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REVIEWING THE PRESIDENT’S
FISCAL YEAR 2013 BUDGET PROPOSAL
FOR THE U.S. DEPARTMENT OF
HEALTH AND HUMAN SERVICES

Thursday, April 26, 2012
U.S. House of Representatives
Committee on Education and the Workforce
Washington, DC

The committee met, pursuant to call, at 10:03 a.m., in room
2175, Rayburn House Office Building, Hon. John Kline [chairman
of the committee] presiding.

Present: Representatives Kline, Petri, McKeon, Biggert, Wilson,
Foxx, Roe, Walberg, Desdarlais, Hanna, Bucshon, Gowdy, Barletta,
Roby, Heck, Ross, Kelly, Miller, Kildee, Andrews, Scott, Woolsey,
Hinojosa, McCarthy, Tierney, Holt, Davis, Altmire, and Fudge.

Staff present: Andrew Banducci, Professional Staff Member;
Katherine Bathgate, Deputy Press Secretary; James Bergeron, Di-
rector of Education and Human Services Policy; Casey Buboltz,
Coalitions and Member Services Coordinator; Molly Conway, Pro-
fessional Staff Member; Cristin Datch, Professional Staff Member;
Lindsay Fryer, Professional Staff Member; Ed Gilroy, Director of
Workforce Policy; Benjamin Hoog, Legislative Assistant; Ryan
Kearney, Legislative Assistant; Brian Newell, Deputy Communica-
tions Director; Krisann Pearce, General Counsel; Molly McLaughlin
Salmi, Deputy Director of Workforce Policy; Mandy Schaumburg,
Education and Human Services Oversight Counsel; Dan Shorts,
Legislative Assistant; Todd Spangler, Senior Health Policy Advisor;
Linda Stevens, Chief Clerk/Assistant to the General Counsel,
Alissa Strawcutter, Deputy Clerk; Loren Sweatt, Senior Policy Ad-
visor; Kate Ahlgren, Minority Investigative Counsel; Aaron
Albright, Minority Communications Director for Labor; Tylease
Alli, Minority Clerk; Ruth Friedman, Minority Director of Edu-
cation Policy; Waverly Gordon, Minority Fellow, Labor; Brian
Levin, Minority New Media Press Assistant; Richard Miller, Minor-
ity Senior Labor Policy Advisor; Megan O’Reilly, Minority General
Counsel; Julie Peller, Minority Deputy Staff Director; Michele
Varnhagen, Minority Chief Policy Advisor/Labor Policy Director;
%nd Daniel Weiss, Minority Special Assistant to the Ranking Mem-

er.

Chairman KLINE. A quorum being present, the committee will
come to order.
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Good morning, Madam Secretary, thank you for being with us
today to discuss the policies and priorities of the Department of
Health and Human Services.

In his fiscal year 2013 budget, President Obama requests $932
billion for the Department of Health and Human Services, one of
the largest allocations for any Federal agency. Nearly $70 billion
of this request is dedicated to various social services programs, in-
cluding Head Start and Community Services block grants.

While they support families nationwide, such programs are also
vulnerable to waste and abuse of taxpayer resources. For example,
a 2010 report by the Government Accountability Office revealed
fraud in the Head Start program, including misleading taxpayers
about the number of children enrolled to inflate the amount of Fed-
eral funds received.

Despite a lengthy delay, I am pleased the Administration finally
took steps to implement a 2007 law to strengthen Head Start and
protect taxpayer dollars by requiring the lowest performing pro-
grams to re-compete for funding. I hope the department will con-
tinue to improve the accountability of this and other Social Serv-
ices’ programs within its jurisdiction.

While these programs and policies will be part of the discussion
today, health care is undoubtedly at the forefront of the minds of
many here. It is an issue continually raised by our constituents and
inextricably linked to the strength of our economy. Congress con-
tinues to closely examine the 2010 health care law and its’ unprec-
edented regulatory process. What we have learned is deeply trou-
bling. First, we have learned the law will fall far short of the Presi-
dent’s promise to lower health care costs. By any basic standard,
whether the premiums families and employers pay, or the cost le-
veraged on taxpayers to finance government programs, health care
costs are going up.

The average cost of a family health insurance plan increased 9
percent just last year. Charles Blahous, a public trustee of Medi-
care and Social Security, recently stripped away the budget gim-
micks to reveal the law will add as much as $527 billion to the
Federal deficit over the next decade.

Patti-Ann Kanterman, Chief Financial Officer of her family
owned business in Pennsylvania, recently told this committee ex-
actly what the law did not do, quote—“It did not reduce the costs
of insurance. It did not reduce uncertainty of offering insurance.”
It is worthwhile to note the President’s budget requests $111 bil-
lion increase for health insurance subsidies, perhaps an implicit
recognition costs are accelerating faster than even he imagined.

We have also learned the laws made it more difficult to hire new
workers. According to the Congressional Budget Office, the law will
cut 800,000 jobs from the nation’s workforce. This reflects the con-
cerns raised by employers like Gail Johnson, president of a small
business that offers early childhood education to families in Vir-
ginia. Ms. Johnson told the committee the 2010 law will, quote—
“slow or stall the growth of small and mid-size businesses as they
struggle to absorb its new costs.”

Finally, we learned the President’s pledge to the American peo-
ple that they could keep their current health care plan was nothing
more than empty rhetoric. The Administration has made it vir-
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tually impossible for employers to maintain their grandfathered ex-
emption, which means employers must choose between losing the
ability to manage coverage on behalf of their workers or complying
with the law’s myriad requirements as costs skyrocket.

The consequences of this health care law extend beyond an em-
ployer’s bottom line. They have consequences for workers as well.
Brett Parker, with Bowlmor Lanes in New York City, has testified
his kitchen staff will have to accept part-time hours due to the
law’s employer mandate. Other workers confront similar changes,
including lower wages and loss of coverage as employers grapple
with the law’s regulations and mandates.

Pennsylvania employer Will Knetch echoed the concerns of many
when he said the law provides so many unknowns for the business
community, it is scary. With 13 million searching for work, our na-
tion simply cannot afford policies that create uncertainty and fear.
Folks like Gail Johnson, Brett Parker, Patt-Ann Kanterman, these
are America’s job creators and their personal experiences reveal the
difficult reality now facing countless employers and workers.

Madam Secretary, we realize your job is to administer Federal
law to the best of your ability; however, Congress also has a re-
sponsibility to protect the best interests of the American people.
Toward that end, we will continue to conduct aggressive oversight
of the law and the related regulatory actions taken by the Adminis-
tration. As such, effective oversight requires the timely cooperation
of the Administration.

It was disappointing to receive, just last week, answers to ques-
tions this committee asked 10 months ago. Adding insult to injury,
the responses you provided are out of date and largely irrelevant
to the current debate. If it takes this long for the Federal bureauc-
racy to answer basic questions, it is hard to believe it can effec-
tively run our nation’s health care system. I hope you can provide
an explanation for the delay and commit to doing better in the fu-
ture.

With that, I will now recognize my distinguished colleague,
George Miller, the senior democratic member of the committee, for
his opening remarks.

[The statement of Chairman Kline follows:]

Prepared Statement of Hon. John Kline, Chairman, Committee on
Education and the Workforce

In his Fiscal Year 2013 budget, President Obama requests $932 billion for the De-
partment of Health and Human Services, one of the largest allocations for any fed-
eral agency. Nearly $70 billion of this request is dedicated to various social services
programs, including Head Start and Community Services Block Grants.

While they support families nationwide, such programs are also vulnerable to
waste and abuse of taxpayer resources. For example, a 2010 report by the Govern-
ment Accountability Office revealed fraud in the Head Start program, including mis-
leading taxpayers about the number of children enrolled to inflate the amount of
federal funds received. Despite a lengthy delay, I am pleased the administration fi-
nally took steps to implement a 2007 law to strengthen Head Start and protect tax-
payer dollars by requiring the lowest performing programs to re-compete for fund-
ing. I hope the department will continue to improve the accountability of this and
other social services programs within its jurisdiction.

While these programs and policies will be a part of the discussion, health care
is undoubtedly at the forefront of the minds of many here today. It is an issue con-
tinually raised by our constituents and inextricably linked to the strength of our
economy. Congress continues to closely examine the 2010 health care law and its
unprecedented regulatory process. What we have learned is deeply troubling.
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First, we have learned the law will fall far short of the president’s promise to
lower health care costs. By any basic standard—whether the premiums families and
employers pay or the costs leveraged on taxpayers to finance government pro-
grams—health care costs are going up. The average cost of a family health insur-
ance plan increased 9 percent just last year. Charles Blahous, a public trustee of
Medicare and Social Security, recently stripped away the budget gimmicks to reveal
the law will add as much as $527 billion to the federal deficit over the next decade.

Patti-Ann Kanterman, chief financial officer of a family-owned business in Penn-
sylvania recently told this committee exactly what the law did not do: “It did not
reduce the cost of insurance; it did not reduce uncertainty of offering insurance.”
It is worthwhile to note the president’s budget requests a $111 billion increase for
health insurance subsidies, perhaps an implicit recognition costs are accelerating
faster than even he imagined.

We have also learned the law has made it more difficult to hire new workers. Ac-
cording to the Congressional Budget Office, the law will cut 800,000 jobs from the
nation’s workforce. This reflects the concerns raised by employers like Gail Johnson,
president of a small business that offers early childhood education to families in Vir-
ginia. Ms. Johnson told the committee the 2010 law will “slow or stall the growth
of small and midsized businesses as [they] struggle to absorb its new costs.”

Finally, we learned the president’s pledge to the American people that they could
keep their current health care plan was nothing more than empty rhetoric. The ad-
ministration has made it virtually impossible for employers to maintain their grand-
fathered exemption, which means employers must choose between losing the ability
to manage coverage on behalf of their workers or complying with the law’s myriad
requirements as costs skyrocket.

The consequences of this health care law extend beyond an employer’s bottom
line; they have consequences for workers as well. Brett Parker with Bowlmor Lanes
in New York City has testified his kitchen staff will have to accept part-time hours
due to the law’s employer mandate. Other workers confront similar changes includ-
ing lower wages and loss of coverage as employers grapple with the law’s regula-
tions and mandates. Pennsylvania employer Will Knetch echoed the concerns of
many when he said the law “provides so many unknowns for the business commu-
nity; it is scary.”

With 13 million searching for work, our nation simply cannot afford policies that
create uncertainty and fear. Folks like Gail Johnson, Brett Parker, Patti-Ann
Kanterman—these are America’s job creators, and their personal experiences reveal
the difficult reality now facing countless employers and workers.

Madam Secretary, we realize your job is to administer federal law to the best of
your ability. However, Congress also has a responsibility to protect the best inter-
ests of the American people. Toward that end, we will continue to conduct aggres-
sive oversight of the law and the related regulatory actions taken by the administra-
tion.

As such, effective oversight requires the timely cooperation of the administration.
It was disappointing to receive just last week answers to questions this committee
asked 10 months ago. Adding insult to injury, the responses you provided are out
of date and largely irrelevant to the current debate. If it takes this long for the fed-
eral bureaucracy to answer basic questions, it’s hard to believe it can effectively run
our nation’s health care system.

I hope you can provide an explanation for the delay and commit to doing better
in the future.

Mr. MILLER. Thank you, Mr. Chairman, and I join you in wel-
coming Secretary Sebelius back before the committee.

From educating our youngest children at Head Start, to ensuring
seniors access to health care through Medicare, the Department of
Health and Human Services administers programs that make our
nation stronger and healthier. HHS is also playing an essential
role in implementing the Affordable Care Act. Proper implementa-
tion of this historic reform is vitally important. It has been 2 years
since the Affordable Care Act was signed into law and 2 more years
before it will be fully implemented.

We never said the change would be everything—that it would
change everything that is wrong with our health care system or fix
things that people—everything that people would like, or as fast as
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they would like. But we know the Affordable Care Act is already
moving in the right direction. For decades, we debated about what
to do about rising health costs faced by families, businesses and
governments.

I would remind Members and my colleagues that they have all
been visited over the last decade of businesses, small and large,
international and American-based, of which, complained about
their dramatic rise in health care over that last decade. We think
the Affordable Care Act will, in the long-term, lower those health
care costs to businesses, families and to our economy and it will
put American families back in charge of health care. But, for dec-
ades, we kicked the can down the road, costs continued to rise for
millions of Americans lost access to the affordable coverage.

The billion dollar insurance industry held American families hos-
tage for too long. They denied coverage due to pre-existing condi-
tions and they rescinded coverage in the middle of treatment. They
forced families with stricken loved ones into bankruptcy because
those patients had reached their previously unknown, lifetime cov-
erage limit.

But that finally changed with reform. And now the early suc-
cesses of the law cannot be denied. The national trends are posi-
tive. I am also encouraged that I have been hearing from providers,
insurers, patients and health systems in my state and district.
California is one of the most proactive states in implementing the
reform. The state has already activated its exchanges, the Account-
able Care Organizations are being embraced by physician groups
and insurers as a way to better coordinate care, leading to
healthier outcomes and lower overall costs.

For example, Blue Shield of California announced in October
they would give out $20 million in grants to 18 California hospital
heath systems, clinics and physician groups to form accountable
care organizations, the incentives to reduce unnecessary hospital
readmissions and save California public employees retirement sys-
tem $15 million in reduced insurance premiums. Across the coun-
try we have seen similar successes.

The Affordable Care Act is already working to put Medicare on
stronger financial footing. The law provides new tools to combat
fraud and abuse in the Medicare and Medicaid systems. They have
helped the government recover a record amount of money, over $4
billion since last year, in fraudulent payments.

Additionally, the growth of Medicare costs have begun to slow.
The average Medicare advantage premium is lower this year and
the solvency of the Medicare Hospital Trust Fund has been ex-
tended until 2024. This is exactly the opposite of what opponents
have predicted would happen. While there is more to be done to se-
cure Medicare in the long-term, the Affordable Care Act has begun
to show results—reforms should be allowed to work.

Rather than ending Medicare guarantees, as my Republican col-
leagues have voted to do repeatedly, we must work to strengthen
the program. Nor should we turn our backs on the reforms that are
already directing the benefits of millions of Americans right now.
Seniors are saving billions on medications, working families are no
longer just one illness away from bankruptcy, because an insurance
company drops coverage due to an arbitrary limit.
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Children with pre-existing conditions are no longer denied cov-
erage and more than two and one-half million young adults who
aren’t offered coverage at work are now allowed to stay on their
parent’s health plan. All of these reforms would disappear if the
law were repealed. Repeal means working families going bankrupt
because insurance companies end coverage when they get cancer.

Repeal means sick children being denied coverage. Repeal means
young adults in jobs that don’t offer health insurance, losing access
to their parent’s coverage. The repeal means that all other patient’s
rights set to go into law over the next 2 years would never happen,
like completely ending the use of pre-existing conditions to deny
care or pricing Americans out of coverage; like ensuring all Ameri-
cans have access to quality and affordable health insurance that is
not dependent upon whether your employer offers it or not.

Mr. Chairman, the Affordable Care Act is making a difference.
America has tried to pass meaningful health reform for nearly a
century but we couldn’t make it happen until President Obama and
the previous Congress made it a priority and got it done. Now is
not the time to reverse course and go back to the days when the
insurance companies were in charge. Our nation’s businesses can’t
afford it, families can’t afford it and our government can’t afford it.

Once again, Secretary Sebelius, thank you very much for making
yourself available to the committee this morning and I look forward
to your testimony.

[The statement of Mr. Miller follows:]

Prepared Statement of Hon. George Miller, Senior Democratic Member,
Committee on Education and the Workforce

Good morning Mr. Chairman. I join you in welcoming Secretary Sebelius back to
the committee.

From educating our youngest children in Head Start to ensuring seniors’ access
to health care through Medicare, the Department of Health and Human Services
administers programs that make our nation stronger and healthier.

HHS is also playing a central role in implementing the Affordable Care Act. Prop-
er implementation of this historic reform is vitally important. It has been two years
since the Affordable Care Act was signed into law. And there are two more years
to go before it is fully implemented.

We never said we could change everything that’s wrong with our health care sys-
tem, or fix things as fast as people would like. But we know the Affordable Care
Act is already moving us in the right direction.

For decades, we debated what to do about rising health costs faced by families,
businesses and government. We debated how best to put American families, instead
of insurance companies, back in charge of their health care.

But, for decades, we kicked the can down the road. Costs continued to rise and
millions of Americans lost access to affordable coverage.

The billion-dollar insurance industry held American families hostage for too long.
They denied coverage due to pre-existing condition. They rescinded coverage in the
middle of treatment. They forced families with stricken loved ones into bankruptcy
because those patients had reached a previously unknown lifetime coverage limit.

But that finally changed with reform. And the early success of this law cannot
be denied.

The national trends are positive.

I am also encouraged with what I am hearing from providers, insurers, patients
and health systems in my state and district.

California is one of the most pro-active states in the country implementing reform.

The state has already activated its exchange.

Accountable Care Organizations are being embraced by physician groups and in-
surers as a way to better coordinate care, leading to healthier outcomes at lower
overall costs.
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For example, Blue Shield of California announced in October that it will give out
$20 million in grants to 18 California hospitals, health systems, clinics and physi-
cians groups to form an Accountable Care Organization.

And incentives to reduce unnecessary hospital readmissions saved the California
Public Employees Retirement System $15 million in reduced insurance premiums.

Across the country we have seen similar successes.

. The Affordable Care Act is already working to put Medicare on stronger financial
ooting.

The law provides new tools to combat fraud and abuse in the Medicare and Med-
icaid systems.

These have helped the government recover a record $4 billion last year in fraudu-
lent payments.

Additionally, the growth of Medicare costs has begun to slow. The average Medi-
care Advantage premium is lower this year. And the solvency of the Medicare hos-
pital trust fund has been extended until 2024.

This is exactly the opposite of what opponents predicted would happen.

While there is more to be done to secure Medicare for the long-term, the Afford-
able Care Act has begun to show results. These reforms should be allowed to work.

Rather than ending the Medicare guarantee as my Republican colleagues have
voted to do repeatedly, we must work to strengthen the program.

Nor should we turn our backs on the reforms that are also directly benefiting mil-
lions of Americans right now.

Seniors are saving billions on their medications.

Working families are no longer just one illness away from bankruptcy because of
an insurance company that drops coverage due to an arbitrary limit.

Children with pre-existing conditions are no longer denied coverage.

And more than 2.5 million young adults who aren’t offered coverage at work are
now allowed to stay on their parents’ health plan.

All of these reforms would disappear if the law were to be repealed.

Repeal means working families going bankrupt because of cancer and an insur-
ance company that ends coverage.

Repeal means sick children being denied coverage.

Repeal means young adults, in jobs that don’t offer health insurance, losing access
to their parents’ coverage.

And repeal means that all the other patient rights set to go into law over the next
two years would never happen.

Like completely ending the use of preexisting conditions to deny care or pricing
Americans out of coverage. Like ensuring all Americans have access to quality and
affordable health insurance that is not dependent on whether your employer offers
it or not.

Mr. Chairman, the Affordable Care Act is already making a difference.

America tried to pass meaningful health care reform for nearly a century but we
couldn’t make it happen until President Obama and the previous Congress made it
a priority and got it done.

Now is not the time to reverse course and go back to the days where insurance
companies were in charge.

Our nation’s businesses can’t afford it. Families can’t afford it. And our govern-
ment can’t afford it.

Once again, thank you, Secretary Sebelius, for making yourself available to the
committee.

I look forward to your testimony.

Chairman KLINE. I thank the gentleman.

Pursuant to Committee Rule 7(c), all committee members will be
permitted to submit written statements to be included in the per-
manent hearing record and, without objection, the hearing record
will remain open for 14 days to allow statements, questions for the
record and other extraneous material referenced during the hear-
ing, to be submitted in the official hearing record.

According to my script, it is now my time to introduce our wit-
ness. I think this is, indeed, one of those cases where our witness
needs no introduction; everyone knows the Honorable Kathleen
Sebelius, the Secretary of Health and Human Services. She has
been before this committee before. We welcome her back again.
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I am also supposed to remind everybody of the lighting system,
which is there in front of you, Madam Secretary. It is the old
green, yellow and red light system. Please give your testimony, in
its entirety, of course. Everything will be submitted to the record—
your entire written testimony.

For my colleagues up here, however, once again, I will be making
every effort to hold us to the 5-minute rule so that all members
have a chance to engage in the discussion.

And, with that, Madam Secretary, you are recognized.

STATEMENT OF HON. KATHLEEN G. SEBELIUS, SECRETARY,
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Secretary SEBELIUS. Well, good morning, Chairman Kline and
Ranking Member Miller and members of the committee. And I
want to start by thanking you for the invitation to discuss the
President’s 2013 Budget for the Department of Health and Human
Services.

Our budget helps to create an American economy built to last by
strengthening our nation’s health care, supporting research that
will lead to tomorrow’s cures, and promoting opportunity for Amer-
ica’s children and families, so everyone has a fair shot to reach
their full potential. It makes the investments we need right now,
while reducing the deficit in the long-term, to make sure that pro-
grams that millions of Americans rely on will be there for genera-
tions to come.

I look forward to answering your questions about the budget but,
first, I want to share a few highlights. Over the last 2 years, as
Congressman Miller said, we have been working to deliver the ben-
efits of the Affordable Care Act to the American people. Thanks to
the law, more than 2.5 million additional young Americans are al-
ready getting coverage through their parent’s health plans.

An estimated 32.5 million beneficiaries with Medicare have
taken advantage of the recommended preventive services without
co-pays or co-insurance. Small business owners are taking advan-
tage of tax breaks on their health care premiums that allow them
to expand the care and hire more employees. This year we will
build on that progress, continuing to support states as they work
to establish affordable insurance exchanges by 2014.

Once these competitive marketplaces are in place, they will en-
sure that all Americans have access to quality, affordable health
coverage. But we know that the lack of insurance is not the only
obstacle to care, so our budget also invests in our health care work-
force. The budget supports training more than 7,100 primary care
providers and placing them where they are needed most.

It also invests in America’s network of community health centers.
The budget will help health centers provide access to quality care
for 21 million people, 300,000 patients more than what could be
served last year. The budget ensures that 21st Century America
will continue to lead the world in biomedical research by maintain-
ing funding for the National Institutes of Health.

This budget also continues our Administration’s commitment to
high-quality early education programs that put all of our children
on a path to school success and opportunity. Increased funding for
the 962,000 children in Head Start and the 1.5 million children in
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federally funded childcare assistance program is not only an invest-
ment in higher test scores and graduation rates, we know it leads
to more productive adults, stronger families and more secure com-
munities.

And our investments also support critical reforms in both Head
Start and childcare programs to raise the bar on quality. For exam-
ple, this year, for the first time, we will require Head Start pro-
grams that don’t meet important quality benchmarks to compete
for funding. In order to make these vital investments, the budget
recognizes the need to set priorities, make difficult trade-offs and
ensure we use every dollar wisely; that starts with continuing sup-
port for President Obama’s historic push to stamp out waste, fraud
and abuse in the health care system.

Over the last 3 years, every dollar we have put into health care
fraud and abuse control has returned more than $7.00. Last year
alone, those efforts recovered more than $4 billion. Our budget
builds on those efforts by giving law enforcement the technology
and data to spot perpetrators early and prevent payments based on
fraud from going out in the first place. The budget makes smart
investments where they will have the greatest impact, helping to
build a stronger, healthier and more prosperous America for the fu-
ture.

I want to, again, thank you, Mr. Chairman, for inviting me here
this morning and I look forward to our conversation.

[The statement of Secretary Sebelius follows:]

Prepared Statement of Hon. Kathleen G. Sebelius, Secretary,
U.S. Department of Health and Human Services

Chairman Kline, Ranking Member Miller, and Members of the Committee, thank
you for the invitation to discuss the President’s FY 2013 Budget for the Department
of Health and Human Services (HHS).

The Budget for the Department of Health and Human Services (HHS) invests in
health care, disease prevention, social services, and scientific research. HHS makes
investments where they will have the greatest impact, build on the efforts of our
partrllers, and lead to meaningful gains in health and opportunity for the American
people.

The President’s fiscal year (FY) 2013 Budget for HHS includes a reduction in dis-
cretionary funding for ongoing activities, and legislative proposals that would save
an estimated $350.2 billion over ten years. The Budget totals $940.9 billion in out-
lays and proposes $76.7 billion in discretionary budget authority. This funding will
enable HHS to: Strengthen Health Care; Support American Families; Advance Sci-
entific Knowledge and Innovation; Strengthen the Nation’s Health and Human
Service Infrastructure and Workforce; Increase Efficiency, Transparency, and Ac-
X)untability of HHS Programs; and Complete the Implementation of the Recovery

ct.

Strengthen health care

Delivering benefits of the Affordable Care Act to the American People: The Afford-
able Care Act expands access to affordable health coverage to millions of Americans,
increases consumer protections to ensure individuals have coverage when they need
it most, and slows increases in health costs. Effective implementation of the Afford-
able Care Act is central to the improved fiscal outlook and well-being of the Nation.
The Centers for Medicare & Medicaid Services (CMS) is requesting an additional
$1 billion in discretionary funding to continue implementing the Affordable Care
Act, including Affordable Insurance Exchanges, and to help keep up with the growth
in the Medicare population.

Expand and Improve Health Insurance Coverage: Beginning in 2014, Affordable
Insurance Exchanges will provide improved access to insurance coverage for millions
of Americans. Exchanges will make purchasing private health insurance easier by
providing eligible individuals and small businesses with one-stop-shopping where
they can compare benefit plans. New premium tax credits and reductions in cost-
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sharing will help ensure that eligible individuals can afford to pay for the cost of
private coverage through Exchanges. FY 2013 will be a critical year for building the
infrastructure and initiating the many business operations critical to enabling Ex-
changes to begin operation on January 1, 2014. The expansion of health insurance
coverage for millions of low-income individuals who were previously not eligible for
coverage also begins in 2014. CMS has worked closely with states to ensure they
are prepared to meet the 2014 deadline and will continue this outreach in FY 2013.

Many important private market reforms have already gone into effect, providing
new rights and benefits to consumers to put them in charge of their own health
care. The Affordable Care Act’s Patient’s Bill of Rights allows young adults to stay
on their parents’ plans until age 26 and ensures that consumers receive the care
they need when they get sick and need it most by prohibiting rescissions and life-
time dollar limits on coverage for care. The new market reforms also provide for
independent reviews of coverage disputes. Temporary programs like the Early Re-
tiree Reinsurance Plan (ERRP) and the Pre-Existing Condition Insurance Plan
(PCIP) are supporting affordable coverage for individuals who often face difficulties
obtaining private insurance in the current marketplace. Additionally, rate review
and medical loss ratio (MLR) provisions help ensure that health care premiums are
kept reasonable and affordable year after year. The already operational rate review
provision gives states additional resources to determine if a proposed health care
premium increase is unreasonable and, in many cases, help enable state authorities
to deny an unreasonable rate increase. HHS reviews large proposed increases in
states that do not have effective rate review programs. The MLR provisions guar-
antee that, starting in 2011, insurance companies use at least 80 percent or 85 per-
cent of premium revenue, depending on the market, to provide or improve health
care for their customers or give them a rebate.

Strengthen the Delivery System: The Affordable Care Act established a Center for
Medicare and Medicaid Innovation (Innovation Center). The Innovation Center is
tasked with developing, testing, and—for those that prove successful—expanding in-
novative payment and delivery system models to improve quality of care and reduce
costs in Medicare, Medicaid, and the Children’s Health Insurance Program (CHIP).
The Innovation Center began operations in November 2010 and has undertaken an
ambitious agenda encompassing patient safety, coordination of care among multiple
providers, and enhanced primary care. These projects can serve as crucial stepping
stones towards a higher-quality, more efficient health care system.

HHS is also working to ensure that the most vulnerable in our Nation have full
access to seamless, high-quality health care. The Affordable Care Act established a
new office to more effectively integrate benefits and improve coordination between
states and the Federal Government for those who are eligible for both Medicare and
Medicaid. While Medicare-Medicaid beneficiaries make up a relatively small portion
of enrollment in the two programs, they represent a significant portion of expendi-
tures. HHS is currently supporting 15 states as they design models of care that bet-
ter integrate Medicare and Medicaid services and is designing additional demonstra-
tions to continue to improve care.

CMS is currently offering three initiatives that will help spur the development of
Accountable Care Organizations (ACOs) for Medicare beneficiaries. ACOs are groups
of health providers who join together to give high-quality, coordinated care to the
patients they serve. If an ACO meets quality standards, it will be eligible to share
in savings it achieves for the Medicare program, and may be subject to losses, offer-
ing a powerful incentive to restructure care to better serve patients.

Ensuring Access to Quality Care for Vulnerable Populations: Health Centers are
a key component of the Nation’s health care safety net. The President’s Budget in-
cludes a total of $3 billion, including an increase of $300 million from mandatory
funds under the Affordable Care Act, to the Health Centers program. This invest-
ment will provide Americans in underserved areas, both rural and urban, with ac-
cess to comprehensive primary and preventive health care services. This funding
will create 25 new health center sites in areas of the country where they do not cur-
rently exist and provide access to quality care for 21 million people, an increase of
300,000 additional patients over FY 2012. The Budget also promotes a policy of
steady and sustainable health center growth by distributing Affordable Care Act re-
sources over the longterm. This policy safeguards resources for new and existing
health centers to continue services and ensures a smooth transition as health cen-
ters increase their capacity to provide care as access to insurance coverage expands.

Improving Healthcare Quality and Patient Safety: The Affordable Care Act di-
rected HHS to develop a national strategy to improve health care services delivery,
patient health outcomes, and population health. In FY 2011, HHS released the Na-
tional Strategy for Quality Improvement in Health Care, which highlights three
broad aims: Better Care, Healthy People and Communities, and Affordable Care.
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Since publishing the Strategy, HHS has focused on gathering additional input from
private partners and aligning new and existing HHS activities with the Strategy.
HHS will enhance the Strategy by incorporating input from stakeholders and devel-
oping metrics to measure progress toward achieving the Strategy’s aims and prior-
ities. Already, the Strategy is serving as a blueprint for quality improvement activi-
ties across the country.

CMS will continue funding for the Partnership for Patients, an initiative launched
in April 2011 that sets aggressive targets for improving the quality of healthcare:
reducing preventable hospital-acquired conditions by 40 percent and preventable re-
admissions by 20 percent by the end of 2013, as compared to 2010.

Support American families

Healthy Development of Children and Families: HHS oversees many programs
that support children and families, including Head Start, Child Care, Child Support,
and Temporary Assistance for Needy Families (TANF). The FY 2013 Budget request
invests in early education, recognizing the role high-quality early education pro-
grams can play in preparing children for school success. The request also supports
TANF and proposes to restore funding for the Supplemental Grants without increas-
ing overall TANF funding.

Investing in Education by Supporting an Early Learning Reform Agenda: The FY
2013 Budget supports critical reforms in Head Start and a Child Care quality initia-
tive that, when taken together with the Race to the Top Early Learning Challenge,
are key elements of the Administration’s broader education reform agenda designed
to improve our Nation’s competitiveness by helping every child enter school ready
for success.

On November 8, 2011 the President announced important new steps to improve
the quality of services and accountability at Head Start centers across the country.
The Budget requests over $8 billion for Head Start programs, an increase of $85
million over FY 2012, to maintain services for the 962,000 children currently partici-
pating in the program. This investment will also provide resources to effectively im-
plement new regulations that require grantees that do not meet high quality bench-
marks to compete for continued funding, introducing an unprecedented level of ac-
countability into the Head Start program. By directing taxpayer dollars to programs
that offer high-quality Head Start services, this robust, open competition for Head
Start funding will help to ensure that Head Start programs provide the best avail-
able early education services to our most vulnerable children.

The Budget provides $6 billion for child care, an increase of $825 million over FY
2012. This funding level will provide child care assistance to 70,000 more children
than could otherwise receive services without this increased investment; 1.5 million
children in total. In addition to providing funding for direct assistance to more chil-
dren, the Budget includes $300 million for a new child care quality initiative that
states would use to invest directly in programs and teachers so that individual child
care programs can do a better job of meeting the early learning and care needs of
children and families. The funds would also support efforts to measure the quality
of individual child care programs through a rating system or another system of
quality indicators, and to clearly communicate program-specific information to par-
ents so they can make informed choices for their families. These investments are
consistent with the broader reauthorization principles outlined in the Budget, which
encompass a reform agenda that would help transform the Nation’s child care sys-
tem to one that is focused on continuous quality improvement and provides more
low-income children access to high-quality early education settings that support
children’s learning, development, and success in school.

Improve the Foster Care System: The Budget includes an additional $2.8 billion
over ten years to support improvements in child welfare. Additional resources will
support incentives to states to improve outcomes for children in foster care and
those who are receiving in-home services from the child welfare system, and also
to require that child support payments made on behalf of children in foster care be
used in the best interest of those children. The Budget also creates a new teen preg-
nancy prevention program specifically targeted to youth in foster care.

Strengthen TANF and Create Jobs: The Budget would provide continued funding
for the TANF program and would fund the Supplemental Grants for Population In-
creases. When Congress takes up reauthorization, we want to work with lawmakers
to strengthen the program’s effectiveness in accomplishing its goals. This should in-
clude using performance indicators to drive program improvement and ensuring
that states have the flexibility to engage recipients—including families with serious
barriers to employment—in the most effective activities to promote success in the
workforce. We also want to work with Congress to revise the Contingency Fund to
make it more effective during economic downturns.
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Keeping America Healthy: The President’s Budget includes resources necessary to
enhance clinical and community prevention, support research, develop the public
health workforce, control infectious diseases, and invest in prevention and manage-
ment of chronic diseases and conditions.

Preventing Teen Pregnancy: The Budget includes $105 million in the Prevention
and Public Health Fund for the Office of the Assistant Secretary for Health for teen
pregnancy prevention programs. These programs will support community-based ef-
forts to reduce teen pregnancy using evidence-based models as well as promising
programs and innovative strategies. The Budget also includes $15 million in funding
for CDC teen pregnancy prevention activities to reduce the number of unintended
pregnancies through science-based prevention approaches.

Protect Vulnerable Populations: HHS is committed to ensuring that vulnerable
populations continue to receive critical services during this period of economic un-
certainty.

Strengthen the nation’s health and human service infrastructure and work force

Investing in Infrastructure: A strong health workforce is key to ensuring that
more Americans can get the quality care they need to stay healthy. The Budget in-
cludes $677 million, an increase of $49 million over FY 2012, within HRSA to ex-
pand the capacity and improve the training and distribution of primary care, dental,
and pediatric health providers. The Budget will support the placement of more than
7,100 primary care providers in underserved areas and begin investments that ex-
pand the capacity of institutions to train 2,800 additional primary care providers
over 5 years.

Increase efficiency, transparency, and accountabiliy of HHS programs

Living Within our Means: HHS is committed to improving the Nation’s health and
well-being while simultaneously contributing to deficit reduction. The FY 2013 dis-
cretionary request demonstrates this commitment by maintaining ongoing invest-
ments in areas most central to advancing the HHS mission while making reductions
to lower priority areas, reducing duplication, and increasing administrative effi-
ciencies. Overall, the FY 2013 request includes over $2.1 billion in terminations and
reductions to fund initiatives while achieving savings in a constrained fiscal envi-
ronment. Many of these reductions, such as the $177 million cut to the Children’s
Hospital Graduate Medical Education Payment Program, the $452 million cut to the
Low Income Home Energy Assistance Program (LIHEAP), and the $327 million cut
to the Community Services Block Grant (CSBG) were very difficult to make, but are
necessitated by the current fiscal environment.

The Administration remains supportive of CSBG’s important goals and the serv-
ices it provides to low-income Americans. We have had to make tough choices to
meet current fiscal targets. The 2013 Budget provides $350 million for CSBG, and
proposes to strengthen the program to make sure that we are getting the most out
of every dollar we spend. The Budget proposes that entities receiving funding from
CSBG meet certain performance standards, and compete for funding if they fall
below those standards.

Regarding LIHEAP, the Administration proposes to adjust funding for expected
winter fuel costs and to target funds to those most in need. The request is $3 billion,
$452 million below the FY 2012 level and $450 million above both FY 2008 and the
2012 request. With constrained resources, the Budget targets assistance where it is
needed most. The request targets $2.8 billion in base grants using the state alloca-
tion Congress enacted for FY 2012. The request also includes $200 million in contin-
gency funds, which will be used to address the needs of households reliant on home
delivered fuels (heating oil and propane) should expected price trends be realized,
as well as other energy-related emergencies.

In September 2011, the Administration detailed a plan for economic growth and
deficit reduction. The FY 2013 Budget follows this blueprint in its legislative pro-

osals, presenting a package of health savings proposals that would save more than

360 billion over 10 years, with almost all of these savings coming from Medicare
and Medicaid. Medicare proposals would encourage high-quality, efficient care, in-
crease the availability of generic drugs and biologics, and implement structural re-
forms to encourage beneficiaries to seek value in their health care choices. The
Budget also seeks to make Medicaid more flexible, efficient, and accountable while
strengthening Medicaid program integrity. Together, the FY 2013 discretionary
budget request and these legislative proposals allow HHS to support the Adminis-
tration’s challenging yet complementary goals of investing in the future and estab-
lishing a sustainable fiscal outlook.

Program Integrity and Oversight: The FY 2013 Budget continues to make pro-
gram integrity a top priority. The Budget includes $610 million in discretionary
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funding for Health Care Fraud and Abuse Control (HCFAC), the full amount au-
thorized under the Budget Control Act of 2011 (BCA). The Budget also proposes to
fully fund discretionary program integrity initiatives at $581 million in FY 2012,
consistent with the BCA. The discretionary investment supports the continued re-
duction of the Medicare fee-for-service improper payment rate; investments in pre-
vention-focused, data-driven initiatives like predictive modeling; and HHS-Depart-
ment of Justice Health Care Fraud Prevention and Enforcement Action Team
(HEAT) initiatives, including Medicare Strike Force teams and fighting pharma-
ceutical fraud.

From 1997 to 2011, HCFAC programs have returned over $20.6 billion to the
Medicare Trust Funds. Approximately $4.1 billion was recovered last year in FY
2011, including $2.5 billion returned to the Trust Funds, and the current three-year
return-on-investment of 7.2 to 1 is the highest in the history of the HCFAC pro-
gram. The Budget proposes a 10-year discretionary investment yielding a conserv-
ative estimate of $11.3 billion in Medicare and Medicaid savings and 16 program
integrity proposals to build on the Affordable Care Act’s comprehensive fraud fight-
ing authorities for savings of an additional $3.6 billion over 10 years.

Additionally, the Budget includes funding increases for significant oversight ac-
tivities. The request includes $84 million for the Office of Medicare Hearings and
Appeals, an increase of $12 million, to continue to process the increasing number
of administrative law judge appeals within the statutory 90-day timeframe while
maintaining the quality and accuracy of its decisions. The Budget also includes $370
million in discretionary and mandatory funding for the Office of Inspector General
(OIG), a 4 percent increase from FY 2012. This increase will enable OIG to expand
CMS Program Integrity efforts in areas such as HEAT, improper payments, and
focus on investigative efforts on civil fraud, oversight of grants, and the operation
of new Affordable Care Act programs.

Additionally, Durable Medical Equipment (DME) Competitive Bidding is pro-
viding competitive pricing, while continuing to ensure access to quality medical
equipment from accredited suppliers, which will save Medicare $25.7 billion over 10
years and help millions of Medicare beneficiaries save $17.1 billion in out-of-pocket
costs over 10 years. The Budget proposes to extend some of the efficiencies of DME
Competitive Bidding to Medicaid by limiting Federal reimbursement on certain
DME services to what Medicare would have paid in the same state for the same
services. This proposal is expected to save Medicaid $3.0 billion over 10 years.

Completing implementation of the Recovery Act

The American Recovery and Reinvestment Act provided $140 billion to HHS pro-
grams, of which $110 billion had been spent by grant and contract recipients by the
end of FY 2011. The vast majority of these funds helped state and local communities
cope with the effects of the economic recession.

Thousands of jobs were also created or saved, including subsidized employment
and training for over 260,000 people through the Temporary Assistance for Needy
Families (TANF) program Emergency Contingency Fund.

The Recovery Act provided states fiscal relief through a temporary increase in
Federal matching payments of $84 billion for Medicaid and foster care and adoption
assistance.

HHS Recovery Act funds are also making long-term investments in the health of
the American people and the health care system itself. Beginning in FY 2011 and
continuing for the next few years, HHS will be investing more than $20 billion to
support implementation of health information technology in the health care industry
on a mass scale. This effort is expected to significantly improve the quality and effi-
ciency of the U.S. health care system. In addition, $10 billion in Recovery Act funds
were invested in biomedical research programs around the country, including a
major effort to document genomic changes in 20 of the most common cancers and
to build research laboratory capacity. Of more immediate impact, $1 billion has been
supporting prevention and wellness programs, including projects in 44 communities
with a total combined population of over 50 million aimed at reducing tobacco use
and the chronic diseases associated with obesity.

HHS has also met the challenges of transparency and accountability in the man-
agement of its Recovery Act funds. More than 23,000 grantees and contractors with
Recovery Act funding from HHS discretionary programs have submitted reports on
the status of their projects over the last 10 quarters. More than 99 percent of the
required recipient reports have been submitted on time and are available to the
public on Recovery.gov; non-filers have been sanctioned. Finally, HHS Recovery Act
program managers are working hand-in-hand with the Secretary’s Council on Pro-
gram Integrity to ensure that risks for fraud, abuse, and waste are identified and
steps are taken to mitigate those risks.
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Thank you for the opportunity to testify. I will be happy to answer any questions
you may have.

Chairman KLINE. Thank you, Madam Secretary. The health re-
form law, which we have just been discussing here, cuts $200 bil-
lion out of the Medicare Advantage program. As a result of these
cuts, the Congressional Budget Office has estimated that 5 million
fewer seniors will be enrolled in Medicare Advantage plans during
the next decade. And that was a matter of some concern during the
debate leading up to the passage of this bill.

And, now, just this week, we have seen an alarming report from
the Government Accountability Office, suggesting the Administra-
tion viewed these cuts to the health care of millions of seniors as
a vulnerability and created a so-called “demonstration project,” to
temporarily avert the damage. The GAO criticized the $8 billion
program that will delay the impact of these cuts until next year.
The GAO also reports that such a national program in size and
cost is unprecedented and its’ design, quote—“precludes a credible
evaluation of its effectiveness.”

The Wall Street Journal picked up on this and ventured that the
purpose of the project is to, quote—“give a program that is popular
with seniors a temporary reprieve past election day.” It is in the
interest of every single member of Congress to make sure that tax-
payer dollars aren’t being spent to protect certain political inter-
ests.

Madam Secretary, the GAO called on you to cancel this dem-
onstration project. Is that your intent or are you going to continue
forward with this project?

Secretary SEBELIUS. Mr. Chairman, we have no intention of can-
celling the project. And I think the good news is that Medicare Ad-
vantage programs are stronger than ever and, actually, cheaper
than ever. We have more seniors enrolling in Medicare Advantage
this year than ever before. We have more programs in the market-
place than ever before. Medicare Advantage programs, when the
Affordable Care Act was passed, were paid at about 114 percent of
fee-for-service Medicare.

So the Affordable Care Act, over time, reduces that overpayment.
We are now down to 107 percent, so rates, indeed, have come down
in Medicare Advantage program. That not only benefits the seniors
who choose those options, because they pay lower co-pays, but they
have more options. And, for the first time ever since Medicare Ad-
vantage programs were created, we have instituted a demonstra-
tion to inform seniors about quality.

Some of these plans are very high quality, others are not. And
we have a 2-year demonstration plan running and I think the good
news is we are seeing seniors migrate away from the lower quality
plan to the higher quality plan. We are on track to totally elimi-
nate the overpayment to Medicare Advantage Plan, as promised
with the Affordable Care Act. Again, a benefit to seniors while
keeping the choice that seniors have throughout this country.

Chairman KLINE. The GAO pointed out that the demonstration
project, rather than emphasizing those highly successful programs
and rewarding them, basically was making the money available to
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everybody, which would help provide those costs and encourage
people to stay in. What is your response to that?

Secretary SEBELIUS. Well, it is just not accurate. The plans are
rated one through five stars. The three, four and five-star programs
have gotten some additional incentives to offer quality outcomes. I
think the bad news for America’s seniors is that for years not only
did Medicare Advantage programs charge 14 percent more than
fee-for-service, which added costs to every Medicare beneficiary,
but there was no quality difference in health care outcomes.

What we are determined to do is not only lower the costs but,
actually, to make it very clear to the plans operating in the private
marketplace that quality is important and that seniors should
know which plans actually offer better outcomes than others.

Chairman KLINE. Clearly, sharp differences between the Govern-
ment Accountability Office and the Department, which we will con-
tinue to explore. I am about to run out of time and I just want to
move quickly to another subject. The 2010 Head Start Impact
Study found the advantages children gain from Head Start yielded
only a few, significant, outcomes that lasted through the end of the
first grade.

Now, the third grade follow-up study was set to be completed last
September. It has been delayed until later this year. Considering
the data for this third grade study was completed in the spring of
2008;) what is the cause for the delay and what are your expecta-
tions?

Secretary SEBELIUS. Well, Mr. Chairman, I know that the study
is underway and that we anticipate completion on the timetable
that you have just suggested. We think it is important to continue
to monitor what is happening with outcomes. What we know is
Head Start does make a difference and it does make a difference
not only in the families, but in the children able to start school
ready to learn.

And we were really pleased to have an opportunity to work on
additional curriculum issues with the Department of Education. I
think, also, Mr. Chairman, for the first time ever in the history of
the program, we felt it was important to recognize that Head Start
programs operate in a variety of ways and some are lower per-
forming and that is not good for our kids.

So, for the first time ever, we have instituted a program where
Head Start programs in the bottom quarter of the programs in the
country are re-competing for funding, recognizing that we want all
of our children in the highest quality programs possible.

Chairman KLINE. Thank you, my time has expired.

Mr. Miller?

Mr. MiLLER. Thank you very much.

Madam Secretary, just to follow up on the Head Start question—
one, thank you for pushing forward on the re-competing. I know it
has been controversial and, in my case, it turns out it cuts very
close to home. It is still the right thing to do. I think we will end
up with better quality care. I think we will end up with more dili-
gience by the Head Start providers knowing that this process is in
place.

And I think both the development of the children and the safety
of the children will be dramatically improved because of that. I ap-
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preciate that some providers don’t like—they think they have the
premier program. They don’t like the idea that they, somehow, are
missing the mark and have to re-compete but I think that is impor-
tant.

I would also say that for years, you know, we have gone back and
forth about what the improvement is in children’s ability to learn
and the development of children in Head Start, but we also know
that, very often, we take those children and we put them into an
elementary system in first grade and we measure them at the end
of first grade and we measure them at the end of fourth grade.

And much of what we thought was the advantage is lost. And
there is a pretty significant body of evidence suggesting that it was
lost in first, second and third grade. They came there reasonably
well prepared to learn but not much happened when they got to
the public school system. And there is some concerns about that so
I would just put that into the mix.

I want to go back. I mentioned the development of the Account-
able Care organizations. First, what I am quite surprised at, the
extent to which in our area of California, Northern California, that
these programs have been embraced by the insurers, by the big
medical centers, the hospitals, both private and public, and large
medical groups of doctors, specialists and across groups with a
broad practice in this effort.

The one that was run by CalPERS that we have pointed out—
it reduced the number of patients hospitalized for 20 days or more
by 50 percent and it reduced hospital admissions by 17 percent. It
reduced the total number of inpatients’ days by 14 percent and pro-
duced a savings of, as we said, over $15 million. I think some $60
million was returned to ratepayers in that instance.

And, now, Blue Cross, Blue Shield and others are trying to set
these up in other parts of the state. And both hospitals and physi-
cians are coming to those, understanding that this provides for an
improved coordination of care, better care, and drop in readmis-
sions.

Also, in the area, you have put forth this program to deal with
the medical errors and falls and accidents, again, sponsored by a—
participated in by a small group of hospitals. Now, almost all of the
hospitals in the area have joined because of the dramatic savings.

Just in respiratory complications, in terms of keeping the bed
properly elevated, dramatically dropping. Pneumonias and com-
plications and deaths from pneumonias, the trips and falls—dra-
matically reducing the number of falls, which end up in broken
hips and bones and, in some case, death.

So we see this joining and this rush into this process in terms
of trying to develop better practices for patient care and cost in
terms of taxpayers or families who are paying these premiums. So
I, really, welcome what is taking place here.

I put an amendment in the bill before Medicare had to pay cer-
tain providers within 30 days. I think that probably came to us by
all the people that sell things to Medicare; they insisted they be
paid in 30 days. And what we saw in some regions of the country,
you had people who were billing Medicare off of fraudulently ob-
tained lists and we were paying them within 30 days. And we
didn’t even know who the hell they were.
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I put in that you had to time to do due diligence—who is this
person and are they really selling wheelchairs to people who need
them or walkers to people who need them or what have you—and,
of course, it turns out—and you have recovered, not just because
of my amendment, but you have forestalled the payment of people
and recovered almost $4 billion, which, I think, is a record in the
Medicare program.

I think we got a long ways to go but I am certainly encouraged
by the trend line that we have seen over the last couple of years.
And I have used up almost all your time but I think he is going
to let you have a little bit more.

[Laughter.]

He is nicer to the witnesses than he is to us so——

Chairman KLINE. Did you have a question?

Mr. MILLER. Yes, I would like a response——

Secretary SEBELIUS. Well

Mr. MILLER [continuing]. On the fact that people are joining
these accountable care and trying to initiate Accountable Care Or-
ganizations all across the country. But, certainly, dynamically, in
California.

Secretary SEBELIUS. Well, I think you raised two aspects of the
bill which aren’t focused on as much, I think, as some of the insur-
ance issues. One is the whole delivery system changes and the en-
couragement to use the best practices and, actually, try and take
them to scale around the country.

So the Partnership for Patients, which is, kind of, the umbrella
title for two efforts that are underway right now: reducing the
number of preventable readmissions by about 20 percent and re-
ducing the number of hospital-required infections and errors by 40
percent. Those two efforts over the next 5 years not only save lives
but reduce health costs dramatically.

We already have over 3,500 hospitals who are participating in
those two efforts around the country, as well as doctor’s groups and
employer groups and others, who are really excited about this
focus. And this affects everybody, regardless of what kind of insur-
ance you have. If you are in the hospital, 100,000 people a year die
from what happens to them in the hospital; not what brought them
to the hospital but what occurs while they are there.

So lowering hospital-acquired infections and preventing by wrap-
around care, bundled care, coordinated care—people from having to
cycle back into the hospital is good news, lower rates, lower costs
and more patient care.

And, Mr. Chairman, you also—I mean, Congressman Miller, you
also mentioned the issue around the improper payments and our
tools, now, to really look at what is happening in the fraud scene.
We have a whole new predictive modeling technology built—the
kind of technology that has been in the private sector for a very
long time but missing from the public sector, which allows us not
only to calibrate risk, but really watch what is happening.

We have re-credentialed providers in the most likely areas for
fraud; durable medical equipment, home health services. We are
really watching billings very carefully and that has allowed us to
be much more timely not only in stopping payments from going out
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the door so we don’t do the old pay and chase, but actually dis-
continuing fraudulent providers from ever billing Medicare again.

So it is a system that should have been in place a long time ago;
it is now built and up and running. And I think it is going to yield
huge results in the long term.

Chairman KLINE. Thank you, Madam Secretary.

The gentleman’s time has expired.

Mrs. Biggert?

Mrs. BIGGERT. Thank you, Mr. Chairman.

Madam Secretary, many, many years ago I volunteered in Chi-
cago on the Head Start program. It was the first year that it was
in existence so it was a—and so I have always had a soft spot for
Head Start. And I think that it has been a really good program.

And I know that there has been problems with it and, recently,
the Inspector General’s Office audited several of the Head Start fa-
cilities, resulting in a report that there are numerous violations of
the Health and Safety requirement. In one case there were toxic
chemicals that were found within reach of children. Another there
was a machete; I don’t know what a machete was doing there but
it was found on the stairway near the children’s play area.

Why are there these problems not complying with the health and
safety within the Head Start Program?

Secretary SEBELIUS. Well, Congresswoman, I can assure you that
we take the health and safety of the children in Head Start Pro-
grams or our childcare programs, or any place across the country,
very seriously. There are thousands of Head Start Programs oper-
ating. As I say, some are enormously high-quality; others are not
serving our children as well as they could, which is one of the rea-
sons for the re-compete this year, for unannounced visits that we
are making as a result of some of the issues GAO had found, pro-
grams not operating as well as they could.

We have made about 172 unannounced visits at Head Start cen-
ters to really be able to monitor more closely what is going on a
regular basis with these variety of sites. We have instituted new
training guidelines, new updated rules and regs. So we are trying
to identify issues that either would cause children to be in unsafe
conditions or, certainly, to be in conditions where they are not
being well prepared for a rigorous school curriculum, and move to
correct those along the way.

Mrs. BIGGERT. Thank you. Then, another issue—the diesel indus-
try is responsible for thousands of jobs and is represented in my
district. Are you concerned that incomplete information sur-
rounding the diesel exhaust in miner’s study could unfairly harm
this important industry?

Secretary SEBELIUS. Well, I share your concern about jobs in any
industry. And, as you know, there has been an 18-year study on
diesel exhaust and the impact on miners, to evaluate lung cancer
from diesel. We have in an unusual situation in this study, where
there has been a court intervention that allowed certain, publically
released, information to only be released after it was submitted to
Congress and reviewed.

We have complied with all of that information. So the studies are
finally being published—peer review studies and journals. But, I
think, the scope of this study is pretty extraordinary in terms of
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the length of time that they followed and the peer reviewers are
looking at the scientific data and reviewing that data. So I think
that people will be able to make a judgment based on the publica-
tion of the data and look at what the science has found over that
18-year period of time.

Mrs. BiGGERT. Well, I hope that there will be the full trans-
parency—I yield back, Mr. Chairman.

Chairman KLINE. Thank the gentlelady.

Mr. Kildee?

Mr. KiLDEE. Thank you, Mr. Chairman and Madam Secretary.
As you both know, one of the strengths of Head Start is the close
involvement of parents to the program to ensure that they have the
tools they need to be their child’s first and best teacher.

Can you tell the committee the current status of family literacy
training and technical assistance, as required by the Head Start
Act? What the department and the Office of Head Start are doing
to promote and support family literacy, in the context of Head
Start, so that multiple generations might benefit in the years to
come.

Secretary SEBELIUS. Well, Congressman, I think there is no ques-
tion that the involvement of family in their child’s earliest, outside
the home, educational opportunities has been, as you said, one of
the real strengths of Head Start from the outset. And we are, cer-
tainly, proceeding in the family literacy program and involving
family members.

And I would tell you that, for the first time ever in a lot of the
other early learning settings, there has been an incorporation of
some of the hallmarks of the family involvement from Head Start
into those programs. So we have been working closely with the De-
partment of Education around everything from the race to the top
for early learning challenges to looking at guidelines across the
way.

And, I think, there is a recognition that a curriculum for young
learners is important to acquire the skills for school readiness but
so are social, emotional, family skills, so is health care. And that,
for the first time, is being incorporated across the board, regardless
of the setting where the child would be involved.

So I would say that not only is family involvement incredibly im-
portant in the Head Start Program, but it is beginning to be very
recognized in all of the early childhood programs, whether they are
run by the Department of Education or in a childcare setting or in
a Head Start setting.

Mr. KiLDEE. Thank you, Madam Secretary. Another interest of
mine—I was pleased to see that the fiscal year 2013 budget in-
cluded an increase of $116 million for the Indian Health Services,
to improve health outcomes of American Indian communities. What
steps has your department taken to implement the Indian Health
Care Improvement Reauthorization and Dissention Act that was
included in the health care reform law?

Secretary SEBELIUS. Well, Congressman, I know this is a strong
priority of yours and one that we have taken very seriously in this
Administration. The health gaps between the first Americans and
the rest of the population are still staggeringly bad and we have
focused additional resources, time and attention—and, I think, Dr.



20

Fmébideaux heading the Indian Health Service has been a terrific
eader.

We are now making investments in the contract service area. We
have new health care facilities coming on line, and staffing coming
on line, with the health services. We are continuing with some fa-
cilities construction, including an IHS facility, which comes on line
this summer in Barrow, Alaska. We are doing active budget con-
sultations and very much involved in the Indian Health Improve-
ment Act.

It has been the involvement of tribal leaders, as we begin to im-
plement the Affordable Care Act, because there are a number of
tribal members who live on Indian land and use, and access, the
Indian Health Services facilities. But there are lots of first Ameri-
cans who live in urban settings, and live all over the country, who
are eager to take advantage of the advantages of the Affordable
Care Act that they have coming on-line.

So we are working actively on everything from diabetes control,
focus on suicide prevention, which is a huge issue in Indian coun-
try, new facilities, new contract services. And, as you say, this Ad-
ministration has made an historic investment in the budget for the
Indian Health Service.

Mr. KiLDEE. Thank you, Madam Chair, and I appreciate your
commitment.

Chairman KLINE. Thank the gentleman.

Dr. Foxx?

Ms. Foxx. Thank you, Mr. Chairman.

Thank you, Madam Secretary, for the morning here today. Good
morning. Madam Secretary, in February, you testified before the
Ways and Means Committee about the Class Act. And you told
Congressman Boustany that you had “no idea”, quote—“whether
HHS secretly negotiated changes to the Class Act in early 2010, be-
cause there was certainly nobody from our department involved.”

But, then, when the department’s report on the Class Act came
out, it admitted that there were backroom negotiations with the ad-
vocacy groups to try to make the Class Act solvent. Could you tell
me and this committee why you stated that the department was
not involved in the backroom negotiations on Class, when your own
department’s report admitted those negotiations took place? I as-
sume you weren’t deliberately trying to mislead the Congress.

Secretary SEBELIUS. Congresswoman, I never misled the Con-
gress at all. The question dealt with—were there secret negotia-
tions during the passage of the Affordable Care Act that involved
Class. And my answer is absolutely accurate.

We were charged, as you know, in the Affordable Care Act, with
setting up a program that would have provided much-needed serv-
ices and supports for those individuals who wanted to set aside a
portion in their income and provide their own payment for home-
based care. We were also charged with not beginning that program
unless it was possible to certify to Congress that the program
would be solvent for 75 years.

During the course of the time between the time that the Class
Act was passed and the time that we announced that we could not
make that certification, there were numerous negotiations with all
kinds of stakeholders, not just advocacy groups but insurers and
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actuaries, looking at all sorts of modeling possibilities for whether
or not there was a scenario under which we had both a legal au-
thority and could justify the financing that would, indeed, allow
this program to be up and running.

They were fully reported to the committee when those studies
were concluded. We did not make reports before the studies were
concluded because, frankly, we didn’t know what the conclusions
were. I think they’re very transparent, very above board. And, at
the end of the day, without major legislative changes what we con-
cluded was that the program designed to help people who wanted
to stay in their own homes and provide their own care services out
of a stream of income, was not able to be either certified as solvent
or if, indeed, the premiums were high enough to make the program
solvent, it wouldn’t serve the people it was designed to serve.

So that is the report I made to Congress; it is the report I made
to the President. And I don’t think there is anything inconsistent
about either of those statements.

Ms. Foxx. Well, I also understand that Congressman Boustany
sent you a letter, which I am going to make a part of the record
here, asking for a correction of the record of those statements and
that you have not yet replied. It appears that you have a pattern,
is this—as the Chairman said in his opening comments; it has
taken us 10 months to get an answer from your department on in-
formation.

What do you see as the responsibility of the Executive Branch to
respond to members of Congress? And what do you think is a rea-
sonable time, given the huge bureaucracy that you have here, to
submit answers to questions that are given to you on things that
should be readily available?

Secretary SEBELIUS. Well, Congresswoman, we make every effort
to respond in a fashion and, also, to gather the information re-
quested. It probably doesn’t come as a big surprise that we get
hundreds and hundreds of requests, often for thousands of pages
of documents, and we have a lot of staff who do nothing else but
gather documents, look at documents, try and be responsive.

So we are on a full-time, 24/7, trying to be responsive as ques-
tions come in the door. And make sure that the answers that we
get you are accurate information. And we will continue to do that.

Ms. Foxx. Thank you, Mr. Chairman.

Chairman KLINE. Thank the gentlelady.

I understand she was requesting to enter Dr. Boustany’s letter
for the record.

[The information follows:]
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AYS AND MEANS

Congress of the Unitelr States
Thouse of Representatives
Waghingten, BE 205150304

LAKE GHAR 10T DFFICE

March 6, 2012

The Honorable Kathleen Sebelius

Secretary

U.S. Department of Health & Human Services
200 [ndependence Ave., S.W.

Washington, DC 20201-0007

Dear Secretary Sebelius:

T write to follow up on our dialogue at last Tuesday’s House Ways and Means Committee
hearing regarding your Department’s role in the CLASS program. When [ asked you about
quotes in a journal article suggesting your Department secretly negotiated changes to CLASS in
early 2010, you gave the following response:

“1 have no idea who was in the backroom with whom, and making deals, because that
was certainly nobody from our Department.™

However, your testimony appears 1o directly contradict your own Department’s report on the
CLASS program. Specifically, Appendix H from that report includes various options examined
by your Department to make CLASS solvent. One option on pages 10 and 11 of that appendix,
entitled “Employment Earnings Amount,” notes that a $9,000 per year income threshold for
CLASS eligibility “will be consistent with what was negotiated with most of the advocacy
organizations that lobbied for CLASS during the disc ative fixes (though the fixes
were not included in the final bil}}.” Further in that section, the same document notes that a
$15,000 annual income threshold would be “a ‘new’ number that is higher than the $9.000 that
was negotiated with the advocates and the Senate.”

The CLASS report makes clear individuals from within the Administration negotiated
“legislative fixes” to CLASS before the Jaw was enacted, despite the fact those changes were
never incorporated into the final law. Thesc statements arc entirely consistent with Howard
Gleckman’s article in the December 2011 issue of Health Affairs, in which Mr. Gleckman
writes: “the Obama Administration quietly negotiated a series of legislative fixes to the
law...aimed at maintaining the long-run stability of CLASS.”

1 am greatly concerned by the yawning gap between vour testimony last Tuesday and the report
your Departiment previously released. At best it suggests your lack of familiarity with the details
of your Department’s operations - a troubling sign, given your integral role in implementing the
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President’s 2700-page health care law. At worst it is indicative of a distinct lack of candor, and
potentially a desire to mislead Congress.

Therefore, in order to set the record straight, I hope you can answer the following questions:

1.

Do you stand by your testimony of February 28, 2012, that no one — not a single person —
from within your Department was involved in negotiations regarding a package of
legislative changes to the CLASS program with outside advocacy groups, Congressional
staff, or both?

. If yes, why does Appendix H in the CLASS report specifically reference Administration

negotiations “with most of the advocacy organizations™ in an attempt to change the
CLASS program before the health care bill was signed into law?

. If your Department did not negotiate legislative changes with advocacy organizations and

the Senate, who in the Administration did?

. Why are these negotiations the Administration undertook regarding CLASS not

mentioned at all in any of the CLASS-related documents that have thus far been provided
to Congress?

. Where are the documents germane to these secret negotiations the Administration

undertook regarding the CLASS p

. In an internal document dated January 4, 2010, your Department noted that “it is possible

the authority in the bill to medify premiums will not be sufficient to ensure the program
is sustainable.” When it became clear that the package of negotiated ct to CLASS
would not be included in the final version of the health legislation, why did you and your
Department not raise these significant concerns about CLASS’ solvency publicly before
Congress voted to enact the legislation?

. Was anyone within your Department, or anyone within the Administration, instructed not

to provide information to Congress about the serious solvency concerns the
Administration recognized in its January 4, 2010 internal memo?

As I mentioned during last Tuesday’s hearing, I find your Department’s responses to our prior
inquiries disconcerting. That someone within the Administration negotiated a secret package of
changes to the CLASS program before the health care law was enacted shows the Administration
knew all along this program was unsustainable. That the Administration chooses not to release
the documents surrounding those negotiations makes me question whether there was a deliberate
“conspiracy of silence” regarding CLASS, whereby HHS staff and/or outside advocacy groups
were instructed not to reveal the near certainty that CLASS would prove unsustainable, for fear
that doing so would jeopardize passage of the entire health care law.

Tt is critical that the record be set straight as soon as possible, and that the documents my
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colleagues and I {irst requested nearly one year ago finally be transmitted at the first possible
instance. Therefore, I ask vou provide a response to my questions, along with ALL appropriate
documentation, within two weeks.

1f you have any questions, feel free to contact Mike Thompson of my staff at (202) 225-2031.
Thank you in advance for your time, and I look forward to hearing from you shortly.

Sincerely,

P

Charles W. Boustany, Jr.#M.D.
Member of Congress

Chairman KLINE. Without objection, we will do that.

Mr. Scott?

Mr. Scort. Thank you, Mr. Chairman.

Thank you, Madam Secretary. Madam Secretary, in the Chair-
man’s opening remarks, he talked about the effect that the ACA
has on small businesses and suggested that there would be a dev-
astating impact on small businesses when it comes into effect. I
thought small businesses were exempt from the mandates, is that
right?

Secretary SEBELIUS. Yes, Congressman, certainly businesses
under 50 have no employer responsibility under the Affordable
Care Act but they are eligible for tax credits. So they are—many
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small business owners are taking advantage of the tax credits,
which allow them to pay for employee-based health care.

Mr. ScoTT. So, let us slow up a minute—first of all, they are ex-
empt. But if they voluntarily elect to provide insurance, there are
tax credits that they would not be eligible for, but for the ACA, is
that right?

Secretary SEBELIUS. There not only are tax credits but, in 2014,
when the new exchange markets are up and running, the estimate
is that small business owners will be one of the major beneficiaries,
given the fact that right now they are often paying 15 to 18 percent
more in the private market for health insurance plans because they
don’t have the large numbers to negotiate rates.

They will be able to pick and choose out of a plan that puts them
in a much larger pool, without having to change anything.

Mr. ScOTT. And, so, they are exempt. And, if they provide insur-
ance, they have got tax credits. And, if they provide insurance, they
will be able to get it at a cheaper rate because they will be in a—
get the big group markets rather than the small business rate.
And, if they elect not to provide insurance because they are ex-
empt, would they have access to insurance that they would not
have, since their employer doesn’t provide it?

Secretary SEBELIUS. Well, currently, as you know, Congressman,
if an employer chooses not to provide coverage for employees, em-
ployees are, pretty much, on their own; they and their families are
shopping in the individual market, the——

Mr. Scort. That is today?

Secretary SEBELIUS. That is today. In the future, after 2014,
those employees would be eligible, again, to participate in an ex-
change marketplace, be part of a larger pool, no pre-existing condi-
tion limitations, able to take advantage of tax credits, depending on
their income, to pay a portion of their health plan. Right now,
those employees are paying 100 percent out-of-pocket, which is
often why a lot of working Americans have no coverage at all.

Mr. ScoTT. So you disagree with the idea that this is bad for
small business and would, instead, say this is actually good for
small business?

Secretary SEBELIUS. Well, I think, that at least the—I have an
opportunity to visit with small business owners around the coun-
try. And what I hear from them is that having health insurance
is often one of the best ways to recruit and retain high-quality em-
ployees. And that, time and time again, they lose those employees
to either larger competitors or folks who can afford a better plan
and a better package.

And I would say that the small business market has disinte-
grated and not because of the Affordable Care Act. But it is on a
death spiral; more and more small business owners have dropped
coverage as rates have skyrocketed. So that we see this as not only
stabilizing of the market, but giving some advantage to the entre-
preneurs and small business owners who currently are out on their
own trying to negotiate rates.

Mr. ScorT. Thank you. As you know, we are going to consider
the student loan interest rate and there is a proposal to cut preven-
tion funding. Are you familiar with that proposal?

Secretary SEBELIUS. I am.
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Mr. ScoTT. And exactly what would be cut if that offset is the
one chosen?

Secretary SEBELIUS. Well——

Mr. ScOTT. And why is that important? Why is that funding im-
portant?

Secretary SEBELIUS [continuing]. I think that the Prevention
Fund is a long overdue investment in some of the most significant
efforts to keep our country healthy and well. It is a significant pro-
gram to immunize our kids. What we know is that is an invest-
ment that returns about $10.00 for every dollar invested. It is a
public health investment with laboratory capacity at the state and
local level.

We know that public health officials around the country would
be laid off, reduce the availability of mental health and substance
abuse. Some of the efforts around tobacco prevention and cessation,
which can save thousands of lives, would be eliminated and discon-
tinued. And, you know, right now, Congressman, America spends
about eighty cents of every health dollar on dealing with chronic
disease and illness and about eight cents of every health dollar on
any kind of preventive effort.

I think we are a great country. I think we can educate our kids
and invest in health at the same time. And I think failing to invest
in long-term strategies that will lower our health care costs, doom
future generations to paying higher and higher health bills and
getting mediocre results.

Chairman KLINE. The gentleman’s time has expired.

Dr. Roe?

Mr. ROE. Thank the Chairman and thank the Secretary for being
here today.

And I think you and I totally agree that the single biggest issue
preventing people from buying health insurance in this country, or
having health insurance, is cost. I saw it in my practice. And, then,
we had a group of people in our nation that couldn’t afford it be-
cause it cost too much. And that has been a great concern of mine
is that—does this plan reduce the health care cost spending in the
country?

And we have held our Subcommittee on Health, Employment,
Labor and Pensions—has held two subcommittee hearings, one in
Evansville, Indiana and one in Butler, Pennsylvania, just a couple
of months ago. And, let me share with you just some stories that
I heard during these subcommittee hearings. And, really, someone
from the Administration should attend these and listen.

Just last week in my office, a young person, Peter Demos, from
Murphysboro, Tennessee,—has five restaurants in his family and
he has evaluated the Affordable Care Act and the Accountable Af-
fordable Care Act. And he believes he has about 100—150 employ-
ees per restaurant. He is thinking about opening another res-
taurant in Clarksville, Tennessee, where I grew up.

He said because of the cost of this—and he has had it analyzed—
he is not going to open his Clarksville shop until he finds out what
the Supreme Court does. And he has two restaurants that are mar-
ginal; sometimes they make a little money, sometimes they don’t.
But the others have supported his business. He is going to close
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those two restaurants. So we are looking at three to four hundred
jobs with one person that is going to go away.

Another THOP owner in Evansville—he had 12 shops, 800 em-
ployees—“Dr. Roe,” he said, “What do I do here? If I buy the essen-
tial benefits package, of which we don’t know what it is just yet,
and I pay for that for all of my employees, I am upside down
$7,000 per employee. But if I pay the penalty of $200,000, because
I have more than 50 employees, which is not tax-deductible, it costs
me $2,800. In this business,” he said, “I make $3,000 per em-
ployee,” which is pretty good, I think, in that restaurant business,
“it cost me all my profit.”

I didn’t have an answer for him. Do you have an answer for ei-
ther one of these owners? What do they do?

Secretary SEBELIUS. Well, Dr. Roe, I think that there is no ques-
tion that cost has eroded the private health insurance market over
time. What we know is costs are up over the last decade about 115
percent, which is why more and more business owners have
dropped coverage and, particularly, small business owners and in-
digiduals. It is why we have about 50 million uninsured Americans
today.

And those costs continue to skyrocket with——

Mr. ROE. How do you

Secretary SEBELIUS [continuing]. No end in sight.

Mr. ROE. How do you talk to these restaurant owners? We know
all that—what you said are facts, I agree with that. But how do
you—what do you say to these folks that own these—and I could
go on and on with stories that I heard in these hearings that we
held. I didn’t have an answer for them.

Secretary SEBELIUS. Well, I think, first of all, there is not a cost
associated yet with the plans in the new exchanges because they
haven’t been priced and packaged. That is—I don’t know what they
are estimating but there is no costs. There is no——

Mr. ROE. There is a cost but no one has said what it is yet.

Secretary SEBELIUS. Well, we don’t have a cost estimate by the
insurance plans who will be offering these programs. That will be-
come clear as we move forward. But, I think, the estimate is there
is—based on no cost of doing nothing, there are employees right
now who are opting in and out of these programs because of health
insurance benefits that, often, these employers can’t compete with.
There are employees who can’t come to work because they don’t
have access to health care

Mr. ROE [continuing]. I hate to interrupt you, but what do these
folks say?

Secretary SEBELIUS. Those costs are employer

Mr. ROE. Look, I am an employer. I have been an employer for
over 30 years. I understand all that. And that is one of the things
a good health insurance plan allows; people to come into your busi-
ness and retract them and keep them. I certainly understand that
but how do you answer these folk’s questions that are going to
close businesses and close down jobs?

We will go on. The question I have, also, is why do you still think
the majority of Americans oppose the Affordable Care Act? And,
secondly, almost 80 percent oppose the mandate, why do you think
that is?
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Secretary SEBELIUS. I think there are still lots of misconceptions
about what the Affordable Care Act does and doesn’t do that we
are working to correct. I do think for a lot of people they have no
idea what this is; they have health insurance, they are uncertain
about how it is going to impact them and their family, and they
really want to know “what happens to me.”

We have had some considerable success with seniors who were,
frankly, terrified during the course of the debate, told that Medi-
care Advantage plans would be done away with, that their pre-
miums would skyrocket, that they would lose their doctors, that
they couldn’t access hospital; none of that has happened; none of
that is accurate and, in fact, they are beginning to take advantage
of the benefits offered. And that begins to change people’s minds.

So, once people connect with the benefits—I can tell you parents
across this country who have young adults who are on their family
health plan know the benefits of the Affordable Care Act. There are
moms I see every day who have a child born with a pre-existing
health condition, who knows that that child will never be locked
out of the insurance market again. And that has provided peace of
mind to those parents.

So, as people begin to connect with the benefits, we are finding
that their attitudes dramatically change.

Mr. ROE. Mr. Chairman, can I submit some questions to her that
would be——

Chairman KLINE. For the record?

Mr. ROE. Yes, sir, for the record.

Chairman KLINE. Yes, please, that would be fine.

Mr. Tierney?

Mr. TIERNEY. Thank you, Mr. Chairman.

Thank you, Madam Secretary, for being here today.

Secretary SEBELIUS. Good morning.

Mr. TIERNEY. You are painfully aware, I am sure, this is a na-
tional debate that we are having with respect to the budget and
reconciliation measures that are there, surrounded a lot about feel-
ings that, you know, we can still give more money to the wealthy
at the expense of struggling families, children and seniors. And not
ask any in that category of “wealthy” to participate their fair share.

And not look at the whole budget, just look at narrow portions
of it, and not really focus on growth in jobs. And some, you know,
have put forth this concept of subsidiarity or try to rationalize the
Republican budget and some of these reconciliation bills. So I
would like to read a letter into the record, if you will indulge me,
and then ask you some questions about it.

This is a letter from a sizeable number of theologians and reli-
gious scholars who were writing to the budget author for the Re-
publican budget, Mr. Paul Ryan. They are welcoming him to
Georgetown University, appreciating his willingness to talk about
Catholic social teaching policy and dealing with urgent challenges
facing the country.

They cite themselves as members of the academic community at
a catholic university. And they saw his visit, which was on April
26 for election series, as an opportunity to discuss the Catholic so-
cial teaching in a role of public policy because he had talked about
subsidiarity.
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They go on to say, “However, we would be remiss in our duty to
you and our students if we do not challenge your continuing misuse
of Catholic teaching to defend a budget plan that decimates food
programs for struggling families, that radically weakens protec-
tions for the elderly and the sick and gives more tax breaks to the
wealthiest few.”

This United States Conference of Catholic Bishops has wisely
noted, in several letters to Congress, quote—“A just framework for
future budgets cannot rely on disproportionate cuts in essential
services to poor persons.” Catholic bishops recently wrote that the,
open quote—“The House-passed budget resolution fails to meet
these moral criteria.”

In short, the letter says, “your budget”, referring to Mr. Ryan,
“appears to reflect the values of your favorite philosopher, Ayn
Rand, rather than the gospel of Jesus Christ. Her call to selfish-
ness and her antagonism toward religion are antithetical to the
gospel values of compassion and love. Cuts to the anti-hunger pro-
grams have devastating consequences. Last year, one in six Ameri-
cans lived below the official poverty level and over 46 million
Americans, almost half of them children, used food stamps for basic
nutrition.

We also know how cuts in Pell grants will make it difficult for
low income students to pursue their educations at colleges across
the nation, including Georgetown. At a time when charities are
strained to the breaking point and local governments have a hard
time paying for essential services, the Federal government must
not walk away from the most vulnerable. While you offer an appeal
that Catholic teachings subsidiarity as a rationale for cutting gov-
ernment programs, you are profoundly misreading church teaching.

Subsidiarity is not a free pass to dismantle government programs
and abandon the poor to their own devices. This often misused
Catholic principle cuts both ways; it calls for solutions to be en-
acted as close to the level of local communities as possible, but it
also demands that higher levels of government provide health
subsidium, when communities and local governments face problems
beyond their means, to address such an economic crisis—high un-
employment, endemic poverty and hunger.

According to Pope Benedict XVI, subsidiarity must remain closely
linked to the principle of solidarity and vice versa, and it is signed
by almost 90 people that are theologians and people——

So, Madam Secretary, my question for you is—in the budget pro-
posal by the Majority, I think voted on by all of their members,
that would cut $1.5 billion, according to the Office of Management
and Budget, from Head Start. In your estimate, would that cut
60,000 low-income children out of the program next year and
200,000 out of the program by 2014?

Secretary SEBELIUS. Yes, it would, sir.

Mr. TIERNEY. And in childcare, that budget would mean a sub-
stantial cut to childcare assistance for more than 1.8 million, low-
income, working families who depend on it to try to get and keep
jobs. By your estimate, would that be 60,000 families losing assist-
ance next year alone?

Secretary SEBELIUS. I think about 65,000.
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Mr. TIERNEY. And on the Social Service Block Grant, that bill
eliminates funding that would provide services like Meals on
Wheels and childcare to 23 million children and seniors and Ameri-
cans with disabilities, is that your estimate as well?

Secretary SEBELIUS. Yes, sir.

Mr. TIERNEY. You know, the Childcare Tax Credit, which used to
be a bipartisan measure, Republican bill would end the refundable
tax credit for families of 3 million children and increase taxes for
those families by an average of $1,800 a year. By your estimate,
would that tax increase fall on the backs of children from low-in-
come families?

Secretary SEBELIUS. I think that is correct, sir.

Mr. TiERNEY. And the Supplemental Nutrition Assistance Pro-
gram, that bill—the Republican bill, would cut $33 billion from
that program. Would that affect approximately 2 million individ-
uals, disproportionately from working families and seniors?

Secretary SEBELIUS. I would have to defer to Secretary—for those
numbers; that is not in our budget. But that sounds about correct.

Mr. TiERNEY. All right. And, if the health care budget were to be
entirely—the Program B, be entirely repealed, as some propose, 32
fewer million Americans would get health insurance, is that right?

Secretary SEBELIUS. That is correct.

Mr. TIERNEY. And 2.5 million young adults who are now covered
by their parent’s plan would lose that coverage?

Secretary SEBELIUS. Yes, sir.

Mr. TIERNEY. And 105 billion Americans would, once again, be
subject to lifetime limit caps on their health insurance?

Chairman KLINE. The gentleman’s time has expired.

Mr. Walberg?

Mr. WALBERG. Thank you, Mr. Chairman.

And welcome, Madam Secretary. NIOSH and the NCI issued a
press release addressing the results of the Diesel Exhaust and
Miner Study; this study has been very controversial, I think we all
could agree, especially some of its conclusions. I'm going to expand
on what my colleague from Illinois addressed a bit earlier.

This study concluded that diesel exhaust exposure of a surface
mine produced higher risks of adverse health effects than to under-
ground miners, with much higher levels of exposure. It also—and
that is interesting that would be the case above-ground versus un-
derground. It also concluded that heavy smokers, with the highest
diesel exhaust exposures, have a lower risk for lung cancer than
miners who didn’t smoke; another peculiar finding of this study.

This study was also the subject of a 2001 court order that re-
quires the agencies involved to provide all data requested by this
committee. Now, to date, this still hasn’t happened, including re-
quests made by Chairman Kline and myself, on three separate oc-
casions, including at a hearing where you were with us almost a
year ago.

Furthermore, it took you an entire year to just reply, incom-
pletely, to the question that we have asked last year. Now, these
agencies have not provided all of the materials—why, Madam Sec-
retary?

Secretary SEBELIUS. Well, Congressman, NIOSH is in compliance
with both the court order and, my understanding is, what the com-
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mittee has asked for. The underlying data has to be, according to
the court order, submitted to the committee and then can be re-
leased. CDC and NIH will make the data publicly available after
the 90-day review period of the committee is completed, in accord-
ance with the court order.

So we have published the first set of papers, delivered the under-
lying data—we now have, in the committee’s hands—your hands,
the second data request. We cannot make it transparent and public
until the committee’s review is completed.

Mr. WALBERG. Well, I, respectfully, beg to differ with that. As far
as the information we have requested, it has been willfully incom-
plete and inadequate to address the concerns that we, respectfully,
submitted to you. Let me——

Ms. WooLsEY. Will the Gentleman yield to your——

Mr. WALBERG. Briefly, I would yield.

Ms. WOOLSEY [continuing]. Ranking member?

Mr. WALBERG. Briefly, I would yield.

Ms. WOOLSEY. For the record, we do have a letter here that is
dated March 26, from the department, responding to those ques-
tions, that I would like to introduce into the

[The information follows:]
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= . Office of the Assistant Secretary
k Pfé DEPARTMENT OF HEALTH & HUMAN SERVICES tor Legistation

Wasnington, D.C. 20201

March 26. 2012

The Honorable John Kline

Chairman

Committee on Education and the Workforee
LS. House of Representatives

2181 Rayburn House Office Building
Washington. DC 20515

The Honorable Tim Walberg

Chairman

Subcommiitee on Workforce Protections
Committec on Education and the Workforce
LS. Touse of Representatives

hington. DC 20515

Re: Natienal Cancer Institute/National [nstitute of Occupational Safety and Health Study of
Diesel Exhaust Health Effects in Miners

Dear Chairmen Kline and Walberg:

This is in follow-up 10 my December 30 Jetter. As requested by the Commiitiee., enclosed plea
find rescarch data underlying the final three papers involved in the Diesel Exhaust Health E s
in Miners Study (Diesel Study) conducted by the National Cancer Institute (NCI) of the National
Institutes of Health and the National Institute for Occupational Safety and Health (NIOSH) of the
Centers for Discase Control and Prevention. As you know. on December 2. 2011, we provided
ihe Committee with drafis of these papers for a 90 day review period. as required by the
September 14, 2011 order issued by the Fifth Circuit Court of Appeals. The {inal three papers
were published on March 2. after the completion of this review period. Two papers were
published in the Jowrnal of the National Cancer Institute. and one paper was published in the
Annals of Occupational Hvgiene. For your convenience. 1 have enclosed copies of these papers.
As vou know, the publication of these papers is the culmination of a twenty v
examining exposure to diesel engine exhaust in about 12.000 miners. The Diesel Study found an
increased risk for lung cancer death with increasing levels of exposure 1o diesel exhaust
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The Honorable Jobn Kliine
The Honorable Tim Walberg,
Page Two

Consistent with the terms of the Court orders, and to protect the privacy interests of the miners
who agreed to participate in this study., we are providing the data to the Committee in de-
identified form for a 90 day review period. After completion of this review period. NIOSH and
NCT. consistent with standard practices. will make the data set available to all interested
vesearchers pursuant to data use agreements to protect the subjects’ privacy interests,

We appreciate the Commitiee’s efforts to safeguard the data and draft papers that we have
previously provided, and will continue to work with your staff to respond to any additional
guestions you may have.

Sincerely,

AN e
/ﬂ?"i A éy{/'\/“;\

/
/
v .

JimR. }:squca[/

Assistant Seeretary for Legislation

Enclosure

ce: The Honorable George Miller
Ranking Member
Committee on fducation and the Workforce

ce: The Honorable Lyny Woolsey
Ranking Member
Subcommitiee on Workforce Protections
Committee on liducation and the Workforee

Mr. WALBERG. And I re-claim my time—I indicated that we re-
ceived a response but, willfully, inadequate and incomplete. Let me
go on to a next issue, Madam Secretary.

I can’t believe that you believe that it is appropriate for the die-
sel study author to travel to France to request international gov-
ernment organization, in this case IARC, which is International
Agency for Research on Cancer, to issue a finding that diesel ex-
haust should be labeled as a known human carcinogen. Can I as-
sume that to be an accurate understanding, that you wouldn’t be-
lieve this would be appropriate for the author, an author of this
study, to do such a thing?
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Secretary SEBELIUS. Congressman, my understanding is that the
World Health Organization is organizing a meeting in France. The
International Agency on Research on Cancer—I have no prior
knowledge about what is the testimony that will be presented but
I do know that the researchers have been invited. We are very com-
mitted to sharing information and research findings with the World
Health Organization. The United States is a very active member of
that organization so I assume the researchers will participate.

Mr. WALBERG. Recognizing the time here, the concern would be,
for me, that the IARC’s findings trigger automatic U.S. government
regulatory consequences for employers that cost millions of dollars
to comply with. And I find it very unfair that, when those same
regulated entities, like small businesses, don’t have a way to com-
ment on IARC proceedings, that they are, in fact, blocked from par-
ticipating, this is really back-door rulemaking. And can you con-
done the practice

Chairman KLINE [continuing]. I am sorry; the gentleman’s time
has expired.

Secretary SEBELIUS. But, Mr. Chairman, could I respond? Be-
cause what has just been stated is just absolutely not correct.

Chairman KLINE. Please.

Secretary SEBELIUS. There is no international finding that auto-
matically triggers anything. We have the responsibility, under the
Centers for Disease Control and NIH, to produce findings about
likely carcinogens and proven carcinogens. That doesn’t even trig-
ger an automatic finding; that, really, is within another depart-
ment’s jurisdiction. So we do the science, we publish the science.
We have the responsibility for making that available.

There are other agencies, the Environmental Protection Agency
and others, who actually trigger the regulatory responses. And they
are not automatically triggered; they go on that agency’s line-up
list. So I have no idea. The International agency for Research on
Cancer, to my knowledge, Congressman, has no impact, whatso-
ever, on an automatic triggering on anything that would impose
any regulatory requirement

Mr. WALBERG. Mr. Chairman if you might indulge me, I disagree
with that but I am willing to be proven wrong. But we will follow
this up with the Secretary——

Secretary SEBELIUS. I would be happy to.

Chairman KLINE. Thank the gentleman.

Thank you, Madam Secretary.

Mr. Holt?

Mr. HoLt. Thank you, Mr. Chairman.

Thank you, Madam Secretary. It was earlier mentioned by one
of our colleagues that there are so many uncertainties now in the
health care field. I would just comment that the uncertainties that
existed before the Affordable Care Act was passed were even great-
er. I mean, you know, where do 40 million people go for their
health care and how will we redirect health care in America toward
wellness and health outcomes? And how will we handle additional
families trailing into bankruptcy by bad luck of illness or injury?

But two things that were not uncertain before the health care
law was passed was health care costs in America would go up 8
percent a year, or more, and insurance companies would spend a
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smaller and smaller fraction of the premiums that they collect on
actually providing health care. And, with regard to the cost, there
is an article by economist Peter Orszag in Bloomberg, that points
out that health care spending in the past year rose by 4 percent.
Now, that is high but that is half of what it used to be.

And he says that this is not just because of economic reasons but
it is because of structural reasons, with doctors and hospitals cut-
ting back on unnecessary procedures, expanding their use of infor-
mation technology, switching from fee-for-service to compensation,
aimed at maximizing quality of treatment, and so forth. Do you, in
fact, see some changes in health care costs already because of the
Act?

Two other things that I would like to ask you about on this sub-
ject is—the health care law provides assistance to states in doing
rate review. And I am wondering whether State insurance commis-
sioners and others are beginning to use that information. Further,
I would like to ask if you have data that show that this medical
loss ratio of 80 or 85 percent is about right or is this subject to fur-
ther review.

I have other questions but if you could answer those quickly, I
would appreciate it.

Secretary SEBELIUS. Well, Congressman, I can tell you that the
major program that we are in charge of, probably the largest insur-
ance program in the world, Medicare, which has about 49 million
beneficiaries, was on a trend line growing at about 8 percent a
year. And that rate of growth definitely has been slowed in the last
two years.

We are now at about 6.3 percent and the Trustee has certified
the fact that that trend line is largely due to changes in the Afford-
able Care Act. And I think we can monitor that very closely. We
do know that the rate review efforts underway in states around the
country have been very beneficial. Time and time again, not only
have insurance departments taken advantage of the encourage-
ment to use some of the rate review funding to hire additional ac-
tuary staff, go to their legislators to request additional ability.

As a former insurance commissioner, I know how important it is
to have prior approval authority. So a company has to come
through an insurance department process and——

Mr. HoLT. And would you say these will begin to have a——

Secretary SEBELIUS. They are having effects.

Mr. HoLT [continuing]. Noticeable effects?

Secretary SEBELIUS. We are watching rates be reconsidered,
pulled back, reduced in states. And the 80-20 Rule—the medical
loss ratio, I think, we will have pulled that shortly. But we have
been monitoring it closely and beneficiaries will be getting rebate
checks this year from companies who have not spent 80 percent of
their dollars on health care costs.

Mr. HoLT. Let me change to something else. In answer to Mr.
Scott’s question, you talked about the Prevention Fund. It has been
called, by the Speaker, a “slush fund.”

Secretary SEBELIUS. Yes, yes.

Mr. HoLT. Could you specifically say what this means for CDC,
what this means for actual treatment? And, I believe, there is a
particular benefit for women.
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Secretary SEBELIUS. I am sorry, can you——

Mr. HoLT. Prevention Fund.

Secretary SEBELIUS. Certainly. Well, I think, the Prevention
Fund, again, is an enormously important effort that is long over-
due. And you have talked about some of the—we have talked about
some of the programs but, additionally, HIV/AIDS efforts have
been enhanced; the, kind of, community transformation grants,
which are really focused on systematic changes in 61 states and
communities across the country; and a whole series of efforts to ac-
tually enhance critical programs to screen uninsured women for
breast and cervical cancer; and tracking, and prevention of, birth
defects, are part of the Prevention Fund efforts that are making a
big difference.

Chairman KLINE. Thank you, Madam Secretary.

The gentleman’s time has expired.

Dr. DesdJarlais?

Mr. HOLT [continuing]. For the record, if I may?

Chairman KLINE. Yes, certainly.

Mr. HoLT. Thank you.

Mr. DESJARLAIS. Madam Secretary, I really appreciate your
being here today and appreciate this opportunity to speak with you
about some very important issues. I know we have spent a lot of
time, over the past two years, arguing whether or not “Obamacare”
is good, “Obamacare” is bad—you know, whose fault is it that var-
ious provisions aren’t working out the way they are supposed to be.

But what I would really like to discuss with you today, and see
if you would agree on one fact—that Medicare, according to CBO,
Republicans, Democrats, AARP, is going broke in 10 years. Can we
agree on that fact?

Secretary SEBELIUS. The Trustees Report said that the funds will
be exhausted, which means they will only be about 70 percent of
the finances by 2024.

Mr. DEsSJARLAIS. Okay, so you would say 12 years; that is not far
off. We have another looming problem at the end of the year and
that is the SGR, or the “doc fix.” We were looking at a 27 percent
cut in pay to physicians.

And I know, in my district, there are already concerns among
seniors that it is getting more and more difficult to find access to
physicians. And, in your opinion, what do you think will happen if
that 27 percent cut is put in place next January?

Secretary SEBELIUS. Unfortunately, Congressman, those numbers
are a little low too; it is a 31 percent pay cut. And I think it would
be enormously devastating to Medicare beneficiaries, who would
lose their doctors, which is why the President has called for, every
year, a permanent, long-term, fix to the SGR and would love to
work with Congress to do just that, as opposed to kicking this
can——

Mr. DESJARLAIS. Okay.

Secretary SEBELIUS [continuing]. Two inches down the road.

Mr. DESJARLAIS. And it would cost about $300 billion to just
bring us back to even from the plan’s implementation back in 1997,
is that right? We are about $300 in the hole?

Secretary SEBELIUS. Yes
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Mr. DESJARLAIS [continuing]. Okay, so we have got to come up
with $300 just to pay for the past decade-plus. So, moving forward,
not making that cut is going to be very expensive. We have got,
about, a $500 billion cut to Medicare in the form of the IPAP. We
are rapidly not looking very efficient and, yet, we have this huge,
looming problem of, you know, 10,000 new Medicare recipients en-
tering the program every day.

I am talking with you today because we need to solve this prob-
lem. It doesn’t matter which side of the aisle you sit on, we all have
parents, grandparents, maybe we are of Medicare age ourselves. So
you said the President wants to work on an SGR fix. I would be
happy to work with you. Our doctor’s caucus would be happy to
work with you.

We have got to solve this problem because these numbers are
hard to even comprehend. And I just wondered what ideas you
might have for us.

Secretary SEBELIUS. Well, Congressman, I think that that would
be encouraging. I think that, as you know, the SGR well pre-dates
any discussion in 2010 and 2009 about an Affordable Care Act. It
has nothing to do with it. It is based on the Balanced Budget Act.
And, I think, fixing that in the long-term, looking at new ways to
actually pay docs, is an important thing going forward.

I would also just suggest that the $500 billion is not a cut to
Medicare; it is an estimated slowdown in the growth rate, which
we are seeing right now. That is where the $500 billion comes
from. So Medicare costs will continue to rise, largely, as you say,
because we have the beginning of the “baby boomers” coming into
Medicare, more beneficiaries than ever.

Mr. DESJARLAITS. Okay, let us shift just for a minute because, you
know, we are obviously not going to solve that problem. To the
issue of employers dumping their employees into the insurance ex-
changes. I have visited with several businesses in my district and
I will just give a quick example of Belmont Industries—has about
6,000 employees so they would fall into the $3,000 penalty.

Right now, they pay about $12,000, per employee, for their
health care benefits. So they would, literally, save about $9,000,
per employee, and $34 million. You know, clearly, they would be
rewarded for dumping these employers—or these employees into
the exchange. What—what do you think the impact is going to be
as we see this trend moving forward?

Secretary SEBELIUS. Well, again, Congressman, the only real-life
example that we have to look at has been the Massachusetts exam-
ple, where the exchange program, the employer penalty and the
subsidy, has provided a template for the Affordable Care Act. What
happened in Massachusetts is more employers actually offer cov-
erage today than did when the exchange started. They have not
dumped employees. They have similar incentives in place.

If one would speculate—we have a totally, as you know right
now, voluntary market, where insurers—I mean, employers volun-
tarily are participating in an increasingly expensive and hard to
predict insurance market. My sense is, based on the real-life model
that is up and running, based on conversations with employers as
we move along, that these same kind of incentives, keeping, retain-
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ing good employees around health care, will be in place in the fu-
ture.

And that employers will, actually, have an incentive to come
back in the market because there will be a larger pool, no pre-exist-
ing conditions, they won’t be penalized for being small employers,
and they will have market rates that they can control.

Chairman KLINE. The gentleman’s time has expired.

Ms. Fudge?

Ms. FUDGE. Thank you, Mr. Chairman.

And, thank you very much, Madam Secretary, for being here and
to continue to show your knowledge of the Affordable Care Act and
why it was so important that this Congress passed it. I, certainly,
am concerned, though, about the recent reductions to Medicare
payments and the effect that they will have on safety net hospitals,
in particular. And the people that are served by safety net hos-
pitals, of which, certainly, I have two, fairly large, ones in my dis-
trict.

The Middle Class Tax Relief and Job Creation Act was the latest
piece of legislation to make it to the President’s desk with signifi-
cant reductions in Medicare payments for hospitals. And then there
is the cut proposed in the President’s budget, where the Adminis-
tration proposes to reduce bad debt payment to 25 percent of the
current 70 percent for all—from the current 70 percent for all eligi-
ble providers, including safety net hospitals.

And this is done in order to save some $36 million over the next
10 years. The Medicare payment cuts included in the Payroll Tax
bill and the payment cuts proposed in the President’s budget, come
on top of the sequester, where hospitals will see a 2 percent cut in
their Medicare reimbursement for the next nine years.

Safety net hospitals serve as America’s first line of defense for
treating low-income and uninsured patients. Without a doubt,
these cuts will adversely affect already financially weak safety net
hospitals and the people they serve. Metro Health, which is in my
district, is a safety net hospital that needs our support and not
cuts.

So my question is—why does it seem as though the Administra-
tion and this Congre