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The Honorable John M. Spratt, Jr.

Chairman

House Budget Committee

The Honorable Paul Ryan

Ranking Member

House Budget Committee

Dear Chairman Spratt and Ranking Member Ryan:

JOE BARTON, TEXAS
RANKING MEMBER

RALPH M HALL, TEXAS

FRED UPTON, MICHIGAN

CLIFF STEARNS, FLORIDA
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STEVE SCALISE, LOUISIANA

Pursuant to clause 4(f) of Rule X of the rules of the House of Representatives, and

section 301(d) of the Congressional Budget Act of 1974, as amended, the Committee on Energy
and Commerce is submitting views and estimates on President Obama’s fiscal year 2010 budget.
It is the custom of this Committee for the majority and minority to transmit separate views and
estimates. These are the views and estimates of the majority.

The fiscal year 2010 budget proposed by President Obama reflects a sound blueprint for
moving forward on the President’s campaign pledge to provide access to high-quality, affordable
health insurance for all Americans, to address the global warming threat, promoting energy
independence, and to undertake other initiatives essential to restoring our economy.

The attached views and estimates are based on the initial budget proposal of the
President, which leaves some detail for the full budget to be presented this spring. In the absence
of more detailed information, the Committee is unable to comment in depth on every aspect of
the budget that comes under the Committee’s jurisdiction. Ilook forward to working with the
Obama Administration in the coming months as we forge policies to achieve universal health
care coverage, a comprehensive plan for carbon emissions reduction and energy sustainability,
and other initiatives critical to the well being of Americans and the American economy.

Sincerely

%Qk Ujm

Henry A. Waxman
Chairman

Attachment
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Views and Estimates on the Fiscal Year 2010 Budget
Committee on Energy and Commerce
United States House of Representatives
Each standing Committee of the House is required by the Congressional Budget Act of
1974 and Rule X, clause 4(f) of the Rules of the House to submit to the Committee on the
Budget its views and estimates on the budget with respect to matters within its jurisdiction or

functions. The following discussion is not exhaustive, but highlights the views on issues
addressed in the President’s fiscal year 2010 budget that are within the Committee’s jurisdiction.

Communications, Technology and the Internet

The budget proposes for matters relating to the use of the electromagnetic spectrum:

(1) Permanent Auction Authority -- To extend permanently the authority of the Federal
Communications Commission (FCC) to auction spectrum licenses. (This authority is
currently set to expire in 2012).

(2) Spectrum License User Fee -- To permit the FCC to impose license fees on spectrum
license holders.

(3) Domestic Satellite Service Spectrum License Auctions -- To require the auction of
spectrum licenses for predominately domestic satellite services such as Direct Broadcast
Satellite and Satellite Digital Audio Radio Services.

As a general rule, all communications policy matters, including rules regarding spectrum
management, are best determined through the normal legislative process. Given the complexity
of the policy issues confronting the communications and technology sector, it is imperative that
the Committee engage in approprlate fact-finding, consultation and analysis before adopting
long-term policies.

The Committee will continue working to ensure that the United States maintains a
comprehensive and forward-looking spectrum management policy that inures to the maximum
benefit of the American public.

Energy and Environment
Climate Revenues

The President is to be commended for including in his budget revenue from the
implementation of a comprehensive climate program that will cap emissions of global warming
pollution. The program is projected to raise $78.6 billion by 2012 and $645.7 billion
cumulatively by 2019. Enacting such legislation this Congress will be critical to reviving the
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flagging economy through clean energy investment, protecting the global environment and the
public health, and increasing our national security by reducing our dependence on oil.
Comprehensive energy and climate legislation will be among the Committee’s top priorities.

Environmental Protection Agency

The President is to be commended for including $10.5 billion for the operations of the
Environmental Protection Agency (EPA). After years of flat and declining budgets, this
proposed increase of 34% will allow the Agency to successfully pursue its mission to protect the
environment and the public health.

The President also is to be commended that $3.9 billion will be directed to the Agency’s
operating budget. After years of declining Justice Department enforcement actions and declining
civil penalties and criminal fines, the Agency should be funded to adequately pursue
enforcement activities against polluters whose disregard for the law threatens the environment
and public health.

The President also is to be commended that the budget proposes to reinstate the
Superfund tax. Reinstating the tax will generate more than $1 billion for cleanup of the nation’s
most polluted sites pursuant to the Comprehensive Environmental Response, Compensation, and
Liability Act (CERCLA).

Department of Energy

The President is to be commended for including $26.3 billion in the budget to support
Department of Energy (DOE) research, development, demonstration, and deployment of clean
energy technologies that reduce global warming emissions. While the nation’s movement
towards a clean energy economy will be spurred by comprehensive climate legislation, DOE’s
ability to innovate and deploy energy efficiency, renewable energy, and other advanced clean
energy systems that will help reduce costs, accelerate timeframes, and provide additional
economic opportunities.

Health
Health Reform

The centerpiece of the President’s fiscal year 2010 budget for health care is his proposal
for comprehensive health reform. The budget does not specify a particular set of policies to
reform the health care system, and it does not identify the cost of reform. Instead, the budget sets
forth eight principles that will guide the President in working with the Congress to develop
reform legislation. These principles are: (1) protect families’ financial health; (2) make health
coverage affordable; (3) aim for universality; (4) provide portability of coverage; (5) guarantee
choice; (6) invest in prevention and wellness; (7) improve patient safety and quality care; and (8)
maintain long-term fiscal sustainability.
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Toward that end, the budget proposes the creation of a “reserve fund” for health care
reform financed by a combination of reductions in spending in existing programs and an increase
in taxes on families with annual incomes over $250,000. The spending reductions would total an
estimated $316 billion over ten years, while the tax increases would yield $318 billion in new
revenues, for a total of $634 billion. The budget acknowledges that this amount is “not sufficient
to fully fund comprehensive reform” and commits the President to working with the Congress to
find additional resources.

Of the $316 billion in spending reductions, $287 billion, or over 90%, are attributable to
changes in Medicare policy. The remaining reductions would occur in the Medicaid program.
The President is to be commended for his goal of improving the effectiveness and efficiency of
the Medicare and Medicaid programs while improving the quality of care received by
beneficiaries. There are a number of ways in which this goal could be achieved. For example,
establishing a workable regulatory pathway for generic versions of biologic drugs would reduce
federal and private sector spending on these drugs over time.

Medicare Advantage

The budget proposes to reform the way in which Medicare Advantage (MA) plans are
paid by using a competitive bidding system to determine the premiums such plans receive from
the government. The estimated savings to Medicare from this reform are $176 billion over ten
years. Currently, MA plans are paid 14% more than it would cost to care for beneficiaries in fee-
for-service (FFS) Medicare, or more than $1,000 per beneficiary per year. Such a payment
differential is both inequitable — because it is an extra subsidy only available to private plans —
and unsustainable, because it costs the federal government many billions of dollars per year
while providing no apparent benefit. The Committee will work with the Administration to
develop a mechanism for reforming the MA payment system to ensure that private plans focus
on geographic areas where they are able to provide Medicare benefits in a manner equally
efficient to that of the Medicare fee-for-service system.

Medicare Physician Payments

The budget proposes to reform the current Medicare payment system to give physicians
incentives to improve quality and efficiency but does not specify the elements of this reform.
Under current law physicians treating Medicare patients will face a 21% reduction in fees in
calendar year 2010 and additional cuts for many years thereafter. If allowed to go into effect,
these cuts will trigger a crisis in the availability of medical services for elderly and disabled
program beneficiaries. Medicare’s physician fee schedule also has a well-documented bias
against primary care services and management activities known to provide the most effective and
efficient kinds of care.

It is important to reform the current payment system while seeking ways to avoid the
reduction in fees in 2010. CBO has estimated the cost of modifying Medicare’s system for
paying for physician services at as much as $200 to $400 billion or more over 10 years,
depending on the design of the alternative payment system. Paying for Medicare physician
payment reforms out of reductions in other Medicare outlays, while simultaneously applying
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reductions in Medicare spending against the cost of comprehensive health reform, as proposed in
the budget, is not feasible.

Medicare and Medicaid Program Integrity

The budget proposes to provide an additional $1.7 billion over the next five years to the
Health Care Fraud and Abuse Control program at the Department of Health and Human Services
(HHS). These additional funds would support a multi-year strategy to reduce the risk of
improper payments in Medicare and Medicaid. The budget estimates that these additional funds
would generate $2.7 billion in program savings over the next five years. It is important to ensure
that taxpayer dollars are spent correctly without imposing unnecessary administrative burdens on
beneficiaries or providers.

Medicare and Medicaid Research

The budget includes an unspecified amount of new funding to broaden the Medicare and
Medicaid research agenda. Medicare and Medicaid demonstrations should be supported to test
ways to increase beneficiary access to higher quality care at lower cost and to improve
beneficiary understanding of benefits and plan choices offered.

Food Safety

The budget provides a substantial increase in resources for the Food and Drug
Administration to strengthen FDA’s efforts to make food and medical products safer. As the
recent peanut product recall illustrates, there are glaring weaknesses in FDA’s ability to ensure
the safety of the nation’s food supply. The President is to be commended for providing
additional resources necessary to increase and improve inspections, domestic surveillance,
laboratory capacity and domestic response to foodborne illness. Further analysis is required to
ensure that the resources available to the FDA will be adequate to ensure a safe food supply.

HIV/AIDS Prevention and Treatment

The budget proposes to increase resources to detect, prevent, and treat HIV/AIDS
domestically, especially in underserved populations, but it does not specify an amount,
emphasizing the importance of these services for underserved populations. The Centers for
Disease Control and Prevention estimates that 56,300 Americans are infected with HIV each year.
One-third of all infections occur among adolescents and young adults, and HIV/AIDS
disproportionately affects racial and ethnic minorities and men who have sex with men. The
President is to be commended for supporting efforts to reduce the burden of HIV/AIDS in the United
States. The Committee will work with the Administration to determine the level of resources needed
to address the epidemic.

Health Disparities

The budget provides resources to reduce health disparities. Disparities in morbidity and
mortality rates between racial and ethnic minorities and whites persist in a number of conditions,
including cancer, hypertension, and diabetes. The Institute of Medicine’s report Unequal
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Treatment concluded that disparities persist in the quality of health care received even after
controlling for access-related factors, such as insurance status and income. The President is to be
commended for proposing funding for initiatives to reduce health disparities.

Rural Health

The budget provides $73 million to strengthen regional and local partnerships among
rural health care providers, expand community-based prevention, and modernize the health care
infrastructure in rural areas. The President is to be commended for supporting efforts to improve
access to health care in rural areas and initiatives to improve the quality of that care.

Access to Health Care for American Indians and Native Alaskans

The budget proposes over $4 billion for the Indian Health Service (IHS) to support and
expand the provision of health care services and public health programs for American Indians
and Alaskan Natives. The IHS, tribal health organizations, and urban Indian health programs
have been chronically underfunded in relation to the health needs of the AI/AN population. The
President is to be commended for proposing additional resources to enable the Indian health
system to address persistent health disparities and to foster healthy Indian communities.

Home Visitation for Low-income First-Time Mothers

The budget provides funds for a new nurse home visitation program, under which states
would furnish home visits by trained nurses to first-time low-income mothers and mothers-to-be.
Evaluations of the prototypes for this program have found a return for each $1 invested of $3 to
$6 in savings resulting from reductions in preterm births and child abuse and neglect. The
President is to be commended for supporting cost-effective initiatives to improve health
outcomes for low-income pregnant women and their children.

Teen Pregnancy Prevention

The budget supports state, community-based, and faith-based efforts to reduce teen
pregnancy using evidence-based models that emphasize abstinence but also provide medically
accurate and age-appropriate information. Funding for evidenced-based strategies to reduce
teen pregnancy is an important investment, particularly at a time when the birth rate among teens
has increased for the first time in 15 years.

Health Professions Workforce

The budget provides $330 million to address the shortage of health care providers in
certain areas. More specifically, the budget (1) expands loan repayment programs for
physicians, nurses, and dentists who will practice in medically underserved areas, (2) enables
nursing schools to increase the number of nurses they train, and (3) allows states to increase
access to oral health care through dental workforce development grants. The President is to be
commended for supporting efforts to address the shortage of primary care and oral health
providers in underserved urban and rural communities.
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Emergency Care Systems

The budget includes funding to enhance emergency care systems. In 2006, the Institute
of Medicine described our nation’s emergency care system as “at the breaking point” because it
is overburdened, underfunded, and highly fragmented. It is important to invest in resources to
reduce emergency room overcrowding, patient boarding, and ambulance diversion, all of which
are inconsistent with quality care and undermine the nation’s capacity to respond to terrorist
events or natural disasters.
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Attached please find the Minority views and estimates of the President’s Fiscal Year

2010 budget from the Committee on Energy and Commerce Republicans.

Sincerely,

Lo

oe Barton
anking Member

House Committee on Energy and Commerce
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Washington, DC 20515
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Introduction

Clause 4(f) of Rule X of the Rules of the House of Representatives for the 111" Congress and
section 301(d) of the Congressional Budget Act of 1974, as amended, require each standing
committee of the House to submit to the Committee on the Budget (1) its views and estimates with
respect to all matters to be set forth in the Concurrent Resolution on the Budget for the ensuing fiscal
year (FY 2010) which are within its jurisdiction or functions, and (2) an estimate of the total amounts
of new budget authority and budget outlays resulting therefrom, to be provided or authorized in all
bills and resolutions within its jurisdiction which it intends to be effective during that fiscal year.

On February 26, 2009, President Obama submitted to Congress his proposed budget for FY
2010 (the President’s budget). The Committee on the Budget has requested that committees submit
their Views and Estimates by March 13, 2009. The following represents the Committee on Energy
and Commerce’s Minority views and estimates on the President’s budget and its requests for
additional budget authority beyond the requests contained therein.

Consumer Protection

Department of Commerce

The President’s budget request for FY 2010 includes $13.8 billion for the Department of
Commerce (Department). The request represents an increase of $4.5 billion over FY 2009 and
includes funding for programs at the Department that attempt to create the conditions for economic
growth and promote U.S. innovation and competitiveness in a global economy. While we support
the Administration’s commitment to these important programs, we remain very concerned about
internal inefficiencies at the Department, and we are committed to addressing any and all duplicative
and wasteful efforts.

The increased funding includes $4 billion for the Bureau of the Census in preparation for the
2010 Census, which isin addition to the $1 billion recently provided by the American Recovery and
Reinvestment Act (Recovery Act). We support the need to provide this important service but have
serious concerns about the additional funding request. We note the additional monies provided by
the Recovery Act and the 2009 omnibus authorization far exceed the increases that were previously
anticipated would be required to conduct a thorough census. There is no transparency or explanation
of how these additional requested funds will be used, nor is there justification for them.

Separately, given the White House’s recent attempt to shift responsibility for some aspects of
the Census from the Department and into the White House, we are extremely troubled by the
potential politicization of the process. The Census is vitally important in understanding the state of
our Nation and in helping to determine how our citizens are represented in Congress. Political
opinions should have no place in this essential process, and we hope that the White House and the
Department avoid even the appearance of this impropriety in conducting the 2010 Census.

The Recovery Act provided $600 million for the construction and maintenance of National
Oceanic and Atmospheric Administration (NOAA) research facilities, vessels, and satellites, as well
as $230 million for habitat restoration, hydrographic services, research, and management operations.
The President’s budget adds over $1.3 billion to fund NOAA’s development and acquisition of vital
weather satellites and climate sensors. While much of this research is warranted and critical, we are

3
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concerned that some of this research may be politicized in the debate over climate change. The
Administration should avoid this, strive for the best science possible, and cut funding for ineffective
research.

With our national debt rapidly increasing, we support every effort to prioritize discretionary
spending and eliminate duplicative or unnecessary funding. Given the fact that the Recovery Act
provided funds for many programs within the Department, it is vitally important that we redouble our
efforts to avoid government waste. We hope that the Administration will continue President Bush’s
use of the Program Assessment Rating Tool to assess effectiveness and to eliminate ineffective,
unnecessary, or duplicative programs and associated funding where appropriate.

National Highway Traffic Safety Administration

The Administration’s budget request for the Department of Transportation lacks any
information regarding the specific amount requested for NHTSA. The omnibus appropriation bill
provided NHTSA with $856 million in budget authority for FY 2009. We withhold our views until
such time as we receive further clarification of the President’s funding request for DOT and NHTSA.

Federal Trade Commission

The President’s budget request contains no information regarding the budget authority for the
commission. However, we note the line item for “Other agencies” requests a total of $19.8 billion,
approximately a 3.7 percent increase over FY 2009. We can only assume this increase is spread
evenly among all agencies that will share in the line item total.

However, the President’s budget also anticipates a decrease in FY 2011 funding for “Other
agencies” by $1 billion to $18.8 billion, at which point it is stepped down further in the subsequent
outyears. We wholeheartedly support efforts to trim government spending, but have no inkling
where the proposed cuts will come. We are skeptical such cuts will be enacted. Rather, it is more
likely that the Democrat-controlled Administration and Congress will increase funding regardless of
need. Therefore, the President’s budget submission in all likelihood underestimates the projected
budget deficit by several billion dollars over the five-year period.

Consumer Product Safety Commission

The Administration’s budget request contains no information regarding the funding level for
the commission. Congress enacted the Consumer Product Safety Improvement Act (CPSIA) in the
110™ Congress to provide the Commission with new tools and authorities to improve product safety.
Section 201 reauthorizes the commission in FY 2010 at $1 18,200,000. Given the additional
workload associated with the new mandates of the CPSIA and other laws (such as the Pool and Spa
Safety Act) and the increase in commissioners and associated staff, we believe it is necessary to
provide an appropriation requisite with the approved authorization.
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Energy

Climate Revenues

The President’s budget assumes revenues from a cap-and-trade scheme designed to curb CO,
emissions. This cap-and-trade plan will increase taxes, raise energy costs for consumers, and kill
American jobs. Studies show that in per-household terms, a family of four can expect to pay as
much as $4,560 in additional taxes in 2015. Moreover, because the President’s cap-and-trade
scheme will hit the coal-dependent South and Midwest much harder than the West Coast and
Northeast, families and workers in the South and Midwest will unfairly subsidize tax cuts for the
West Coast and the Northeast. The President’s cap-and-trade fiasco will regulate economic activity
and personal behavior with the real costs being borne by the already financially-stressed families of
the United States.

Further, it is widely understood that under a cap-and-trade program, firms would pass most of
the costs along to their consumers rather than bearing the costs themselves. Studies of the effects of
Kyoto-like reductions (which would be less stringent than the reductions targets called for by the
President), the cost of home heating oil and natural gas would nearly double, electricity costs would
increase by 73%, and gasoline prices would spike by 60 percent.

Further, the President’s cap-and-trade program would discourage domestic production of oil
and gas, thereby increasing the country’s dependence on foreign oil. Discouraging well-paying oil
and gas jobs in the name of a “green economy” shows lack of foresight in this tough economy.
Further, carbon-intensive industries will endure lost competitiveness, lost jobs and lost investment.
For the United States to charge ahead with the President’s cap-and-trade plan makes no sense from a
competitiveness standpoint if the developing world does not follow suit.

Department of Energy

The Department of Energy budget only allocates enough funding to continue with the
ongoing licensing activities of the planned repository at Yucca Mountain. The budget otherwise
completely halts development of the repository. This is fiscally irresponsible, and it could halt the
development of much-needed new nuclear plants. Electricity customers have paid almost $30 billion
to fund a repository, and yet the Administration refuses to move forward with its development. The
federal government is in breach of agreements to take nuclear waste from civilian generating
facilities — the taxpayers’ liability increases $500 million for every year the opening of a permanent
repository is delayed. Not only will additional delay cost billions of dollars, but new nuclear plants
will be more difficult to develop as long as the eventual waste disposal issue is undecided.

Environmental Protection Agency

The EPA assumes its success with regulating CO, through a cap-and-trade program by
comparing CO, cap and trade to the acid rain program. This comparison is fallacious; the acid rain
program should not be used as a template for CO, regulation. Acid rain is caused by sulfur dioxide
and nitrogen oxide, anthropogenic polluting gases. According to the EPA, the overwhelming

5
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majority of sulfur dioxide and a significant percentage of all nitrogen oxides are point sources from
electric power generation. Carbon dioxide, however, is a naturally-occurring gas that cannot be
eliminated merely by targeting point sources. An acid rain program that targeted a percentage of
point source power plant emissions cannot be compared to an economy-wide cap and trade for an
internationally occurring and migrating gas like CO,. As addressed in the climate revenues section,
the targets chosen by the President and mandated to the EPA are unrealistic and will cause great
damage to an already compromised economy.

Environmental Management
The President’s budget offers platitudes about the need for cleanup, but makes to specific

requests for DOE’s Environmental Management (EM) program. EM manages cleanups of legacy
sites of nuclear weapons production and government nuclear energy research.

Environment

Environmental Protection Agency

The Environmental Protection Agency (EPA) is responsible for the abatement and control of
pollution. Its 2010 budget request includes a substantial increase over the budget requests of the last
eight years—$10.5 billion, which is a 34 percent increase over the budget likely to be enacted for
2009 and includes $3.9 billion for EPA’s operating budget.

We are concerned that President Obama has shifted the focus away from what works in
people’s neighborhoods and reverted to the notion that all wisdom occurs inside the Beltway and
EPA needs to become a regulatory factory rather than assess problems based upon their merits and
sound science. We do not oppose necessary increases in administrative costs or regulations when
appropriate, but when people are losing their jobs and companies are holding the line on spending,
we are troubled that paying for more desks and higher salaries is one of the highlights of this budget
rather that actual public health and environmental improvements. In addition, we recognize the
necessary and important role that is played by the States in administering and enforcing Federal
environmental law, and we urge smarter partnerships which leverage expertise and resources for the
public good.

Safe Drinking Water

The Safe Drinking Water Act (SDWA) Amendments of 1996 authorized a drinking water
state Revolving Loan Fund (DWSRF) program to help public water systems finance infrastructure
projects needed to comply with federal drinking water regulations and to meet the Act's health
objectives. Under the DWSRF, States receive capitalization grants to make loans to public water
systems (privately and publicly owned) for drinking water projects and certain other SDWA
activities. Because Congress wished the DWSRF to be self-sustaining, rather than a bank that
repeatedly needed to be replenished, repayments and interest are recycled back into the program so
the DWSRF generates funding for loans (revolve) even without Federal capitalization.
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After enacting a $2 billion jolt into Safe Drinking Water Act’s Revolving Loan Fund
(DWSRF) under the American Recovery and Reinvestment Act in February 2009 and another $829
million for the DWSREF later that same month — not to mention $145 million in earmarked water
projects, the Obama Administration has proposed $1.5 billion for the DWSRF. Especially in this
tight budget time, we are very concerned about the notion that the DWSRF should not revolve, but
rather serve as a clearinghouse, during a time when many systems do not charge their customers the
true cost of their services. While we are concerned that the DWSRF was never meant to operate this
way, we are interested and will monitor EPA activities with regard to small system customers who
are least likely to afford expensive mandates. )

Many uncertainties remain as to how carbon capture and sequestration (CCS) will affect
groundwater sources. EPA states it continues to make progress on this problem and will process
Underground Injection Control permit applications for experimental CCS sites and evaluate the
results of these pilot programs before commercial CCS can develop. We are very concerned,
however, that EPA has not thought through the liability concerns that attach to potential storage
activities and urge the Agency to sort these matters out promptly.

Brownfields

While we do not see mention of it in the President’s budget, we wish to express our support
for grants and other activities related to brownfields cleanups. This program should be reauthorized,
and we hope the President will show leadership in calling for its unamended reauthorization. We
also support STAG funding out of concern for the need to remediate and redevelop petroleum-
contaminated brownfields and urge EPA to make those cleanups a high priority within its
brownfields program.

Superfund

We are concerned about protecting people through quality cleanups, not merely high numbers
of actions, or promises of new taxes. The Committee’s Republicans recognize the need for the EPA
to continue to expedite and accelerate the pace and progress of cleanups within Superfund and
support appropriate allocation of resources to accomplish this goal. We urge protective and prudent
remedial actions to accomplish Superfund projects rather than shoddy but statistically significant site
cleanups.

While we support funding for Superfund, we recognize that 70 percent of responsible parties
are paying for cleanup at the sites they polluted. As such, we are very concerned about the new $1
billion tax increase that President Obama’s budget unilaterally levies on the petroleum and chemical
industry to build up the Superfund trust fund. The enactment of this tax does not ensure that sites are
cleaned up any faster, but does require innocent companies to pay for the guilty and polluters to pay
twice. Further, we are concerned that the revenues in this fund would be held hostage by the
President and congressional appropriators as convenient way to increase Federal spending.

Congress has never funded the Superfund program without the use of money from the
General Treasury, and we are concerned that a new tax — when the program is spending
approximately 50 cents on the dollar for actual cleanups — will do more to make our standard of
living more expensive and drive jobs overseas than it will to make our communities more livable.
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We believe that public confidence in Superfund is better achieved by focusing less on taxing and

more on reducing administrative and related issues as well as and more on cleaning up toxic waste
sites.

Health Care

Medicare

The President’s budget proposal establishes a $630 billion reserve fund to finance health care
reform. Half of the funds that create this reserve funds are from $316 billion in cuts to Medicare and
Medicaid; the largest part of those cuts are to the Medicare Advantage program. The remaining
balance of the reserve fund is funded through increasing taxes on homeowners. In total, the
President believes even more money will be needed to achieve health reform — he refers to his budget
proposal as a “down payment” to this regard. Overall, the biggest problem with the President’s
budget proposal is that it cuts billions out of the Medicare and Medicaid program, particularly
Medicare Advantage, and imposes taxes on middle-income homeowners to create a “reserve fund”
for health reform without any details about his plan and how the money would be used to achieve
health reform.

With regards to the President’s proposed Medicare cuts, it is unclear to the Committee how
the Administration would achieve such savings. There has been no detail supplied to the Committee
about the policies that would be presented that could result in the projected savings, nor any
information about the Administration’s budget assumptions regarding the savings. The Committee
appreciates that the President has not taken the approach of the Democrat Congress last year to enact
strict draconian cuts to the Medicare Advantage payments rates. Such efforts, as included in the
CHAMP Act, reflected a desire to undermine the entire Medicare Advantage program, which would
have resulted in a loss of access of millions of seniors to their current Medicare Advantage plans.
Rather than cuts, the President’s proposal applies the concept of competitive bidding to Medicare
Advantage plans. The Committee is generally supportive of the concept of competitive bidding as a
market tool that provides transparency and quality, and can result in efficient payment by the
Medicare. However, it is unclear at this time how competitive bidding of Medicare Advantage
would be designed. The Committee is specifically concerned with whether there are robust measure
put in place in a competitive bidding model that would ensure continued access by beneficiaries to
Medicare Advantage plans, particularly in rural areas.

- Inaddition, Congress has overridden the projected Medicare physician fee schedule payment
cut each year for the past several years. In 2010, physicians face a 21 percent reduction in Medicare
fee schedule payments followed by a number of cuts projected for several years. The President’s
budget proposal does not offer any suggestions for addressing this long-term problem in physician
payment. The proposal, does, however, assume over $300 billion into the budget baseline to account
for an anticipated payment fix. Again, there are no details about the anticipated fix and the budget
assumptions used to arrive at this figure. The Committee plans to continue to work to replace the
current payment formula that produces yearly cuts with long-term payment reform that will allow for
more stable and appropriate payments to physicians and address concerns with the growth in
spending in Medicare.
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Medicaid

The Medicaid program is a shared responsibility of Federal and State governments to provide
medical assistance to low-income individuals, including children, the aged blind, and/or disabled,
and people who meet eligibility criteria under the former Aid to Families with Dependent Children
(AFDC) program. Others receive Medicaid through waivers and amended State plans with
somewhat higher income-eligibility limits. Under the Administration’s budget, the Federal share of
Medicaid outlays would be $290 billion in FY 2010. This is an $89 billion (44.3 percent) increase
over FY 2008 spending. Including the State (nonfederal) funding share, the total cost of the
Medicaid program to the American taxpayers is expected to exceed $6.12 trillion over the next 10
years.

We are deeply concerned about the rapid, unsustainable escalation of Medicaid spending
proposed in the Administration’s budget because we know most States simply cannot afford to
sustain this level of growth without significant reductions in spending on education, public safety,
and transportation programs. Despite bipartisan calls for fundamental Medicaid reform from elected
leaders at the State level, the Administration’s budget essentially takes a pass on this issue.

We are concerned about the lack of policy proposals in the Administration’s budget that
would reduce the unsustainable growth rate of Medicaid spending. The Administration’s proposal to
“expand availability of family planning services under Medicaid” would only save $10 million over
the next five years and the proposal to “ensure appropriate Medicaid payments through the use of
National Correct Coding Initiative (NCCI) edits” would only produce $175 million in savings over
the same time period. The only remaining Medicaid-specific proposal is to increase the amount of
Medicaid rebates paid by prescription drug manufacturers. The Administration projects their
proposed rebate increase would generate $8.17 billion in new revenues over the next five years.
While we appreciate the Administration’s attempt to produce a policy proposal that reduces the rate
of Medicaid growth by more than $1 billion, we are concerned that simply increasing the fees
pharmaceutical manufacturers pay in order to participate in the Medicaid program will result in a
cost shift to all other purchasers of pharmaceuticals and in pharmaceutical manufacturers opting to
no longer participate in the Medicaid program, which may result in millions of Medicaid
beneficiaries no longer having access to their prescribed medications.

Food and Drug Administration

We support the President’s request for additional funds to make food and medical products
safer, including the over $1 billion for FDA’s food safety efforts. We believe the additional funds
for food safety are vital to further securing our food supply. We agree that more funds can be
directed towards protecting the safety of our food supply without imposing onerous new taxes on
consumers of food.

The President’s budget also requests that Congress enact legislation that provides for a
pathway for the FDA to approve “generic” biologics. We believe it is important for Congress to
enact legislation to allow a pathway for “follow-on” biologics as long as it is done in a way that
protects public health and innovation.
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National Institutes of Health

The President’s budget for FY 2010 includes $6 billion in spending for cancer research at the
National Institutes of Health. We are pleased at the President’s acknowledgment of the value of
research and particularly the devastating effects of cancer. However, we are concerned about how
this funding will be distributed. It is important that funds go towards advancing medical research
and are prioritized in a manner that furthers scientific goals. The proposed funding increase along
with the additional funds appropriated in this year’s economic stimulus bill must be spent
appropriately on meritorious research projects that will yield true scientific advancement, not on
projects designed to advance a political agenda. We strongly encourage increasing funding of the
Common Fund, which is recognized as a legitimate and worthwhile funding stream to carry on the
trans-NIH research activities at the discretion of the Director.

Telecommunications

The Universal Service Fund and the Anti-Deficiency Act

Legislation signed into law in 2005 exempted the Universal Service Fund (USF) programs
from the application of the Anti-Deficiency Act (ADA) until Dec. 31, 2006. Since then, Congress
has continued to shield the universal service programs from the ADA with aseries of one-year
extensions of the exemption. The most recent extension, signed into law March 11, 2009, as part of
the Omnibus Appropriations Bill, lasts until December 31, 20009.

The universal service programs should not be exempt from the ADA, which helps maintain
fiscal control over spending by requiring government agencies to have funds available before
incurring obligations. This Committee has documented troubling waste, fraud, and abuse in the USF
programs. The Universal Service Fund has ballooned to over $7 billion a year. The increase is due in
large part to rapid growth in the high-cost fund, which has more than tripled to close to $4.5 billion a
year from $1.3 billion in 1997. And when the price tag for universal service goes up, American
consumers bear the burden. Universal service fees have topped 11 percent of the subscriber’s
monthly long-distance bill. Exempting the universal service programs from the ADA can only
exacerbate the problem. The FCC has also said that compliance with the ADA would not be an
obstacle to the continued operation of the fund. We believe that restructuring the Universal Service
Fund, and compliance with the ADA, is crucial to ensuring the future health of these programs.

To that end, the Committee is poised to consider comprehensive USF reform legislation this
Congress. We believe Congress and the Federal Communications Commission (FCC) should
consider various proposals to reform contributions to, and distributions from, the Universal Service
Fund, including the use of reverse auctions. We do not support proposals to simply expand the
Universal Service Fund to include broadband subsidies. The American Recovery and Reinvestment
Act (ARRA) just allocated more than $7 billion for broadband. To issue and invest the money from
the ARRA, and then examine the results, will take at least two years. We should use that time to get
our USF house in order.
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Corporation for Public Broadcasting

The Corporation for Public Broadcasting (CPB) customarily receives an advance
appropriation. We are prepared to consider CPB funding in any reauthorization bill as part of the
Committee’s review of the statutory and programmatic framework for the distribution of funds to
public television stations through the CPB.

Digital Television Transition

By the end of January, 2009, approximately 95 percent of television households were already
prepared for the February 17, 2009, digital television (DTV) transition and more than 11 million
active converter-box coupons were still in circulation, according to data from Nielsen and National
Telecommunications and Information Administration. Democrat leadership nonetheless rushed the
DTV Delay Act through the Senate and House without holding a single hearing or markup on the
legislation in either chamber, and added another $650 million for the transition in the ARRA. We
will use any DTV hearings the Committee holds between now and the June 12, 2009, delayed
transition date to conduct oversight and hopefully minimize the harm and waste caused by the
postponement. There appears to have been little justification for the delay or the expense. For
example:

o The original funding in the legislation can cover the cost of 33.5 million redeemed coupons. As
of January 29, 2009, 21.7 million coupons had been redeemed, leaving enough money for
another 11.8 million.

e Despite the delayed date, approximately one third of the Nation’s nearly 1,800 full-power
broadcast stations transitioned voluntarily February 17, 2009, with little difficulty for television
viewers.

e The $650 million did not become available until March 3, 2009. At that point, only 3.9 percent
of television households—representing less than 4.5 million homes—did not have a digital
television, cable or satellite service, or a converter box. Simply buying a $50 converter box for
each of the remaining homes would have cost $225 million, $425 million less than the money
allocated in the stimulus package.

Spectrum Auction Authority and Spectrum License User Fees

The President’s budget recommends: 1) assessing spectrum license user fees; 2) indefinitely
extending the FCC’s auction authority; and 3) auctioning domestic satellite spectrum. We are
prepared to consider these proposals, but believe that all telecommunications policy matters,
including rules regarding spectrum management, are best determined by the Committee through the
normal legislative process. The telecommunications sector carries with it some of the most complex
technical and public policy questions that Congress confronts. Crafting sound policy in this area
requires a level of expertise that the Committee is best able to provide. Developing a comprehensive
and forward-looking spectrum management policy, of which auctions are an essential component,
will provide maximum benefit to the American public.
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