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Fiscal Footnote: Big Senate Gift to Drug 
Maker
By ERIC LIPTON and KEVIN SACK
W ASH INGTON — Just two weeks after pleading guilty in a m ajor federal fraud case, Am gen, 

the world’s largest biotechnology firm , scored a largely unnoticed coup on Capitol H ill: 

Lawm akers inserted a paragraph into the “fiscal cliff”bill that did not m ention the com pany 

by nam e but strongly favored one of its drugs. 

The language buried in Section 632 ofthe law delays a set of M edicareprice restraints on a 

class of drugs that includes Sensipar, a lucrative Am gen pill used by kidney dialysis patients. 

The provision gives Am gen an additional two years to sell Sensipar without governm ent 

controls. The news was so welcom e that the com pany’s chief executive quickly relayed it to 

investm ent analysts. But it is projected to cost M edicare up to $500 m illion over that period. 

Am gen, which has a sm all arm y of74 lobbyists in the capital, was the only com pany to argue 

aggressively for the delay, according to several Congressional aides of both parties. 

Supporters of the delay, prim arily leaders of the Senate Finance Com m ittee who have long 

benefited from  Am gen’s political largess, said it was necessary to allow regulators to prepare 

properly for the pricing change. 

But critics, including several Congressional aides who were stunned to find the m easure in 

the final bill, pointed out that Am gen had already won a previous two-year delay, and they 

depicted a second one as an unnecessary giveaway. 

“That is why we are in the trouble we are in,” said Dennis J. Cotter, a health policy 

researcher who studies the cost and efficacy of dialysis drugs. “Everybody is carving out their 

own turf and getting it protected, and we pass the bill on to the taxpayer.” 

The provision’s inclusion in the legislation to avert the tax increases and spending cuts that 

m ade up the so-called fiscal cliff shows the enduring power of special interests in 

W ashington, even as Congress faces a critical test of its ability to balance the budget. 

Am gen has deep financial and political ties to lawm akers like Senate M inority Leader M itch 

M cConnell, Republican of Kentucky, and Senators M ax Baucus, Dem ocrat of M ontana, and 
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Orrin G. H atch, Republican of Utah, who hold heavy sway over M edicare paym ent policy as 

the leaders of the Finance Com m ittee. 

It also has worked hard to build close ties with the Obam a adm inistration, with its lobbyists 

showing up m ore than a dozen tim es since 2009 on logs of visits to the W hite H ouse, 

although a com pany official said Saturday that it had not appealed to the adm inistration 

during the debate over the fiscal legislation. 

Aides to M r. H atch and M r. Baucus, and a spokeswom an for Am gen, said the delay would 

give the M edicare system  and m edical providers the tim e they needed to accom m odate other 

com plicated changes in how federal reim bursem ents for kidney care were determ ined. 

“Som etim es when you try to do too m uch and too quickly, you screw up,” said Antonia 

Ferrier, a spokeswom an for M r. H atch. The goal, an Am gen spokeswom an said in a written 

statem ent, is “to ensure that quality of care is not com prom ised for dialysis patients.” 

But the m easure runs counter to a five-year effort in W ashington to control the enorm ous 

expense of dialysis for the M edicare program  by reversing incentives to overprescribe 

m edication. 

Am gen’s success also shows that even a significant federal crim inal investigation m ay pose 

little threat to a com pany’s influence on Capitol H ill. On Dec. 19, as Congressional 

negotiations over the fiscal bill reached a frenzy, Am gen pleaded guilty to m arketing one of 

its anti-anem ia drugs, Aranesp, illegally. It agreed to pay crim inal and civil penalties totaling 

$762 m illion, a record settlem entfor a biotechnology com pany, according to the Justice 

Departm ent. 

Am gen, whose headquarters is near Los Angeles and which had $15.6 billion in revenuein 

2011, has a deep bench of W ashington lobbyists that includes Jeff Forbes, the form er chief of 

staff to M r. Baucus; H unter Bates, the form er chief of staff for M r. M cConnell; and Tony 

Podesta, whose fast-growing lobbying firm  has unusually close ties to the W hite H ouse. 

Am gen’s em ployees and political action com m ittee have distributed nearly $5 m illion in 

contributions to political candidates and com m ittees since 2007, including $67,750 to M r. 

Baucus, the Finance Com m ittee chairm an, and $59,000 to M r. H atch, the com m ittee’s 

ranking Republican. They gave an additional $73,000 to M r. M cConnell, som e of it at a fund

-raising event for him  that it helped sponsor in Decem berwhile the debate over the fiscal 

legislation was under way. M ore than $141,000 has also gone from  Am gen em ployees to 

President Obam a’s cam paigns. 
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W hat distinguishes the com pany’s efforts in W ashington is the diversity and intensity of its 

public policy cam paigns. Am gen and its foundation have directed hundreds of thousands of 

dollars in charitable contributions to influential groups like the Congressional Black Caucus

and to lesser-known groups like the Utah Fam ilies Foundation, which was founded by M r. 

H atch and brings the senator positive coverage in his state’s news m edia. 

Am gen has sent large donations to Glacier PAC, sponsored by M r. Baucus in M ontana, and 

OrrinPAC, a political action com m ittee controlled by M r. H atch in Utah. 

And when M r. H atch faced a rare prim ary challenge last year, a nonprofit group calling itself 

Freedom  Path sponsored advertisem ents in Utah that attacked his opponent, an effort that 

tax records released in Novem ber show was financed in large part by the Pharm aceutical 

Research and M anufacturers of Am erica, a trade group that includes Am gen. 

In som e cases, the com pany’s form er em ployees have found im portant posts inside the 

Capitol. They include Dan Todd, one of M r. H atch’s top Finance Com m ittee staff m em bers 

on health and M edicare policy, who worked as a health policy analyst for Am gen’s 

governm ent affairs office from  2005 to 2009. M r. Todd, who joined M r. H atch’s staff in 

2011, was directly involved in negotiating the dialysis com ponents of the fiscal bill, and he 

m et with “all the stakeholders,” M r. H atch’s spokeswom an said, not disputing when asked 

that this included Am gen lobbyists. 

For years, Am gen used its clout in W ashington to lobby for generous M edicare paym ents for 

its blockbuster drug, Epogen, which fends off anem ia in dialysis patients. 

The M edicare program  covers m ost costs associated with treating severe renal disease, 

regardless of a patient’s age, and the dialysis m arket continues to grow steadily. In 2010, the 

governm ent’s kidney program  was spending $1.9 billion on injectable anti-anem ia drugs like 

Epogen. 

But nearly a decade ago, evidence started to surface that questioned the effectiveness and 

safety of Epogen at the levels being used. 

Researchers found that M edicare’s practice of reim bursing providers with separate 

paym ents for the drugs and for dialysis treatm ents encouraged overprescription because the 

providers m ade healthy profits with each dose. They also found that high doses posed

cardiovascular risks to patients. 

Congress reversed the incentive in 2008 by requiring M edicare to pay a single, bundled rate 

for a dialysis treatm ent and related m edications starting in 2011. W ith providers potentially 
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profiting m ore by prescribing less Epogen, use of dialysis drugs dropped by nearly 25 

percent. 

But the blow was softened for Am gen and other kidney care com panies with a few favors 

from  Congress. Am ong them  was a two-year delay in the inclusion of certain oral drugs, 

Sensipar am ong them , in the new bundled paym ent system . That m eant dem and for 

Sensipar would not decline and Am gen would m aintain control over pricing. 

W ith that two-year exclusion set to expire in 2014, Am gen’s lobbyists began m aking rounds 

again on Capitol H ill last fall. In private m eetings with staff m em bers of the H ouse W ays and 

M eans and Senate Finance Com m ittees, they argued for another two-year delay, several 

Congressional aides said. 

Com m ittee staff m em bers had been m eeting regularly in Room  S-124 of the Capitol to 

negotiate a package of M edicare cuts needed to prevent a large scheduled reduction in 

doctors’ fees. The kidney program  was on the table because a new reportby the Governm ent 

Accountability Office had found that M edicare had overpaid for dialysis by up to $880 

m illion in 2011. 

The discussions about cutting dialysis reim bursem ent began late last fall with little focus on 

a delay for oral drugs, but it was eventually endorsed by leading staff m em bers for M r. 

Baucus and M r. H atch, Congressional aides said. 

Aides to the senators said the delay m ade sense because the Governm ent Accountability 

Office had warned in early 2011that federal regulators should take care in setting 

com pensation levels for the drugs. 

But others on Capitol H ill saw no justification for further delay. 

“It is disappointing,” said a Dem ocratic Congressional aide who declined to be nam ed 

because of the issue’s sensitivity, “since the status quo encourages prescribing of oral drugs 

based on financial incentives rather than on best clinical practices.” 

M r. H atch’s spokeswom an, M s. Ferrier, said the involvem ent of M r. Todd, the form er 

Am gen em ployee, had not been inappropriate and that dozens of staff m em bers on Capitol 

H ill handled m atters that m ight benefit form er em ployers. 

“They have to leave their previous lives behind,” M s. Ferrier said. “And Dan has done just 

that.” 
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After the H ouse was sidelined late in the fiscal negotiations, the Senate gained control of the 

final bill-writing process, and the provision requested by Am gen was inserted into the 

legislation by Senate staff m em bers. 

Aides to M r. Baucus and M r. H atch em phasized that the W hite H ouse and Senate 

leadership, including M r. M cConnell, had the final word on the bill. 

A spokesm an for M r. M cConnell praised the parts of the legislation related to M edicare, 

while a W hite H ouse spokesm an declined to com m ent, saying the m atter was decided by 

players on Capitol H ill. 

M any lobbyists and Congressional aides said they first learned of the language when the final 

bill was posted publicly, only hours before being approved. It called for cutting $4.9 billion 

over 10 years by lowering M edicare paym ents for dialysis, but left hundreds of m illions on 

the table by extending the oral drug delay. 

At this point, opponents had no way to challenge the provision, as there was a single vote on 

the entire fiscal package. M r. Baucus and M r. H atch voted in favor. 

Aides to the senators said som e heavy donors had won and others had lost in the M edicare 

negotiations — proof that the legislative outcom e was based on the m erits. “W hat is the best 

policy for M ontanans and people across the country lies at the heart of every decision 

Chairm an Baucus m akes,” said M eaghan Sm ith, a spokeswom an for M r. Baucus. “It’s as 

sim ple as that.” 

Eric Lipton reported from Washington, and Kevin Sack from Atlanta.
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