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American Health Care Act: Key Provisions and
Implications, May 2017 Update
In March 2017, House Republicans unveiled the American Health Care Act (AHCA), their proposal to replace the Affordable Care Act (ACA). On
May 4, the U.S. House of Representatives passed AHCA by a vote of 217-213. On March 13, the U.S. Congressional Budget Office projected
that under AHCA (as introduced), 14 million Americans would lose their health insurance in 2018, with the number of uninsured rising to 24
million by 2026. The Congressional Budget Office will be updating their score of this legislation to account for several amendments that were
adopted in the House-passed version of the bill. The following summarizes key AHCA provisions and who is primarily affected.

Provision
Replace the ACA’s Individual
Mandate with a Continuous
Coverage Requirement

Change Tax Credits from those
based on income and
premium cost in the ACA to
based on age and allow the
tax credits to be used on or
off Exchange

Repeal Cost-Sharing
Reduction Subsidies
Widen Age Rating Bands

Freeze Medicaid Expansion

Shift Medicaid from funding
based on the cost of coverage
to Per-Capita limit or block
grant

State Waivers
(MacArthur Amendment)

American Health Care Act (AHCA)

Who is Primarily Affected

Enrollees who experience a lapse in coverage longer than
63 days would pay 30% higher premiums for one year
upon re-enrolling in individual coverage.

Individual market enrollees and those that
experience spells of uninsurance would be most
affected. There were an estimated 533,000 enrollees
in Michigan’s individual market in 2016.1 There is
considerable churning of coverage within the
individual market. Our latest survey shows that 5% of
those with individual market coverage had spells of
uninsurance within the past year.2 In addition to
these individuals, about 519,000 people in Michigan
were uninsured in 2015 but had household incomes
that could have qualified them for ACA tax credits.3

Proposed annual tax credit structure:
 20-29: $2,000
 30-39: $2,500
 40-49: $3,000
 50-59: $3,500
 60 and older: $4,000
Family limit of $14,000
Credits phase out at income levels of $75, 000-$115,000
Adjusted annually by CPI plus 1%
The ACA includes cost sharing subsidies for those at 250%
of poverty or less. AHCA would repeal these subsidies in
2020.
The ACA allows plans to vary rates between the youngest
and oldest from 1:3. AHCA would allow rate bands of 1:5.
Starting in 2018, states could apply for waivers to expand
age bands beyond this ratio (see State Waivers below).
Allow Medicaid expansion to continue in states that have
already expanded the program with enhanced federal
matching rate until 2020 (90%). In 2020, the enhanced
federal matching rate continues indefinitely for expansion
enrollees covered on December 31, 2019, who do not
have a lapse in coverage for longer than 1 month. All
others would receive the traditional federal matching rate
(65.15% for Michigan in 2016).
AHCA’s original language would shift the entire Medicaid
program to a per-capita cap system in 2020. Under a percapita cap system, states would receive a fixed perenrollee payment for different enrollment groups based
on FY2016 expenses and payments would grow with
medical inflation (medical inflation plus one percentage
point for elderly, blind, and disabled populations). The
March 23 manager’s amendment allows states to choose
a block grant system, rather than a per-capita cap, for
children and non-disabled, non-elderly adults.

Allow states to apply for three types of waivers:
 Starting in 2018, widen age bands for the
individual and small group market beyond the 5:1
ratio proposed in AHCA.
 Starting in 2019, opt out of community rating
requirements, allowing insurers to underwrite
policies for certain individuals based on health
status if the state is operating a program under
AHCA’s Patient and State Stability Fund. This
would only apply to individuals with a lapse in
coverage greater than 63 days. Individuals who
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In 2017, the average annual premium for the secondlowest cost silver plan in Michigan was $2,736
(before tax credits). A 30% continuous coverage
surcharge would increase that annual premium to
$3,557.4
In 2016, about 275,000 Michigan residents (87.9% of
exchange enrollees in the state) received an ACA
premium tax credit.5 Average ACA tax credits were
projected to be $3,375 in 2020 compared to an
average expected tax credit of $2,946 under AHCA.6
AHCA tax credits are expected to be 13% lower than
average ACA tax credits.

In 2016, about 165,000 Michigan residents (52.6% of
exchange enrollees in the state) received costsharing reduction subsidies through the ACA.7
25% of enrollees in Michigan’s Health Insurance
Marketplace in 2016, approximately 86,000
individuals, were ages 18-34. 29% of enrollees in
Michigan’s Health Insurance Marketplace in 2016,
approximately 100,000 individuals, were ages 55-64.8
As of December 2016, there were about 1,800,000
“traditional” Medicaid enrollees and about 649,000
Healthy Michigan Plan enrollees.9 Michigan and most
states would be likely to stop covering the expansion
population over time under this provision.

In FY2015, Michigan Medicaid expenditures were
$15.9 billion, of which the federal share was $11.6
billion.10 Starting in 2020, the rates of increase in
federal funding would be limited to medical inflation
(plus one percentage point for elderly, blind and
disabled) and enrollment but would not take account
of changes in technology. For example, in March
2016, the state’s Medicaid program began covering
the specialty drug Sovaldi to treat Hepatitis C.11 The
cost of a typical course of Sovaldi treatment is
around $84,000 per person,12 which would not be
included in the base cost. This provision would
transfer considerable costs to states over time.13
In 2015, according to the Kaiser Family Foundation,
an estimated 52 million non-elderly adults (including
1.687 million Michigan residents) had pre-existing
health conditions that likely would have led to them
being denied coverage under pre-ACA underwriting
practices in the individual market.14
The community rating waiver may have impacts on
the large group market in addition to the small group
and individual markets. Under the ACA, large
employer plans are prohibited from imposing annual

Provision
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Patient and State Stability
Fund

maintain continuous coverage cannot be
underwritten based on health status.
Starting in 2020, determine essential health
benefits for the individual and small group
market.

AHCA initially provided $100 billion over nine years to
establish the Patient and State Stability Fund (PSSF).
States could use these funds for a variety of purposes to
stabilize insurance markets, including establishing highrisk pools. After subsequent amendments, total funding
for the PSSF increased to $138 billion.
 The March 23 manager’s amendment allocated
$15 billion to the PSSF. These funds are
earmarked for maternity coverage, newborn care,
and behavioral health.
 The Palmer/Schweikert Amendment allocated
$15 billion to the PSSF to create a federal
“invisible risk sharing program” covering claims
over $10,000 for individuals with certain health
conditions (to be determined by the CMS
Administrator).
 The Upton Amendment allocated $8 billion from
2018-2023 for people with pre-existing conditions
in states that have received a waiver to opt out of
community rating requirements. These funds
would be used to lower premiums and out-ofpocket costs for individuals purchasing coverage
on the individual market and who have had a
lapse in coverage longer than 63 days.
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Who is Primarily Affected
or lifetime limits on essential health benefits. Current
regulations allow large employer plans to adopt any
state’s definition of essential health benefits (since
all states must meet federal standards for essential
benefits). Under AHCA, if a state received a waiver to
determine essential health benefits and narrowly
defined EHBs or chose to eliminate them altogether,
employer plans could impose lifetime and annual
limits on a wide range of benefits.15
Prior to the ACA’s insurance market reforms, states
relied on high-risk pools to provide access to
coverage for individuals with pre-existing conditions.
In 2011, approximately 226,000 individuals were
enrolled in coverage through high-risk pools in 35
states, with total claims of $2.5 billion.16 Premiums
were 125-200% of average premiums in the
individual market.17 33 states had maximum lifetime
limits on coverage, 6 states had annual limits, and 14
states had plans with annual deductibles of $10,000
or more.18
The Commonwealth Fund estimated that the federal
government would need to provide $178 billion per
year to adequately fund high risk pools if 13.7 million
people were enrolled.19 Conservative analysts James
Capretta and Tom Miller in 2010 that a high-risk pool
covering 4 million individuals would require $15 to
$20 billion in federal funding annually.20
A recent analysis from Avalere estimated that
600,000 individuals with pre-existing conditions
could have coverage if states allocated all $123
billion in non-earmarked PSSF funds toward
establishing high risk pools.21

ENDNOTES
1

“The Unpredictable Individual Health Insurance Market,”Mark Farrah Associates™, a health industry data
aggregator and web publisher , Aug. 24, 2016: http://www.markfarrah.com/healthcare-business-strategy/
2
E.A. Austic; E. Lawton; M. Riba; M. Udow-Phillips, Cover Michigan Survey 2015: Insurance Churning (Ann Arbor,
MI: Center for Healthcare Research & Transformation, Nov. 2016): http://www.chrt.org/publication/insurancechurning/
3
“Health Insurance Coverage Status By Ratio Of Income To Poverty Level In The Past 12 Months By Age,” American
FactFinder: https://factfinder.census.gov/bkmk/table/1.0/en/ACS/15_1YR/C27016/0400000US26
4
“Health Plan Choice And Premiums In The 2017 Health Insurance Marketplace,” ASPE Research Brief, Oct. 24,
2016: https://aspe.hhs.gov/system/files/pdf/212721/2017MarketplaceLandscapeBrief.pdf
5
“March 31, 2016 Effectuated Enrollment Snapshot,” U.S. Centers for Medicare & Medicaid Services, June 30,
2016: https://www.cms.gov/Newsroom/MediaReleaseDatabase/Fact-sheets/2016-Fact-sheets-items/2016-0630.html
6
A. Aron-Dine and T. Straw, “House Tax Credits Would Make Health Insurance Far Less Affordable in High-Cost
States,” Center on Budget and Policy Priorities, March 9, 2017: http://www.cbpp.org/research/health/house-taxcredits-would-make-health-insurance-far-less-affordable-in-high-cost
7
“March 31, 2016 Effectuated Enrollment Snapshot,” U.S. Centers for Medicare & Medicaid Services, June 30,
2016: https://www.cms.gov/Newsroom/MediaReleaseDatabase/Fact-sheets/2016-Fact-sheets-items/2016-0630.html
8
“Health Insurance Marketplaces 2016 Open Enrollment Period: Final Enrollment Report,” Office of the Assistant
Secretary for Planning and Evaluation (ASPE): https://aspe.hhs.gov/health-insurance-marketplaces-2016-openenrollment-period-final-enrollment-report
9
“Green Book Report of Key Program Statistics,” Michigan Department of Health and Human Services, December
2016: http://www.michigan.gov/documents/mdhhs/2016_12_GreenBook_549141_7.pdf
10
“Federal and State Share of Medicaid Spending,” Kaiser Family Foundation State Health Facts:
http://kff.org/medicaid/state-indicator/federalstate-share-ofspending/?dataView=1&currentTimeframe=0&selectedRows=%7B%22nested%22:%7B%22michigan%22:%7B%7D
%7D%7D&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D
11
“Hepatitis C, Cystic Fibrosis Medications Being Made Available for Medicaid Recipients in Michigan,” Michigan
Department of Health and Human Services Newsroom: http://www.michigan.gov/mdhhs/0,5885,7-33973970_71692-377967--,00.html
12
J. Hoadley, T. Neuman, and J. Cubanski, “The Cost Of A Cure: Revisiting Medicare Part D And Hepatitis C Drugs,”
Health Affairs Blog, Nov. 3, 2016: http://healthaffairs.org/blog/2016/11/03/the-cost-of-a-cure-revisiting-medicarepart-d-and-hepatitis-c-drugs/
13
E. Park, “House GOP Medicaid Provisions Would Shift $370 Billion in Costs to States Over Decade,” Center on
Budget and Policy Priorities, March 7, 2017: http://www.cbpp.org/blog/house-gop-medicaid-provisions-wouldshift-370-billion-in-costs-to-states-over-decade
14
http://kff.org/health-reform/issue-brief/pre-existing-conditions-and-medical-underwriting-in-the-individualinsurance-market-prior-to-the-aca/
15
https://www.wsj.com/articles/little-noted-provision-of-gop-health-bill-could-alter-employer-plans-1493890203
16
http://naschip.org/2012/Quick%20Checks/Total%20Expenses.pdf
17
http://www.commonwealthfund.org/publications/blog/2017/mar/high-risk-pools-preexisting-conditions
18
http://kff.org/health-reform/issue-brief/high-risk-pools-for-uninsurable-individuals/
19
http://www.commonwealthfund.org/~/media/files/publications/issuebrief/2014/dec/1792_hall_highrisk_pools.pdf
20
http://www.nationalaffairs.com/publications/detail/how-to-cover-pre-existing-conditions
21
http://avalere.com/expertise/managed-care/insights/proposed-high-risk-pool-funding-likely-insufficient-tocover-insurance-need

Suggested Citation: Foster Friedman, Megan; Udow-Phillips,
Marianne. American Health Care Act: Key Provisions and
Implications, May 2017 Update(Ann Arbor, MI: Center for
Healthcare Research & Transformation, 2017)

