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Scenario Planning for Health Centers

Analyzing the Impact of Potential Policy Changes on Patient Volume and Health Center Revenues

Medicaid Coverage Losses Under a Federal Work Requirement

This analytic tool estimates the projected impact of a nationwide mandatory Medicaid work requirement covering the adult Medicaid patient
population ages 18-64 who receive care at community health centers (CHCs). The analysis focuses on working-age adults who are CHC
patients and who live in one of the 40 states and the District of Columbia that elected to implement the ACA Medicaid expansion to cover
additional low-income adults. The CHCs included in this analysis are those that receive federal grants under Section 330 of the Public Health
Service Act; the “look-alike” health centers are excluded.

Under H.R. 1, the House Budget Reconciliation bill as passed on May 22, 2025, Medicaid work requirements would take effect on January 1,
2027. The approach used to determine the total number of Medicaid adults in states that have implemented the ACA expansion, which is the
focus of the work requirement, was developed by the Urban Institute and is based on an analysis of the impact of two state-level Medicaid work
demonstration projects. The Urban Institute found that the percentage of people losing Medicaid coverage was approximately 36% where highly-
automated data matching and enrollment processes were in place. However, under Arkansas’s work demonstration, people who had to
manually report information lost coverage at far greater rates; 72% of people, virtually all of whom remained eligible based on either work or an
exemption, were disenrolled because they were unable to navigate the reporting process.

An additional consideration is what happens when, as under the House bill, people must report not only during eligibility periods but at the time of
initial enrollment. In Georgia, where the Pathways to Coverage Medicaid demonstration requires work reporting at the time of enrollment,
reporting complexity has caused enrollment to remain at less than 10 percent of the projected eligible population.
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According to data from the 2023 Uniform Data System (UDS) to which all health centers report annually, in ACA expansion states (40 states and the
District of Columbia) health centers serve approximately 7.7 million Medicaid-insured working-age adults. The data in this report will focus on losses in
these states, and non-expansion states are excluded. UDS provides data for ages 18-64 (rather than 19-64), however this difference has a minimal
impact onthe analysis.
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These charts illustrate the projected loss of revenue to CHCs as a result of the introduction of work requirements, which will require all working-age
adult beneficiaries to report either work or an exemption, both at the time of enrollment and throughout their coverage period. The charts show the range
of potential coverage losses depending on whether a state makes extensive use of automated reporting or mustrely heavily on manual reporting
(something thatmay increase if implementation is pushed up to an earlier date and states are given less time to transition to this new mandatory
system). Estimates utilize a normalized 2.5% increase in all payer mix collection rates over a four-year period.
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Total net income includes expected collections by patient category (Medicaid, Medicare, Private Insurance, and expected Section 330 grant funding),
normalized patient increases, and corresponding revenue/expense changes. Netincome declines as a result of lost patients multiplied by the historical
collections per capitafromthe respective payer category.

Health Center Patient Characteristics

Working-age adults enrolled in Medicaid and served by CHCs (8.8 million nationally across all states, 7.7 million in states that have adopted ACA
Medicaid expansion) differ significantly from the general working-age Medicaid population. National health center patient survey data show that health
center patients are more likely to: 1) be older; 2) be in poorer health, with serious chronic physical and mentalhealth conditions; 3) live in isolated rural
communities; and 4) include large numbers of highly vulnerable populations such as homeless adults and farmworkers, for whom navigating the
reporting requirements poses special problems. When they do work, patients may rely more heavily on sporadic employment in jobs (e.g., day labor,
house cleaning, babysitting) that are not linked to electronic reporting. Patients may also experience gaps in work for health reasons. These patients can
be expected to experience significantly greater difficulties navigating the reporting requirements, and automated reporting tied to electronic wage data
likely may work less wellbecause the health and social burdens they face limit their ability to engage inthe types of jobs tied to steady, electronic wage
data. Therefore, even if working or exempt, health center Medicaid patients may be more vulnerable to coverage loss.

Additional Considerations

Beyond the initial loss of coverage among Medicaid-enrolled patients when work requirements take effect, new requirements will affect patients and
health centers going forward. Patients newly applying for Medicaid will have to prove either work or exemption at thetime of application. Evidence from
Georgia’s ongoing Medicaid demonstration program indicates that reporting requirements linked to initial application have resulted in significant
enrollment failure. Of the 100,000 adults expected to enroll in the first year after the program launch, approximately 7,000, or just 7%, have actually
enrolled. This leaves approximately 93% of eligible working-age adults unenrolled due to an inability to supply substantiating documentation, or a
misunderstanding of the requirements. The results from Georgia suggest that upon implementation of the new requirements, health centers could
experience a significantly higher reductionin Medicaid coverage amongtheir working-age aduit patients.
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