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Community
Engagement
Interim Final Rule

Released June 1, 2026

Executive Summary

On June 1, 2026, CMS released an interim final rule with comment period (IFC) that implements Section
71119 of H.R. 1, which requires states to establish community engagement requirements in Medicaid for
certain individuals. The rule was published in the Federal Register on June 3, 2026. The rule provides
definitions of important exclusions from the requirements, like family caregivers and individuals who are
medically frail. Notably, CMS ties medical frailty to an individual’s ability to work or otherwise comply with
community engagement requirements.

CMS also describes how states should conduct verifications at application and renewal, and what constitutes
acceptable verification methods. The agency also details the limitations of managed care plans regarding
community engagement requirements. Finally, CMS provides several cost estimates of implementing and
operating community engagement requirements to both State and Federal governments.

In general, the rule provides many specific regulatory definitions for allowable activities and exclusion
categories, limiting the ability of states to define these terms themselves. CMS estimates that about 24
percent of impacted beneficiaries will be determined to be excluded and not subject to community
engagement requirements (Table 37), while another 3.4 percent would be excluded under temporary
hardship standards (Table 38). CMS estimates that community engagement requirements will result in
disenrollment of 15 percent of applicable individuals due to either noncompliance or procedural
disenrollment (Table 40).

The rule becomes effective on July 31, 2026. CMS will accept public comments on the IFC through July 31,
2026.

In this summary, we provide key takeaways and a section-by-section breakdown of the rule.

The information contained in this document is provided for
informational purposes only and should not be construed as
legal advice. Interpretation and assumptions are based upon
currently available information and are subject to change.
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Key Takeaways

Definitions
e Applicable Individual

o An applicant or enrollee is subject to community engagement requirements if they are an
individual aged 19 to 64 who is eligible to enroll or is enrolled under the State Plan under
subsection (a)(10)(A)(i)(VIII) (i.e., Medicaid expansion under the state plan) oris eligible to
enroll or is enrolled under a waiver of that section (i.e., Medicaid expansion-like eligibility
groups established under an 1115 waiver).

e Specified Excluded Individual

o An applicant or enrollee who falls under one of the following categories described in and does
not need to comply with community engagement requirements: medically frail; former foster
care youth; Tribal members; a parent, guardian, caretaker relative or family caregiver; a
veteran with a temporary or permanent disability rated as 100 percent (total); a member of a
household that receives SNAP benefits and is not exempt from that program’s work
requirements; compliant with any requirements imposed by the State, in accordance with §
407 of the Act; participating in a drug or alcohol treatment and rehabilitation program;
incarcerated; or pregnant or receiving postpartum medical assistance.

e Medical frailty

o Anindividual who is medically frail or otherwise has special medical needs is defined as an
individual whose physical, mental, or other behavioral health condition significantly impairs
the individual’s ability to comply with the community engagement requirements and is:
blind or disabled; has a substance use disorder (excluding individuals in “stable recovery,”
meaning someone in recovery for 5 or more years); has a disabling mental disorder; has a
disability that significantly impairs their ability to perform one or more activities of daily living;
or has a serious or complex medical condition, described in further detail in §
435.554(c)(5)((i)(E).

o The State must develop a list of diseases, diagnoses, disorders, or other health conditions to
identify individuals who meet the criteria above.

= The list must be “auditable, justifiable, and consistent” with the definitions in §
435.554(c)(5)((i)(A) through (E) and be revised on a regular basis to add or remove
diseases, diagnoses, disorders, or health conditions based on the State’s experience.

= The State must have a reasonable process and criteria in place for individuals to request
exclusion based on medical frailty if their condition or disease is not on the State’s list.

e Family caregiver

o Anindividual who primarily resides with a dependent child (through age 13) or disabled
individual and provides assistance on a regular, non-incidental basis.
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o Anindividual who is related to a dependent child or disabled individual and provides assistance
on aregular, non-incidental basis.

= Relatives are further defined in § 435.554(a) for the purposes of qualifying as a specified
excluded individual.

o Anindividual who is not related and does not reside with a dependent child or disabled
individual and provides not less than 80 hours of assistance that is not incidental.

o Inhouseholds with more than one caregiver, multiple individuals who meet the definition may
qualify as specified excluded individuals.

Acceptable Verification Methods
e Reliable Information

o Forthe purpose of verifying compliance with community engagement requirements, reliable
information includes, but is not limited to:

= Information from electronic data sources that the agency has determined to be
effective, as documented in the State’s verification plan;

= Information from other State or local agencies;

= Information related to community engagement from Federal agencies and other data
sources provided through electronic services established by the Secretary;

= Information in the State’s eligibility system;
= Information in the individual's case record;
= Payroll data;

= Claims data that have been adjudicated in the preceding 12 months, including those that
have been paid, pending, or denied; and

= Encounter data, as relevant to the individual, for the preceding 12 months.
e Verifying Exclusion Status

o States must attempt to determine whether individuals are specified as excluded individuals on
an ex parte basis (the process in which the Medicaid agency attempts to verify eligibility
without requiring direct contact with the applicant or beneficiary) using reliable information. If
such information is not available:

= For categories other than medical frailty:

e Before January 1, 2028, States can seek additional information from the
individual to verify status as a specified excluded individual.

e Beginningin 2028, States must require documentation to prove status as a
specified excluded individual.

The information contained in this document is provided for
informational purposes only and should not be construed as
legal advice. Interpretation and assumptions are based upon
currently available information and are subject to change.
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= For those seeking medical frailty status:

e Before January 1, 2028, States can accept self-attestation for individuals
seeking status as a specified excluded individual as medically frail.

e Beginningin 2028, States may allow for this attestation only one time. At
subsequent renewals, the state must require documentation of medical frailty
status.

Verifying Compliance with Community Engagement Requirements

o States must attempt to verify applicable individuals have met community engagement
requirements on an ex parte basis.

o Before January 1, 2028, States can seek information from individuals to verify that they met
community engagement requirements.

o Beginningin 2028, when there is no reliable information available to the State or the reliable
information is not compatible with information provided by or on behalf of the individual, the
State must require documentation when it is reasonably available.

More Frequent Verifications

If a state elects to more frequently verify compliance with community engagement requirements,
the State must first check all reliable information available to the State to determine if the individual
newly qualifies as a specified excluded individual prior to assessing compliance with the
requirements.

States are not permitted to reverify the specified excluded status of an individual between their
regularly scheduled redeterminations, unless the agency has information indicating that their status
has changed.

If the enrollee continues to be categorized as an applicable individual, the State must first attempt
an ex parte review before requesting additional information and documentation from the individual.

Noncompliance Procedures

If a State is unable to verify compliance with community engagement requirements, it must provide a
notice to the individual and allow them 30 calendar days to respond with additional information.

The State agency must not impose any restriction on an applicable individual's ability to reapply for
coverage or their ability to receive coverage if determined eligible upon reapplication based on prior
denials or disenrollment for noncompliance.

The State must also reconsider eligibility if a Modified Adjusted Gross Income (MAGI) beneficiary was
disenrolled for failure to submit information and submits information during the reconsideration
period.

The information contained in this document is provided for
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Good Faith Exemptions

CMS estimates that 10 States will apply for a good faith exemption and that the agency will approve
approximately two States. Exemption requests will be considered on a case-by-case basis. CMS
describes how States will be approved only if they have a work plan and have been “diligently making
progress” in 2026, limited only by circumstances beyond control of the State.

o After approval, the States must develop and submit quarterly progress reports.
Exemptions are held to the following standards:
o CMSwill approve initial exemptions for no more than six months.

o CMS may grant extensions if the state is able to exemplify that they continue to demonstrate a
good faith effort.

o CMSwill determine the length of the extension based on their assessment of a state’s
quarterly report.

o Exemptions may be terminated at any time, if CMS determines that the state has failed to
comply with reporting requirements or failed to make a continued good faith effort towards
community engagement implementation.

Managed Care Implications

States may not use managed care organizations (MCOs), prepaid inpatient health plans (PIHPs),
prepaid ambulatory health plans (PAHPs), or other contractors to determine a beneficiary’s
compliance with community engagement requirements unless that entity is not responsible for
providing or arranging covered services for such a beneficiary.

States allow managed care plans to refer or provide Medicaid managed care enrollees with additional
services and assistance that pertain to work requirements, such as referral to community resources.
CMS advises states that they cannot delegate activities to MCOs that are unrelated to the provision
of Medicaid-covered services. As states work with MCOs to implement work requirements, they must
take care that, in developing capitation rates, states and their actuaries ensure that costs associated
with the non-benefit component capitation rates comply with federal requirements.

The information contained in this document is provided for
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Estimated Cost to States

CMS estimates that total spending on systems upgrades due to community engagement
requirements will be $1.56B over 10 years, with States paying $231M (Table 33).

CMS estimates that one-time and ongoing administrative expenses for community engagement
requirements will total $170.12M, with States paying $83.13M (Table 34).

CMS projects that 2.3 million individuals will be disenrolled in FY2027, with subsequent years seeing
between 3.1 to 3.3 million individuals disenrolled.

CMS estimates that State Medicaid spending would be reduced by $41.6B over the next 10 years
(Table 41).

Effective Date

Unless granted a good faith exemption as described below, states must implement and ensure
compliance with community engagement requirements no later than January 1, 2027. States may
elect to implement before this date. States must submit a state plan amendment using a template to
be released by CMS in the coming months or may include the requirements in any 1115 waiver that
confers eligibility on the target population.

The information contained in this document is provided for
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Section-by-Section

§ 431.213 Exceptions from advance notice.

Reverts some regulatory text for this section to the language as it existed prior to the 2024 Eligibility and
Enrollment final rule. Establishes that the section will sunset on October 1, 2034, and provides that CMS will
undertake rulemaking to update this section prior to that date.

§ 431.231 Reinstating services.

Reverts some regulatory text for this section to the language as it existed prior to the 2024 Eligibility and
Enrollment final rule. Establishes that the section will sunset on October 1, 2034, and provides that CMS will
undertake rulemaking to update this section prior to that date.

§ 435.3 Basis

1902 (xx) describes the requirement for states to establish Medicaid community engagement requirements
for certain individuals.

§ 435.119 Coverage for individuals age 19 or older and under age 65 at or below 133 percent of
the Federal Poverty Level (FPL)

Requires states to ensure that the eligibility for the adult expansion group is conditioned on meeting
community engagement requirements as described in 42 CFR § 435.550 through 435.563.

§ 435.550 Basis and scope

Community engagement requirements apply to the 50 states and District of Columbia. These requirements
do not apply to U.S. territories.

§ 435.551 Applicable individual

An applicable individual is an individual who is not a specified excluded individual as defined at § 435.554
and who is:

e Eligible to enroll or is enrolled under the state plan under § 435.119.

e Otherwise, eligible to enroll or is enrolled in a demonstration project under section 1115(3)(2) of the
Act that provides coverage that meets minimum essential coverage requirements and who:

o lIsatleast 19 and under 65 years of age.

o Isnot pregnant.

The information contained in this document is provided for
informational purposes only and should not be construed as
legal advice. Interpretation and assumptions are based upon
currently available information and are subject to change.
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o Is not entitled to or enrolled for benefits under Medicare Part A or enrolled for benefits under
Medicare Part B.

o Is not otherwise eligible to enroll under the State plan.

§ 435.552 Demonstrating community engagement

This section defines an applicable individual as one who meets one or more of the following conditions:

e Works at least 80 hours.

o Inexchange for money, goods and services, or unpaid work, which could include an internship
or trial period.

e Participates in a work program for at least 80 hours.
o Aprogram must fall under one of the following stipulations:
= Title | of the Workforce Innovation and Opportunity Act (WIOA)
= Section 236 of the Trade Act of 1974 (19 U.S.C. 2296)

= Training programs or supervised employment that is operated or supervised by state or
local governments, which meets standards approved by the Governor. Including certain
programs under the Food and Nutrition Act (7 U.S.C. 2015(d)(4)). While standalone job
search or related training programs do not qualify, activities may account for less than
half of the required participation hours.

= An employment or training program for Veterans operated by the Department of Labor
or the Department of Veterans Affairs.

= A workforce partnership under subsection (d)(4)(N) of § 6 of the Food and Nutrition Act
of 2008 (7 U.S.C. 2015(d)(4)(N)).

e Completes at least 80 hours of community service.

o Unpaid work that is completed voluntarily or by court order. The community service should be
a structured program that directly benefits the community under public or non-profit
organizations. These organizations must:

= Be classified under §501(c)(3) of the Internal Revenue Code of 1986 (26 U.S.C. 501(c)(3))

= Provide oversight of activities, including type of service, dates and hours completed, and
a point of contact.

e Enrolledin an educational program, at least part-time.
o An educational program can be defined as one of the following:

= Aninstitution of higher education as defined in § 101 of the Higher Education Act of
1965 (20 U.S.C. 1001).

The information contained in this document is provided for
informational purposes only and should not be construed as
legal advice. Interpretation and assumptions are based upon
currently available information and are subject to change.
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= A program of career or technical education as defined in § 3(5) of the Carl D. Perkins
Career and Technical Education Act of 2006 (20 U.S.C. 2302(5)).

= Ahigh school as defined in Title VIII of the Elementary and Secondary Education Act (20
U.S.C. 7801 et seq.)

= Astate-approved program for individuals who have not received a high school diploma,
to earn a certificate of equivalence.

o Enrollment status is determined by the school orinstitution, as full-time, part-time, or less
than part-time, through periods of attendance, beginning on the first day of the term.

o Enrollment status is discontinued at the end of the month, in cases of expulsion, withdrawal,
completion of a term and not re-registered, or graduation.

o For classes that use credit hours, the following calculations should be made:

= Multiply the number of each credit hour of instruction by 3 to get the total number of
educational hours a week. Then multiply the weekly total by 4.33 weeks to get the total
hours in a one-month period.

o For classes that do not use credit hours, hours spent in class and participation in educational
activities count towards requirements.

e Participates in a combination of prior activities.

o Individuals may demonstrate monthly community engagement through a combination of
activities, including work, community service, work program participation, and educational
program participation.

o States are not permitted to require an individual to combine educational program hours with
another activity if they attend at least part-time.

o Ifthe monthly income is less than federal minimum wage standards ((29 U.S.C. 206(a)(1)(C))
multiplied by 80 hours, and the agency is unable to access documentation on hours worked, it
can calculate the hours worked based on monthly income, if they have a reasonable method to
allocate work hours between household members.

e Has a monthly average income that is equal or greater than federal minimum wage standards,
multiplied by 80 hours.

o The agency must determine the monthly income based on the individual’'s MAGI-based income
for their household, as defined at § 435.603, and applied to a month in the period under §
435.556(a).

e Isaseasonal worker and has an average monthly income equal to or greater than federal minimum
wage standards, multiplied by 80 hours.

o The agency must determine the monthly income based on the individual's MAGI-based income
for their household, as defined at § 435.603, and applied to a month in the period under §
435.556(a).

The information contained in this document is provided for
informational purposes only and should not be construed as
legal advice. Interpretation and assumptions are based upon
currently available information and are subject to change.
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§ 435.553 Mandatory exceptions For certain applicable individuals

A state must consider an applicable individual to have demonstrated compliance with community
engagement requirements if they were, for all or part of the month:

1. Under the age of 19;

2. Entitled to or enrolled in benefits under Medicare Part A or B;

3. Described in any mandatory Medicaid state plan eligibility group; or
4. Aspecified excluded individual as described in § 435.554.

A state must also consider an applicable individual to have demonstrated compliance with community
engagement requirements if, at any point during the three-month period ending on the first day of the
month, they were an inmate of a public institution.

§ 435.554 Specified excluded individuals

This section defines individuals who are excluded from the community engagement requirements, those
who are: medically frail; Former Foster care youth; Tribal members; a parent, guardian, caretaker relative or
family caregiver; a veteran with a temporary or permanent disability rated as 100 percent (total); a member
of a household that receives SNAP benefits and is not exempt from that program’s work requirements;
compliant with any requirements imposed by the State, in accordance with § 407 of the Act; participating in
a drug or alcohol treatment and rehabilitation program; incarcerated; or pregnant or receiving postpartum
medical assistance. Definitions for medically frail, family caregiver, caretaker relative, disabled veteran, and
participation in a drug or alcohol treatment program, and incarceration are included below:

e Medically frail

o Anindividual whose physical, mental, or other behavioral health condition significantly
impairs the individual’'s ability to comply with community engagement requirements and is
an individual:

=  Whois blind or disabled (as defined in § 1614 of the Social Security Act);

= With a substance use disorder, excluding an individual in stable recovery (which means,
an individual who is in recovery for five or more years);

= With a disabling mental disorder;

= With a physical, intellectual, or developmental disability that significantly impairs their
ability to perform one or more activities of daily living (ADL); or

= With a serious or complex medical condition which is a medical condition that is life
threatening, seriously disabling without necessarily being life threatening, causing
significant pain or discomfort that can cause serious interruptions to life activities,
requiring a major time or effort commitment from caregivers for a substantial period of

The information contained in this document is provided for
informational purposes only and should not be construed as
legal advice. Interpretation and assumptions are based upon
currently available information and are subject to change.
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time, requiring frequent monitoring, associated with severe consequences or negative
consequences for someone else, affecting multiple organ systems, requiring
management to tight physiological parameters, requiring coordination of multiple
specialties, requiring treatment that carries a risk of serious complications, or requiring
adjustment in non-medical environments.

o The State must develop a list of diseases, diagnoses, disorders, or other health conditions to
identify individuals who meet the criteria above.

= The list must be “auditable, justifiable, and consistent” with the definitions above and be
revised on a regular basis to add or remove diseases, diagnoses, disorders, or health
conditions based on the State’s experience.

= The State must have a reasonable process and criteria in place for individuals to request
exclusion based on medical frailty if their condition or disease is not on the State’s list.

e Family caregiver

o Anindividual who primarily resides with a dependent child (through age 13) or disabled
individual and provides assistance on a regular, non-incidental basis.

o Anindividual who is related to a dependent child or disabled individual and provides assistance
on a regular, non-incidental basis.

o Anindividual who is not related and does not reside with a dependent child or disabled
individual and provides not less than 80 hours of assistance that is not incidental.

e Caretaker relative

o Arelative of a dependent child or a disabled individual, by blood, adoption, or marriage, with
whom the child or disabled individual is living, who assumes primary responsibility for the
dependent child’s or disabled individual's care, and who is one of the following:

= Achild orindividual's father, mother, grandparents, siblings, stepparents, stepsiblings,
aunts, uncles, first cousin, nephew, or niece.

= Adisabled individual's husband, wife, children, grandchildren, or stepchildren.

= The spouse of such a parent or relative, even after the marriage is terminated by death
or divorce.

= At the State’s option, another relative of the dependent child or disabled individual
based on blood (or half-blood), adoption, or marriage; the domestic partner of the
parent or other caretaker relative; or an adult with whom the dependent child or
disabled individual is living and who assumes the primary responsibility for their care.

e Drugand alcohol treatment

o Rehabilitation programs are defined in section 3(h) of the Food and Nutrition Act of 2008 (7
U.S.C. 2012(h)).

The information contained in this document is provided for
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o States may establish a minimum time commitment, consistent with appropriate clinical
guidelines, for participation in a treatment program.

e Incarceration

o Theindividual is an inmate of a public institution as defined at § 435.1010.

§ 435.555 Optional exception For short-term hardship events

States may elect to offer a short-term hardship exception that allows applicable individuals to be treated as
meeting the community engagement requirement during months in which they experience certain hardship
events. States that adopt this option must provide notice of the exception and establish procedures for
requesting, evaluating, and appealing exception determinations when applicable.

Short-term hardship events include:

e Receipt of inpatient hospital, nursing facility, intermediate care facility for individuals with
intellectual disabilities (ICF/IID), inpatient psychiatric, or other services of similar acuity. This includes
certain non-institutional services that, absent those services, would likely result in the individual
receiving inpatient-level care. States must use the Medicaid definition of “inpatient” when applying
this exception.

e Residence in an area subject to a presidentially declared emergency or disaster under the National
Emergencies Act (50 U.S.C. 1601 et seq.) or the Robert T. Stafford Disaster and Emergency Assistance
Act (42 U.S.C. 5121 et seq.). For emergencies declared under the National Emergencies Act, the
emergency must affect the ability of applicable individuals to demonstrate community engagement
in the affected area. States must notify CMS when implementing an emergency-based exception, and
CMS may approve extensions beyond the disaster period if barriers to meeting the community
engagement requirement persist. For Stafford Act disasters, the exception begins in the month the
incident period starts and continues through at least the end of the month in which the incident
period ends.

e Residence in a county where the unemployment rate is at least 8 percent or 1.5 times the national
unemployment rate, whichever is lower, based on data from the U.S. Bureau of Labor Statistics or
another reliable source accepted by CMS. States must request approval from CMS, and CMS must
determine that the unemployment threshold has been met.

e Travel outside the individual's community for an extended period to obtain medically necessary
treatment for a serious or complex medical condition that is unavailable locally. This may also apply
when a dependent must travel for treatment, and the applicable individual must take leave from
work or other community engagement activities to support the dependent, including taking the
dependent to medical appointments, conducting travel-related logistics, or maintaining primary
responsibility for communicating with medical providers.

The information contained in this document is provided for
informational purposes only and should not be construed as
legal advice. Interpretation and assumptions are based upon
currently available information and are subject to change.
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Additional requirements:

e States may not require individuals to request an exception for emergency/disaster-related hardships
or for residence in a high-unemployment area.

e For hardship events related to inpatient or similar services and travel for medical treatment,
individuals or individuals acting on their behalf must request the exception through procedures
established by the state.

e The exception does not apply to individuals who are already excluded from the community
engagement requirement.

§ 435.556 Assessing compliance with the community engagement requirement

States must require applicable individuals (defined at § 435.551) to demonstrate compliance with
community engagement requirements as a condition of medical assistance eligibility, including the
following:

¢ Anindividual who files an application for medical assistance must demonstrate community

engagement compliance for at least one, but not more than three consecutive months, following the
month they applied.

e Applicable enrolled individuals who are actively receiving medical assistance under a state plan or
waiver must demonstrate community engagement compliance for one or more months, whether it is
consecutive or not.

o The state is not required to re-check eligibility during the time between an individual's latest
determination or redetermination and when the next one is due, if they have not opted into
conducting more frequent verification checks.

o Anindividual must be in compliance with community engagement requirements for the time
between their latest determination or redetermination through the end of the month, prior to
becoming an applicable individual, based on a change in circumstances (in accordance with §
435.916(d)).

States may not require applicable individuals to demonstrate compliance for periods exceeding those
specified above.

States may not apply the above requirements to excluded individuals defined at § 435.554.

States must inform Medicaid applicants and beneficiaries of how it will make eligibility determinations, as it
aligns with 8§ 435.917 and 435.918 and part 431, subpart E. In this communication, states should include a
clear statement with basis of eligibility (in accordance with § 435.917(b)(1)(i)) or a statement with the state’s
intended action, specifying the following:

e Anindividual meets excluded criteria as defined at § 435.554.

The information contained in this document is provided for
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e Anindividual is determined as applicable, whether or not they are in compliance with community
engagement requirements, under § 435.553 or, if applicable, § 435.555, for the specified months.

§ 435.557 Verifying compliance with or exception or exclusion from the community
engagement requirement

States must establish a process to use reliable information (see definition above) to establish whether the
applicable individual (1) meets a mandatory exception, (2) is a specified excluded individual, or (3) satisfies
community engagement requirements. The state must identify data sources for reliable information and
document in its verification plan its policies and procedures for verifying compliance.

e Priorto January 1, 2028, when reliable information is not available, or the reliable information is not
reasonably compatible with the information provided by or on behalf of the individual, the state may
require documentation or accept other information when there is no reliable information available to
the State.

e Beginning January 1, 2028, when there is no reliable information available to the State or the reliable
information is not reasonably compatible with the information provided by or on behalf of the
individual, the agency must require documentation whenever documentation is reasonably available.

e States must accept information other than documentation to verify an individual's eligibility when
there is no reasonably available documentation. States may not deny or terminate eligibility solely
because the individual is unable to produce documentation where none exists or is reasonably
available. States may establish processes to verify eligibility in the absence of documentation.

States must conduct this verification, application, and renewal. Once a state has determined that an
individual is compliant, it must stop checking reliable information. If the state determines an applicable
individual is compliant, it must enroll/renew eligibility for that individual but must still check for potential
exclusions. States may not reverify specified excluded status between scheduled redeterminations unless
the state has information on a change in status. The state must use the electronic data service established
by HHS (the Federal Data Services Hub) to obtain reliable information for verifying compliance.

With respect to verifying medical Frailty:

e Prior to January 1, 2028, when reliable information is not available or the reliable information is not
reasonably compatible with the information provided by or on behalf of the individual, the state may
require documentation or accept a statement, under penalty of perjury, that verifies the individual's
medical frailty.

e Beginning January 1, 2028, the state may accept such a statement only once, but upon the
individual's next redetermination, must use either reliable information or documentation to establish
medical frailty.

e Medical frailty status must be redetermined at least every 12 months.

e States must comply with all applicable privacy requirements with respect to data related to
individuals’ medical frailty status.

The information contained in this document is provided for
informational purposes only and should not be construed as
legal advice. Interpretation and assumptions are based upon
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States must also use reliable information to determine applicability of any optional short-term hardships
before seeking documentation from the individual.

§ 435.558 Noncompliance procedures

If a State is unable to verify that an applicable individual has met community engagement requirements or is
otherwise exempt, the State must:

Provide the individual with a notice of noncompliance, and

Provide the individual with 30 calendar days, starting on the date when the notice is received by the
individual, to provide addition information to the State that they have met requirements or are
exempt.

o The notice is considered to be received 5 days after the send date on the notice, unless the
applicant or beneficiary can prove that they did not receive the notice within the 5-day period.

Continue to provide Medicaid coverage for an enrolled beneficiary until they have been deemed
ineligible.

CMS has defined “unable to verify” compliance to mean that:

At application, the State does not have sufficient information after reviewing information provided
by the individual and the reliable information available to the State to determine that the individual
has demonstrated or is deemed to have demonstrated community engagement for the number of
months as required by the State.

At renewal, the State does not have sufficient information to determine that the individual has
demonstrated or is deemed to have demonstrated community engagement for the number of
months as required by the State. But first, the State must have:

o Assessed available, reliable information was not sufficient to verify, or

o The renewal form provided to the beneficiary was not returned, or the information returned
was not sufficient to verify.

The same process governs States that elect to verify compliance more frequently, with the exception
that the State sends a request for more information from the beneficiary instead of a renewal form.

If the State does not receive a “satisfactory showing” after the 30-calendar day period, it must:

Consider all other possibilities for eligibility under different avenues under the State Plan prior to
denying coverage at application or determining that a beneficiary is ineligible.

For individuals who have been determined to be ineligible for all types of Medicaid coverage after
review, the State must:

o Deny anindividual's application and provide written notice and fair hearing rights.

The information contained in this document is provided for
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o Disenroll a beneficiary no later than the end of the month following the month in which the
30-calendar day period ends and after the provision of advance written notice and fair hearing
rights.

o Include in the notice a clear statement of the specific reasons why the individual failed to
satisfactorily show compliance with community engagement requirements or prove that they
were exempt.

o Determine the applicant or beneficiary's potential eligibility For other insurance affordability
programs.

The State agency must not impose any restriction on an applicable individual’s ability to reapply for
coverage or their ability to receive coverage if determined eligible upon reapplication based on prior denials
or disenrollment for noncompliance. The State must also reconsider eligibility if a MAGI beneficiary was
disenrolled for failure to submit information and submits information during the reconsideration period.

§ 435.559 Implementation timing for the community engagement requirement

States must require applicable individuals to demonstrate community engagement under §§ 435.552 and
435.556, or be deemed to have demonstrated community engagement under § 435.553 or, if applicable, §
435.555, as a condition of eligibility for medical assistance furnished on or after January 1, 2027. States may
elect to implement §§ 435.550 through 435.563 before January 1, 2027, under the State plan or a
demonstration project under section 1115 of the Act. For beneficiaries enrolled as of the state’s
implementation date, the agency must verify compliance at the individual's first renewal initiated on or after
the implementation date.

§ 435.560 Good faith effort exemption

CMS may temporarily exempt states from implementing community engagement requirements under §§
435,550, 435.559, and 435.561 and in accordance with § 435.559, if the agency determines a good faith
effort through a report that includes the following criteria:

e The state has taken steps towards implementing community engagement requirements.

e The state has identified significant barriers or challenges related to funding, design, development,
procurement, or implementation of related systems.

e The state provides a detailed plan with a timeline and milestones for implementation.
e The state identifies exigent circumstances beyond their control that impacts their ability to

implement the requirements, such as emergency or administrative issues.

Good faith effort exemptions will expire no later than December 31, 2028, and may not be renewed past this
date. Exemptions are held to the following standards:

e CMSwill approve initial exemptions for no more than 6 months.

The information contained in this document is provided for
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e CMS may grant extensions if the state is able to exemplify that they continue to demonstrate a good
faith effort.

e CMSwill determine the length of the extension based on their assessment of a state’s quarterly
report.

e Exemptions may be terminated at any time, if CMS determines that the state has failed to comply
with reporting requirements or failed to make a continued good faith effort towards community
engagement implementation.

States that have been granted an exemption must submit a quarterly report to the agency providing the
state’s status in reaching agreed upon milestones to fully implement community engagement requirements.
As well as the state’s plan to mitigate any risks, barriers, or challenges that may arise for the implementation
of community engagement requirements.

§ 435.561 State requirements For outreach.

States must provide notice of the community engagement requirement to individuals who:

e Are eligible to enroll or are enrolled under § 435.119 or

e Areeligible to enroll or are enrolled in section 1115 demonstration project that provides coverage
equivalent to minimum essential coverage requirements and who are:

o At least 19 and under 65 years of age
o Not pregnant
o Not entitled to or enrolled in Medicare Part A or enrolled in Medicare Part B

o Do not qualify for enrollment under another State plan eligibility pathway

States must notify individuals of the community engagement requirement:

e Beginning three months plus the number of months specified by the state under § 435.556(a)(1)
before January 1, 2027, or before an earlier State implementation date

Before the effective date of a State's implementation of the adult group under § 435.119 or a
demonstration project under section 1115(a)(2) of the Act that provides coverage equivalent to
minimum essential coverage requirements

Upon enrollment during the period between the initial outreach notice and implementation of the
community engagement requirement

At application, renewal, or when eligibility is redetermined based on a change in circumstances

When the state elects the short-term hardship exception under § 435.555(a)

When a short-term hardship exception related to an event described in § 435.555(d)(2) becomes
available or the state effectuates the short-term hardship event described in § 435.555(d)(3)

The information contained in this document is provided for
informational purposes only and should not be construed as
legal advice. Interpretation and assumptions are based upon
currently available information and are subject to change.
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e When the state reduces a beneficiary's eligibility and sends advance notice regarding:
o The state's deselection of the short-term hardship exception

o The anticipated expiration of a short-term hardship event or a beneficiary losing specified
excluded individual status.

e Uponrequest by CMS if state-reported monitoring data or other information indicate a need for
increased outreach or a potential compliance issue

Outreach notices must include information on:

e Compliance with the community engagement requirement under section 1902(xx) of the Act

e Exceptions to the requirement under § 435.553, including short-term hardship exceptions under §
435.555 if elected by the State

e Whois considered an applicable individual under § 435.551, including exclusions under § 435.554

e The number of months an applicable individual must demonstrate community engagement at
renewal under § 435.556(a)(2)(i)

e How often the state will verify compliance between renewals if the state elects more frequent
verifications under § 435.556(a)(2)(ii)

e The impact of noncompliance on Medicaid eligibility and eligibility for advance payments of the
premium tax credit (APTC) and premium tax credit (PTC) through a Health Insurance Exchange

e Requirements for reporting changes that could affect an individual's eligibility for an exception,
short-term hardship exception, or excluded individual status.

Notices must be provided by regular mail or, if elected by the individual, electronically, and through one or
more additional methods such as an electronic account, telephone, text message, or other commonly
available electronic means. States may provide outreach notices with eligibility determination notices or
other agency communications and may use MCOs, PIHPs, PAHPs, primary care case managers (PCCMs), and
PCCM entities to provide outreach.

The information contained in this document is provided for
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§ 435.562 Requirements For States to submit data For monitoring community engagement

Each State that implements community engagement requirements must submit data to CMS to monitor
enrollment, retention, and eligibility processes. The data must be timely, complete, and of sufficient quality.
The States must submit data for the following categories for individuals who apply for and are receiving
medical assistance:

e Enrollment totals of individuals receiving medical assistance.

e Application and renewal processing and timeliness, including information about pending applications
and renewals that exceed timeliness standards, if relevant.

e Outcomes of determinations and redeterminations of eligibility.

e Population counts of individuals subject to and their compliance with §§ 435.550 through 435.563,
including their manner of compliance.

e Any other data specified by CMS to monitor State implementation of §§ 435.550 through 435.563.

States may be subject to corrective action, additional data collection, or a requirement to send additional
outreach notices under § 435.561(b)(3)(v), when:

e Reported data are not timely, complete, or of sufficient quality; or

e Reported data or other available information indicate a failure to comply substantially with § §
435.550 through 435.562, or determination and/or redetermination outcomes indicate a need for
increased outreach.

§ 435.563 Prohibition of waivers of the community engagement requirement

CMS states that it will not approve a section 1115 demonstration project that waives, in whole or in part, the
community engagement requirements. A State that implements community engagement requirements
through an 1115 waiver must ensure compliance with each of the requirements in section 1902(xx) of the
Act.

§ 435.907 Application

Reverts some regulatory text for this section to the language as it existed prior to the 2024 Eligibility and
Enrollment final rule. Establishes that the section will sunset on October 1, 2034, and provides that CMS will
undertake rulemaking to update this section prior to that date.
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§ 435.911 Determination of eligibility.

Reverts some regulatory text for this section to the language as it existed prior to the 2024 Eligibility and
Enrollment final rule. Establishes that the section will sunset on October 1, 2034, and provides that CMS will
undertake rulemaking to update this section prior to that date.

§ 435.912 Timely determination of eligibility

Reverts some regulatory text for this section to the language as it existed prior to the 2024 Eligibility and
Enrollment final rule. Establishes that the section will sunset on October 1, 2034, and provides that CMS will
undertake rulemaking to update this section prior to that date.

§ 435.916 Periodic renewal of Medicaid eligibility

Reverts some regulatory text for this section to the language as it existed prior to the 2024 Eligibility and
Enrollment final rule. Establishes that the section will sunset on October 1, 2034, and provides that CMS will
undertake rulemaking to update this section prior to that date.

§435.919

Section removed.

§ 435.945

Changes phrasing from “provisions set forth in §§ 435.940 through 435.956 of this subpart” to “provisions
set forth in § 435.557 and §§ 435.940 through 435.956.”

§ 438.58 Conflict of interest safeguards

Adds provision to prohibit states from using an MCO, PIHP, PAHP, or other contractor to determine a
beneficiary’s compliance with community engagement requirements unless that entity is not responsible for
providing or arranging covered services for such a beneficiary.

§ 457.340 Application For and enrollment in CHIP.

Reverts some regulatory text for this section to the language as it existed prior to the 2024 Eligibility and
Enrollment final rule. Establishes that the section will sunset on October 1, 2034, and provides that CMS will
undertake rulemaking to update this section prior to that date.

The information contained in this document is provided for
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§457.344

Section removed to conform with revisions to restore the previous version of the CFR for §§ 435.912 and
435.916 and the removal of § 435.919.

§ 457.960 Reporting changes in eligibility and redetermining eligibility.

Reverts some regulatory text for this section to the language as it existed prior to the 2024 Eligibility and
Enrollment final rule. Establishes that the section will sunset on October 1, 2034, and provides that CMS will
undertake rulemaking to update this section prior to that date.

§ 600.320 Determination of eligibility for and enrollment in a standard health plan.

Clarifies that the terms in section 435.912 of this chapter, regarding timely determination of eligibility,
exclusive of § 435.912(e)(3), apply equally to BHP applications, except that standards for transferring
electronic accounts to other insurance affordability programs are pursuant to § 457.350 and the standards
for receiving applications from other insurance affordability programs are pursuant to § 457.348.
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