Medicare Physician Fee Schedule Updates
The Centers for Medicare & Medicaid Services released
the proposed physician fee schedule for 2010 on July 1,
2009,, which contained provisions for significant
reductions to the current physician payment schedule in
an attempt to limit healthcare expenditures to a
sustainable target amount.
Without Congressional
intervention, physicians are expected to receive a 21.5%
payment cut in 2010 and additional cuts between 5 and
6.5 percent in subsequent years.1 For the past several
years Congress has intervened to prevent such
previously scheduled decreases. In efforts to thwart the
scheduled payment cuts for 2010, the US House Ways
and Means Committee and Energy and Commerce
Committee have worked together to create a proposal to
restructure the method in which physicians are
reimbursed by Medicare.2
Under the proposal, payments would no longer be
affected by the Sustainable Growth Rate (SGR) formula
currently in effect. Rather, payments would grow with
the Gross Domestic Product, with primary care being
allowed increases of up to GDP plus two percent, and
other physician services being allowed increases up to
GDP plus one percent. The program, which would
exclude pharmaceuticals and laboratory services, would
begin in 2011 with a defined update for 2010 based on
the Medicare economic index to allow for development
of the new payment system.3
While the proposal would cost over $300 billion over the
next ten years, Secretary of Health and Human Services,
Kathleen Sebelius, stated that it would be aided in part
by recovered monies from increased anti-fraud efforts.
According to Sebelius, the government saves $1.55 for
each $1 spent on anti-fraud programs, and these savings
and returned monies would partially offset the costs of
the new physician payment system.4 No other funding
proposals were provided by the House Ways and Means
Committee.
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In December 2008, the American Medical Association
(AMA) stated that reforming both physician payment
and the SGR formula would be a top priority for the
organization in 2009, calling for improvements to the
“flawed” formula that they believe does not accurately
reflect practice costs, cost increases, and geographic
differences.5 While the changes proposed by the House
Ways and Means Committee provides a more general
update to the payment formula and there is no guarantee
whether or not these changes will be included in the
draft reform bill expected to be completed later this
summer, the proposal is, at the very least, an
acknowledgement of the need to update and reform
Medicare physician payments.
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Robert James Cimasi, MHA, ASA, FRICS, MCBA, AVA, CM&AA, serves
as President of HEALTH CAPITAL CONSULTANTS (HCC), a nationally
recognized healthcare financial and economic consulting firm headquartered in
St. Louis, MO, serving clients in 49 states since 1993. Mr. Cimasi has over
thirty years of experience in serving clients, with a professional focus on the
financial and economic aspects of healthcare service sector entities including:
valuation consulting and capital formation services; healthcare industry
transactions including joint ventures, mergers, acquisitions, and divestitures;
litigation support & expert testimony; and, certificate-of-need and other
regulatory and policy planning consulting.
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HEALTH CAPITAL
CONSULTANTS (HCC) is an
established, nationally recognized
healthcare financial and economic
consulting firm headquartered in
St. Louis, Missouri, with regional
personnel nationwide. Founded in
1993, HCC has served clients in
over 45 states, in providing
services including: valuation in all
healthcare sectors; financial
analysis, including the
development of forecasts, budgets
and income distribution plans;
healthcare provider related
intermediary services, including
integration, affiliation, acquisition
and divestiture; Certificate of
Need (CON) and regulatory
consulting; litigation support and
expert witness services; and,
industry research services for
healthcare providers and their
advisors. HCC’s accredited
professionals are supported by an
experienced research and library
support staff to maintain a
thorough and extensive knowledge
of the healthcare reimbursement,
regulatory, technological and
competitive environment.
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