Activities, Consolidated Health Support, and Base Operations/Communications.  In FY 2003, the Department implemented the DoD Medicare Eligible Retiree Health Care Fund, an accrual-type fund to pay for health care provided to Medicare-eligible retirees, retiree family members and survivors.  Monthly payments from the Military Personnel accounts into the fund cover the Government’s liability for the future health care cost of current military personnel and their family members once they retire from military service and become eligible for Medicare. Receipts from the fund into the Defense Health Program and the Military Personnel accounts pay for the current year cost of care provided to Medicare-eligible retirees, retiree family members and survivors.
The DHP appropriation also funds procurement of capital equipment in support of the DoD health care program in military medical treatment facilities and other health activities worldwide.  It includes equipment for initial outfitting of newly constructed, expanded, or altered health care facilities; equipment for modernization and replacement of worn-out, obsolete, or uneconomically reparable items; equipment in support of the entire TRICARE Managed Health Care Program and medical treatment facilities information processing requirements; and equipment supporting programs such as pollution control, clinical investigation, and occupational/environmental health.

The Research, Development, Test and Evaluation (RDT&E) program of the DHP appropriation funds Information Management/Information Technology (IM/IT) developmental requirements.

Narrative Explanation of Changes:  The FY 2005 Defense Health Program Operations and Maintenance budget request increases overall by $ 717.6 million, reflecting $947.8 million in price growth and -$230.2 million in net program change.  Program increases includes $15.5 million for the functional transfer of the Office of the Special Assistant of Gulf War Illnesses (OSAGWI) to the Defense Health Program (DHP), $0.8 million for transfer of responsibility of the Fleet Medical and Dental Clinic, Diego Garcia to the DHP, and $0.3 million to fund civilian and contract personnel backfilling military personnel resources transferred to Army Forces Command (FORSCOM) to stand up the Army Area Medical Laboratory (AML).  Other program growth includes $82.1 million for in-house care pharmacy requirements; $333.6 million to augment Military Treatment Facilities staff for non-clinical contract support and local health care provider agreements in support of the new TRICARE contracts; $35.8 million for conversion of military personnel to other staffing alternatives as part of the Department’s “Relieving Stress on the Force” initiative; $59.4 million for increased investment in equipment replacement and non-patient travel; $352.3 million for increased private sector care requirements (Supplemental health and dental care, Uniformed Services Family Health Program, expansion of the Marketing and Education program for the new TRICARE contracts, and increased utilization of TRICARE benefits); $48.9 million for the Armed Services Blood Program for frozen blood supply replacement; $60.8 million for increased investment in information technology; $44.8 million for deployment and sustainment of system requirements associated with implementation of the Health Insurance Portability and Accountability Act (HIPAA) of 1996 and Composite Health Care System (CHCS)II; $20.0 million for facility sustainment, maintenance and repair, and other base operations costs; $8.6 million for the Hepatitis B program, $8.0 million for initial outfitting equipment in the new Okinawa Health Care Facility; and $29.7 million for miscellaneous program increases.   These program increases are offset by the following program decreases: $-791.2 million for the reversal of Congressional adds (which includes reversal of the FY 2004 Emergency Supplemental for the Global War on Terrorism); -$172.0 million in savings related to the use of Federal Pricing for retail pharmaceuticals; -$165.2 million in savings in administrative and other contractual adjustments (risk sharing, bid price, change order settlements) transitioning to the new TRICARE contracts; -$70.3 million in reduced requirements for activated reservists and their family members exceeding thirty consecutive days activation or an indefinite period of time; -$78.5 million in other private sector care requirements stemming from contractually-related actions; -$28.5 million to reflect the adjustment in civilian pay raises to the 1.5% approved rate; -$5.6 million transfer from DHP Base Operations Support to the medical military construction program in order to provide a more balanced and executable program based on project design costs and evolving stationing requirements; -$5.2 million resulting from reduced DoD Information Technology Systems Certification and Accreditation Program (DITSCAP) requirements, and -$14.3 million in miscellaneous program decreases.
The DHP Procurement Program increases $75.2 million overall between FY 2004 and FY 2005. This reflects price growth of $6.0 million and a net program increase of $69.2 million.  Program increases include funding for new facility initial outfitting requirements ($5.5 million) and replacement/modernization equipment ($63.7 million).  Approximately $49.2 million of the net program increase is associated with the Central Information Management/Information Technology program requirements for the Composite Healthcare System (CHCS) II, Defense Medical Human Resources Systems internet (DMHRSi), the Patient Accounting System (PAS) Coding and Compliance Editor (CCE), and the Enterprise-Wide Scheduling and Registration (EWS-R) system.   Remaining program increases fund the periodic replacement and modernization of medical/surgical equipment, radiological and other equipment.    
The Research, Development, Test and Evaluation (RDT&E) program reflects an overall decrease of -$414.0 million from FY 2004 to FY 2005.  This includes price growth of $6.8 million and -$420.8 million net program reduction.        The net program reduction results from FY 2004 Congressional adds not continued in FY 2005 and reductions in information technology development program requirements (-$448.7 million).  These reductions are partially offset by funding increases ($27.9 million) for Block II Theater Medical Information Program (TMIP), the TRANSCOM Regulating and Command and Control Evacuation System (TRAC2ES), transaction and code sets associated with the Health Insurance Portability and Accountability Act (HIPAA), and the Joint Plan for the Electronic Health Record program (DoD/VA sharing initiative).
President’s Management Plan – Performance Metrics Requirements:  The Defense Health Program (DHP) continues to refine existing performance measures and develop specific criterion to determine and measure outputs/outcomes as compared with initial goals.  For the FY 2005 President’s Budget, The DHP has decided to use five performance measures to monitor overall program performance.  These measures will be added to over time as new measures are developed.  The initial five measures are:

· Beneficiary Satisfaction with Health Plan – An increase in the satisfaction with the Health Plan indicates that actions being taken are improving the overall functioning of the plan from the beneficiary perspective.  The goal is to improve overall satisfaction level to that of civilian plans using a standard survey instrument.

· Inpatient Production Targets (Relative Weighted Products) – Achieving the production targets ensures that the initial plan for allocation of personnel and resources are used appropriately in the production of inpatient workload.

· Outpatient Production Target (Relative Value Units) – Achieving the production targets ensures that the initial plans for allocation of personnel and resources are used appropriately in the production of outpatient workload.

· Primary Care Productivity – In order to run a premier Heath Maintenance Organization, the critical focus area is primary care.  The primary care provider frequently represents the first medical interaction between the beneficiary and the HMO.  In this role, the primary care provider is responsible for the majority of the preventive care to keep beneficiaries healthy and away from more costly specialty care.

· Medical Per Member Per Year – Annual Cost Growth – This is a new measure just being developed which will be used for the first time in FY 2005.  The medical cost per member per year looks at the overall cost of the Prime enrollees for the DHP.  This tracks all costs related to care delivered to enrollees.  The objective is to keep the rate of cost growth for the treatment of TRICARE enrollees to a level at or below the civilian health care plans rate increases at the national level.

Each of the above performance measures will have goals.  The overall success of each area measured will be determined based on a comparison of the goal to actual results.  

� The FY 2003 actuals includes $596.8 million in supplemental funding for the Global War on Terrorism.


�  The FY 2004 Current Estimate includes $658.4 million of funding from the FY 2004 Emergency Supplemental for the Global War on Terrorism.
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