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During the question and answer period, Dr. Eby responded to a number of inquiries from Rep.
Nydia Velazquez (D-NY), who chairs the committee, and the senior Republican, Rep. Steve
Chabot (R-OH), who asked for his views on proposals for association health plans, health
savings accounts, universal coverage and ñsocialized medicine.ò Dr. Eby pointed out that while 
rising premiums are often explained by the increase in health care costs generally; insurance
reimbursement rates for physicians have not kept pace with the staggering increases in
premiums. Moreover, he pointed out that more emphasis on primary care and the adoption of a
ñmedical homeò for every patient would increase the value of the health services provided and 
reduce costs for payers.

2. SENATE FINANCE COMMITTEE TO CONSIDER PHYSICIAN PAYMENT BILL
Senate Democrats plan to move quickly this year on a Medicare reform bill that blocks
upcoming physician payment cuts for 18 months and potentially includes modifications to the
payment formula. As part of this process, the Senate Finance Committee will hold hearings
spotlighting overpayments to Medicare Advantage plans to lay the groundwork for reducing
them to offset the costs of the increased payments to physicians. If Congress does not act by
June 30, a 10.6 percent reduction in Medicareôs paymentsto physicians will become effective.
There has been some discussion of letting the increase go into effect but include a retroactive
payment increase in the final spending bill at the end of the year

Many Republican Senators and the White House are opposed to cuts in payments to Medicare
Advantage plans, even if they are used to offset a physician payment measure. The cost of
extending the current payment rate for 18 months is estimated to be $12-$15 billion. It is
difficult to see how the Finance Committee can offset the costs of the physician payment
measure without reducing the costs of the Medicare Advantage plans.

Meanwhile, Michael Leavitt, Secretary of Health and Human Services, has predicted that the
Presidentôs budget will include a proposal to change the Medicare sustainable growth rate
(SGR) formula, which is the basis for much of the problems with the payment system.

Another area of uncertainty is whether the Senate Finance Committee bill that will emerge from
this process will include any significant assistance for health information technology (HIT).
Some of the members of the committee, for example, are pressing to include a mandate for e-
prescribing by 2009. The AAFP, as do most other physician groups, supports e-prescribing only
when the necessary technical infrastructure is in place and provides incentives to physicians to
use it.

The AAFPôs position on the physician payment issue is that Congress should pass an 18-month
extension of the Medicare update, with an eye to using the time to find a permanent solution to
the broken SGR. With that goal in mind, the AAFP staff have been working with other physician
groups and the AMA to develop a simple 18-month extension bill that we would ask
Congressional leaders to introduce and use as the basis for resolving the crisis this year. AAFP
leadership will meet with Finance Committee members to urge a quick and appropriate
resolution to this payment issue.

3. PRESIDENT SIGNS CATCH-ALL SPENDING BILL
On December 26, 2007, President Bush signed the final spending bill for fiscal year 2008 (HR
2764). The law provides for $555 billion for 11 of the 12 regular spending measures, plus $70
billion in funding for the wars in Iraq and Afghanistan. Although the omnibus bill met the
spending limit set by President Bush, Congressional Democrats were able to restore a number
of programs targeted for elimination by the Administrationôs budget.  








