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California’s successful implementation of the Affordable Care Act (ACA) dramatically reduced the number of uninsured 
to an historic low of 7 percent, approximately three million uninsured Californians. As outlined in this ITUP issue brief 
and the charts below, Californians have different reasons for being uninsured, including individuals who cannot access 
existing coverage programs because of immigration status and low- and moderate-income individuals who cannot 
afford the cost of premiums or cost sharing at the point of care. Each of the subgroups of the remaining uninsured, 
and the coverage and affordability challenges they face, can be addressed by targeted policy changes. This issue 
brief analyzes policy proposals advanced in 2018 to move the state closer to universal coverage by focusing on the 
challenges many Californians face. Although the 2018 proposals failed passage, they are likely to return in some form in 
future legislative efforts.

REVIEW OF 2018 POLICY PROPOSALS
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MEDI-CAL EXPANSION #1: Cover low-income undocumented adults  
in Medi-Cal

 Problem Statement
The majority of the remaining three million uninsured 
Californians are undocumented adults, approximately 
1.8 million, or 58 percent of the remaining uninsured. 
According to a recent report by the Legislative 
Analyst’s Office (LAO), a Medi-Cal expansion for this 
population could cover up to 1.2 million low-income 
undocumented adults.

 Coverage Challenges 
Undocumented adults face significant barriers to coverage 
including:

 § Undocumented adults have limited resources to pay 
for health coverage. An estimated 1.2 million are 
eligible under existing Medi-Cal rules, with incomes 
at or below 138 percent of the federal poverty level 
(FPL), representing approximately 40 percent of the 
remaining uninsured .1 

 § Although in California undocumented immigrant 
men age 18 to 64 have the highest labor market 
participation of any population, at 75 percent 
undocumented working age men also have the highest 
uninsured rate in the state.2

 § Undocumented adults are primarily eligible for Medi-
Cal coverage of emergency and pregnancy-related 
services, and long-term care services when needed. 
However, emergency care is limited to the services 
necessary for the treatment of an emergency medical 
condition.3 Emergency care is episodic and does not 
promote prevention and timely treatment of chronic 
and emerging health conditions. 

 § Because of immigration status, federal rules prohibit 
undocumented adults from  buying individual coverage 
in the state ACA marketplace, Covered California, even 
if they pay the full premium, and they are unable to 
receive federal subsidies for coverage.

 Policy Goal
Provide comprehensive coverage for the largest group of 
remaining uninsured Californians – undocumented, low-
income adults – and promote regular access to health care 
services that prevent and address ongoing health  
care needs.

 Policy Approaches
Expand eligibility for comprehensive Medi-Cal benefits 
(full-scope) to adults age 19 and over with incomes at or 
below 138 percent of the FPL ($16,754 per year), regardless 
of immigration status. 

Alternative 1: Extend Medi-Cal coverage to income-eligible 
undocumented adults 19-25 years of age.

Alternative 2: Extend Medi-Cal coverage to income-eligible 
undocumented adults 65 and over.

 Federal and State Context
Federal. Under federal rules, states choosing to provide 
comprehensive (full-scope) Medicaid coverage for 
undocumented adults must generally do so with state or 
local funds, except as described below.

Federal Medicaid funding is available for states to cover 
some undocumented immigrants for some services, 
primarily pregnancy-related and emergency services 
(restricted scope). 

In addition, federal law also requires certain lawfully 
present immigrants to wait five years after achieving legal 
immigration status to be eligible for Medicaid, a requirement 
often referred to as the “five-year bar.”4

State. California currently includes the following low-income 
immigrants in comprehensive (full-scope) Medi-Cal:

 § Children under age 19 who meet specified income 
standards, regardless of immigration status. 

 § Lawfully present immigrants during the five-year 
waiting period for federal Medicaid.5

 § Certain immigrant groups that are known to federal 
immigration authorities, including young adults with 
Deferred Action for Childhood Arrivals status.6

Undocumented adults are eligible for restricted-scope 
Medi-Cal. Restricted-scope Medi-Cal covers limited 
benefits including emergency and pregnancy-related 
services, breast and cervical cancer-related treatment 
services, family planning services, and long-term 
care  services.7 According to data from the California 
Department of Health Care Services, more than 80 percent 
of income-eligible undocumented adults, approximately 
one million, are enrolled in restricted-scope Medi-Cal  
coverage.8 
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Some California counties provide limited health care 
services to undocumented individuals through their 
medically indigent adult programs. (See the ITUP 
publication, “County Medically Indigent Care Programs, Key 
Characteristics.”) 

For additional detail on federal rules and programs 
regarding coverage for immigrants see National 
Immigration Law Center, “Overview of Immigrant Eligibility 
for Federal Programs,” December 2015.

 Prior Proposals
As part of the 2015-16 state budget, California extended 
comprehensive Medi-Cal coverage using primarily state 
funds to all low-income children under age 19, regardless 
of immigration status.9 

Senate Bill (SB) 10 (Lara), Chapter 18, Statutes of 2016, 
directed Covered California to seek a federal waiver 
allowing undocumented individuals to purchase coverage 
on the state exchange. California withdrew its federal 
waiver application on January 18, 2017. 

SB 1005 (Lara) of 2014 would have extended full-
scope Medi-Cal eligibility coverage to low-income, 
undocumented adults but failed passage.

The 2017-18 State Budget Conference Committee 
considered extending Medi-Cal coverage to 
undocumented adults up to age 26 but did not include the 
expansion in the final budget. 

 2018 Proposals
Legislation introduced in early 2018 proposed the 
expansion of Medi-Cal to all undocumented adults. The 
bills were ultimately amended as follows: 

 § SB 974 (Lara) extends eligibility for full-scope Medi-Cal 
benefits to low-income adults age 65 and over who 
are otherwise eligible but for their immigration status. 
SB 974 failed passage on the Assembly Appropriations 
Suspense file.* 

 § Assembly Bill (AB) 2965 (Arambula) extends eligibility 
for full-scope Medi-Cal benefits to individuals ages  
19-25 who are otherwise eligible but for their 
immigration status. AB 2965 failed passage on the 
Senate Appropriations Suspense file. 

In addition, as part of the state budget process for 2018-19, 
the Legislature considered but did not include a Medi-Cal 
expansion for undocumented adults as follows:

 § The Assembly version of the budget added $125 million 
for state fiscal year (FY) 2018-19 and $250 million for FY 
2019-20 full-year to expand Medi-Cal to income-eligible, 
undocumented adults 19-25. 

 § The Senate added $75 million for FY 2018-19 ($150 
million full-year costs for FY 2019-20) to cover 
income-eligible adults age 65 and over, regardless of 
immigration status.

 Potential Costs
This expansion must be financed primarily with state funds, 
beyond the federal funds the state receives for restricted-
scope Medi-Cal for undocumented adults.

According to the LAO, the additional state cost of covering 
low-income, undocumented adults in full-scope Medi-
Cal would be $3 billion ($4.7 billion total funds, including 
federal Medicaid and existing General Fund spending for 
restricted-scope Medi-Cal services).10  

The LAO also estimated the state costs in FY 2018-19 
to provide comprehensive Medi-Cal coverage for an 
estimated 111,000 undocumented adults age 19-25 at  
$140 million and for an estimated 36,000 undocumented 
adults age 65 and over at $330 million.11 

 Implementation Issues and Key Questions
As a state-only Medi-Cal expansion, the ongoing costs 
will be subject to the annual state budget process. Like 
other Medi-Cal programs that rely on state funds, this 
expansion could be vulnerable to elimination during 
future fiscal downturns. 

Providing state coverage for undocumented adults could 
have implications for other state and federal funding that 
currently supports care for the remaining uninsured at the 
local level. 

For example, the Assembly Appropriations Committee 
analysis of AB 2965 pointed out that a 2013 budget 
agreement between the state and counties to realign 
funding for county indigent health care might need to be 
reexamined if Medi-Cal is expanded to all undocumented 
adults. The 2013 agreement reallocated funds from 
the counties to the state because the ACA Medi-Cal 
expansion reduced county indigent care costs.12 Covering 
undocumented adults in Medi-Cal could also reduce 
indigent care costs in some counties, depending on the 
scope of the expansion. 

* The Assembly and Senate Appropriations Committees operate under committee-adopted 
rules that require most bills with a projected annual cost of more than $150,000 to be 
placed on a “Suspense File” prior to final action. Each Committee then considers and votes 
on Suspense File bills at one hearing after the state budget is enacted.

http://www.itup.org/wp-content/uploads/2017/08/2017-County-Medically-Indigent-Care-Programs-Chart-Final-1.pdf
http://www.itup.org/wp-content/uploads/2017/08/2017-County-Medically-Indigent-Care-Programs-Chart-Final-1.pdf
https://www.nilc.org/wp-content/uploads/2015/12/overview-immeligfedprograms-2015-12-09.pdf
https://www.nilc.org/wp-content/uploads/2015/12/overview-immeligfedprograms-2015-12-09.pdf
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201520160SB10
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201320140SB1005
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201720180SB974
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=201720180AB2965
https://abgt.assembly.ca.gov/sites/abgt.assembly.ca.gov/files/2018-19%20Subcommittee%20Report.pdf
https://sbud.senate.ca.gov/sites/sbud.senate.ca.gov/files/MAR/201819MajorActionReport.pdf
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The shift in the federal immigration climate under the 
new federal administration appears to be having a 
chilling effect on immigrant access to health care in 
many California communities and could also discourage 
undocumented adults from applying for Medi-Cal if newly 
eligible. (See the ITUP publication, “Notes from the Field: 
Immigrant Communities in California Under the Cloud of 
Immigration Enforcement.”)

In September 2018, the U.S. Department of Homeland 
Security released a proposed rule that, among other 
things, adds use of non-emergency federal Medicaid, and 
other specified federally-funded health and social services 
programs, as a factor in the determination of whether 
the immigrant can be expected to be a “public charge.” 
However, undocumented individuals generally remain 
ineligible for non-emergency Medicaid. In addition, the 
proposed rule does not apply to state-only Medi-Cal 
coverage, such as California’s coverage of undocumented 
children in Medi-Cal or a future state Medi-Cal expansion 
for undocumented adults.13 Although not a barrier to 
state coverage expansion, the complexity of the rule 
may increase confusion and intensify the chilling effect 
of federal policy on immigrant access to health care. (For 
more detail on the proposed rule, see the ITUP publication, 
“Proposed Federal Rule on Immigrants and Public Charge.”)

 Other States 
No state currently provides comprehensive, state-only 
Medicaid coverage to undocumented adults. 

Six states (California, Illinois, Massachusetts, New York, 
Oregon, and Washington) and the District of Columbia use 
state-only funds to cover undocumented, income-eligible 
children through the state Medicaid program.14

Only California and New York provide state-funded 
medical assistance to otherwise eligible, lawfully residing 
immigrants, regardless of date of entry.15 Thirty-two 
states, including California and the District of Columbia, 
administer the federal option to eliminate the five-year bar 
for lawfully present children. Thirty-four states, including 
California, use the federal option to provide prenatal care 
for lawfully present pregnant women.16

Hawaii and Massachusetts provide state subsidies for 
marketplace coverage of newly legalized, low-income, 
lawfully residing immigrants. Colorado provides medical 
assistance to lawfully residing immigrants with incomes 
under 250 percent FPL through the Colorado Indigent Care 
Program.17 

Other states, such as Pennsylvania and Minnesota, provide 
medical assistance to some newly legalized,  
low-income, lawfully residing immigrants, such as seniors 
and individuals with specific health conditions.18

Fifteen states, including California, administer the federal 
Children’s Health Insurance Program option to provide 
prenatal-care to income-eligible, undocumented women.19 

MEDI-CAL EXPANSION #2: Eliminate monthly out-of-pocket costs for 
certain low-income seniors and disabled persons enrolled in Medi-Cal

 Problem Statement 
Approximately 27,000 seniors and persons with disabilities 
with incomes between 124 and 138 percent FPL are 
eligible for Medi-Cal, but for these individuals Medi-Cal 
coverage begins only after they pay a monthly out-of-
pocket amount (share of cost) for medical care, similar to a 
health insurance deductible.20

 Coverage Challenges
 § Under the ACA, California expanded Medi-Cal to cover 
adults under 65 with incomes at or below 138 percent 
FPL using simplified eligibility rules that primarily 
consider income. However, seniors must still qualify 
under more complicated eligibility criteria and if their 

countable income (see below for more detail) is over 
123 percent FPL, may have to pay a share of cost.

 § Under the Share of Cost Medi-Cal program, individuals 
over 65 still qualify for full-scope Medi-Cal but must 
spend as much as $600 each month on medical care 
before Medi-Cal coverage begins.21 

 § Seniors and persons with disabilities age 65 and older 
with incomes over 123 percent FPL can purchase 
coverage through Covered California but are ineligible 
for ACA premium and cost sharing subsidies. 

 § Given the likelihood that seniors and persons with 
disabilities have ongoing health care needs, the 
monthly share of cost could serve as a significant barrier 
to care.

2

http://www.itup.org/notes-from-the-field-2017-workgroups/
http://www.itup.org/notes-from-the-field-2017-workgroups/
http://www.itup.org/notes-from-the-field-2017-workgroups/
http://www.itup.org/proposed-federal-rule-immigrants-public-charge/
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 Policy Goals
 § Apply a uniform income standard (up to 138 percent 
FPL) in Medi-Cal for eligible low-income adults, 
regardless of age.

 § Replace the complex and dated formula that imposes 
the Medi-Cal share of cost for this population with 
simplified eligibility rules based on income.

 § Improve access to care for affected seniors and persons 
with disabilities by eliminating financial barriers to 
accessing care. 

 Federal and State Context
Federal. Federal law establishes a Medicaid option for 
states to cover seniors and persons with disabilities with 
incomes above the federal Supplemental Security Income 
(SSI) eligibility level of 75 percent FPL up to a maximum of 
100 percent FPL.22

Subject to some federal limitations, states have flexibility 
to establish the process for determining countable 
income for eligibility purposes, including specific 
exclusions of income and standard dollar deductions, 
known as income disregards.23

State. In 2000, California elected to implement the federal 
option and created the Medi-Cal Aged and Disabled 
Federal Poverty Level (A&D FPL) program.24 The Medi-
Cal A&D FPL program covers seniors and persons with 
disabilities with incomes up to 100 percent FPL, plus a 
standard income disregard of $230 for an individual and 
$310 for a couple. The resulting formula for countable 
income disregards (deducts) $230 from monthly income, 
along with any other applicable deductions or exclusions, 
and individuals are eligible if the remaining monthly 
income is at or below 100 percent FPL.

The formulas and income exclusions in the Medi-Cal 
A&D FPL program have not been updated over time 
and what started out as eligibility at 133 percent FPL is 
now effectively 123 percent FPL ($14,834 per year for an 
individual and $19,975 for a couple).

 Prior Proposals
California policymakers have considered different 
strategies to improve affordability of the Medi-Cal program 
for seniors with incomes above 123 percent FPL including 
the following unsuccessful legislative efforts: 

 § AB 763 (Burke) of 2015 and AB 2025 (Dickinson) of 2014 
increased the income eligibility for the Medi-Cal A&D 
FPL program to 138 percent FPL. 

 § As originally introduced, AB 55 (Dymally) of 2006 
increased the Medi-Cal A&D income threshold to 133 
percent FPL.

 § AB 969 (Chan) of 2001 incorporated annual cost of living 
adjustments in the Medi-Cal A&D FPL program formula.

As part of the budget process for the last three years, the 
Legislature considered but did not include changes to the 
Medi-Cal A&D FPL program eligibility rules.

 2018 Proposals 
AB 2430 (Arambula) expands Medi-Cal eligibility in 
the Medi-Cal A&D FPL program by increasing income 
disregards so that individuals would be eligible up to 
138 percent FPL. AB 2430 failed passage on the Senate 
Appropriations Suspense file.

The Legislature also considered but did not adopt  
budget proposals that adjust the program eligibility to 
138 percent FPL.

 Potential Costs
If the state adjusts the income eligibility to cover this group 
of uninsured, the state will receive 50 percent federal 
matching funds.

In 2015, AB 763 (Burke) increased the income eligibility to 
138 percent FPL. At the time, the Assembly Appropriations 
Committee estimated the cost at $60 million ($30 
million state General Fund) and projected enrollment 
at approximately 20,000.25 AB 763 failed passage in the 
Assembly Appropriations Committee.

The Assembly version of the 2018-19 Budget added $30 
million state General Fund to expand eligibility up to 138 
percent FPL. The Senate added $15 million in FY 2018-19 
to implement the eligibility expansion effective January 
1, 2019, and $30 million annually thereafter. Neither 
proposals were included in the final 2018-19 budget.

 Implementation Issues and Key Questions
Since the program exists, changing the formulas to cover 
all eligible adults up to 138 percent is primarily an issue 
of policymaker priorities for state funding. Simplifying 
eligibility based primarily on income would make the 
program easier for individuals to apply for and understand.  

Seniors and people with disabilities are a relatively high-cost 
population to cover compared to younger, healthier groups. 

http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201320140AB2025
http://leginfo.legislature.ca.gov/faces/billAnalysisClient.xhtml?bill_id=200720080AB55
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=200120020AB969
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201720180AB2430
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201520160AB763
https://abgt.assembly.ca.gov/sites/abgt.assembly.ca.gov/files/2018-19%20Subcommittee%20Report.pdf
https://sbud.senate.ca.gov/sites/sbud.senate.ca.gov/files/MAR/201819MajorActionReport.pdf
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 Other States 
By 2015, 21 states implemented the state option to 
expand Medicaid to low-income seniors and persons with 
disabilities. Eighteen states, including California, set the 
income eligibility level at the federal maximum of  
100 percent FPL.26

Of the 18 states at the federal maximum income eligibility 
level, California has the highest level of income disregards 
and is the only state with income disregards over $100. 
Fifteen of the 18 states have $20 income disregards, 

one state has a $25 income disregard and another a $75 
disregard. In contrast, California’s income disregards are 
$230 for an individual and $310 for a couple.27 

Because a higher amount of income is disregarded in 
California, seniors with incomes up to 123 percent, not just 
those at 100 percent FPL, qualify for the Medi-Cal 

A&D Program.  Because California has higher disregards, 
the income eligibility in other state Medicaid A&D 
Programs is lower than California. 

INDIVIDUAL MARKET AFFORDABILITY #1: Provide financial assistance 
in the form of state subsidies to lower premiums for coverage through 
Covered California

 Problem Statement
Of the remaining 3 million uninsured, an estimated 
401,000 are currently eligible for subsidized coverage and 
another 550,000 are eligible to purchase unsubsidized 
coverage.28 While federal ACA subsidies lower the cost 
of obtaining coverage, they may fall short of making 
coverage affordable for many Californians.

 Affordability Challenges
 § Cost is the primary reason Californians report for being 
uninsured. In 2016, among California Health Interview 
Survey respondents who reported they were uninsured 
and tried to purchase coverage through Covered 
California, the majority cited affordability as the main 
reason they remained uninsured.29  

 § The FPL standard for determining subsidies does not 
account for the higher cost of living in California and 
the discrepancy is greater in high-cost regions such as 
the San Francisco Bay Area. 

 § Federal ACA subsidies for coverage in Covered 
California may still leave individuals with significant 
costs in premiums, deductibles, and copayments. 

 Policy Goals
 § Reduce the financial hardship of obtaining or retaining 
coverage by further lowering the share of monthly 
premium for low and moderate-income Californians 
who buy coverage in Covered California, thereby 
reducing the rate of uninsured Californians. 

 § Make premiums more affordable to encourage 
healthier people to seek and retain coverage. 

 § Attract younger and healthier individuals to improve 
the overall health of the risk pool (the group of 
individuals covered in a policy or market); a more 
favorable mix of healthy and higher-cost individuals can 
lower premiums for everyone in the individual market. 

 Federal and State Context
Federal. Under the ACA, federal tax credits that lower 
the monthly premium for coverage in Covered California 
are available to Californians with annual incomes up to 
400 percent FPL ($48,420 for an individual, or $98,400 
for a family of four) who meet all eligibility requirements 
and purchase coverage through Covered California. The 
amount of the tax credit is based on a federal formula 
using household income and family size; individuals 
generally pay some monthly premiums based on a sliding 
income scale. 

Those over 400 percent FPL receive no financial 
assistance for coverage. While premiums vary by age and 
geographic region, a married couple in their early 60s 
with incomes above $66,000 face annual premiums of 
$14,000-$19,000.30

As of March 2018, 87 percent of Covered California 
enrollees qualified for subsidized coverage. In 2017, the 
federal government contributed $4.6 billion to subsidize 
premiums for 1 million eligible Covered California 
enrollees.31  

Before Congress reduced the federal individual mandate 
penalty to $0 starting in 2019, taxpayers could avoid the 
penalty for being uninsured if the only coverage available 
to them was unaffordable, defined for this purpose as 
more than 8.16 percent of the taxpayer’s income. The UC 

3
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Berkeley Labor Center estimates that in 2017 hundreds 
of thousands of Californians over the 400 percent FPL 
threshold ineligible for federal subsidies spent more than 
8.16 percent of their income on premiums for coverage in 
the individual market.32 

State. In 2010, California passed state legislation to 
implement the ACA, including the establishment of the 
state exchange, Covered California, which administers 
eligibility for federal subsidies in accordance with federal 
law.33 As an active purchaser, Covered California negotiates 
with health plans to lower premium costs. 

A 2015 study conducted for Covered California showed 
that access to subsidized coverage increases the likelihood 
that Californians will purchase coverage.34 Those who 
receive subsidies through Covered California rated their 
subsidies as “very or extremely important” in the decision 
to purchase coverage. 

 2018 Proposals
AB 2459 (Friedman) establishes a state premium tax credit 
for individuals with incomes between 400 and 600 percent 
FPL who purchase coverage through Covered California, 
contingent on annual appropriations to the state Franchise 
Tax Board (FTB). This bill sunsets in seven years and requires 
a report by the LAO after five years. AB 2459 failed passage 
on the Senate Appropriations Suspense file.

AB 2565 (Chiu) requires Covered California to offer 
enhanced premium assistance to consumers with incomes 
between 138 and 400 percent FPL eligible for federal tax 
credits, ranging from reductions to zero premium at  
139 percent FPL up to a maximum premium of  
8.16 percent of income for those between 299 and  
400 percent FPL. AB 2565 failed passage on the Senate 
Appropriations Suspense file. 

SB 1255 (Hernandez) requires Covered California to 
administer state financial assistance (defined as premium 
tax credits or reductions in cost-sharing) with priority for  
(1) consumers whose share of premium is more than  
8 percent of income and (2) those with incomes 200 
percent FPL or above who are subject to significant  
cost-sharing responsibilities. SB 1255 failed passage on the 
Assembly Appropriations Suspense file. 

The Legislature also considered, but did not adopt, a budget 
augmentation of $150 million General Fund in 2018-19 
and $300 million ongoing for state premium assistance in 
Covered California.

 Potential Costs
This policy change will need to be financed using 100 
percent state funds.

Based on preliminary estimates from the UC Berkeley 
Labor Center, the Assembly Appropriations Committee 
estimates the revenue loss from providing a state tax credit 
for individuals over 400 percent FPL ($48,240 per year) at 
approximately $500 million.35 

In addition, the FTB would incur costs of $2.2 million to 
administer the new tax credit. Covered California would 
incur additional undetermined costs to certify and manage 
the credits, and reprogram the California Healthcare 
Eligibility, Enrollment, and Retention System (CalHEERS). 
CalHEERS is the technology platform that supports Covered 
California eligibility and enrollment and calculates credits for 
eligible individuals as part of the enrollment process.

Based on preliminary cost estimates from the UC Berkeley 
Labor Center, the Assembly Appropriations Committee 
estimates the cost for AB 2565 in the several hundred 
million up to $500 million. Changes to CalHEERS associated 
with AB 2565 are estimated to cost in the millions.36 

The Senate Appropriations Committee estimates 
indeterminate costs, likely in the low-mid hundreds of 
millions, for the financial assistance required under SB 
1255, and CalHEERS costs in the low-mid tens of millions.37 

 Prior Proposals
While there have been no legislative or budget proposals 
to offer additional state premium assistance prior to this 
year, one of the highest cost counties in the state provides 
additional financial assistance to certain workers. SF 
Covered Medical Reimbursement Account (SFCovered 
MRA) offers premium subsidies to certain San Francisco 
workers with incomes under 500 percent FPL who 
purchase coverage through Covered California. Enrollees 
in the program pay 40 percent of the Covered California 
premiums, with the remainder subsidized by  
the program.38

 Implementation Issues and Key Questions
The costs of offering additional financial assistance will be 
ongoing and subject to the annual state budget process. 

As the cost estimates indicate, both Covered California and 
FTB will incur costs to set up and administer a new state 
tax credit for the purchase of individual coverage through 
Covered California.

http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201720180AB2459
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201720180AB2565
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201720180SB1255
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Covered California will incur costs to develop 
administrative processes for state-supported subsidies, 
train staff, and add new functionality to the technology 
platform in CalHEERS. To date, major changes to CalHEERS 
have been costly and time consuming, often resulting in 
implementation delays associated with policy changes and 
system improvements.

 Other States 
Massachusetts and Vermont offer state financial 
assistance in the form of additional exchange subsidies. 

In Massachusetts, individuals under 300 percent FPL are 
eligible for state-funded subsidies, and those under 150 
percent FPL receive fully subsidized coverage (no premium 
cost to the consumer). In Vermont, those under  
300 percent FPL are eligible for a state-funded subsidy 
to lower the maximum percentage of income paid on 
premiums by an additional 1.5 percent.39 

In Hawaii, individuals ineligible for Medicaid with incomes 
under 100 percent FPL receive state premium assistance in 
addition to federal subsidies.40

INDIVIDUAL MARKET AFFORDABILITY #2: Provide financial assistance 
in the form of state subsidies to lower out-of-pocket costs for Covered 
California enrollees

 Problem Statement
High out-of-pocket costs for health care services are a 
barrier to accessing health care. Even with coverage, 
Californians may experience hardship accessing care due 
to cost at the point of service, and as a result, delay or 
forego necessary health care services. High costs for health 
care services may discourage individuals from purchasing 
or retaining coverage.41

 Affordability Challenges
 § A 2014 study of Covered California enrollees found that 
roughly 4 out of 10 found it difficult to pay for out-of-
pocket costs.42 In 2016, 28 percent of adults in California 
reported cost problems that inhibited their access  
to care.43 

 § Low-income enrollees in Covered California are 
particularly likely to purchase a Bronze plan – one in 
four individuals with incomes at or below 400 percent 
FPL, and one in three with incomes between 200 and 
400 percent FPL. Bronze plans offer lower premiums 
than other choices but require enrollees to pay a sizable 
portion of health care services out-of-pocket, including 
an annual deductible of $6,300.44 

 § Research by the Kaiser Family Foundation has shown 
that most U.S. households in the subsidy-eligible 
income range do not have sufficient savings to cover a 
$6,300 deductible.45

 § Federal ACA subsidies for coverage in Covered 
California may still leave individuals with significant out-
of-pocket costs in deductibles and copayments.  
The federal FPL standard does not account for the 

higher cost of living in California and the discrepancy is 
greater in high-cost regions such as the San Francisco 
Bay Area.46 

 Policy Goals
 § Improve affordability of health care by reducing the 
amount consumers pay for health care in the form of 
deductibles and copayments at the point of service.

 § Ensure that out-of-pocket costs at the point of service 
do not discourage individuals from seeking necessary 
care, including preventive services and ongoing 
treatment of chronic health conditions.

 § Incentivize individuals to purchase coverage by 
increasing the value and impact of having coverage 
through lower out-of-pocket costs. 

 State and Federal Context
Federal. The ACA establishes specific levels of coverage 
aimed at helping consumers more easily compare 
coverage options. Sometimes referred to as “coverage tiers” 
or “metal tiers,” the ACA levels of coverage reflect a plan’s 
actuarial value – the percent of benefit costs covered by 
the policy across an average population. For example, a 
silver level plan covers 70 percent of the cost of benefits, 
on average, with the consumer paying the remainder 
through deductibles and copayments, while a bronze level 
plan covers 60 percent of the benefit costs.47 

In addition, the ACA establishes cost-sharing reductions 
(CSRs) – payments to insurers to reduce the out-of-pocket 
costs for individuals between 138 and 250 percent FPL 
who purchase a “silver plan” in the exchange. The Trump 

4
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Administration discontinued CSR payments to insurers in 
2017 and litigation is pending to reinstate the payments. 
Insurers must, however, provide the cost reductions even if 
they do not receive the CSR payments.

State. As of March 2018, 68 percent of Covered California 
enrollees qualified for CSRs based on income, and  
50 percent enrolled in a silver plan with CSRs.48

When the federal government discontinued CSR payments 
in October 2017, Covered California worked with 
participating health plans to add the cost of losing the 
payments to silver plan premiums, which are offset  
by increased premium subsidies for those eligible to 
receive assistance. 

For individuals not eligible for subsidies, health plans 
developed silver level coverage plans in the individual 
market outside of Covered California, without the 
additional cost of the CSR workaround.

 Prior Proposals
While there have been no statewide efforts to offer 
additional state financial assistance to lower out-of-pocket 
costs prior to this year, one of the highest cost regions in 
the state offers additional financial assistance to certain 
workers. SF Covered Medical Reimbursement Account 
(SFCovered MRA) provides cost-sharing subsidies to certain 
San Francisco workers that purchase coverage in Covered 
California and are under 500 percent FPL but not eligible 
for Medi-Cal or Medicare. Covered San Francisco MRA 
enrollees receive funding in their MRA sufficient to keep 
their deductibles below 5 percent of income.49

 2018 Proposals
SB 1255 (Hernandez) requires Covered California to 
administer state financial assistance (defined in the bill as 

premium tax credits or reductions in cost-sharing) with 
priority for (1) consumers whose share of premium is  
8 percent of income and (2) those with incomes 200 
percent FPL or above who are subject to significant 
cost-sharing. SB 1255 failed passage on the Assembly 
Appropriations Suspense file.  

AB 3148 (Arambula) requires Covered California to offer 
additional cost sharing assistance to individuals with 
incomes between 200 and 400 percent FPL who are 
eligible for federal premium tax credits. AB 3148 failed 
passage on the Assembly Appropriations Suspense file.

 Potential Costs
This policy change will need to be financed with  
100 percent state funds.

The Senate Appropriations Committee estimates 
indeterminate costs, likely in the low-mid hundreds of 
millions, for the financial assistance required in  
SB 1255. Changes to CalHEERS associated with SB 1255  
are estimated to cost in the low-mid tens of millions.50 

 Implementation Issues and Key Questions
Covered California will incur costs to develop 
administrative processes for state-supported subsidies, 
train staff, and adjust the technology platform in CalHEERS. 
To date, major changes to CalHEERS have been costly and 
time consuming, often resulting in implementation delays 
associated with policy changes and system improvements.

 Other States 
Massachusetts and Vermont offer state financial assistance 
to lower out-of-pocket costs for consumers under 300 
percent FPL who purchase coverage on the exchange.51

INDIVIDUAL MARKET AFFORDABILITY #3: Provide state-funded assistance 
for dependent coverage through Covered California where the employee 
share for dependent coverage is a financial hardship

 Problem Statement
The ACA definition of affordability that determines a 
family’s eligibility for marketplace premium assistance 
excludes employee costs for dependent coverage. Federal 
rules only consider employee costs for their own coverage. 
This results in some families being unable to afford 
coverage for all family members while others enroll in 
employer-sponsored insurance that they struggle to afford.

 Affordability Challenges 
 § Federal law prohibits an employee (and dependents) 
from accessing ACA subsidies in the marketplace if the 
employee is offered “affordable” employer-sponsored 
insurance (ESI). Affordable is defined for this purpose 
as the cost of coverage for the employee only and 
excludes the employee’s cost for dependent coverage. 

5

http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201720180SB1255
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201720180AB3148
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 § Many employees can afford ESI for themselves but 
may not be able to afford the additional costs to 
cover dependents or the full cost of coverage in the 
marketplace for their dependents. This affordability 
challenge has become known as the “family glitch.”

 
 Policy Goals 

 § Address the family glitch by improving the affordability 
of coverage in the exchange for dependents of 
employees with annual incomes under 400 percent FPL. 

 § Equitably apply a uniform income eligibility standard 
for marketplace premium and cost sharing subsidies. 
Currently, some families with incomes under 400 
percent FPL are unable to access subsidies because of 
the family glitch as outlined above.

 § Improve the risk mix in Covered California by 
encouraging families to cover all family members, 
including younger healthier members, through 
assistance to lower premiums and reduce cost sharing 
for dependent coverage.

 Federal and State Context
Federal. Federal law requires large employers to offer 
affordable ESI to full-time employees and their dependent 
children up to age 26 or pay a penalty. 

The U.S. Internal Revenue Service (IRS) defined affordable 
coverage for an employee and their dependents in a 
2013 final rule. The rule defines an employee-only, job-
based health plan that costs 9.56 percent or less (in 2018) 
of the employee’s household income as affordable. The 
percentage is adjusted annually.

Under this definition, if an employee is offered ESI at the 
cost of 9.56 percent of the family’s household income for 
employee-only coverage, coverage for the entire family is 
considered affordable and the family is ineligible for ACA 
subsidies in the marketplace. 

According to research by the Urban Institute, the family 
glitch results in families facing total costs for coverage 
up to 15.8 percent of income, or 12 percent after the tax 
advantages of ESI are factored in.

State. California passed state legislation to implement the 
ACA, including the establishment of the state exchange, 
Covered California, which administers eligibility for federal 
subsidies in accordance with federal law.52

 Prior Proposals
Congress has considered federal legislation to fix the family 
glitch, but the bills ultimately failed to pass. For example, 
former Senator Al Franken (D-MN) introduced the Family 
Coverage Act in 2014 (S.2434) to eliminate the family glitch. 

There have been no prior state efforts to address the family 
glitch in California. 

 Implementation Issues and Key Questions
California lawmakers introduced legislation to address 
affordability concerns for individual market consumers 
already eligible for ACA premium subsidies and for those 
with incomes above 400 percent FPL, but no legislation 
currently seeks to address the family glitch for dependents 
in families under 400 percent FPL. 

According to estimates from the UC Berkeley Labor Center 
and UCLA Center for Health Policy Research, addressing 
the family glitch will result in 30,000 uninsured Californians 
gaining coverage. However, the largest group that would 
benefit from this proposal (110,000) will be individuals 
enrolled in ESI transitioning to more affordable coverage in 
the marketplace.53 

 Cost Estimates
To fix the family glitch for 6 million people nationwide, 
Urban Institute estimated the additional costs to the 
federal government for premium tax credits and cost-
sharing reductions to be between $3.7 billion and 
$6.5 billion in 2016.

 Other States 
No state has addressed the family glitch. 

SF Covered Medical Reimbursement Account (SFCovered 
MRA) provides premium and cost sharing subsidies for 
specific employees and their adult dependents enrolled 
in Covered California. It is not known to what extent 
individuals affected by the family glitch have enrolled in 
this program.

https://www.gpo.gov/fdsys/pkg/FR-2013-02-01/pdf/2013-02136.pdf
https://www.healthaffairs.org/doi/abs/10.1377/hlthaff.2015.1491
https://www.healthaffairs.org/doi/abs/10.1377/hlthaff.2015.1491
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 RELATED BUDGET ACTION IN 2018-19
Although none of the legislative coverage and affordability proposals introduced in 2018 advanced, the 2018-19 final state 
budget includes the following:

Council on Health Care Delivery Systems. The 2018-19 budget allocates $5 million in one-time funding to create the Council on 
Health Care Delivery Systems (Council). The accompanying legislative language tasks the five-member independent Council 
(two legislative and three gubernatorial appointees) with developing “options for advancing progress toward achieving a 
health care delivery system in California that provides coverage and access through a unified financing system.” The language 
allows the Council to establish advisory committees and lays out in some detail the issues the final plan must address. The 
Council must provide the first status report on January 1, 2020, and every six months thereafter, and submit the final plan to 
the Legislature and the Governor on or before October 1, 2021.

Options for Providing Financial Assistance in Covered California. The 2018-19 budget directs Covered California to develop 
options for administering financial assistance for low- and middle-income Californians to help them access affordable 
coverage. Legislative language tasks Covered California with exploring assistance options for low-income individuals spending 
significant amounts of their household income on coverage, even with federal financial assistance, and for individuals with 
incomes up to 600 percent of the federal poverty level ineligible for federal assistance. Requires Covered California to provide a 
report to the Legislature with at least three options on or before February 1, 2019.

 CONCLUSION

Even before the ACA, California adopted coverage programs beyond federal mandatory programs, and covered additional 
populations, extending coverage to many of the state’s lowest income residents. The California  Legislature is likely to consider 
policy changes in the future to address the coverage and affordability challenges of the uninsured. This issue brief makes clear 
that many of the proposals would rely on state funds with no federal financial participation available. California can continue 
moving toward universal coverage by adopting incremental policy changes to cover subgroups of the remaining uninsured.
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OVERVIEW OF POLICY PROPOSALS
Covering California’s Remaining Uninsured and Improving Affordability
Medi-Cal 

Expansion #1
Medi-Cal  

Expansion  #2
Individual Market 

Affordability #1
Individual Market 

Affordability #2
Individual Market 

Affordability #3

Policy Cover low-income 
undocumented 
adults in Medi-Cal

Expand eligibility in 
the Medi-Cal Aged 
and Disabled Federal 
Poverty Level (FPL) 
Program to 138 
percent FPL

Provide financial 
assistance in the form 
of state subsidies to 
lower premiums for 
coverage through 
Covered California

Provide financial assistance 
in the form of state 
subsidies to lower out-of-
pocket costs for Covered 
California enrollees

Provide state-funded 
assistance for 
dependent coverage 
through Covered 
California for families 
who cannot afford 
the employee share 
of premiums for 
dependent coverage

Problem 
Statement

The majority of the 
remaining uninsured 
are undocumented 
adults and many 
are low-income; 
extending Medi-Cal to 
this population could 
cover up to 1.2 million 
undocumented 
adults.

Around 27,000 
seniors and persons 
with disabilities with 
incomes under 138 
percent FPL must pay 
a monthly amount for 
medical care, similar 
to a health insurance 
deductible, to be 
eligible for Medi-Cal.

While federal ACA 
subsidies lower the 
cost of obtaining 
coverage through 
Covered California, the 
subsidies may fall short 
of making coverage 
affordable for many 
Californians.

Californians may 
experience hardship 
accessing care due to costs 
at the point of service in 
the form of deductibles 
and copayments, and as 
a result, delay or forego 
necessary health care 
services. 

For individuals with 
employer coverage, 
the ACA definition 
of affordability 
excludes employee 
premiums for 
dependents, 
affecting 30,000 
uninsured 
Californians.

2018 
Proposals

SB 974 (Lara) extends 
eligibility for full-
scope Medi-Cal 
benefits to low-
income adults 65 and 
over regardless of 
immigration status. 
(As amended May 25, 
2018) Failed passage 
on the Assembly 
Appropriations 
Suspense file.

AB 2965 (Arambula) 
extends eligibility 
for full-scope 
Medi-Cal benefits 
to individuals ages 
19-25, who are 
otherwise eligible but 
for their immigration 
status. Failed passage 
on the Senate 
Appropriations 
Suspense file. 

In 2018, the 
Legislature  
considered, but did 
not include, budget 
proposals that 
expand Medi-Cal 
to undocumented 
adults. 

AB 2430 (Arambula) 
expands Medi-Cal 
eligibility for seniors 
and persons with 
disabilities so that 
individuals would be 
eligible with incomes 
up to 138 percent FPL.

The Legislature is also 
considering budget 
proposals that adjust 
the program eligibility 
to 138 percent FPL. 
Failed passage on the 
Senate Appropriations 
Suspense file.

The Legislature also 
considered, but did 
not include, budget 
proposals that adjust 
the program eligibility 
to 138 percent FPL. 

AB 2459 (Friedman) 
establishes a state 
premium tax credit 
for individuals with 
incomes between 
400 and 600 percent 
FPL who purchase 
coverage through 
Covered California. 
Failed passage on the 
Senate Appropriations 
Suspense file. 

AB 2565 (Chiu) requires 
Covered California 
to offer enhanced 
premium assistance 
to consumers with 
incomes between 138 
and 400 percent FPL. 
Failed passage on the 
Senate Appropriations 
Suspense file.  

SB 1255 (Hernandez) 
requires Covered 
California to administer 
state premium 
tax credits or cost-
sharing reductions. 
Failed passage 
on the Assembly 
Appropriations 
Suspense file

SB 1255 (Hernandez) 
requires Covered California 
to administer state financial 
assistance (defined in the 
bill as premium tax credits or 
reductions in cost-sharing). 
Failed passage on the 
Assembly Appropriations 
Suspense file.

AB 3148 (Arambula) 
requires Covered California 
to offer additional cost 
sharing assistance to 
individuals with incomes 
between 200 and 400 
percent FPL who are 
eligible for federal premium 
tax credits. Failed passage on 
the Assembly Appropriations 
Suspense file.

The Legislature considered, 
but did not adopt,  budget 
augmentations that 
included $150 million 
General Fund in 2018-
19 and $300 million 
ongoing for state premium 
assistance in Covered 
California similar to this 
bill and legislation for this 
proposal and Affordability 
proposal #1. 

None

http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201720180SB974
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=201720180AB2965
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201720180AB2430
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201720180AB2459
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201720180AB2565
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201720180SB1255
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201720180SB1255
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201720180AB3148
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