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SENATE THIRD READING
SB 62 (Menjivar)

As Amended July 1, 2025
Majority vote

SUMMARY

Requires, beginning January 1, 2027, if the United States Department of Health and Human
Services (HHS) approves a new essential health benefits (EHBs) benchmark plan for the State of
California (state) pursuant to the submission by the state, the existing EHB benchmark plan for
health care service plans (health plans) to additionally include coverage for hearing aids, durable
medical equipment (DME), and infertility benefits, as specified.

COMMENTS

Patient Protection and Affordable Care Act (ACA) & EHBs. Signed into law by President
Obama in 2010, the ACA marked a significant overhaul of the U.S. health care system. The
ACA established EHBs, which are ten categories of services that plans are required to cover: (1)
ambulatory patient services (outpatient care); (2) emergency services; (3) hospitalization; (4)
maternity and newborn care; (5) mental health and substance use disorder services, including
behavioral health treatment; (6) prescription drugs; (7) rehabilitative and habilitative services and
devices; (8) laboratory services; (9) preventive and wellness services and chronic disease
management; and, (10) pediatric services, including dental and vision care. Individual and small
group health plans have to cover the ten EHBs, and while large group and self-insured plans are
not required to cover EHBs, if they do cover any EHB category, they must comply with the
ACA's ban on annual and lifetime dollar limits for EHBs.

Federal rules outline health insurance standards related to the coverage of EHBs and the
determination of actuarial value (AV) — (which represents the share of health care expenses the
plan covers for a typical group of enrollees), while providing significant flexibility to states to
shape how EHBs are defined. Taken together, EHBs and AV significantly increase consumers'
ability to compare and make an informed choice about health plans.

California's initial EHB benchmark plan selection process. HHS defines EHBs based on state-
specific EHB benchmark plans and gives each state the authority to choose its "benchmark" plan.
California chose the Kaiser Foundation Health Plan Small Group HMO 30 plan in 2012, and last
reviewed it in 2015.

Updating EHBs. HHS issued final rules in 2018 and 2019, which provided flexibility for states
by allowing three new options for the EHB benchmark plan, in addition to the option of retaining
the current EHB benchmark plan. Beginning with the 2020 plan year, states could: (1) select an
EHB benchmark plan used by another state for the 2017 plan year; (2) replace one or more of the
ten EHB categories in the state's EHB benchmark plan with the same category or categories of
EHBs from another state's 2017 EHB benchmark plan; or, (3) otherwise select a set of benefits
that would become the state's EHB benchmark plan. At a minimum, the EHB benchmark plan
must provide a scope of benefits equal to or greater than a typical employer plan. Furthermore, a
new "generosity test" required that EHBs not exceed the generosity of the most generous among
the set of ten previous 2017 benchmark comparison plan options. According to the Centers for
Medicare & Medicaid Services (CMS) website, for plan years between 2020 and 2025, nine
states updated their EHB benchmark plans.
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In April of 2024, new rules were finalized for EHB benchmark updates through the HHS Notice
of Benefit and Payment Parameters for 2025. For plan years beginning on or after January 1,
2026, the federal government approved three revisions to the standards for state selection of
EHB-benchmark plans to address long-standing requests from states to improve, and reduce the
burden of, the EHB benchmark plan update process. First, states are allowed to consolidate the
options for changing EHB benchmark plans, meaning a state may select a set of benefits that
would become the state's EHB benchmark plan. Second, the generosity standard was removed
and a revised typicality standard was introduced. Under this typicality standard a state's new
EHB benchmark plan must demonstrate that it provides a scope of benefits that is equal to the
scope of benefits of a typical employer plan in the state. The scope of benefits of a typical
employer plan in the state would be defined as any scope of benefits that is as or more generous
than the scope of benefits in the state's least generous typical employer plan, and as or less
generous than the scope of benefits in the state's most generous typical employer plan. Third, the
requirement for states to submit a formulary drug list as part of their documentation to change
EHB-benchmark plans unless the state changes its prescription drug EHBs was removed.

California's process. On June 27, 2024, Department of Managed Health Care (DMHC) held a
public meeting to discuss California's EHBs and the process for updating the benchmark plan. At
that meeting, DMHC shared the timeline and introduced consultants who explained the federal
rules and recently approved and proposed EHB benchmark changes from other states. A second
stakeholder meeting was held on January 28, 2025. At this meeting, the Wakely Consulting
Group (Wakely) presented an actuarial analysis that identified the benefit allowance and
potential options and prices for a proposed benchmark plan. Through a typicality test following
current CMS standards, Wakely determined that California's proposed benchmark plan can
impact benefit costs (which is what the plan pays for the service plus member cost share) that
range between 1.06% to 2.23%. This means that the value of the benefit additions cannot exceed
2.23%. Wakely further estimated the pricing of a suite of proposed benefits that potentially could
be added, including hearing aids, DME, wigs, chiropractic, infertility, and adult dental.
Altogether the cost of these benefits, with the exception of adult dental would add 1.63% to
3.48% cost. These benefits exceed the allowed cost impact range by 0.57% to 1.25%. This meant
choices had to be made to narrow the set of proposed benefits to be covered. A joint legislative
hearing was held on February 11, 2025 to provide the Assembly and Senate Health Committees
with information about the analysis and options that may be considered for updating the EHB
benchmark plan.

On March 28, 2025, DMHC announced California's intent to submit a proposal to the federal
government to add three new benefits to the state's EHB benchmark plan: hearing aids, durable
medical equipment, and infertility treatment. DMHC submitted an application to CMS on
Monday, May 5, 2025, on behalf of the state to update California's benchmark plan. If the
proposed EHB benchmark is approved by CMS, legislation to codify the new benchmark plan
will be necessary for it to go into effect for the January 1, 2027 plan year. This bill and AB 224
(Bonta) were introduced to codify any benchmark changes that may come out of this process.
Recent amendments to these plans have SB 62 implementing the health plan provisions in the
Health and Safety Code, and AB 224 amending the health insurance provisions in the Insurance
Code.

Cost impacts to patients. It should be noted that premiums may increase as a result of setting a
new benchmark plan. Individuals who are eligible for premium subsidies may be shielded from
premium increases, but those not eligible for subsidies will feel the full impact of any premium
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increase. Covered California announced individual insurance market rates for the 2025 coverage
year indicating the preliminary statewide weighted average rate change for the 2025 coverage
year is 7.9%. Northern and Central valley regions are seeing higher premium increases and the
Monterey, San Benito and Santa Cruz county region are seeing the highest average increase at
15.7%. The region with the lowest average increase is San Bernardino and Riverside with 5.3%.
San Francisco and Bay Area regions, Los Angeles and San Diego are seeing average premium
increases in the 7 to 8% range. Orange County is seeing an average premium increase of 9.6%.

ACA subsidies. The ACA also provides federal subsidies for those who qualify, referred to as
Advanced Premium Tax Credits (APTCs), to help offset the costs to purchase individual market
health insurance purchased through federal or state marketplaces (or health benefit exchanges).
According to Covered California, the state's health benefit exchange, in June of 2024,
approximately 1.5 million Californians received an average of $519 per member per month in
APTC:s (this translates to $9.7 billion on an annualized basis). Approximately 19% comes from
the federal Inflation Reduction Act enhanced subsidies, which are set to expire at the end of
2025. For 2024, these enhanced APTCs were roughly $1.8 billion.

Defrayal of mandate costs. Under the ACA, if states require plans to cover services beyond those
defined as EHBs in law, states must pay the costs of those benefits, either by paying the enrollee
directly or by paying the qualified health plan (offered through Covered California). States
adopting a new benchmark plan or revising the existing plan will not result in triggering defrayal.

According to the Author

Gaps have been identified in coverage in California's EHB benchmark plan for health insurance
under the Affordable Care Act. For example, the existing benchmark excludes coverage for
hearing aids, some medically necessary durable medical equipment and infertility treatment.
California's benchmark plan can be updated to expand benefits to cover these needed services
and treatment. After a stakeholder process held by the DMHC, which included an actuarial report
comparing California's EHB to the most generous typical employer health plan, California
decided to keep the current benchmark plan but add coverage for hearing aids, additional durable
medical equipment, and infertility diagnosis and treatment. This bill is needed to update
California's EHB law to incorporate these changes.

Arguments in Support

The Western Center on Law and Poverty (WCLP) supports this bill, stating that the current
benchmark creates a significant gap in services due to its lack of coverage for DME. WCLP
continues that as a result, many Californians do not have access to the wheelchairs, hearing aids,
oxygen equipment or other DME that they need because private health plans in California's
individual and small group markets regularly exclude or limit coverage of this equipment. WCLP
notes that without adequate coverage, people go without medically necessary devices, obtain
inferior ones that put their health and safety at risk, or turn to publicly-funded health care
programs for help.

SEIU California supports this bill, citing the inclusion of infertility services as an EHB. SEIU
California argues that this bill moves our health care delivery system forward for those seeking
to start or grow their family. SEIU California notes that with seven out of 10 of their members
identifying as women and 60% as women of color, this bill is personal for many. SEIU
California continues, that for their members, like the physician residents and interns in SEIU
Committee of Interns and Residents, who may train and study for decades before being
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financially stable to consider a family, this bill is particularly important. SEIU states that with
one in four physicians with wombs experiencing infertility, this allows them the reassurance that
they can fulfill their professional vision while honoring their personal family vision, too.

Arguments in Opposition

The Center for Bioethics and Culture Network (CBCN), writes in opposition that, while
supporting individuals facing infertility is a worthy goal, this bill conflates elective reproductive
technologies with medically necessary care, and in doing so, raises serious ethical, medical, and
financial concerns, particularly because restorative reproductive medicine has similar outcomes
with far less health risks, financial burden, or ethical implications. CBCN argues this bill goes
well beyond the current requirements of a recently enacted law which mandates coverage of up
to three in vitro fertilization (IVF) cycles and unlimited embryo transfers for large group plans.
CBCN argues these provisions lack fiscal transparency, with no commitment from the state to
subsidize the increased cost, and this creates the real risk of premium hikes, particularly
burdening small businesses and individuals. CBCN also argues mandating coverage for
procedures that expose women—often financially vulnerable—to such risks raises profound
bioethical concerns. Finally, CBCN argues this bill fails to incorporate any meaningful bioethical
review or public oversight mechanisms, and this lack of accountability is unacceptable for
legislation with such far-reaching implications. CBCN concludes that this bill should include
safeguards to limit coverage to medically necessary interventions, to create an independent
multidisciplinary board to review reproductive health policy changes, to study the short- and
long-term health outcomes of surrogate mothers, egg donors, and children conceived via assisted
reproductive technology (ART), and to ensure that premium and actuarial projections account for
the significant costs of repeat IVF, neonatal intensive care unit (NICU) care, and high-risk
pregnancies.

FISCAL COMMENTS

According to the Assembly Appropriations Act, the Department of Managed Health Care (DMHC)
anticipates minor and absorbable costs.

VOTES

SENATE FLOOR: 39-0-1

YES: Allen, Alvarado-Gil, Archuleta, Arreguin, Ashby, Becker, Blakespear, Cabaldon,
Caballero, Cervantes, Choi, Cortese, Dahle, Durazo, Gonzalez, Grayson, Grove, Hurtado, Jones,
Laird, Limon, McGuire, McNerney, Menjivar, Niello, Ochoa Bogh, Padilla, Pérez, Richardson,
Rubio, Seyarto, Smallwood-Cuevas, Stern, Strickland, Umberg, Valladares, Wahab, Weber
Pierson, Wiener

ABS, ABST OR NV: Reyes

ASM HEALTH: 16-0-0
YES: Bonta, Chen, Addis, Aguiar-Curry, Caloza, Carrillo, Flora, Mark Gonzélez, Krell, Patel,
Patterson, Celeste Rodriguez, Sanchez, Schiavo, Sharp-Collins, Stefani

ASM APPROPRIATIONS: 15-0-0
YES: Wicks, Arambula, Calderon, Caloza, Dixon, Elhawary, Fong, Mark Gonzalez, Hart,
Pacheco, Pellerin, Jeff Gonzalez, Solache, Ta, Tangipa
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