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Date of Hearing:  August 3, 2022 

ASSEMBLY COMMITTEE ON APPROPRIATIONS 

Chris Holden, Chair 

SB 944 (Pan) – As Introduced February 8, 2022 

Policy Committee: Health    Vote: 13 - 2 

      

      

Urgency:  No State Mandated Local Program:  No Reimbursable:  No 

SUMMARY: 

This bill requires the California Health Benefit Exchange (Covered California) to implement 

specified options for increasing health care affordability, including affordability assistance to 

reduce copays, coinsurance, and maximum out-of-pocket (OOP) costs, and to eliminate 

deductibles for all benefits.  This bill specifies the actuarial value (AV) of cost sharing assistance 

based on the income level of an enrollee and requires Covered California to adopt standard 

benefit designs consistent with these specifications. 

Specifically, this bill:  

1) Requires Covered California to reduce cost sharing, including copays, coinsurance, and 

maximum OOP costs and to eliminate deductibles for all benefits. 

2) Specifies the cost-sharing assistance Covered California provides to an enrollee must be 

based on the enrollee’s income level with respect to the federal poverty level (FPL), as 

shown in the table below: 

 

Income Level  Actuarial Value  

<200% FPL ≥94%  

200% - 300% FPL ≥90% and scaled to income* 

301% - 400%  ≥85% and scaled to income* 

>400% FPL  ≤ 80%, depending on available funding  

 

*Scaled to income means an enrollee with the lowest income receives the most help. 

3) Requires Covered California to adopt standard benefit designs consistent with this bill. 

4) States the intent of the Legislature that the affordability assistance maximize federal 

assistance and be in addition to that assistance. 

FISCAL EFFECT: 

Covered California, in its January 2022 report, “Bringing Care Within Reach,” reports the 

consulting firm Milliman estimated potential costs for a similar subsidy structure between $475 

million and $626 million annually (Health Care Affordability Reserve Fund).  The Milliman 

estimate was based on 2021 enrollment; higher enrollment in 2022 would result in higher costs.  
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The 2022 budget appropriates $304 million of the Health Care Affordability Reserve Fund for 

the purpose of supporting the state premium assistance subsidy program established in Title 25 

of the Government Code.  The budget bill provisional language directs Covered California to 

develop a program design to provide premium subsidies to consumers whose household income 

is less than or equal to 600% of the federal poverty level, and cap the required contribution at 

16% of household income.  

If federal premium assistance is extended and meets or exceed the $304 million appropriated in 

the budget bill, this bill will allow the appropriations to be used to fund a program of financial 

assistance pursuant to Title 25.  The alternate program is undefined and is expected to be 

negotiated between the Legislature and administration.  The language would allow for a cost 

sharing reduction assistance program if that is the course that is negotiated. 

 

COMMENTS: 

1) Purpose.  According to the author: 

Health insurance is only beneficial if people are able to use it to access 

primary, preventive, specialty, and acute care, when needed. This bill 

is needed to offset copayments and eliminate deductibles so that 

Californians can get the care that they need without the worry of 

prohibitive cost sharing that creates barriers and delays to accessing 

quality health care. 

2) The Federal Patient Protection and Affordable Care Act (ACA).  Enacted in March 

2010, the ACA provides the framework, policies and guidelines for comprehensive health 

care reform by the states.  The ACA prohibits insurers from denying coverage or charging 

higher premiums based on preexisting conditions, provides federal financial assistance in the 

form of an advance premium tax credit (APTC; an income-based tax credit that can be taken 

in advance of tax filing to lower monthly premiums) and cost sharing reductions (CSRs) for 

low- and middle-income people buying insurance in new health benefit exchanges such as 

Covered California.  

 

The ACA establishes tiers of coverage, named for metals, that vary by AV.  For example, 

bronze plans have an AV of 60%, and platinum plans have an AV of 90%. Members cover 

the remaining health care costs in the form of deductibles, copays and coinsurance, 

collectively referred to as member cost-sharing.  Plans with lower AV generally have lower 

monthly premiums but higher cost-sharing.  To purchase coverage through Covered 

California, an individual must meet federal eligibility requirements for citizenship or 

immigration status and state residency.  An eligible individual who does not have affordable 

coverage through an employer, Medicaid, Medicare or another qualifying program may 

receive income-based APTCs or CSRs, or both.  An enrollee’s required contribution toward 

their premium costs ranges from 0% to 8.5% of their income.  

 

The ACA also requires insurance carriers with certain products available through 

marketplaces such as Covered California to reduce cost sharing for consumers with incomes 

at or below 250% FPL ($32,200 for an individual and $66,250 for a family of four). 

Enrollees access these benefits through plans built on silver-level coverage.  For the lowest-
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income enrollees, CSR plans provide coverage near or above the platinum level for highly 

subsidized silver premium prices. 

  

3) Covered California.  Covered California, an independent public entity not affiliated with an 

agency or department, is governed by the Covered California Executive Board.  Covered 

California established a competitive process to select participating health insurance carriers 

and other contractors, and to make health insurance available to individuals and small 

businesses as authorized under the ACA.  

 

4) American Rescue Plan.  In 2021, the American Rescue Plan provided, through 2022, a 

significant increase in premium assistance by expanding eligibility for assistance and 

reducing enrollee premium contributions so that even an individual with income over 400% 

FPL does not have to exceed 8.5% of their income on health insurance premiums.  According 

to a report from Covered California, after implementation of the American Rescue Plan, 

more than half of households that enrolled through Covered California in 2021 had a $1 per 

member, per month premium, compared to only 11% of households with only ACA 

subsidies.  

 

In response to the availability of funds from the American Rescue Plan, the State Budget Act 

of 2021 (AB 128) and health omnibus trailer bill of that same year (AB 133) redirected 

$333.4 million that would have been spent on state premium subsidies to the new California 

Health Care Affordability Reserve Fund, to pay for affordability programs in Covered 

California, starting in the 2023 plan year.  Without federal action to extend American Rescue 

Plan subsidies beyond 2022, California will lose approximately $1.6 billion annually in 

enhanced premium assistance.   

 

Analysis Prepared by: Allegra Kim / APPR. / (916) 319-2081


