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Overview of the ACA Medicaid Expansion

The primary goals ofthe Patient Protectionand Affordable
Care Act (ACA; P.L.111-148, as amended)are to increase
access to affordable health insurance for the uninsured and
to make health insurance more affordable for thosealready
covered. The ACA Medicaid expansionis one of the major
insurance coverageprovisions included in the law.

Supreme Court Decision

As enacted, the ACA Medicaid expansionwas a mandatory
expansion of Medicaid eligibility to non-elderly adults with
incomes up to 133% of the federal poverty level (FPL).
However, on June 28,2012, in National Federation of
Independent Business v. Sebelius, the U.S. Supreme Court
found thatthe federal governmentcould notwithhold
payment fora state’s entire Medicaid programfor failure to
implement the ACA Medicaid expansion. Instead, the
federalgovernment could withhold only funding for the
ACA Medicaid expansion ifastate did notimplement the
expansion, which effectively made the expansion optional.

Afterthe Supreme Court ruling, the Centers for Medicare &
Medicaid Services (CMS) issued guidance specifying that
states have nodeadline for deciding when to implement the
ACA Medicaid expansion. Theguidance also stated that
statesopting to implement the ACA Medicaid expansion
may end the expansionat anytime. In addition, CMS issued
guidancespecifyingthatstates were not able to receive the
enhanced federal matching rates for the expansionwith a
partial Medicaid expansion (i.e., covering expansion adults
up to an income level lowerthan 133% of FPL).
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Source: Congressional Research Service.
Note: ACA = Patient Protection and Affordable Care Act.

States’ Decisions

Since January 1, 2014, states havehadthe optionto extend
Medicaid coverage to most non-elderly adults with income
up to 133% of FPL. Twenty-five states (includingthe

District of Columbia) implemented the ACA Medicaid
expansion at that time. Since then, the following 12 states
have implemented the expansion: Michigan (April 1, 2014),
New Hampshire (July 1,2014), Pennsylvania (January 1,
2015), Indiana (February 1, 2015), Alaska (September 1,
2015), Montana (January 1, 2016), Louisiana (July 1,
2016), Virginia (January 1,2019), Maine (January 10,
2019), Idaho (January 1,2020), Utah (January 1, 2020), and
Nebraska (October 1, 2020). (See Figure 1.)

Oklahoma and Missouriapproved ballot initiatives in June
2020 and August 2020, respectively, to implement the
expansion. Both states are supposed to begin coverage of
the ACA Medicaid expansionon July 1,2021. However,
the Missouriimplementation ofthe expansionis uncertain,
because the General Assembly adopted an operating budget
that does not include funding for the Medicaid expansion
and the governor has withdrawna state plan amendment to
implement the Medicaid expansion. Litigation about the
Medicaid expansion in Missouriis pending.

ACA Medicaid Expansion Coverage
Most states implementing the ACA Medicaid expansion
have done sothrough an expansion of their existing
Medicaid programs. However, individuals covered under
the ACA Medicaid expansionare required to receive
alternative benefit plan (ABP) coverage, which is a
Medicaid benefit structure that has different requirements
than the traditional Medicaid benefits. (See CRS Report
R45412, Medicaid Alternative BenefitPlan Coverage:
Frequently Asked Questions.)

Some states operatetheir expansions through Section 1115
waivers, underwhich the Secretary of Health and Human
Services may authorize a stateto conduct experimental,
pilot, or demonstration projects that are likely to assist in
promoting the objectives of Medicaid. The waivers for
these states vary significantly. There are currently a few
common provisions in several states, such as (1) premiums
and/or monthly contributions on enrollees with income
above 100% of FPL; (2) healthy behavior incentives; (3)
waivers ofthe requirementto provide coverage of
nonemergency medical transportation; and (4)
disenrollment or lock-out provisions. Arkansas has a waiver
providing premiumassistance for Medicaid enrollees to
purchase private health insurance through the health
insurance exchanges.

Financing of the Expansion

The federalgovernment’s share of most Medicaid
expendituresis determined accordingto the federal medical
assistance percentage (FMAP) rate; exceptions to the
regular FMAP rate have been made for certain states,
situations, populations, providers, andservices. There are
two FMAP exceptions for the ACA Medicaid expansion:
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(1) the newlyeligible matching rate for individuals newly
eligible for Medicaid through the expansion and (2) the
expansion state matching rate for individuals in the
expansion populationwho were eligible for Medicaid at the
time the ACA was enacted.

Initially, these matching rates varied, and the newly eligible
matching rate was higher than the expansion state matching
rate. Since 2019, the two matching rates havebeenthesame
(i.e., 93% in 2019 and 90% in 2020 and subsequent years).
Under these matching rates, the federal government’s share
of Medicaid expenditures is significantly higher than under
states’ regular FM AP rates.

Enrollment and Expenditures

The ACA Medicaid expansion has significantly increased
Medicaid enrollment and federal Medicaid expenditures. In
FY2018, an estimated 12.2 million individuals were newly
eligible for Medicaid through the ACA Medicaid expansion
(i.e., expansionadults) and total Medicaid expenditures for
the expansionadults were an estimated $74.2 billion.

Between FY2014 and FY2015, the average perenrollee
costs forexpansion adults is projected to haveincreased
from $5,511 to $6,365 (see Figure 2). States originally
included adjustments to expansion adult per enrollee costs
to account for pent-up demand, adverse selection, and
expected higher health care needs. Perenrollee costs are
projected tohavedroppedto $5,959 in FY2016 and to
$5,669 in FY2017, as the effects of pent-up demand were
expected to end and evidence showed the actual average
costs forexpansion enrollees were lower than anticipated.

Figure 2. Projected ACA Medicaid Expansion and
Non-expansion Adult Per Enrollee Costs
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Figure 2 showsthe projected perenrollee costs for
expansion adults initially were higher thanthe projected per
enrollee costs for non-expansion adults. These costs were
projected to havebeenalmostthe same in FY2017.

Non-expansion States

Thereis agap in federally subsidized health carecoverage
in states that have notimplemented the ACA Medicaid
expansion (i.e., non-expansionstates). Subsidized coverage
underthe exchanges begins at 100% of FPL becausethe
ACA was structured with Medicaid coverage being
provided foradults with the lowest incomes. However, with
the Supreme Court decision making the Medicaid
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expansion effectively optional for states, notall low-incone
individuals are eligible for Medicaid in the non-expansion
states.

In non-expansion states, Medicaid income eligibility for
parents varies by state, ranging fromup to 18% of FPL in
Alabamato up to 100% of FPL in Wisconsin. In 11 of the
12 non-expansionstates, adults without dependentchildren
are noteligible for Medicaid. Wisconsin is the onenon-
expansion state that provides Medicaid coverage ofadults
without dependent children; this coverage is provided upto
100% of FPL.

The Kaiser Family Foundation estimates that2.2 million
uninsured individuals fell into the coverage gapin 2019
(see Table 1). The individuals in the coverage gap from
Texas and Florida togetheraccounted for more than half of
all the individuals in the coverage gap in 2019.

Table I. Uninsured Adults in Non-expansion States in
the Coverage Gap in 2019

Percentage of Total
Number of

Number of Individuals in the

State Individuals Coverage Gap
Texas 771,000 352%
Florida 415,000 19.0%
Georgia 269,000 12.3%
North Carolina 212,000 9.7%
Alabama 127,000 5.8%
Tennessee 118,000 54%
South Carolina 105,000 48%
Mississippi 102,000 4.7%
Kansas 45,000 2.1%
South Dakota 16,000 0.7%
Wyoming 7,000 0.3%
Wisconsin 0 0.0%

Source: Rachel Garfield, Kendal Orgera, and Anthony Damico, The
Coverage Gap: Uninsured Poor Adults in States That Do Not Expand
Medicaid, Kaiser Family Foundation, January 21,2021.

Section 9814 of the American RescuePlan Act (ARPA,;
P.L. 117-2) provides an incentiveto non-expansion states to
implement the ACA Medicaid expansion. Theincentiveis a
five-percentage-point increase to the regular FMAP rate for
statesthat implement the ACA Medicaid expansionafter
March 11,2021, foreight fiscal quarters.

Recent discussions focus on federal policy options for
closing the coverage gap. The President’s FY2022 budget
discusses extending federal “Medicaid-like” coverage for
individuals in the coverage gap in non-expansion states.

Alison Mitchell, Specialist in Health Care Financing
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Disclaimer

This document was prepared by the Congressional Research Service (CRS). CRS serves as nonpartisan shared staff to
congressional committees and Members of Congress. It operates solely at thebehest of and under thedirection of Congress.
Information ina CRS Report should not be relied uponfor purposes other than public understanding of information that has
been provided by CRS to Members of Congress in connection with CRS’s institutional role. CRS Reports, as a work ofthe
United States Government, are notsubject to copyright protection in the United States. Any CRS Report may be
reproducedand distributed in its entirety without permission fromCRS. However, as a CRS Report may include
copyrighted images or material froma third party, you may needto obtain the permission of the copyright holder if you
wish to copy or otherwise use copyrighted material.
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