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California’s Medicaid program (Medi-Cal) provides a critical investment in the health of
Californians. Medi-Cal coverage and services are tailored to meet the unique needs of
low-income individuals and families, and provides the most affordable coverage. If
Medicaid cuts are enacted, states like California will lose billions of dollars in federal
Medicaid funding, shifting financial responsibility for Medicaid services to the states and
to enrollees. The loss of billions of dollars in federal Medicaid funding will invariably lead
to cuts in services and the loss of affordable coverage. This issue brief explains why
Medi-Cal is so critical to helping low-income people afford health care, and it explains
how low-income Californians would be harmed by Medicaid funding caps and cuts.

Why Medicaid is important for people with disabilities:

+ Maedi-Cal provides health coverage to more than 2 million people with
disabilities.! Federal law requires California to provide Medicaid coverage to
low-income disabled individuals and low-income adults age 65 or older.?
California has also elected to provide Medi-Cal to certain people with disabilities
who have slightly higher incomes because they are working.? Additionally,
because California expanded Medi-Cal under the Affordable Care Act, more
people with disabilities and chronic conditions are covered based solely on their
income status.* Currently, California receives federal Medicaid matching funds,
which helps cover the cost of providing care to these populations. See our
“Eligibility and Continuity of Coverage” issue brief in this series to learn more
about how Medi-Cal promotes equity for individuals with disabilities to access
coverage.

« Maedi-Cal helps people with disabilities receive critical health care,
including long-term supports and services. Medi-Cal is tailored to meet the
needs of low-income populations and thus covers many services that are not
covered, or not adequately covered, by Medicare. Most notably, Medi-Cal covers a
range of Long-Term Services and Supports (LTSS), including nursing facility
services, in-home supportive services, and personal care services.> California has
also implemented federal Home and Community-Based Services (HCBS) waivers
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to ensure access to community-based long-term services for low-income people.®
HCBS enables individuals who would otherwise require nursing facility or hospital
care to remain in their homes instead. It is currently estimated that 991,395
Medi-Cal enrollees receive HCBS and 150,877 enrollees receive long-term care
facility services, with the total number of LTSS recipients steadily increasing and
trending away from institutional care in favor of community-based options.’
California has also undertaken a number of new efforts to improve the health
outcomes of disabled people, such as integrating LTSS into managed care,
implementing an Enhanced Care Management benefit, and covering Community
Support services that assist individuals in transitioning back into their
communities, receiving in-home services, receiving meal support, and improving
the accessibility of their homes.8

« Medi-Cal makes health coverage affordable. Key protections in Medi-Cal
limit cost-sharing—such as premiums, deductibles, co-payments, and co-
insurance—for all program recipients.® Medi-Cal also makes Medicare coverage
more affordable for people who are dually enrolled in both programs through
“Medicare Savings Programs,” wherein Medi-Cal pays for some or most of the
individual’s out-of-pocket Medicare costs.'® Medi-Cal currently helps 1.5 million
Californians pay for Medicare cost-sharing.!!

How federal funding cuts would harm people with disabilities:

« Funding caps threaten Medi-Cal eligibility. Cuts to federal Medicaid funding
could force California to restrict Medi-Cal eligibility categories or restore cost
sharing measures, such as premiums. As California receives 66 percent in federal
funding to help pay for Medi-Cal, the state may restrict Medi-Cal eligibility or cap
enrollment to recoup losses.!? In particular, it may consider reducing Medi-Cal
coverage for people with disabilities and older adults because these populations
have higher needs and higher costs. Currently, while only 17 percent of Medi-Cal
enrollees are disabled or adults over 65, these populations account for 47 percent
of all Medi-Cal spending.!3 Funding cuts could result in California reducing or
eliminating certain Medi-Cal eligibility categories, including those that provide
critical coverage to people with disabilities who would not otherwise be eligible
for Medi-Cal.

« Funding cuts would likely lead to service cuts. Services for people with
disabilities and chronic conditions tend to be expensive. If there are cuts to
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federal Medicaid funding, California could be forced to reduce a range of critical
yet “optional” benefits, including in-home supportive services, personal care
services, Enhanced Care Management, and Community Supports.'* Depending on
the severity of federal funding cuts, the state may also attempt to limit additional
“mandatory” Medicaid benefits, such as nursing facility services.> California may
try to place strict limits on the amount and frequency of these services and/or
restrict eligibility for them. Without access to the services they need to function
and live in the communities, disabled Californians may be forced to obtain their
care in institutional settings.

« Funding cuts would make coverage less affordable. If there are cuts to
federal Medicaid funding, California could be pressured to shift costs onto Medi-
Cal enrollees. In 2024, the State eliminated Medi-Cal asset limits, including for
disability eligibility groups.1® These financial protections could disappear, and
financial burdens restored, if there were cuts to federal Medicaid funding.
California might also seek to reimpose and increase premiums and co-payments,
which would create access barriers for many disabled people who cannot afford
these added costs. Further, California could seek to tighten eligibility standards
for Medicare Savings Programs, making it harder for people with disabilities and
older adults to become eligible, resulting in drastically increased Medicare costs.

« Funding cuts would put California’s budget at risk. Currently, California
receives a guaranteed federal funding stream for Medi-Cal, which allows the State
to finance health care regardless of how costs and needs change. Should there
be cuts to federal Medicaid funding, California may be forced to raise taxes or cut
other parts of its budget to maintain the Medi-Cal program. Health care costs for
Californians with disabilities are steadily increasing by approximately five percent
per year, as the population ages and LTSS utilization increases.!” The loss of
federal funding, coupled with a growing population of older adults and people
with disabilities and chronic conditions, means that California will be faced with
the decision of cutting services and eligibility for these populations or absorbing
the costs with state funds.

Conclusion

The Medicaid program is designed to give California wide flexibility in designing
and implementing its own Medi-Cal program to meet the particular health needs of
its residents. The potential threats to the program on the federal level will not only
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result into devastating impacts on low-income individuals with disabilities across the
state, these threats will also make it necessary for California to impose additional cuts
and erect barriers to access life-sustaining care in the future. While it remains unclear
what the current 2025 Congress and Trump Administration will do with respect to the
Medicaid program, such federal funding cuts or barriers must be rejected so that low-
income disabled individuals have access to the high-quality, affordable, and
comprehensive health care services that they need.
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