
AB 1130 
 Page  1 

Date of Hearing:  April 28, 2021 

ASSEMBLY COMMITTEE ON APPROPRIATIONS 

Lorena Gonzalez, Chair 
AB 1130 (Wood) – As Amended April 13, 2021 

Policy Committee: Health    Vote: 12 - 0 

Urgency:  No State Mandated Local Program:  No Reimbursable:  No 

SUMMARY: 

This bill creates an Office of Health Care Affordability in the Office of Statewide Health 
Planning and Development (OSHPD) with broad authority to collect and report on health care 
data, to monitor health care spending trends and to establish and enforce health care cost targets.  

It also establishes a nine-member Health Care Affordability Advisory Board comprised of 
gubernatorial and legislative appointees to advise the Office on its activities.  

This bill contains a number of timelines and organizational details related to the Office and the 
Board, including the applicability of open meeting law, conflict of interest provisions, regular 
public meetings and annual reporting requirements.  It allows the office to enter into exclusive or 

nonexclusive contracts on a bid or negotiated basis, exempts contracts from approval by 
Department of General Services and, until January 1, 2027, allows any necessary implementing 

regulations to be adopted as emergency regulations. 

This bill establishes the duties of the office as follows:  

1) Collect, analyze and report on health care spending and factors contributing to health care 

cost growth. 
 

2) Establish a statewide health care cost target for total and per capita health care spending and 
specific targets by health care sector, including payer, provider, insurance market or line of 
business, as well as by geographic region. 

 
3) Enforce cost targets through progressive enforcement, including technical assistance, public 

disclosure of failure to meet targets, corrective action plans and administrative penalties. 
 

4) Promote, measure, and publicly report performance on quality and health equity through the 

adoption of a priority set of standard quality and equity measures for assessing health care 
service plans, health insurers, hospitals, and physician organizations, with consideration for 

minimizing administrative burden and duplication. 
 
5) Measure and promote the adoption of alternative payment models and investments in primary 

care and behavioral health. 
 

6) Monitor the impact of cost targets on the health care workforce and develop standards to 
advance the stability of the health care workforce. 
 

7) Disseminate best practices from entities that comply with the cost target. 
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8) Address consolidation, market power, and other market failures through cost and market 
impact reviews of mergers, acquisitions, or corporate affiliations involving health plans, 

health insurers, hospitals, physician organizations, pharmacy benefit managers and other 
health care entities. 

FISCAL EFFECT: 

1) Office. The Governor’s Budget contains a budget change proposal (BCP) to create the Office 
of Health Care Affordability within OSHPD.  The BCP also includes proposed 

organizational charts for the new functions.  The accompanying trailer bill language is 
similar to this bill and is identical to the February 18, 2021, version of this bill, as introduced.   

The BCP requests 58 positions and $11.2 million in 2021-22, 106 positions and $24.5 million 

in 2022-23 and 123 positions and $27.3 million in 2023-24 and annually thereafter from the 
California Health Data and Planning Fund to establish the office.   

2) Effect on state health care costs . If the office is successful in slowing long-term cost growth 
trends, there may be reductions, of an uncertain amount, in long-term growth trends in state 
health care costs paid on behalf of current and retired employees, through the Medi-Cal 

program and in the health care delivery systems operated by the state, including the 
Department of State Hospitals and California Department of Corrections and Rehabilitation. 

If this occurred, local governments and school districts would also benefit from reductions in 
costs on behalf of current and retired employees and in the cost of direct health care delivery.  
The potential for dramatic cost reductions is limited, however, because to retain an adequate 

provider workforce, California's provider payments would need to be competitive.  
Nevertheless, even very modest reductions in projected cost growth on a base as large as 

public health care spending in the state would be a substantial sum.   

3) Data-sharing costs to other state departments . Costs of an unknown amount for data-
sharing to the Department of Managed Health Care, California Department of Insurance, 

Labor and Workforce Development Agency, Business, Consumer Services, and Housing 
Agency and health profession licensing boards within the Department of Consumer Affairs 

(various special funds). 

COMMENTS: 

1) Purpose. According to the author, health care spending is growing faster than wages and 

consumers are increasingly having difficulty affording health care premiums and out-of-
pocket expenses.  Through a rational analysis of health care spending and the establishment 

of reasonable cost targets, the office will help ensure the sustainability of our health care 
system and combat the increasing trend of unaffordability for consumers.   

2) Background. According to the Commonwealth Fund, the United States spends far more on 

health care than other high-income countries.  The California Health Care Foundation notes 
hospital care accounts for the largest source of healthcare spending (36%); followed by 

physician and clinical services (26%); prescription drugs (13%); and, nursing home care 
(5%).  Health care cost growth is a large and growing problem for employers, government 
entities, and individuals.  Since year-over-year cost growth exceeds growth in GDP, health 

care generally has represented a larger and larger share of GDP.   
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3) OSHPD BCP.  As aforementioned, in the 2021-22 Governor’s Budget, the Governor 
proposed the creation of an Office of Health Care Affordability. A similar proposal was 

introduced in 2020 through the 2020-21 Governor’s Budget and through AB 2817 (Wood) 
but was not pursued due to demands of the COVID-19 pandemic. 

According to the narrative accompanying the BCP, a handful of states – Massachusetts, 

Rhode Island, Delaware, and Oregon – have implemented health care cost targets, using 
transparency-based, public reporting to reduce cost growth and data analytics to inform cost 

containment efforts.  

Massachusetts, for instance, created a health care cost benchmark based on the growth rate of 
the state’s economy.  The Massachusetts Health Policy Commission monitors cost trends for 

the state as a whole, including spending by payer and service, as well as for specific health 
care entities. This bill will create a similar program for California with the ability to enforce 

compliance with a cost target. 

4) Support. This bill is supported by the Purchaser Business Group on Health, Small Business 
Majority, Blue Shield of California, California Labor Federation, Health Access California 

and consumer and immigrant advocacy groups.  Supporters write that Californians are being 
crushed by the high cost of health care, and the office provides a realistic and practical 

approach to tackling this complex issue. 
 

5) Oppose Unless Amended. Kaiser Permanente opposes this bill unless amended to address 

issues including a lack of recognition of the value and structure of integrated delivery 
systems, reporting of provider group financial statements to the office, a desire for 

meaningful inclusion of pharmaceuticals, transparency and process concerns and concerns 
about the exemption of some providers. California Hospital Association is also opposed 
unless amended, seeking to address concerns related to timelines, consistency of definitions, 

enforcement, potential for unintended consequences and accounting for Medi-Cal and 
Medicare. Association of California Healthcare Districts expresses similar concerns about 

unintended consequences of reducing health care services, especially in those areas where 
access to care is already a challenge. 
 

6) Prior Legislation. AB 80 (Committee on Budget), Chapter 12, Statutes of 2020, provided 
OSHPD the authority to establish the Health Care Payments Database (HPD), often referred 

to as an All Payer Claims Database. 
 

SB 977 (Monning), of 2019-20 Legislative Session, would have provided the Attorney 

General (AG) additional authority to review and approve proposed acquisitions of health care 
facilities and practices by health care systems, hedge funds or private equity groups and 

required the AG to study health care markets and provide recommendations.  
 
AB 595 (Wood), Chapter 292, Statutes of 2018, requires prior approval by the Department of 

Managed Health Care for health plan mergers and acquisitions.  
 

SB 17 (Hernandez), Chapter 603, Statutes of 2017, established disclosure on prescription 
drug spending, prior notification for prescription drug price increases that meet a certain 
threshold and reporting to the state on prescription drug price information. 
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AB 3087 (Kalra), of the 2017-18 Legislative Session, would have established the Health 
Care Cost, Quality, and Equity Commission to, among other functions, control in-state health 

care costs by regulating payment by health plans, hospitals, physicians, physician groups, and 
other healthcare providers.  AB 3087 was held on the Suspense File of this committee. 

 

Analysis Prepared by: Lisa Murawski / APPR. / (916) 319-2081


