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OBBBA and its healthcare impact at a glance

Healthcare leaders should anticipate coverage losses and payment cuts

The One Big Beautiful Bill Act (OBBBA), signed into law on July 4, 2025, includes
over $1 trillion in cuts to federal healthcare programs. The law includes sweeping
cuts across Medicaid, ACA Marketplace, and Medicare (through statutory trigger of
sequestration due to deficit increases). Most of the financial impacts will likely come
in the form of reimbursement cuts and reductions in enrollment through a variety of
administrative restrictions and beneficiary affordability reductions.

Major OBBBA healthcare policies
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Marketplace tax credit
restrictions and Medicaid cost
sharing

- reduce affordability

Medicaid work requirements
= increase admin burden

Medicaid and Marketplace enrollment
restrictions and eligibility verification
barriers

= increase admin burden

State Medicaid
financing restrictions
- reduce federal funding to states

Medicare sequestration trigger
- reduces federal spending

4.5T
OBBBA $
deficit
impacts'
July 21
CBO
estimates
-$2.1T
Net Spending
tax cuts cuts

1. Projected 10-year (2025-2034) impacts.
2. Summation of estimated Medicare sequestration impacts

Source: H.R.1. 119th Congress. July 3, 2025; CBO.
Title Il of H. Con. Res. 14, Relative to CBO'’s January 2025 Baseline. July 21, 2025; CBO. Estimated Effects on the Number of Uninsured

Potential impacts’

1 1 4 . 2M July 21 estimates

Spending
increases

Projected increase in uninsured
people (includes sunset subsidies)

Potential consequences:

A Uncompensated care

A Exacerbated health conditions
V Elective volumes

V¥ Health plan enroliment

$9 1 OB July 21 estimates

Estimated direct reimbursement
reduction (includes sequestration cuts)?

$3.4T7 Estimated attributable

to economic effects and
interest rate increases

[l Healthcare
impacts
[l Other
i it
Total deficit HlpEEs
change

Estimated Budgetary Effects of Public Law 119-21, to Provide for Reconciliation Pursuant to

and major Medicaid state financing restrictions provisions People in 2034 Resulting From Policies Incorporated Within CBO's Baseline Projections and H.R. 1, the One Big Beautiful Bill Act. June 4,

(state-directed payments, MCO taxes, and provider taxes).
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2025; CBO. E&C Reconciliation Recommendations. May 11, 2025; CBO. Dynamic Estimate: H.R. 1. One Big Beautiful Bill Act. June 18, 2025.
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https://www.cbo.gov/system/files/2025-06/hr0001-dynamic-estimate.pdf
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Reference sheet: Key OBBBA changes

Notable healthcare provisions in the One Big Beautiful Bill Act (OBBBA)

Medicaid

» Implements Medicaid work requirements for adults
ages 19 to 64 who don't have disabilities or
dependents, with beneficiaries having to document
at least 80 hours a month of work or other qualifying
activities

* Requires eligibility redeterminations every six
months for adults who are covered under ACA
Medicaid expansions

- Mandates cost-sharing up to $35 per service for
Medicaid expansion enrollees who have incomes
above the federal poverty level

» Bans Medicaid payments for healthcare provided to
most lawfully present migrants, as well as
emergency health services provided to most
migrants in Medicaid expansion states

» Prohibits healthcare providers from offering abortion
services while receiving Medicaid payments

» Bans new state provider taxes and reduces existing
taxes from 6% of a provider's net patient revenue to
3.5% over several years

» Requires states to conduct quarterly checks using
the Death Master File to ensure that Medicaid
enrollees are not deceased and must disenroll them
if confirmed

Medicare

» Triggers Medicare cuts from the Statutory Pay-As-
You-Go Act of 2010

* Increases Medicare physician reimbursements by
2.5% in 2026

« Allows $16 billion in cuts to Medicare
disproportionate share hospital payments for three
years (rather than deferring as previously done)

» Blocks a rule that eased eligibility in Medicare
Savings Programs for people enrolled in both
Medicare and Medicaid

 Restricts most immigrants, including those who
have received asylum, from receiving Medicare
benefits

* Requires states to ensure that deceased individuals
are not receiving Medicare benefits

» Modifies the Inflation Reduction Act's Medicare Drug
Price Negotiation Program by broadening the
exemption for orphan drugs, ensuring that more
drugs designated for rare diseases are excluded
from price negotiation if they meet certain criteria
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ACA Marketplace

Implements stricter eligibility and income verification
requirements for people who receive ACA exchange
subsidies as well as new checks for low-income
enrollees who have zero-premium plans

Ends eligibility for premium tax credits for special
enrollment periods

Ends ACA initiatives aimed at encouraging states to
expand Medicaid

Prohibits premium tax credits from being provided to
most migrants or enrollees whose status is in doubt

Notes that individuals who lose Medicaid coverage due
to noncompliance with work requirements are still
considered to have had minimum essential coverage
for tax purposes, which could affect their eligibility for
ACA subsidies

Ends auto-reenrollment and provisional enroliment for
ACA plans starting in 2028

Requires pre-verification of eligibility before receiving
advance premium tax credits (APTCs)

Disallows APTCs for individuals who enroll through the
monthly Special Enroliment Period for those with
incomes less than or equal to 150% of the federal
poverty level

Removes caps on recapture of excess APTCs for
individuals under 400% of the federal poverty level

Treats Bronze and Catastrophic level ACA plans as
high-deductible health plans starting in 2026

Other

Includes a rural health fund, which will provide rural
hospitals and community health centers with $50 billion
over five years

Establishes a new program under the Children's Health
Insurance Program to support rural hospitals and
providers with funds that can be used for care
coordination, telehealth, workforce development, and
alternative payment models (note: this program is
distinct from the rural health fund)

Expands eligibility for health savings accounts and
allows funds to be used to pay for direct primary care
arrangements

Places a moratorium on a Biden-era regulation that set
minimum staffing requirements for nursing homes

Permanently extends the safe harbor for high-
deductible health plans to cover telehealth services
pre-deductible

Source: H.R.1. 119th Congress. July 3, 2025; McDermott+. Summary of
Health-Related Provisions in the Final Reconciliation Package. July 7, 2025.
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OBBBA and its impact for hospitals at a glance

While some provisions of the One Big Beautiful Bill Act took effect immediately, many of the
biggest healthcare cuts will take effect over time. Several major changes to enroliment, eligibility,
and affordability will take effect in the next few years, while Medicaid payment cuts to states will
phase in over time starting in several years. As states begin to implement the policies over the
coming years, the impact to health system margins will compound — and intersect with other
executive branch actions.

Key policy milestones and impact on system operating margin’

Early 2025 2026 FY 2027

Potential start for 340B
reimbursement
rate modifications

Research grants Work requirement provision
canceled in effect for Medicaid;
potential start for Medicare

1%
0 1% -4% eligibility changes

L1

l 2024

End of 2025

Enhanced credits for ACA
Marketplace premiums expire;
changes to enrollment and
eligibility enforced

2027

Tariffs impact
supply chain,
assuming
3-year timeline

-12%
-14%
\ l ° -16% 18%

2028

Provider tax
limits and state-
directed
payment limits

Implementation of major OBBBA provisions over time

® Will occur absent active
intervention by Congress

s Jaoes foor Jaoes foors JasoJaostJouszJaossfaoss

® Biden-era @ 6-month re-verification standard

® Major provision in final @ Effectuated via final rule
version of OBBBA rather than codified in law

Medicaid rules
enroliment moratorium ® Able-bodied adults work reporting requirement
® Expansion beneficiary cost-sharing requirements
Medicaid ® MCO? tax requirements @ State-directed payment ceiling annual phase-in
state Expansion state provider tax threshold max
financing ©55% 5% ©45% 4% ©35% ©35% ©35%

® Premium adjustment benchmarking change

Marketplace

® Shortened open enrollment period
enrollment

® Require active eligibility re-verification
® End APTC? for income-based special enroliment period

Marketplace ® End enhanced APTCs

tax credits @ No limits for subsidy overpayment recapture
® Limits for lawful immigrant tax credit eligibility
oth Medicare sequestration
‘ 3_’ ®4%cut ®4%cut ®4%cut ®4%cut ®4%cut ®4%cut ®4%cut ®4%cut @ 4% cut
undin
chan gs Rural health fund disbursement
g 3108 ©$10B ©$10B ©3$10B  ® $10B
1. Estimated operating margin following each policy 2. Managed care organization. Source: Syntellis Market Insights; Advisory Board. Policy Scenario Impact Calculator. July 7, 2025; McDermott+. Summary of Health-Related

action for a median $1B-$2B net operatingrevenue 3. Advance premium tax credit. Provisions in the Final Reconciliation Package. July 3, 2025; CBO. Potential Statutory Pay-As-You-Go Effects of a Bill to Provide Reconciliation
system, by operating margin. Pursuant to H. Con. Res 14, the One Big Beautiful Bill Act. May 2025; CMS. 2025 Marketplace Integrity and Affordability Final Rule. June 20, 2025.
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Future financial impacts of enacted policies

Policy changes could reduce health system margins by 11 to 18 points

Healthcare leaders need to assess the impact of a range of different policies (and their severity)
on their organizations. Advisory Board’s data and analytics team has constructed a scenario
planning model to estimate the impact of different policy drivers on hospitals and health systems
of different sizes. We use data from Syntellis Market Insights to model the impact of scenarios on

median operating margin.

Estimated decrease in operating margin for median systems, 2028

Health system size, by net operating revenue

Medicaid

payer mix < $300M $300M to $1B $1B to $2B >$2B
'-‘7"9’ 11 pt 11 pt 11 pt -8 pt

Moderate

7% to 13% -13 pt -13 pt -12 pt -10 pt
e e -18 pt -18 pt 14 pt

Assumes a system with moderate Medicare payer mix (15-20%) and moderate research grant exposure.

Policy impacts

Scenario assumptions (7/9/25)

Medicaid cuts reduce volumes, reduce
reimbursement rates, increase uncompensated care

Medicare cuts reduce reimbursement rates
ACA cuts reduce volumes, increase uncompensated
care

Tariffs increase input costs

Grant funding cuts reduce research and support
services

Severe — work requirements, provider taxes restrictions,
state-directed payments restrictions, enrollment and
eligibility policies

Severe — 4% sequestration currently expected due to
deficits

Severe — premium tax credit restrictions, enrollment and
eligibility policies, premium payment policies

Mild — 10% baseline tariff with select additional tariffs;
other tariffs mostly delayed or threatened

Severe — major reductions in NIH and Department of
Education funding in effect

Estimate your organization’s margin impact: Policy scenario planning calculator

Impacts will vary by organization types and market contexts

@ Safety net, children’s, and rural providers
face most impacted payer mix

| e }
HE

@ Academic medical centers face research cuts

and high Medicaid mix

Regional health systems face spillover
volumes and heightened competition

&
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Site-neutral payments
Congress looking at for fall 2025;
CMS proposed expansion

OTHER POLICY
AREAS TO WATCH

@ Community health plans face
largest enrollment shifts

&

Blues and regional health plans face
pressures from providers for higher
commercial rates

(I

5

340B and drug pricing reform
Medicaid reductions could impact 340B designation;
further state and federal drug pricing activity expected

Source: Syntellis Market Insights; Advisory Board. Policy Scenario Impact Calculator. July 7, 2025; H.R.1. 119th Congress.
July 3, 2025; McDermott+. Summary of Health-Related Provisions in the Final Reconciliation Package. July 7, 2025.
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Industry operating conditions driven by policy

OBBBA is a landmark overhaul amid a broader set of transformations

Healthcare leaders have described the One Big Beautiful Bill Act as the single biggest legislative
disruption to the industry since the Balanced Budget Act of 1997 (BBA) — which at the time
projected $390 billion' in cuts to Medicare and Medicaid. While OBBBA is currently set to vastly
exceed that, it is only a part of the transformation happening across the healthcare policy
landscape today.

The second Trump administration has brought major changes across the federal government’s
direct healthcare funding and regulatory activities, and across the general business environment
more broadly. While many actions are still facing legal counteraction pending and potential
pushback from Congress, the immediate changes — and the industry’s reactions — will shape the
operating conditions for healthcare organizations for years to come.

(\ Funding restrictions
@ (research funding cuts, coverage erosion)

Industry Federal budget
funding (Medicaid, Medicare, and ACA funding cuts)

Cost drivers
(tariffs, immigration)

XX
oooj
Market regulation
. (antitrust, pricing, transparency, Medicare Advantage risk adjustment)
Business

environment
Economic outlook

(inflation, employment, interest rates, credit stability)

Q/ DOGE? & MAHA?
/% (layoffs, data redaction, program changes)

Health HHS operations
regulation (restructuring, core program functions, care guidelines)
1. Equivalent to roughly $780 billion in 2025 dollars. Reflects a 10-year budget period
2. Department of Government Efficiency.
3. Make America Healthy Again. Source: CBO. Budgetary Implications of the Balanced Budget Act of 1997. December 1997.
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How the industry 1s preparing for policy change

Leaders across the healthcare industry are focused on steering their organizations through the
financial strain and operational complexity ahead. Health systems must manage performance
improvement across many frontiers at once, health plans must balance competing government
and commercial pressures, and life sciences and technology firms must adapt to the spillover

effects of their industry partners under threat.

Key priorities to prepare for policy changes, by healthcare sector

—
+ =
Hospitals and
| health systems
Capital and

XX
Q0)

scenario planning

* Reuvisit strategic planning and impact analyses

» Rationalize services and infrastructure footprint
* Acquire hospitals and freestanding infrastructure
» Coordinate on rural and safety net support

Related resources
Scenario planning workshop guide

Service rationalization toolkit

/ Cost containment
/‘) and efficiency

» Improve clinical operational efficiency
» Optimize supplies management and contracting
» Leverage tech for efficiency improvement

Related resources
20 ways health systems can control costs

Finance leader's resource guide

@ Health
plans

Revenue loss
$ mitigation strategy
 Improve revenue cycle performance
« Attract commercial volume growth
» Target service line growth investments
* Pursue VBC and alternative growth sources

Related resources
3 steps to prevent prior authorization denials

The insider's guide to value-based care

0oOgo Workforce and
Y] access management

* Manage workforce capacity and retention
» Address access and preventive care gaps
» Leverage scale and partnerships

Related resources
The manager's guide to leading disruptive change

Redesigning the care team holistically

Ui E Life sciences and
technology firms

* Minimize public insurance enroliment losses
in partnership with state agencies

» Determine preventive coverage policies

* Negotiate commercial network rates that
balance affordability and sustainability

© 2025 Advisory Board « All rights reserved « advisory.com

» Understand how policy impacts health
system strategic planning

« Identify flexibilities for provider contracting
to support cost reduction efforts

» Reassess portfolio and sales strategies
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Advisory Board can help you...

@

Jo

UNDERSTAND the essentials of major policy shifts unfolding

Curated summary information to help your team digest the biggest
changes and stay updated about unfolding developments.

SUMMARY READY-TO-USE SLIDES RESOURCE PAGE
OBBBA and its Basics of the unfolding Healthcare policy

impact on healthcare policy landscape updates timeline

Advance copy available Advance copy available Featuring relevant Daily Briefing

and Radio Advisory excerpts

Bring our experts to your organization to scope your response to policy changes.

ESTIMATE the impact of regulatory changes on the health system business

Guidance and modeling tools to help you evaluate the potential business ramifications
of provisions in OBBBA and other possible regulatory changes ahead.

EXPERT INSIGHT TOOL DATA SNAPSHOT
How policy changes will Policy scenario Future financial impacts
impact your bottom line planning calculator of enacted policies

Advance copy available

ANTICIPATE how peers are grappling with the evolving policy forces

Candid perspectives from leaders at healthcare organizations across the nation about
their challenges and priorities, and future opportunities to engage with peers.

SUMMARY BRIEFING EVENT
The federal policy issues Executive perspectives on Peer executive
keeping healthcare the strategic priorities ahead discussion workshops

leaders up at night

Advance copy available Contact ask@advisory.com

EXECUTE on strategic initiatives that are essential to sustain the business

Case study examples, strategic guidance, and prioritization resources to assist with growth
planning, operational efficiency, workforce management, service line strategy, and more.

Best practices, strategic research, and Optum Advisory consulting support for:

 Strategic planning * Revenue cycle integrity » Care variation reduction
» Service rationalization » Workforce engagement  Patient throughput
» Supply chain optimization < Care team redesign * |T and automation optimization

See our latest resources at advisory.com/healthcare-policy-updates

© 2025 Advisory Board « All rights reserved « advisory.com pge. 8


https://www.advisory.com/
http://www.advisory.com/healthcare-policy-updates
https://www.advisory.com/topics/policy-and-payment/federal-policy-issues
https://www.advisory.com/topics/policy-and-payment/federal-policy-issues
https://www.advisory.com/topics/policy-and-payment/federal-policy-issues
mailto:ask@advisory.com
https://www.advisory.com/topics/policy-and-payment/financially-resilient
https://www.advisory.com/topics/policy-and-payment/financially-resilient
https://www.advisory.com/policy-scenario-planner
https://www.advisory.com/policy-scenario-planner
https://www.advisory.com/topics/policy-and-payment/healthcare-policy-timeline
https://www.advisory.com/topics/policy-and-payment/healthcare-policy-timeline
https://www.advisory.com/company/products/expert-support

\\ Advisory
Board

655 New York Avenue NW, Washington DC 20001 | advisory.com

LEGAL CAVEAT

Advisory Board has made efforts to verify the accuracy of the
information it provides to members. This report relies on data
obtained from many sources, however, and Advisory Board
cannot guarantee the accuracy of the information provided or
any analysis based thereon. In addition, Advisory Board is
not in the business of giving legal, medical, accounting, or
other professional advice, and its reports should not be
construed as professional advice. In particular, members
should not rely on any legal commentary in this report as a
basis for action, or assume that any tactics described herein
would be permitted by applicable law or appropriate for a
given member's situation. Members are advised to consult
with appropriate professionals concerning legal, medical, tax,
or accounting issues, before implementing any of these
tactics. Neither Advisory Board nor its officers, directors,
trustees, employees, and agents shall be liable for any
claims, liabilities, or expenses relating to (a) any errors or
omissions in this report, whether caused by Advisory Board
or any of its employees or agents, or sources or other third
parties, (b) any recommendation or graded ranking by
Advisory Board, or (c) failure of member and its employees
and agents to abide by the terms set forth herein.

Advisory Board and the “A” logo are registered trademarks
of The Advisory Board Company in the United States and
other countries. Members are not permitted to use these
trademarks, or any other trademark, product name, service
name, trade name, and logo of Advisory Board without prior
written consent of Advisory Board. All other trademarks,
product names, service names, trade names, and logos
used within these pages are the property of their respective
holders. Use of other company trademarks, product names,
service names, trade names, and logos or images of the
same does not necessarily constitute (a) an endorsement
by such company of Advisory Board and its products and
services, or (b) an endorsement of the company or its
products or services by Advisory Board. Advisory Board is
not affiliated with any such company.
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IMPORTANT: Please read the following.

Advisory Board has prepared this report for the exclusive use of its
members. Each member acknowledges and agrees that this report
and the information contained herein (collectively, the “Report”) are
confidential and proprietary to Advisory Board. By accepting delivery of

this Report, each member agrees to abide by the terms as stated herein,

including the following:

il

Advisory Board owns all right, title, and interest in and to this Report.
Except as stated herein, no right, license, permission, or interest of
any kind in this Report is intended to be given, transferred to, or
acquired by a member. Each member is authorized to use this
Report only to the extent expressly authorized herein.

Each member shall not sell, license, republish, or post online or
otherwise this Report, in part or in whole. Each member shall not
disseminate or permit the use of, and shall take reasonable
precautions to prevent such dissemination or use of, this Report by
(a) any of its employees and agents (except as stated below), or (b)
any third party.

Each member may make this Report available solely to those of its
employees and agents who (a) are registered for the workshop or
membership program of which this Report is a part, (b) require access
to this Report in order to learn from the information described herein,
and (c) agree not to disclose this Report to other employees or agents
or any third party. Each member shall use, and shall ensure that its
employees and agents use, this Report for its internal use only. Each
member may make a limited number of copies, solely as adequate for
use by its employees and agents in accordance with the terms herein.

Each member shall not remove from this Report any confidential
markings, copyright notices, and/or other similar indicia herein.

Each member is responsible for any breach of its obligations as
stated herein by any of its employees or agents.

If a member is unwilling to abide by any of the foregoing obligations,
then such member shall promptly return this Report and all copies
thereof to Advisory Board.
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