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Summary of H.R. 1 Budget Reconciliation Package

On July 4, 2025, President Donald Trump signed into law the Republican budget reconciliation package H.R. 1, also
referred to as the One Big Beautiful Bill (OBBB) Act. The law enacts sweeping changes to health care, tax, immigration,
energy, and education policy. Among its most controversial provisions are an estimated S$1 trillion in reductions to the
Medicaid program.

In St. Louis City and County, there are five Federally Qualified Health Centers (FQHCs) operating across over 20 sites.
These sites are currently providing care to nearly 120,000 Medicaid enrollees and serving a region with 150,000 SNAP
recipients, with another 20,000 City and County residents likely eligible but not enrolled in these programs. Based on
national and state-level trends, it is anticipated that due to the changes in H.R. 1 that the City’s four FQHCs will see
18,000 patients lose Medicaid coverage, and a potential loss of Medicaid coverage for just under 50,000 individuals in
the St. Louis region. This would result in a projected 20% reduction in revenue to FQHCs and a subsequent decrease in
the number of primary care access points—particularly in North St. Louis City and North County. More detailed analysis
on local impacts is available in this companion data analysis document.

Over the next 18 months, the financial and operational impact on FQHCs is expected to intensify, with hospitals
following a similar, and potentially accelerated timeline, given the expiration of enhanced premium tax credits for
Marketplace plans on December 31, 2025 that is projected to lead to 4.2 million Americans losing Marketplace
coverage due to affordability issues. Most critically, we anticipate a rise in avoidable hospital utilization and
admissions, further widening health disparities among the region’s most vulnerable populations. IHN recommends
convening public and private stakeholders through a trusted health intermediary to proactively address the potential
impacts of H.R.1.

The summary below outlines most of the law’s health-related provisions impacting programs such as Medicaid, the
Supplemental Nutrition Assistance Program (SNAP), the health insurance Marketplaces, private insurance, and
Medicare. The final bill includes Medicaid work requirements, caps on state-directed payments, limits on provider taxes,
and includes several technical revisions that attempt to reduce the impact on safety-net providers. It also includes a
long-sought-after provision to expand and clarify the exclusion for orphan drugs under the Drug Price Negotiation
Program. While the bill represents a major shift in federal spending policy, it avoids some of the more far-reaching
structural changes that were initially under consideration.

Although included in the House version, notably absent from the final version of H.R. 1 were provisions to modernize
and ensure pharmacy benefit manager (PBM) accountability, as well as prevent the use of spread pricing in Medicaid.
The bill also omitted a policy to prohibit federal Medicaid and CHIP funding for gender transition procedures for minors
or adults, as well as a delay to Medicaid Disproportionate Share Hospital (DSH) reductions. With many of the dropped
policies remaining a priority for members of Congress, there could be a push to address them through a separate
legislative package or regulatory approach in the coming months.

Health-Related Provisions in H.R. 1
Medicaid and CHIP:

Provision Implementation Date
Provider Taxes - Retains the moratorium on new or increased provider taxes. For expansion 0.5 annual percentage
states (e.g., MO), the existing 6% cap is reduced by 0.5 percentage points per year until the point reduction from
cap reaches 3.5%. This applies to provider taxes imposed by local units of government but fiscal year (FY) 2028
exempts skilled nursing facilities and intermediate care facilities from this cap rampdown. through FY 2032
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State Directed Payments (SDPs) — Limits the scope of any new SDPs to 100% of Medicare rates
for expansion states (110% of Medicare rates for non-expansion states). States with existing
SDPs above Medicare rates will need to reduce payments by 10 percentage points per year
until they are reduced to the capped amount depending on expansion status

10 percentage point
reduction begins in FY
2028

Barring entities from federal Medicaid payments — Certain providers of abortion services,
including Planned Parenthood, are barred from receiving federal Medicaid funding for one
year. The provision includes $1M in implementation funding for CMS.

July 4, 2025

Noncitizen coverage — New restrictions on eligibility for lawfully residing noncitizens who have
been covered through Medicaid for decades (i.e., ends federal Medicaid funding for refugees,
asylees, and victims of human trafficking). States can continue to receive federal Medicaid
funding for covering lawfully residing children and pregnant women, as well as lawful
permanent residents.

October 1, 2026

Reduced FMAP for emergency services for noncitizens — States will receive a reduced match
for emergency services provided to noncitizens ineligible for full Medicaid coverage who
would otherwise qualify for the enhanced federal match.

October 1, 2026

Work requirements — Expansion and expansion-like adults ages 19-64 must complete 80 hours

of qualifying activities for at least one month prior to application and again once enrolled for

at least one month within every six-month period. The bill requires states to exempt certain

groups and permits exemptions for those experiencing “short-term hardships.”

Of Note:

e Individuals who lose Medicaid due to this work requirement are banned from receiving
subsidized Marketplace coverage.

e States are prohibited from using Medicaid managed care plans and other contractors to
assess compliance.

e States can choose to implement earlier via a state plan amendment or 1115 waiver.

e States can also delay these work requirements for two years with Secretary approval.

January 1, 2027

Eligibility redeterminations — Requires that states redetermine eligibility for adults enrolled
through Medicaid expansion (or expansion-like section 1115 waivers) once every six months.

December 31, 2026

Reducing duplicate enrollment — Establishes standardized processes to:
e regularly update address information,
e utilize a new national federal database to identify individuals simultaneously enrolled in
more than one state, and
o verify eligibility against a Death Master File on a quarterly basis to remove deceased
enrollees.

January 1, 2027

Modifying prior quarter coverage — Retroactive coverage is limited to one-month for
expansion adults and two-months for all other Medicaid applicants.

December 31, 2026

Payment reductions for eligibility-related improper payments — Eliminates CMS's authority to
waive financial penalties associated with improper payments related to eligibility even when
states are making a good faith effort to address them.

January 1, 2026

Required cost-sharing — Requires states to impose cost-sharing for services provided to
Medicaid expansion beneficiaries. Retains exemptions under current law for prenatal, family
planning, and certain emergency services and provides new exemptions for primary care
services, mental health care services, substance use disorder services, and services provided
by FQHCs, rural health clinics, and community behavioral health clinics.

October 1, 2028
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Nursing home staffing rule — Delays the implementation and enforcement of Biden-era
nursing home minimum staffing standards.

Delays until October 1,
2034 (instead of 2026)

1115 Waiver budget neutrality — Codifies in statute that section 1115 demonstration waivers
must lead to total spending no higher than what a state would have spent absent the
demonstration

January 1, 2027

Home and Community-Based Services (HCBS) — Creates a new section 1915(c) HCBS waiver
option that would cover individuals meeting state-established needs-based eligibility criteria
that must be less restrictive than a person needing an institutional level of care. Initially these
would be three-year waivers that could be renewed for five-year periods.

July 1, 2028

Rural Health Transformation Fund — Establishes a $50 billion fund for rural health care
providers.

$10 billion to states in
each of FYs 2026-2030.

Marketplace:

Shortened open-enrollment period — Shortens the Marketplace open-enrollment period from
Nov. 1 —Jan. 15 to Nov. 1 — Dec. 15 each year.

Begins with the Nov. 1
—Dec. 15, 2026, open-
enrollment period

Elimination of Automatic Re-Enrollment - Automatic re-enrollment for all subsidy-eligible
members is eliminated, requiring individuals to actively renew their coverage.

Begins with 2027 plan
year

Stricter Eligibility Verification — Includes provisions aimed at strengthening income verification
and eligibility checks, creating bureaucratic hurdles, and impacting consumers ability to
access Advanced Premium Tax Credits causing affordability issues.

Begins in tax year 2028

Immigrant restrictions — Limits the types of immigrants that can receive premium tax credits
to three groups: Lawful Permanent Residents, certain Cuban and Haitian immigrants, and
Compact of Free Association (COFA) migrants (previously tax credits were available to all
lawfully present noncitizens)

Begins in tax year 2027

Catastrophic and Bronze plans — All catastrophic and bronze Marketplace plans will be
characterized as high-deductible health plans (HDHPs), which makes them eligible to be
paired with health savings accounts (HSAs)

January 1, 2026

Elimination of Special Enrollment Periods (SEPs) for low-income individuals — Eliminates the
on-going SEP for those earning under 150% of the FPL, reducing continuous enrollment
flexibility for low-income households.

Begins with 2026 plan
year

Of Note: H.R. 1 does NOT extend the enhanced premium tax credits that began in 2021. This
will lead to a significant increase in premiums and an estimated 4.2 million Americans losing
coverage because of affordability issues.

Enhanced tax credits
will end December 31,
2025

Private Insurance:

High-deductible health plans (HDHPs) and telehealth — Includes a new tax provision to
permanently extend the ability of HDHPs to offer telehealth and other remote care services
prior to meeting the deductible.

Effective retroactively
for plan years
beginning after
December 31, 2024

Direct primary care arrangements (DPCs) — Codifies the treatment of certain DPCs as HSA-
eligible.

January 1, 2026
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Medicare:

Tighter Eligibility Requirements — Aligns Medicare eligibility requirements with those for
Medicaid, restricting coverage for individuals who do not meet lawful presence and residency
standards.

January 4, 2027

Physician Payment Rate Adjustment — authorizes a 2.5% increase to the Medicare Physician
Fee Schedule payment rate for 2026 that is intended to help offset the impact of inflation and
past underfunding.

Effective January 1,
2026 —January 1, 2027

Orphan drug exclusions — Certain orphan drugs used to treat rare diseases are explicitly
excluded from the Medicare Drug Price Negotiation Program. For 2026 and 2027, orphan
drugs are exempt from the Medicare Drug Price Negotiation Program if they are approved to
treat only one rare disease or condition. Starting in 2028, the exemption is expanded to
include orphan drugs that are approved to treat more than one rare disease or condition. This

January 1, 2026 and
then January 1, 2028

provision aims to maintain incentives for developing innovative treatments for rare
conditions.

Of Note: The Congressional Budget Office (CBO) estimates that H.R. 1’s impact on the federal deficit could trigger
automatic spending cuts under the statutory Pay-As-You-Go (PAYGO) law. If not waived by Congress, these cuts could

potentially reduce Medicare spending by up to $500 billion over the next decade.

Supplemental Nutrition Assistance Program (SNAP):

Work Requirements - Tightens SNAP work requirements for able-bodied adults without
dependents, expanding the age range to include individuals up to age 64 and extends
the work requirements to parents whose youngest dependent child is 14 or older. This
will result in more people needing to work or volunteer at least 20 hours per week or
participate in training programs to maintain their benefits. Additionally, the ability of
states to waive work requirements in areas with high unemployment will be limited to
areas/counties with unemployment rates higher than 10%.

Of Note: The law does not exempt veterans, the homeless, or former foster youth
from these work requirements

Implementation date not
outlined in H.R. 1, expected to
have a delayed effective date
to allow time for the
implementation of new rules

Cost-Shift to States - Establishes a new state match requirement for the cost of food
benefits, with states potentially contributing up to 15% of the cost, depending on their
payment error rates (States with error rates below 6% will be exempt from this cost-
sharing requirement). Additionally, the state and county share of SNAP administrative
costs will increase from 50% to 75% beginning. This shift in cost-sharing will likely
pressure states to reduce or modify their SNAP programs.

Error rate state match begins
in FY 2028

State/County increase in
share of admin costs begins in
FY 2027

Limits to Benefit Increases — Limits future updates to the Thrifty Food Plan (TFP), the
basis for calculating SNAP benefit levels, to only account for inflation, leading to a
reduction in real benefit value over time.

Implementation date not
outlined in H.R. 1, expected to
have a delayed effective date
to allow time for the
implementation of new rules

Changes to Utility Calculations — Made modifications in how utility expenses are
calculated, potentially requiring more households to provide actual utility bills instead
of relying on a standard estimate. About 600,000 households may experience a
decrease in their monthly SNAP benefit.

Implementation date not
outlined in H.R. 1, expected to
have a delayed effective date
to allow time for the
implementation of new rules
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Immigrant Restrictions — Restricts SNAP eligibility to US citizens and lawful permanent | October 1, 2026
residents, excluding previously eligible immigrants such as refugees, asylees, parolees,
those with suspended deportation, and survivors of domestic violence.

Summary of the Impact of these Provisions:

Medicaid:
The Kaiser Family Foundation (KFF) estimates that H.R. 1 will reduce federal Medicaid spending by $1 trillion and
approximately 7.8 million people will lose coverage and become uninsured.

The five biggest sources of Medicaid savings in the law total to $896 billion in savings, which is 87% of the total, and
include:
e Mandating that adults who are eligible for Medicaid through the ACA expansion meet work and reporting
requirements ($326 billion),
¢ Repealing the Biden Administration’s rule simplifying Medicaid eligibility and renewal processes ($167 billion),
e Establishing a moratorium on new or increased provider taxes and reducing existing provider taxes in expansion
states ($191 billion),

e Revising the payment limit for state directed payments (5149 billion), and
e Increasing the frequency of eligibility redeterminations for the ACA expansion group ($63 billion).

Approximately 130,000 Missourians are estimated to lose their Medicaid coverage due to H.R. 1. Additionally, the state
is expected to lose between $13 and $21.1 billion in federal dollars for Medicaid over the next 10 years.

Marketplace:
Nationally, it is estimated that 8.2 million people will lose Marketplace coverage:
e 3.1 million due to changes in H.R. 1,
e 4.2 million due to the expiration of enhanced premium tax credits at the end of 2025, and
e 900,000 people due to Trump administration proposed ACA Marketplace integrity rules that were codifiedin
H.R. 1).

In Missouri, conservative estimates indicate that these Marketplace policy changes could increase the uninsured population by
over 72,000 people over the next 10 years.

SNAP:

H.R. 1 is projected to cut federal funding for SNAP by an estimated $186 billion through 2034, which would be the
largest cut to the program in history.

The cost-sharing burden for states will require Missouri to pay up to 15% of the total cost of benefits, leading to an
additional $180 to $254 million dollars to maintain SNAP benefits at current levels.

In Missouri specifically, the changes to work requirements, extending the age range from 18-54 to 18-64, and adding
conditions for parents with children 14 and older, could lead to benefit loss or reductions for an estimated 150,000
Missourians. Not only would this exacerbate our state’s already troubling food insecurity rates, but food banks and
pantries would see an increased demand for their services that they are unlikely to be able to meet.
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Conclusion:
Combined, these changes will have devastating impacts on the most vulnerable populations in our community, our
safety net provider health systems and health centers, public health departments, medical schools, and social service
organizations. Because many of these changes are phased in over the ten-year period of the bill, there is still time to
advocate for undoing some of these provisions. As further analysis is done on the state and regional level of these
changes and how they will impact Missouri and the St. Louis region, the full picture of these impacts will become clearer
over time. Collaborative planning and action related to these changes, inclusive of the communities that will be most
impacted, is vital to minimizing the impact of H.R. 1 on low-income individuals and families across our state and region.
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