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Medicaid Cuts, Margin Ris
And The Big Beautiful Bill:

Prepare for Medicaid cuts before Q1

The first quarter of 2026 is coming in fast and
with a complicated mix of regulatory updates,
healthcare reimbursement shifts and tighter
margins—particularly for hospitals serving large
Medicaid populations.

The truth is Medicaid cuts and growing margin risk
won’t hit every hospital equally. In ACA expansion
states like California and New York, financial pres-
sure could be significant. For rural hospitals, where
margins are already paper-thin and public payers
make up a large share of the patient base, even
modest cuts can have an outsized impact.

Hospital CFOs can’t afford to wait until January’s
final rulemaking to see what the future holds. The
leaders who will be in the best position next year
are already putting in the work now—mapping
out financial risk, shoring up revenue cycle man-
agement and closing operational gaps before the
calendar turns.

This isn’t about hitting the panic button—it’s
about being precise and proactive. The earlier you
pinpoint your vulnerabilities—whether in prior
authorization, documentation accuracy or billing
bottlenecks—the more options you’ll have to adapt
and protect your organization when 2026 arrives.
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Bellinger Moody is chief compliance &
privacy officer at Coronis Health with nearly
30 years of experience in healthcare RCM,
privacy and regulatory compliance. He has
served as chief compliance & privacy officer
and CEO at Medac, Inc. and later as chief
compliance & privacy officer at MiraMed
Global Services overseeing domestic and
international operations. A seasoned leader
in compliance and privacy, Bellinger now
directs enterprise compliance strategy for
Coronis Health.

Medicaid cuts and margin risk: what
CFOs need to model now

Medicaid redeterminations are reshaping the
healthcare landscape inreal time. Enroliment
is falling, supplemental funding programs are
under scrutiny and healthcare reimbursement
rates—when adjusted for inflation—are
trending flat or negative. By Q12026 many
health systems will treat the same high-acuity
populations with fewer Medicaid dollars to
support thatcare.
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Most exposed hospitals: in exchange for greater predictability in how

claims are reimbursed.
Rural hospitals: thin margins, pub-

lic-heavy payer mix and higher What to expect:

burdens of chronic disease o o o
Shorter timelines for eligibility verification

ACA expansion states at critical

risk: Californiaand New York More frequent and targeted

enforcement audits
ACA expansion states with significant

risk: Washington and lllinois Expanded reporting requirements

across multiple departments
Actions for hospital CFOs to reduce margin risk:

Move to monthly Medicaid margin If the final rule is issued late in Q4,
modeling—quarterly is too slow hospitals may have only weeks, not
Build denial rate projections into revenue months, to comply.

cycle management forecasts

Leverage predictive analytics to Why hospital CFOs should care
anticipate coverage lapses tied to

Medicaid redeterminations Compliance lapses may be costlier in

states already strained by Medicaid fund-
2. BigBeautiful Billcompliance: what ing cuts. Missed eligibility windows,
changes for Medicaid incomplete documentation or slow inter-
nal communication could quickly escalate

The Big Beautiful Bill introduces stricter into stacked denials and revenue loss.

rules for eligibility confirmation, prior

authorization and billing documentation Hospital CFOs Must Act Now

for government-funded coverage. It brings

structure, predictability and stronger Audit denial codes tied to Medicaid for
compliance, but not new funding. prior authorization delays, eligibility

gaps or billing documentation errors

Automate documentation checks to
meet shorter turnaround times

Improve cross-department commu-
nication to reduce compliance risk

Hospitals that prepare now—by building
discipline into their eligibility, billing doc-
umentation and revenue cycle manage-
ment processes—will be better positioned
to absorb changes without disruption.

The trade-offis straightforward—more
structure in how claims must be submitted
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When Legislation Lights
Up the Fault Lines

This legislation, now law, introduces
sweeping changes to Medicaid: work and
community engagement requirements,
more frequent eligibility redeterminations,
tightened documentation standards,
new cost-sharing, slashed retroactive
coverage and more stringent verification
processes. It doesn’t inject new funding
or streamline operations. Instead, it
layers administrative weight on systems
that may already be fractured.

Think of the law as a diagnostic litmus

test. If your workflows, coordination and

IT systems are solid, the bill’'s mechanics
may run smoothly. Butif your team s

relying on manual handoffs, fragmented
communication or legacy systems, the

bill doesn’t patch those gaps—it shines a
bright spotlight on them. It doesn’t cure the
disease—it shows you where it’s spreading.

The real payoff comes when organizations
use thatillumination to bolster processes,

convert compliance into clarity and reinforce

margin resilience—not just meet new
rules, but make them easier to navigate.

Can the Big Beautiful Bill
reduce margin risk?

In the right environment, yes, but only for
organizations prepared to meet the bill’s
demands head-on.

Preparing for compliance success

Hospitals with real-time eligibility verifi-
cation, automated prior authorization and
integrated revenue cycle management
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workflows are positioned to gain the most.
The Big Beautiful Bill could result in fewer
denials, faster reimbursement and stron-
ger data to support payer disputes.

Take a simple example: if your system can
flag a missing Medicaid authorization code
before a claim ever leaves the door, you're
not just preventing a denial—you’re circum-
venting the cost of rework, the drag on cash
flow and the hit to your clean claim rate.

Hospitals relying on manual pro-
cesses or siloed departments may see
Medicaid cuts exacerbate margin risk.

The Big Beautiful Bill won’t fix
inefficiencies—it’s going to highlight
them. Loudly.

Revenue integrity for Medicaid
dependent services

Maintaining revenue cycle management
integrity isn’t simply about chasing down lost
dollars after the fact. It starts well before a
claimis submitted with processes designed
to preventdenialsin the first place.

Hospital CFOs should focus on core actions
that drive this proactive approach: automating
eligibility checks before services are provided,
strengthening prior authorization escalation
protocols, ensuring clinical documentation
aligns with medical necessity requirements and
flagging high-risk claims before submission.

The stakes are higher in rural hospitals. With
operating margins often hovering around
3.1%, a single large batch of denied claims
can erase an entire month’s profitability.

That’s why metrics like eligibility verification
rates, authorization conversion timeframes



and the number of claims on hold for docu-
mentation need to be tracked weekly—and
made visible at the CFO level—not buried in
mid-management reports; they are the early
warning signals that allow leadership to act
before smallissues become financial setbacks.

Coding compliance for margin stability

Next year, hospitals should anticipate
heightened Medicaid auditing activity,
particularly around unsupported codes,
incomplete billing documentation and missing

social determinants of health (SDOH) elements.

For CFOs the focus must be on proactive over-
sight. That means funding regular audits that
link denial trends directly to coding errors,
establishing strong collaboration between
clinical documentation improvement (CDI)
teams and coding staff for concurrent reviews
and providing targeted training in high-

risk service lines to reduce margin risk.

Outpatient surgical growth cannot be over-
looked in this planning. Medicare-certified
ambulatory surgery centers (ASCs) have
grown from roughly 5,700 in 2018 to ~6,400
in2024. That expansion translates into more
surgical volume, more coding complexity and
more Medicaid touchpoints—highlighting
the importance of proactive compliance.
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Prepared organizations will view this as
a signal to tighten controls, reinforce
documentation practices and ensure
high-volume, high-risk areas are fully
supported before audits start to hit.

Integrated RCM workflows improve
Medicaid margins

When billing, coding, clinical and
authorization teams operate in silos,
claims slow down and errors multiply.

The hospitals best positioned to with-
stand regulatory and payer pressures
are those that integrate these functions
into a single, cohesive workflow.

This means integrating platforms that bring eli-
gibility, prior authorization tracking, billing doc-
umentation and claims management together,
eliminating manual handoffs and leveraging
configurable revenue cycle management
partnerships that can optimize existing pro-
cesses from within and reduce margin risk.

For rural hospitalsin particular, FTE-led ser-
vice models offer efficiency gains without
requiring expensive technology overhauls.
Aligning resources to match the reality of
tight budgets can drive measurable improve-
mentsin cash flow and margin performance.

Q12026: margin risk
under the microscope

The first quarter of 2026 will not just be
about financial results—it will be a test of
operational readiness. Payers and regulators
alike will be watching hospitals closely

for transparency compliance, reporting
accuracy and responsiveness to audits.



To prepare hospitals should run financial Engage clinical leadership before the year

models against multiple potential rule scenar- ends to close gapsin billing documentation
ios, test Medicaid-dependent service lines for training, align clinical and finance teamson
reimbursement sensitivity and build in cash denial prevention goals and coordinate care
flow buffers for possible delays in supple- documentation with billing needs. When clin-
mental payments. Waiting until Q1to react ical teams and revenue cycle teams operate
will leave little room for course correction. in parallel rather than in silos, the organization

strengthens both compliance and cash flow.
8. ShiftresourcesinQ4to

mitigate Medicaid cuts 10. Track state Medicaid changes weekly
Proactive hospital CFOs are rethinking Every state’s Medicaid program is different,
where staff and technology are focused. and even minor administrative adjustments
That means shifting denial management can have major budgetimplicationsin

teams from rework to prevention, investing high-risk states like California and New

in real-time eligibility and prior authorization York. Hospitals need a dedicated owner

tools, tracking clean claim rates by payer responsible for monitoring eligibility and

and service line weekly and running staffing redetermination changes, documentation and
simulations against new billing timelines. prior authorization rules and disproportionate
Proper alignment reduces margin risk and share hospital (DSH) payment schedules.

protects revenue cycle managementintegrity.

This isn’t about adding more
people—it’'s about aligning existing

resources and technology to the
points of highest financial risk.

When staff and tools are deployed strate-
gically, hospitals can prevent denials before

they happen and protect margin integrity. Weekly tracking allows leadership to iden-

tify trends early, adjust forecasts and avoid
9. Engaging clinical leaders to improve surprise denials or payment delays. Inan
compliance and margins environment where Medicaid funding is

. o . already tightening, vigilance is critical.
Documentation quality is both a clinical

and operational issue, not just arevenue
cycle management problem. Hospital
CFOs who wait to involve CMOs, CNOs
and case management leadersrisk seeing
revenue lag behind care delivery.
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11. Final word: prepare early for Medicaid
cuts and margin risk

Q12026 will challenge every budget
assumption hospitals have made. Thisis not
a political debate—it’s an operational reality.

Practical stepsinclude embedding revenue
integrity across all teams, tightening every
link in the revenue cycle, investing in auto-
mation and integration, engaging leadership
across finance, clinical and compliance and
building flexibility into staffing and workflows.
By addressing Medicaid cuts, margin risk

and the Big Beautiful Bill proactively, hospital
CFOs can help protect financial stability and
operational performance in the new year.

Start now. Not because therules are
final, but because readinessis the
only strategy that works—no matter
what may change in January.

Learn how we help hospitals stay ahead of the next challenge.

HOSPITAL RCM SERVICES

“ coronishealth.com/hospital
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