Congress of the United States
YWashinaton, BEC 20515

April 25, 2025

The Honorable Phillip Swagel
Director

Congressional Budget Office
United States Congress
Washington, D.C. 20201

Dear Director Swagel:

Nearly 80 million Americans rely on Medicaid and the Children’s Health Insurance Program
(CHIP) for their health coverage and care.' Medicaid is a lifeline for families, seniors, children,
people with disabilities, people who are working and walking an economic tightrope, and those
with chronic illness that make them unable to work. Medicaid is the largest source of federal
funding for states, accounting for 56 percent of all federal dollars going to the states in 2024—and
in some states, it represents as much as 77 percent of all federal funding.” Medicaid covers
regular checkups for children, in-home care and nursing home care for seniors and people with
disabilities, and prescription drugs to treat chronic illnesses, among many other services
Americans rely on to be healthy, go to school, and thrive at work.

States rely on the federal government’s promise to cover the federal share of Medicaid costs to
continue providing health care to all Medicaid beneficiaries and ensure state budget
sustainability for other core government services, like education and public safety. At a time
when states across the country—including red and blue states alike—are struggling to balance their
budgets and experiencing slow revenue growth, cuts to federal Medicaid funding would be
devastating.**

Yet, despite Medicaid’s essential role in tens of millions of Americans’ lives, President Trump
and Congressional Republicans are considering drastic policies that threaten to cut nearly a
trillion federal dollars from the program to pay for the extension of tax cuts for billionaires and
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wealthy corporations.’ The recently passed House and Senate budget resolutions include cuts,

overwhelmingly to Medicaid, of at least $880 billion.°

While Congressional Republicans have not yet publicized the specific combination of policies
that they will pursue to cut Medicaid, President Trump and Congressional Republicans have
asserted that any reforms to Medicaid will not cut people’s benefits. House Speaker Mike
Johnson said, “We’re going to be very careful not to cut a benefit for anyone who is eligible to
receive it and relies upon it.”” When asked if he vowed to not “touch” Medicaid, President
Trump stated, “We aren’t going to touch it. Now, we are going to look for fraud.”® Yet, none of
the myriad proposals Republicans are considering decrease federal spending by reducing fraud.

In reality, any cuts to federal Medicaid spending would leave states with tough choices about
who to strip of their health coverage, what benefits to cut and for whom, and what providers’
payments to slash. We know that states will not be able to wholly offset the loss of federal funds
with new taxes or reductions in other state spending.’

State Behavioral Responses to Medicaid Cuts

Like the analysis that the CBO conducted on the budgetary effects of Medicaid work
requirements under the Limit, Save, Grow Act of 2023," to understand the impact of the
Medicaid cuts that Republicans are considering and the effects of shifting costs onto states, we
request CBO provide the following information:

e What state behavioral responses does CBO anticipate states would take as a result of
reductions in federal funding resulting from the below-listed policy changes (e.g.,
reduced payments to providers, cuts and/or restrictions to optional benefits, and
reductions in enrollment)? Does CBO assume states will absorb any of the reductions in
federal funding through increases in state spending (and if so, what share)?
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e For each of the policies listed below:

o What is CBO’s estimate of the effect of the policy on federal outlays over the
budget window (in $ billion)?

o What percentage of the reduction in federal outlays, based on CBO’s
assumptions, are attributed to reductions in Medicaid enrollment?
What number of individuals does CBO anticipate will lose Medicaid coverage?
What percentage of the reduction in federal outlays, based on CBO’s
assumptions, are attributed to reductions in provider payments?

o What percentage of the reduction in federal outlays, based on CBO’s
assumptions, are attributed to reductions in covered benefits?

Please include all of this information for the following policies described in the CBO’s
publication, Options for Reducing the Deficit: 2025 to 2034 | Congressional Budget Office (with
any updates necessary to reflect CBO’s current baseline and assumptions):

Per capita caps for all eligibility groups using a growth rate of CPI-U

Per capita caps for the expansion population using a growth rate of CPI-U

Reduction in the Newly Eligible FMAP (from 90 percent to regular FMAP)
Reduction in the Provider Tax “Safe-Harbor” Threshold (from 6 percent to 0 percent)

Impact of Repealing or Delaying Final Medicaid Rules

The “Streamlining the Medicaid, CHIP, and Basic Health Program Application, Eligibility
Determination, Enrollment, and Renewal Processes” and the “Streamlining Medicaid; Medicare
Savings Program Eligibility Determination and Enrollment” final rules (together referred to as
the Eligibility and Enrollment final rule) established important safeguards for children, older
adults, and people with disabilities related to eligibility, enrollment, and renewal processes. As
examples, the rule prohibits states from imposing waiting periods and annual or lifetime benefit
limits on kids enrolled in CHIP and prevents states from requiring eligibility checks more than
once a year or in-person interviews for older adults and people with disabilities. Additionally, the
rule streamlines and standardizes enrollment processes for Medicare beneficiaries who are
eligible for Medicaid to help cover the cost of Medicare premiums and cost-sharing.

It is our understanding that repealing the Medicaid Eligibility and Enrollment rule results in
federal savings by reducing the number of eligible people enrolled in Medicaid who would
otherwise gain coverage under the final rule and thereby would prevent eligible people from
accessing benefits. To understand the impact of repealing the Medicaid Eligibility and
Enrollment final rule, we request CBO provide the following information:

e What is CBO’s estimate of the effect of rescinding the Eligibility & Enrollment rule on
federal outlays over the budget window (in $ billion)?
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e What number of individuals does CBO anticipate will lose Medicaid coverage because of
such rescission?

e What percentage of the reductions in federal spending, based on CBO’s assumptions, are
attributable to reductions in the number of people who would otherwise enroll in
Medicaid under the final rule?

Thank you in advance for your attention to this request. We look forward to your prompt
response to our questions.

Sincerely,

Reor U Qe jmwf&u,,,;

Ron Wyden Frank Pallone, Jr.
United States Senator Ranking Member
Ranking Member, Committee Committee on Energy and

on Finance Commerce



