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This document outlines Covered California’s proposed Fiscal Year 
2021-22 budget. This proposed budget is provided to Covered 
California’s board for review and input, with a revised final proposed 
budget, including potential adjustments based on public comments 
and updated information, to be brought to the board for action in June 
2021. 
Covered California’s budget process is based on established budget 
principles, processes, and procedures to provide the highest levels of 
fiscal integrity, accountability, transparency, and accuracy. The 
budget seeks to leverage the most cost-effective and efficient level of 
resources that Covered California needs to carry out its mission and 
goals. 
In prior years Covered California has combined its Annual Report to 
the Governor and Legislature with its Fiscal Year budget.  The Annual 
Report will be released separately and include budget summary 
information along with a review of major issues addressed, 
accomplishments and challenges.   
Cover Image  
The people featured on the cover [Note: These are place holder photos that will be 
replaced by photos of real Covered California members] have benefitted from 
Covered California’s efforts. Their stories – and those of others told here 
https://www.coveredca.com/real-stories/ go beyond the data to provide personal 
perspectives on what Covered California has achieved since it first began offering 
coverage in 2014. 
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Executive Director’s Message 
 

The past three years have been both challenging and tumultuous. Covered California 
has successfully met multiple challenges and delivered on its mission to serve 
consumers.  Covered California responded to the removal of the federal penalty and 
other federal policies that could have impeded the delivery of benefits of the Affordable 
Care Act for Californians, implemented a new state subsidy program and individual 
mandate, and stepped up for Californians during the pandemic and recession.  With the 
passage of the American Rescue Plan Act (ARPA), Covered California is now 
embarking upon the largest national coverage expansion since the advent of the ACA.  
Throughout all this, Covered California continued expanding coverage and providing 
financial assistance to consumers.  Through the expansion of enrollment, we have 
helped slow the growth of premiums in the individual market – with two years in a row 
marked by premium increases of less than one percent.  These successes have 
enabled more Californians to get covered at a lower cost.   

Covered California’s fiscal prudence since its inception has allowed it to not only 
weather the tumultuous past few years, but seize the opportunity to expand its work to 
meet the coverage and affordability needs of millions of Californians.  In 2020, Covered 
California implemented the new state subsidy program and saw substantial growth in 
new enrollment.  This growth was followed by a recession prompted by the pandemic, 
which tested Covered California’s vital role as a part of California’s healthcare safety-
net.  More than 240,000 individuals and families who lost their employer sponsored 
insurance (ESI) were provided an essential lifeline during the recent COVID-19 special 
enrollment period.  The state subsidies boosted financial assistance to many individuals 
and families during a time of great need.  Covered California drew upon its reserves to 
fund one-time outreach and marketing efforts to ensure that Californians found and 
secured the health care coverage they needed.   

As we enter fiscal year 2021-22, Covered California is implementing ARPA and 
managing through a recovering economy.  The ARPA builds on the ACA and is 
providing new financial assistance to millions of Californians.  The work to implement 
this law over a few short months has involved every part of our organization – and its 
benefits are now being realized concretely by those already enrolled with Covered 
California.  Outreach efforts are underway to reach more Californians.  Beyond the 
enrollment changes occurring due to ARPA, a recovering economy will also result in 
new enrollment inflows and outflows.  Some individuals may shift to ESI as they return 
to work, while others will begin to transition into Covered California from Medi-Cal with 
the resumption of eligibility redeterminations.  Over the past 12-months, California’s 
unemployment rate rose to a high of 16 percent and has since fallen to 8.1 percent.  An 
evolving and unpredictable macro-economic environment means that uncertainty will be 
inherent in our future enrollment and financial outlook.   
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Economic and labor market risks remain.  COVID-19 variants pose a threat and vaccine 
hesitancy may induce increased infection rates prompting the return of more restrictive 
measures.  Higher inflation may materialize, as supply chains fail to meet consumer 
demand.  It is not clear whether the inflation will represent a short-term event, or 
becomes problematic.  While the stock market has raced to record highs, a stock 
market decline could materialize, resulting in declines in state revenues.  All of these 
macro-economic risks would greatly influence enrollment into and out of Covered 
California as the economy adjusts.  Beyond the macro-economic uncertainty, the timing 
and size of potential in-flows of enrollment from the state’s Medi-Cal program are also 
difficult to plan for with great precision. 

While we continue to think ARPA take-up rates and related enrollment will be 
substantial, we must always plan for downside risk.  Estimates of the take-up rate made 
by various research organizations vary greatly, with some more optimistic and others 
pessimistic.  Individual consumer reaction to the availability of new financial support is 
subject to great variability and uncertainty.  Combined, this uncertainty means that 
Covered California must be cautious as it proceeds.  As always, Covered California has 
built a FY 2021-22 budget that recognizes a range of possible scenarios.  As in every 
budget cycle, Covered California continues to innovate and look for better ways to 
deliver on its mission.  Unlike prior years, however, we are noting to the board that we 
may return in the fall with a proposal to revise the budget as some of the major 
enrollment and economic factors become more certain. 

During the FY 2021-22 budget build, our 18 divisions evaluated their operations, and 
many provided innovative budget requests.  While each request had merits, given the 
uncertainty surrounding this budget cycle, we decided to delay some decisions until we 
get a clearer picture of our enrollment and revenue trends emerge.  While we are 
limiting financial risk by deferring action on some budget augmentation requests, 
Covered California is still proposing a budget containing small increases in spending for 
personnel, and Operating Expenses & Equipment.   

Covered California’s proposed operating budget for FY 2021-22 is $403.3 million, which 
represents a decrease of $36.9 million compared to the FY 2020-21 approved budget. 
Permanent staffing increases by one, from 1,419 to 1,420. Covered California’s FY 
2021-22 proposed budget incorporates several planned reductions, and modifications to 
how it funds capital projects.  This year’s proposed operating budget includes the 
following proposed elements: 

• The elimination of $30 million in one-time marketing spending for pandemic 
outreach, 

• The elimination of $10 million in one-time Service Center spending for increased 
consumer support during the pandemic, 

• The movement of $16.3 million in CalHEERS amortizable expenditures out of the 
operating budget and into the appropriate capital projects budget, 

• Leaving the assessment fee on Qualified Health Plans for 2022 at 3.25 percent, 
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• An unallocated allotment of $10 million for budget augmentations,   
• Assumes the ending of the State Employee Personal Leave Program (PLP), which 

reduced employee salaries by 9.23 percent during FY 2020-21, 
• A $134.5 million investment for marketing and outreach, which includes $6.6 million 

for the Navigator program and $42.3 million for paid media efforts,  
• A $134.7 million investment for our Service Center and Consumer Experience 

divisions, 
• The development of a comprehensive, fiscally sustainable, and multi-year capital 

plan to ensure effective management of capital investments.  The multi-year capital 
plan will: 
o Identify and prioritize expected needs, 
o Establish project scopes and costs, and 
o Detail estimated funding needs, identify sources of funds, and measure future 

project’s operating and maintenance costs.  
• Policies to meet potential revenue downturns in the context of planned working 

capital, including raising the assessment fee, and adopting expense reductions. 

As always, Covered California remains nimble with sufficient resources to take 
advantage of opportunities as they arise, which is a testament to our sustained fiscal 
prudence.  Covered California’s proposed FY budget projects that its ending cash 
reserve for FY 2021-22 will total $339.2 million, which will fund roughly 9.9 months of 
budgeted operations. 

In this proposed budget, Covered California continues its practice of adhering to a 
prudent financial strategy that supports mission accomplishment. We recognize that 
while the pandemic is becoming more manageable and the economy is recovering, a 
degree of uncertainty remains.  FY 2021-22 presents opportunities to implement new 
policies, as the federal government — through ARPA — provides enhanced subsidies 
that can provide 2.5 million Californians with new and expanded financial help to lower 
health insurance premiums.  Covered California also continues its commitment to fund 
extensive marketing and outreach efforts to ensure that Californians are aware of the 
tremendous financial support available in the coming year.  At the same time, the fact 
that those subsidies are currently in law only through 2022 contributes to the uncertainty 
in future years.   

As you review this proposed budget, we encourage you to pause and consider not only 
the historic scale and impact of our efforts, but also how they are affecting the lives of 
ordinary Californians. As we go forward, Covered California will focus both on 
continuing to expand coverage in affordable plans and making sure those who are 
covered get the care they need. 

Like so much of what Covered California does, this budget is the product of teamwork 
across and beyond our organization. I extend my sincere appreciation to the board as 
they provide input and direction throughout this budget development cycle.  This has 
been an extraordinary time for all.   
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I. Introduction 
Covered California enters fiscal year (FY) 2021-22 in what can fairly be described as its 
most important period since the federal Patient Protection and Affordable Care Act first 
started providing coverage in 2014. The ACA opened the doors to health care for 
millions of Americans, and the new American Rescue Plan Act (ARPA) builds on that 
success by providing new and expanded financial help to lower health insurance 
premiums for an estimated 2.5 million Californians.1  
The new law will help low- and middle-income Californians save thousands of dollars in 
health care premiums and strengthen the state’s economy as the country emerges from 
the pandemic and recession.  
Covered California finished its most recent open-enrollment period with more than 1.6 
million consumers2, which established a new record-high for the most plan selections at 
the start of a coverage year. The record number of consumers comes after Covered 
California opened a special-enrollment period throughout the spring and summer of 
2020 in response to COVID-19 and signed up hundreds of thousands of people who 
either did not have health insurance or had lost their coverage due to the pandemic and 
recession.  
The record-high enrollment means Covered California has a strong foundation to build 
on in serving Californians.  This proposed budget lays out Covered California’s multi-
year plan. The budget displays how the exchange operates a strong organization in a 
competitive market that reaches into every community in the state.  The exchange 
ensures that California’s diverse population understands and makes use of the 
insurance options in this new era of health care.  
Highlights of the FY 2021-22 proposed budget include: 

• Self-sufficiency: Covered California remains solely self-sufficient, as it has been 
since FY 2016-17, and does not use any state funding. Covered California relies on 
the assessment fees it collects from health plans, which is proposed to remain at 
3.25 percent during FY 2021-22 – after having lowered the assessment by 0.25 
percentage point in each of the past three fiscal years.  Covered California 
anticipates ending the fiscal year with more than $339.2 million in cash reserves, 
which would cover 9.9 months of operating expenses. Since the cost of these 
assessments is spread across the entire individual market — both on-exchange 

 
1 Covered California, April 12, 2021. “Covered California Opens the Doors for Millions of Californians to Benefit From 
Lower Health Care Premiums, Save Money and Stimulate the Economy Through the American Rescue Plan.”  
https://www.coveredca.com/newsroom/news-releases/2021/04/12/covered-california-opens-the-doors-for-millions-of-
californians-to-benefit-from-lower-health-care-premiums-save-money-and-stimulate-the-economy-through-the-
american-rescue-plan/  
 
2 Covered California, Jan. 12, 2021. “Covered California Begins New Year with a Record Number of Plan Selections, 
Serving Those Hardest Hit by the Pandemic, as State Experiences Post-Holiday Surge of New COVID-19 Cases.” 
https://www.coveredca.com/newsroom/news-releases/2021/01/12/covered-california-begins-new-year-with-a-record-
number-of-plan-selections-serving-those-hardest-hit-by-the-pandemic-as-state-experiences-post-holiday-surge-of-
new-covid-19-cases/  
 

https://www.coveredca.com/newsroom/news-releases/2021/04/12/covered-california-opens-the-doors-for-millions-of-californians-to-benefit-from-lower-health-care-premiums-save-money-and-stimulate-the-economy-through-the-american-rescue-plan/
https://www.coveredca.com/newsroom/news-releases/2021/04/12/covered-california-opens-the-doors-for-millions-of-californians-to-benefit-from-lower-health-care-premiums-save-money-and-stimulate-the-economy-through-the-american-rescue-plan/
https://www.coveredca.com/newsroom/news-releases/2021/04/12/covered-california-opens-the-doors-for-millions-of-californians-to-benefit-from-lower-health-care-premiums-save-money-and-stimulate-the-economy-through-the-american-rescue-plan/
https://www.coveredca.com/newsroom/news-releases/2021/01/12/covered-california-begins-new-year-with-a-record-number-of-plan-selections-serving-those-hardest-hit-by-the-pandemic-as-state-experiences-post-holiday-surge-of-new-covid-19-cases/
https://www.coveredca.com/newsroom/news-releases/2021/01/12/covered-california-begins-new-year-with-a-record-number-of-plan-selections-serving-those-hardest-hit-by-the-pandemic-as-state-experiences-post-holiday-surge-of-new-covid-19-cases/
https://www.coveredca.com/newsroom/news-releases/2021/01/12/covered-california-begins-new-year-with-a-record-number-of-plan-selections-serving-those-hardest-hit-by-the-pandemic-as-state-experiences-post-holiday-surge-of-new-covid-19-cases/
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enrollment and off-exchange enrollment in mirrored products that consumers 
purchase directly from Covered California’s 11 health plans — this rate will equate to 
an assessment of about 2.3 percent on all premiums in the individual market in 
2022. This assessment – taken with health insurers other direct costs to acquire new 
insureds -- reflects far lower costs to health insurers than they previously spent to 
enroll and retain members prior to Covered California, which fosters lower premiums 
and contributes to a healthier risk mix.  

• Operating budget: Covered California’s proposed operating budget for FY 2021-22 
is $403.3 million, which represents a decrease of $36 million compared to the FY 
2020-21 approved budget (see Table 1. Covered California’s Multi-Year Financial 
Forecast Mid Enrollment Estimate). The operating budget will provide for 1,420 
authorized positions to help Covered California carry out its mission.  Covered 
California’s FY 2021-22 proposed budget incorporates several planned adjustments, 
and modifications to how it funds capital projects.  This year’s operating budget 
includes the following: 
 
• The elimination of $30 million in one-time Marketing spending for pandemic 

outreach, 
• The elimination of $10 million in one-time Service Center spending for increased 

consumer support during the pandemic, 
• The movement of $16.3 million in CalHEERS amortizable expenditures out of the 

operating budget and into the appropriate capital projects budget. 
• Leaving the assessment fee on Qualified Health Plans for 2022 at 3.25 percent, 
• An unallocated allotment of $10 million dollars for budget augmentations,   
• A $134.5 million investment for marketing and outreach, which includes $6.6 

million for the Navigator program and $42.3 million for paid media efforts,  
• A $134.7 million investment for our Service Center and Consumer Experience 

divisions, 
• The development of a comprehensive, fiscally sustainable, and multi-year capital 

plan to ensure effective management of capital investments.  The multi-year 
capital plan will: 
 Identify and prioritize expected needs, 
 Establish project scopes and costs, and 
 Detail estimated funding needs, identify sources of funds, and measure 

future project’s operating and maintenance costs,  
• Policies to meet potential revenue downturns in the context of planned working 

capital, including raising the assessment fee, and adopting expense reductions. 
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Figure 1. 
Covered California’s FY 2021-22 Operating Budget Distribution by Major 

Functional Area 
(Dollars in Millions) 

 
 

 
• Investing in marketing and outreach: Covered California will continue its 

extensive marketing and outreach investments, which have helped it achieve one of 
the best take-up rates and lowest health risk scores in the nation, to ensure 
Californians know about the new and expanded financial help now available through 
the ARPA. The proposed budget for FY 2021-22 includes $134.5 million for 
marketing and outreach, which includes $6.6 million for the Navigator program and 
$42.3 million for paid media efforts. The budget also includes $134.7 million for our 
Service Center and Consumer Experience divisions. 
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and Consumer 
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Administration
$60.9 
15%

Total = $403.3 
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• Holding health plans accountable and promoting better care: Each year, 
Covered California negotiates with its contracted health insurance companies and 
holds them accountable for having the lowest possible premiums, delivering the right 
care at the right time, and promoting changes in health care delivery. These efforts 
benefit both those who enroll through Covered California and the thousands of 
Californians who purchase directly from these health plans in the individual market. 
In the coming year, Covered California will also require its health insurance 
companies to address significant drops in preventive care due to the COVID-19 
pandemic3, particularly in childhood immunizations and colorectal cancer 
screenings, which have exacerbated racial and ethnic health disparities across the 
state. 

• Using data analytics to improve quality and equity: Covered California continues 
to build its infrastructure to identify and develop strategies to assess the quality of 
care provided to all consumers, with a focus on assessing the extent to which some 
consumers may receive differences in care or health outcomes based on their race, 
ethnicity, gender, income and other factors. Covered California’s Healthcare 
Evidence Initiative has data encompassing all care and services provided to its 
enrollees since 2014 which is increasingly generating actionable information.  

• New internal investments to promote efficiency: Covered California is investing 
in a range of information technology solutions to make its operations more efficient, 
including a Human Capital Management Solution to automate manual and paper-
based human resources processes that are time-consuming and prone to errors, 
causing incorrect and inefficient distribution of information and costly rework. In 
addition, Covered California is doing a major review of its lease and space planning 
to ensure that it is making appropriate long-term decisions.  

• Preparing for the future: In addition, the agency continues to invest in its future by 
providing $16.3 million for the Capital Projects fund.  The capital projects budgeted 
expenditures for FY 2021-22 totals $24.3 million, with $16.3 million associated with 
amortizable CalHEERS investments.  It is projected that the capital projects fund FY 
2021-22 ending balance will total $47.6 million. Infrastructure, technology, and major 
equipment are the foundation for providing services to consumers.  The 

 
3 Covered California, April 21, 2021. “California’s Largest Public Health Care Purchasers Unite to Address Gaps in 
Childhood Immunizations and Colorectal Cancer Screenings Due to the COVID-19 Pandemic.” 
https://www.coveredca.com/newsroom/news-releases/2021/04/21/californias-largest-public-health-care-purchasers-
unite-to-address-gaps-in-childhood-immunizations-and-colorectal-cancer-screenings-due-to-the-covid-19-pandemic/  

https://www.coveredca.com/newsroom/news-releases/2021/04/21/californias-largest-public-health-care-purchasers-unite-to-address-gaps-in-childhood-immunizations-and-colorectal-cancer-screenings-due-to-the-covid-19-pandemic/
https://www.coveredca.com/newsroom/news-releases/2021/04/21/californias-largest-public-health-care-purchasers-unite-to-address-gaps-in-childhood-immunizations-and-colorectal-cancer-screenings-due-to-the-covid-19-pandemic/
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procurement, design, construction, maintenance, and operation of capital assets, 
including intangible assets, are vital activities of Covered California and therefore 
require careful planning.   
A properly prepared capital plan is essential for the future health of Covered 
California and the continued delivery of services to its consumers.  Therefore, 
Covered California is developing a comprehensive, fiscally sustainable, and multi-
year capital plan to ensure effective management of capital assets.  The multi-year 
capital plan will:  

• Identify and prioritize expected needs,  
• Establish project scopes and costs,  

• Detail the estimated amount of funding from various sources and each project’s 
future operating and maintenance costs.  

 
• Continue to Meet the Needs of Californians by Delivering on Covered 

California’s Mission of Expanding Coverage and Promoting Quality Care 
The budget reflects Covered California’s ongoing focus to fulfilling its core strategic 
priorities while continuously improving performance, striving to ensure that:  
• Health care provided through contracted plans is affordable to consumers. 

• Once covered, consumers receive needed care on a timely basis that recognizes 
the diverse needs and backgrounds of Californians. 

• Consumers are provided the encouragement, education and outreach they need 
to find the coverage most suited to their needs and make informed decisions. 

• Consumers have a positive experience that motivates them to maintain their 
coverage. 

• Our organization develops the internal tools and processes to ensure 
organizational excellence and provide the resources to meet our goals 
and objectives. 

• The budget continues building on all aspects of the organization that promote an 
effective market for consumers, keep coverage affordable, and make sure that 
consumers can obtain needed care and have a positive experience working with 
Covered California. Central to these efforts is ensuring that our workforce has the 
tools and resources to do their jobs well. 

 
Covered California’s FY 2021-22 proposed budget projects $399.6 million in revenues 
and $403.3 million in operating expenses and will use resources from its cash reserves 
to finance the planned deficit. Funding the difference between revenues/income and 
operating expenses for FY 2021-22 will require the use of $3.7 million in cash reserve 
funds. Under the Mid forecast for the multi-year financial projections, Covered California 
would still maintain reserves that would cover roughly 10 months of annual budgeted 
operations for the foreseeable future, which the organization believes is a prudent level 
that would allow for an adjustment to either revenue or expenses in the event of a 
significant deviation in enrollment from budgetary expectations. 
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Table 1. 
Covered California 

Condensed Statement of Revenues, Expenses and Net Income/(Loss) 
FY 2020-21 Actual/Forecasted versus FY 2021-22 Proposed Budget 

This proposed budget details how Covered California’s policies put consumers first, 
focusing on ensuring that they have good products that will provide high-quality care 
when they need it. Covered California will continue to make significant investments in 
marketing and outreach, recognizing that health insurance is a product that needs to be 
actively sold to consumers. 
  

Fiscal Year 2020-21 
Forecast As of May 

2021
FY 2021-22 

Proposed Budget
Assessment Fee 3.25% 3.25%
Projected Growth in Premiums 2.9% 1.0%
Projected Average Monthly Eligibles 1,539,596                 1,663,421                
Projected Total Member Months Indiv. Market 18,475,151               19,961,054              
Projected Individual Market Fee PMPM 19.17$                      18.58$                     

Individual Market Operating Revenues (Med. Dental) 356,200,143$            372,862,785$          
CCSB Operating Revenues 20,583,630$              22,217,771$            
Other Income 1,446,310$               4,500,000$              
Total Revenues 378,230,083$            399,580,556$          
Total  Operating Expenses 413,856,579$            403,321,177$          
Net Operating Income (Loss) (35,626,496)$            (3,740,621)$             
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II. FY 2020-21 Capital Projects Budget 
To better plan and manage capital asset acquisitions, Covered California maintains a 
separate capital projects fund that was established in FY 2017-18.  Infrastructure, 
technology, and major equipment are the foundation for providing services to 
consumers.  The procurement, design, construction, maintenance, and operation of 
capital assets, including intangible assets, are vital activities of Covered California and 
therefore require careful planning.   
A properly prepared capital plan is essential for the future health of Covered California 
and the continued delivery of services to its consumers.  Therefore, Covered California 
is developing a comprehensive, fiscally sustainable, and multi-year capital plan to 
ensure effective management of capital assets.  The multi-year capital plan will:  

• Identify and prioritize expected needs,  
• Establish project scopes and costs, and 
• Detail the estimated amount of funding from various sources and each project’s 

future operating and maintenance costs.   
The capital projects resource funding may be derived from operating surpluses or 
through transfers from Covered California’s cash reserve.  Based on board resolutions 
through the enactment of its annual budget, the board approves the fiscal year capital 
asset budget.  Capital project budget resources will be approved after evaluating 
working capital, financial ratios, and operational reserves.  

FY 2020-21 Budget Highlights and Proposed FY 2021-22 Key Changes 
 
Covered California’s FY 2020-21 approved budget allocated $20 million to the Capital 
Reserve fund.   
The approved FY 2020-21 budget authorized $20 million in capital project expenditures. 
( Table 2, FY 2020-21 Actual/Forecasted Capital Projects Expenditures Compared to 
FY 2020-21 Approved Budget Expenditures).  These capital project expenditures are 
projected to include investments for: 
 
• Capital costs related to the renewal of leases at all locations through 2022 and 

project and construction management services for the various tenant improvements 
associated with lease renewals.  
 

• Assistance with the solicitation of leasing proposals for facilities, and negotiations 
with developers.  
 

•  Tenant improvements to develop the 247 E. Nees Ave. location, and •  
 

• The acquisition of space on the third floor, and tenant improvements to the new and 
existing Ranch Cordova space.  
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It is projected that Covered California will incur $20 million in capital project 
expenditures in FY 2020-21, equating to the budgeted total of $20.0 million.  Covered 
California is projected to end FY 2020-21 with a capital projects fund balance of $55.6 
million ( Table 3.). 
 
 

Table 2 
FY 2020-21 Actual/Forecasted Capital Projects Expenditures  

Compared to FY 2020-21 Approved Budget Expenditures 
(Dollars in Millions) 

 

 
 

FY 2021-22 Capital Project Fund Balance and Proposed Budget 

For fiscal year 2021-22, Covered California’s capital project fund beginning balance is 
projected to total $55.6 million (Table 3.).   As part of Covered California’s capital 
investment and planning, it proposed to fund both leasehold capital expenses and 
specific amortizable expenses associated with CalHEERS enhancements/replacements 
through the capital projects funds.  As previously discussed, Covered California is 
developing a developing a comprehensive, fiscally sustainable, and multi-year capital 
plan to ensure effective management of capital assets, including technology 
investments.   

In FY 2021-22, Covered California proposed to fund $16.3 million in CalHEERS 
amortizable expenses through the capital projects fund.  In addition, Covered California 
is proposing an $8 million budget for leasehold improvements, equipment, and furniture.  
(Table 4)  

  

 FY 2020-21 
Actual/Forecasted  

FY 2020-21 Approved Capital Projects Budget 20.0$                       
FY 2020-21 Actual/Forecasted Capital Project Expenditures (20.0)$                      
Difference -$                                            
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Table 3. 

Covered California Capital Project Fund Balance  
FY 2020-21 Actual/Forecast and FY 2021-22 Proposed 

Budget 
(Dollars in Millions) 

 

 
 

Table 4 

Covered California Capital Projects  
FY 2021-22 Proposed Budget 

(Dollars in Millions) 
 
 

 
  

 FY 2020-21 
Actual/Forecasted  

 FY 2021-22 
Proposed 

Budget 
Capital Projects Fund Beginning Balance 55.6$                         55.6$                  
Transfer-In From FY Operating Income/Cash Reserve 20.0$                         16.3$                  

Total Capital Projects Funds Available 75.6$                         71.9$                  
Capital Project Fund Expeditures for FY (20.0)$                        (24.3)$                 
Ending Capital Projects Fund 55.6$                         47.6$                  

 FY 2021-22 
Proposed Budget 

CalHEERS Amortizable Expenditures 16.3$                       
Other Capital Investments 8.0$                         
Total 24.3$                       
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III. Covered California’s Fiscal Year 2021-22 Proposed 
Operating Budget: Program Detail and Comparison to 
the Approved Budget for FY 2020-21  

 

The program detail for Covered California’s fiscal year (FY) 2021-22 proposed operating 
budget provides information on staffing levels and expenditures for each of Covered 
California’s five major functional areas and 18 divisions, comparing the FY 2021-22 
proposed budget to the FY 2020-21 approved budget. 

We start with a comparison of operating expenses for each of the five major functional 
areas. This provides the reader with a high-level overview of how Covered California’s 
operating expenses will change between the approved budget for FY 2020-21 and the 
FY 2021-22 proposed budget. We highlight significant differences in expenses within 
each functional area.   

We then provide functional area and division-level program detail. Each section starts at 
the functional area and is followed by division-level summaries. Table 5 presents a key 
showing each division’s functional area. Each division-level summary includes a brief 
description of the division as well as presents major changes in the budget from the 
prior year, and the division’s key objectives for FY 2021-22. The descriptions seek to 
show how the division’s activities are aligned with Covered California’s strategic 
priorities and provide the rationale for any significant increases in proposed 
expenditures and staffing included in the proposed budget.  Note that this year’s budget 
is not combined with Covered California’s Annual Report which is submitted to the 
Governor and the Legislature.  Covered California will prepare a separate document 
that summarizes its accomplishments and challenges, that will include budget summary 
information, in the coming months. 

The division-level information on operating expenses is categorized as follows: 
Personnel Services, which includes salary and benefits, and Operating Expenses, 
which includes expenses associated with contracts and all other operational expenses.  
Allocated expenses refer to expenditures for information technology and other statewide 
shared enterprise expenses. These expenses are allocated to each program and are 
presented as separate line items within each division’s program summary. Capital 
projects are budgeted separately and are presented in Chapter II. Covered California’s 
FY 2020-21 Proposed Capital Projects Budget. 
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Table 5 
Functional (Budget) Area of Covered California Divisions 

 
Functional Area  Division 

Plan Management and 
Eligibility 

Plan Management  
Policy, Eligibility and Research  

Marketing, Outreach/Sales 
and Other 

Marketing 
Outreach and Sales 
Program Integrity  
Communications and External 
Affairs  

Service Center and 
Consumer Experience 

Service Center 
Ombud’s Office 
Customer Care  

Technology CalHEERS 
Information Technology  

Administration  

Business Services Branch 
Financial Management Division 
Human Resources Branch 
Office of Legal Affairs 
Covered California University 
Executive Office 
Equal Employment Opportunity 
Office 
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Overall Changes in Operating Expenses Between the FY 2020-21 Approved 
Budget and the FY 2021-22 Proposed Budget by Functional Area 

Below is a summary of the major changes for each functional area, which compares the 
FY 2020-21 approved budget operating expenses to the FY 2021-22 proposed budget 
operating expenses (Table 6).   

The proposed FY 2021-22 operating budget provides $403.3 million to carry out 
Covered California’s mission. This proposed budget represents a $36.9 million 
reduction in Covered California’s operating budget. The proposed FY 2021-22 budget 
has been modified in several ways compared to the FY 2020-21 approved budget: First, 
one-time Marketing and Service Center expenses totaling $41.6 million associated with 
COVID-19 pandemic outreach have been eliminated. Second, the FY 2021-22 
proposed budget also moves CalHEERS amortizable expenses from the operating 
budget to the capital projects budget. This results in a $16.2 million reduction in the 
operating budget and a corresponding increase in the capital projects budget. The 
increase in Administration expenses results from transitioning 16 positions from Plan 
Management to the Executive Office, as well as additional personnel-related expenses 
associated with merit salary increases and lower vacancy rates. The 16 positions 
transferred to the Executive Office will establish the Equity Quality Transformation 
Division.   

Table 6 
Expenses by Major Program Group: FY 2020-21 and FY 2021-22 Proposed Budget  

 
Note: The expenses presented in the table represent expenses after allocating pro rata and IT.   

 

Comparing the Approved FY 2020-21 Budget to the Proposed FY 2021-22 Budget 
by Expense Category 

Personnel Expenses  
Proposed FY 2021-22 personnel expenses recognized a $3 million net increase over 
the FY 2020-21 approved budget. This includes an overall increase of $4.6 million as 
well as a salary savings reduction totaling $1.6 million. The increase in personnel 
expenses is largely the result of a declining vacancy rate and merit salary adjustments 

Fiscal Year 
2020-21 

Fiscal Year 
2021-22  

Major Functional Area
Approved 

Budget
Proposed 

Budget Difference
Plan Management and Eligibility 28.4$               27.2$               (1.2)$                 
Marketing, Outreach/Sales and Other 159.2$             134.5$             (24.7)$                
Service Center and Consumer Experience 135.4$             134.7$             (0.7)$                 
Technology 61.4$               46.1$               (15.3)$                
Administration 55.8$               60.9$               5.1$                   
Total 440.2$             403.3$             (36.9)$                
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(Figure 2). Readers should note that the approved FY 2020-21 budget was not 
adjusted for the 9.23 percent salary reduction that was implemented as part of the 
policy for all state departments to implement savings through a Personal Leave 
Program. Total permanent staffing increased by one position, from 1,419 to 1,420.   

Operational Expenditures 

The proposed FY 2021-22 budget of $247.1 million includes all contract and operational 
expenses, such as paid media, CalHEERS, IT infrastructure, a Service Center surge 
vendor, Navigators and Covered California for Small Business sales and administrative 
support. FY 2021-22’s proposed overall operational expenses are $39.9 million less 
than the FY 2020-21 approved budget.  The net change of $39.9 million is the result of 
eliminating two one-time targeted expenses that were adopted in the FY 2020-21 
budget to conduct outreach and enrollment in the face of the recession caused by the 
COVID-19 pandemic (one-time Marketing expenses of $30 million, and eliminating one-
time supplemental surge capacity Service Center expenses of $11.6 million), increased 
information technology expenses of $2.3 million, increased pro rata expenses of $1.8 
million, moving CalHEERS amortization expenses totaling $16.3 million to the capital 
projects fund budget, reducing voter registration expenses by $1 million, and adding 
$10 million for unallocated budget concept statement (BCS) augmentations (Figure 2).   

 
Figure 2 

Comparison of FY 2020-21 Approved Budget  
to FY 2020-21 Proposed Budget  

(Dollars in Millions) 
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Plan Management and Eligibility 
The Plan Management and Eligibility functional area includes the Plan Management 
Division and the Policy, Eligibility and Research Division. The proposed budget for FY 
2021-22 is $27.2 million. 
 
Plan Management and Policy, Eligibility and Research — Multi-Year View 
 

 

  

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2021-22  

Actual Approved 
Budget

Proposed 
Budget

Positions 89 100 84

Personnel Expenses 9,371,551$       13,095,880$     11,149,435$    
Other Operating Expenses 8,163,920$       12,944,981$     13,664,561$    
       Subtotal 17,535,471$     26,040,861$     24,813,996$    

Allocated Expenses
Information Technology 871,592$          1,221,572$       1,195,032$      
Prorata/Supp. Pension/Other 934,973$          1,115,935$       1,208,196$      
       Total Operating Expenses 19,342,036$     28,378,368$     27,217,223$    

MARKETING, 
OUTREACH/SALES 

AND OTHER
$134.5 

SERVICE CENTER 
AND CONSUMER 

EXPERIENCE
$134.7 

TECHNOLOGY
$46.1 

ADMINISTRATION
$60.9 

PLAN 
MANAGEMENT 

DIVISION 
$7.9 

POLICY, 
ELIGIBILITY & 

RESEARCH DIV
$19.4 

Plan Management 
and Eligibility

$27.2 
7%

Plan Management and Eligibility
Fiscal Year 2021-22

Proposed Budget
(Dollars in Millions)

$403.3 
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Plan Management Division 
Division Description  
 
The Plan Management Division’s purpose is to improve the cost, quality and 
accessibility of health care delivered to consumers by selecting, negotiating with and 
holding Covered California’s contracted health plans accountable for delivering quality 
health care while fostering improvements in care delivery that can benefit all 
Californians.    
 
Division Budget — Multi-Year View  
 

 
Highlights for Proposed FY 2021-22 Budget and Key Changes 

Plan Management Division’s proposed FY 2021-22 other operating expenses increase 
by $400 thousand over the FY 2020-21 approved budget.  The increase is the result of 
absorbing a contract with IHA from the Policy, Eligiblity and Research Division totaling 
$250 thousand, an unallocated Budget Concept Statement (BCS) allotment of $206 
throusand, and roughly $53 thousand of training, travel, and general expenses 
transferred to the Executive branch.   
Permanent personnel are reduced by 16 positions.  The positions are transferred to to 
establish the Equity, Quality and Transformation Division, which is under the direction of 
the Chief Medical Officer who reports direclty to the Executive Director.  In the final 
budget, the expenses for this division will be reflected separately.  This results in a 
reduction in personnel expenses totaling $2.1 million.    
Total permanent personnel declines from 46 to 30 positions, or 16 positions. 
 
  

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2021-22  

Actual Approved 
Budget

Proposed 
Budget

Positions 41 46 30

Personnel Expenses 5,020,012$       6,473,194$       4,310,122$      
Other Operating Expenses 1,636,340$       2,355,000$       2,758,225$      
       Subtotal 6,656,352$       8,828,194$       7,068,346$      

Allocated Expenses
Information Technology 401,520$          561,923$          426,797$         
Prorata/Supp. Pension/Other 371,552$          411,893$          359,445$         
       Total Operating Expenses 7,429,424$       9,802,010$       7,854,589$      
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Key Objectives for Fiscal Year 2021-22 
The Plan Management division will focus on the following core areas in FY 2021-22: 

• Conduct regular negotiating, oversight, and accountability processes for the 11 
contracted health plan issuers and 8 contracted dental plan issuers as well as 
consider applications for new health issuers. 
 

• Gain agreement with contracted health plan issuers and stakeholders on major 
contractual revisions that will lay the groundwork for major contract changes to 
take effect in the 2023 plan year. These changes are intended to promote 
affordability, quality, and access to care.  

In addition to core division functions and ongoing initiatives listed above, Plan 
Management (including Health Equity and Quality Transformation) anticipates these key 
new strategies in the upcoming fiscal year:  

• Build upon lessons learned from its health plan issuer contracting experience, 
continue engaging with external stakeholders, and increase alignment with other 
purchasers to improve the value and quality of care delivered to individual market 
consumers and Californians in general. This will be accomplished through 
material changes in the contracted health plan issuer contracts for plan year 
2022, transitioning to more significant changes for the 2023-25 contract term, 
guided by Covered California’s vision for health care in 2030. 
 

• Work with its contracted health plan issuers, aligned purchasers and other 
interested stakeholders to ensure Covered California enrollees, and Californians 
in general, receive the best possible health care despite the ongoing COVID-19 
pandemic. This includes addressing COVID-19 related gaps in key preventive 
health services like childhood vaccinations and colorectal cancer screening, as 
well as ensuring enrollees receive COVID-19 vaccinations. 
 

• Initial implementation of Assembly Bill (AB) 929 (California Health Benefit 
Exchange: data collection) including collection and use of newly available Health 
Evidence Initiative (HEI) data to provide public reporting on plan performance 
and share learnings from Qualified Health Plan (QHP) Contract Attachment 7 
requirements with a focus on cost, quality and health disparities.   
 

• Development of the Quality Transformation Fund which includes development of 
a parsimonious set of quality measures tied to significant financial penalties for 
poor performance, with targeted investment of funds to improve performance.     
 

• QHP Contract Attachment 7 and Attachment 14 refresh with a focus on 
addressing racial and ethnic disparities, promotion of advanced primary care, 
and behavioral health innovation.   
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Policy, Eligibility and Research Division 
Division Description  
 
The Policy, Eligibility and Research Division, through its Eligibility Branch, ensures 
appropriate implementation of program-eligibility rules. The Policy and Research Branch 
provides accurate, complete and timely policy and data analysis to support evidence-
based decision-making, with a focus on analyzing both enrollment and the care 
provided by contracted health plans to support Plan Management’s work to hold health 
plans accountable. 
 
Division Budget — Multi-Year View  
 

 
Highlights for Proposed FY 2021-22 Budget and Key Changes 

The increase in Policy, Eligibility, and Research Division's FY 2021-22 proposed other 
operating expense budget by $316 thousand is the result of the net effect of contract 
escalations for cost of living, the transfer of the IHA contract to Plan Management 
Division (PMD), and a BCS unallocated allotment.  Significant budget line items include: 

• The CHIS contract with UCLA is increased by $33 thousand or 5% for cost of living, 
• The CALSIM contract with the UC Regents is increased by $24 thousand, 
• The IHA analytics contract for $250 thousand is transferred to PMD, resulting in a 

decrease, and 
• A BCS unallocated allotment of $508 thousand. 

 

Personnel expenses increases by $276 thousand.  This was primarily driven by merit 
salary adjustments and a slight lowering of the vacancy rate. 

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2021-22  

Actual Approved 
Budget

Proposed 
Budget

Positions 48 54 54

Personnel Expenses 4,351,539$       6,622,686$       6,839,313$      
Other Operating Expenses 6,527,580$       10,589,981$     10,906,336$    
       Subtotal 10,879,119$     17,212,667$     17,745,649$    

Allocated Expenses
Information Technology 470,072$          659,649$          768,235$         
Prorata/Supp. Pension/Other 563,421$          704,042$          848,750$         
       Total Operating Expenses 11,912,612$     18,576,358$     19,362,634$    
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The number of authorized permanent positions totals 54, which is unchanged from the 
FY 2020-21 approved budget.   

 
Key Objectives for Fiscal Year 2021-22 

The Policy, Eligibility and Research division will focus on the following core areas in FY 
2021-22: 

• Successful implementation of, and evaluation of the impacts of, ARPA provisions 
that increase premium affordability for marketplace coverage.  

• Successful implementation of, and evaluation of the impacts of, state legislation 
enabling autoenrollment of individuals losing Medi-Cal coverage into Covered 
California. 

• Contingent on the passage of the 2021-22 State Budget Act, successful 
implementation of a new program that would pay the cost of certain abortion 
services that cannot be paid with federal premium subsidies. This proposal would 
allow Covered California to offer zero-premium plans for the first time.  

• Provision of timely analysis and research to policy makers regarding the 
coverage and care experience of Covered California to inform national and state 
policy.  
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Marketing, Outreach/Sales and Other 
Marketing, Outreach/Sales and Other includes the following divisions: Marketing, 
Outreach and Sales, Communications and External Affairs, and Program Integrity. The 
proposed budget for FY 2021-22 is $134.5 million. 

Marketing, Outreach/Sales and Other — Multi-Year View 
 

 

 

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2021-22  

Actual Approved 
Budget

Proposed 
Budget

Positions 173 184 184

Personnel Expenses 17,540,891$     22,840,489$     24,172,015$    
Other Operating Expenses 98,972,733$     128,762,072$   102,170,135$  
       Subtotal 116,513,624$   151,602,561$   126,342,150$  

Allocated Expenses
Information Technology 1,694,220$       2,247,692$       2,617,689$      
Prorata/Supp. Pension/Other 5,247,552$       5,391,657$       5,538,123$      
       Total Operating Expenses 123,455,396$   159,241,909$   134,497,962$  

PLAN MANAGEMENT 
AND ELIGIBILITY

$27.2 
7%

SERVICE CENTER AND 
CONSUMER 

EXPERIENCE
$134.7 
33%

TECHNOLOGY
$46.1 
12%

ADMINISTRATION
$60.9 
15%

MARKETING 
DIVISION

$69.4 
17%

OUTREACH & SALES 
DIVISION

$45.9 
11%

COMM & PUBLIC 
RELATIONS DIVISION

$8.5 
2%

PROGRAM INTEGRITY
$10.7 
3%

MARKETING, 
OUTREACH/SALES 

AND OTHER
$134.5 
33%

MARKETING, OUTREACH/SALES AND OTHER
Fiscal Year 2021-22

Proposed Budget
(Dollars in Millions)

$403.3 
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Marketing Division  
 
Division Description 
 
The Marketing Division is responsible for implementing Covered California’s 
comprehensive marketing campaign strategy to reach and motivate Californians to 
enroll in or renew health insurance through Covered California. Covered California’s 
marketing and advertising efforts are anchored in and responsive to effectively reaching 
California’s ethnic, cultural, regional and language diversity. 
 
Division Budget — Multi-Year View  
 

 
Highlights for Proposed FY 2021-22 Budget and Key Changes 

The Marketing Division’s other operating expense budget is reduced by $30 million 
relative to the prior fiscal year.  The $30 million represented a FY 2020-21 one-time 
boost in marketing spending related to pandemic outreach.  Roughly $1.5 million is 
added for Employment Development Department outreach expenses. Office of State 
Publishing printing expenses is increased by $300 thousand.  Also included is a BCS 
unallocated allotment totaling $1.8 million. 

The Marketing Division's personnel expenses increase by $204 thousand.  This is 
driven by merit salary adjustments and assuming a slightly higher vacancy rate. 

The number of authorized permanent positions totals 29, which is unchanged from the 
FY 2020-21 approved budget.   

  

  

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2021-22  

Actual Approved 
Budget

Proposed 
Budget

Positions 27 29 29

Personnel Expenses 3,169,506$       3,915,546$       4,087,971$      
Other Operating Expenses 69,565,816$     89,343,702$     62,144,467$    
       Subtotal 72,735,322$     93,259,248$     66,232,438$    

Allocated Expenses
Information Technology 264,416$          354,256$          412,570$         
Prorata/Supp. Pension/Other 3,089,059$       3,083,071$       2,733,429$      
       Total Operating Expenses 76,088,797$     96,696,574$     69,378,438$    
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Key Objectives for Fiscal Year 2021-22 

The Marketing Division will focus on the following core areas in in FY 2021-22: 

• Maximize the efficiency of the Marketing Division’s budget by realigning the 
spending allocations for open and special enrollment periods taking into account 
1) the increased demand for coverage during special enrollment as a result of 
extended enrollment opportunities that were and continue to be available to 
consumers due to the COVID-19 pandemic and the expansion of federal financial 
help via ARPA and 2) anticipated lower demand during open enrollment (as a 
result of increased enrollment during the extended special enrollment periods). 

• Build advertising campaigns that reach the diverse populations of California, 
including outreach to the general market in English, complemented by tailored in-
language efforts in Spanish, Chinese (Cantonese and Mandarin), Korean, 
Vietnamese, Hmong, Laotian and Cambodian, as well as tailored in-culture 
efforts to reach Black/African-American and LGBTQ audiences.  

• Continue to build on the ARPA marketing campaign launched in April 2021 to 
deliver the message about the availability of expanded financial help to newly 
subsidy-eligible consumers and the remaining uninsured in compelling and 
tangible ways. 

• Continue to conduct strategic research projects to gain insights about uninsured 
consumers, members, and specialized populations, such as insured off-
exchange. Research projects will include message testing, creative concept 
testing and/or deep dive research into areas where further understanding would 
improve program efficacy and the consumer journey. 

• Continue targeting different populations such as funnel consumers and members 
that have cancelled their insurance, in a comprehensive outreach campaign 
emphasizing the additional financial help available through the American Rescue 
Plan. 

• Develop an on-going partnership with the Employment Development Department 
(EDD) to send messaging directly to unemployment insurance beneficiaries 
informing them of unique benefits offered in ARPA for consumers that have 
received unemployment insurance during 2021. 

• Expand the partnership with the Franchise Tax Board (FTB) to send messaging 
to those consumers that paid a tax-penalty for not having health insurance during 
2020 informing them of the additional financial help through the ARPA and how 
to avoid paying a penalty in the future. 

• Develop an ongoing partnership with the Department of Health Care Services 
(DHCS) to build and support a process for transitioning off Medi-Cal and on to 
Covered California. 
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Outreach and Sales Division 
Division Description  
 
The purpose of the Outreach and Sales Division is to support the “on the ground” work 
to help Californians understand and enroll in coverage by supporting independent 
insurance agents and running a Navigator program, and also operates the Covered 
California for Small Business program that helps small businesses find and enroll in 
coverage that can better meet the needs of the small business and their employees. 
The Outreach and Sales Division has two components: the individual market and 
Covered California for Small Business. 
Division Budget — Multi-Year View 
 

 
Highlights for Proposed FY 2021-22 Budget and Key Changes 

The Outreach and Sales Division other operating expense budget increases by $155 
thousand.  The increase is associated with a State Controller expenses for processing 
CCSB vendor payments.   
The Outreach and Sales Division personnel expenses increases by $330 thousand, 
driven by merit salary adjustments and modifications in the vacancy rate.  

The Outreach and Sales budget includes $6.5 million associated with the competitively 
awarded funding of Covered California’s Navigator program, which is a partnership with 
community organizations across that state that have experience in reaching and 
assisting California’s diverse populations.  In FY 2020-21, Covered California made 
one-time budget augmentations to support outreach related to the American Rescue 
Plan of $650,000.  

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2021-22  

Actual Approved 
Budget

Proposed 
Budget

Positions 62 62 62

Personnel Expenses 6,566,794$       7,605,435$       7,935,707$      
Other Operating Expenses 26,246,156$     35,164,620$     35,235,719$    
       Subtotal 32,812,950$     42,770,055$     43,171,426$    

Allocated Expenses
Information Technology 607,177$          757,374$          882,047$         
Prorata/Supp. Pension/Other 1,508,458$       1,549,094$       1,890,192$      
       Total Operating Expenses 34,928,585$     45,076,523$     45,943,665$    



 

Covered California Proposed Fiscal Year 2021-22 Budget – Draft Version - May 20, 2021  30 
 

The number of authorized permanent positions totals 62, which is unchanged from the 
FY 2020-21 approved budget.   

Key Objectives for Fiscal Year 2021-22 

The Outreach and Sales division will focus on the following core areas in FY 2021-22: 
• The Outreach and Sales division will continue its active outreach, 

communications, and education programs to more than 10,000 certified enrollers 
who provide person-to-person enrollment assistance to hundreds of thousands of 
Californians who seek their guidance each year. The program includes improving 
virtual training programs and providing guidance and education that are 
especially relevant in today’s environment where consumers need help on a real-
time basis. In addition, we will continue to support the Navigator program through 
a competitive selection process to extend the program for 2022-23 and beyond. 

• The Outreach and Sales division will continue its investment in improving 
operational efficiency, including a three-year expenditure of $8.5 million to 
upgrade Covered California for Small Business’s enrollment and eligibility 
platform and processes. The improved capability will enable the program to 
efficiently and accurately on-board employer groups, employees and covered 
dependents and increase the number of Californians to access affordable and 
comprehensive health coverage. The investment provides for additional staffing, 
technology enhancements and long-term cost and quality control. 
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Communications and External Affairs Division 
Division Description 
 
The Communications and External Affairs Division serves multiple functions, including: 
developing, coordinating and executing an extensive program of media relations and 
public communications that support enrollment; developing an overarching strategy for 
the public-facing website content on CoveredCA.com; and maintaining federal and state 
government relations, Tribal relations, and stakeholder support and engagement.  
 

Division Budget — Multi-Year View  

 
Highlights for Proposed FY 2021-22 Budget and Key Changes 

The Communications and External Affairs divisions are combined for FY 2021-22 and 
becomes the Communications, Public Relations and External Affairs Division. 
The Communications, Public Relations and External Affairs Division other operating 
expenses increase by $255 thousand.  Roughly $32 thousand is related to the addition 
of a public relations tool.  In addition, a $223 thousand BCS unallocated allotment is 
added to Other Operating Expenses. 
The Communications, Public Relations and External Affairs Division personnel budget 
increases by $428 thousand.  This is primarily the result of merit salary adjustments and 
a lower assumed vacancy rate.   
 
Total permanent staffing for the new division equals 30.  There is no increase in 
permanent staffing between the FY 2020-21 and the FY proposed 2021-22 budget.   
 
 

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2021-22  

Actual Approved 
Budget

Proposed 
Budget

Positions 21 30 30

Personnel Expenses 2,200,479$       4,226,080$       4,620,573$      
Other Operating Expenses 2,754,789$       2,808,750$       3,063,784$      
       Subtotal 4,955,268$       7,034,830$       7,684,357$      

Allocated Expenses
Information Technology 205,657$          366,471$          426,797$         
Prorata/Supp. Pension/Other 254,639$          309,750$          384,189$         
       Total Operating Expenses 5,415,564$       7,711,052$       8,495,343$      
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Key Objectives for Fiscal Year 2021-22 
Communications and External Affairs will focus on the following core areas in FY 2021-
22: 

• Establish and implement a program focused specifically on effective external relations by 
building networks and bolstering outreach and education for both state and federal 
government officials and stakeholders. 

• Fortify efforts to inform federal and state policy makers on policies that leverage 
and build on the Affordable Care Act and that provide a model for current and 
future policy change, including ARPA and American Families Plan, as well as 
state legislative and budget action. 

• Promote enrollment through extensive and innovative earned, owned and paid 
media efforts designed to educate consumers and the media about the new and 
expanded subsidies available through ARPA, the fact that premiums have never 
been lower, and the importance of Covered California and the health care 
coverage options it offers. 

• Raise awareness of Covered California’s efforts and lessons learned through 
proactive outreach to national and statewide news outlets as well as prominent 
health-related outlets. 

• Improve the consumer experience of CoveredCA.com through evidence-based 
updates aimed at increasing understanding and ease of use. 

• Provide communications expertise and support across the organization to further 
the goals of individual divisions, including writing, designing, and developing 
messaging for significant publications such as the budget, annual report, rate 
booklet, policy issue briefs and external presentations. 
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Program Integrity Division 
Division Description  
 
The Program Integrity Division serves two functions: Through its Reconciliation of 
Enrollment and Membership Unit, it ensures accuracy and alignment of data between 
Covered California and carrier systems and conducts system testing and performance 
review of CalHEERS.  Through its Program Oversight and Compliance Unit, it conducts 
internal/external audits and assists all divisions in identifying and remediating 
enterprise-wide risks. The division encourages accountability, transparency, 
effectiveness, efficiency, and risk management by independently reviewing key 
business areas to help ensure compliance with federal and state laws, regulations, and 
policies. 

Division Budget — Multi-Year View  

 
Highlights for Proposed FY 2021-22 Budget and Key Changes 

The FY 2021-22 proposed budget for other operating expenses increases by $281 
thousand.  This is the result of a BCS unallocated allotment. 
The Program Integrity Division personnel expenses increase by $434 thousand.  This is 
driven by merit salary adjustments and changes in the vacancy rate.   

Permanent staffing totals 63, which represents no change from the prior FY. 

 

  

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2021-22  

Actual Approved 
Budget

Proposed 
Budget

Positions 63 63 63

Personnel Expenses 5,604,112$       7,093,428$       7,527,765$      
Other Operating Expenses 405,972$          1,445,000$       1,726,165$      
       Subtotal 6,010,084$       8,538,428$       9,253,930$      

Allocated Expenses
Information Technology 616,970$          769,590$          896,274$         
Prorata/Supp. Pension/Other 395,396$          449,742$          530,313$         
       Total Operating Expenses 7,022,450$       9,757,760$       10,680,516$    
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Key Objectives for Fiscal Year 2021-22 
The Program Integrity division will focus on the following core areas in FY 2021-22: 

• Ensure the accuracy and consistency of consumer eligibility information between 
CalHEERS and the carrier systems. 

• Streamline and enhance the CalHEERS system testing processes. 

• Refine and enhance data analytics to detect potential fraud, waste, and abuse 
trends. 

• Enhance and promote enterprise-wide risk management processes.  

• Improve and protect organizational value by providing independent and objective 
assurance, advice, and insight. 
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Service Center and Consumer Experience  
Service Center and Consumer Experience includes the following divisions: Service 
Center, Ombud’s Office, and Customer Care. The total proposed budget for FY 2021-22 
is $134.7 million. 

Service Center and Consumer Experience — Multi-Year View 
 

 

 

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2021-22  

Actual Approved 
Budget

Proposed 
Budget

Positions 819 822 822

Personnel Expenses 62,645,590$     70,466,465$     72,391,019$    
Other Operating Expenses 36,682,846$     43,930,841$     39,035,316$    
       Subtotal 99,328,436$     114,397,306$   111,426,335$  

Allocated Expenses
Information Technology 13,020,607$     15,041,318$     16,694,239$    
Prorata/Supp. Pension/Other 6,022,252$       5,964,364$       6,545,135$      
       Total Operating Expenses 118,371,295$   135,402,988$   134,665,709$  

PLAN MANAGEMENT 
AND ELIGIBILITY

$27.2 
7%

MARKETING, 
OUTREACH/SALES 

AND OTHER
$134.5 
33%

TECHNOLOGY
$46.1 
11% ADMINISTRATION

$60.9 
15%

SERVICE 
CENTER

$130.1 
32%

OMBUDS OFFICE
$2.2 
1%

CUSTOMER CARE
$2.3 
1%

SERVICE CENTER 
AND CONSUMER 

EXPERIENCE
$134.7 
34%

SERVICE CENTER AND CONSUMER EXPERIENCE
Fiscal Year 2021-22

Proposed Budget
(Dollars in Millions)

$403.3 
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Service Center 
Division Description  
 
The Service Center provides comprehensive pre- and post-enrollment education and 
support to Covered California consumers by responding to consumer inquiries, enrolling 
consumers in health plans and promptly resolving challenges that prevent them from 
receiving health and dental benefits. These efforts ensure consumers receive the right 
care at the right time at an affordable price, retain coverage and are satisfied with 
Covered California products and services. The Service Center consists of the following 
office operational branches: 

1. Contact Center Operations Branch 
2. Internal Compliance and Support Branch 
3. Consumer Relations and Resolution Branch 
4. Resource Planning and Management Branch 
5. Strategic Innovation and Implementation Branch 

 
Division Budget — Multi-Year 

 
Highlights for Proposed FY 2021-22 Budget and Key Changes 

The Service Center Division other operating expenses decrease by $5.5 million.  This is 
the net effect of: 

• Eliminating one-time pandemic assistance services totalling $11.6 million, 
• Reducing adminisrative law judge hearing services expenses due to expected 

volume changes by $953 thousand, 
• Increasing call center labor costs by the contractual escalation provisions totaling 

$3.6 million, and 

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2021-22  

Actual Approved 
Budget

Proposed 
Budget

Positions 798 799 799

Personnel Expenses 60,327,941$     67,583,347$     69,463,845$    
Other Operating Expenses 36,429,890$     43,489,841$     37,971,984$    
       Subtotal 96,757,831$     111,073,188$   107,435,829$  

Allocated Expenses
Information Technology 12,814,951$     14,760,357$     16,367,028$    
Prorata/Supp. Pension/Other 5,866,848$       5,793,510$       6,326,942$      
       Total Operating Expenses 115,439,630$   131,627,055$   130,129,799$  
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• A $3.4 million increase associated with a BCS unallocated allotment. 
Personnel expenses increase by $1.9 million.  The increase in personnel expenses is 
associated with merit salary adjustments and modifications to the vacany rate.   

Service Center permanent staffing totals 799.  There is no change in permanent staffing 
between the FY 2020-21 approved budget and the FY 2021-22 proposed budget. 

 
Key Objectives for Fiscal Year 2021-22 
The Service Center will focus on the following core areas in FY 2021-22: 
The Service Center division will continue its core focus on effectively responding to as 
many consumer inquiries as possible by leveraging all available planning tools and 
resources. Through March, 2021 in Fiscal Year (FY) 2020-21, the Service Center 
provided personal assistance over 2.1 million times to consumers and an additional 1.3 
million occasions of consumers being served through responses provided by the 
Integrated Voice Response (IVR) automated response system that addresses 
consumers’ issues with recorded messages.  
For FY 2020-21, consumers registered a very high level of satisfaction in the services 
provided, stating they were “very satisfied” 87.7 percent of the time for callers in open 
enrollment and 86.8 percent for those calling during special enrollment. The Service 
Center’s goal is to maintain the rate at which consumers who complete calls are “very 
satisfied” at or above the 85 percent mark in the coming year. Additional key 
deliverables for the upcoming fiscal year are:  

• Open Enrollment Support: Service Center anticipates over 1 million consumer 
contacts during open enrollment through inbound calls, outbound enrollment 
campaigns, and live chat interactions. This forecast is comparable to FY 2020-21 
volumes. The division’s goal is for the funding for surge positions to improve the 
consumer experience and enable more consumers to get services. In the very 
high call volume period of open enrollment, Covered California has always 
“staffed up” and at the same time recognized that it is not possible to meet 
standard service goals in a fiscally sound manner. With the surge staffing 
capacity and anticipated reductions in call handle times, the Service Center 
hopes to see a 400 percent improvement in meeting the service-level target 
related to the percentage of calls answered within 30 seconds during open 
enrollment from 11 percent to 55 percent. In addition, the improved service is 
hoped to reduce the abandonment rate during open enrollment from 19 percent 
to less than 9 percent.  

• Expanded Special Enrollment Support: Early projections anticipate over 1.8 
million consumer contacts during the special-enrollment period, which is 
forecasted to be comparable to FY 2020-21 volumes. Funding of comparable 
resources should allow the Service Center to have resources where most 
needed to effectively handle the additional calls and maintain the abandonment 
rate from FY 2020-21 of 4.5 percent. There remains a high degree of uncertainty 
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in planning for the volumes and types of calls for the coming year, including the 
unknown impact to call volumes because of ARPA.  
 

• Ancillary Service Center Functions: In addition to inbound phone and live chat 
support, Service Center is responsible for the processing of enrollment 
verification documents, Certified Insurance Agent call center overflow support, 
appeals, escalations and subsidy tax disputes. The funding for additional inbound 
phone and live chat allows the Service Center to repurpose existing staff to 
support these ancillary programs during critical periods. 
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Ombud’s Office 
Division Description  
The Ombud’s Office serves two functions: Through its Ombud’s Affairs Unit, it provides 
consumers an objective, unbiased and accessible resource when other resolution or 
customer service channels have been exhausted. Through its Appeals Fulfillment Unit, 
it serves as an independent resource to implement Administrative Law Judge decisions 
following eligibility-determination appeals. Together, these units identify systemic 
challenges and promote solutions to prevent issues from recurring to improve the 
experience of Covered California consumers.  
 
Division Budget — Multi-Year View  

 
Highlights for Proposed FY 2021-22 Budget and Key Changes 

The Ombud’s Office other operating expenses increase by $58 thousand.  This is the 
result of a BCS unallocated allotment.   
Personnel expenses decline by $26 thousand.  This is primarily related to modifications 
to the vacany rate. 
Permanent staffing totals 15, which represents no change from the prior FY. 

Key Objectives for Fiscal Year 2020-21 
The Ombud’s Office will focus on the following core areas in FY 2021-22: 

• Develop and operationalize a formal Root Cause Analysis process  

• Continue to increase Ombud’s Office education and outreach to reduce the 
number of erroneous referrals, calls and inquiries.  

• Enhance and streamline the consumer’s call experience by consumer feedback 
survey to the toll-free line.  

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2020-21 

Actual Approved 
Budget

Proposed 
Budget

Positions 13 15 15

Personnel Expenses 1,495,552$       1,779,841$       1,753,808$      
Other Operating Expenses 14,075$            52,000$            109,681$         
       Subtotal 1,509,627$       1,831,841$       1,863,489$      

Allocated Expenses
Information Technology 127,311$          183,236$          213,399$         
Prorata/Supp. Pension/Other 92,803$            100,606$          112,615$         
       Total Operating Expenses 1,729,741$       2,115,683$       2,189,503$      
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Customer Care Division  
Division Description  
 
The Customer Care Division’s purpose is to optimize and enhance the consumer 
experience regardless of service channel (e.g., self-serve, through the Covered 
California Service Center, via a Covered California Licensed Insurance Agent or 
Certified Enrollment Counselor). Ultimately, this work involves a high level of 
coordination, transparency, and collaboration throughout the organization to understand 
and facilitate improvement of the consumer experience during all phases of the 
consumer journey. This effort is foundational to Covered California’s purpose of making 
health insurance more affordable and easier to purchase for individuals and small 
businesses. 

Division Budget — Multi-Year View  

 
Highlights for Proposed FY 2021-22 Budget and Key Changes 

Customer Care's other operating expenses increase by $565 thousand due to:  

• Absorbing a Guidehouse Inc. contract from Information Technology Division 
totaling $125 thousand,  

• The addition of a Public Consulting Group contract totaling $375 thousand, 
• A BCS unallocated allotment of $62 thousand, and 
• An increase in travel, training, and general expenses totaling $3 thousand.  

Customer Care Division’s personnel expenses increase by $79 thousand.  This is the 
result of the net effect of merit salary adjustments and a lower assumed vacancy rate.   

Permanent staffing does not change from the FY 2020-21 approved budget, remaining 
at eight positions. 

 

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2020-21 

Actual Approved 
Budget

Proposed 
Budget

Positions 8 8 8

Personnel Expenses 822,097$          1,103,277$       1,173,366$      
Other Operating Expenses 238,881$          389,000$          953,651$         
       Subtotal 1,060,978$       1,492,277$       2,127,017$      

Allocated Expenses
Information Technology 78,345$            97,726$            113,813$         
Prorata/Supp. Pension/Other 62,601$            70,247$            105,578$         
       Total Operating Expenses 1,201,924$       1,660,250$       2,346,407$      
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Key Objectives for Fiscal Year 2021-22 
The Customer Care Division will focus on the following core areas in in FY 2021-22: 

• Progressing consumer journey mapping initiatives into Phase 2 by mapping 
consumer expectations, preferences, behaviors, pain points, and sentiments 
experienced. Subsequently, efforts will expand into care access and a deeper 
understanding of Medi-Cal and Enroller experiences. 
 

• Developing a roadmap and implementation plan for Covered California’s Chatbot 
(CiCi) integration into CalHEERS. Continuing to work on cross-cutting layered 
initiatives, such as embedded videos and live chat. 
 

• Establishing the Language Consistency Workgroup that will focus on 
standardizing healthcare terminology and content across all Covered California 
touchpoints. Creating a catalog of commonly used terms across all consumer 
communication touchpoints, as well as developing a language matrix for terms 
and definitions. 
 

• Establishing a workgroup to review the consumer communication saturation and 
establish a strategy for aligned and efficient communication through the various 
touchpoints including Covered California, Department of Health Care Services, 
qualified health plans, enrollers, and other providers of health services. 
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Technology 
Technology includes the Information Technology (IT) Division and the consumer 
enrollment system, the California Healthcare Eligibility, Enrollment and Retention 
System (CalHEERS). The total proposed FY 2021-22 budget is $46.1 million. 

Technology— Multi-Year View 

 

 
 

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2020-21 

Actual Approved 
Budget

Proposed 
Budget

Positions 84 94 94

Personnel Expenses 11,314,893$     15,308,340$     15,298,890$    
Other Operating Expenses 42,050,158$     43,355,068$     27,434,428$    
       Subtotal 53,365,051$     58,663,408$     42,733,318$    

Allocated Expenses
Information Technology 822,626$          1,148,277$       1,337,297$      
Prorata/Supp. Pension/Other 1,532,379$       1,559,418$       1,985,396$      
       Total Operating Expenses 55,720,056$     61,371,103$     46,056,011$    

PLAN MANAGEMENT 
AND ELIGIBILITY

$27.2 
7%

MARKETING, 
OUTREACH/SALES 

AND OTHER
$134.5 
33%

SERVICE CENTER AND 
CONSUMER 

EXPERIENCE
$134.7 
34%

ADMINISTRATION
$60.9 
15%

CalHEERS
$24.4 
6%

INFORMATION 
TECHNOLOGY

$21.7 
5%

TECHNOLOGY
Other
$46.1 
11%

TECHNOLOGY
Fiscal Year 2021-22
Proposed Budget

(Dollars in Millions)
$403.3 
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CalHEERS 
 
Division Description  
 
The California Healthcare Eligibility, Enrollment and Retention System (CalHEERS) 
serves as the consolidated system support for eligibility, enrollment and retention for 
Covered California and Medi-Cal. The CalHEERS portal enables consumers to 
research, compare, check their eligibility for and purchase health coverage in one place. 
The Office of Systems Integration (OSI) oversees the consumer-facing system that runs 
California’s single streamlined application for all affordable insurance programs, 
including Medi-Cal.  

CalHEERS is jointly sponsored by Covered California and the California Department of 
Health Care Services. The project is governed by an executive steering committee that 
represents each of the participating agencies and has guided the project since its 
inception. 
Division Budget — Multi-Year View  

 
Highlights for Proposed FY 2021-22 Budget and Key Changes 

The CalHEERS other operating expenses declines by $16.3 million.  This decline 
represents the proportion of budgeted expenses projected to be amortizable.  The FY 
2021-22 proposed budget moves CalHEERS amortizable expenses to Covered 
California’s capital projects budget, which increases by $16.3 million.  This change 
represents a funding change and does not impact the overall expenses for the fiscal 
year.   

 
  

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2020-21 

Actual Approved 
Budget

Proposed 
Budget

Positions

Personnel Expenses -$                  -$                 
Other Operating Expenses 39,818,818$     40,665,068$     24,399,041$    
       Subtotal 39,818,818$     40,665,068$     24,399,041$    

Allocated Expenses
Information Technology -$                  -$                 
Prorata/Supp. Pension/Other -$                 -$                  -$                 
       Total Operating Expenses 39,818,818$     40,665,068$     24,399,041$    
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Key Objectives for Fiscal Year 2021-22 
CalHEERS will focus on the following core areas in FY 2021-22: 

• Continue efforts to provide an integrated eligibility, enrollment, and retention 
solution that supports our sponsor organizations in delivering health services to 
consumers in collaboration with business partners throughout California. 

• Continue to improve upon the most customer-centric portal and be a trusted 
leader in providing access to affordable, high-quality health services for all 
Californians. 

• Deliver product features that are of the highest value as quickly as possible to 
enhance the business needs and user experience and increase stakeholder 
satisfaction.  

In addition to the core division functions and ongoing initiatives listed above, CalHEERS 
anticipates these key new strategies in the upcoming fiscal year:  

• Continuing efforts to move all CalHEERS infrastructure to the cloud, allowing the 
project to shut down on-premise data center hardware at a significant savings. 

• Completing high-priority enhancements for counties (referred to as “Business 
Rules Exposure”). 

• Completing the initial planning and implementation for auto-enrollment of 
consumers moving from Medi-Cal to Covered California coverage based on 
income redeterminations (supported by Senate Bill 260). 

• Implementing the final pieces of the state subsidy program, including state tax 
reporting forms. 

• Support Federal and State policy changes in response to the global COVID-19 
pandemic, including functionality to support the new ARPA which incorporates 
newly enhanced and extended federal tax credits to make health insurance more 
affordable and allows enhanced enrollment for the eligible uninsured and 
consumers insured off-exchange in the individual market. 

 

  



 

Covered California Proposed Fiscal Year 2021-22 Budget – Draft Version - May 20, 2021  45 
 

Information Technology Division 
Division Description  
 
The Information Technology Division provides technology and security services to all 
Covered California divisions, consumers, and stakeholders to support operations and 
enrollment services in a manner that is financially sustainable. This effort includes 
providing oversight of the ongoing development and operations of CalHEERS for 
Covered California.  
 
Three branches carry out specific functions in the Information Technology Division: the 
Information Security Branch, Operations Branch for delivery of IT services, and 
Strategic Initiatives for project management and support for the full systems 
development lifecycle and support for analytics throughout the enterprise.   

Division Budget — Multi-Year View  

 
Highlights for Proposed FY 2021-22 Budget and Key Changes 

Information Technology Division’s other operating expenses increase by $3.2 million.   
There are numerous line-item changes and adjustments.  These include increases for 
cloud storage, maintenance, and software licensing.  In addition, a BCS unallocated 
allotment totals $583 thousand.   

Personnel expenses do not significantly change from the prior year.   

Permanent staffing does not change from the FY 2020-21 approved budget, remaining 
at 94 positions 

 

  

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2020-21 

Actual Approved 
Budget

Proposed 
Budget

Positions 84 94 94

Personnel Expenses 11,314,893$     15,308,340$     15,298,890$    
Other Operating Expenses 2,231,340$       2,690,000$       3,035,387$      
       Subtotal 13,546,233$     17,998,340$     18,334,277$    

Allocated Expenses
Information Technology 822,626$          1,148,277$       1,337,297$      
Prorata/Supp. Pension/Other 1,532,379$       1,559,418$       1,985,396$      
       Total Operating Expenses 15,901,238$     20,706,035$     21,656,970$    
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Key Objectives for Fiscal Year 2021-22 

The Information Technology Division will focus on the following core areas in FY 2021-
22: 

• Provide oversight of the ongoing development, support and operation of Covered 
California’s integrated eligibility, enrollment, and retention platform (CalHEERS), 
including management of a strategic roadmap delivering significant platform 
enhancements supporting ARPA, California Proposition 22, consumer value 
journey mapping, and a technology refresh transition from our legacy on-
premises datacenter to Amazon’s Web Services (AWS) cloud infrastructure.  

• Manage secure adherence to and implementation of Federal policies governing 
Covered California’s authority to connect to sensitive Federal data services and 
operate as a health benefit exchange, including support for the Centers for 
Medicare and Medicaid Services (CMS) MARS-E security and privacy 
framework. 

• Partner with Covered California leadership, collaborate with technology leaders 
from State and Federal agencies, and continue the productive application of 
human centered design (HCD), Agile frameworks, financial discipline, and 
improved governance processes to manage a portfolio of technology investments 
and capabilities that align with and support the business value propositions of 
Covered California’s divisions and program areas.  

• Ensure secure, timely, cost-effective, and regulatory compliant system 
implementation and operation by developing an enterprise technology 
architecture function, authoring enterprise-wide policies and standards, and 
providing leadership, strategy and oversight for complex, consumer-facing 
technology solution implementations. 

• Strengthen Covered California’s security posture and reduce information security 
risks by promoting a security program that increases enterprise-wide 
cybersecurity awareness and enhances security operations.  

• Support Covered California staff’s return to a secure, collaborative, productive 
hybrid work environment at the conclusion of the Covid19 pandemic.  

• Partner with functional divisions to deploy solutions supporting the Human 
Resources Branch’s human capital management business work process 
optimization project, Service Center automation goals, and multi-division 
omnichannel, consumer journey mapping, and information management 
initiatives.  
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Administration 
Administration includes the following program areas: the Business Services Branch, the 
Financial Management Division, the Human Resources Branch, the Office of Legal 
Affairs, Covered California University, the Executive Office, and the Equal Employment 
Opportunity Office. The total proposed budget for FY 2021-22 is $60.9 million. 
 
Administration — Multi-Year View 

 
 

 
 

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2020-21 

Actual Approved 
Budget

Proposed 
Budget

Positions 226 219 236

Personnel Expenses 28,147,053$     31,439,661$     33,211,806$    
Other Operating Expenses 15,666,603$     19,423,912$     21,522,313$    
       Subtotal 43,813,656$     50,863,573$     54,734,119$    

Allocated Expenses
Information Technology 2,213,258$       2,675,242$       3,357,470$      
Prorata/Supp. Pension/Other 2,344,466$       2,245,379$       2,792,683$      
       Total Operating Expenses 48,371,380$     55,784,194$     60,884,272$    

PLAN MANAGEMENT 
AND ELIGIBILITY

$27.2 
7%

MARKETING, 
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AND OTHER
$134.5 
33%

SERVICE CENTER AND 
CONSUMER 

EXPERIENCE
$134.7 
33%

TECHNOLOGY
$46.1 
12%

BUSINESS SERVICES
$17.1 
4%

FINANCIAL MANAGEMENT 
DIVISION

$11.7 
3%

HUMAN 
RESOURCES

$11.7 
3%

LEGAL AFFAIRS
$5.9 
2%

COVERED CA 
UNIVERSITY

$5.7 
1%

EXECUTIVE OFFICE
$7.9 
2%

EQUAL EMPLOYMENT 
OPPORTUNITY OFFICE

$0.9 
0%

ADMINISTRATION
Other
$60.9 
15%

ADMINISTRATION
Fiscal Year 2021-22

Proposed Budget $403.3 
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Business Services Branch  
Division Description  
 
The Business Services Branch is responsible for providing guidance and consultation 
on contract and purchasing services; carrying out health, safety and wellness services; 
providing central support functions for administrative programs enterprise-wide; 
ensuring facilities are well maintained and secure and managing our physical resources 
through facilities operations. 
 
Division Budget — Multi-Year 

 
Highlights for Proposed FY 2021-22 Budget and Key Changes 

The Business Services Branch other operating expenses increase by $783 thousand.  
This represents the net effect of increased facility expenses totaling $321 thousand, a 
BCS unallocated allotment totaling $450 thousand, and a $12 thousand increase in 
mailing and postage.   

Personnel expenses decline by $506 thousand.  This is primarily driven by the net effect 
of merit salary adjustments and a slight increase in the vacany rate. 

The number of authorized permanent positions totals 40, which is unchanged from the 
FY 2020-21 approved budget.   

 

  

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2020-21 

Actual Approved 
Budget

Proposed 
Budget

Positions 40 40 40

Personnel Expenses 4,368,790$       5,225,481$       4,719,135$      
Other Operating Expenses 8,993,676$       10,336,245$     11,119,981$    
       Subtotal 13,362,466$     15,561,726$     15,839,116$    

Allocated Expenses
Information Technology 391,727$          488,629$          569,063$         
Prorata/Supp. Pension/Other 648,313$          612,036$          736,924$         
       Total Operating Expenses 14,402,506$     16,662,390$     17,145,102$    
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Key Objectives for Fiscal Year 2021-22 

The Business Services Branch will focus on the following core areas in in FY 2021-22: 

• Continue to improve upon the quality of services provided, successfully achieve 
all business services activities, and implement all legislatively mandated policies 
and procedures. 

• Provide ongoing support for teleworking staff and oversee the return to the 
workplace, meeting the safety needs of staff and the community related to 
COVID-19, including developing practical guidelines for working in the office and 
social-distancing guidelines. 

• Continue to build upon the health, safety and wellness practices that were 
established when responding to the COVID-19 pandemic and carry them through 
the new fiscal year.  

• Develop physical space occupation guidelines and a strategic master plan for 
Covered California’s facilities in a post-COVID-19 world, including determining 
leased space needs in the future. 

• Develop electronic processes to streamline Business Services functions: contract 
development and signing, invoice processing, records management, service 
portal, and more. As we move into a more telework-focused environment, there 
is a need to convert our manual paper processes into an electronic format. 

• Implement the business continuity software that includes emergency notifications 
for employees. This will allow us to be more agile when responding to 
emergencies and notify staff in real-time. 
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Financial Management Division 
Division Description  
 
The Financial Management Division plans, implements and guides all Covered 
California financial activities, including finance, accounting, forecasting, budgeting, and 
governmental compliance. The division consists of two branches: Accounting and 
Accounting Systems Operations and Financial Planning and Forecasting Operations. 
Within those units lie critical accounting functions, including payroll, financial reporting, 
accounts receivable and payable, financial modeling, financial forecasting, and financial 
systems. 

Division Budget — Multi-Year View  

 
Highlights for Proposed FY 2021-22 Budget and Key Changes 

Financial Management Division other operating expenses increase by $47 thousand. 
This is the net effect of reducing the Robert Half contract, and a BCS unallocated 
allotment.   

Personnel expenses decrease $708 thousand due to the net effect a higher vacancy 
rate and merit salary adjustments. 

Permanent staffing is unchanged from the 2021-22 fiscal year at 57.  

  

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2020-21 

Actual Approved 
Budget

Proposed 
Budget

Positions 57 57 57

Personnel Expenses 6,913,498$       8,230,393$       7,459,217$      
Other Operating Expenses 2,154,547$       2,791,991$       2,838,864$      
       Subtotal 9,068,045$       11,022,384$     10,298,081$    

Allocated Expenses
Information Technology 558,211$          696,296$          810,914$         
Prorata/Supp. Pension/Other 508,812$          513,065$          557,149$         
       Total Operating Expenses 10,135,068$     12,231,744$     11,666,145$    
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Key Objectives for Fiscal Year 2021-2022  

The Financial Management Division will focus on the following core areas in FY 2021-
22: 

• Complete a Financial Management Division Strategic Plan 
• Continue to evaluate and enhance internal controls over financial reporting. 
• Reengineer the Financial Planning and Analysis Section and acquire the right 

talent and technology to continue building a center of excellence for forecasting, 
financial modeling, and planning. 

• Establish a training program for accounting staff to enhance skills for financial 
reporting. 

• Identify key performance indicators 
• Assist with the transition of the fiscal intermediary for Covered California for 

Small Business 
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Human Resources Branch  
Division Description  
 
The Human Resources Branch provides overall policy direction on human resource 
management and administrative support functions related to the management of 
employees via the following units: Labor Relations Office, Employment and 
Classification Services, Payroll and Benefits, Performance Management, Talent 
Acquisition and Operations and Disability Management. 
 
Division Budget — Multi-Year View 

 
Highlights for Proposed FY 2021-22 Budget and Key Changes 

The Human Resources Branch other operating expenses increase by $519 thousand.  
This represents the net effect of a decrease in software licensing expenses associated 
with Workday implementation, an increase in employment benefit payments, and a BCS 
unallocated allotment. 

Personnel expenses decrease slightly due to modifications in the vacancy rate. 

Permanent staffing is expected increase by one position for the 2021-22 fiscal year, 
totaling 53 positions.  

 

  

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2020-21 

Actual Approved 
Budget

Proposed 
Budget

Positions 52 52 53

Personnel Expenses 6,023,903$       6,533,371$       6,529,130$      
Other Operating Expenses 1,578,245$       3,341,500$       3,860,847$      
       Subtotal 7,602,148$       9,874,871$       10,389,977$    

Allocated Expenses
Information Technology 509,245$          635,217$          754,008$         
Prorata/Supp. Pension/Other 436,279$          462,243$          550,770$         
       Total Operating Expenses 8,547,672$       10,972,331$     11,694,755$    
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Key Objectives for Fiscal Year 2021-2022  

The Human Resources Branch will focus on the following core areas in FY 2021-22: 

• Assist with all talent acquisition and recruitment functions to ensure a diverse and 
qualified workforce while maintaining low vacancy rates throughout the 
organization. 

• Coordinate and administer employee relations and labor relation policies and 
procedures and provide advice and assistance to managers and supervisors on 
employee complaints and grievances, work conditions, employee rights and 
management prerogatives and obligations. 

• Provide consultative services to Covered California supervisors and managers 
throughout the life cycle of the hiring process, ensuring all merit selection and 
employment best practices, rules, regulations, and authorities are followed. 

• Provide consultation and training to managers and supervisors on employee 
performance, employment laws, rules, and departmental policies. 
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Office of Legal Affairs 
Division Description  
 
The Office of Legal Affairs provides a wide range of legal services to all Covered 
California staff by providing preventive legal advice and consultation to ensure 
compliance with laws and to mitigate legal liability. The Office of Legal Affairs interfaces 
with state and federal regulatory agencies and provides legal advice on a variety of 
matters pertaining to Covered California and its programs, contracts, and operations. 
The Office of Legal Affairs ensures that all legal agreements are fulfilled and that 
Covered California operates within its legal authority. Additionally, the Office of Legal 
Affairs provides guidance on any statutes or regulations pertaining to Covered 
California. 
 
Division Budget — Multi-Year View  

 
Highlights for Proposed FY 2021-22 Budget and Key Changes 

The Office of Legal Affairs other operating expenses increase by $155 thousand, which 
reflects the impact of a BCS unallocated allotment.   
Personnel expenses increase by $210 thousand due to merit salary adjustments and a 
lower vacancy rate.  
Permanent staffing is unchanged for the 2021-22 FY at 24 positions.  
  

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2020-21 

Actual Approved 
Budget

Proposed 
Budget

Positions 24 24 24

Personnel Expenses 3,032,894$       3,580,449$       3,764,302$      
Other Operating Expenses 1,277,306$       1,380,500$       1,535,994$      
       Subtotal 4,310,200$       4,960,949$       5,300,296$      

Allocated Expenses
Information Technology 235,036$          293,177$          341,438$         
Prorata/Supp. Pension/Other 234,714$          226,328$          273,322$         
       Total Operating Expenses 4,779,950$       5,480,454$       5,915,055$      
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Key Objectives for Fiscal Year 2021-22 
The Office of Legal Affairs will focus on the following core areas in FY 2021-22: 

• Continue to partner with all Covered California divisions to meet Covered 
California’s vision and strategic pillars in an efficient and legally compliant 
manner. 

• Provide legal support and guidance to all Covered California divisions to fully 
implement the various policies enacted from ARPA. 

• Promulgate state regulations to codify Covered California’s policies to ensure 
members of the public are aware of these policies and to ensure that Covered 
California remains compliant with new and changing federal and state laws.  
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Covered California University 
Division Description  
 
Covered California University is the enterprise training and knowledge management 
branch. The branch collaborates with programs and interacts across the organization to 
leverage subject matter experts in a vast array of disciplines, acts as a consultant on 
information dissemination and training initiatives, and maintains written materials and 
training courses that support the organization and its partners. The branch administers 
the technology that supports information and training, including the Customer 
Relationship Management Knowledgebase and Absorb Learning Management System. 
The branch consists of the following sections: Training Design and Delivery Section, the 
Knowledge Management Section and Operations and Special Projects.  

Division Budget — Multi-Year View  
 

 
Highlights for Proposed FY 2021-22 Budget and Key Changes 

The Covered California University other operating expenses increase by a net total of 
$421 thousand.  This is associated with an increase of $250 thousand for the 
Leadership and Development Academy, an increase of $18 thousand for software 
licensing, an increase of $68 thousand for LinkedIn Learning, an increase of $150 
thousand for a BCS unallocated allotment, a decrease in CalHR of $50 thousand, and a 
decrease of $15 thousand for software licenses.    
Personnel expense decrease by $50 thousand due to net effect of vacancies and merit 
salary adjustments.  
Permanent staffing is unchanged from the prior year at 31 positions. 
  

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2020-21 

Actual Approved 
Budget

Proposed 
Budget

Positions 31 31 31

Personnel Expenses 3,770,845$       4,051,052$       4,001,047$      
Other Operating Expenses 476,110$          580,000$          1,001,117$      
       Subtotal 4,246,955$       4,631,052$       5,002,164$      

Allocated Expenses
Information Technology 303,588$          378,687$          441,024$         
Prorata/Supp. Pension/Other 248,226$          235,133$          278,969$         
       Total Operating Expenses 4,798,769$       5,244,872$       5,722,156$      
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Key Objectives for Fiscal Year 2021-22 
Covered California University will focus on the following core areas in FY 2021-22: 

• Continue to assess learning and development needs to provide knowledge and 
training services to all Covered California employees, service channels, vendors, 
and partners through a variety of methods, including instructor-led, virtual 
instructor-led and eLearning using our learning management system. 

• Research, develop and publish approved policy, procedure, and technology 
changes in the form of task guides, talking points and SalesForce Knowledge 
articles for use by the department to support consumers.  

In addition to its core functions and ongoing initiatives listed above, Covered California 
University anticipates these key new strategies in the upcoming fiscal year: 

• Finalize Covered California’s division training plan, identifying mandatory 
courses, courses that meet California Department of Human Resources (CalHR) 
competency model standards, and courses identified by each Covered California 
division that support their program’s skills and competencies.  

• Develop internal measures and feedback systems to evaluate Covered California 
University staff key competencies and skill sets to match learning and 
development industry standards.   

• Advance learning platforms and accessibility of training opportunities, including 
virtual training, throughout the organization to support a hybrid and inclusive 
workplace. 

• Formalize organization change management communication strategy across all 
levels and develop process to engage the organizational change management 
program, in partnership with Information Technology’s enterprise project 
management office. 

• Research and determine requirements for an enterprise content management 
system, improving the user experience and efficiency of Covered California 
University’s internal processes.  
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Executive Office 
Division Description  
 
The Executive Office develops organizational strategy and provides leadership direction 
in concert with the Covered California Board of Directors. Executive Office staff are 
responsible for Covered California’s day-to-day operations and are tasked with 
facilitating and supporting Covered California’s employees and a broad community of 
individuals and groups to provide customers (including staff, the board, stakeholders 
and the public) with the direction, information, tools and support they need. The 
Executive Office does this by mentoring, providing leadership, listening, learning, and 
adjusting efforts to meet goals and serve consumers.  

Talent management and succession planning provides strategic talent leadership to 
ensure Covered California is considered an employer of choice and can attract, 
develop, retain, and recognize the best talent.  

Division Budget — Multi-Year View  

 
Highlights for Proposed FY 2021-22 Budget and Key Changes 

The Executive Office Other Operating Expenses increase by $179 thousand.  This 
represents the net effect of a BCS unallocated allotment of $207 thousand and other 
adjustments to specific budget line items. 
The Executive Office's personnel expenses increase by $2.9 million.  The increase is 
the result of 16 positions temporarily located in the Executive Office as part of the 
establishment of the future Equity Quality Transformation Division.  The positions were 
transferred from Plan Management Division and serve at the direction of the Chief 
Medical Officer. 
Permanent staffing is expected to increase by 16 positions from the FY 2020-21 
approved budget total of 11. 

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2020-21 

Actual Approved 
Budget

Proposed 
Budget

Positions 9 11 27

Personnel Expenses 2,548,801$       3,287,797$       6,249,791$      
Other Operating Expenses 931,426$          714,676$          893,937$         
       Subtotal 3,480,227$       4,002,473$       7,143,728$      

Allocated Expenses
Information Technology 88,139$            134,373$          384,117$         
Prorata/Supp. Pension/Other 165,582$          159,391$          354,921$         
       Total Operating Expenses 3,733,948$       4,296,237$       7,882,767$      
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Key Objectives for Fiscal Year 2021-22 
The Executive Office will focus on the following core areas in FY 2021-22: 

• Organizational resilience and individual wellbeing efforts as we transition into a 
new normal in order to continue to successfully deliver on our mission.    

• Exploring new, and elevating current, efforts in the areas of diversity, equity, and 
inclusion for our healthcare coverage for our consumers and our employees. 

• Employee engagement efforts are of the utmost importance given the 
departmentwide move to telework.  We will continue to explore new alternatives 
to further bolster our engagement efforts. 
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Equal Employment Opportunity Office 
 
Divison Description 
 
The Equal Employment Opportunity Office is responsible for implementing, 
coordinating, and monitoring civil rights compliance for Covered California’s workforce 
and consumers. The Equal Employment Opportunity Office ensures that Covered 
California is compliant with federal and state laws regarding diversity, equity, and 
accessibility. The Office also partners with other program areas to develop initiatives 
that increase accessibility and foster diversity. It reports on appointments, brings issues 
of concern regarding equal employment opportunity to the executive director, and 
recommends appropriate action. 
 
Division Budget — Multi-Year View  
 

 
Highlights for Proposed FY 2021-22 Budget and Key Changes 

The Equal Employment Opportunity Office other operating expenses decrease by $7 
thousand.  This represents the net effect of: 

• A reduction in training expenses totaling $30 thousand, and 
• A BCS unallocated allotment of $23 thousand. 

Personnel expenses decrease by $42 thousand due to adjustments in the assumed 
vacancy rate.   

Permanent staffing totals 4, which is unchanged from the prior FY.  

 

  

Fiscal Year 
2019-20

Fiscal Year 
2020-21 

Fiscal Year 
2020-21 

Actual Approved 
Budget

Proposed 
Budget

Positions 4 4 4

Personnel Expenses 482,105$          531,118$          489,184$         
Other Operating Expenses 172,127$          279,000$          271,573$         
       Subtotal 654,232$          810,118$          760,757$         

Allocated Expenses
Information Technology 39,173$            48,863$            56,906$           
Prorata/Supp. Pension/Other 36,450$            37,183$            40,628$           
       Total Operating Expenses 729,855$          896,164$          858,291$         
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Key Objectives for Fiscal Year 2021-22 
The Equal Employment Opportunity Office will focus on the following core areas in FY 
2021-22: 

• Supporting workplace transitions related to telework and more flexible workplace, 
with special focus on disability access and Reasonable Accommodation 

• Update office operations to include new tools such as DocuSign and Workday 
applications which can improve services and provide continuity for a remote 
workforce.  

• Continue to support Covered California in the development of policies that foster 
accessibility, diversity, and equity in the workplace. Participate in the Diversity, 
Equity, and Inclusion Workgroup.   

• Update and expand the Upward Mobility program. 

• Update the departmental process for routing external (consumer) civil rights 
complaints.   
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IV. Fiscal Year 2020-21 Budget Highlights & Projected Year-
End Results 

Fiscal year 2020-21 tested the ability and agility of Covered California to successfully 
carry out its mission in the face of such unexpected events as a once in a century public 
health emergency, a sharp, unprecedented rise in unemployment, and the sudden 
introduction of a major federal ACA Marketplace policy change with the introduction of 
ARPA.  Covered California seized on both the challenges and opportunities these 
events represented by working to implement a successful open enrollment period, 
instituting special enrollment periods to accommodate individuals who lost jobs due to 
the pandemic, and implementing the newly established enhanced federal subsidies with 
another special enrollment period launched in April of this year.  In addition, a major 
marketing initiative was launched to reach those who were uninsured or unsubsidized.   
The COVID-19 global pandemic set in motion a national recession that resulted in 
immense job loss and devastating drops in the nation’s gross domestic product (GDP).  
The GDP declined by 3.5 percent4 from 2019 levels, while over 22 million individuals 
lost jobs during the pandemic5.   
California saw its unemployment rate rise from 3.9 percent to 16.0 percent in just two 
months.  In the face of the pandemic, California issued stay-at-home orders. Food 
establishments and most entertainment businesses were severely impacted; and 
unemployment claims skyrocketed to record levels in California.  The number of 
individuals infected rose exponentially and by February 2021, more than 500,000 
Americans had died (John Hopkins).  The U.S. was struck with three waves that saw 
greater and greater numbers of individuals becoming infected throughout the fiscal year.   
As the pandemic unfolded, Covered California’s enrollment continued to rise instead of 
following the “normal” decline seen after the open enrollment peak.  Covered California 
enrollment generally peaks in March of each year following open enrollment.  After 
March, a gradual decline in enrollment occurs as outflows exceed inflows until the 
ensuing open enrollment period.   Individuals who lost employee sponsored insurance 
transitioned to Covered California.  During the 2020 open enrollment, Covered 
California recognized a 20 percent increase in enrollment prompted by the state 
subsidies and mandate, and then recognized additional increased enrollment between 
April 2020 through September 2020, as the pandemic impacted the economy and 
individuals lost jobs or were furloughed.  The pandemic and economic shock altered 
enrollment inflows and outflows into and out of Covered California.  Increased inflows 
occurred among consumers losing employer sponsored coverage.  Enrollment into 
Covered California was somewhat muted by federal economic stimulus legislation that 
provided employers with interest free loans and workers with enhanced unemployment 
benefit payments.   

 
4 Bureau of Economic Affairs,  Gross Domestic Product, Fourth Quarter and Year 2020 (Second 
Estimate) | U.S. Bureau of Economic Analysis (BEA) 
5 Total nonfarm employment dropped from 152,523 to 130,161.  All Employees, Total Nonfarm 
(PAYEMS) | FRED | St. Louis Fed 

https://www.bea.gov/news/2021/gross-domestic-product-fourth-quarter-and-year-2020-second-estimate
https://www.bea.gov/news/2021/gross-domestic-product-fourth-quarter-and-year-2020-second-estimate
https://fred.stlouisfed.org/series/PAYEMS
https://fred.stlouisfed.org/series/PAYEMS
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On March 11, 2021 President Biden signed ARPA into law. The ARPA provides 
massive fiscal stimulus that included substantial increases in financial assistance to 
individuals seeking health care coverage from the Exchanges. The bill provides 
enhanced assistance by: 

• Allowing current Marketplace enrollees with incomes between 200 and 400 
percent of the Federal Poverty Level (FPL) already receiving subsidies prior to 
ARPA, to receive increased subsidies.  

• Providing subsidies for individuals with incomes above 400 percent of FPL that 
limits their premiums to 8.5 percent of their income; and Enabling marketplace 
eligible persons who are receiving unemployment compensation to purchase 
insurance on the Marketplace coverage for themselves and their dependents 
under a silver tier plan with a $0 premium.  Household income above 133 percent 
of the FPL would not be considered in the calculation of the premium tax credit.    
 

During FY 2020-21, Covered California instituted a number of policies and took action to 
ensure that Californians were able to secure affordable and accessible health care 
coverage during the economic downturn. In addition, in response to ARPA, Covered 
California also began the work of making the necessary changes throughout the 
organization to facilitate and support enhanced subsidies. These actions and policies 
included:   

• Investing an additional one-time $40 million in marketing and outreach to ensure that 
consumers were well informed of available healthcare coverage options and could 
navigate into appropriate coverage. 

• Establishing a COVID-19 special-enrollment period from March 20 to Aug. 31, which 
allowed any eligible uninsured individual to enroll. During this period Covered 
California spent $9 million on an ad campaign to spread the word to those who 
needed coverage during the crisis.   

• Keeping its employees safe, and successfully transitioning its entire workforce into a 
telework environment, investing in technology to keep employees productive and 
maintaining quality service to our enrollees. 

• Designing marketing campaigns for ARPA enhanced subsidies. 

• Designing, modifying, and implementing changes to CalHEERS to incorporate the 
new federal enhanced subsidy calculations. 

• Developing training materials, and training navigators, agents, and others on the 
enhanced federal subsidies.  

• Enacting a special enrollment period between April 12, 2021 through December 31, 
2021 so that uninsured and unsubsidized individuals could sign up for coverage on 
the exchange to take advantage of the enhanced federal subsidies. 
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Projected FY 2020-21 Year-End Result 
 
The Covered California board-approved budget for FY 2020-21 was $460.2 million, with 
$440.2 million approved for operations and $20.0 million approved for capital projects. 
This included 1,419 staff positions (see Table 7. Covered California Board Approved 
Operating, Capital Projects, and Staffing Budgets for Fiscal Year 2020-21). These 
budget resources were provided to:  
 
• Continue the state premium assistance program and the state-level individual health 

insurance mandate.  
• Provide a better consumer experience to applicants and enrollees.  
• Ensure that individuals losing jobs and employer sponsored insurance during the 

pandemic were supported to select and enroll into affordable quality health 
coverage, and 

•  Retain current enrollees and provide the tools to deliver on our mission.   
 

 
Table 7. 

Covered California Approved Operating, Capital Projects, and Staffing Budgets 
for Fiscal Year 2020-21 

 
  

Total Approved Operating Budget $440.2 
Total Approved Capital Projects Budget $20.0 

Total Comprehensive Budget $460.2 
  
Total Permanent Staff 1,419 

 
 
Covered California’s forecasted financial outcome for FY 2020-21 discloses that it will 
recognize an overall decrease in net position of $36.2 million.  Covered California’s FY 
2020-21 approved budget assumed total operating revenues of $416.8 million and total 
operating expenses of $440.2 million, which would result in a $22.5 million decrease in 
net position.  The unfavorable budget variance in operating results is driven by the net 
effect of lower than budgeted enrollment, lower than budgeted fee revenue per-
member-per-month (PMPM), and a favorable budget variance in personnel and other 
operating expenses.  
Based on forecasts for the remainder of the fiscal year, it is estimated that Covered 
California’s operating revenues and other income6 will be $39.5 million lower than 
budgeted.  Exchange-based individual medical plan enrollment is forecasted to achieve 
96.0 percent of its budgeted total.  Total exchange based individual revenues are 
forecasted to reach 89.0 percent of their budgeted total. During the first half of the fiscal 
year (July to December), actual enrollment reached 102.9 percent of the levels 

 
6 Non-operating income represent interest income earned on short-term investment held in the state of 
California Surplus Money Investment Fund (SMIF). 
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forecasted in the budget, while in the second half of the year (January to June) 
enrollment is forecasted to achieve 90.1 percent of the levels projected in the budget.  
In total, enrollment is projected to be 96 percent of the forecasted budget.  In the first 
half of the fiscal year, Covered California assumed that individuals would transition out 
of Covered California and into Medi-Cal as they lost jobs and recognized lower income.  
However, this did not occur as predicted. This resulted in higher than expected 
enrollment in the first half of the fiscal year, as individuals losing ESI flowed in, while the 
outflows to Medi-Cal were muted.  The lower than expected outflows was possibly the 
result of federal legislation that provided loans to small businesses and enhanced 
unemployment insurance that provided cash infusions to individuals.  Lower enrollments 
than relative to the Budget during the second half of FY 2020-21 reflect lower than 
expected transitions from ESI due to a faster economic recovery. The Department of 
Finance had initially projected unemployment of over 20 percent and much longer 
period of recovery. 
Per-member-per-month (PMPM) fee revenue is forecasted to average $19.17 PMPM, 
which is $1.47 PMPM less than the budgeted total of $20.64 PMPM.  The 7.1 percent 
differential results from budget assumptions differing from actual results.  The budget 
assumed that gross premiums would rise by 8.0 percent between calendar year 2020 
and 2021; however, actual growth associated with the enrolled population equated to 
only 0.1 percent.  An additional reason that revenue did not rise as much as enrollment 
was that many consumers switched from higher cost plans to lower cost plans to such 
an extent that it caused average monthly premiums to decrease.  
Total operating expenses are projected to equal $413.9 million, which is $26.3 million 
less than the approved budget.  Covered California is forecasted to recognize a 
favorable personnel expense variance of $21.1 million.  This favorable budget variance 
is the result of a statewide 9.23 percent salary reduction.  Other operating expenses are 
forecasted to be $5.2 million less than budgeted due to budgeted expenses not 
occurring or delayed.  Overall, Covered California’s net position is forecasted to decline 
by $35.6 million, which is $13.1 million greater than the budgeted decrease in net 
position of $22.5 million. (see Table 8.. Statement of Revenue, Expenses and Changes 
in Fund Net Position and Enrollment FY 2020-21 Actional/Forecasted and Variance 
Budgetary-Legal Basis).  
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Table 8. 
Statement of Revenue, Expenses and Changes in Fund Net Position and 

Enrollment 
FY 2020-21 Actual / Forecasted and Variance  

Budgetary-Legal Basis of Accounting 
 

 

  

2020-21 Budget

Fiscal Year 2020-21 
Forecast As of May 

2021 Variance
Member Months

Average Monthly Enrollment-Individual Medical 1,603,850                  1,539,596                    (64,254)              
Per-Member-Per-Month Individual Revenue 20.64$                       19.17$                         (1.47)$                
Plan  Individual - Medical - Total Member Months 19,246,198                18,475,151                  (771,047)            
Plan Individual - Dental - Total Member Months 2,662,768                  2,543,655                    (119,113)            
Plan CCSB - Medical - Total Member Months 702,615                     840,434                       137,819             

Operating Revenues 

Plan Assessments Individual - Medical 397,295,839$            354,152,365$              (43,143,474)       
Plan Assessments Individual - Dental 1,932,771$                2,047,778$                  115,007             
Plan Assessments CCSB - Medical & Dental 17,594,281$              20,583,630$                2,989,349          

Total Operating Revenues 416,822,891$            376,783,773$              (40,039,118)$     

Operating Expenses

Personnel Services 153,150,835$            132,080,635$              21,070,200        
Other Operating Expenses 287,027,727$            281,775,944$              5,251,783          

                                          Total Operating Expenses 440,178,562$            413,856,579$              26,321,983$      

Operating Income/(Loss) (23,355,671)$             (37,072,806)$               (13,717,135)       

Other Income - SMIF Interest 856,388$                   1,446,310$                  589,922             

Overall Increase/(Decrease) In Net Position (22,499,283)$             (35,626,496)$               (13,127,213)$     
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V. Enrollment and Revenue Forecast 
 
Introduction 
 
The major sources of health care coverage in the United States include Employer 
Sponsored Insurance (large and small group), Individual market (On- and Off-
Exchange), Medicare, Medicaid, the Veterans Administration, and Tricare. The 
distribution of the US population among these payers, as well as the percent of the 
population having any type of health care coverage at all, are sensitive to major 
changes in the economy and the labor market, and are responsive to state and federal 
health care policy initiatives designed to expand access and improve affordability.  
The years between 2014, when Covered California first began enrolling consumers into 
health plans, and up to 2020, featured steady economic recovery from the 2007 Great 
Recession, gradually falling unemployment, and relatively few major health care policy 
changes. Attempts by the Republican Congress to repeal the Affordable Care Act (ACA) 
in late 2017 failed, and actions by both the Congress and administration to weaken the 
law only modestly impacted Covered California enrollment, reflecting California’s 
unwavering commitment to improving health care affordability. These actions included 
reducing the federal tax penalty for not having health insurance to zero, as well as the 
decision by the administration in 2017 to stop paying Cost-Sharing Reduction (CSR) 
subsidies. 
Since January 2020, Covered California’s operating environment has been much more 
eventful and dynamic. In 2019, California’s Legislature responded to the effective 
elimination of the federal health care mandate by passing its own state health care 
mandate, penalty, and subsidy. California’s subsidy, in particular, was designed to 
address the federal “subsidy cliff”7 at 400 percent of the Federal Poverty Level (FPL) by 
providing additional subsidies to individuals and households with incomes up to 600 
percent FPL. After the new state subsidies became effective in January 2020, Covered 
California experienced a dramatic increase in enrollment. Effectuated enrollment rose 
from 1,338,013 in January 2020 to 1,504,752 in April 2020.  
In mid-March 2020, in response to surging numbers of Covid-19 infections and 
hospitalizations8, the nation and the state of California implemented a series of stay-at-
home restrictive measures directed at commercial establishments and other public 
gathering locations. These measures resulted in widespread business closures, 
particularly among establishments requiring close indoor physical interaction. California 
saw its unemployment rate rise from 3.9 percent to 16.0 percent in just two months. 

 
7 The Affordable Care Act's (ACA) "subsidy cliff" refers to the fact, prior to the passage of the American 
Rescue Plan Act (ARPA) the federal premium subsidy (premium tax credit) eligibility for individuals 
purchasing  their own health insurance in the ACA marketplace stopped abruptly at a household income 
of 400% of the poverty level, resulting in a drastic increase in the individual contribution towards health 
insurance premiums. 
8 As of May 16, 2021, California had officially recorded 3.6 million Covid-19 cases, and 61,449 related 
deaths. URL: https://covid19.ca.gov/state-dashboard/ 
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Growth or weakness in the economy may cause individuals to move from one source of 
health care coverage to another.  As layoffs mounted, many of the workers losing jobs 
also lost Employer Sponsored Insurance (ESI) and sought replacement coverage. Many 
of these individuals came to Covered California. Between April and September 
enrollment rose again, climbing from 1,504,752 to 1,551,009, another three percent 
increase. 
The recession prompted by the COVID-19 pandemic impacted the labor market very 
differently than did the 2007 Great Recession.  During the 2007 Great Recession, the 
peak unemployment level arrived 27 months after the onset of the recession. The 
COVID-19 induced recession resulted in a sudden shock to the labor market, with the 
peak unemployment rate arriving only 2-months after the onset of recession. The 2020 
recession resulted in much more joblessness for some industry sectors, such as Leisure 
and Hospitality, than for others. A key insight revealed by Covered California’s modeling 
of the labor market impacts, was that the hardest hit sectors were also among those 
with the lowest percentage of employees with ESI coverage, meaning that there were 
fewer unemployed workers losing ESI than there were unemployed workers losing jobs 
overall. Congress responded to the 2020 recession with more urgency, swiftness, and 
amount of resources than during prior recessions. The CARES Act9 provided an 
additional $600 per week in financial assistance to those receiving unemployment 
insurance. The CARES Act also included the Paycheck Protection Program (PPP), 
which provided loans to many businesses that enabled the hardest hit entities to 
continue providing health care coverage to their furloughed and temporarily idled 
employees.  
Some individuals and households already enrolled in Covered California and 
experiencing unemployment or loss of income transitioned from the Marketplace to 
Medi-Cal. Net outflows from Covered California to Medi-Cal were 2.6 times greater than 
the previous year. The enhanced unemployment insurance (UI) combined with 
marketplace subsidies, however, enabled many to meet their individual contribution for 
premiums and remain enrolled in Covered California. 
The Spring of 2021 presents a vastly different and much brighter picture in terms of the 
broad economic context. Just as fast the unemployment rate rose in 2020, it appears to 
be declining in 2021.  An effective COVID-19 vaccine was developed in record time.  
Today, just 12-months after the COVID-19 virus was identified in the U.S., more than 
150 million Americans have been vaccinated. The economy appears poised for 
recovery.  California, like many states, is beginning to lift stay-at-home orders and in-
classroom teaching is likely to resume in Fall 2020. While there are potential threats to 
economic recovery, such as supply chain disruptions, labor shortages, or a new Covid-
19 variant striking the unvaccinated, it is expected that the state’s economy will 
rebound.  

 
9 The Coronavirus Aid, Relief, and Economic Security Act, also known as the CARES Act, was a $2.2 
trillion economic stimulus bill passed by the 116th U.S. Congress and signed into law by President 
Donald Trump on March 27, 2020, in response to the economic fallout of the COVID-19 pandemic in the 
United States.[ 



 

Covered California Proposed Fiscal Year 2021-22 Budget – Draft Version - May 20, 2021  69 
 

Economists are now predicting stronger economic growth over the next 36-months, 
driven by pent-up savings, the resuming of service consumption back to pre-pandemic 
levels, and robust housing sector activity. The spending is projected to surpass its 2019 
peak by Q4 2021. California's labor market is forecasted to gradually recover during this 
period. The UCLA Anderson School forecasts California's unemployment rate to decline 
from an average of 7.7 percent in Q1 2021 to 6.1. percent in Q4 2021, 4.1 percent in Q4 
2022, and 4.0 percent in Q4 2023.  The expectation is that California will be near the 
pre-pandemic unemployment rate by the end of 2023.  The California Department of 
Finance provided a more conservative economic recovery forecast in the Governor’s 
Budget, projecting a more gradual decline in California’s unemployment rate to 6.6 
percent by Q4 2023.   
This year also introduces a major federal health care policy initiative that will directly 
impact Covered California enrollment by making health care coverage much more 
affordable for marketplace consumers. On March 11, President Biden signed the ARPA 
into law. The ARPA not only provides massive fiscal stimulus that should provide 
additional fuel for economic growth, it also substantially increases financial assistance 
to individuals seeking health care coverage from the Exchanges. The bill provides 
enhanced assistance to at least four groups: 

• Under Section 9661 of the law, current Marketplace enrollees with incomes 
between 200 and 400 percent of FPL already receiving subsidies prior to ARPA, 
will see those subsidies increased. 

• Section 9661 also eliminated the “subsidy cliff” for individuals with incomes 
above 400 percent of FPL not previously eligible for subsidies, but making them 
eligible now under ARPA, so long as their cost of coverage was not below 8.5 
percent of their income. 

• Section 9501 required employers to extend offers of free COBRA coverage to 
certain individuals for the period from April 1, 2021 through September 30, 2021. 
However, even when subsidized at 100 percent, COBRA may not be the best 
option for some individuals. The COBRA subsidy expires in September and 
individuals who receive unemployment insurance benefits in 2021 qualify for a 
free marketplace plan with extremely low cost-sharing.   

• Section 9663 is directed at individuals receiving unemployment compensation at 
any point in 2021. Under ARPA, if a person is receiving unemployment 
compensation and is eligible to purchase insurance on the Marketplace, they and 
their dependents can get a silver plan with a $0 premium. That is because any 
household income above 138 percent of the FPL would not be considered in the 
calculation of the premium tax credit.    
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Table 9: 

Maximum Income Contribution by Household Income for Premium Tax Credits 
Income as Percent 

of the Federal 
Poverty Level 

Under Affordable 
Care Act  

Under ARPA, Section 
9661 

Under 100% Not eligible for 
subsidies 

Not eligible for 
subsidies 

100% – 138% 2.07% 0.00% 
138% – 150% 3.10% – 4.14% 0.00% 
150% – 200% 4.14% – 6.52% 0.0% – 2.0% 
200% – 250% 6.52% – 8.33% 2.0% – 4.0% 
250% – 300% 8.33% – 9.83% 4.0% – 6.0% 
300% – 400% 9.83% 6.0% – 8.5% 

Over 400% Not eligible for 
subsidies 

8.50% 

Source:  American Rescue Plan Act: Health Coverage Provisions Explained, Georgetown 
University Health Policy Institute  

 

Forecasting Strategy 
 
Covered California’s enrollment projection incorporates three different analyses layered 
upon each other to develop a final all-inclusive forecast. 
Stochastic model 
The beginning stage and bottom layer of the forecast is a quantitative projection based 
on actual and historic enrollment trends projected forward into the future and assuming 
a relatively static environment. Covered California uses regression analysis to calculate 
the January share of annual new and renewal plan selections. After annual plan 
selections are calculated, the estimated effectuation rates for both annual new plan and 
renewal plan selections are applied using the experience of prior years, but weighted 
towards more recent years. Finally, enrollment is distributed for each month following 
historical seasonal enrollment and termination patterns to provide an estimated 
enrollment trend for the year. 
Impact of Economic and Labor Market Changes 
 
The second, or middle stage of the enrollment forecast is the Labor Market analysis. 
The United States has experienced three economic recessions and two economic 
recoveries in the past twenty years. These changes in the business cycle ripple through 
the labor market and may result in movement of individuals from one source of health 
care coverage to another. For Covered California these transitions may result in 
enrollment “inflows” by certain groups and enrollment “outflows” by other groups.  
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To estimate these inflows and outflows, Covered California first develops a three-year 
industry sector specific employment projection. Next, we utilize highly granular U.S 
Department of Labor and Census Bureau data sets such as the Current Population 
Survey (CPS) to simulate the impact of changes in employment on health care 
coverage selection. The CPS microdata includes such information as the industry sector 
of employed individuals, income level, household size, and source of health care 
coverage.  
Covered California serves as the individual marketplace source of coverage for 
non-elderly individuals and households with incomes too high to qualify for Medicaid 
benefits, who are otherwise unable to obtain employer-based health care coverage.  
During periods of economic weakness Covered California may experience enrollment 
inflows from individuals losing employer-based coverage, and enrollment outflows from 
individuals whose incomes have fallen below the Medi-Cal threshold. Conversely, 
during periods of economic strength, Covered California may see enrollment inflows 
from individuals whose incomes have lifted them above the Medicaid threshold, and 
from the previously uninsured, but see enrollment outflows of individuals finding jobs 
with employer-based coverage.  
Covered California utilizes the results of prior studies that have measured the effect of 
subsidies and financial assistance on consumer health coverage purchase decisions to 
estimate “take-up rates, which are estimates of the percentage of members of eligible 
groups who may respond to these inducements.   
Impact of the American Rescue Plan 
Finally, Covered California incorporates the impact of policy changes or program 
modifications designed to expand access and/or improve affordability. This involves 
estimating the number of individuals who may be eligible to enroll in Covered California 
as result of the policy change or program modifications, and then estimating the number 
of individuals within that universe willing to enroll for health care coverage. 
To estimate the additional enrollment resulting from the enhanced subsidies provided 
under ARPA, Covered California used highly granular US Census bureau datasets to 
estimate the number of marketplace eligible individuals from four populations to whom 
ARPA’s enhance subsidies are directed:  

1. the uninsured,  
2. those enrolled in individual market off-exchange plans, and  
3. individuals receiving unemployment insurance who are uninsured, and  
4. individuals receiving unemployment insurance with access to ESI or COBRA 

coverage. 
The ARPA did not eliminate the “family glitch,” which makes workers and their 
dependents ineligible for marketplace subsidies if someone in the household has an 
offer of affordable employer sponsored insurance, even if that coverage is only offered 
to the employee and not the dependents. We estimated and removed this population 
from the universe of potential enrollees. 
Lastly, for the remaining universe of enrollees, Covered California applied the ARPA 
contribution curve to their estimated household income in order to calculate their 
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individual contribution, and the subsidized portion as a percentage of premium, using 
the average silver plan premium. Then, using the percentage of premium that is 
subsidized, Covered California applied a set of “Willingness to Pay” assumptions to 
estimate the “take-up,” or percentage, of eligible individuals who would decide to enroll.  
“Willingness to Pay” (WTP) is the maximum price at, or below which a consumer will 
buy a product or a service.  In the context of demand for health care services, WTP 
focuses on the valuation of benefits by consumers and their maximum willingness to 
pay for it.  The empirical application of this concept using historical administrative data 
is particularly useful for determining the take-up rates for means-tested benefit 
programs such as subsidized health insurance through marketplace under the 
Affordable Care Act, and now under the enhanced subsidies provided in ARPA of 2021. 
Utilizing this methodology, Covered California anticipates that ARPA’s enhanced federal 
subsidies will add a total of 266 thousand new effectuated enrollees through plan years 
2021 and 2022.  
Individual Medical Enrollment Forecast 
In 2020, as a result of the pandemic-induced recession, Covered California experienced 
an inflow of roughly 130,000 additional enrollees comprised of unemployed workers 
seeking to replace lost ESI. However, it also experienced net outflows to Medi-Cal, and 
the ranks of the uninsured. Enrollments by those no longer eligible for Medi-Cal, 
typically more than 70 thousand annually, stopped after Medi-Cal redeterminations were 
suspended due to the pandemic10.  
In 2021, as the economy recovers, the direction of enrollment inflows and outflows is set 
to reverse, although the velocity and timing of such a reversal is uncertain, and 
dependent on the strength of the labor market recovery. 
To derive the estimates below, Covered California utilized the Annual Social and 
Economic Supplement of the Census Bureau’s Current Population Survey (CPS) to 
determine the impacts of the labor market recovery on the health coverage status for all 
California workers and family relatives.  This information was used to extrapolate the 
resulting changes in health coverage to Covered California’s enrollment inflows and 
outflows by developing assumptions using internal membership survey instruments.  
Because the future may hold an element of uncertainty, Covered California produces a 
“High” and “Low”  enrollment projection in addition to its Mid estimate (Figure 3). The 
High and Low forecasts reflect scenarios where the economic recovery is either 
stronger or weaker than anticipated, and the enhanced subsidies provided under ARPA 
are either more successful, or less successful in bringing additional consumers to 
Covered California health plans. In addition, both the Mid and High forecasts assume 
that the enhanced subsidies under ARPA are made permanent.  While this policy has 
very little enrollment or financial impact to Covered California in FY 2021-22, it does 
have potentially substantial implications in future years. 
 

 
10 Department of Health Care Services, All County Welfare Director’s letter 20-08; URL: 
https://www.dhcs.ca.gov/services/medi-cal/eligibility/letters/Documents/I20-08.pdf 

https://www.dhcs.ca.gov/services/medi-cal/eligibility/letters/Documents/I20-08.pdf
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Figure 3 

Trend in Enrollment with Forecasted Levels at the High; Mid and Low Estimate; 
FY 2018-19 through FY 2020-21 

 

 
Mid Estimate 
At the mid estimate, Covered California projects an average monthly enrollment of 
1,663,421 in FY 2021-2022, which would be 7.7 percent greater than the 1,544,899 
forecasted for FY 2020-21 (Table 10.).  
To incorporate the impact of the anticipated economic recovery, Covered California 
used the latest publicly available Economic Forecast of the California Department of 
Finance to benchmark the labor recovery in California. We next used the Annual Social 
and Economic Supplement of the CPS to determine the impacts of the labor market 
recovery on the health coverage and status for all Californian workers and family 
relatives.  Finally, we extrapolated these changes in the source of health coverage to 
Covered California’s enrollment inflows and outflows by developing assumptions using 
internal membership survey instruments.  
Under the Mid scenario, the economic and labor market recovery triggers net enrollment 
losses due to outflows of enrollees obtaining jobs with large employers and transitioning 
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to ESI. However, these enrollment losses are more than offset through the enrollment 
boost that ARPA’s enhanced federal subsidies will provide. Covered California 
anticipates that ARPA’s enhanced federal subsidies will add a total of 266 thousand 
new effectuated enrollees through plan years 2021 and 2022. Under the Mid estimate, 
ARPA’s enhanced subsidies would contribute to a higher retention rate, further boosting 
and maintaining higher enrollment enticed by enhanced subsidies.  
Under this scenario, Covered California assumes that half of ARPA induced new 
enrollment would occur in 2021 and that ARPA’s enhanced federal subsidies would be 
made permanent. The proposed American Families Plan Act would extend the 
expanded health insurance tax credits in the ARPA beyond 2022. 
High Estimate 
At the high estimate, Covered California projects an average monthly enrollment of 
1,849,636 in FY 2021-2022, which would be 19.2 percent greater than the 1,551,342 
forecasted for FY 2020-21 (Table 10.). 
Covered California prepared the high estimates using a more pessimistic economic 
recovery outlook than the projection developed by California Department of Finance. 
The high estimate assumes a longer labor market recovery, similar to prior recessions. 
For instance, in the aftermath of the 2007 Great Recession, it took California’s labor 
market more than six years to get back to nonfarm employment levels reported at the 
peak of the recession.  Additionally, this more pessimistic economic outlook assumes a 
labor market recovery characterized by high levels of labor underutilization, meaning 
precarious wages and benefits for most of new jobs created.  
Compared to the Mid estimate, the high estimate anticipates larger net enrollment 
inflows in Covered California from 2021 to 2024. Two factors contribute to higher 
enrollment intakes. First, Covered California assumes that an economic recovery 
producing more low-wage than high-wage jobs and benefits would result in larger pools 
of Californians eligible for marketplace subsidies, and consequently, higher net 
enrollment intakes than in the Mid scenario. Secondly, Covered California prepared 
ARPA induced enrollment estimates assuming larger take-up rates among the 
California population eligible for marketplace subsidies. Thus, the high estimate 
anticipates that ARPA ‘s enhanced federal subsidies will increase enrollment by 325 
thousand individuals. Additionally, like the Mid estimate, this enrollment scenario 
assumes that half of ARPA induced new enrollment will occur early in 2021 and that the 
federal enhanced subsidies will be made permanent by Congress.  
Low Estimate 
At the low estimate, Covered California projects an average monthly enrollment of 
1,608,104 in FY 2021-2022, which would be 4.3 percent greater than the 1,541,982 
forecasted for FY 2020-2021 (Table 10.).  
The low scenario assumes the same economic and labor market scenario as the Mid 
estimate (Department of Finance’s projections). It differs from the Mid assessment 
however, in its treatment of the enrollment impact of ARPA’s enhanced subsidies. First, 
the low scenario assumes an enrollment take-up consistent with the more conservative 
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Congressional Budget Office (CBO) estimates on the impact of ARPA’s enhanced 
subsidies to the Marketplace, adapted to California.  
Secondly, under the low estimate, we assume that the majority of ARPA induced new 
enrollment will occur in plan year 2022; rather than 2021, resulting in a lower overall 
level of enrollment during the first half of the 2021-22 fiscal year. Lastly, the low 
estimate assumes that  ARPA’s enhanced federal subsidies will expire at the end of 
plan year 2022; and that when they do, Covered California will lose all the remainder of 
its ARPA new enrollment at the end of plan year 2023. 

Table 10. 
Individual Medical Plan Enrollment Forecasts 

Effectuated Enrollment 
(Average Monthly Enrollment) 

 
Scenario 

 
FY 2020-21 FY 2021-22 FY 2022-23 FY  2023-24 

High 
 

1,551,342 1,849,636 2,037,942 2,053,015 
Mid 

 
1,544,899 1,663,421 1,746,682 1,737,597 

Low 
 

1,541,982 1,608,104 1,589,810 1,488,176 

 
Covered California Premium Projection 
Covered California’s operating revenue is derived from assessment fees set at a fixed 
percent of each Covered California plan member’s monthly premiums. The individual 
market assessment fee is currently set at 3.25 percent of premium. If Covered 
California’s average monthly premium increases or decreases, the per member, per 
month dollar amount of the percent assessment fee will increase or decrease 
proportionally. For this reason, the projection of changes in premiums is a critical 
element of the overall process of projecting revenue. 
When considering changes in premiums, it is also important to understand that the 
overall change in premiums is driven by two different processes. First, changes in 
premiums may occur as a result of increases in rates set by health plans. The rates set 
by health plans reflect changes in the overall prices for medical and health care 
services. Health plan rates are also influenced by the plan’s assessment of the medical 
“risk” mix of the covered population. Over the years, health care payers have developed 
and refined risk adjustment methodologies that evaluate such variables as age, gender, 
diagnostic history, and disability to develop a score that can be used to predict future 
costs. 
The years 2020 and 2021 have featured the lowest premium rate increases in Covered 
California’s history. Average rates announced by health plans were 0.8 percent for plan 
year 2020, and 0.6 percent for plan year 2021. The historically low rate increases in 
2020 reflected anticipation by health plans of an influx of younger, healthier enrollees as 
result of California’s state mandate, penalty, and new subsidies. Increased competition 
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among plans may also have been a moderating factor on overall health care premiums 
for consumers in Covered California. The low rate increases announced by health plans 
for 2021 resulted from the same factors, but in addition reflected large drops in the 
utilization of health care services and ambulatory care during the pandemic, reducing 
upward pressure on medical loss ratios. 
Secondly, changes in the overall “average” monthly premium paid by Covered 
California’s enrolled population may reflect changes in the underlying distribution of the 
enrolled population, by age, risk status, metal tier, or among plans with higher or lower 
premiums. Actual premium growth was negative 2.9 percent in 2020 and up only by a 
slight 0.1 percent in 2021. As noted above in our discussion of the state subsidy 
program, policy changes that improve affordability and encourage enrollment by 
younger consumers may bring down average monthly premiums.  
Additionally, Covered California’s enrolled population displays a high degree of price 
sensitivity. Plan year 2020 saw significant shifts in enrollment from higher priced to 
lower priced Silver metal tier plans. More than half of Covered California’s members 
were enrolled in Silver plans during 2020. Likewise, there is evidence that the amount of 
individual contribution towards premium, not including subsidy, may influence metal tier 
selection.  
Covered California’s premium growth projection anticipates a gradual rise in premiums 
between 2021 and 2023.  Average monthly premiums are expected to increase by one 
percent in plan year 2022, five percent in plan year 2023, and five percent in plan year 
2024. (Table 11).   
As more Californian’s are vaccinated, we anticipate medical services and ambulatory 
care utilization to return to pre-pandemic levels. Rising premiums may also result from 
anticipated increases in economy-wide inflation, as well as a return to somewhat higher 
growth rates for medical services as the rebounding economy drives increases in 
overall medical inflation. The Centers for Medicare and Medicaid Services (CMS) 
anticipates that, “national health spending is expected to increase over 2021-23 at an 
average rate of 5.4 percent compared to 5.2 percent anticipated for 2020. The 
acceleration is primarily explained by rising projected personal health care inflation, 
averaging 2.4 percent for the period—a rate closer to its average historical growth. This 
faster price growth is driven in part by expected increases in wage growth for health 
care workers11.”  
Finally, as noted above, Covered California consumers are price sensitive. As ARPA’s 
enhanced subsidies result in lower individual contributions towards premium, there is a 
possibility that a greater proportion of enrollees may select higher priced metal tier 
plans, driving up the average monthly premium.    
  

 
11 Centers for Medicare and Medicaid Services, “National Health Expenditure Projections 2019-2028, 
Forecast Summary. December 16, 2020. URL: https://www.cms.gov/files/document/nhe-projections-2019-
2028-forecast-summary.pdf 
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Table 11 

Projected Premium Growth Rates – Individual Medical 

Plan Year 
2021 

Plan Year 
2022 

Plan Year 
2023 

Plan Year 
2024 

Actual Projected Projected Projected 

0.03% percent 1.0 percent 5.0 percent 5.0 percent 

 

Individual Medical Revenue Forecast 
 
Covered California proposes to have the assessment fee percent remain at 3.25 
percent during plan year 2022, unchanged from 2021.  At the Midrange forecast, 
individual medical premiums are expected to total $370.8 million in FY 2021-22, $401.3 
million in FY 2022-23, and $419.2 million in FY 2023-24. At the high forecast, individual 
medical premiums are expected to total  $412.8 million in FY 2021-22, $468.3 million in 
FY 2022-23, and 495.3 million in FY 2023-24. At the low forecast, individual medical 
premiums are expected to total  $358.5 million in FY 2021-22, $365.3 million in FY 
2022-23, and 359 million in FY 2023-24.(Table 12). 

Table 12 

Individual Medical Plan Assessments 
(Dollars in Millions) 

Scenario 
 

FY 2020-21 FY 2021-22 FY 2022-23 FY  2023-24 
High 

 
$356,641,211 $412,349,840 $468,276,804 $495,318,753 

Mid 
 

$355,213,567 $370,803,613 $401,340,989 $419,214,344 
Low 

 
$354,567,335 $358,469,160 $365,270,911 $359,030,004 

 

Covered California’s Individual Dental Plans for Children and Families 

Covered California offers individual dental plans for children and families. Children’s 
dental benefits are automatically included in the health plans offered through Covered 
California. For children who are insured by both a health plan and a family dental plan, 
the two plans will coordinate benefits. Dental coverage is not an essential health benefit 
for adults, however, so adult dental coverage is offered separately from health 
insurance plans. 
Covered California offers two types of dental plans: HMO (health maintenance 
organization) plans, and PPO (preferred provider organization) plans. Participating 
dental plans include: 

• Delta Dental of California 
• Blue Cross- Dental 
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• Blue Shield California Physician’s Services – Dental 
• Liberty Dental Plan of California 
• California Dental Network 
• Access Dental Plan of California 
• Dental Health Services 
• Guardian 

 
The Covered California assessment fee for individual dental plans is the same as for 
individual medical plans. It is currently 3.25 percent and is proposed to remain at 3.25 
percent in 2022. 
 
Individual Dental Enrollment Forecast 
 

Table 13. 

Individual Dental Plan Enrollment Forecasts 
Effectuated Enrollment 

(Average Monthly Enrollment) 
 

Scenario 
 

FY 2020-21 FY 2021-22 FY 2022-23 FY  2023-24 

High 
 

213,343 240,842 264,687 266,546 

Mid 
 

212,492 216,184 226,726 225,526 

Low 
 

212,108 209,007 206,106 193,086 

 
 

Individual Dental Revenue Forecast 
 

Table 14 

Individual Dental Plan Assessments 
(Dollars in Millions) 

Scenario 
 

FY 2020-21 FY 2021-22 FY 2022-23 FY  2023-24 
High 

 
$2,058,189 $2,295,122 $2,596,232 $2,694,045 

Mid 
 

$2,050,287 $2,059,172 $2,223,881 $2,279,329 
Low 

 
$2,046,717 $1,906,024 $1,866,043 $1,801,155 
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Covered California for Small Business 
Covered California for Small Business is California’s version of the Small Business 
Health Options Program (also known as SHOP) established under the Affordable Care 
Act. It is a small-group health insurance program for employers with 100 or fewer 
employees who want to provide either health or dental insurance, or both, to their 
employees.  
Under the Affordable Care Act, the same essential set of regulations applied to the 
individual market are also applied to the small-group market. These include: no 
exclusion of preexisting conditions, modified community rating (meaning that insurers 
cannot vary rates based on health status), a standard set of “essential health benefits,” 
and a limit on the percentage of premium that insurers can devote to profits or 
overhead, known as a minimum “medical loss ratio”.  
Certain employers who offer insurance through Covered California for Small Business 
may be eligible for a federal tax credit. The maximum tax credit available is 50 percent 
of premium expenses as a for-profit employer. The maximum credit for tax-exempt 
employers is 35 percent. This credit applies to two consecutive tax years. To be eligible 
for the tax credit, the business must have less than 25 full-time equivalent employees, 
the employees must have an average annual wage of less than $56,000 per year12, and 
contribute at least 50 percent of the cost of insurance coverage for each employee. 
Covered California for Small Business is one of several sources of health insurance 
within California’s small-group market, which is defined as insurance purchased by 
businesses with 100 or fewer full-time equivalent employees. California’s small-group 
market is estimated to provide coverage for over 2.3 million covered lives. In 2018, 
Covered California for Small Business provided insurance for roughly three percent of 
the small-group market.  
Covered California for Small Business offers plans from five health plans and four 
dental plans that are available to small employers for year-round enrollment.  Employers 
can select from four medical tiers — Bronze, Silver, Gold and Platinum, allowing them 
to tailor health insurance to their employees’ specific needs. Employers may purchase 
health insurance with the help of a registered agent or broker.  
As of March 2021, there were 8,035 employer groups participating in Covered California 
for Small Business. The average number of covered employees per employer group 
was 8.4.  Fifty-eight percent of the enrollees have selected a platinum or gold plan, 
while only 10 percent of enrollees are in a bronze plan.   
Average monthly medical enrollment for FY 2020-21 is forecast to be 64,867, an 
increase of over 6,100 members per month compared to FY 2019-20 when monthly 
medical enrollment averaged 58,710.  
As these numbers suggest, enrollment in Covered California for Small Business plans 
remained remarkably resilient during the Covid-19 pandemic and resulting economic 
downturn. Medical plan enrollment increased month over month from June 2020 
forward. The increase in enrollment may be due to several factors. First, the majority of 

 
12 This limit has been adjusted for inflation since 2014. 
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Covered California for Small Business employers were not in the industry and 
occupational sectors impacted the greatest by the pandemic. The Covered California for 
Small Business 2018 Customer Satisfaction Survey, for example, indicated that 41 
percent of the employer groups were in “white-collar” industries, Professional Service, 
Technology, Education, Finance, Real Estate and Management.  The industries hit the 
hardest due to the COVID-19 pandemic, Accommodations, Food Service, 
Entertainment and Recreation, represented only seven percent of the employer groups.  
A second factor may have been the federal assistance offered to small business. The 
Paycheck Protection Program (PPP), stimulus enacted by Congress in response to the 
COVID-19 economic shock, was intended to assist small businesses to maintain 
employment and wages during the crisis.  PPP lending exceeded $500 billion over a 
brief two-month period.  The PPP loans were designed to provide funds to small 
businesses to maintain their employment and wage rates similar to pre-crisis levels.  
A study conducted by MIT estimated that the PPP boosted employment at eligible firms 
by 2.0 to 4.5 percent, with a preferred central tendency estimate of approximately 3.25 
percent13. The MIT estimates imply that the PPP increased aggregate U.S. employment 
by 1.4 million to 3.2 million jobs through the first week of June 2020, with a preferred 
central tendency estimate of about 2.3 million workers .According to Pro Publica, the 
Small Business Administration approved 1.18 million PPP loans in California14. 
Covered California for Small Business Enrollment and Revenue Forecast 
The FY 2021-22 enrollment and revenue forecasts for Covered California for Small 
Business assume a strong economic recovery from mid-year 2021 through 2023. Unlike 
the individual market, where a strongly recovering market may result in enrollment 
outflows to Employer Sponsored Insurance, the enrollment impact of a strong economy 
for the small group market is largely positive. Plans by Covered California to offer small 
business employer groups a wider array of metal tier plans may also attract new sales. 
The assessment rate for Covered California for Small Business plans was 5.2 percent 
of the gross premiums in 2021.  Covered California proposes that this assessment rate 
continue for plan year 2022 through 2024.   
Under the Mid estimate premiums are projected to grow by two percent in Plan Year 
2022, and by five percent in plan years 2023 and 2024. (Table 16) 
At the Mid estimate, Covered California projects an average monthly medical plan 
enrollment of 67,945 in FY 2021-2022, which would be 4.7 percent greater than the 
64,867 forecasted for FY 2020-2021 (Table 15.).  Under the Mid forecast, medical plan 
revenue is projected to be $22 million (Table 17).  Covered California for Small 
Business Dental plan average monthly enrollment is projected to be 5,598 members 
and dental plan revenue to total $106,450.  
At the high estimate, Covered California projects an average monthly medical plan 
enrollment of 70,218 in FY 2021-2022, which would be 8.2 percent greater than the 

 
13Autor, et al., “An Evaluation of the Paycheck Protection Program Using Administrative Payroll 
Microdata,” July 22, 2020. †MIT Department of Economics  
14 Tracking PPP: Search Every Company Approved for Federal Loans, Pro Publica, July 7, 2020. 
Updated May 7, 2021. URL https://projects.propublica.org/coronavirus/bailouts/ 
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64,867 forecasted for FY 2020-2021 (Table 16). Under the high forecast, medical plan 
revenue is projected to be $22.9 million.  Dental plan average monthly enrollment is 
projected to be 5,606 members. 
At the low estimate, Covered California projects an average monthly enrollment of 
62,802 in FY 2021-2022, which would be 3.2 percent lower than the 64,867 forecasted 
for FY 2020-2021 (Table 16). Under the low forecast, medical plan revenue is projected 
to be $20.7 million. Dental plan average monthly enrollment is projected to be 5,577 
members. 

Table 15. 

Covered California for Small Business Enrollment Forecasts 
Medical Effectuated Enrollment 

(Average Monthly Enrollment) 
 

Scenario 
 

FY 2020-21 FY 2021-22 FY 2022-23 FY  2023-24 
High 

 
64,867 70,218 75,572 82,254 

Mid 
 

64,867 67,945 69,887 72,368 
Low 

 
64,867 62,802 58,656 57,819 

 

 

Table 16 

Covered California for Small Business Premium Growth 
Scenario  2021 2022 2023 2024 
High  2.0% 3.0% 5.0% 5.0% 
Mid  1.5% 2.0% 5.0% 5.0% 
Low  1.0% 1.0% 5.0% 5.0% 

 
 

Table 17 

Covered California for Small Business Mid Scenario Revenue 
  FY 2020-21 FY 2021-22  FY 2022-23 FY 2023-24 
Medical  $20,623,884  $22,009,514   $23,439,713  $25,486,246  
Dental  $101,442  $106,450   $114,266  $123,373  
COBRA  $113,119  $101,807   $91,627  $82,464  
Total  $20,838,445 $22,217,771  $23,645,605 $25,692,083 
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Total Revenue 
 

Table 18 

Assessment Fee Revenue 
 

Market  FY 2020-21 FY 2021-22 FY 2022-23 FY 2023-24 
On-Exchange 
Individual Market 

 

$355,213,567 $370,803,613 $401,340,989 $419,214,344 

Individual - Dental  $2,050,287 $2,059,172 $2,223,881 $2,279,329 

Covered California 
for Small Business 

 
$20,838,445 $22,217,771 $23,645,605 $25,692,083 

Total Assessment 
Fee Revenue 

 

$378,102,299 $395,080,556 $427,210,475 $447,185,756 
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VI. Multi-Year Projection: Fiscal Year 2021-22 to Fiscal Year 
2023-24 

Covered California’s multi-year financial plan projects revenue and expenditures for 
three years into the future, spanning FY 2021-22 through FY 2023-24. The multi-year 
financial plan allows executives, the board, and other stakeholders to see the 
implications of decisions made over time and consider a longer time horizon.  
This multi-year financial projection helps policymakers evaluate expenditure 
commitments, enrollment trends, and revenue trends. The multi-year financial plan also 
highlights anticipated fiscal risks and opportunities. The projection identifies significant 
known fiscal conditions and project future conditions. Finally, the multi-year projection is 
a strategic planning tool for fiscal sustainability.   
The multi-year financial projection is not a budget and does not include any proposed 
balancing solutions or modified service levels. Instead, it is a planning tool for 
discovering opportunities and challenges over a longer time horizon.  
Mid Financial Projection Detail 
The Mid forecast incorporates the impact of net increases in enrollment due to the 
ARPA enhanced federal subsidies and the recovering economy.  The Mid forecast 
assumes enrollment losses due to net outflows to employer sponsored insurance.  
However, these outflows are more than offset by additional enrollment resulting from 
ARPA’s enhanced subsidies.  In addition, it is assumed that there is a higher retention 
rate among the ARPA enrollees than historical experience.  Finally, it is assumed that 
ARPA is made permanent.   
Additionally, it reflects estimates of increases in the average premiums of 1 percent in 
2022, 5 percent in 2023, and 5 percent in 2024. Authorized permanent positions are 
assumed to remain at the FY 2021-22 budget total of 1,420 throughout the projection 
period. 
The Mid enrollment forecast assumes the assessment on individual market premiums to 
be 3.25 percent for 2022 and throughout the remainder of the projection period. 
Covered California for Small Business (CCSB) plan assessments are assumed to 
remain at a level of 5.2 percent of the premium for the duration of the forecast. The Mid 
projection reflects a $403.3 million proposed operating budget in FY 2021-22. Operating 
expenses for FY 2022-23 and FY 2023-24 would increase slightly, growing by a 
compound annual growth rate of 2.1 percent over the projection period. Operating 
expenses are forecast to be $411.8 million in FY 2022-23 and $420.6 million in FY 
2023-24.  Under the Mid forecast, individual medical plan average monthly enrollment is 
forecasted to be 1,663,421 in FY 2021-22, 1,746,682 in FY 2022-23, and 1,737,597 in 
FY 2023-24.  

Revenues and other income are projected to be lower than operating expenditures in 
FY 2021-22.  Covered California is projected to generate $399.6 million in 
revenue/other income and $403.3 million in operating expenses. This results in a 
projected net operating loss of $3.7 million.  Throughout the forecast period, Covered 
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California’s cash reserve is projected to fund at almost 10 months of budgeted 
operations (Table 19).   
 

Table 19 
 Mid 

Covered California  
Condensed Statement of Revenue, Expense, and Net Income/(Loss)  

For FY 2020-21, FY 2021-22, FY 2022-23, and FY 2023-24 
 

 
In FY 2022-23, revenues/other income are projected to rise to $429.7 million, while 
operating expenses rise to $411.8 million. Operating expenses reflect a baseline growth 
of roughly 2.1 percent15. In FY 2022-23 Covered California is projected to recognize net 
income of $17.9 million. Authorized positions are assumed to remain at the FY 2020-21 
budgeted level of 1,420. 
In FY 2023-24, revenues/other income are projected to rise to $450.2 million, while 
operating expenses are projected to increase modestly to $420.6 million, resulting in a 
projected net income of $29.6 million. The modest increase in operating expenses is 
associated with general inflation and increases in personnel expenses. Authorized 
positions are assumed to remain at the FY 2020-21 budget level of 1,420. 
Covered California is projected to end FY 2023-24 with a cash reserve totaling $352.9 
million, which would fund approximately 10.0 months of annual budgeted operations, 

 
15 The growth in operating expenses is less than the 2.5 percent, as adjustment were made for limiting 
the filling of vacant positions to only 75 percent of vacancies throughout the year.   

 FY 2021-22 
Proposed Budget 

 FY 2022-23  
Projected Outcome 
at 2.5% CPI Growth 

 FY 2023-24  
Projected 

Outcome at 2.5% 
CPI Growth 

Assessment Fee 3.25% 3.25% 3.25%
Projected Growth in Premiums 1.0% 5.0% 5.0%
Projected Average Monthly Eligibles 1,663,421                 1,746,682                1,737,597           
Projected Total Member Months Indiv. Market 19,961,054               20,960,189              20,851,159         
Projected Individual Market Fee PMPM 18.58$                      19.15$                     20.10$                

Individual Market Operating Revenues (Med. & Dental) 372,862,785$            403,564,870$          421,493,673$     
CCSB Operating Revenues 22,217,771$              23,645,605$            25,692,083$       
Other Income 4,500,000$               2,500,000$              3,000,000$         
Total Revenues 399,580,556$            429,710,475$          450,185,756$     
Total  Operating Expenses 403,321,177$            411,832,406$          420,556,414$     
Net Operating Income (Loss) (3,740,621)$              17,878,069$            29,629,342$       

End of Year Cash Reserve Balance 339,157,204$            340,362,595$          352,902,442$     
Months of Operations Funded With Cash Reserve 9.9                            9.7                           10.1                    
Months of Operations Funded Including Funding Cap. 
Projects 9.5                            9.3                           9.7                      
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while Covered California’s capital projects cash balance is projected to total $31.6 
million (Table 21)  

 
Table 20 

 Mid 
Covered California Cash Reserve Balance  

At June 30  

 
Table 21 

Mid 
Covered California Capital Projects Fund Balances 

 

 
Low Financial Projection Detail 
The low-enrollment forecast reflects the uncertainty associated with the economic 
recovery and the pandemic.  It assumes ARPA take-ups consistent with the more 
pessimistic Congressional Budget Office (CBO) forecast.  The CBO assumes that 
almost all of the take-up occurs in 2022 and is dampened by the temporary nature of 
the legislation.  It assumes that the economy will experience a robust recovery, and the 

 FY 2021-22 
Proposed Budget 

 FY 2022-23  
Projected 

Outcome at 2.5% 
CPI Growth 

 FY 2023-24  
Projected 

Outcome at 
2.5% CPI 
Growth 

Cash Reserve Balance Beginning of Year 359,163,852$            339,157,204$     340,362,595$    
Cash Increase / (Decrease) From Operations (3,740,621)$               17,878,069$       29,629,342$                 
Operations -$                           (16,672,678)$      (17,089,495)$     
Cash Reserve Transfer Out to Fund Capital Projects From Reserve 
Balance (16,266,027)$             -$                    -$                   
Cash Balance At End of Year 339,157,204$            340,362,595$     352,902,442$    

Months of Operations Funded With Cash Reserve 9.9                             9.7                      10.1                   

 FY 2021-22 
Proposed Budget 

 FY 2022-23  
Projected 

Outcome at 2.5% 
CPI Growth 

 FY 2023-24  
Projected 

Outcome at 
2.5% CPI 
Growth 

Capital Projects Fund Beginning Balance 55,642,781$              47,642,781$       39,642,781$      
Transfer-In From FY Operating Income/Cash Reserve 16,266,027$              16,672,678$       17,089,495$      
Total Capital Projects Funds Available 71,908,808$              64,315,459$       56,732,276$      
Capital Project Fund Expeditures for FY (24,266,027)$             (24,672,678)$      (25,089,495)$     
Ending Capital Projects Fund 47,642,781$              39,642,781$       31,642,781$      

Transfer - In From Cash Reserve Fund -$                           -$                    -$                   
Ending Capital Projects Fund After Transfers-In Cash Reserve 47,642,781$              39,642,781$       31,642,781$      
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enhanced federal subsidies will expire at the end of 2022.  A robust economic recovery 
would increase the outflows from Covered California into employee sponsored 
insurance (ESI).  While Covered California may recognize additional inflows from Medi-
Cal, as individuals recognize higher incomes, it is forecasted that exits to ESI would 
offset the gains. The low forecast assumes that average monthly enrollment falls to 
1,488,176 in the last FY of the projection period.  
This scenario includes increases in average premiums, including growth of 1 percent in 
2022, 5 percent in 2023, and 5 percent in 2024. The plan assessment rate is assumed 
to be 3.25 percent and remains at 3.25 percent throughout the projection period.  
Covered California for Small Business (CCSB) plan assessments are assumed to 
remain at a level of 5.2 percent of the premium for the duration of the forecast.  
Authorized positions are assumed to remain at the FY 2020-21 budget total of 1,420 
throughout the projection period.  
In the low financial projection scenario, the multi-year projection estimates total 
revenues/other income of $387.1 million in FY 2021-22, $393.3 million in FY 2022-23, 
and $389.5 million in FY 2023-24 (see Table 22. Low Covered California Condensed 
Statement of Revenue, Expense, and Net Income / (Loss) For FY 2021-22, FY 2022-23, 
FY 2023-24). 

Over the multi-year projection period under the low bound enrollment scenario —if there 
were no changes to the assessment fee or expenditures -—Covered California’s cash 
reserve is projected to drop from $359.2 million to $243.3 million. At $243.3 million, 
Covered California would be able to fund roughly 6.9 months of budgeted annual 
operations (see Table 24 Low Covered California Cash Budget and Cash Reserve 
Balance At June 30).  Under the low scenario, Covered California’s capital projects fund 
would end FY 2023-24 with a balance totaling $31.6 million.   

The low forecast presents a deteriorating financial condition, and Covered California 
would take deliberate actions to address these challenges before recognizing such 
significant impacts to its reserves and financial condition. First, Covered California 
monitors enrollment trends throughout the fiscal year. Using a rolling forecast, Covered 
California projects revenue trends as the enrollment data becomes available. This 
provides monthly feedback to allow course corrections. If enrollment levels fall below 
Mid levels, Covered California would consider reducing operating expenses and /or 
modifying its assessment fee.  These decisions and specific interventions would be 
influenced by the projected future fiscal condition, taking into. consideration future 
trends in premium growth, possible enrollment changes, and Covered California’s 
projected overall financial condition relative to risk. 
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Table 22 
Low  

Covered California  
Condensed Statement of Revenue, Expense, and Net Income/(Loss)  

For FY 2019-20, FY 2020-21, FY 2021-22, and FY 2022-23 
 

Table 23 
Low 

Covered California Cash Reserve Balance  
At June 30  

 

 FY 2021-22 
Proposed Budget 

 FY 2022-23  
Projected Outcome 
at 2.5% CPI Growth 

 FY 2023-24  
Projected Outcome 
at 2.5% CPI Growth 

Assessment Fee 3.25% 3.25% 3.25%
Projected Growth in Premiums 1.0% 5.0% 5.0%
Projected Average Monthly Eligibles 1,608,104                1,589,810                1,488,176                
Projected Total Member Months Indiv. Market 19,297,249              19,077,720              17,858,117              

Projected Individual Market Fee PMPM 18.58$                     19.15$                     20.10$                     

Individual Market Operating Revenues (Med. & Dental) 360,375,184$          367,136,954$          360,831,159$          
CCSB Operating Revenues 22,217,771$            23,645,605$            25,692,083$            
Other Income 4,500,000$              2,500,000$              3,000,000$              
Total Revenues 387,092,955$          393,282,559$          389,523,242$          
Total Operating Expenses 403,321,177$          411,832,406$          420,556,414$          
Net Operating Income (Loss) (16,228,222)$           (18,549,847)$           (31,033,172)$           

End of Year Cash Reserve Balance 326,669,603$          291,447,077$          243,324,410$          
Months of Operations Funded With Cash Reserve 9.5                           8.3                           6.9                           
Months of Operations Funded Including Funding Cap. 
Projects 9.2                           8.0                           6.7                           

 FY 2021-22 
Proposed 

Budget 

 FY 2022-23  
Projected 

Outcome at 
2.5% CPI 
Growth 

 FY 2023-24  
Projected 

Outcome at 
2.5% CPI 
Growth 

Cash Reserve Balance Beginning of Year 359,163,852$    326,669,603$    291,447,077$    
Cash Increase / (Decrease) From Operations (16,228,222)$     (18,549,847)$     (31,033,172)$     
Cash Reserve Transfer-Out to Fund Capital Project From 
Current Yr Operations -$                   -$                   -$                   
Cash Reserve Transfer-Out to Fund Capital Projects From 
Reserve Balance (16,266,027)$     (16,672,678)$     (17,089,495)$     
Cash Balance At End of Year 326,669,603$    291,447,077$    243,324,410$    

Months of Operations Funded With Cash Reserve 9.5                          8.3                          6.9$                        
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Table 24 
Low 

Covered California Capital Projects Fund Balances 
 

 

High Financial Projection Detail 
The high-enrollment forecast assumes a slow economic recovery, with job growth 
slowly coming back.  In turn, individuals will not transition to ESI coverage as quickly as 
in the robust recovery scenario.  Further, the high enrollment forecast assumes that the 
ARPA enhanced subsidies are made permanent, and also that enhanced federal 
subsidies will result in a higher take-up among eligible individuals than the Mid forecast.   
The high scenario includes increases in average premiums, including growth in gross 
premiums of 1 percent in 2022, 5 percent in 2023, and 5 percent in 2024.  
The plan assessment rate is assumed to be 3.25 percent throughout the projection 
period. Covered California for Small Business (CCSB) plan assessments are assumed 
to remain at a level of 5.2 percent of the premium for the duration of the forecast.  
Authorized permanent positions are assumed to remain at the FY 2021-22 budget total 
of 1,420 throughout the projection period.  
The high scenario projects significant enrollment gains and an average monthly 
enrollment in FY 2021-22 of 1,849,636, 2,037,942 in FY 2022-23, and 2,053,015 in FY 
2023-24. Under the high enrollment and financial projection scenario, the multi-year 
projection estimates assessment revenues/other income of $441.4 million in FY 2021-
22, $497.1 million in FY 2022-23, and $526.7 million in FY 2023-24 (see Table 25 High 
Covered California Condensed Statement of Revenue, Expense, and Net 
Income/(Loss) For FY 2021-22, FY 2022-23, and FY 2023-24).  
 
Under the high forecast, Covered California is projected to recognize an increase in its 
overall net position for fiscal years 2021-22, 2022-23, and 2023-24 of $38.1 million, 
$85.2 million, and $106.1 million, respectively. Covered California’s cash reserves 
would fund 11.1 months of annual budgeted operations in FY 2021-22, 12.8 months in 
FY 2022-23, and 15.4 months in FY 2023-24 (see Table 27. High Covered California 
Cash Budget and Cash Reserve Balance at June 30).   
 

 FY 2021-22 
Proposed 

Budget 

 FY 2022-23  
Projected 

Outcome at 
2.5% CPI 
Growth 

 FY 2023-24  
Projected 

Outcome at 
2.5% CPI 
Growth 

Capital Projects Fund Beginning Balance 55,642,781$      47,642,781$      39,642,781$      
Transfer-In From FY Operating Income/Cash Reserve 16,266,027$      16,672,678$      17,089,495$      
Total Capital Projects Funds Available 71,908,808$      64,315,459$      56,732,276$      
Capital Project Fund Expeditures for FY (24,266,027)$     (24,672,678)$     (25,089,495)$     
Ending Capital Projects Fund 47,642,781$      39,642,781$      31,642,781$      
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Covered California’s cash position would be greatly enhanced under the high forecast. If 
Covered California experienced enrollment levels reflected in the high forecast, it would 
assess its financial position and make decisions that may affect both its revenues and 
expenditures. It is likely additional expenses associated with the large enrollment 
increases would materialize. Also, given the increased revenue, a reduction of the 
assessment fee would be considered.  

 
Table 25 

High 
Covered California  

Condensed Statement of Revenue, Expense, and Net Income/(Loss) 
For FY 2019-20, FY 2020-21, FY 2021-22, and FY 2022-23 

 

 
  

 FY 2021-22 
Proposed Budget 

 FY 2022-23  
Projected Outcome 
at 2.5% CPI Growth 

 FY 2023-24  
Projected Outcome 
at 2.5% CPI Growth 

Assessment Fee 3.25% 3.25% 3.25%
Projected Growth in Premiums 1.0% 5.0% 5.0%
Projected Average Monthly Eligibles 1,849,636                2,037,942                2,053,015                
Projected Total Member Months Indiv. Market 22,195,631              24,455,305              24,636,180              

Projected Individual Market Fee PMPM 18.58$                     19.15$                     20.10$                     

Individual Market Operating Revenues (Med. & Dental) 414,644,962$          470,873,036$          498,012,798$          
CCSB Operating Revenues 22,217,771$            23,645,605$            25,692,083$            
Other Income 4,500,000$              2,500,000$              3,000,000$              
Total Revenues 441,362,733$          497,018,641$          526,704,881$          
Total Operating Expenses 403,321,177$          411,832,406$          420,556,414$          
Net Operating Income (Loss) 38,041,556$            85,186,235$            106,148,467$          

End of Year Cash Reserve Balance 380,939,381$          449,452,939$          538,511,911$          
Months of Operations Funded With Cash Reserve 11.1                         12.8                         15.4                         
Months of Operations Funded Including Funding Cap. 
Projects 10.7                         12.3                         14.8                         
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Table 26 

High 
Covered California Cash Reserve Balance  

At June 30 

 
 

 
Table 27 

High 
Covered California Capital Projects Fund Balances  

 
  

 FY 2021-22 
Proposed 

Budget 

 FY 2022-23  
Projected 

Outcome at 
2.5% CPI 
Growth 

 FY 2023-24  
Projected 

Outcome at 
2.5% CPI 
Growth 

Cash Reserve Balance Beginning of Year 359,163,852$    380,939,381$    449,452,939$    
Cash Increase / (Decrease) From Operations 38,041,556$      85,186,235$      106,148,467$    
Cash Reserve Transfer Out to Fund Capital Project From 
Current Yr Operations (16,266,027)$     (16,672,678)$     (17,089,495)$     
Cash Reserve Transfer Out to Fund Capital Projects From 
Reserve Balance -$                   -$                   -$                   
Cash Balance At End of Year 380,939,381$    449,452,939$    538,511,911$    

Months of Operations Funded With Cash Reserve 11.1                   12.8                   15.4$                 

 FY 2021-22 
Proposed 

Budget 

 FY 2022-23  
Projected 

Outcome at 
2.5% CPI 
Growth 

 FY 2023-24  
Projected 

Outcome at 
2.5% CPI 
Growth 

Capital Projects Fund Beginning Balance 55,642,781$      47,642,781$      39,642,781$      
Transfer-In From FY Operating Income/Cash Reserve 16,266,027$      16,672,678$      17,089,495$      
Total Capital Projects Funds Available 71,908,808$      64,315,459$      56,732,276$      
Capital Project Fund Expeditures for FY 24,266,027$      24,672,678$      25,089,495$      
Ending Capital Projects Fund Before 47,642,781$      39,642,781$      31,642,781$      
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Appendix:  Vision, Strategic Priorities and Detailed Program 
Accomplishments in FY 2019-20  
Covered California’s mission is to improve health care quality, lower costs and reduce 
health disparities through an innovative, competitive marketplace that empowers 
consumers to choose the health plan and providers that give them the best value. The 
broader context for that mission is a vision adopted by the Board of Directors for 
Covered California to improve the health of all Californians by assuring their access to 
affordable, high-quality care.  
Covered California’s annual budget reflects on how the organization addresses five key 
strategic priorities. The budget is built on a comprehensive planning process, which is 
governed by the strategic priorities that help guide the organization’s allocation of 
resources. Covered California’s strategic priorities were designed by the agency’s 
management team and reviewed by the board to assist the organization while making 
decisions, setting priorities, determining initiatives, and preparing annual budgets.  

Covered California Strategic Priorities and Cross-Cutting Initiatives 

 
The strategic priorities and how those strategies are broadly addressed are:   

• Affordable Plans: Consumers purchase and keep Covered California products 
based on their understanding of how their coverage is a good value for them. 
The Affordable Plans strategic priority is reflected in Covered California as such: 

o Actively negotiating rates and benefits with health plans to provide 
consumers with the best value. 
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o Investing in marketing and outreach to promote the value of coverage and 
maintain a healthy risk mix. 

o Offering patient-centered benefit designs to make care more affordable by 
increasing a consumer’s understanding of benefits that maximize access 
to appropriate care. 

• Staying Healthy and Getting Needed Care: Consumers receive the right care 
at the right time.  

o Working with all contracted qualified health plan issuers, in every corner of 
the state, to ensure consumers have ready access to doctors, hospitals 
and care.  

o Holding health insurance companies accountable for improving the care 
delivered, addressing disparities of care, and moving to a patient-centered 
system that rewards quality and value, rather than being rewarded for 
quantity only. 

• Effective Outreach and Education: Consumers understand what we offer and 
have a positive attitude about Covered California 

o Making significant investments in marketing and outreach to motivate 
consumers to enroll and maintain their insurance coverage. 

o Educating and supporting Covered California’s 20,000 sales partners in 
order to promote enrollment and increase the number of insured 
Californians.  

• Positive Consumer Experience: Consumers have a positive experience from 
initial enrollment to keeping their coverage. 

o Continuously surveying consumers and testing messages and materials to 
be sure complex health insurance and coverage issues are clearly 
communicated. 

o Operating and staffing service centers and working with 20,000 Certified 
Insurance Agents, enrollers, and Navigators to assist consumers in a 
variety of languages. 

o Establishing an Ombud’s Office and support for consumers seeking 
resolution of problems to have issues addressed at the lowest possible 
level. 

• Organizational Excellence: Covered California has the right tools, processes, 
and resources to support its team to deliver on its mission. 

o Operating as a fiscally sound, nimble enterprise that responds quickly to 
the changing environment in health care.  

o Supporting its staff with training, tools, automation, and opportunities for 
growth and working across divisions.  

These five pillars are supported and complemented by the following cross-cutting 
initiatives: 
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• Innovating for the long term and being nimble in the present. 
o Consumer journey mapping will inform efforts to continue to build 

consumer trust and loyalty, increase consumer growth and retention, 
elevate Covered California’s brand, and facilitate a transparent and 
aligned model of operational excellence. 

o A consolidated enterprise information technology backup and disaster 
recovery solution will be easier to manage and meet business continuity 
objectives in the event of a disaster.  

• Using Covered California’s experience to inform policy in California and 
nationally. 

o Covered California has worked with stakeholders and economists to 
develop options to improve affordability for low- and middle-income 
consumers and increase the number of people insured in the state. 
Covered California will build on the work reflected in the report “Options to 
Improve Affordability in California’s Individual Health Insurance Market” to 
examine how consumers would benefit from different approaches, as well 
as the costs required and their impact on the individual market. 

o Covered California actively seeks opportunities to contribute to the policy-
making discussions in California and Washington D.C. by sharing our 
experiences and analysis of how policy issues could affect the individual 
market and health care costs and quality more broadly.  

o Covered California learns from and shares its experiences with other 
state-based marketplaces, academic institutions, and private and public 
partners to practice evidence-based policy development.  

• Working in partnership with others to promote changes in care delivery 
that benefit all Californians. 

o Expanding program oversight of quality standards and increasing 
engagement with health plans to develop programs that will improve the 
delivery and quality of health care to our consumers. 

o Covered California has interviewed national and state purchasers to 
consider how its contractual expectations of health plans can be aligned 
with others to promote more rapid and targeted changes in the delivery 
system to foster quality improvement and cost reductions. 

 

 

https://hbex.coveredca.com/data-research/library/CoveredCA_Options_To_Improve_Affordability.pdf
https://hbex.coveredca.com/data-research/library/CoveredCA_Options_To_Improve_Affordability.pdf
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