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On March 6, House Republicans introduced the American Health Care Act (AHCA) to 
repeal the Affordable Care Act (ACA) and eliminate the current financing structure of 
Medicaid. It has been amended numerous times in March and April and it keeps getting 
worse for low-income people across the country. The bill makes many draconian 
changes to Medicaid. Overall, the Congressional Budget Office estimates that several 
major provisions affecting Medicaid would decrease direct spending by $880 billion over 
the 2017-2026 period and result in 14 million individuals losing Medicaid.1 In California, 
4.1 million people enrolled in the Medicaid Expansion could lose their coverage.2 The 
State’s own analysis concludes that the current federal proposal represents a significant 
shift of costs from the federal government resulting in nearly $6 billion in costs to 
California in 2020, growing to $24.3 billion by 2027.3 The State General Fund share is 
estimated to be $4.3 billion in 2020, increasing to $18.6 billion in 2027.4 This fact sheet 
addresses how AHCA impacts Medicaid, and what those impacts could mean for 
California.5 

1. Implements a Per-Capita-Cap or Block Grant on Medicaid Funding. Since 
1965, Medicaid has operated as a federal-state partnership where states receive 
on average 63% of the costs of Medicaid from the federal government. The 
federal share is based on actual costs of providing services. AHCA proposes to 
restructure Medicaid by implementing a per-capita-cap, cutting the federal 
contribution per Medicaid enrollee based on a state’s 2016 expenditures inflated 
at a rate that is projected to grow slower than yearly Medicaid health care costs.6 
The AHCA was also amended to allow states to choose a block grant instead of 
a per-capita-cap to fund their traditional adult and children populations for a ten 
year lock-in period (block grants would not apply to people who are elderly or 
those with disabilities).7 Both “capped” programs radically curtail, or cut, federal 
spending. Funding for state Medicaid programs will shrink over time, resulting in 
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states cutting coverage and services for all enrollees.8   
 
California Impact: California would be disproportionately impacted by a 
Medicaid cap because the State already spends much less per Medicaid enrollee 
than most other states.9 Moreover, the federal government already pays only 
50% of Medicaid costs in California.10 Thus, if health care costs in one area 
increase— for example, due to public health emergencies like an opioid epidemic 
or a natural disaster—the State will have very little room to balance those costs 
against expenses in other areas.11 NHeLP issued a separate fact sheet on this 
issue. In addition, the number of low-income seniors and people with disabilities 
in California is growing faster than the national average. California’s over-65 
population is expected to be 87 percent higher in 2030 than in 2012, an increase 
of more than 4 million people.12 The cost of health care services, on average, 
doubles between age 70 and age 90.13 Thus, as California’s population lives 
longer, it will be difficult for California to keep its costs under the capped amount, 
resulting in deeper cuts to Medicaid over time. Finally, California is already facing 
budget cuts in the upcoming fiscal year. If California doesn’t raise taxes or cut 
other budget areas by $45 billion over ten years to maintain Medi-Cal, the State 
will be forced to cut Medicaid eligibility, benefits or payments to hospitals and 
physicians.14  
 

2. Repeals Medicaid Expansion. AHCA effectively repeals the Medicaid 
Expansion on January 1, 2020 by eliminating the enhanced federal funding for 
states to enroll expansion-eligible adults. It also requires those in the Medicaid 
Expansion population to submit eligibility renewal paperwork every six months 
just to stay on Medicaid, beginning October 1, 2017. Thus, states can continue to 
cover this group, but only at regular matching rates and, this, coupled with the 
stringent re-determination requirements for this group, will effectively repeal the 
coverage (the Congressional Budget Office estimates only 5 percent will be left in 
this group by 2024). NHeLP issued a separate fact sheet on this issue.  

 
California Impact: California’s Medi-Cal Expansion has brought coverage to 
over 3.7 million low-income State residents.15 In addition, it has produced a $15 
billion or greater investment in the State each year.16 That investment has 
directed an estimated $2.2 billion per year into California’s health care safety 
net.17 By changing the funding formula for the Expansion, AHCA would require 
California to increase State General Fund spending by over $13 billion to keep 
the Medi-Cal Expansion open to new enrollees.18 In addition, California law 
contains a “trigger” that directs the State to address the funding reduction 
through the State Legislature.19 It is not entirely clear when or how this proposal 

http://www.healthlaw.org/issues/california/ca-lessons-march-17
http://www.healthlaw.org/publications/browse-all-publications/medicaid-expansion-and-republicans-aca-repeal-bill#.WMbp7_I0Hs5
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would go into effect if AHCA is enacted as currently proposed. But if the State 
moved forward with a repeal of the Expansion, over 4 million low-income 
Californians stand to lose their coverage.20 
 

3. Repeals Mandatory Medicaid Coverage for Children ages 6-19 over 100% 
FPL. The ACA requires states to provide Medicaid coverage to all children from 
birth to age 19 under 138% of the Federal Poverty Level (FPL). Prior to the ACA, 
states had to cover children ages 0-5 years old up to 133% FPL but states only 
had to cover children ages 6-19 (or up to 21 at state option) up to 100% FPL. 
AHCA lowers the eligibility level for children ages 6-19 from 133% FPL back to 
100% FPL. This means that (in some states) children may lose their Medicaid 
coverage and can only be enrolled in the Children’s Health Insurance Program 
(CHIP) or be uninsured. These children may get fewer benefits than they would 
on Medicaid and may not receive all services they need to correct or ameliorate 
their medical or mental health conditions.  

 
California Impact: Before the ACA, California covered children 6 and over with 
income between 100 and 250% FPL in its CHIP, known as Healthy Families.21 In 
2013, California began the process of integrating the separate Healthy Families 
Program into Medi-Cal, and now all children up to 250% FPL are served through 
Medi-Cal.22 Thus, in California, children should not experience any disruptions in 
coverage as a result of this change, and will be able to stay in Medi-Cal. 
Importantly, however, funding for CHIP is currently only authorized through 
September 30, 2017.23 Thus, if AHCA is enacted and Congress fails to 
reauthorize CHIP funding, California could face significant budget shortfalls, and 
might be forced to consider cutting 1.3 million children off of coverage.24 
 

4. Repeals Presumptive Eligibility for the Medicaid Expansion Population and 
Repeals Hospital Presumptive Eligibility for Everyone. In addition to 
repealing the Medicaid Expansion, AHCA prevents states from using 
“presumptive eligibility” for expansion-eligible adults after January 1, 2020 even if 
a state chose to continue covering expansion-eligibile adults under its regular 
Medicaid funding. Further, AHCA repeals the ability of states to permit their 
hospitals to use presumptive eligibility for any potential Medicaid enrollee.    

California Impact: California implemented its Hospital Presumptive Eligibility 
(HPE) program in January 2014 for the expansion-eligible adults, as well as 
children under the age of 19, parents and caretaker relatives, pregnant women, 
and former foster youth up to age 26.25 Approximately 25,000 individuals are 
offered coverage in Medi-Cal each month through this process.26 In 2017-18 
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California’s expenditures on HPE are estimated at nearly $400 million.27 More 
than one hundred thousand applicants applied for Medi-Cal coverage through 
HPE in the first six months of 2016 alone.28 Taking away this critical pathway for 
eligible adults, children and former foster youth to obtain immediate Medi-Cal 
coverage when they end up in emergency rooms or hospitalized for treatment 
without insurance means they will remain uninsured and in medical debt.29 In 
addition, those hospitals are likely to experience financial losses, as the chances 
of these low-income uninsured individuals’ being able to pay for their care in full 
are very low.30  

5. Eliminates Retroactive Eligibility. Medicaid currently provides coverage up to 
three months before the month an individual applies for coverage. This 
“retroactive coverage” protects individuals from medical expenses they incurred 
before they apply for Medicaid. An individual may not be able to apply for 
Medicaid immediately due to hospitalization, a disability, or other circumstances 
and retroactive coverage provides that critical coverage and ensures providers 
can get reimbursed for their costs and low-income individuals do not end up 
facing severe medical debt or bankruptcy due to these medical expenses. AHCA 
repeals this coverage for all Medicaid enrollees starting October 1, 2017. 

 
California Impact: Both before and after the enactment of the ACA, individuals 
who incur medical expenses in any of the three months prior to the month of 
Medi-Cal application can apply for coverage for those months by requesting the 
retroactive coverage before a year from the date of service.31 The process for 
requesting and determining retroactive coverage is fairly simple.32 This significant 
and longstanding legal entitlement has enabled millions of individuals to be 
insulated from significant medical debt due to medical bills incurred in the months 
just prior to applying for Medi-Cal. The loss of this available coverage could result 
in financial ruin for millions of individuals who will no longer get these months of 
coverage at the time of application, or during any gaps in coverage due to falling 
off coverage during the renewal process. It will also mean that hospitals and 
other health care providers will have to absorb more costs due to an absence of 
payer sources.33        

 
6. Allows States to Impose Work Requirements. Currently, nearly 8 in 10 

Medicaid enrollees are part of a working family.34 Another 14% of Medicaid 
enrollees are currently looking for work.35 AHCA would give states the option to 
impose work requirement to many Medicaid enrollees. If states take up this 
option, they could require individuals who are too sick to work to obtain 
employment before they could access health care--this policy is likely to drive 
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more low-income people to go without routine and preventive care and delay 
treatment until they are so sick they must seek care in the emergency room.36 As 
a result, health care costs will increase, but it is unlikely that many more low-
income people will obtain employment that lifts them out of poverty. 

 
California Impact: In California, almost half of Medi-Cal Expansion enrollees are 
currently working, and another 12% are actively looking for work.37 In 2015, 
almost one in five California workers between the ages of 18 and 65 was enrolled 
in Medi-Cal.38 Workers in agricultural, restaurant, and other service industry jobs 
are most likely to have coverage through Medi-Cal.39 Medi-Cal enrollees who are 
not engaged in paid labor may have an illness or disability that prevents them 
from working, may be engaged in unpaid work taking care of young children or 
children with disabilities, or may be looking for work but unable to find 
employment. Imposing a work requirement on these individuals is unlikely to 
result in changing their employment status. Rather, it could cause them to lose 
access to coverage they need, making them sicker and more likely to incur 
medical debt.  

 
7. Imposes New Financial Limits on Medicaid Waivers. States may seek 

waivers from the federal government allowing a state to stop having to follow 
certain federal Medicaid requirements so it can test experimental, pilot, or 
demonstration projects that promote the objectives of the Medicaid program. 
Normally, states would have to ensure that these proposals would be “budget 
neutral” to the federal government over the course of the waiver period (typically 
five years). Thus, they can spend more federal funds up front to build new 
infrastructure or provide more intensive services. AHCA takes away states’ 
flexibility to spend these waiver funds up front by imposing yearly budget caps.  

 
California Impact: California is currently a little over one year in to a five-year 
Medicaid 1115 waiver.40 The State has nine other approved Medicaid waivers in 
various stages of progress, covering areas from services for people with 
developmental disabilities, to requiring managed care delivery for specialty 
mental health services, to providing palliative care to terminally ill children.41 It is 
not clear whether AHCA would impact funding for Medicaid waivers that have 
already been approved, or only waivers approved after its passage. If AHCA 
applies to approved waivers, California could stand to lose millions on its various 
waivers that are currently underway.42  
 

8. Repeals Essential Health Benefits for Medicaid Expansion Enrollees. Under 
the ACA, states that expanded coverage to expansion adults had to provide 
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coverage in at least the 10 “essential health benefit” (EHB) categories.  AHCA 
repeals this requirement, which will no longer apply after December 31, 2019, 
resulting in enrollees losing services such as mental health and substance use 
disorder services, and losing access to some free preventive health services. 

 
California Impact: California has aligned the benefits the Medi-Cal Expansion 
population receives with the State’s approved state plan benefits. This means 
that all Medi-Cal populations receive the same benefits. Since the State’s 
essential health benefits benchmark plan for the private market offered additional 
mental health and substance use disorder services from those offered in Medi-
Cal, as of January 1, 2014, the State added the additional benefits to the 
coverage received by all Medi-Cal populations, not just the Expansion.43 Without 
the EHB requirement for the Medi-Cal Expansion, Medi-Cal enrollees could lose 
these additional mental health and substance use disorder services, including 
individual and group psychotherapy, psychiatric consultations, and intensive 
outpatient treatment for substance use.44  
 

9. Repeals Enhanced Funding for States for Community First Choice (CFC) 
Attendant Supports. Established under the ACA, the "Community First Choice 
Option" allows states to provide home and community-based attendant services 
and supports to eligible Medicaid enrollees under their State Medicaid Plan. CFC 
funds assist individuals with Activities of Daily Living (ADLs), habilitative services 
and emergency back-up systems like electronic indicators. CFC also gives states 
the option to cover many of the costs of transitioning individuals from institutional 
care to supported community living, including rent deposits, moving expenses 
and some non-medical transportation. Some of these services complement the 
transition services. AHCA repeals the 6% increase in funds established to cover 
these services starting January 1, 2020. 
 
California Impact: California was the first State approved to enact the 
Community First Choice Option, which allowed the State to take advantage of the 
6% enhanced match to provide In-Home Supportive Services (IHSS) to certain 
Medi-Cal enrollees who otherwise would need institutional care.45 Over 500,000 
Californians have received services through the Community First Choice Option 
since 2011.46 Taking up the option brought the State an estimated $573 million in 
additional federal funds during the first two years of implementation.47 Eliminating 
the enhanced match provided by the Community First Choice Option will place 
financial strain on California’s already struggling IHSS program, taking an 
estimated $400 million in federal funds from the program by 2020.48 This loss of  
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federal funds could cause the State to cut provider payment rates or curtail 
eligibility for IHSS.  

10. Limits Home Equity Exclusions. Currently, individuals needing nursing home 
or other long term care services must have home equity below a certain limit to 
qualify for those Medicaid services. States can exclude up to $750,000 of these 
individuals’ home equity.49 AHCA prohibits states from exceeding $500,000 of 
home equity, starting 6 months after the bill is enacted into law, potentially 
limiting the availability of nursing home and other long term care services to 
individuals who may live in high-cost areas and have substantial home equity but 
limited income and other assets.  

 
California Impact: This proposed change would require that as a condition of 
eligibility for nursing home and other long term care services under Medi-Cal, the 
home equity value for applicants and enrollees who own a home not exceed 
$500,000. Currently, the median home price in California is just under the 
$500,000 point, at $493,800; the median price is much higher in large 
metropolitan areas like San Francisco and Los Angeles.50 Lowering the home 
equity limit to 500,000 would result in some current Medi-Cal enrollees losing 
access to long term care services, such as nursing facility services and home 
and community based services, including the Multipurpose Senior Service 
Program, assisted living waiver, and other Medicaid waiver programs and 
disqualifying some new Medi-Cal applicants who need long term care services 
and supports.  
 

CONCLUSION 
 
Changing the financing of Medi-Cal from a guarantee (or "entitlement") to a per capita- 
cap and the other proposed changes to Medi-Cal threaten not only the over 13.5 million 
Medi-Cal enrollees, but the entire State and its economy. As a result of the State’s 
already low Medi-Cal per enrollee spending (and low provider reimbursements rates), 
the State’s growing low-income aging population as well as other factors, the proposed 
federal changes will impact California harder than many other states. In jeopardy is the 
State’s huge federal funding of Medi-Cal (approximately $17 billion) and health care 
coverage for up to 4 million individuals from Medi-Cal (not including losses in the State 
Marketplace, Covered California). The State of California and its residents cannot afford 
these changes.   
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