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OBBA Provisions & 
Federal Regulations

Background
On July 4th, President Trump signed a “reconciliation” bill into law that made 
significant changes to Federal spending policy

• Reconciliation is necessary to pass legislation without any Democrat votes
• Comes with significant process and content restrictions

The core of the bill is an extension and expansion of lower taxes coupled with 
spending reductions to offset the budgetary impacts

Medicaid reductions represent a significant portion of the legislation

• Estimated at $911 billion over ten years
• KFF estimates the Florida share of the cuts will be $14 billion, but potentially as high as $17 billion.
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https://www.kff.org/medicaid/allocating-cbos-estimates-of-federal-medicaid-spending-

reductions-across-the-states-enacted-reconciliation-package/ 
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Key Bill Provisions

• Would drop the limit from 1.07million (indexed to 
inflation) to $1 million flat

Sec.  71108. Revising home equity 
limit for determining eligibility for 
long-term care services under the 

Medicaid program. 

• Limit coverage from current 3-months to 1-month 
prior to application for ACA expansion enrollees; 2-
months for everyone else 

Sec.  71112. Reducing State 
Medicaid Costs (aka Modifying 
retroactive coverage under the 

Medicaid and CHIP)

• Add additional structure and requirements for the 
process to ensure that 1115s do not increase 
Federal Costs

Sec. 71118. Requiring Budget 
Neutrality for Medicaid 

Demonstration Projects Under 
Section 1115
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1115 Budget Neutrality
Basic overview: 1115s cannot cost the federal government more than it would cost without the 
waiver

• Not new requirement, but new ways of enforcement and calculation

New Policies:

• CMS’ Actuarial staff must sign off on the cost neutrality projections using generally accepted actuarial principles
• Previously you would project out costs and then monitor the expenses to ensure that they fell below without-waiver 

projections;
• Now, it will move to a prospective actuarial certification of budget neutrality – ie: not project-and-monitor, but instead 

a full actuarial assessment before approval.
• Limiting what can be counted as a “without waiver” cost – in essence, it’s a more limited scope of what you can count 

towards the baseline that you have to spend less than. HCBS is directly implicated here.
• Shortening the “look back period” 
• requiring a more nuanced analysis of the fiscal impact of each waiver component to be done individually

6
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Sec. 7115 Provider Taxes
Nonexpansion states:

• Provider tax threshold is frozen at whatever 
was in place on the date of enactment of the 
legislation

• States would not be permitted to expand 
taxes to new types of providers or services, 
nor would they be allowed to increase any 
existing tax rates

Expansion states: 

• provider tax threshold is frozen
• the maximum allowable provider tax rate 

slowly decreases on the following schedule:
• 5.5% for Federal fiscal year (FFY) 2028
• 5% for FFY 2029,
• 4.5% for FFY 2030
• 4% for FFY 2031
• 3.5% for FFY 2032 and beyond.

• Nursing facilities and intermediate care 
facilities for individuals with intellectual 
disabilities will not be subject to the lower 
threshold; taxes are frozen

7

Sec. 71116. State Directed Payments

Nonexpansion states:

• Limited to 110 percent of 
the Medicare rate 

• If there is no Medicare rate, 
then 110% of the Medicaid 
State plan rate

Expansion states: 

• Limited to 100 percent of 
the Medicare rate 

• If there is no Medicare rate, 
the Medicaid State plan rate

• January 1, 2028:  SDPs that 
exceed these limits must 
decrease by 10% each year

8
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State Directed Payments
• Released on May 22nd 
• Comments due July 21st

• https://www.federalregister.gov/documents/2026/05/22/2026-10292/medicaid-program-medicaid-managed-care-state-directed-payments-and-
medicaid-fee-for-service-targeted#footnote-9%E2%80%8910-p30401

Proposed regulations

• SDPs -> the state specifically tells managed care plans what to pay in certain circumstances
• Three parts to the rule: 

• SDPs to hospital, nursing facility, and academic medical center practitioner services 
• SDPs to other providers
• FFS “targeted practitioner services”

Applicability:

• Projected savings of $510.1 billion compared to original CBO estimate of $149.4 billion
• Applied to every service in managed care
• Extended to targeted practitioner payments 

Changes appear more aggressive than expected:

• May impact PDN, Personal Care, and other HCBS in instances where the state imposed a uniform increase and/or provides limited availability for 
some providers to qualify

Home Care Implications

9

SEC. 71121. Making Certain Adjustments to Coverage of Home or Community-
Based Services Under Medicaid

• Clinical eligibility for these waivers uses a needs-based 
criteria

• Similar to the eligibility requirements for 1915(i) state 
plan HCBS

Allows states to create a new 
1915(c) waiver, beginning July 1, 
2028, that serves individuals who 
do not meet the institutional level 

of care typically required for 
these waivers

• The per-capita cost will be lower than the cost of 
institutional care for serving these individuals,

• The waiver will not result in increased waiting times for 
those who meet the institutional level of care criteria

State must demonstrate 
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Olmstead Memorandum

Background

• Department of Justice memorandum in June reinterpreted Federal government’s approach to 
HCBS and integration

• Memo focused on Olmstead vs. LC Supreme Court Decision, but implications are much broader

Issue

• What constitutes discrimination under Federal law and regulations? 
• What are state obligations for community integration of people with disabilities?

Potential 
Ramifications

• Different DOJ approaches to litigation and consent decrees
• Changes to Federal regulations, such as Rehabilitation Act and ADA

11

Fraud Oversight in 
Medicaid
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Fraud Oversight and Investigations

CMS has focused on program integrity as a top priority 

• Includes care at home services in both Medicare and Medicaid

Immediate actions are occurring in Minnesota, California, 
Maine, New York, Ohio, and Florida 
• Other states will likely be included in the future

Understanding the context can help prepare and protect 
your business
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Issue in Minnesota
• Services found to be “at risk” of fraud
• Not necessarily indicating substantiated fraud

State Medicaid Agency 
Identified 14 At-Risk Services

• Led to claims (even ‘clean’ claims) held to the 
Federal maximum timeframe

State Medicaid Agency 
initiated prepayment reviews 

of 14 services

• Required corrective action plan by Dec. 31
• CAP rejected by CMS, triggering ‘deferral’

CMS asserted insufficient 
action

• Large part of the plan was “off cycle provider 
revalidations”

• Approved by CMS March 19
Corrective Action Plan

14
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14 Identified Services

15

Adult companion services. Adult day services.

Adult rehabilitative mental health services. Assertive community treatment.

Community First Services and Supports 
(CFSS)/ personal care assistance (PCA).

Early Intensive Developmental and 
Behavioral Intervention (EIDBI) services.

Housing Stabilization Services. Individualized home supports.

Integrated community supports. Intensive residential treatment services.

Night supervision services. Nonemergency medical transportation 
services.

Peer recovery services. Recuperative care services

Administration & Congress “Crushing” Fraud
Focus: Care at home services – Medicare & Medicaid
• January:

• Dr Oz visits LA County and meets with home health and hospice leaders
• Numerous subsequent videos and stories released on California fraud
• CMS issues notice of deferral to Minnesota Medicaid, alleging systematic fraud and lack of state 

oversight
• CMS sends California Medicaid a letter requesting information on oversight 

• February: 
• House Energy and Commerce Committee, Oversight & Investigations Subcommittee  - Common 

Schemes, Real Harm: Examining Fraud in Medicare and Medicaid
• CMS releases CRUSH RFI seeking feedback on strategies to address fraud in the system; Sends Maine 

oversight letter
• March: 

• House Energy and Commerce Committee, Oversight & Investigations Subcommittee - Protecting 
Patients and Safeguarding Taxpayer Dollars: The Role of CMS in Combatting Medicare and Medicaid 
Fraud

• Witness – Kim Brandt, Deputy Administrator and Chief Operating Officer, Centers for Medicare & 
Medicaid Services

• House Oversight Committee launches investigation into California hospice fraud
• CMS sends New York and Florida Letters on Medicaid fraud
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Administration & Congress “Crushing” Fraud
Focus: Care at home services – Medicare & Medicaid
• April: 

• House Ways and Means Committee Hearing, Protecting Patients and Taxpayers: Cracking 
Down on Medicare Fraud

• All 50 states + DC receive CMS letter requesting plan for revalidating providers
• May:

• National moratorium on Home Health and Hospice provider enrollment in Medicare
• State option to implement Medicaid moratorium

• $1.3 billion deferral to California Medicaid
• June: 

• Ohio partners with Administration to implement aggressive fraud crackdown, with homecare 
as a focus

• House Energy and Commerce Subcommittee on Oversight and Investigations held a hearing 
on June 25, 2026, titled "State Medicaid Program Integrity: Examining Fraud Risks and 
Oversight Deficiencies“

• New York & Hawaii MFCUs decertified
• July:

• Florida MFCU receives “conditional recertification”

Considerations for Providers

Actions in one state are likely to inform other states & CMS

• Example: Minnesota’s provider revalidation strategy becoming a national requirement via CMS subregulatory guidance 

Audits and payment reviews likely to increase

Potential risk for payment delays/disallowances

Ensuring compliance will be crucial

• Improper payments are often treated similarly to fraud, even if not the same

Potential Activities: (1) internal reviews of authorizations, documentation, all proper paperwork and coding
(2) Review and ensure corporate compliance plan is updated
(3) Training staff on procedures and requirements

18
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Other Home Care 
Issues

Self-Direction and Family Caregiving 
Self-direction has grown substantially over the past decade in Medicaid as a response to both COVID-19 
social isolation policies as well as provider shortages

A large proportion of self-directed workers are family members of the beneficiary 

Policymakers some advocacy organizations have expressed concerns about program integrity 
vulnerabilities within these service models:

• For example – the Paragon Institute platform recommends, “Prohibit payment to relatives or household members for HCBS or 
personal care services.”

Additional concerns and controversy have arisen in states with large self-direction programs, such as NY 
and CA:

• CDPAP Lawsuit in NY
• CA Deferral (discussed earlier) centered around IHSS

Simultaneously, other states have continued to expand certain family caregiving programs, such as the 
Family CNA  program

20

https://paragoninstitute.org/state-health-reform/limiting-medicaid-waste-fraud-and-abuse-a-checklist-for-states-to-protect-medicaid-for-the-vulnerable-and-the-taxpayers-who-finance-it/
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What about the Medicaid Access Rule?

Delay/repeal not included in Reconciliation due to Congressional rules

Rulemaking becomes likely avenue for changes 

OMB request for information regarding deregulatory actions

Presidential order – repeal 10 regulations for every new rule

21

Questions?
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Thank you!
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