Estimated Changes in Net Federal Outlays from Alternative Proposals

for Changing Physician Payment Rates
By Fiscal Year, in Billions of Dollars

NOTE: All options assume payment rates are held at the current level for the second half of calendar year 2008.

2008- 2008-

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2013 2018
Options Not Subject to Being Recouped by the SGR Mechanism a/
0 Percent Update for the Second Half of 2008 only (this is assumed in each option)
and Reduce Payment Rates by about 15 Percent in 2009 to Hold Future Rates at Current-
Law Levels b/ 15 0.6 0.0 0 0 0 0 0 0 0 0 2.1 21
0 Percent Update 2009 and Reduce Payment Rates by about 20 Percent in 2010 to Hold
Future Rates at Current-Law Levels b/ 15 4.4 21 0 0 0 0 0 0 0 0 8.1 8.1
0 Percent Update for 2009 and 2010 and Reduce Payment Rates by about 24 Percent in
2011 to Hold Future Rates at Current-Law Levels b/ 1.5 4.4 8.9 2.9 0 0 0 0 0 0 0 178 1738
1 Percent Update in 2009, and Reduce Payment Rates by about 21 Percent in 2010 to
Hold Future Rates at Current-Law Levels b/ 15 4.7 2.2 0 0 0 0 0 0 0 0 8.4 8.4
1 Percent Update in 2009 and 2010 and Reduce Payment Rates by about 26 Percent in
2011 to Hold Future Rates at Current-Law Levels b/ 1.5 4.7 9.7 3.2 0 0 0 0 0 0 0 191 191
MEI Update in 2009, and Reduce Payment Rates by about 21 Percent in 2010 to Hold
Future Rates at Current-Law Levels b/ 15 4.9 2.4 0 0 0 0 0 0 0 0 8.7 8.7
MEI Update in 2009 and 2010 and Reduce Payment Rates by about 27 Percent in 2011
to Hold Future Rates at Current-Law Levels b/ 15 49 104 3.4 0 0 0 0 0 0 0 202 20.2
0 Percent Update Through at Least 2018 1.5 4.4 89 120 152 188 228 274 322 37.0 40.0 608 220.1
0 Percent Update Through at Least 2018 and Premium Hold-Harmless c/ 1.5 57 114 152 193 238 289 346 406 46.7 504 76.9 278.2
1 Percent Update Through at Least 2018 1.5 4.7 97 1383 172 215 264 320 379 440 484 679 256.7
1 Percent Update Through at Least 2018 and Premium Hold-Harmless c/ 1.5 6.0 124 170 21.8 273 335 405 479 556 611 86.0 3245
MEI Update Through at Least 2018 1.5 49 104 143 186 235 291 358 430 505 56.7 731 2881
MEI Update Through at Least 2018 and Premium Hold-Harmless c/ 15 6.2 132 182 236 299 369 452 542 638 715 925 3643
"Reset" SGR Targets at 2008 Spending Level d/ 15 3.6 78 105 125 145 171 205 241 279 29.7 505 169.8
"Reset" SGR Targets at 2008 Spending Level and Premium Hold-Harmless c,d/ 15 46 100 134 159 184 21.7 259 305 352 374 638 2145
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Estimated Changes in Net Federal Outlays from Alternative Proposals for Changing Physician Payment Rates

By Fiscal Year, in Billions of Dollars
Continued

NOTE: All options assume payment rates are held at the current level for the second half of calendar year 2008.

2008- 2008-
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2013 2018

Options Subject to Being Recouped by the SGR Mechanism a/
0 Percent Update for the Second Half of 2008 only 15 1.7 2.3 2.3 2.3 2.4 2.5 2.6 2.7 2.7 0.3 126 234
0 Percent Update for 2009 15 4.4 7.1 7.3 7.4 7.6 7.9 8.3 8.6 8.8 6.6 354 755
0 Percent Update for 2009 and Premium Hold-Harmless ¢/ 15 5.7 9.1 9.2 9.4 9.7 100 105 109 111 83 446 953
0 Percent Update for 2009, and 2010 15 4.4 89 100 101 104 108 113 11.8 121 100 454 1013
0 Percent Update for 2009, and 2010 and Premium Hold-Harmless c/ 15 57 114 126 129 133 137 143 149 152 126 57.3 1281
1 Percent Update in 2009 15 4.7 7.6 7.7 7.9 8.1 8.4 8.8 9.2 9.3 72 375 803
1 Percent Update in 2009, and Premium Hold-Harmless c/ 15 6.0 9.6 98 100 103 107 111 116 118 9.0 473 1015
1 Percent Update in 2009 and 2010 1.5 4.7 9.7 109 111 115 119 124 129 132 112 494 1111
1 Percent Update in 2009 and 2010 and Premium Hold-Harmless c/ 15 6.0 124 139 141 146 151 157 163 16.7 141 625 1405
MEI Update in 2009 15 4.9 7.9 8.1 8.3 8.5 8.8 9.2 9.6 9.8 76 392 842
MEI Update in 2009 and Premium Hold-Harmless ¢/ 15 6.2 101 103 105 108 11.2 117 121 124 9.6 49.4 106.4
MEI Update in 2009 and 2010 1.5 49 104 117 119 122 127 133 138 141 121 525 1185
MEI in 2009 and 2010 and Premium Hold-Harmless c/ 15 6.2 132 148 151 156 161 168 174 178 153 66.4 149.8

Source: Congressional Budget Office
Notes: Estimates are based on the Congressional Budget Office's March 2008 baseline.

MEI = Medicare Economic Index; SGR = sustainable growth rate; "Net Federal Outlays" includes the effect on fee-for-service Medicare spending, interactions with payments to Medicare

Advantage plans and Part B premiums (unless otherwise noted), and TRICARE for Life.

a/ By default, the SGR mechanism will not recoup the additional spending that results from legislation that changes payment rates for physicians' services unless that legislation also specifies

that the change is not to be treated as a change in law or regulation.

b/ These options would allow for a larger reduction in payment rates that would otherwise be permitted by the SGR formula in the year immediately following the increase.

¢/ Proposals that include a "premium hold-harmless" provision would exclude increases or decreases in spending attributable to them from calculations of the Part B Premium.

d/ This option would forgive all spending that has accrued above the cumulative targets and set both the cumulative target and cumulative spending to zeros as of December 31, 2007, using

calendar year 2008 as the base period for future application of the SGR.

Page 2 of 2

3/14/2008



