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Introduction

 This edition summarizes the federally mandated Medicaid community engagement (CE)
requirements, also known as work requirements, that are slated to go into effect January 1, 2027.

 In the following slides, we review the federal legislation and requirements from the Centers for
Medicare & Medicaid Services (CMS). We cover:

o Background on the federal legislation

o Populations impacted by the new CE requirements

o Overview of relevant CMS guidance

o Timeline of past experience as well as current and upcoming activity related to implementation of CE requirements

o State implementation activities
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Overview of Federal Legislation for Community

Engagement (CE) Requirements

The 2025 Budget Reconciliation Act, H.R. 1, within Section 71119 of the Working Families
Tax Cut Legislation, Public Law 119-21, has established a federal requirement for states to
establish Medicaid community engagement requirements (also known as work
requirements) for certain enrollees. The legislation also requires more frequent Medicaid
enrollment renewals — every six months rather than annually.

IMPLEMENTATION TIMELINE

H.R. 1 specifies that states must implement the
requirements by January 1, 2027, though some states are
implementing early, and some states may seek ‘good
faith’ extensions in alignment with provisions of H.R. 1
and additional guidance from CMS.

HISTORICAL CONTEXT

This is the first time CE requirements have been
introduced federally. Previously, several states sought to
implement CE requirements via Section 1115 waivers,
with Arkansas and Georgia being the only states that got
their CE requirements programs off the ground.

(More information on the experience in AR and GA is
provided later in this deck).




Applicability of CE Requirements Under H.R. 1

To maintain or obtain Medicaid eligibility, beneficiaries aged 19-64 who are covered through the Affordable
Care Act (ACA) Medicaid expansion or an 1115 demonstration waiver that provides minimum essential
coverage will be required to engage in at least 80 hours/month of any combination of:

@@

Employment Education Work Program Community
Service

Individuals can be exempted from these requirements by meeting the definition of “specified excluded
individual” or the criteria for mandatory exception. These exemptions are summarized on the next slide.



Exemptions to the CE Requirements Under H.R. 1

» People who have been incarcerated

» Members of recognized Native American tribes P
within the last 9o days

» People through age 25 who aged out of foster care

 Parents or guardians or caregiver of children up to age 13 or of a disabled
individual

People under the age of 19

 Disabled veterans (with a ‘total’ disability status)  People who qualify for Medicare Part

» People who are medically frail* or otherwise have special medical needs AorPartB

- People compliant with work requirements under SNAP or TANF programs * People eligible for mandatory coverage
. . : group under the Medicaid State Plan

» People receiving treatment for a substance use disorder

» People who are incarcerated

* Pregnant or postpartum women

*The IFR restricted the applicability of medical frailty as an exemption criterion. The rule retains its definition but incorporates an
individual’s functional status to determine their ability to work to qualify for an exemption. The rule requires that a medical condition
prevent an individual from working, but having a medical condition may not be sufficient evidence of medical frailty.



Populations Impacted by Medicaid CE Requirements

The share of the Medicaid population affected by CE requirements varies across states. Additionally, a significant portion of the
population subject to CE requirements already meets the new federal requirements.

L L Population of expansion adults as a share of total Medicaid enrollment varies
~ 19 ° 8 mllllOIl widely by state:
Expansion adults will be subject to CE requirements, based on the 18% Massachusetts (lowest % 0 Hihest
latest available enrollment data from CMS as of February 2026. 0 WASSACHESEHS LoWes 5376 Oregon (highest)

Overall, Medicaid enrollment has been steadily declining since 2025. Most of the decline can be attributed to a decrease in child enrollment;
however, approximately 400,000 fewer expansion adults were enrolled in the second half of 2025.

According to CMS’ analysis, of those expansion adults subject to CE requirements...

59% 26% 9%

Already meet the requirements Are exempt based on meeting Will lose coverage due to T o Coverage Cue 1o

N ; . . administrative or procedural
by working 80+ hours a month criteria for specified excluded noncpmphance with work reasons despite meeting the
or attending school individuals or exceptions. requirements. requirements.

Enrollees who lose coverage will still be able to submit information confirming their compliance with CE requirements during the 9o-day
reconsideration period. However, H.R. 1 shortens retroactive eligibility from 9o days to one month for expansion adults, which means that if an

enrollee loses eligibility due to non-compliance or failure to demonstrate compliance with CE requirements, then regains eligibility later, they will
be personally responsible for any costs incurred prior to the 30 days before their coverage is reinstated.



Relevant Federal Legislation & CMS Guidance

H.R. 1 / Working Families Tax

Cut
Enacted July 4, 2025

GENERAL INFO ON CE
REQUIREMENTS

Requires states to establish CE requirements for
applicable ACA expansion adults and certain 1115
waiver enrollees by January 1, 2027

o Gives states the option to implement earlier
via 1115 or state plan amendment

Establishes 6-month renewal cadence instead of
annual

Enrollees and applicants must demonstrate at least
80 hours/month of work, community service, work
program, or half-time education, or earn at least
$580/month

Excludes and exempts certain populations,
including medically frail, pregnant, and
postpartum individuals

Stipulates that states use reliable information (ex
parte) before requesting documentation and
provide a 30-day noncompliance notice period
with continued coverage

CMCS Informational Bulletin

(CIB)
Published December 8, 2025

KEY CLARIFICATIONS

* Provides clarification for certain aspects of the
legislation rather than adding new regulatory
guidance.

+ “Reliable information” includes payroll data,
Medicaid provider payments, encounter data,
higher education enrollment, and job training
participation records

* OQutlines the enrollee outreach timing for states and
the look-back period for determining compliance
at application and renewal.
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Interim Final Rule with Comment
(IFC)

Published June 1, 2026

DETAILED INFO ON CE
REQUIREMENTS

Codifies the regulatory framework for the legislation
covering qualifying activities, exclusions, ex parte
verification, outreach, and noncompliance procedures.

Adopts a stricter criteria for exemption based on
medical frailty than previously expected.

In the regulation, CMS interprets the legislation to
require consideration of the severity of a medical
condition in impacting the capability to work.

The IFC does not allow for automatic classification as
medically frail based solely on a diagnosis.

Outlines process for states to apply for the good faith
waiver for an extension on work requirements
implementation.



Timeline of CE Requirements Experience & Activity

CE requirements are not new to Medicaid, however, a decade of limited state-level experimentation under Section 1115 waivers has given way to a
federal mandate on a compressed regulatory timeline. Despite the limited runway to implement CE requirements by January 1, 2027, as
mandated by H.R. 1, some states are preparing to implement their CE requirements early.

Arkansas becomes the
first state to

implement CE HR 1is enacted, Nebraska becomes the

requirements in introducing CE first state to Montana implements

Medicaid but they are requirements, implement CE CE requirements, 6 Deadline for states to

paused by a court federally for the first requirements under months ahead of the implement CE

order. time. the federal framework. federal deadline. requirements.
Georgia implements CMS releases guidance %\IEI %‘ﬂig%ﬁilntenm Iowa implements CE Deadline for states
CE requirements on implementing CE Comment. implementin requirements. granted “good faith”
under its “Pathways to requirements. CE re quirémell)lts & extensions.

Coverage” program.
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State Implementation of CE Requirements Under H.R. 1

States need to complete a range of activities to implement the new CE requirements, spanning policy development, systems modernization,
workforce preparation, stakeholder engagement, and program oversight. MCOs can be valuable implementation partners, helping states design,

administer, and sustain these requirements over time.

(??)(5 Governance & Policy

« Establish state governance structure for implementation

» Coordinate with other state agencies, particularly those that can provide data for Medicaid eligibility and exemptions (e.g.,
departments of labor and education)

» Develop internal policy guidance as well as public-facing policy guidance for external stakeholders (e.g., MCOs, providers)

CET
Technology & Systems

 Leverage no-cost technical assistance from CMS

 If needed/desired, develop and submit to CMS an Advanced Planning Document (APD) requesting approval for 90/10 enhanced
match for the design, development, and installation of Medicaid Enterprise Systems initiatives for operation of CE requirements

 Evaluate technology solutions for updating and enhancing IT systems, including CMS’ open-source Eligibility Made Easy (aka
‘Emmy’) tool and other vended solutions

* Develop policies and business rules with key partners (e.g., vendors, MCOs)

» Conduct usability testing for all relevant users of the updated systems to gather feedback and adjust systems as needed based on

testing metrics and feedback
Section continues on next slide I:> 9




State Implementation of CE Requirements Under H.R. 1

States need to complete a range of activities to implement the new CE requirements, spanning policy development, systems modernization,
workforce preparation, stakeholder engagement, and program oversight. MCOs can be valuable implementation partners, helping states design,

administer, and sustain these requirements over time.

@ Workforce & Operations

Determine whether and how to increase capacity of eligibility and call center staff

Train state staff, particularly those focused on eligibility determinations

Develop public-facing policy guidance for external stakeholders (e.g., MCOs, providers)

Train providers on process and documentation for medical frailty exemptions

Define end-to-end processes for reporting, verification, exemption determinations, and non-compliance resolution

Q Outreach & Education

« Develop strategy for enrollee outreach, engagement, and education
 Create and/or update educational materials and communications for enrollees and applicants
 Prepare relevant advisory boards (e.g., Beneficiary Advisory Council) to get information on lived experience from key community stakeholders

Ef Monitoring & Compliance

Establish processes for tracking enrollee eligibility, exemption, and ongoing compliance status

Develop reporting, audit, and program integrity capabilities

Create policies and procedures for notifying enrollees of non-compliance in accordance with Section 1902(xx)(6) of H.R. 1

Develop processes for ongoing monitoring of CE requirement administration to identify and address issues that may contribute to coverage loss
among eligible individuals and to assess whether CE requirements further the goals of improving health and increasing employment
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5 Slide Series Overview

Our 5 Slide Series is typically a monthly publication whereby we briefly discuss/address
a selected topic outside the confines of our client engagements. The Menges Group has
developed a variety of datasets that we use to support our 5 Slide Series and client
projects.

To be added to our list to receive these as they are published (or to be removed), please
email us at . If you have questions about the content or
data sources we have available, please email us at or
call 571-312-2360.

Address: 4001 9th Street N., Suite 227, Arlington, VA 22203
Website:

[ The Menges Group |
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