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Baseline Projections
Department of Defense-Medicare Eligible Retiree Health Care Fund

The Department of Defense Medicare-Eligible Retiree Health Care Fund (MERHCF) pays for the care of Medicare-eligible
retirees of the armed forces and their Medicare-eligible survivors and dependents. Among the MERHCF’s benefits is
TRICARE for Life (TFL), which usually pays all of a beneficiary’s out-of-pocket costs for physician and hospital services
covered under Medicare. (Beneficiaries must enroll in Medicare’s Part B, Medical Insurance.) With copayments, TFL
participants also can purchase prescription drugs through retail pharmacies or through a national mail order pharmacy. In
addition, the MERHCF reimburses Department of Defense hospitals and clinics for goods or services provided to its
beneficiaries.

The MERHCEF also pays a fee for each beneficiary who forgoes TFL and instead enrolls in the Uniformed Services Family
Health Plan (USFHP), an association of six health maintenance organizations available only at selected locations. The costs
per person to the MERHCEF for those enrollees are greater than for TFL beneficiaries because USFHP pays the full cost of
care provided to its enrollees, whereas TFL pays only the portion of allowable charges that are not paid for by Medicare or
another form of health insurance.



Congressional Budget Office February 2024

© i,
u Baseline Projections

Department of Defense Medicare-Eligible Retiree Health Care Fund

2025- 2025-
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2029 2034

BUDGET INFORMATION
Millions of dollars, by fiscal year

Estimated Outlays From the MERHCF 11,839 12,442 13,025 13,753 14,387 15,007 15,703 16,401 17,105 17,801 18,489 68,614 154,113

Components of the MERHCF
TRICARE for Life 10,989 11,573 12,137 12,845 13,463 14,070 14,754 15,442 16,139 16,829 17,514 64,088 144,766
USFHP 850 869 888 908 924 937 949 959 966 972 975 4,526 9,347

PARTICIPATION AND BENEFIT INFORMATION
By fiscal year

Average Annual Beneficiaries (Thousands of people)
TRICARE for Life® 2,478 2,503 2,526 2,546 2,564 2,577 2,583 2,583 2,577 2,568 2,558 n.a. n.a.

USFHP® 46 45 44 43 41 40 39 38 36 35 33 n.a. n.a.

Cost Per Beneficiary (Dollars)
TRICARE for Life
Purchased care

Inpatient/outpatient 1,843 1,937 2,043 2,160 2,262 2,375 2,504 2,635 2,775 2,921 3,064 n.a. n.a.

Pharmacy 1,689 1,757 1,790 1,872 1,929 1,976 2,048 2,128 2,215 2,298 2,385 n.a. n.a.
Military treatment facilities

Inpatient/outpatient 501 521 544 569 595 622 652 683 717 752 789 n.a. n.a.

Pharmacy 403 418 436 455 475 496 518 542 567 592 618 n.a. n.a.

Total TRICARE for Life 4,436 4,633 4,813 5,056 5,261 5,469 5,722 5,988 6,274 6,563 6,856 n.a. n.a.

USFHP° 18,475 19,309 20,187 21,114 22,524 23,429 24,330 25226 26,840 27,766 29,554 n.a. n.a.

MERHCF = Department of Defense Medicare-Eligible Retiree Health Care Fund; TFL = TRICARE for Life; USFHP = Uniformed Services Family Health Plan; n.a. = not applicable.

a. TRICARE for Life beneficiaries include all military retirees, survivors, and their dependents who are eligible for benefits from the MERHCF unless they are enrolled in USFHP. For those enrolled in Medicare
Part B, benefits include the TFL Medicare wrap-around benefit, pharmacy benefits, and any care provided to those beneficiaries at military treatment facilities. TFL beneficiaries shown in this table also
include those non-USFHP beneficiaries who are ineligible to use TFL because they are not enrolled in Medicare Part B but are still eligible for some benefits from the MERHCF, such as direct care at military
treatment facilities. CBO estimates that about 90 percent of beneficiaries who are eligible for TFL use the benefit.

b. The beneficiary projections for USFHP include CBO’s projection of Medicare-eligible beneficiaries enrolled in that program and exclude beneficiaries enrolled in USFHP who are not Medicare eligible. Costs
for those beneficiaries are not paid from the MERHCF. The enroliment of Medicare-eligible beneficiaries in USFHP is declining over time because the National Defense Authorization Act for Fiscal Year 2012
limits future enroliment of Medicare-eligible beneficiaries to those enrolled as of the start of fiscal year 2013.

c. The costs per capita to the MERHCF for USFHP beneficiaries are greater than for TFL beneficiaries because USFHP is responsible for the full cost of care for its enrollees, whereas TFL pays only the
portion of allowable charges that are not paid for by Medicare or another form of health insurance.
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