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Five Early Decisions for CMS

The new Trump Administration has certainly taken the bull by the horns in the opening weeks, dropping some notable
directives across the government.

However, an incoming Administration never gets to dictate all their opening terms. To that end, the Trump
Administration faces a series of early decisions at CMS that stand to carry a sizable impact.

A short stroll down the early “must do” list....

Coverage of Anti-Obesity Medications (AOMs) in Medicare and Medicaid

Last November, the Biden Administration’s CMS issued a proposed rule (BGR Summary) that would require Medicare
Part D and Medicaid to cover AOMs (including GLP-15s).

The announcement was a bit of a surprise. The Social Security Act includes a statutory prohibition on Medicare Part D
covering weight loss drugs and allows states the option of covering such drugs under Medicaid. However, the Biden
Administration offered an interpretation of the law that would mandate coverage of AOMs for the treatment of obesity
under both Medicare Part D and Medicaid.

To be clear, Medicare Part D already provides coverage for GLP-1s in some instances. The FDA has approved AOMs to
treat a number of conditions other than weight loss and obesity, including diabetes and cardiovascular diseases. And
many state Medicaid programs provide some coverage of GLP-1s as well. Again, CMS’s proposal would mandate coverage
of AOMs under Medicare and Medicaid for the treatment of obesity.

The Trump Administration will have to decide whether it wants to finalize the proposed coverage mandate that the Biden
Administration proposed, or whether it wants to go

another direction. Medicare plans likely would prefer to get this info sooner rather than later, given Medicare Part D
plans need to tell CMS in June what their plan offerings will look like next year — and covering GLP-1s could have a pretty
big impact on premiums and plan design for 2026.

One important question for consideration — on the question of Medicaid coverage for GLP-1s, how does the

Administration weigh a new, expensive mandatory coverage requirement under Medicaid when Congress is also
potentially considering cuts in Medicaid funding to offset the cost of other legislative priorities?
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Commercial Insurance and Marketplace

Every year, CMS updates the rules of the road for commercial insurance offered in the individual and group markets,
including the marketplaces created by the Affordable Care Act. Rules can hit on a number of topics, including
marketplace operations, eligibility determinations, special enrollment periods, and coverage requirements.

Unsurprisingly, Republicans and Democrats have not always seen eye to eye on what these rules should look like. The
first Trump Administration made some significant changes from the Obama Administration — many of which the Biden
Administration switched right back in the first half of 2021.

The pendulum has swung back again, and the second Trump Administration has an opportunity to overhaul the rules of
the road. It appears the incoming staff are seizing the moment, as the Office of Management and Budget is already
reviewing a proposed rule that would update policies for 2026 — a tight turnaround, even with the early start.

The question — what will the incoming Trump Administration try to get done in this first foray? Some guesses — new
income verification rules; changes to enrollment rules, with a focus on auto-enrollment and Special Enrollment Periods;
and revisiting mandates on plans relating to standardized offerings.

Medicare Advantage Rates

The Social Security Act requires that CMS set in stone any changes in the payment methodology for Medicare Advantage
plans by the first Monday in April. This final notice must be preceded by a proposed “Advanced Notice” released for
public comment.

The Biden Administration got the ball rolling on this process for 2026, publishing an Advance

Notice in January (BGR Summary). The collective policies worked out to a 2.23% increase in Medicare Advantage plan
payments, headlined by the final year of the phase in of a controversial new risk adjustment model CMS set in 2023, the
negative impact of which was offset by a notable increase in the organic “growth rate” that tracks increases in health
care costs year-over-year.

The Trump Administration is somewhat boxed in at this point. By law, that final Rate

Announcement is due out on the first Monday in April, but the time has come and gone for the Trump Administration to
replace the Biden Administration’s Advance Notice with one of their own. Broadly, the Trump Administration has limited
authority to deviate from the policies in the proposed Advance Notice.

With that said, the Trump Administration could choose to move the dials a bit in the final — backing off the phase in of
the risk adjustment model (less likely), or setting a different growth rate (more likely).

Drug Price Negotiations

The Inflation Reduction Act directed CMS to negotiate with manufacturers on price for a limited set of drugs each year —
an unprecedented step. The Biden Administration gladly ran the first year of that process, setting new prices that take
effect in 2026 for the 10 drugs that Medicare currently spends the most money on. The responsibility for implementation
of year two of Biden’s signature health care law now sits with the Trump Administration.

As with the Medicare Advantage rates, the Biden Administration moved forward with the next phase of the negotiation
program before leaving in January, naming the next 15 drugs that would be subject to Medicare-negotiated prices in
2027.

The Trump Administration gave us a sense of their path forward earlier this month, releasing a statement that seems to
affirm plans to move ahead with negotiation on the 15 selected drugs.
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However, the same statement noted a commitment to “incorporating lessons learned to date,” and “considering
opportunities to bring greater transparency to the Negotiation Program.” CMS also committed to providing
“opportunities for stakeholders to provide specific ideas to improve the Negotiation Program.”

The major rules of the road for 2027 have already baked in, given the guidance CMS updated and finalized at the end of
last year. CMS has also announced its schedule for public engagement opportunities associated with the negotiation
process, which follows the plan the Biden Administration had finalized before existing.

However, the Trump Administration could still put its own stamp on the process within the existing rules of the road. We
are watching how the Trump Administration will set the goalposts for success on the negotiated price.

Part D Premiums and the Stabilization Demo

On top of the negotiation authority referenced above, the Inflation Reduction Act included a significant overhaul of the
Part D benefit. The overhaul included new caps on consumer costs, and higher liabilities for Part D plans and
manufacturers.

This overhaul is the first since the Part D benefit’s inception in 2005, representing something of a shock to the
marketplace. The bill authors anticipated that change, and capped the amount Part D plans can increase premiums in the
earlier years.

Last summer, the Biden Administration began to fret about the cumulative impact of even these capped premium
increases. To that end, CMS started a “Premium Stabilization Demonstration” that shifted some additional costs to the
government to mitigate the premium increases for beneficiaries.

Congressional Republicans widely panned this new demo, calling it a “taxpayer-funded bailout to paper over the flaws of
the Inflation Reduction Act,” among other descriptors.

Welp — the shoe’s on the other foot now, and Part D premiums are now the Trump Administration’s job to figure out.

Plans submit their bids in June — and those bids are the basis of premiums. If the bids submitted in June yield a similar
movement in premiums this fall, the Trump Administration will have to decide whether to let the premium increases
stand this fall, or find themselves another demo.
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