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How we can help

Our solution and expertise

Consulting Services Medicare Repricer
Milliman’s Medicaid consulting group is one of the = A trusted benchmark: assigns Medicare allowed
largest and most credentialed in the country, made up amounts to your claims so you can compare costs
of more than 250 professionals who support state on a common, well-understood standard.
health and human services agencies with rate setting = « Accuracy you can defend: mirrors Medicare's
and certification, policy development, waiver strategy, real fee schedules and adjudication rules (like
actuarial mOdeling, and more. bundling), notjust list prices_
0o = Apples-to-apples insight: built from the full claim
Ol@ 8@ ﬁ‘:@ picture (codes, utilization, provider, and charges)
so comparisons hold up across providers and
25+ states 19 states 5+ states contracts.
Medicaid current certifying with 20+ year
experience actuary relationship
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Overview of proposed rule
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New Medicaid State Directed Payment (SDP) Limits
CMS Proposed Rule (CMS-2449-P), what changed?

PREVIOUS LIMIT: 2024 FINAL RULE NEW LIMIT: CMS-2449-P and H.R. 1
100% of Average Commercial Rates (ACR) Medicare Published Rates

Applied to total Medicaid managed care ‘

payments, including base payments, for

100% of Medicare for expansion states
110% of Medicare for non-expansion states

select SDPs
| No Medicare published rate? @\ Calculated at t!’le cIai.m or service level
—| The limit defaults to 100% of the state plan ) :\ggreg?te BrowdeFr) ratios c?_r_nmorlmJI)éEszd for fede-
—1 approved rate or-service Upper Payment Limit ( ) demos do

not meet the proposed Medicare limit requirement

Source: CMS, “Medicaid Program; Medicaid Managed Care State Directed Payments and Medicaid Fee-For-Service Targeted Medicaid Practitioner Payments”, Federal Register, May 22, 2026
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Grandfathered SDPs
Per CMS Proposed Rule

Grandfathered SDP criteria

= Directed fee schedule or uniform increase; and

= One of “four services” — inpatient, outpatient,
nursing facility, and practitioner services at an
Academic Medical Center; and

= SDP with a completed preprint submitted prior to
July 4, 2025; and

= SDP for a rating period occurring within 180 business
days of July 4, 2025
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Temporary Grandfathered SDP
permissions

Grandfathered SDPs can pay above Medicare
rates but are subject the Medicare phase-down
starting with rating periods on or after January 1,
2028

Annual fixed reductions at least 10% of the

grandfathered preprint item #4 total SDP
amount until the Medicare limit is reached

Uniform increases and Separate Payment Terms
are permissible until the Medicare limit is
reached (after which point SDPs must be
converted to a minimum fee schedule and
included as capitation rate adjustments)




Grandfathered SDP Medicare phase-down

lllustrative example of 10% annual SDP reductions

mum SDPs mmm Base Payments «—=Medicare Limit

Payments

2027 2028 2029 2030 2031 2032
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Non-Grandfathered SDPs
Per CMS Proposed Rule

Non-Grandfathered SDP criteria

Value based purchasing or multi-payer initiative SDPs; or
Services outside of the “four services”; or

SDP without a completed preprint submitted prior to
July 4, 2025; or

SDP for a rating period occurring outside of
180 business days of July 4, 2025

Once a grandfathered SDP is phased-down to
the Medicare limit, it effectively becomes
non-grandfathered
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Non-Grandfathered SDP
requirements

Cannot exceed the Medicare limit, even if based
on state plan approved rates

Uniform increases are not permissible and must
be converted to a minimum fee schedule (not a
lump sum payment)

Separate payment terms are not permissible;
funding must be included in capitation rate
adjustments




Medicare Limit Considerations

Per CMS Proposed Rule

Medicare Rates for
Newborns/Deliveries

= While Medicare published
rates exist for newborns
and deliveries, they have
not been refined or
recalibrated by CMS

» Medicare allowed amounts
for these services may
vary significantly from
Medicaid state plan rates
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Providers

= States can use cost as

the payment limit for
PPS-exempt hospitals

Applicable to critical
access hospitals,
freestanding cancer
hospital, and freestanding
children’s hospitals

Medicare PPS exempt Total Payment Rate
Comparison

= For grandfathered SDPs,

the proposed rule
references payment limits
at an aggregate level by
setting (inpatient vs.
outpatient), provider class,
and managed care
program cohort

Consistent with

“Total Payment Rate
Comparison” format in
preprint Table 2

Minimum Fee
Schedule Limit

= For non-grandfathered

SDPs, the proposed rule
references payment limits
at the service level

Unclear how this would be
monitored/enforced by
CMS; CMS may request
additional documentation



Medicare pricing
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Medicare repricing process

Milliman Consulting Services + Milliman Medicare Repricer

State Medicaid data

Aggregate Medicaid FFS,
Medicaid Managed Care for time
period, providers, types of service

v

Preprocessing

Apply provider mappings (NPI to CCN,
name, location)

Apply historical HCPCS/CPT, ICD EE—
mapping as needed

Apply code mappings — e.g., conform
Medicaid-specific codes to Medicare

requirements

Adjudicate to Medicare
rates

- DRG and APC grouping

- Adjudicate to fee schedules

- Gap-fill, carrier priced, Milliman
Medicare-like rates

- Cost-based methodologies

|

Validate Medicare allowed
amounts

Output validation reports

Review repricing results, both
code-level and overall by provider,
geographic area

) Milliman

Supplement Medicare rates
as needed

State plan rate, State plan waiver
rate, or cost-based methodologies ——>

Fully repriced

dataset
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Medicaid service categories and associated Medicare fee schedules
The Milliman Medicare Repricer includes all Medicare fee schedules

Medicaid Category

Medicare Fee Schedules

SDP Proposed Rule Applicability

Inpatient Hospital

Outpatient Hospital, ASC,
Dialysis

Professional/Practitioner

Nursing Facility

Inpatient Prospective Payment System (IPPS)
PPS-exempt hospitals (CAH, children’s)
Long-Term Care Hospitals (LTCH)

Inpatient Rehabilitation Facility (Rehab) PPS

Outpatient Prospective Payment System (OPPS)
Critical Access Hospital (CAH) interim payments
Ambulatory Surgery Center (ASC)

Dialysis Facility (ESRD) PPS

Physician RBRVS, Ambulance, Anesthesia, ASP, DME,
Lab, PEN

Skilled Nursing Facility (SNF) PPS

Core: Subject to the proposed Medicare-based payment limit. States need
inpatient percent-of-Medicare results by hospital and service/discharge
category

Core: Outpatient hospital SDPs are immediately subject to the proposed
Medicare-based payment limit. Because OPPS pricing involves APCs,
packaging, status and wage adjustments, outlier logic, and other Medicare
rules, states need detailed outpatient percent-of-Medicare analytics

Core: The proposed rule initially focuses on qualified practitioner services at
academic medical centers, but professional payments may become more
important as CMS expands limits to all SDP-covered services in 2029

Core: One of the four initial SDP service categories explicitly subject to the
proposed Medicare-based payment limit

HCBS /LTSS
Behavioral Health / SUD
FQHC, RHC

Dental/Vision/Pharmacy
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Home Health (HH) PPS

Inpatient Psychiatric Facility (IP Psych) PPS

Federally Qualified Health Center (FQHC)
Rural Health Clinic (RHC)

Limited

Potential: Not one of the four initial categories, but potentially covered under
the proposed 2029 expansion to all SDP-covered services

Potential: May be affected if included in an SDP, particularly after the
proposed 2029 expansion

Not one of the four initial SDP categories, but important to primary care
payment strategies

Less central to SDP policy and often lacks a direct Medicare benchmark
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Medicare pricing — Inpatient components
Milliman Medicare Repricer

CMS proposes setting SDP payment limits at (100%/110%)
the total published Medicare payment rate, including all
applicable adjustments

Medicare payment adjustments are significant.

= The total IPPS payment includes multiple components:

— : Indirect Medical Education

— DSH: Disproportionate share

— UCC: Uncompensated care

— : Cost-based outlier

— New technology

— Organ acquisition

— Other: Value-based purchasing, low volume, etc.

Source: FY 2024 MedPar data
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Figure: Components of IPPS payments (FY 2024, $B)

$5.6 $4.2

$7.4

$100.7

m Base Allowed IME m®mUCC m=OQutlier DSH
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Services not covered by Medicare
Medicaid covers services that are not covered by traditional Medicare fee-for-service (FFS)

Figure: Professional volume covered by Medicare fee schedules for example
managed Medicaid plan

Common examples include: 8.7
1%

Well-baby exams
Newborn admissions

0.6%
Specific surgeries in an outpatient or office

setting 1.9%
Routine eye exams (eye refractions)

Dental services

Sexual and reproductive health services

Non-emergency transportation services

Custodial care nursing facility service
Long-term home and community-based services
m Medicare covered with published Medicare rates

. : Non-Medicare covered with published Medicare rates
For many services not covered under Medicare FFS, _ '_ vered Wil PEbT '
Medicare publishes a payment rate. CEER [PAEEE

Medicare-like rate or state fee schedule
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Potential pitfalls

Milliman Medicare Repricer

Milliman Medicare Repricer
will support the development
of the Medicare amount for
every claim and service line.
Milliman quality is built into
the output.
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PPS-exempt

hospitals

CAHs, Children’s Hospitals,
and Cancer Hospitals need
cost-based limit calculation

Maternity and

newborn

Medicare published rates are
generally not used by Medicare
for actual payment

Gap-fill

Procedure codes without a
published CMS price

Poor coding

Missing Medicare required
codes (e.g., missing
HIPPS/PDPM codes).
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Key features

Milliman Medicare Repricer

Quarterly

updates
We track the Federal register and the

quarterly releases of each CMS Fee
Schedule and provide timely updates.

rir
bd Ld
rir
bd Ld

Configurable Pt
payments L':'j

Include or exclude payment components
such as indirect medical education
(IME), graduate medical education
(GME), and organ acquisition payments.

) Milliman

Complete payment
adjustments
Replicates each Medicare payment

adjustment and is tested using
Milliman’s detailed Medicare claim

feeds from CMS.

MS-DRG
and APC Groupers

o~~
ol
o-.
o’

jiiie
o)

QO O

©

Software includes integrated MS-DRG

and APC Groupers.

Detailed -
build-up JOR

Generates fully auditable build-up of all
payment amounts at the claim and
service line level.

Provider mapping and

specific adjustments PN
Includes NPI mappings, and provider-
specific adjustments such as value-

based purchasing adjustments and
quality reporting adjustments.
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Examples states using Medicare as a unit price benchmark

Milliman Medicare Repricer

IN WA
Hospital price accountability Cascade Care (public option);
State employees’ health plan
coO MA -

Colorado Option and associated price measurement Monitoring health care spending growth targets
and transparency

Source: https://www.kff.org/health-costs/report/price-regulation-global-budgets-and-spending-targets-a-road-map-to-reduce-health-care-spending-and-improve-affordability/
https://www.ncsl.org/health/state-actions-to-control-commercial-health-care-costs

E) Milliman
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State timeline
considerations
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2024 Final Rule timeline

Looking to the past to plan for the future

Medicaid and Children’s Health Insurance Medicaid Managed Care State Directed
Program (CHIP) Managed Care Access, Payments and Medicaid Fee-For-Service

Finance, and Quality

Release

Public Comments Close

— Comments Received

Final Rule Issued

FR Publish Date

Effective Date

From Public Comments

Close to Final Rule Issued:

) Milliman

Targeted Medicaid Practitioner Payments

April 27, 2023 Release May 22, 2026
July 3, 2023 Public Comments Close July 21, 2026
437 — Comments Received Pending

April 22, 2024 Final Rule Issued Pending
May 10, 2024 FR Publish Date Pending
July 9, 2024 Effective Date Pending

The 2024 Final Rule is effective now
and states should ensure compliance

Simultaneously, states should consider
what changes could be required under
the proposed rule to ensure they are
well positioned

When will the proposed rule
be final?

Source:

1.

From Public Comments Close

294 days to Final Rule Issued:

Pending

https://www.cms.gov/newsroom/fact-sheets/notice-proposed-rulemaking-medicaid-and-childrens-
health-insurance-program-chip-managed-care-
access#:~:text=Notice%200f%20Proposed%20Rulemaking%3A%20Medicaid,Access%2C%20Fin
ance%2C%20and%20Quality%20(CMS %2D2439%2DP)
https://www.federalregister.gov/documents/2023/05/03/2023-08961/medicaid-program-medicaid-
and-childrens-health-insurance-program-chip-managed-care-access-finance
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Applicability

Which SDPs, and when

Payment limit (grandfathered amount) applies to the four services: inpatient hospital, outpatient

Jul 4, 2025 hospital, nursing facility, and qualified practitioner services at an academic medical center.

Grandfathered SDPs begin submitting an annual total payment rate comparison, certified by an actuary,
against the Medicare rate.

Jan 1, 2027

Grandfathered dollar amounts phase down 10 points per year. Uniform increase SDPs are eliminated,

Jan 1, 2028 except grandfathered arrangements. Proposed final year that an ACR demonstration required.

The Medicare limit extends to all SDPs and all services, in all states, the District of Columbia, and
territories.

2024 Medicaid Managed Care Final Rule provisions still apply for non-grandfathered SDPs:
Prospective preprint submission requirements & SDP funding at risk in capitation rates

E) Milliman
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Demonstration driven by rating period

Understanding Impacts

Submissions for rating periods prior to Submissions for rating periods beginning

January 1, 2027 on or after January 1, 2027

= Continue to demonstrate compliance under » Include demonstration of Medicare payment rate
established limits (e.g. ACR) using existing = Exercise is intended to:

methodologies

- Althqugh not required for CMS SUbrn_'SS'On’ — Prepare for phase-down requirements beginning
consider ways to evaluate SDP relative with the first rating period on or after

to Medicare January 1, 2028

— Assist states in establishing baseline data

) Milliman 21



January 1, 2027 SDP milestone planning

Analytic Dataset

AN

Dataset to be used for
the SDP

) Milliman

/

Data Processing

Process data to compute
Medicare rate (e.g. MS-DRG
grouping and pricing)

)

Payment Rate
Comparison

Actuary

Evaluation by state
actuary prior
to submission

Alternative Approaches

Develop methodology when
data does not have a direct
Medicare rate

For example:

Rate is not published
under IPPS/OPPS

Grouping the data
results in an error
requiring alternative
pricing approach

Costing approach is
needed but provider
has no cost report
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FFS targeted payments under State plan amendments

Alignment to Medicare Rates

Phasedown of payments for all SDPs and all
services with targeted Medicaid payments
(including bundles)

= For state fiscal year that begins on or after January 1,
2029

= FFS alignment with managed care - - expansion
(100% of Medicare) and non-expansion (110% of
Medicare)

— CMS welcomes comments on alternative phase-down
approaches/timelines

= States will need to ensure provider credential is = Allow sufficient time to amend
considered when evaluating “Medicare equivalent” rate the state plan, as needed
(e.g. physician at 100% of Medicare PFS while some
nurse practitioners, physician assistants, and clinical
nurse specialists at 85% of the MPFS)

Recommendations:

= Ensure SPA rates have published
Medicare rate.

In the absence of a rate,
develop a methodology to
identify a reasonable

Medicare equivalent.

) Milliman
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Actuarial certification and
compliance considerations
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The total payment rate comparison: the core demonstration

42 CFR 438.6(C)(2)(Ill)

G

What you submit

Total payment rate comparison
submitted with the preprint for prior
approval under 438.6(c)(2)(i).

) Milliman

/\

Granularity

Per managed care program,

per provider class, per service line,
projected for the rating period.
Each rate component shown as

a percentage of the benchmark.

[_

smna
28 O

—

Cadence

The comparison travels with every
preprint, amendment, and renewal.
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New certification requirement

Proposed 438.6(c)(2)(iii)(D): for each grandfathered SDP the state must annually submit
ﬁ;‘"g “a total payment rate comparison, certified by an actuary,” as a percentage of the
~? published Medicare rate or State plan rate, using the same assumptions utilized for the
development of the related capitation rates.

Grandfathered SDPs Every other in-scope SDP VBP SDPs

Annual certified comparison for rating The service-level comparison is filed Still open for comment
periods on or after Jan 1, 2027, with the preprint and updated at each e at dition-based
submitted until the payment limit is met. amendment and renewal, developed S%erSO%Jl\iSIOrr; ol;ecstre\dl cI;(())rr]r_]maeSr?ts
It evaluates continued grandfathered through the state’s actuary under the ! q

on “operation or oversight approaches”
related to payment limits for VBP
SDPs.

eligibility throughout the phase-down. 438.7 rate certification.

) Milliman 26



Certification may change who completes the work

The real-world shift

A total payment rate comparison should not be handed over finished for an actuary to certify.

Today Under the rule

State or Independent party builds the preprint Actuarial certification is required for the
analytics with limited actuarial support Medicare payment rate comparison

start, not just at submission

a The state submits the completed preprint e A SiEEIEe EImE) 115 EEUET ONEEEee e i

capitation rates

The state actuary documents it in
into the capitation rates

e Development and certification run together

Actuary is a recipient at the finish line. Actuary involved throughout the analysis.

) Milliman
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Compliance watch-outs
If you are still benchmarking to the ACR

The Medicare payment limit comparison replaces the previous ACR requirements for in scope SDPs.
For Grandfathered SDPs, Medicare and ACR comparisons are required for a time-limited basis.

—U " ®\\\ RN
’

—|! \O/ -
| ~ - ( )
| ( )
4

No published Claim or service Uniform increase VBP SDP
Medicare rate level testing SDPs submissions
Defaults to 100% of An SDP can fail at the Eliminated for rating Detailed validation
the state plan approved line level even when the periods on or after methodology for
rate, which can shift aggregate passes. January 1, 2028. ensuring that VBP
the target. payments + all other

Medicaid payments do not
exceed the payment limit
on a per service basis.
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What to do now

Actuarial and compliance action items

1 2 3

SDP Inventory SPA Inventory Modeling

Map SDPs by service and Develop an inventory of all state Develop comparisons against
benchmark. Flag the four plan approved fee schedules. the total published Medicare
services already in scope Determine which services are rate at the claim level. Evaluate
and any grandfathered covered by Medicare and fee schedules and assess the
arrangements. subject to the rule. impact of the rule.

Comment deadline: July 21, 2026 Docket: CMS-2026-1916 Citation: 91 FR 30400 (proposed)
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Q&A
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Thank you

Ben Mori
ben.mori@milliman.com

Bill Alto
bill.alto@milliman.com
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Charlie Mills
charlie.mills@milliman.com

Jason Clarkson
[ason.clarkson@milliman.com

Justin St. Andre
justin.st.andre@milliman.com
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