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Medicare 
Medicare is a taxpayer-funded program for seniors aged 65 and older. Eligibility requires the senior to have 
worked and paid into the system through the payroll tax. Medicare also provides health coverage for people 
with recognized disabilities and specific end-stage diseases as confirmed by the Social Security 
Administration (SSA). 

Medicare consists of four parts, titled A, B, C, and D. Part A covers inpatient hospital, skilled nursing, hospice, 
and home services. Medical coverage is provided under part B and includes physician, laboratory, outpatient, 
preventive care, and other services. Medicare Part C or Medicare Advantage is a combination of parts A and B. 
Part D, which was signed in 2003 by President George W. Bush, provides coverage for drugs and prescription 
medications. 

Medicare enrollees share costs with taxpayers through premiums and out-of-pocket expenditures as noted 
above. 

Medicare Part A - HH 
When you first enroll in Medicare and during certain times of the year, you can choose how you get your 
Medicare coverage. There are 2 main ways to get your Medicare coverage—Original Medicare (Part A and Part 
B) or a Medicare Advantage Plan (Part C). Some people need to get additional coverage, like Medicare 
prescription drug coverage or Medicare Supplement Insurance (Medigap). Part A not only covers inpatient 
hospital stays, care in a skilled nursing facility, hospice care, but also home health care. 

 
 

What's Medicare? 
Medicare is the federal health insurance program for: 

• People who are 65 or older 
• Certain younger people with disabilities 
• People with End-Stage Renal Disease (permanent kidney failure requiring dialysis or a transplant, 

sometimes called ESRD) 
 

How Original Medicare works 
Original Medicare is coverage managed by the federal government. Generally, there's a cost for each service. 
Here are the general rules for how it works: 
 

Premium-free Part A 
You usually don't pay a monthly premium for Medicare Part A (Hospital Insurance) coverage if you or your 
spouse paid Medicare taxes for a certain amount of time while working. This is sometimes called "premium-
free Part A." 

Most people get premium-free Part A. 
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You can get premium-free Part A at 65 if: 

• You already get retirement benefits from Social Security or the Railroad Retirement Board. 
• You're eligible to get Social Security or Railroad benefits but haven't filed for them yet. 
• You or your spouse had Medicare-covered government employment. 

If you're under 65, you can get premium-free Part A if: 

• You have gotten Social Security or Railroad Retirement Board disability benefits for 24 months. 
• You have End-Stage Renal Disease (ESRD) and meet certain requirements. 

Part A premiums as of 2020 
If you buy Part A, you'll pay up to $437 each month. If you paid Medicare taxes for less than 30 quarters, the 
standard Part A premium is $437. If you paid Medicare taxes for 30-39 quarters, the standard Part A premium is 
$240. 

In general, Part A covers: 
• Inpatient care in a hospital 
• Skilled nursing facility care 
• Inpatient care in a skilled nursing facility (not custodial or long-term care) 
• Hospice care 
• Home health care 

Medicare coverage is based on 3 main factors 
1. Federal and state laws. 
2. National coverage decisions made by Medicare about whether something is covered. 
3. Local coverage decisions made by companies in each state that process claims for Medicare. These 

companies decide whether something is medically necessary and should be covered in their area. 

 

What's not covered by Part A & Part B? 
Medicare doesn't cover everything. If you need certain services Medicare doesn't cover, you'll have to pay for 
them yourself unless: 

• You have other insurance that covers them 
• You have a Medicare health plan that covers them 

Even if Medicare covers a service or item, you generally have to pay your deductible, coinsurance, 
and copayment.  

Some of the items and services that Medicare doesn't cover include: 

• Long-term care (also called custodial care ) 
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• Most dental care 
• Eye exams related to prescribing glasses 
• Dentures 
• Cosmetic surgery   
• Acupuncture   
• Hearing aids and exams for fitting them 
• Routine foot care 

 

Medicare Part B (Medical Insurance)   
Part B covers certain doctors' services, outpatient care, medical supplies, and preventive services. 

Medicare Part D (prescription drug coverage)  
Part D adds prescription drug coverage to: 

• Original Medicare 
• Some Medicare Cost Plans 
• Some Medicare Private-Fee-for-Service Plans 
• Medicare Medical Savings Account Plans 

These plans are offered by insurance companies and other private companies approved by Medicare. 
Medicare Advantage Plans may also offer prescription drug coverage that follows the same rules as Medicare 
Prescription Drug Plans. 

Home health services 
Medicare Part A (Hospital Insurance) and/or Medicare Part B (Medical Insurance) covers the cost of eligible 
home health services. Types of home health services covered include: 

• Part-time or intermittent skilled nursing care 
• Physical therapy 
• Occupational therapy 
• Speech-language pathology services 
• Medical social services 
• Part-time or intermittent home health aide services (personal hands-on care) 

Usually, a home health care agency coordinates the services your doctor orders for you. 

Medicare doesn't pay for: 
• 24-hour-a-day care at home 
• Meals delivered to your home 
• Homemaker services 
• Custodial or personal care (like bathing, dressing, or using the bathroom), when this is the only 

care you need 
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Who's eligible? 
All people with Part A and/or Part B who meet all of these conditions are covered for home health services: 

• You must be under the care of a doctor, and you must be getting services under a plan of care created 
and reviewed regularly by a doctor. 

• You must need, and a doctor must certify that you need, one or more of these:  
• Intermittent skilled nursing care (other than drawing blood) 
• Physical therapy, speech-language pathology, or continued occupational therapy services. These 

services are covered only when the services are specific, safe and an effective treatment for your 
condition. The amount, frequency, and time period of the services needs to be reasonable, and 
they need to be complex or only qualified therapists can do them safely and effectively. To be 
eligible, either: 1) your condition must be expected to improve in a reasonable and generally 
predictable period of time, or 2) you need a skilled therapist to safely and effectively make a 
maintenance program for your condition, or 3) you need a skilled therapist to safely and 
effectively do maintenance therapy for your condition. The home health agency caring for you is 
approved by Medicare (Medicare certified). 

• You must be homebound, and a doctor must certify that you're homebound. 
You're not eligible for the home health benefit if you need more than part-time or "intermittent" skilled 
nursing care. 
You may leave home for medical treatment or short, infrequent absences for non-medical reasons, like 
attending religious services. You can still get home health coverage if you attend adult day care. 

Home health services may also include medical supplies for use at home, durable medical equipment, or 
injectable osteoporosis drugs. 

Your costs in Original Medicare 
• $0 for home health care services. 
• 20% of the Medicare-approved amount for durable medical equipment (DME)Services from a home 

health agency in Florida, Illinois, Massachusetts, Michigan, or Texas, you may be affected by a 
Medicare demonstration program. Under this demonstration, the home health agency may submit a 
request for pre-claim review of coverage for home health services to Medicare. This helps the home 
health agency know earlier in the process if Medicare is likely to cover the services. Medicare will 
review the information and cover the services if the services are medically necessary and meet 
Medicare requirements. 

Medicare home health services benefits aren't changing and your access to home health services shouldn’t be 
delayed by the pre-claim review process.  
 
 Typical HHC Episode 
 

1. Physician makes a referral to a home health agency, and an initial evaluation occurs within 48 hours of 
the referral. 

2. RN must complete the initial evaluation unless the patient requires only physical, occupational, or 
speech therapy services (then the therapist performs the initial evaluation). 
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3. At the initial visit, the nurse determines eligibility, obtains consent for care, completes paperwork, and 
performs a comprehensive initial assessment.  

4. After this initial visit, the patient receives a number of subsequent visits based on the patient’s needs for 
care. 

5. The admitting nurse or therapist develops a 60-day care plan that describes all services needed and 
establishes goals.  

6. Referring physician reviews and signs care plan.  
7. Home health care providers then proceed with the specific tasks and goals and update the care plan 

which the physician then periodically signs along with any new orders. 

 
 
 
 
Home Health Through The Years 
 

• By the 1930s  
• most care of acutely ill patients had transitioned to the hospital and 
• visiting nurses provided long term care in the home to chronically ill patients. 

• In the late 1950s hospitals began to make referrals to home care nurses  
• to help with the discharge of patients from the hospital to the home and  
• to provide post acute care. 

• Home health care agencies were funded by charitable and public contributions until the passage of the 
Medicare Act in 1965. 

 
• Medicare covered care for:  

• patients sent home from the hospital (post acute) 
• post-hospital home health benefit under Part A limited to 100 visits following a 3-day hospital 

stay 
• Medicare also covered more chronic care:  

• general home health benefit under Part B limited to 100 home visits per calendar year  
 
 

• Omnibus Reconciliation Act of 1980  
• removed the limits on the number of home care visits, 
• removed the prior hospitalization requirements, 
• extended participation in Medicare home care to for-profit home care agencies. 

• More than half of the patients receiving home health care did not have immediate prior hospitalizations, 
and many people received services for more than 6 months  

 
 

• During the 1980s, the hospital prospective payment system was implemented resulting in faster 
discharges from hospitals and the need for post hospitalization home care services.  

• During the 1980s, with the removal of the requirement for a recent hospitalization, services increased as 
well to the chronically ill needing more long term care. 

• Medicare home health care payments increased an average of 33% per year between 1989 and 1996. 
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Throughout the 1990s, home health care services continued to expand due to: 

 earlier hospital discharges, 
 declines in nursing home beds,  
 increased numbers of frail adults and elders, cost-based financing of home care 

 
 
 In the early 1990s, Medicare reimbursement for home visits also increased. 
 Majority of Medicare home health episodes extended past 6 months. 
 Between 1990 and 1997, home health care was 9% of the Medicare budget. 
 In 1997, there were 10,444 Medicare certified home health care agencies in the U.S. 

 
 
 Balanced Budget Act (BBA) 

 set limits on Medicare spending, 
 refocused home health care to post acute care only, 
 cut the increased services available in the 1980s and early 1990s. 

 More stringent criteria for home health care 
 set new requirement of homebound status and 
 refocused home health care on post acute care and episodic care. 

 The 1997 BBA created a home health care prospective payment system (PPS)  
 IPS Interim Payment System 
 Moratorium 
 We saw sequential billing requirement that only lasted a year. 
 home health agencies would be paid a set amount for each 60-day episode, regardless of the 

number of visits provided and 
 payment broken down into 80 separate clinical categories. 

 BBA also created a requirement for agencies to report outcome data on all Medicare and Medicaid 
patients using the Outcome and Assessment Information Set (OASIS)  

 Payment is based: in part on patient acuity and is not based on the actual number of visits provided on 
the BBA’s data gathering tool, the Outcome and Assessment Information Set (OASIS), which assesses 
severity of illness, disabilities, and nursing needs  

 Cost-based reimbursement with a prospective payment system resulted in a 20% decline in home health 
care, with more rural area agencies closing. 

 BBA reduction in home health care reimbursement led to closure of 14% of home health agencies 
between 1997 and 1999. 

 In 1999, home health care was 4% of the Medicare budget, as compared with 9% between 1990 
and1997. 

 
PPS went into effect October 2000 but by 2001, approximately 1/3 of home health agencies closed. 

 

Social Security Amendments of 1965 (P.L. 89-97)  
Title XVIII of the Social Security Amendments of 1965 established the Medicare program. The legislation 
provided eligible Medicare beneficiaries with up to 100 “post-hospital” home health visits each year under Part 
A and up to 100 home health visits each year under Part B. Medicare provided payment for each covered home 
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health visit based on reasonable costs the HHA incurred, up to certain limits. To be eligible for home health 
visits under Part A or Part B, beneficiaries must have been in need of part-time or intermittent skilled nursing 
care or physical, occupational, or speech therapy, with a plan of care established 14 days after discharge. At that 
time, to be eligible for home health visits under Part A, beneficiaries must have had a three-day inpatient 
hospital stay. No hospitalization requirement was necessary for Part B home health coverage; however, 
beneficiaries were required to enroll in Part B to receive home health coverage under Part B. Home health 
services covered under Part B were subject to the Part B deductible and a 20% coinsurance of the Medicare-
approved cost of care.  
 

Social Security Amendments of 1972 (P.L. 92-603)  
A provision in the Social Security Amendments of 1972 eliminated the 20% coinsurance requirement for Part B 
covered home health services beginning on or after January 1, 1973.  
 

Omnibus Budget Reconciliation Act of 1980 (OBRA 80, P.L. 96-499)  
OBRA 80 eliminated the annual 100 home health visit limitation for both Parts A and B. The Part A 3-day 
inpatient hospitalization requirement was eliminated and Part B home health services were no longer subject to 
the Part B deductible. With the elimination of the 3-day hospitalization requirement, both Parts A and B had the 
same home health eligibility requirements. The parity in eligibility requirements transferred nearly all of 
Medicare Part B home health expenditures (except for beneficiaries who were only covered under Part B) to 
Part A because Section 1833(d) of the Social Security Act prohibits Part B paying for services that could also be 
covered under Part A.  

Balanced Budget Act of 1997 (BBA 97, P.L. 105-33)  
With the passage of BBA 97, Congress reallocated some of Medicare home health expenditures from Part A to 
Part B. Medicare Part A provided payment if a beneficiary did not enroll in Part B and/or received home health 
services 14 days after discharge from a 3-day inpatient hospitalization or SNF. Part B provided payment for 
covered home health services in all other instances. Beginning October 1, 1997, BBA 97 established an interim 
payment system that reduced the Medicare reimbursement limits for home health services. Beginning on or 
after October 1, 1999 (but implemented on October 1, 2000), BBA 97 required a home health prospective 
payment system (HH PPS) to supplant the interim payment system and reimburse home health agencies 
(HHAs) based upon a beneficiary’s expected care needs and geographic location, among other factors.  
 

2000 and Beyond: Focus on the Prospective Payment System (2000)  
With implementation of the Prospective Payment System (PPS) in October 2000, CMS began to deal with the 
chronic oversight problems by establishing a structure which reimbursed agencies based on patient need rather 
than on arbitrary criteria or agency cost history. The PPS continues the prospective payment arrangement but 
with case mix adjustment. Agencies now receive a fixed payment for a 60-day episode of care for each patient 
which is based on their acuity, originally measured via 80 home health resource groups. Acuity is established 
through a comprehensive assessment, Outcomes and Assessment Information Set (OASIS), conducted by the 
home care agency, which measures client's clinical severity, function-al status and service needs. Thus, agencies 
are paid based on the expected service needs for different categories of patients, rather than on actual cost to 
deliver the service (pre-BBA) or on an arbitrarily derived per-beneficiary limit (IPS). Under PPS, however, the 
agency continues to shoulder the financial risk of serving the patient. The main concern with the PPS was that 
its base rate was established using cost figures from the drastically reduced IPS. Thus, researchers continue to 
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evaluate the impact on patients and agencies. Studies show a slight decline in the likelihood of home care use 
after the PPS was implemented (Murtaugh, McCall, Moore, & Meadow, 2003), but this was much less than 
under the IPS (Fitzgerald et al., 2006). After 2001, use of the home health benefit gradually increased. While 
growth rates moved onto the positive side, they remain well below the average growth rate for the overall 
Medicare program (see Table I and Figures 1-3). Also, over 1,200 agencies left the Medicare program from 
2000-2002 (Davitt &Choi, 2006). Cuts in staff and visits were greater under the IPS than the PPS. Agencies 
continued to cut non-skilled services more than skilled services under the PPS (Davitt & Choi, 2007). One study 
showed that patients with orthopedic and neuro-logic diagnoses experienced increases in access to home health 
care during the first year of the PPS relative to other diagnosis groupings (Murtaugh et al., 2003). Again, 
incentives under the PPS (namely increased payment for therapy needs) encouraged agencies to target certain 
types of patients for whom they could get higher reimbursements. 
 
Post-PPS Changes(2000-2008) Early changes after the PPS focused mainly on adjustments to agency 
reimbursements to achieve the mandated level of savings [budget neutrality component of the BBA] (GAO, 
2002). Research conducted by the GAO and MedPAC demonstrated higher payments than costs, on average, for 
agencies, and MedPAC recommended decreases in or freezes on the market basket 
updates(GAO,2002;2004;MedPAC,2006;2007). 
 
Likewise, monitoring systems were established which require agencies to report certain quality indicator data to 
CMS for the Home Health Quality Initiative. Agency submission of quality data was mandated beginning in 
calendar year 2007, with financial penalties for failure to submit (CMS, 2007). The focus is on providing 
consumers with information on the practice effectiveness of home health agencies. In addition, some analysts 
have recommended incorporating Medicare-agency risk sharing in relation to profit-loss margins and/or tying 
agency payment to outcome indicators (GAO, 2004; MedPAC, 2006). The most substantial changes, scheduled 
to be implemented on January 1, 2008, will dramatically alter the case-mix adjustment formula, resulting in153 
Home Health Resource Groups. These revisions are the result of extensive research which showed that the 
original case-mix model was no longer accurate in predicting service needs and that therapy thresholds were 
inadequate (CMS 2077b).  In 2008 a new, four equation case mix formula will be used, which expands the 
number of therapy thresholds, the number of diagnosis groups, and adds scores for certain conditions and 
certain secondary diagnoses.  This model also “recognizes and differentiates payment for episodes of care based 
on whether a patient is in… an early (1st or 2nd episode..) or later (the 3rd episode and beyond…) episode of care 
as well as recognizing whether a patient was a high therapy (14 or more therapy visits) or low therapy (13 or 
fewer therapy visits) case” (CMS, 2007, p. 49764).  The expressed goal of these changes is to ‘ensure that the 
payment system continues to produce appropriate compensation for providers while retaining opportunities to 
manage home health care efficiently” (CMS, 2007b, p. 25358). 
 
 
 

Benefits Improvement and Protection Act of 2000 (BIPA, P.L. 106- 554)  
BIPA established a 10% increase to the episode base rate for home health services furnished in rural areas on or 
after April 1, 2001, and before April 1, 2003. Additionally, Congress specified that beneficiaries may not be 
disqualified from meeting the homebound requirement for home health care as a result of leaving their home to 
attend adult day care or religious services or to receive medical treatment.  
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Medicare Prescription Drug, Improvement, and Modernization Act (MMA, P.L. 108-
173)  
MMA reestablished the rural add-on by including a one-year increase of 5% to the episode base rate for home 
health services furnished to beneficiaries living in rural areas beginning on April 1, 2004, and before April 1, 
2005. Further, MMA changed home health payment rates to be updated on a calendar year basis instead of a 
fiscal year basis and reduced the home health market basket update by 0.8 percentage points beginning with 
services provided on or after April 1, 2004, through December 31, 2006.  

Deficit Reduction Act of 2005 (DRA, P.L. 109-171)  
DRA reestablished the rural add-on as a 5% increase to Medicare payments for home health services provided 
to beneficiaries living in rural areas provided on or after January 1, 2006, and before January 1, 2007. DRA also 
eliminated the market basket update for 2006 and, as implemented by the Centers for Medicare & Medicaid 
Services (CMS), required HHAs to submit quality data from patient assessments and surveys beginning in 
2007. HHAs that did not submit quality data would receive a two percentage point reduction in their market 
basket update.  

Patient Protection and Affordable Care Act (ACA, P.L. 111-148)  
ACA included modifications to the current HH PPS. Provisions in ACA reduced the episode base rate by 1.0 
percentage point in each of 2011, 2012, and 2013, and by a productivity adjustment starting in 2015. ACA 
reestablished the rural add-on which increases the episode base rate by 3% for home health services provided to 
beneficiaries in rural areas between April 1, 2010, and January 1, 2016. ACA also requires the Secretary of 
Health and Human Services (HHS) to update or “rebase” the episode base rate with more recent cost report and 
home health claims data beginning CY2014 (which may reduce the dollar value of the episode base rate). The 
provision requires a four-year phase-in of the rebased episode base rate with each phase-in limited to a 3.5% 
change from the prior year’s episode base rate. Further, ACA also requires physicians to include documentation 
that a face-to-face encounter had occurred between an approved medical practitioner and the beneficiary for 
initial home health episodes of care. While physicians are not required to perform the face-to-face encounter, 
the physician must be the individual who certifies the encounter occurred and that the home health services are 
reasonable and necessary.  
 
 
Homebound definition 
 Patients must have an inability to leave their homes, i.e., 

 leaving the home requires considerable and taxing effort on the part of the patient, caregiver, or 
both, 

 and/or requires the assistance of another person or an assistive device or special transportation. 
 Nonmedical absences from the home must be infrequent and of short duration. 
 Medicare allows homebound status for those who must leave the home for medical appointments, 

dialysis, and adult day health programs.  Medicare also allows trips outside of the home for religious 
services, family events, and hairdresser appointments.  However, absences from the home for 
nonmedical treatment reasons must occur infrequently, generally three times or fewer per month and for 
short periods of time.  Patients fail to meet the homebound requirement and thus do not qualify for 
Medicare funded home health care services if they leave their homes for social reasons more than a few 
times per month.   
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Definition of skilled care need 
• Skilled nursing:  

• includes monitoring vital signs such as blood pressure, pulse, temperature, monitoring drains, 
dressing wounds, managing medication regimens, and providing patient and family education 

• Physical and occupational therapy, speech therapy, and other therapies:  
• includes gait and balance training, home safety assessments, exercise instruction, and help with 

assistive devices  
• Skilled care need must be intermittent not continuous and must be episodic and for brief periods of time 

only. 
• Once homebound patients meet the skilled care need requirement and receive skilled services through 

nursing or therapy, they can also receive social work and home aid services. 
• However, if patients do not have a skilled need, Medicare will not pay for any home aid or personal care 

services. 
• Medicare will only pay for home aid and personal care services for short periods, such as a few hours 

per day and only if patients have a concurrent skilled need for home health care.  
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The Centers for Medicare & Medicaid Services (CMS), previously known as the Health Care Financing 
Administration (HCFA), is a federal agency within the United States Department of Health and Human 
Services (HHS) that administers the Medicare program and works in partnership with state governments to 
administer Medicaid, the Children's Health Insurance Program (CHIP), and health insurance portability 
standards. In addition to these programs, CMS has other responsibilities, including the administrative 
simplification standards from the Health Insurance Portability and Accountability Act of 1996 (HIPAA), quality 
standards in long-term care facilities (more commonly referred to as nursing homes) through its survey and 
certification process, clinical laboratory quality standards under the Clinical Laboratory Improvement 
Amendments, and oversight of HealthCare.gov. 
 

President Lyndon B. Johnson signed the Social Security Amendments on July 30, 1965, establishing both 
Medicare and Medicaid.  Arthur E. Hess, a deputy commissioner of the Social Security Administration, was 
named as first director of the Bureau of Health Insurance in 1965, placing him as the first executive in charge of 
the Medicare program. At the time, the program provided health insurance to 19 million Americans.  The Social 
Security Administration (SSA) became responsible for the administration of Medicare and the Social and 
Rehabilitation Service (SRS) became responsible for the administration of Medicaid. Both agencies were 
organized under what was then known as the Department of Health, Education, and Welfare (HEW). 
 
In 1977, the Health Care Financing Administration (HCFA) was established under HEW. HCFA became 
responsible for the coordination of Medicare and Medicaid. The responsibility for enrolling beneficiaries into 
Medicare and processing premium payments remained with SSA. 

 
The Centers for Medicare and Medicaid Services (CMS) provides health coverage to more than 100 million 
people through Medicare, Medicaid, the Children’s Health Insurance Program, and the Health Insurance 
Marketplace. The CMS seeks to strengthen and modernize the Nation’s health care system, to provide access to 
high quality care and improved health at lower costs. 

 
CMS is the Centers for Medicare and Medicaid Services 
• The CMS administers Medicare, Medicaid, and CHIP, Advantage Plan 
• Other responsibilities such as HIPAA regulation 
• The CMS carries out important policies in the Affordable Care Act 
• The CMS works with the insurance industry, health care providers, and in partnership with states and other 

federal agencies 
• The CMS plays a major role in US healthcare providing for the young, poor, disabled and retired 

Americans 
 
 
CMS relies on a network of MACs to serve as the primary operational contact between the Medicare 
FFS program and the healthcare providers enrolled in the program. 
 
WHAT IS A MAC? 
A Medicare Administrative Contractor (MAC) is a private health care insurer that has been awarded a 
geographic jurisdiction to process Medicare Part A and Part B (A/B) medical claims or Durable Medical 
Equipment (DME) claims for Medicare Fee-For-Service (FFS) beneficiaries.  
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CMS relies on a network of MACs to serve as the primary operational contact between the Medicare FFS 
program and the healthcare providers enrolled in the program. MACs are multi-state, regional contractors 
responsible for administering both Medicare Part A and Medicare Part B claims. MACs perform many activities 
including: 

• Process Medicare FFS claims 
• Make and account for Medicare FFS payments 
• Enroll providers in the Medicare FFS program 
• Handle provider reimbursement services and audit institutional provider cost reports 
• Handle redetermination requests (1st stage appeals process) 
• Respond to provider inquiries 
• Educate providers about Medicare FFS billing requirements 
• Establish local coverage determinations (LCD’s) 
• Review medical records for selected claims 
• Coordinate with CMS and other FFS contractors 

 

Currently there are 12 A/B MACs and 4 DME MACs in the program that process Medicare FFS claims for 
nearly 68% of the total Medicare beneficiary population, or 38.5 million Medicare FFS beneficiaries.  The 
MACs serve more than 1.5 million health care providers enrolled in the Medicare FFS program.  Collectively, 
the MACs process more than 1.2 billion Medicare FFS claims annually, 218 million Part A claims and more 
than 1 billion Part B claims, and paid $386 billion in Medicare benefits.   

  
 
 

A/B MACs  
A/B MACs process Medicare Part A and Medicare Part B claims for a defined geographic area or 
“jurisdiction,” servicing institutional providers, physicians, practitioners, and suppliers.     

Home Health and Hospice Areas (HH+H)  
There are four A/B MACs that process home health and hospice claims in addition to their typical Medicare 
Part A and Part B claims.  Please note that the four HH+H areas do not coincide with the jurisdictional areas 
covered by these four A/B MACs.     

DME MACs  
The DME MACs process Medicare Durable Medical Equipment, Orthotics, and Prosthetics (DMEPOS) claims 
for a defined geographic area or "jurisdiction," servicing suppliers of DMEPOS.   

Relationships between MACs and Functional Contractors  
MACs work with multiple functional contractors to administer the full FFS operational environment.  
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SUMMARY 

• The Centers for Medicare and Medicaid Services is a federal agency that administers the nation’s major 
health care programs including Medicare, Medicaid, and CHIP. 

• It collects and analyzes data, produces research reports, and works to eliminate instances of fraud and 
abuse within the health care system.  

• The agency aims to provide a health care system with better care, access to coverage, and improved 
health. 

• The CMS releases updated Medicare premium and deductible information each year. 
 

Types of CMS Programs 
Through its Center for Consumer Information & Insurance Oversight, the CMS plays a role in the federal and 
state health insurance marketplaces by helping to implement the Affordable Care Act’s (ACA) laws about 
private health insurance and providing educational materials to the public. 

The CMS plays a role in insurance marketplaces by helping to implement the Affordable Care Act’s laws about 
private health insurance. 

Medicare 
Medicare is a taxpayer-funded program for seniors aged 65 and older. Eligibility requires the senior to have 
worked and paid into the system through the payroll tax. Medicare also provides health coverage for people 
with recognized disabilities and specific end-stage diseases as confirmed by the Social Security 
Administration (SSA). 

Medicare consists of four parts, titled A, B, C, and D. Part A covers inpatient hospital, skilled nursing, hospice, 
and home services. Medical coverage is provided under part B and includes physician, laboratory, outpatient, 
preventive care, and other services. Medicare Part C or Medicare Advantage is a combination of parts A and B. 
Part D, which was signed in 2003 by President George W. Bush, provides coverage for drugs and prescription 
medications. 

Medicare enrollees share costs with taxpayers through premiums and out-of-pocket expenditures as noted 
above. 

Medicaid 
Medicaid is a government-sponsored program that provides assistance for health care coverage to people 
with low-incomes. The joint program, funded by the federal government and administered at the state level, 
varies. Patients receive assistance paying for things like doctor visits, long-term medical and custodial 
care costs, hospital stays, and more.  

Applicants who want to be considered for Medicaid can apply online through the Health Insurance 
Marketplace or directly through their state's Medicaid agency. 
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CHIP 
The Children's Health insurance Program (CHIP) is offered to parents of children under the age of 19 who 
make too much to qualify for Medicaid, but can't afford regular health insurance. The income limits vary, as 
each state runs a variation of the program with different names and different eligibility requirements. 

Many of the services provided by CHIPs are free including doctor visits and check-ups, vaccinations, hospital 
care, dental and vision care, lab services, X-rays, prescriptions, and emergency services. But some states may 
require a reasonable monthly premium, while others require a co-pay. 

What Medicare contractors do 
Medicare administrative contractors have many responsibilities, such as: 

• Process Medicare FFS claims (e.g., hospital, providers, suppliers, home health and hospice) 

• Review medical records for selected claims 

• Establish local coverage determinations (LCD’s) 

• Make and account for Medicare FFS payments to beneficiaries and providers 

• Enroll providers in the Medicare FFS program 

• Handle provider reimbursement services and audit institutional provider cost reports 

• Handle redetermination requests (1st stage appeals process) 

• Respond to provider inquiries 

• Educate providers about Medicare FFS billing requirements 

• Coordinate with CMS and other FFS contractors 

• Perform billing/accounting functions 

• Investigate potential fraud 

• Provide customer assistance to Medicare beneficiaries 

Also, MACs work closely with hospitals and doctors to ensure that Medicare coverage and payment 
requirements are met



 

 
 

Week 1 | The History of Home Health PMBi Study Guide 

Page 16 
 
 

Medicare.GOV 
A federal government website managed and paid for by the U.S. Centers for Medicare & Medicaid Services. 
 
 

Home Health Compare List 
Home Health Compare has information about the quality of care provided by "Medicare-certified" home health agencies 
throughout the nation. “Medicare-certified” means the home health agency is approved by Medicare and meets certain 
federal health and safety requirements. 

Home Health Compare can help you or your family or friends choose a quality home health agency that has the skilled 
home health services you need. The information on Home Health Compare: 

• Helps you learn how well home health agencies care for their patients 
• Shows you how often each agency used best practices when caring for its patients and whether patients improved in 

certain important areas of care 
• Shows you what other patients said about their recent home health care experience 

 
The information in Home Health Compare should be looked at carefully. Use it with the other information you gather 
about home health agencies. Talk to your doctor or other health care provider about the information on Home Health 
Compare.  
 
Home Health Compare was created through the efforts of the Centers for Medicare & Medicaid Services (CMS), an 
agency of the U.S. Department of Health and Human Services (DHHS).  

NOTE: Medicare won't cover home health services provided by a home health agency that hasn't been Medicare-certified. 

• New home health agencies may not appear on Home Health Compare for several months after being Medicare-
certified. 

• You can get information about non-Medicare-certified agencies, like Medicaid-certified agencies, by contacting 
your State Survey Agency, found in Medicare Helpful Contacts under Home Health Agency. 

• Home health agencies that accept only Medicaid, private insurance, or direct payment by their patients aren't 
required to report quality information. Also, agencies that primarily provide care to children and new mothers aren't 
required to report on quality measures. Therefore, some agencies aren't included on Home Health Compare 

• Because agencies can change the type of payment they accept, make sure to ask about whether the agency you want 
accepts your type of payment. 

• Information on Home Health Compare is provided as a service to help you find and compare Medicare-approved 
agencies. Medicare doesn't endorse or advertise for any home health agency. 

 
Anyone can use the data on Home Health Compare. Some people may move, or download, the data to their own 
computers, organize the data in a way that suits their special interests, and print and post reports online. In doing so, they 
may have lost or misinterpreted the Home Health Compare data. You should use Home Health Compare data that comes 
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directly from www.medicare.gov/HomeHealthCompare. If you use Home Health Compare data from another source, you 
should check with the individual home health agency to make sure the information is accurate. 

 

Home Health Compare lists this home health agency information: 

• General information like: 
o Agency name, address, and phone number 
o Agency’s initial date of Medicare certification 
o Type of ownership(for profit, government, non-profit) 

• Services offered (like nursing care, physical therapy, occupational therapy, speech therapy, medical/social 
services, and home health aide services ) 

• A quality of patient care star rating that summarizes selected information about the performance of each home 
health agency compared to other agencies 

• Information about each home health agency’s quality of care (quality measures) and information from patients 
about experiences with the home health agency (patient survey results) 

 

If your doctor or referring health care provider decides you need home health care, they should give you a list of agencies 
that serve your area. If they suggest an agency or give you a list, they must tell you whether their organization has a 
financial interest in that agency. 

Use Home Health Compare to find out more about each agency and talk to your doctor or other health care provider about 
the information you find here. Keep these things in mind: 

• There are differences in how home health agencies operate and the services they provide. Look closely at each 
agency and the services they offer, discuss your options with your doctor or other health care provider, and choose 
the agency that best meets your needs. Your choice should be honored by your doctor, hospital discharge planner, or 
other referring agency. 

• Your choices may be limited by agency availability, or by your insurance coverage. Medicare Advantage Plans, 
Medicare health plans, or other health insurance plans may require that you get home health services from agencies 
they contract with. Call your plan for more information. 

• Check the Resources section for a glossary (list of terms), helpful publications, related websites, and more. 
• The information in Home Health Compare should be looked at carefully. Use it with the other information you 

gather about home health agencies. Talk to your doctor or other health care provider about the information on Home 
Health Compare. 

 

You can compare agencies by looking at the quality of patient care star rating, a single measure which summarizes 9 of 
the individual quality measures reported on Home Health Compare. You can use the star ratings of different home health 
agencies to identify how the agencies perform compared to each other. However, since the star rating calculation ranks all 
agencies from lowest to highest, some will be ranked below others even though they're providing good quality care. 
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• A 4- or 5-star rating means that the agency performed better than other agencies on the 9 measured care practices 
and outcomes. 

• A 1- or 2-star rating means that the agency's average performance on the 9 measured care practices and outcomes 
was below the averages of other agencies. 

• Across the country, most agencies fall "in the middle" with 3 or 3½ stars. 

Here is an example: 

 Agency A Agency B Agency C State Ave. National Ave. 

Quality 
of 
patient 
care 
star 
ratings 2 ½ out of 5 stars 4 out of 5 stars 

3 out of 5 
stars 

3 out of 5 
stars 3 out of 5 stars 

Agency A has a slightly lower rating than agencies B or C, but all are close to the state and national average. 

Beyond the general information that the quality of patient care star rating provides, you might want to look at the agencies' 
performance on the measures that are related to the types of services that you'll need, based on your own condition. 

If you had hip surgery, you might be interested in looking at the quality measures related to managing your daily 
activities, managing pain, treating wounds, preventing harm, and preventing unplanned hospital care, and the patient 
survey results. 
You can compare agencies’ scores on various quality measures. Here’s an example: 

 
Agency 
A 

Agency 
B 

Agency 
C 

State 
Ave. 

National 
Ave. 

How often patients got better at 
walking or moving around 42% 50% 46% 45% 47% 

How often patients had less pain 
when moving around 58% 62% 57% 62% 64% 

How often the home health team 
checked patients’ risk of falling 60% 74% 65% 68% 70% 

 
 
Compare numbers for Agency A, Agency B, and Agency C. 

1. Does each agency at least meet the state or national average? 
2. Does one agency have a better average than the state and national average? 
3. How do the agencies compare to each other for each measure that's of interest to you? 
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Agency B has higher scores than Agency A and Agency C. This may be one reason to consider Agency B as you gather 
more information about home health agencies. 
For some of the measures on Home Health Compare, LOWER numbers are better. There will be a note with each 
measure if lower numbers are better for that measure. 

For each of the measures, any numbers that are extremely different should make you consider getting more information 
from the agency. For instance, for measures where higher numbers are better, if 90% or more of one agency’s patients 
showed improvement in walking while all other agencies’ had scores in the range of 60 – 70%, you would want to find 
out why. 

You should get more information from the home health agency or the state survey agency, found in Medicare Helpful 
Contacts under Home Health Agency, that licenses or monitors its performance if the agency you’re considering has 
missing data. 
There are differences in how home health agencies operate and the services they provide. Look closely at each agency and 
the services they offer, discuss your options with your doctor or other health care provider, and choose the agency that 
best meets your needs. Your choice should be honored by your doctor, hospital discharge planner, or other referring 
agency. 

Your choices may be limited by agency availability, or by your insurance coverage. Medicare Advantage Plans, Medicare 
health plans, or other health insurance plans may require that you get home health services from agencies they contract 
with. Call your plan for more information. 
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WHAT IS A MAC? 
A Medicare Administrative Contractor (MAC) is a private health care insurer that has been awarded a 
geographic jurisdiction to process Medicare Part A and Part B (A/B) medical claims or Durable Medical 
Equipment (DME) claims for Medicare Fee-For-Service (FFS) beneficiaries.  
CMS relies on a network of MACs to serve as the primary operational contact between the Medicare FFS 
program and the healthcare providers enrolled in the program. MACs are multi-state, regional contractors 
responsible for administering both Medicare Part A and Medicare Part B claims. MACs perform many activities 
including: 

• Process Medicare FFS claims 
• Make and account for Medicare FFS payments 
• Enroll providers in the Medicare FFS program 
• Handle provider reimbursement services and audit institutional provider cost reports 
• Handle redetermination requests (1st stage appeals process) 
• Respond to provider inquiries 
• Educate providers about Medicare FFS billing requirements 
• Establish local coverage determinations (LCD’s) 
• Review medical records for selected claims 
• Coordinate with CMS and other FFS contractors 

Currently there are 12 A/B MACs and 4 DME MACs  in the program that process Medicare FFS claims for 
nearly 68% of the total Medicare beneficiary population, or 38.5 million Medicare FFS beneficiaries.  The 
MACs serve more than 1.5 million health care providers enrolled in the Medicare FFS program.  Collectively, 
the MACs process more than 1.2 billion Medicare FFS claims annually, 218 million Part A claims and more 
than 1 billion Part B claims, and paid $386 billion in Medicare benefits.   
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Medicare Administrative Contractors  
“The Hub of the Medicare FFS Program” 

Sub-Contractors 
 
Functional Contractors Overview 
Within the Medicare Fee-for-Service (FFS) operating environment, the Medicare Administrative Contractor 
(MAC) is the central point of contact for providers of health care services. The establishment and monitoring of 
the MAC’s relationships with a number of other function specific CMS contractors is critical to the integrity of 
the MAC contract administration. Functional contractors play an essential role. 
 

Call Center Operations (CCO) 
The CCO responds to inquiries from the Centers for Medicare & Medicaid Services’(CMS') customer service 
population. The Contractor supports multi-channel operations that receive and respond to inquiries, providing 
information and services through various channels including telephone, mail, email, TDD/TTY, fax, and web 
chat. The CCO fields inquiries for CMS programs such as 1-800 Medicare, the Medicare Modernization Act 
(MMA), the Health Insurance Marketplace, and other relevant programs. 
 

Virtual Data Center (VDC) 
A data center serves as a platform for claims processing software systems for Medicare claims. Traditionally, 
the Medicare contractors either operated their own data centers or contracted out for these services. As part of 
CMS’ contracting reform initiative, CMS reduced the number of data centers from more than one dozen 
separate smaller centers to two large VDCs. CMS manages these contracts. CMS migrated the entire FFS 
claims processing workload to the VDCs by March 2014. 
 

Healthcare Integrated General Ledger and Account System (HIGLAS) 
HIGLAS is the general ledger accounting system that replaced the former cash accounting systems used by 
Medicare Fiscal Intermediaries and carriers. All A/B MACs now utilize the HIGLAS system to account for 
Medicare benefit payments. Durable Medical Equipment (DME) MACs do not use HIGLAS. 
 

Benefit Coordination and Recovery Center (BCRC) 
The BCRC performs liability insurance (including self-insurance), no-fault insurance, and workers' 
compensation (Non-Group Health Plan) recovery case work. 
 
The BCRC consolidates the activities that support the collection, management, and reporting of other insurance 
coverage for Medicare beneficiaries. The BCRC takes actions to identify the health benefits available to a 
Medicare beneficiary and coordinates the payment process to prevent mistaken payment of Medicare benefits. 
The BCRC does not process claims, nor does it handle any group health plan related mistaken payment 
recoveries or claims specific inquiries. The MACs, are responsible for processing claims submitted for primary 
or secondary payment. Once the BCRC has completed its initial Medicare Secondary Payment (MSP) 
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development activities, it will notify the Commercial Repayment Center (CRC) regarding a GHP MSP 
occurrence and will notify the BCRC regarding a liability, workers’ compensation, or no-fault MSP occurrence 
(i.e., a Non-GHP MSP occurrence). 
 

Program Integrity Contractors 
The Program Integrity Contractors perform functions to ensure the integrity of the Medicare Program. Most 
MACs will interact with one Program Integrity Contractor in support of the CMS audit, oversight, and 
antifraud, waste and abuse efforts. 

Qualified Independent Contractors (QICs) 
The QICs are responsible for conducting the second level of appeals of Medicare claims. The MAC is 
responsible for handling the first level of appeals. There are 5 QIC jurisdictions: Part A East, Part A West, Part 
B North, Part B South, and one DME Jurisdiction QIC. 
 

Quality Improvement Organization (QIO) 
CMS contracts with one organization in each state, as well as the District of Columbia, Puerto Rico, and the 
U.S. Virgin Islands to serve as that state/jurisdiction's Quality Improvement Organization (QIO) contractor. 
QIOs are staffed by professionals, mostly doctors and other health care professionals, who are trained to review 
medical care and help beneficiaries with complaints about the quality of care and to implement improvements in 
the quality of care available throughout the spectrum of care. 
 
They protect beneficiaries by expeditiously addressing individual complaints, such as beneficiary complaints; 
provider-based notice appeals; violations of the Emergency Medical Treatment and Labor Act (EMTALA); and 
other related responsibilities as articulated in QIO-related law. QIOs protect the integrity of the Medicare Trust 
Fund by ensuring that Medicare pays only for services and goods that are reasonable and necessary and that are 
provided in the most appropriate setting. 
 

Recovery Auditor (RAs) 
The RAs are responsible for reviewing paid Medicare claims to identify improper Medicare payments that may 
have been made to healthcare providers and that were not detected through existing program integrity efforts. 
 

Supplemental Medical Review Contractor (SMRC) 
The SMRC conducts nationwide medical review as directed by CMS. The medical review will be performed on 
Part A, Part B, and DME providers and suppliers. Services/Provider Specialties to be reviewed will be selected 
by CMS. The SMRC will evaluate medical records and related documents to determine whether Medicare 
claims were billed in compliance with coverage, coding, payment, and billing practices. The SMRC will 
perform medical review in accordance with CMS regulations, CMS Publication 100-08 (known as the Program 
Integrity Manual) and other current and future CMS Provider Compliance Group/Division of Medical Review 
and Education initiatives. 
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Unified Program Integrity Contractor (UPIC) 
 
UPICs were created to perform program integrity functions for Medicare Parts A, B, Durable Medical 
Equipment Prosthetics, Orthotics, and Supplies, Home Health and Hospice, Medicaid and Medicare-Medicaid 
data matching. Medicare Part C and D program integrity efforts are handled separately by one national 
contractor known as the Medicare Drug Integrity Contractor (MEDIC). The UPICs and the MEDIC work under 
the direction of the Center for Program Integrity (CPI) in CMS. 
UPICs primary goal is to investigate instances of suspected fraud, waste, and abuse in Medicare or Medicaid 
claims. They develop investigations early, and in a timely manner, take immediate action to ensure Medicare 
Trust Fund monies are not inappropriately paid. They also identify any improper payments that are to be 
recouped by the MAC (Medicare Administrative Contractor). Actions the UPICs take to detect and deter fraud, 
waste, and abuse in the Medicare program include: 

• Investigate potential fraud and abuse for CMS administrative action or referral to law enforcement; 
• Conduct investigations in accordance with the priorities established by CPI's Fraud Prevention System; 
• Perform medical review, as appropriate; 
• Perform data analysis in coordination with CPI's Fraud Prevention System, IDR and OnePI; 
• Identify the need for administrative actions such as payment suspensions, prepayment or auto-denial edits, 

revocations, postpay overpayment determination; 
• Share information (e.g. leads, vulnerabilities, concepts, approaches) with other UPICs/ZPICs to promote the 

goals of the program and the efficiency of operations at other contracts; and 
• Refer cases to law enforcement to consider civil or criminal prosecution. 

In performing these functions, UPICs may, as appropriate: 
• Request medical records and documentation; 
• Conduct interviews with beneficiaries, complainants, or providers; 
• Conduct site verification; 
• Conduct an onsite visit; 
• Identify the need for a prepayment or auto-denial edit; 
• Institute a provider payment suspension; and 
• Refer cases to law enforcement. 

 
UPICs also support victims of Medicare identity theft. A provider or supplier who believes he/she may have had 
their provider information stolen and used to submit Medicare claims for which payment was made can request 
their UPIC to investigate the case. The UPIC will then work with CMS to determine the appropriate remedial 
action to assist the provider. 
 
 
Comprehensive Error Rate Testing (CERT) 
The Centers for Medicare & Medicaid Services (CMS) estimates the Medicare Fee-for-Service (FFS) program 
improper payment rate through the Comprehensive Error Rate Testing (CERT) program. Each year, the CERT 
program reviews a statistically valid stratified random sample of Medicare FFS claims to determine if they were 
paid properly under Medicare coverage, coding, and payment rules. 
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Home Health & Hospice MAC Areas as of October 2019 

In March 2007, the Centers for Medicaid & Medicare Services (CMS) announced that the Home Health and Hospice 
workloads would be consolidated into four of the Part A and Part B (A/B) Medicare Administrative Contractor (MAC) 
contracts instead of being procured separately.  CMS integrated the four Home Health and Hospice jurisdictional claims 
workloads into the following four A/B MAC jurisdictions: 
 
Jurisdiction 6 — National Government Services, Inc. 
(Alaska, American Samoa, Arizona, California, Guam, Hawaii, Idaho, Michigan, Minnesota, Nevada, New Jersey, New 
York, Northern Mariana Islands, Oregon, Puerto Rico, US Virgin Islands, Wisconsin and Washington) 
Jurisdiction 15 — CGS Administrators, LLC 
(Delaware, District of Columbia, Colorado, Iowa, Kansas, Maryland, Missouri, Montana, Nebraska, North Dakota, 
Pennsylvania, South Dakota, Utah, Virginia, West Virginia, and Wyoming) 
Jurisdiction M —Palmetto GBA, LLC 
(Alabama, Arkansas, Florida, Georgia, Illinois, Indiana, Kentucky, Louisiana, Mississippi, New Mexico, North Carolina, 
Ohio, Oklahoma, South Carolina, Tennessee, and Texas) 
Jurisdiction K — National Government Services, Inc. 
(Connecticut, Maine, Massachusetts, New Hampshire, Rhode Island, and Vermont
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Week 1 in Review 
 

 
Lyndon Johnson signing Medicare bill, with Harry Truman, July 30, 1965 

 
What is Medicare? 
It is a well-known fact that health is wealth, for this reason several people all around the world takes and initiate 
various measures to ensure that people stay healthy. But with the cost of living, having access to the necessary 
facilities to keep on healthy is quite a task. Several persons are covered with insurance policies to have good 
access to health care, but this is limited, and a significant number of people were left out even though they were 
at the age where they needed sufficient health care. There was a need and a desire for a national health care plan 
as health insurance was not provided to all citizens of America as it is in several other industrialized nations. 
The United States’ congress designed what is called the “Medicare Program” which tend to promote the welfare 
of the citizens of the United States.  "Medicare" was the name originally given to a program providing medical 
care for families of individuals serving in the military as part of the Dependents' Medical Care Act passed in 
1956. 
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President Eisenhower held the first White House Conference on Aging in January 1961, in which the creation of 
a program of health care for social security beneficiaries was proposed. 
 
In July 1965, under the leadership of President Lyndon Johnson, Congress enacted Medicare under Title XVIII 
of the Social Security Act to provide health insurance to people age 65 and older, regardless of income or 
medical history. Johnson signed the bill into law on July 30, 1965 at the Harry S. Truman Presidential Library 
in Independence, Missouri. Former President Truman and his wife, former First Lady Bess Truman became the 
first recipients of the program. Before Medicare's creation, approximately 60% of those over 65 had health 
insurance, with coverage often unavailable or unaffordable to many others, because older adults paid more than 
three times as much for health insurance as younger people. Many of this latter group (about 20% of the total in 
2015) became "dual eligible" for both Medicare and Medicaid with the passage of the law. In 1966, Medicare 
spurred the racial integration of thousands of waiting rooms, hospital floors, and physician practices by making 
payments to health care providers conditional on desegregation. 
 
Medicare has been in operation for a half century and, during that time, has undergone several changes. Since 
1965, the provisions of Medicare have expanded to include benefits for speech, physical, and chiropractic 
therapy in 1972. Medicare added the option of payments to health maintenance organizations in the 1980s. Over 
the years, Congress expanded Medicare eligibility to younger people who have permanent disabilities and 
receive Social Security Disability Insurance (SSDI) payments and those who have end-stage renal disease 
(ESRD). The association with HMOs begun in the 1980s was formalized under President Clinton in 1997 as 
Medicare Part C. In 2003, under President George W. Bush, a Medicare program for covering almost all drugs 
was passed (and went into effect in 2006) as Medicare Part D. The government added hospice benefits to aid the 
elderly on a temporary basis in 1982, and made this permanent in 1984. Congress further expanded Medicare in 
2001 to cover younger people with amyotrophic lateral sclerosis (ALS, or Lou Gehrig’s disease). 
 
The Centers for Medicare and Medicaid Services(CMS), a component of the Department of Health and Human 
Services(HHS), administers Medicare, Medicaid, the Children's Health Insurance Program(CHIP), the Clinical 
Laboratory Improvement Amendments(CLIA) and parts of the Affordable Care Act (ACA).Along with the 
Departments of Labor and Treasury, CMS also implements the insurance reform provisions of the Health 
Insurance Portability and Accountability Act of 1996 (HIPAA) and most aspects of the Patient Protection and 
Affordable Care Act (PPACA) of 2010 as amended. The Social Security Administration is responsible for 
determining Medicare eligibility, eligibility for and payment of Extra  Help/Low Income Subsidy payments 
related to Part D Medicare, and collecting some premium payments for the Medicare program. The Chief 
Actuary of CMS is responsible for providing accounting information and cost-projections to the Medicare 
Board of Trustees to assist them in assessing the financial health of the program. The Board is required by law 
to issue annual reports on the financial status of the Medicare Trust Funds, and those reports are required to 
contain a statement of actuarial opinion by the Chief Actuary. Since the beginning of the Medicare program, 
CMS (that was not always the name of the responsible bureaucracy) has contracted with private insurance 
companies to operate as intermediaries between the government and medical providers to administer Part A and 
Part B benefits. Contracted processes include claims and payment processing, call center services, clinician 
enrollment, and fraud investigation. Beginning in 1997 and 2005 respectively, these and other insurance 
companies also began administering Part C and Part D plans. The Specialty Society Relative Value Scale 
Update Committee (or Relative Value Update Committee; RUC), composed of physicians associated with the 
American Medical Association, advises the government about pay standards for Medicare patient procedures 
performed by doctors and other professionals under Medicare Part B. A similar but different CMS system 
determines the rates paid acute care and other hospitals— including skilled nursing facilities—under Medicare 
Part A. 
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A Brief History of Medicare 
The discourse about a national health insurance system for the citizens of America goes way back to the days of 
President Teddy Roosevelt, whose platform included health insurance when he ran for president in the year 
1912. But the idea for a national health plan didn’t gain steam until it was pushed by President Truman of the 
United States. Medicare is the federal health insurance program which was created in the year 1965 to provide 
health care coverage for citizens of America which were aged 65 and above. But the Medicare program was 
used in early times at about 1950 and it was initially a program which provided medical care for families and 
individuals who serve the country in the military field as part of the Dependents' Medical Care Act, which was 
enacted in the year 1956. On November 19, 1945, seven months into the presidency of Truman, he sent a 
message to Congress, calling for the creation of a national health insurance fund, open to all Americans.  The 
plan Truman envisioned would provide health coverage to individuals, paying for such typical expenses as 
doctor visits, hospital visits, laboratory services, dental care and nursing services. Although Truman fought to 
get the bill passed during his term, he was unsuccessful, and it took several years before there became a thing of 
national health plan. President John F. Kennedy also made efforts to push for a national health care program for 
seniors after a national study showed that 56 percent of Americans over the age of 65 were not covered by 
health insurance, his efforts were not all successful. 
 
There was a conference held in January in the year 1961 by president Dwight D. Eisenhower, the first white 
house conference on aging. And in that conference, there was a proposition to create a health care program for 
beneficiaries of social security. Few years after the conference was held in 1961, under the rule of then 
President Lyon Johnson, the congress decreed Medicare under the title XVIII of the Social Security Act. This 
was said to provide health insurance for those persons who were at the age of 65 and older, despite their income 
level or medical history. President Johnson signed the bill into law at the Harry S. Truman presidential library in 
independence, Missouri on the 30th day of July in the year 1965. Medicare awakened the racial integration of 
thousands of waiting rooms, hospital floors, and physician practices by making payments to health care 
providers conditional on integration. Medicare has been operated for a half century and, during that time, it has 
undergone several changes. In 1972, President Richard M. Nixon signed into the law the first major change to 
Medicare. The legislation widened coverage to include individuals under the age of 65 with long-term 
disabilities and individuals with end-stage renal disease. 
  
In recent times, Medicare continues to provide health care for those in need. In the year 2017, there were over 
58.5 million people receiving health coverage through Medicare. 
 
 
 
 
 
 
 
 
 
 
 

 



 

 
 

Week 1 | The History of Home Health PMBi Study Guide 

Page 28 
 
 

 
Raising the age of eligibility 

 
A number of different plans have been introduced that would raise the age of Medicare eligibility. Some have 
argued that, as the population ages and the ratio of workers to retirees increases, programs for the elderly need 
to be reduced. Since the age at which Americans can retire with full Social Security benefits is rising to 67, it is 
argued that the age of eligibility  for Medicare should rise with it (though people can begin receiving reduced 
Social Security benefits as early as age 62). The CBO projected that raising the age of Medicare eligibility 
would save $113 billion over 10 years after accounting for the necessary expansion of Medicaid and state health 
insurance exchange subsidies under health care reform, which are needed to help those who could not afford 
insurance purchase it. The Kaiser Family Foundation found that raising the age of eligibility would save the 
federal government $5.7 billion a year, while raising costs for other payers. According to Kaiser, raising the age 
would cost $3.7 billion to 65-and 66-year-olds, $2.8 billion to other consumers whose premiums would rise as 
insurance pools absorbed more risk, $4.5 billion to employers offering insurance, and $0.7 billion to states 
expanding their Medicaid rolls. Ultimately Kaiser found that the plan would raise total social costs by more than 
twice the savings to the federal government. 
 
 
 

Summary – What is Medicare? 
 
Medicare is the federal health insurance program for: 
•People who are 65 or older 
•Certain younger people with disabilities 
•People with End-Stage Renal Disease (permanent kidney failure requiring dialysis or a transplant, sometimes 
called ESRD) 
 
The different parts of Medicare help cover specific services: 
 
Medicare Part A (Hospital Insurance) 
Part A covers inpatient hospital stays, care in a skilled nursing facility, hospice care, and some home  
health care. 
 
Medicare Part B (Medical Insurance) 
Part B covers certain doctors' services, outpatient care, medical supplies, and preventive  
services. 
 
Medicare Part C (Medicare Advantage Plans) 
A type of Medicare health plan offered by a private company that contracts with Medicare. Medicare 
Advantage 
Plans provide all of your Part A and Part B benefits. Medicare Advantage Plans include: 
•Health Maintenance Organizations 
•Preferred Provider Organizations 
•Private Fee-for-Service Plans 
•Special Needs Plans 
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•Medicare Medical Savings Account Plans 
If you’re enrolled in a Medicare Advantage Plan: 
•Most Medicare services are covered through the plan 
•Medicare services aren’t paid for 
by Original Medicare 
Most Medicare Advantage Plans offer prescription drug coverage. 
 
Medicare Part D (prescription drug coverage) 
Part D adds prescription drug coverage to: 
•Original Medicare 
•Some Medicare Cost Plans 
•Some Medicare Private-Fee-for-Service Plans 
•Medicare Medical Savings Account Plans 
These plans are offered by insurance companies and other private companies approved by Medicare. Medicare 
Advantage Plans may also offer prescription drug coverage that follows the same rules as Medicare Prescription 
Drug Plan 
 

 
 

New Changes to Medicare Cards effective 2020 
 

 
 
 
 
 
 
 
 

 
 



 

 
 

Week 1 | The History of Home Health PMBi Study Guide 

Page 30 
 
 

 
Week 1 - EXERCISES 

 
 
Go to Medicare.gov and explore the website 
• Learn how to look up agencies 
• Learn how to look up Star rating 
• Learn how to look up HHCAPS 
• Learn how to compare home health agencies 
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