Issue Brief

FEDERAL ISSUE BRIEF MISSOURI HOSPITAL ASSOCIATION

Analysis provided for MHA by Larry Goldberg, Goldberg Consulting

April 7, 2026

CMS Finalizing Contract Year 2027 Medicare Advantage and
Part D Technical Changes

The Centers for Medicare & Medicaid Services (CMS) are issuing a final rule revising the Medicare
Advantage (MA) program, Medicare prescription drug benefit program (Part D), and the Medicare cost
plan program.

Specifically, the rule revises the Medicare Advantage (Part C), Medicare prescription Drug Benefit (Part
D), and Medicare cost plan regulations to implement changes related to Star Ratings, marketing and
communications, drug coverage, enrollment processes, special needs plans, and other programmatic
areas.

These regulations will be effective June 1, 2026, and these regulations are applicable to coverage
beginning January 1, 2027.

The rule is scheduled for publication on April 6. A copy of the 731-page rule is available at:

https://public-inspection.federalregister.gov/2026-06600.pdf.

Comment

Note; this rule is not in response to the Calendar Year proposal issued in January that addressed MA
capitation rates for CY 2027. CMS expects to issue that final rule by Monday, April 26.

The proposed rule titled “*Medicare Program; Contract Year 2027 Policy and Technical Changes to the
Medicare Advantage Program, Medicare Prescription Drug Benefit Program, and Medicare Cost Plan
Program,” appeared in the Federal Register on November 28, 2025 (hereinafter referred to as the
“Contract Year 2027 proposed rule”).

In response to the Contract Year 2027 proposed rule, CMS says it received approximately 42,632
timely pieces of correspondence containing a variety of comments on the proposed rule and the
requests for information (RFIs) contained within the rule.

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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Summary of Provisions and Financial Impacts

CMS has provided the following summary of the rule’s key subjects.

Provision

Description

Financial Impact

Medicare Part D
Redesign

CMS is codifying the changes made to
the Part D benefit design by section
11201 of the Inflation Reduction Act of
2022 (IRA). This includes sunsetting the
Coverage Gap Discount Program as of
January 1, 2025, under section 1860D-
14A(h) of the Act, and codifying policies
for the Manufacturer Discount Program
beginning January 1, 2025, under section
1860D-14C of the Act.

The costs and transfers attributable to the
Part D redesign are attributable to the IRA
and are not a result of this rule.

Updates to Star
Ratings

CMS is finalizing changes to simplify and
refocus the areas included in the Star
Ratings, including changes to the measure
set and are finalizing its proposal to not
move forward with the implementation of
the Health Equity Index reward and to
continue to include the historical reward
factor in the Star Ratings methodology.

The net impact of the Star Ratings updates to
the Medicare Trust Fund is estimated to be
$18.56 billion from 2027 through 2036 or 0.21
percent of Medicare payments to private
health plans during this 10-year period.

Administration of
Supplemental
Benefits Coverage
through Debit Cards

CMS is are codifying existing guidance on
debit card administration for supplemental
benefits and adding guardrails, including
real-time verification mechanisms,
enhanced disclosure requirements, and
improved customer support.

We do not anticipate any impact on the
Medicare Trust Fund. This provision primarily
clarifies existing guidance and expectations.
While it does include requirements for real-
time verification of purchases and an alternate
reimbursement process, these practices are
already widely adopted by many plans.
Additionally, the use of debit cards to
administer benefits remains voluntary for
participating plans.

Eligibility for
Supplemental
Benefits for the
Chronically IlI
(SSBCI) and
Technical Changes to
the Definition of
Chronically IlI
Enrollee

CMS is codifying a requirement for MA
plans to post their objective SSBCI
eligibility requirements on their public-
facing website.

The changes will not impact the Medicare Trust
Fund. The estimated financial impact of this
provision arises from a plan’s obligation to
update a public website annually with any
changes to covered benefits or eligibility
criteria.

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance,
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The following are from CMS’ fact sheet of the rule.

Updates to Star Ratings

“The Star Ratings system helps Medicare beneficiaries compare health and drug plan quality. Star
Ratings also determine Quality Bonus Payments and impact rebates for MA contracts, currently rating
MA-PD contracts on up to 43 measures, MA-only contracts on up to 33 measures, and Part D plans on
up to 12 measures across five categories: outcomes, intermediate outcomes, process, patient
experience, and access.

“"CMS is finalizing two sets of major changes to the Part C and Part D Star Ratings system.

“First, for the 2027 Star Ratings, CMS is not implementing the Excellent Health Outcomes for All
reward (previously called the Health Equity Index reward) that was developed to incentivize improved
performance for a subset of enrollees and will continue the historical reward factor that encourages
consistently high performance for all enrollees across all quality measures.

“Second, CMS is streamlining and refocusing the measure set by removing 11 measures focused on
administrative processes and areas where beneficiaries cannot distinguish performance between plans
due to high performance and little variation.

“Additionally, CMS is adding a new Part C Depression Screening and Follow-Up measure to address
behavioral health gaps starting with the 2027 measurement year and 2029 Star Ratings. CMS is also
finalizing a technical clarification from the CY 2026 MA and Part D proposed rule related to contract
consolidations.

“These changes refocus the program on clinical care, outcomes, and patient experience where
meaningful performance differences exist across contracts and reduce administrative burden by
removing measures that provide little meaningful distinction between plans.”

Comment

We understand that hospitals are concerned about CMS’ changes and removal of star rating
complaints. Hospitals believe that such changes will incentivize plans to keep star rating bonuses while
having an ability to force hospital payment reductions.

Following is our reconstructed table of contents from the rule regarding star ratings;

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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V. Medicare Advantage/Part C and Part D Prescription Drug Plan Quality Rating System
(Star Ratings) (8§ 422.162, 422.164, 422.166, 423.182, 423.184, and 423.186) (Page 377)

A. Introduction (Page 377)

B. Adding, Updating, and Removing Measures (§§ 422.164 and 423.184) (Page 378)

1. Removing Measures (Page 381)

a. Plan Makes Timely Decisions about Appeals (Part C) and Reviewing Appeals
Decisions (Part C) (Page 391)

b. Special Needs Plan (SNP) Care Management (Part C) (Page 399)

c. Call Center - Foreign Language Interpreter and TTY Availability (Part C and D)
(Page 401)

d. Complaints about the Health/Drug Plan (Part C and D) (Page 401)

e. Medicare Plan Finder (MPF) Price Accuracy (Part D) (Page 410)

f. Diabetes Care — Eye Exam (Part C) (Page 413)

g. Statin Therapy for Patients with Cardiovascular Disease (Part C) (Page 418)
h. Members Choosing to Leave the Plan (Part C and Part D) (Page 421)

i. Customer Service and Rating of Health Care Quality (Part C) (Page 424)

2. Adding Measure (Page 426)
a. Depression Screening and Follow-Up (Part C) (Page 426)

3. Summary of Measure Changes for the Part C and Part D Star Ratings (Page 439)

C. Streamlining the Methodology, Further Incentivizing Quality Improvement, and
Suggestions for New Measures (Page 440)

D. Health Equity Index Reward (§§ 422.166(f)(3) and 423.186(f)(3)) (Page 441)

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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E. Plan Preview of Star Ratings (§§ 422.166(h)(2) and 423.186(h)(2)) (Page 455)

F. Impact of Proposed and Finalized Changes (Page 457)

The impact of the finalized changes based on the simulations using data from the 2025 Star Ratings
and accounting for changes implemented in the 2026 Star Ratings, show most contracts (63 percent)
would have no change in their overall rating. The overall rating would increase by a half star for 13
percent of contracts, and would decrease by a half star for 24 percent of contracts. Four percent of
contracts would gain QBPs, and three percent of contracts would lose QBPs

G. Contract Consolidations (§8§ 422.162(b)(3) and 423.182(b)(3)) (Page 459)

Comments
The material above is expansive - some 88 pages.

Beginning on Page 461 is a section comprised 6 headings. We believe this is section IV of the rule. Is
this another table of contents error?

Implementing Certain Provisions of the Inflation Reduction Act (IRA)

“The IRA of 2022 made major changes to the Medicare Part D prescription drug benefit and directed
CMS to implement these changes through 2026 via program instructions. With this program instruction
authority expiring, CMS is codifying these changes for 2027 and beyond, including eliminating the
coverage gap phase, establishing a reduced annual out-of-pocket threshold, removing cost sharing for
enrollees in the catastrophic phase, and incorporating the Manufacturer Discount Program that
replaced the Coverage Gap Discount Program on January 1, 2025. CMS is also codifying additional
operational changes including updates to True Out-Of-Pocket cost calculations, specialty-tier rules,
reinsurance payment methodologies, and implementation of the Selected Drug Subsidy.”

Revise List of Non-Allowable Special Supplemental Benefits for the Chronically Ill (SSBCI)

“CMS is refining its regulations regarding cannabis products by amending current regulatory language
to state more precisely that cannabis products that are illegal under applicable State or Federal law,
are not allowable as SSBCI. This clarification aligns MA benefit policies with current federal law while
maintaining safeguards.”

Provisions Related to Supplemental Benefits Being Finalized from the CY 2026 Proposed
Rule

“CMS is finalizing two supplemental benefit policies that were proposed in the CY 2026 rule: (1)
strengthening SSBCI administration by clarifying eligibility requirements, and increasing transparency
by requiring plans to publicly post their plan-developed SSBCI eligibility criteria; and (2) codifying and
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clarifying requirements for administering supplemental benefits through debit cards, including that
debit cards be electronically linked to plan-covered items and services through a real-time
identification mechanism to verify eligibility of plan-covered benefits (products) at the point of sale;
and that debit cards be limited to the specific plan year.”

Reducing Regulatory Burden and Costs in Accordance with Executive Order 14192

“CMS is finalizing several changes to remove duplicative and burdensome regulatory requirements that
have limited beneficiary choice, hindered innovation and increased costs:

¢ Exempting account-based plans (such as health reimbursement arrangements, flexible
spending accounts, and health savings accounts) from creditable coverage disclosure
requirements.

e Rescinding the requirement for MA plans to send mid-year notices about unused supplemental
benefits.

¢ Eliminating the requirement for MA quality improvement programs to include activities that
reduce health disparities.

. Eliminating health equity requirements for MA Utilization Management Committees, including
requiring a health equity expert member, conducting annual health equity analyses, and
publicly posting these analyses.

e Waiving the requirement for the Limited Income Newly Eligible Transition program to maintain
toll-free customer call centers open from 8 a.m. to 8 p.m. in all regions.

e Removing restrictions on the time and manner by which beneficiaries can have conversations
with licensed agents and brokers.”

Requests for Information

“In the proposed rule CMS included a number of requests for information pertaining to a variety of
topics ranging from future directions for the MA program, modernizing marketing oversight and
agent/broker regulations, the significant growth in dually eligible individual enrollment in chronic
condition special needs plans, supporting well-being and nutrition policy in MA, and opportunities to
streamline Medicare regulations. While CMS does not respond to specific comments in the final
regulation, feedback will be considered for future rulemaking.”

Final Thought

At 731 pages this is a significant rule. The number of comments and CMS’ responses to such, creates,
in part, the huge length of this final rule.
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