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Date of Hearing:  June 28, 2022  

ASSEMBLY COMMITTEE ON HEALTH 

Jim Wood, Chair 

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

SENATE VOTE:  27-8 

SUBJECT:  California Health Benefit Exchange:  affordability assistance. 

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, and to 

eliminate deductibles for all benefits. Specifies the actuarial value (AV) of cost-sharing 

assistance based on the income level of an enrollee, and requires the Exchange to adopt standard 

benefit designs consistent with these specifications. Specifically, this bill:  

1) Requires the Exchange to reduce cost sharing, including copays, coinsurance, and maximum 

OOP costs, and to eliminate deductibles for all benefits. 

2) Prohibits the cost-sharing assistance provided to an enrollee with income under 200% of the 

federal poverty level (FPL) from having an AV of less than 94%. 

3) Requires the cost-sharing assistance provided to an enrollee with income between 200% and 

300% of the FPL to have an AV of at least 90% and to be scaled to income, with an enrollee 

at the lowest income receiving the most help. 

4) Requires the cost-sharing assistance provided to an enrollee with income between 301% and 

400% of the FPL to have an AV of at least 85% and to be scaled to income, with an enrollee 

at the lowest income receiving the most help. 

5) Allows, for an enrollee with income over 400% of the FPL, actuarial assistance to have an 

AV of as much as 80%, depending on available funding. 

6) Requires the Exchange to adopt standard benefit designs consistent with this bill. 

EXISTING LAW:   

1) Establishes the federal Patient Protection and Affordable Care Act (ACA), which enacts 

various health care coverage market reforms including the availability of health insurance 

exchanges, and federal financial assistance in the form of advanced premium tax credit 

(APTC) or cost sharing reductions (CSRs) to specified eligible individuals.  

 

2) Establishes, in state government, Covered California, as an independent public entity not 

affiliated with an agency or department, and requires the Exchange to compare and make 

available through selective contracting health insurance for individual and small business 

purchasers as authorized under the ACA. Specifies the powers and duties of the board 

governing the Exchange, and requires the board to facilitate the purchase of qualified health 

plans though the Exchange by qualified individuals and small employers.  
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3) Requires the board in 2) above to determine the criteria and process for eligibility, 

enrollment, and disenrollment of enrollees and potential enrollees in the Exchange and 

coordinate that process with state and local government entities administering other specified 

health care coverage programs, as specified. 

4) Requires health plans and health insurers providing health coverage in the individual and 

small group markets to cover, at a minimum, essential health benefits (EHBs), including the 

ten EHB benefit categories in the ACA, and consistent with California’s EHB benchmark 

plan, the Kaiser Foundation Health Plan Small Group HMO 30 plan (Kaiser benchmark), as 

specified in state law.  

5) Describes individual market to include health benefit plans defined as any individual health 

care service plan (health plan) contract that provides medical, hospital, and surgical benefits. 

Requires a health plan to fairly and affirmatively offer, market, and sell all of the health 

plan’s health benefit plans that are sold in the individual market for policy years on and after 

January 1, 2014, to all individuals and dependents in each service area in which the plan 

provides or arranges for the provision of health care services.  

6) Defines levels of coverage for the non-grandfathered individual and small group market as 

follows: 

a) Bronze level as the health plan contract to provide a level of coverage that is actuarially 

equivalent to 60% of the full AV of the benefits provided under the plan contract; 

b) Silver level to 70%, as specified; 

c) Gold level to 80%, as specified; and, 

d) Platinum level to 90%, as specified.  

7) Creates, until January 1, 2023, the Individual Market Assistance program, which authorizes 

the Exchange to provide health care coverage financial assistance to California residents with 

household incomes at or below 600% of the FPL, including advanced premium assistance 

subsidies.  

8) Requires the Exchange, in consultation with stakeholders and the Legislature, to develop 

options for providing CSR subsidies to reduce cost sharing for low- and middle-income 

Californians, and requires the Exchange to report the developed options on or before January 

1, 2022. Requires the options to include, among other things, options for all Covered 

California enrollees with income up to 400% of the FPL to reduce cost sharing, including 

copays, deductibles, coinsurance, and maximum OOP costs. 

FISCAL EFFECT:  According to the Senate Appropriations Committee, estimates a range of 

$475 million to $626 million, assuming the Option of AV 95/90/85/80 with no deductibles. The 

2023 benefit design and review is currently underway and would be tested in Summer 2022 to 

prepare for a launch in October 1, 2022. As such, staff assumes these costs would increase or be 

closer to the higher estimate. In addition, there would be anticipated and necessary changes to 

the California Healthcare. Eligibility, Enrollment and. Retention System, which staff estimates to 

be in the low millions. Automation changes would include the updated benefit design and 

whether enhanced subsidies should be included from the American Rescue Plan (General 

Fund/Federal Fund). 
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COMMENTS: 

1) PURPOSE OF THIS BILL.  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) BACKGROUND.   

a) 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. 

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

assistance, also known as APTCs and 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% 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 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.  
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c) 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.  

Furthermore, a Legislative Analyst’s Office February 2022 brief on health care access 

and affordability (LAO brief) notes that over the last several decades, health care costs 

have grown significantly. To a significant degree, this cost growth has been driven by 

growth in health care prices and that medical inflation in major California metro areas has 

far outpaced inflation for other goods and services in recent decades, reducing what 

Californians can afford to spend on these other goods and services. While other 

expenditures such as housing have a greater impact on California’s cost of living, 

Californians need to balance health care costs with these other expenditures. The LAO 

brief states that even with the APTCs and the CSRs established through the ACA, 

affordability remains an issue for low-income consumers and reports that households at 

various income levels who are enrolled in silver plans potentially can end up paying a 

high percentage of their annual income on health expenditures. For example, a family of 

four making about $40,000 per year and enrolled in an enhanced Silver 87 CSR plan 

could end up paying $5,700 out of pocket (over 14% of their income) over the course of a 

year and potentially within a much shorter period of time. A four-person household, 

making roughly $67,000 per year and enrolled in a standard Silver 70 plan (with no 

CSRs) could end up paying $16,400 (almost 24% of their income) in OOP costs over the 

course of a year.  

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. 

d) State Subsidies. SB 78 (Committee on Budget and Fiscal Review), 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 
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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.  

e) 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 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.  

f) State response to the ARP (AB 133 (Committee on Budget), 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.  

 

The Governor’s 2022 January Budget declared that the Administration will work with the 

Legislature, Covered California, and stakeholders on options to further improve 

affordability and access to health care coverage, while considering the role that potential 

federal legislation may play in determining the ongoing level of federal subsidies 

available through Covered California. 

 

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

“Bringing Care Within Reach – Promoting California Marketplace Affordability and 
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Improving Access to Care in 2023 and Beyond.” The report included options for use by 

policy makers under three potential scenarios:  

i) ARP premium subsidies expire after 2022; 

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

iii) 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 LAO brief additionally raises this as a policy issue for the 

Legislature. 

The AB 133 Report provides various options for CSR subsidies and estimates three levels 

of cost estimates for each option based on the level of plan switching that occurs due to 

changes in cost-sharing provisions. The AB 133 Report provides an illustration of seven 

options, four of which could be supported by the $333.4 million in California’s Health 

Care Affordability Reserve Fund, and three of which could be supported with additional 

federally-funded CSR subsidies, such as those contained in the federal Build Back Better 

Act and described below. The LAO brief discusses some issues for legislative 

consideration regarding potential changes in the amount of federal funding available to 

improve affordability. These issues include if ARP’s enhanced premium subsidies are not 

extended and the state took no action in response, this would result in a substantial 

increase in premium costs for Covered California enrollees.  

h) Federal Build Back Better Act. Pending federal legislation, the Build Back Better Act, 

would have permanently extended the generous federal premium subsidies implemented 

by the ARP and set to expire in the 2023 coverage year. Covered California estimates 

failure to extend the ARP subsidies would result in a loss of $1.6 billion annually in 

premium support to California consumers. In addition to the extension of premium 

subsidies, the Build Back Better Act also includes $10 billion annually for three years for 

states to implement programs to reduce consumer cost-sharing. While these funds would 

only be available for three years, passage of Build Back Better would represent a 

substantial investment in reducing deductibles, co-pays, and other cost-sharing support. 

This proposal is currently pending negotiations.  

 

3) 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 
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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.  

4) 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. Covered California must then be prepared to 

offer these new plans in time for 2023. Health plans offering coverage through Covered 

California will be filing their 2023 benefit plan designs with the Department of Managed 

Health Care no later than April 1st. CAHP writes that the compressed regulatory time frames 

involved, compared to legislative deadlines, call into question whether product design 

changes can reasonably be made by the beginning of open enrollment. CAHP has questions 

and raises concerns about the provision requiring the actuarial value of the cost-share 

reduction assistance to be “scaled to income.” To offer cost-share variations based on a 

sliding scale, health plans are interpreting this provision as requiring them to develop an 

innumerable number of new plans. Creating additional cost-share variants and sliding scales 

within for differing incomes would be very operationally complex. This could put upward 

pressure on rates and increase costs. CAHP requests clarification about the intent of this 

language. 

5) RELATED LEGISLATION.   

a) AB 2530 (Wood) requires Covered California, upon appropriation by the Legislature, to 

administer a program of financial assistance to help Californians obtain and maintain 

health benefits through the Exchange if they lose employer-provided health care coverage 

as a result of a labor dispute. Specifies that an individual who has lost minimum essential 

coverage from an employer or joint labor management trust fund as a result of a strike, 

lockout, or other labor dispute receive the same premium assistance and CSRs as an 

individual with a household income of 133% of the FPL, and not pay a deductible for any 

covered benefit. AB 2530 is pending in the Assembly Health Committee.  

b) AB 1878 is substantially similar to this bill and is pending in Senate Health Committee. 

c) SB 1473 (Pan) establishes an annual enrollment period for individual plans from 

November 1 of the preceding calendar year to January 31 of the benefit year. Specifies 

that the effective date of coverage for individual health benefit plans offered outside and 
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through the Exchange would be no later than January 1 of the benefit year for plan 

selection made from November 1 to December 31 of the preceding calendar year, 

inclusive, and would be no later than February 1 of the benefit year for plan selection 

made from January 1 to January 31 of the benefit year. SB 1473 is pending in Senate 

Health Committee.  

6) PREVIOUS LEGISLATION.  

a) AB 174 (Wood), Chapter 795, Statutes of 2019, requires the Covered California Board, 

until January 1, 2023, to develop and prepare biannual public reports for the purpose of 

informing the California Health and Human Services Agency, the Legislature, and the 

public about the enrollment process for the individual market assistance program. 

Requires the reports to contain specified information, including, among other things, the 

number of applications received for the program during the reporting period and the 

disposition of those applications. 

b) SB 1255 (Hernandez) of 2018 would have required Covered California to administer 

financial assistance to help low- and middle-income Californians access affordable health 

care coverage with respect to individual coverage made available in Covered California, 

with priority given to any individual whose premium payment is equal to or greater than 

8% of his or her annual household income. SB 1255 would have applied to people with 

income above and below 400% FPL and would have included as financial assistance, 

CSRs as well as premium subsidies. SB 1255 was held in the Assembly Appropriations 

Committee. 

c) ABX1 2 (Pan), Chapter 1, Statutes of 2013-14 First Extraordinary Session and SBX1 2 

(Hernandez), Chapter 2, Statutes of 2013-14 First Extraordinary Session, establish health 

insurance market reforms contained in the ACA specific to individual purchasers, such as 

prohibiting insurers from denying coverage based on preexisting conditions; and, make 

conforming changes to small employer health insurance laws resulting from final federal 

regulations.  

d) AB 1602 (John A Pérez), Chapter 655, Statutes of 2010, and SB 900 (Alquist), Chapter 

659, Statutes of 2010, establish the Exchange in California and delineate its powers and 

duties. 

REGISTERED SUPPORT / OPPOSITION: 

Support 

California Academy of Family Physicians 

California Chronic Care Coalition 

California Dental Association 

California Federation of Teachers AFL-CIO 

California School Employees Association 

Health Access California 

National Association of Social Workers, California Chapter 

National Multiple Sclerosis Society, MS-CAN 

Western Center on Law & Poverty, INC. 
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Opposition 

None on file.  

Analysis Prepared by: Kristene Mapile / HEALTH / (916) 319-2097


