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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF MASSACHUSETTS

COMMONWEALTH OF MASSACHUSETTS, et
al.,

Plaintiffs,

CIVIL ACTION
V. NO. 26-12962

MEHMET OZ, M.D., et al.,

Defendants.

DECLARATION OF NITA K. KLUNDER

Pursuant to 28 U.S.C. § 1746, I, Nita K. Klunder, do hereby state:

1. I am an Assistant Attorney General in the Office of the Attorney General for the
Commonwealth of Massachusetts. I am admitted to the U.S. District of Massachusetts and I
appear on behalf of the Commonwealth of Massachusetts in this action.

2. I submit this declaration in support of Plaintiff States’ Motion for a Preliminary

Injunction, pursuant to Federal Rule of Civil Procedure 65.

3. I make the following statements of my own knowledge or a review of files in my
possession.
4. I have attached to this declaration true and correct copies of publicly promulgated

or issued documents and factual declarations, as follows:

5. Attached as Exhibit 1 is a true and accurate copy of the Declaration of Patricia
Dennis, Arizona Health Care Cost Containment System.

6. Attached as Exhibit 2 is a true and accurate copy of the Declaration of Yingjia

Huang, California Department of Health Care Services.
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7. Attached as Exhibit 3 is a true and accurate copy of the Declaration of Adela
Flores-Brennan, Colorado Department of Health Care Policy and Financing.

8. Attached as Exhibit 4 is a true and accurate copy of the Declaration of Peter
Hadler, Connecticut Department of Social Services.

0. Attached as Exhibit 5 is a true and accurate copy of the Declaration of Andrew
Wilson, Delaware Department of Health and Social Services.

10.  Attached as Exhibit 6 is a true and accurate copy of the Declaration of Melisa
Byrd, the District of Columbia Department of Health Care Finance.

11.  Attached as Exhibit 7 is a true and accurate copy of the Declaration of Katherine
Yager, Illinois Department of Healthcare and Family Services.

12.  Attached as Exhibit 8 is a true and accurate copy of the Declaration of Lisa Lee,
Kentucky Department of Medicaid Services.

13.  Attached as Exhibit 9 is a true and accurate copy of the Declaration of lan Yaffe,
Maine Department of Health and Human Services.

14. Attached as Exhibit 10 is a true and accurate copy of the Declaration of Perrie
Briskin, Maryland Department of Health.

15. Attached as Exhibit 11 is a true and accurate copy of the Declaration of Ryan
Schwarz, Massachusetts Executive Office of Health and Human Services.

16. Attached as Exhibit 12 is a true and accurate copy of the Declaration of Elizabeth
Hertel, Michigan Department of Health and Human Services.

17. Attached as Exhibit 13 is a true and accurate copy of the Declaration of Pamela

Weiner, Minnesota Department of Human Services.
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18.  Attached as Exhibit 14 is a true and accurate copy of the Declaration of K.
Brunetti Ireland, Nevada Attorney General’s Office.

19. Attached as Exhibit 15. is a true and accurate copy of the Declaration of Gregory
Woods, New Jersey Department of Human Services.

20.  Attached as Exhibit 16 is a true and accurate copy of the Declaration of Alanna
Dancis, New Mexico Health Care Authority.

21.  Attached as Exhibit 17 is a true and accurate copy of the Declaration of Dr.
James V. McDonald, M.D., M.P.H., New York State Department of Health.

22.  Attached as Exhibit 18 is a true and accurate copy of the Declaration of Sarah
Gregosky, M.S.P.H., North Carolina Department of Health and Human Services, Division of
Health Benefits (NC Medicaid).

23.  Attached as Exhibit 19 is a true and accurate copy of the Declaration of Vivian
Levy, Oregon Health Authority.

24. Attached as Exhibit 20 is a true and accurate copy of the Declaration of Hoa
Pham, Pennsylvania Department of Human Services’ Office of Income Maintenance.

25. Attached as Exhibit 21 is a true and accurate copy of the Declaration of Kristin
Pono Sousa, Rhode Island Medicaid Program.

26. Attached as Exhibit 22 is a true and accurate copy of the Declaration of Marjorie
Stinchcombe, Vermont Office of the Health Care Advocate.

27. Attached as Exhibit 23 is a true and accurate copy of the Declaration of Steven
Ford, Virginia Department of Medical Assistance Services.

28. Attached as Exhibit 24 is a true and accurate copy of the Declaration of Judy

Zerzan-Thul, M.D., M.P.H., Washington State Health Care Authority.
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CERTIFICATE OF SERVICE

I certify that this document was filed through the CM/ECF system and will be sent electronically
to the registered participants as identified in the Notice of Electronic Filing (NEF).

/s/ Nita K. Klunder
Nita K. Klunder
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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF MASSACHUSETTS

COMMONWEALTH OF MASSACHUSETTS, et al.,| Case No. -
Plaintiffs,
V.
MEHMET OZ, M.D., et al.,

Defendants.

DECLARATION OF PATRICIA DENNIS

I, Patricia Dennis, declare under the penalty of perjury pursuant to 28 U.S.C. § 1746 that the
following is true and correct:

BACKGROUND

1. Tam aresident of Arizona. [ am over the age of 18 and have personal knowledge, or
knowledge based on review in my capacity as AHCCCS Assistant Director of the
Division of Member and Provider Services and serving as the agency’s Executive
Sponsor of H.R. 1 of information and records gathered by the Arizona Health Care Cost
Containment System (AHCCCS) and agency staff, of the matters set forth below. If
called as a witness, I could and would testify competently to the matters set forth below.

2. OnJune 1, 2026, the Centers for Medicare & Medicaid Services (CMS) published an
Interim Final Rule with Comment Period (IFR) implementing the community
engagement (work requirement) provisions of P.L. 119-21 (H.R. 1), Section 71119. This
rule is effective July 31, 2026. H.R. 1 requires the state to implement the community
engagement provisions by January 1, 2027, and the January 1 effective date is unchanged
by the IFR.

3. AHCCCS has invested nearly a year and many thousands of staff hours to comply with
and implement H.R.1 and to design an implementation plan based on H.R. 1’s plain text
and CMS continuing guidance, including CMS’s December 2025 Informational Bulletin
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and multiple representations by CMS officials that states would retain broad flexibility in
key areas so long as they complied with the requirements in statute.

The IFR materially departs from, and conflicts with, the statute and the guidance
continuously communicated by CMS prior to the IFR, frustrating AHCCCS’ extensive
work to support and implement H.R. 1’s work requirements.

THE IFR’S MEDICAL FRAILTY EXEMPTION & RESTRICTIONS ON SELF-
ATTESTATIONS

5.

Section 71119 of H.R.1 exempts “medically frail” individuals from community
engagement requirements. Congress identified particular conditions and disorders that
would constitute medical frailty, but did not require states to verify functional impairment
in addition to the specified condition and disorder, except for individuals with “physical,
intellectual, or developmental disability,” which Congress also required must
“significantly impair[] their ability to perform one or more activities of daily living.”

Prior to June 2026, CMS repeatedly advised states that the agency would not further
define medical frailty beyond the statutory categories, and specifically cautioned states
against using the more restrictive Alternate Benefit Plan (ABP) definition.'

Since July of 2025, AHCCCS relied on the statutory language and CMS’s continuing
representations in seeking implementation funding from the Arizona legislature, and in
developing and structuring its implementation planning and system architecture. Prior to
the IFR, AHCCCS’s implementation plan used standalone International Classification of
Diseases, 10th Revision (ICD-10) and other diagnostic codes and indicators, without the
need for complex secondary qualifiers or resource-intensive, manual clinical
adjudication.

From H.R. 1’s passage in July 2025 through present, AHCCCS procured and paid its
vendors, and invested extensive employee resources in its specific implementation
architecture which includes: The ICD-10-based medical frailty determination framework;
a self-attestation-forward verification workflow; and IT systems built to a unified
eligibility workflow.

Although the IFR’s most restrictive verification requirements do not take effect until
January 1, 2028, the required re-engineering of AHCCCS’s verification workflows
cannot be deferred to the 2027 planning cycle. Planning, procurement, system design,
development and testing for the 2028 overhaul must proceed concurrently with the

'The ABP standard requires conditions that are serious and complex, where H.R. 1 uses the disjunctive
serious or complex, setting a less restrictive statutory standard.
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January 2027 implementation build, creating resource conflicts across IT, contracting,
and staffing that neither the 2027 nor 2028 timeline can absorb independently.

10. There is significant risk that AHCCCS will not be able to comply with the new,
unanticipated, and prescriptive requirements of the IFR, for several reasons, including the
following:

a. Medical Frailty Infrastructure (New Workstream). The IFR’s functional-
impairment screen requires AHCCCS to build from scratch: (a) a validated,
auditable list of qualifying diagnoses with associated impairment thresholds; (b)
an individualized review process for unlisted conditions; (¢) a provider attestation
workflow capable of capturing documentation of how a specific condition limits
an individual’s ability to meet the 80-hour per month standard; and (d) IT logic
linking billing codes to functional severity data not currently captured in claims.
None of these particular areas were specified in H.R.1 and none of these systems
currently exist in the AHCCCS systems to implement H.R. 1. None are in current
contract scopes, IT specifications, or staffing authorizations.

b. Because the [FR was not published until June 1, 2026, AHCCCS did not—and
could not-seek funding for these requirements, and was not appropriated funding
for them in the state budget signed into law on June 13, 2026. Initial estimates to
complete these requirements exceed $16 million in addition to the agency’s
appropriation for FY2027, driven by staffing demands and system design costs.

c. Urgent Deadlines. AHCCCS faces several urgent deadlines with respect to
implementing community engagement requirements. AHCCCS must apply
community engagement requirements to applications and renewals as of January
1, 2027, and to do this, AHCCCS must substantially finalize eligibility system
requirements by July 30, 2026, in order to enable development and appropriate
testing from August to November for final deployment on December 10, 2026.
After July 30, 2026, AHCCCS has limited ability to make further system changes
for use by January 1, 2027.

d. Notice Requirement. AHCCCS is statutorily required to provide notice to
members regarding community engagement requirements on or before September
1,2026. 42 U.S.C. 1936a(xx)(8)(A) (directing States to begin outreach no later
than four or more months before December 31, 2026). At present, AHCCCS is
uncertain as to how, for example, a member might establish that they are
medically frail in light of the new functional impairment requirements introduced
for the first time by the IFR. AHCCCS intended to use existing known claim and
encounter data with an ICD-10-based medical frailty determination framework to
appropriately notify members who meet the medically frail criteria that additional
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actions would not be needed by such individuals to demonstrate compliance. This
process will no longer be an option in light of the IFR and accordingly, AHCCCS
cannot provide clarity in the required notice to medically frail members about
compliance with the new IFR requirements.

e. IT and Operations Re-architecture For Bifurcated Eligibility Workflow. The
IFR, for the first time since enactment of H.R.1, establishes a mandatory three-
step sequential eligibility determination process” with distinct data inputs,
verification standards, and notice requirements at each step. A determination
made before working through each separate and distinct step produces a potential
procedural error subject to appeal and audit disallowance, and which would not be
correctable.

f. Inreliance on H.R.1 and CMS communications and guidance preceding the IFR,
AHCCCS’ current determination framework does not direct members through
three separate and distinct steps, and therefore does not provide the audit trail or
notice that the IFR appears to require. Complying with the new framework
established by the IFR would require AHCCCS staff to expend thousands of
additional hours and resources to perform eligibility determinations consistent
with the IFR.

g. The IFR’s proposed process adds considerable complexity to AHCCCS’s
Requests for Information (RFI) and decision letters® because the IFR requires
more dependencies and variables to generate compliant letters. This added
complexity arises from the IFR’s requirement that notices reflect a prescribed,
multi-step sequential determination process with distinct verification standards
and outcomes at each stage. Compliance with these requirements necessitates the
development of system logic to account for multiple conditional variables and to
generate legally compliant notice content, requiring substantial system
reprogramming and extensive testing to ensure accuracy and prevent erroneous

2 The IFR requires states to process the adult expansion population through three sequential separate and
distinct eligibility steps before determining whether an individual meets the requirements through
qualifying activities and finally reaching a coverage decision: First, determine whether the individual is
categorically excluded from community engagement requirements; second, determine whether the
individual is an applicable individual subject to those requirements, and third, determine whether a
mandatory exception or hardship exemption applies. See 42 CFR 435.558(b)(2).

3 Requests for Information (RFIs) are formal written notices issued by the agency requesting additional
information or verification necessary to complete an eligibility or compliance determination. Decision
letters are official written notices communicating the agency’s determination, including eligibility,
exemption, or compliance status, and any associated rights to appeal, consistent with applicable Medicaid
notice and fair hearing requirements.
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eligibility determinations or improper adverse actions. These provisions prescribe
operational steps for applying the policy, which is normally at the discretion of
the state to ensure states can operationalize policies in a way that best meets the
unique populations and needs of each state.

h. To put the impact of the IFR into context, Arizona estimates that more than
429,000 adult expansion members, including an estimated 250,000 “applicable
individuals” will be subject to the new community engagement requirements
under H.R. 1. Of the 250,000 “applicable individuals,” approximately 29% of
members (about 72,000 members) are estimated to already lack sufficient claims
history for the preceding 12 months required under the IFR for ex parte medical
frailty determinations and will have to obtain provider documentation to establish
eligibility for an exemption.

1. It is estimated that more than 70% of “applicable individuals” have substantial
claims histories under H.R. 1 to support determinations of medical frailty, but the
IFR now makes those histories insufficient. As a result of the IFR, which requires
functional impairment verification in addition to the existence of a qualifying
medical condition, AHCCCS and the affected individuals must now obtain
additional documentation establishing a dual requirement: both the existence of a
medical condition and the resulting functional impairment that limits compliance
with community engagement requirements.

J. Arizona’s claims data suggest approximately 34% of “applicable individuals” had
25 or more claims in the past 12 months and 10% had more than 100 claims.
Thus, nearly half of “applicable individuals” have moderate to high healthcare
utilization and are therefore more likely to have significant chronic conditions,
functional limitations, or complex care needs. These individuals would likely
have been among the populations AHCCCS would have categorized as medically
frail without additional documentation.

k. The IFR now shifts the burden of proof for establishing inability to meet the
community engagement requirements onto these individuals, who may already
face significant health barriers. As a result, the IFR will likely require hundreds of
thousands of Arizonans to obtain additional clinical documentation which is
anticipated to substantially increase administrative costs, create delays in
exemption determinations, and elevate the risk that medically frail individuals are
hindered in reasonably satisfying community engagement requirements.

1. Arizona Providers Cannot Complete Additional Documentation to Establish
Medical Frailty. On May 4, 2026, AHCCCS convened a daylong workshop on
medical frailty with 75 chief medical officers and other leaders from Arizona’s
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Medicaid health plans, large hospital systems, rural and community hospitals,
community health centers, non-profit social service organizations, behavioral
health providers, and county health departments. Leadership from most Arizona
healthcare associations were in attendance, including the Arizona Alliance for
Community Health Centers, Arizona Association of Health Plans, Arizona
Council of Human Service Providers, Arizona Healthcare and Hospital
Association, Arizona Nurses Association, and the Health System Alliance of
Arizona.

m. After seven hours of discussion, the healthcare leaders in attendance unanimously
agreed that it was not practical or feasible for Arizona healthcare providers to be
asked to fill out documentation for hundreds of thousands of Arizonans seeking to
establish or maintain Medicaid eligibility. Providers conveyed concerns about
capacity, liability risks, and patient expectations that could give rise to conflicts or
dual relationships.

n. Providers also raised significant concerns about workforce shortages in almost
every health profession, and what this additional burden could do to already
lengthy wait times.

0. Verification Changes Create a Second Competing Modernization Effort. The
IFR’s new verification requirements effective January 1, 2028, do not align with
the 2027 implementation. Compliance with the 2028 requirements will require
extensive reprogramming of eligibility systems, building multimodal document
intake and retention infrastructure, and training thousands of eligibility workers,
providers, and community assistors on distinct categories with different
verification standards. Because planning and development must begin now,
AHCCCS faces two overlapping modernization initiatives with substantively
different requirements competing for the same staff, funding, and vendor capacity
and operational resources. Neither implementation timeline was designed to
accommodate concurrent modernization efforts of this scale, creating significant
execution risk and pressure on timelines that were not designed to run
concurrently. Both of these efforts are also competing with AHCCCS’s
mainframe modernization project, which must be completed during the same time
period, and has been planned for almost a decade. Unlike the Affordable Care Act
implementation, which AHCCCS had four years to complete, the IFR requires
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AHCCCS to build and implement two distinct and separate complex eligibility
processes within a six-month period.

THE IFR’S IMPLEMENTATION FAILURES EXPOSE ARIZONA TO SIGNIFICANT
COMPLIANCE AND AUDITING RISK AND FEDERAL FINANCIAL PENALTIES

11.

12.

13.

14.

15.

16.

The IFR introduces new eligibility categories, new documentation requirements, and a
new verification sequence, each of which creates new and independent sources of error
for Payment Error Rate Measurement (PERM) reviewers or other auditors.

CMS has not supplied AHCCCS with adequate documentation, system controls, reliable
data sources, or complete federal guidance to ensure AHCCCS has the necessary
information and adequate advance notice needed in order to become audit compliant.

AHCCCS cannot build a PERM or audit-compliant determination methodology for two
distinct eligibility processes (2027 and 2028), on a six-month timeline. This timeframe
does not permit the systems planning, design and development, staff training, and
operational testing and validation necessary to demonstrate adequate documentation and
quality controls.

Arizona is among the first cohort of states for which payment error rates will be
measured against the IFR’s new requirements under the PERM Review process,
considerably increasing Arizona’s particular audit risk in an evolving and
transformational process.

The IFR narrows the practical value of whatever good faith effort extension relief
remains. The rule indicates that CMS expects to grant only short extensions (up to six
months) and only to states that demonstrate “meaningful progress” with implementation
in 2026, at the discretion of the HHS Secretary. But CMS did not define “meaningful
progress.”

Given the added complexity and the unreasonable time in which the agency must comply,
AHCCCS faces a heightened risk of compliance and auditing errors.

Signed this 28" day of June, 2026.

/s/ Patricia Dennis

The paper document bears my original signature.
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EXHIBIT 2
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DECLARATION OF YINGJIA HUANG

I, Yingjia Huang, declare under the penalty of perjury pursuant to 28 U.S.C. § 1746 that
the following is true and correct:

I. I am a resident of California. I am over the age of 18 and have personal knowledge,
or knowledge based on review in my capacity as Deputy Director of Health Care Benefits and
Eligibility of information and records gathered by the California Department of Health Care
Services (“DHCS”) and its staff, of the matters set forth below. If called as a witness, I could and
would testify competently to the matters set forth below.

Professional and Agency Background

2. I am currently employed by the California Department of Health Care Services as
Deputy Director of Health Care Benefits and Eligibility (HCBE) I have held the Deputy Director
position since April 1, 2025. As Deputy Director, I am responsible for the development and
implementation of a portfolio of programs, which includes benefits and eligibility policies for the
Medi-Cal program. Prior to my appointment as Deputy Director, I served as Assistant Deputy
Director of HCBE since 2021 and was formerly the Assistant Division Chief of the Medi-Cal
Eligibility Division from 2018 to 2021. Throughout this time, I led the implementation of Medi-
Cal eligibility policies across the Medi-Cal program, providing direct oversight and monitoring
over all Medi-Cal eligibility policy and system operations as it relates to the administration of the
Medi-Cal program.

3. DHCS is the single state agency authorized to administer California’s Medicaid
program under Title XIX of the federal Social Security Act, referred to in California as “Medi-
Cal.” Medi-Cal provides low-income individuals with comprehensive healthcare coverage and

access to affordable, integrated, high-quality healthcare at no or low cost. Medi-Cal’s coverage
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includes medical, dental, mental health and substance use treatment, long-term services and
supports, and long-term care. Medi-Cal’s mission is to improve the overall health and well-being
of all Californians.

4. Medi-Cal insures over 14 million people, providing health coverage to children,
families, and older adults—including some of the most vulnerable residents in the state, such as
those experiencing homelessness, living with a disability, or who have a serious or complex
medical condition.

5. California administers the Medi-Cal program pursuant to federal law and
regulations as well as the terms of its federally approved State Plans and Section 1115
Demonstration Project. Medi-Cal receives federal Medicaid and Children’s Health Insurance
Program (CHIP) funding, known as “Federal Financial Participation” (FFP), which covers a
projected average of 61% of Medi-Cal’s expenditures on eligible enrollees based on State Fiscal

Year 2026-2027 data.

Medicaid Expansion in California

6. On January 1, 2014, California implemented Medicaid expansion under the
Affordable Care Act (the “ACA”). This expansion extended federally funded comprehensive
health insurance to low-income adults aged 19 to 64 with household incomes up to 133% of the
Federal Poverty Level, known as the Affordable Care Act Expansion group.

7. Enrollees in the Affordable Care Act Expansion group receive full, comprehensive
benefits that include hospital care, prescription drugs, mental health services, dental, family
planning, and preventive care. Currently, eligibility for the Affordable Care Act Expansion group
requires that an individual (1) be an adult 19-64 years old; (2) be an individual with satisfactory

immigration status; and (3) have household income less than or equal to 133% of the Federal
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Poverty Level (or 138% if the state chooses to include an optional 5% income disregard).
California elected to expand Medi-Cal to households with income less than or equal to 138% of
the Federal Poverty Level.

8. As of January 2026, approximately 4.7 million Medi-Cal members are enrolled in
the Affordable Care Act Expansion group. For the upcoming 2026-2027 state fiscal year, the state
is projected to receive approximately $42,482,000,000 in FFP funding for the Affordable Care Act

Expansion group.

CMS’s Pre-IFR Guidance to California

0. My staftf'and I at DHCS have been closely following enactment and implementation
of H.R. 1, in particular Section 71119, which imposes novel work or community engagement
requirements for adults covered under the Medicaid expansion provisions of the ACA (the “work
and community engagement requirements”).

10.  Prior to the enactment of H.R. 1, the Medicaid program has never required
financially eligible individuals to work, volunteer, or meet other community engagement
requirements to establish Medicaid eligibility. Consequently, Medi-Cal does not have in place
systems by which to verify work, volunteer, or other community engagement activities.

11. Since November 2025, CMS has been providing guidance on expected work and
community engagement requirements policy. On November 19, 2025, CMS presented a slide deck
on work and community engagement requirements, which was later provided to states on
December 4, 2025.

12. CMS has a practice of providing guidance to states, outside of formal rulemaking,
to assist states in complying with urgent and significant changes in federal Medicaid law. In the

absence of regulations, California has for many years relied on CMS guidance, and the associated
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slide decks and other materials, to determine how to comply with new laws, implement
operational, system, and process changes, and, ultimately, avoid financial penalties that those laws
imposed for noncompliance.

13. California likewise relied on the guidance shared by CMS concerning H.R. 1, and
I understand that other states did as well. Regarding the definition of medical frailty, CMS
indicated that it intended to “use a definition ... similar to that described in regulations at 42 CFR
§ 440.315(f),” which is a regulation whose language closely resembles the H.R. 1 language. CMS
also stated that it expected to allow verification of medical frailty through “medical claims data
review or provider documentation, or completion of a screening tool.”

14.  Atno point between the passage of H.R. 1 in July 2025 and the promulgation of the
Interim Final Rule in June 2026 did CMS indicate that it would require “medically frail”
individuals also to have a significant impairment to their ability to comply with the work and
community engagement requirements. Nor did CMS indicate that states would need to verify that
a member had such a significant impairment when determining eligibility for the medical frailty
exclusion.

15. Regarding use of self-attestation to verify medical frailty, while initially CMS
signaled that only limited use of self-attestation would be permitted, CMS later indicated on or
around March 2026 that self-attestation would be an acceptable verification method when data was
not available.

16. In March 2026, CMS reiterated that states may use auditable self-attestation in the
absence of claims data. CMS specifically noted that states could use such an auditable self-
attestation “to confirm ongoing medical frailty” in addition to when a member newly identifies as

medically frail. CMS also noted that States should be able to reassess individuals for medical frailty
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at redetermination, even without extensive claims history, based on new information such as a
major life event. At no point did CMS indicate members would be limited to only one self-
attestation per enrollment period, even if they developed multiple sequential medical frailty
conditions.

17. On Friday, May 1, 2026, during the work and community engagement requirements
workgroup call, CMS showed states a slide deck that included a definition of the medical frailty
exclusion. These slides did not mention any requirement that an individual’s medically frail
condition would need to impair their ability to comply with work and community engagement
requirements.

18. On or about Wednesday, May 6, 2026, CMS informed states that information
conveyed on the Friday, May 1, 2026, call should not be acted upon, and was subject to change.

19.  Inresponse to this and concerns that CMS would change its policy direction related
to work and community engagement, Medi-Cal sent an email to CMS on May 27, 2026, conveying
Medi-Cal’s concerns with limiting the definition of medically frail and the use of self-attestation.

(See May 20 Email to CMS from DHCS, Exhibit A.)

CMS Issues the Interim Final Rule

20.  On June 1, 2026, CMS promulgated the Interim Final Rule (“IFR”) relating to the
work and community engagement requirements. The IFR includes several surprising provisions
that are vague, differ substantially from CMS’s prior guidance, and are more restrictive than
statutory language. These provisions also will be very challenging and costly for Medi-Cal to
implement before January 1, 2027, and are expected to cause significant harm to members and

Medi-Cal once implemented. These provisions include the following:
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Medically Frail Definition

21.  With respect to the medically frail exclusion, the IFR added a new requirement that,
in addition to falling into one of the five categories enumerated in H.R. 1, a “medically frail”
individual must also be “an individual whose physical, mental, or other behavioral health condition
significantly impairs the individual’s ability to comply with the work and community engagement
requirements.” 42 CFR § 435.554(¢c)(5)(1).

22. This “significant impairment” requirement does not exist in the text of H.R. 1
Section 71119. See Social Security Act § 1902(xx)(9)(A)G)(I)(V) [42 U.S.C.
1396a(xx)(A)(11)(II)(V)]. In a webinar and slide deck presented to state Medicaid agencies on June
9, 2026, CMS acknowledged that, in addition to the statutory requirement that an individual meet
the definition of medically frail supplied by Congress in section 71119, as codified at, 42 U.S.C. §
1396a(xx) (section 1902(xx) of the Social Security Act), the IFR also requires that the individual
be significantly impaired in their ability to comply with community engagement requirements in
order to be considered medically frail. CMS cited no statutory basis for this second, new
requirement.

23. Additionally, the “significant impairment” requirement was not mentioned in any
CMS written or verbal guidance before the IFR was published, up to and including the CMS
guidance about medical frailty provided to states as recently as May 1, 2026.

24. The IFR provides very little concrete guidance for states about how to verify
whether an individual meets this new “significant impairment” requirement. However, the IFR
does indicate that, in general, states cannot rely solely on diagnosis or condition codes, because
doing so “would risk sweeping in individuals whose conditions do not significantly impair their

functional capacity.” 91 Fed. Reg. 33,373 (June 3, 2026). This is in direct conflict with prior
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guidance provided by CMS that states may use claims-based data to verify whether an individual
meets the medical frailty exemption in general. Instead, the IFR says that states should verify
medical frailty using information from “multiple domains,” to determine a member’s
“condition([s], utilization of services ... and their level of impairment.” 91 Fed. Reg. 33,406 (June
3, 2026). It also suggests that states could use “algorithms using administrative claims data that
assign acuity scores to individuals,” id., but does not explain what administrative data a state can
use or what would be an acceptable analysis of such data.

25. Since the IFR’s release, CMS has told states that it is developing significantly more

guidance on the medically frail exclusion. However, this guidance has not yet been provided.

Self-Attestation

26.  Unlike the guidance provided by CMS through fall 2025 and spring 2026, which
indicated that an “auditable self-declaration” could generally be used when reliable data was
unavailable, see supra 9 15-16, the IFR significantly limits the occasions when an individual may
rely on self-attestation to demonstrate compliance with work and community engagement
requirements. It does so using a complex and limiting framework (that changes again after the first
year of implementation) that will be harmful for members and difficult to implement.

217. Thus, the IFR significantly limits members’ ability to self-attest to work and
community engagement eligibility factors after January 1, 2028. Of note, several work and
community engagement eligibility factors are ones where documentation is unlikely to be
available, such as whether a parent provides “some level of care” to their child (42 CFR §
435.554(a) (definition of “parent”)); or the precise number of hours that a family caregiver

provides assistance to a child or disabled individual (42 CFR § 435.554(c)(3)(1)(C)).
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28.  Under Section 1902 of the Social Security Act and 42 CFR § 435.916, state
Medicaid agencies are required to periodically (at least annually) conduct a complete
redetermination of an individual’s Medicaid eligibility, commonly called a “renewal” or “renewal
cycle.” The Social Security Act does not recognize a “period of enrollment.” That concept is used
in a way that hinders states’ operational efficiencies, puts medically at-risk members in danger of
losing Medicaid coverage, and treats patients differently based on when in this period their medical
impairment may arise.

29.  Arenewal cycle lasts at most 12 months (or when section 71107 of H.R. 1 takes
effect, 6 months for certain individuals). In contrast, under the IFR’s newly introduced construct,
a period of enrollment can last several renewal cycles as long as the individual remains enrolled
in Medicaid.

30.  Under 42 CFR § 435.916, a renewal of Medicaid eligibility is a de novo review of
all eligibility factors, except where prohibited to protect member eligibility (e.g., Medicaid
agencies cannot require an individual to reverify citizenship under 42 CFR § 435.956(a)(4)(i1)).
However, the IFR creates different sets of rules that the state must apply in conducting eligibility
determinations related to the work and community engagement requirements based on whether an
individual is within a period of enrollment and whether, during that period, the individual has
previously submitted a self-attestation. This distinction on when self-attestation can be used
exacerbates the operational complexity the state faces in implementing the requirements with
fidelity and increases the risk of confusion on the part of the members.

31. Prior to the IFR and the introduction of the new concept of a “period of enrollment,”
the use of self-attestation or a failure to verify an eligibility factor in a previous renewal cycle

would not adversely impact an individual in their current renewal.
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32.  Furthermore, there is no lockout period or other prohibition on reapplying for
Medicaid after an individual has been disenrolled for failure to verify compliance with or
exemption from the work and community engagement requirements. Therefore, an individual who
is prohibited from self-attesting to medical frailty for a second time in the same enrollment period
and is subsequently terminated because the individual cannot verify medical frailty, can reapply
once fully disenrolled and use self-attestation again at the start of a new period of enrollment. As
such, the IFR will likely increase disruptions to an individual’s continuity of healthcare, increase
costs and complexity to the state in implementing the rule, and, at the same time, fails as a

meaningful work incentive or program integrity measure.

Data Feed Integration

33. The IFR places very broad requirements on states to identify reliable data sources
for verifying work and community engagement eligibility factors. The IFR requires Medicaid
agencies to use “reliable information available to the State” to verify eligibility, which it defines
as “information necessary for determining [work and community engagement requirements]
eligibility to which the agency has access or should have access.” 42 CFR § 435.557(b) (emphasis
added). The IFR thus appears to require states to seek out and, where feasible, incorporate data
sources for every factor of work or community engagement, even though such factors are
numerous, have non-centralized data, and often relate to areas that Medicaid agencies have never
assessed before, such as school attendance, community volunteer work, and job program
enrollment. While CMS has previously indicated there would be a phased approach to adding data

sources, see 11/19/2025 CMS slide deck pg. 28, the new regulation does not expressly permit this.
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Short-term Hardship Exceptions

34.  H.R. 1 allows States to apply exceptions for certain short-term hardship events.
These short-term hardship events include receiving inpatient medical services, residing in a county
where an emergency or disaster has been declared by the President or where there is high
unemployment, or traveling outside one’s community for necessary medical services. See 42
U.S.C. § 1396a(xx)(3)(B).

35. The IFR provides that the short-term hardship exception requires a new applicant
to demonstrate the exception “for at least one, but not more than 3 consecutive months, as specified
in the State plan, immediately preceding the month of application.” 91 Fed. Reg. 33473 (emphasis
added). An applicant cannot demonstrate the exception for the same month in which they apply to
Medicaid.

36. This requirement ensures that newly eligible individuals experiencing hardship
events will have to wait at least until the start of the following month to receive necessary coverage,
likely foregoing necessary care in the meantime or further straining our emergency health care

system.

Other

37. Several of the timelines set out in the IFR do not take account of the fact that
providers have 12 months to submit claims data. For determinations that are supposed to be made
regarding the preceding year, Medi-Cal may not even have the relevant claims data. Once again,

this provision will increase the risk of coverage loss for otherwise eligible individuals.

DHCS’s Efforts to Implement the Work and Community Engagement Requirements Before
and After the IFR Issued

10
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38.  Immediately following the enactment of H.R. 1, DHCS recognized that it would be
extraordinarily challenging to complete the necessary system and process changes required by the
August 31, 2026, notice deadline and January 1, 2027, implementation dates, given the magnitude
of changes needed to implement the work and community engagement requirements and the short
period of time afforded by H.R. 1. Therefore, immediately after H.R. 1 was passed in July 2025,
DHCS began immediate work to prepare to comply with work and community engagement
requirements.

39.  Beginning in August 2025 and continuing until the release of the IFR, DHCS based
its policy and system determination on the statutory language and the subregulatory guidance
provided by CMS, as detailed above. Based on this guidance, DHCS has already done the
following:

e DHCS released an All County Welfare Director’s Letter (ACWDL) 25-30
(December 30, 2025) that provides preliminary guidance on work and community
engagement requirements for California’s 58 local county offices.

e DHCS helped develop an end-to-end system design in the California Healthcare
Eligibility, Enrollment, and Retention System (CalHEERS) and the California
Statewide Automated Welfare Systems (CalSAWS). Collectively, the two systems
include the business rules to determine eligibility based on the work and community
engagement requirements. The system design completion date for the work and
community engagement requirements was May 8, 2026. This has been
communicated to CMS’s Data & Systems Group on DHCS’s “Community
Engagement Project Plan and Roadmap” update as part of the biweekly meetings

between CMS and DHCS on work and community engagement system readiness.

11
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The most recent submission of this deliverable from DHCS to CMS was May 8§,
2026.

e As of June 1, 2026, the two systems are in the midst of system testing, which is a
standard phase of the System Development Life Cycle for large information
technology systems. System testing occurs once design is complete. It is a
validation of business rules, workflows, data, and internal interfaces.

e Asshared with CMS’s Data & Systems Group in the biweekly meetings, California
has built out a full system release schedule that outlines all the critical milestones
for system implementation, with full user acceptance testing (the final phase of
testing) anticipated on September 4, 2026, and a deployment of the work and
community engagement functionality on September 21, 2026, pending a
declaration of system readiness by DHCS.

e DHCS provided a system demo for CMS’s Data & Systems Group on May 28,
2026, on the completed system design (still in testing) as part of the CMS request
and review of California’s system readiness as it relates to work and community
engagement requirements.

e DHCS provided CalHEERS technical and functional system design artifacts for
work and community engagement requirements to CMS’s Data & Systems Group
via CMS’s Box online functionality on June 2, 2026.

e DHCS developed multiple draft notice of action snippets, outreach notices, a
medical frailty screener and application insert that went through extensive
community and stakeholder review, and user testing and readability. Notice of

action language and the renewal form with work and community engagement

12
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requirements have been translated into 19 Medi-Cal threshold languages and are
already being programmed into the CalSAWS eligibility system.

e DHCS has begun text messaging to members to alert them that their Medi-Cal
eligibility will become dependent on their compliance with work and community
engagement requirements starting in January 2027.

e DHCS developed Medi-Cal budget estimates for system costs, county
administration for workforce needs, and caseload projections.

40.  With respect to implementing the medically frail exclusion in particular, DHCS has
worked extensively with clinical and systems personnel to build a process to identify individuals
who could be considered “medically frail.” This system is based largely on claims data, in line
with prior CMS guidance to “verify medical frailty” based on a “medical claims data review or
provider documentation.” Nov. 19, 2025, CMS Slide Deck, page 11; see also slide 17 (“medical
frailty status ... available through claims data”). DHCS developed processes to convey that
information to eligibility systems.

41.  DHCS faces several urgent deadlines with respect to implementing work and
community engagement requirements. DHCS must apply work and community engagement
requirements to applications as of January 1, 2027, and to do this, DHCS needed to substantially
finalize eligibility system requirements by May 8, 2026, in order to enable full system deployment,
with appropriate testing (which began in March and is scheduled to be ongoing through September
4, 2026). After May 8, 2026, DHCS has only limited ability to make further system changes for
use by January 1, 2027. Moreover, DHCS is required by H.R. 1 to issue notices in August 2026
addressing the changes occasioned by the IFR. In order to issue those notices in a timely fashion,

DHCS needs to begin sending information to members by July 2026. The draft of the notice had

13
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to be finalized by March 2, 2026, given the length of time needed for user testing, readability,
community review, and translations into 19 Medi-Cal threshold languages.

42.  Nevertheless, DHCS still lacks clarity on several crucial issues from the IFR. While
the IFR says that DHCS will need to evaluate whether a member’s medical condition significantly
impairs their ability to work, CMS has provided only the most limited guidance about how DHCS
should determine this. While CMS has said more subregulatory guidance will be provided, DHCS
must develop its eligibility systems and processes without knowing what this future guidance is—
bearing the risk that the future guidance will conflict with its system development. This lack of
clarity impacts not only DHCS, but also the messages that DHCS can provide its members: if
DHCS does not understand what it means for a medical condition to “significantly impair” a
member’s ability to work, it cannot educate its members about how to demonstrate compliance
with this requirement. Finally, the IFR does not clarify which data sources DHCS is required to
have integrated as of January 1, 2027, and which can be integrated later. DHCS requires clarity on
these issues in order to implement community engagement requirements in a timely fashion and
to ensure that its members are prepared for this implementation.

43. Of note, if DHCS is found to have built its systems inconsistently with CMS’s
incomplete and as-yet unissued guidance, the potential consequences are significantly heightened.
If DHCS is found to have not configured its systems quickly enough or configured its systems
inconsistently with CMS’s eventual guidance, it could face negative audit findings and significant
financial penalties under H.R. 1 Section 71106. In other words, at the same time that financial
consequences for not complying with guidance are rising, CMS’s failure to issue clear and timely
guidance on work and community engagement requirements is making it harder for California and

other states to comply.

14
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Human Costs of Work and Community Engagement Requirements, Made Worse By the IFR

44. The purpose of the Affordable Care Act (ACA) was to ensure that low-income
individuals receive comprehensive healthcare coverage and have access to affordable, integrated,
high-quality healthcare at no or low cost. However, the work and community engagement
requirements included in H.R. 1 are expected to result in large-scale disenrollment of members,
including members who are eligible but cannot verify their eligibility.

45.  As part of DHCS’s caseload projections before the IFR release, caseload data
suggest that at least 1.1 million of Medi-Cal’s Affordable Care Act Expansion members or 23%
will be disenrolled due to not providing responsive documents after the ex parte process as part of
the work and community engagement process. Because the IFR goes beyond H.R. 1, stripping
away the protections provided in H.R. 1 to the medically frail and adding new limitations on self-
attestation that do not appear in H.R. 1, this analysis likely underestimates the impact to members.

46.  Indeed, DHCS expects the “significant impairment” requirement to result in more
members losing coverage than would otherwise have lost coverage under the statutory definition
of medically frail. This is either because their condition may not meet the IFR’s additional, non-
statutory “significant impairment” threshold, or because they cannot obtain the proof required to
demonstrate their ability to work is significantly impaired. The ‘“significant impairment”
requirement will also likely increase member confusion. Medi-Cal members may think they do
not qualify as “medically frail,” given the added complexity, and DHCS may see an increase in
non-responses from members and decreased rates of application.

47. The “significant impairment” requirement will also likely decrease the number of
people DHCS can automatically verify as medically frail, because, under the IFR, the ex parte

verification process will generally require not just a diagnosis code, but also other data on
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utilization of services and level of impairment, see 91 Fed. Reg. 33,406 (June 3, 2026), which may
not be available for many renewing members. This will further increase coverage loss because
individuals will need to provide documentation or additional information to successfully renew.
Finally, members with complex medical conditions can see fluctuations in their symptoms from
day-to-day or month-to-month, which will make it even more difficult to assess whether their
condition meets the “significant impairment” threshold.

48.  Members with conditions that meet the statutory categories of medical frailty, but
who lose coverage due to inability to document CMS’s additional “significant impairment”
requirement may return to Medi-Cal sicker and costlier for the loss of health coverage to treat and
manage their conditions. This type of “churn” in Medicaid enrollment both raises costs for Medi-
Cal and decreases quality of care for members.

49.  DHCS expects the IFR’s limitations on self-attestation to increase member
confusion and coverage loss as well. In DHCS’s experience, the requirement to obtain third party
documents to demonstrate eligibility creates a procedural hurdle that increases termination rates
for otherwise eligible members. Thus, as self-attestation tightens, DHCS expects that more
members who are actually eligible will be disenrolled simply because they are unable to meet the
paperwork requirements to demonstrate their eligibility.

50. DHCS also expects the “once per enrollment period” limitation on medical frailty
self-attestations to particularly harm members with multiple medically frail conditions, especially
those who develop one medically frail condition, recover from it, and then develop a second
medically frail condition during the same enrollment period. For example, a member could be
diagnosed with cancer and self-attest to medical frailty on that basis, and then later (while still

enrolled in Medi-Cal) develop an auto-immune disorder. Under the IFR, assuming
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continuous Medicaid coverage during that period, the member could not self-attest to medical
frailty based on the auto-immune disorder and thus could lose coverage if they could not obtain
documentation for this diagnosis.

51.  DHCS is statutorily required to provide notice to members regarding the changes
occasioned by the IFR on or before August 31, 2026. 42 U.S.C. 1936a(xx)(8)(A) (directing States
to begin outreach no later than four or more months before December 31, 2026). At present, DHCS
is uncertain as to how, for example, a member might establish that they are medically frail.
Accordingly, the content of this notice will not have the clarity required to communicate to
members how they can comply with the new requirements.

52.  DHCS has spent years conducting outreach and building relationships with Medi-
Cal enrollees. Confusion over eligibility determinations risks harming that relationship and
lowering institutional trust. Members who do not understand why they were disenrolled or what is

required to be eligible may simply forego coverage.

Administrative, Operational, and Financial Burdens on California

Burdens on DHCS

53. Because CMS had never before imposed work and community engagement
requirements across eligibility categories, Medi-Cal’s eligibility system was not built to support
these requirements and is not easily configured to incorporate the numerous eligibility factors
necessary to evaluate work and community engagement. As of June 1, 2026, California requested
approximately $78 million Total Funds, or approximately $59 million Federal Funds and $19
million state General Funds, to build system changes to support work and community engagement.
With the newly released IFR, California is expected to request more funds to support operational

and system build, in addition to funding to support additional workforce at the county level for
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Medi-Cal case management as a result of work and community engagement requirements. The
total amount of additional state funds is unknown at this time.

54.  With respect to the medical frailty exclusion, the surprising additional “significant
impairment” requirement—plus the uncertainty of what it means and how to implement it—will
require DHCS to rapidly change its operational approach and systems development. In addition to
analyzing, developing and implementing new ways to evaluate medical frailty, DHCS may need
to integrate new data sources to evaluate members’ eligibility for the medical frailty exclusion,
which will add development costs as well as potential costs from accessing new data. As more
individuals are impacted and denied coverage or disenrolled as a result of this requirement, DHCS
expects more calls, more documents to process, and more appeals of adverse actions. And finally,
in addition to the costs of operationalizing this new requirement, DHCS will also incur the cost of
educating its members, staff, county eligibility workers, and other stakeholders about what the
requirement means and how it can be met.

55. DHCS also expects the new, complex, and variable limitations on self-attestation
to increase its operational complexity. These limitations will make it harder to train staft, vendors,
assisters, and community organizations on eligibility processes. As with the medical frailty
exclusion, DHCS expects the self-attestation limitation to lead to more calls, more documentation
to be scanned and reviewed by staft, and more denials and disenrollments that, themselves, lead to
more calls and appeals. In addition, the change in the self-attestation rules from 2027 to 2028 will
require additional system development, training, and outreach and education to accommodate the
new 2028 rules. Planning for these 2028 system adjustments and communications must start now

in order to be ready in time for 2028.
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Burdens on California

56. The burdens from work and community engagement requirements imposed by H.R.
1 and made worse by the IFR fall not just on DHCS, but on California more generally. As noted
above, Medi-Cal members will likely face increased denials and disenrollments even when they
are working or eligible for exclusion —and, due to the “significant impairment” requirement for
medical frailty, many of those disenrollments could be of some of Medi-Cal’s most medically
needy members. The IFR will have a disproportionate impact on members with disabilities and
chronic health conditions who are enrolled in the Affordable Care Act Expansion. California’s
budget will suffer harm due to loss of federal matching funds when eligible individuals lose
Medicaid coverage. As the uninsured rate increases, there will be a greater financial strain on
providers — in particular rural, community, and safety net hospitals as well as community health
centers — that will be called upon to provide even greater levels of uncompensated care.
Furthermore, individuals who are disenrolled from Medi-Cal will likely lose access to primary and
preventive care — and care necessary to treat their statutorily recognized medical conditions —
resulting in more individuals seeking high-cost, emergency care. In addition, the lack of
preventative care will result in increased communicable disease outbreaks and more strain on
DHCS. Most importantly, DHCS expects poorer health outcomes across California, as fewer
people will be able to access appropriate care and manage chronic conditions.

57. In addition, DHCS expects that the new medical frailty requirements—both the
“significant impairment” requirement and the limitations of medical frailty self-attestation—will
place a significant administrative strain on treating healthcare providers. In order to support
members seeking medical frailty exemptions, providers may need to devote time to providing

documentation to demonstrate that a member is medically frail and significant impairment in the
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ability to work. This will require providers to take time away from their patient care and increase

administrative strain on providers, adding to healthcare costs and impacting access to care.

I declare under penalty of perjury under the laws of the United States that, to the best of
my knowledge, the foregoing is true and correct.
Executed this 28th day of June 2026.
/s/Yingjia Huang

Deputy Director,
Health Care Benefits and Eligibility
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EXHIBIT A



Case 1:26-cv-12962-DLC  Document 6-2  Filed 06/29/26 Page 23 of 28

From: Huang, Yingjia@DHCS

To: Arcenas, Mary (CMS/CMCS

Cc: Sadwith, Tyler@DHCS; Freeman, Michael@DHCS; Crow, Sarah@DHCS; Stephens, Jessica O. (CMS/CMCS);
daniel.brillman@cms.hhs.gov; AnneMarie.Costello@cms.hhs.gov; caprice.knappl@cms.hhs.gov

Subject: RE: [External]California 5/20/26 CE Update

Date: Wednesday, May 27, 2026 12:43:00 PM

Attachments: image001.png

Hi Mary,

Thanks for the notes from our biweekly check-in on May 20, 2026. As iterated on our call when
discussing the content of the demos that California is preparing to share with CMS on May 28,
2026, we want to reiterate in writing our significant concerns should CMS materially alter its prior
guidance on Medicaid work requirements in the forthcoming interim final rule (IFR) due June 1,
2026 with respect to medical frailty and self-attestation. DHCS has relied extensively on CMS's
preliminary guidance over the last several months to design, build, and operationalize major
programmatic, systems, and staffing changes needed to comply with H.R. 1 by January 1, 2027.
To the extent the forthcoming IFR includes these substantial shifts, we believe those new policies
would be inconsistent with the statutory requirements of H.R. 1, increase the risk of unintended
coverage loss for eligible Medi-Cal individuals, and upend California’s policy and operational
planning efforts — making it extremely difficult for the State to meet the federal requirements by
January 1, 2027. The following lays out California’s Department of Health Care Services’ (DHCS)
significant concerns.

Recently, we have heard that CMS may be narrowing the statutory "Medically Frail” exemption to
apply to individuals who cannot work due to their condition. We have significant concerns with
this change. This approach seems to depart from the definition set forth in H.R. 1, which identifies
specific clinical conditions, including serious or complex medical conditions, disabling mental
health disorders, substance use disorders, and disabilities, without linking eligibility to work
capacity. Specifically, Section 1902(xx)(9)(A)(ii)(V) of the Social Security Act enumerates specific
clinical conditions as the basis for the medical frailty exemption, without reference to individuals’
ability to work. By contrast, we note that for certain other federal programs, such as SNAP or SSI,
Congress expressly links eligibility to an individual's ability to work — reinforcing that Congress
clearly intended to exempt individuals who have the conditions outlined in H.R. 1, regardless of
their work capacity.

Further, California has necessarily relied on CMS's earlier guidance on medical frailty permitting a
comprehensive, data driven approach to identifying medically frail individuals using diagnostic,
procedural, and prescription information. California’s approach has been both consistent with
CMS's guidance and the statutory definition of “medically frail” under H.R. 1. A pivot toward
manual, documentation-based assessments would require California to completely reengineer
our currently developed systems, workflows, and staffing — even, potentially, requiring provider
or eligibility worker certifications that would seem to upend this data-driven approach and
transform medical frailty to a largely manual, paper-based system that we have not been
planning for. Many states, including ours, would be unable to operationalize these changes by
January 2027.

Regarding the possible elimination of the self-attestation flexibility, CMS’s Minimum Viable
Product written guidance (December 2025) —which required all states to develop an operational
workplan and provide a monthly report — permitted states to rely on self-attestation when data
were unavailable for determining work requirement compliance or exemption. California has built
this flexibility into its system to meet the statutory deadline. This flexibility is not merely a matter
of CMS policy discretion - Section 1902(xx)(3)(A) of the Social Security Act expressly permits
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states to elect not to require individuals to verify information resulting in an exemption. If the IFR
removes or severely limits this option, members will face new significant documentation burdens,
increasing the risk of avoidable coverage loss. States would need to build new verification
workflows, train eligibility staff, and redesign IT functionality — changes that cannot be completed
within the statutory timeframe.

If CMS's IFR diverges materially from its preliminary guidance, California will likely be unable to
meet the statutory deadline despite significant good faith efforts and months of preparation
since H.R. Twas enacted and since CMS issued its initial guidance. Implementing new processes
on this significantly shortened timeline would heighten the risk of systems errors, improper
terminations, and administrative failures affecting eligible individuals. DHCS anticipates that any
major shift in direction at this stage could delay implementation by 18-24 months.

For the past several months, DHCS has advanced major systems, operational, and staffing work
based on CMS's preliminary guidance. Several critical work requirements-related system builds
are already nearing completion, with expected go-live dates aligned to the statutory January 1,
2027, implementation timeline. Many of these components are already in final development and
testing phases, with critical dependencies on prior CMS guidance. This includes the application &
eligibility systems (CalHEERS / CalSAWS), data analytics & reporting, eligibility determination
logic, and ex parte renewal logic. These components are all scheduled for deployment in
September 2026, to be ready for activation on January 1, 2027.

CMS was aware throughout this period that California and other states were making time-
sensitive, largely irreversible implementation decisions, including vendor contracts, IT builds, and
staffing commitments, in direct reliance on its guidance, and continued providing that guidance
without any indication that a material policy shift was under consideration. The reliance is
embedded in systems that are already in final development and testing.

These system components form the core infrastructure needed for California to administer work
requirements. Each system component represents substantial state investment and has
proceeded based on CMS's earlier verbal and written guidance. Any major shift in federal policy
at this stage, particularly concerning medically frail identification, self-attestation, or verification
requirements, would require reengineering multiple system modules already approaching
finalization, jeopardizing California’s ability to meet the statutory deadlines.

Given these dynamics, DHCS is deeply concerned that significant late-stage policy shifts will
increase coverage losses among eligible individuals, particularly those with disabilities and
chronic or complex medical needs, introduce avoidable administrative barriers through new
documentation requirements, and create operational instability during a major programmatic
transition affecting millions of Californians.

In light of these concerns, DHCS respectfully requests that CMS maintain consistency with its
preliminary guidance and the requirements of H.R. 1 with respect to medical frailty and self-
attestation. To the extent CMS intends to finalize any significant changes that are both necessary
and consistent with H.R. 1, it must provide states with adequate lead time to redesign systems
and operations. California will likely to pursue a good faith waiver if material changes are
finalized in the interim final rule that substantially diverge from the significant investment the
State has made in reliance on CMS' prior guidance and the practical inability of reengineering
nearly complete systems within the statutory timeframe. We request that CMS provide states with
a transparent process for requesting good faith waivers, including clear criteria and timelines.

California remains committed to implementing H.R. 1in good faith while upholding coverage
protections for eligible residents. To succeed, states require, at minimum, clarity and stability in
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CMS' policy direction. Abrupt changes at this stage risk undermining both states’ ability to
comply and member access. As a steward of federal Medicaid funds and an administrator
responsible for coverage continuity for millions of eligible Californians, DHCS has an obligation to
raise these operational and legal concerns directly, and urges CMS to provide the policy stability
necessary for states to implement H.R. Tin a manner consistent with both the statute and sound
program administration.

Thank you,
Yingjia

Yingjia Huang | Deputy Director

Health Care Benefits and Eligibility (HCBE)
California Department of Health Care Services
Office: (916) 954-1097

Executive Assistant’s Email: Vibha.Chandra@dhcs.ca.gov

PHCS

From: Arcenas, Mary (CMS/CMCS) <mary.arcenas@cms.hhs.gov>
Sent: Wednesday, May 20, 2026 1:16 PM

To: Huang, Yingjia@DHCS <Yingjia.Huang@dhcs.ca.gov>; Crow, Sarah@DHCS
<Sarah.Crow@dhcs.ca.gov>; Freeman, Michael@DHCS <Michael.Freeman@dhcs.ca.gov>; Ly,

Jenny@DHCS <Jenny.ly@dhcs.ca.gov>
Subject: [External]California 5/20/26 CE Update

Good afternoon, DHCS Partners,

Thank you for the Community Engagement (CE) updates shared today. Below is a summary of our
discussion.

Demo

® The group confirmed May 28, from 12:00-1:00 p.m. Pacific Time, for an overview of the end-
to-end application process flow based on the HR1 requirements. The session will not
include a live demonstration; instead, it will feature a recorded walkthrough of the
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application flow using the CalHEERS sandbox environment. Yingjia will lead the session,
with support from Sarah, Michael, project staff, and Deloitte.

® The dates for the four additional demonstration sessions, scheduled approximately one
month apart, are tentative and subject to change.

® Yingjia will send Mary an email before the May 28 session outlining the objectives, scope,
and relevant assumptions or limitations to help align expectations.

® Mary shared the general process flow for the demonstration sessions.

O Before the session, the state project team will identify the MVP checklist items to be
covered during the demonstration and confirm participation by state policy and IT
staff.

O During the demonstration:

B Conductroll call.

B The state will identify the applicable MVP checklist items and any associated
acceptance criteria.

B |fissues are identified during the discussion, including demonstration gaps,
defects, orincomplete workflows, the state should:

B Describe whatis not working or is not aligned with expectations.
B Explain the root cause, if known.

B Provide aremediation plan and timeline.

B Confirm whether updates to the project plan are needed.

O Upon completion of the demonstration:

B Mary will ask state policy staff whether the released functionality meets
expectations for the intended functionality based on the state’s current
understanding.

B Confirm action items and follow-up questions.

APD

® Two As-Needed APDs will be submitted in June:
O CalHEERS: Updates related to Equifax and Truv. Truv will provide verification data for
gig workers.
O MCED: Updates for county eligibility workers, including DDI and operational costs.
The APD will also include a contract for surge staffing.
B CMSis having internal discussions regarding 28G/H and will follow-up with the
state
O Separate MDBT is needed for DDI system costs.

National Student Clearinghouse
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® National Student Clearinghouse (NSC) data will be available through a subscription with
Equifax.

® NSC data will not be available for the January 2027 MVP release. The September 2026
release is already at capacity and could not accommodate the NSC integration. According to
the tentative release timeline, integration testing is scheduled to conclude on January 15,
2027, with a targeted release date of February 22, 2027.

® Yingjia met with CMS Emmy representatives and determined that this is not the preferred
approach.

® Mary shared that NSC and the VBA Disability APl will be added to the hub. Additional details
regarding the timeline will be provided later, but CMS is working to incorporate these
capabilities before the CE requirements take effect on January 1, 2027.

® The state team expressed concern that the project schedule is already significantly
compressed and that testing any new hub-related data integrations will be challenging.

Project Progress

® The project remains on track, with no schedule changes, blockers, or issues reported.
However, the state team highlighted the significant risk to MVP delivery depending on
guidance included in the forthcoming Interim Final Rule, expected on June 1, 2026.
® Yingjia reviewed the updated project plan shared by Sarah.
O The updated project plan includes:
B System Change Tracking Number cross-references for CalHEERS and
CalSAWS.
B New notes identified in red font.
B MVP milestone dates for Volunteer and Work Program Data Sources.
® The state project team is conducting a quality review of project artifacts and will share the
materials in Box once the review is complete.

Fair Hearings

® Sarah shared information regarding Fair Hearings via email on May 19, 2026. The process is
managed outside of the eligibility and enrollment systems by the California Department of
Social Services.

® The current process is manual, with no existing interfaces or plans for automated data
exchange.
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Please let me know if you have any questions or suggested revisions to this summary.

Thank you, and | look forward to the overview next week.

Sincerely,
Mary

Mary Arcenas

Medicaid Enterprise Systems (MES) State Officer
Data and Systems Group

Center for Medicaid & CHIP Services (CMCS)

Centers for Medicare & Medicaid Services (CMS)
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EXHIBIT 3
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DECLARATION OF ADELA FLORES-BRENNAN

I, Adela Flores-Brennan, declare under the penalty of perjury pursuant to 28 U.S.C. § 1746
that the following is true and correct:

1. I am a resident of Colorado. I am over the age of 18 and have personal knowledge,
or knowledge based on review in my capacity as Colorado Medicaid Director and from
information and records gathered by the Colorado Department of Health Care Policy and
Financing (HCPF) and agency staff, of the matters set forth below. If called as a witness, I could
and would testify competently to the matters set forth below.

Professional and Agency Background

2. I am the Director for the Colorado State Medicaid program known in Colorado as
Health First Colorado and Children’s Health Insurance Program (CHIP) known in Colorado as the
Child Health Plan Plus (CHP+).

3. HCPF is the single state agency responsible for administering Health First
Colorado. Health First Colorado provides low-income individuals with comprehensive healthcare
coverage and access to affordable, integrated, high-quality healthcare at no or low cost. Health
First Colorado’s coverage includes medical, dental, mental health and substance use treatment,
long-term services and supports, and long-term care. Health First Colorado’s mission is to improve
the overall health of Colorado’s residents by promoting affordable access to medically necessary
care.

4. Health First Colorado provides low-income individuals with access to
comprehensive healthcare coverage at no or low cost. Medicaid’s coverage includes medical,

dental, mental health, substance use disorder treatment, and long-term care.
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5. HCPF is the largest purchaser of health coverage in Colorado. The State’s Medicaid
and CHIP programs cover about 20% percent of the State’s population. In total, the State’s
Medicaid and CHIP programs provide comprehensive health care coverage to approximately 1.3
million people, including over 542,500 children.

6. Colorado administers the Health First Colorado program pursuant to federal law
and regulations as well as the terms of its federally approved State Plans and its Section 1115
Demonstration Project. Health First Colorado receives federal Medicaid and CHIP funding, known
as “Federal Financial Participation” (FFP), which covers an average of 57.58% of Health First

Colorado’s expenditures on eligible enrollees.

Medicaid Expansion in Colorado

7. In January 2014, Colorado implemented Medicaid expansion under the authority
of the Affordable Care Act (the “ACA”). This expansion extended federally funded comprehensive
health insurance to low-income adults aged 19 to 64 with household incomes up to 133% of the
Federal Poverty Level primarily through the Health First Colorado program.

8. Expansion enrollees in Health First Colorado receive full, comprehensive benefits
that include hospital care, prescription drugs, mental health services, and preventive care.
Currently, eligibility for Medicaid expansion requires that an individual: (1) be an adult 19-64
years old; (2) be a citizen or qualified immigrant; and (3) have household income less than or equal
to 133% of the Federal Poverty Level or (4) be a parent/caretaker relative with income between
69-133% of the Federal Poverty Level.

9. As of May 2026, approximately 371,755 of Health First Colorado members
(Medicaid recipients) are enrolled in the MAGI Adult Program (Individuals up to 133% are

329,731 and Parent/Caretaker Relatives 69-133% are 42,024). For the current state fiscal year
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2026, Colorado projects that approximately $3,057,000,000, or 30.0% of Health First Colorado’s

total federal Medicaid funding, comes from the FFP for these 371,755 members.

CMS’s Pre-IFR Guidance to Colorado

10.  Iand my staff at Health First Colorado have been closely following enactment and
implementation of H.R. 1, in particular Section 71119, which imposes novel work or community
engagement requirements for adults covered under the Medicaid expansion provisions of the ACA
(the “community engagement requirements”).

1. Prior to the enactment of H.R. 1, the Medicaid Act has never required financially
eligible individuals to work, volunteer, or meet other community engagement requirements to
establish Medicaid eligibility. Consequently, Health First Colorado does not have systems by
which to verify work, volunteer, or other community engagement activities and to identify or
document exclusions to and exemptions from community engagement requirements. As a result,
and as discussed in more detail below, Health First Colorado has expended significant resources
to design and build these systems based on the guidance from CMS over the past year.

12. Since November 2025, CMS has been providing guidance on expected community
engagement requirements policy. On November 19, 2025, CMS presented a slide deck on
community engagement requirements, which was later provided to states on December 4, 2025.
On December 5, 2025, CMS began a series of workgroups to provide guidance and conduct
question-and-answer sessions with states on implementing community engagement. These
workgroup calls took place once every other week from December 2025 through April 2026 and
switched to a weekly cadence starting in May 2026. As of the date of this declaration, this series

of workgroup calls is still ongoing.
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13. These sorts of calls represent a long-held practice by CMS to provide guidance to
states, outside of formal rulemaking, in complying with urgent and significant changes in federal
Medicaid law. In the absence of regulations and given the truncated timeline for implementation,
and as within its common practice, Colorado relied on CMS guidance from these calls, and the
associated slide decks and other materials, to determine how to comply with new laws, implement
operational, system, and process changes, and, ultimately, avoid financial penalties that those laws
imposed for noncompliance. The information CMS has conveyed in these calls has been
particularly important for states given the extremely short timeframe for implementation of
changes related to community engagement. This short timeframe required states to make IT
systems and operational decisions prior to final release of the regulations.

14. In addition to these calls, CMS provided states with informational bulletins related
to the community engagement requirements. On November 18, 2025, CMS provided an
informational bulletin with a summary of the Medicaid and CHIP provisions in H.R. 1. CMS
issued another informational bulletin on December 8, 2025 outlining the state requirements to
establish the community engagement requirements.

15. States likewise relied on the guidance shared by CMS on regular calls concerning
H.R. 1. Regarding the definition of medical frailty, CMS indicated that it intended to “use a
definition ... similar to that described in regulations at 42 CFR § 440.315(f),” which is a regulation
whose language closely resembles the H.R. 1 language. Nov. 19, 2025 CMS Slide Deck, page 11.
CMS also stated that it expected to allow verification of medical frailty through “medical claims
data review or provider documentation, or completion of a screening tool.” Nov. 19, 2025 CMS
Slide Deck, page 11; see also slide 17 (“medical frailty status ... available through claims data” or

“medical screener”).
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16. At no point between the passage of H.R. 1 in July 2025 and the promulgation of the
Interim Final Rule in June 2026 did CMS indicate that it would require “medically frail”
individuals to have a significant impairment to their ability to comply with community engagement
requirements. Nor did CMS indicate that states would need to verify that a member had such a
significant impairment when determining eligibility for the medical frailty exclusion.

17. Regarding use of self-attestation to verify medical frailty, while initially CMS
signaled that only limited use of self-attestation would be permitted, see Nov. 19, 2025 CMS Slide
Deck pg. 16, CMS later indicated that self-attestation would be an acceptable verification method
when data was not available.

18. In March 2026, CMS reiterated that states may use auditable self-attestation in the
absence of claims data. CMS specifically noted that states could use such an auditable self-
attestation “to confirm ongoing medical frailty” in addition to when a member newly identifies as
medically frail. CMS also noted that states should be able to reassess individuals for medical frailty
at redetermination, even without extensive claims history, based on new information such as a
major life event. At no point did CMS indicate members would be limited to only one self-
attestation per enrollment period, even if they developed multiple sequential medical frailty
conditions.

19. On Friday, May 1, 2026, during the community engagement requirements
workgroup call, CMS showed states a slide deck that included a definition of the medical frailty
exclusion. These slides did not mention any requirement that an individual’s medically frail
condition would need to impair their ability to comply with community engagement requirements.

20. On or about Wednesday, May 6, 2026, CMS informed states that information

conveyed on the Friday, May 1, 2026 call should not be acted upon, and was subject to change.
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21. In response to this information and concerns that CMS would change its policy
direction related to community engagement, Health First Colorado conveyed to its CMS-assigned
state officer during a regular biweekly meeting on May 12, 2026 that if there were to be a change
in the community engagement requirements in the Interim Final Rule (“IFR”), then significant
rework would be required that would put Colorado’s minimum viable product at risk. (Minimum
Viable Product refers to the baseline requirements states must demonstrate for readiness for
implementation on January 1, 2027). The state officer did not provide any response to these

concerns.

CMS Issues the Interim Final Rule

22. On June 1, 2026, CMS promulgated the IFR relating to the community engagement
requirement. The IFR includes several surprising provisions that are vague, differ substantially
from CMS’s prior guidance, and are more restrictive than statutory language. These provisions
will be very challenging, if not impossible, and costly for Health First Colorado to design by
August 31, 2026, and implement before January 1, 2027. They are expected to cause significant
harm to members and Health First Colorado once implemented. These provisions include the
following:

Medically Frail Definition

23. With respect to the medically frail exclusion, the IFR added a new requirement that,
in addition to falling into one of the five categories enumerated in H.R. 1, a “medically frail”
individual must a/so be “an individual whose physical, mental, or other behavioral health condition
significantly impairs the individual’s ability to comply with the community engagement

requirements.” IFR at 42 CFR § 435.554(c)(5)(i).
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24. This “significant impairment” requirement does not exist in the text of H.R. 1
Section 71119. See Social Security Act § 1902(xx)(9)(A))AN)(V) [42 U.S.C.
1396a(xx)(A)(11)(I1)(V)]. In a webinar and slide deck presented to state Medicaid agencies on June
9, 2026, CMS acknowledged that, in addition to the statutory requirement that an individual meet
the definition of medically frail supplied by Congress in section 71119, as codified at, 42 U.S.C.
§ 1396a(xx) (section 1902(xx) of the Social Security Act), the IFR also requires that the individual
be significantly impaired in their ability to comply with community engagement requirements in
order to be considered medically frail. CMS cited no statutory basis for this second, new
requirement.

25. Additionally, the “significant impairment” requirement was not mentioned in any
CMS written or verbal guidance before the IFR was published, up to and including the CMS
guidance about medical frailty provided to states as recently as May 1, 2026.

26. The IFR provided very little concrete guidance for how states can verify whether
an individual meets this new “significant impairment” requirement. However, the IFR does
indicate that, in general, states cannot rely solely on diagnosis or condition codes, because doing
so “would risk sweeping in individuals whose conditions do not significantly impair their
functional capacity.” 91 Fed. Reg. 33,373 (June 3, 2026). This is in direct conflict with prior
guidance provided by CMS specified herein that states may use claims-based data to verify
whether an individual meets the medical frailty exemption in general. Instead, the IFR says that
states should verify medical frailty using information from “multiple domains,” to determine a
member’s “condition[s], utilization of services ... and their level of impairment.” 91 Fed. Reg.
33,406 (June 3, 2026). It also suggests that states could use “algorithms using administrative claims

data that assign acuity scores to individuals,” id., but does not explain what administrative data a
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state can use or what would be an acceptable analysis of such data. The number of data sources
and extensiveness of the data analysis required creates a great deal of additional work by Medicaid
staff and yet may still not accurately identify all individuals who should be excluded. Moreover,
some of the data sources a state could access are proprietary and would not hold up to audit
scrutiny.

27. Since the IFR’s release, CMS has told states that it is developing even more
guidance on the medically frail exclusion. They have repeatedly said that some of the technical
questions they received from states will require guidance, technical assistance, and continued
engagement from CMS. On a June 9 call, CMS said these materials, guidance, and even sets of
diagnoses codes would be shared in the coming weeks. But as of the date of this declaration, none

of this has been shared with Colorado.

Self-Attestation

28.  Unlike the guidance provided by CMS through fall 2025 and spring 2026, which
indicated that an “auditable self-declaration” could generally be used when reliable data was
unavailable, see supra 9 17-18, the IFR significantly limits the occasions when an individual may
rely on self-attestation to demonstrate compliance with - or exemption from - community
engagement requirements. It does so using a complex and limiting framework (that changes again
after the first year of implementation) that will be harmful for members and difficult to implement.

29. Thus, the IFR significantly limits members’ ability to self-attest to community
engagement eligibility factors after January 1, 2028. Of note, several community engagement
eligibility factors are ones where documentation is unlikely to be available, such as whether a

parent provides “some level of care” to their child (42 CFR § 435.554(a) (definition of “parent”));
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or the precise number of hours that a family caregiver provides assistance to a child or disabled
individual (42 CFR § 435.554(c)(3)(1)(C)).

30. Health First Colorado’s efforts to develop screening tools for members or
applicants to self-attest to medical frailty have been underway for several months. In seeking to
simplify reviews of these screeners, Health First Colorado designed a number of yes/no questions
that would indicate impairment sufficient to meet medical frailty requirements. These types of
questions are common in online applications because it can be programmed into the eligibility
logic. However, CMS has indicated verbally that yes/no questions would not satisfy self-attestation
requirements. This significantly frustrates the ability to automate determinations as is
contemplated in the statute.

31. Notably, Health First Colorado routinely uses yes/no-type questions to simplify
eligibility determinations for other types of Medicaid benefits. CMS has allowed the use of such
questions for these determinations. However, CMS has provided no meaningful explanation as to
why similar types of yes/no questions cannot be used for the community engagement requirements.

32. Under Section 1902 of the Social Security Act and 42 CFR § 435.916, state
Medicaid agencies are required to periodically (at least annually) conduct a complete
redetermination of an individual’s Medicaid eligibility, commonly called a “renewal” or “renewal
cycle.” The Social Security Act does not recognize a “period of enrollment.” That concept is
introduced for the first time in the IFR and used in a way that hinders states’ operational
efficiencies, puts medically at-risk members in danger of losing Medicaid coverage, and treats
members differently based on when in this period their medical impairment may arise.

33. A renewal cycle lasts at most 12 months (or when section 71107 of H.R. 1 takes

effect, six (6) months for certain individuals). In contrast, under the IFR’s newly introduced
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construct, a period of enrollment can last several renewal cycles as long as the individual remains
enrolled in Medicaid.

34, Under 42 CFR § 435.916, a renewal of Medicaid eligibility is a de novo review of
all eligibility factors, except where prohibited to protect member eligibility (e.g. Medicaid agencies
cannot require an individual to reverify citizenship under 42 CFR § 435.956(a)(4)(ii)). However,
the IFR creates different sets of rules that the state must apply in conducting eligibility
determinations related to the community engagement requirements based on whether an individual
is within a period of enrollment and whether, during that period, the individual has previously
submitted a self-attestation. This distinction on when self-attestation can be used exacerbates the
operational complexity the state faces in implementing the requirements with fidelity and increases
the risk of confusion on the part of the members.

35. Prior to the IFR and the introduction of the new concept of a “period of enrollment,”
the use of self-attestation or a failure to verify an eligibility factor in a previous renewal cycle
would not adversely impact an individual in their current renewal.

36. Furthermore, there is no lockout period or other prohibition on reapplying for
Medicaid after an individual has been disenrolled for failure to verify compliance with or
exemption from the community engagement requirements. Therefore, an individual who is
prohibited from self-attesting to medical frailty for a second time in the same enrollment period
and is subsequently terminated because the individual cannot verify medical frailty, can reapply
once fully disenrolled and use self-attestation again at the start of a new period of enrollment. As
such, the IFR will likely increase disruptions to an individual’s continuity of healthcare, increase
costs and complexity to the state in implementing the rule, and, at the same time, fails as a

meaningful work incentive or program integrity measure.

10
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Data Feed Integration

37.  The IFR places very broad requirements on states to identify reliable data sources
for verifying community engagement eligibility factors. The IFR requires Medicaid agencies to
use “reliable information available to the State” to verify eligibility, which it defines as
“information necessary for determining [community engagement requirements] eligibility to
which the agency has access or should have access.” 42 CFR § 435.557(b) (emphasis added). The
IFR thus appears to require states to seek out and, where feasible, incorporate data sources for
every factor of community engagement, even though such factors are numerous, have non-
centralized data, and often relate to areas that Medicaid agencies have never assessed before, such
as school attendance, community volunteer work, and job program enrollment. While CMS has
previously indicated there would be a phased approach to adding data sources, see 11/19/2025

CMS slide deck pg. 28, the new regulation does not expressly permit this.

Renewal Process

38. The IFR lays out procedures for states to evaluate member compliance with
community engagement requirements at renewal. However, these procedures will, in effect, deny
members the full window of time they are granted in H.R. 1 to demonstrate they comply with work
requirements.

39. If a state cannot verify whether a member is still eligible for Medicaid through its
ex parte data sources, the state sends the member a pre-populated renewal form to complete. See
42 CFR § 435.916(a)(3). According to the IFR, most states begin their renewal process and, if
necessary, send this pre-populated form about 60 to 90 days before a member’s renewal is due. 91
Fed. Reg. 33,390 (June 3, 2026). According to the IFR, if a state cannot ex parte verify compliance

with community engagement requirements, the state may either send “a notice of noncompliance”

11
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with this renewal form, or as a follow-up after the member returns the renewal form if the state
still cannot verify community engagement. 91 Fed. Reg. 33,411-12. The “notice of
noncompliance,” which is mandated by H.R. 1, provides members with only 30 days to respond,
after which the member must be disenrolled if compliance with community engagement still
cannot be verified. Social Security Act Section 1902(xx)(6) [42 U.S.C. 1396a(xx)(6)]. This
disenrollment must happen no later than the month following the month in which the 30-day period
expires. Id. The IFR says that this 30-day period cannot be extended and says that “states must
complete the entire renewal process, including the noncompliance procedures, by the end of the
beneficiary’s eligibility period. 91 Fed. Reg. 33,412 (June 3, 2026).

40. The effect of this structure is that members will be evaluated for compliance with
work requirements before—often months before—the time period in which they are entitled to
comply with work requirements is complete. This abbreviated time period will increase the

likelihood of coverage loss for otherwise eligible members.

Short-term Hardship Exceptions

41.  H.R. 1 allows States to apply exceptions for certain short-term hardship events.
These short-term hardship events include receiving inpatient medical services, residing in a county
where an emergency or disaster has been declared by the President or where there is high
unemployment, or traveling outside one’s community for necessary medical services. See SSA §
1902(xx)(3)(B).

42. The IFR provides that, the short-term hardship exception requires a new applicant
to demonstrate the exception “for at least one, but not more than 3 consecutive months, as specified

in the State plan, immediately preceding the month of application.” 91 Fed. Reg. 33473 (emphasis

12
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added). An applicant cannot demonstrate the exception for the same month in which they apply to
Medicaid.

43. This requirement ensures that newly eligible individuals experiencing hardship
events will have to wait at least until the start of the following month to receive necessary coverage,
likely foregoing necessary care in the meantime or further straining our emergency health care

system.

44. The requirement that the short-term hardship must be met in the month preceding
application is also a significant deviation from long-standing policy and practice in Medicaid to
accept current monthly income. This unexpected deviation required Health First Colorado to scrap
previously designed systems intended to implement the hardship. Health First Colorado is
currently reassessing whether it can redesign and implement the system in time for the January 1,
2027 statutory deadline. This is likely to result in confusion to members and stakeholders on the

availability of the hardship exclusion in Colorado.

Disability Definition Discrepancies

45. The IFR applies multiple, distinct definitions of ‘“disability,” which creates

operational and compliance risk for states.

46. Colorado currently applies the definition of “disability” set forth in the Social
Security Act at 42 U.S.C. § 1614(a)(3). But the IFR’s medical frailty standard does not account
for the disability definition already set forth in the Social Security Act. In addition, for caregiver
pathways, the IFR relies on the definition of disability in the Americans with Disabilities Act at
28 C.F.R. § 35.108. This definition is broader and does not require an inability to work for an

individual to be considered disabled.

13
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47. These standards differ materially in scope and threshold, resulting in multiple co-
existing definitions within a single eligibility framework. Without clarification from CMS on the
scope of these definitions, the current discrepancies create risk of inconsistent determinations,
system complexity, member confusion, and audit exposure, particularly where similar terminology
is used across contexts. The caregiver pathway also introduces an additional challenge: the
disability determination applies to the person receiving care, who may not be part of the Medicaid

case, and the IFR does not clearly address how states should verify or link that information.

Claims Data Delay

48. Several of the timelines set out in the IFR do not take account of the fact that
providers have 365 days to submit claims data. For determinations that are supposed to be made
regarding the preceding year, Health First Colorado may not even have the relevant claims data.

Once again, this provision will increase the risk of coverage loss for otherwise eligible individuals.

Health First Colorado’s Efforts to Implement the Community Engagement Requirements
Before and After the IFR Issued

49.  Following the enactment of H.R. 1, Health First Colorado recognized that it would
be extraordinarily challenging to complete the necessary system and process changes required by
the August 31, 2026 notice deadline and January 1, 2027 implementation dates, given the
magnitude of changes needed for the community engagement requirements and the short period
of time afforded by H.R. 1. Therefore, after H.R. 1 was passed in July 2025, Health First Colorado
immediately began working to prepare to comply with community engagement requirements.

50. Beginning in August 2025 and continuing until the release of the IFR, Health First

Colorado based its policy and system determination on the statutory language and the

14
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subregulatory guidance provided by CMS, as detailed above. Based on this guidance, Health First

Colorado has already done the following:

Filed an Advance Planning Document (APD) with CMS on October 28, 2025,
which CMS then approved on November 28, 2025.

Worked with a vendor to augment staffing to add capacity for policy analysis, data
analysis, communications and project management at a cost of $3,785,600.
Created and launched formal workgroup structures for all H.R. 1 projects.
Developed high level business requirements for Colorado’s Benefits Management
System and Program Eligibility and Application Kit System changes through
extensive workgroup sessions followed by comprehensive elicitation sessions to
develop business requirement documents.

Prepared for and began execution of required system demonstrations for CMS
review. These required demonstrations are intended to demonstrate progress to
CMS on various components of the implementation like client correspondence,
eligibility worker online portals, verifications, and reporting.

Drafted and developed proposed eligibility and work requirement state regulations
based on information received from CMS in late 2025 and early 2026. Typically
this rulemaking process takes months to promulgate pursuant to state administrative
procedural requirements.

Created numerous resources for stakeholders, partners, and members, this included
building an H.R. 1 resources webpage, launching a screener tool for the member
facing website, working with the Center to Advance Consumer Partnership to

develop an H.R. 1 Communications Toolkit, and holding multiple webinars for
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51.

stakeholders and members. These public-orientated resources were largely
developed based on the CMS guidance provided to states in late 2025 and early
2026, as discussed above.

Submitted a supplemental budget request of $45,786,371.00 total funds for FY2027
to the Colorado General Assembly for IT systems changes, call center staffing,
additional appeals officers, audit and compliance support, and additional outreach
resources.

Developed required member notices which entailed extensive feedback from
members and stakeholders.

Created a medical frailty workgroup which consulted with other states, conducted
a review of possible diagnosis codes to determine medical frailty, and created
medical frailty questions for new Medicaid applicants. These diagnosis codes and
medical frailty questions were based on the CMS guidance provided to states in late
2025 and early 2026.

With respect to implementing the medically frail exclusion in particular, Health

First Colorado has worked extensively with clinical and systems personnel to build a process to

identify individuals who could be considered “medically frail.” This system is based largely on

claims data, in line with CMS guidance to “verify medical frailty” based on a “medical claims data

review or provider documentation.” Nov. 19, 2025 CMS Slide Deck, page 11; see also slide 17

(“medical frailty status ... available through claims data”).

52.

Health First Colorado faces several urgent deadlines with respect to implementing

community engagement requirements. Health First Colorado must apply community engagement

requirements to applications and renewals as of January 1, 2027, and to do this, Health First
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Colorado must substantially finalize eligibility system requirements by July 18, 2026, in order to
enable full system deployment, with appropriate testing beginning in October 2026. After October
15, 2026, Health First Colorado will only have a limited ability to make further system changes
for use by January 1, 2027. Moreover, Health First Colorado is required by H.R.1 to issue notices
no later than August 31, 2026 addressing the changes outlined in the IFR. Ideally, this information
would be sent to the vendor by June 30, 2026, but Health First Colorado can make necessary
changes to the information up to July 31, 2026. Any changes to the community engagement
requirements after July 31, 2026 could jeopardize Health First Colorado’s ability to send new
information to the vendor, revise the member notices, and also meet the August deadline.

53. Nevertheless, Health First Colorado still lacks clarity on several crucial issues from
the IFR. While the IFR says that Health First Colorado will need to evaluate whether a member’s
medical condition significantly impairs their ability to work, CMS has provided only the most
limited guidance about how Health First Colorado should determine this. While CMS has said
more subregulatory guidance will be provided, Health First Colorado must develop its eligibility
systems and processes without knowing what this future guidance is—bearing the risk that the
future guidance will conflict with Colorado’s system development.

54. This lack of clarity impacts not only Health First Colorado, but also the information
that Health First Colorado can provide its members. If Health First Colorado does not understand
what it means for a medical condition to “significantly impair” a member’s ability to work, it

cannot educate its members about how to demonstrate compliance with this requirement.

' There is a discrepancy between the IFR and H.R.1 as to whether notices must be sent to
members by August or September 2026. In an abundance of caution, Health First Colorado
intends to issue notices by August 31, 2026.
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55. Finally, the IFR does not clarify which data sources Health First Colorado is
required to have integrated as of January 1, 2027, and which can be integrated later. Health First
Colorado requires clarity on these issues in order to implement community engagement
requirements in a timely fashion and to ensure that its members are prepared for this
implementation.

56. The consequences that will result from Health First Colorado building its systems
inconsistently with CMS’s incomplete and as-yet unissued guidance are significant. If Health First
Colorado is not able to configure its systems quickly enough, or if it configures its systems
inconsistently with CMS’s eventual guidance, it could face negative audit findings and significant
financial penalties under H.R. 1 Section 71106. In other words, at the same time that financial
consequences for not complying with guidance are rising, CMS’s failure to issue clear and timely
guidance on community engagement requirements is making it harder for Colorado and other

states to comply.

57. This risk is especially heightened for Colorado given upcoming Payment Error Rate
Measurement (PERM) audits conducted by CMS. PERM is a federal audit program that reviews a
sample of Medicaid eligibility determinations and payments to determine whether they comply
with applicable federal and state requirements and are supported by sufficient documentation.
PERM produces an eligibility improper payment rate or error rate. New H.R. 1 provisions increase
financial accountability for states exceeding a 3% PERM Eligibility error rate. For example, each
1/10 of a percentage over this error rate can result in a $9 million withholding of federal funding.
The next PERM cycle begins in 2029 but crucially here, these audits will review eligibility
determinations beginning on July 1, 2027, just six months after the community engagement

requirements implementation deadline. For all the reasons discussed throughout this declaration,
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the instability caused by the unexpected changes in the IFR will likely lead to eligibility errors and

potentially significant financial risk for HCPF depending on the outcome of the PERM audits.

Human Costs of Community Engagement Requirements, Made Worse By the IFR

58. The purpose of the Affordable Care Act (ACA) was to ensure that low-income
individuals receive comprehensive healthcare coverage and have access to affordable, integrated,
high-quality healthcare at no or low cost. However, the community engagement requirements
included in H.R. 1 are expected to result in large-scale disenrollment of members, including
members who are eligible but cannot verify their eligibility.

59.  In Colorado, an estimated 378,000 adults per year in the Health First Colorado
expansion population will be subject to H.R. 1°’s community engagement and six-month
redetermination requirements (a provision of H.R. 1 that requires Medicaid expansion adults’
eligibility to be reevaluated every six months). Of those 378,000 individuals, approximately
155,000 will be required to demonstrate community engagement or qualify for an exclusion or
exception.

60. These numbers were developed prior to the issuance of the IFR. Because the [FR
goes beyond H.R. 1 in stripping away the protections provided to the medically frail and adding
new limitations on self-attestation that do not appear in statute, these numbers likely underestimate
the impact to members.

61. Indeed, Health First Colorado expects the “significant impairment” requirement to
result in more members losing coverage than would otherwise have lost coverage under the
statutory definition of medically frail. This is either because their condition may not meet the IFR’s
additional, non-statutory ‘“significant impairment” threshold, or because they cannot obtain the

proof required to demonstrate their ability to work is significantly impaired. The “significant
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impairment” requirement will also likely increase member confusion. Health First Colorado
members may think they do not qualify as “medically frail,” given the added complexity, and
Health First Colorado may see an increase in non-responses from members and a corresponding
loss of coverage.

62. The “significant impairment” requirement will also likely decrease the number of
people Health First Colorado can automatically verify as medically frail, because, under the IFR,
the ex parte verification process will generally require not just a diagnosis code, but also other data
on utilization of services and level of impairment, see 91 Fed. Reg. 33,406 (June 3, 2026), which
may not be available for many renewing members. This will further increase coverage loss because
individuals will need to provide documentation or additional information to successfully renew.
Finally, members with complex medical conditions can see fluctuations in their symptoms from
day-to-day or month-to-month, which will make it even more difficult to assess whether their
condition meets the “significant impairment” threshold.

63. Members with conditions that meet the statutory categories of medical frailty but
who lose coverage due to inability to document “significant impairment” may return to Health
First Colorado sicker and costlier for the loss of health coverage to treat and manage their
conditions. This type of “churn” in Medicaid enrollment both raises costs for Health First Colorado
and decreases quality of care for members.

64. Health First Colorado expects the IFR’s limitations on self-attestation to increase
member confusion and coverage loss as well. In Health First Colorado’s experience, the
requirement to obtain third party documents to demonstrate eligibility creates a procedural hurdle

that increases termination rates for otherwise eligible members. Thus, as self-attestation tightens,
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Health First Colorado expects that more members who are actually eligible will be disenrolled
simply because they are unable to demonstrate their eligibility.

65. Health First Colorado also expects the “once per enrollment period” limitation on
medical frailty self-attestations to cause particular harm to members with multiple medically frail
conditions, especially those who develop one medically frail condition, recover from it, and then
develop a second medically frail condition during the same enrollment period. For example, a
member could be diagnosed with cancer and self-attest to medical frailty on that basis, and then
later (while still enrolled in Health First Colorado) be diagnosed with end-stage renal disease
(ESRD) or chronic obstructive pulmonary disease (COPD). Under the IFR, assuming
continuous Medicaid coverage during that period, the member could not self-attest to medical
frailty based on the later-diagnosed ESRD or COPD conditions and thus could lose coverage if
they could not obtain documentation for these diagnoses.

66. Moreover, and as discussed above, Health First Colorado is statutorily required to
provide notice to members regarding the changes occasioned by the IFR on or before August 31,
2026. 42 U.S.C. 1936a(xx)(8)(A) (directing states to begin outreach no later than four or more
months before December 31, 2026). At present, Health First Colorado is uncertain as to how, for
example, a member might establish that they are medically frail. Accordingly, the content of this
notice will not have the clarity required to communicate to members how they can comply with
the new requirements.

67. Health First Colorado has spent years conducting outreach and building
relationships with Health First Colorado enrollees. Confusion over eligibility determinations risks
harming that relationship and lowering institutional trust. Members who do not understand why

they were disenrolled or what is required to be eligible may simply forego coverage.
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68. Given that Medicaid is Colorado’s single largest health care coverage program,
Colorado’s uninsured rates will undoubtedly increase with the number of members impacted by
these unexpected changes in the IFR. As discussed below, this has negative economic and health

care impacts on both Health First Colorado and the entire state.

Administrative, Operational, and Financial Burdens on Colorado

Burdens on Health First Colorado

69.  Because CMS had never before imposed community engagement requirements
across eligibility categories, Health First Colorado’s eligibility system was not built to support
community engagement requirements and it is not easily configured to incorporate the numerous
eligibility factors necessary to evaluate community engagement. Typically, eligibility systems
changes require 12 months to complete, test, and implement. Given that the IFR was released only
seven months prior to the effective date of these requirements, Colorado will struggle to implement
IT systems changes consistent with the IFR.

70. As mentioned above, HCPF submitted its Advance Planning Document (APD) to
CMS on October 28, 2025, based on then-available information and guidance from CMS. CMS
approved Colorado’s APD in November 2025. Since then, HCPF worked with the Colorado
General Assembly during the 2026 legislative session, which ran from January to May, to secure
matching state funds for systems changes and needed staff. The new and unexpected requirements
in the IFR upends that planning and will require additional funds, staff, and contractors to
complete, which HCPF cannot secure before the January 1, 2027 effective date of the IFR
requirements. And given Colorado’s already well-documented budget crisis, allocating additional
state resources to implementing these work requirements will take limited state funding away from

other Colorado programs or away from core Medicaid benefits and services.
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71. With respect to the medical frailty exclusion, the surprising additional “significant
impairment” requirement—plus the uncertainty of how to implement it—will require Health First
Colorado to rapidly change its operational approach and systems development. In addition to
analyzing, developing, and implementing new ways to evaluate medical frailty, Health First
Colorado may need to integrate new data sources to evaluate members’ eligibility for the medical
frailty exclusion, which will add development costs as well as potential costs from accessing new
data. As more individuals are impacted and denied coverage or disenrolled as a result of this
requirement, Health First Colorado expects more calls, more documents to process, and more
administrative appeals of adverse actions. And finally, in addition to the costs of operationalizing
this new requirement, Health First Colorado will also incur the cost of educating its members,
staff, and other stakeholders about what the requirement means and how it can be met.

72. Health First Colorado also expects the new, complex, and variable limitations on
self-attestation to increase its operational complexity. These limitations will make it harder to train
staff, vendors, application assisters, and community organizations on eligibility processes. As with
the medical frailty exclusion, Health First Colorado expects the self-attestation limitation to lead
to more calls, more documentation to be scanned and reviewed by staff, and more denials and
disenrollments that, themselves, lead to more calls and appeals. In addition, the change in the self-
attestation rules from 2027 to 2028 will require additional system development, training, and
outreach and education to accommodate the new 2028 rules.

Burdens on Colorado

73. The burdens from community engagement requirements imposed by H.R. 1, and
made worse by the IFR, fall not just on Health First Colorado, but on Colorado more generally.

As noted above, Health First Colorado members will likely face increased denials and
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disenrollments—and, due to the “significant impairment” requirement for medical frailty, many
of those disenrollments could be of some of Health First Colorado’s most medically needy
members. The IFR will have a disproportionate impact on members with disabilities and chronic
health conditions who are part of Health First Colorado’s expansion population. Colorado’s budget
will suffer harm due to loss of federal matching funds when eligible individuals lose Medicaid
coverage and due to providing individuals with largely uncompensated emergency care whose
health has deteriorated while they were unable to secure needed health care services as a result of
the community engagement requirements. Health First Colorado also anticipates that more people
will move into disability categories of coverage, which are higher cost and draw a significantly
lower federal match of 50% instead of Colorado’s current 90% expansion population match under
the Affordable Care Act.

74. As the uninsured rate increases, there will be a greater financial strain on providers
— in particular rural, community, and safety net hospitals as well as community health centers —
that will be called upon to provide even greater levels of uncompensated care.

75. Furthermore, individuals who are disenrolled from Health First Colorado will likely
lose access to primary and preventive care — and care necessary to treat their medical conditions —
resulting in more individuals seeking high-cost, emergency care. This lack of preventative care
will result in increased communicable disease outbreaks and more strain on Health First Colorado.
Most importantly, Health First Colorado expects poorer health outcomes across Colorado, as fewer
people will be able to access appropriate, timely care and manage chronic conditions.

76. Finally, Health First Colorado expects that the new medical frailty requirements—
both the “significant impairment” requirement and the limitations of medical frailty self-

attestation—will place a significant administrative strain on treating healthcare providers. In order
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to support members seeking medical frailty exemptions, providers may need to devote time to
providing documentation to demonstrate that a member is medically frail and experiencing
significant impairment in their ability to work. This will require providers to take time away from
their patient care and will increase administrative strain, adding to healthcare costs and impacting
access to care. Providers are already sharing their concerns about additional paperwork, the lack
of medical training for the specific purpose of opining on ability to work, and the malpractice
insurance implications.
I declare under penalty of perjury under the laws of the United States that, to the best of
my knowledge, the foregoing is true and correct.
Executed this 26th day of June 2026.
/s/ Adela Flores-Brennan
Adela Flores-Brennan

Medicaid Director, Colorado Department of Health
Care Policy and Financing
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DECLARATION OF PETER HADLER

I, Peter Hadler, declare under the penalty of perjury pursuant to 28 U.S.C. § 1746 that the
following is true and correct:

1. I am a resident of the State of Connecticut. I am over the age of 18 and have
personal knowledge, or knowledge based on review in my capacity as Deputy Commissioner of
information and records gathered by the Connecticut Department of Social Services and agency
staff, of the matters set forth below. If called as a witness, I could and would testify competently
to the matters set forth below.

Professional and Agency Background

2. I am the Deputy Commissioner of the Connecticut Department of Social Services
(‘GDSS’,).
3. DSS is the single state agency responsible for administering Connecticut’s

Medicaid program. In Connecticut, Medicaid and other medical assistance programs are
collectively called “HUSKY Health” or simply “HUSKY.” HUSKY Health provides low-income
individuals with comprehensive healthcare coverage and access to affordable, integrated, high-
quality healthcare at no or low cost. HUSKY Health’s coverage includes medical, dental, mental
health and substance use treatment, and long-term services and supports. As the State Medicaid
agency, DSS is one of the largest health care coverage providers in Connecticut. In this role, DSS
seeks to ensure that Connecticut residents have access to high-quality, affordable health care, and
it is committed to whole-person care, integrating physical and behavioral health services for better
results and healthier communities in Connecticut.

4. HUSKY Health covers approximately one million people, providing health

coverage to children, families, and older adults, including some of the most vulnerable residents
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in the state, such as those experiencing homelessness, living with a disability, or who have a serious
or complex medical condition.

5. Connecticut administers the HUSKY Health program pursuant to federal law and
regulations as well as the terms of its federally approved State Plan. HUSKY Health receives
federal Medicaid and Children’s Health Insurance Program (“CHIP”) funding, known as “Federal
Financial Participation” (FFP), which, based on data available for state fiscal year 2026 (spanning
July 1, 2025 to the date of this declaration) has covered approximately 59% of total HUSKYY Health

expenditures on eligible enrollees.

Medicaid Expansion in Connecticut

6. Connecticut implemented the early expansion option under the Affordable Care Act
(“ACA”), converting its state funded health care coverage for very low-income adults to Medicaid
coverage, effective on or about April 1, 2010. Connecticut’s coverage of the ACA Medicaid
expansion group took effect on or about January 1, 2014. This expansion extended federally funded
comprehensive health insurance to low-income adults aged 19 to 64 with household incomes up
to 133% (with an additional 5% income disregard) of the Federal Poverty Level through the
HUSKY Health Program. The ACA expansion group in Connecticut is called “HUSKY D.”

7. Enrollees in HUSKY D receive full, comprehensive benefits that include hospital
care, prescription drugs, mental health services, and preventive care. Currently, eligibility for
HUSKY D requires that an individual (1) be an adult 19-64 years old; (2) be a citizen or qualified
immigrant; and (3) have household income less than or equal to 133% of the Federal Poverty Level

(with an additional 5% income disregard).
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8. As of May 2026, approximately 303,000 HUSKY Health members are enrolled in
HUSKY D. For the current state fiscal year 2026, approximately $2.29 billion, or 44%, of HUSKY

Health’s federal Medicaid funding comes from the FFP for HUSKY D members.

CMS’s Pre-IFR Guidance to Connecticut

9. I and my staff at DSS have been closely following enactment and implementation
of H.R. 1, in particular Section 71119, which imposes novel work or community engagement
requirements for adults covered under the Medicaid expansion provisions of the ACA (the
“community engagement requirements”).

10.  Prior to the enactment of H.R. 1, the Medicaid Act has never required financially
eligible individuals to work, volunteer, or meet other community engagement requirements to
establish Medicaid eligibility. Consequently, DSS does not have in place systems by which to
verify work, volunteer, or other community engagement activities.

1. Since November 2025, CMS has been providing guidance on expected community
engagement requirements policy. On November 19, 2025, CMS presented a slide deck on
community engagement requirements, which was later provided to states on December 4, 2025.
On December 5, 2025, CMS began a series of workgroups to provide guidance and conduct
question-and-answer sessions with states on implementing community engagement. These
workgroup calls took place once every other week from December 2025 through April 2026 and
switched to a weekly cadence starting in May 2026. As of the date of this declaration, this series
of workgroup calls is still ongoing.

12. These sorts of calls represent a long-held practice by CMS to provide guidance to
states, outside of formal rulemaking, in complying with urgent and significant changes in federal

Medicaid law. In the absence of regulations, Connecticut relied on CMS guidance from these calls,
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and the associated slide decks and other materials, to determine how to comply with new laws,
implement operational, system, and process changes, and, ultimately, avoid financial penalties that
those laws imposed for noncompliance.

13. States likewise relied on the guidance shared by CMS on these regular calls
concerning H.R. 1. Regarding the definition of medical frailty, CMS indicated that it intended to
“use a definition ... similar to that described in regulations at 42 CFR § 440.315(f),” which is a
regulation whose language closely resembles the H.R. 1 language. Nov. 19, 2025, CMS Slide
Deck, page 11. CMS also stated that it expected to allow verification of medical frailty through
“medical claims data review or provider documentation, or completion of a screening tool.” Nov.
19,2025, CMS Slide Deck, page 11; see also slide 17 (“medical frailty status ... available through
claims data” or “medical screener”).

14. At no point between the passage of H.R. 1 in July 2025 and the promulgation of the
Interim Final Rule in June 2026 did CMS indicate that it would require “medically frail”
individuals to also have a significant impairment to their ability to comply with community
engagement requirements. Nor did CMS indicate that states would need to verify that a member
had such a significant impairment when determining eligibility for the medical frailty exclusion.

15. Regarding use of self-attestation to verify medical frailty, while initially CMS
signaled that only limited use of self-attestation would be permitted, see Nov. 19, 2025, CMS Slide
Deck pg. 16, CMS later indicated that self-attestation would be an acceptable verification method
when data was not available.

16. In March 2026, CMS reiterated that states may use auditable self-attestation in the
absence of claims data. CMS specifically noted that states could use such an auditable self-

attestation “to confirm ongoing medical frailty” in addition to when a member newly identifies as
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medically frail. CMS also noted that States should be able to reassess individuals for medical frailty
at redetermination, even without extensive claims history, based on new information such as a
major life event. At no point did CMS indicate members would be limited to only one self-
attestation per enrollment period, even if they developed multiple sequential medical frailty
conditions.

17. On Friday, May 1, 2026, during the community engagement requirements
workgroup call, CMS showed states a slide deck that included a definition of the medical frailty
exclusion. These slides did not mention any requirement that an individual’s medically frail
condition would need to impair their ability to comply with community engagement requirements.

18. On or about Wednesday, May 6, 2026, CMS informed states that information

conveyed on the Friday, May 1, 2026, call should not be acted upon, and was subject to change.

CMS Issues the Interim Final Rule

19. On June 1, 2026, CMS promulgated the Interim Final Rule (“IFR”) relating to the
community engagement requirement. The IFR includes several surprising provisions that are
vague, differ substantially from CMS’s prior guidance, and are more restrictive than statutory
language. These provisions also will be very challenging and costly for DSS to design by August
31, 2026, and implement before January 1, 2027, and are expected to cause significant harm to
HUSKY D members and DSS once implemented. These provisions include the following:

Medically Frail Definition

20. With respect to the medically frail exclusion, the [FR added a new requirement that,
in addition to falling into one of the five categories enumerated in H.R. 1, a “medically frail”

individual must a/so be “an individual whose physical, mental, or other behavioral health condition
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significantly impairs the individual’s ability to comply with the community engagement
requirements.” 42 CFR § 435.554(¢)(5)(1).

21. This “significant impairment” requirement does not exist in the text of H.R. 1
Section 71119. See Social Security Act § 1902(xx)(9)(A))(II)}(V) (42 U.S.C.
1396a(xx)(A)(11)(I1)(V)). In a webinar and slide deck presented to state Medicaid agencies on June
9, 2026, CMS acknowledged that, in addition to the statutory requirement that an individual meet
the definition of medically frail supplied by Congress in section 71119, as codified at, 42 U.S.C. §
1396a(xx) (section 1902(xx) of the Social Security Act), the IFR also requires that the individual
be significantly impaired in their ability to comply with community engagement requirements in
order to be considered medically frail. CMS cited no statutory basis for this second, new
requirement.

22. Additionally, the “significant impairment” requirement was not mentioned in any
CMS written or verbal guidance before the IFR was published, up to and including the CMS
guidance about medical frailty provided to states as recently as May 1, 2026.

23. The IFR provided very little concrete guidance for states about how to verify
whether an individual meets this new “significant impairment” requirement. However, the IFR
does indicate that, in general, states cannot rely solely on diagnosis or condition codes, because
doing so “would risk sweeping in individuals whose conditions do not significantly impair their
functional capacity.” 91 Fed. Reg. 33,373 (June 3, 2026). This is in direct conflict with prior
guidance provided by CMS that states may use claims-based data to verify whether an individual
meets the medical frailty exemption in general. Instead, the IFR says that states should verify
medical frailty using information from “multiple domains,” to determine a member’s

“condition[s], utilization of services ... and their level of impairment.” 91 Fed. Reg. 33,406 (June
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3, 2026). It also suggests that states could use “algorithms using administrative claims data that
assign acuity scores to individuals,” id., but does not explain what administrative data a state can
use or what would be an acceptable analysis of such data.

24. Since the IFR’s release, CMS has told states that it is developing significantly more
guidance on the medically frail exclusion. However, as of the date of this declaration, this guidance

has not yet been provided.

Self-Attestation

25.  Unlike the guidance provided by CMS through fall 2025 and spring 2026, which
indicated that an “auditable self-declaration” could generally be used when reliable data was
unavailable, see supra 9 15-16, the IFR significantly limits the occasions when an individual may
rely on self-attestation to demonstrate compliance with community engagement. It does so using
a complex and limiting framework (that changes again after the first year of implementation) that
will be harmful for members and difficult to implement.

26. Thus, the IFR significantly limits members’ ability to self-attest to community
engagement eligibility factors after January 1, 2028. Of note, several community engagement
eligibility factors are ones where documentation is unlikely to be available, such as whether a
parent provides “some level of care” to their child (42 CFR § 435.554(a) (definition of “parent”));
or the precise number of hours that a family caregiver provides assistance to a child or disabled
individual (42 CFR § 435.554(c)(3)(1)(C)).

27.  Under Section 1902 of the Social Security Act and 42 CFR § 435.916, state
Medicaid agencies are required to periodically (no more frequently than once every 12 months)
conduct a complete redetermination of an individual’s Medicaid eligibility, commonly called a

“renewal” or “renewal cycle.” The Social Security Act does not recognize a “period of enrollment.”
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That concept is introduced for the first time in the IFR and used in a way that hinders states’
operational efficiencies, puts medically at-risk members in danger of losing Medicaid coverage,
and treats patients differently based on when in this period their medical impairment may arise.

28. A renewal cycle lasts at most 12 months (or when section 71107 of H.R. 1 takes
effect, 6 months for certain individuals). In contrast, under the IFR’s newly introduced construct,
a period of enrollment can last several renewal cycles as long as the individual remains enrolled
in Medicaid.

29. Under 42 CFR § 435.916, a renewal of Medicaid eligibility is effectively a de novo
review of all eligibility factors, except where prohibited to protect member eligibility (e.g.
Medicaid agencies cannot require an individual to reverify citizenship under 42 CFR §
435.956(a)(4)(i1)). However, the IFR creates different sets of rules that the state must apply in
conducting eligibility determinations related to the community engagement requirements based on
whether an individual is within a period of enrollment and whether, during that period, the
individual has previously submitted a self-attestation. This distinction on when self-attestation can
be used exacerbates the operational complexity the state faces in implementing the requirements
with fidelity and increases the risk of confusion on the part of the members.

30. Prior to the IFR and the introduction of the new concept of a “period of enrollment,”
the use of self-attestation or a failure to verify an eligibility factor in a previous renewal cycle

would not adversely impact an individual in their current renewal.

Data Feed Integration

31.  The IFR places very broad requirements on states to identify reliable data sources
for verifying community engagement eligibility factors. The IFR requires Medicaid agencies to

use “reliable information available to the State” to verify eligibility, which it defines as
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“information necessary for determining [community engagement requirements] eligibility to
which the agency has access or should have access.” 42 CFR § 435.557(b) (emphasis added). The
IFR thus appears to require states to seek out and, where feasible, incorporate data sources for
every factor of community engagement, even though such factors are numerous, have non-
centralized data, and often relate to areas that Medicaid agencies have never assessed before, such
as school attendance, community volunteer work, and job program enrollment. While CMS has
previously indicated there would be a phased approach to adding data sources, see 11/19/2025

CMS slide deck pg. 28, the new regulation does not expressly permit this.

Renewal Process

32. The IFR lays out procedures for states to evaluate member compliance with
community engagement requirements at renewal. However, these procedures will, in effect, deny
members the full window of time they are granted in H.R. 1 to demonstrate they comply with work
requirements.

33.  If a state cannot verify whether a member is still eligible for Medicaid through its
ex parte data sources, the state sends the member a pre-populated renewal form to complete. See
42 CFR § 435.916(a)(3). According to the IFR, most states begin their renewal process and, if
necessary, send this pre-populated form about 60 to 90 days before a member’s renewal is due. 91
Fed. Reg. 33,390 (June 3, 2026). According to the IFR, if a state cannot ex parte verify compliance
with community engagement requirements, the state may either send “a notice of noncompliance”
with this renewal form, or as a follow-up after the member returns the renewal form if the state
still cannot verify community engagement. 91 Fed. Reg. 33,411-12. The “notice of
noncompliance,” which is mandated by H.R. 1, provides members with only 30 days to respond,

after which the member must be disenrolled if compliance with community engagement still
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cannot be verified. Social Security Act Section 1902(xx)(6) [42 U.S.C. 1396a(xx)(6)]. This
disenrollment must happen no later than the month following the month in which the 30-day period
expires. Id. The IFR says that this 30-day period cannot be extended and says that “states must
complete the entire renewal process, including the noncompliance procedures, by the end of the
beneficiary’s eligibility period. 91 Fed. Reg. 33,412 (June 3, 2026).

34, The effect of this structure is that members will be evaluated for compliance with
work requirements before—often months before—the time period in which they are entitled to
comply with work requirements is complete. This abbreviated time period will increase the

likelihood of coverage loss for otherwise eligible members.

Short-term Hardship Exceptions

35. H.R. 1 allows States to apply exceptions for certain short-term hardship events.
These short-term hardship events include receiving inpatient medical services, residing in a county
where an emergency or disaster has been declared by the President or where there is high
unemployment, or traveling outside one’s community for necessary medical services. See SSA §
1902(xx)(3)(B).

36. The IFR provides that, the short-term hardship exception requires a new applicant
to demonstrate the exception “for at least one, but not more than 3 consecutive months, as specified
in the State plan, immediately preceding the month of application.” 91 Fed. Reg. 33473 (emphasis
added). An applicant cannot demonstrate the exception for the same month in which they apply to
Medicaid.

37.  This requirement ensures that newly eligible individuals experiencing hardship

events will have to wait at least until the start of the following month to receive necessary coverage,

10



Case 1:26-cv-12962-DLC  Document 6-4  Filed 06/29/26 Page 12 of 21

likely forgoing necessary care in the meantime or further straining our emergency health care

system.

Other

38.  Several of the timelines set out in the IFR do not take account of the fact that
Medicaid providers have up to 12 months to submit claims. For determinations that are supposed
to be made regarding the preceding year, DSS may not even have the relevant claims data. Once

again, this provision will increase the risk of coverage loss for otherwise eligible individuals.

Connecticut’s Efforts to Implement the Community Engagement Requirements Before and
After the IFR Issued

39.  Following the enactment of H.R. 1, DSS recognized that it would be extraordinarily
challenging to complete the necessary system and process changes required by the August 31,
2026, notice deadline and January 1, 2027, implementation dates, given the magnitude of changes
needed for the community engagement requirements and the short period of time afforded by H.R.
1. Therefore, immediately after H.R. 1 was passed in July 2025, DSS began work to prepare to
comply with community engagement requirements.

40. Beginning on or around July 2025 and continuing until the release of the I[FR, DSS
based its policy and system determination on the statutory language and the sub-regulatory
guidance provided by CMS, as detailed above. Based on this guidance, DSS has already done the

following:

e Conducted statutory analysis of H.R. 1’s provisions and projected impacts on

policy, operations, budgets, and systems;

11
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41.

Drafted and analyzed the impact of the various exclusion and compliance rubrics
on enrollment and operations, including a diagnosis-code driven approach to
determining medical frailty;

Coordinated extensive data analytics on the impact of pursuing various policy and
operations pathways given extraordinarily short implementation timelines and the
massive scale of changes required;

Secured federal funding through an advanced planning document based on
projected system requirements;

Hired vendors to assist with exploring changes in the customer journey and the
many aspects of operations that would be impacted,

Allocated personnel to work on policy, communications, contracting, systems, and
operational changes required by H.R. 1;

Hired and reconfigured internal teams to meet the highly compacted timeframes
necessary to complete contract bidding processes and redesign systems and
operations, including moving staff from other priority work to address H.R. 1;
Initiated extensive community outreach and client communications through
traditional and social media channels, webinars, conferences, meetings, text
messaging and websites.

With respect to implementing the medically frail exclusion in particular, DSS has

worked extensively with clinical and systems personnel to build a process to identify individuals

who could be considered “medically frail.” This system is based largely on claims data, in line

with CMS guidance to “verify medical frailty” based on a “medical claims data review or provider

documentation.” Nov. 19, 2025, CMS Slide Deck, page 11; see also slide 17 (“medical frailty

12
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status ... available through claims data”). Furthermore, DSS has striven to design processes and
systems that will align to the regulatory imperative to determine eligibility using reliable
information available to the agency without requiring information from the individual pursuant to
42 CFR § 435.916(b).

42. DSS faces several urgent deadlines with respect to implementing community
engagement requirements. DSS must apply community engagement requirements to applications
and renewals as of January 1, 2027, and to do this, DSS must substantially finalize eligibility
system requirements by September 2026, in order to enable full system deployment, with
appropriate testing, in December 2026. After September 2026, DSS will only have limited ability
to make further system changes for use by January 1, 2027. Moreover, DSS is required by H.R. 1
to issue notices no later than August 31, 2026 addressing the changes occasioned by the IFR. In
order to issue those notices in a timely fashion, DSS will need at least 3 weeks (potentially 4 weeks,
given the volume of notices required). This lead time is necessary to allow for notice translation,
vendor file preparation, testing and mailing. .

43. Nevertheless, DSS still lacks clarity on several crucial issues from the IFR. While
the IFR says that DSS will need to evaluate whether a member’s medical condition significantly
impairs their ability to work, CMS has provided only the most limited guidance about how DSS
should determine this. While CMS has said more sub-regulatory guidance will be provided, DSS
must develop its eligibility systems and processes without knowing what this future guidance is—
bearing the risk that the future guidance will conflict with its system development. This lack of
clarity impacts not only DSS, but also the messages that DSS can provide its members: if DSS
does not understand what it means for a medical condition to “significantly impair” a member’s

ability to work, it cannot educate its members about how to demonstrate compliance with this
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requirement. Finally, the IFR does not clarify which data sources DSS is required to have
integrated as of January 1, 2027, and which can be integrated later. DSS requires clarity on these
issues in order to implement community engagement requirements in a timely fashion, to ensure
operational feasibility, to ensure that additional staff can be hired and trained in the event that new
regulatory guidance requires more manual processes, and to ensure that its members are prepared
for this implementation.

44, Of note, the consequences for DSS from building its systems inconsistently with
CMS’s incomplete and as-yet unissued guidance are significantly heightened. If DSS is not able
to configure its systems quickly enough, or if it configures its systems inconsistently with CMS’s
eventual guidance, it could face negative audit findings and significant financial penalties under
H.R. 1 Section 71106. In other words, at the same time that financial consequences for not
complying with guidance are rising, CMS’s failure to issue clear and timely guidance on
community engagement requirements is making it harder for Connecticut and other states to

comply.

Human Costs of Community Engagement Requirements, Made Worse By the IFR

45. The purpose of the Affordable Care Act (ACA) was to ensure that low-income
individuals receive comprehensive healthcare coverage and have access to affordable, integrated,
high-quality healthcare at no or low cost. However, the community engagement requirements
included in H.R. 1 are expected to result in large-scale disenrollment of members, including
members who are eligible but cannot verify their eligibility.

46. Studies conducted by DSS before the IFR was released suggest that (1) at least 34%
of HUSKY Health’s HUSKY D members may be disenrolled at some point due to the combination

of community engagement requirements and six-month redeterminations (a provision of H.R. 1
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that requires HUSKY D members’ eligibility to be reevaluated every six months), and (2)
Connecticut’s uninsured rates may grow by up to 4.4%, nearly doubling the 2024 uninsured rate

(see https://www.americashealthrankings.org/explore/measures/HealthInsurance/CT). Because

the IFR goes beyond H.R. 1, stripping away the protections provided in H.R. 1 to the medically
frail by adding a baseless supra-statutory overlay tied to ‘“significant impairment” that will
undermine operational efficiency and introduce vast new procedural complexity, and by adding
new limitations on self-attestation that do not appear in H.R. 1, these studies likely underestimate
the impact to members. A preliminary analysis conducted by DSS indicates that due to the
significant impairment language included in the IFR an additional 57,000 medically frail
individuals in Connecticut are now at risk of coverage loss.

47. Indeed, DSS expects the “significant impairment” requirement to result in more
members losing coverage than would otherwise have lost coverage under the statutory definition
of medically frail. This is either because their condition (1) may not meet the IFR’s additional,
non-statutory “significant impairment” threshold, (2) may not be identifiable through existing data
sources which could be used for a straightforward “medical frailty” determination made by DSS,
or (3) because they cannot obtain the proof required to demonstrate their ability to work is
significantly impaired. The “significant impairment” requirement will also likely increase member
confusion. HUSKY D members may think they do not qualify as “medically frail,” given the added
complexity, and DSS may see an increase in non-responses from members and decreased rates of
application. The “significant impairment” requirement will also likely decrease the number of
people DSS can automatically verify as medically frail, because, under the IFR, the ex parte
verification process will generally require not just a diagnosis code, but also other data on

utilization of services and level of impairment, see 91 Fed. Reg. 33,406 (June 3, 2026), which may
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not be available for many renewing members. This will further increase coverage loss because
individuals will need to provide documentation or additional information to successfully renew,
rather than allowing DSS to make a determination based on reliable data already available to the
Department. Finally, members with complex medical conditions can see fluctuations in their
symptoms from day-to-day or month-to-month, which will make it even more difficult to assess
whether their condition meets the “significant impairment” threshold.

48. Members with conditions that meet the statutory categories of medical frailty but
who lose coverage due to inability to document “‘significant impairment” may return to HUSKY
Health sicker and costlier for the loss of health coverage to treat and manage their conditions. This
type of “churn” in Medicaid enrollment both raises operational and administrative costs for DSS
and decreases quality of care for state residents.

49. DSS expects the IFR’s limitations on self-attestation to increase member confusion
and coverage loss as well. In DSS’s experience, the requirement to obtain third party documents
to demonstrate eligibility creates a procedural hurdle that increases termination rates for otherwise
eligible members. Thus, as self-attestation tightens, DSS expects that more members who are
actually eligible will be disenrolled simply because they are unable to demonstrate their eligibility.

50. DSS also expects the “once per enrollment period” limitation on medical frailty
self-attestations to particularly harm members with multiple medically frail conditions, especially
those who develop one medically frail condition, recover from it, and then develop a second
medically frail condition during the same enrollment period. For example, a member could be
diagnosed with cancer and self-attest to medical frailty on that basis, and then later (while still

enrolled in HUSKY D) suffer a stroke. Under the IFR, assuming continuous Medicaid coverage
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during that period, the member could not self-attest to medical frailty based on the stroke and thus
could lose coverage if they could not obtain documentation for this diagnosis.

51. DSS is statutorily required to provide notice to members regarding the changes
occasioned by the IFR on or before August 31, 2026. 42 U.S.C. 1936a(xx)(8)(A) (directing States
to begin outreach no later than four or more months before December 31, 2026). At present, DSS
is uncertain as to how, for example, a member might establish that they are medically frail.
Accordingly, the content of this notice will not have the clarity required to communicate to
members how they can comply with the new requirements.

52. DSS has spent years conducting outreach and building relationships with HUSKY
Health enrollees. Confusion over eligibility determinations risks harming that relationship and
lowering institutional trust. Members who do not understand why they were disenrolled or what is

required to be eligible may simply forego coverage.

Administrative, Operational, and Financial Burdens on Connecticut

Burdens on HUSKY Health

53. Because CMS had never before imposed community engagement requirements
across eligibility categories, DSS’s eligibility system was not built to support community
engagement requirements and is not easily configured to incorporate the numerous eligibility
factors necessary to evaluate community engagement. DSS has budgeted, obtained and begun
expending federal and state funds to support system development; every deviation from the
original community engagement guidance increases costs as “change requests” are required to
rebuild and reconfigure earlier designs and builds.

54. With respect to the medical frailty exclusion, the surprising additional “significant

impairment” requirement—plus the uncertainty of how to implement it—will require DSS to
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rapidly change its operational approach and systems development. In addition to analyzing,
developing and implementing new ways to evaluate medical frailty, DSS may need to integrate
new data sources to evaluate members’ eligibility for the medical frailty exclusion, which will add
development costs as well as potential costs from accessing new data. As more individuals are
impacted and denied coverage or disenrolled as a result of this requirement, DSS expects more
calls, more documents to process, and more appeals of adverse actions. This will in turn cause
negative impacts on the Department’s ability to timely determine eligibility for all of its other
clients and will likely necessitate increased state costs for additional staff and vendor capacity. And
finally, in addition to the costs of operationalizing this new requirement, DSS will also incur the
cost of educating its members, staff, and other stakeholders about what the requirement means and
how it can be met.

55. DSS also expects the new, complex, and variable limitations on self-attestation to
increase its operational complexity. These limitations will make it harder to train staff, vendors,
assisters, and community organizations on eligibility processes. As with the medical frailty
exclusion, DSS expects the self-attestation limitation to lead to more calls, more documentation to
be scanned and reviewed by staft, and more denials and disenrollments that, themselves, lead to
more calls and appeals. In addition, the change in the self-attestation rules from 2027 to 2028 will
require additional system development, training, and outreach and education to accommodate the
new 2028 rules.

Burdens on Connecticut

56. The burdens from community engagement requirements imposed by H.R. 1 and
made worse by the IFR fall not just on DSS, but on the state’s health insurance exchange and the

State of Connecticut more generally. As noted above, HUSKY Health members will likely face

18



Case 1:26-cv-12962-DLC  Document 6-4  Filed 06/29/26 Page 20 of 21

increased denials and disenrollments—and, due to the “significant impairment” requirement for
medical frailty, many of those disenrollments could be of some of HUSKY Health’s most
medically needy members. The IFR will have a disproportionate impact on members with
disabilities and chronic health conditions who are enrolled in HUSKY D. Connecticut’s budget
will suffer harm due to loss of federal matching funds when eligible individuals lose Medicaid
coverage. As the uninsured rate increases, there will be a greater financial strain on providers — in
particular rural, community, and safety net hospitals as well as community health centers — that
will be called upon to provide even greater levels of uncompensated care. Furthermore, individuals
that are disenrolled from HUSKY Health will likely lose access to primary and preventive care —
and care necessary to treat their statutorily recognized medical conditions — resulting in more
individuals seeking high-cost, emergency care. In addition, the lack of preventive care may result
in an increased transmission of communicable disease and more strain on the state agencies
responsible for addressing these declines in public health. Most importantly, DSS expects poorer
health outcomes across Connecticut, as fewer people will be able to access appropriate care and
manage chronic conditions.

57. In addition, DSS expects that the new medical frailty requirements—both the
“significant impairment” requirement and the limitations of medical frailty self-attestation—will
place a significant administrative strain on treating healthcare providers. In order to support
members seeking medical frailty exemptions, providers may need to devote time to providing
documentation to demonstrate that a member is medically frail and significant impairment in the
ability to work. This will require providers to take time away from their patient care and increase

administrative strain on providers, adding to healthcare costs and impacting access to care.
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I declare under penalty of perjury under the laws of the United States that, to the best of
my knowledge, the foregoing is true and correct.

Executed this 26th day of June 2026.

Digitally signed by Peter Hadler

DN: cn=Peter Hadler, 0=DSS, ou=Deputy
e e r a e r Commissioner, email=peter.hadler@ct.gov, c=US

Date: 2026.06.26 16:23:00 -04'00"

Peter Hadler, Esq.
Deputy Commissioner
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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF MASSACHUSETTS

COMMONWEALTH OF MASSACHUSETTS;
STATE OF CALIFORNIA; STATE OF NEW
JERSEY:; et. al.

Plaintiffs,
Case No.

V.

MEHMET OZ, M.D., in his official capacity of as
Director of the Centers for Medicare & Medicaid
Services; CENTERS FOR MEDICARE &
MEDICAID SERVICES; ROBERT F. KENNEDY,
JR., in his official capacity as Secretary of the U.S.
Department of Health & Human Services, U.S.
DEPARTMENT OF HEALTH & HUMAN
SERVICES,

Defendants.

DECLARATION OF ANDREW WILSON

I, Andrew Wilson, declare under the penalty of perjury pursuant to 28 U.S.C. § 1746 that
the following is true and correct:

1. [ am a resident of Delaware. [ am over the age of 18 and have personal knowledge,
or knowledge based on review in my capacity as State Medicaid Director of information and
records gathered by Department of Health and Social Services and agency staff, of the matters set
forth below. I have held that position since 2023. I have a Bachelor’s degree in English Writing
from St. Lawrence University and a Juris Doctor from Albany Law School. If called as a witness,
I could and would testify competently to the matters set forth below.

Professional and Agency Background
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2. I am the Director for the Diamond State Health Plan and Diamond State Health
Plan Plus State Medicaid program and Children’s Health Insurance Program (CHIP) (known
together in Delaware as Delaware Medicaid).

3. The Division of Medicaid and Medical Assistance (DMMA) is the single state
agency responsible for administering Delaware Medicaid. Delaware Medicaid provides low-
income individuals with comprehensive healthcare coverage and access to affordable, integrated,
high-quality healthcare at no or low cost. Delaware Medicaid’s coverage includes medical, dental,
mental health and substance use treatment, long-term services and supports, and long-term care.
Delaware Medicaid’s mission is to provide medical assistance to eligible low-income families and
to eligible people who are aged, blind and/or disabled and whose income is too low to meet the
cost of necessary medical services. Medicaid pays for: doctor visits, hospital care, labs,
prescription drugs, transportation, routine shots for children, mental health and substance abuse
services.

4. Delaware Medicaid insures approximately 240,000 people, providing health
coverage to children, families, and older adults—including some of the most vulnerable residents
in the state, such as those experiencing homelessness, living with a disability, or who have a serious
or complex medical condition.

5. Delaware administers the Delaware Medicaid program pursuant to federal law and
regulations as well as the terms of its federally approved State Plans and its Section 1115
Demonstration Project. Delaware Medicaid receives federal Medicaid and CHIP funding, known
as “Federal Financial Participation” (FFP), which covers an average of 60% of Delaware

Medicaid’s expenditures on eligible enrollees.

Medicaid Expansion in Delaware
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6. On January 1, 2014, Delaware implemented Medicaid expansion under the
Affordable Care Act (the “ACA”). This expansion extended federally funded comprehensive
health insurance to low-income adults aged 19 to 64 with household incomes up to 133% of the
Federal Poverty Level primarily through the Diamond State Health Plan program.

7. Enrollees in the Diamond State Health Plan receive full, comprehensive benefits
that include hospital care, prescription drugs, mental health services, and preventive care.
Currently, eligibility for the Diamond State Health Plan requires that an individual (1) be an adult
19-64 years old; (2) be a citizen or qualified immigrant; and (3) have household income less than
or equal to 133% of the Federal Poverty Level.

8. As of January 1, 2026, approximately 70,000 members are enrolled through the
expansion population. For the current state fiscal year 2026, approximately 90% of federal

Medicaid funding comes from the FFP for expansion program members.

CMS’s Pre-IFR Guidance to Delaware

0. I and my staff at DMMA have been closely following enactment and
implementation of H.R. 1, in particular Section 71119, which imposes novel work or community
engagement requirements for adults covered under the Medicaid expansion provisions of the ACA
(the “community engagement requirements”).

10.  Prior to the enactment of H.R. 1, the Medicaid Act has never required financially
eligible individuals to work, volunteer, or meet other community engagement requirements to
establish Medicaid eligibility. Consequently, Delaware Medicaid does not have in place systems

by which to verify work, volunteer, or other community engagement activities.
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11. Since November 2025, CMS has been providing guidance on expected community
engagement requirements policy. On November 19, 2025, CMS presented a slide deck on
community engagement requirements, which was later provided to states on December 4, 2025.

12. These sorts of calls represent a long-held practice by CMS to provide guidance to
states, outside of formal rulemaking, in complying with urgent and significant changes in federal
Medicaid law. In the absence of regulations, Delaware relied on CMS guidance from these calls,
and the associated slide decks and other materials, to determine how to comply with new laws,
implement operational, system, and process changes, and, ultimately, avoid financial penalties that
those laws imposed for noncompliance.

13. States likewise relied on the guidance shared by CMS on these regular calls
concerning H.R. 1. Regarding the definition of medical frailty, CMS indicated that it intended to
“use a definition ... similar to that described in regulations at 42 CFR § 440.315(f),” which is a
regulation whose language closely resembles the H.R. 1 language. Nov. 19, 2025 CMS Slide Deck,
page 11. CMS also stated that it expected to allow verification of medical frailty through “medical
claims data review or provider documentation, or completion of a screening tool.” Nov. 19, 2025
CMS Slide Deck, page 11; see also slide 17 (“medical frailty status ... available through claims
data” or “medical screener”).

14. At no point between the passage of H.R. 1 in July 2025 and the promulgation of the
Interim Final Rule in June 2026 did CMS indicate that it would require “medically frail”
individuals to have a significant impairment to their ability to comply with community engagement
requirements. Nor did CMS indicate that states would need to verify that a member had such a

significant impairment when determining eligibility for the medical frailty exclusion.
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15.  Regarding use of self-attestation to verify medical frailty, while initially CMS
signaled that only limited use of self-attestation would be permitted, see Nov. 19, 2025 CMS Slide
Deck pg. 16, CMS later indicated that self-attestation would be an acceptable verification method
when data was not available.

16.  In March 2026, CMS reiterated that states may use auditable self-attestation in the
absence of claims data. CMS specifically noted that states could use such an auditable self-
attestation “to confirm ongoing medical frailty” in addition to when a member newly identifies as
medically frail. CMS also noted that States should be able to reassess individuals for medical frailty
at redetermination, even without extensive claims history, based on new information such as a
major life event. At no point did CMS indicate members would be limited to only one self-
attestation per enrollment period, even if they developed multiple sequential medical frailty
conditions.

17. On Friday, May 1, 2026, during the community engagement requirements
workgroup call, CMS showed states a slide deck that included a definition of the medical frailty
exclusion. These slides did not mention any requirement that an individual’s medically frail
condition would need to impair their ability to comply with community engagement requirements.

18. On or about Wednesday, May 6, 2026, CMS informed states that information

conveyed on the Friday, May 1, 2026 call should not be acted upon, and was subject to change.

CMS Issues the Interim Final Rule

19. On June 1, 2026, CMS promulgated the Interim Final Rule (“IFR”) relating to the
community engagement requirement. The IFR includes several surprising provisions that are
vague, differ substantially from CMS’s prior guidance, and are more restrictive than statutory

language. These provisions also will be very challenging and costly for Delaware Medicaid to
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design by August 31, 2026, and implement before January 1, 2027, and are expected to cause
significant harm to members and Delaware Medicaid once implemented. These provisions include
the following:

Medically Frail Definition

20.  With respect to the medically frail exclusion, the IFR added a new requirement that,
in addition to falling into one of the five categories enumerated in H.R. 1, a “medically frail”
individual must a/so be “an individual whose physical, mental, or other behavioral health condition
significantly impairs the individual’s ability to comply with the community engagement
requirements.” 42 CFR § 435.554(¢c)(5)(i).

21. This “significant impairment” requirement does not exist in the text of H.R. 1
Section 71119. See Social Security Act § 1902(xx)(9)(A))(I)(V) [42 U.S.C.
1396a(xx)(A)(11)(II)(V)]. In a webinar and slide deck presented to state Medicaid agencies on June
9, 2026, CMS acknowledged that, in addition to the statutory requirement that an individual meet
the definition of medically frail supplied by Congress in section 71119, as codified at, 42 U.S.C. §
1396a(xx) (section 1902(xx) of the Social Security Act), the IFR also requires that the individual
be significantly impaired in their ability to comply with community engagement requirements in
order to be considered medically frail. CMS cited no statutory basis for this second, new
requirement.

22. Additionally, the “significant impairment” requirement was not mentioned in any
CMS written or verbal guidance before the IFR was published, up to and including the CMS
guidance about medical frailty provided to states as recently as May 1, 2026.

23. The IFR provided very little concrete guidance for states about how to verify

whether an individual meets this new “significant impairment” requirement. However, the IFR
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does indicate that, in general, states cannot rely solely on diagnosis or condition codes, because
doing so “would risk sweeping in individuals whose conditions do not significantly impair their
functional capacity.” 91 Fed. Reg. 33,373 (June 3, 2026). This is in direct conflict with prior
guidance provided by CMS that states may use claims-based data to verify whether an individual
meets the medical frailty exemption in general. Instead, the IFR says that states should verify
medical frailty using information from “multiple domains,” to determine a member’s
“condition[s], utilization of services ... and their level of impairment.” 91 Fed. Reg. 33,406 (June
3, 2026). It also suggests that states could use “algorithms using administrative claims data that
assign acuity scores to individuals,” id., but does not explain what administrative data a state can
use or what would be an acceptable analysis of such data.

24. Since the IFR’s release, CMS has told states that it is developing significantly more

guidance on the medically frail exclusion. However, this guidance has not yet been provided.

Self-Attestation

25. Unlike the guidance provided by CMS through fall 2025 and spring 2026, which
indicated that an “auditable self-declaration” could generally be used when reliable data was
unavailable, see supra 9 15-16, the IFR significantly limits the occasions when an individual may
rely --on self-attestation to demonstrate compliance with community engagement. It does so using
a complex and limiting framework (that changes again after the first year of implementation) that
will be harmful for members and difficult to implement.

26. Thus, the IFR significantly limits members’ ability to self-attest to community
engagement eligibility factors after January 1, 2028. Of note, several community engagement
eligibility factors are ones where documentation is unlikely to be available, such as whether a

parent provides “some level of care” to their child (42 CFR § 435.554(a) (definition of “parent”));
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or the precise number of hours that a family caregiver provides assistance to a child or disabled
individual (42 CFR § 435.554(c)(3)(1)(C)).

27.  Under Section 1902 of the Social Security Act and 42 CFR § 435.916, state
Medicaid agencies are required to periodically (at least annually) conduct a complete
redetermination of an individual’s Medicaid eligibility, commonly called a “renewal” or “renewal
cycle.” The Social Security Act does not recognize a “period of enrollment.” That concept is
introduced for the first time in the IFR and used in a way that hinders states’ operational
efficiencies, puts medically at-risk members in danger of losing Medicaid coverage, and treats
patients differently based on when in this period their medical impairment may arise.

28.  Arenewal cycle lasts at most 12 months (or when section 71107 of H.R. 1 takes
effect, 6 months for certain individuals). In contrast, under the IFR’s newly introduced construct,
a period of enrollment can last several renewal cycles as long as the individual remains enrolled
in Medicaid.

29.  Under 42 CFR § 435.916, a renewal of Medicaid eligibility is a de novo review of
all eligibility factors, except where prohibited to protect member eligibility (e.g. Medicaid agencies
cannot require an individual to reverify citizenship under 42 CFR § 435.956(a)(4)(ii)). However,
the IFR creates different sets of rules that the state must apply in conducting eligibility
determinations related to the community engagement requirements based on whether an individual
is within a period of enrollment and whether, during that period, the individual has previously
submitted a self-attestation. This distinction on when self-attestation can be used exacerbates the
operational complexity the state faces in implementing the requirements with fidelity and increases

the risk of confusion on the part of the members.
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30.  Priorto the IFR and the introduction of the new concept of a “period of enrollment,”
the use of self-attestation or a failure to verify an eligibility factor in a previous renewal cycle
would not adversely impact an individual in their current renewal.

31.  Furthermore, there is no lockout period or other prohibition on reapplying for
Medicaid after an individual has been disenrolled for failure to verify compliance with or
exemption from the community engagement requirements. Therefore, an individual who is
prohibited from self-attesting to medical frailty for a second time in the same enrollment period
and is subsequently terminated because the individual cannot verify medical frailty, can reapply
once fully disenrolled and use self-attestation again at the start of a new period of enrollment. As
such, the IFR will likely increase disruptions to an individual’s continuity of healthcare, increase
costs and complexity to the state in implementing the rule, and, at the same time, fails as a

meaningful work incentive or program integrity measure.

Data Feed Integration

32. The IFR places very broad requirements on states to identify reliable data sources
for verifying community engagement eligibility factors. The IFR requires Medicaid agencies to
use “reliable information available to the State” to verify eligibility, which it defines as
“information necessary for determining [community engagement requirements] eligibility to
which the agency has access or should have access.” 42 CFR § 435.557(b) (emphasis added). The
IFR thus appears to require states to seek out and, where feasible, incorporate data sources for
every factor of community engagement, even though such factors are numerous, have non-
centralized data, and often relate to areas that Medicaid agencies have never assessed before, such

as school attendance, community volunteer work, and job program enrollment. While CMS has
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previously indicated there would be a phased approach to adding data sources, see 11/19/2025

CMS slide deck pg. 28, the new regulation does not expressly permit this.

Renewal Process

33. The IFR lays out procedures for states to evaluate member compliance with
community engagement requirements at renewal. However, these procedures will, in effect, deny
members the full window of time they are granted in H.R. 1 to demonstrate they comply with work
requirements.

34, If a state cannot verify whether a member is still eligible for Medicaid through its
ex parte data sources, the state sends the member a pre-populated renewal form to complete. See
42 CFR § 435.916(a)(3). According to the IFR, most states begin their renewal process and, if
necessary, send this pre-populated form about 60 to 90 days before a member’s renewal is due. 91
Fed. Reg. 33,390 (June 3, 2026). According to the IFR, if a state cannot ex parte verify compliance
with community engagement requirements, the state may either send “a notice of noncompliance”
with this renewal form, or as a follow-up after the member returns the renewal form if the state
still cannot verify community engagement. 91 Fed. Reg. 33,411-12. The “notice of
noncompliance,” which is mandated by H.R. 1, provides members with only 30 days to respond,
after which the member must be disenrolled if compliance with community engagement still
cannot be verified. Social Security Act Section 1902(xx)(6) [42 U.S.C. 1396a(xx)(6)]. This
disenrollment must happen no later than the month following the month in which the 30-day period
expires. Id. The IFR says that this 30-day period cannot be extended and says that “states must
complete the entire renewal process, including the noncompliance procedures, by the end of the

beneficiary’s eligibility period. 91 Fed. Reg. 33,412 (June 3, 2026).

10
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35. The effect of this structure is that members will be evaluated for compliance with
work requirements before—often months before—the time period in which they are entitled to
comply with work requirements is complete. This abbreviated time period will increase the

likelihood of coverage loss for otherwise eligible members.

Short-term Hardship Exceptions

36. H.R. 1 allows States to apply exceptions for certain short-term hardship events.
These short-term hardship events include receiving inpatient medical services, residing in a county
where an emergency or disaster has been declared by the President or where there is high
unemployment, or traveling outside one’s community for necessary medical services. See SSA §
1902(xx)(3)(B).

37. The IFR provides that, the short-term hardship exception requires a new applicant
to demonstrate the exception “for at least one, but not more than 3 consecutive months, as specified
in the State plan, immediately preceding the month of application.” 91 Fed. Reg. 33473 (emphasis
added). An applicant cannot demonstrate the exception for the same month in which they apply to
Medicaid.

38. This requirement ensures that newly eligible individuals experiencing hardship
events will have to wait at least until the start of the following month to receive necessary coverage,
likely foregoing necessary care in the meantime or further straining our emergency health care

system.

Other

39. Several of the timelines set out in the IFR do not take account of the fact that

providers have 2 months to submit claims and claims and encounter data can take as a long as a

11
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year to completely adjudicate. For determinations that are supposed to be made regarding the
preceding year, Delaware Medicaid may not even have the relevant claims data. Once again, this

provision will increase the risk of coverage loss for otherwise eligible individuals.

Delaware Medicaid’s Efforts to Implement the Community Engagement Requirements
Before and After the IFR Issued

40. Following the enactment of H.R. 1, Delaware Medicaid recognized that it would be
extraordinarily challenging to complete the necessary system and process changes required by the
August 31, 2026 notice deadline and January 1, 2027 implementation dates, given the magnitude
of changes needed for the community engagement requirements and the short period of time
afforded by H.R. 1. Therefore, immediately after H.R. 1 was passed in July 2025, Delaware
Medicaid began work to prepare to comply with community engagement requirements.

41.  Beginning in November 2025 and continuing until the release of the IFR, Delaware
Medicaid based its policy and system determination on the statutory language and the
subregulatory guidance provided by CMS, as detailed above. Based on this guidance, Delaware
Medicaid has already done the following:

e Entered into $8,851,776 contracts with Deloitte to engage in extensive work to set-
up system requirements, design systems, and to build and code the state’s All
Worker Web (AWW) eligibility system necessary to bring it into compliance with
H.R. 1.

e Entered into $704,400 contracts with Gainwell Technologies LLC and engaged in
extensive system design to buildand code the state’s Medicaid Management
Information System into compliance with H.R. 1.

e Invested and redirected significant staff time to implementing H.R.1, to the

detriment of other Division mandates and requirements.

12
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e Forecasted and budgeted the Fiscal Year 27 state budget for the funds necessary to
implement H.R.1 as made in reliance on unofficial CMS guidance and urging to
not wait for official guidance, in reliance on the statute and in order to comply with
the statutory timelines.

e Worked on application forms (screeners) and notices.

e Conducted outreach presentations to member, staff, and stakeholders.

e Worked with vendors to help plan work and research for needed policy revisions.

e Built and launched a website.

¢ Finalized mass mailer to comply with HR section 71119 which are scheduled to go
out August 22, 2026 and opted into CMS campaign emails that are scheduled to
begin sending emails July 6, 2026.

42. With respect to implementing the medically frail exclusion in particular, Delaware
Medicaid has worked extensively with clinical and systems personnel to build a process to identify
individuals who could be considered “medically frail.” This system is based largely on claims data,
in line with CMS guidance to “verify medical frailty” based on a “medical claims data review or
provider documentation.” Nov. 19, 2025 CMS Slide Deck, page 11; see also slide 17 (“medical
frailty status ... available through claims data”.)

43.  Delaware Medicaid faces several urgent deadlines with respect to implementing
community engagement requirements. Delaware Medicaid must apply community engagement
requirements to applications and renewals as of January 1, 2027, and to do this, Delaware Medicaid
must have substantially finalize eligibility system requirements by June 1, 2026, in order to enable
full system deployment, with appropriate testing, by the end of 2026. As of the date of this

Declaration, Delaware Medicaid will only have limited ability to make further system changes for
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use by January 1, 2027. Moreover, Delaware Medicaid is required by H.R. 1 to issue timely notices
addressing the changes occasioned by the IFR. In order to issue those notices in a timely fashion,
Delaware Medicaid needs to send information by August 31, 2026. To accomplish this, Delaware
needs to have finalized content no later than July 31, 2026. This includes time for required
translation, system vendor programming, and mail processing.

44.  Nevertheless, Delaware Medicaid still lacks clarity on several crucial issues from
the IFR. While the IFR says that Delaware Medicaid will need to evaluate whether a member’s
medical condition significantly impairs their ability to work, CMS has provided only the most
limited guidance about how Delaware Medicaid should determine this. While CMS has said more
subregulatory guidance will be provided, Delaware Medicaid must develop its eligibility systems
and processes without knowing what this future guidance is—bearing the risk that the future
guidance will conflict with its system development. This lack of clarity impacts not only Delaware
Medicaid, but also the messages that Delaware Medicaid can provide its members: if Delaware
Medicaid does not understand what it means for a medical condition to “significantly impair” a
member’s ability to work, it cannot educate its members about how to demonstrate compliance
with this requirement. Finally, the IFR does not clarify which data sources Delaware Medicaid is
required to have integrated as of January 1, 2027, and which can be integrated later. Delaware
Medicaid requires clarity on these issues in order to implement community engagement
requirements in a timely fashion and to ensure that its members are prepared for this
implementation.

45. Of note, the consequences for Delaware Medicaid from building its systems
inconsistently with CMS’s incomplete and as-yet unissued guidance are significantly heightened.

If Delaware Medicaid is not able to configure its systems quickly enough, or if it configures its
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systems inconsistently with CMS’s eventual guidance, it could face negative audit findings and
significant financial penalties under H.R. 1 Section 71106. In other words, at the same time that
financial consequences for not complying with guidance are rising, CMS’s failure to issue clear
and timely guidance on community engagement requirements is making it harder for Delaware

and other states to comply.

Human Costs of Community Engagement Requirements, Made Worse By the IFR

46. The purpose of the Affordable Care Act (ACA) was to ensure that low-income
individuals receive comprehensive healthcare coverage and have access to affordable, integrated,
high-quality healthcare at no or low cost. However, the community engagement requirements
included in H.R. 1 are expected to result in large-scale disenrollment of members, including
members who are eligible but cannot verify their eligibility.

47.  Delaware projections conducted before the IFR was released suggest that (1) at
least 14,500 of Delaware Medicaid’s members in its expansion program will be disenrolled at some
point due to the combination of community engagement requirements and six-month
redeterminations (a provision of H.R. 1 that requires expansion members’ eligibility to be
reevaluated every six months), and (2) Delaware uninsured rates will increase by up to 1.4%.
Because the IFR goes beyond H.R. 1, stripping away the protections provided in H.R. 1 to the
medically frail and adding new limitations on self-attestation that do not appear in H.R. 1, these
studies likely underestimate the impact to members.

48.  Indeed, Delaware Medicaid expects the “significant impairment” requirement to
result in more members losing coverage than would otherwise have lost coverage under the
statutory definition of medically frail. This is either because their condition may not meet the IFR’s

additional, non-statutory “significant impairment” threshold, or because they cannot obtain the
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proof required to demonstrate their ability to work is significantly impaired. The “significant
impairment” requirement will also likely increase member confusion. Delaware Medicaid
members may think they do not qualify as “medically frail,” given the added complexity, and
Delaware Medicaid may see an increase in non-responses from members and decreased rates of
application. The “significant impairment” requirement will also likely decrease the number of
people Delaware Medicaid can automatically verify as medically frail, because, under the IFR, the
ex parte verification process will generally require not just a diagnosis code, but also other data on
utilization of services and level of impairment, see 91 Fed. Reg. 33,406 (June 3, 2026), which may
not be available for many renewing members. This will further increase coverage loss because
individuals will need to provide documentation or additional information to successfully renew.
Finally, members with complex medical conditions can see fluctuations in their symptoms from
day-to-day or month-to-month, which will make it even more difficult to assess whether their
condition meets the “significant impairment” threshold.

49. Members with conditions that meet the statutory categories of medical frailty but
who lose coverage due to inability to document “significant impairment” may return to Delaware
Medicaid sicker and costlier for the loss of health coverage to treat and manage their conditions.
This type of “churn” in Medicaid enrollment both raises costs for Delaware Medicaid and
decreases quality of care for members.

50. Delaware Medicaid expects the IFR’s limitations on self-attestation to increase
member confusion and coverage loss as well. In Delaware Medicaid’s experience, the requirement
to obtain third party documents to demonstrate eligibility creates a procedural hurdle that increases

termination rates for otherwise eligible members. Thus, as self-attestation tightens, Delaware
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Medicaid expects that more members who are actually eligible will be disenrolled simply because
they are be unable to demonstrate their eligibility.

51.  Delaware Medicaid also expects the “once per enrollment period” limitation on
medical frailty self-attestations to particularly harm members with multiple medically frail
conditions, especially those who develop one medically frail condition, recover from it, and then
develop a second medically frail condition during the same enrollment period. For example, a
member could be diagnosed with cancer and self-attest to medical frailty on that basis, and then
later (while still enrolled in Delaware Medicaid) suffer a stroke. Under the IFR, assuming
continuous Medicaid coverage during that period, the member could not self-attest to medical
frailty based on the stroke and thus could lose coverage if they could not obtain documentation for
this diagnosis.

52.  Delaware Medicaid is statutorily required to provide notice to members regarding
the changes occasioned by the IFR on or before August 31, 2026. 42 U.S.C. 1936a(xx)(8)(A)
(directing States to begin outreach no later than four or more months before December 31, 2026).
At present, Delaware Medicaid is uncertain as to how, for example, a member might establish that
they are medically frail. Accordingly, the content of this notice will not have the clarity required
to communicate to members how they can comply with the new requirements.

53.  Delaware Medicaid] has spent years conducting outreach and building relationships
with Delaware Medicaid enrollees. Confusion over eligibility determinations risks harming that
relationship and lowering institutional trust. Members who do not understand why they were

disenrolled or what is required to be eligible may simply forego coverage.

Administrative, Operational, and Financial Burdens on Delaware

Burdens on Delaware Medicaid

17
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54.  Because CMS had never before imposed community engagement requirements
across eligibility categories, Delaware Medicaid’s eligibility system was not built to support
community engagement requirements and is not easily configured to incorporate the numerous
eligibility factors necessary to evaluate community engagement. Delaware funds to cover the
system change requirements were previously accounted for and budgeted. The newly-released IFR
would require additional funds that have not been budgeted and significantly more staff time
dedicated to additional system requirement work. New vendors may also be required to be
procured as the implementation of the IFR requirements are outside the scope and experience of
existing vendors.

55.  With respect to the medical frailty exclusion, the surprising additional “significant
impairment” requirement—plus the uncertainty of how to implement it—will require Delaware
Medicaid to rapidly change its operational approach and systems development. In addition to
analyzing, developing and implementing new ways to evaluate medical frailty, Delaware Medicaid
may need to integrate new data sources to evaluate members’ eligibility for the medical frailty
exclusion, which will add development costs as well as potential costs from accessing new data.
As more individuals are impacted and denied coverage or disenrolled as a result of this
requirement, Delaware Medicaid expects more calls, more documents to process, and more appeals
of adverse actions. And finally, in addition to the costs of operationalizing this new requirement,
Delaware Medicaid will also incur the cost of educating its members, staff, and other stakeholders
about what the requirement means and how it can be met.

56. Delaware Medicaid also expects the new, complex, and variable limitations on self-
attestation to increase its operational complexity. These limitations will make it harder to train

staff, vendors, assisters, and community organizations on eligibility processes. As with the medical
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frailty exclusion, Delaware Medicaid expects the self-attestation limitation to lead to more calls,
more documentation to be scanned and reviewed by staff, and more denials and disenrollments
that, themselves, lead to more calls and appeals. In addition, the change in the self-attestation rules
from 2027 to 2028 will require additional system development, training, and outreach and
education to accommodate the new 2028 rules.

57.  Finally, the speed required by the IFR, to say nothing of the regulation’s ambiguity,
substantially increases the risk that Delaware Medical will inadvertently fail to make all the
required changes within the given timeline. As a result, Delaware Medicaid is likely to incur even
more costs next year and beyond, as they work to identify issues and implement changes to bring
their system into compliance; issues which, given more time, they could have addressed prior to
implementation.

Burdens on Delaware

58.  The burdens from community engagement requirements imposed by H.R. 1 and
made worse by the IFR fall not just on Delaware Medicaid, but on Delaware more generally. As
noted above, Delaware Medicaid members will likely face increased denials and disenrollments—
and, due to the “significant impairment” requirement for medical frailty, many of those
disenrollments could be of some of Delaware Medicaid’s most medically needy members. The
IFR will have a disproportionate impact on members with disabilities and chronic health conditions
who are enrolled in the expansion program. Delaware’s budget will suffer harm due to loss of
federal matching funds when eligible individuals lose Medicaid coverage. As the uninsured rate
increases, there will be a greater financial strain on providers — in particular rural, community, and
community health centers and hospitals — that will be called upon to provide even greater levels of

uncompensated care. Furthermore, individuals that are disenrolled from Delaware Medicaid will
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likely lose access to primary and preventive care — and care necessary to treat their statutorily
recognized medical conditions — resulting in more individuals seeking high-cost, emergency care.
In addition, the lack of preventative care will result in increased communicable disease outbreaks
and more strain on Delaware Medicaid. Most importantly, Delaware Medicaid expects poorer
health outcomes across the Delaware, as fewer people will be able to access appropriate care and
manage chronic conditions.

59. In addition, Delaware Medicaid expects that the new medical frailty
requirements—both the “significant impairment” requirement and the limitations of medical
frailty self-attestation—will place a significant administrative strain on treating healthcare
providers. In order to support members seeking medical frailty exemptions, providers may need to
devote time to providing documentation to demonstrate that a member is medically frail and
significant impairment in the ability to work. This will require providers to take time away from
their patient care and increase administrative strain on providers, adding to healthcare costs and

impacting access to care.

I declare under penalty of perjury under the laws of the United States that, to the best of
my knowledge, the foregoing is true and correct.

Executed this 26™ day of June 2026.

DocuSigned by:
Andaew dosn
35F947CO8C8BA499... ilson
Deputy Secretary for Delaware Medicaid
Department of Health and Social Services
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DECLARATION OF MELISA BYRD

I, Melisa Byrd, declare under the penalty of perjury pursuant to 28 U.S.C. § 1746 that the
following is true and correct:

1. I am a resident of the District of Columbia. I am over the age of 18 and have
personal knowledge, or knowledge based on review in my capacity as Senior Deputy Director and
Medicaid Director at the District of Columbia Department of Health Care Finance (“DHCF”) of
information and records gathered by DHCF staff, of the matters set forth below. If called as a
witness, I could and would testify competently to the matters set forth below.

Professional and Agency Backeround

2. I am the Director for the District of Columbia State Medicaid program and
Children’s Health Insurance Program (CHIP) (known together in the District as DC Medicaid).

3. DHCEF is the single state agency responsible for administering DC Medicaid. DC
Medicaid provides low-income individuals and people with disabilities with comprehensive
healthcare coverage and access to affordable, integrated, high-quality healthcare at no or low cost.
DC Medicaid’s coverage includes medical, dental, mental health and substance use treatment,
long-term services and supports, and pharmacy.

4. DC Medicaid insures approximately 250,000 people, providing health coverage to
children, families, and older adults—including some of the most vulnerable residents in the
District, such as those experiencing homelessness, living with a disability, or who have a serious
or complex medical condition.

5. DHCF administers DC Medicaid pursuant to federal law and regulations as well as
the terms of the District’s federally approved State Plans and its Section 1115 Demonstration

Project. DC Medicaid receives federal Medicaid and CHIP funding, known as “Federal Financial
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Participation” (FFP), which covers at least 70 percent (for most populations) and up to 90 percent

(for certain expansion adults) of DC Medicaid’s expenditures on services for eligible enrollees.

Medicaid Expansion in the District of Columbia

6. On January 1, 2014, the District implemented Medicaid expansion under the
Affordable Care Act (the “ACA”). This expansion extended federally funded comprehensive
health insurance to low-income childless adults aged 19 to 64 with household incomes up to 133%
of the Federal Poverty Level.

7. Enrollees in the District’s Medicaid expansion program receive full, comprehensive
benefits that include hospital care, prescription drugs, mental health services, and preventive care.
Currently, eligibility for the District’s Medicaid expansion program requires that an individual (1)
be an adult 19-64 years old; (2) be a citizen or qualified immigrant; and (3) have household income
less than or equal to 133% of the Federal Poverty Level.

8. As of FY 2026, approximately 79,000 (29%) of DC Medicaid members are enrolled
in the District’s Medicaid expansion program in an average month. For the District’s current fiscal
year 2026 approved budget, approximately $1.1 billion (27%) of DC Medicaid’s federal Medicaid
funding for provider services comes from the FFP for the District’s Medicaid expansion program

members.

CMS’s Pre-IFR Guidance to the District of Columbia

0. Prior to the enactment of H.R. 1, the Medicaid Act has never required financially
eligible individuals to work, volunteer, or meet other community engagement requirements to
establish Medicaid eligibility. Consequently, DHCF does not have in place systems by which to

verify work, volunteer, or other community engagement activities for DC Medicaid members.
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10. Since November 2025, CMS has been providing guidance on expected community
engagement requirements policy. On December 5, 2025, CMS began working calls with states to
provide guidance and conduct question-and-answer sessions with states on implementing
community engagement. In the absence of regulations, DHCF relied on CMS guidance from these
calls, and the associated slide decks and other materials, to determine how to comply with new
laws, implement operational, system, and process changes, and, ultimately, avoid financial
penalties that those laws imposed for noncompliance.

11. DHCEF likewise relied on the guidance shared by CMS on these regular calls
concerning H.R. 1. Although CMS indicated that the guidance was non-final, at no point between
the passage of H.R. 1 in July 2025 and the promulgation of the Interim Final Rule in June 2026
did CMS indicate that it would require “medically frail” individuals to have a significant
impairment to their ability to comply with community engagement requirements. Nor did CMS
indicate that states would need to verify that a member had such a significant impairment when
determining eligibility for the medical frailty exclusion.

12. Regarding use of self-attestation to verify medical frailty, while initially CMS
signaled that only limited use of self-attestation would be permitted, CMS later indicated that self-

attestation would be an acceptable verification method when data was not available.

CMS Issues the Interim Final Rule

13. On June 1, 2026, CMS promulgated the Interim Final Rule (“IFR”) relating to the
community engagement requirement. The IFR includes several provisions that will be very
challenging for DHCF to design by August 31, 2026, and implement before January 1, 2027, and

are expected to cause significant harm to DC Medicaid members and DHCF once implemented.
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14. Medical Frailty Exclusion: The IFR added a new requirement that, in addition to
falling into one of the five categories enumerated in H.R. 1, a “medically frail” individual must
also be “an individual whose physical, mental, or other behavioral health condition significantly
impairs the individual’s ability to comply with the community engagement requirements.” 42 CFR
§ 435.554(c)(5)().

15. Self-Attestation: The IFR also significantly limits the occasions when an
individual may rely on self-attestation to demonstrate compliance with community engagement. It
does so using a complex and limiting framework (that changes again after the first year of
implementation) that will be harmful for DC Medicaid members and difficult for DHCF to
implement. The IFR also significantly limits members’ ability to self-attest to community
engagement eligibility factors after January 1, 2028, including for those factors where
documentation is unlikely to be available, such as the precise number of hours that a family
caregiver provides assistance to a family member or disabled individual (42 CFR §
435.554(c)(3)(1)(C)).

16. Data Feed Integration: The IFR places very broad requirements on states to
identify reliable data sources for verifying community engagement eligibility factors. The IFR
appears to require DHCF to seek out and, where feasible, incorporate data sources for every factor
of community engagement, even though such factors are numerous, have non-centralized data, and
often relate to areas that DHCF has never assessed before, such as school attendance, community
volunteer work, and job program enrollment.

17. Renewal Process: The IFR lays out procedures for states to evaluate member
compliance with community engagement requirements at renewal. However, these procedures

will, in effect, deny DC Medicaid members the full window of time they are granted in H.R. 1 to
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demonstrate they comply with work requirements. The effect of this structure is that electronic
information for members will be evaluated for compliance with work requirements before—often
months before—the end of the time period in which they are entitled to comply with work
requirements is complete.

18. Short-term Hardship Exceptions: Although H.R. 1 allows states to apply
exceptions for certain short-term hardship events, under the IFR, the short-term hardship exception
requires a new applicant to demonstrate the exception for at least one, but not more than three
consecutive months. An applicant also cannot demonstrate the exception for the same month in
which they apply to Medicaid. This requirement ensures that newly eligible individuals
experiencing hardship events will have to wait at least until the start of the following month to

receive necessary coverage.

DHCE’s Efforts to Implement the Community Engagement Requirements Before and After

the IFR Issued

19.  Following the enactment of H.R. 1, DHCF recognized that it would be
extraordinarily challenging to complete the necessary system and process changes required by the
August 31, 2026 notice deadline and January 1, 2027 implementation dates, given the magnitude
of changes needed for the community engagement requirements and the short period of time
afforded by H.R. 1. Therefore, after H.R. 1 was passed in July 2025, DHCF began work to prepare
to comply with community engagement requirements.

20. Beginning in November 2025, and continuing until the release of the IFR, DHCF
based its DC Medicaid policy and system determination on the statutory language and the
subregulatory guidance provided by CMS. Based on this guidance, DHCF has already done the

following:
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e (Conducted public outreach meetings based on statutory interpretation and
preliminary guidance from CMS
e Drafted rulemaking for publication in the DCMR
e Drafted policy and procedure document based on statutory interpretation and
preliminary guidance from CMS
e Drafted updates to application questions, eligibility notices, noncompliance letter,
and adverse action letters and submitted documents for legal sufficiency review
e Developed eligibility system design for community engagement implementation,
which included weeks of Joint Application Design and Joint Application Review
with inter-agency stakeholders and DCAS contractors
e Allocated DHCF staff and contractor application development resources to ensure
timely release of communication engagement system infrastructure (delaying other
key releases to ensure federal compliance)
e Drafted RFP and contracted with public outreach firm to ensure broad
communication of community engagement requirements in the District
21. With respect to implementing the medically frail exclusion in particular, DHCF has
worked extensively to review clinical and systems information that will support a process to
identify individuals who could be considered “medically frail.” This information is based largely
on claims data, in line with initial CMS guidance, but must now be substantially updated to
accommodate new requirements proposed by CMS related to impairment.
22. DHCEF faces several urgent deadlines with respect to implementing community
engagement requirements for DC Medicaid. DHCF must apply community engagement

requirements to applications and renewals as of January 1, 2027, and to do this, DHCF must
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substantially finalize eligibility system requirements by June 26, 2026, in order to enable full
system deployment, with appropriate testing, in December 2026. After June 26, 2026, DHCF will
only have limited ability to make further system changes for use by January 1, 2027. Moreover,
DHCEF is required by H.R. 1 to issue notices by August 31, 2026 addressing the changes occasioned
by the IFR.! In order to issue notices by August 31, 2026, DHCF would need the content of the
notice finalized by July 31, 2026, so that it can be sent for translation by August 15, 2026, and
provided to the vendor for mailing by August 27, 2026.

23. Nevertheless, DHCEF still lacks clarity on several crucial issues from the IFR. While
the IFR says that DHCF will need to evaluate whether a DC Medicaid member’s medical condition
significantly impairs their ability to work, CMS has provided only the most limited guidance about
how DHCF should determine this. While CMS has said more subregulatory guidance will be
provided, DHCF must develop its DC Medicaid eligibility systems and processes without knowing
what this future guidance is—bearing the risk that the future guidance will conflict with its system
development. This lack of clarity impacts not only DHCF, but also the messages that DHCF can
provide DC Medicaid members: if DHCF does not understand what it means for a medical
condition to “significantly impair” a member’s ability to work, it cannot educate its members about
how to demonstrate compliance with this requirement. Finally, the IFR does not clarify which data
sources DHCEF is required to have integrated as of January 1, 2027, and which can be integrated

later. DHCF requires clarity on these issues in order to implement community engagement

"CMS has indicated in guidance and in the IFR that certain Medicaid agencies can issue notices
in September 2026, see 91 Fed. Reg. 33,420, and DHCEF has relied on this guidance to prepare to
send information to DC Medicaid enrollees by September 4, 2026. For the reasons noted above,
adjusting the timeline to send notices by the August 31, 2026 deadline in H.R. 1 would be even
more challenging.
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requirements in a timely fashion and to ensure that its members are prepared for this
implementation.

24. Of note, the consequences for DHCF from building its DC Medicaid systems
inconsistently with CMS’s incomplete and as-yet unissued guidance are significantly heightened.
If DHCF 1is not able to configure its systems quickly enough, or if it configures its systems
inconsistently with CMS’s eventual guidance, it could face negative audit findings and significant
financial penalties under H.R. 1 Section 71106. In other words, at the same time that financial
consequences for not complying with guidance are rising, CMS’s failure to issue clear and timely
guidance on community engagement requirements is making it harder for the District and other

states to comply.

Human Costs of Community Engagement Requirements, Made Worse By the IFR

25. DHCEF expects the “significant impairment” requirement to result in more DC
Medicaid program members losing coverage than would otherwise have lost coverage under the
statutory definition of medically frail. This is either because their condition may not meet the IFR’s
additional, non-statutory ‘“significant impairment” threshold, or because they cannot obtain the
proof required to demonstrate their ability to work is significantly impaired. The “significant
impairment” requirement will also likely increase member confusion. DC Medicaid program
members may think they do not qualify as “medically frail,” given the added complexity, and
DHCF may see an increase in non-responses from DC Medicaid members and decreased rates of
application and renewal. The “significant impairment” requirement will also likely decrease the
number of people DHCF can automatically verify as medically frail, because, under the IFR, the
ex parte verification process will generally require not just a diagnosis code, but also other data on

utilization of services and level of impairment, see 91 Fed. Reg. 33,406 (June 3, 2026), which may
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not be available for many renewing members. This will further increase coverage loss because
individuals will need to provide documentation or additional information to successfully renew.
Finally, members with complex medical conditions can see fluctuations in their symptoms from
day-to-day or month-to-month, which will make it even more difficult to assess whether their
condition meets the “significant impairment” threshold.

26. Members with conditions that meet the statutory categories of medical frailty but
who lose coverage due to inability to document “significant impairment” may return to DC
Medicaid sicker and costlier for the loss of health coverage to treat and manage their conditions.
This type of “churn” in Medicaid enrollment raises costs for DC Medicaid.

27. DHCEF expects the IFR’s limitations on self-attestation to increase DC Medicaid
member confusion and coverage loss as well. In DHCF’s experience, the requirement to obtain
third party documents to demonstrate eligibility creates a procedural hurdle that increases
termination rates for otherwise eligible members. Thus, as self-attestation tightens, DHCF expects
that more DC Medicaid members who are actually eligible will be disenrolled simply because they
will be unable to demonstrate their eligibility.

28. Beginning in 2028, DHCF also expects the “once per enrollment period” limitation
on medical frailty self-attestations to particularly harm DC Medicaid members with multiple
medically frail conditions, especially those who develop one medically frail condition, recover
from it, and then develop a second medically frail condition during the same enrollment period.
For example, a member could be diagnosed with cancer and self-attest to medical frailty on that
basis, and then later (while still enrolled in DC Medicaid) be diagnosed with congestive heart

failure. Under the IFR, assuming continuous Medicaid coverage during that period, the



Case 1:26-cv-12962-DLC  Document 6-6  Filed 06/29/26 Page 11 of 12

member could not self-attest to medical frailty based on the congestive heart failure and thus could
lose coverage if they could not obtain documentation for this diagnosis.

29. Under H.R. 1, DHCF is required to provide notice to DC Medicaid members
regarding the changes occasioned by the IFR by August 31, 2026. 42 U.S.C. 1936a(xx)(8)(A). At
present, DHCF is uncertain as to how, for example, a DC Medicaid member might establish that
they are medically frail in accordance with the IFR. Accordingly, the content of this notice may
not have the clarity required to communicate to members how they can comply with the new
requirements.

30. DHCEF has spent years conducting outreach and building relationships with DC
Medicaid enrollees. Confusion over eligibility determinations risks harming that relationship and
lowering institutional trust. Members who do not understand why they were disenrolled or what is

required to be eligible may simply forego coverage.

Administrative, Operational, and Financial Burdens on the District

31. Because CMS had never before imposed community engagement requirements
across eligibility categories, DC Medicaid’s eligibility system was not built to support community
engagement requirements and is not easily configured to incorporate the numerous eligibility
factors necessary to evaluate community engagement. In addition to the federal grant funds for
system implementation, DHCF anticipates at least another $2 million in system-related costs.

32. With respect to the medical frailty exclusion, the additional “significant
impairment” requirement—plus the uncertainty of how to implement it—will require DC
Medicaid to rapidly change its operational approach and systems development. In addition to
analyzing, developing and implementing new ways to evaluate medical frailty, DC Medicaid may

need to integrate new data sources to evaluate members’ eligibility for the medical frailty

10
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exclusion, which will add development costs as well as potential costs from accessing new data.
As more individuals are impacted and denied coverage or disenrolled as a result of this
requirement, DHCF expects more calls, more documents to process, and more appeals of adverse
actions. And finally, in addition to the costs of operationalizing this new requirement, DHCF will
also incur the cost of educating DC Medicaid members, staff, and other stakeholders about what
the requirement means and how it can be met.

33. DHCEF also expects the new, complex, and variable limitations on self-attestation
to increase DC Medicaid’s operational complexity. These limitations will make it harder to train
staff, vendors, assisters, and community organizations on eligibility processes. As with the medical
frailty exclusion, DHCF expects the self-attestation limitation to lead to more calls, more
documentation to be scanned and reviewed by staff, and more denials and disenrollments that,
themselves, lead to more calls and appeals. In addition, the change in the self-attestation rules from
2027 to 2028 will require additional system development, training, and outreach and education to

accommodate the new 2028 rules.

I declare under penalty of perjury under the laws of the United States that, to the best of
my knowledge, the foregoing is true and correct.
Executed this 26th day of June 2026.

A AP 377\-&
Melisa Byrd
Senior Deputy Director and Medicaid Director
District of Columbia Department of Health Care
Finance
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DECLARATION OF KATHERINE YAGER

I, Katherine Yager, declare under the penalty of perjury pursuant to 28 U.S.C. § 1746 that
the following is true and correct:

1. I am a resident of Illinois. I am over the age of 18 and have personal knowledge, or
knowledge based on review in my capacity as Administrator of Medical Eligibility of information
and records gathered by the Illinois Department of Healthcare and Family Services (“HFS”) and
agency staff, of the matters set forth below. If called as a witness, I could and would testify
competently to the matters set forth below.

Professional and Agency Background

2. I am the Administrator of Medical Eligibility for the Illinois State Medicaid
program and Children’s Health Insurance Program (CHIP) (known together in Illinois as the
Illinois Medical Assistance Program). In this role, I oversee eligibility determinations and
enrollment into Illinois medical assistance programs, consisting of Medicaid and numerous other
medical programs. My educational background includes a Master of Arts degree in Economics
from the University of Missouri — Kansas City (2005) and Bachelor of Arts degree in Economics
from the State University of New York — Binghamton (2001). I have worked in the health care
field since 2018. During that time, I have served the public in state and city government and
nonprofit positions, including as the Director of Medicaid for Chicago Public Schools, a board
member of the National Alliance for Medicaid in Education (NAME), and a state health policy
advocate in Illinois.

3. HFS is the single state agency responsible for administering the Illinois Medical
Assistance Program. HFS’s mission is to improve access to quality healthcare for the individuals

enrolled in its programs, while simultaneously containing costs and maintaining program integrity.
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4. The Illinois Medical Assistance Program covers approximately 3 million people,
providing health coverage to children, families, and older adults--including some of the most
vulnerable residents in the state, such as those experiencing homelessness, living with a disability,
or who have a serious or complex medical condition.

5. [llinois administers the Illinois Medical Assistance Program in accordance with
federal law and regulations as well as the terms of its federally approved State Plan and Medicaid
waivers. A significant portion of the Illinois Medical Assistance Program is authorized and funded
through the Medicaid federal-state partnership. The State of Illinois, through HFS, receives
Medicaid dollars, known as “Federal Financial Participation” (FFP) which reimburses Illinois for
an average of 60% of its expenditures on eligible enrollees.

6. HFS operates a single integrated eligibility system (“IES”) in partnership with our
sister agencies, the Illinois Department of Human Services and Illinois Department of Innovation
and Technology, to administer the Illinois Medical Assistance Program, Supplemental Nutrition
Assistance Program (“SNAP”’), and Temporary Assistance for Needy Families (“TANF”’) program.
Additionally, the three state agencies must jointly coordinate with a third-party vendor with their
own contractual limitations, to manage the day-to-day system management, updates, and
improvements, and the incorporation of updates needed to meet the new H.R. 1 requirements
placed on the Illinois Medical Assistance Program and SNAP. Due to the complexity of the IES
system and its effect on multiple state agencies and programs, the changes required by HR 1, and
the compressed timeframe in which HFS has to implement them, place an inordinate strain on
[llinois' system and processes.

Medicaid Expansion in Illinois
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7. On January 1, 2014, the Illinois Medical Assistance Program expanded coverage to
a new group of individuals eligible for Medicaid under the Affordable Care Act (“ACA”). This
expansion extended federally funded health coverage under the federal Medicaid program to low-
income adults aged 19 to 64 with household incomes up to 133% of the Federal Poverty Level. As
of May 2026, approximately 660,000 of about 3 million Illinois Medical Assistance Program
customers are in the ACA Adult Eligibility Group.

8. Individuals who are eligible for the Illinois Medical Assistance Program under the
ACA Adult Eligibility Group receive full, comprehensive benefits that include hospital care,
prescription drugs, mental health services, and preventive care. Currently, eligibility for the ACA
Adult Eligibility Group in Illinois requires that an individual meet certain financial and
nonfinancial requirements, including but not limited to (1) being an adult 19 to 64 years old; (2)
being a citizen or qualified immigrant; (3) not being a parent or caretaker relative to minor children
living in the home, and (4) having household income less than or equal to 133% of the Federal
Poverty Level.

CMS’s Pre-IFR Guidance to Illinois

0. I and my staff at HFS have been closely following the enactment and
implementation of H.R. 1, in particular Section 71119, which imposes novel work or “community
engagement” requirements for adults covered under the Medicaid expansion provisions of the
ACA (the “work requirements”).

10. Prior to the enactment of H.R. 1, the Medicaid Act has never required otherwise
eligible individuals to work, volunteer, or meet other community engagement requirements to

establish Medicaid eligibility. Consequently, the Illinois Medical Assistance Program does not
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have existing systems capable of making eligibility determinations with regard to the work
requirements included in H.R. 1.

11. Since November 2025, the Center for Medicaid and Medicare Services (“CMS”)
has been providing guidance on the expected work requirements policy. On November 19, 2025,
CMS presented a slide deck on work requirements, which was later provided to states on December
4, 2025. On December 5, 2025, CMS began a series of workgroups to provide guidance and
conduct question-and-answer sessions with states on implementing work requirements. These
community engagement workgroup calls generally took place once every other week from
December 2025 through April 2026 and switched to a weekly cadence starting in May 2026. As of
the date of this declaration, this series of workgroup calls is still ongoing.

12. In addition to participating in these calls, from January 2026 through June 2026,
the Illinois Medical Assistance Program engaged with CMS staff directly, including through
biweekly one-on-one meetings with CMS staff, a meeting with senior CMS staff, and by sharing
[llinois” Minimum Viable Product (“MVP”’) materials, which included a draft project plan and
roadmap specific to Illinois. The Illinois Medical Assistance Program staff also provided additional
information and clarification to these submissions upon CMS’ request.

13. On January 7, 2026, the Illinois Medical Assistance Program sent its project plan
and roadmap to CMS with design, production, testing, and implementation details and timelines
for system changes. On January 30, 2026, the Illinois Medical Assistance Program sent the
completed MVP checklist to CMS. Additional information and details on the state implementation
schedule were sent to CMS throughout May 2026. As of the date of this declaration, the Illinois
Medical Assistance Program has received no comments or concerns from CMS regarding these

submissions.
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14. In a one-on-one meeting on May 11, 2026, senior CMS staff leadership inquired
about our readiness to meet the January 1, 2027 implementation date, based on the previously
submitted release schedule, to which Illinois Medical Assistance Program staft responded that
design for the most significant eligibility system changes began in January 2026 and would
continue through June 2026 to ensure adequate time for production, testing and implementation
before January 1, 2027. CMS staft raised no additional concerns about the phased implementation
schedule in this conversation.

15. In the same one-on-one meeting, and in subsequent bi-weekly meetings, CMS
expressed urgency in having Illinois demonstrate the functionality of completed system changes
for CMS staff.

16. At CMS’ recommendation, I1linois Medical Assistance Program staff documented
policy decisions and working assumptions for these system changes made from January 2026
through May 2026 to document the state’s good faith effort to implement work requirements
timely. These working assumptions were submitted to CMS on May 31, 2026.

17. These interactions, as well as remarks provided by CMS at conferences and other
state meetings, represent a long-held practice by CMS to provide guidance to states, outside of
formal rulemaking, to aid in complying with urgent and significant changes in federal Medicaid
law. In the absence of regulations, Illinois has historically looked to CMS subregulatory guidance,
including those methods noted above, to inform how we can comply with new laws, implement
operational, system, and process changes, and, ultimately, avoid financial penalties that those laws
imposed for noncompliance.

18. In keeping with past practice, HFS used the guidance shared by CMS on these

regular calls, their communications in our one-on-one meetings, remarks in national meetings and
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conferences, and their written materials concerning H.R. 1, to inform us of our implementation
strategy. This guidance was consistent with the plain language of H.R. 1 itself, which HFS also
used as the basis of our design and implementation to date.

19. Specifically, regarding the definition of medical frailty, CMS indicated that it
intended to “use a definition ... similar to that described in regulations at 42 CFR § 440.315(f),”
which is a regulation whose language closely resembles the H.R. 1 language regarding medical
frailty. Nov. 19, 2025 CMS Slide Deck, page 11. CMS also stated that it expected to allow
verification of medical frailty through “medical claims data review or provider documentation, or
completion of a screening tool.” Nov. 19, 2025 CMS Slide Deck, page 11; see also slide 17
(“medical frailty status ... available through claims data” or “medical screener”).

20. At no point between the passage of H.R. 1 in July 2025 and the promulgation of the
Interim Final Rule in June 2026 did CMS indicate to the Illinois Medical Assistance Program that
it would require medically frail individuals to have a “significant impairment” to their ability to
comply with work requirements. Nor did CMS indicate that Illinois would need to verify that
significant impairment when determining eligibility for the medical frailty exclusion.

21. Regarding the use of self-attestation to verify medical frailty, while initially CMS
signaled that only limited use of self-attestation would be permitted, see Nov. 19, 2025 CMS Slide
Deck pg. 16, CMS later indicated during the community engagement workgroup call on March
27, 2026, that self-attestation would be an acceptable verification method when data was not
available.

22. During the community engagement workgroup call on March 27, 2026, CMS
reiterated that states may use auditable self-attestation in the absence of data to verify medical

frailty. CMS specifically noted that states could use such an auditable self-attestation “to confirm
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ongoing medical frailty” in addition to when a customer newly identifies as medically frail. CMS
also noted that states should be able to reassess individuals for medical frailty at redetermination,
even without extensive claims history, based on new information such as a major life event. At no
point did CMS indicate customers would be limited to only one self-attestation per enrollment
period, even if they developed multiple and/or sequential medical frailty conditions.

23. On Friday, May 1, 2026, during the community engagement workgroup call, CMS
presented a slide deck that included a definition of the medical frailty exclusion. These slides did
not mention any requirement that an individual’s medically frail condition would need to impair
their ability to comply with work requirements.

24, On or about Wednesday, May 6, 2026, CMS informed states that information
conveyed on the Friday, May 1, 2026 call should not be acted upon, and was subject to change.

CMS Issues the Interim Final Rule

25. On June 1, 2026, CMS promulgated the Interim Final Rule (“IFR”) relating to work
requirements. The IFR includes several surprising provisions that are vague, differ substantially
from CMS’s prior guidance, and/or are more restrictive than statutory language. To achieve
compliance with the IFR, Illinois would have to reverse and rebuild significant system design,
which will be costly, time consuming and could delay our ability to communicate the details of
program changes to customers by August 31, 2026, and to implement before January 1, 2027.
These provisions are also expected to cause significant harm to customers and to the Illinois
Medical Assistance Program once implemented. These provisions include the following:

Medically Frail Definition Changes

26. With respect to the medically frail exclusion, the IFR added a new requirement that,

in addition to falling into one of the five categories enumerated in H.R. 1, a “medically frail”
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individual must a/so be “an individual whose physical, mental, or other behavioral health condition
significantly impairs the individual’s ability to comply with” the work requirements. 42 CFR §
435.554(c)(5)(1). This “‘significant impairment” requirement does not exist in the text of H.R. 1
Section 71119. See Social Security Act § 1902(xx)(9)(A)a)AI)(V) [42 U.S.C.
1396a(xx)(A)(11)(I1)(V)]. Additionally, the “significant impairment” requirement was not
mentioned in any CMS written or verbal guidance communicated to the Illinois Medical Assistance
Program before the IFR was published, this includes the CMS guidance about medical frailty
provided to states as recently as May 1, 2026.

217. Because this requirement was unknown to Illinois until June 1, 2026, the extensive
policy and system design undertaken prior to that date to meet statutory deadlines did not include
it.

28. The IFR itself provides very little concrete guidance for states about how to verify
whether an individual meets this new “significant impairment” requirement. However, the IFR
does indicate that, in general, states cannot rely solely on diagnosis or condition codes, because
doing so “would risk sweeping in individuals whose conditions do not significantly impair their
functional capacity.” 91 Fed. Reg. 33,373 (June 3, 2026). This is in direct conflict with prior
guidance provided by CMS that states would have discretion in clinical standards for verification
of medical frailty, including using claim-based data, such as diagnosis codes, to verify whether an
individual meets the medical frailty exemption. Instead, the IFR says that states should verify
medical frailty using information from “multiple domains,” to determine a customer’s
“condition[s], utilization of services ... and their level of impairment.” 91 Fed. Reg. 33,406 (June

3, 2026). It also suggests that states could use “algorithms using administrative claims data that
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assign acuity scores to individuals,” id., but does not explain what administrative data a state can
use or what would be an acceptable analysis of such data.

29. Since the IFR’s release, CMS has informed states on multiple occasions that it is
developing significantly more guidance on the medically frail exclusion. However, as of the date
of this declaration, this guidance has not yet been provided to the Illinois Medical Assistance
Program.

Self~-Attestation Changes

30.  Unlike the guidance provided by CMS through fall 2025 and spring 2026, which
indicated that an “auditable self-declaration” could generally be used when reliable data was
unavailable, see supra 49 21-22, the IFR significantly limits the occasions when an individual may
rely on self-attestation to demonstrate compliance with the work requirements. It does so using a
complex and limiting framework (that changes again after the first year of implementation) that
will be harmful for customers and difficult to implement.

31. Specifically, the IFR significantly limits customers’ ability to self-attest to work
requirement eligibility factors after January 1, 2028 by newly introducing the construct of a “period
of enrollment” that can last several renewal cycles as long as the individual remains enrolled in
Medicaid. The IFR limits self-attestation frequency to once in any customer’s “period of
enrollment.”

32. Under Section 1902 of the Social Security Act and 42 CFR § 435.916, state
Medicaid agencies are required to periodically (at least annually) conduct a complete
redetermination of an individual’s Medicaid eligibility, commonly called a “renewal” or “renewal
cycle.” The Social Security Act does not recognize a “period of enrollment,” and Illinois’s

eligibility system is not designed to implement one and cannot be so designed without a significant
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new level of effort from HFS staft and our eligibility system vendor. The “period of enrollment”
concept is used in a way that hinders Illinois’s operational ability to effectively and timely
administer eligibility determinations for the Medicaid program, puts medically at-risk customers
in danger of losing Medicaid coverage, and treats patients differently based on when in this period
their medical impairment may arise.

33. Generally, a renewal of Medicaid eligibility involves a review of all eligibility
factors. However, the IFR creates different sets of rules that Illinois must apply in conducting
eligibility determinations related to the work requirements based on whether an individual is within
a period of enrollment and whether, during that period, the individual has previously submitted a
self-attestation. This distinction on when self-attestation can be used exacerbates the operational
complexity the state faces in implementing the requirements with fidelity and increases the risk of
confusion on the part of the customers.

34, Prior to the IFR and its introduction of the new concept of a “period of enrollment,”
the use of self-attestation or a failure to verify an eligibility factor in a previous renewal cycle
would not adversely impact an individual in their current renewal.

35. Furthermore, the new requirements regarding the frequency of self-attestation,
particularly as they relate to medical frailty, will likely create confusion around eligibility and
compliance which can lead to disruptions in the continuity of care.

Data Integration Changes

36. The IFR places very broad requirements on states to identify reliable data sources
for verifying work requirement eligibility factors. The IFR requires Medicaid agencies to use
“reliable information available to the State” to verify eligibility, which it defines as “information

necessary for determining [community engagement requirements] eligibility to which the agency

10
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has access or should have access.” 42 CFR § 435.557(a) (emphasis added). The IFR thus appears
to require states to seek out and, where feasible, incorporate data sources for every factor of work
requirements, even though such factors are numerous, have non-centralized data, and often relate
to areas that Medicaid agencies have never assessed before, such as school attendance, community
volunteer work, and job program enrollment. While CMS has previously indicated there would be
a phased approach to adding data sources, see 11/19/2025 CMS slide deck pg. 28, the new
regulation does not expressly permit this, and implementation in Illinois will impose operational
challenges, risk our implementation schedule, and subject the state to additional cost.

Renewal Process Changes

37. The IFR lays out procedures for states to evaluate customer compliance with work
requirements at renewal. However, these procedures will, in effect, deny customers the full
window of time they are granted in H.R. 1 to demonstrate they comply with work requirements.

38. If a state cannot verify whether a customer is still eligible for Medicaid through its
ex parte data sources, the state sends the customer a pre-populated renewal form to complete. See
42 CFR § 435.916(a)(3). According to the IFR, most states begin their renewal process and, if
necessary, send this pre-populated form about 60 to 90 days before a customer’s renewal is due.
91 Fed. Reg. 33,390 (June 3, 2026). Illinois sends renewals out 60 days before a customer’s
renewal is due. According to the IFR, if a state cannot ex parte verify compliance with work
requirements, the state may either send “a notice of noncompliance” with this renewal form or as
a follow-up after the customer returns the renewal form if the state still cannot verify work
requirements compliance. 91 Fed. Reg. 33,411-12. The “notice of noncompliance,” which is
mandated by H.R. 1, provides customers with only 30 days to respond, after which the customer

must be disenrolled if compliance with work requirements still cannot be verified. Social Security
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Act Section 1902(xx)(6) [42 U.S.C. 1396a(xx)(6)]. This disenrollment must happen no later than
the month following the month in which the 30-day period expires. /d. The IFR says that this 30-
day period cannot be extended and says that “[s]tates must complete the entire renewal process,
including the noncompliance procedures, by the end of the beneficiary’s eligibility period.” 91
Fed. Reg. 33,412 (June 3, 2026).

39. The effect of this structure is that customers will be evaluated for compliance with
work requirements before—often months before—the time period in which they are entitled to
comply with work requirements is complete. This abbreviated time period will increase the
likelihood of coverage loss for otherwise eligible customers.

Short-term Hardship Exception Changes

40. H.R. 1 allows states to apply exceptions for certain short-term hardship events.
These short-term hardship events include receiving inpatient medical services, residing in a county
where an emergency or disaster has been declared by the President or where there is high
unemployment, or traveling outside one’s community for necessary medical services. See SSA §
1902(xx)(3)(B).

41. The IFR provides that the short-term hardship exception requires a new applicant
to demonstrate the exception “for at least one, but not more than 3 consecutive months, as specified
in the State plan, immediately preceding the month of application.” 91 Fed. Reg. 33473 (emphasis
added). An applicant cannot demonstrate the exception for the same month in which they apply to
Medicaid.

42. This requirement ensures that newly eligible individuals experiencing hardship

events will have to wait at least until the start of the following month to receive necessary coverage,
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likely foregoing necessary care in the meantime or further straining our emergency health care
system.

Other Changes

43. Several of the timelines set out in the IFR, including those for determining medical
frailty and short-term hardships, do not take account of the fact that providers generally have 180
days to submit claims data. For determinations that are supposed to be made regarding the
preceding year, the Illinois Medical Assistance Program may not have the most accurate and up-
to-date claims data included in our system to process. Once again, the revised timelines associated
with determining these exceptions will increase the risk of coverage loss for otherwise eligible
individuals, particularly in light of the IFR’s restrictions on self-attestation.

The Illinois Medical Assistance Program's Efforts to Implement Work Requirements Before
and After the IFR Issued

44.  Following the enactment of H.R. 1, the Illinois Medical Assistance Program
recognized that it would be extraordinarily challenging to complete the necessary policy, system,
and other process changes required by the August 31, 2026 notice deadline and January 1, 2027
implementation date. Given the short period of time afforded by H.R. 1 and the magnitude of
changes needed to implement work requirements, along with other H.R. 1 mandated changes that
impact the state’s integrated eligibility and enrollment system, including changes to noncitizen
eligibility, redetermination periods, retroactive coverage, and the SNAP program, the Illinois
Medical Assistance Program began preparation to comply with work requirements immediately
after the July 2025 passage of H.R. 1.

45.  Moreover, the Illinois Medical Assistance Program is required by H.R. 1 to issue
customer notices addressing the work requirements in H.R. 1 in August 2026. In order to meet this

deadline, the Illinois Medical Assistance Program must have complete and accurate information
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for inclusion in the notice by July 1, 2026. Case workers, call centers, and other state staff will
need adequate time to train and be prepared to respond to customer and stakeholder inquiries after
the notice is sent.

46. The Illinois Medical Assistance Program based its policy and system design on the
statutory language and the guidance provided by CMS, as detailed above. Based on this guidance
and in a good faith effort to meet the January 1, 2027 implementation deadline, the Illinois Medical
Assistance Program has completed the following:

e Developed a project plan and roadmap detailing the technical buildout and timeline
for our eligibility and enrollment system. The project plan and roadmap included a
phased approach for design and development with the core design and build of the
functionalities, as outlined in CMS’ MVP checklist, scheduled for completion in
the first half of calendar year 2026 to ensure adequate time for testing and
implementation to enable full system deployment by January 1, 2027.

e Developed and shared with CMS a comprehensive release schedule encompassing
all technical changes to its enrollment and eligibility system;

e Developed charters for each scheduled release that include detailed scopes of work
and level of effort required by state agencies and the system vendors;

e Engaged in more than 60 design sessions and counting, making necessary policy
and operational decisions based on existing guidance to ensure sufficient
development, testing, and implementation time, including creating eligibility flows,
processing logic, and language to program work requirements into the following:
o Revised application (paper and online);

o The work requirements screener;

14
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o The client and caseworker portals;

o Eligibility determination logic and change in circumstances processes;

o Ex parte renewal logic;

o Six-month redetermination logic and processes;

o Verification logic and exemption assessment; and

o New and revised language for our notice of decision, redetermination forms,
and request for additional verification notices, many others.

e Developed and launched a comprehensive customer and stakeholder engagement
strategy. This engagement effort initiated broad communications with stakeholders
to socialize H.R. 1 requirements and our working assumptions and progress, began
development of customer centered tools for H.R. 1 requirements, and completed
phase one of our customer outreach plan.

e Conducted comprehensive staffing assessments, including evaluation of health
services caseworker hiring needs, staff training and other resources.

o These assessments did not include the additional specialized staffing
resources required to meet the new administrative burdens in the IFR due
to the changes to medical frailty and self-attestation noted above.

47. With respect to implementing the medically frail exclusion in particular, the Illinois
Medical Assistance Program has worked extensively with consultants, HFS’ actuarial vendor, and
internal claims systems personnel to build a process to verify an individual’s “medical frailty.”
This process is built largely on existing claims data, in line with CMS guidance to “verify medical
frailty” based on a “medical claims data review or provider documentation.” Nov. 19, 2025 CMS

Slide Deck, page 11; see also slide 17 (“medical frailty status ... available through claims data”).
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48. The Illinois Medical Assistance Program faces several urgent deadlines with
respect to implementing work requirements. The Illinois Medical Assistance Program must apply
work requirements to applications and renewals as of January 1, 2027. At this time, the Illinois
Medical Assistance Program has very limited ability to make system changes outside of the current
scope of work, which is based on the previous guidance. Any significant deviations from that
previously provided guidance will require extensive policy and systems changes that jeopardize
the state’s ability to meet the January 1, 2027 deadline.

49. While the IFR signals a significant departure from this guidance, the Illinois
Medical Assistance Program still lacks clarity on several crucial issues from the IFR. While the
IFR says that the Illinois Medical Assistance Program will need to evaluate whether a customer’s
medical condition significantly impairs their ability to work, CMS has provided only the most
limited guidance about how the Illinois Medical Assistance Program should determine this. While
CMS has said more subregulatory guidance will be provided, the Illinois Medical Assistance
Program is finalizing its eligibility systems and processes now, without knowing what this future
guidance is—bearing the risk that the future guidance will also conflict with the systems changes
already in place.

50. This lack of clarity impacts not only the administration of the Illinois Medical
Assistance Program, but also the information that the Illinois Medical Assistance Program can
provide its customers, stakeholders, and staff: if the Illinois Medical Assistance Program does not
understand what it means for a medical condition to “significantly impair” a customer’s ability to
work, it cannot educate its customers about how to demonstrate compliance with this requirement,
nor train its caseworkers and other staff responsible for processing applications and

redeterminations in compliance with the new guidelines.
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51. Finally, the IFR does not clarify which data nor which data sources will be
considered adequate to support a determination of significant impairment sufficient to build an ex
parte verification process within our claims system and integrate those verifications into individual
cases in our eligibility and enrollment system. The Illinois Medical Assistance Program requires
clarity on these issues in order to implement work requirements in a timely fashion and to ensure
that its customers are prepared for this implementation.

52. Of note, the consequences for the Illinois Medical Assistance Program building its
systems inconsistently with CMS’s incomplete and as-yet unissued guidance are significantly
heightened. If the Illinois Medical Assistance Program is not able to configure its systems quickly
enough, or if it configures its systems inconsistently with CMS’s eventual guidance, it could face
negative audit findings and significant financial penalties under H.R. 1 Section 71106. In other
words, at the same time that financial consequences for not complying with guidance are rising,
CMS’s failure to issue clear and timely guidance on work requirements is making it harder for
[llinois to comply.

Human Costs of Work Requirements, Made Worse By the IFR

53. The purpose of the ACA was to ensure that low-income individuals receive
comprehensive healthcare coverage and have access to affordable, integrated, high-quality
healthcare at no or low cost. However, the work requirements included in H.R. 1 are expected to
result in large-scale disenrollment of customers, including customers who are eligible but unable
to verify their eligibility in a manner that satisfies the stringent requirements in H.R. 1.

54. Illinois studies conducted before the IFR was released suggest that (1)
approximately 330,000 individuals or 50% of the Illinois Medical Assistance Program’s ACA

Adult Eligibility Group could be disenrolled at some point due to the combination of work
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requirements and six-month redeterminations (a provision of H.R. 1 that requires ACA Adult
Eligibility Group customers’ eligibility to be reevaluated every six months), and (2) Illinois
uninsured rates could grow from approximately 6% of the state’s population to over 14%,
reflective of pre-ACA uninsured levels. Because the IFR goes beyond H.R. 1, stripping away the
protections provided in H.R. 1 to the medically frail and adding new limitations on self-attestation
that do not appear in H.R. 1, there will be significant additional detrimental impacts that cannot be
fully estimated at this time.

55. Indeed, the Illinois Medical Assistance Program expects the “significant
impairment” requirement to result in more customers losing coverage than would otherwise have
lost coverage under the statutory definition of medically frail. This is either because their condition
may not meet the IFR’s additional, non-statutory “significant impairment” threshold, or because
they cannot obtain the proof required to demonstrate their ability to work is significantly impaired.

56. The “significant impairment” requirement will also likely increase customer
confusion. The Illinois Medical Assistance Program customers may think they do not qualify as
“medically frail,” given the added complexity, and the Illinois Medical Assistance Program may
see an increase in non-responses from customers and decreased rates of application. The
“significant impairment” requirement will also likely decrease the number of people the Illinois
Medical Assistance Program can automatically verify as medically frail, because, under the IFR,
the ex parte verification process will generally require not just a diagnosis code or claims data, but
also other and as yet unidentified data on utilization of services and level of impairment, see 91
Fed. Reg. 33,406 (June 3, 2026), which may not be available for many renewing customers. This
will further increase coverage loss because individuals will need to provide documentation or

additional information to successfully renew. Finally, customers with complex medical conditions
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can see fluctuations in their symptoms from day-to-day or month-to-month, which will make it
even more difficult to assess whether their condition meets the “significant impairment” threshold.

57. Customers with conditions that meet the statutory categories of medical frailty but
who lose coverage due to inability to document “significant impairment” may return to the Illinois
Medical Assistance Program sicker and costlier due to the loss of health coverage and inability to
treat and manage their conditions. This type of “churn” in Medicaid enrollment both raises costs
for the Illinois Medical Assistance Program and decreases the health and quality of life of
customers.

58. The Illinois Medical Assistance Program expects the IFR’s limitations on self-
attestation to increase customer confusion and coverage loss as well. In the Illinois Medical
Assistance Program’s experience, the requirement to obtain third party documents to demonstrate
eligibility creates a procedural hurdle that increases termination rates for otherwise eligible
customers. Thus, as the use of self-attestation becomes more restricted, the Illinois Medical
Assistance Program expects that more customers who are indeed eligible will be disenrolled due
to barriers created by the new requirements.

59. The Illinois Medical Assistance Program also expects the “once per enrollment
period” limitation on medical frailty self-attestations to be particularly harmful to customers with
multiple medically frail conditions, especially those who develop one medically frail condition,
recover from it, and then develop a second medically frail condition during the same enrollment
period. For example, a customer could be diagnosed with cancer and self-attest to medical frailty
on that basis, and then later (while still enrolled in the Illinois Medical Assistance Program) suffer
from a new condition that takes time to be diagnosed and have associated claims. Under the IFR,

assuming continuous Medicaid coverage during that period, the customer could not selt-attest to
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medical frailty based on the new condition and thus could lose coverage if they could not obtain
adequate documentation for this diagnosis.

60. The Illinois Medical Assistance Program is statutorily required to provide notice to
customers regarding the changes occasioned by the IFR on or before August 31, 2026. 42 U.S.C.
1936a(xx)(8)(A) (directing States to begin outreach no later than four or more months before
December 31, 2026). At present, the Illinois Medical Assistance Program is uncertain as to how,
for example, a customer might establish that they are medically frail. Accordingly, the content of
this notice will not have the clarity required to communicate to customers how they can comply
with the new requirements.

61. The Illinois Medical Assistance Program has spent years conducting outreach and
building relationships with Illinois Medical Assistance Program customers. Confusion over
eligibility determinations risks harming that relationship and lowering institutional trust.
Customers who do not understand why they were disenrolled or what is required to be eligible
may simply forego coverage.

Administrative, Operational, and Financial Burdens on Illinois

Burdens on the Illinois Medical Assistance Program

62. Because CMS had never before imposed work requirements across eligibility
categories, the Illinois Medical Assistance Program’s eligibility and enrollment system was not
built to support work requirements and is not easily configured to incorporate the numerous
changes necessary to administer a work requirements program.

63. The State of Illinois operates within a July 1 — June 30 fiscal year, which required
the passage of a fiscal year budget for 2027 by the Illinois State Legislature in advance of May 31,

2026, the end of our annual legislative session. For fiscal year 2027, HFS requested state
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appropriations to fund additional system enhancements, additional headcount, and customer
outreach and communication resources based on operating assumptions that stemmed from H.R.
I’s statutory requirements, as well as information and guidance we received from CMS staff in
writing and orally in both public and one-on-one meeting settings. At the time the state budget was
passed, HFS could not anticipate the increased appropriations for additional programming and
specialized staffing that would be required to implement the significant and surprising new
requirements presented in the [FR, thus exacerbating the budget impact on the State.

64. With respect to the medical frailty exclusion, the surprising additional “significant
impairment” requirement—plus the uncertainty of how to implement it—would require the Illinois
Medical Assistance Program to rapidly change its operational approach and systems development.
In addition to analyzing, developing and implementing new ways to evaluate medical frailty, the
Illinois Medical Assistance Program may need to integrate new data sources to evaluate customers’
eligibility for the medical frailty exclusion, which will add development costs, as well as potential
costs associated with accessing new data. Making such substantive changes puts our
implementation schedule at grave risk.

65. Post implementation, as more individuals are impacted and denied coverage or
disenrolled as a result of this requirement, the Illinois Medical Assistance Program expects more
calls, more documents to process, and more appeals of adverse actions. These increased burdens
on our staff and systems will demand additional caseworker, policy, and appeals staff resources
and the need for ongoing and costly system updates.

66. Finally, in addition to the costs of operationalizing this new requirement, the Illinois
Medical Assistance Program will also incur the cost of educating its customers, staff, and other

stakeholders about what the requirement means and how it can be met. State caseworkers do not
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have the qualifications nor expertise necessary to evaluate medical records. The Illinois Medical
Assistance Program will incur additional costs in the training and hiring of staff with clinical
expertise to perform these evaluations, as well as implementing systems changes to be able to
accept this required documentation.

67. The Illinois Medical Assistance Program also expects the new, complex, and
variable limitations on self-attestation to increase its operational complexity. These limitations will
make it harder to train caseworkers, staff, vendors, enrollment assisters, and community
organizations on eligibility processes. As with the medical frailty exclusion, the Illinois Medical
Assistance Program expects the self-attestation limitation to lead to more calls, more
documentation to be scanned and reviewed by staff, and more denials and disenrollments that,
themselves, lead to more calls and appeals.

Burdens on Illinois

68. The burdens from work requirements imposed by H.R. 1 and made worse by the
IFR fall not just on the Illinois Medical Assistance Program, but on Illinois more generally. As
noted above, the Illinois Medical Assistance Program customers will likely face increased denials
and disenrollments with the IFR likely disproportionately impacting customers with disabilities
and chronic health conditions who are enrolled in the ACA Adult Eligibility Group and unable to
verify the “significant impairment” requirement for medical frailty. As the uninsured rate
increases, there will likely be a greater strain on providers — in particular, rural, community, and
safety net hospitals as well as community health centers — that could be called upon to provide
even greater levels of uncompensated care. Furthermore, individuals that are disenrolled from the
Illinois Medical Assistance Program will likely lose access to primary and preventive care,

resulting in more individuals seeking high-cost, emergency care. Most importantly, the Illinois

22



Case 1:26-cv-12962-DLC  Document 6-7  Filed 06/29/26 Page 24 of 24

Medical Assistance Program expects poorer health outcomes across lllinois, as fewer people will
be able to access appropriate care and manage chronic conditions.

69. In addition, the Illinois Medical Assistance Program expects that the new medical
frailty requirements—both the “significant impairment” requirement and the limitations on
medical frailty self-attestation—will place a significant administrative strain on healthcare
providers and Illinois human services staff. In order to support members seeking medical frailty
exemptions, providers may need to devote uncompensated time to providing documentation to
demonstrate that a member is medically frail and significant impairment in the ability to work.
This will require providers to take time away from their patient care and increase their
administrative strain adding to healthcare costs and impacting access to care.

70. As noted above, the Illinois Medical Assistance Program will need to create an
appropriately staffed infrastructure for the medical frailty evaluation and make eligibility system
updates to accept customer and provider submitted content, which HFS neither contemplated prior

to the IFR nor budgeted for.

I declare under penalty of perjury under the laws of the United States that, to the best of

my knowledge, the foregoing is true and correct.

Executed this 26th day of June 2026. /
/ O
,/ M/_,///jv(/#/'

Katherine Yager

Administrator of Medical Eligibility

IHlinois Department of Healthcare and Family
Services
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DECLARATION OF LISA LEE

I, Lisa Lee, declare under the penalty of perjury pursuant to 28 U.S.C. § 1746 that the
following is true and correct:

1 I am a resident of the Commonwealth of Kentucky. [ am over the age of 18 and
have personal knowledge, or knowledge based on review in my capacity as Commissioner of the
Kentucky Department for Medicaid Services of information and records gathered by our agency
and agency staff, of the matters set forth below. If called as a witness, I could and would testify
competently to the matters set forth below.

Professional and Agency Background

Z I am the Director for the Kentucky State Medicaid program and Children’s Health
Insurance Program (CHIP) (known together in Kentucky as the Department for Medicaid Services
or DMS).

3 DMS is the single state agency responsible for administering the Medicaid
program. Medicaid provides low-income individuals with comprehensive healthcare coverage and
access to affordable, integrated, high-quality healthcare at no or low cost. Medicaid’s coverage
includes medical, dental, mental health and substance use treatment, long-term services and
supports, and long-term care. Medicaid’s mission is to provide comprehensive healthcare coverage
for a wide range of services, including, but not limited to: primary care; hospitalization; laboratory
tests; x-rays; prescriptions; mental health care, including substance use disorder or addiction
treatment; dental care; hearing care; vision care; and preventive screenings for Kentucky’s
residents who need this coverage.

4. DMS insures approximately 1,436,949 million Kentucky residents, providing

health coverage to children, families, and older adults, including some of the most vulnerable
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residents in the state, such as those experiencing homelessness, living with a disability, or who
have a serious or complex medical condition.

5. Kentucky administers the Medicaid program pursuant to federal law and
regulations as well as the terms of its federally approved State Plans and its Section 1115
Demonstration Project. Kentucky Medicaid receives federal Medicaid and CHIP funding, known
as “Federal Financial Participation” (FFP), which covers a percentage of Kentucky’s expenditures
on eligible enrollees. The current blended FFP across all populations for Kentucky is

approximately 80% federal and 20% state.

Medicaid Expansion in Kentucky

6. On January 1, 2014, Kentucky implemented Medicaid expansion under the
Affordable Care Act (the “ACA”). This expansion extended federally funded comprehensive
health insurance to low-income adults aged 19 to 64 with household incomes up to 133% of the
Federal Poverty Level primarily through the Kentucky Medicaid program.

p Enrollees in Kentucky’s Medicaid Expansion program receive full, comprehensive
benefits that include hospital care, prescription drugs, mental health services, and preventive care.
Currently, eligibility for Kentucky’s Medicaid Expansion program requires that an individual (1)
be an adult 21-64 years old; (2) be a citizen or qualified immigrant; and (3) have household income
less than or equal to 133% of the Federal Poverty Level.

8. As of June 22, 2026 approximately 443,570 of Kentucky’s Medicaid program
members are enrolled in Medicaid Expansion. For the current state fiscal year 2026, approximately
$6.5 billion (32%) of Kentucky Medicaid’s budget is spent on Medicaid Expansion members. Of

this amount, 90% is funded by federal dollars.

CMS’s Pre-IFR Guidance to Kentucky
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9. Me and my staff at DMS have been closely following enactment and
implementation of H.R. 1, in particular Section 71119, which imposes novel work or community
engagement requirements for adults covered under the Medicaid expansion provisions of the ACA
(the “community engagement requirements’).

10. Prior to the enactment of H.R. 1, the Medicaid Act has never required financially
eligible individuals to work, volunteer, or meet other community engagement requirements to
establish Medicaid eligibility. Consequently, DMS does not have in place systems by which to
verify work, volunteer, or other community engagement activities.

11, Since enactment of H.R. 1, my staff and [ have been developing and designing a
system to support work and community engagement requirements for Medicaid Expansion
members based on preliminary information and informal communications from CMS, pending the

issuance of formal federal guidance.

CMS Issues the Interim Final Rule

12. On June 1, 2026, CMS promulgated the Interim Final Rule (“IFR”) relating to the
community engagement requirement. The IFR includes several provisions that are vague, differ
substantially from CMS’s prior guidance, and are more restrictive than statutory language. These
provisions will also be very challenging and costly for DMS to design by August 31, 2026, and
implement before January 1, 2027, and are expected to cause significant harm to members and
DMS once they are implemented. These provisions include the following:

e The medical frailty provisions contained in the federal final rule differ significantly
from the preliminary information and informal communications that Kentucky had
previously received from CMS. The final rule establishes more prescriptive

requirements for identifying, evaluating, documenting, and maintaining medical
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frailty exemptions than Kentucky anticipated during our initial planning efforts. As
a result, the Department must reassess system designs, operational workflows,
staffing models, and member communication strategies to ensure compliance with
the finalized federal requirements.

¢ From an administrative perspective, the final rule will increase implementation and
ongoing operational costs for Kentucky Medicaid. DMS will need to develop new
screening and assessment processes, modify eligibility and case management
systems, train staff, coordinate with managed care organizations and providers,
establish appeal and review procedures, and maintain documentation
demonstrating compliance with federal standards. These activities require
significant information technology investments and additional administrative
resources that were not fully contemplated under earlier planning assumptions.

¢ The requirements will likely also create challenges for Medicaid members.
Individuals seeking a medical frailty exemption may be required to navigate
additional documentation, verification, and reporting processes, which can be
particularly difficult for individuals with serious physical health conditions,
behavioral health conditions, cognitive impairments, substance use disorders,
unstable housing, or limited access to healthcare providers. Increased
administrative complexity can lead to confusion, delays in obtaining exemptions,
and a greater risk that eligible individuals may experience interruptions in coverage
if they are unable to successfully complete the required processes.

¢ The final rule's treatment of educational activities differs from the assumptions

Kentucky Medicaid had been using during implementation planning. Based on
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prior discussions and available information, DMS anticipated having greater
flexibility in recognizing a broad range of educational pursuits as qualifying
community engagement activities. However, the Interim Final Rule appears to
define educational programs more narrowly, focusing on high school completion,
GED programs, and traditional post-secondary education, such as two-year and
four-year degree programs and community, technical, or career institutions.

¢ This narrower interpretation raises questions regarding whether graduate and
professional education programs qualify as educational activities for purposes of
meeting community engagement requirements. Excluding graduate-level education
would create an inconsistency in policy, as individuals pursuing advanced degrees
are engaged in rigorous educational activities specifically designed to improve
workforce participation, increase earning potential, and address critical workforce
shortages, including in healthcare, education, and other high-demand fields.

¢ From an administrative perspective, a narrower definition would require Kentucky
Medicaid to develop additional eligibility and verification processes to distinguish
between qualifying and non-qualifying educational programs. This increases
operational complexity, requires modifications to eligibility systems and member
guidance materials, and may create confusion among beneficiaries attempting to
comply with community engagement requirements.

e For Medicaid members, the distinction may be difficult to understand and could
result in individuals enrolled in graduate or professional programs being subject to
work requirements despite actively participating in educational activities that

support long-term economic self-sufficiency. Allowing graduate school to qualify
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as an educational activity would better align with the underlying goals of
community engagement, reduce administrative burden on the state, and provide
clearer, more equitable treatment of individuals pursuing advanced education.

¢ The final rule's application of community engagement verification requirements to
individuals receiving presumptive eligibility (PE) is particularly concerning
because it does not adequately account for the temporary and preliminary nature of
PE determinations. PE is designed to provide short-term access to healthcare
services while a full Medicaid eligibility determination is completed. At the time
PE is granted, the state has not yet completed all eligibility verifications and, in
many cases, cannot determine with certainty whether an individual will ultimately
qualify for Medicaid, let alone whether they will be enrolled in the expansion
population subject to community engagement requirements.

¢ Requiring individuals receiving PE to demonstrate compliance with work and
community engagement requirements is therefore neither practical nor
operationally efficient. Kentucky Medicaid would be required to establish
verification processes for individuals whose coverage may last only a matter of
weeks and who may ultimately be determined ineligible for Medicaid or eligible
under a coverage category exempt from community engagement requirements. This
would require significant investments in systems, staffing, training, and
administrative oversight to track and verify activities for individuals who may never
become subject to the requirements.

¢ The IRF also creates unnecessary burden for applicants, Individuals seeking PE are

often experiencing immediate healthcare needs and are focused on obtaining access



Case 1:26-cv-12962-DLC  Document 6-8  Filed 06/29/26 Page 8 of 16

to medical services. Requiring these individuals to navigate community
engagement reporting or verification processes before a final eligibility
determination has been completed may create confusion, discourage participation,
and delay access to needed care. The result is additional administrative complexity
for Kentucky Medicaid and beneficiaries without a corresponding program

integrity benefit.

The Kentucky Department for Medicaid Service’s Efforts to Implement the Community
Engagement Requirements Before and After the IFR Issued

13. Following the enactment of H.R. 1, Kentucky DMS recognized that it would be
extraordinarily challenging to complete the necessary system and process changes required by the
August 31, 2026 notice deadline and January 1, 2027 implementation dates, given the magnitude
of changes needed for the community engagement requirements and the short period of time
afforded by H.R. 1. Therefore, after H.R. 1 was passed in July 2025, DMS began work to prepare
to comply with community engagement requirements.

14.  Beginning in November 2025 and continuing until the release of the IFR, DMS
based its policy and system determination on the statutory language and the subregulatory
guidance provided by CMS, as detailed above. Based on this guidance, DMS has already done the
following:

e Since the enactment of H.R. 1, Kentucky has undertaken substantial planning and
implementation activities to prepare for the community engagement requirements
applicable to Medicaid expansion members. These efforts began immediately
following enactment and were based on the statutory requirements and the
information available from CMS at the time. The Commonwealth has devoted

significant staff time and resources across policy, eligibility, operations,
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information technology, legal, communications, and program integrity functions to
ensure timely compliance with federal requirements.

e Kentucky has initiated extensive modifications to its Integrated Eligibility and
Enrollment System (IEES) to support the identification, tracking, administration,
and reporting of community engagement requirements. These system changes
include the development of functionality to identify individuals potentially subject
to the requirements, capture exemption information, track compliance activities,
support eligibility determinations related to community engagement, and facilitate
required reporting and oversight activities. In addition, the Commonwealth has
evaluated and begun modifying system interfaces and data-sharing processes
necessary to support verification and compliance monitoring.

s The Commonwealth has also undertaken significant planning related to beneficiary
communications and outreach. Draft member notices, educational materials,
correspondence templates, and operational guidance have been developed to inform
beneficiaries of their rights and responsibilities under the new requirements. These
materials are intended to ensure members understand who is subject to community
engagement requirements, available exemptions, reporting obligations, and the
consequences of noncompliance. Kentucky has also begun preparing training
materials and operational procedures for eligibility staff, call center personnel,
managed care organizations, and other partners responsible for assisting members.

¢ Recognizing the importance of stakeholder input, Kentucky has conducted outreach
and engagement activities with providers, managed care organizations, advocacy

organizations, beneficiary representatives, and other interested parties to discuss
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implementation considerations and identify potential operational challenges. These
discussions have informed system design decisions, member communication
strategies, and implementation planning efforts.

¢ The Commonwealth has further dedicated resources to policy development, legal
analysis, business process redesign, project management, and operational readiness
activities. These efforts have included assessing federal requirements, developing
implementation timelines, identifying necessary system enhancements, evaluating
staffing and training needs, and coordinating across multiple state agencies and
contractors.

15. DMS faces several urgent deadlines with respect to implementing community
engagement requirements. DMS must apply community engagement requirements to applications
and renewals as of January 1, 2027, and to do this DMS must substantially finalize eligibility
system requirements by July 1, 2026, in order to enable full system deployment, with appropriate
testing, in October and November of 2026. After August 15, 2026, DMS will only have limited
ability to make further system changes for use by January 1, 2027. Moreover, DMS is required by
H.R. 1 to issue notices in July of 2026 addressing the changes occasioned by the IFR.

16. Of note, the consequences for Kentucky DMS from building its systems
inconsistently with CMS’s incomplete and as-yet unissued guidance are significantly heightened.
If Kentucky DMS is not able to configure its systems quickly enough, or if it configures its
systems inconsistently with CMS’s eventual guidance, it could face negative audit findings and
significant financial penalties under H.R. 1 Section 71106. In other words, at the same time that

financial consequences for not complying with guidance are rising, CMS’s failure to issue clear
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