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With help from Angela Hart, Debra Kahn and Mackenzie Mays.

CLINIC CONCERNS: Gov. Gavin Newsom's drug-purchasing overhaul could run into
problems with Democratic lawmakers, reports POLITICO's Angela Hart.

A major piece of his plan shifts Medi-Cal pharmacy services away from managed care
systems. While that would potentially save the state hundreds of millions of dollars, it could
also undermine a core revenue source for hospitals and clinics serving the state's most
vulnerable populations.

Notably, Senate Health Committee Chairman Richard Pan is first to sound the alarm
and is threatening to work against the proposal if it results in losses for community clinics
and safety-net hospitals.

"We don't want state government  to save money by essentially taking money away from
safety net providers," Pan said. "If that's where the governor's savings is coming from, then
it's not really savings N it's just taking money away, when we all thought that when the
governor proposed lowering pharmaceutical costs, we were going to achieve that by
demanding lower prices from the manufacturers."

Clinics and hospitals obtain prescription drugs at a discount through the federal 340B
program and then charge Medi-Cal higher rates, relying the difference as a key revenue
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source to support other services. But Newsom's plan likely would cut those revenues to save
the state money, suggests Ben Johnson of the Legislative Analyst's Office.

The LAO has previously suggested that the Legislature provide a direct subsidy to
clinics and hospitals rather than having them rely on the 340B spread to support their
programs. More at POLITICO California Pro

A NEW ERA FOR POLITICO: We are thrilled to bring you a team of experts covering the
Capitol and state agencies with an eye towardhe fast-moving policy and political
developments you expect from POLITICO Pro. We're now located in our permanent office
across from the Capitol at 925 L Street, Suite 150. Our roster:

California editor: Kevin Yamamura, kyamamura@politico.com , @kyamamura
Health care reporter: Angela Hart, ahart@politico.com , @ahartreports
Environment and transportation reporter: Debra Kahn, dkahn@politico.com,
@debra kahn

Energy and utilities reporter:  Colby Bermel, cbermel@politico.com, @ColbyBermel
Education reporter: Mackenzie Mays, mmays@politico.com, @MackenzieMays
Playbook reporter:  Jeremy B. White, jwhite@politico.com , @JeremyBWhite

We've Launched the New POLITICO Pro: The POLITICO Pro platform has been
enhanced to give users a more intuitive, smart, and data-driven experience that
delivers personalized content, recommendations and intel tailored to the information
you need, when you need it.Experience the new Pro.

EDUCATION

WILL TAX AVERT STRIKE? Sacramento Mayor Darrell Steinberg is throwing his support
behind a 2020 ballot measure aimed at creating a new parcel tax he hopes will help stave
off a looming teacher strike, reports POLITICO's Mackenzie Mays.

"With a little good will and creativity , the parties can reconcile their mutual goals and
begin a new day for Sacramento's schools, its kids, and its teachers," harote in a Sunday
night blog post on his official website. "I am willing to help lead a parcel tax campaign with
the teachers union, the other district unions, parents, and the district in 2020 to raise real
money to invest in our schools sooner rather than later."
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SCUSD is expected to run out of money by November, facing a $35 million deficit that
could lead to a state takeover. Steinberg urged the union to call offa strike planned for May
22, following a one-day walkout last month, and seemed to favor the district, saying to
teachers, "declare victory and move on," citing a salary increase in negotiations.

"The vexing and maddening part  of the threatened strike and impasse is that there are no
savings to fight about," he said.

The teachers' union alleges that the district has not held up parts of its contract,
including healthcare savings that teachers sayshould've been put toward shrinking class
sizes and hiring support staff. They told POLITICO on Monday that the SCTA appreciated
the mayor's help in 2017, but that "reckless administrative spending and fiscal
mismanagement" doesn't nullify their contract. More at POLITICO California Pro

SCHOOL DATA: The Legislative Analyst's Office supports creating a central warehouse for
student data in California, but has concerns about Gov. Gavin Newsom's approach,
according to anew report issued Monday.

Education leaders for years have called for an integrated data system that spans the
preschool years through college to help the state determine which policies are most
successful. School data is housed in different silos, which makes it difficult to know whether
certain interventions in early childhood or elementary school can lead to better outcomes
later in life.

The Analyst's Ofbce backs the general idea , but it took issue with Newsom's plan to
form a new work group after lawmakers and education officials have "deliberated at length
on creating an integrated data system." It also questioned Newsom's request for $10 million
without giving the Legislature further oversight and wondered why the governor would not
involve the California Department of Technology.

The LAO recommends that the Legislature create a joint powers authority to develop and
maintain the education data system. It suggested that the initial data sets come from K-12,
California Community Colleges, University of California, California State University and the
Employment Development Department. And it prefers housing the data in a central
warehouse rather than creating a network of different data systems. More at POLITICO

California Pro
TRANSPORTATION

AMTRAK BUS LINE: California travelers who have wanted to take an Amtrak bus without
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stepping on a train may soon get their wish under a bill advancing to the Senate floor,
writes POLITICO's Debra Kahn.

Amtrak relies on buses to carry travelers  between cities that its three California ralil

lines don't connect, such as Los Angeles to Bakersfield over the Tehachapis or Emeryville to
San Francisco across the Bay Bridge. But Amtrak is prohibited from carrying customers

who don't also have a trainticket in hand, meaning that buses often operate well below
capacity.

The bill is opposed by Greyhound | the California Bus Association and several charter-
bus companies. California has maintained the prohibition for two decades after bus
companies argued that they should be protected from competitors subsidized by taxpayers,
according to a Senatebill analysis.

CA SB742 (19R) , by Senate Environmental Quality Committee Chairman Ben Allen (D-
Santa Monica), would remove that prohibition and allow Amtrak to enter into ticket-selling
agreements with public or private transit operators. More at POLITICO California Pro

ENVIRONMENT

LARGE LABOR V. LARGE HYDRO: Ten labor groups are opposing a controversial bill
that would exempt two Central Valley irrigation districts from the state's Renewables
Portfolio Standard, according to a position |letter sent out Monday, Kahn reports.

The State Building and Construction Trades Council , International Brotherhood of
Electrical Workers, California Labor Federation and other groups are taking a "strong
oppose" stance againstCA SB386 (19R)by state Sen. Anna Caballero (D-Salinas), which
would allow the Modesto and Turlock irrigation districts to use large-scale hydropower to
meet their renewable energy requirements under CA SB100 (17R)and previous RPS
targets. The requirements exclude such hydropower projects above 30 megawatts.

Environmental groups have mobilized againstit  , arguing that it would open the door to
further carve-outs in the state's renewable energy laws. S.B. 386 was amended last week to
remove another Central Valley water supplier, the Merced Irrigation District, from

receiving a similar exemption for its hydropower facility. The bill is on the Senate floor.

Unions cite the bill's potential effect  on renewable energy construction jobs, as well as its
weakening of state environmental policies. More at POLITICO California Pro
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Join POLITICO on Thursday, May 9, for two deep-dive conversations exploring
policy solutions to the barriers facing small-business owners and

entrepreneurs. We will talk with entrepreneurs and small-business owners about the
innovative policies federal, city and state leaders should pursue to support growth.
We also will get insights into what is moving on Capitol Hill and in federal agencies to
help businessowners and entrepreneurs succeed RSVP Today.

HEALTH CARE

KAISER BILL: A bill that would require Kaiser Permanente to disclose in greater detalil
health insurance premium rate increases cleared the Senate floor Monday,reports Hart.

CA SB343 (19R) by Sen. Richard Pan (D-Sacramento) passed the Senate 26-9 with little
discussion.

Pan argued brie3y on the Senate Roor that cost transparency could provide consumers
and employers with greater insight into premium increases and help curb rising health care
Ccosts.

Kaiser opposes the bill and has said new requirements would be difficult to meet given its
integrated health care system. Pan said Monday that he is open to "reasonable”
amendments to accommodate what he called "legitimate barriers" Kaiser would face. More
at POLITICO California Pro
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