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Executive Summary

California’s success in implementing the Affordable Care Act resulted in the number of uninsured
falling from 6.5 million in 2013 to 3.5 million in 2017. At the end of 2017, Congress voted to
eliminate the individual mandate penalty starting with the 2019 tax year, a change projected to
increase the uninsured by more than half a million Californians.

In 2019, state lawmakers took steps to protect California’s coverage gains and increase affordability
of coverage by instituting a state individual mandate penalty, providing additional subsidies

for Covered California’s individual market enrollees, and expanding Medi-Cal to low-income
undocumented young adults. California is the first state to include undocumented adults in full
Medicaid benefits and the first to provide subsidies to middle-class consumers not eligible under
the ACA.

We model these policies using CalSIM, our micro-simulation model of insurance take up in California,
and project that in the absence of these policies premiums in the individual market would be higher
and the number of uninsured in California would climb to 4.3 million by 2022. On the other hand,
with these policies in place, we project the number of uninsured will remain stable at 3.5 million.

We estimate that by 2022, these policies will have prevented 770,000 Californians from becoming
uninsured (Exhibit 1) and will have reduced premiums for 1.55 million Californians, benefitting a net
total of 2.2 million Californians (Exhibit 2).
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770,000 gain or retain coverage as a result of policies
680,000 enrolled in the individual market with incomes 200-400% FPL pay lower

premiums as a result of additional state subsidies -8%
120,000 enrolled in the individual market with incomes 400-600% FPL pay lower premiums o
as a result of state subsidies -45%
750,000 enrolled in the individual market pay lower premiums as a result of healthier risk 8.5%
=0. (J

mix in individual market

Net number of Californians who benefit: 2.2 million* relative to projections if no action had been taken
* Total accounts for 160,000 Californians who are included in both the group that gains or retains coverage, and one of the groups with lower premiums.
For more details see Exhibit 9.
Source: CalSIM version 2.7.

Nonetheless, 3.5 million Californians under age 65 will still be uninsured in 2022 (Exhibit 3). The
largest group among the uninsured will remain undocumented Californians. Nearly 1 million
citizens or lawfully present immigrants are projected to be eligible for Covered California but remain
uninsured, most of whom (610,000) have family incomes that are under 400% of Federal Poverty
Level (FPL). For this group of uninsured,
affordability is the biggest barrier to

enrollment.
3.5 million Californians who are low-income, Latino,
or adults under age 50 are projected to
550.000 Eligible for Employer Coverage continue to be more likely to be uninsured.
370,000 Eligible for Covered CA, over 400% FPL These projections of how many and which

Californians will remain uninsured can
SN Eligible for Covered CA, under 400% FPL | help inform state policymakers and the
Healthy California for All Commission

as they consider options to make health
CLVVUR Eligible for Medi-Cal coverage more universal and affordable.
Possible steps range from those that can
be taken in the near-term without federal
approval to a more fundamental overhaul
LU Undocumented of our state health care system, such as
adopting a single-payer plan.

2022 Source: CalSIM version 2.7
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Introduction

The Affordable Care Act covered millions of Californians and brought the number of uninsured to
historic lows by increasing access to coverage and by providing financial assistance to cover the
costs of insurance.” However, health care costs in the United States continue to pose affordability
challenges and remain significantly higher than in other countries.? Since 2017, federal policy
decisions that threaten to reverse the ACA coverage gains have led states to consider how to shore
up the gains they have achieved, stabilize the individual market, and improve on the ACA.3 Many
California policy makers have expressed a desire to get to universal coverage, and California’s
2019-2020 budget included a number of provisions focused on expanding health insurance
coverage and improving affordability in the individual market beginning January 2020. This report
details the projected effects of three key policies on coverage and affordability of individual market
premiums, as well as the demographics of who will be helped by these policies. We also describe the
3.5 million Californians who are projected to be uninsured in 2022, highlighting the need for further
state action to expand coverage and improve affordability.

We model the effect of these new health coverage policies using the California Simulation of
Insurance Markets (CalSIM) version 2.7, a microsimulation model of health care coverage and
decision making for the California population under age 65. CalSIM models the behavior of
California employers (to offer or drop health insurance coverage) and individuals (to take up various
health insurance offers for which they are eligible). The model accounts for population growth,
minimum wage increases at the state and local levels, and premium growth in both the individual
and employer markets. We calibrate the model to 2017 using California survey and administrative
data on insurance coverage, and then project forward two different scenarios: (1) with recent
California-specific policies, and (2) the counterfactual without those recent policies, keeping state
and federal policies as they were at the beginning of 2019.?

California’s Policies

Using CalSIM, we model three policies passed by the California legislature and signed by the
Governor in 2019, to begin in 2020:

1. the expansion of Medi-Cal to undocumented young adults;

2. state advance premium tax credit subsidies for individual market coverage for those
200-400% FPL and 400-600% FPL; and

3. anindividual mandate penalty.

Other state changes enacted in 2019 that are not modeled in CalSIM due to data limitations or
limited evidence about the anticipated impact on enrollment include: state premium subsidies

for those enrolled in Covered California with income at or below 138% FPL; additional funding

for outreach and enrollment; automatic enrollment when transitioning from Medi-Cal to Covered
California;® and changes to Medi-Cal eligibility for adults age 65 and over. As we discuss below, the
likely disenrollment due to changes to the federal “public charge” rule and other policies affecting
immigrant families is also not included in our projections.’
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1. Medi-Cal for all young adults

California expanded Medi-Cal eligibility to include low-income adults ages 19 to 25 regardless of
immigration status, starting in 2020.8 Children age 18 and under have already been eligible since
2016 under state policy. The governor has committed to working with the legislature in 2020

to expand eligibility to undocumented adults age 65 and over® and has expressed support for
eventually covering low-income Californians of all ages under Medi-Cal.

2. State subsidies

California will provide premium subsidies for three groups of Californians enrolled in the individual
market through Covered California (Exhibits 4 and 5).

1.

Income at or below 138% FPL: This group is already eligible for ACA subsidies; after
implementation of state subsidies they will pay $1 monthly premiums, making costs
more parallel with Medi-Cal enrollees at the same income level who pay no premiums.
This group is not modeled in CalSIM. Approximately 24,000 subsidized Covered California
enrollees fell into this income range as of March 2019.10

Income 200-400% FPL: This group is also already eligible for ACA subsidies, and will be
eligible for state subsidies that will lower premium contributions by 0.1 to 0.88 percent of
household income, depending on FPL.

Income 400-600% FPL: This group has income above the ACA “cliff" beyond which
there are no ACA subsidies; state subsidies will provide premium assistance to this group
for the first time, limiting premium contributions to between 9.68 percent and 18 percent
of income, depending on income level.!!

No additional state subsidies were given to households with incomes between 138-200% FPL.
Massachusetts and Vermont also offer state subsidies to those with incomes below 300% FPL, but no
other states currently offer subsidies to those over 400% FPL."?

Income as percent of Income for an Income for a
Federal Poverty Level  individual, 2020 family of four, 2020

State subsidies are provided

for plan years 2020, 2021, and
2022, with most of the funding
allocated to those with income
400-600% FPL. Covered Cali-
fornia may adjust the premium
caps in future years as needed to

<138% FPL <$17.237 <$35,535 meet budget targets.!?
200-400% FPL $24,980 - $49,960  $51,500 - $103,000
400-600% FPL $49,960 - $74,940  $103,000 - $154,500
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3. State individual mandate penalty

The federal individual mandate penalty was zeroed out starting in 2019. Massachusetts, Vermont,
New Jersey, DC, and Rhode Island will have penalties in 2020.' California’s individual mandate
penalty, assessed as part of state income tax, will be in effect starting January 2020 and will require
residents to have minimum essential coverage for each month or pay a penalty when they file taxes
in 2021. Both the penalty amount and exemptions generally mirror the ACA tax penalties that were
in place prior to 2017."

CalSIM models the California penalty as being very similar in effect to the federal penalty. We do
take into account the higher tax-filing threshold in California that will result in fewer households
paying the penalty and slightly lower penalty amounts than would have been the case under the
federal penalty. However, because we model most of the effect of the penalty as psychological (and
unrelated to whether someone actually would have to pay it and the exact amount that it would be),
the projected effect on insurance take-up is very similar under the state and federal penalties.’® We
assume that awareness of the state penalty is similar to awareness of the federal penalty: some are
unaware the federal penalty ever went away; for them the penalty effect remains constant, despite
one year without one. Others may know that the federal penalty was zeroed out but will learn of the
state penalty when they file taxes. In our projections we focus on 2022, assuming that in the absence
of California’s new policies the effects of eliminating the federal penalty would have phased in over
time, with the full effects evident by 2022.
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The effect of an individual mandate penalty is that more and healthier people enroll in coverage. We
assume that one of the ways the penalty works is as a “nudge” to encourage those losing insurance

coverage to shop or apply for coverage.'” This especially affects enrollment among those eligible for
Medi-Cal, despite the fact that they are often exempt from paying the penalty, because they may not

know they are eligible for free coverage under Medi-Cal until they shop. The other way the penalty
increases enrollment is by encouraging enrollment among healthier individuals, resulting in lower
premiums for everyone. When premiums are lower, more people enroll.

Resulting individual market premiums

As a result of the state individual mandate penalty and state subsidies keeping more people in the
individual market, we project that premiums in the individual market will be 8.5 percent lower in
2022 than they otherwise would have been due to a healthier risk mix in the individual market. With
these policies, we assume baseline premium increases each year of 7 percent due to medical cost
growth. Without these policies, we assume premiums by 2022 are an additional 8.5 percent higher

than the baseline.

Estimates do not
include anticipated
disenrollment from
Medi-Cal due to
variety of policies
affecting immigrant
families including the
public charge rule

The uninsured projections in this report

do not include any decline in Medi-Cal
enrollment among immigrant families due

to the growing fears resulting from a range
of immigration policies proposed federally.'®
One policy expected to have a particularly
large impact on health insurance enrollment
is the recent Department of Homeland
Security rule commonly referred to as

the “public charge” rule.® As of the date of
publication of this report, implementation of
the final rule has been halted by injunctions
from multiple federal courts.2% Under the rule,
when a person applies for lawful permanent
residency (a “green card”) or for a visa to enter
the country, U.S. immigration officials would
conduct a public charge test to determine if
that person may become primarily dependent
on the government to meet their basic needs.
Under the public charge test, the Department
of Homeland Security could deny someone

a green card or visa based on enrollment

in certain health care, housing, or nutrition
assistance benefits or having certain personal
circumstances such as limited English

proficiency, limited educational attainment,
or low income.

It is anticipated that if this rule is
implemented, immigrant families would face
fear and confusion about the consequences
of enrollment in public programs, resulting
in a “chilling” effect on enrollment in
programs such as Medi-Cal and CalFresh
food assistance. Research by the UCLA Center
for Health Policy Research, UC Berkeley
Labor Center,and California Food Policy
Advocates estimated that if 15 to 35 percent
of Californians in immigrant families subject
to this chilling effect disenroll from public
programs, between 317,000 and 741,000
fewer Californians would have Medi-Cal
coverage,”! most of whom would become
uninsured.?2

While the research is clear that the public
charge rule is likely to result in lower
Medicaid enrollment in California and
nationally, we have not yet incorporated the
rule and its effects into the CalSIM model.



Who Gains?

770,000 gain or retain coverage

These California policies are projected to result in 770,000 more Californians with health insurance
coverage in 2022 than if these policies were not in place. Largely, the policies help Californians retain
coverage, keeping the number of uninsured in California essentially constant at 3.5 million. The
projected number of uninsured Californians would increase over the coming years if these policies
were not in place.

Without the individual mandate penalty in place, we project the individual market would shrink
and premiums would increase. Covered California estimated that premiums in 2019 were 3.5 percent
higher than they would have been if the mandate penalty had not been zeroed out,?® and we
project premiums would have increased even more in future years without state action. By 2022, the
combination of the individual mandate, lower premiums, and additional state subsidies will result in
210,000 more individual market enrollees than if these policies were not adopted, an increase of 11
percent.

The individual mandate is also projected to affect Medi-Cal enrollment; without the extra nudge

to shop for insurance, fewer people enroll in or discover they are eligible for Medi-Cal. In addition

to the effect of the individual mandate, the expansion of Medi-Cal to undocumented young adults

results in an increase of approximately 100,000 new full-scope Medi-Cal enrollees. The overall effect
of 510,000 Californians who gain or retain
Medi-Cal coverage by 2022 amounts to a 6
percent change in enrollment in Medi-Cal
among those age 0 to 64.

Individual Market +210,000 The employer-sponsored insurance market—
Medi-Cal +510,000 still the source of coverage for the majority
Employer Sponsored Insurance + 60,000 of Californians under age 65—is largely
Uninsured (Total) - 770,000 unchanged by these policies. We project
60,000 Californians gain or retain coverage by
Column does not add due to rounding 2022 as a result of the individual mandate, an

Source: CalSIM version 2.7 increase of less than 1 percent.

The demographics of this group of 770,000 individuals reflects the fact that the majority are enrolled
in Medi-Cal coverage, with a disproportionate share being in low-income households (see Appendix
Exhibit A1).

800,000 Californians get state subsidies

State subsidies will lower the contribution cap for those with incomes 200-400% FPL and will provide
a contribution cap for the first time for Californians with incomes 400-600% FPL.

We project that in 2022, 680,000 Californians with incomes 200-400% FPL will get state subsidies
that average $15 per person per month, in addition to their federal subsidies. These state subsidies
lower premiums for these enrollees by an average of 8 percent.
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Comparison to
Estimates from
Covered CA

235,000 having income
400-600% FPLin 2020
and being eligible for
subsidies by virtue of
having insurance through
the individual market.2*
We project 260,000
Californians in this group
in 2022 (Exhibit 7). Of
these 260,000, we project
that 120,000 will have
premium costs that exceed
the contribution cap for
their FPL and therefore get
a positive dollar subsidy
(and count among the
800,000 receiving state
subsidies). Another 140,000
Californians have incomes
400-600% FPL and will
purchase coverage on

the individual market

but are not projected to
receive a subsidy in 2022
because their unsubsidized
premiums already cost

less than the cap (9.68 to
18 percent of household
income). They will, however,
count among the 750,000
who benefit from lower
premiums in the individual
market, as discussed below.

Another 120,000 Californians with income above the federal “cliff” of
400% FPL but below 600% FPL will get state subsidies that average $310
per person per month. This amounts to a 43 percent lower premium, on
average, than if people had enrolled in the same plan without subsidies.
Many of these enrollees would have had individual market coverage even
in the absence of state policies, but the state subsidies provide substantial
financial help. Because premiums increase with age, most of those who hit
the premium contribution cap and receive these subsidies (65 percent) are
ages 50-64 (Exhibit 7). Most are either self-employed (52 percent) or the
spouse or child of someone who is self-employed (another 16 percent). The
remainder are either not working or working part-time; very few full-time
workers in households with income 400-600% FPL lack an affordable offer
of employer based insurance (a requirement for subsidy eligibility).

Taken together, this group of 800,000 individual market enrollees newly
receiving state subsidies is projected to be somewhat more likely to be
white and age 50 or older than the overall individual market universe,
defined as those either enrolled in the individual market or uninsured and
eligible (see Exhibit 8).

While the majority of the people getting state subsidies will be under
400% FPL (680,000), most of the money will be spent on the 120,000 with
incomes 400-600% FPL, as budgeted.?>

140,000 enrollees do not 120,000 enrollees get
get subsidies because their subsidies that average
premiums are below the cap ~ $310 per person per month

140,000 120,000

No subsidies Get state subsidies

Under 50 50-64

Most of those getting subsidies
Employment are self-employed or the
dependent of someone who is

Most of those getting subsidies
are age 50 or older

\
Self-employed

Family member
of self-employed

Other (mostly part-time

Source: CalSIM version 2.7 or not in the workforce)



750,000 benefit from lower premiums in the individual market

As a result of the individual mandate penalty and state subsidies, we project that the risk mix in

the individual market under these policies will be somewhat healthier than without the policies.

As a result, premiums in the individual market in 2022 are projected to be 8.5 percent lower than
they would have been without state action. Passage of the additional subsidies and state mandate
penalty has already played a key role in driving down premium growth in 2020 according to Covered
California.?®

Individual market enrollees who receive subsidies are shielded from the increase in premiums by
design—their contribution is a function of their income. However, individual market enrollees who
do not get subsidies face the full cost of coverage and thus benefit from lower prices. Californians
are ineligible for subsidies if they meet any of these criteria:

e Have income above 600% FPL;

e Have premiums low enough that they do not exceed the contribution cap
(which extends up to 18 percent of family income for those at 600% FPL);

e Have an "affordable” offer of employer-sponsored coverage;
e Are eligible for public coverage such as Medi-Cal, Medicare, or VA health benefits; or

e Are undocumented.

750,000 Californians are projected to be enrolled in the individual market without subsidies in 2022
and therefore will benefit from these lower prices. Unsubsidized individual market enrollees are
concentrated in higher income groups and, similar to the individual market universe as a whole, are
more likely to be white than the overall California population age 0-64 (Exhibit 8).

The overall effect

As a result of these policies, California will see 770,000 more insured in 2022 than if these policies
were not in place, and 1.55 million Californians will benefit from lower premiums, either as a result of
subsidies or lower prices. There is overlap between these groups, however, as illustrated in Exhibit 9.
On net in 2022 we project that 2.2 million Californians will benefit from coverage and/or affordability
help as a result of California’s policies.

Of the 800,000 Californians getting subsidies, we project that the majority (720,000) would have been
insured even in the absence of these policies, while 80,000 would have been uninsured. These 80,000
gained or retained coverage as a result of the individual mandate penalty and/or additional subsidies.

Similarly, of the 750,000 individual market unsubsidized enrollees, most (670,000) would have had
insurance even in the absence of these policies, despite premiums being 8.5 percent higher. However,
80,000 would be uninsured in the absence of these policies; they gain or retain coverage as a result
of either the individual mandate or the lower premiums in the individual market.
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Exhibit 8. Demographics of Californians projected to receive state subsidies or pay lower premiums in
the unsubsidized individual market, 2022

Get State Pay Lower Pfemiums Individual : All :
Subsidies in Upsub5|d|zed Mgrket Californians
Individual Market Universe  Age 0-64
Latino 190,000 23% 190,000 25% 31% 40%
Asian, not Latino 130,000 16% 130,000 17% 13% 13%
African American, not Latino 20,000 3% 30,000 4% 4% 6%
White, not Latino 450,000 57% 390,000 52% 50% 40%
Other, multiracial, not Latino 10,000 1% 10,000 2% 2% 3%
0-18 years 110,000 14% 210,000 28% 12% 29%
19-29 years 150,000 19% 100,000 13% 23% 19%
30-49 years 220,000 28% 270,000 36% 34% 30%
50-64 years 310,000 39% 170,000 23% 32% 22%
<=200% FPL 150,000 21% 25% 40%
200-400% FPL 680,000 85% 180,000 24% 41% 25%
400-600% FPL 120,000 15% 140,000 18% 16% 16%
600+% FPL 280,000 37% 17% 19%
800,000 100% 750,000 100% 100% 100%

Note: Individual Market Universe includes those enrolled in the individual market or uninsured but eligible for the individual market through
Covered California, excluding Medi-Cal eligible uninsured and undocumented uninsured.

Numbers may not add due to rounding.
Source: CalSIM version 2.7

Exhibit 9. 2.2 million Californians are projected to benefit from California’s policies in 2022

770,000 gain or retain coverage

80,000 80,000

1.55 million benefit
from lower premiums

Source: CalSIM version 2.7
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Who Is Uninsured?

Even with these policies in place, 3.5 million Californians are projected

to be uninsured in 2022, and disparities by race and ethnicity, income,

and age persist among this group. Below we identify and enumerate the
different groups of those who are uninsured on the basis of their eligibility
for various existing programs.

The largest group of the projected uninsured are 1.34 million
undocumented Californians. Low-income undocumented Californians
over age 25 continue to be ineligible for full-scope Medi-Cal coverage
unless they have DACA.3" Many of these individuals have restricted scope
Medi-Cal, which we do not count as insurance because doctor visits,
hospital care, prescription drugs, and other basic health services are not
covered unless they are necessary for the treatment of an emergency
medical condition or the enrollee is pregnant. (Covered services do not
include, for example, most of the care needed by someone with cancer,
diabetes, or many other conditions.??) Categorizing restricted scope
Medi-Cal as uninsurance makes an important difference in our estimates.
Survey-based estimates of uninsurance generally rely on self-reported
insurance status without adjusting for scope of coverage. Since some
undocumented adults report having Medicaid coverage, survey-based
estimates generally report fewer uninsured than our CalSIM estimates.

Most Californians who are both undocumented and uninsured have
incomes below the Medi-Cal threshold; those with incomes above the
threshold are not eligible for federal or state premium subsidies to help
afford private coverage. While some undocumented Californians enroll
in coverage through their employers, undocumented adults are among
the least likely to have job-based coverage in spite of their high rate of
employment.33

We project that 660,000 Californians who are eligible for Medi-Cal

will nevertheless be uninsured in 2022. While more than 90 percent of
those eligible for Medi-Cal are projected to enroll, the remainder may not
realize they are eligible or may not try to enroll for other reasons.?* Those
eligible for Medi-Cal can enroll at any time of year, unlike those eligible for
individual market coverage who can only enroll during the annual open
enrollment period or if they experience a qualifying life event (e.g., divorce,
job loss, etc.). Our projection does not take into account the chilling effect
on enrollment that is likely to occur if the Trump administration’s change
to the public charge rule, currently halted by the courts, is implemented.
On the other hand, in 2019 California made a budget investment to
support community-based outreach by health enrollment navigators

to provide enrollment, retention, and utilization assistance to Medi-Cal
eligible individuals;>> our projection does not take these potential impacts
into account either.

California’s Steps to Expand Health Coverage and Improve Affordability: Who Gains and Who Will Be Uninsured?

Health
Insurance

Matters

Health insurance coverage
plays a significant role

in facilitating access to
needed health care.2’” Recent
evidence suggests that
health insurance protects
individuals from financial
distress and excessive
out-of-pocket spending,
encourages earlier diagnosis
of chronic conditions,
improves use of preventive
services, and reduces
preventable mortality.28 The
short-term gains resulting
from insurance coverage
expansions in the ACA
include improved coverage
and reduced disparities in
access to care, improved

use of preventive services,
improved affordability

of health care, improved
health status, increased
prescription drug use

and adherence, improved
access to mental health
treatment, and improved
health status and mental
health among the chronically
ilL2? Insurance coverage is
linked to obtaining a usual
source of care, which reduces
preventable mortality and
out-of-pocket spending on
health care by individuals.>




- 190,000
3.5 million 600+% EPL

Eligible for Employer Coverage | 550,000 180,000

400-600% FPL

Eligible for Covered CA, over 400% FPL SSSS70,000 o
970,000 eligible

Eligible for Covered CA, under 400% FPL [EECY{XV[Y for Covered CA 410,000

200-400% FPL

Eligible for Medi-Cal" [SIIOKO[0)

Undocumented [EEZXON0[0)

* Public charge could add up
to 740,000 more uninsured Total does not add due to rounding

eligible for Medi-Cal 2022 Source: CalSIM version 2.7

Another 970,000 Californians are projected to be uninsured and eligible for Covered California
and without an employer offer of coverage—most (780,000) with incomes in the subsidy eligible
range at or below 600% FPL. These 780,000 may be able to receive financial assistance with
premiums and/or cost-sharing in the individual market if they were to enroll, but may not be aware
that they qualify for financial assistance.3®¢ Others may find the cost of coverage unaffordable, despite
the increased financial assistance available from the state. Californians’ struggles with affordability on
the individual market in the absence of state subsidies have been well documented.?” Among those
who enrolled in coverage on the individual market in 2017, 40 percent reported difficulty paying
their monthly premiums and 31 percent reported trouble paying out-of-pocket costs.?® While the
addition of state subsidies helps improve affordability, potential enrollees may still face daunting
affordability challenges. A single minimum wage worker earning $24,000 per year in 2020 (just over
190% FPL) would still be asked to pay 6.1 percent of income, or $122 per month, in premiums for an
enhanced silver plan with a deductible of $1400.3° For those in the 400-600% FPL range, expected
contribution caps of 9.86 to 18 percent of income may still feel unaffordable. For example, a single
worker at 500% FPL ($62,500 per year) in 2020 could pay up to 16 percent of income—$10,000 per
year or $833 per month—for a silver plan with a $4,000 deductible.

Another 550,000 Californians are projected to be eligible for an “affordable” offer of employer
sponsored coverage but nevertheless remain uninsured. Under the ACA, an offer of employer-
sponsored insurance is considered “affordable” if the worker’s contribution to premiums for the
lowest cost self-only plan offered by the employer is less than 9.78 percent of family income in 2020.
If this condition is met, family coverage is also considered “affordable,” even if it requires a premium
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contribution of more than 9.78 percent of family income. Despite eligibility for an offer, workers and
their family members may find coverage unaffordable: nationally 90 percent of uninsured workers
who turned down an offer of employer coverage cited cost as the primary reason.*® Even among
those who take up employer-sponsored insurance, affording premiums and out-of-pocket costs can
remain a challenge. While deductibles are still much less common in employer plans than on the
individual market, their prevalence is increasing: of California workers with single coverage from an
employer, the share who have a large deductible has grown from 10 percent in 2007 to 25 percent
in 2017.41

Demographics of the uninsured

The uninsured in 2022 are projected to continue to be disproportionately Latino, low-income, and
adults under age 50 compared to California as a whole (Appendix Exhibit A1). The uninsured are
concentrated in Los Angeles County mainly as a result of the large undocumented uninsured
population there (Appendix Exhibit A2).

Policy Recommendations

While California has cut its uninsured rate dramatically under the ACA and recent state actions are
projected to protect those coverage gains, 3.5 million will to continue to lack insurance in 2022 and
many insured Californians will continue to struggle to afford coverage and care.*?

In support of the goal of providing all Californians with timely access to high-quality, affordable
health care, state policymakers have established the Healthy California for All Commission to explore
options for establishing a unified financing system in the state, such as a single-payer system.
Establishment of this commission is concurrent with national policy debates that increasingly focus
on ways to achieve more universal and affordable coverage. Proposals to this end range from
building on the current multi-payer system to adopting Medicare for All, with many variations in
between. Other countries have taken a variety of approaches to get to universal coverage. Our
CalSIM estimates of how many and which Californians are projected to remain uninsured provide
important context to the discussion on national proposals to reform our healthcare system, as well as
to the Healthy California for All Commission as it analyzes gaps in the current system and develops
options for coverage expansions and a state-level unified financing system.

To address the largest group of uninsured in the state, California could expand Medi-Cal to all
low-income California adults regardless of immigration status and age, as the state has already
done for children and young adults under age 26. As with the expansion to children and young
adults, many of the uninsured are already enrolled in restricted-scope Medi-Cal, which covers
emergency and pregnancy-related services using federal and state funding and state-funded
long-term care when needed.** These adults could be automatically transitioned to full-scope
Medi-Cal upon enactment of such a policy, ensuring a substantial reduction in the uninsured. The
majority, though not all, of uninsured undocumented Californians would qualify for Medi-Cal based
on their income, making this an important first step in expanding eligibility and coverage to all
regardless of immigration status.
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The state can continue efforts to maximize enrollment among those eligible for Medi-Cal by
taking steps such as:

e Investing in and strengthening culturally- and linguistically-appropriate outreach and
enrollment assistance;

e Supporting education for families as well as service and health care providers to address
fears and misinformation caused by increased anti-immigrant policies and practices at
the federal level;

e Adopting express lane eligibility efforts to automatically enroll individuals in Medi-Cal if
their enrollment in another public program deems them eligible for Medi-Cal;

e Continuing to improve and provide assistance with transitions between Covered
California and Medi-Cal upon changes in eligibility;

e Aligning Medi-Cal program rules across populations; and

e Reducing administrative barriers to consumers renewing Medi-Cal.

California’s strong investment in marketing and enrollment assistance in the individual market
will continue to be needed to inform Californians about their obligations under the state penalty, as
well as the ACA and new state assistance for which they may qualify.#* As Californians continue to
churn into eligibility for different types of coverage as their circumstances change, they will continue
to need help accessing trusted information and staying aware of their options.

Close to 1 million Californians are projected to be eligible for Covered California but uninsured,

and many who purchase individual market coverage will still struggle to afford it. To address these
concerns and continue to strengthen the individual market, California could provide state subsidies
for those 138-200% FPL, improve state subsidies for those 200-600% FPL, and help with cost
sharing. Cost-sharing assistance—reductions to out-of-pocket costs and deductibles based on
income—has been available to Covered California enrollees with incomes at or below 250% FPL
since 2014, but that assistance was not expanded as part of the state subsidy program. Expanding
eligibility for cost-sharing assistance up to 400% FPL and improving cost-sharing assistance levels for
those who need more assistance could encourage enrollment and improve the affordability of and
financial security provided by existing coverage.

As we projected in our April 2019 brief, robust state policies providing additional help for individual
market enrollees and expanding Medi-Cal to the undocumented of all ages could have a substantial
impact on the uninsured rate, allowing the state to further reduce the number of uninsured below
the 3.5 million projected under the already-enacted state policies.*®

The federal government has the broadest set of options available for improving affordability of
employer-sponsored insurance—for example, setting further limits on workers’ contributions to
premium and out-of-pocket costs, such as capping out-of-pocket spending at 2 percent of income
as Germany does.*® (States are pre-empted from regulating self-insured employer-sponsored
insurance plans under the Employee Retirement Income Security Act of 1974, or ERISA.) At the state
level, one option for addressing affordability for a subset of the uninsured who are offered employer-
sponsored insurance may be to fix the family glitch by using state funds to provide ACA-equivalent
premium and cost-sharing subsidies to spouses and children who are eligible for family coverage
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that costs more than 9.78 percent of household income.*” State policies designed to slow the rate
of healthcare cost growth or reduce healthcare costs while also improving quality would likewise
help to ensure stable enrollment among Californians eligible for employer coverage or insurance
through Covered California.

California has taken important steps toward expanding coverage by successfully implementing

the ACA, expanding Medi-Cal eligibility to certain immigrants not eligible under federal policy,

and taking steps to stabilize the individual market in the face of federal health policy changes that
threatened to weaken it. The policies adopted by the governor and legislature in 2019 will build
upon these earlier efforts to prevent an increase in the uninsured and further stabilize the individual
market. But with 3.5 million Californians projected to be uninsured in 2022, the state must take
additional steps to fully achieve the vision of access to affordable health care for all Californians.
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Appendix

Exhibit A1. Demographics of the 770,000 who gain or retain coverage compared to Uninsured and all
Californians age 0-64 in 2022

Gain or Retain T — Californians
Coverage Age 0-64

Latino 360,000 46% 2,310,000 66% 40%
Asian, not Latino 50,000 6% 250,000 7% 13%
African American, not Latino 40,000 6% 110,000 3% 6%
White, not Latino 300,000 39% 800,000 23% 40%
Other, multiracial, not Latino 20,000 3% 40,000 1% 3%
0-18 years 90,000 12% 260,000 7% 29%
19-29 years 340,000 44% 990,000 28% 19%
30-49 years 190,000 24% 1,660,000  47% 30%
50-64 years 150,000 19% 610,000 17% 22%
<=200% FPL 560,000 72% 1,920,000 55% 40%
200-400% FPL 90,000 11% 880,000 25% 25%
400-600% FPL 70,000 9% 370,000 11% 16%
600+% FPL 60,000 8% 350,000 10% 19%

770,000 100% 3,520,000  100% 100%

Source: CalSIM version 2.7
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Exhibit A2. Uninsured by category and region, number and share of state total compared to all Californians age 0-64 in 2022

Undocumented Eligible for Eligible for EE“rgllbllg Zc:r Total Uninsured Californians
Uninsured Medi-Cal Covered CA Poy Age 0-64
Coverage

v:l[gem (A & Sacramento 60,000  47% | 80,000 11.5% | 90,000  94% | 50,000  93% | 280,000 8.0% 8.9 %
Greater Bay Area 220000 164% | 60,000  97% | 110000 11.6% | 110000 19.5% | 500000 143%  19.2%
Central Coast 90,000  65% | 30000  53% | 50000  49% | 30000  51% | 200000 56% 5.7 %
San Joaquin, Central Valley, 160000 118% @ 100,000 145% | 100000 99% | 70000 129% & 420000 119%  119%
Eastern, Kern

Los Angeles 490000 36.8% 180,000 277% = 280,000 29.2% | 150,000  27.2% | 1110000 315%  257%
Intand Empire 130,000  100% | 100,000 156% 150000 15.8% @ 60,000  114% | 450000 129% 121%
Orange 90,000  67% | 50,000  74% | 80000  87% | 40000  78% | 270000 76% 79 %
San Diego 90,000  71% | 60,000  84% | 100,000 10.6% | 40000  6.8% | 290000  8.2% 8.4%
Total 1,340,000 100% = 660,000 100% | 970,000 100% | 550,000  100% | 3,520,000 100% 100%

Source: CalSIM version 2.7

Regional definitions

Covered CA
Rating Regions

Description Counties

Alpine, Amador, Butte, Calaveras, Colusa, Del Norte, El Dorado, Glenn, Humboldt, Lake, Lassen, Mendocino, Modoc,

1,5 Northern CA & Sacramento Valley Nevada, Placer, Plumas, Sacramento, Shasta, Sierra, Siskiyou, Sutter, Tehama, Trinity, Tuolumne, Yolo, and Yuba

2,4,5,6,7,8 Greater BayArea Alameda, Contra Costa, Marin, Napa, San Mateo, San Francisco, Santa Clara, Solano, and Sonoma
9,12 C(entral Coast Monterey, San Benito, San Luis Obispo, Santa Barbara, Santa Cruz, and Ventura
10,11,13,14 Egztﬁ?]qllég:,n&ntral Valley, Fresno, Imperial, Inyo, Kern, Kings, Madera, Merced, Mariposa, Mono, San Joaquin, Stanislaus, and Tulare
15,16 Los Angeles Los Angeles
17 Inland Empire Riverside and San Bernardino
18 Orange Orange
19 San Diego San Diego
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