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Summary and Analysis of McArthur Amendment to the American 

Health Care Act – April 20, 2017 

On Wednesday, April 19, 2017, House Republicans unofficially released the McArthur 
Amendment to amend the American Health Care Act (AHCA).  It is expected to be released in 
full text later this week. The amendment is their latest attempt to secure more votes for 
passage of their ACA repeal legislation (aka the AHCA).  
 
Short and Simple: This amendment would not make the American Health Care Act any better, in 
fact, these changes would make it much worse.  If the AHCA is enacted with this amendment it 
would be devastating for California.  
 

Summary  

The MacArthur Amendment would maintain the Essential Health Benefits as the federal standard for 

private plans and maintain the following provisions of the AHCA:  

o Prohibition on denying coverage due to preexisting medical conditions;  

o Prohibition on discrimination based on gender;  

o Guaranteed issue of coverage to all applicants;  

o Guaranteed renewability of coverage;  

o Coverage of dependents on parents’ plan up to age 26;  

o Community Rating Rules, except for limited waivers.  
 
However, the amendment would allow states the ability to waive two critical elements: Essential Health 
Benefits and Community Rating.  
 
Under this amendment, States could seek Limited Waivers for Essential Health Benefits and Community 
rating rules.  Community rating is the policy to set one premium for the entire community of people 
buying coverage, rather than individual by individual. Community rating has had the practical effect of 
driving down premiums for sick people.  Under the McArthur Amendment a few categories would be 
exempt from community rating waivers, including:  

 Gender  

 Age  

o Except for the age ratio change already included in the AHCA, which will allow insurers 
to charge older invdividuals up to 5 times as much for coverage (the ACA limited the 
ratio to 3:1) 

 Health Status (Pre-existing conditions) 
 

o Unless the state has established a high-risk pool or participates in a federal high-risk 
pool 
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In order for states to receive a Limited Waiver, they must attest that the purpose of their requested 
waiver is to reduce premium costs, increase the number of persons with healthcare coverage, or 
advance another benefit to the public interest in the state, including the guarantee of coverage for 
persons with pre-existing medical conditions. Limited Waivers would be approved within 90 days of the 
Secretary determining that an application is complete. 
 
IMPACT 
California is unlikely to elect to waive Essential Health Benefits or Community Rating, so patients and our 
delivery system will probably not feel the consequences of this amendment. However, the balance of 
the AHCA, which we have vigorously opposed, would remain in place if this amendment were adopted.  
 
Summary of AHCA Provisions 

 Converts the Medicaid Entitlement program to a per capita cap formula for states  
 Grows the Medicaid per capita cap for states by a small inflation index (far smaller than the 

anticipated growth of the program) 
 Rolls back the enhanced match for Medicaid expansion after December 31, 2019.  
 Tightens eligibility requirements for Medicaid after December 31, 2019, including provisions 

that require states to re-evaluate eligibility every 6 months, and removes the 5% income 
disregard used to prevent “churning” in and out of coverage for those whose incomes fluctuate 
on a month to month basis.   

 Prohibits Medicaid and other federal funding to go to Planned Parenthood for one year. The one 
year funding, estimated to be $422 million, will be reallocated to Federally Qualified Health 
Centers.  

 Repeals the employer and individual mandates. Replaces the individual mandate with a 30% 
penalty for consumers when they reenroll after a lapse in coverage of 63 or more days, including 
those with pre-existing conditions. 

 Repeals the Prevention and Public Health Fund.  
 Repeals the Disproportionate Share Hospital (DSH) program cuts for non-expansion states 

immediately and for expansion states in 2020.  
 Removes the enhanced match rate for Children’s Health Insurance Program (CHIP).  
 Repeals essential health benefit requirement for Medicaid plans, including maternity care and 

preventive services, starting after December 31, 2019.  
 Allows insurers to charge up to 5 times as much for policies for older individuals (ACA says no 

more than 3 times as much) or allows states to set their own ratios.  
 Provides $100 billion over 10 years to help states deal with very ill residents (establish high-risk 

pools) and stabilize insurance markets.  
 Repeals exchange subsidies and replaces them with tax credits that vary by age and are phased 

out at certain income levels. Individuals cannot use tax credits to buy insurance that covers 
abortions but they can purchase separate policies out of pocket.  

 Raises the limits on contributions to health savings accounts.  
 

Provisions kept from ACA (except as allowed to be waived by states by the McArthur amendment) 
 Maintains guarantee of coverage for pre-existing conditions, but applies lapse in coverage 

penalties that apply to everyone.  
 Allows individuals to stay on their parents’ insurance until 26 years of age.  
 Keeps the requirement that plans cannot set annual or lifetime limits on essential health 

benefits. 
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 Keeps the ACA’s essential health benefits requirements for private insurance plans, but does 
remove actuarial value requirements and the 3-to-1 ratio for premium variation, and replaces 
with a 5-to-1 premium variation.  

 
 
 
 


