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Week of January 6, 2020
	State Issues

	Governor Newson Releases his January Budget Proposal for 2020
Governor Newson Releases his January Budget Proposal for 2020   (continued)
Governor Newson Releases his January Budget Proposal for 2020    (continued)

	Today, Governor Newsom released his January Budget Proposal for the 2020 fiscal year.  While we are still reviewing the detailed budget documents and will be investigating some of these items which are not yet detailed, highlighted below are some key healthcare budget items included in the proposal:  

· The total Medi-Cal budget is $107.4 billion ($23.6 billion state general fund), and they estimate the program will cover 12.9 million Californians.  

· Expands Medi-Cal eligibility for undocumented adults over aged 65, with an estimated $80.5 million ($64.2 million state general fund).  

· The budget includes Private DSH Replacement reductions of $155 million for SFY19-20 and $311m for SFY20-21.  However, this value can change depending on the actual methodology the federal Centers for Medicare and Medicaid Services (CMS) chooses to use to determine state specific DSH cuts, should congress decide not to delay the cuts further.  As PEACH has previously reported, implementation of the Medicaid DSH cuts was scheduled to take effect on October 1, 2019 and has been delayed twice by continuing resolutions until May 22, 2020. 

· Adds supplemental funding for non-hospital 340B clinics to cover losses due to the Medi-Cal RX initiative with implementation of the program to begin on January 2021, halfway into the state’s fiscal year.  The $52.5 million ($26.3 million state general fund) included in the budget is half of what it would be to cover a full year of loss ($105 million as mentioned by the Governor in his press conference).  

· Creates the Office of Health Care Affordability, which will be charged with increasing price and quality transparency, developing specific strategies and cost targets for the different sectors of the health care industry, and financial consequences for entities that fail to meet these targets. The Office will also create strategies to address hospital cost trends by region, with a particular focus on cost increases driven by delivery system consolidation. To improve health outcomes, the Office will also work to establish standards to advance evidence-based and value-based payments to physicians, physician groups, and hospitals, as well as to advance administrative simplification.  In his press conference he highlighted a concern with provider consolidation, regional disparities, and the penalties they plan in enforce. 
 

· While not included in the budget, the Governor mentioned in his press conference that he intends to be active in the discussion around patient billing for accessing services in emergency departments out of network, AKA Surprise Billing.  He said he does not have an official position on AB 1611 (Chiu), but may propose trailer bill language related to this issue.  



(more)
  

· Creates a Behavioral Health Task Force that will bring together relevant state departments, counties, advocates, health plans, providers, and other stakeholders to review existing policies and programs and coordinate system changes to prevent and respond to the impacts of mental illness and substance use disorders in California communities. The Administration will also work to reform the Mental Health Services Act (Proposition 63) to better focus on people with mental illness who are also experiencing homelessness, who are involved in the criminal justice system, and for early intervention of children. The document highlights that counties are sitting on more than $500 million in reserves, which the Governor hopes to shift some of those funds to prevention and treatment services. 

· Creates the Behavioral Health Quality Improvement Program, which will get $45.1 million to provide funding to county mental health and substance use disorder systems to help counties improve data sharing for care coordination and set the stage for value-based payments.  

· Other Behavioral Health issues mentioned:  Not included in the budget document, the Governor mentioned that the administration plans to review the Lanterman-Petris-Short Act, which governs the involuntary commitment process in California for persons with mental health disorders (5150s).  He also mentioned that he will have the Department of Managed Health Care to strengthen its oversight and penalizing of health plans regarding the state’s mental health parity laws, which requires access to mental health care equal to physical health care.  He mentioned he expects high fines to be levied for bad actors. 


· Following up on his announcement earlier this week, the budget document includes reference to the Governor’s plans related to generic drugs:  (1) to have the state establish its own generic drug label where the state would manufacture certain generic drugs with the goal of increasing competition in the generic market and reduce prices; and (2) create a “single market for drug pricing within the state” which would allow all state purchasers – Medi-Cal, Cal PERS, Covered California, private insurers, self-insured employers and others – to combine the purchasing power and mandate a “uniform price” for drug companies who sell products in the state.  CA would “invoke a most favored-nation clause” which would require manufacturers to offer process at or below the price offered in any other state, nation or global purchasers.  

· The budget includes additional proposals related to drug purchasing; the budget proposes to allow the state Department of Health Care Services to expand its current drug rebate negotiating authoring to negotiate supplemental rebates for drugs on behalf of targeted populations “outside” the Medi-Cal program.  The budget document also references increasing the state’s bulk drug purchasing program and its goal to continue to add in new entities to join the program to increase the purchasing power of the state and involved local governments.
  

· The budget forecast assumes the federal approval of the Managed Care Organization (MCO) tax, which was authorized last year.  If approved by the Trump administration, the state is expected to receive $1.2 billion in 2021-22, out years. 
 

· Proposes a Vaping Tax to begin on 1-1-2021 that will impose $2.00 tax per 40 milligram nicotine.  They estimate a collection of $32 million, which will be used for enforcement, youth prevention and health care workforce programs.  Not included in the budget, but the Governor mentioned and thanked Senator Jerry Hill’s new bill (SB 793), which seeks to ban the sale of all flavored tobacco products, including e-cigarettes. 
 

· $10 million in one-time funds for the Office of the Surgeon General, to fund an adverse childhood experiences cross-sector training program. 
(more)

· Savings of $178.3 million from the Governor’s previously announced plan to transition the Medi-Cal pharmacy benefit from managed care plans to a fee-for-service model.
For direct access to the reference materials, please see links to the full budget materials and the Department of Health Care Services more detailed summary.  

· Link to the Department of Finance’s website for access to the budget documents:  http://www.ebudget.ca.gov/
· Link to budget summary produced by DHCS focusing on the state’s Medi-Cal program:  https://www.dhcs.ca.gov/Documents/Budget_Highlights/DHCS-FY-2020-21-Governor%27s-Budget-Highlights.pdf
As noted, the summary above represents the initial review of the Governor’s January budget proposal. We will share more details as we uncover them.  In the meantime, please do not hesitate to contact us with any questions or needed clarifications.  



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
