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Executive Summary 
 
 
Overview.  The Governor’s second budget begins with a one-time surplus of $5.6 billion for 2020-21, 
largely as the result of continued revenue growth, but the following budget years are projected to barely 
break even.  The Governor’s budget would spend roughly $4 billion of the surplus on a long list of 
one-time or ongoing proposals—the Legislative Analyst’s Office (LAO) counted 140 distinct new 
proposals.  Larger proposals include a new $750 million homelessness program and a Medi-Cal 
eligibility expansion that would grow over time to cost $320 million annually.  Special education and 
other K-12 programs would see significant increases as well, largely within the Proposition 98 spending 
guarantee. Some vague proposals, such as a state generic drug label and a health care price-setting 
program, likely would have major fiscal implications, but the Administration has provided few details 
and no budget estimates. Despite its long list of new spending ideas, the Governor’s budget misses 
opportunities to address longstanding program challenges, such as poor access to services for the 
developmentally disabled, and to make further reductions in the state’s major pension and retiree 
liabilities.  With both the Governor and the nonpartisan LAO cautioning about a possible recession, the 
time to move ahead in these areas may be drawing short.  
 
Revenues Continue to Rise.  Compared to the budget signed in June 2019, General Fund tax 
revenues are higher by $2.6 billion in the current year and would rise by another $5.1 billion to reach 
nearly $154 billion in 2020-21. This would set a new record high that is 5.2 percent above the 2019 
Budget Act.  These revenue increases (which do not include the gas taxes authorized in 2017) indicate 
that the state did not need to raise taxes further on Californians to take care of our priorities.   
 
Expenditures Also Increase.  General Fund spending would reach nearly $150 billion in the current 
year, an increase of $2.0 billion from the 2019 Budget Act, and would rise again to reach $153 billion in 
2020-21.  Spending from all state funds would reach $222 billion in 2020-21, compared to $215 billion 
in the 2019 Budget Act.  The Governor asserts that 79 percent of the new spending is for one-time 
purposes, though that claim has not yet been evaluated. Major new expenditure proposals include 
homelessness efforts ($750 million), housing tax credits ($500 million), special education ($250 million), 
and emergency response ($120 million). 
 
Combined Reserves Would Reach $21 Billion.  The state’s Rainy Day Fund (Proposition 2 of 2014) 
would grow to $18 billion by the end of 2020-21.  Three other reserve accounts would combine to 
create overall reserves of $21 billion, or 13.7 percent of revenues.  
 
Longstanding Problems Still Not Fixed.  Despite starting another year with a significant surplus, the 
Governor’s budget fails to propose meaningful solutions to longstanding challenges such as poor 
access to services for the developmentally disabled and for people already enrolled in Medi-Cal.   
 
Homelessness. The Governor’s budget includes over $1 billion in funding and new policy changes 
directed at the state’s homelessness crisis. The largest proposal would spend $750 million to create a 
new homelessness fund within the Department of Social Services, intended to be distributed to non-
profits for a variety of possible uses.   
 
Housing. The Governor’s budget proposes $500 million General Fund within the Tax Credit Allocation 
Committee for the state housing tax credit program, which works in conjunction with two federal tax 
credit programs to reduce a project’s funding gap. The budget also provides more than $1.3 billion from 
previously authorized bond programs for various housing programs, including infill infrastructure grants, 
the Multifamily Housing program, and housing purchase assistance for veterans. The budget misses an 
opportunity, however, to seek broader reforms. 
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Independent Contractor Restriction (AB 5) Enforcement. The budget proposes a total of 
$21.7 million to implement and enforce last year’s Assembly Bill 5 (Gonzalez), which imposes a 
three-prong test on employers when determining whether an employee can be classified as an 
independent contractor. The funds would be spent investigating claims, training employers and state 
staff, and prosecuting cases. It is unfortunate that the Governor proposes funds to enforce this ill-
advised law rather than seeking much-needed reforms.  
 
Emergency Preparedness and Response Funding.  The budget proposes to provide CalFire 
$120 million General Fund in 2020-21 ($150 million ongoing) for additional resources during peak fire 
season. The budget would also allocate $9 million ($8.8 million General Fund) and 22 positions across 
multiple departments to begin implementation of the Wildfire Forecast Center to enhance the state’s 
emergency response and recovery capabilities. 
 
The proposed budget also includes $110 million (General Fund, Greenhouse Gas Reduction Fund, and 
federal funds) to implement the Wildfire Mitigation Financial Assistance Program, which would 
encourage hardening of homes, businesses, and public buildings and also facilitate vegetation 
management and defensible space activities. 
 
Community Resilience and Public Safety Power Shutoffs (PSPSs).  The Governor’s budget 
proposes $50 million in new one-time spending to expand on last year’s investment in communities that 
are vulnerable to wildfires and thus may be subject to PSPSs.  The funds would support a matching 
grant program to harden vulnerable local resources, including schools, county election offices, and food 
storage reserves.  This funding would provide an important stopgap, but the long-term solution must 
improve forest management practices and ensure the utility companies maintain their infrastructure 
responsibly. 
 
Medi-Cal Coverage for Undocumented Seniors. The Governor’s 2020-21 budget includes 
$64 million General Fund to expand full-scope Medi-Cal coverage to an estimated 27,000 income-
eligible seniors (age 65 and up) who are living in the state illegally. Full implementation costs are 
expected to grow to $320 million General Fund by 2022-23. Medi-Cal currently covers about 250,000 
low-income undocumented children under age 18 (at a cost of roughly $300 million annually) and is in 
the process of covering an estimated 105,000 undocumented young adults ages 19-25 (at an estimated 
cost of $232 million annually).  
 

Price Controls and State-Financed Manufacturing of Prescription Drugs. The Governor’s budget 
includes two financially and constitutionally questionable proposals that attempt to lower prescription 
drug prices. First, the Governor proposes to contract and finance the manufacturing of certain generic 
drugs for use by the state and other participants. Second, the administration proposes to set the market 
price for the drugs purchased by Medi-Cal, CalPERS, Covered California, and potentially other 
purchasers. The Governor’s budget provides no further details on these proposals and does not score 
any costs or savings at this time. 
 

New Tax on Vaping, and a Ban on Flavored Nicotine. The Governor proposes a tax of $2 per 
40 milligrams of nicotine on vaping products beginning January 1, 2021. This tax will be on top of all 
existing sales and excise taxes on E-cigarettes and is estimated to raise $32 million in 2020-21. It 
would be used for youth usage prevention, enforcement, and health care workforce programs. In 
addition, the Governor wants to ban sales of all flavored nicotine products by January 1, 2021, which 
would decrease sales and excise tax revenue by an unknown amount.  
 
Rates for Developmental Services. Despite a study released last year indicating that the 
developmental services system was underfunded by approximately $1.8 billion, the Governor’s Budget 
does not significantly address rate reform and only increases rates for Early Start services for children 
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aged 0-3. The system suffers from grossly inadequate rates for providers and a confusing and often 
inequitable method of determining rates. The budget largely ignores these rate issues. The budget 
does include $78 million to create a Performance Incentive Program, intended to encourage quality, 
reduce disparities, and improve data collection.   
 
Proposition 98 Education.  Proposition 98 funding for K-14 education would grow from $81 billion in 
2019-20 to $84 billion in 2020-21.  Proposition 98 spending per pupil would increase by 5 percent to 
approximately $12,600, and per-pupil spending from all sources increases by 3 percent to $18,000.  
Additional Proposition 98 augmentations include a $1.2 billion base increase for the Local Control 
Funding Formula (LCFF) and a $110 million net deposit into the public school reserve account.  
 
Revision to Special Education.  The Governor’s budget proposes a three-phase, multi-year effort to 
improve special education finance, services, and student outcomes.  For the 2020-21 fiscal year, the 
budget proposes a new base formula funded with the initial $645 million provided in the 2019 Budget 
Act.  In addition to the proposed base rate formula change, the Budget proposes and additional 
$250 million ongoing Proposition 98 General Fund based on the number of children ages 3 to 5 with 
exceptional needs served.  
 
Educator Recruitment and Professional Development.  The Governor proposes $900 million in 
Proposition 98 General Fund to expand and increase K-12 teacher and administrator preparedness 
through workforce development, residency, and credentialing programs.  
 
Community Schools.  The Governor proposes $300 million in one-time Proposition 98 General Fund 
to establish Community School grants.  These grants will allow local education agencies to develop 
partnerships with their local community providers and implement programs that are aligned with the 
community school model.  These programs include wrap-around services, intensive health, mental 
health, and social services as well as early screening and intervention. 
 
Opportunity Grants.  The Governor proposes $300 million one-time Proposition 98 General Fund for 
Opportunity Grants.  These grants are intended to assist the state’s lowest-performing schools and 
districts in addressing root causes for persistent low performance.  
 
School Nutrition.  The Governor proposes $60 million Proposition 98 General Fund to increase state 
funding for school nutrition.  Additionally, the Budget proposes $10 million Proposition 98 General Fund 
to provide training for school food service workers, and another $10 million in non-Proposition 98 
General Fund for the California Department of Food and Agriculture to establish a Farm to School 
Grant Program.  
 
Full-Day Preschool Slots. The Governor’s budget includes $32 million non-Proposition 98 General 
Fund to provide an increase of 10,000 full-day preschool slots for non-local educational agencies 
starting April 1, 2021. The budget also includes $96 million non-Proposition 98 General Fund to 
annualize the 10,000 full-day State Preschool slots for non-local educational agencies beginning 
April 1, 2020. 
 
Taxpayer Funds for Union Organizing.  The budget also includes $8.5 million General Fund for costs 
to implement child care organizing through new staff efforts at several state departments.     
 
University Funding Increases.  The California State University (CSU) would see an increase of 
approximately $247 million in ongoing General Fund, and $6 million in one-time funding.  Ongoing 
funding includes $199 million (5 percent) increase in base resources.  The CSU would have some 
flexibility to make spending decisions but would be expected to pay operations costs, expand student 
access, and continue support for the Graduation Initiative of 2025.  
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The Governor’s budget increases ongoing General Fund for the University of California (UC) by 
$219 million and provides a total of $56 million for one-time UC initiatives. Ongoing funding includes 
$169 million (5 percent) increase in base resources, and similar to the CSU, the Governor does not tie 
this increase to a specific purpose.  However, the Administration expects the UC to continue focusing 
on college affordability, improving degree completion, and narrowing achievement gaps. Additionally, 
though it sets no specific UC enrollment target, the Administration expects UC to further increase 
resident undergraduate enrollment in 2020-21 and 2021-22.  
 
The remaining ongoing UC increases are for various programs, including UC Riverside’s School of 
Medicine and UC San Francisco’s Fresno branch campus. The largest one-time proposal would 
develop a UC Davis-administered grant program for animal shelters at a cost of $50 million.  
 
Community College Increases.  The Governor proposes an increase of $296 million Proposition 98 
General Fund for ongoing spending for the California Community Colleges, including funds for 
enrollment growth, cost of living, and apprenticeship programs, among other programs.  
 
Climate-Related Bond Proposed.  The Administration is proposing a $4.75 billion Climate Resilience 
Bond, which, if approved by voters, would designate 80 percent of the funds to address near-term risks 
(floods, drought, and wildfires), while the remaining funds would be used to address long-term climate 
risks (sea level rise and extreme heat).   
 
Small Business Tax Relief.  The budget proposes a first-year exemption from the $800 minimum tax 
paid by limited liability companies, limited partnerships, and limited liability partnerships, consistent with 
corporations in California. These changes would reduce state revenues by $100 million General Fund 
annually, and would be subject to annual authorization.  Small businesses are struggling in the state’s 
high cost and over-regulated environment, and this proposal is a step in the right direction in mitigating 
the high tax bill some small businesses face.  
 
Fine and Fee Revenue Shortfalls Jeopardize Core Public Safety Programs.  The Governor’s 
budget would allocate $145 million across several departments to backfill decreasing revenues from 
fines and fees imposed through the criminal justice system.  Fines were originally intended to deter bad 
behavior, but the system ultimately evolved into a cash cow for state and local governments.  The time 
has come to update the system and secure the fiscal stability of the core public safety programs it 
funds. 
 
Trial Court Funding Increase.  The budget includes $178 million in new funding for the trial courts, 
including $97 million to offset inflationary cost increases, $35 million to backfill declining fine and fee 
revenues received by the courts (see preceding paragraph), and $46 million to bring underfunded 
courts closer to parity with fiscally healthier courts.  These augmentations build on recent efforts to fully 
fund the courts and improve access to justice.  Notably, however, the Governor’s budget fails to include 
funding for new judgeships.  According to a November 2019 Needs Assessment, another 173 trial court 
judgeships are needed in 19 courts throughout the state to address existing caseloads. 
 
Probation Reform Proposal Could Curb Recidivism, but Includes Risky Provisions.  The 
Governor’s budget proposes $210 million over the next four years to help local probation departments 
reduce their banked caseloads and provide programs and services to more misdemeanants.  This 
approach could interrupt the cycle of crime for some low-level offenders before their criminal behavior 
escalates, thus reducing recidivism.  However, the proposal would also decrease the maximum length 
of a probation term and includes a vague provision to establish “earned discharge” for probationers.  
Although few details have been provided to date, this sounds very similar to the “good-time credit” 
provisions included in the 2011 Public Safety Realignment.  If this is indeed the model for earned 
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discharge, then it would undermine judicial discretion and the collaborative process upon which 
probation depends.  
 
Cannabis Regulatory and Tax Reform.  The Governor proposes to create a single Department of 
Cannabis Control to perform licensing and enforcement over the cannabis industry.  This will remove 
these functions from the Department of Food and Agriculture, Department of Public Health, and the 
Department of Consumer Affairs. The Governor also proposes to shift the collection of the cannabis 
excise tax from distributors to retailers, resulting in a revenue loss of between $30 million to $70 million 
in 2020-21, but increasing revenues in subsequent years by approximately $25 million. While the 
proposed shift would lead to a loss of revenue initially, it would streamline the methodology and tax 
collection process, improving administrative oversight by the California Department of Tax And Fee 
Administration and simply the process for the cannabis industry. 
 
Expands Authority for Department of Business Oversight.  The budget proposes to change the 
Department of Business Oversight’s name to the Department of Financial Protection and Innovation, 
and would expand its regulatory authority to include, among other activities, licensing and examining 
new industries that may not be regulated and imposing additional fees. 
 
Cap and Trade Expenditure Plan.  The Governor’s budget proposes a $965 million Cap and Trade 
Expenditure Plan. The plan includes $208 million for CalFire to implement forest health projects, fire 
protection enhancements, and 2019 fire safety legislation. Additional spending includes continued 
support to several existing ongoing programs such as Healthy Soils and Methane Reduction.  
 
Transportation Infrastructure and Automatic Gas Tax Increases.  Although transit ridership 
continues to decrease, the Governor proposes spending $5 billion on public transit and rail 
infrastructure and $1.1 billion on active transportation projects over the next five years.  Gas taxes and 
vehicle fees, which begin automatically adjusting for inflation on July 1, 2020, would fund these 
projects.  These annual automatic tax and fee increases are estimated to add $589 million in costs to 
motorists in 2020-21, raising Californians’ already-high cost of living even further. 
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Tax Revenues 
 
Key Points 

 Higher Revenues, Slowing Growth. General Fund taxes would reach $154 billion in 2020-21, but 
growth is projected to gradually slow after that.  

 Potential Recession Effect.  The Governor and the Legislative Analyst’s Office both warn that a 
recession could lower revenues by tens of billions of dollars over a few years. 

 Modest Tax Relief for Some Small Businesses.  The budget proposes a first-year exemption 
from the $800 minimum franchise tax paid by some small businesses, a welcome though modest 
proposal to lower costs for businesses.  

 Targeted Taxes or Fees Proposed.  The budget proposes to revise or raise taxes or fees in 
targeted areas, including cannabis, vaping products and nursing homes, and to provide revenue 
authority to a new board overseeing toxic substances.  

 
Higher Revenues, Slowing Growth.  Compared to the budget signed in June 2019, General Fund tax 
revenues are higher by $2.6 billion in the current year and would rise by another $5.1 billion to reach 
nearly $154 billion in 2020-21. This would set a new record high that is 5.2 percent above the 2019 
Budget Act.  These revenue increases (which do not include special funds such as gas tax revenues) 
indicate that the state did not need to raise taxes further on Californians to take care of our priorities.  
However, following revenue growth of 3.4 percent year-over-year in 2020-21, the Department of 
Finance projects growth slowing steadily to 2.0 percent by 2023-24.  A repayment of $1.8 billion from 
the federal government for wildfire costs is expected to raise revenue on a one-time basis in 2019-20.   
 
Governor and LAO Both Caution Against Recession.  The Governor’s revenue forecast is similar to 
the projections published by the Legislative Analyst’s Office (LAO) in November 2019, though the LAO 
projects lower revenue in 2019-20 and slightly higher growth rates through 2023-24, as shown in the 
chart on the next page. Both the LAO and the Governor caution about a possible recession, and the 
LAO forecast an example scenario in which a recession begins in 2020-21.  The chart compares 
revenues under the two LAO scenarios and the Governor’s forecast.  In the LAO’s recession scenario, 
revenues would drop a combined $47 billion below the Governor’s estimates for a four-year period from 
2020-21 to 2023-24.  The Governor did not provide specific revenue estimates for each year of a 
recession scenario, but he noted that a moderate recession would reduce revenue by $70 billion over 
three years.  
 
Modest Tax Relief for Some Small Businesses.  The budget proposes a first-year exemption from 
the $800 minimum franchise tax paid by limited liability companies, limited partnerships, and limited 
liability partnerships, consistent with corporations in California. These changes would reduce state 
revenues by $100 million General Fund annually, and would be subject to annual authorization.  Small 
businesses are continually challenged by the state’s high-cost and over-regulated environment, and 
this proposal is a step in the right direction in mitigating the tax bills some small businesses face.   
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Targeted Taxes or Fees Proposed.  The budget proposes to revise or raise taxes or fees in the 
following targeted areas, which are discussed further in their respective sections of this report: 

 New Vaping Tax. The Governor proposes a tax of $2 per 40 milligrams of nicotine in vaping 
products beginning on January 1, 2021. This tax will be on top of all existing sales and excise 
taxes on E-cigarettes, and is estimated to raise $32 million in 2020-21. In addition, the Governor 
proposes to ban all flavored nicotine products by January 1, 2021, which would result in an 
unknown reduction to sales and excise tax revenues.  

 Cannabis Tax Reform.  The Governor proposes to shift the collection of the cannabis tax from 
distributors to retailers, resulting in a revenue loss of between $30 million to $70 million in 
2020-21, but increasing revenues in subsequent years by approximately $25 million. The 
proposed shift would streamline the methodology and tax collection process, potentially 
improving administrative oversight.  

 Toxic Board Fee Authority. The budget proposes new fee authority for a new five-member 
board at the Department of Toxics and Substance Control.  Few details are available, but the 
Administration indicates the change would require a two-thirds vote.  

 Nursing Home Provider Fee.  The Medi-Cal program’s existing nursing home provider fee will 
expire in August 2020.  Senate Republicans have supported this fee in the past, but renewal is 
likely to require a two-thirds vote.   

 
Automatic Gas Tax Increase. The existing gas tax authorized by Senate Bill 1 (Beall, 2017) requires 
automatic increases beginning July 1, 2020. These are estimated to cost drivers $589 million more in 
the budget year, as discussed in the Transportation section, leading to more than $5 billion in total gas 
and car taxes per year that are part of the state’s “special funds” budget.  Sacramento Democrats have 
launched new General Fund programs and major expansions totaling billions of dollars in costs since 
the gas tax was enacted.   
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Expenditures 
 
Key Points 

 Discretionary Spending Includes Significant One-Time and Ongoing Uses.  Major new 
discretionary spending proposals include $2.7 billion in one-time uses and $1.8 billion in ongoing 
spending.  

 Longstanding Problems Still Not Fixed.  Despite record spending, the majority party has chosen 
not to fully fix longstanding problems like poor access to services for the disabled.  

 Spending Cut “Trigger” Delayed.  The budget would delay the questionable “trigger” for nearly 
$2 billion in spending cuts on various programs by 18 months.   

 Surpluses Appear Short-Lived.  The budget process started with a one-time budget surplus of 
$5.6 billion, prior to spending decisions, but break-even budgets or deficits are forecast to return 
soon, even without a recession.   

 
New Record Expenditures.  General Fund spending would reach nearly $150 billion in the current 
year, an increase of $2.0 billion from the 2019 Budget Act, and would rise again to reach $153 billion in 
2020-21.  Spending from all state funds would reach $222 billion in 2020-21, compared to $215 billion 
in the 2019 Budget Act.  The increase in current year spending is attributable mostly to automatic 
education spending adjustments that result from higher tax revenues and to a new collective bargaining 
agreement for corrections officers.  
 
The table below summarizes state spending by government agency and the changes compared to the 
2019 Budget Act.  
 

Agency

Budget Act

2019-20

Revised 

2019-20

January 

Budget

2020-21

2019-20 

Change from 

Budget Act

2020-21 

Change from 

Budget Act

Legislative, Judicial, Executive $5,336 $5,909 $4,520 $573 -$816

Business, Consumer Services, Housing 1,438 1,465 348 27 -$1,090

Transportation 304 287 240 -17 -$64

Natural Resources 3,680 3,812 3,812 132 $132

Environmental Protection 193 672 140 479 -$53

Health and Human Services 41,929 41,893 47,454 -36 $5,525

Corrections and Rehabilitation 12,783 13,432 13,387 649 $604

K-12 Education 58,309 58,675 59,639 366 $1,330

Higher Education 17,502 17,490 17,509 -12 $7

Labor and Workforce Development 137 186 159 49 $22

Government Operations 1,286 1,839 1,413 553 $127

General Government/Other 4,884 4,088 4,462 -796 -$422

Total, General Fund Expenditures $147,781 $149,748 $153,083 $1,967 $5,302

  Percentage Change from 2019 Budget Act 1.3% 3.6%

General Fund Expenditures by Agency
(Dollars in Millions)

 
 
Surplus Spent on Mix of Ongoing and One-Time Uses.  The Governor and Legislative Analyst’s 
Office (LAO) estimate similar one-time surpluses of $5.6 billion and $5.9 billion, respectively.  The 
Governor proposes about $2.7 billion in one-time spending, $1.4 billion in ongoing spending (which 
grows to more than $1.7 billion when fully phased in), and $1.6 billion for the discretionary reserve.   
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The $2.7 billion in proposed one-time uses include a long list of smaller items of $100 million or less, as 
well as the following larger proposals:  

 $750 million for a new homelessness program 

 Over $500 million for infrastructure projects in various departments 

 $250 million to seed a new Climate Catalyst Fund  

 $235 million to accelerate a previously planned pension liability payment into 2020-21  

 
The roughly $1.4 billion in ongoing General Fund spending, which would ramp up to over $1.8 billion 
annually, includes: 

 $368 million in base increases for the two university systems. 

 $320 million annually, upon full implementation, to provide full Medi-Cal benefits to 
undocumented seniors. (The initial half-year cost in the 2020-21 budget is $64 million.) 

 $198 million for the Medi-Cal Healthier California for All program. 

 $150 million for emergency response staffing and resources. 

 
Other Spending Also Rises.  While the General Fund typically dominates budget discussions, federal 
and other funds play a much more significant role today than in past decades.  Total spending from 
state funds would reach $222 billion in 2020-21, an increase of $7 billion or 3.1 percent from the 2019 
Budget Act.  As shown in the table below, the General Fund accounts for only 46 percent of total 
spending. State “special” funds, such as the gas tax, account for 21 percent of the total budget, while 
federal funds now make up 33 percent.   
 

Agency

General 

Fund

Other State 

Funds

Federal 

Funds Total Funds

Agency as 

Percent of 

Total Funds

Legislative, Judicial, Executive $4,520 $4,469 $1,471 $10,460 3.2%

Business, Consumer Services, Housing 348 $2,106 $228 2,682 0.8%

Transportation 240 $18,456 $5,461 24,157 7.3%

Natural Resources 3,812 $2,861 $291 6,964 2.1%

Environmental Protection 140 $3,787 $369 4,296 1.3%

Health and Human Services 47,454 $23,779 $78,036 149,269 45.3%

Corrections and Rehabilitation 13,387 $3,130 $118 16,635 5.1%

K-12 Education 59,639 $1,969 $8,219 69,827 21.2%

Higher Education 17,509 $614 $5,584 23,707 7.2%

Labor and Workforce Development 159 $880 $6,756 7,795 2.4%

Government Operations 1,413 $359 $25 1,797 0.5%

General Government/Other 4,462 $6,702 $493 11,657 3.5%

Total Expenditures $153,083 $69,112 $107,051 $329,246 100.0%

Percent of Total 46% 21% 33%
   

2020-21 All Fund Expenditures by Agency
(Dollars in Millions)

 
 
Federal Funds Risk.  The state continues to rely heavily on the federal government for its budget.  The 
Medi-Cal program receives the largest share of federal funds by far.  Over $78 billion, or 73 percent, of 
the state’s $107 billion in federal funds flows to health and human services programs.  The risk that 
California would lose federal funds appears heightened under the federal Trump administration.  For 



Senate Republican Fiscal Office  Page 11 
 

example, the state is currently unlikely to obtain approval to continue its managed care organization tax 
and related federal spending, and the Governor’s budget only assumes approval in 2021 or later.    
 
Longstanding Problems Still Not Fixed.  Despite significant new spending in this and recent budgets, 
the Governor and legislative Democrats have not committed to fixing longstanding challenges with 
priority programs.  For example, as discussed further under the Developmental Services section, a 
2019 study showed that services for the disabled are being shortchanged by $1.2 billion General Fund 
per year.  The 2019-20 budget provided only an annualized $250 million General Fund for rate 
increases, which are forecasted to be suspended at the end of June 2023.  The state also has 
long-recognized problems with access to actual care for Medi-Cal enrollees and a shortage of judges in 
courts, which delays access to justice.  Instead of fixing these problems, the Governor’s budget 
proposes such actions as expanding Medi-Cal eligibility further to undocumented residents and 
providing over $600 million in state worker pay increases.  
 
“Trigger” Cuts Delayed but Not Eliminated.  In order to curtail future spending to align with lower 
revenue growth, the 2019 Budget Act authorized “trigger” cuts for nearly $2 billion in program spending, 
including $861 million in Medi-Cal payment rates, $258 million for In-Home Supportive Services hours, 
and $253 million for developmental services payment rates.  The Governor’s budget now proposes to 
delay the trigger date by 18 months, from December 31, 2021 to June 30, 2023.  Spending for these 
programs would automatically trigger off as of that date unless revenue projections indicate the state 
could sustain all of its programs without other reductions. The Governor’s current forecast assumes that 
these funds will in fact be suspended.   
 
Failing to eliminate these planned trigger cuts puts the Governor in the unusual position of both 
proposing $1.7 billion in new program expansions starting in 2020-21 while already forecasting 
spending cuts in 2023-24.  Suspending payment rates for Medi-Cal and developmental services would 
amount to significant cuts to providers in those programs. Medi-Cal and Developmental Services in 
particular have long-recognized challenges with access to care due in part to low payment rates, which 
the suspensions would only make worse.  The Governor and legislative Democrats did not offer a 
rationale for why these programs were selected for suspension.  In contrast, the Governor did not 
include a suspension provision for state employee raises or for the new expansion of full Medi-Cal 
benefits to undocumented residents.   
 
Deficits Would Return Without Trigger Cuts.  As revenue growth slows and expenditures continue to 
rise, the multiyear forecast shows break-even budgets in 2021-22 and 2022-23, followed by a 
$388 million operating surplus in 2023-24 that relies on the cut trigger being pulled.  Without the cuts, 
2023-24 would see an operating deficit of potentially $1.8 billion (following growth in the size of the 
trigger cuts), even without a recession.  
 
This outlook is particularly concerning considering that the current economy is producing record-high 
revenue and relatively low enrollment in state welfare programs.  An economic recession would not 
only reduce revenue, it would also drive up enrollment and costs in safety net programs, thus 
squeezing the budget on both the revenue and expenditure sides.   
 

 
 

 
 
 



Senate Republican Fiscal Office  Page 12 
 

Budget Reserves 
 
Key Points 

 Record Balance for Rainy Day Fund.  Rainy Day Fund balance would reach a record 
$18.0 billion, or nearly 12 percent of revenues. 

 Additional Funds Contribute to Record Reserves.  Various additional reserves totaling more 
than $3 billion would create a combined $21 billion from all reserve funds.  

 Infrastructure Spending in Following Years.  Infrastructure spending would begin in 2021-22 
after Rainy Day Fund reaches cap.   

 
In November 2014, California voters overwhelmingly approved Proposition 2 to establish a general 
Rainy Day Fund (RDF), a public school reserve, and requirements for debt repayments and 
infrastructure spending. Proposition 2 also establishes a constitutional limit of 10 percent of General 
Fund tax revenues deposited into the RDF, and limits the amounts and purposes for withdrawing funds.  
The state also has a discretionary reserve account, more formally known as the Special Fund for 
Economic Uncertainties, as well as a Safety Net reserve, which the Legislature established in 2018-19. 
The table below summarizes the Governor’s budget forecast for these reserves and spending amounts.   
 

 

Reserve Balances and Proposition 2 Spending

Dollars in Millions

 2020-21 2021-22 2022-23 2023-24

Prop. 98 School Reserve $487 $487 $487 $487

Safety Net Reserve $900 $900 $900 $900

Discretionary Reserve $1,641 $1,719 $1,767 $2,155

Total Reserves at End of Year $21,005 $21,811 $22,200 $22,940

Infrastructure Spending (When RDF 

Balance Exceeds 10% of Revenues)
$0 $1,028 $1,240 $1,146

Source: Department of Finance, January 2020

Note: All estimates assume there are no budget shortfalls that would allow other uses of Rainy 

Day amounts to maintain spending. 

Debt Repayments $1,959 $1,756 $1,581 $1,498

Rainy Day Fund (RDF) $17,977 $18,705 $19,046 $19,398

 
 
 
Record Balance for the Rainy Day Fund.  The total RDF balance of nearly $18 billion would be 
11.9 percent of General Fund revenues.  However, the balance resulting from mandatory deposits 
under Proposition 2 would reach only 9.8 percent of revenues, just under the constitutional cap of 
10 percent.  The 2019 Budget Act adopted the legal view that voluntary deposits made during Governor 
Brown’s administration do not count toward that limit, an opinion shared by Legislative Counsel. Thus, 
the January budget includes the full deposit of nearly $2.0 billion into the RDF that Proposition 2 
requires, rather than diverting deposits toward infrastructure spending.  
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State Proposition 98 Reserve Adjustments.  The 2019 Budget Act reflected, for the first time, a 
deposit to the Proposition 98 reserve authorized by Proposition 2.  Several criteria for making deposits 
to this reserve include capital gains taxes that exceed 8 percent of overall revenues, the repayment of 
previous school “maintenance factor” obligations, and certain measures for Proposition 98’s “Test 1” 
and “Test 2.”  The Governor’s budget adjusts this reserve according to the constitutional formula to a 
balance of $487 million in 2020-21, which would be somewhat lower than the revised 2019-20 balance 
of $524 million.  
 
Additional Reserves Push State to New Record.  Besides the RDF and the Public School reserve, 
both of which are required under Proposition 2, the state has two other reserve balances:  

 Discretionary Reserve.  More formally known as the Special Fund for Economic Uncertainties, 
this reserve reflects the General Fund balance remaining after expenditures and a set-aside for 
accounts payable.  It essentially functions as a discretionary reserve and would have a balance 
of $1.6 billion for 2020-21.  

 Safety Net Reserve.  The Governor’s budget would maintain the $900 million balance in this 
reserve, first established by the Legislature in 2018-19, with no additional deposits.  

 
Altogether, the state’s reserve balances would total $21.0 billion, a record high in dollar terms. Because 
of revenue revisions in 2019-20, the current year would reach reserves of 13.8 percent of revenue, 
slightly higher than the 13.7 percent that the 2020-21 total represents.  
 
Infrastructure Spending Projected for 2021-22.  Under the Governor’s budget projections, the RDF’s 
mandatory balance would reach the constitutional cap of 10 percent of revenue in 2021-22.  At that 
point, the state would begin spending funds on infrastructure rather than making additional deposits into 
the RDF. The Governor’s budget forecasts infrastructure spending in excess of $1 billion in each of the 
last three years of the forecast.  
 
Debt Reduction to Focus on Pensions and Retiree Health.  The nearly $2.0 billion debt payment 
required by Proposition 2 for 2020-21 would go toward reducing state pensions for teachers and other 
employees, as well as to reducing retiree health liabilities.  The Governor plans to use all debt reduction 
payments in this forecast for these purposes as well, since the 2019 Budget Act eliminated past 
budget-balancing borrowing.  These debt payments are discussed further on page 58.  
 
Avoiding a Sales Tax Reduction Trigger?  The use of the Safety Net Reserve could prevent a sales 
tax reduction required by current law if the Special Fund for Economic Uncertainty fund balance 
reaches a certain level. It is possible a sales tax reduction could be triggered in the near future if state 
revenues continue to rise, but the Democrats’ extra reserve account, first created in 2018-19, could 
deprive heavily taxed Californians of this potential tax savings. 
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Homelessness 
 
Key Points 

 Increase in California but Decline in Rest of Nation. Homelessness in California increased by 
21,306 people in 2019, or 16.4 percent from 2018, while the rest of the nation declined slightly. 

 New Grant Program May Confuse Overall Efforts.  The budget includes $750 million General 
Fund for a new homelessness grant program, but this may undercut other recent efforts by shifting 
to yet another bureaucratic process and new set of program requirements.  

 State Property, Trailers, and Tents for Short-Term Shelter. The Governor will direct several 
state agencies to identify state property, including an assessment of vacant hospitals and fair 
grounds for short-term shelter, as well as supply camp trailers and modular tent structures for 
temporary housing and delivery of services. 

 Medi-Cal to Invest in More Whole Person Care.  The administration proposes changes to 
Medi-Cal to provide short-term housing, better case management, and focused behavioral health 
treatment services.  

 
Addressing the challenges facing the state’s homeless population will require a broader, 
community-wide response that engages every level of government. Recently released data from the 
U.S. Department of Housing and Urban Development indicates the homeless population has increased 
16.4 percent over 2018, for a total of 151,278 homeless individuals in California in 2019.  California has 
the distinction of reporting a major increase, even though the rest of the states combined showed a 
small decrease. The chart below includes data from the U.S. Department of Housing and Urban 
Development from 2007 to 2019. As the chart shows, California’s homeless population was on a 
downward trajectory, but beginning in 2015, the state began to see annual increases. For the rest of the 
U.S. however, the homeless population has been decreasing since 2012 (with the exception of 2018, 
which showed a slight increase). Unfortunately, the thousands of dollars spent per homeless individual 
over the last three years has done little to improve the state’s situation. 
 

 
Source: U.S. Department of Housing and Urban Development  
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Administration Releases Ambitious Executive Order. The Administration released an Executive 
Order on January 8, 2020 to combat homelessness. The Executive Order does the following: 

 Creates a multi-agency state strike team led by the Homeless Coordinating and Financing 
Council.  

 Immediately establishes the California Access to Housing and Services Fund within the 
Department of Social Services, as described in the section below.   

 Tasks the Department of General Services, Caltrans, the Office of Statewide Health Planning 
and Development, and the Department of Food and Agriculture with identifying excess state 
land, state facilities, properties adjacent to state highways and roads, and fairgrounds that can 
be used by local partners for short-term housing by January 31, 2020. 

 Directs the Department of General Services to supply 100 travel trailers from the state fleet and 
the Emergency Medical Services Authority to supply modular tent structures to provide 
emergency housing and social services in communities throughout the state by 
September 30, 2020. 

No Funding For Homeless Emergency Aid Program. Homeless prevention and intervention is a 
health and social crisis that will take support from both public and private partners to address, yet the 
Governor’s budget does not include funding for the Homeless Emergency Aid Program (HEAP), 
established in the 2018-19 budget and intended to provide funding and flexibility to local governments 
to address homelessness. In lieu of providing funding to the HEAP program, the Governor is proposing 
General Fund for a different program with a new set of requirements. The last three budgets have 
provided nearly $2 billion to support local government efforts to build both temporary shelter beds and 
transitional housing, as well as expanding homeless prevention activities. Cities and counties across 
the state have increased coordination and cooperation with local partners.  
 
Senate Republicans supported these efforts and were encouraged to see a commitment between the 
state and our local partners. However, the Governor’s 2020-21 homelessness proposal eliminates 
ongoing funding for capital improvements and expanded services targeted at addressing 
homelessness, which counties and their partners have invested time and resources to implement, 
increasing uncertainty for ongoing support for this vital program. 
 
Budget Creates Yet Another Homelessness Program. The budget allocates $750 million one-time 
General Fund into a new California Access to Housing and Services Fund, administered by the 
Department of Social Services. The uses of the fund would be broad, such as: 

 Increasing the number of units available as stable housing units. 

 Providing short- and long-term rental subsidies. 

 Making small to medium contributions to encourage development of new units in exchange for a 
rental credit. 

 Stabilizing board and care facilities by funding capital projects and/or providing operating 
subsidies. 

 Engaging landlords to secure units and negotiate on a client’s behalf and providing tenancy 
support services. 

 
Further information about the fund and its allowable uses is not yet available, however Senate 
Republicans question why yet another homelessness program is being created when there are already 
numerous programs providing rental assistance, benefits coordination, and funds for affordable housing 
units. This approach seems to add yet another layer of bureaucracy while also feeding the 
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“homelessness industrial complex”. The Administration indicates funds will flow through regional 
administrators, but questions remain on the oversight of funds and their allowable uses.  
 
Additional Anti-Homelessness Efforts. The Governor’s 2020-21 proposed budget also includes other 
broad strategies intended to augment local efforts to address homelessness. The budget includes the 
following pieces: 

 Development of accountability metrics for state agencies and for local partners to assess the 
use of state resources and their impact in reducing homelessness. 

 Identification of excess state properties, assessment of all state facilities, including fairgrounds, 
and assessment of the appropriateness and availability of vacant and decommissioned 
hospitals and health care facilities that can be used by local partners on a short-term emergency 
basis. 

 Caltrans will develop and share a model lease template to allow local governments to use 
Caltrans property on a short-term emergency basis. 

 The Department of General Services will provide 100 travel trailers from the state fleet, and the 
Emergency Medical Services Authority will supply modular tent structures to provide temporary 
emergency housing for local entities that meet specific criteria.  

 Creation of a multi-agency strike team to provide technical assistance and targeted direct 
support to counties, cities, and public transit agencies. 

 
While Senate Republicans applaud the effort to continue looking for solutions to California’s 
homelessness crisis, the devil will always be in the details. It will be important for the Legislature to 
provide oversight of the various programs and dollars to promote accountability and transparency for 
these programs, assuring the taxpayers of California that their hard-earned tax dollars will improve the 
quality of life, not just for the homeless, but for all Californians.  
 
The Governor’s proposal to increase temporary shelter beds and provide behavioral health and 
substance abuse services in new and innovative ways could be successful in leading people into safe 
and drug-free shelters. However, without reform of major policy decisions that led to this crisis, such as 
the high cost of building, the relaxed criminal justice standards, and the acceptance of drugs and tents 
across our cities, the people of California will continue to experience just how far we are from a state of 
order.  
 
Medi-Cal’s “Healthier California for All” Reform. The administration has embarked on an effort to 
change the state’s Medi-Cal program to better identify and manage Medi-Cal client risk and need, 
especially for vulnerable populations such as those who are homeless or at risk of homelessness. As 
part of this effort, the Governor is proposing $225 million ($113 million General Fund) to implement a 
new case management benefit and $358 million ($179 million General Fund) for housing transition 
services, sobering centers, and recuperative/respite services. These efforts are not traditional Medi-Cal 
benefits, and thus in order to get federal approval, the state would need to show how they would reduce 
Medi-Cal costs. 
 
Three-County Pilot to Reduce Incompetent to Stand Trial (IST) Admissions. The Department of 
State Hospitals continues to experience a significant number of IST commitments from local courts, 
with more than 800 individuals awaiting placement into a state hospital. In response to this, the 
Governor’s proposed budget includes $25 million General Fund beginning in 2020-21 for a pilot 
program in three counties (planned to be Sacramento, Los Angeles, and Kern) to provide incentives to 
reduce felony IST commitments and referrals to state hospitals through restoration services provided in 
the community. Such services would include housing support, behavioral health treatment, and case 
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management for individuals who are homeless or at risk of homelessness at any point in the criminal 
justice process, including the pre-arrest or pre-booking period. While this pilot will likely reduce the IST 
commitments, the real benefit could be getting unstable mentally ill homeless individuals off the streets.  
 
Root Causes of Homelessness Study. The Governor has tasked the Health and Human Services 
Agency and researchers at University of California San Francisco and the California Policy Lab to 
conduct a data-driven study on the root causes of homelessness. The study will interview homeless 
individuals and look to understand the needs of those individuals. The state will incur no additional 
costs for this study. While there are many causes of homelessness, one cannot ignore the impact of 
severe mental illness and chronic substance use.  
  
Additional Behavioral Health Efforts. The Governor also proposes to:  

 Assemble a Behavioral Health Taskforce, composed of state departments, counties, health 
plans, providers, and others, to review and make recommendations on the state’s existing 
mental health and substance use policies and programs.  

 Discuss enforcement of mental health parity in partnership with health plans, providers, patient 
representatives, and others, focusing on timely access to treatment, network adequacy, benefit 
design, and plan policies. The Governor has signaled that he will issue heavy penalties on 
health plans that fail to address mental health access. 

 Consider rewriting Proposition 63 (the Mental Health Services Act, enacted in 2004) to address 
behavioral health needs like homelessness and substance use. It may be the case that changes 
would improve Proposition 63, which now generates $2.4 billion per year, most of which flows 
directly to counties.  Depending on the scope of possible changes, voter approval may be 
necessary.  

Historical Data and Funding. The chart on the next page provides information on both the statewide 
homelessness count and statewide programs (several of which supported various local efforts) from 
2017-18 through 2019-20. The Governor’s proposed 2020-21 budget eliminates support for nearly all of 
these programs, leaving local governments to navigate yet another new and complicated bureaucratic 
structure in an attempt to provide shelter and services to the homeless youth, families, and veterans in 
their communities.  
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Homelessness Program Budgets and 

Counts 2017-18 2018-19 2019-20 2020-21

General Fund Spending (Dollars in Millions)

Homeless Coordinating Finance Council

          Homeless Emergency Aid Program -                    $500.0 -             

          Council Administration 1.0

          Homeless Housing, Assistance, and  -                    0.0 $650.0

          Prevention Program

CalWORKs

          Housing Support $47.0 24.0 29.0 29.0

          Homeless Assistance 21.0                  8.0 15.0 11.5

          Senior Home Safe -                    15.0 0.0

          Family Stabilization 15.0                  5.2 5.8 5.8

          Bringing Families Home 25.0

          TANF Grants 332.0

Department of Social Services

          California Access to Housing and Services 750.0

          Housing and Disability Advocacy Program 25.0 25.0

Office of Emergency Services

          Domestic Violence Shelters and Services 11.0                  10.0 0.0

          Homeless Youth and Exploitation 12.0                  1.0 0.0

          Homeless Youth Emergency Services 10.0                  

          Transitional Housing 18.0                  

Department of Health Care Services

          Homeless Mental Illness Outreach -                    50.0 0.0

          Whole Person Care Pilots 120.0

          Medi-Cal Behavior/Housing Services 291.0

Department of State Hospitals Collaborative 24.6

Housing and Community Development 

Legislative Homelessness Priorities
28.0                  

California Community Colleges

          Student Homelessness 4.0

          Rapid Rehousing 9.0

California State University

          Student Homelessness 15.0

          Rapid Rehousing 7.0
Univeristy of California
          Student Homelessness 15.0
          Rapid Rehousing 4.0

Total General Fund Spending $162.0 $609.0 $1,221.0 $1,136.9

CA Homeless Population (whole numbers) 134,278            129,972        151,278 N/A

CA Spending per homeless person (whole dollars) $1,206.5 $4,685.6 $8,071.2

Balance of U.S. Homeless w/o CA (whole numbers) 422,210            422,858        416,437 N/A
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Housing 
 
Key Points 

 Housing Construction Continues to Lag Behind Need.  Local jurisdictions have permitted 
only 43 percent of the units needed to meet their housing needs, and only 33 percent of needed 
units have been constructed.  

 Continues State Tax Credit Program, but Misses Other Opportunities. The budget 
proposes $500 million to continue the State Housing Tax Credit Program, but misses 
opportunities to make other reforms. 

 New Mandates Increase Housing Cost. Rather than take steps to lower construction costs, 
state agencies have added new regulations that further drive up costs by as much as $13,500 
per house. 

 

State Struggles to Permit Necessary Housing Units. Increasing the supply of housing is necessary 
to address the high cost and severe shortage of homes. To the extent that housing is more affordable, 
less government funding would be allocated to subsidize the cost of housing. Unfortunately, units 
permitted (an indication of housing units ready to build) while improving since the Great Recession, are 
far below pre-recession levels.  
 
The chart below identifies permitting activity from 2000 to 2019 (2019 is an estimate, full year data not 
finalized). According to Governor Newsom in January 2019, California needs to build an estimated 
200,000 units of housing merely to keep up with population growth. As noted in the 2020-21 proposed 
Governor’s budget, local jurisdictions have permitted only 43 percent of the units needed to meet their 
housing needs, and only 33 percent of needed units have been constructed.  
 

 

Source: Department of Finance  

Continuing Tax Credits for Developers. The Governor’s budget includes $500 million in 2020-21, 
and annually thereafter, to continue the expansion of the State Housing Tax Credit program, which 
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works in conjunction with two federal tax credit programs to reduce a housing development’s funding 
gap. The 2019-20 Budget Act included $500 million for the program, which provides support for new 
construction projects as well as targeting developments for households with both lower and middle 
incomes.  The 2020-21 budget does not include a specific allocation methodology, however, the 
Administration intends to monitor the 2019-20 allocations to maximize the benefit of the state and 
federal tax credit programs. While the state could do more to incentivize developers to build additional 
housing, such as reduce development fees, the program’s focus on increasing the production of 
mixed-income housing is a positive step for all families. 
 
New Mandates Raise Housing Costs Even Higher, but Reforms Lacking. California has not only 
been building significantly less homes than is needed, driving up housing costs as a result, but state 
agencies have implemented regulations (without direct approval and oversight of the Legislature) that 
mandate all new housing developments incorporate rooftop solar, increasing the construction costs 
from $8,000 to $13,500 per house, according to the California Building Industry Association.  (Note that 
the state could build solar farms to meet renewable energy goals, rather than mandating each house 
have its own solar panels.)  In just ten years, the state of California has implemented mandatory 
building standards that have added an estimated $22,000 to $30,000 to the cost of building a new 
home. These costs are passed on to homebuyers, contributing to the escalation of housing prices and 
the lack of affordability.  
 
According to the California Association of Realtors, in November 2019, the median price of a home in 
California fell below $600,000 for the first time in seven months, coming in at $589,770, but prices are 
still up 6.4 percent year over year. The national median price is $200,000, making California homes 
nearly triple the cost in the rest of the country. California’s businesses will continue to be impacted by 
the high cost and lack of housing as potential employees have to consider the state’s housing crisis 
when making employment decisions. 
 
The chart on the next page, from the Terner Center for Housing and Innovation at UC Berkeley, paints 
a startling picture of just how much local development fees add to the cost of multifamily and single 
family homes in California, even before the new solar mandate costs are included. Development fees 
are adding tens of thousands of dollars to the costs of construction, and these costs drive up the overall 
cost of a home.  
 
The Governor’s January budget fails to include any housing reforms, such as reducing development 
impact fees, eliminating costly prevailing wage requirements, providing transparent environmental 
review litigation, providing additional exemptions to inclusionary zoning, or eliminating costly mandates 
on new development. The cost of housing across the state will continue to increase if actions are not 
taken to reduce the cost to build. While the Governor has indicated a willingness to “look” at reducing 
development fees, the budget does not include any proposals or use the surplus to achieve that goal, 
missing an opportunity for real change. Critical reforms and bold actions are necessary if the state is to 
improve the quality of life for all Californians.  
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Existing Housing Bonds and Other Ongoing Housing Funding. The January 2020-21 budget 
includes $1.2 billion from recent housing legislation that provides an ongoing source of funding for 
affordable housing and emergency shelter construction, as follows: 

 $563 million for the Veterans and Affordable Housing Bond Act of 2018 (SB 3), which requires 
programs funded with bond proceeds to give preference to projects where all construction 
workers will be paid at least the general prevailing wage rate.  

 $400 million for the No Place Like Home program, approved in November 2018, which 
dedicates $2 billion in bond funds to provide supportive multifamily housing for individuals 
experiencing mental illness who are homeless or at risk of homelessness. 

  $277 million from SB 2 (Atkins), the Building Homes and Jobs Act, which established a tax for 
affordable housing through a $75 tax on real estate transaction documents. While the goals of 
this program may be supportable, the current General Fund surplus demonstrates that 
California did not need another tax to pay for priority programs.  

 
Proposed Funding for Local Regional Housing Needs Assessment Planning. The Governor’s 
January budget includes $10 million General Fund, annually for the next three years, for grants to local 
governments intended to support local planning activities for the next Regional Housing Needs 
Assessment cycle. 
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Emergency Preparedness and Response   
 

Key Points  

 Continued Funding to Support Firefighting Capabilities.  The Administration proposes 
$120 million and 677 new positions to prepare for and respond to wildfires. 

 Wildfire Forecast and Threat Integration Center. Proposes funding for a new statewide program 
to better forecast and respond to wildfires. 

 Home Hardening. The Governor proposes funding to administer a home hardening pilot program.   

 Power Shutoff Grant Funds Help in Short Term, Fall Short of Long-Term Solution. Proposal to 
improve community resilience by hardening vulnerable services will help communities survive public 
safety power shutoffs, but does not address root causes.   

 

Department of Forestry and Fire Protection 
 
Budget Builds on Last Year’s Investments. The Governor’s budget would continue to bolster 
resources for the Department of Forestry and Fire Protection (CalFire) and includes $120 million 
(General Fund) for 2020-21 and $150 million ongoing for 677 new positions. The positions would be 
added to the department over the next five years to provide critical support to CalFire year-round. The 
funds would provide resources to the existing and future CalFire staff to support paid time off, more 
staff in the event more fire engines are needed, and to post additional firefighting personnel in high-risk 
areas of the state.  
 
Funds for Increased Wildfire Forecasting. The Budget proposes to provide $8.8 million (General 
Fund) to various departments to begin the implementation of SB 209 (Dodd, 2019) and establish the 
Wildfire Forecast and Threat Integration Center (Center). The funding would provide 22 new positions 
across CalFire, the Office of Emergency Services (OES), the Military Department, and the Public 
Utilities Commission to carry out the following activities:  

 Produce intelligence and data to provide reports to relevant government agencies on wildfire 
threats. 

 Develop new tools, such as weather monitoring equipment, for public and private entities 
involved in wildfire risk mitigation efforts.  

The proposal is a reasonable one, as it consolidates a variety of public and private networks that 
currently exist to gauge fire threat potential. If approved, the funding would create a systematic 
statewide program to ensure that important information gets to decision-makers, such as first 
responders or electric utilities, who are responsible for reducing wildfire risk, and preparing for 
immediate response with prepositioned resources, when a wildfire ignites.  
 
Home Hardening Pilot Program. The budget proposes $110.1 million (various funding sources) in 
funding for OES to enter into a joint powers agreement with CalFire to administer a comprehensive 
wildfire mitigation and assistance program to encourage cost-effective structure hardening and facilitate 
vegetation management. The funding mechanism would include a one-time, $25 million disbursement 
from the General Fund to leverage an additional $75 million in federal hazard mitigation funding. This 
funding will be critical to hardening and vegetation management throughout the state. However, it falls 
short of the level of funding needed for this pilot program while committing too much money to lower-
priority programs.  
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For example, while the Administration’s bond proposal rightly includes an additional $500 million to 
harden critical infrastructure, it does little to address the immediate needs of homeowners living in high 
wildfire risk zones. Additionally, only $318.1 million would be spent on forest management and home 
protection between the Cap and Trade Program and the proposed pilot program, while $400 million 
would be allocated toward Low Carbon Transportation programs from Cap and Trade alone. Preventing 
wildfires and the loss of homes also reduces carbon and should be prioritized above projects like the 
High-Speed Rail and urban farming projects that do little to lower greenhouse gases. 
 
Second Year of “Community Resilience” Funding Welcomed, but Only a Stopgap.  The 
Governor’s budget includes $50 million General Fund (one time) to expand on last year’s efforts to 
harden communities that are vulnerable to wildfires and thus may be subject to Public Safety Power 
Shutoffs (PSPSs).  The proposed funding would support a matching grant program to help local 
governments prepare for, respond to, and mitigate power outages.  Grant funds would be administered 
by the OES and would be made available to help reinforce critical services that are still vulnerable to 
power outages, including schools, county election offices, and food storage reserves.  Worsening 
wildland fire conditions and poorly maintained utility company infrastructure have led to the need for 
PSPSs and are almost certain to continue into the foreseeable future. This funding would provide an 
important stopgap.  However, the long-term solution must involve better forest management and 
increased investment by the utility companies in hardening their infrastructure to eliminate the need for 
PSPSs.  Shutting off the power because of the weather is not an acceptable long-term solution.  
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Health 
 
Key Points 

 California to Make Its Own Drugs. The state would finance the production of certain generic 
drugs, though few details are available.  

 State to Set Healthcare Price Controls. The state will dictate healthcare “cost targets” and 
pharmaceutical purchase prices, though once again, few details are available.  

 New Tax on Vaping and a Ban on Flavored Nicotine. The budget proposes a $2 tax per 
40 milligrams of nicotine in vaping products and a ban on flavored nicotine.  

 Medi-Cal Eligibility for Undocumented Seniors. 27,000 seniors without legal status would join 
more than 300,000 children and young adults in full-scope Medi-Cal.   

 

California Will Get Into the Drug-Making Business. The Governor fully embraces government power 
with a proposal to finance and manage the manufacturing of certain generic drugs for use by the state 
and other participants. The state will contract with one or more existing drug manufacturers to bankroll 
the production of generic drugs that currently exist in the market, such as insulin. By increasing supply, 
the Governor hopes to lower prices. The budget does not detail how much this venture would cost, nor 
does it provide a business prospectus, but history has taught us that government-controlled production 
usually leads to shortages, inefficiencies, and lower quality goods.  
 
Drug Price Controls for Our “Nation State.” Since the state cannot manufacture all drugs, the 
administration plans to set the market price for the drugs purchased through the Medi-Cal program and 
on behalf of managed care plans under CalPERS and Covered California (and potentially private 
commercial insurance as well). The plan is to require drug manufacturers to bid to sell their drugs in 
California at a price at or below the prices offered to any state, nation, or global purchaser. If the drug 
manufacturer fails to comply, their pharmaceuticals would not be eligible for sale in California. While the 
constitutionality of this proposal is questionable, it is also potentially dangerous that the state may 
exclude critical drugs from its own residents. Again, the administration provided no supplemental details 
at this time.    
 
New Office of Health Care Affordability to Enforce Healthcare Price Controls. The Governor wants 
to take an additional step toward government-run healthcare for all by proposing the creation of the 
Office of Health Care Affordability, which would impose financial penalties on commercial health plans, 
hospitals, and others in the healthcare industry who fail to meet the state’s dictated healthcare “cost 
targets.” The office will also provide incentive payments to hospitals and health care providers to 
encourage administrative simplification. The administration plans to provide further details in the spring. 
 
New Tax on Vaping and a Ban on Flavored Nicotine. The Governor proposes a $2 tax per 
40 milligrams of nicotine in vaping products beginning on January 1, 2021. This tax will be on top of all 
existing sales and excise taxes on E-cigarettes. This tax is estimated to raise $32 million in 2020-21 
and will be used for youth prevention, enforcement, and health care workforce programs. In addition, 
the Governor wants to ban sales of all flavored nicotine products by January 1, 2021.  
 
While the state has an enforcement and public health role in curbing nicotine use, many may question 
whether a tax increase and an outright flavored nicotine ban will drive consumers to purchase more 
dangerous vaping products in the untaxed and unregulated black market. Furthermore, the loss of 
sales and excise tax revenue would be significant for the ban on flavors, although the Department of 
Finance has not provided the projections of the revenue loss nor is it included in the proposed budget. 
While providing consistency on taxation for multiple nicotine-related products may be a worthwhile goal, 
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this is a significant policy shift and the public and concerned stakeholders should be allowed to weigh in 
via the state’s policy process.  
 
Medi-Cal Caseload Down by More Than 3% since 2017. The Department of Health Care Services 
(DHCS) estimates that due to the strength of the state’s economy, Medi-Cal, the state’s Medicaid 
health care coverage program for low-income individuals, has experienced an enrollment decline from 
13.3 million Californians in 2017-18 to 12.9 million in 2020-21, a 3.1 percent decline. Despite this 
decline, the administration estimates that the Medi-Cal program will spend $103.5 billion ($25.9 billion 
General Fund) in 2020-21—a $6.2 billion increase since 2017-18. Of the $103.5 billion total, 
$66.7 billion (64% of total Medi-Cal spending) is federal funds. Among the 50 states, California ranks 
4th in percentage of population on Medicaid1.    
 

Medi-Cal Coverage for Undocumented Seniors. The Governor’s 2020-21 budget includes 
$64 million General Fund to expand full-scope Medi-Cal coverage to an estimated 27,000 
income-eligible seniors (age 65 and up) who are living in the state illegally. Full implementation costs 
are expected to grow to $320 million General Fund by 2022-23. Medi-Cal currently covers about 
250,000 low-income undocumented children under age 18 (at a cost of roughly $300 million General 
Fund annually) and is in the process of covering an estimated 105,000 undocumented young adults 
ages 19-25 (at an estimated cost of $232 million annually).  
 

The combined cost of the newly proposed expansion and the two previous actions would be 
$852 million General Fund once fully phased in, and costs would grow for health inflation and 
enrollment thereafter. Medi-Cal continues to face challenges in providing adequate care for its 
enrollees, in part due to low provider payment rates, but the majority party consistently chooses to 
expand eligibility to more people rather than fix longstanding quality problems.  
 
Governor Delays Raid on Tobacco Tax Funds by 18 Months. In January 2019, the Governor 
pledged to use the $1.2 billion in Proposition 56 tobacco tax funds as the voters intended—to increase 
access to care in Medi-Cal. Unfortunately, the enacted 2019-20 budget included a December 31, 2021 
“suspension” on all proposed tobacco tax fund enhancements in Medi-Cal, thereby allowing the entire 
fund to be raided for other budgetary purposes after 2021. Now in his 2020-21 proposed budget, the 
Governor delays this potential raid until July 1, 2023. In contrast, Senate Republicans will fight to 
remove these suspensions and follow the will of the voters to improve Medi-Cal.  
 
Mitigating the Loss of 340B Prescription Drug Discounts for Health Clinics. On his first day in 
office in 2019, Governor Newsom signed an executive order to transition all pharmacy services within 
the Medi-Cal program from managed care into a carved-out fee-for-service benefit statewide. The 
Governor’s 2020-21 budget scores $70 million General Fund in savings from this transition. Much of the 
savings though is merely a shift of the federal 340B drug pricing discounts from hospitals and clinics to 
the state—a funding source crucial to these entities. To mitigate some of the loss of these discounts, 
the Governor’s budget establishes a new supplemental payment program to provide annual state 
support to non-hospital 340B clinics. The budget proposes $26 million General Fund in 2020-21 and 
$53 million ongoing for this support. The administration states that there will not be a 340B mitigation 
program for the hospitals. 
 
No Revenue Scored from New Managed Care Tax Until 2021-22. Despite record-high General Fund 
revenues, Democrats passed a September 2019 bill to authorize a revised three-and-a-half-year 
managed care organization (MCO) provider tax—contingent on federal approval—to be assessed on all 
commercial full-service health plans and on all Medi-Cal managed care plans. Recent signals from the 
federal government are that they will not approve the tax. As such, the Governor does not score any 

                                                
1 Kaiser Family Foundation, Health Insurance Coverage of the Total Population, 2018 https://www.kff.org/other/state-indicator/total-population 

https://www.kff.org/other/state-indicator/total-population
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revenue from the tax in 2020-21, but does score the revenue in 2021-22 in hopes of either a Democrat 
in the Oval Office in 2021 or a victory over the Trump administration in court.   
 

Hearing Aid Benefit for Non-Medi-Cal Children. The Governor is proposing to create a new non-
Medi-Cal program that will cover hearing aids and related audiology services for children under 
18 years of age who are at or below 600% of the federal poverty level ($154,000 for a family of four) 
and who do not have health insurance coverage for these services. This would allow an estimated 
7,200 uninsured children to have access to hearing aids, a benefit already provided for children 
covered by Medi-Cal and all children in commercial coverage under the recently, unanimously 
approved AB 598 (Bloom, 2019).  
 
New Quality Assurance Fee for Nursing Homes. Currently, the state provides annual cost-base 
increases and quality incentive payments to nursing facilities, funded partially by a Quality Assurance 
Fee (QAF) equivalent to 6 percent of facility revenues. This reimbursement methodology and the 
associated fee will expire on August 1, 2020. In this budget, the administration is proposing to renew 
this fee with a reworking of the reimbursement methodology to tie future rate increases to quality 
metrics. While these reforms may improve patient care, the new structure could result in substantial 
cost increases for some nursing facilities. Approval of the QAF likely would require a two-thirds vote by 
the Legislature.  
 

California Cognitive Care Coordination Initiative. The proposed budget includes $3.6 million in 

2020-21 to support the California Cognitive Care Coordination Initiative, a collaborative effort among 

the ten Alzheimer’s Disease centers and the California Department of Public Health to aid family 

caregivers in dementia care management. This builds upon other Republican-led efforts, such as the 

state’s Alzheimer’s Disease Program, that address the impact of California’s silver tsunami.   
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Human Services  
 
 
Key Points  

 In-Home Supportive Services Continue to Rapidly Grow. Caseload and program costs continue 
to grow at rapid rate.  

 CalWORKs Grant Increases. Proposes $98.1 million ongoing County Funds for 3.1 percent grant 
increases, while CalWORKs enrollment would be the lowest on record. 

 State Responds to Federal Rule Regarding CalFresh. Proposes $23 million total funds in 
response to federal regulations which limit CalFresh eligibility. Funds would be used for emergency 
food programs and state staff.  

 

In-Home Supportive Services (IHSS) 
 
Rapid Enrollment and Cost Growth in IHSS. The IHSS program is a Medi-Cal benefit that provides 
personal care and domestic services to 586,000 aged, blind, or disabled Californians. In over 
70 percent of cases, recipients choose family members to be their paid service providers, which 
suggests that in many cases the state is paying family members for tasks that they would perform 
anyway, outside of any program. The Governor’s budget includes $14.9 billion ($5.2 billion General 
Fund) for the IHSS program, a 16 percent increase from the revised 2019 Budget Act amount. It 
continues to be one of the state’s fastest growing programs, both in terms of caseload and program 
cost, with a 34 percent increase in caseload and a 161 percent increase in cost from 2011-12.  
 
Included in the budget is an adjustment for $1.1 billion to fund the minimum wage increase to $13 an 
hour January 1, 2020 and $14 an hour January 1, 2021. Additionally, the budget provides $3.7 million 
to train county social workers and managers in conducting needs assessments for IHSS recipients to 
promote consistency and program integrity. A priority for training should be to ensure social workers 
correctly assess hours needed by an IHSS recipient. The amount of hours assigned per case has 
steadily increased each year, so efforts should be made to ensure that needs assessments are being 
performed correctly.  
 
 
California Work Opportunity and Responsibility for Kids (CalWORKs)  
 
Lowest CalWORKs Enrollment Ever. The Governor’s budget includes $5.7 billion in federal, state, 
and local funds for CalWORKs, which provides cash grants and other services to low income 
households. With strong statewide employment figures, the Department of Social Services estimates 
that the number of families on CalWORKs will be at an all-time low in 2020-21. The department 
estimates a 6.7 percent decline in CalWORKs cases in 2019-20 from the caseload revised in the 2018 
Budget Act.  For 2020-21, the Administration projects an additional 3.8 percent decline to about 
358,000 families—the lowest annual caseload in the history of the program. Overall, caseload has 
declined by nearly 41% in the past ten years. However, spending for CalWORKs has actually increased 
by 8 percent over the same period due to the repeal of the Maximum Family Grant and significant grant 
increases in the past few budgets. Despite statewide decline of caseload, California still has the second 
highest percentage of the population on welfare (1.94 percent) in the nation.  
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Data Source: 2020-21 CDSS Local Assistance Estimate 

 

 
 

Data Source: 2020-21 CDSS Local Assistance Estimate 

 
Proposed Grant Increases. The Governor’s budget proposes a 3.1 percent increase in maximum aid 
levels for all CalWORKs grants, costing the state $73.6 million in 2020-21, and increasing to 
$98.1 million ongoing in 2021-22. These increases are funded entirely by county funds-the Child 
Poverty and Family Supplemental Support Subaccounts of the Local Revenue Fund.  
 
 
CalFresh  
 
Budget Reacts to Federal Ruling on CalFresh Eligibility. Under current federal regulations, 
Able-Bodied Adults Without Dependents (ABAWDs) can access food assistance for 3 months in a 
36 month period, after which they must be either working 80 hours per month or involved in educational 
or volunteer opportunities to continue receiving benefits. During the recession, the federal government 
granted California a statewide waiver to this rule—allowing ABAWDs to receive benefits with no strings 
attached for as long as they qualified. Recent federal changes to the regulations and improving 
economic conditions triggered a repeal of the statewide waiver for ABAWDs. Beginning April 1, 2020, 
ABAWDs will have to meet the work requirements or lose benefits. It’s important to note that these are 
able-bodied adults without children. Many of the common barriers to finding a job (i.e. domestic 
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violence, mental illness, substance abuse, and unplanned pregnancy) would reclassify the recipient to 
a different category other than an ABAWD and thus remove these requirements.  
 
The budget allocates $20 million one-time General Fund for existing Emergency Food Assistance 
Program providers and food banks to help support food purchases in anticipation of CalFresh recipients 
losing food benefits as a result of the federal change.  The budget also allocates $3 million for 
“CalFresh Program Improvement” to support improved program outcomes, services, administration, 
and oversight.  
 
The Department has indicated that they will need funds to prepare California for the new ABAWD 
ruling. With the goal of keeping as many people on public assistance as possible, the Department 
indicated they will be instructing the counties to first screen current ABAWDs to be reclassified, then 
engage those that are not reclassified in work activities, and then finally, use a limited number of 
discretionary exemptions. It is not clear why all CalFresh recipients are not being engaged in work 
activity or encouraged to pursue further education. A better use of funds would be to increase funding 
for the CalFresh Employment and Training program and to connect local workforce boards with the 
CalFresh employment program.  
 
 
Immigration Services  
 
Continued Funding for Immigration Services. The 2019-20 Budget continues funding for 
immigration services at $65 million. In addition to this baseline funding, the 2020-21 budget includes the 
following funding, targeted at immigration services in educational settings:  

 $5 million one-time Proposition 98 General Fund for the California Newcomer Education and 
Well-Being Project to assist schools in aiding unaccompanied undocumented minors and 
refugees.  

 $10 million ongoing Proposition 98 General Fund for enhanced legal services at the community 
colleges. 

 $10 million one-time General Fund for micro-grants and entrepreneurial training for immigrants 
to be administered by the California Workforce Development Board.  

 $5.8 million ongoing Proposition 98 General Fund to fund Dreamer Resource Liaisons and 
student support services including economic mobility for immigrant students at community 
colleges.  
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Developmental Disabilities  
 

Key Points  

 Inadequate Funds for Rate Increases.  Despite providers closing their doors throughout the state 
and the 2019 rate study concluding that the system was underfunded by $1 billion, the budget 
proposes scant new funds for rate increases.  

 New Performance Incentive Grant Program. Creates an incentive program for regional centers 
designed to improve outcome for DD consumers.   

 Provider Rate Sunsets Delayed 18 Months.  Despite public outcry from the provider community, 
the budget continues sunset dates on higher rates, but delays the sunset date until July 1, 2023.  

 
Rapid Caseload Growth and Rising Costs. The Department of Developmental Services (DDS) 
estimates it will serve approximately 369,000 developmentally disabled Californians in 2019-20 in 
community settings and institutional developmental centers (DCs). While the vast majority of these 
individuals receive community-based services, the Governor’s budget projects that DCs will serve 
322 residents in 2018-19 and 292 residents in 2019-20, an increase of 20 residents over the revised 
2019-20 estimate, mostly due to the Administration’s assumption that the secure treatment area of 
Porterville will serve an additional 20 residents in 2020-21. Despite serving only 322 residents, the DC’s 
budget is $300 million, only declining by 6.5 percent from 2019-20 enacted budget to reflect decreased 
staffing at the Fairview Developmental Center. In contrast, the number of individuals served in 
community settings is projected to grow to 369,000 in 2020-21, an increase of 5.3 percent over the 
revised 2019-20 caseload. In the last five years, caseload has increased by 39 percent, adding over 
100,000 consumers to the DDS system. Growth is primarily attributable to an increased number of 
children entering the system with autism.  
 
Inadequate Funds for Payment Rate Increases.  In 2019, a broad survey of community provider 
payment rates and costs showed that the DDS system is woefully underfunded by approximately 
$1.8 billion ($1.2 billion General Fund). Last year’s budget provided $380 million ($250 million General 
Fund) for rate increases for select providers, leaving approximately $1.4 billion left to adequately fund 
the DDS system. Despite this proven need, the Governor’s Budget only augments Early Start, which 
provides therapeutic services for children ages 0-3, providing $18 million ($10.8 million General Fund) 
in 2020-21 and $35.9 million ($21.6 million) in 2021-22. While Early Start providers will be happy to see 
the modest rate increase, other providers are left teetering on bankruptcy and unable to provide quality 
services in a community setting. The Governor’s budget fails to set aside the funds that are needed to 
address the current system’s shortcomings. 
 
Update on Rate Study. In response to thousands of pages of comments from DDS providers, the 
Department updated several assumptions used to build the rate models. It is unclear whether the 
majority of concerns from the providers and community have been addressed at this time, but it should 
be noted that although the Department updated assumptions, they did not commit additional funds 
beyond the $18 million for Early Start services to implement the rate study.  
 
Performance Incentive Grants for Developmental Services. The budget proposes $78 million 
($60 million General Fund) to create a Performance Incentive Program for Developmental Services. 
The goal of the program is to encourage quality, reduce disparities, and improve data collection. The 
Administration notes the performance payments are intended to align with the regional center’s 
performance contracts, while also requiring the regional centers to meet an advanced tier of 
performance outcomes. While encouraging quality services and reducing disparities are laudable goals, 
it is still unclear what the advanced performance outcomes will be and whether the regional centers will 
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be required to use the incentive funds for specific activities. With providers still grossly underfunded, a 
better use of funds would be to fund the rate study recommendations first.   
 
Sunsets Delayed, But Still in Statute. The 2019-20 budget increased rates for select service 
providers, but also scheduled these rates to sunset December 1, 2021 unless certain overall budget 
conditions are met. This year’s budget delays the sunset for 18 months, with higher rates set to expire 
July 1, 2023. The delay gives service providers greater certainty of funding as they create their 
organizations’ budgets, however, any sunset of rates creates confusion and instability among providers. 
Anecdotally, providers have indicated they are hesitant to give much needed raises to employees 
because of the temporary nature of the rate increases. In order to comply with the Lanterman Act, 
Senate Republicans support removing rate increase sunsets and fully funding the rate study 
recommendations.  
 
Southern California DDS Headquarters. The budget proposes $2.1 million ($1.2 million ongoing) to 
secure a property in the Costa Mesa or Orange County area to serve as DDS Southern California 
Headquarters and house approximately 100 personnel. The 2019-20 budget reorganized DDS to 
include a Southern California headquarters. Last year, DDS planned to use the Fairview Developmental 
Center as a temporary headquarters, but this budget requests funds to search for a more permanent 
property.  
 
Questions Remain Regarding Fairview DC. Despite projecting zero residents by the end of January 
2020, the budget allocates millions of dollars ($11.9 million General Fund) to keep Fairview DC 
operational while a plan is made for its future use. Last year’s budget included a site assessment of 
Fairview to be completed by the Department of General Services—similar to the site assessment done 
for the Sonoma Developmental Center, but the site assessment has not yet been completed. Because 
it’s the first step to any future planning for the DC, the Department should prioritize the site assessment. 
Further delays cost the DDS system valuable funds that would be better prioritized in the community 
where the majority of consumers reside.  
 
Operations Adjustments. The budget also proposes the following for regional center operations and 
other administration: 

 Enhanced Caseloads. The budget provides $16.5 million ($11.2 million General Fund) to 
reduce caseload ratios among regional center staff for consumers under the age of five. This 
action is similar to last year’s caseload reduction funding for high-risk consumers with need of 
intensive case management.  

 Dual-Diagnosis Training. The budget provides $4.5 million ($2.6 million General Fund) for 
person-centered, trauma-informed training on providing appropriate services for individuals with 
both developmental disabilities and mental health needs.   
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K-12 and Early Education 
 
Key Points  

 All-Time High Proposition 98 Funding.  Proposition 98 funding for K-14 education grows by 
$2.5 billion to $84 billion, a 3 percent increase over 2019 funding levels. 

 Student Performance.  The Budget proposes a variety of one-time augmentations targeting efforts 
related to closing the achievement gap and increasing student performance including Recruitment 
and Retention Grants for Educators, Community school Grants and Opportunity Grants.  

 Continued Expansion of Early Learning and Care.  The Budget expands on the Early Learning 
and Care framework adopted in the 2019 Budget Act, including 10,000 more preschool slots.  

 Revamp of Special Education.  The Budget proposes a $250 million increase and a three-phase, 
multi-year effort to improve special education finance, services, and student outcomes.   

 
Proposition 98 funding hits another all-time high.  Total Proposition 98 funding for K-14 education 
hits an all-time high of $84 billion in 2020-21.  This represents a $2.5 billion increase over 2019-20 
Budget Act levels and $5.6 billion more than revised 2018-19 funding.   
 

Amount Percent

K-12 Education

General Funda $48,388 $49,658 $51,239 $1,581 3.2%

Local property tax 20,865 21,914 23,040 1,126 5.1%

Subtotals $69,253 $71,572 $74,279 $2,707 3.8%

California Community Colleges

General Fund $6,117 $6,223 $6,372 $149 2.4%

Local property tax 3,077 3,254 3,435 181 5.6%

Subtotals $9,195 $9,477 $9,807 $330 3.5%

Reserve Deposit/Withdrawal (+/-)b – $524 -$38 -$562 –

Totals $78,448 $81,573 $84,048 $2,475 3.0%

Enrollment

K-12 attendance 5,912,934 5,905,605 5,886,490 -19,115 -0.3%

Community college FTE studentsc 1,122,691 1,123,753 1,119,421 -4,332 -0.4%

Funding Per Student

K-12 Education $11,712 $12,119 $12,619 $499 4.1%

California Community Colleges 8,190 8,433 8,761 328 3.9%
a Includes funding for instruction provided directly by state agencies and the portion of state preschool funded through Proposition 98.

b
 Proposition 98 Reserve established by Proposition 2 (2014). Amounts consist entirely of General Fund.

c Change from 2019-20 to 2020-21 reflects low er baseline enrollment, partially offset by proposed grow th.

FTE = full-time equivalent.

Change From 2019-202018-19

Revised

2019-20

Revised

2020-21 

Proposed

Proposition 98 Funding by Segment and Source

(Dollars in Millions Except Funding Per Student)

 
Source: Legislative Analyst’s Office  
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Flat Student Proficiency Scores.  Average Proposition 98 per pupil K-12 spending is approximately 
$12,600, with average per pupil spending from all sources nearing $18,000.2  Despite a more than 30 
percent increase in per pupil spending since the implementation of the Local Control Funding Formula 
(LCFF) in 2013, and with a minimal decline in Average Daily Attendance (ADA), the National 
Assessment of Educational Progress shows California’s 8th grade math and reading scores continue to 
remain flat. 
 

 
Source: Leglislative Analyst’s Office and US Department of Education, Institute of Education Sciences and  

National Center for Education Statistics, National Assessment of Educational Progress (NAEP) 
 

Local Control Funding Formula (LCFF).  The Budget proposes a $1.2 billion increase for the LCFF, 
reflecting a 2.29 percent cost-of-living adjustment (COLA) bringing total funding for the LCFF to 
$64.2 billion.  Since the enactment of the LCFF in 2013, the state has allocated over $24.6 billion in 
additional ongoing resources to school districts and charter schools through the formula. 
 
Continued Expansion of Early Learning and Care.  The Governor’s budget includes several policy 
and budget augmentations directed at increasing and improving the Early Learning and Care 
framework adopted in the 2019 Budget Act.   

 Proposes an increase of $31.9 million in 2020-21 and $127 million ongoing non-Proposition 98 
General Fund to support an additional 10,000 State Preschool slots at non-local educational 
agencies beginning April 1, 2021. 

 Establishes the Department of Early Childhood Development within the California Health and 
Human Services Agency (CHHS) with implementation beginning in Fiscal Year 2021-22. This 

                                                
2 Per-pupil spending varies widely across the state under the Local Control Funding Formula, which provides substantially 
more funding to districts with high proportions of low-income students. 
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department will consolidate program areas within the Department of Developmental Services 
and Department of Education to create a collaborative system that leverages resources with the 
goal of developing high-quality early childhood programs for low-income children and their 
families 

 Includes $8.5 million General Fund to establish a transition team at CHHS and will support 
staffing at the Department of Human Resources, CHHS, and the Department of Social Services 
to carry out child care collective bargaining activities pursuant to Chapter 385, Statutes of 2019 
(AB 378).   

This is a second attempt by Democrats to use taxpayer money to facilitate union efforts to 
organize child care providers.  The 2019 Final Budget Act included $10 million General Fund for 
the same effort but a subsequent amendment to the budget removed the appropriation.      

 Proposes a $53.8 million non-Proposition 98 General Fund increase in CalWORKS Stages 2 
and 3 Child Care.  The increase reflects the net difference between projected caseloads for 
Stage 2 and 3.   

 Increase of $10.3 million Cannabis Fund (Proposition 64) to fund an additional 621 General 
Child Care slots.  Additionally, the Budget proposes to offset the $50 million non-Proposition 98 
General Fund allocated in the 2019 Budget Act with $50 million Proposition 64 for a total 
amount of $60 million Proposition 64 for General Child Care slots in 2020-21. 

Proposition 64 revenues are continuously appropriated to fund three types of allocations: 
(1) Regulatory and Administrative Costs, (2) Specified Allocations such as researching the 
effects of cannabis and of legalizing recreational marijuana, and (3) Percentage Allocations - 
specifically, 60 percent for youth programs related to substance use education, prevention, and 
treatment, 20 percent for environmental programs, and 20 percent for law enforcement. 

In Fiscal Year 2019-20, the Administrations largest allocation within the substance use-related 
youth program category was for childcare for children ages13 and under ($81 million out of the 
$119 million for this category).  Senate Republicans may wish to question the nexus between 
subsidizing general child care slots with revenues specified (albeit broadly) for youth programs 
related to substance use education, prevention, and treatment.  Increasing funding for 
afterschool programs for at-risk youth maybe a more suitable use for Proposition 64 funds.  

 
Full-Day Kindergarten and Preschool Facilities.  Chapter 530, Statues of 2019 (AB 48) authorized 
placement of a $15 billion general obligation bond, the Public Preschool, K-12, and College Health and 
Safety Bond Act (Act) of 2020, on the March 3, 2020 ballot.  If passed, the Administration proposes to 
pursue statute authorizing the State Allocation Board to provide a new construction or modernization 
per-pupil grant enhancement to local educational agencies proposing to construct or modernize 
facilities to expand preschool programs on school campuses.  The Administrations amendment may 
provide an opportunity for members to pursue additional enhancements regarding funding for 
equipment, such as generators, for school districts in high fire risk areas. 
 
Special Education.  The Governor’s budget proposes revamping the funding formula for special 
education.  Specifically, the proposed new base formula would use a three-year rolling average of local 
education agency average daily attendance (ADA), still allocated to Special Education Local Plan Areas 
(SELPAs), and includes a 15 percent increase in the Proposition 98 General fund contribution to the 
base funding formula funding over the amount provided in the 2019 Budget Act.  The budget proposes 
reallocating the $645 million in special education augmentations provided in 2019-20 (for low-funded 
SELPAs and preschoolers with disabilities) to provide the ongoing increase in the base rate.  
 
In addition to the new base rate formula, the Budget proposes an additional $250 million ongoing 
Proposition 98 General Fund increase based on the number of children ages 3 to 5 years with 
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exceptional needs served.  Funding would be allocated on a one-time basis to school districts based on 
the number of preschool-age children with disabilities that the district serves.  
 
The Budget also proposes $5.1 million one-time Proposition 98 General Fund in special education 
professional development and workforce recruitment, including:   

 $4 million for dyslexia research, training and a statewide conference. 

 $500,000 for a study of the current SELPA governance and accountability structure. 

 $600,000 for two workgroups to study improved accountability for special education service 
delivery and student outcomes. 

 
Last, the Budget signals future phases for revamping the Special Education Funding including finalizing 
the funding formula, implementing reforms, and improving specialized services.  
 
Educator Recruitment and Professional Development.  The Budget provides $900 million one-time 
Proposition 98 General Fund for School Staff Training, Recruitment, and Retention.  This additional 
funding expands on the $147 million allocated in the 2019 Budget for grants for students enrolled in a 
professional teacher preparation program who commit to working in a high-need field at a priority 
school; training and resources for classroom educators; and professional learning opportunities for 
public K-12 administrators and school leaders.  
 
Of this funding, $589 million would support three grant programs that received one-time funding in 
recent years. Specifically: 

 $350 million to augment the funding provided in the 2019 Budget Act for the Educator 
Workforce Investment Grants, which support competitive grants for professional learning 
opportunities for teachers and para professionals across the state.  

This augmentation narrows the target audience to those individuals looking for additional 
training in the following areas: special education, including inclusive practices; multi-tiered 
systems of support and mental health interventions; supporting English language learners; 
social-emotional learning and restorative practices; non-discrimination, anti-bulling, and 
affirmative supports for marginalized students; and computer science and science, technology, 
engineering, and math.  

 $175 million to expand the Teacher Residency Program, which supports locally sponsored, one-
year intensive, mentored, clinical teacher preparation programs dedicated to preparing and 
retaining teachers in high-need subject areas in high-need communities. 

 $64 million to expand the California Classified School Employees Credentialing Program, which 
provides grants to K-12 local education agencies to recruit non-certificated school employees to 
become certificated classroom teachers. 

 
The budget also includes $293 million to fund two new initiatives: 

 $100 million for the California Teacher Credential Award Program.  This program awards 
$20,000 stipends for fully credentialed teachers who complete four years of teaching service in 
a high-need subject at a high-need school. 

 $193 million for the Workforce Development Grant Program to address workforce shortages in 
high-need subjects and areas.  Additional details regarding this program have not been fully 
developed and therefore more information is not readily available at this time.  
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Additionally, the budget includes $18 million for the California Collaborative for Educational Excellence 
(CCEE) to promote statewide the availability of existing resources on various topics, including special 
education. 
 
Student Achievement Gap.  The Governor’s budget includes $600 million in one-time funding for 
programs aimed at reducing academic achievement gaps between low-performing and high-performing 
student groups.   

 $300 million one-time Proposition 98 General Fund to establish a Community School grant 
program, which provides competitive grants to local educational agencies to implement the 
community schools model, including: (1) Integrated and coordinated student wrap around 
services, (2) Collaborative leadership and support for educators, (3) Increased family and 
community engagement, and (4) Extended learning time and expanded learning opportunities. 

 $300 million one-time Proposition 98 General Fund for Opportunity Grants to help low-
performing schools and districts improve their performance.  The funding would be used to 
provide direct grants to local educational agencies and expand the capacity of the CCEE to 
better assist low-performing school districts.  

 
School Nutrition.  The budget proposes several augmentations to improve access, training, and 
education for school nutrition.  

 $60 million Proposition 98 General Fund to increase funding for school nutrition.   

 $10 million Proposition 98 General Fund to provide training for school food service workers to 
promote healthier and more nutritious meals. 

 $10 million non-Proposition 98 General Fund in 2020-21 and $1.5 million ongoing, for the 
California Department of Food and Agriculture to establish a Farm to School Grant Program, 
which would support California farmers and expand health food access by providing grants to 
schools. 

 
Computer Science.  The Governor’s budget proposes $18.3 million one-time General Fund to support 
the State Board of Education’s implementation for California’s first set of Computer Science Content 
Standards for K-12 schools: 

 $15 million Proposition 98 General Fund for grants to local educational agencies to support the 
preparation of approximately 10,000 K-12 teachers to earn supplementary authorization on their 
credential to teach computer science. 

 $2.5 million Proposition 98 General Fund, awarded to a county office of education within the 
statewide system of support, to identify, compile, and share computer science resources for 
professional development, curriculum, and best practices. 

 $1.3 million non-Proposition 98 General Fund to develop a new UC Subject Matter Project in 
computer science and $340,000 non-Proposition 98 General fund for one cohort of 
approximately 1,200 educators to participate in the new project. 

 
Public School System Stabilization Account (Proposition 2).  $110 million is projected in the 
Budget as a net deposit into the Public School System Stabilization Account.  This amount represents 
two actions: (1) A Fiscal Year 2019-20 deposit in the amount of $524.2 million, which is an increase of 
$147.7 million over the deposit projected in the 2019 Budget Act, and (2) Pursuant to Proposition 2 
funding rules, a withdrawal of $37.6 million from Stabilization Account in Budget Year 2020-21.  
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Higher Education 
 
Key Points  

 Base Increase and other Augmentations for Higher Education.  The Budget proposes an 
increase to overall funding for higher education while assuming no increases to tuition.  

 Fresno Regional Development.  The Governor proposes $50 million one-time General Fund for 
education and research initiatives focused on improving the economic mobility of Californians living 
in the greater Fresno region.  

 Community College Apprenticeship Programs.  Increases by $83 million to expand and support 
community college apprenticeship programs.   

 

The Governor’s budget augments ongoing and one-time funding for the state’s three systems of higher 
education by $110 million.  The following chart displays proposed funding for the University of California 
(UC), the California State University (CSU), and the California Community Colleges, details of which 
are discussed on the following pages.  
 

2018-19 2019-20 2020-21 Dollars Percent

University of California

Total Funds 1/ $9,052.3 $9,395.5 $9,520.7 $125.2 1.3%

Ongoing General Fund 3,475.5 3,724.3 3,942.0 $217.7 5.8%

One-Time General Fund 267.7 213.9 56.0 -          -              

California State University

Total Funds 1/ $7,439.8 $8,026.1 $7,916.9 -$109.2 -1.4%

Ongoing General Fund 3,961.3 4,356.9 4,587.4 $230.4 5.3%

One-Time General Fund 132.8 345.5 6.0 -          -              

California Community Colleges

Total Funds 1/ $15,125.4 $15,661.7 $15,801.8 $140.1 0.9%

 General Fund & Property Taxes 10,299.1 10,495.3 10,904.5 $409.2 3.9%

California Student Aid Commission

Total Funds $2,274.7 $2,699.7 $2,677.1 -$22.6 -0.8%

Ongoing General Fund 2/ 1,189.4 1,618.9 1,656.4 $37.5 2.3%

Other Higher Education 3/

Total Funds $71.8 $92.7 $69.2 -$23.4 -25.3%

Ongoing General Fund 14.6 16.9 21.0 $4.0 23.9%

One-Time General Fund 6.5 26.1 -          -          -              

Total Funds $33,964.0 $35,875.6 $35,985.7 $110.1 0.3%

General Fund $19,346.8 $20,797.8 $21,173.3 $375.5 1.8%

3/ This category includes expenditures for Hastings College of the Law  and one-time funds in the 2019-20 for the Scholarshare California

   Kids Investment and Development Savings Program. 

Higher Education Expenditures

(Dollars in Millions)

Change from 

2019-20

1/ These totals include tuition and fee revenues and other funds the universities report as discretionary.
2/ General Fund Expenditures for the Cal Grant program are offset by reimbursements.  Including approximately $1 billion in federal 

   Temporary Assistance for Needy Families (TANF) funds received through an agreement w ith the Department of Social Services.

 
Source: Department of Finance  
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California Community Colleges (CCCs).  The Governor’s budget proposes nine new ongoing 
spending commitments (totaling $296 million Proposition 98 General Fund), and six one-time initiatives 
(totaling $93 million Proposition 98 General Fund).  The largest ongoing proposal increases 
apportionment funding by $199 million to cover a 2.29 percent cost-of-living adjustment and a half 
percent enrollment growth.  Workforce training programs receive the next largest investment with an 
increase of $83.2 million Proposition 98 General Fund to support Apprenticeship programs.  
Specifically: 

 $48.2 million, of which $20.4 million is one-time, to support projected increase in apprenticeship 
instructional hours. 

 $15 million to augment the California Apprenticeship Initiative to support the creation of 
apprenticeship opportunities in priority and emerging industry sectors. 

 $20 million one-time to expend access to work-based learning models and programs at 
community colleges. 

 
Other notable augmentations include: 

 $25 million one-time Proposition 98 General Fund for faculty support.  Of this, $15 million 
supports a pilot fellowship program for improving faculty diversity and $10 million supports 
part-time faculty office hours.   

 $11.4 million Proposition 98 General Fund to establish or support food pantries. 

 $10 million one-time Proposition 98 General Fund to develop and implement zero-textbook-cost 
degrees using open education resources.  

 $5 million Proposition 98 General Fund to provide instructional materials for dual enrollment 
students. 

 $5.8 million Proposition 98 General Fund to fund Dreamer Resource Liaisons and student 
support services, including those related to career pathways and economic mobility. 

 $10 million Proposition 98 General Fund to provide legal services to immigrant students, faculty, 
and staff on CCC campuses.  This increase is a renewed attempt of a 2019 Budget Act 
proposal that failed to launch primarily due to the CCCs inability to expend the initial $10 million 
for immigrant legal services awarded in 2018.  It is not clear how much has been spent from the 
initial $10 million, if any, and what types of services were utilized.    

 $1.4 million ongoing General Fund for Operational costs at Hastings College of the Law. 

 
The budget includes $28 million in Proposition 51 Bond funds for new CCC Capital Outlay.  This 
allocation represents the next installment of the $2 billion available to CCCs under Proposition 51 and 
supports preliminary plans and working drawings for 24 new projects.  Additionally, the administration 
has indicated it will consider providing funding for the construction phase of continuing projects in the 
spring, when more information on project schedules becomes available.  
  
Increases for the California State University (CSU).  The Governor proposes an increase of 
$199 million or 5 percent in ongoing funding for CSU operational costs.  Similar to the 2019 Budget Act, 
the Governor does not tie this increase to a specific purpose, giving CSU flexibility to make spending 
decisions but with the expectation that these funds would support CSU’s operations costs, expand 
student access, and continue support for the Graduation Initiative of 2025. An increase of $6 million 
one-time funding is provided to support the development and expansion of degree and certificate 
completion programs. 
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Increases for the University of California (UC).  The Governor proposes budget increases of 
$219 million ongoing General Fund and $56 million for one-time UC initiatives.  Ongoing funding 
includes $169 million (5 percent) increase in base resources, and similar to the CSU, the Governor 
does not tie this increase to a specific purpose.  However, the Administration expects the UC to 
continue focusing on college affordability, improving degree completion, and narrowing achievement 
gaps. Additionally, though it sets no specific UC enrollment target, the Administration expects UC to 
further increase resident undergraduate enrollment in 2020-21 and 2021-22. Other notable 
augmentations include: 

 $3.6 million ongoing General Fund to support a 5 percent increase in base resources for the 
Division of Agriculture and Natural Resources. 

 $3 million ongoing General Fund to support the UC San Diego Center for Public Preparedness 
Multi-Campus Research Initiative. 

 $2.3 General Fund (of which $1.6 million is ongoing) to offset Proposition 56 declining revenue 
which supports a statewide grant program to expand the number of available graduate medical 
residency slots. 

 $4 million one-time General Fund for degree and certificate completion programs through UC 
extension centers. 

 $1.3 million one-time General Fund to develop a UC Subject Matter Project in computer science 
and support an initial cohort of K-12 computer science educators. 

 
Grants for Animal Shelters.  The budget provides $50 million one-time General Fund for the 
UC Davis Koret Shelter Medicine Program to develop a grant program for animal shelters.  This 
augmentation is a preliminary step for the administration to assist local shelters in achieving the state’s 
policy goal that no adoptable or treatable dog or cat should be euthanized.  
 
Student Aid.  The budget provides a $97 million (4 percent) increase for Cal Grants in 2020-21 based 
on revised spending levels from the 2019 Budget.  Financial aid expenditures total $2.7 billion in the 
budget, of which $2.6 billion supports the Cal Grant Program and Middle Class Scholarship.  The 
budget also provides smaller augmentations to continue the Grant Delivery System modernization 
project, enhance student loan outreach, lease new office space, and add nine California Student Aid 
Commission (CSAC) positions. These augmentations are offset by the removal of $133 million in 
2019-20 one-time funds, leading to a net decrease in funding of $23 million (1 percent) for CSAC.   
 
Fresno Regional Development.  The Governor’s budget provides a total of $50 million one-time 
General Fund for two initiatives supporting the Fresno Developing the Region’s Inclusive & Vibrant 
Economy (DRIVE).  Specifically, the budget provides: 

 $33 million one-time General Fund for the establishment of an innovation corridor to stimulate 
research and development, commercialization, and innovation to support advanced sustainable 
agricultural production and high-quality jobs in the San Joaquin Valley. 

 $17 million one-time General Fund to support a plan to design education pathways to improve 
social and economic mobility in the greater Fresno region. 

 
 
 
.   
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Public Safety & Judiciary 
 
Key Points 

 Budget Fails to Address Criminal Justice Realities.  Despite persistently high recidivism rates 
and recent increases in violent crime and property theft, Governor’s budget does not propose 
significant course correction. 

 Broken Criminal Fine and Fee System Needs Reform.  Declining revenues and resulting backfills 
of critical public safety program budgets point to a need to revamp state’s system of monetary 
penalties. 

 Probation Proposal Could Reduce Recidivism, May Undermine Judges.  Proposed probation 
service changes have potential to produce better outcomes, but “earned discharge” sounds like 
formulaic early release at expense of judicial discretion. 

 More Judges Needed. The budget proposes some increases for underfunded courts but falls short 
of providing all the judges that are needed.  

 
California Crime Statistics Suggest Recent Reforms Went Too Far.  About a decade ago, the state 
undertook a series of criminal justice reforms intended to save money and reduce incarceration.  Most 
of these reforms decreased the penalties for committing felonies.  Previously, attempts to reduce 
incarceration had focused on reducing recidivism, but California’s recidivism rate remained stubbornly 
high.  In fact, even today nearly two-thirds of all felony offenders in the state are rearrested within two 
years.  As this latest wave of reforms unfolded, Senate Republicans warned that without adequate 
programs and resources available to effectively address offenders’ criminogenic needs, these reforms 
would lead to increasing crime.  Yet legislative Democrats and then-Governor Jerry Brown gave little 
thought to the effects of their policies on victims of crime and their loved ones. 
 
As a result of these wholesale policy changes, the downward trend in crime rates that lasted for two 
decades has been largely reversed.  From 2010 (the last year before Realignment) to 2018 (the last 
year for which data is available), the number of violent crimes in the state increased by 8 percent, 
compared to a two-percent decrease for the rest of the nation.  For certain categories of violent crime, 
increases were more dramatic.  Aggravated assaults increased by 10 percent in California over the 
period, and from 2013 to 2018, rapes increased by a shocking 50 percent.3  After spiking in 2012, 
property crime finished the period down four percent.  However, the rest of the nation saw a 23 percent 
decrease.  Fueling the state’s relatively lackluster performance on property crimes was the fact that 
larceny (theft) of property valued at more than $400 increased by 33 percent.4  This is not surprising, 
since Realignment increased the threshold for felony property theft from $400 to $950.   
 
California’s recent crime statistics might be more palatable if the state’s crime were low relative to the 
national average.  However, as reflected in the charts on the following page, California has consistently 
exceeded the national average for violent crime, and the gap increased significantly following the 
passage of Proposition 47 in 2014.  Also, the state’s property crime rate jumped ahead of the national 
average at that time and has remained higher than average since then.  

                                                
3 Effective as of the 2013 reporting period, the FBI adopted an expanded definition of rape and abandoned collection of data 

under the legacy definition.  As a result, comparing rape data pre- and post-2013 is problematic because it tends to overstate 
any increase in rape offenses.  Therefore, this analysis makes no comparison with rape data prior to 2013. 
 
4 Crime data from CA Dept. of Justice’s Open Justice portal (http://openjustice.doj.ca.gov/) and the Federal Bureau of 
Investigation’s annual report Crime in the United States for calendar years 2011-2018 
(https://www.fbi.gov/services/cjis/ucr/publications/). 

http://openjustice.doj.ca.gov/
https://www.fbi.gov/services/cjis/ucr/publications/
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Source: FBI, Crime in the United States, annual reports for calendar years 2010-2018 

 
Despite these troubling statistics, the Governor’s budget fails to propose any significant course 
corrections.  The few proposals that are included in the budget to reduce recidivism, like providing 
bachelor’s degree opportunities for prison inmates and creating campus-like rehabilitative communities 
for young adult offenders, are very expensive and likely to produce only marginally better results than 
existing programs.  One possible exception is the probation reform proposal, which is discussed later in 
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the “Local Public Safety” section.  However, the amount of funding associated with this proposal is a 
drop in the bucket compared to what would likely be needed to have a meaningful impact. 
 
 
Department of Corrections and Rehabilitation (CDCR) 
 
The Governor's budget proposes 2020-21 General Fund spending for CDCR of $13.1 billion, which is 
$641 million above Budget Act spending levels for 2019-20.  The proposed spending increase is 
comprised mostly of employee compensation and benefit cost increases ($587 million), laptops and 
information technology for prison education programs ($27 million), expansion of video surveillance 
systems ($22 million), and correctional officer training ($21 million), offset by a net $17 million decrease 
due to various population-related changes.   
 
Reorganization of Division of Juvenile Justice (DJJ) Increases Costs Significantly.  The budget 
reflects last year’s decision to remove the DJJ from CDCR and reestablish it as a new department 
within the Health and Human Services Agency, called the Department of Youth and Community 
Restoration (DYCR).  As such, the budget proposes to reduce CDCR’s expenditures by $264 million 
($259 million General Fund, $5 million other funds) and transfer the funding and 1,303.9 positions to 
the new DYCR.  In addition, it augments DYCR’s budget by $25 million and 112 positions.   
 
DJJ’s per capita costs are already astronomical at $316,000 per ward, per year, which is more than 
three times the per capita costs for CDCR’s adult population.  Under the new DYCR, those per capita 
costs will increase by six percent to $336,000.  While the stated mission of this mysterious new 
department is to “help youth who have hurt people, and have been hurt themselves, return safely to the 
community and become responsible and successful adults,” the administration has provided almost no 
details on how it plans to accomplish this.  As the transition moves forward, oversight of the new DYCR 
will be critical to ensuring that its higher costs lead to better outcomes.  
 
Prison Infrastructure Plan is Shortsighted.  As the prison population continues to fall in the wake of 
recent criminal justice reforms, the administration anticipates vacating the last contract facility by July 
2022.  If current population trends hold, CDCR would close an unspecified state-operated prison within 
the next five years, which could result in annual General Fund savings in the hundreds of millions of 
dollars.  On the other hand, if violent crime rates continue to increase, voters may demand corrective 
action, which could cause a reversal in the current population decline.  Either way, CDCR operates a 
large number of aging facilities in varying states of disrepair.  Some will need to be replaced in the next 
decade and it is unlikely that population declines will continue at a pace that would allow closure of all 
obsolete facilities before replacement becomes critical.  The Governor’s infrastructure plan includes 
$183 million ($92 million General Fund, $91 million lease revenue bonds) for repairs and enhancement 
to existing facilities, but no funding has been identified to build new infill or standalone facilities. At 
some point in the not-too-distant future, it is likely that the state will need to build new prison facilities to 
replace obsolete ones that are unsafe and costly to operate.  This budget fails to address that 
likelihood. 
 
 
Local Public Safety 
 
Probation Reform Proposal Shows Some Promise, Raises Some Concerns.  The Governor’s 
budget includes $60 million General Fund annually for three years, plus $30 million in the fourth year, to 
support local efforts to improve probation outcomes, mainly by reducing the number of unsupervised 
probationers, also known as “banked caseloads.”  These are individuals (mostly misdemeanants) who 
have been sentenced to probation, but who are not checked on regularly by their probation officer.  
They are essentially out on their honor, but can technically be revoked and sent to jail.  Because these 
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probationers are unsupervised and for the most part do not receive programs or services, they tend to 
recidivate, and often, the subsequent offenses escalate to more serious crimes.   
 
The Governor’s proposal would provide funding to local probation departments to increase supervision, 
programs, and services for this population with the goal of reducing recidivism before their criminal 
behavior escalates.  This is consistent with the “Broken Windows” theory, which suggests that each 
problem that goes unaddressed affects people's attitude and leads to more problems.  By addressing 
as many problems as possible up front, in this case, misdemeanants’ criminogenic needs, the hope is 
that bigger problems will be averted down the road.  This was most famously put into action by Rudy 
Giuliani when, as mayor of New York, he applied aggressive policing of lower-level crimes to 
dramatically reduce all categories of crime in the city.  At the very least, this proposal is likely to reduce 
the churning effect of repeated reoffending by misdemeanants.  To the extent it permanently breaks the 
cycle of crime for some offenders, it could also reduce the incidence of more serious crimes by 
preventing escalation.  Senate Republicans argued for more of these kinds of resources at the local 
level both leading up to and following the 2011 Public Safety Realignment and are generally supportive 
of these kinds of solutions. 
 
However, the Governor’s proposal would limit the maximum term for both felony and misdemeanor 
probation to two years and establish “earned discharge” for probationers.  Although the administration 
has not yet provided any details on how earned discharge would work, this part of the proposal appears 
to fundamentally undermine the existing probation model.  Probation is a collaborative relationship 
between the judge, the prosecution, the offender and his or her counsel, and sometimes the victim.  
Existing law already allows a judge to grant early discharge “when the good conduct and reform of the 
person so held on probation shall warrant it.”  If the Governor’s intent is to apply a system of credits that 
formulaically reduces the probation term, like “good time” credits do for a jail or prison term, then it 
would interfere with judicial discretion and short circuit the collaborative process that is meant to occur 
when probation is done correctly.  Early discharge requires good conduct and reform on the part of the 
offender.  It should not be an entitlement program. 
 
 
Judicial Branch 
 
The 2020-21 Governor’s budget proposes $4.3 billion ($2.2 billion General Fund) to support the Judicial 
Branch, including approximately $3.4 billion ($1.8 billion General Fund) for the trial courts.  This 
represents an increase of about $54 million for the branch as a whole compared to 2019-20 budgeted 
levels. 
 
Trial Court Funding Sees Significant Increase.  The Governor’s budget would increase trial court 
spending by a total of $178 million.  Of this amount $97 million is intended to address the effects of 
normal inflationary pressures on operational costs and employee health and retirement costs.  Another 
$35 million would backfill declining fine and fee revenues paid to the Trial Court Trust Fund (see 
discussion below on the need to revamp the criminal fine and fee system).  The remaining $46 million is 
new funding that would be allocated by the Judicial Council in an ongoing effort to bring underfunded 
courts closer to parity with other courts that are in better fiscal positions.  This important investment 
would continue recent efforts to fully fund the court system, thereby improving access to justice.  
Notably, however, the Governor’s budget fails to include funding for new judgeships.  According to a 
November 2019 Needs Assessment, another 173 trial court judgeships are needed in 19 courts 
throughout the state to address existing caseloads. 
 
Ongoing Backfill of Declining Fine and Fee Revenues Highlights Need for Change.  The 
Governor’s budget includes nearly $145 million ($135 million General Fund, $10 million Fingerprint 
Fees Account) to backfill decreasing revenues from fines and fees imposed through the criminal justice 
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system.  The backfills would supplement the Restitution Fund, the Trial Court Trust Fund, and the DNA 
Identification Fund to maintain baseline programmatic spending levels for the Victim Compensation 
Board, the trial courts, and the Department of Justice’s forensics program, respectively.  The General 
Fund has been increasingly tapped to backfill decreasing fine and fee revenues in recent years, 
highlighting the need to revamp the entire criminal fine and fee system.  Exacerbating this problem, the 
Governor’s budget also proposes to expand a program that allows indigent and low-income individuals 
to apply online to have their fines and fees from traffic infractions reduced according to their ability to 
pay.  The Governor’s proposal would extend the program to additional courts and also include certain 
non-traffic infractions.   
 
Fines on criminal convictions were originally intended to punish violators for their bad behavior and 
serve as deterrents to discourage repeated violations.  As fees and other assessments were piled on 
however, the system evolved into a cash cow for state and local governments.  Following the Great 
Recession, with pressure mounting to reduce the negative impacts of fines and fees on indigent and 
low-income offenders, these revenues have been steadily dwindling.  The Governor’s proposal to 
expand the online application program would further reduce revenues from fines and fees, not only to 
the courts, but to all of the programs that receive these revenues.  Unfortunately, many important public 
safety programs have become dependent on fine and fee revenues and now face declining funding on 
an annual basis.  The time has come to revamp the system to ensure the long-term stability of these 
programs. 
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Transportation 
 
Key Points 

 Gas Taxes and Vehicle Fees Increasing Again.  California’s gas taxes and vehicle fees will be 
raised automatically on July 1, 2020, costing Californians another $589 million. The Governor 
proposes to spend $5 billion overall from SB 1 gas and car taxes, and motorists will continue to pay 
about $2.3 billion each year in taxes that do not repair roads. 

 Error-Prone Voter Program Continues at DMV. Despite more than 100,000 errors, automatic 
voter registration continues and the Governor proposes a $6.4 million increase to the program.  

 
Gas and Car Taxes Allocated.  The budget allocates $5 billion from revenues generated by SB 1, the 
2017 gas and car tax bill.  Of this amount, about 65 percent is allocated to programs directly fixing 
streets, roads, highways, bridges, and culverts.  An additional 15 percent is slated for programs that 
have a mixture of projects.  Some projects will fix roads and some projects will address other 
transportation issues, such as purchasing new transit buses, installing or widening bike paths and 
sidewalks, and making commuter rail and station improvements.  Finally, about 20 percent is planned 
to be spent on projects unrelated to fixing roads.  This funding will largely be spent on transit and 
commuter rail improvements and operation expenses. In fact, motorists will continue to pay about 
$2.3 billion each year in fees and taxes that do not repair roads.  Please see the chart on the next 
page for the allocation of SB 1 revenues. 
 
Automatic Gas Tax and Fee Increases.  Pursuant to SB 1, annual inflation increases to gas taxes 
and vehicle fees begin July 1, 2020.  These automatic increases are estimated to add $589 million in 
costs to motorists in 2020-21, raising Californians’ already-high cost of living even further through 
taxes.  The 2020-21 estimates are summarized in the charts below. 
 
 

Current Tax
(cents per gallon)

Tax on July 1, 20201

(cents per gallon)

2020-21 Revenue Increase2

(in millions)

Gasoline 47.3 50.3 $450.4

Diesel 36 38.2 $67.3

$517.7Total

Gas and Diesel Tax Increases

1 July 1, 2020 tax rate based on Department of Finance estimates.
2 Projected revenue increase is based on gasoline and diesel consumption estimates derived from June 2019 Department 

of Finance data.  
 

Vehicle Value Current Fee
(whole dollars)

Fee on July 1, 20201

(whole dollars)

2020-21 Revenue Increase2

(in millions)

Zero to $4,999 $25 $26 $14.1

$5,000 to $24,999 $50 $52 $27.6

$25,000 to $34,999 $100 $105 $13.2

$35,000 to $59,999 $150 $157 $13.8

$60,000 and Higher $175 $183 $2.6

$71.3

Transportation Improvement Fee Increases

Total
1 July 1, 2020 fee based on Department of Finance estimates.
2 Projection based on Department of Finance estimate of 32.9 million registered vehicles in 2020-21.  
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New Gas and Car Tax Spending  
(Dollars in Millions) 

  Program 
2019-20 

Appropriation 
2020-21 

Appropriation 

Local 
Allocations 

Local Streets and Roads $1,228  $1,392  

Transit and Intercity Rail Capital Program $337  $261  

State Transit Assistance $404  $423  

Local Partnership Program $200  $200  

Active Transportation Program $100  $100  

State Transportation Improvement Program $0  $20  

Commuter Rail and Intercity Rail $42  $44  

Local Planning Grants $25  $25  

Total: $2,336  $2,465  

State 
Allocations 

SHOPP/Maintenance $1,239  $1,448  

Bridges and Culverts $400  $400  

Congested Corridors $250  $250  

Trade Corridor Enhancement $308  $323  

Department of Parks and Recreation $68  $71  

State Transportation Improvement Program $0  $7  

Freeway Service Patrol $25  $25  

Department of Food and Agriculture $27  $27  

Transportation-Related CSU and UC Research $7  $7  

Transportation Workforce Development Board $15  $5  

Total: $2,339  $2,563  

Administration 
Various Departments $18  $20  

Total: $18  $20  

Revenue 

Transportation Improvement Fee $1,733  $1,771  

Gasoline Excise Tax $1,576  $2,140  

Diesel Excise Tax $703  $770  

Diesel Sales Tax $338  $356  

Zero-Emission Vehicle Fee $0  $11  

General Fund Loan Repayment $236  $0  

Total: $4,586  $5,048  

Source: Department of Finance     
 

California Gas Prices Among the Highest in the Country.  According to AAA as of 
January 13, 2020, California’s gas prices are the second highest in the country at an average price of 
$3.54 for a regular gallon of gas.  This is 37 percent higher than the national average of $2.58 per 
gallon.  Hawaii has the most expensive gas at $3.66 per gallon, and within the contiguous U.S., 
Washington is the next closest at $3.14 per gallon.  California’s gas prices continue  to be driven up by 
high taxes on gasoline and state environmental policies that attempt to modify behavior, like the state’s 
summer gasoline blend requirement, the Cap and Trade program, and the Low Carbon Fuel Standard. 
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While these taxes and programs continue to drive up costs for motorists, as mentioned above, the 
Governor proposes to spend more than $1 billion annually on projects unrelated to fixing 
California’s roads and highways. 
 
Department of Motor Vehicles 
 
Department of Motor Vehicles (DMV) Motor Voter.  The Governor proposes $6.4 million in General 
Fund to support 38 new positions in DMV’s automatic voter registration program, Motor Voter.  Since 
launching in April of 2018, over 100,000 registration errors have been discovered. Most recently, 
confusing prompts caused an unknown number of Californians to have their party registration changed 
to “no party preference”.  While details of the proposed additional funding in the Governor’s budget are 
not yet available, it appears similar to a November 2019 request for increased current year funding of 
$2.2 million for the DMV to comply with federal timelines for transmittal of voter information to the 
Secretary of State.  According to the DMV, staff has been redirected to the Motor Voter program since 
spring of 2018.  Coincidentally, DMV office wait times spiked around that same time.  The proposed 
increase should allow redirected staff to return to their previous positions and appropriately fund Motor 
Voter costs with General Fund rather than DMV fee revenues.   
 
Senate Republicans have called for audits, modifications, and suspension of the Motor Voter program.  
Despite the many known problems, the Administration and legislative Democrats refuse to hit the pause 
button and fix Motor Voter to ensure the integrity of California’s voter system. 
 
DMV REAL ID Resources.  The Governor’s budget includes $200 million from the Motor Vehicle 
Account to continue to support increased REAL ID workload.   This funding was approved during last 
year’s budget process and is the second year of the two-year funding increase.  Beyond the budget 
year, the DMV will need to assess workload levels and justify the need for any continued higher level of 
funding.  Senate Republicans will continue to monitor DMV’s progress in making significant changes to 
address the underlying problems that have plagued the department for decades. 
 
California High-Speed Rail Authority 
 
High-Speed Rail Project Continues. The Governor proposes $2.4 billion (Greenhouse Gas Reduction 
Fund) to continue building a high-speed rail line between Merced and Bakersfield.  Last year, Governor 
Newsom directed the California High-Speed Rail Authority (Authority) to scale back the project, stating 
there simply is not enough money to build the entire system as previously envisioned.  The Governor’s 
budget also includes $484 million for administration costs ($60 million) and to continue projects allowing 
existing regional commuter systems to operate in conjunction with the high-speed rail ($424 million).  
 
2020 Business Plan Forthcoming. The Authority is required to submit a business plan this year with 
updated costs and timelines.  Last year’s project update report projected the cost for the 171-mile 
Merced-Fresno-Bakersfield line to be $20.4 billion, with service beginning in 2028. Should building 
Phase I remain a consideration, the Phase I middle-range cost scenario was projected at $79.1 billion 
and the high-cost scenario at $99.9 billion.   
 
Not Too Late To Stop This Run-Away Train.  Despite what the majority party may say, it is not too 
late to stop building the high-speed rail.  Stopping the project now will save California at least $70 billion 
in the long run.  The investments already made could perhaps be of interest to a private company 
looking to build privately operated high-speed rail, or existing passenger rail could be moved from 
shared freight lines to dedicated lines at a fraction of the cost of this project.  Billions of Cap and Trade 
dollars could be freed up over time to improve forest health and reduce greenhouse gas emissions in 
more effective ways.  Senate Republicans will continue to advocate for a course correction that results 
in commonsense investments rather than the boondoggle that is California High-Speed Rail.   
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Resources & Environmental Protection 
 

Key Points  

 New Climate Budget Proposal.  The Administration proposes creating a Climate Budget that 
would include $1.7 billion in spending each year for the next five years to meet the state’s ambitious 
climate goals. 

 Administration-Backed Bond Proposal. The proposed $4.75 billion “Climate Resilience Bond” 
would support both critical programs and programs that will continue to cost taxpayers millions for 
little or no benefit.  

 Cap and Trade Program.  Nearly $1 billion is proposed for a program that continues to provide 
minimal impacts in actual greenhouse gas reductions.  

 Climate Catalyst Fund. The budget also proposes a plan to create a revolving loan fund to provide 
low-interest loans for climate-related projects. 

 Additional Spending. The proposal includes $135 million in spending across various departments 
within the Natural Resources Agency to support conservation, restoration, and environmental 
protection programs.  

 
 
Climate Resilience Bond 
 
Proposed Bond to Support Natural and Built Infrastructure. The Administration is proposing a 
$4.75 billion Climate Resilience Bond for the November 2020 ballot. If approved by voters, the bond 
would support projects that address wildfires as well as drought and flood risks that align with the 
Administration’s January 2020 draft Water Resilience Portfolio. The bond would also support 
community resilience programs and projects to address sea-level rise and extreme heat. The funding 
categories being proposed are outlined below.  

 $2.9 Billion in Spending for Drinking-Water, Flood, and Drought. The bond would allocate 
62 percent of the funds to projects focused on reducing risks to communities from climate impacts 
on water systems, including floods, droughts, and degraded drinking water quality. 

 $750 million for Wildfire Prevention and Mitigation. The bond would provide much-needed 
support for the costs associated with risks of wildfires. In order to facilitate the hardening of critical 
infrastructure, the bond would provide $500 million to harden drinking water infrastructure, 
emergency shelters, and public medical facilities. The bond would also build upon previous forest 
health projects with $250 million to aid these efforts.  

 $500 million to Support Sea Level Rise Programs. The bond would provide $320 million to 
support the restoration of coastal wetlands, $130 million to support projects that build the resilience 
of ocean ecosystems, and $50 million to support demonstration projects to protect infrastructure 
that is vulnerable to sea-level rise and flooding. 

 $325 million to Address and Mitigate the Effects of Extreme Heat. The bond would provide 
$200 million in spending for urban forestry projects and an expanded urban greening program that 
supports the creation of green recreational parks in underserved areas. The bond would also 
provide $125 million to support a new program to incentivize the use of "cool materials" in projects 
(e.g., paving and roofing) within vulnerable communities. 

 $250 million to Support Community Resilience Programs. The bond would allocate $25 million 
to support planning activities to develop climate resilience plans and $225 million for the 
construction of new and retrofitting of evacuation and emergency response centers.  
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Cap and Trade 
 
Cap and Trade Expenditure Plan.  As a part of the Climate Budget, the proposed budget contains 
$965 million of funding from Cap and Trade revenues for various greenhouse gas (GHG) reduction 
programs and projects. The majority of the expenditures would continue existing programs such as 
incentives for the purchase of zero-emission vehicles, replacement of older diesel school buses, forest 
health projects under SB 901 (Dodd, 2018), and projects that provide environmental, health, and 
economic benefits to disadvantaged communities. For the 2020-21 Cap and Trade Expenditure Plan, 
the allocation for the Clean Vehicle Rebate Project is proposed to be reduced by $75 million, for a new 
total of $125 million. This revised funding level reflects the potential for increased private sector 
investment in this high-growth industry via the new Climate Catalyst Revolving Loan Fund. The table on 
the following page summarizes how these funds would be allocated by program. 
 
Unfortunately, as with years past, the majority of overall Cap and Trade spending for 2020-21 would 
continue to be directed at programs that have no clear nexus to GHG reductions (High-Speed Rail, 
sustainable communities, and transit). However, at least $296 million would be directed towards 
sustainable forests and agricultural programs that will actually help reduce GHG emissions in 
California. Specifically, the proposal contains funding for (1) $208 million for healthy forests and 
prescribed burns and thinning projects and (2) $88 million for methane emission reduction, healthy 
soils, and for engine replacements and upgrades that benefit agriculture.  Given the catastrophic fires in 
recent years, millions more should be directed to forest health projects and infrastructure hardening. 
 
The $965 million makes up 35 percent of total spending that occurs each year. Under current law, the 
remaining 65 percent of Cap and Trade revenues ($1.5 billion) are continuously appropriated for transit, 
affordable housing, sustainable communities, Safe Drinking Water Program, and High-Speed Rail. The 
65/35 split does not include additional interest earnings of $224 million, the backfill of the State 
Responsibility Area fire fee ($80 million), or payment of the manufacturers’ sales tax credit ($61 million). 
In total, the Cap and Trade program is estimated to have $2.573 billion available to fund continuous, 
ongoing, and new commitments. 
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New Climate Catalyst Fund 
 
Budget Proposes to Create a Revolving Loan Fund. The budget proposes to create a third funding 
mechanism to support the Climate Budget and includes $250 million General Fund initially to create the 
Climate Catalyst Revolving Loan Fund (CCRLF). The Administration would plan to add $750 million to 
the CCRLF in 2023. The CCRLF would be administered by the state’s Infrastructure and Economic 
Development Bank in consultation with the Strategic Growth Council and the Labor and Workforce 
Development Agency to provide low-interest loans for climate-related projects. While the state is 
entering the loan market, the CCRLF is not intended to take the place of venture capital. Rather, the 
CCRLF could improve the ability of small businesses struggling to keep up with the market and the 
state’s aggressive climate goals to secure financial support while attracting private investments.  
 
For example, the CCRLF could help small-scale forest biomass-to-electricity projects that are eligible to 
sell power to the grid at a fixed price per SB 1122 (Rubio, 2012), with the explicit purpose of addressing 
tree mortality. Small projects like these struggle to raise debt financing because of their size and 
investor uncertainty around California’s utility market. A publicly aligned program for no cost or low-cost 
financing could quickly assist multi-beneficial projects that are particularly important given the state’s 
current wildfire risk and investment in aggressive forest management. The CCRLF would need to be 
subject to stringent Legislative oversight to ensure equity among loan approvals for projects, and more 
details about this proposal are needed. Climate Catalyst Fund projects would be focused on small 
businesses in the following areas:  

 Transportation emission reduction.  The loan fund would support zero-emission vehicles 
(ZEV) and charging infrastructure, including light and heavy-duty ZEV vehicles in a variety of 
transportation sectors.  

 Climate-smart agriculture and forestry.  The agricultural sector would also be eligible to 
participate in the Fund to support activities for dairy digesters, agricultural and off-road engine 
replacement, landowner loans for forest management, and community hardening. 

 Circular economy.  The Fund would be open to municipal waste and recycling, compost, wood 
waste collection and utilization, and carbon/methane capture and utilization.  

 

Water-Related Proposals 
 
Additional Funding. The Governor’s budget includes a $169 million one-time funding (General Fund) 
for programs that support the proposed actions in the draft Water Resilience Portfolio, Urban Flood 
Risk Reduction, and modernization of operations for fish, wildlife, and habitat protection. The budget 
also proposes $35 million ongoing (General Fund) for Sustainable Groundwater Management Act 
Implementation and to support five new positions for the Department of Fish and Wildlife to address the 
near-term and long-term workload needs.  
 
The final components of the Climate Budget include $257 million (Proposition 68) every year for the 
next five years to continue previously approved natural resources programs, and a one-time $51 million 
expenditure from the Alternative and Renewable Fuel and Vehicle Technology Fund to continue the 
acceleration of electric vehicle charging infrastructure.  
 
 
Biodiversity and Other Spending Proposals 
 
Additional Resources for Biodiversity Protection. The proposal would allocate nearly $135 million 
(General Fund) to various departments to supplement the Natural Resources Agency’s biodiversity 
conservation program, utilize data collection to improve constraints and inefficiencies, and to advance 
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the Administration's initiatives to protect plants and animals. Of this funding, $80 million is proposed for 
Light Detection and Ranging (LiDAR) and Remote Sensing to collect high-quality airborne LiDAR data 
statewide. The goal of the data would be to better inform resource management decisions.  
 
A portion of this funding would go toward useful programs, such as LiDAR and the proposed 
$2.2 million to maintain state property. However, the remaining funds prioritize questionable endeavors, 
such as the $6 million for the Department of Fish and Wildlife to purchase a fixed-wing aircraft to 
monitor species populations and patrol wildlife habitat areas.  
 
The remaining and ongoing $46.7 million would 1) support conservation efforts, increase participation in 
hunting and fishing, and enhance services to the public, 2) improve the protection of threatened and 
endangered species, and 3) increase the scale and pace of restoration work, and incorporate 
efficiencies into grant programs. 
 
Unknown State Park. The Governor proposes $65.1 million (various funds) for the Department of 
Parks and Recreation to advance the Parks for All initiative. While the initiative is intended to expand 
the park system and improve access to parks, this proposal also includes funding to acquire land to 
expand and create new parks, which could add to the state’s ongoing deferred maintenance issue. The 
Administration has not publicly announced the location of a potential new state park. 
 
Department of Toxic Substances Control (DTSC) Reform. The Administration proposes $3 million 
General Fund in 2020-21 and statutory changes to establish a new five-member board to set fees, hear 
permit appeals, and provide guidance to DTSC. While the failure of DTSC’s cost recovery efforts has 
been the subject of several legislative oversight hearings, concerns remain with the advancement of 
new fee-setting authority. The proposed new fee and fee restructuring authority for the five-member 
board through a statutory change would trigger a two-thirds vote. While more details are forthcoming, 
this proposal is alarming as providing additional fee authority allows increases in fees with little 
legislative oversight.  
 
Finally, the Administration is proposing another bailout for DTSC’s two main special funds: $12 million 
one-time General Fund for the Toxic Substances Control Account (TSCA) and $1 million one-time 
General Fund for the Hazardous Waste Control Account (HWCA). Over the past few years, both the 
HWCA and TSCA have had structural deficits with ongoing expenditures exceeding revenues.  
 
New Year, New Name for Division of Oil, Gas, and Geothermal Resources (DOGGR). Formerly 
known as DOGGR, the California Geologic Energy Management Division (CalGem) will receive funding 
to boost its operations. The budget proposes $24.3 million (special funds) in additional resources to 
enhance regulatory oversight, enforcement, and bonding level evaluations. The funds would support 
128 new positions, phased in over the next three years, to support activities that continue to limit the 
state’s oil supply, such as the plugging and abandonment of oil, natural gas, and geothermal wells. 
 
Farm to School Program. The budget includes $10 million General Fund in 2020-21, and $1.5 million 
General Fund in 2021-22 and ongoing, and for the California Department of Food and Agriculture 
(CDFA) to establish six positions to provide support to the Office of Farm to Fork’s California Farm to 
School Network. Nearly $8.5 million of this funding would be made available for 1) grants to schools to 
establish programs that coordinate local and California Grown food procurement and utilization in 
school meals, and 2) food and agriculture education in classrooms and cafeterias through experiential 
learning opportunities in school gardens, on farms, and other culinary and agricultural pathways. 
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Cannabis 
 

Key Points 

 Cannabis Tax Reform Proposed.  The Governor’s proposal to simplify tax collection could 
improve a confusing bureaucratic process. 

 New Department of Cannabis Control.  The proposed consolidation of regulatory entities would 
create a single point of contact for licensees, consumers, local governments, and the Legislature. 

 
Cannabis Tax Reform.  The Governor proposes to simplify the cannabis tax structure by changing the 
point of collection for cannabis taxes. The proposal moves the collection of the retail excise tax from the 
distributor to the retailer and moves the collection of the cultivation tax from the last distributor to the 
first distributor.  Under the existing structure, the California Department of Tax and Fee Administration 
(CDTFA) biannually estimates an average mark-up rate on cannabis products to determine a wholesale 
tax rate that ensures the tax paid by the distributor (before the products are actually sold) is equal to 
15 percent of the retail gross receipts.  Moving collection to the retailer will eliminate the need for 
CDTFA to conduct this exercise and will simplify the process.  The change would result in a revenue 
loss of $30 million to $70 million in 2020-21, as the collection point moves later in the process.  
However, revenues are expected to increase by approximately $25 million in subsequent years. The 
existing process has been problematic, and the Governor’s proposal shows promise.  
 
New Department of Cannabis Control.  The Governor proposes to consolidate the cannabis licensing 
and enforcement functions of the three existing entities, the Bureau of Cannabis Control, the 
Department of Food and Agriculture, and the Department of Public Health, into a single new 
Department of Cannabis Control by July 2021.  Centralizing the regulatory functions of this industry 
would create a single point of contact for cannabis licensees, cannabis consumers, and local 
governments.  It would also create a singular enforcement entity, which if structured correctly, should 
be more effective than current enforcement of licensed and unlicensed activities.  Finally, legislative 
oversight should improve, as it is easier to oversee the activities of one department rather than three.  
Although details of the consolidation are not expected until later in the year, there will likely be 
additional one-time costs and an increase to ongoing administrative costs.   As this transition occurs, 
Senate Republicans will look for opportunities for efficiencies to limit cost increases and advocate for 
more effective enforcement of the cannabis industry. 
 
Funding for Proposition 64 Programs.  The Governor’s budget projects $332.8 million will be 
available in 2020-21 to fund the required programs under Proposition 64 (2016, Adult Use of Marijuana 
Act).  After funding specified prioritized activities such as regulatory administration, local equity 
programs, and research, the remaining funds are allocated between youth education, prevention, and 
treatment programs (60 percent), environmental remediation of illegal grows (20 percent), and public 
safety (20 percent).  The funding proposed in the budget includes:  

 Education, prevention, and treatment of youth substance use disorders and school retention: 

o $140.8 million to the Department of Education to subsidize child care for school-aged 
children of income-eligible families.  Notably, $50 million of this funding supplants 
General Fund previously used to support 3,000 child care slots. 

o $37.5 million to the Department of Health Care Services for competitive grants to develop 
and implement new youth substance prevention and treatment programs. 

o $9.4 million to the California Natural Resources Agency for grants to fund youth access to 
natural or cultural resources, with a focus on low-income and disadvantaged communities.  
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o $12 million to the Department of Public Health for cannabis surveillance and education.  

 Clean-up, remediation, and enforcement of environmental impacts of illegal cannabis grows:  

o $39.9 million to the Department of Fish and Wildlife for clean-up, remediation, and 
restoration of watersheds and enforcement activities on public lands. 

o $26.6 million to the Department of Parks and Recreation to identify illegal cannabis grows, 
remediate and restore illegal grow sites on state park land, and to make road and trails 
accessible for peace officer patrol. 

 Public safety-related activities: 

o $44.8 million to the Board of State and Community Corrections to fund a grant program for 
local health and safety programs in localities that have not imposed cannabis bans. 

o $21.8 million to the California Highway Patrol’s (CHP’s) impaired driving and traffic safety 
grant program and for training, research, and policy development related to impaired 
driving. 

 
Proposition 64 Spending Bypasses Legislature.  Proposition 64 states that cannabis tax revenues 
are continuously appropriated, meaning the funds are spent without any further action by the 
Legislature. The general categories for spending are spelled out in Proposition 64, but the Governor’s 
Department of Finance asserts that it can select the specific activities to fund within those categories 
and enact them unilaterally.  Any changes to Proposition 64’s general spending categories prior to 
July 1, 2028 would need voter approval. 
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General Government 
 
Key Points 

 Independent Contractor Restrictions Enforcement. The budget proposes nearly $22 million to 
enforce Assembly Bill 5 requirements, despite ongoing legal battles.  

 Questionable Expansion for Business Oversight Agency.  The budget proposes three-year 
funding and additional positions to expand enforcement and licensing activities.   

 
Independent Contractor Restriction (AB 5) Enforcement. The budget proposes a total of 
$21.7 million to implement and enforce last year’s Assembly Bill 5 (Gonzalez), which imposes a 
three-prong test on employers when determining whether an employee can be classified as an 
independent contractor. The funds would be spent investigating claims, training employers and state 
staff, and prosecuting cases. Given the recent court injunctions regarding some groups affected by the 
law, it is not yet entirely clear how much of the law needs enforcing.  Californians would be better 
served if the Governor were to support reforms that Senate Republicans proposed (Senate Bill 238, 
2019, Grove), though legislative Democrats blocked those reforms during the 2019 legislative process.   
 

Unclear Changes to Paid Family Leave Expected. The budget proposes statutory changes to align 
the paid family leave cash benefit with job protections. Details of the proposed changes have not been 
made available, but any changes to job protections should also consider the burden on an employer, 
especially small businesses. The 2019-20 budget extended Paid Family Leave from six weeks to eight 
weeks, as part of the Governor’s goal to extend leave to six months in the future.  
 

New Labor Agency to Consolidate State’s Workforce Efforts. The Budget would reorganize the 
state’s various workforce programs and departments into a newly minted Department of Better Jobs 
and Higher Wages. The Department will be comprised of the California Workforce Development Board, 
the Employment Training Panel, Workforce Services Branch, and the Labor Market Information 
Division, which are currently housed in the Employment Development Department, and the Division of 
Apprenticeship Standards currently in the Department of Industrial Relations. No further details were 
available on the new Department.   
 

Expands Authority for Department of Business Oversight.  The budget includes $10.2 million and 
44 positions in 2020-21, growing to $19.3 million and 90 positions upon full implementation to expand 
the Department of Business Oversight’s (DBO) enforcement and licensing activities to financial service 
entities not currently regulated by the state (such as debt collectors). The budget would also change the 
name of DBO to the Department of Financial Protection and Innovation. Additional administrative costs 
would be covered by increasing fees on new businesses, resulting in even higher costs to operate in 
the state. The Administration has no information on how many new businesses would pay a fee, nor 
does the budget include an estimate of new fee revenue. Senate Republicans are concerned with the 
Administration’s potential overreach with additional regulatory authority and believe the proposal could 
be fraught with federal preemption issues, which could lead to litigation from opponents and concerns 
from businesses. 
 

Enhanced IT Security.  The budget includes $15.1 million General Fund for the California Department 
of Technology to convert 49 existing positions funded with special funds. The department’s Security 
Operations Center and the Information Security Audit program provide critical statewide security 
benefits to state entities. The need to use General Fund resources for these activities is questionable, 
as all of CDT’s activities benefit state agencies, who would then in turn reimburse CDT for those 
services. It may be more transparent and appropriate to provide reimbursement authority for the 
additional expense instead of General Fund.
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Employee Compensation & Retirement 
 

Key Points   

 Generous New Contracts Contribute to Employee Cost Increases.  Employee compensation 
will increase by $1.5 billion in 2020-21 as state implements six lucrative new contracts and prepares 
to renegotiate seven more.  

 Retirement Costs Continue to Rise.  State costs for employee and teacher pensions will reach 
nearly $10.9 billion, crowding out resources from other state programs.   

 
 
Employee Compensation 
 
Generous New Bargaining Contracts Drive Costs Higher.  The budget reflects six new contracts 
entered in 2019 with multiple bargaining units, including correctional officers, the highway patrol, 
engineers, and various employees represented by the Service Employees International Union.  These 
contracts last from one to four years in duration, and they include bargained annual “general salary 
increases,” most commonly equal to 2.5 percent or 2.75 percent. In addition, some of the contracts 
provide “special salary adjustments” ranging from 1.45 percent to over 24 percent, as well as 
geographic salary adjustments, vacation buy-outs, and other compensation increases. Collective 
bargaining negotiations with seven more bargaining units will commence in 2020-21.  
 
In addition to general pay increases and other compensation adjustments provided through bargained 
contracts, California state workers typically receive annual salary increases of up to 5 percent each 
year upon the anniversary of their hiring dates.  The increases negotiated in bargaining agreements are 
in addition to the standard raises, meaning that individual employees could receive raises of 
7.75 percent plus any “special salary adjustments” in a particular year.  Unfortunately, in many cases 
the raises are not justified by data comparing state pay to other employers or to recruiting needs.  
 
State Employee Compensation Increases.  After accounting for the new contracts, the budget 
includes an additional $1.5 billion ($654 million General Fund) for employee pay raises and benefits in 
2020-21.  With these planned increases, the state is on pace to spend over $12 billion ($6.2 billion 
General Fund) cumulatively for increased employee compensation and benefits over the past five 
years.  The new contracts commit the state to spending $5.3 billion ($2.1 billion General Fund) over the 
contract periods. Given the state’s persistently high debts, which still total more than $260 billion (as 
summarized in the table on page 59), a more prudent course would be to limit pay increases to the 
standard 5 percent annual raises that employees can already earn.  Adding more general salary 
increases or special salary adjustments only makes fiscal sense if employee unions agree to offsetting 
concessions elsewhere.  
 
 
Pension and Retiree Health  
 
Public Employee Pension Costs Continue to Rise.  The budget provides $7 billion total funds 
($4 billion General Fund) in employer contributions to Public Employee Retirement System (PERS) for 
state employees’ retirement costs, including $739 million for California State University employees.  
This is 5.7 percent more than the amount budgeted in 2019-20. 
 
Teacher Pension Costs Continue to Rise.  The budget provides $3.6 billion General Fund to pay for 
the state’s share of State Teacher Retirement System (STRS) costs.  This is an 8 percent increase 
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above 2019-20 spending. Per last year’s budget, an $805 million supplemental payment will be made to 
STRS in 2020-21.  
 
Retiree Health Care Benefits.  The budget includes $2.2 billion General Fund for health care benefits 
for state retirees, California State University retirees, and dependents.  Retiree health care benefits 
continue to be paid out mostly on a “pay-as-you-go” approach, which has led to the creation of an 
$86 billion unfunded liability.  Pre-funding contributions from the state will provide $703 million in the 
budget year.   
 
Total State Cost for Retirement Programs.  To evaluate the total effects of the budget actions 
described above, the graph below illustrates combined budgetary costs for employer contributions to 
CalPERS and CalSTRS, along with retiree health costs for the past decade.  
 

 
 

 
 
State pension and retiree health costs combined will cost $14 billion in 2020-21 and have roughly 
doubled since 2012-13.  During that same period the state’s overall budget grew by approximately 
50 percent, indicating that these costs are taking an increasing share of the overall budget.  
 
The Legislature and Governor Brown enacted “funding plans” for both PERS (2012) and STRS (2014) 
in an effort to reduce unfunded liabilities. While these plans did help to mitigate the creation of some 
future liabilities, pension and retiree health liabilities still exceed $180 billion. Without additional reforms, 
state programs will see larger portions of their budgets siphoned off to pay for pension and retiree 
health costs.  However, Democrats have taken only modest steps to address this problem, while 
repeatedly awarding significant new raises to employees, thus increasing the challenge of addressing 
retiree costs. 
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Debts and Liabilities 
 
Key Points 

 Budget Only Includes Minimum Required Debt Payments.  The budget would make 
$10.2 billion in bond and other debt payments, the minimum required under state law. 

 No New Supplemental Payments Despite Surplus.  Despite the surplus and still-high health and 
pension liabilities, the budget fails to propose new supplemental reductions.  

 
 
Standard Bond Debt and Proposition 2 Payments.  The January budget includes $10.2 billion to pay 
a portion of the state’s current bond debts and pension liabilities, including the following major 
payments: 

 $8.2 billion to pay debt service costs for the state’s outstanding and planned general obligation 
and lease revenue bonds in 2020-21, as required by the California Constitution and respective 
debt issuance documents.  At this time, the state owes $73.7 billion on outstanding general 
infrastructure bonds and owes $8.6 billion on lease-revenue bonds.  Additionally, there are 
$39.9 billion of general obligation and lease-revenue bonds ($32.7 billion and $7.2 billion 
respectively) that are authorized but not issued. As these bonds, and any bonds approved on 
2020 ballots, are issued, the state’s debt service costs will continue to rise. 

 $2.0 billion to pay state liabilities as mandated by Proposition 2, which was approved by the 
voters in November 2014. After the 2019 Budget Act used Proposition 2 debt repayments to 
eliminate remaining budgetary borrowing, all of the Proposition 2 payments in 2020-21 would go 
towards reducing unfunded pension and retiree health liabilities. These payments are part of the 
normal Proposition 2 requirements.   

 
No New Supplemental Payments Proposed. The majority of the liabilities shown in the table—
$220 billion—are for retirement costs for state and University of California employees. In recent years, 
some steps have been taken to address the long-term costs of retirement programs, but liabilities 
continue to threaten the state’s budgetary health. In 2012, the California Public Employees’ Pension 
Reform Act (PEPRA) was enacted, which will lower future costs by reducing pension benefits for new 
hires, stopping abusive practices, and requiring employees’ to pay at least half of their pension costs. In 
2014, the budget included a funding plan to restore fiscal solvency to the state’s teacher pension 
system over three decades. In 2016, the state and its employees began to share equally in the 
prefunding of retiree health benefits to reduce what was then a $74.1 billion unfunded liability, but that 
liability will grow to $85.6 billion in 2020-21.  
 
The UC pension liability is now projected to be $18.1 billion, a massive increase of 67 percent 
compared to a year earlier. This change is largely due to the UC board adopting more realistic actuarial 
assumptions, including a reduced projection of investment returns from 7.25 percent to 6.75 percent.  
Not only have liabilities continued to grow as assumptions that are more realistic are built in, but steps 
to pay down the liabilities have been counteracted by the state granting public employee unions 
generous annual pay raises, which increase both current costs and future liabilities.   
 
The 2019 Budget Act commendably included an extra payment of $2.5 billion toward reducing the state 
pension liability, along with a plan to pay an additional $500 million over the next three years.  The 
Governor’s budget proposes to shift the $500 million forward into 2019-20, but it neglects to propose 
more supplemental payments to reduce liabilities further.  With a projected $5.6 billion one-time 
surplus, more should be done to address the liabilities that have resulted from past policy mistakes.  
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2020-21 2021-22 2022-23 2023-24
 

State Retirement Liabilities

State Retiree Health $85,595 $340 $350 $365 $375 $84,165

State Employee Pensions $59,714 $817 $791 $871 $1,123 $56,112

Teachers' Pensions (state portion) $33,400 $802 $615 $345 $31,638

Judges' Pensions $3,299 - - - - $3,299

Deferred payments to CalPERS2 -             - - - - -          

  Subtotal $182,008 $1,959 $1,756 $1,581 $1,498 $175,214

Other State Debts

  Long-Term Bonds - General Obligation & 

     Lease-Revenue 

$80,300 $8,230 8,382     8,247    8,534   $46,907

  Suspended Local Mandates 565 -        -         -       -       $565

  Education Mandates 1,100 -        -         -       -       $1,100

  Subtotal $81,965 $8,230 8,382     8,247    8,534   $48,572

State Total Debt $263,973 $10,189 $10,138 $9,828 $10,032 $223,786

Other Public Debts

Teachers' Pensions (Local Districts) $68,592 -        -         -       -       N/A

University of California Liabilities*

UC Employee Pensions 18,100 -        -         -       -       N/A

UC Retiree Health 19,800 -        -         -       -       N/A

  UC Subtotal $37,900 -        -         -       -        

Total, State and Other Public $370,465 $10,189 $10,138 $9,828 $10,032

*UC liabilities technically belong to the UC system alone, not the State of California, due to UC's constitutional autonomy, but 

these liabilities are nonetheless included as eligible for repayment under Proposition 2. 
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Senate Republican Fiscal Staff Assignments 
 

Kirk Feely, Fiscal Director 
Andrea Mullen, Budget Committee Assistant 

 

Contact Number: (916) 651-1501 
 
 

Assignment Area Consultant

Public Safety, Judiciary, 

Corrections
Matt Osterli

Natural Resources & 

Environment
Emilye Reeb

Human Resources & Labor Rebecca Hamilton

Revenue, General 

Government & Housing
Chantele Denny

Transportation, Energy & 

Consumer Affairs 
Heather Wood

Education Jean-Marie McKinney

Health & Veteran Affairs Anthony Archie
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