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HHS Releases First Budget Justification for AHA 
the Department of Health and Human Services (HHS) released the budget justification for the new Administration for a Healthy America (AHA), giving a more detailed glimpse into the agency’s structure and priorities. HHS requested $20.6 billion in funding from Congress for AHA, $14.1 billion of which are discretionary funds, to promote Americans’ health with a focus on primary care, environmental health, combatting HIV/AIDS, maternal and child health, and the health care workforce. HHS intends to combine several agencies and offices into AHA, including Office of the Assistant Secretary of Health (OASH), Health Resources and Services Administration, Substance Abuse and Mental Health Services Administration, and several centers of the Centers for Disease Control and Prevention. Funding levels were maintained or increased for issue areas like telehealth, Alzheimer’s disease, and childhood lead poisoning, though reporting from Stat News indicates HHS is shifting funding to shorter term pilots and technology tools and away from longer term population health investments. Additionally, a list of over 100 programs were proposed to be eliminated, most of which are primary care or mental and behavioral health programs. While federal and local public health agencies are already experiencing disruptions, the proposed budget must still move through the Congressional budget process, which could result in significant changes. 

White House Memo Targets Fraud, Waste, and Abuse through Medicaid Provider Tax Arrangements 
The White House directed HHS to double-down on Medicaid waste, fraud, and abuse - specifically targeting State-Directed Payments (SDP) that the administration says totaled $110 billion in 2024. The memo argues that under the Biden Administration, some states and providers exploited a Medicaid loophole by imposing taxes on health care providers and immediately returning that money as Medicaid payments. The White House also argues that as a result, many states now reimburse providers at rates nearly three times higher than Medicare. In the memo, President Trump stated that Secretary Kennedy should take appropriate action to eliminate waste including ensuring Medicaid payment rates are not higher than Medicare payments.  

This coincides with the reconciliation process as the Senate continues negotiations on the House’s One Big Beautiful Bill Act, which includes similar restrictions: moratoriums on new or expanded provider taxes, caps on State-Directed Payments, and stricter Medicaid oversight. By signing this memorandum, President Trump is sending a strong message to Republicans in the Senate that changes to Medicaid SDPs are non-negotiable.  

Freedom Caucus Sends Letter to Senate Republicans Calling for Revisions to Reconciliation Bill 
In a letter to Senate Republicans, House Republicans outlined the changes they believe are necessary in the One Big Beautiful Bill Act for it to gain enough support to pass the Republican-led House and be sent to President Trump for his signature. House Republicans proposed several sets of policy options to reform Medicaid and curb abuse in the system. One policy option targets provider taxes, either by eliminating them in expansion states and capping them elsewhere, or by lowering the cap from 6% to 3.5% in expansion states. Another set focuses on FMAP reform, equalizing reimbursement rates between expansion and traditional populations, phasing down the expansion rate over eight years, or grandfathering current enrollees while applying lower rates to new ones. On work requirements, options include aligning them with the requirements for the Supplemental Nutrition Assistance Program (SNAP), removing waivers for high-unemployment areas, and tightening the medically frail exemption. Finally, another policy option outlined by House Republicans would restrict undocumented immigrants’ access Medicaid.  

MACPAC Releases June 2025 Report to Congress 
The Medicaid and CHIP Payment and Access Commission (MACPAC) has released its June 2025 Report to Congress on Medicaid and CHIP. The report highlights issues regarding access to residential and behavioral health treatment services for children, including coverage for beneficiaries under the age of 21. MACPAC emphasizes that limited data regarding suitable facilities hinders access to residential care and emphasizes the need to address barriers along the continuum of care to improve access and availability of appropriate facility services. The report also presents the Commission's findings and analysis on access to Medications for Opioid Use Disorder (MOUD) in Medicaid, specifically highlighting disproportionate underutilization of MOUD among Medicaid enrollees. An overview of the Program of All-Inclusive Care for the Elderly (PACE) is also included in the report, detailing the fully integrated, community-based care model for older adults who require a nursing facility level of care. Finally, the report looks at self-direction for Medicaid Home and Community-Based Services (HCBS), a model through which beneficiaries control aspects of their own care with the support of financial management services. MACPAC details state flexibilities in program design, along with various program limitations that may limit monitoring and oversight efforts.   
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What's on Tap
Senate Republicans face a crucial hurdle this week in their efforts to advance President Trump’s Big Beautiful Bill Act if they hope to keep their self-imposed deadline of July 4th to get the bill to the President’s desk for his signature. The Senate Finance Committee, which has jurisdiction over Medicaid in the Senate, is expected to release its bill text in the coming days. This language is by far the most anticipated item to come out of the Senate, especially after a coalition of GOP Senators have publicly opposed severe cuts to Medicaid. The Senate Finance Committee text is also expected to contain provisions eliminating taxes on tips and overtime, in addition to most of the tax incentive priorities supported by the President. 

Senator Josh Hawley (R-MO) has been the most vocal Republican Senator speaking out against potential Medicaid cuts, which are estimated to be particularly impactful for his constituency and for rural areas throughout the country. The National Rural Health Association (NRHA) recently said that the current reconciliation bill text could force rural hospitals and safety net providers to cut services or close outright. The NRHA added that over 120 rural hospitals have closed their doors or stopped offering inpatient services over the past decade. The current version of the Big Beautiful Bill Act would impose more stringent work requirements, exclude immigrant populations from coverage, and close a provider tax loophole that states used to increase the federal government’s funding contribution. The American Hospital Association (AHA) recently found that the current provisions in the reconciliation text would result in 1.8 million individuals in rural communities losing coverage by 2034, and a $50.4 billion reduction in federal Medicaid spending on rural hospitals over the next decade. 

Gary Andres is expected to be confirmed this week as Assistant Secretary of Health and Human Services (HHS), representing one of the few remaining health leaders still awaiting their final confirmation in the Trump Administration. Andres’ confirmation comes on the heels of continued and substantial restructuring at HHS, spearheaded by Secretary Kennedy who last week dismissed and replaced the entirety of the advisors serving on the Advisory Committee on Immunization Practices (ACIP). The Assistant Secretary nominee is expected to also face sharp backlash from Democrats on the HHS budget that was released a few weeks ago that called for a decrease of $32 billion in funding from the previous fiscal year funding level, in addition to the broad consolidation of various departments and agencies into the Administration for a Healthy America (AHA). 
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