
 

Center for Civil Justice   320 South Washington 2nd Floor, Saginaw, Michigan 48607  Phone 989-755-3120 
 

 

 

 

 

 

 

Medicaid in Michigan Under the Affordable Care Act (Effective January 1, 2014) 
This is a general overview of the basics.  

For more detailed information visit healthcare.gov or call 1-800-318-2596 (TTY users: 1-855-889-4325). 
 

Will Medicaid be changing even if the expansion does not go into effect? 
 

Yes.  For many Medicaid applicants and recipients, the “methodology” used to calculate their 

income for purposes of determining their Medicaid eligibility will be changing, even if Medicaid is 

not expanded, and there will be new income limits for some Medicaid eligibility categories.  
 

The new methodology is called MAGI (Modified Adjusted Gross Income) methodology.  
 

In addition, beginning October 1, 2014, people will be able to apply for Medicaid by filling out the 

simplified Marketplace application for coverage and for help paying for coverage.  (See 

healthcare.gov and the CCJ flyer about the Healthcare Marketplace for more information about the 

simplified application.)   People who would benefit from receiving Medicaid based on disability or 

senior status (age 65 or older) will have to fill out additional paperwork if they apply using the 

Marketplace application form. 
 

Important note:  The Marketplace application form cannot be used to get Medicaid for months 

prior to January 2014.   
 

How does “income eligibility” for Medicaid work? 
 

Income eligibility is based on a person’s household size (sometimes called group or family size) and 

what is currently called their “budgeted” income.  Note that each individual applying for Medicaid 

has his or her own “household.”  People who are related and live together may have different 

households for purposes of Medicaid eligibility. 
 

Income limits are set for each Medicaid eligibility category and for each household size.  Beginning 

January 1, 2014, the income limits will change slightly for each category and will be based on a 

certain percentage of the federal poverty level, so that they will increase each year as the poverty 

level increases.   In addition, instead of budgeted income, eligibility will be based on Modified 

Adjusted Gross Income or MAGI.  MAGI is explained below. 
 

Who will the new MAGI methodology apply to? 
 

MAGI methodology will apply to children under age 19, pregnant or postpartum women, adults 

under age 21, and parents or “caretaker relatives” parenting a minor child in their home.  It also 

will apply to the expansion group if expansion occurs. 



2 
 

                      

 

MAGI methodology will also be used for premium tax credits and cost sharing subsidies for private 

insurance in the Marketplace (see the separate flyer on the Marketplace). 
 

MAGI will not apply Medicaid eligibility based on disability, blindness, or “senior” status (age 65 

or older).  
 

Under MAGI methodology, who is a person’s “household”? 
 

Household composition determines the size of the household (which determines what income limit 

applies) and also whose income is counted. 
 

For purposes of Medicaid eligibility (but not for premium tax credits and cost sharing subsidies 

through the Marketplace), there are three different rules for determining household composition for 

Medicaid eligibility purposes. 
 

1.  The household for a Non-Dependent Tax Filer usually consists of:  

 the tax filer 

 his/her spouse 

 his/her tax dependents 

Exception:  If the tax filer cannot establish that a person reasonably can be expected to be the taxpayer’s 

tax dependent, the decision to include or exclude the purported tax dependent must be based on Rule 2. 
 

2.  The household for an individual claimed as a Dependent by someone else usually consists of 

the household of the tax filer claiming the individual as a tax dependent. 
 

Exception:  The individual’s group must be considered as Non-Filer/Non-Dependent (Rule #3 below) if:  

 the individual is not the spouse or a biological, adopted, or step child of the taxpayer 

claiming them; or  

 the individual is under the age of 19 (or under 21 if a full time student) and is living with 

both parents but the parents do not expect to file a joint tax return and the individual 

expects to be claimed by one parent as a tax dependent; or  

 the individual is under the age of 19 (or under 21 if a full time student) and expects to be 

claimed as a tax dependent by a non-custodial parent,  

To determine who is the non-custodial parent, the court order or binding separation, divorce, or 

custody agreement establishing physical custody controls. If there is no such order or agreement or 

in the event of a shared custody agreement, the custodial parent is the parent with whom the child 

spends most nights.)  
 

3. The household for Non-Dependent Non-Tax Filers, and for Dependents excluded from Rule 

#2, consists of the individual and the following people who live with the individual:  

 the individual’s spouse  

 the individual’s natural, adopted and step children under the age of 19 (or under the age of 

21 if a full time student)  
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 if the individual is a child (under the age of 19, or under 21 if a full time student), the 

individual's natural, adopted and step parents, and natural, adoptive and step siblings 

under the age of 19 (or under 21 if a full time student).  
 

How is household size determined? 
 

All of the people included in the household as determined under the rules above are counted.  In 

addition, for Medicaid (but not for the premium tax credits and cost sharing subsidies in the 

Marketplace), a pregnant woman will be counted as 2 people – or more if she is expecting a 

multiple birth.     
 

What is MAGI? 
 

MAGI is adjusted gross income (income taxed by the federal government, minus certain 

adjustments allowed for tax purposes), plus tax exempt Social Security benefits, interest, and 

foreign earned income.     
 

What income currently counted in Medicaid will not count as MAGI? 
 

Common types of income that will not count as MAGI include: 

 workers compensation 

 child support (currently counted as the child’s income)  

 veteran’s benefits 

 gifts and inheritances 

 SSI 

 TANF-funded FIP benefits 
 

Whose income will be counted? 
 

The income of everyone in the household. 
 

What current deductions or disregards will be eliminated in MAGI? 
 

Currently, some childcare costs and standard earned income disregards are applied.  They will not 

apply in the MAGI methodology. 
 

What new deductions will be applied? 
 

Some of the deductions that will be applied but are not currently taken into account include: 

 contributions to retirement accounts and health savings accounts 

 alimony paid out 

  job-related moving expenses 

 depreciation of capital expenses for self-employed individuals 

 

What about Medicaid expansion? 

The Medicaid expansion bill, which authorizes Medicaid eligibility for people with income below 

138% of the federal poverty level if certain federal waivers are granted, and appropriates the federal 
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funds available to pay for expansion, was signed by Governor Snyder on September 16, 2013.  

However, the law does not have immediate effect.  Thus, it appears likely that people will qualify 

for Medicaid under the expansion as of April 2014 at the earliest. 
 

What has to happen for the expansion to go into effect in 2014? 
 

The Department of Community Health (DCH) must obtain a waiver from the federal government 

to impose new cost sharing requirements on people who receive Medicaid under the new 

expansion (“expansion recipients”).  Cost sharing includes both contributions to new “accounts” set 

up for expansion recipients, and copays for services expansion recipients receive.1    
 

The required waiver would allow DCH to require monthly “contributions” to the new accounts to 

pay for “incurred health expenses.”  The contributions could come from any source and would not 

be required for the recipient’s first 6 months on Medicaid.  DCH must submit a plan to the 

legislature by June 2014 for action to be taken when people consistently fail to make required 

contributions.  The required monthly contribution equals the average monthly copays the recipient 

incurred in the previous 6 months (or perhaps a shorter or longer period).  However, for expansion 

recipients who have income above 100% of poverty level, the law says the required contributions 

must equal 2% of their income annually, with no contributions required in the person’s first 6 

months on Medicaid and the possibility of reductions based on healthy behaviors.  Copays also 

may be reduced for people who meet healthy behavior requirements, after their annual 

accumulated copays equal 2% of their income.  However, copays could be reduced to promote 

access to services that prevent the progression of chronic disease or complications related to chronic 

disease even if the person’s accumulated copays have not reached 2% of income.  An individual’s 

cost sharing (including both contributions and copays) cannot exceed 5% of their income.2  
 

What has to happen for the expansion to remain in effect after 2015? 
 

The state will have to request a separate waiver from the federal government by September 2015, 

that would require people who have income above 100% of the federal poverty level and have 

received Medicaid under the expansion for 48 months to either enroll in a private insurance plan 

through the Marketplace, or remain on Medicaid but be subject to higher cost sharing requirements 

(3.5% minimum to 7% maximum of income rather than the 2% / 5% amounts discussed above). 

This 48-month provision would not apply to people who are medically frail, such as people with 

disabilities, or to those who are eligible for Medicaid under non-expansion categories.  
 

If this waiver is not obtained, DCH must notify expansion recipients in January 2016 that their 

eligibility will end April 30, 2016.  

                                                           
1 Many other provisions related to the expansion and the waiver are not covered in this overview. 
2
 In addition to these individual cost sharing requirements, the state must establish an overall copay structure to 

encourage use of high value services. 


