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Summary of House Republican Repeal and Replace Plan- February 21, 2017 
 
The House Republicans released an ObamaCare Repeal and Replace Policy Brief and Resources plan on February 16, 
2017. As of today there is no legislative language yet available.   
 
Short and simple: The plan is bad for California.  The state of California will lose significant amounts of money for our 
Medicaid program, and consumer protections are lost.  
 
Quick Summary 

 The Republicans speak repeatedly throughout the plan about “stabilizing the costs of health care,” which 
ultimately will mean less money from the federal government to support health care.  There are no dollars 
associated with the Republican proposal yet, but we expect to see dramatically fewer resources than are 
available today, especially because Republicans intend to roll back taxes that helped to fund the ACA.  To offset 
fewer resources, Republicans plan to offer more flexibility to states. However, with dramatically fewer federal 
resources, flexibility will not go far in meeting the needs of California’s patients.  

 The Medicaid expansion reimbursement rate would over time be cut back to the normal federal Medical 
Assistance Percentage (FMAP) - from the current 95% down to 50% in California.  

 At some point in the future states will be given the opportunity to choose either a per capita cap or block grant 
or global waiver for funding their Medicaid programs.   

 The individual mandate tax penalty is abolished.  

 Individuals who do not receive health care coverage through employers or the government would be given 
health care refundable tax credits to buy insurance on the open market.  Essential health benefits will be 
repealed, so we expect to see a rise in catastrophic coverage, high deductible health plans, and other minimal 
insurance policies.  

 Health savings accounts are made more flexible and accessible. 

 States can receive Innovation Grants for high risk pools. 
 

Detailed Summary: Individual Market 
 

Health Care Tax Credits 
Currently, low income Californians between 134% of the federal poverty level (FPL) and 400% FPL are eligible to 
receive advanced premium tax credits (APTC) to buy the insurance of their choice from Covered California.  All 
Covered California plans offer relatively robust coverage that meets essential health benefit (EHB) requirements, 
offers free or low cost preventive and primary care, free birth control, as well as pediatric dental and vision care.  
The APTC credits vary based on the enrollee’s expected income for the benefit year, with the lowest income 
individuals and families receiving the greatest tax credit.  In order to receive the APTC under the current system, the 
enrollee must purchase coverage through Covered California or other federally operated or state-operated 
marketplaces.  
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The GOP Proposal: The proposal calls for repealing the APTC subsidies for Covered California under the ACA, and 
replace them with a new tax credit that is available to American citizens and qualified immigrants who don’t have 
access to other ‘qualifying insurance’ through the government or their employer.   The credit would be age- rated 
(more money if you are older), available to dependent children up to 26, portable, not based on income and would 
grow over time. The proposed tax credits could be used to buy whatever insurance coverage a consumer desires, 
rather than solely through Covered California, including the choice to purchase catastrophic plans, high-deductible 
health plans, and other ‘thin’ benefit designs that would not be allowed under the ACA’s essential health benefits.  If 
a consumer does not use the full amount of their credit toward premiums, they can put extra funds towards a health 
savings account. The tax credit cannot be used to buy plans that cover abortion.  
 
Health Savings Accounts (HSAs) 
HSA’s are tax-advantaged savings accounts, tied to a high-deductible health plan (HDHP), which can be used to pay 
for certain medical expenses.  Unlike the full benefit packages in Covered California, HDHPs don’t cover the cost of 
care until the deductible is reached, so enrollees of HDHPs must pay out-of-pocket for primary, preventive, routine, 
and even expensive pharmacy and hospital care until they’ve reached their deductible.  The HSA provides a tax-free 
account set aside specifically for covering these potentially enormous costs.   
 
The GOP Proposal: The goal of the GOP proposal is to expand the number of individuals using HSAs and increase 
their effectiveness in offsetting the potential enormous out-of-pocket costs that consumers will face in the individual 
market.  The proposal increases the maximum HSA contribution limit from $3,400 today to $6,550 for an individual, 
and $6,750 today to $13,100 for a family.   The proposal also allows both spouses to make catch up contributions to 
the HSA (i.e. either one spouse contributes full amount allowed or its divided between them), and provides some 
retro coverage, if the enrollee establishes the HSA within 60 days of beginning coverage under a HDHP.   
 
Analysis:  Individual Market 
It is unlikely that Covered California, California’s Health Benefit Exchange, will be able to continue operating if ACA 
subsidies are rescinded.  Today approximately 90% of enrollees in Covered California receive subsidies. Without the 
Exchange, individuals without employer-sponsored or government health coverage will have to shop for coverage on 
their own. Individuals, depending on age and income, will receive tax credits that will help cover some of the costs, 
and can use them towards purchasing a health plan and/or contributing to a health savings account.  While flexibility 
sounds nice as a talking point, what is missing from the tax credits and health savings accounts are consumer 
protections and essential health benefits.  Many consumers, not realizing the importance of full coverage, may end 
up purchasing catastrophic insurance, or high deductible health plans, not realizing that those choices leave them 
exposed to enormous out-of-pocket costs. Unlike the full benefit packages in Covered California, HDHPs don’t cover 
the cost of care until the deductible is reached.  This means that individuals are paying out-of-pocket (or out of their 
HSA) for primary and preventive care, on top of paying for their premium.  This serves as a dis-incentive to care and 
may impact utilization of primary and preventive services, as low income Californians put off seeing the doctor until 
they’re in dire need of care and can justify the out of pocket expense.  
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Further, low income individuals will not necessarily have more money to put towards a health savings account even 
with tax credits.  Choosing between food, clothes, housing and health, most choose the former as they are deemed 
more essential necessities.  More patients will end up on the health center’s sliding fee scale and many may end up 
with coverage that does not cover preventive services.   
 
Detailed Summary: Medicaid 
Medicaid Expansion 
Under the GOP proposal, the Medicaid Expansion would be repealed in its current form.  Currently, the state of 
California receives approximately 50% FMAP for the traditional Medicaid population (disabled, elderly, children) and 
a 95% FMAP for the Medicaid Expansion population, which is set to ratchet down to 90% FMAP by 2020. Under the 
GOP proposal, at some point in the future the FMAP for the newly enrolled Medicaid Expansion population would 
drop to the traditional 50% FMAP.  Non-expansion states will be eligible to receive additional resources for safety-
net providers during the interim period.   
 
Medicaid Program Reform: Per Capita Cap or Block Grant 
The GOP proposal will transition state Medicaid funding to either a per capita cap or a block grant or global waiver, 
depending upon the state’s choice.   
 
Under a per capita cap, each major beneficiary category – aged, blind, and disabled, children, and adults – will be 
assigned a per capita allotment, determined by the state’s average Medicaid spending in a base year, grown by an 
inflationary index.  The per capita allotment for each beneficiary category, multiplied by the number of enrollees in 
each category, will determine the federal spend.  Some federal payments, no details provided, will be excluded from 
the allotment.   
 
Under a Medicaid block grant or global waiver, the amount of federal funding would be determined using a base 
year and will assume that states rescind the Medicaid expansion.  States will have flexibility in how Medicaid funds 
are spent, but would be required to provide required services to mandatory populations, including elderly and 
disabled.   
 
Under this plan, disproportionate share hospital (DSH) cuts under the ACA will be repealed.  
 
Analysis: Medicaid 
The plan dismantles the Medicaid Entitlement Program we know today, and instead will give states limited resources 
to create their own programs, without many of the current federal requirements.  Rolling back the enhanced 
matching rate for the Medicaid Expansion population will force California to face an additional $10 billion cost to the 
General Fund, if we elect to keep Medicaid Expansion adults covered.  It is unlikely the Brown Administration will 
elect to absorb such a high cost, and the 5 million additional people covered through Medi-Cal in California will be 
looking at tax credits and health savings accounts.  
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The funding basis of the program moving forward is a choice between per capita caps, drawn down at a 50% FMAP, 
a block grant or a global waiver.  California has historically been a low-cost Medicaid program on a per-capita basis, 
so California’s per-capita cap is likely to be much lower than other states.  
 
There are no mentions of health centers in this document.  Safety net providers are mentioned as receiving extra 
resources in states that did not expand Medicaid for the transition time period before per capita cap/ block grant/ 
global waivers are enacted.  DSH cuts enacted in the ACA under the auspices of increased coverage and a push 
towards prevention, are reinstated, likely because hospitals predict higher levels of uninsured individuals in their 
emergency rooms.  
 
State Innovation Grants for High Risk Pools 
The GOP proposal included a proposal for State Innovation Grants (amount of money unknown), which are created 
as an alternative to High Risk Pools.  Rather than using these federal funds for a separate pooling mechanism (as 
funds were used for High Risk Pools prior to the ACA), states can use State Innovation Grants to do a variety of 
different projects, including: 

 Cut out-of-pocket costs, or further subsidize premiums and deductibles;  

 Lower the cost of providing care to high utilization patients, 

 Stabilize individual and small group markets, 

 Promote access to preventative services,  

 Promote participation in private health care plans, or 

 Fund a high risk pool.    
 

Analysis: State Innovation Grant 
The State Innovation Grants outlined in the GOP proposal do not appear to address legitimate concerns about high-
risk, high cost patients who benefited most from ‘guaranteed issue’ under the ACA.  While states can use these 
grants for high risk pools, they can also use these grants for any number of other ‘innovative’ projects, all of which 
were the ‘law of the land’ under the ACA.  In essence, these appear to be giving states a little bit of money to keep 
whatever element of the ACA they deem most popular or most beneficial – whether its low cost preventive care, 
health home programs, or out of pocket subsidies. 
 
This plan completely ignores the very real issues around high cost-high utilizing patients with pre-existing conditions, 
except through giving states the ‘option’ to use their innovation money for high risk pools.  If a state decides not to 
use their innovation grant in that way, there is no other guidance or other proposals about how to deal with the 
catastrophically ill population.   
 


