A Record Final Budget for
California Brings Funding for MediCal Expansion and the Office of
Health Care Affordability
California’s new fiscal year began on July 1 after the legislature approved a record
state budget of $262.6 billion on June 28. The record budget was made possible by a
$76 billion budget surplus and $27 billion in federal aid. This year’s budget process
was especially confusing, as the California constitution requires the state legislature
to pass a budget by June 15. This year, however, the legislature passed a
placeholder budget on June 15 that allowed the state to spend the record sum, but
the budget bill did not provide much detail on how the money should be spent. The
details were supplied later through trailer bills that direct the state’s departments
how to actually spend the money they’ve been allocated in the budget bill.

Final Budget Brings Big Changes to Medi-Cal
There were a few significant adjustments in the final budget. One of the biggest
revisions of the final budget is the allocation of funds to expand Medi-Cal to
undocumented adults aged 50 and older, which is set to occur no sooner than May 1,
2022.[1] California will be the first state in the nation to expand healthcare coverage
to this population. In the midst of the budget crunch resulting from the COVID-19
pandemic last year, this proposal was deferred and was included in the budget
proposal earlier this year, but only for undocumented adults aged 65 and older. The
15-year age drop in the final budget will allow a significant number of older adults
living in California to access healthcare for the first time. The measure is expected
to extend healthcare benefits to approximately 235,000 California residents.[2]
Another significant change included in the final budget is the expansion and ultimate
elimination of the Medi-Cal asset test. Currently, adults are only eligible for Medi-

Cal if they have less than $2,000 in savings as an individual, or less than $3,000 as a
couple. The budget includes $394 million in 2022-23 and ongoing to increase the
Medi-Cal asset limit to $130,000 for an individual, plus $65,000 for each additional
household member, no sooner than July 1, 2022.[3] The test is to be fully eliminated
no sooner than January 1, 2024.

Funding for the Office of Health Care Affordability
In our last issue, we discussed the details of the newly proposed Office of Health
Care Affordability (the “office”), created by the California Health Care Quality and
Affordability Act. Initially included in Newsom’s 2020-2021 budget, the proposal was
abandoned and then picked up again this year. The office would be tasked with
analyzing health care markets for cost trends and drivers of spending, developing
data-informed policies for lowering health care costs for consumers, setting and
enforcing cost targets, and creating a state strategy for controlling the cost of health
care and ensuring affordability for consumers and purchasers. The office was
included in the final budget and was allocated a one-time General Fund sum of $30
million to establish the office. The final budget outlines a three-year plan for the
office, with $11.2 million in 2021-22, $24.5 million in 2022-23, and $27.3 million in
2023-24. Since the office would be established as part of the California Health Care
Quality and Affordability Act, which is still pending in the Senate after passing the
Assembly, time will tell whether it comes to fruition at the end of the legislative
session.

Budget Allows for Continued Telehealth Flexibilities
The final budget also includes $151.1 million in 2021-22 for the extension of
telehealth flexibilities that were allowed during the federal public health emergency
due to the COVID-19 pandemic. A health-related trailer bill passed on July 15
requires the Department of Health Care Services (DHCS) to seek federal approvals
to extend the approved waiver or flexibility related to the delivery and
reimbursement of services via telehealth in the Medi-Cal program. DHCS is then

required to implement these extended waivers or flexibilities from the first day
immediately following the last day of the federal COVID-19 public health emergency
through December 31, 2022.[4] The goal of this measure is to increase health care
access and equity while reducing disparities in the Medi-Cal program, all by
preserving these telehealth flexibilities beyond the pandemic.
Below we include a chart that lays out the specifics of the enacted budget for
healthcare proposals and initiatives.
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• Expand and make permanent
certain telehealth flexibilities
authorized during COVID-19
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to get better prescription drug
Fund Reserve, which is
prices
allocated $222 million in
Budget includes costs of $219.9
2020-21 to the Medi-Cal
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As of July 15, the legislature is on summer recess and is set to return on August 16.
More trailer bills will likely be passed to provide further guidance on how to spend
the record budget once they return. Also upcoming, September 10 is the last day for
legislators to pass bills, which then must be signed or vetoed by the Governor by
October 10. For a recap of important healthcare bills this session, check out our
California Legislative Beat entries from March and April. Stay tuned to see which
bills pass this session!
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