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Overview 
 
Governor Brown’s 2017-18 State Budget May Revision (May Revise) remains committed to preparing California for 
tougher times ahead while recognizing a modestly improved fiscal outlook. Consistent with the Governors’ earlier 
proposed budget, protecting the state’s first earned income tax credit, a minimum wage increase, and expansion of 
health care coverage to millions of Californians comes at a cost this year. The Administration projects that without 
some tempering of anticipated spending increases and pulling back on one-time spending commitments made last 
year, the state will face a significant deficit.  The May Revision does revise the shortfall forecasted in January – the 
$5.8 million revenue shortfall is now a $3.3 billion shortfall – based primarily on higher capital gains. With this new 
fiscal outlook, several key priorities are advanced: Increasing funding for schools and child care, maintaining county 
fiscal health, improving the transportation system and reducing pension liabilities. The May Revise also reflects the 
first $2.8 million of new funding to be generated as a result of the historic transportation funding package - the 
Road Repair and Accountability Act of 2017 (SB 1) – voted upon this spring.  
 
Lastly, the May Revise continues to acknowledge the changes at the Federal level and the many unknowns posed, 
however, no assumptions are made about alleged changes to programs.  Per the May Revision Summary, “The state 
must also continue to plan and save for tougher budget times ahead. The federal government is contemplating 
actions – such as defunding health care for millions of Californians, eliminating the deductibility of state taxes and 
zeroing out funding for organizations like Planned Parenthood – that could send the state budget into turmoil.”  
Additional details on the Governor’s May Revision can be found at www.ebudget.ca.gov. 
 

Budget Details Most Relevant to Health Centers 
 
Medi-Cal: The Medi-Cal shortfall decreased by approximately $620 million compared to the Governor's January 
Budget. The reduction is for three primary reasons: drug rebates in Medi-Cal managed care, retroactive managed 
care rate adjustments, and slower caseload growth than previously estimated.  Medi-Cal program expenditures are 
expected to exceed the appropriation included in the 2016 Budget Act by approximately $1.1 billion.   
 

CHC Impact: California remains committed to the Medi-Cal expansion population, and acknowledges the 
state’s match is increasing thus requiring a greater proportion of the General Fund contribution. Health 
centers continue to have a large percentage of their patients eligible for PPS reimbursement.  

 
340B: The May Revision removes language to explicitly require covered entities, for both Medi-Cal fee-for-service 
(FFS) and Medi-Cal managed care, to “bill at their actual 340B acquisition cost plus any applicable dispensing fee.” 
That being said, the May Revision does include changes to the 340B Program and contract pharmacies.  While trailer 
bill language is not available yet, the proposed statutory change aims to end the use of contract pharmacies in the 
340B program in Managed Care Medi-Cal.  The Administration claims “recent concerns raised by federal agencies” 
as the reason for this abrupt change.  Their goal is to avoid inappropriate duplicate discounts where the state would 
be at financial risk if they claimed a rebate on already discounted 340B drugs.   
 

CHC Impact: While we believe this proposal is less detrimental to health centers than the prior proposal 
that would have effectively eliminated 340B savings, this proposal is still on face value going to be a huge 
financial hit to health centers that utilize contract pharmacies for 340B. California Health+ Advocates 
(Advocates) staff will be working diligently with the membership to fully understand impacts, and working 
with the department to determine if there is a manner to meet their goals of not engaging in duplicate 
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discounts and also health center goals of keeping the savings from contract pharmacy arrangements.  We 
will also be working on implementation issues. In particular, with potential implementation as early as July 
2017, we must also identify operational concerns and contractual relationships that may overburden 340B 
participating health centers, disrupt care, and impede timely implementation.  

 
Workforce: The May Revision is silent on the Governor’s proposal to eliminate the $100 million workforce 
commitment.  Advocates will be working diligently with our partners to understand the absence of this proposal and 
believe the Administration has yet to change its position.   
 

CHC Impact: Advocates, with our coalition partners, fought hard to win this budget appropriation last year.  
The 2017-18 budget reverses the $33 million commitment that was targeted for this year, and eliminates 
the remainder of the $100 million in the future. This elimination is a tremendous blow to the momentum 
that was building on fixing the state’s workforce crisis.  Without the $33 million in this year’s budget, 
California’s primary care residency programs could experience destabilization as they also face more than 
$60 million dollars in additional cuts due to expiration of federal and private foundation grants. This act 
also hinders existing primary care residency programs’ ability to expand, and decreases the resources 
available to develop new residency programs within underserved areas. Overall, this creates a detrimental 
effect on the number of residents trained in California and limits our ability to address the workforce 
shortages that persist and affect patient access. 

 
Newly Qualified Immigrant Benefits and Affordability Program: At a time of great uncertainty for California 
immigrants, the May Revision shows a clear commitment to Medi-Cal’s immigrant families.  Citing “operational and 
program uncertainties,” the May Revision eliminated the implementation of the Newly Qualified Immigrant Wrap in 
which adults under the 5 year bar currently receiving state-only Medi-Cal will be transitioned to a Qualified Health 
Plan in Covered California.  This is a significant victory for our immigrant communities.  

 
CHC Impact: Beneficiaries in this category who currently receive care at FQHCs under state-only Medi-Cal 
will no longer see their care transitioned to Covered California.  FQHCs will be able to continue to see these 
beneficiaries, bill for their services as they do today, and receive PPS rate under the state-only Medi-Cal 
program. 

 
MFT Billable providers:  The May Revise is also silent on the implementation timeline of Marriage and Family 
Therapists (MFTs) as billable providers. In the January Budget Proposal implementation of AB 1863 (Wood) was 
delayed from January 2017 to July 1, 2018 or later.  MFTs will not be billable at the PPS rate within an FQHC until AB 
1863 is implemented. Advocates will be working diligently with our partners to understand the absence of this 
proposal and believe the Administration has yet to change its position.   

 
CHC Impact: This delay is a very unfortunate consequence of lack of sufficient staff and resources at DHCS.  
Health centers were already preparing to begin billing in January and some health centers may have had to 
lay off MFTs recently hired in anticipation of the January 2017 implementation.  All health centers will have 
to delay plans to expand behavioral health capacity for another year and a half at the earliest. Patients will 
suffer the impact of this delay most acutely.  

 
Additional Support for Immigrant Communities – One California Campaign:  A diverse set of stakeholders partnered 
to form the One California coalition to advocate for One California, a state budget proposal to support education, 
outreach and application assistance for immigrants eligible for naturalization or deferred action programs. The May 
revise increased the funding by $15 million, for a total of $30 million, to further expand the availability of legal 
services for people seeking naturalization services or assistance in securing other legal immigration status. The May 
revise has also indicated that this funding should be used towards providing deportation defense services.    
 
Please look out for additional information from CaliforniaHealth+ Advocates as trailer bill language and additional 
details regarding the May Revision are made available.  


