Week of January 7, 2019

State Issues
Governor Newsom:
Health Care Actions
and Budget
Proposal

On Monday, Gavin Newsom was sworn in as California Governor, and immediately took action signing two executive
orders and issuing one letter regarding health care – see attached. He signed executive orders to create a state Surgeon
General and facilitate state consolidation of the purchase of drugs. He sent a letter to President Trump and
Congressional leaders and is reported to be working with Congressman Ro Khanna to develop a new Medicaid waiver
to allow for more innovation in the program to help facilitate the state’s movement to a single payer health care
system.
And on Thursday, Governor Gavin Newsom presented his first state budget proposal for FY 2019-20. Attached is a brief
budget overview and highlights of the global health proposals. More details will be forthcoming from our exploratory
efforts in the days to come, as well as Budget Subcommittee hearings that are set to begin in the next few weeks.
For more information please contact Lori Dangberg at 1215 K Street, Suite 2000 § Sacramento, CA 95814
Direct line: 916.552.2633 or fax: 916.552.7652 § e-mail: ldangberg@thealliance.net

FOR IMMEDIATE RELEASE:
Monday, January 7, 2019

Contact: Governor's Press Office
(916) 445-4571

IN FIRST ACT AS GOVERNOR, GAVIN NEWSOM TAKES
ON COST OF PRESCRIPTION DRUGS & FIGHTS FOR
HEALTH CARE FOR ALL
Governor Newsom signs first-in-the-nation executive order to create the largest single
purchaser for prescription drugs and allow private employers to join the state in
negotiating drug prices
Governor Newsom's first budget proposes that California move closer to health care for
all by becoming the only state in the country to provide coverage to young
undocumented adults through Medi-Cal
Under Governor Newsom’s proposal, California would be the first state to expand the
Affordable Care Act’s financial assistance to middle-income families, helping them
afford health care premiums
In letter to Congress and White House, Governor Newsom calls for federal legislative
changes to allow states to innovate within their health care system -- including creating
paths to single-payer
Governor Newsom also signs an executive order to create a California Surgeon General
SACRAMENTO -- In his first act as California's 40th Governor, Governor Gavin Newsom
announced a series of major, first-in-the-nation executive actions and budget proposals
to lower prescription drug and health care costs for all California families and move
California closer to the goal of health care for all.

Governor Newsom's health care proposals are a central pillar of his broader "California
for All" agenda. As he laid out in his inaugural speech, the Governor believes that the
California Dream should be accessible to everyone -- not just a privileged few. Over his
first year in office, he will work with the Legislature and all levels of government to find
bold and innovative solutions to confront the cost and affordability crisis that California
families are facing.
The rising costs of health care and prescription drugs are chief among those concerns,
as California families continue to struggle with rising health care costs. Those buying on
the individual market will see an average 9 percent rise in health care costs this year,
according to Covered California. American families have seen their prescription drug
costs nearly double since the year 2000, according to the Kaiser Family Foundation,
and prescription drug pricing is one of the largest drivers of rising health care
costs. Just last week, a Reuters report found thirty drug makers that did business with
the State of California planned to raise their prices in January.
Governor Newsom's health care proposal takes those costs head on. Today, Governor
Newsom signed first-in-the-nation executive order that creates the nation’s biggest
single-purchaser system for drugs and will allow all Californians – including private
employers -- to sit together at the bargaining table across from big drug companies
when negotiating prescription drug prices. In his first budget, he will propose
expanding financial help that makes it cheaper for families and individuals to buy
health coverage and reinforce the Affordable Care Act after recent federal attacks.
Governor Newsom's proposal would also bring the state closer toward the goal of
health care for all by making it the first state in history to expand Medi-Cal coverage to
all eligible undocumented young adults. He also signed an executive order to establish
a California Surgeon General who will be tasked with addressing the root causes of
California health challenges and inequities.
“No state has more at stake on the issue of health care. California must lead,” said
Governor Newsom. "We will use our market power and our moral power to demand
fairer prices for prescription drugs. And we will continue to move closer to ensuring
health care for every Californian.”
Governor Newsom signed the executive orders and letter and laid out his health care
actions today on Facebook Live.
As part of his California for All health care plan, the Governor proposes:
Creating the largest-scale single-purchaser system for prescription
drugs: Governor Newsom signed an executive order to fight the rising prices of
prescription drugs by strengthening the state’s bargaining power when negotiating drug
prices. Today, public and private purchasers of prescription drugs for Medi-Cal,
California’s largest purchaser of pharmaceutical services, are fragmented, left to

negotiate against drug companies alone. The negotiation for pricing and purchasing of
prescription drugs under Medi-Cal will now be conducted by the Department of Health
Care Services on behalf of all 13 million Medi-Cal beneficiaries, as opposed to only 2
million currently. Further, the executive order directs state agencies to purchase
prescription drugs together, as opposed to negotiating with drug companies one by
one; and charts the path to enable all Californians, including private purchasers, to join
forces with public purchasers. These reforms will mean that instead of facing big drug
companies alone, Californians -- including budget-constrained government agencies
and struggling small businesses -- can sit together at the bargaining table across from
drug companies when negotiating for life-saving and life-preserving prescription drugs.
By working together, we can effectively contain costs and make prescription drugs
more affordable for all.
Making California the first state to cover undocumented young adults through
Medi-Cal: Two years ago, California took an important step toward health care for all
by covering undocumented youth under the state’s Medi-Cal program. In his budget,
Governor Newsom will propose California take another major step toward universal
coverage, by extending Medi-Cal eligibility to undocumented young adults who
otherwise meet the program’s eligibility requirements. It will make California the first
state in the nation to cover young undocumented adults through a state Medicaid
program. The Affordable Care Act allows most young adults to stay on their parents'
health plan until age 26. Undocumented young adults should not have to worry about
losing their health coverage when they turn 19.
Expanding Obamacare financial help for families & reinforcing the Affordable
Care Act after federal attacks: After a series of federal government attacks on the
Affordable Care Act, Governor Newsom announced that his first budget will reinforce
the law and expand Obamacare subsidies that help individuals and families afford
health care coverage. His budget proposes increasing the size of the subsidies for
families who already receive it, and it would make California the first state to make
subsidies available to middle income families. Right now, individuals earning more than
$48,000 a year or a family of four earning more than $98,000 don't qualify for financial
help to afford their premiums. The Governor's budget will provide financial assistance
to individuals earning up to $72,840 and families of 4 earning up to $150,600.
California will be the first state in the nation to offer subsidies to individuals and
families with income between 400 and 600 percent of the federal poverty level. To pay
for increased financial help for families, the budget proposes fighting back against the
federal government's attempts to destroy the Affordable Care Act by reinstating the
individual mandate at the state level. A UCLA study recently predicted that the rate of
uninsured Californians would increase without state action to counteract the federal
government's move, a development that would increase health care premiums across
the state even further -- even for families on private insurance.
Calls on the federal government to empower California to truly innovate:

Governor Newsom has long said California should be the national leader in health care
innovation. However, instead of cultivating and rewarding good ideas, current federal
law hinders truly transformative innovation, such as a single-payer health care system.
Governor Newsom sent a letter today to President Trump and Congressional leaders
calling on the federal government to lift these limitations and, instead, empower states
like California to enact transformative change that would allow California to develop a
single-payer health system to achieve universal coverage, contain costs, and promote
quality and affordability.
Establishing the California Surgeon General to focus on root causes: Governor
Newsom signed an executive order to establish a California Surgeon General, who will
lead all Californians in addressing the root causes of serious health conditions, such as
adverse childhood experiences and the social determinants of health. The
overwhelming scientific consensus is that there are early signals and causes of many
serious health conditions. The Surgeon General will marshal the insights and energy of
medical professionals, public health experts, public servants, and everyday Californians
to address health inequity as early as possible in all Californians' lives.
###
Governor Gavin Newsom
State Capitol Building
Sacramento, CA 95814

January 10, 2019
To:

Lori Dangberg, Vice President
Alliance of Catholic Health Care

From: Nicette Short, Legislative Advocate
Noteware & Rosa Government Relations
Re:
Summary of the Governor’s January State Budget Proposal
______________________________________________________________________________
Today, Governor Gavin Newsom released his first January Budget Proposal, which highlights the
balanced nature of the budget and its “robust Rainy-Day Fund….” left to him courtesy of former
Governor Jerry Brown. He comments on the need to be fiscally responsible in preparation for
“uncertain times.” He wants to focus on paying down unfunded pension liabilities, paying off longstanding budget debts, and continuing to strength the Rainy-Day fund. His budget also makes
significant investments in a whole host of programs, including a $1 billion Working Families Tax
Credit, free tuition at Community Colleges, expanding Paid Family Leave, wildfire management, and
universal full-day, full-year preschool. This budget proposal is 4% higher – or $8 billion – more
than the current 2018-2019 state budget.
Health Care Funding Philosophy
The Governor’s budget comments that a large share of Medi-Cal spending occurs in the first year
and the last year of life – and among enrollees with serious mental illness and chronic conditions.
He would like to invest in increase prevention services to better address the social determinates of
health and improve the availability of care.
DSH Cuts Reflected
For private hospitals, the budget includes a Disproportionate Share Hospital (DSH) payment
reduction of $156 million, a decrease of approximately 26% in fiscal year 2019-2020. This value can
change depending on the actual methodology the federal Center for Medicare and Medicaid
Services (CMS) chooses to use to determine state specific DSH cuts should Congress decide not to
delay the cuts further. The budget notes that the Affordable Care Act requires the aggregate,
nationwide reduction of the federal DSH allotments beginning October 1, 2019. Scheduled
reductions for each fiscal year are expected to continue through Federal Fiscal Year 2025, unless
changes are made at the federal level.
Medi-Cal Spending
•

The Governor’s budget comments that a large share of Medi-Cal spending occurs in the first
year and the last year of life – and among enrollees with serious mental illness and chronic

conditions. He would like to invest in increase prevention services to better address the
social determinates of health and improve the availability of care.
•

The document notes that the Medi-Cal estimate continues a gradual decline, and Medi-Cal
is set to cover 13.2 million Californians, including 3.8 million in the optional expansion
population in 2019-2020. The slight reduction in those covered is due to California’s low
unemployment rate, the increase in the state’s minimum wage, and of course the ACA
expansion. The total Medi-Cal budget is $98.5 billion ($22.9 billion state general fund) for
the upcoming fiscal year.

•

The budget includes the state’s 8.5 percent share of cost for the optional expansion
population, which equals $19.9 billion ($2.2 billion general fund), reaffirming the new
Governor’s commitment to the ACA expansion population.

•

Proposes to expand full-scope Medi-Cal coverage to eligible young adults aged 19-25
regardless of immigration status, starting no sooner than July 1, 2019. The expansion will
cover approximately 138,000 undocumented young adults in the first year. The budget
allocates $260 million ($196.5 million state general fund) for this purpose.

•

$360 million ($180 million Prop 56 funds) for a program that encourages Medi-Cal managed
care providers to meet goals in critical areas, such as management of chronic disease and
behavioral health integration. We hope to get more information on this program in the next
few weeks.

•

$3.8 million ($1.8 million general fund) is allocated to improve the budgeting and
management of the Medi-Cal program, including the creation of a drug rebate fund.

Health Care Coverage Affordability
•

Increase subsidies through Covered California for individuals with incomes between 250 and
400 percent of the federal poverty level and 400 and 600 percent of the federal poverty
level to increase health care coverage and the affordability of that coverage. The specific
amount of the subsidy increase is not included in the budget summary document and more
information will be forthcoming.

•

These subsidies will be funded by revenues generate from establishing a California-specific
individual health care mandate, modeled on the federal requirement included in the ACA.
Penalties will be levied for those without appropriate health care coverage.

Healthcare Workforce
•

$3.2 billion ($1.05 billion Prop 56 funds) for supplemental Medi-Cal payments and rate
increases for physicians, dentists, family planning services, HIV/AIDS waiver services, Home
Health and other new investments.

•

$50 million state general fund to increase training opportunities for mental health
workforce programs. The program will be administered by OSHPD. This is one-time
funding. The document mentions a “shared investment” with universities, health clinics and
philanthropic organizations and more detail will be forthcoming.
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•

Continues support for residency programs in underserved areas with an allocation of $33
million.

Prescription Drug Bulk Purchasing Proposal
•

The Budget references the Governor’s Executive Order related to a “single payer system for
prescription drugs,” but there is no greater level of detail related to implementation
included in the proposal. They state, “Such a standardized drug benefit will reduce
confusion among beneficiaries.”

•

During the press call with the CA Health and Human Services Agency, the Secretary of the
Department of Health Care Services, Jennifer Kent, specified that this proposal would not
eliminate the 340B program.

3

