Fiscal Note 2025-2026 Legislative Session

SF4933 - 1CE - MA Mental Health Services Reimbursement Rates Mod.

Chief Author: Melissa Wiklund -
Commitee: Health And Human Services State Fiscal Impact Yes | No
Date Completed:  4/21/2026 19:44:38 AM Expenditures
Agency: Human Services Dept X
Fee/Departmental
Earnings X
Tax Revenue X
Information Technology X
Local Fiscal Impact X
This table shows direct impact to state government only. Local government impact, if any, is discussed in the narrative.
Reductions shown in the parentheses.
State Cost (Savings) Biennium Biennium
Dollars in Thousands FY2025 FY2026 FY2027 FY2028 FY2029
General Fund - 34 5,792 14,459 15,771
Health Care Access - - 18 44 45
Total - 34 5,810 14,503 15,816
Biennial Total 5,844 30,319

Full Time Equivalent Positions (FTE) Biennium Biennium

FY2025 FY2026 FY2027 FY2028 FY2029
General Fund - - - -

Health Care Access - - - - -

Total - - - - -

LBO Analyst's Comment

| have reviewed this fiscal note for reasonableness of content and consistency with the LBO's Uniform Standards and
Procedures.

LBO Signature: Kate Schiller Date:  4/21/2026 10:44:37 AM
Phone: 651-296-6052 Email: kate.schiller@lbo.mn.gov
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State Cost (Savings) Calculation Details
This table shows direct impact to state government only. Local government impact, if any, is discussed in the narrative.

Reductions are shown in parentheses.
*Transfers In/Out and Absorbed Costs are only displayed when reported.

State Cost (Savings) = 1-2 Biennium Biennium
Dollars in Thousands FY2025 FY2026 FY2027 FY2028 FY2029
General Fund - 34 5,792 14,459 15,771
Health Care Access - - 18 44 45
Total - 34 5,810 14,503 15,816
Biennial Total 5,844 30,319
1 - Expenditures, Absorbed Costs*, Transfers Out*
General Fund - 34 5,792 14,459 15,771
Health Care Access - - 18 44 45
Total - 34 5,810 14,503 15,816
Biennial Total 5,844 30,319

2 - Revenues, Transfers In*
General Fund

Health Care Access

Bill Description

Total -
Biennial Total

Section 1 increases Medical Assistance (MA) reimbursement rates for neuropsychological assessments,
neuropsychological testing, and psychological testing services to 100% of Medicare paid rates.

Section 2 repeals the current law that most mental health services covered under MA that are provided by master’s-
prepared mental health professionals are paid at 80% of the rate paid to doctoral-prepared professionals.

Assumptions

Increasing Certain Mental Health Outpatient Rates

This proposal increases a limited number of mental health outpatient rates in Medical Assistance. This increase
would involve moving MA RBRVS rates for these limited mental health services to 100% of Medicare paid rates.

It is assumed that the rate change is effective with the service month of January 2027 for both FFS and managed care.

Eliminate Master's Cutback

Under current law, most mental health services covered under MA that are provided by master’s-prepared mental health
professionals are paid at 80% of the rate paid to doctoral-prepared professionals. This policy would eliminate this cutback.

DHS claims data on FFS payments show that about $25 million of MH claims in SFY24 were reduced due to the MH
professional master's cutback. Under this proposal, payments for these claims would increase by 25%. Costs are trended
forward at the rate of forecasted Mental Health category of service spending by eligibility type.

To estimate the value of the MH master’s cutback paid by Managed Care plans, we use data on FFS payments that show
that the MH master’s cutback was present on about 28% of the reimbursements of the affected procedure codes. We use
data on total payments made by managed care plans for these procedure codes and assume the percentage of these
payments affected by the master’s cutback is the same as in the FFS data. The percentage by eligibility type varies from
20% for Adults, to 41% for Families, to 24% for Elderly and Disabled.
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This fiscal analysis assumes an effective date of January 1, 2027. A 1.4 month cash delay is assumed for FFS payments.

IT systems changes would be required to implement this change in the Medicaid Management Information System, MMIS,
which is Minnesota’s automated system for payment of medical claims and capitation payments for the Medical Assistance
and MinnesotaCare programs. These systems changes are estimated to require 570 hours of work, take approximately 6
months to complete, and cost a total of $118,139 for initial development. State share is assumed at 29%. This estimate

includes the following assumptions:

The estimated duration and earliest completion date of the proposed project(s) assumes the work is prioritized relative
to other legislative and ongoing IT work. If enacted, the completion date of the proposed project(s) will be dependent on
the totality of enacted legislative IT work and ongoing IT work.

The total hours assumed in this fiscal note include the projected time required to complete systems work and a 20%
contingency assumption to account for unforeseen business requirements in the development and implementation

process.

In addition to the initial development costs cited above, the systems changes required in this bill will result in increased
ongoing maintenance and operations costs, estimated annually at 20% of the total initial development cost.

Expenditure and/or Revenue Formula

Increasing Certain Mental Health Outpatient Rates

February 2026
Forecast

Medical Assistance

FY 2026

FY 2027

FY 2028

FY 2029

FFS Services
Impacted

MA Elderly and
Disabled

$106,726,551

$105,637,786

$108,889,768

$112,614,787

MA Adults without
Kids

$54,778,206

$52,663,967

$54,528,461

$56,691,385

MA Families with
Children

$95,437,823

$95,893,937

$97,886,330

$100,544,214

Medical Assistance

FY 2026

FY 2027

FY 2028

FY 2029

Managed Care:
Services Impacted

MA Elderly and $217,696,739 $234,877,920 $238,070,857 $243,408,783

Disabled

MA Adults without $265,510,913 $266,836,628 $259,090,755 $254,993,540

Kids

MA Families with $435,780,377 $441,262,967 $413,020,930 $383,242,677

Children

Medical Assistance FY 2026 FY 2027 FY 2028 FY 2029

Managed Care:

Services Impacted

MinnesotaCare $84,150,972 $86,126,535 $85,782,077 $83,477,782

Impact of Rate

Increase

Medical Assistance FY 2026 FY 2027 FY 2028 FY 2029
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MA Elderly and $0 $33,557 $90,234 $93,321
Disabled FFS
MA Elderly and $0 $81,099 $197,283 $201,706
Disabled HMO
MA Elderly and $0 $0 $4,114 $12,945
Disabled HMO perf.
pmt.
Total Elderly and $0 $114,655 $291,630 $307,972
Disabled
Federal share % 50.68% 50.68% 50.68% 50.68%
Federal share $0 $58,107 $147,798 $156,080
State Share $0 $56,548 $143,832 $151,892
MA Adults w. no $0 $6,314 $17,054 $17,730
Children FFS
MA Adults w. no $0 $34,772 $81,031 $79,749
Children HMO
MA Adults w. no $0 $0 $1,764 $5,370
Children HMO perf.
pmt
Total Adults w. no $0 $41,086 $99,848 $102,850
Children
Federal share % 90.00% 90.00% 90.00% 90.00%
Federal share $0 $36,977 $89,863 $92,565
State Share $0 $4,109 $9,985 $10,285
MA Families with $0 $25,330 $67,452 $69,283
Children FFS
MA Families with $0 $126,694 $284,605 $264,086
Children HMO
MA Families with $0 $0 $6,427 $19,027
Children HMO perf.
pmt
Total Families with $0 $152,025 $358,484 $352,396
Children
Federal share % 50.68% 50.68% 50.68% 50.68%
Federal share $0 $77,046 $181,680 $178,594
State Share $0 $74,979 $176,804 $173,802
Total MA State $0 $135,635 $330,621 $335,979
Share
MinnesotaCare FY 2026 FY 2027 FY 2028 FY 2029
MinnesotaCare HMO $0 $17,976 $42,970 $41,815
MinnesotaCare HMO $0 $0 $912 $2,831
perf. pmt
State HCAF Share $0 $17,976 $43,881 $44,646
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Eliminate Master's Cutback

Fee-For-Service FY2026 FY2027 FY2028 FY2029
MA Elderly and Disabled
Impacted services base (FFS) 14,395,867 15,115,661 15,871,444 16,665,016
Increase due to cutback elimination 25% 25% 25% 25%
Implementation and Payment Impact 0% 38% 100% 100%
Annual MA cost (FFS) - 1,448,584 3,967,861 4,166,254
Federal share of payments 51.36% 51.36% 51.36%
State cost (MA Elderly & Disabled) - 704,591 1,929,968 2,026,466
MA Adults
Impacted services base (FFS) 4,952,526 5,200,152 5,460,159 5,733,167
Increase due to cutback elimination 25.0% 25.0% 25.0% 25.0%
Implementation and Payment Impact 0% 38% 100% 100%
Annual MA cost (FFS) - 498,348 1,365,040 1,433,292
Federal share of payments 90.00% 90.00% 90.00%
State cost (MA Adult) - 49,835 136,504 143,329
MA Families with Children
Impacted services base (FFS) 15,532,448 16,309,070 17,124,524 17,980,750
Increase due to cutback elimination 25.0% 25.0% 25.0% 25.0%
Implementation and Payment Impact 0% 38% 100% 100%
Annual MA cost (FFS) - 1,562,953 4,281,131 4,495,188
Federal share of payments 51.36% 51.36% 51.36%
State cost (MA Families with Children) - 760,220 2,082,342 2,186,459
FFS summary
Total cost (FFS) - 3,509,885 9,614,032 10,094,733
State cost (FFS) - 1,514,646 4,148,814 4,356,254
Managed Care Capitations FY2026 FY2027 FY2028 FY2029
MA Elderly and Disabled
Impacted services base (MC) 20,713,511 22,609,927 23,419,197 24,572,932
Increase due to cutback elimination 25.0% 25.0% 25.0% 25.0%
Implementation and Payment Impact 0% 42% 100% 100%
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MA Elderly and Disabled HMO - 2,374,042 5,854,799 6,143,233
MA Elderly and Disabled HMO perf. pmt. - 503,421
Federal share of payments 51.36% 51.36% 51.36%
State cost (MA Elderly & Disabled) - 1,154,734 2,847,774 3,232,933
MA Adult
Impacted services base (MC) 17,408,565 18,771,864 19,195,622 19,757,827
Increase due to cutback elimination 25.0% 25.0% 25.0% 25.0%
Implementation and Payment Impact 0% 42% 100% 100%
MA Adults w. no Children HMO - 1,971,046 4,798,906 4,939,457
MA Adults w. no Children HMO perf. pmt - - 414,818
Federal share of payments 90.00% 90.00% 90.00%
State cost (MA Adult) - 197,105 479,891 535,427
MA Families with Children
Impacted services base (MC) 53,205,370 54,496,277 54,649,053 55,297,732
Increase due to cutback elimination 25.0% 25.0% 25.0% 25.0%
Implementation and Payment Impact 0% 42% 100% 100%
MA Families with Children HMO - 5,722,109 13,662,263 13,824,433
MA Families with Children HMO perf. pmt - - 1,190,588
Federal share of payments 51.36% 51.36% 51.36%
State cost (MA Families with Children) - 2,783,234 6,645,325 7,303,306
MC summary
Total cost (MC) - 10,067,197 24,315,968 27,015,950
State cost (MC) - 4,135,073 9,972,990 11,071,666
Fiscal Tracking Summary ($000’s)
Fund BACT Description FY2026 FY2027 FY2028 FY2029
GF 33ED MA Grants 0 1,916 4,922 5,411
GF 33AD MA Grants 0 251 626 689
GF 33FC MA Grants 0 3,618 8,904 9,664
HCAF 31 MinnesotaCare 0 18 44 45
Grants
GF 11 MMIS (State Share 34 7 7 7
@ 29%)
Total Net Fiscal 34 5,810 14,503 15,815
Impact
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Full Time
Equivalents 0 0 0
Long-Term Fiscal Considerations
Local Fiscal Impact
References/Sources
Agency Contact:
Agency Fiscal Note Coordinator Signature: Chris Zempel Date: 4/17/2026 11:29:16 AM

Phone: 651-247-3698 Email: christopher.zempel@state.mn.us
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