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SENATE THIRD READING 

SB 944 (Pan) 

As Amended  August 22, 2022 

Majority vote 

SUMMARY 

Requires the California Health Benefit Exchange (the Exchange or Covered California) to 

implement options for providing health care affordability assistance to reduce cost sharing, 

including copays, coinsurance, and maximum out-of-pocket (OOP) costs, if specified enhanced 

federal premium subsidies are available for the 2023 and 2024 calendar years, and to eliminate 

deductibles for all benefits to the extent feasible.  Requires Covered California to provide 

financial assistance and other appropriate subsidies, if funded through an appropriation in the 

annual Budget Act or an amount otherwise appropriated by the Legislature.   

Major Provisions 
  

COMMENTS 

1) Patient Protection and Affordable Care Act (ACA). Enacted in March 2010, the ACA 

provides the framework, policies, regulations and guidelines for the implementation of 

comprehensive health care reform by the states. The ACA expands access to quality, 

affordable insurance and health care. As of January 1, 2014, insurers are no longer able to 

deny coverage or charge higher premiums based on preexisting conditions (under rules 

referred to as guaranteed issue and modified community rating, respectively). These aspects 

of the ACA, along with tax credits for low and middle income people buying insurance on 

their own in new health benefit exchanges, make it easier for people with preexisting 

conditions to gain insurance coverage. 

2) ACA subsidies. Under the ACA, qualified individuals are able to obtain financial assistance, 

also known as advanced premium tax credits (APTCs) and cost sharing reductions (CSRs) 

for health insurance purchased through an exchange. A person must be a citizen or lawfully 

present, must have qualifying income, and not be eligible for government programs or not 

have affordable coverage through an employer (which is considered affordable for the 

employee only, not including dependents).  

In California, nearly 92%, or 1.64 million, of Covered California enrollees (1.8 consumers 

enrolled in 2022) receive federal premium subsidies. ACA tax credits are available in 

advance, based on income information provided to Covered California, household size, age, 

and the cost of coverage in the area where individuals live. APTCs are reconciled based on 

actual income when a person files income taxes. Eligibility under the ACA is calculated by 

the household modified adjusted gross income which is governed by the Internal Revenue 

Service, Medicaid, and Treasury regulations. In addition to APTC, low-income enrollees 

(those with incomes below 250% of the federal poverty level (FPL)) qualify for additional 

subsidies that reduce OOP costs, including deductibles and copayments. Under the initial 

years of the ACA, the federal government provided funding for CSRs for insurers in Covered 

California to offer various "enhanced" silver plan options to households with incomes 

between 100% and 250% of the FPL. These plans are often referred to by the average percent 

of a member's health care costs that the plan pays. For example, on average, a Silver 94 plan 
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pays 94% of member health care costs. Plans with higher numbers, which have a lower 

income threshold for enrollment, are considered more generous because the consumer pays 

lower OOP costs. CSR plans significantly reduce OOP costs at the point of care. For 

example, in Covered California's 2022 Silver 70 plan design, a primary care office visit costs 

$35, but in a Silver 94 plan the same visit costs $5. In 2017, the federal government stopped 

providing funding for CSRs but did not remove the requirement for insurers to offer 

enhanced silver plans that included CSRs. In order to accommodate the increased cost of 

silver plans, insurers raised premiums for silver plans.  

3) Affordability Challenges. Kaiser Health News reported on an analysis of government data 

that estimates that 9% of adults, or roughly 23 million people, owe more than $250 due to 

health costs. About half of those reporting significant medical debt owe more than $2,000. A 

small share (representing about 1% of all adults) owes more than $10,000, and the group 

accounts for the vast majority of all medical debt owed by people in the United States. Health 

plans use cost-sharing (deductibles, copayments, and coinsurance) as incentives for enrollees 

to use services efficiently and to shop for lower cost options when they do need care. Cost-

sharing that is too high, however, can discourage enrollees from getting the care that they 

need or drive them into financial distress and even bankruptcy. On the contrary, enrollees in 

private health insurance plans may have to pay thousands of dollars to meet plan deductibles, 

coinsurance and copayments.  

According to Covered California, evidence suggests that most individuals accrue their total 

OOP costs for the year in just one or two health encounters, which could create significant 

financial issues for lower income enrollees. The federal CSRs significantly increases the 

generosity of silver plans for marketplace enrollees at the lowest income levels, but there is 

little to no cost-sharing support for those with incomes over 200% of the FPL. While 

individuals with incomes between 200 and 250% of the FPL do qualify for Silver 73 CSR 

plans, these benefit designs are nearly identical to the standard Silver 70 plan and offer little 

cost-sharing support. In addition, while federally defined maximum OOP limits provide 

important financial protection for enrollees who need high-cost care like inpatient 

hospitalization and specialty drugs, those limits remain high as a percentage of income for 

groups who receive little to no federal cost-sharing support. 

4) State Subsidies. SB 78 (Budget and Fiscal Review Committee), Chapter 38, Statutes of 2019, 

establishes the Individual Market Assistance program until January 2023, and provides for 

California subsidies in addition to ACA subsidies. The budget appropriated $428,629,000 for 

plan year 2020 for state premium subsidies for consumers at or below 138% FPL and above 

200 and at or below 600% FPL. To receive state subsidies, individuals must purchase 

coverage through Covered California and otherwise meet eligibility requirements for federal 

premium subsidies, except for those with incomes at 400 to 600% FPL. SB 78 also includes a 

state individual mandate and penalty that would closely mirror the federal structure that was 

in place prior to the penalty being zeroed out by Congress in 2017.  

5) American Rescue Plan (ARP). In 2021, the federal ARP significantly increases and expands 

federal premium assistance for marketplace enrollees nationwide for 2021 and 2022. Among 

its many provisions, the ARP lowered required premium contributions for marketplace 

enrollees earning less than 400% of the FPL and expanded premium subsidies to individuals 

earning more than 400% of the FPL, so that no subsidy-eligible marketplace enrollee has to 

spend more than 8.5% of their income on a benchmark plan. In addition, no individual with 
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income below 150% of the FPL, or any individual that receives unemployment insurance 

payments at any point in 2021, will pay any premiums at all for silver level coverage.  

For Covered California enrollees, average household subsidies increased by more than $100 

per month, bringing the average monthly premium subsidy to $704 and the average 

household net premium to $109. Notably, more than half of households that enrolled through 

Covered California in 2021 had a $1 per member, per month premium after implementation 

of the ARP, compared to only 11 % of households with only ACA subsidies. While the ARP 

made significant increases in support for consumers' premiums, it did not increase cost-

sharing support to lower consumers' OOP costs.  

6) State response to the ARP (AB 133 (Budget Committee), Chapter 143, Statutes of 2021). As a 

result of the more generous subsidies provided by the ARP, the three-year state premium 

subsidy program implemented by the 2019 Budget Act was absorbed by the new federal 

subsidies. The state subsidy program was designed to limit individuals between 400 and 

600% of the FPL to spending between 9.68% and 18% of income on premiums. Because the 

ARP caps premiums at 8.5% for all income levels, no state premium subsidy is necessary to 

reach the required contribution levels included in the state premium subsidy design. As a 

result, the 2021 Budget Act reverted General Fund expenditure authority of $405.6 million in 

2021-22 to reflect savings in the state subsidy program resulting from the more generous 

federal premium subsidies. California's 2021-22 state budget and health omnibus trailer bill 

(AB 133) redirected $333.4 million from California's General Fund that would have been 

spent on state premium subsidies (and established in the 2019 Budget) to a newly established 

California Health Care Affordability Reserve Fund. The fund would be used for affordability 

programs operated by Covered California starting in the plan year 2023. AB 133 also 

required Covered California to report on options for using the fund to reduce OOP costs for 

consumers.  

7) AB 133 Report. In January 2022, Covered California released its AB 133 Report, titled 

"Bringing Care Within Reach – Promoting California Marketplace Affordability and 

Improving Access to Care in 2023 and Beyond." The report included options for use by 

policy makers under three potential scenarios:  

a) ARP premium subsidies expire after 2022; 

b) ARP premium subsidies are extended with federal cost sharing support; and,  

c) ARP premium subsidies are extended without federal cost-sharing support.  

In general, the AB 133 Report focuses on scenarios two and three in which the ARP 

premium subsidies are extended with or without federal cost-sharing support, respectively. 

The AB 133 Report acknowledges that if ARP subsidies are not extended after this year, the 

loss of $1.6 billion in federal premium support would require the state to consider revisiting 

its investment in state premium subsidies to mitigate a drastic increase in consumer costs and 

a significant drop in affordability and uptake of coverage in the Exchange. The Legislative 

Analyst's Office (LAO) brief additionally raises this as a policy issue for the Legislature. 

8) Recent Federal and State Action. The Inflation Reduction Act includes extending additional 

ACA subsidy assistance that are set to expire at the end of this year.  Additionally, the state's 

Budget Act of 2022 includes $304M for the California Premium Subsidy Program that 
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provides that if federal premium subsidies are available for the 2023 calendar year, then the 

appropriation may be used to fund a program of financial assistance and program designed 

adopted by Covered California.   

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. 

Arguments in Support 

Health Access California (HAC), sponsor of this bill, writes that rising co-pays and deductibles 

remain a major barrier to care, and this bill will ensure that Californians can afford to use their 

coverage to get care when needed. Many Covered California enrollees in the subsidized Silver 

plan currently face deductibles of $3,700, a figure that is set to go up to over $4,750 in 2023 if no 

action is taken. According to HAC, lower-income Californians may have lower cost sharing, but 

that still takes a significant percentage of their income and assets. For example, those making up 

to $2,600 per month face deductibles amounting to almost two month's income if they are 

enrolled in standard Silver plans. Few low and middle-income households have the liquid assets 

required to pay for these deductibles when they need inpatient care. Meanwhile, co-pays for 

basic primary care visits will rise to $45 for many enrollees. In order to help the 60% of 

Californians report feeling worried about OOP costs when using health insurance, state 

policymakers can and should direct subsidies to eliminate deductibles and lower cost-sharing. 

Californians are not merely concerned about OOP costs, they are delaying care, and delayed care 

means worsening health. 

Arguments in Support if Amended 

The California Association of Health Plans (CAHP) states that ongoing financial assistance 

under the ARP is not guaranteed. The CSR options developed by Covered California anticipate 

that the pending Build Back Better Act would pass Congress and that enhanced federal subsidies 

would continue beyond the end of 2022. Covered California recently announced that if the ARP 

subsidies are not reauthorized by Congress, many Californians will face significant cost 

increases, potentially pricing many out of coverage. According to CAHP, this bill is not 

contingent on continued federal funding. The CSR program envisioned by this bill is estimated 

to cost over $600 million dollars annually. This figure is approximately double the amount of 

state funding potentially available for this purpose. CAHP writes that there is no language 

addressing the potential evaporation of federal funding. If continued federal funds are not 

forthcoming California could be in the position of mitigating the loss of membership rather than 

using it to implement a new CSR program. According to CAHP, CSR programs can be very 

complex to administer, and the changes involved represent a significant operational lift. Timing 

is particularly crucial and problematic and health plans need adequate lead time to create benefit 

plans with new share-of-cost variations.  

Arguments in Opposition 
The Department of Finance is opposed to this bill as it creates significant costs not accounted for 

in the Administration's spending plan. 

FISCAL COMMENTS 

According to the Assembly Appropriations Committee: 
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1) 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.  

2) 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.  

3) 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. 

VOTES 

SENATE FLOOR:  27-8-5 
YES:  Allen, Atkins, Becker, Bradford, Cortese, Dodd, Durazo, Eggman, Glazer, Gonzalez, 

Hueso, Hurtado, Kamlager, Laird, Leyva, Limón, McGuire, Newman, Pan, Portantino, Roth, 

Rubio, Skinner, Stern, Umberg, Wieckowski, Wiener 

NO:  Bates, Borgeas, Dahle, Grove, Jones, Melendez, Nielsen, Wilk 

ABS, ABST OR NV:  Archuleta, Caballero, Hertzberg, Min, Ochoa Bogh 

 

ASM HEALTH:  13-2-0 
YES:  Wood, Waldron, Aguiar-Curry, Arambula, Carrillo, Maienschein, Mayes, McCarty, 

Nazarian, Luz Rivas, Rodriguez, Santiago, Akilah Weber 

NO:  Bigelow, Flora 

 

ASM APPROPRIATIONS:  12-4-0 
YES:  Holden, Bryan, Calderon, Arambula, Mike Fong, Gabriel, Eduardo Garcia, Levine, Quirk, 

Robert Rivas, Akilah Weber, McCarty 

NO:  Bigelow, Megan Dahle, Davies, Fong 

 

UPDATED 

VERSION: August 22, 2022 

CONSULTANT:  Kristene Mapile / HEALTH / (916) 319-2097   FN: 0003828 




