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PRESIDENT’S FISCAL YEAR 2019
HEALTH CARE PROPOSALS

THURSDAY, FEBRUARY 15, 2018

U.S. SENATE,
COMMITTEE ON FINANCE,
Washington, DC.

The hearing was convened, pursuant to notice, at 9:05 a.m., in
room SD-215, Dirksen Senate Office Building, Hon. Orrin G. Hatch
(chairman of the committee) presiding.

Present: Senators Grassley, Crapo, Thune, Isakson, Portman,
Toomey, Heller, Scott, Cassidy, Wyden, Stabenow, Cantwell, Nel-
son, Menendez, Carper, Cardin, Brown, Casey, McCaskill, and
Whitehouse.

Also present: Republican staff: Jay Khosla, Staff Director; Chris
Armstrong, Chief Oversight Counsel; Brett Baker, Health Policy
Advisor; Ryan Martin, Senior Human Services Advisor; Stuart
Portman, Health Policy Advisor; and Caitlin Soto, Oversight Coun-
sel. Democratic staff: Joshua Sheinkman, Staff Director; Laura
Berntsen, Senior Advisor for Health and Human Services; Anne
Dwyer, Health-care Counsel; Michael Evans, General Counsel,
Elizabeth Jurinka, Chief Health Advisor; Matt Kazan, Health Pol-
icy Advisor; and Arielle Woronoff, Senior Health Counsel.

OPENING STATEMENT OF HON. ORRIN G. HATCH, A U.S.
SENATOR FROM UTAH, CHAIRMAN, COMMITTEE ON FINANCE

The CHAIRMAN. The committee will come to order.

Before I begin, I want to express on behalf of the committee the
sadness we all feel in light of yesterday’s events in Florida.

I was firstly horrified as I watched the news unfold yesterday,
though I was also moved to hear some of the stories of the heroism
displayed by some of the students and teachers at the school.

In times like these, I know that thoughts expressed from those
of us who are far away can sometimes seem empty and meaning-
less in the face of such a terrible tragedy. I will simply say that
I am praying for all of those who were affected by these acts of
senseless violence. That, of course, includes a member of our com-
mittee, who I know is mourning the loss and pain felt by those in
his own State.

May they all find peace, healing, and a speedy recovery.

Now, I welcome everybody here to today’s hearing, which will be
our third and final hearing on the President’s budget for fiscal year
2019. We have already had the Treasury Secretary and the Acting
IRS Commissioner appear before us. And today we will be talking
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with Secretary Azar from the Department of Health and Human
Services.

Secretary Azar, I want to thank you for being here and cooper-
ating with us, and welcome back. It has been just a little over a
month since you last appeared before us. This could cause some
nervous reactions, you never know.

Of course, you are still very new to your position, but we are glad
to have you back, because we have a lot to discuss.

Since you were last here, this committee has amassed a number
of legislative victories. I want to take a few minutes to highlight
these accomplishments, as many are within HHS’s jurisdiction.

Last month, as a result of countless hours of work by this com-
mittee, Congress passed and the President signed a 6-year CHIP
extension. A few weeks later, we added another 4 years to that ex-
tension as part of a bipartisan budget act. That is 10 more years
of CHIP funding, which is, quite frankly, really a historic accom-
plishment.

Senator Ted Kennedy and I created the CHIP program more
than 2 decades ago. And despite always enjoying bipartisan sup-
port, at no point in the program’s history have we been able to de-
liver this much certainty and security for the families and children
who depend on CHIP.

I want to once again commend my colleagues on both sides who
joined in this effort and who share in this success, and especially
my colleague from Oregon. It was no small feat.

In addition to the CHIP extension, the CHRONIC Care Act, an-
other bipartisan legislative product out of this committee, was also
signed into law recently. This new law will improve care for Medi-
care beneficiaries living with chronic conditions, streamline care co-
ordination, and improve quality outcomes without worsening Medi-
care’s shaky fiscal status.

Again, I want to thank everyone on this committee who worked
on this bill, most notably our ranking member, Senator Wyden, as
well as Senators Isakson and Warner, who were key leaders in the
drafting and passage of this very important bill.

And it does not end there. The budget bill also included the bi-
partisan Family First Prevention Services Act, which will help
keep more children safely with their families specifically by fund-
ing substance abuse and mental health services that have been
shown to prevent children from entering foster care.

All of this success is testament to bipartisanship and proves that
it is possible for both parties to find common ground and work to-
gether. As always, there is more work to be done, and I am opti-
mistic that we can be just as effective in the coming months.

Of course, these recent achievements will not mean much if they
are not implemented properly.

Secretary Azar, I look forward to working with you as this proc-
ess moves forward.

Now, I would like to take a moment to talk about some of the
specifics in the President’s budget which recognize the need to
eliminate wasteful spending, rein in our national debt, and focus
on protecting Americans at home.

I appreciate that the President’s budget takes steps toward a
course correction that will hopefully lead to a more economically
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sound future, all while still ensuring high-quality and accessible
health care.

One of the key and critical assumptions in the President’s budget
is the repeal of Obamacare. The budget bakes in this repeal and
replaces it with a State-based grant system. All told, the adminis-
tra%on %stimates that would save more than $675 billion—that is
with a “b.”

Many of us on the committee, I think all of us on the Republican
side, share this desire to repeal Obamacare. And we have actually
done some great work on rolling back major elements of the so-
called Affordable Care Act this Congress.

For starters, our tax reform bill zeroed out the individual man-
date tax. The recent budget bill also included the so-called Medi-
care extenders and repealed the Independent Payment Advisory
Board. And in that same bill, we extended previous delays on other
Obamacare taxes, including the medical device tax, the health in-
surance, and the so-called “Cadillac tax.”

But as the budget points out, we are not quite there yet. I hope
we can take additional steps in the future, and I look forward to
continuing our discussions on how we can stop the skyrocketing
costs of health care in a meaningful and a well-governed way.

Beyond the critical repeal-and-replace efforts with Obamacare,
we also need to start getting serious about Medicare and Medicaid
reforms. Both of these programs need to be put on more sustain-
able paths so that we can fulfill the promises of these programs for
future generations.

I know that any time a Republican mentions the fiscal predica-
ment of Medicare and Medicaid, we are essentially asking to be ac-
cused of robbing the elderly and low-income families of their health
care. But none of these scare tactics will improve the outlook of our
Federal health-care programs. That is going to take some hard
work, and hopefully we can find a path forward there as well.

Secretary Azar, during your confirmation hearing, you empha-
sized that addressing rising drug prices would be one of your top
priorities. As you know, I have spent quite a bit of time on this
issue working to ensure that patients have access to innovative and
high-quality medications.

It can be tricky to balance the need to encourage investment and
development of new and effective drugs and treatments while also
working to make sure those in need can obtain access to those po-
tentially lifesaving and life-improving products.

Some have made a crusade out of scapegoating the companies
that develop drugs and treatments. And when this almost singular
focus prevails, the result is policy that tends to be less than perfect,
to put it charitably. We saw an example of this in last week’s bi-
partisan budget act that increased the discount that manufacturers
were required to provide under the so-called “doughnut hole” in
Medicare Part D. Now, I voiced my opposition to the inclusion of
this provision in the budget agreement on the Senate floor last
week. I am working with my colleagues who share my concern on
the increased manufacturer discount provision to mitigate its im-
pact.

And we should all strive further. As this budget has a number
of other drug-related policy proposals, I implore the administration
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to take care to strike a balance between access and innovation. It
is a balance that I hope that we should all strive to achieve.

Now, Secretary Azar, you also emphasized that addressing Amer-
ica’s opioid crisis is another one of your top priorities. I am happy
to see that the President’s budget stresses the importance of work-
ing together to fight this epidemic.

The CDC estimates that each day our country experiences more
than 100 opioid-related deaths. My home State of Utah has been
especially hard hit. And while the drug-overdose rate has risen
over the past decade, we are starting to see a shifting tide thanks
to the leadership of many officials in my State.

With that said, they need Federal help. And I know that many
in Congress, including several members of this committee, have
been outspoken leaders in this effort. And I commend them for
their work.

We are committed to continuing our bipartisan committee proc-
ess to address the opioid epidemic, especially through mandatory
program proposals that can bring about meaningful and enduring
change to a system plagued with issues.

Mr. Secretary, I look forward to working with you in the coming
months as we look for solutions to address this crisis. And I hope
that we, as a committee, can continue our bipartisan efforts to cur-
tail this growing string of tragedies.

To close, let me just say that, as we all know, it is Congress’s
responsibility to pass a budget. The President’s proposed budget
merely sets the tone and provides us with the baseline for debate.
I hope that we can work together to implement many of the
common-sense reforms we have been debating for so long, and I
hope that we can continue to work to set aside our differences in
order to find beneficial solutions.

I look forward to having an open and frank discussion with Sec-
retary Azar about these and other matters.

Before I close, I do want to note that because we were unable to
get a quorum yesterday, if at any point during the hearing a suit-
able quorum is present, I intend to pause the hearing and move to
votes on the nominations of Mr. Dennis Shea and Mr. C.J. Maho-
ney. Thereafter, we will resume our hearing.

With that, let me now turn to my friend, the ranking member,
for his opening remarks.

[The prepared statement of Chairman Hatch appears in the ap-
pendix. |

The CHAIRMAN. Senator Wyden?

OPENING STATEMENT OF HON. RON WYDEN,
A U.S. SENATOR FROM OREGON

Senator WYDEN. Thank you very much, Mr. Chairman.

Mr. Chairman and colleagues, 18 school shootings this year. And
I am just going to begin by saying, when is enough? And we watch
these young people from the high schools, and I heard one in effect
say, you know, we are kids, we cannot fix this. You adults get over
it and deal with it. And that, to me, is central to what we are talk-
ing about this morning, because we are going to talk about health
care.
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And what we have been hearing on the news is, it sure sounds
like there are a lot of young people who are frightened about what
can happen at their school. So we deal with lots of bills and lots
of amendments, but like those students said, it is time to get over
it. It is time to act. And we have learned in the last 24 hours
enough is enough.

And, Mr. Chairman, I want to pick up first on the point you
made, because in the last couple of weeks on the health-care front,
as you have noted, we have had some very positive developments
here in the last few weeks.

If you had told me in the winter of 2017 that we would have 10-
year CHIP reauthorization, everybody would have said, what plan-
et is this person residing on?

The CHRONIC Care bill, and I see Senator Isakson, who was
with me on day one—Senator Warner is not here—with Senator
Isakson in this room, we launched it.

Chairman Hatch, to his credit, pulled together a bipartisan group
of us.

Colleagues, let us make sure we understand what this CHRON-
IC Care bill is all about. The CHRONIC Care bill is about updating
the Medicare guarantee and modernizing the program to deal with
where most of the money is going to be spent: on cancer and diabe-
tes and heart disease and strokes.

And when I was director of the Gray Panthers, it was a really
different Medicare program. You had Part A for hospitals and you
had Part B for doctors, and that was that. And colleagues like Sen-
ator Isakson and Senator Warner and our bipartisan group said,
when you have 10,000 people turning 65 every day and it is going
to happen for years and years to come, you have got to dig in.

Chairman Hatch made that possible. I want to thank the chair-
man.

And then, of course, a lot of people who work in the child welfare
field are saying that the Family First bill was what they have been
dreaming about for 3 full decades. And that came together here in
the last couple of weeks, and I want to thank you for that, Mr.
Chairman.

Now, on a not-so-positive note, the budget season is at hand
again, so the Trump agenda of health-care discrimination is back.
And I am going to go through the examples.

Start with discrimination against Americans with pre-existing
conditions. People who have pre-existing conditions count on hav-
ing a robust private insurance market with strong consumer pro-
tections. What the Trump budget offers is chaos in the private in-
surance market and the elimination of key consumer protections.

The budget embraces the old Graham-Cassidy proposal that lived
a mercifully short life last fall because, in this room, we blew the
whistle on the fact that it did not lock in protections for those who
have pre-existing conditions.

On top of that, the administration is giving a green light to junk
insurance policies that revive the worst insurance abuses of the
past, such as skimpy coverage and dollar limits on care. So for mil-
lions of people with pre-existing conditions, the Trump administra-
tion seems dead-set on making the care they need unaffordable and
inaccessible.
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Next on the agenda of health-care discrimination is discrimina-
tion against women. When you get rid of the consumer protections
in the Affordable Care Act, you return to an era when 75 percent
of insurance plans in the individual market did not cover maternity
care or birth control.

And under the Trump budget, which arbitrarily attacks key pro-
viders—Planned Parenthood and others—millions of women would
lose the right to see the doctor they trust, the doctor of their choos-
ing.
Then the Trump agenda of health-care discrimination goes after
Americans who walk an economic tightrope. One-point-four trillion
dollars cut from Medicaid, millions of Americans locked out of the
program, a scheme to wipe out key nationwide protections and cap
the program, essentially ending the guarantee of care for those who
qualify for Medicaid. Now the administration reportedly is dis-
cussing lifetime limits for Americans on Medicaid.

Both sides used to agree that lifetime limits in health care were
absolutely wrong, no exceptions. The ban on lifetime limits in the
Affordable Care Act was one of the core protections that Repub-
licans—Republicans—said ought to stay.

Introducing lifetime limits in Medicaid raises the frightening
question of, what happens if somebody maxes out after cancer
treatment at age 45? Are they going to be on the street in old age,
capped out of nursing home benefits? We are going to be discussing
that.

Finally, the Trump agenda of health-care discrimination turns
against older Americans. Slashing Medicaid to the bone and trans-
forming the program into a capped program is an extraordinary
threat to the welfare of older people. Medicare helps to pay for two
out of three seniors in nursing homes. And it is essential for sen-
iors who count on home-based care.

Even for older people at age 62 or 63, there is bad news. The
Trump budget hits them with an age tax, allowing insurance com-
panies to charge them far-higher rates than they charge others.

Bottom line: the agenda of health-care discrimination is out in
force in this Trump budget. And in my view, it is a comprehensive
plan to drag the country back to the days when the health-care sys-
tem was basically working for people who are healthy and wealthy
and everybody else was on their own.

Finally, we are going to, I am sure, talk about the question of
prescription drugs. The President famously talked about how drug
companies were, quote, “getting away with murder.” Those are his
words, not mine. And the President said they were getting away
with murder by setting drug prices so high. The way he talked
about the problem, Americans thought he was going to come out
swinging with big solutions to the challenge.

In the plan released last week, I still do not see a solution to the
fundamental issue: drug companies set prices that are way too
high.

There is not a debate about the fact that the system is broken
and it needs reform, but if pharmaceutical companies can come out
of the gate with unaffordable prices, patients will suffer. And I do
not see where you fix that with some efforts to play catch-up ball.
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The Trump prescription drug plan lets pharmaceutical companies
keep on—to borrow a phrase—getting away with murder.

Finally, a lot of what the administration put forward last week
looks familiar. On the pharmaceutical side, some of it is borrowed
from legislation I proposed or recommendations that came from
outsiders. There is value in these ideas; there is an opportunity to
move on a bipartisan basis. But that is not what the American peo-
ple were promised.

The American people were promised a muscular approach, a po-
sition where the American people would know that their govern-
ment was on their side and helping them deal with this issue of
how they are getting clobbered at the pharmaceutical window when
they go in to get their medicine.

I will wrap up by talking about a different part of the Secretary’s
agenda vital to kids. Chairman Hatch and I have both mentioned
Family First. I am very proud of that effort, because for too long
the child welfare system has basically been about splitting families
apart. That is what Family First seeks to reform because, instead
of just two lackluster options—leaving young people in a family set-
ting where they were still going to face problems or sending them
off to a future of uncertainty in foster care—we said we would
allow States to find safe ways to keep families together and fami-
lies healthier.

States could use foster care dollars to fund services like sub-
stance abuse treatment, mental health and parenting programs,
with the goal of preventing a prolonged slide into the crises that
end with families breaking apart.

I share Chairman Hatch’s view about the opioid epidemic. It was
good that additional funds were made available in the recent budg-
et agreement. And now what we have to do is make sure that the
Department moves quickly so that the States can get away from
business as usual and deal with the epidemic.

We look forward to hearing from you, Secretary Azar.

As T have said publicly, the Secretary indicated in our pre-
nomination hearing that he was going to take the initiative and be
in touch on a regular basis to discuss the issues. And he has al-
ready shown he is serious about that with a call here recently. I
appreciate it.

I look forward to our work together. And let us try to make more
of it look like what has happened out of this committee in the last
couple of weeks, and let us make less of it look like the agenda of
hgalth—care discrimination that I believe is what the budget is all
about.

Thank you, Mr. Chairman.

The CHAIRMAN. Well, thank you, Senator.

[The prepared statement of Senator Wyden appears in the ap-
pendix.]

The CHAIRMAN. Today we have the pleasure of being joined by
Mr. Alex M. Azar, the Secretary for Health and Human Services.

Mr. Azar, I want to thank you for taking time out of what I know
is a tremendous schedule and for your appearing here today.

Because we heard two very eloquent introductions for you just
over a month ago, I will keep my introduction short and to the
point.
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After graduating with his law degree from Yale University, Mr.
Azar also clerked for Justice Scalia on the Supreme Court and later
became a partner at Wiley, Rein, and Fielding before being con-
firmed as General Counsel at HHS back in 2001.

Then in 2005, he was asked to serve as Deputy Secretary at
HHS, where he served as the chief operations officer for the largest
civilian Cabinet department in the United States of America, in our

overnment, with over 66,000 employees and a budget of nearly
700 billion.

Following his service at HHS, Secretary Azar rejoined the pri-
vate sector as a senior vice president for corporate affairs and com-
munications at Eli Lilly and Company. He eventually went on to
become president of Lilly USA, LLC, the largest affiliate of Eli
Lilly.

Then just last month, Secretary Azar was confirmed to his cur-
rent role as Secretary of HHS.

So, Secretary Azar, we are grateful to have you here, grateful for
your time, grateful for your expertise, and grateful for the service
you have already given and continue to give.

Please proceed with your statement.

STATEMENT OF HON. ALEX M. AZAR II, SECRETARY, DEPART-
MENT OF HEALTH AND HUMAN SERVICES, WASHINGTON, DC

Secretary AZAR. Chairman Hatch, Ranking Member Wyden, and
members of the committee, thank you for inviting me here today
to discuss the President’s budget for the Department of Health and
Human Services for fiscal year 2019.

I would like to begin, though, by joining Chairman Hatch and
Ranking Member Wyden in expressing our deepest sympathies and
prayers for the victims and their families in Florida.

It is an honor to be here today, and it is an honor to be able to
serve as Secretary of HHS thanks to the support of the members
of this committee.

Our mission at HHS is to enhance and protect the health and
well-being of all Americans. It is a vital mission, and the Presi-
dent’s budget clearly recognizes that.

The budget makes significant strategic investments in HHS’s
work, boosting discretionary spending at the Department by 11
percent in fiscal year 2019 to $95.4 billion. Among other targeted
investments, that is an increase of $747 million for the National In-
stitutes of Health, a $473-million increase for the Food and Drug
Administration, and a $157-million increase over 2018 funding for
emergency preparedness across the Department.

The President’s budget especially supports four particular prior-
ities that we have laid out for the Department, issues that the men
and women of HHS are hard at work on already: fighting the
opioid crisis, increasing the affordability and accessibility of health
insurance, tackling the high price of prescription drugs, and using
Medicare to move our health-care system in a value-based direc-
tion.

First, the President’s budget brings a new level of commitment
to fighting the crisis of opioid addiction and overdose that is steal-
ing more than 100 American lives from us every single day.
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Under President Trump, HHS has already dispersed unprece-
dented resources to support access to addiction treatment. The
budget would take total investment to $10 billion in a joint alloca-
fion to address the opioid epidemic and related mental health chal-
enges.

Second, we are committed to bringing down the skyrocketing cost
of health insurance, especially in the individual and small-group
markets, so more Americans can access quality, affordable health
care. This budget recognizes that this will not be accomplished by
one-size-fits-all solutions from Washington. It will require giving
States room to experiment with models that work for them and al-
lowhng customers to purchase individualized plans that meet their
needs.

That is why the budget proposes a historic transfer of resources
and authority from the Federal Government back to the States,
empowering those who are closest to the people and can best deter-
mine their needs. The budget would also restore balance to the
Medicaid program, fixing a structure that has driven runaway
costs without a commensurate increase in quality.

Third, prescription drug costs in our country are too high. Presi-
dent Trump recognizes this, I recognize this, and we are doing
something about it. This budget has a raft of proposals to bring
down drug prices, especially for America’s seniors. We propose a
five-part reform plan to further improve the already successful
Medicare Part D prescription drug program.

These major changes will straighten out incentives that too often
serve program middlemen more than they do our seniors, over the
next 10 years adding to savings that we are already generating
with reforms to Medicare Part B payments under the 340B drug
discount program.

The budget also proposes further reforms in Medicaid and Medi-
care Part B to save patients money on drugs and provides strong
support for FDA’s efforts to spur innovation and competition in ge-
neric drug markets. We want programs like Medicare and Medicaid
to work for the people they serve. That means empowering patients
and providers with the right incentives to pay for health and out-
comes rather than procedures and sickness.

Our fourth departmental priority is to use the tremendous power
we have through Medicare as the largest purchaser of medical
services in the United States to move our whole health-care system
in this direction. This budget takes steps towards that by, for in-
stance, eliminating price variation based on where post-acute care
is delivered, rationalizing payments to physicians in hospital-
owned outpatient facilities, supporting investments in telehealth,
and advancing the work of Accountable Care Organizations.

The future of Medicare must be driven by value, quality, and
outcomes, not the current thicket of opaque, unproductive incen-
tives.

The President’s budget will help accomplish three important
goals at HHS: first, making the programs we run really work for
the people they are meant to serve, including by making insurance
affordable for all Americans; second, making sure that our pro-
grams are on a sound fiscal footing that will allow them to serve
future generations too; and third, making the necessary invest-
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nillents to keep Americans safe from natural disasters and infectious
threats.

Making our programs work for today’s Americans, sustaining
them for future generations, and keeping our country safe is a
sound vision for the Department of Health and Human Services,
and I am proud to support it.

Thank you, Mr. Chairman.

[The prepared statement of Secretary Azar appears in the appen-
dix.]

The CHAIRMAN. As you may know, the Finance Committee is un-
dertaking a bipartisan process to identify ways to address the
opioid crisis or epidemic in Medicare and Medicaid so that the right
incentives exist for addressing pain and addiction.

When you testified before this committee earlier this year, you
mentioned that addressing the opioid epidemic would be one of
your top priorities. Now, I am personally pleased to see a number
of proposals included in the President’s budget on this particular
topic. And I am sure you have helped do that.

Will you commit to working with this committee to find bipar-
tisan solutions to address this epidemic within Medicare and Med-
icaid?

Secretary AZAR. Absolutely, Mr. Chairman.

The CHAIRMAN. Well, I appreciate that.

I am not going to ask any further questions at this time, so we
will turn to the ranking member, Senator Wyden.

Senator WYDEN. Thank you very much, Mr. Chairman.

And T am going to start, Mr. Secretary—and we have talked
about this matter of junk insurance and particularly what seems
to be an administration plan to greenlight it. And I recognize that
this did not essentially commence on your watch, but you are there
no;v and so I have to make sure we are going to have a sensible
policy.

What junk insurance is all about is making sure that insurance
companies can charge more for people with pre-existing conditions
and include arbitrary caps on the amount of care.

And in a lot of ways, junk insurance just turns back the clock.
And when I heard about this, the first thing I thought about is,
when I was director of the Gray Panthers, it was common for an
older person to have, like, 15, 20, 25 policies that were sold to sup-
plement their Medicare. They were called Medigap.

And finally, we wrote a bipartisan law—Senator Dole, for exam-
ple, was very helpful in it—which drained the swamp, an appro-
priate phrase for the time.

And now I look at what seems to be bubbling up again—different
population group, not seniors, but the same sort of thing—that we
are going to greenlight policies that are appropriately called junk
because they are not worth the paper they are written on.

Idaho seems to have the most active effort: once again, people
spending hard-earned money on a plan they need, only to find that
they are being ripped off by an insurer.

So thus far, Blue Cross of Idaho is the only insurer that has ap-
plied to sell the junk plans. And I have the application here, and
it seems all about finding out if people have pre-existing conditions
so they can discriminate against them, charge them more. All the
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questions in section 5A deal with that issue. Have you been preg-
nant? Have you been tested for allergies? Has anybody had a claim
over $5,000?

If an insurer is following the law banning discrimination against
those with pre-existing conditions, what are all those questions
about?

Secretary AzAR. So, Senator Wyden, I have seen the media re-
ports about the Blue plan request and the actions in Idaho. I have
not yet seen the plan or received any type of waiver request. I can
assure you that if we do receive that and if that does progress for-
ward, we will be looking at that very carefully and measuring it
up against the standards of the law, as is our duty.

Senator WYDEN. I appreciate that. And I know this is new for
you, so this is a first impression.

This, as I understand it, is not a waiver. In effect, Idaho is just
saying, we are going to do this; we are going to do it because we
are a State that wants to do it.

But there is a Federal law, something I fought very hard for. It
was right in the heart of a bipartisan proposal, the Healthy Ameri-
cans Act, the centerpiece—seven Democrats, seven Republicans—
airtight protection, loophole-free, airtight protection for those who
would have a pre-existing condition.

And now, what this is going to be all about—and when we talked
in the office, I said you are not going to be sitting around reading
paperbacks in your job—this is going to be a question of whether
the Department is going to say Federal law, which protects people
from discrimination against pre-existing conditions, controls or if
Idaho can start something that just moves America back towards
yesteryear where we can have insurers beat the stuffing out of peo-
ple with a pre-existing condition.

So let us do this. This is new for you. I would like you to get back
to me, let us say within 10 days, with respect to how the Depart-
ment is going to pursue this. Because I think that this case is real-
ly being watched. This is the one that is really going to determine
whether States can just on their own say, we are going back to yes-
teryear. So this has very, very substantial implications.

And what I would like to do—two things, Mr. Chairman. I would
like to ask unanimous consent to enter the Blue Cross of Idaho ap-
plication form into the record. That would be my first unanimous
consent request.

[The application appears in the appendix on p. 101.]

Senator WYDEN. My second unanimous consent request is to
enter in a letter to the Secretary from 15 organizations that rep-
resent millions of patients expressing serious concerns with essen-
tially the points I am talking about, that Idaho is breaking a Fed-
eral law.

In other words, the first time I heard about it, I said, wow,
maybe it is just a waiver, it will be complicated. I have been very
interested in waivers—a lot of Senators have—but this is not a
waiver. This is just saying, we are going to do it.

So I want to enter into the record the letter from the 15 organi-
zations that represent millions of patients expressing the concerns
I have with Idaho breaking the law, the harm it will have on pa-
tients, the implications as a precedent.
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[The letter appears in the appendix on p. 104.]

Senator WYDEN. And then, is it acceptable to you that you will
get back in some way to outline how the Department intends to
pursue this within 10 days?

Secretary AzAR. I am very happy to get back. I do not want to
commit on the 10 days because this has to run through a process
of, first, I guess they are applying to Idaho, and Idaho will have
to decide its own thing under its laws that it has. And then any-
thing would presumably come to us.

I will be happy to work with you and be very transparent about
that process. I just do not—I do not want to prematurely be in-
volved before there is even a matter in controversy at the State
level. So all we have seen is a press report that the Blues have sub-
mitted an application. I do not know whether it would even be ap-
proved by Idaho or certified as compliant under the ACA. So it 1s
really just a question of timing.

I can assure you we will be looking, at the right time, looking
very seriously at the legal requirements.

Senator WYDEN. I am over my time. Here is what concerns me.
They are not planning to come to you and ask permission. They
have made the argument that they can just do it on their own. So
this idea that we are going to just sit in our offices back here and
wait for somebody to tell us, oh, we are going to discriminate
against people with pre-existing conditions, that will not cut it with
me. It does not cut it.

Secretary AZAR. No, and that is not what I would propose.

Senator WYDEN. How about if we say I will be told how the De-
partment is going to pursue this within 30 days?

Secretary AzAR. I hope—I believe that would be acceptable. My
only issue is, I need a case in controversy; I need to know that
there is actually action that is happening.

Senator WYDEN. I am over my time.

Secretary AZAR. But I do not think we——

Senator WYDEN. I think I have made my point. I am over my
time.

Secretary AZAR. I do not think we have any difference about the
need of the Department to be engaged here, Senator.

The CHAIRMAN. Well, if you will do that, that would be, I think,
very helpful to the Senator.

Senator Crapo?

Senator CRAPO. Thank you, Mr. Chairman.

And thank you for being here, Secretary Azar.

I am from Idaho, and I am very familiar with what Idaho is
doing. And once again, we are in—this is like Groundhog Day.
Every time a new idea for how to fix the health-care system comes
out, 1t is accused of eliminating pre-existing conditions as well as
every other possible attack that can be dreamed up against it.

I think it is appropriate for you, Mr. Secretary, to wait to see ex-
actly what is developing and evaluate it carefully. And I would en-
courage all of my colleagues to review what is actually being done
rather than just jumping right back in.

And my good friend from Oregon and I work very closely to-
gether on many, many issues. I look forward to working with you
on this issue.
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This plan, as I understand it, does not eliminate pre-existing
issues. When the Graham-Cassidy proposal was made, the attack
was that, as we give greater responsibilities to States to be that in-
cubator of new ideas and of new approaches to health care, that it
was going to get rid of pre-existing conditions, that it was going to
drive people out of the marketplace, that it was going to cause peo-
ple to lose their insurance.

The reality is, the effort being undertaken by the people in Idaho
is one to protect and expand the opportunities and access people
hﬁwe to insurance of their choice, insurance that will work for
them.

And yes, it does move away from the notion that the only insur-
ance policy anyone in America should be able to buy is one that
this committee or this Congress or this Federal Government de-
cides they can buy.

Fortunately in the tax legislation that we just passed, we elimi-
nated the tax penalty for people who do not want to buy the prod-
uct the Federal Government wants to force on them. And now the
States are seeking to have some flexibility.

In your testimony, Mr. Azar, you talked about the fact that we
want to encourage the States to experiment and that additional re-
sources are going to be provided to the States to allow them to ex-
periment.

And I understand what the law is. And as I evaluate this, I do
not see a violation at all. Idaho is still providing Obamacare-
compliant plans for anyone who wants to purchase them, but they
are allowing others to have options. And if the idea is that people
in America can have options—comply with all the Obamacare man-
dates for anyone who wants that but allow others who want to buy
a different kind of insurance policy to have an option—the idea
that that is a direction that we should choke off right at the begin-
ning is one that I resist.

And I would just like your—I know you cannot comment on the
Idaho situation specifically. But I would just like your observation
on the notion that we need to facilitate, incentivize, and provide ad-
ditional resources to the States so that they can do exactly what
many States are trying to do right now, which is to find a way to
give their citizens greater choice and greater access.

Secretary AZAR. Thank you, Senator. And as you said, I think
any consideration of a State proposal or any matter like this re-
quires great deliberation and caution and care in assessing it. So
I just simply cannot state a view based on media reports around
a State’s program.

But I think what we are seeing here is a cry for help. It is saying
that where we are right now with our individual market, because
of the structure we have, is not serving enough of our citizens and
there are too many citizens who simply cannot afford the insurance
packages that we have in our program because of the way the stat-
ute is designed and the way it has been implemented.

And so that is why it is so important that we work to give States
flexibility so that we try to offer for those 28 million Americans
who cannot afford access to the individual market—Affordable Care
Act plans—that they can have other options to choose from that
may meet their needs, and then also try to fix what is in the pro-
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gram to help make that as affordable as possible, working together
with the Congress.

Senator CRAPO. Well, thank you. And I will just conclude with
an observation.

In addition to the program that my colleague from Oregon ref-
erenced, I expect that Idaho, like many other States, is probably
going to apply for a waiver or two from HHS with regard to some
aspect of Federal law, as States are starting, I think increasingly,
to seek the flexibility that they can get from the Federal Govern-
ment to do this kind of creative work on our health-care system to
help us find the right path to provide the best and the most effec-
tive and efficient and inexpensive insurance that we can find.

And I would just encourage you—not just with regard to any ap-
plications that Idaho provides, but with regard to all 50 of the
States as they seek to ask you, under the authorities you have to
grant waivers, to allow them to do this kind of thing and to work
to improve our health-care markets—to give those applications very
careful consideration.

Thank you.

The CHAIRMAN. Thanks, Senator.

Senator Carper?

Senator CARPER. Thanks, Mr. Chairman.

Several of my colleagues have expressed their remorse and sor-
row over the latest shooting, mass shooting, this time down in
Parkland, FL. I share that.

I was born in West Virginia, but grew up in Virginia in a family
of hunters. My dad introduced me to hunting at a very young age.
I got my first BB gun when I was about 10. I got my first shotgun
from my dad, and my grandfather died and he willed his shotgun
to me. And I used it for many years hunting as I grew up in Vir-
ginia with my dad.

My dad was a gun collector and sold guns until near the end of
his life down in Florida. I believe, my family believes in the Second
Amendment to the Constitution, the right to bear arms.

I want to say, though, I am tired, sick and tired, of opening a
hearing like this and we express our remorse, again another mass
shooting. This has got to end.

My dad used to say we ought to use some common sense. In this
case, we ought to use some common sense with respect to guns and
gun legislation.

Senator Feinstein has legislation that has been introduced; it is
called a “no-fly, no-buy” bill. If you are on a terrorist watch list,
you should not be able to buy weapons. And we cannot even get
that passed. It is a sad commentary.

And, colleagues, we have to use some common sense and use our
hearts here. And enough of these expressions of remorse. I know
they are heartfelt, but enough. That is not what we are here to talk
about today.

I just want to say, Mr. Secretary, congratulations to you. Thank
you for the dialogue and the conversations that we had during the
nomination process. Thank you for the conversation we had earlier
this week. And I look forward to more as well.

Sometimes we vote our hopes over our fears here, and I voted for
you, for your confirmation, out of my hopes. And we have this
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moral obligation I have talked to you about, to my colleagues
about, until they are sick of hearing it. We have a moral obligation
to the least of these, and that includes the moral obligation to
make sure people have access to health care, everybody has access
to health care.

We have a fiscal imperative to make sure we are doing it in a
fiscally responsible way. Among the ways that we do that is Feder-
ally Qualified Health Centers, the CHIP program.

Congratulations, Mr. Chairman, on this latest extension of your
creation, that with Ted Kennedy.

As a recovering Governor, former chairman of the National Gov-
ernors Association, along with Mark Warner who was chairman of
the NGA, I know a little bit about what States can do when they
are given some flexibility.

By the same token, people can buy cheap insurance, and it is not
worth the paper that it is written on. And so we have to be careful
and be mindful of that.

I want to talk a little bit about our efforts to shift, move away
from fee-for-service payment to a value-based system, Mr. Sec-
retary. But before I do that, I want to just mention, despite the ef-
forts of the administration to, I would say, undermine, even sabo-
tage our insurance marketplaces, almost 9 million Americans, over
95 percent of the enrollment population in 2007, signed up for in-
surance plans for 2018.

Americans support it, they want to keep the Affordable Care Act.
In contrast, the President’s budget proposes to repeal the ACA, re-
places it with a proposal that eliminates subsidies that make
health insurance more affordable, and cuts more than $1.4 trillion
out of Medicaid.

I know you were not in the administration when this committee
reviewed this proposal last year, so I just want to make sure you
know that nearly every patient group, every physician group, every
hospital group, health insurance group, strongly opposes the Presi-
dent’s proposal.

More than two-thirds of Governors urged Congress not to pass
that proposal. The Brookings Institution found that more than 20
million Americans could lose insurance if we go that path.

And individuals with pre-existing conditions could lose, would
lose the guarantee of affordable health insurance. And with that,
there is much concern from every corner of our health-care system
in this country.

Do you think it might be worthwhile to first reexamine this pro-
posal and work together with our patients, with our doctors, with
our health-care providers to make some substantive changes before
offering up this idea again?

Secretary AZAR. So on this proposal, our concept is, of course, to
change it to a $1.2-trillion grant program to the States that still
retains protections for pre-existing conditions, maternal care, new-
born care, reconstructive surgery after mastectomy, and certain
coverage for those under the age of 26 on family plans.

So I am very happy to work with you on details to see if we can
make this program work and have it make sense.

Where we are is not working for so many people, is the chal-
lenge. Now, I will work with whatever the Congress has given me
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to try to make it as affordable as possible for individuals, with as
much choice as possible. We would like to pursue legislative change
to see if this can be the approach. Because insurance is so complex,
I do not think, from the Federal level, we can do it all.

Your colleague, Senator Cardin, has a State that has taken a
very different approach. Other States will take different ap-
proaches. I love the laboratory of States trying things in this very
complex area.

Senator CARPER. All right. Good.

Mr. Chairman, the administration actually—and our Secretary
has actually offered a couple of ways to stabilize the exchanges.
This administration, up until now, has been just hell-bent on un-
dermining the exchanges, destabilizing the exchanges. But I just
want to thank you for some encouraging developments there.

And let us say—I think there are some things we can work to-
gether on, including reinsurance. But we will talk about that later.
Thank you very much.

Secretary AZAR. Thank you.

The CHAIRMAN. Well, thank you, Senator.

The Senator from Georgia, Senator Isakson.

Senator ISAKSON. Thank you, Mr. Chairman.

Well, I can testify that you hit the ground running, because your
first weekend on the job you were on the phone long-distance with
me talking about the CDC. And I appreciate that very much.

I also know that you probably had no hand in the crafting of this
budget, because you were not onboard when it was crafted, or at
the least you saw it after it was done.

But with regard to the Centers for Disease Control and Preven-
tion in Atlanta, I am deeply concerned this has a $1-billion reduc-
tion in funding for CDC from 11.9 to $10.9 billion at a critical time
for our containment laboratories and the research and development
that is done there, as well as our preparedness at CDC.

CDC was on the job, ready to go when Ebola hit. It did not need
additional appropriations to hit the ground running. They hit the
ground running, and appropriations came later. We stopped an epi-
demic which could have been a disaster, not just in Africa, but
around the world.

CDC had the first people on the ground here when anthrax broke
out after September 11, 2001 in Washington against members of
the Senate and the House.

They are the world’s health center. They are our protection, they
are our safety blanket. It is the finest facility that there is. And to
cut them by almost 10 percent, $1 billion, in one fell swoop, to me
is unconscionable.

Have you had time to look at the CDC’s budget? Will you work
to get it to an appropriate level to meet the needs that we place
on it every single day?

Secretary AZAR. So, Senator, you know the care that I give to
Clll)C and the value I place on it, both domestically and internation-
ally.

As I look at the budget for CDC, the biggest part of change there
really is our two transfers that are part of the reorganization that
was begun at HHS. One is to move the leadership of the Strategic
National Stockpile and the budgeting under the Assistant Sec-
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retary for Preparedness and Response. So that just moves where it
reports to; it does not even change the Atlanta aspect, but just
moves where it reports to. That is one major chunk.

The other is the National Institute for Occupational Safety and
Health, to integrate that—again, not moving it, but changing its
leadership—to be reporting into the National Institutes of Health
because of the research function.

So net-net, it is actually only about a $100-million reduction on
the operations of CDC.

What I am really proud of is that we were able to get the CDC
budget regularized here in our proposal. So, you know, we have
been operating out of the prevention fund. We have now moved
that over to $900 million of discretionary, moved that over so that
the core operations of CDC are now regularized in the budget and
do not just sit there as a pay-for as we look at other legislation.
I think it is really critical to the long-term stability of CDC that
we show that that is not variable each year, it is really built into
the base of operations.

Sg I ghare the commitment and look forward to working with you
on CDC.

Senator ISAKSON. Well, as we transition to a new Director—CDC
is in a transitional leadership role right now—we need to not lose
focus on the importance of that agency and see to it we are funding
them to the level they need to be.

One other point on that funding: the containment laboratories,
again, are facing economic obsolescence and practical obsolescence
as early as next year.

Secretary AZAR. Yes.

Senator ISAKSON. So it is time that we did some replacing. And
that is where all the bad, bad, bad pathogens are out there. And
a lot of young people risk their lives every day working with dan-
gerous things, trying to protect us, so we want to make sure those
laboratories are as safe as possible.

Secretary AZAR. Yes, sir.

Senator ISAKSON. In the legislation on chronic care, we also had
another bill that went in that last night. When the train left the
station, there were a lot of cabooses on that train. One of them was
reimbursement for home infusion, which you are probably familiar
with. This is legislation I worked on for a long time and has a
deadline of January 1st of next year for you to develop reimburse-
ment under Part B to see to it those reimbursements for home in-
fusion therapy take place.

It is a real reduction in the cost to us, because home infusion is
a lot better than hospital infusion in terms of its cost and what it
costs the patient, as well as a better place for the patient to receive
care.

Would you work with me to see to it that by January 1st of next
year we get that in place so those reimbursements are done?

Secretary AzAR. Certainly. I am not familiar with that provision,
but I will certainly work with you to make sure we get the job done
on time.

Senator ISAKSON. I do not expect you to be familiar with it, but
I would never leave here this morning without making you familiar
with it.



18

Secretary AZAR. Yes.

Senator [SAKSON. And one last point on that. The graduate med-
ical education programs were consolidated in the budget: Medicare,
Medicaid, and the children’s graduate medical education program
into one program with a net decrease in appropriation. Those pro-
grams are fantastic for creating good physicians and new physi-
cians in health care for children and the elderly.

Will you work with me to see if we can get the maximum appro-
priation appropriate to continue to meet the needs of the people of
the United States for graduate medical education?

Secretary AZAR. Yes, absolutely, Senator. What we are doing
with the proposal on graduate medical education is trying to pull
the three different streams together and actually give flexibility to
make sure that we are able to invest in specialties and underserved
geographic areas that need it the most.

Right now, we are very ossified from 1996 program levels and
sort of stuck there. This would grant flexibility to ensure that the
money, that scarce money, is going where needed most for our
heal}‘ih profession development, but I am happy to work with you
on that.

Senator ISAKSON. I look forward to working with you and wish
you the very best of luck in your new responsibility.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator.

Senator Cardin?

Senator CARDIN. Thank you, Mr. Chairman.

Mr. Azar, a pleasure to see you here.

I want to talk about a few issues in the President’s budget, fol-
lowing up on some of our conversations from your confirmation
hearings and discussions that we have had.

You and I talked about our commitment in regards to minority
health and health disparities, the Institute of Minority Health and
Health Disparities at the National Institutes of Health, and the Of-
fice of Minority Health at HHS.

I was disappointed to see that where we have put newer re-
sources into NIH—and I support that strongly—there was a reduc-
tion of resources at the National Institute for Minority Health and
Health Disparities and a reduction of resources at the Office of Mi-
nority Health within HHS.

Can you just share with me the rationale of those budget cuts
and reassure us of your commitment to the mission of minority
health and health disparities?

Secretary AZAR. Yes, Senator Cardin. Thank you for raising that.

The NIH issue, if I could, I would like to get back to you on that,
because I am not familiar—14 days on the job—with that granular
level within the NIH budget. We are delighted we are able to actu-
ally keep NIH funding at the level it is, that we are proposing. So
I do not know about some of the ups and downs there. I would like
to get back to you on that if I could.

On the Office of Minority Health, you know, it is still a scarce
and tight budget environment, and one thing that we tried to do
was to really prioritize direct service delivery programs and actual
scholarship, an underserved area, and promotional activities
around health professions.
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So as we looked across the budget, a thematic approach that was
taken was, is this delivering direct care in minority communities
or is this supporting the development of health professionals who
will serve in underserved areas through scholarship and reimburse-
ment programs?

So that was the thesis that we tried to operate from. And more
general programmatic activities sometimes would have been deem-
phasized against those in just the budget tradeoffs that get made
there.

So it is certainly not a minimization around minority health pro-
grams. It is really the tradeoff and focus on service delivery.

Senator CARDIN. Well, that is helpful. If you could work with our
office so that we are aware of your strategies, because I think to-
gether we can be more effective. We want to make sure you have
the resources that you need here and are able to deal with the mis-
sion that we believe in: reducing disparities in our communities. So
if we could work together, I would appreciate it.

Secretary AZAR. Thank you.

Senator CARDIN. I would just caution on another area in regards
to the budget and imposing some additional costs on emergency
care, which turns out to be non-emergency conditions.

And my concern here is that we are seeing an attack on the pru-
dent layperson’s standard in the private insurance marketplace.
Congress has passed legislation on this to make it clear that if it
is prudent for you to seek emergency care, it is going to be reim-
bursed. And we are very happy if you end up in the emergency
room and the condition is not life-threatening—that is good news.
But then you might get a shock when you get the bill and recognize
it is not being paid by your insurance company.

So the policies in the government programs become particularly
important because they are used as goalposts by the private compa-
nies. And it looks like you are now imposing additional copayments
and costs on emergency care, where the individual may have gone
into the emergency room for proper reasons but now finds there is
a cost issue, which could be used to deter people who need it from
seeking care.

Secretary AZAR. So I believe you are referring to a suggested pro-
posal that is in the budget that would allow for Medicaid copays
for emergency room visits that are determined to have been misuse
of emergency room visits. I agree with you, we have to be

Senator CARDIN. I did not know it was misuse. I thought it was
that it turned out not to be emergency care.

Secretary AzAR. Well, yes. We would need, we would want to
work with you to make sure that any legislation there is done in
a common-sense way. There is zero desire that it should deter any-
one from going into emergency rooms for care that they ought to
be seeking. And we need to make sure there is enough of a cushion
there that is common-sense and that does not, as you said, create
a situation where it deters people from going in when they ought
to go in.

Senator CARDIN. Thank you, because we worked a long time on
the prudent layperson’s standards. We had horrible practices in the
private sector, preauthorizations and things like that, that were
jeopardizing people’s health.
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There is one last point I would like to make, and that is, I dis-
agree with the budget on the Medicaid cuts and the basis behind
the Medicaid cuts.

But I just want to raise one issue that I would urge you to be
very careful about. We do not really have a long-term care policy
in America. And the States have the lion’s share of the burdens
under the Medicaid system for long-term care. And to the extent
that we put more pressure on the States on Medicaid programs, we
jeopardize long-term care, which is critically important to our sen-
iors in America.

And I just think it is important that, whatever policies we adopt
here at the Federal level, we are mindful of the negative impact
it could have on care for seniors.

We would like seniors to be able to pay for their long-term care;
we would love them to have third-party coverage. Most do not and
therefore fall under the Medicaid program. And if we put too much
of a strap on the Medicaid program, we are going to jeopardize
long-term care for our seniors.

The CHAIRMAN. Well, thank you, Senator.

Senator Portman?

Senator PORTMAN. Thank you, Mr. Chairman.

And, Secretary Azar, thank you for coming before us. I think you
are now fully in place, and it is great to see the good work that
you already started to do.

I know you are very interested in this issue of substance abuse
and particularly the opioid crisis. You and I have talked about it
a}‘i some length. And I would ask you a couple of questions about
that.

First, with regard to the funding, I notice that in your budget
you have additional funding for HHS, for SAMHSA. We also in this
body in this fiscal year actually increased the funding for the Com-
prehensive Addiction and Recovery Act programs over the author-
ization level. We have $267 million for fiscal year 2017, for in-
stance, which was over the roughly $181 million that was author-
ized, because we think these evidence-based programs are where
we ought to be directing some of this funding, rather than just
throwing money after the problem to find out what works.

And these are the right kinds of treatment programs: long-term
recovery programs, prevention programs, helping our first respond-
ers.

My question to you is, with the President’s budget indicating
that HHS would have additional funding and with our recent budg-
et indicating that there would be $6 billion directed toward this ef-
fort over the next 2 years, would you support additional funding for
these evidence-based programs under the Comprehensive Addiction
and Recovery Act?

Secretary AZAR. So I do not know where our breakdown is on the
additional $3 billion in 2018 and $3 billion that we are allocating
in 2019. If T can get back to you, I just want to see if we have put
in the allocation, the funding toward those particular programs.

But I am just delighted by the support of Congress and of the
President here and the amount of funding. We are going to be able
to support our addiction and treatment programs at historic levels.
We also put more money out last year than ever before in history
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to help with the opioid crisis. And then with these 2 years’ funding
and the $10-billion total, I am excited to be able to work with all
of you on these efforts.

Senator PORTMAN. Again, I would say that the $267 million,
which was unprecedented, that we appropriated for this fiscal year
is a relatively small amount compared to the $10-billion issue, say,
that HHS was budgeted without specificity, as I see it, in your
budget. And we just want to work with you to be sure that funding
is used for evidence-based programs that really work.

We have an example of one, by the way, that works which I am
concerned that your budget is going to make less effective, and that
is the Drug Free Communities Act. And I was the author of this
many years ago in the House, so maybe I have a little bit of a bias
toward it, but I also spent 9 years as chair of our local coalition
which was funded initially with some seed money from this pro-
gram. Over 2,000 community coalitions have been formed around
the country in response to the Drug Free Communities Act, which
essentially provides some matching funds, almost seed money, for
a short period of time.

We required that these coalitions, by the way, have performance
measures so we know whether they are working or not. We think
this is a very effective prevention and education program.

At the time of an opioid crisis, it seems to us to be exactly the
wrong thing to do to take something that is working and risk its
ability to be effective in the future by moving it from, in the case
of your budget, ONDCP to HHS to combine with other prevention
programs that are different in kind.

So I would ask you to take a look at that. If you can explain to
me this morning why you think it ought to be moved, I would be
interested to hear. But I would hope that you would not promote
this idea.

I frankly do not think Congress is going to go along with it. If
they do, I am going to fight against it. Again, when something is
not broken, let us not try to fix it, and particularly at a time when
we need desperately to have more prevention and education out
there.

Secretary AZAR. So I hope that I am remembering the correct
program, but I believe the change that you may be referring to is
the movement of the program, the funding, from ONDCP to
SAMHSA.

Senator PORTMAN. That is correct.

Secretary AZAR. We already at SAMHSA administer that pro-
gram. And I think this is just regularizing where the funding is,
since ONDCP is not a grant-making organization, does not have
those capabilities and staffing around that we do already. And it
is just putting the money where the function already is.

So I actually do not believe it is in any—I know it is in no way
a deemphasis of the program. It was much more a regularizing of
the function over to SAMHSA where the work was already getting
done. I believe that is the case. And I will be happy to just confirm
that.

Senator PORTMAN. Yes. Again, it, you know, has gone back and
forth over the years. It was at DOJ for a while and HHS in terms
of administering some of the actual grants, the grant-making that
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goes out, as we talked about, but the direction comes from ONDCP,
which has this ability to take an interagency approach. And it does
involve a number of different departments and agencies ultimately,
the prevention and education efforts.

So I would hope that you would take a look at that, because it
is something that is actually working out there at a time when we
need more help than ever.

So I thank you again for your service. My time is expired. I have
a couple of other questions I am going to submit for the record. And
again, I appreciate the fact that you have stepped up, and I look
forward to working with you on the opioid crisis and other matters.

The CHAIRMAN. Okay. Senator Toomey?

Senator TOOMEY. Thank you, Mr. Chairman.

Secretary Azar, thank you for joining us. Good to see you again.

The administration’s budget in your area, I think, strikes some
constructive balances. You have emphasis in some important pri-
ority areas, like Senator Portman has alluded to: opioid abuse, re-
search, and treatment. I do hope we will be doing more to under-
stand the root causes of addiction as well as treatment of addiction.
I think we have a long way to go there.

Also, ideas about lowering the costs of prescription drugs and
continued investment in medical research generally are all good.

But I also want to commend you for addressing a huge, huge fis-
cal challenge that we have, which I think your budget does ad-
dress, and which I am going to ask you to comment on in a mo-
ment, and that is dealing with the unsustainable spending of our
entitlement programs.

I just think we cannot underscore enough that you cannot tax
your way out of a problem. There is no revenue solution to Federal
Government spending programs that are growing faster than our
economy, as ultimately tax revenue can never, for long, grow at a
rate faster than our economy.

It strikes me, it long has struck me, that one of the sensible
places to begin to address this is with Medicaid, in part because
it is the biggest net expenditure program in the Federal Govern-
ment. There is no dedicated revenue stream, as with Social Secu-
rity and Medicare.

So Medicaid has these huge, huge outlays. The growth has been
staggering, right? In 1980, the Federal spending on Medicaid was
2.4 percent of our budget, half a percent of GDP. Today, it is 10
percent of our budget and 2 percentage points of GDP.

Yesterday, the CMS actuary report on national health expendi-
tures projects that Medicaid will continue to grow at 6 percent per
year—6 percent. Nobody believes that our economy is going to grow
at 6 percent. So what that means is, this program is going to con-
tinue to consume an ever-greater share of Federal spending and
the economy if we do not do something about it.

Well, one of the things we might consider doing about it is re-
structuring this program so that there are Federal caps on spend-
ing on a per-capita basis. And this, of course, is a completely bipar-
tisan idea, first floated seriously by President Bill Clinton, sup-
ported by Donna Shalala and Howard Dean and the American
Academy of Pediatrics. And at one point, every Democrat in the



23

United States Senate supported establishing these per-capita caps
in a restructure of Medicaid.

And your budget, as I understand it, further would allow this
per-capita cap to grow every year and you would tie it to a measure
of inflation that we might actually be able to keep up with, the
CPI-U.

And so the net effect of all that is that Medicaid spending every
year would grow. Medicaid spending per beneficiary would grow.
But it might just grow at a rate that we could afford, that we could
keep up with.

Now, I think it is also critical that you tie this to giving States
more flexibility to discover ever more efficient and effective ways
to deliver services. My colleague from Rhode Island and I discussed
just yesterday how many opportunities there are to encourage the
development of more efficient ways to deliver health-care services.

So I am just wondering if you would elaborate a little bit on how
you envision this reform idea, how it would still work for the people
who need this program, as that is a necessary criterion for any-
thing that could possibly be considered successful.

And if you would care to elaborate on how appropriate setting—
I know you touched on that a moment earlier—how that might fit
into this, I would welcome your thoughts.

Secretary AZAR. Well, thank you, Senator.

Actually, the President’s budget goes exactly along the lines of
the concerns and the solutions that you just expressed. And it adds
into it, also helping to fix the concerns that we have around the
individual marketplace. So it changes Medicaid to allow for these
per-capita grants to the States that then they would have tremen-
dous flexibility with to run their Medicaid program. They would
have the skin in the game to run that program, but within a
budget.

And it would combine money in a $1.2-trillion program out to the
States that would allow for coverage of what we currently call the
Medicaid expansion folks as well as the individual markets—so
money that could be used as States determine to try to create real-
ly effective mechanisms to provide affordable, flexible, tailored in-
surance for individuals in their State that would still have protec-
tions for pre-existing conditions, maternal care, newborn care, et
cetera.

And so that is what actually, I think, is one of the really con-
structive aspects of this budget: putting all of those people together
gives the State a real tool to create effective risk pools that can cre-
ate sustainable, affordable insurance in the future.

And even core Medicaid would grow from $400 billion to $453 bil-
lion over 10 years. So even the core traditional Medicaid, as you
said, would grow because of inflation adjustment.

So I am excited to work with Congress on this as a possible idea.

Senator TOOMEY. Thanks very much. I look forward to working
with you.

Thank you, Mr. Chairman.

Senator PORTMAN [presiding]. Senator Whitehouse?

Senator WHITEHOUSE. Well, thank you, Mr. Chairman.

Senator PORTMAN. You looked lonely down there at the end of
the panel.
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Senator WHITEHOUSE. I know; it is a long way down here, and
I am afraid Secretary Azar is going to get a crick in his neck that
will require medical treatment from having to turn so far to see
me. I appreciate it.

When we met in my office, I showed you, I think, one of my fa-
vorite charts, which is this one, which shows the CBO estimates for
total Federal heatlh-care expenditures. And the red line along the
top was CBO’s predicted total Federal health-care expenditures as
of 2010.

The Affordable Care Act went into effect and time went on, and
it turned out that instead of that red line, what actually happened
was that green line. And then here in 2017, CBO did another fore-
cast. So from this dot forward, the green line here is the newer
forecast.

As you know from our budget process, we think in 10-year incre-
ments in the budget process. So this green area is the 10-year
budget window from 2018 through 2027. And in that period, we es-
icimate that anticipated Federal health-care spending is $3.3 trillion
ower.

Now, I do not know how that happened. And I have a terrific
staff, but they are not like your staff. I think it should be a matter
of urgency to try to really think hard about why that happened.
And I hope that you will take a look, because if we can find $3.3
trillion in Federal health-care savings without inflicting pain on
seniors and other beneficiaries, that is a goal worth fighting for.

Now my sense of it, to go from the global scale down to local, is
it has a lot to do with delivery system reform and payment reform.
And I want to focus on the group that I mentioned to you, I think,
also in our meeting, the Coastal Medical provider group, a primary
care group in Rhode Island, which was one of the early ACOs.

In the 5 years that they have been an ACO, they have saved an
average of $558 per patient per year. And they were not high-flyers
to begin with. In 2016, which is the year we have the last complete
data for, they were down $700 from their previous measure, but
they were down a thousand dollars from the average. So it is not
like they were one of the most expensive provider groups; they
were actually doing better than average when they began, and they
still saved an average of $558 per patient per year.

And the patients could not be happier, I can tell you first-hand,
because those savings came through better service and better care.

So it seems to me that if you take $558 per patient per year and
you spread that across the Federal health-care system, you start to
look at numbers like $3.3 trillion, that there is a connection per-
haps between the payment reforms that empowered Coastal Med-
ical to change their means of practice to save that money and bet-
ter serve their patients and that big estimate of savings that we
are seeing.

So I just want to flag that for you. We saved CMS $28 million
with what the Coastal Medical people did. Twenty-eight million
dollars is not big bucks to you. You would probably have to put a
“b” instead of an “m” in that. But in small Rhode Island from one
provider group, to save 28 million bucks is pretty significant. And
you start adding in the multipliers nationally, and I think there is
a big gain here.
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So I really want to work with you on this. I would urge that the
more that we talk about repealing Obamacare and having those
fights, fine if that is what you want to do. I do not think that is
good policy. I do not think that is good for the recipients. I do not
think that is good at all.

But what I do not want is for you to get so involved in that fight
that you will not work on the delivery system reform piece, which
I think is strongly bipartisan, is completely beside the Obamacare
wars. I do not think the people who want to repeal and replace
Obamacare the most want to go back and repeal and replace the
ACOs. They would have an explosion from their home-State doctors
and providers if they tried. So I think this is a safe bipartisan place
where real progress can be made.

And T just want to take my time with you today to urge that.
And we are counting on a visit from you at some point to meet Dr.
Kurose and his Coastal Medical team up in Rhode Island. We have
other primary care physicians who are producing similar results.
And there is a lot of excitement and satisfaction around that.

Secretary AzAR. Well, if I could say, I totally agree about the
need for the value-based transformation. I think it is a bipartisan
issue that we can improve quality, we can decrease costs, and we
can make all of our programs more sustainable the more we can
do that.

Senator WHITEHOUSE. And I will just give you fair warning, but
I am going to be harassing your folks at the staff level for more
information out of, like, the MACRA program, the MIPS program,
the Center for Medicare and Medicaid Innovation, all those things.
So I hope I will get good answers to my questions.

Thank you.

Senator PORTMAN. Senator Cantwell?

Senator CANTWELL. Thank you.

Welcome, Secretary Azar.

You mentioned GME in the discussion with our colleagues. How
would the proposal encourage medical training in community clin-
ics where most physicians actually care for patients? And how
would it help the community clinics that are not under the current
cap?

Secretary AZAR. So in terms of the—is this the community health
center program on GME that you are referring to, Senator?

Senator CANTWELL. Your proposal to change the structure, so I
am just trying to understand how would it address a couple of
things that are in the need area

Secretary Azar. Right.

Senator CANTWELL [continuing]. Which is community-based clinic
training and teaching hospitals that are not under the current cap
program.

Secretary AZAR. So we are not proposing a change to the commu-
nity health center-based training programs that we have. Those are
separate. These are the Medicare, Medicaid, and then the HRSA-
run children’s hospital programs on GME. And it puts those to-
gether so that we do not operate under these artificial 1996-based
caps and instead can really focus on the providers that can help
train our physicians and get them to both make sure we are fund-
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ing in the underserved specialties and areas where we need physi-
cians the most to make——

Senator CANTWELL. Including primary care.

Secretary AZAR. Absolutely, absolutely, as well as underserved
areas. How can we make sure that we are dedicating the money
to get training to physicians that are or will serve in areas that are
lacking in appropriate physician care.

Senator CANTWELL. Okay. So if you are saying you are willing to
take on the big behemoth of east coast teaching institutions having
most of the capacity, I am all with you, okay? Because I think with
the divergence of medicine and where we are going, we need to
train physicians in all sorts of ways. So I am all for that.

I do not like the fact that you have actually then cut the pro-
gram. Because from my estimation and what I see in the Pacific
Northwest and our shortage and the whole notion of everybody
having a medical home—and we are very excited about P4 medi-
cine, you know, predictive, preventive, personalized, participatory,
so that physicians are being trained on what you would, I hope, de-
scribe as a way to drive value into the system and get off of fee-
for-service.

So what about that number? Why cut the program when I am
pretty sure we need probably, like, four or five times that amount?

Secretary AzAR. Well, overall, one of the philosophies that we
had was to try to move some of our programs, where right now we
are having Medicare carry the burden across the whole health-care
profession. As we looked at how can we make Medicare be more
sustainable, you know, our proposals actually stretch out the life
of the program for another 8 years as a result of it. And they are
tough choices, I will admit that.

But right now, we are having Medicare and Medicaid fund grad-
uate medical education that private insurers, commercial people
get the benefit of. And so there is a bit of recalibrating in there,
from the Federal taxpayer perspective and Medicare and Medicaid,
that transition to cut that back a bit. As a result, I think it is $48
billion off of where we stand right now over 10 years.

Senator CANTWELL. But if we examined the shortage and the
need, you would not cry if Congress basically boosted that number.

Secretary AzAR. I would have to do so within our budget targets.
So if that goes up, something else has to go down. That is the age-
old challenge of these budgets.

Senator CANTWELL. Okay. Well, please mark me down as very
counter to what Senator Toomey just said.

I believe that we have a growth in our Medicare and Medicaid
population because we have a burgeoning baby boomer population
that is reaching retirement. So the notion that somehow people
think that you should cut Medicaid and Medicare or block-grant
Medicaid as a way to save dollars just because the population is
growing, because of the demographics in our population, I just
think is wrongheaded.

Now, do I think there are efficiencies? You and I have had a
chance to talk about rebalancing as one of those. That is a huge,
huge savings. But the notion that somebody, after giving away bil-
lions of dollars in tax breaks to big corporations, would want to
come here and say, now we have to block-grant Medicaid as the
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only solution because it is growing in numbers because of demo-
graphics is just—I just do not agree with it. As my providers have
told me—hospitals—they view the block-granting proposal as noth-
ing but a budget mechanism to cut Medicaid.

So what they do support are the efficiencies that we are driving
in the Northwest and implementing those in the system. You know,
who doesn’t want to stay at home and get long-term care, as my
colleague just mentioned? Who doesn’t want to do that? That is
one-third the cost.

And so, if you could, comment on rebalancing from nursing home
care to community-based care as a big savings.

Secretary AZAR. For some individuals, institutional nursing home
care meets their needs and is what they need. But I am, as I said
at my confirmation hearings, a firm supporter of the notion of
home-based care and these alternatives ways that I believe can
save us money.

I believe that for many it can be the best solution. It can be the
way to age with dignity. So I am very supportive and very much
want to work with you on ways we can generalize that more across
the United States.

Senator CANTWELL. Well, I appreciate that. I am just very con-
cerned about some of my colleagues. We have been very suspicious
that this is what might happen now after the tax bill passed, that
people are going to go back to trying to block-grant Medicaid. And
just mark me down as very opposed.

And basically, a much better—we are already doing the job. We
are already doing the job of reducing the costs. So the notion that
somebody wants to create a budget mechanism to cut people off
Medicaid, my providers—the community services, the children’s
hospitals—they are just not going to support it.

Thank you, Mr. Chairman.

Senator PORTMAN. Senator Nelson?

Senator NELSON. Mr. Chairman, thank you for the kind com-
ments of several of you with regard to the slaughter of 17 students
and teachers.

And Senator Rubio and I will be addressing this issue on the
floor of the Senate at noon today.

Mr. Secretary, I want you to know that you are a very prepared
individual. You are a fine person.

When you were here on your confirmation hearing, I asked you
several questions about Medicaid and Medicare. And you side-
stepped the questions about cuts. And now, coming forth just a few
weeks later with the budget, sure enough you have about $1.4 tril-
lion over 10 years in cuts to Medicaid. And that is going to shift
costs to the States, and the States will have to plug the holes by
raising taxes or cutting other parts of the budget that they are re-
sponsible for, like education.

A State alternatively could choose to cut Medicaid benefits or
drop people from the program or cut payments to providers.

How would you expect a State, like Florida, that has a big popu-
lation to afford to cover the higher cost, Mr. Secretary?

Secretary AZAR. So on Medicare, one thing that I would want to
emphasize is, you know, we are proposing to Congress to make
some changes there in how we do various payments to providers.
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We are actually not suggesting changes that would impact the ben-
eficiary. The only ones that we have that would impact bene-
ficiaries are around drug pricing that we think would have a very
positive effect for beneficiaries in terms of their out-of-pocket
spending.

What we do is, the net change to Medicare that we propose, it
is $250 billion over 10 years, which is about a 2.8-percent reduc-
tion. But just to give a sense of perspective, that takes Medicare,
which is growing at a 9.1-percent annual rate of growth over that
10-year period, and changes that to an 8.5-percent rate of growth.

Senator NELSON. Now, you are talking about Medicare.

Secretary AZAR. Yes, in Medicare.

Senator NELSON. Well, my question was Medicaid. My question
was Medicaid.

Well, let me ask you then on Medicaid—for example, veterans
rely on Medicaid. Seventy percent of seniors in nursing homes rely
on Medicaid in Florida. So capping Medicaid benefits could lead to
States cutting these veterans’ benefits and the seniors’. What do
you say to that?

Secretary AZAR. Well, we believe that States are in the best posi-
tion to decide how to use the money to allocate among various pop-
ulations.

So for instance, the core Medicaid continues and actually grows
from $400 billion to $453 billion over the 10-year period. And then
we replace the Medicaid expansion and the Affordable Care Act in-
dividual markets program with a $1.2-trillion grant out to States
that is very flexible, that actually, on the expansion population, the
States then do not have that 10 percent of copayment Federal
matching that they would have to come up with to do that. So it
actually gives them flexibility, and it is sort of found money for
them in that sense.

Senator NELSON. That is what is typically the case with a block-
grant program or turning it over to the States.

My State is subject to hurricanes. Puerto Rico is subject to hurri-
canes. We saw what has happened with Medicaid. It has to respond
to a public health emergency in a natural disaster. And if your re-
sponse is that, oh, further Medicaid funding would be provided
after a hurricane, the fact is that Congress waited nearly 5 months
before passing disaster aid for hurricane victims in Florida—5
months—and 32 months after Flint, Michigan’s lead poisoning.

I know what your answer is—you have provided it—and we have
a significant difference of opinion.

Let me ask you this specific question. States faced $1.3 billion in
higher Medicaid drug costs with the introduction of the then-new
hepatitis C drug Sovaldi in 2014. By cutting Medicaid, are you sug-
gesting that States should not cover these kind of breakthrough
treatments that cure chronic conditions and come with high costs?

Secretary AZAR. Absolutely not. In fact, the Sovaldi case is a real-
ly good example of how all of our payment systems are really not
equipped to deal with what we would call curative therapies. And
that is an area I would look forward to working with you and the
committee on.

Our payment systems just cannot handle the notion of a high-
cost drug that we would pay for but get the benefit then over the
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course of somebody’s entire lifetime, from a single year’s expendi-
ture. We need to be creative and we have to think about ways all
of our programs, including the commercial marketplace, can han-
dle, in the future, products like that.

Senator NELSON. Mr. Chairman, in closing I just want to point
out that in a growth State like your State, especially my State that
is growing at a thousand people a day, where we educate the doc-
tors and then we do not have the residency programs, they end up
going and doing their residency outside of the State of Florida, and
they usually stay and practice there. And yet we have borne the
cost of educating them.

And when you start cutting $48 billion over 10 years to the grad-
uate medical education payments, it is going to severely hurt a
State like ours that is a growth State that desperately needs those
residency programs to keep our doctors.

Senator SCOTT [presiding]. Senator Casey?

Senator CASEY. Thank you, Mr. Chairman.

Mr. Secretary, good to be with you. I guess you have been on the
job about a month.

Secretary AZAR. Fourteen days.

Senator CASEY. Fourteen days; okay, less than a month. We are
grateful you are here.

And you and I have had discussions before, and certainly in this
setting about Medicaid. Our approaches to it differ, so I want to
raise it with you in the context not just of the program, but also
what I believe the administration has been trying to do with regard
to Medicaid, and secondly some kind of Pennsylvania-specific chal-
lenges.

When I think about the program, both the core Medicaid and
then the expansion, I try to think about it in terms of the people
who are impacted.

In our State—there are lots of ways to describe it, but more than
2 million people are covered. But also, you could think about it
with three numbers: 40, 50, 60. Forty percent of the children in
Pennsylvania, 50 percent of individuals with disabilities in our
State, and 60 percent of individuals who are in fact nursing home
residents. So that is, as you can tell, a big, big number—or three
big numbers.

In our State, we have 48 rural counties out of 67. And just in
those rural counties, 180,000 people got the benefit of Medicaid ex-
pansion for their health care.

And then another way of looking at it is the horror, which you
know well—the horror of the opioid epidemic and the overdoses
that come with that as well as related overdoses. Just in Pennsyl-
vania, when we look at it between 2015 and 2016, the overdose
death rate is up some 37 percent. It is higher actually, in the low
40s, I guess, for rural areas.

You are a native; you have roots in Cambria County. That is one
of those counties, among many, not among a few, where the over-
dose death rate has gone way up: 94 deaths just in Cambria Coun-
ty in 2016.

So I raise all that because Medicaid is critically important to our
State. It is especially important, the Medicaid expansion part of the
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story, to deal with the opioid crisis, because it is basically the
number-one payer for those who need treatment and services.

My real concern is twofold. Number one is that the administra-
tion, I believe, in a little more than a year now, has been sabo-
taging the Affordable Care Act, taking administrative actions,
doing everything it can to undermine the Affordable Care Act in
the absence of getting full repeal by way of legislation. I would
hope that you would put an end to that.

And then secondly, there appears to be an effort in the budget
to use the budget process over time not only to cut Medicaid dra-
matically, but to end the Medicaid expansion.

So I would ask you two questions. Number one is, will you com-
mit to ending the sabotage through the efforts of an agency like
yours?

And secondly, tell us about the impact of the budget on Medicaid
and, in particular, Medicaid expansion.

Secretary AZAR. Yes, thank you, Senator.

On the first point, as we have talked about before, you have my
commitment that I and my department will work to make health
insurance as affordable as possible, have as much choice for people
and meet their needs as much as we can, and do so faithfully with-
in the law of whatever programs we have.

I am about making our programs work as best they can. And I
can tell you, the team around me has that same commitment to do
so.

Now, you and I will often disagree ideologically about what
might work and what will not work, our understanding about eco-
nomics or insurance benefits and how they will function. Our desire
is the same. I want as many people as possible, as do you, to have
access to affordable health insurance and to help those who cannot
afford it get access within our fiscal constraints. So I think we cer-
tainly share those goals.

On the second point of Medicaid

Senator CASEY. Just parenthetically to add, I hope your goal also
would be that no one loses coverage who is covered by Medicaid
now.

Secretary AZAR. So our goal is to make sure people have access
to affordable insurance and that they have a choice of those pack-
ages.

On Medicaid, you actually mentioned some populations that I do
care a lot about—and we care about all—but children, the disabled,
the elderly in nursing homes. One of the really odd incentives of
the way the expansion was done is, it created a perverse incentive,
because of the differential matching from the Federal Government,
to actually prioritize the expansion to able-bodied, new-entry popu-
lations, over those traditional Medicaid populations.

So I am actually concerned, and I hope that, through our pro-
posals and our work together, we can reorient Medicaid to fix a lot
of those counter-incentives there that are in what we might call the
traditional Medicaid populations. So I do worry about that group.

Senator CASEY. Well, I just hope that we are not at a point
where we are talking about access, that we are talking about en-
suring that people covered by Medicaid do not lose it, all those
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folks who have a disability, all the children, all the folks in nursing
homes.

Let me just, Mr. Chairman, with your indulgence, have one more
minute.

You probably have not seen this yet because it was just sent yes-
terday, but I have a letter that I have sent you about what States
are applying for in their waivers. I will just read one sentence from
the letter I sent you. I hope you will take a close look at this and
provide a response.

At the end of the first paragraph, I say, “I urge you to reject
Medicaid waiver applications from States that would further three
things: limit, restrict, or block Americans’ guaranteed access to af-
fordable coverage.”

So I just hope you take a close look at that and provide a re-
sponse.

Secretary AzAR. I will. Thank you.

Senator CASEY. Thank you.

Senator CASSIDY [presiding]. Hi, Mr. Azar.

You know, as one of the authors of Graham-Cassidy—I was not
intending to, but I will at least open up with some comments re-
garding that.

And as I have heard some of my Democratic colleagues speak to
this, it becomes clear that what I suspected is true, that they really
do not understand the legislation. Because what we have been
speaking to, Graham-Cassidy addressed.

For example, one of my colleagues said that there has been a
problem after natural disasters, that there were not dollars made
immediately available for Medicaid for those who were impover-
ished because of the disaster. And of course, under Graham-
Cassidy, we have either every 3 or 6 months a registration in
which the State would say, hey, these people are now eligible so,
therefore, we get money for them. And they would get money on
a risk-adjusted, per-person enrollment. And so indeed, the State
only gets money if they enroll somebody, aligning the incentive to
enroll.

It acknowledges something, which I have to say I was a little
surprised others are now acknowledging who were in the Obama
administration, which is that the status quo is not working.

I just got an email from Bill Frist, if you will, one of those emails
everyone gets, the United States of Care, which is a group of people
including Andy Slavitt, Melanie Bella, Pat Conway, Tom Daschle,
a constellation of Democrats who were concerned with or in the
Obama administration—either nominated or who actually served—
saying that the status quo is not working.

So it is interesting, people are defending a status quo which is
not working. And I would digress just a minute more to speak
about how it is not.

One, States in the individual market, if they are not getting a
subsidy, can no longer afford insurance. Folks in Louisiana are
paying as much as $40,000 a year for premiums. Get that, $40,000
a year. Now, people like Andy Slavitt and Melanie Bella are ac-
knowledging that, but some folks up here are not. This is not sus-
tainable.
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It is not sustainable for States. Oregon is having to pass new
taxes in order to pay for the State’s share of Medicaid expansion.
I heard one person say who opposed it, she said, hmm, we are ex-
cluding unions, but we are taxing individuals and small businesses.
They are the only ones without lobbyists. And so those without lob-
byists will pay the tax for everyone else. Oregon is having to pass
new taxes to afford the Medicaid expansion.

So what Graham-Cassidy did is, it told States that if you cannot
afford the match, you do not have to put it up.

One other thing I will note. Senator Nelson from Florida was
concerned about the impact on his State. Under Graham-Cassidy,
Florida would have gotten $15 billion more than under current law
to care for those who are poor or poorly insured in their State.

Why somebody would oppose—as a doctor who took care of the
uninsured for 25 years, why somebody would oppose $15 billion
more over 10 years to care for the poorly insured in their State, I
have no clue, no clue whatsoever, except a dogged determination to
support the status quo.

That said, now I will get to my question.

I had an intriguing conversation yesterday—I do not know if it
is true, but I would like your thoughts—that Medicaid best price
actually drives up the cost of medicines for everybody else. Med-
icaid best price was put into place—only one out of 11 Americans
was covered by Medicaid, but now one out of four Americans are.

By the way, this is not because of demographics, as suggested
earlier, because this is not age-based. It is rather because of an ex-
pansion of Medicaid under Obamacare.

And just one-quarter of the population getting the best price has
a hydraulic effect, which, sure, if you lower the price here—it does
for Medicaid, but in turn, it raises the costs for everybody else.

What are your thoughts about that?

Secretary AzZAR. Senator, I think that is a very perceptive obser-
vation. And I think it is something that we have to be careful of,
not just when we talk about drug pricing, but when we talk about
our hospital physician services.

With Medicare and Medicaid, if we end up underpaying what
sort of natural market forces would lead to, we will see higher
rates in the commercial space, for instance, and we end up having
this, it is called the cross-subsidization problem, with Medicare and
Medicaid.

Senator CAssSIDY. I get that. Specifically on drug costs, though—
because that was obviously a major emphasis of the Obama admin-
istration—does Medicaid pricing increase that cost?

Secretary AZAR. If we underpay in Medicaid, it will increase costs
elsewhere; it will increase pricing elsewhere.

Senator CASSIDY. Then let me ask you one more thing. Related
to that, I was also told some States have carved out the pharmacy
benefit from their managed-care contracts, and carving out that al-
lows them to get the rebates. And they are preferentially going to
name-brand drugs, the higher-priced drug, because it increases
their rebate. As long as the Federal taxpayer is paying 90 percent
in the Medicaid expansion, it is a good deal for them. Sure, it in-
creases what the Federal taxpayer pays, but the State gets more
in rebate. Have you observed that?
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Secretary AzAR. I have seen that on the carve-outs. And there is
a bit of a perverse incentive in the Medicaid system to carry brand-
ed drugs because the rebates are so high compared to generic
drugs. And so from the program perspective, it can actually be ben-
eficial to the State Medicaid program to receive the branded rebate
as opposed to paying the reimbursement to the pharmacy, which
is acquiring a generic drug at quite a low price. It is an oddity in
the system.

Senator CASSIDY. So we have misaligned incentives, do we not?

Secretary AZAR. Yes. We need to work on that.

Senator CAsSIDY. Yes, and what I will say, as I close, is that
Graham-Cassidy aligns incentives. It does not incentivize States to
do that sort of trickery, to hose, if you will, the Federal taxpayer
in order to make money for the general fund of the State, but
frankly, ultimately driving up costs for everybody else.

Thank you. I may have a second round.

Senator Stabenow?

Senator STABENOW. Well, thank you very much, Mr. Chairman.

I do not know where to start. I greatly respect my colleague who
just spoke. We have such a different view of the world in terms of
health care. You know, it is not a commodity; I think it ought to
be a basic human right. We all get sick. It is not like the way you
can choose to buy a car or not buy a car. And I would love every-
body to buy a new car made in Michigan, but if you do not, you
know, it is not going to affect everybody else’s rates going up and
so on. But health care is just very different, because we are all
human and we all get sick.

So let me just say one other thing I had not originally intended,
which is when folks say “status quo” now, this is the new status
quo under the Trump administration where there are no cost-
sharing payments, no reinsurance, no requirements that people
share in their own health care in terms of responsibility.

So we are back to junk plans, people buying insurance that may
not cover basics and they do not know it until they get sick, and
folks walking into emergency rooms without insurance and every-
body else is going to pay for it. That is what we called uncompen-
sated care. That is what it used to be.

Because of the Affordable Care Act and people being involved
and responsible in terms of being able to pay for their health insur-
ance, the State of Michigan actually saved hundreds of millions of
dollars last year, and group market rates were flattened for a lot
of small businesses in Michigan, and so on.

So a very different view of the world; I look forward to debating
that as we go on.

I do want to start with something, though, a positive that I have
seen in the budget. A lot of things I disagree with certainly, cer-
tainly as it relates to the view on Medicaid and what that means
for seniors and families and children in Michigan when we see
these kinds of cuts.

But part of the recent budget agreement, the caps agreement, in-
cluded a much-needed $6-billion investment over 2 years in com-
bating the opioid crisis and mental illness, which is a major focus
for me and has been.
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And I want to acknowledge the fact that in the budget, the HHS
budget actually recommends expanding what Senator Blunt and I
have been working on as certified behavioral health clinics and
being able to do with behavioral health what we have done for
health centers.

And so, one of my big frustrations has been the fact that we lit-
erally pay for service, we pay providers that provide physical
health care, but for mental health or addiction services we do
something we would never do, which is, you know, we provide serv-
ice until the grant runs out.

So I cannot imagine, if somebody needs heart surgery, that the
doctor would say, gosh, I would love to provide your surgery, but
the grant ran out. And we do that every day for mental illness and
opioid addiction.

And we know this is part of multiple things that need to happen
around violence and even what we saw yesterday. So this is, I be-
lieve, an all-hands-on-deck moment.

So I want to first say that I appreciate that that is in the budget,
that we have begun. Eight States have been fully funded as dem-
onstrations across the country: Minnesota, Missouri, New Jersey,
New York, Nevada, Oklahoma, Oregon, and Pennsylvania. We are
working to expand that.

I would like very much to work with you as we move forward to
expand comprehensive services in the community, including 24-
hour psychiatric services and facilities so people are not going ei-
ther to the emergency room or to the jail, which is exactly what is
happening for folks right now. So I look forward to working with
you on that.

I am concerned, though, that if we go on to talk about opioids
and mental health, that when we look at the change, the cuts in
Medicaid, this time about $1.4 trillion—and we can talk about
grants again, I mean the sort of big grants rather than small
grants—I am very concerned that the Medicaid cuts would really
make it more difficult for us in Michigan and across the country
to fight the opioid crisis as well as expand what we need to do in
mental health.

In fact, expanding what we call Healthy Michigan—if we were to
end Healthy Michigan, the addiction treatment gap would increase
by 50 percent. And substance abuse disorders and mental health
funding would be cut over $5 billion across the country.

So has HHS modeled the effect of the Medicaid cuts on individ-
uals with substance abuse or mental health disorders?

Secretary AZAR. Not to my knowledge, but certainly the points
you raise are important concerns that we would want to work with
in any legislative package around Medicaid reform, obviously en-
suring that what we are doing there provides adequate resourcing
around substance abuse treatment.

Senator STABENOW. Do you believe that mental health and sub-
stance abuse treatments should be included in all health-care
plans?

Secretary AZAR. I believe so, but I think mental health—I think
our mental health parity requirements would provide that. I would
need to look at the statutes, but I believe that is part of that.
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Senator STABENOW. We do have mental health parity; I authored
the language in the ACA to make sure that this was included in
everything, because it had not been happening up until then. And
so it is part of the essential benefits package that would, as I un-
derstand it, be eliminated under the kind of approach, the large
block-grant approach, that is being talked about. So I am very con-
cerned about that.

What would you suggest, I mean, if people lose coverage under
the budget? If these Medicaid cuts go through, what would you rec-
ommend to the State of Michigan and those right now who des-
perately need services?

Secretary AZAR. So of course, the challenge we have now is that,
for 28 million Americans, what we have is simply not affordable for
them. As Senator Cassidy was speaking about earlier, the status
quo is leaving tens of millions out through unaffordable options.

So we want to work together to try to see, what can we do to
build stable, good, affordable, flexible, tailored options for individ-
uals out there? Because that status quo is not working for as many
people as it ought to.

Senator STABENOW. And I would just close, Mr. Chairman, by
saying it has been a year and a half under a new administration
with a very aggressive approach, some would say a war, on health
care, and multiple changes that are raising costs. And so the status
quo today is a new status quo based on actions that have been
done and ramifications that will continue to be felt as new insur-
ance rates come out based on what has been done as part of the
tax bill as well as other decisions to roll back efforts to keep health
care affordable.

And I do want to say also, at some point we can debate how Med-
icaid pricing is the reason drug companies are dramatically raising
their prices. If that was part of what you were saying in terms of
the pricing, I would have major concerns about that.

Secretary AZAR. I certainly did not mean to say that that is the
reason. Certainly, it is an economic incentive. And what we have
to do in addressing drug pricing is, how do we flip those incentives
around across the board?

Senator STABENOW. I understand.

Thank you, Mr. Chairman.

Senator CASSIDY. Yes.

Senator Menendez?

Senator MENENDEZ. Thank you, Mr. Chairman.

Mr. Secretary, welcome.

In New Jersey, one in 41 children is diagnosed as having autism
spectrum disorder, much higher than the national average of one
in 68. Is it true that the fiscal year 2019 budget zeroes out a pro-
gram that is of great interest to those in the autism community,
the Autism CARES Act program in HRSA?

Secretary AzAR. I do not know that program in particular, Sen-
ator. As you know, I am 14 days into this. And so I know we have
several programs that, as part of just prioritizing direct-care deliv-
ery, direct-service delivery and underserved care-service delivery,
there are programs that simply we had to recommend not funding
because of the tradeoffs
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Senator MENENDEZ. Well, let me help you out. You may be on
the job only 14 days. I have been here a little longer. It is zero in
the budget.

And in fiscal year 2018, the congressional justification was that
the Department believed that the same services could be provided
to the States through the Maternal and Child Health Services
Block Grant. Do you know if that is the same reasoning today?

Secretary AZAR. As I said, the challenge that we have is, we are
prioritizing direct-care service delivery, not

Senator MENENDEZ. I am asking a specific question. Is it your
view that the congressional justification in fiscal year 2018 that the
services can be provided by States through the Maternal and Child
Health Services Block Grant is the reason that you have zero in
this budget?

Secretary AZAR. No. I do not know if that is the reason why the
budget was prepared with that program zeroed out. It more likely
is the fact that if it is not a direct-care service delivery program
or was viewed as being less effective than other expenditures of
money in a scarce fiscal environment, tough choices had to be
made.

Senator MENENDEZ. Well, yes. The autism community does not
need those tough choices. They have a tough life as it is already,
with their children who are trying to fulfill their God-given capa-
bilities and families that are enormously challenged with that re-
ality.

Well, I have a feeling that that is the justification. The problem
with that is that you also cut funding for the Maternal and Child
Health Services Block Grants as well. So I do not know how—ex-
plain to me how you think that States are best positioned to re-
place the education, training, and research authorized by the Au-
tism CARES Act with reduced funding for the programs that you
claim replicate HRSA’s progress?

Secretary AZAR. I did not claim that. What I have told you is that
we prioritized our direct care-delivery programs, and these pro-
grams that are back-door support programs we had to deprioritize
against others or those direct service-delivery programs would have
been cut.

Senator MENENDEZ. I can assure you, Mr. Secretary, they are not
back-door to these communities; they are front-door.

Secretary AZAR. No, but it is actual direct care, providing clinical
care and service to individuals, is what we had to prioritize in the
budget to

Senator MENENDEZ. Well, let me ask you something. How is it
when I wrote QFRs in your confirmation, I specifically asked you
about working with me on reauthorizing the Autism CARES Act
and you provided a vague answer saying you were fully committed
to implementing the laws passed by Congress and improving access
in disadvantaged communities. That was your answer.

So explain to me, how does zero-out funding to implement a law
passed by Congress and signed into law by the President allow you
to do that?

Secretary AZAR. In a budget—you are a member of the Senate
and part of setting the targets that we have to operate within. And
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we operate within that and have to propose a budget. If you have
a tradeoff of another program you are willing to defund
1Senator MENENDEZ. You are not fulfilling the law. The law is
clear.

Secretary AZAR. There is not limitless money, Senator. I am
sorry.

Senator MENENDEZ. I know. That is why we should not have
spent $1.5 trillion on tax cuts to the wealthiest people in this coun-
try. Maybe we would not be having this debate now. And maybe
we would not be having this debate if we were not spending tons
of money in other things outside of our health-care system.

But it is simply inexcusable to take a community that is so chal-
lenged, that the law specifically directs the Department to engage
in, and then you zero that out. And how do you think eliminating
the Medicaid disproportionate share payments at the same time
you strip Medicaid funding to States—are hospitals going to be
able to deal with that?

Secretary AzZAR. That is a continuation of the Medicare dispropor-
tionate share hospital payment reductions that are part of the Af-
fordable Care Act. And we continue to scale down there as we have
many other programs.

Senator MENENDEZ. It is not a scale-down, it is an elimination.

Secretary AZAR. And we will be putting out $1.2 trillion in the
budget of the America’s Health Care Grant program so that we
have alternative insurance vehicles that should be the alternative,
as with the Affordable Care Act, to disproportionate share hospital
subsidies.

Senator MENENDEZ. Mr. Secretary, it is not a scaling down. It is
an elimination—elimination, zero, cero, nada. That is not a scaling
down. And I expect you to enforce the law. And the law on autism
is very clear. And I am going to challenge this administration to
respect the law and enforce it.

Thank you, Mr. Chairman.

Senator CASSIDY. Senator Brown?

Senator BROWN. Thanks, Mr. Chairman.

Mr. Secretary, welcome.

I concur with Senator Menendez and what he is saying about the
trillion-and-a-half-dollar tax cut, and then how you are just taking
away so much for so many people who are a whole lot less privi-
leged than CEOs and Cabinet Secretaries and members of the Sen-
ate, starting about January 20th a year ago, going after the health
care law.

And you know, I mean the Republican approach of this Congress
has been to increase the deficit by billions of dollars. You know,
this is the party that cares so much about deficits when there are
Democratic Pre