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Overview

Following Friday’s announcement that Governor Gavin Newsom and legislative leaders reached
a final, three-party agreement on the 2026-27 state budget, the Senate and Assembly on Monday
passed a series of budget measures that Governor Newsom subsequently signed into law. The
final state budget advances a $351.7 billion ($251.5 billion General Fund) spending plan that
closes both 2026-27 and 2027-28 with no projected deficit while maintaining fiscal discipline in
out-years.

The agreement includes a total of $35.2 billion in reserves, consisting of $4.5 billion in the Special
Fund for Economic Uncertainties, $15.1 billion in the Rainy Day Fund, $9.2 billion in the
Proposition 98 Rainy Day Fund, and $6.4 billion set aside in the Surplus Reserve for fiscal year
2027-28.

916.327.7540 = 1127 11th Street, Suite 806 * Sacramento, CA 95814 + www.cheac.org


mailto:mgibbons@cheac.org
mailto:janderson@cheac.org
mailto:thearne@cheac.org
https://www.gov.ca.gov/2026/06/26/finalbudget/

2026-27 Budget Act Agreement
June 30, 2026
Page 2

Public Health Workforce & Infrastructure

Future of Public Health (FOPH). The final 2026-27 budget agreement maintains the $276.1
million ongoing Future of Public Health (FoPH) General Fund investment in state and local public
health infrastructure and workforce, providing $188.2 million ongoing General Fund for local
health departments.

Public Health Information Technology Systems. The budget agreement includes $113.3
million in various funding to maintain critical public health information technology systems in 2026-
27 that were originally not funded in the January budget proposal. As a reminder, funding for
CDPH public health IT systems was one of CHEAC’s top budget priorities.

Systems to be funded include:
e SaPHIRE System
e (California Vaccine Management System (myCAvax)
e (California Confidential Network for Contact Tracing (CalCONNECT)
e (California Immunization Registry (CAIR)
e CalREDIE Future Disease Surveillance System (FDSS)

Revenue sources for public health IT systems include:
e State General Fund — $96.3 million
e Clinical Laboratory Improvement Fund — $5 million
e Health Statistics Special Fund — $8 million
e ADAP Rebate Fund — $2 million
e Licensing and Certification Program Fund — $2 million

H.R. 1 County Multi-Year Budget Request

The final budget agreement provides investments to counties to prepare and mitigate impacts to
health and social safety net services in light of H.R. 1 (Public Law 119-21) policy changes.

Importantly, the final budget agreement does not provide any investments in county indigent
health programs or state-level alternatives to indigent care.

The following chart offers a high-level overview of county budget requests and their status in the
May Revision and final budget agreement:



https://www.counties.org/wp-content/uploads/2026/03/HR-1-Mullti-Year-Budget-Request-Summary_-FINAL.pdf
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2026-27 2027-28 2026-27 2027-28
2026-27 | 2027-28 May May Budget Budget

Item County County

Request Request Revision @ Revision | Agreement Agreement

Proposal Proposal

. $761 $2.4 No No . .
Indigent Care million billion funding funding No funding No funding
Public Hospital $500 $850 No No - :
Systems million million funding funding $250 million - No funding

$16.7
Medi-Cal $198 ~ $328 | $74 milion | $197 milion  No funding
million million million .
ongoing
County $1028  ss57.9 | 330 No
Eligibilit CalFresh miIIio.n miIIi.on million fundin $223 million  No funding
9 Y one time 9
Eligibility $260.8  $385.9 | $104 $16.7
S o o million $420 million = No funding
Total million million million .
ongoing
County Behavioral $224 $828 No No : .
Health milion  milion | funding  funding | e funding  Nofunding
$16.7
Total Funds $1 9 $45 $1.0fl million $6.79 No funding
billion billion million . million
ongoing

Medi-Cal & Health Care Programs

H.R. 1 Implementation. The final budget agreement reflects implementation of a series of
Medi-Cal-related changes as a result of H.R. 1 (Public Law 119-21).

The budget provides $33 million ($15.5 million General Fund, $17.5 million federal funds) in
2026-27, $11.3 million ($5.7 million General Fund, $5.7 million federal funds) in 2027-28,
$3.3 million ($1.6 million General Fund, $1.6 million federal funds) in 2028-29 and 2029-30
for staff positions and resources for DHCS to implement eligibility and other federal policy
changes tied to H.R. 1.

The final budget agreement includes budget trailer bill language to implement provisions
related to work and community engagement requirements, reduced retroactive Medi-Cal
coverage, six-month redeterminations, and citizenship and immigration status eligibility
changes. See the Health trailer bill summary for additional details.

Qualified Non-Citizen Medi-Cal Coverage. The final budget agreement provides $303.1
million General Fund in 2026-27 to provide full-scope Medi-Cal coverage to qualified non-
citizen populations, including refugees, asylees, and victims of trafficking through June 30,
2027.

Transition of UIS Individuals to FFS. The final budget agreement adopts the
Administration’s May Revision proposal to transition individuals with unsatisfactory
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immigration status (UIS) from Medi-Cal managed care to the Medi-Cal fee-for-service (FFS)
delivery system, effective January 1, 2027, based on federal guidance issued in September
2025, scoring $471.6 million in savings. To assist members in the FFS delivery system, the
budget agreement includes the following additional investments:

e Care Coordination — $31 million for care coordination services, including navigation
services, language access capabilities, integrating planning, member outreach, and
various other enhancements to care planning and navigation

¢ Clinic and CBO Contracts — $8 million for contracts with clinics and community-
based organizations (CBOs) to provide culturally and linguistically appropriate care
navigation services

UIS Monthly Premiums. The final budget agreement requires the Governor’s 2027-28 May
Revision to determine the Medi-Cal premium for UIS adults ages 19-59 to be set at no lower
than $30 per month and no higher than $50 per month, effective July 1, 2027. Recall, the
Governor's May Revision sought to increase the monthly premium amount to $50 per month.

UIS Adult Dental Coverage. The final budget provides $360.8 million in 2026-27 to delay
the elimination of state-funded dental coverage for Medi-Cal members with UIS to July 1,
2027.

FQHC/RHC Prospective Payment System (PPS). The final budget agreement provides $1
billion General Fund in 2026-27 to delay the elimination of prospective payment system
(PPS) reimbursement to federally qualified health centers (FQHCs) and rural health centers
(RHCs) for services provided to Medi-Cal members with UIS until July 1, 2027.

Proposition 56 Supplemental Provider Payments. The final budget provides $258.2
million General Fund to delay elimination of Proposition 56 supplemental provider payments
for Medi-Cal dental services to July 1, 2027.

Medi-Cal Asset Limits. The final budget agreement maintains the current Medi-Cal asset
limit test for seniors and disabled adults at $130,000 per individual and $195,000 per couple
until July 1, 2027. Beginning July 1, 2027, the asset limit will be lowered to $21,000 per
individual and $31,000 per couple. The Governor’s May Revision previously sought to lower
the limits to $2,000 for an individual and $3,000 for a couple, no sooner than January 1,
2027.

CalAIM Waiver Renewal. The final budget agreement provides DHCS contract authority of
$17.5 million ($8.75 million General Fund, $8.75 million federal funds) in 2026-27 and
conversion of 10 limited-term positions to permanent positions in 2027-28 to support planning
and ongoing implementation of the CalAIM Section 1115 and 1915(b) waivers that expire on
December 31, 2026. This investment is intended to support ongoing policy development,
implementation efforts, technical assistance, and stakeholder engagement. Additional details


https://www.medicaid.gov/federal-policy-guidance/downloads/smd25003.pdf
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are available here. The agreement also authorizes the DHCS to implement employment
supports and BridgeCare as part of CalAIM.

Enhanced Care Management. The final budget reflects a General Fund reduction of $41.4
million in 2026-27 to refine eligibility criteria, service definitions, utilization management
criteria, and payment adjustments for the Medi-Cal ECM benefit, effective January 1, 2027.

Community Supports. The final budget reflects a General Fund reduction of $26.9 million
in 2026-27 to refine referral pathways, eligibility criteria, service definitions, and utilization
management criteria for select Medi-Cal Community Support services, effective January 1,
2027.

Medi-Cal Efficiencies. The final budget agreement includes a General Fund reduction of
$68 million in 2026-27, increasing to $552 million in 2029-30, to establish utilization
management for applied behavioral analysis and transportation services.

Adult Acupuncture Benefit. The final budget agreement rejects the Governor's May
Revision proposal to eliminate the optional adult acupuncture benefit from the Medi-Cal
program, resulting in a General Fund cost of $5.4 million in 2026-27 and $13.1 million
ongoing.

Managed Care Organization (MCO) Tax. The final budget agreement adopts the
Administration’s proposed plan to seek federal approval to continue an alternative, federally
compliant MCO tax, effective January 1, 2027, and adopts the Administration’s proposed
MCO tax trailer bill to support the Medi-Cal program and maintain targeted rate increases for
primary, obstetrics, doula, and non-specialty behavioral health services. Recall, the existing
MCO tax expires on December 31, 2026.

Private Duty Nursing. The final budget provides $60 million ($30 million General Fund, $30
million federal funds) in 2026-27 to support rate increases for private duty nursing services.

Covered California Premium Assistance. The final budget agreement includes $300 million
ongoing in Health Care Affordability Reserve Fund to offset monthly premium costs for Covered
California enrollees up to 200 percent of the federal poverty level. Recall, Congress earlier this
year failed to extend premium assistance for health care insurance exchanges resulting in
increased costs for many consumers. The Health Care Affordability Reserve Fund consists of
revenues from the state’s Individual Shared Responsibility Penalty Assessment for individuals
without qualifying health insurance.

Distressed Hospitals. The final budget agreement includes $90 million one-time General Fund
to the Department of Health Care Access and Information (HCAI) to provide grants to hospitals in
significant financial distress. As part of the agreement, the Department of Finance (DOF) is
authorized to augment the amount up to an additional $50 million.


https://bcp.dof.ca.gov/2627/FY2627_ORG4260_BCP9074.pdf
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Additionally, the final budget provides $10 million to establish within HCAI a health care access
stability unit to evaluate hospitals’ strategic importance to their communities, assist in planning for
maintaining critical services in the event of a hospital’s financial distress, and provide technical
assistance to currently distressed hospitals in returning to fiscal sustainability.

Promotoras Training. The final budget agreement provides $15 million General Fund one-
time in 2026-27 to HCAI to support workforce training and expansion for promotoras.

Rural Health Transformation Program. The final budget reflects $18.7 million federal funds in
state operations for HCAI and $206 million federal funds in local assistance to administer and
implement the Rural Heath Transformation Program (RHTP). The budget agreement includes
provisional budget language to exempt HCAI from Public Contract Code requirements for two
years, as well as utilize a third-party administrator for program implementation.

CalRx Investments. The final budget provides $15.5 million General Fund to support the
development of low-cost options for epinephrine pens and tuberculosis drugs through the HCAI
CalRx program. Additionally, the final budget reappropriates $18.4 million from the 2022 Budget
Act until June 30, 2029, to continue develop of a low-cost biosimilar insulin through CalRx.

Public Health Programs

AIDS Drug Assistance Program (ADAP). The final budget agreement includes a series of
investments using ADAP Rebate Funds, including:

e DIS Workforce — $18.7 million ADAP Rebate Funds in 2026-27 to support the Disease
Intervention Specialist (DIS) workforce in local health departments statewide. The final
budget agreement includes trailer bill language authorizing CDPH to expend ADAP
Rebate Funds for the DIS workforce.

¢ Federal Fund Backfill — $50 million ADAP Rebate Funds in 2026-27 to support state or
local agencies or CBOs providing federally funded Ryan White HIV/AIDS Program Part A
and CDC high-impact HIV prevention and surveillance services and programs for which
federal funding has been delayed, reduced, canceled, or eliminated.

e Four-Year Expenditure Plan — Authorizes CDPH to expend up to $134.8 million in 2026-
27, $134.5 million in 2027-28, $126.6 million in 2028-29, and $130.1 million in 2029-30 to
implement various programs and services to address sexually transmitted infections
(STIs). See the Health trailer bill summary for additional details.

Childhood Lead Poisoning Prevention Program (CLPPP). The final budget agreement
includes $1.8 million in local assistance in Childhood Lead Poisoning Prevention Fund for each
year between 2026-27 and 2028-29 for local health jurisdictions to provide services to children
with blood lead levels that meet or exceed the CDC’s Blood Lead Reference Value.
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Menopause Awareness Campaign. The final budget agreement provides $3.4 million
General Fund one-time in 2026-27 to the University of California Menopause Center of
Excellence for a statewide public awareness campaign to support greater understanding of
perimenopause and menopause.

LGBTQ+ Organizations. The final budget agreement includes $10 million General Fund in 2026-
27 to support existing programs and expand services in less-resourced regions provided by
LGBTQ+ serving organizations and LGBTQ+ community centers. The agreement additionally
shifts $2.5 million General Fund from local assistance to state operations to support the
administration of lesbian, bisexual, and queer focused women'’s health grants until June 30, 2028.

Governor’'s Advisory Council for Physical Fithess and Well-Being. The final budget
agreement provides $5 million General Fund one-time for the Governor's Advisory Council for
Physical Fitness and Well-Being.

Behavioral Health

CDPH BHSA Population-Based Prevention. The final budget agreement includes $174.8
million in 2026-27 in Behavioral Health Services Fund, including $133 million in state
operations and $41.8 million in local assistance. Of the total amount, $55 million in 2026-27
is available to support existing state-level behavioral health programs, and the remaining
($119 million) is available to support CDPH Behavioral Health Services Act (BHSA)
population-based prevention programs, operations, infrastructure, and capacity.

Mobile Crisis Benefit. The final budget agreement includes $42.2 million General Fund one-
time in 2026-27 to support the extension of the mobile crisis response services benefit in the
Medi-Cal program through June 30, 2027.

Opioid Settlement Funds. The final budget agreement reflects the redirection of Opioid
Settlement Fund to offset General Fund supporting the non-federal share of expenditures on
Drug Medi-Cal-Organized Delivery System (DMC-ODS) services in the Medi-Cal program.
The final budget additionally reverts $19.6 million in Opioid Settlement Fund, originally
appropriated to HCAI in the 2023 Budget Act.

Commission for Behavioral Health Investments. The final budget rejects the
Administration’s proposed reduction in funding and maintains $20 million for the Innovation
Partnership Fund in 2026-27. The final budget additionally rejects the proposed elimination
of $6.7 million for the Community Advocacy Program in 2026-27.

Children and Youth Behavioral Health Initiative. The final budget provides $2 million in
2026-27 to support implementation of the Children and Youth Behavioral Health Initiative
(CYBHI).
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Behavioral Health Pilot Program. The final budget agreement provides $5 million General
Fund in 2026-27 to CenCal Health for a behavioral health pilot program to treat individuals
with severe schizophrenia or anosognosia.

Social Services Programs

IHSS Policy Changes. The final budget agreement rejects a series of policy changes proposed
by the Administration related to the In-Home Supportive Services (IHSS), including the elimination
of the IHSS backup provider system, the excess assessed hours cost shift to counties, and the
automatic termination of IHSS eligibility to align with Medi-Cal loss. Additionally, the final budget
defers the proposed IHSS for-profit organization provisions to the legislative policy process. The
final budget includes trailer bill language related to local IHSS collective bargaining withholding
provisions.

ABAWD County Administration. The final budget agreement includes $30 million General Fund
one-time and an additional $193 million General Fund one-time ($223 million total) for counties
to implement federal policy changes related to CalFresh. Recall, as a result of changes imposed
by H.R. 1, CalFresh Able-Bodied Adults Without Dependents (ABAWD) recipients are limited to
three countable months of benefits if recipients are not meeting the work requirements or do not
qualify for an exemption.

Diaper and Wipe Access. The final budget agreement includes $12.5 million General Fund one-
time to implement the HCAI Diaper Access Initiative and exempts contracts and contract
amendments from Public Contract Code requirements until June 30, 2028. The final budget
additionally provides $16.5 million General Fund to CDSS to distribute allocations to specified
organizations for diaper and wipe distribution to low-income families with infants or toddlers.

CalFood. The final budget agreement provides $108 million General Fund for the CalFood
program in 2026-27. This includes a one-time investment of $30 million General Fund for
emergency food banks and $70 million General Fund above the $8 million General Fund base.

Housing and Homelessness

Homelessness and Housing Assistance Program (HHAP). The final budget agreement
provides $900 million one-time for HHAP, $400 million more than the Governor proposed in the
May Revision. See the housing trailer bill summary for additional details.

Homeless Encampment Liaisons. The final budget includes a two-year limited term investment
of $6.2 million General Fund annually to sustain efforts addressing homelessness and
encampments on the state highway right-of-way. With this funding, Caltrans will be able to build
on progress made in addressing encampments and collaborative efforts with local governments,
social service providers, and state agency partners to link individuals to appropriate health and
human services and safe housing options.
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Miscellaneous

Fair Share for Big Corporations. The final budget agreement advances the Senate’s
proposed “Fair Share for Big Corporations” concept by requiring the Department of Finance
to provide options by March 2027 to hold large employers accountable for large shares of
their employees enrolled in the Medi-Cal program. Legislators will consider these proposals
as part of the 2027-28 budget process. See the Fair Share trailer bill summary for additional
details.

Digital Software Tax. The final budget agreement adopts the Administration’s proposed
application of sales and use tax to the sale of electronically delivered pre-written software,
beginning January 1, 2027.

Budget-Related Bills

Trailer bills of most interest to our local health departments are detailed below:

2026-27 Budget Bills of Interest

2026 Budget Act CHEAC Summary | AB 109
Amendments to 2026 Budget Act (Budget Bill Jr.) CHEAC Summary | SB 111
Health CHEAC Summary | SB 164
MCO Tax CHEAC Summary | SB 125
Fair Share for Big Corporations CHEAC Summary | SB 177
Revenue and Taxation CHEAC Summary | SB 122
Human Services CHEAC Summary | AB 152
Housing CHEAC Summary | AB 179
Updated as of June 30, 2026

Budget Resources

Budget Background

For additional information on the state budget process, we encourage CHEAC Members to
view the California Budget & Policy Center (CBPC) “Dollars & Democracy: A Guide to the
State Budget Process.” This primer provides a succinct overview of key processes, dates,
and participants in the California state budget. The resource can be viewed here.

Budget Links:

2026-27 State Budget: http://www.ebudget.ca.gov/

Newsom Administration Fact Sheet: https://www.gov.ca.gov/wp-
content/uploads/2026/06/California-2026-27-Final-Budget-Fact-Sheet.pdf



https://cheac.org/wp-content/uploads/2026/06/2026-Budget-Bill-Summary-AB-109.pdf
https://www.leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202520260AB109
https://cheac.org/wp-content/uploads/2026/06/2026-BB-Jr.-TBL-Summary-SB-111.pdf
https://www.leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202520260SB111
https://cheac.org/wp-content/uploads/2026/06/2026-Health-TBL-Summary-SB-164.pdf
https://www.leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202520260SB164
https://cheac.org/wp-content/uploads/2026/06/2026-MCO-Tax-TBL-Summary-SB-125.pdf
https://www.leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202520260SB125
https://cheac.org/wp-content/uploads/2026/06/2026-Fair-Share-TBL-Summary-SB-177.pdf
https://www.leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202520260sB177
https://cheac.org/wp-content/uploads/2026/06/2026-Rev-Tax-TBL-Summary-SB-122.pdf
https://www.leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202520260SB122
https://cheac.org/wp-content/uploads/2026/06/2026-Human-Services-TBL-Summary-AB-152.pdf
https://www.leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202520260AB152
https://cheac.org/wp-content/uploads/2026/06/2026-Housing-TBL-Summary-AB-179.pdf
https://www.leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202520260AB179
https://calbudgetcenter.org/resources/a-guide-to-the-california-state-budget-process/
http://www.ebudget.ca.gov/
https://www.gov.ca.gov/wp-content/uploads/2026/06/California-2026-27-Final-Budget-Fact-Sheet.pdf
https://www.gov.ca.gov/wp-content/uploads/2026/06/California-2026-27-Final-Budget-Fact-Sheet.pdf
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Senate Summary of the 2026 Budget Act: https://sbud.senate.ca.gov/system/files/2026-
06/budget-act-of-2026-summary-final.pdf

Assembly 2026 Budget Act Floor Report: https://abgt.assembly.ca.gov/system/files/2026-
06/floor-report-of-the-2026-27-budget-june-27-2026 _3.pdf

Next Steps. The 2026 Budget Act has been signed into law by Governor Newsom for the
fiscal year beginning July 1, 2027.

Lawmakers will continue work on remaining budget trailer bills over the coming weeks with
additional budget actions anticipated through August. CHEAC will continue to keep local
health departments apprised of any relevant budget actions during this time.

Questions. For questions on the items highlighted above or other budget-related inquiries,
please feel free to email admin @cheac.org for assistance.



https://sbud.senate.ca.gov/system/files/2026-06/budget-act-of-2026-summary-final.pdf
https://sbud.senate.ca.gov/system/files/2026-06/budget-act-of-2026-summary-final.pdf
https://abgt.assembly.ca.gov/system/files/2026-06/floor-report-of-the-2026-27-budget-june-27-2026_3.pdf
https://abgt.assembly.ca.gov/system/files/2026-06/floor-report-of-the-2026-27-budget-june-27-2026_3.pdf
https://www.gov.ca.gov/2026/06/29/signedbudget/
mailto:admin@cheac.org

