
 
 

 1 

July 15, 2026 

Mehmet Oz, MD 
Administrator 
Centers for Medicare & Medicaid Services 
Department of Health and Human Services 
Baltimore, MD 21244 

RE: Medicaid Program; Medicaid Managed Care State Directed Payments and Medicaid Fee-for-Service 
Targeted Medicaid Practitioner Payments Proposed Rule 

Dear Administrator Oz: 

The American College of Physicians (ACP) is pleased to submit comments on the proposed rule, “Medicaid 
Program; Medicaid Managed Care State Directed Payments and Medicaid Fee-for-Service Targeted 
Medicaid Practitioner Payments.” ACP is the largest medical specialty organization and the second-largest 
physician membership organization in the United States, representing 163,000 internal medicine 
physicians, related subspecialists, and medical students. Internal medicine physicians apply scientific 
knowledge and clinical expertise to the diagnosis, treatment, and compassionate care of adults across the 
spectrum of health and disease. 

ACP is concerned that several provisions of this proposed rule could restrict access to primary care and 
limit states’ ability to direct health care resources to areas of greatest need. In particular, the proposed 
expansion of the payment limits established under Section 71116 of the Working Families Tax Cut (WFTC) 
legislation would apply those limits to all State Directed Payments (SDPs) for all services in all states, the 
District of Columbia, and territories.1 This expansion would extend beyond the SDP categories specifically 
identified in the WFTC, such as inpatient hospital services, outpatient hospital services, nursing facility 
services, and qualified practitioner services at academic medical centers, to encompass SDPs supporting 
primary care, behavioral health, rural health, and other critical services.  

This proposal raises significant concerns because SDPs have frequently been used to strengthen payment 
rates in areas where Medicaid reimbursement has historically lagged behind that of other payers.2 To 
illustrate this, average Medicaid reimbursement rates for primary care services are approximately 66 
percent of that of Medicare.3 ACP recognizes CMS’s interest in promoting program integrity and ensuring 

 
1 Centers of Medicare & Medicaid Services. Fact Sheets: Medicaid Managed Care State Directed Payments and Medicaid Fee-
For-Service Targeted Medicaid Practitioner Payments Proposed Rule (CMS-2449-P). Accessed at https://www.cms.gov/
newsroom/fact-sheets/medicaid-managed-care-state-directed-payments-medicaid-fee-service-targeted-medicaid-practitioner 
on 11 June 2026. 
2 Families USA. Medicaid State Directed Payment for Primary Care and Behavioral Health Providers: Opportunities that Remain 
and Challenges Ahead. Accessed at https://www.familiesusa.org/resources/medicaid-state-directed-payment-for-primary-care-
and-behavioral-health-providers-opportunities-that-remain-and-challenges-ahead/ on 11 June 2026.  
3 KFF. Medicaid-to-Medicare Fee Index. Accessed at https://www.kff.org/medicaid/state-indicator/medicaid-to-medicare-fee-
index/?currentTimeframe=0&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D on 25 June 2026.  
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that Medicaid payments are used efficiently. However, these objectives should be balanced against the 
need to maintain beneficiary access to care, particularly in primary care and other underserved areas. 
Payment rates are among the strongest predictors of clinician participation in Medicaid and, as a result, 
beneficiary access to care. This concern is particularly troubling for primary care because Medicaid 
beneficiaries currently experience difficulties obtaining timely access to care and payment policies that 
reduce physician participation risk worsening existing shortages and access disparities. As MACPAC 
concluded in 2019:    

“Medicaid expansion and managed care penetration were not associated with physicians’ decisions to 
accept new Medicaid patients; the only policy lever that was associated with Medicaid acceptance was 
Medicaid fees.”4 

By extending WFTC payment limits to SDPs that support primary care and other under-resourced physician 
services, CMS risks undermining an important mechanism that states use to improve physician 
participation and maintain access to care for Medicaid beneficiaries.  

ACP therefore urges CMS to reconsider this expansive application of the WFTC and instead implement 
the statute in a manner consistent with the categories specifically identified by Congress, while 
preserving states’ flexibility to address workforce shortages, strengthen primary care access, encourage 
value-based care, and respond to other access challenges.   

Uniform Increase SDPs 

ACP is also concerned by CMS’s proposal to eliminate uniform increase SDPs as a permissible type of SDP.1 
From January 1, 2020, through December 31, 2025, approximately 52 percent of the 101 SDP preprints for 
primary care approved by CMS relied upon a uniform increase methodology.5 In other words, the majority 
of primary care SDPs approved by CMS during this time period implemented a uniform increase approach 
to enhance reimbursements for primary care. Given that these arrangements generally produce rates well 
below those of Medicare, there appears to be little evidence that uniform increase SDPs for primary care 
elicit the same fiscal concerns that prompted the decision by CMS to introduce this proposal originally.2 
To the contrary, the available evidence suggests that these arrangements have largely served to address 
longstanding underpayments in Medicaid and improve Medicaid beneficiaries’ access to care by 
strengthening clinician networks. ACP therefore recommends that CMS retain uniform increase SDPs 
when states can demonstrate that such arrangements are being used to strengthen clinician 
participation, improve network adequacy, or advance access-to-care objectives. 

 
4 Medicaid and CHIP Payment and Access Commission. Physician Acceptance of New Medicaid Patients. Accessed at https://
www.macpac.gov/wp-content/uploads/2019/01/Physician-Acceptance-of-New-Medicaid-Patients.pdf on 11 June 2026.  
5 Centers for Medicare & Medicaid Services. Approved State Directed Payment Preprints. Accessed at https://
www.medicaid.gov/medicaid/managed-care/guidance/state-directed-payments/approved-state-directed-payment-preprints?
q=uniform&filter%5Bfield_provider_class%5D%5Bin%5D%5B%5D=8231&filter%5Bfield_approval_date%5D%5Bgte%5D=01%2F0
1%2F2020&filter%5Bfield_approval_date%5D%5Blte%5D=12%2F31%2F2025&filter%5Bfield_state_rating_period%5D%5Bgte%5
D=&filter%5Bfield_state_rating_period_2%5D%5Blte%5D=&limit=100&sort=field_approval_date%3Adesc on 11 June 2026.  
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Targeted Medicaid Payments in FFS 

Similar to CMS’s proposal to expand the statutory payment limits for SDPs to all services in all states, the 
District of Columbia, and territories, ACP is concerned by CMS’s proposal to establish an upper payment 
limit for Medicaid supplemental payments equal to 100 percent of the total Medicare amount (expansion 
state) or 110 percent of the total Medicare amount (non-expansion state) for all payments for services not 
subject to the existing limit.1 Medicaid supplemental payments have historically been used to strengthen 
access to care by improving clinician participation, supporting recruitment and retention of clinicians to 
underserved areas with persistent workforce shortages and access challenges, and facilitating targeted 
investments in essential health care services such as primary care, behavioral health, maternal health, and 
rural health.6  

CMS’s proposed payment ceiling is therefore particularly concerning, because Medicare payment rates do 
not necessarily reflect the “full costs” of caring for Medicaid beneficiaries. While Medicare rates provide 
an administratively convenient benchmark, they were not designed to account for the unique challenges 
of Medicaid participation, including caring for a population with complex care needs, higher levels of social 
complexity among patients, administrative burden and utilization management demands, and 
uncompensated care. For example, approximately 24 percent of claims initially submitted to Medicaid 
have at least one service denied for initial payment meaning that one or more line items within the claim 
are denied for initial payment, compared to 6.7 percent for claims initially submitted to Medicare and 4.1 
percent for claims initially submitted to commercial insurers.7 These administrative hurdles impose real 
costs on physician practices, and serving Medicaid beneficiaries often requires additional practice 
resources and administrative support beyond those needed for Medicare or commercially insured 
patients. As a result, the full cost of caring for Medicaid beneficiaries is often not completely reflected in 
Medicare’s payment methodology. CMS estimates that “providers would lose revenue” because of the 
proposed rule and acknowledges substantial uncertainty regarding the effects of payment changes on 
physicians and other health care clinicians.  An abrupt, unwarranted reimbursement cut would be 
devastating for many safety-net physicians already struggling to maintain financially solvent practices. 

ACP therefore urges CMS to either withdraw this proposal or establish a process by which states may 
demonstrate a need for higher targeted payments when necessary to address documented workforce 
shortages, network inadequacies, geographic access challenges, or other access barriers.  

An Alternative Approach 

In its proposed rule, CMS explains that by expanding the scope of SDP payment limits to apply to more 
services and more jurisdictions than what was originally expressed by the WFTC, this would dismantle the 
incentive for cost-shifting by hospitals and other health care organizations to consolidate with one another 
and shift services to settings where SDP payment limits for certain services do not apply. However, this 

 
6 Mitchell A. Medicaid Supplemental Payments. Congressional Research Service. Accessed at https://www.congress.gov/crs-
product/R45432 on 12 June 2026.  
7 Dunn A, Gottlieb JD, Shapiro A, et al. A Denial a Day Keeps the Doctor Away. The Quarterly Journal of Economics. 
2023;139(1):187-233. doi:https://doi.org/10.3386/w29010. 
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ignores the realities of what deficiencies existing payment limits for SDPs are meant to address. By applying 
the Medicare benchmark to all SDPs for all services in all states, this risks underfunding services and 
practices that require higher reimbursement rates relative to the level of the average commercial rate. 
Instead, it appears that the real issue here is anticompetitive behavior of large hospitals and health systems 
that attempt to acquire and merge with local competitors to maneuver around payment limits set for vital 
services such as primary care, behavioral health, maternal health, and rural health.  

States have in recent years enacted more robust antitrust laws that provide a stronger level of scrutiny 
against practices that game the system in favor of one health care actor over another. Whether it’s 
lowering the reporting threshold for organizational transactions or prohibiting certain types of businesses 
(e.g., PBMs) from owning others (e.g., pharmacies) these policies disincentivize behavior that would not 
benefit the overall system such as raising prices, gaming the system in favor of one competitor over 
another, lowering innovation, or any other form of unvalued anticompetitive behavior. This approach 
works better to mitigate specific types of unwanted practices while preserving other practices that 
improve specific types of valued services (e.g., strong access to primary care for Medicaid beneficiaries).  

ACP therefore urges CMS to reconsider this proposal and introduce new approaches that target the 
specific types of unwanted behavior that prompt fiscal and program integrity concerns, and maintain 
existing tools that improve access, quality, and affordability of care for Medicaid beneficiaries.       

Thank you for taking the time to read and consider this feedback. If you have any questions or comments 
about the content of this letter, please contact Emmanuel Segura, Sr. Analyst, Regulatory Affairs, at 
eseguraruiz@acponline.org.  

Sincerely, 

 
Jan K. Carney, MD, MPH, MACP, FRCP 

President, American College of Physicians 

 

 

 

  


