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Executive Summary 
 
Overview.  The May Revision projects a deficit of $54 billion that the Governor proposes to close 
through a mix of actions, including reserves, federal funds, internal borrowing, tax increases, and 
program reductions.  The largest single category is a list of $14 billion “trigger cuts” that would be made 
to programs unless the federal government authorizes additional funds for states and local 
governments.  The May Revision maintains or revises several proposals for wildfire preparation and 
mitigation that were included in the Governor’s January proposal.  Overall concerns are that the budget 
gives little indication that Governor Newsom will roll back costs and mandates imposed on businesses, 
even as many of those businesses will struggle to reopen or stay open. In fact, the Governor proposes 
more than $4 billion in new taxes on businesses, and would still spend $22 million to enforce AB 5, 
continuing to hold out-of-work Californians back from income opportunities. Additionally, several major 
new expansions of state programs that were enacted in recent years would be maintained, even though 
those expansions are now shown to be unaffordable. Finally, the May Revision misses opportunities to 
redirect funds from low priorities like the unworkable High-Speed Rail project.  
 
Deficit Would Reach Tens of Billions of Dollars.  The Governor’s May Revision estimates a General 
Fund deficit of $54 billion by the end of 2020-21.  This would be the combined result of a revenue 
decline of $41 billion, higher spending of $7 billion for health and human services programs, and 
$6 billion in spending to respond to COVID-19.  This deficit is based on tax revenue estimates that are 
between $2 billion and $13 billion lower than those estimated by the nonpartisan Legislative Analyst’s 
Office.   
 
Mix of Actions Proposed to Address Deficit.  The Governor proposes several major categories of 
actions to address the $54 billion deficit: 
  

 $14 billion in “trigger cuts” that would be made to existing programs if the federal government 
does not provide additional funds for states and local governments. These cuts would include a 
10 percent reduction to schools’ Local Control Funding Formula and reductions to 
developmental service provider payment rates.  

 $8.8 billion by drawing down various state reserves, including $7.8 billion from the Rainy Day 
Fund, $524 million from the Public School Safety Account, and $450 million from the Safety Net 
Reserve Fund. 

 $8.4 billion by foregoing program expansions that were either proposed in the Governor’s 
January 2020 proposal, such as $250 million for a Climate Catalyst Fund, or that were 
authorized in the 2019-20 Budget Act but not yet implemented. 

 $4.4 billion from tax increases, including the suspension of net operating losses for businesses 
and limiting business tax credits.   

 $10.4 billion in loans or transfers from state special fund accounts or deferrals.   

 $8.3 billion in federal funds that have already been authorized, including $5.1 billion in higher 
federal payments for Medi-Cal and $3.8 billion from the Coronavirus Relief Fund.  

 
Governor Seeks Broad Authority for More COVID-19 Expenditures. The May Revision anticipates 
spending $8.6 billion in response measures, including $2.4 billion that has already been authorized 
under emergency spending. However, as part of this amount, the Governor seeks additional broad 
authority to spend $2.9 billion in unclear ways with only 72 hours’ notice to the Legislature.  
 
Extraordinary Federal Assistance, but Governor Seeks More.  Federal assistance will provide an 
astonishing $186 billion to the state or directly to individuals and local governments.  The state would 
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direct part of its federal share to assist school districts and local health authorities. Despite this 
extraordinary level of federal assistance, the Governor is asking for still more bail-out money from 
Washington, DC, all the while continuing to fund an onslaught of lawsuits against federal authorities.  
 
Two Million More Californians on Medi-Cal, with Provider and Program Cutbacks. The 
Administration projects that by July 2020 enrollment in Medi-Cal would increase to 14.5 million 
Californians, 2 million more than originally projected in January. This results in total program costs of 
$112.1 billion ($23.2 billion General Fund) in 2020-21, a 12.7% increase in costs from 2019-20. To help 
pay for this increase, the Governor scales back a number of Medi-Cal benefits and program 
expansions. While the Governor withdraws his proposal to expand Medi-Cal to undocumented seniors 
to save $87 million in General Fund, he continues the recent expansion to 105,000 undocumented 
young adults at a General Fund cost of $296 million in 2020-21. In addition, the Governor uses 
$1.2 billion in Proposition 56 tobacco tax funds for general Medi-Cal spending rather than for increased 
Medi-Cal provider payments.  
 
Maintains CalWORKs Grant Levels But Cuts Childcare and Employment Services. The May 
Revision proposes to keep the approximately $800 million in recent CalWORKs grant increases, while 
at the same time cutting essential services such as child care and employment services that aid 
participants in becoming independent of state support. The May Revision estimates an increase of 102 
percent in CalWORKs enrollment for an average monthly caseload of 724,000 families. 
 
Estimates $43.8 billion in Unemployment Insurance Benefits, a 650% Increase. The May Revision 
reflexes $43.8 billion in UI benefits for the 2020-21 budget year. The Administration indicates these 
benefits will be paid through a combination of federal loans, federal grants, and the traditional employer 
contributions.  
 
Despite Budget Deficit, Administration Maintains AB 5 Enforcement Funding. Despite AB 5 
handicapping the flexibility of workers statewide, especially during the COVID-19 crisis, the May 
Revision proposes to keep the approximately $22 million for AB 5 enforcement as proposed in the 
January budget.  
 
Closure of Barstow Veterans Home Equates to No New Admissions into All Veterans Homes. 
Even though this action removes 175 elderly and disabled veterans from their residence in the midst of 
a pandemic and results in a net General Fund increase of $2 million in 2020-21, Governor Newsom still 
wants to permanently close the California Veterans Home in the city of Barstow in hopes of savings in 
future budget years. But any future savings are only realized by halting admissions of new veterans to 
all veterans homes over the next three years as the transplanted Barstow residents would likely take 
priority over new applicants.  
 
Proposes 10 Percent Trigger Cut to State Worker Wages. Beginning in July 2020, the May Revision 
proposes a 10 percent across the board pay cut for state workers, resulting in $2.8 billion in budget 
savings ($1.4 billion General Fund). While cutting some employees pay, the May Revision also 
proposes $604 million ongoing ($261 million General Fund) in salary increases for certain state 
employees. 
 
Proposes $364 million in Trigger Cuts to Developmental Services. Despite a rate study released 
last year indicating the developmental services provider system was underfunded by $1 billion, the May 
Revision makes approximately $364 million in trigger cuts, largely related to provider rates and 
utilization, absent federal funding, and removes approximately $11 million in provider rate adjustments 
regardless of the receipt of federal funds. 
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Proposition 98 Education Spending.  The May Revision proposes to fund Proposition 98 at the 
constitutionally required minimum of $70.5 billion.  Changes in the minimum guarantee are driven 
largely by General Fund revenue, which declined significantly in 2019-20 and estimated into 2020-21.  
The May Revision update reflects a decrease of $14 billion from the Governor’s Budget and a $4 billion 
or 5 percent decline in the current year. The May Revision also proposes to withdraw all of the funding 
in the Public School System Stabilization Account, which was projected to be $524 million in 2019-20. 
 
Learning Loss Mitigation.  The May Revision proposes to use $4.4 billion in federal funding to 
address learning loss related to COVID-19 school closures.  This amount includes $4 billion of the 
state’s $9.5 billion allocation from the Coronavirus Relief Fund and the states entire allocation, $355 
million, from the Governor’s Emergency Education Relief Fund.  Money could be used for a variety of 
activities including learning supports, extending the instructional school year, providing additional 
academic services for pupils and providing integrated student supports to address other barriers to 
learning.  
 
Department of Early Childhood Development.  The May Revision adjusts the Governor’s proposal to 
establish the Department of Early Childhood Development under the Health and Human Services 
Agency.  Specifically, the Administration proposes to transfer existing early learning and child care 
programs to the Department of Social Services, which aligns all child care programs within one 
department in state government.  $2 million General Fund in 2020-21 is maintained to support this 
transition. 
 
Additional Special Education Funding.  The May Revision maintains the Governor’s Budget 
proposed increase to special education base rates, updated to $645 per pupil at May Revision.  This 
figure reflects the suspension of the 2.31 percent cost-of-living adjustment proposed at the Governor’s 
Budget and will be apportioned on a three-year rolling average of local educational agency average 
daily attendance. 
 
School Pension Relief by Repurposing Previous Payments.  The May Revision includes $2.3 billion 
to reduce school and community college employer pension contribution rates in 2020-21 and 2021-22.  
Funding for this proposal would come from repurposing the $2.3 billion in supplemental payments 
provided in the 2019-20 budget to pay down school and community college unfunded pension liabilities.  
The repurposed funds are expected to reduce the district contribution rates for CalSTRS and CalPERS 
by roughly 2.2 percentage points in each 2020-21 and 2021-22. 
 
Eliminates $565 million in Funding for Housing. The May Revision would reduce funding for 
housing programs across the state, taking back $565 million from the 2019 Budget Act for various 
mixed-income and infill infrastructure projects critical to support the state’s long-term plan to increase 
the production of housing units. 
 
New Taxes Could Hinder Employment and Extend Crisis. The Governor’s May Revision includes 
several proposals that increase state General Fund revenue by $4.4 billion in 2020-21. The proposals 
include temporarily suspending net operating losses for medium and large companies and temporarily 
limiting to $5 million the amount of tax credits that can be used.  The suspension and limitation would 
be in effect for the next three years, through 2023-24. The proposals would generate $3.3 billion in 
2021-22, and $1.5 billion in 2022-23. 
 
Continues to Expand Authority for Department of Business Oversight.  The May Revision 
continues to expand the Department of Business Oversight’s enforcement and licensing activities to 
financial service entities not currently regulated by the state (such as debt collectors), proposing to fund 
the expansion with new fees on businesses. 
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Modest Support for Businesses Ineligible for Federal Relief. The May Revision includes $50 million 
to support the Small Business Loan Guarantee Program operated by the Small Business Finance 
Center at the California Infrastructure and Economic Development Bank (I-Bank). This would expand 
on the Governor’s earlier emergency action to provide $50 million to the I-Bank.  
 
Modest Small Business Tax Relief.  The May Revision continues to propose 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.   
 
Sales Tax Exemptions Extended.  The May Revision proposes to extend, for two additional years, the 
sales tax exemptions for diapers and menstrual products that were included in the 2019 Budget Act.  
These exemptions are projected to reduce revenues by approximately $35 million annually.  Local 
sales taxes would also decrease, bringing total revenue losses to roughly $75 million annually.   
 
Emergency Preparedness and Response Funding.  The May Revision retains many of the 
emergency preparedness and response proposals included in the Governor’s January budget, 
including: 
 

 $50 million General Fund for community power resiliency.   

 $17.3 million General Fund loan for the Earthquake Early Warning System. 

 $38 million General Fund (an increase of $21.5 million over the January budget) for ongoing 
disaster recovery efforts covered by the California Disaster Assistance Act. 

 $9.2 million General Fund and $200,000 federal funds to support increased disaster 
preparedness and response activities at the Office of Emergency Services (OES). 

 $503,000 General Fund to transfer the duties of the Seismic Safety Commission to OES. 

 $2 million to create the Wildfire Forecast and Threat Intelligence Integration Center.  

 $11 million General Fund for a multi-agency cybersecurity effort to harden the state’s critical 
networks. 

 
Funding to Increase Surge Capacity During Wildfire Season. The May Revision includes 
$85.6 million in General Fund spending this year and $135.1 million ongoing to the Department of 
Forestry and Fire Protection (CalFire) for a staffing relief package. The proposal is a shift away from the 
previous spending plan presented in January to support a new training center, training equipment, and 
administrative costs. Instead, the May Revision proposes to use this funding for additional seasonal 
staff at the peak of the fire season, while also supporting a plan to phase in permanent, year-round 
positions. The modification is a welcome change from the January budget given the effects of COVID-
19 on state revenues, and the fact that this fire season is forecasted to begin earlier than past years.  
 
Mitigation of Utility-Caused Wildfires.  With the continuation of several Governor’s January 
proposals and a small increase proposed in the May Revision, the California Public Utilities 
Commission is slated to receive 106 new positions and $30 million to address issues related to utility-
caused wildfires.  
 
Scales Back Expansion of Wildfire Programs from Previous Proposals. The Revision includes $2 
million in funding for a Wildfire Forecast and Threat Intelligence Integration Center under SB 209 
(Dodd, 2019). The above financing is a reduction from $6.8 million General Fund across various 
departments. The May Revision also proposes to withdraw $101.8 million ($26.8 million General Fund) 
for Cal OES and CalFire to implement the home hardening pilot grant program authorized by AB 38 
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(Wood, 2019). While AB 38 received mixed support from Senate Republicans due to new disclosure 
requirements and how funding would be awarded, the Revision maintains $8.3 million from the 
Greenhouse Gas Reduction Fund (GGRF) for CalFire to meet defensible space-related and other 
requirements under AB 38. 
 
Continues Wasteful Spending on Land Acquisitions. While the May Revision has scaled back the 
initial proposal to spend $20 million on a New State Park, it still includes $5 million from the General 
Fund to secure a new, undisclosed property. The Revision also includes $4.6 million from various bond 
funds to acquire inholding properties that expand existing state parks. Given the state’s deferred 
maintenance problems and the impacts of COVID-19 on all department budgets, the decision for the 
Administration to include these tone-deaf purchases is an example of wasteful spending.   
 
Judiciary Trigger Reduction.  The May Revision includes what likely amounts to a poorly thought out 
gamble on the state receiving federal coronavirus bailout funds.  It includes a reduction of more than 
$216 million in baseline reductions to the courts that triggers off only if the state receives its share of 
roughly $500 billion in federal bailout money.  The Judicial Council postponed or otherwise delayed 
tens of thousands of civil and criminal cases to curb the spread of COVID-19.  Although there is also a 
proposal for $50 million for the courts to work through the resulting backlog, the net of baseline 
reductions and the $50 million augmentation would likely still leave the courts lacking sufficient 
resources to provide the current level of service and work through the backlog.  Baseline reductions to 
court operations at this moment in time could be catastrophic to the state’s justice system. 
 
Doubling Down on Prison Closure.  The May Revision maintains the Governor’s January concept of 
closing a state prison by proposing the closure of one facility in 2021-22.  In addition, the Governor 
proposes to close a second facility in 2022-23.  To accomplish this, he assumes the recent downward 
population trend continues, and he proposes to streamline the reception center process to get inmates 
into credit-earning programs earlier and to further expand sentence credits.  Instead of looking for more 
ways to let criminals out of prison, the Governor should look for ways to support victims of crime and 
prevent additional victimization. 
 
Counties Take Remainder of Juvenile Justice Burden.  The May Revision scraps the Governor’s 
signature proposal to shift the Division of Juvenile Justice (DJJ) to a new department in the Health and 
Human Services Agency, and instead shifts responsibility for all remaining juvenile commitments to the 
counties.  DJJ houses the highest-risk juvenile offenders.  This policy would be an especially hard hit to 
small- and medium-sized counties who lack the capacity and programs to serve this offender 
population. 
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Revenues, Expenditures, and Deficits 
 

Key Points 

 Mix of Actions Proposed to Address Deficit.  The Governor proposes a range of solutions, 
including “trigger” cuts, reserves, federal funds, loans, and deferrals to close a $54 billion deficit.  

 Additional COVID-19 Response Expenditures. The May Revision anticipates spending 
$8.6 billion in response measures, including a proposal for additional authority to spend billions on 
undetermined actions with only 72-hour notice to the Legislature.   

 Expenditures Still Include Many Recent Expansions. Despite the ongoing deficits, the May 
Revision rolls back few of the recent major program expansions that placed California on the verge 
of deficits even before the pandemic began.  

 Federal Funds Assist in Response and Budget Solutions.  Federal assistance will provide an 
astonishing $186 billion to the state, individuals, and local governments.  

 

General Fund Revenues Decline, but Federal Funds Increase Overall Budget.  The pandemic 
would reduce General Fund revenues by 11 percent in 2020-21, compared to the enacted 2019 budget, 
as shown in the table below.  However, the massive infusion of federal funds would drive the overall 
budget up by nearly 15 percent.  Individual departments and programs may experience changes that 
differ substantially from the overall picture, though.   
 

 
 
 
 

Revenues and Expenditures by Fund
Dollars in Billions

Revenues - General Fund $146  $139  $130  

Change from 

2019 Budget Act
  -4.8% -11.2%

Expenditures
% of  

Total

% of  

Total

% of  

Total

General Fund $148 46% $146 43% $134 36%

Special & Bond Funds $67 21% $65 19% $69 19%       

Total, State Funds $215 67% $212 63% $203 55%

Change from 

2019 Budget Act
-1.5% -5.3%

Federal Funds $106 33% $126 37% $165 45%

Total, All Funds $321 100% $338 100% $368 100%

Change from 

2019 Budget Act
5.2% 14.7%

Budget Act

2019-20

May Revision Proposed

2019-20 2020-21
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Deficit Would Reach Tens of Billions of Dollars.  The Governor’s May Revision estimates a General 
Fund deficit of $54 billion by the end of 2020-21.  This would be the combined result of a revenue 
decline of $41 billion by June 2021, higher spending of $7 billion for health and human services 
programs, and additional spending of $6 billion to respond to COVID-19.   
 
LAO Estimates Range of Revenues and Deficits. Last week the nonpartisan Legislative Analyst’s 
Office (LAO) estimated a net deficit ranging from $18 billion to $31 billion.  Key differences between the 
LAO’s and the Governor’s estimates are that the LAO included a range of revenue declines, not just 
one, and already included some net savings from federal funds.  The Governor’s revenue projection—a 
decline of $41 billion by June 2021—is about $2 billion worse than the LAO’s more pessimistic 
scenario. However, the LAO’s more optimistic scenario projects major revenues sources would be $13 
billion higher than the Governor’s forecast.  All these forecasts are more uncertain than usual and 
highly dependent on the pace of reopening the economy, both in terms of government mandates and 
consumers’ willingness to resume previous behavior.  
 
Governor Seeks Broad Authority for More COVID-19 Expenditures. The May Revision anticipates 
spending $8.6 billion in response measures, including $2.4 billion that has already been authorized 
under Senate Bill 89 (Committee on Budget and Fiscal Review, 2020), the emergency measure passed 
in March, or through discretionary reserve transfers.  A majority of these funds are likely to be 
reimbursed by the federal government.  
 
The May Revision proposes to expand the SB 89 process by authorizing the Governor to spend 
another $2.9 billion on undetermined actions with only 72-hour notice to the Legislature.  However, 
circumstances have changed since March.  Hospitals are far from being overrun, and the Legislature is 
back session.  Additionally, the Governor used part of the SB 89 authority for spending that was not 
related to emergency health response.  Finally, the Governor signed multiple contracts without sharing 
key information with the Legislature, which was left to learn details from reporters who filed public 
records requests. As such, there is little reason for the Legislature to delegate such substantial 
authority again to the Governor.  
 
Mix of Actions Proposed to Address Deficit.  The Governor’s proposes several major categories of 
actions to address the $54 billion deficit, each of which is summarized below along with the percentage 
the category provides out of the total solution package. Notably, out of all the solutions, only the so-
called “trigger cuts” (26 percent of the total solution package) represent actual programmatic 
reductions.    
  
 Trigger Cuts (26 Percent). $14 billion in “trigger cuts” that would be made to existing programs if 

the federal government does not provide additional funds to bail out states and local governments. 
Significant cuts include the following:  

 $7.0 billion through a 10 percent reduction to schools’ Local Control Funding Formula 
and to categorical programs. 

 $1.9 billion in reductions to state employee compensation.  

 $1.8 billion in reductions to community colleges, the University of California, and the 
State University systems.  

 $300 million to reduce developmental service provider payment rates, despite the 
Administration’s 2019 study that showed services are still underpaid by $1 billion. 

 $205 million to reduce hours for In-Home Supportive Services recipients by 7 percent.  
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 Reserves (16 Percent). $8.8 billion by drawing down various state reserves, including: 

 $7.8 billion from the Rainy Day Fund (Budget Savings Account) in 2020-21. The 
remainder would be drawn down over two subsequent years.  

 $524 million from the Public School Safety Account, the entirety of the account.  

 $450 million from the Safety Net Reserve Fund, which is half the fund balance.  The 
remainder would be withdrawn in 2021-22.  

 Withdrawal of Current Year Actions or January Proposals (15 Percent). $8.4 billion by 
foregoing program expansions that were either proposed in the Governor’s January 2020 proposal, 
such as $250 million for a Climate Catalyst Fund, or that were authorized in the 2019-20 Budget Act 
but not yet implemented. 

 Tax Increases (9 Percent). $4.4 billion from tax increases, including the suspension of net 
operating losses for businesses and limiting business tax credits. These are described in more 
detail in the Taxes section.  

 Deferrals (12 Percent). $6.3 billion in Proposition 98 payment deferrals from June 2021 to July 
2021, which artificially make 2020-21 spending look smaller but simply shift the costs to 2021-22 by 
the same token.  

 Loans and Transfers (8 Percent) $4.1 billion in loans and transfers from state special funds to the 
General Fund, including $2.9 billion in loans and $1.2 billion in revenue transfers. 

 Federal Funds (15 Percent).  $8.3 billion in federal funds that have already been authorized, 
including $5.1 billion in higher federal payments for Medi-Cal and $3.8 billion from the federal 
Coronavirus Relief Fund.  

 
Deficits Continue Throughout Forecast.  Apart from the trigger reductions, most of the solutions 
proposed by the May Revision are limited-term in nature and do not provide ongoing reductions in 
program levels.  Safety net program spending would increase substantially due to higher enrollment in 
Medi-Cal, CalWORKs, and related programs.  A newly proposed K-12 spending formula, which would 
supplement Proposition 98, would also add to spending growth.  Thus, as shown in the chart below, 
General Fund expenditures decline temporarily in 2020-21 but then resume climbing the following year.  
Annual revenues never catch up with General Fund spending in the Governor’s forecast.   
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Previous Expenditure Growth Created Imbalance Prior to Pandemic. Clearly the pandemic is 
largely responsible for the current deficit outlook.  However, even prior to the pandemic, the state 
already faced deficits in the near future despite record-high revenues.  Both the Governor’s June 2019 
budget forecast and his January 2020 forecast assumed roughly $1.8 billion in trigger cuts would have 
been necessary within three years to keep the state from incurring operating deficits. This office wrote 
in our May Revision 2019 report:  

[As] revenue growth slows and expenditures continue to rise steadily, the [2019] May 
Revision forecasts operating surpluses of only 0.5 percent, 0.4 percent, and 0.1 percent 
in the three years following 2019-20.  This outlook… displays the precariousness of the 
state’s current strong fiscal position.  If the programs proposed to sunset in fact continue, 
the forecast would include operating deficits potentially beginning in 2021-22. 

Unfortunately, that precarious fiscal situation, combined with the major economic shock of COVID-19, 
has now created deficits for California’s foreseeable future under Governor Newsom’s plan.   

 
May Revision Maintains Many Recent Expansions.  Despite the forecast of persistent deficits and 
the Governor’s claim that federal funds are needed to bail out California, the May Revision does little to 
unwind the many expansions in redistribution or “resistance” programs made by Sacramento 
Democrats in recent years.  The state’s poorly conceived minimum wage law (Senate Bill 3, Leno, 
2016), which pretends that the Central Valley and Silicon Valley have the same cost of living, is 
projected to cost the state over $2 billion General Fund in 2020-21.  California’s policies against 
cooperating with federal authorities, even in cases of undocumented individuals with criminal 
convictions, is now projected to cost $68 million General Fund to make up for lost federal funds.  The 
May Revision also maintains recent expansions of full Medi-Cal benefits for undocumented young 
adults and youths, now projected to cost $532 million in 2020-21, while cutting Medi-Cal benefits like 
full dental services for all Medi-Cal recipients. In other words, Governor Newsom wants to keep alive 
the progressive dream of a society micromanaged by a massive government, even though the cost of 
that fantasy is now shown to be unaffordable.   

 
Federal Funds Assist in Response and Budget Solutions.  Federal assistance will provide an 
astonishing $186 billion to the state, individuals, and local governments.  In addition to funds that 
California is using to address its budget deficit, federal funds are paying for COVID response actions, 
assisting local governments, providing unemployment insurance payments to Californians, and loaning 
money to small businesses.  The table on the next page summarizes currently authorized federal 
assistance by recipient group.  A welcome proposal in the Governor’s May Revision is to use a portion 
of the state’s $9.5 billion share of the Coronavirus Relief Fund to provide additional aid to local school 
districts ($4.0 billion) and counties’ health response actions ($1.3 billion).  Individual components of 
federal assistance are described in other sections of this report.  
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Source: Department of Finance 

 
Despite the extraordinary level of existing federal support, the Governor seeks still more federal support 
to bail out California’s budget, as indicated by the $14 billion in trigger cuts built into the May Revision.  
The irony of this request is striking.  The Governor has frequently boasted that California is a “nation 
state” modeling a progressive alternative to the backward policies of Washington, DC, and the May 
Revision continues to include at least $7 million to sustain the onslaught of “resistance” lawsuits that 
California files against the federal government.  Despite the boasts, Governor Newsom needs the 
federal government to fund his progressive dream. 
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Taxes 
 
Key Points 
 
 Tax Increases Proposed Despite Recession. The budget proposes new tax increases that would 

generate $4.4 billion in General Fund revenue in 2020-21.  

 Governor Maintains Prior Tax Increases Amid Recession.  The budget continues to propose 
several tax changes that could further restrict the state’s recovery. 

 

New Taxes Proposed Despite Recession. The Governor’s May Revision includes new taxes that 
would increase state General Fund revenue by $4.4 billion in 2020-21, $3.3 billion in 2021-22, and $1.5 
billion in 2022-23. The budget proposes to temporarily suspend net operating losses (NOLs) for 
medium and large businesses (those with income below $1 million would be exempt from this 
proposal), as well as temporarily limit business incentive tax credits from offsetting more than $5 million 
of tax liability, both for three years (tax years 2020, 2021, 2022). The tax increases would generate an 
additional $1.8 billion for K-14 education under Proposition 98 formulas.  
 
The Great Recession included the suspension of the NOL corporate tax benefit, which generated 
approximately $4 billion in revenue over several years.  Both corporations as well as personal income 
taxpayers with business income claim NOLs, but the Administration is unable to provide an estimate of 
the number of taxpayers impacted by the tax increases. The Administration does indicate that the 
majority of the NOL dollars would not be allowed as most of the NOLs belong to a relatively small 
number of taxpayers.  Any taxpayer that is not allowed to claim an NOL because of the suspension will 
be given an additional year in the future to use the NOL (note that the current limit for NOL 
carryforwards is 20 years). 
 
The proposed tax increases included in the Governor’s May Revision come on the heels of several 
new tax increases approved as part of the 2019 Budget Act. The 2019 tax increases were projected to 
generate more than $1.5 billion annually.  Although the Governor and Democrats identified the 2019 
tax increases as merely “conforming” with federal tax law, several of the provisions did not truly 
conform, and the choice of which tax provisions to modify was driven by the Democrats’ goal to 
increase revenue. 
  
Senate Republicans have been concerned with the significant spending sprees over the past several 

years of economic growth, and now hard choices are necessary due to the lack of fiscal prudence by 

Sacramento Democrats.  Solving the budget gap on the backs of California businesses will further 

harm job opportunities for Californians and would be another obstacle to recovery, following on other 

problematic policies like the Governor’s executive order to create a presumption of business liability for 

COVID-19 worker’s compensation.   

 

Minimal Tax Relief for Some Small Businesses.  The May Revision continues to propose 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, assuming about 125,000 new 
eligible entities claim the exemption each year.  The exemption would sunset on January 1, 2026, and 
the Franchise Tax Board would be required to annually report the number of first-year businesses that 
are affected by the exemption.  
 
Although the proposal would provide consistency with corporations in California, it is unclear if the 
change would benefit those small businesses most affected by the recent pandemic. The one-time tax 
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exemption provides a relatively limited amount of financial assistance to new businesses relative to the 
overall cost of starting a new business. The state could potentially better assist businesses in creating 
jobs with an expansion of the federal Payroll Protection Program, providing direct relief that could more 
quickly move the needle on recovery. 

 
Tax Proposals Maintained from Governor’s Budget. The May Revision maintains three additional 
tax proposals that were included in the Governor’s Budget:  
 

 Diapers and Personal Hygiene Products Continues- The May Revision would extend the 
sales tax exemption for diapers and menstrual products through the end of 2022-23. 

 Hollywood Tax Credit Extension- The May Revision proposes to extend the carryover period 
for film credits awarded from six years to nine years.  

 Imposing a Vaping Tax- The Governor’s May Revision would levy additional, nicotine-based 
tax on vaping (e-cigarette) products. The tax will be $2 per 40 milligrams of nicotine in the 
product and is proposed to begin on January 1, 2021. The revenue would be dedicated tor 
administration of the law, carrying out enforcement activities, and for youth health programs.  
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Wildfire Prevention, Response, and Recovery 
 
Key Points 

 Resources for Oversight of Electrical Utilities. The May Revision continues and expands 
resources to provide increased oversight of electrical utilities’ wildfire mitigation efforts.  

 Additional Resources to Support Firefighting Efforts. The May Revision reflects an 
additional $90 million in General Fund spending to aid the Department of Forestry and Fire 
Protection (CalFire) for the 2020 fire season and years to come.  

 Establishment of Wildfire Forecast Center. The May Revision includes $2 million General 
Fund for a multi-agency collaborative effort to prepare for and predict wildfires pursuant to SB 
209 (Dodd, 2019). 

 
Oversight of Electrical Utilities.  In previous years, various pieces of legislation increased oversight of 
electrical utility wildfire mitigation efforts.  The Wildfire Safety Division and the California Wildfire Safety 
Advisory Board were created within the California Public Utilities Commission (CPUC).  These bills 
outlined responsibilities and set measurable and enforceable standards for electrical corporations.  A 
one-time appropriation of $50 million in ratepayer funds was provided by legislation to support these 
efforts.   
 
The May Revision proposes to continue these efforts by providing $30 million in ratepayer funds to 
support 106 positions at the CPUC. Of these positions, 32 would make up the Wildfire Safety Division, 
which will transfer to a stand-alone department under the Natural Resources Agency next July.  The 
remaining 74 positions will be added to various other divisions at the CPUC, including the Safety Policy 
Division, Safety and Enforcement Division, Legal Division, the Energy Division and the Administrative 
Law Judge Division. 
 
These resources are expected to comprise a robust structure to provide oversight and enforcement of 
the wildfire mitigation measures.  Examples of tasks include development of performance metrics for 
evaluating wildfire mitigation plans, enforcement of wildfire mitigation plans and assessment of 
penalties for non-compliance, review of electrical infrastructure safety requirements, development and 
incorporation of safety policy in the regulation of utilities, addressing various policy issues including 
safety culture and Public Safety Power Shutoffs, investigations, and participation in proceedings. 
 
Until now, the CPUC’s oversight of safety has been largely nonexistent, instead focusing on setting 
rates and implementing various climate-related energy policies.  To the extent these resources are 
successful at reducing utility caused wildfires, human tragedies as well as costs related to emergency 
response, insurance claims, utility liabilities, and property losses will all decrease.   
 
Investments in CalFire’s Fire Protection & Response Capabilities. The May Revision continues 
support for CalFire for the 2020 fire season and beyond by providing an additional $90 million General 
Fund ($142.7 million ongoing). The two significant proposals would ramp up relief staffing earlier to 
increase CalFire’s surge capacity and implement new technology to generate prediction and wildfire 
forecasts. Despite the considerable impacts of COVID-19 on the state budget, this proposal is a 
welcome commitment from the Administration as forecasters predict an earlier and longer fire season 
due to a drier winter.  
 
Boosting Surge Capacity. The May Revision maintains the January proposal to provide CalFire with 
an increase of $142 million ($135.1 million General Fund) and 555 positions phased in over five years. 
This proposal also includes $93.4 million ($85.7 General Fund) and 294 positions in the 2020-21 fiscal 
year. To address surge capacity issues this year, CalFire plans to use seasonal firefighters in 2020, 
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and phase in permanent firefighting staff later this year. The positions will provide CalFire with 
operational flexibility, support relief firefighting personnel, and improve employee health and safety.  

New Technology, New Proposal. The May Revision proposes an increase of $4.4 million General 
Fund ($7.6 million ongoing) to CalFire to implement a contract procured with Technosylva, a company 
that provides advanced geographic information system (GIS)-enabled software solutions for wildfire 
modeling prediction and suppression. The proposal builds on last year’s budget to secure and 
implement the new pioneering wildfire prediction and modeling technology procured through the 
Innovation Procurement Sprint process initiated through Executive Order N-04-19. 
 
Multi-Agency Collaborative Effort to Predict Wildfires.  The May Revision includes $2 million 
General Fund and $191,000 from the Public Utilities Commission Utilities Reimbursement Account to 
establish the Wildfire Forecast and Threat Intelligence Integration Center (Integration Center) pursuant 
to SB 209 (Dodd, 2019).  This proposal, which has been reduced by $6.8 million since it was first 
introduced in January, would fund the initial efforts of the Integration Center, which would serve as the 
state’s central organizing hub for wildfire forecasting, weather information, and threat intelligence.  The 
Integration Center will be responsible for developing a statewide wildfire forecast and threat intelligence 
strategy to enhance wildfire preparedness. 
 
While the revised budget reflects some new and additional spending on wildfire preparedness and 
response, it also withdraws the following proposals:  
 

 $34.3 million General Fund for direct CalFire mission support. 

 $5 million General Fund for a wildland firefighting research grant program.  
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Housing and Homelessness 
 
 Key Points 
 

 Housing Construction Slows Further Under COVID-19. The May Revision projects a severe 
drop in housing permits for 2020, dropping to 90,000 units when 200,000 is the goal. 

 Loss of Housing Funds for Critical Programs. The May Revise claws back $565 million General 
Fund intended to spur housing production. 

 State Tax Credit for Housing Continues. The May Revise continues to propose $500 million to 
continue the expansion of the State Housing Tax Credit Program. 

 National Mortgage Settlement Funds Intended For Distressed Homeowners. The May Revise 
includes $331 million from the National Mortgage Settlement Fund for services and assistance to 
homeowners. 

 CARES Funding Dedicated to Homelessness. Two separate pots of federal CARES Act funding, 
for a total of $1.2 billion, will be directed towards homelessness. 

 

Housing 
 

Housing Production Continues to Decline.  California needs to build at least 200,000 new units of 
housing a year simply to keep pace with demand. Recent housing reform legislation was projected to 
increase housing production, but these reforms have not had the intended effect. 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 necessary to subsidize the cost of 
housing. Unfortunately, housing units permitted (an indication of units ready to build), were still far 
below pre-recession levels and were flat or declining, even before COVID-19. The Governor’s May 
Revise forecast projects that permits for both single-family and multi-family units will decrease by 21 
percent, to approximately 90,000 units in 2020, continuing the state’s freefall into a deeper and sustained 
housing crisis for the foreseeable future. 
 
Eliminates $565 million in Critical Funding for Housing. The May Revise would reduce funding for 
housing programs across the state, taking back $565 million from the funding provided in the 2019 
Budget Act for various mixed-income and infill infrastructure projects critical to support the state’s long-
term plan to increase the production of housing units. The 2019 budget added $1.75 billion in one-time 
funds for various state programs that promote planning and infrastructure, as well as financing tools 
intended to spur production across the state.  
 
The Governor’s May Revise brings an abrupt halt to the state’s effort to subsidize long-term housing 
options for vulnerable Californians. In addition to restricting capital vital to increasing the supply of 
housing, the Governor’s May Revise continues to ignore the need for broader policy changes that deal 
with the underlying cause of expensive housing. These include restrictive environmental reviews, 
extensive and cost-prohibitive zoning restrictions, and a host of excessive fees, which have raised the 
costs of building and slowed down the production of housing units. The lack of state dollars for 
subsidies increases the importance of policy reforms to spur private housing development.   

 
Continuing Tax Credits for Developers. The May Revise continues to propose $500 million in 
2020-21, and annually thereafter, to continue the expansion of the State Housing Tax Credit program, 
which 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 
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incomes.  While the state should provide 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. 
 
National Mortgage Settlement Funds. The May Revise includes $331 million in National Mortgage 
Settlement funds for housing counseling, mortgage assistance and renter legal aid services.  The 
California Housing Financing Agency will administer $300 million for housing counseling and mortgage 
assistance, and the remaining $31 million would be provided to the Judicial Council to provide grants to 
legal aid services organizations. This proposal reverses the approach approved in the 2019-20 budget 
process to set up a trust fund to administer investments with these funds.  Senate Republicans argued 
that approach was risky and would delay needed assistance, so this new policy is a welcome change in 
direction.  
 
Homelessness 
 
At the outset of the COVID-19 pandemic, the Administration acted quickly to prioritize protecting the 
spread of the virus in the homeless population. The Governor established Project Roomkey via 
Executive Order, which is a multi-agency state effort to provide safe isolation motel rooms for 
vulnerable individuals experiencing homelessness. This occupancy program is currently supported by 
the Federal Emergency Management Agency (FEMA) through May 31, 2020. The state will request 30-
day extensions as necessary.  
 
Early in the COVID-19 pandemic, $100 million was allocated to local governments and Continuums of 
Care to help reduce the spread of COVID-19 among homeless Californians using existing allocation 
formulas. An additional $50 million was allocated to the Department of Social Services. Together, this 
funding was provided to implement social distancing and increased sanitation at shelters and to support 
Project Roomkey. 
 
CARES Funding Dedicated to Homelessness. Two separate pots of federal CARES Act funding, for 
a total of $1.2 billion, will be directed towards solving homelessness. The first pot is $450 million from 
the CARES ACT and will be allocated to cities and counties. The second set of CARES Act funding is 
$750 million and will be allocated to the Department of Social Services to continue their work on Project 
Roomkey. The Administration indicates they will potentially be buying motels and hotels to house 
homeless individuals with this funding. It’s important to note that while the state is spending significant 
funds on homelessness, using the funds to put up individuals in hotels or motels or purchasing hotels or 
motels will not produce long-term sustainable changes to the homelessness crisis. Access to services, 
job training, and mental health and substance abuse counseling are necessary for sustainable 
improvements.  

 
More Bureaucracy for Homeless. The Governor’s May Revise rescinds the January budget proposal 
to provide $750 million General Fund to continue local efforts to reduce homelessness across the state. 
Instead, the May Revise proposes $1.5 million General Fund and 10 new positions for administrative 
resources within the Homeless Coordinating and Financing Council.  While retracting the $750 million 
may be necessary, it seems unlikely that 10 new positions are necessary.  The $1.5 million in staffing 
costs could be used more effectively elsewhere in the budget.  
 
 
 
 
 
 



Senate Republican Fiscal Office  Page 18 
 

Health 
 
Key Points 

 Two Million More Enrollees in Challenged Medi-Cal Program. A record 14.5 million Californians 
projected to be enrolled, but with benefit eliminations and provider cuts.  

 Governor Would Sweep Voter-Approved Tobacco Taxes, Risking Lawsuit. Medi-Cal providers 
to challenge move to redirect voter-approved tobacco tax funds for Medi-Cal state savings under 
trigger cut package.   

 Protects Funds for Recent Undocumented Expansions, Single Payer Studies, and Health 
Taxes. The Governor keeps funding for up to 355,000 undocumented youth and young adults on 
Medi-Cal, research of government-run healthcare, and enforcement of healthcare mandate and 
vaping taxes.  

 

Two Million More Californians on Medi-Cal. The Administration projects that by July 2020 enrollment 
in Medi-Cal would increase to 14.5 million Californians, 2 million more than originally projected in 
January. This results in total program costs of $112.1 billion ($23.2 billion General Fund) in 2020-21, a 
12.7% increase in costs from 2019-20. To help with this increase, the federal government will provide 
$4.9 billion in emergency enhanced matching funds and $1.7 billion from the recent approval of the 
state’s Managed Care Organization (MCO) tax.  

 
Medi-Cal Benefit Eliminations Drive Savings, Not Eligibility Changes. The Governor’s May Revise 
proposes a number of General Fund budget solutions that affect the Medi-Cal program, but in general, 
these solutions do not include changes in program eligibility. Instead, the Governor chose to focus on 
Medi-Cal benefit reductions and new proposal rollbacks to obtain General Fund savings. These include: 
 

 Delaying of the behavioral health-focused California Advancing and Innovating Medi-Cal 
(CalAIM) Initiative ($347.5 million). 

 Ending cost sharing relief for certain low-income seniors and disabled ($68 million). 

 Removing 340B drug discount program supplemental payments for non-hospital health 
clinics ($26.3 million). 

 Eliminating or modifying optional services including adult dental, audiology, speech 
therapy, optometric, optician/optical lab, podiatry, occupational and physical therapy, 
diabetes prevention, and pharmacist delivery ($54.7 million). 

 Eliminating the senior-focused Community-Based Adult Services (CBAS) and 
Multipurpose Senior Services (MSSP) programs ($106.8 million). 

 
Preserves Medi-Cal Funding for Undocumented Youth. While the Governor’s May Revise withdraws 
his January proposal to expand Medi-Cal (and IHSS) to undocumented seniors to avoid an $87 million 
increase in General Fund costs, he continues the January 2020 expansion to an estimated 105,000 
undocumented young adults ages 19-25 at a General Fund cost of $232 million and the 2016 
expansion to an estimated 250,000 undocumented children under age 18 at a cost of up to $300 million 
General Fund annually.  
 
Newsom Sweeps Tobacco Tax Funds, Risks Lawsuit from Medi-Cal Providers. 
Despite risk of a potential lawsuit from Medi-Cal providers, Governor Newsom’s trigger cut package 
would use $1.2 billion in Proposition 56 tobacco tax funds for general Medi-Cal spending rather than for 
increased Medi-Cal provider payments. Providers argue that the voters chose to use these tobacco tax 
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revenues to improve Medi-Cal access through incentives rather than simply fund the program. In 
sweeping these funds, the Governor would eliminate most provider supplemental payments (including 
those for physicians, dentists, developmental screenings, intermediate care facilities for the 
developmentally disabled, non-emergency transportation, and women’s health) and loan repayment 
incentives as well as value based payments to behavioral health providers and pediatric hospitals.  
 
The Administration also proposes an ongoing $33.3 million reduction to the Song Brown health care 
workforce training program outside of Medi-Cal. Even before the pandemic, California faced challenges 
providing adequate care, especially for those on Medi-Cal. These provider reductions will exacerbate 
our health care workforce shortage and will, along with the growth in Medi-Cal caseload, result in 
further access problems to a system that was already struggling.  
 
Retains Spending from “Inoperable” January Budget. Despite the Governor’s statement that his 
proposed January budget was “inoperable,” the May Revise retains a $3 million give-away to one 
private union healthcare plan, a $5 million commission to study single payer health care, $247 million in 
Covered California subsidies for families making up to $150,000, and the collection of $335 million in 
health care mandate penalties on Californians. The Governor also retains his questionable January 
proposals to manufacture generic drugs, set international drug price controls, and to impose a $2 tax 
per 40 milligrams of nicotine in vaping products.  
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Human Services  
 
 
Key Points  
 
 7 Percent Trigger Cut to In-Home Supportive Services (IHSS) Hours. The May Revise proposes 

cutting recipients’ approved hours by 7 percent, achieving budgetary savings of $205 million 
General Fund.  

 CalWORKs and CalFresh Caseload Increases. May Revise estimates dramatic caseload 
increases in both CalWORKs and CalFresh, triggering higher costs and additional county 
administration funds. Available data from the Department of Social Services (DSS), however, does 
not appear to support the increased CalWORKs estimate. 

 Over $1 Billion in Trigger Cuts. Cuts include CalWORKs county administration and Subsidized 
Employment ($796.4 million General Fund), holding the SSI/SSP grant flat ($33.6 million General 
Fund), eliminating systems of care and support of seniors ($25.8 million) and decreasing rates for 
homes that serve high-needs foster youth ($28.8 million).  

 Elimination of Key Programs for Fragile Seniors. The May Revise proposes the complete 
elimination of the Community-Based Adult Services (CBAS) program and the Multipurpose Senior 
Services Program (MSSP).  

 Services to Undocumented Immigrants Remain in Budget. Legal services for undocumented 
immigrants remain in the budget, without cuts, totaling $64 million.  

 

In-Home Supportive Services (IHSS) 
 
7 Percent Reduction to Hours. The IHSS program is an optional Medi-Cal benefit that provides 
personal care and domestic services to 582,000 aged, blind, or disabled Californians, costing the state 
$14.7 billion ($4.3 billion General Fund) in 2020-21. 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 IHSS 
program is an optional Medi-Cal program. 
 
The May Revise proposes a 7 percent reduction in hours to IHSS recipients. The average number of 
hours utilized by an IHSS recipient is 100 per month, so on average recipients would receive 7 less 
hours per month of care. The May Revision also freezes the county IHSS administration funding at its 
2019 level, for a total savings of $12.1 million. 
 
IHSS Maintenance-of-Effort. One consideration is the effect of declining realignment funds due to 
COVID-19 and the IHSS Maintenance of Effort agreement, which outlines state and county shares of 
cost for the IHSS program. Realignment funding statewide is expected to fall by $700 million. The May 
Revision does propose using $1.3 billion of the Coronavirus Relief Fund for county health and human 
services programs, however, with such a dramatic decline in revenues, additional budget solutions to 
the program may be necessary. One reason for the growth in program costs is the rising minimum 
wage. Pausing the minimum wage for 2020-21 would save the state potentially several hundred million 
dollars that could shift to the counties.  
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California Work Opportunity and Responsibility for Kids (CalWORKs)  
 
CalWORKs Caseload to Increase 102 Percent Over 2019-20 Budget. The May Revision includes 
$9.2 billion in federal, state, and local funds for CalWORKs, which provides cash grants and other 
services to low income households. Responsive to the unprecedented unemployment numbers in the 
state, the Department of Social Services estimates that the number of families on CalWORKs will be 
724,650. For perspective, at the height of the recession, CalWORKs had 586,655 families enrolled. The 
data the Department provided, however, is somewhat unreliable and therefore, it is possible that the 
caseload increase has been overstated. Before the COVID-19 pandemic, caseload had declined by 
nearly 41% since the Great Recession. Spending on the program, however, has increased substantially 
with the enactment of policies such as repealing the Maximum Family Grant and significant recent grant 
increases. While the May Revision withdraws the proposed October 2020 grant increase, it does 
maintain the 2019 and early 2020 grant increases.  
 
CalWORKS Administration.  The Administration proposes to use an alternate methodology to budget 
the Employment Services portion of CalWORKS administration funding, resulting by approximately 
$665 million in savings. The Department assumes that many of the families coming onto CalWORKs as 
a result of the pandemic will not need intensive employment services and will therefore be less 
expensive to serve. However, the Administration includes the $665 million in the list of trigger cuts—
which means counties could receive the funds if federal funds materialize despite the Administration’s 
current view that these cases will be less expensive to serve. Additionally, the May Revise reduces the 
reimbursement rate for CalWORKs child care providers, saving $32.9 million. Additional CalWORKs 
cuts include reducing the Home Visiting program for pregnant and parenting participants ($30 million 
General Fund), eliminating all but base funding for the Subsidized Employment program ($131.4 
million), and pausing the CalWORKs Outcomes and Accountability Review (Cal-OAR) initiative ($21 
million). Other recently enacted policy changes that make CalWORKs much more expensive that were 
not cut in the budget are the raising of the asset limits and the earned income disregard and 12-month 
eligibility for child care. Both of these policy changes remain in the May Revise.  
 
CalFresh  
 
CalFresh Caseload Rises Dramatically. As a result of the COVID-19 pandemic, the May Revision 
estimates an average monthly caseload of 2,987,000 households. This represents a caseload increase 
of 57 percent from the Governor’s Budget estimate and 61 percent from the 2019-20 revised estimate. 
CalFresh benefits are 100 percent federally funded, but the state pays a share in CalFresh 
administration. The May Revision includes $726.7 million General Fund for CalFresh administration, an 
increase of $76.9 million General Fund for 2020-21, approximately 12 percent higher than the 
Governor’s Budget estimate.  
 
Aging 
 
Complete Elimination of Key Programs for Seniors. The May Revise proposes to eliminate the 
CBAS and MSSP programs, which provides budgetary savings of $106.8 million General Fund. CBAS 
offers services to older adults or adults with disabilities to restore or maintain their optimal capacity for 
self-care. The MSSP program provides services for seniors that would otherwise qualify for a nursing 
home placement. The MSSP program allows seniors to stay safely in their homes. Together these 
programs serve over 50,000 seniors.  
 
Additional Cuts for Older Adults. The May Revise also proposes to hold SSI/SSP grants flat, 
reducing General Fund support for the amount of the federal COLA, for a budgetary savings of $33.6 
million General Fund. This means SSI/SSP recipients will receive on average $8 less per month than 
they would in the Governor’s Budget. Finally, the May Revise cuts the Senior Nutrition program by $8.4 
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million, resulting in approximately 9,000 seniors not being able to receive home-delivered meals. 
Interestingly, the budget also provides $30 million for food banks. However, many home-bound and 
disabled individuals are unable to get to food banks. One option would be to decrease the funding for 
food banks by a proportionate amount to allow these seniors to continue to receive meals in their 
homes.  
 
Continued Funding for Immigration Services. The May Revise continues funding for immigration 
services at $64 million General Fund, with no cuts proposed. The May Revise proposes $245,000 
General Fund for additional staff resources to support immigration programs at the Department of 
Social Services. Additionally, the Administration distributed $63.3 million to undocumented immigrants 
as part of the COVID-19 pandemic response through the SB 89 emergency funds.  
 
Child Welfare Services  
 
The May Revision proposes $506.1 million General Fund for Child Welfare Services, a decrease of 
$90.5 million. Including federal and realigned funding, total funding for the program is $6.7 billion. 
Current average monthly caseload for out-of-home foster placements is 57,485—an approximately 14 
percent decrease in the last 10 years.  
 
The May Revise proposes several permanent and trigger General Fund cuts to the Child Welfare 
System including:  
 

 A permanent cut to the Foster Urgent Response System (FURS) which was approved in last 
year’s budget ($30 million General Fund). 

 A permanent reduction of a COLA that was given last year to private, nonprofit Foster Family 
Agencies ($4.7 million), which are already funded at lower rates than county offices, and often 
have more difficult foster placements to manage. The budget does not make a corresponding 
cut to county offices.  

 A permanent elimination of the 2019 Public Health Nurse Pilot Program in Los Angeles County 
($8.3 million). 

 Trigger cuts to suspend foster rates at the basic payment level ($8.2 million) 

 Trigger cut of 5% to Short-Term Residential Treatment Program (STRTP) homes, which house 
the foster youth with the most complex behavioral and emotional needs ($13.3 million). The 
state has already found it a challenge to transition group homes into STRTPs with the additional 
required supports and services. Cutting the reimbursement rate will only make the transition of 
foster youth out of congregate care settings take even longer. 2,884 children still reside in group 
homes that have not transitioned into STRTPs, as of the last Department report. 

 
The foster care program is largely realigned. The above General Fund cuts all are either new programs 
since realignment or were state initiated policy decisions. Just as the counties will struggle to meet the 
costs of IHSS as a realigned program, child welfare could also face similar issues with county 
realignment revenues drastically decreasing.  
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Developmental Services  
 

Key Points  
 
 $300 million in Provider Rate Cuts.  Despite providers closing their doors throughout the state 

and the 2019 rate study concluding that the system was underfunded by $1 billion, the May Revise 
proposes $300 million in trigger cuts to Developmental Service (DDS) providers. Because the DDS 
system is already drastically underfunded, alternate budget solutions should be identified to reduce 
or eliminate this cut. 

 Maximizing Federal Funding. The May Revise proposes policy changes which would maximize 
federal funding for the DDS system, adding an additional $27 million. Recently, researchers have 
published evidence that California is leaving hundreds of millions of federal funds on the table in 
DDS, therefore this proposal is a reasonable first step.  

 Reduction to Regional Center Operations. The May Revise proposes $30 million in trigger cuts 
to Regional Center operations. The accompanying legislation, however, does not specify which 
areas of their individual budgets the regional centers should cut to accommodate less funding.  

 
Rapid Caseload Growth and Rising Costs. At May Revise, the Department of Developmental 
Services (DDS) estimates it will serve approximately 366,000 developmentally disabled Californians in 
2020-21 in community settings and institutional developmental centers (DCs). While the vast majority of 
these individuals receive community-based services, the May Revise projects that DCs will serve 
322 residents in 2020-21-an increase of about 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. In the last five years, community-based caseload has increased by 
39 percent, adding over 100,000 consumers to the DDS community system. Growth is primarily 
attributable to an increased number of children entering the system with autism.  
 
Provider Cuts Despite Already Inadequate Rates. 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 still needed to adequately fund 
the DDS system. Despite this documented need, the May Revise proposes $300 million in DDS 
provider trigger cuts. Additional trigger cuts include:  
 

 Implementing the Uniform Holiday Schedule ($31.3 million General Fund).  

 Cost-Sharing for higher income families ($2 million General Fund). The Department proposes 
various changes to the cost-sharing structure in order to generate additional General Fund 
revenue. 

 Reductions in regional center operations ($30 million General Fund). The regional centers have 
flexibility to adjust staffing in order to accommodate the $30 million cut. However, the 
Department has proposed legislation that would urge the regional centers to prioritize service 
outcomes when considering cuts. It may be worth considering strengthening that language to 
restrict regional centers from eliminating or reducing service coordinators. Service coordinator to 
consumer ratios have been historically out of compliance and a frequent complaint of regional 
center consumers is the lack of communication from their service coordinator. Additionally, the 
Department has proposed enhanced service coordinator ratios for specific populations like 
young children or highly complex consumers. One of those proposals was among the 
permanent cuts from the May Revise budget, as outlined below.  
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Maximizing Federal Savings. The May Revise proposes maximizing federal savings by including 
additional individuals with developmental disabilities as Medi-Cal eligible through Institutional 
Deeming—which enables certain children to receive full-scope Medi-Cal whose income would 
otherwise be too high.  
 
Increased Funds for Regional Centers to Operate the Self-Determination Program (SDP). The 
May Revise includes additional funds for regional center operations to prepare the program for 
statewide implementation. Self-Determination, a law authored by Senator Bill Emmerson, was signed 
into law in 2013 and allows DDS consumers more choice and control over from whom they receive. 
SDP has shown to be successful in other states and had the support of the federal government, 
however the implementation in California has been delayed and fraught with administrative issues. Last 
2019, six years later, the very first cohort of participants began entering the program and are finally 
making their way through the program. The initial cohort has an enrollment cap of 2,500 participants, 
however there are currently 181 in the program. Advocates have argued that poor management, 
marketing, and administration of the program by the Department and Regional Centers are contributing 
to low participation numbers. The date the program will go statewide is set in statute as three years 
after the phase-in, however, advocates and the Department disagree about when that date is.  
 
Permanent Cuts to the DDS Budget Adjustments. The May Revise proposes the following 

permanent General Fund cuts to regional center operations and state operations: 

 $60 million, Enhanced Performance Incentive Program. 

 $11.8 million, Enhanced Caseload Ratios for Young Children. 

 $10.8 million, Provider Rate Increases for Early Start and Independent Living Services.  

 Systemic, Therapeutic, Assessment, Resources, and Treatment (START) Training ($2.6 million) 

 Various information technology resources for DDS headquarters ($2.4 million) 

Especially disappointing, given the small amount of General Fund, is the withdrawal of the START 
program funds, which has been a proven program in other states that provides training on triaging and 
stabilizing DDS consumers with co-occurring developmental disabilities and mental health needs. The 
May Revise instead funds the DDS Southern Headquarters relocation at $1.6 million General Fund. IT 
could be argued that funding the START program will more directly and immediately improve outcomes 
for DDS consumers. Additionally, the Best Buddies program was again given preferential treatment and 
funded in the May Revise budget at $2 million General Fund. Best Buddies is a service provider that, 
absent a line item in the budget, would receive funding through contracts with regional centers like 
every other service provider in the state.  
 
Amid Cuts to Services, Warm Shutdown of DCs Costing Millions. Amid proposed cuts to service 
providers and the rolling back of programs that would directly benefit DDS consumers, the May Revise 
proposes $11 million for the “warm shutdown” of Fairview. Additionally, it appears that $15 million is 
going to retain DC staff. It is questionable how either one of these expenditures improve quality 
outcomes for DDS consumers. Advocates have called for the savings incurred from closing the DCs to 
flow back into the DDS system to improve the quality of services for DDS consumers in the community. 
However, the May Revise does the opposite by cutting community services and maintaining tens of 
millions in funding to support empty Developmental Centers.  
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K-12 Education 
 
Key Points  

 Overall School Funding Would Drop by 2 Percent.  Overall school funding would drop year-over-
year by $1.3 billion from revised 2019-20 and by another $6.9 billion in 2020-21, including a 
possible 10 percent cut to the Local Control Funding Formula.  

 Several Steps to Cushion Schools. The May Revision proposes several steps to cushion the 
decline, including expanding non-Proposition 98 funds, allocating federal funds to schools, and 
redirecting pension liability payments to generate quicker savings.    

 Special Education Funds Maintained. Despite the overall budget decline, the May Revision would 
maintain the Governor’s previous proposal to increase special education payments to schools.  

Proposition 98 Funds Decline.  The Governor’s May Revision proposes total Proposition 98 funding 
at $70.5 billion in 2020-21, as shown in the table below.  This update reflects a decrease of 
approximately $14 billion for 2020-21 from the Governor’s Budget.   

 
Overall school funding would drop year-over-year by 2 percent, or $1.3 billion, from revised 2019-20 
and by another $6.9 billion in 2020-21, including a possible 10 percent cut to the Local Control Funding 
Formula.  The May Revision proposes additional school funding to assist in mitigating the rapid decline 
in state revenue including $4.4 billion in Federal Funds and $2.3 billion in revised pension contributions.  
Once the additional resources are included, school funding increases from the minimum guarantee in 
2020-21 by approximately $7 billion and moves from an 11% decline year-over-year to a 2% decline, as 
shown in the table below.  
  

 

 
Meeting the Minimum Guarantee.  The May Revision proposes the withdrawal of new proposals, 
deferrals and base reductions in order to align K-12 spending with available resources.  This alignment 
includes: 
 

 $6.4 billion in trigger reductions to general purpose funding.  This represents a 10 percent 
base cut to the Local Control Funding Formula. 

 $1.9 billion in deferrals from June 2020 to July 2020.  This deferral would continue into 2021 
with an additional $3.4 billion, for a total deferral of $5.3 billion from June 2021 to July 2021. 

 $4.4 billion in withdrawn or modified January Budget proposals.   

2019-20

Budget Act
Revised

2020-21

Governors 

Budget

2020-21

May Revise

P98 General Fund $54,746 $57,573 $44,872 -$9,874 -22% -$12,701 -28%

P98 Local property tax 23,740 26,475 25,618 1,878 7% -857 -3%

   P98 Subtotal $78,486 $84,048 $70,490 -$7,996 -11% -$13,558 -19%

Federal Funds                -                  -   $4,400 $4,400               -   $4,400                  -   

Pension Shift                -                  -   2,300 2,300               -   2,300                  -   

  Total $77,190 -$1,296 -2% -$6,858 -9%

Proposition 98 funding at May Revision

Dollars in Millions

Change from 2020 GB

Amount          Percent

Change from 2019 

Amount          Percent
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 Eliminating the deposit into Proposition 98 Reserve and adjusts for lower estimates of 
student attendance. 

 
Absent additional federal funds, the May Revision proposes $352.9 million Proposition 98 General fund 
reductions to K-12 categorical programs, as described below: 
 

 $100 million, After School Education and Safety program. 

 $79.4 million, K-12 Strong Workforce Program. 

 $77.4 million, Career Technical Education Incentive program. 

 $66.7 million, Adult Education Block Grant. 

 $9.4 million, California Partnership Academies. 

 $7.7 million, Career Technical Education Initiative. 

 $3 million, Online Resource Subscriptions for Schools. 

 $2.4 million, Specialized Secondary Program. 

 $2.1 million, Agricultural Career Technical Education Incentive Grant. 

 $1.3 million, Clean Technology Partnership. 
 
Special Education Proposals Maintained.  The May Revision maintains the Governor’s Budget 
proposed increase to special education base rates, updated to $645 per pupil at May Revision.  This 
figure reflects the suspension of the 2.31 percent cost-of-living adjustment proposed at the Governor’s 
Budget and will be apportioned on a three-year rolling average of local educational agency average 
daily attendance. 
 
$22 million in federal funds under the Individuals with Disabilities Education Act (IDEA) is included in 
the May Revision proposal.  $15 million of these funds will support the Golden State Teacher 
Scholarship program, specifically geared toward increasing the special education teacher pipeline.  $7 
million will assist LEAs with developing regional alternative dispute services and statewide mediation 
services for lawsuits related to distance learning. 
 
Cushioning Schools’ Budget Decline. In order to help offset the decrease in schools’ Proposition 98 
budgets, the May Revision proposes several steps:  
 
 Multiyear Payment Obligation. Proposes a $13 billion multiyear obligation to supplement 

Proposition 98 funding.  The $13 billion reflects the amount of funding schools and community 
colleges would have received if funding had grown at the same pace as per capita personal income 
in 2019-20 and 2020-21.      

 Learning Loss Mitigation.  Proposes to use $4.4 billion in federal funding to address learning loss 
related to COVID-19 school closures.  This amount includes $4 billion of the state’s $9.5 billion 
allocation from the federal Coronavirus Relief Fund and the state’s entire allocation, $355 million, 
from the Governor’s Emergency Education Relief Fund. 

 Redirected Pension Contributions.  Includes $2.3 billion to save K-14 schools money by reducing 
their employer pension contribution rates in 2020-21 and 2021-22.  Funding would come from 
repurposing the $2.3 billion in supplemental pension liability payments that were provided in the 
2019-20 budget. 

Fiscal and Programmatic Flexibilities.  The May Revision includes several provisions allowing for 
flexibility for local educational agencies (LEAs) to address closing the achievement gap for students 
with disabilities, low-income students, English learners, youth in foster care, and homeless youth.  
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These include exemptions for LEAs if apportionment deferrals create a documented hardship, subject 
to public hearing, increases on LEA internal inter-fund borrowing limits to help mitigate the impacts of 
apportionment deferrals, and authority to use proceeds from the sale of surplus property for one-time 
general fund purposes. 
 
Department of Early Childhood Development. The May Revision adjusts the Governor’s proposal to 
establish the Department of Early Childhood Development under the Health and Human Services 
Agency.  Specifically, the Administration proposes to transfer existing early learning and child care 
programs to the Department of Social Services, which aligns all child care programs within one 
department in state government.  $2 million General Fund in 2020-21 is maintained to support this 
transition. 
 
State Preschool.  The May Revision maintains access to the State Preschool program for income-
eligible children but proposes to pause the state’s planned early education investments. Absent 
additional federal funds, the May Revision proposes $407.8 million General Fund reductions to state 
preschool programs.  Notable in this proposal is the reduction of $159.4 million General Fund to 
eliminate 10,000 slots scheduled to begin April 1, 2020 and 10,000 additional slots scheduled to begin 
April 1, 2021. 
 
Child Care.  Similar to the State Preschool program, the Administration prioritizes access to subsidized 
child care for income-eligible families.  The May Revision proposes to increase access to approximately 
5,600 children in the Alternative Payment Program by utilizing the $53.3 million federal Child Care and 
Development Block Grant funds received for federal fiscal year 2020.  Absent additional federal funds, 
the May Revision proposes $658 million in General Fund trigger reductions within the child care 
program.  Notable in this proposal is the reduction of $223.8 million General Fund to reflect a 
10 percent decrease in the Standard Reimbursement Rate and Regional Market Rate. 
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Higher Education 
 
Key Points  

 10 Percent Trigger Reduction. Makes “trigger” cuts of 10 percent across all college systems, 
including Community Colleges (CCC), California State University (CSU), University of California 
(UC) and UC Hastings School of Law.  

 Amend Restricted Fund Source Regulations.  Proposes to amend statutory regulations for 
restricted fund sources to enable each of the systems to use these fund sources, excluding lottery 
funds, to assist in mitigating the impacts of COVID-19. 

 Enrollment.  Reduces enrollment growth funding for Community Colleges and sets no enrollment 
targets for UC or CSU. 

 Federal CARES ACT.  $1.3 billion of the $14 billion from the federal Higher Education Emergency 
Relief Fund is expected to go to UC, CSU and CCCs for specific uses.  

 
California Community Colleges.  The Governor’s May Revision proposes several statutory changes 
to provide additional flexibility to the CCCs to address impacts of the COVID-19 pandemic.  Notable 
statutory provisions include: 
 

 Extending the Student Centered Funding Formula hold harmless provisions for an additional 
two years.   

 Reflect the revised 2019-20 Student Centered Formula rates. 
 Exempt direct COVID-19 related expenses incurred by districts from the 50 percent law. 

 
The CCCs maintain $10 million Proposition 98 General Fund in support of legal services to 
undocumented and immigrant services proposed in January.  Additionally, the CCCs maintain current 
funding levels to sustain free community college for two years, as well as funding for various categorical 
programs including the Educational Opportunity Programs and Services Grants, and Disabled Student 
Programs and Services Programs.  Last, the May Revision maintains the Proposition 98 split at 
approximately 10.93 percent for CCC, as shown in the table below. 
 

 
 
$50 million in one-time and ongoing Proposition 98 General Fund proposals from the Governor’s 
Budget have been withdrawn, including $9.3 million to support a 2.31 percent cost-of-living adjustment 
for various categorical programs.   
 

2018-19 2019-20 2020-21

78,740    77,374    70,490    

(794)        (804)        (695)        

77,946    76,570    69,795    

5,426       5,176       4,324       

3,094       3,192       3,305       

8,520       8,368       7,629       

10.93% 10.93% 10.93%Community College Share

Community College

 Proposition 98 Split Calculation
Dollars in Millions

Total P98 GF Appropriations and Property Taxes

May Revision Adjustments

Total Proposition 98 Used for Split

Community Colleges: General Funds Appropriations

Community Colleges: Local Revenues

Total
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Absent additional federal funds, approximately $1 billion in Proposition 98 General Fund trigger 
reductions are proposed.  This amount includes $167.2 million for a 2.29 percent cost-of-living 
adjustment to apportionments, $31.9 million to reflect .5 percent enrollment growth, and $593 million to 
support of the Student Centered Funding Formula. 
 
The May Revision also proposes to defer $330 million from May/June 2020 to July 2020, retains the 
deferral in 2021, and defers an additional $332 million, for a total of $662 million, from April/May 2021 
to likely August/September of 2021. These deferrals are accounting gimmicks to reduce the budget 
while providing no actual savings.  
 
University of California.  UC received $3.9 billion in General Fund resources in 2019-20.  This amount 
drops to $3.3 billion General Fund for 2020-21 following the proposed cuts in the May Revision.  
 
The May Revision proposes to sustain the January proposal of $1.6 million ongoing General Fund as 
well as provide an additional increase of $1.5 million ongoing General Fund to support the Graduate 
Medical Education program.  These funds are used to backfill reductions in Proposition 56 support, 
maintaining overall programmatic funding at $40 million. 
 
Approximately $181 million General Fund is proposed to be withdrawn from the Governor’s Budget.  
This figure includes support for a 5 percent increase to the UC base and the UC Division of Agriculture 
and Natural Resources. 
 
$72 million in additional modifications to January proposals in the May Revision include: 
 

 Maintain $1.2 million ongoing General Fund to support the UC San Francisco School of 
Medicine Fresno Branch Campus in partnership with UC Merced.  This reflects a reduction of 
$13.8 million General Fund from $15 million proposed at Governor’s Budget. 
 

 Maintain $11.3 million ongoing General Fund to support the current operations of the UC 
Riverside School of Medicine. This reflects a reduction of $13.7 million General Fund from $25 
million proposed at Governor’s Budget. 

 

 Maintain $5 million one-time General Fund to support Animal Shelter Grant demonstration 
project. This reflects a reduction of $45 million one-time General Fund proposed at Governor’s 
Budget. 

 
Absent additional federal funds, an additional $376 million in General Fund reductions are proposed.  
These reductions are as follows: 
 

 $338 million ongoing General Fund to reflect a 10 percent reduction to the University of 
California.  The Administration expects the UC to minimize this impact to programs and services 
serving underrepresented students and student access to the UC. 
 

 $34.4 million ongoing General Fund to reflect a 10 percent reduction to the University of 
California Office of the President, UC PATH, and UC Division of Agriculture and Natural 
Resources. 

 

 $4 million limited term General Fund to support Summer Term Financial Aid. 
 
California State University.  The CSU received $4.3 billion in General Fund resources in 2019-20.  
This amount drops to $3.6 billion General Fund in 2020-21 following cuts proposed in the May 
Revision. 
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As part of the May Revision’s broader proposal to roll back January’s planned expansions, $205 million 
in General Fund support is withdrawn from the California State University Governor’s Budget: 
 

 $199 million ongoing General Fund to support a 5 percent base increase. 
 

 $6 million one-time to support the CSU initiative for degree and certificate completion through 
University Extension Centers. 

 
Absent additional federal funds, an additional $404 million in General Fund reductions are proposed.  
These reductions are as follows: 
 

 $398 million ongoing General Fund to reflect a 10 percent reduction in support for the CSU. The 
Administration expects the CSU to minimize this impact to programs and services serving 
underrepresented students and student access to the CSU. 
 

 $6 million limited-term General Fund to support Summer Term Financial Aid. 
 
Enrollment.  The May Revision reduces $31.9 million in enrollment funding for the CCC proposed in 
the January budget and sets no enrollment targets for UC or CSU.  The Administration has indicated 
that it expects the higher education systems will continue to work toward maximizing access and 
maximizing equity, even in environment of constrained state resources.   
 
California Student Aid Commission.  The May Revision reflects sustained funding amounts for Cal 
Grant awards including the students with dependent children Cal Grant supplement and the Middle 
Class Scholarship. 
 
Significant adjustments include a $600 million General Fund increase in the Cal Grant Program.  This 
accounts for a reduction in Temporary Assistance for Needy Families Reimbursement from $1 billion to 
$400 million while increasing General Fund support by approximately $600 million, this adjustment 
leaves total Cal Grant funding unaffected.  
 
The May Revision withdraws $109.7 million in January proposals.  This amount includes $1.8 million 
limited-term to support new, leased space for the California Student Aid Commission’s headquarters, 
$88.4 million one-time General Fund provided in the 2019 Budget Act to support the Golden State 
Teacher Grant Program, and $15 million one-time General Fund provided in the 2019 Budget Act to 
support the Child Savings Accounts Grant Program. 
 
Federal CARES Act Funds.  $1.3 billion of the $14 billion from the federal Higher Education 
Emergency Relief Fund is expected to go to UC, CSU and CCCs in amounts of $260 million, $525 
million, and $579 million respectively.  Federal guidelines stipulate that institutions of higher education 
are required to expend half of these funds to provide emergency grants to students.  The Administration 
expects CCCs, CSU and UC to set-aside a portion of the funding for emergency grants to students to 
provide emergency grant assistance to foster youth. 
 
Restricted Fund Balances.   The UC, CSU and CCC charge fees to support specific operating and/or 
enterprise activities, such as campus health services, student parking, student housing, and meal 
services.  The May Revision proposes to allow campuses to use these restricted fund balances, 
excluding lottery fund resources, to mitigate the impacts of COVID-19. This proposal is intended to 
provide additional flexibility to address the myriad of cost pressures facing the systems as a result of 
campus shutdowns. 

  



Senate Republican Fiscal Office  Page 31 
 

Public Safety and Judiciary 
 
Key Points 

 Prison Closure Goal Leads to Bad Criminal Justice Policies.  In effort to reduce prison 
population and close prisons, Governor ignores crime victims and rehabilitation of inmates. 

 State Juvenile Justice Reforms Scrapped, Population Dumped on Locals.  Governor 
abandoning signature juvenile justice reform proposal in favor of shifting responsibility for juvenile 
offenders – and associated costs – to counties. 

 Soft-on-Crime Policies Have Consequences.  Budget reflects dwindling availability of inmate fire 
crews and loss of federal reimbursement for incarcerating undocumented criminals. 

 Gun Grabbing Becomes Budget Issue.  Proposal to ban new group of firearms continues assault 
on Second Amendment. 

 Ill-Advised Trigger Cuts Threaten Return to Lengthy Trial Court Delays. Trial Courts already 
facing steep climb to work through COVID-19 backlog.  

 

If the Governor’s January budget was disappointing for public safety and criminal justice, the May 
Revision is downright depressing.  In the midst of persistently high recidivism rates and recent 
increases in violent crime and property theft, the January budget failed to include meaningful course 
corrections.  Among its most touted criminal justice elements were a new proposal to help local 
probation departments improve misdemeanants’ outcomes and implementation of the Governor’s 
signature 2019 proposal to shift the Division of Juvenile Justice (DJJ) out of the Department of 
Corrections and Rehabilitation (CDCR) and establishing it as a new department within the Health and 
Human Services Agency.  The Governor’s May Revision abandons both of those proposals and instead 
doubles down on his continuing effort to release convicted felons earlier so that he can close entire 
prisons. 
 

Department of Corrections and Rehabilitation 
 
Credit Expansion Unlikely to Significantly Reduce Recidivism.  Over the past three decades, 
CDCR has repeatedly faltered in its mission to rehabilitate the offenders over whom it has jurisdiction.  
In 2007, a report by the Inspector General criticized the Department’s drug treatment efforts over the 
previous two decades as having been a billion-dollar failure.1  To this day, CDCR’s offender population 
exhibits a persistently high recidivism rate, as pointed out by the State Auditor in a January 2019 report, 
which also found that a significant percentage of the Department’s rehabilitative programs are not 
evidence based (as high as 56 percent at one institution).2   
 
The Governor suggests that two May Revision proposals to reduce the prison population are about 
providing opportunities for inmates to earn release through rehabilitation.  The first proposal would get 
inmates into credit-earning programs sooner by shortening the reception center process from 120 days 
to 30 days.  The second would make unspecified changes to credit earning policies that would 
purportedly be based on preliminary recidivism data associated with existing good-time credits.  In 

                                                
1 Special Review Into In-Prison Substance Abuse Programs Managed by the California Department of Corrections 
and Rehabilitation, Office of the Inspector General Report, February 2007, archived at 
https://web.archive.org/web/20070913193506/http://www.oig.ca.gov/reports/pdf/SubstanceAbusePrograms.pdf  
2 California Department of Corrections and Rehabilitation: Several Poor Administrative Practices Have Hindered 

Reductions in Recidivism and Denied Inmates Access to In‑Prison Rehabilitation Programs, California State 
Auditor Report, January 31, 2019, accessed at https://www.auditor.ca.gov/pdfs/reports/2018-113.pdf  

https://web.archive.org/web/20070913193506/http:/www.oig.ca.gov/reports/pdf/SubstanceAbusePrograms.pdf
https://www.auditor.ca.gov/pdfs/reports/2018-113.pdf
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reality, it appears the intent of these proposals may be to ensure that inmates get more credits faster 
(earned or not) so that they can be released sooner (rehabilitated or not), which would allow the 
Governor to make good on his promise to close prisons.  Assuming these two programs are successful 
at reducing the population, and that current population trends continue, CDCR would close one 
unspecified prison in 2021-22 and another in 2022-23.  The May revision assumes General Fund 
savings of $6.4 million in 2020-21, increasing to $400 million annually by 2023-24. 
 
In the wake of 2016’s Proposition 57, which gave CDCR broad authority to expand sentence credits, it 
is doubtful whether further expansion of good time credits would produce measurable improvements in 
rehabilitation that would lead to reduced recidivism.  Senate Republicans believe sentence credits can 
play an important role in encouraging rehabilitation when they must be truly earned.  However, given 
CDCR’s history with ineffective rehabilitative programs, the fact that many of CDCR’s programs are not 
evidence based, and the Governor’s stated intent to close two prisons in the near future, it seems as 
though the real focus here may be less on the long-term success of the offenders and more on the 
prize of prison closure. 
 
Realignment of DJJ Major Hit to Small and Medium Counties.  The May Revision abandons the 
Governor’s year-old plan to create a new department to rehabilitate the juvenile offender population and 
replaces it with a plan to halt intake of new commitments on January 1, 2021 and wind down existing 
DJJ programs through attrition, realigning the population of juvenile offenders to the counties.  While 
the state would save more than $315,000 per juvenile offender, per year, the Governor proposes to 
pass on only $125,000 of that per-offender savings to the counties in the form of a competitive grant 
administered by the Board of State and Community Corrections to “meet the specific needs of youth 
throughout the juvenile justice system.”  Large, resource-rich counties might be able to absorb this 
change without too much trouble.  However, many small and medium counties would be seriously 
impacted by this new responsibility, and $125,000 per ward in the form of a competitive grant would 
leave some counties without the resources needed to stand up programs to serve this population. 
 
On one hand, the Governor would have us believe that the state can design, deliver, and/or contract for 
programs that will be so successful that CDCR will be able to close two entire prisons in the next three 
years.  On the other hand, he is essentially saying that the state is incapable of rehabilitating juvenile 
offenders and that counties would have such greater success in this endeavor that we would actually 
be doing them a favor by not holding juvenile offenders at the state level. That is the exact opposite of 
what the counties were saying during the juvenile justice realignment of the early 2000s.  The state 
must find a way to reduce DJJ costs and improve outcomes for juvenile offenders without dumping its 
fiscal woes on its local criminal justice partners. 
 
Parole Cap Jeopardizes Public Safety.  The May Revision includes a proposal to reduce the 
maximum parole terms for most serious and violent offenders who are not also high-risk or violent sex 
offenders.  This proposal assumes budget year savings of $23.2 million General Fund.  Details of the 
proposal are presented in the table on the following page.  In essence, inmates with indeterminate (life)  
sentences would receive parole terms that are shorter by two years and would be eligible for discharge 
24 months earlier than under current law. Both serious and violent offenders with determinate 
sentences would receive parole terms that are a year shorter and violent offenders would be eligible for 
discharge 12 months earlier than under current law.   
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  Current Law  Governor's Proposal 

  

Parole 
Term 

Max. 
Duration 

Discharge 
Eligible  

Parole 
Term 

Max. 
Duration 

Discharge 
Eligible 

Det. Sentence-Serious  3 yrs. 4 yrs. 12 mos.  2 yrs. 3 yrs. 12 mos. 

Det. Sentence-Violent  3 yrs. 4 yrs. 24 mos.  2 yrs. 3 yrs. 12 mos. 

Indet. (Life) Sentence  5 yrs. 7 yrs. 36 mos.  3 yrs. 4 yrs. 12 mos. 
 
 
The administration indicates that the proposal is intended to align parole terms with evidence that most 
recidivism occurs earlier in the supervision period.  However, this fails to acknowledge that nearly a 
third of recidivism by California parolees occurs after the first two years of supervision, and that parole 
supervision may deter some criminal behavior and prevent additional victimization.3  Parole is the 
offender’s chance to prove that he or she is ready to reenter society.  Imposing a blanket reduction in 
the period of supervision is simply turning a blind eye to the inevitable increase in unchecked criminal 
behavior and the unnecessary creation of more victims that will follow. 
 
Impacts of Soft-on-Crime Policies Felt.  Virtually every policy decision comes with unintended 
consequences.  Some are more difficult to anticipate than others.  However, the following two May 
Revision adjustments were precipitated by relatively recent criminal justice policy changes and were 
imminently foreseeable.  In fact, Senate Republicans warned about both.   
 
Closure of Conservation (Fire) Camps.  Fire camps are minimum security facilities staffed by CDCR 
where inmates learn to prevent and combat wildfires, earn sentence credits at twice the normal rate, 
and provide valuable services for the state and the communities in which they are located.  The 
Department of Forestry and Fire Protection depends on the availability of inmate fire crews to 
supplement its in-house firefighting workforce during fire season.  During the off-season, inmates 
provide a community service workforce that maintains parks and roadways, among other tasks.  Recent 
criminal justice policy shifts, including the 2011 Public Safety Realignment, Proposition 47, and 
Proposition 57, have changed the composition of the offender population so that there are very few 
non-serious, non-violent, non-sex offenders left in prison.  Since this is the population that is eligible to 
be housed at minimum security fire camps, CDCR struggles to keep camps full.  The May Revision 
reflects the closure of eight fire camps.  Which ones would be closed has yet to be determined.  
Although the ability to operate fire camps is not a legitimate reason to keep people in prison, closure of 
these camps will definitely have a tangible impact on the local communities they serve, as well as the 
state’s wildfire preparedness posture. 
 
Loss of Federal Assistance for Housing Criminal Aliens.  The May Revision includes a $68 million 
General Fund augmentation to backfill lost federal reimbursements from the State Criminal Alien 
Assistance Program (SCAAP).  SCAAP funds cover part of the state’s costs of housing undocumented 
criminal aliens.  The US Department of Justice recently implemented a new application process for the 
SCAAP.  This new process requires the state's Attorney General to make certain certifications 
regarding the undocumented criminal aliens for which the state is seeking reimbursement.  California's 
sanctuary state laws (i.e., SB 54 of 2019, et al) preclude the Attorney General from being able to make 
those certifications.  Senate Republicans warned when SB 54 was being deliberated that it was likely to 
result in the loss of this federal funding.  But legislative Democrats and then-Governor Jerry Brown 

                                                
3 Parolee recidivism figure derived from CDCR’s Recidivism Report for Offenders Released from the California 
Department of Corrections and Rehabilitation in Fiscal Year 2014-15.  
https://www.cdcr.ca.gov/research/wp-content/uploads/sites/174/2020/01/Recidivism-Report-for-Offenders-
Released-in-Fiscal-Year-2014-15.pdf  

https://www.cdcr.ca.gov/research/wp-content/uploads/sites/174/2020/01/Recidivism-Report-for-Offenders-Released-in-Fiscal-Year-2014-15.pdf
https://www.cdcr.ca.gov/research/wp-content/uploads/sites/174/2020/01/Recidivism-Report-for-Offenders-Released-in-Fiscal-Year-2014-15.pdf
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refused to alter their course.  As a result, SB 54 and other sanctuary state laws are now costing 
taxpayers $68 million more per year.  
 
Department of Justice (DOJ) 
 
Erskine Fire Claims.  The 2016 Erskine Fire burned more than 46,000 acres in Kern County, 
destroyed 287 homes, damaged 12 others, damaged or destroyed many other structures and vehicles, 
and killed two people. Those who lost loved ones and property should be made financially whole by 
whatever entity is liable for the damage.  The fire started on U. S. Bureau of Land Management (BLM) 
land that was leased by the California Department of Fish and Wildlife (CDFW). CDFW had an 
agreement with a local archery club allowing the land to be used by the club. The terms of CDFW's 
lease with the BLM indemnified BLM. Furthermore, it appears that CDFW may have been negligent in 
its oversight of the archery club's use of the property. Therefore, it appears that the state may be liable 
for damages arising from the fire that started on state-leased land.  Claims are in varying stages of 
negotiation through mediation.  SB 418 (Portantino, 2019) appropriated funds to pay a first round of 
claims against the state resulting from the fire.  The May Revision includes $11.6 million General Fund 
to pay a second round of claims. 
 
 “Other” Firearm Registration Proposal Injects Policy Debate Into the Budget Process.  The May 
Revision includes $990,000 from the Dealers’ Record of Sale Special Account over two fiscal years for 
DOJ to implement a ban on a new category of assault weapon, including a registration period for those 
weapons that are legally possessed prior to the effective date of the ban.  The ban and the definition of 
the new category of assault weapon would be effectuated by accompanying budget trailer bill language.  
This policy change deals with limitations on a personal freedom that is enumerated and guaranteed in 
the Bill of Rights.  Such an impactful decision deserves the time, deliberation, and transparency that 
embody the policy committee process.  It should not be decided as part of the budget process, where it 
is likely to be buried and lost amongst the thousands of other simultaneously moving pieces of the state 
budget. 
 
 
Office of Emergency Services (OES) 
 
Emergency Preparedness and Response Funding Sustained.  The May Revision retains many of 
the emergency preparedness and response proposals from the Governor’s January budget, including: 
 

 $50 million General Fund for community power resiliency.  This funding would be used to help 
maintain the continuity of critical services that are still vulnerable to power outages and Public 
Safety Power Shutoffs, including schools, county election offices, and food storage reserves. 

 $17.3 million General Fund loan for the Earthquake Early Warning System.  This loan to the 
California Earthquake Safety Fund would buy time for OES to continue to evaluate and pursue 
ongoing revenue options to the special fund.  The funding would support system operations and 
program management, an education and outreach campaign, and research and development to 
expand mitigation uses for the California Earthquake Early Warning System. 

 $38 million General Fund (an increase of $21.5 million over the January budget) for ongoing 
disaster recovery efforts covered by the California Disaster Assistance Act.  

 $9.2 million General Fund and $200,000 in federal funds to support increased disaster planning, 
preparedness, and response workload at OES.  The administration argues that the size, 
frequency, and scope of disasters impacting the state have increased in recent years, resulting 
in additional workload for OES. 
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 $503,000 General Fund to transfer the duties of the Seismic Safety Commission (SSC) to OES.  
This proposal is the result of a mission-based review of the SSC conducted by the Department 
of Finance in response to stagnation of the revenue stream that supports the SSC.  While it 
appears there could be some synergistic benefit to combining the two entities, the SSC was 
established as an independent entity of state government for a reason.  It is not clear whether 
the potential gains from combining it with OES outweigh the benefits of the SSC’s current 
independence, which include incorporation of private sector subject matter experts into the 
Commission’s governance.  It may be more prudent to simply address the revenue issue and 
leave the SSC as it currently exists. 

 $2 million to establish the Wildfire Forecast and Threat Intelligence Integration Center.  Please 
refer to the Wildfire Prevention, Response, and Recovery section for details. 

 $11 million General Fund to provide a permanent state funding source for an existing multi-
agency cybersecurity effort to protect and harden the state’s critical networks.  The 
administration indicates that the existing federal funding model is inadequate to address the 
evolving landscape of cybersecurity and leaves the state’s information networks vulnerable to 
changes in federal funding priorities. 

 
Judicial Branch 
 
Judicial Branch Trigger Reduction Could Lead to Resurgence of Case Backlogs.  The May 
Revision includes what likely amounts to a poorly thought out gamble on the state receiving federal 
coronavirus bailout funds.  It includes more than $216 million in baseline reductions to the courts that 
trigger off only if the state receives its share of roughly $500 billion in federal bailout money that states 
have requested.   
 
In response to the COVID-19 stay-at-home orders, the Judicial Council postponed or otherwise delayed 
thousands of civil and criminal cases to help curb the spread of the virus.  As business returns to 
normal, the trial courts will be working through a huge backlog of cases in addition to the normal 
caseload.  While the May Revision proposes $50 million General Fund to help the trial courts work 
through the backlog, the proposed trigger reduction (of which the trial courts’ share would be $178 
million), coupled with the Governor’s withdrawal of $107.6 million proposed in January to help the trial 
courts cover inflationary cost increases, would amount to a net loss of more than $235 million that 
would be needed just to maintain the current level of services.  Baseline reductions to court operations 
at this moment in time could be catastrophic to the state’s justice system, and would almost certainly 
usher in a return to the months- or years-long delays in civil case adjudication that accompanied the 
Great Recession.  Senate Republicans believe that a robust court system is a necessary component of 
a healthy economy and that the state should look elsewhere to solve its budget problems in order to 
avoid inflicting further economic harm on the state and its people. 
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Transportation 
 
Key Points 

 Transportation Revenues Take a Pandemic Hit.  Gas and diesel tax revenues fall by nearly 
7 percent as fuel demand drops during shelter-in-place orders. 

 Gas and Diesel Taxes Set to Increase Again.  Already among the highest in the nation, 
California’s gas and diesel taxes will increase again on July 1, 2020. 

 Department of Motor Vehicles.  The Department of Motor Vehicles (DMV) modifies business 
processes to adapt to COVID-19. 

 Despite State Budget Deficit and Major Challenges High-Speed Rail Presses On.  The May 
Revise includes $2.9 billion to continue the high-speed rail project, despite more cost increases, 
project delays, and a $54 billion state budget deficit.  

 
Transportation Revenues Take a Pandemic Hit.  As shelter-in-place orders were announced to 
reduce the spread of COVID-19, Californians significantly reduced vehicle travel.  The subsequent drop 
in demand for fuel means less gas and diesel tax revenue.  Revenue estimates dropped by nearly 
7 percent in the current year and 7.6 percent in the budget year, as compared to January projections.  
While this decrease translates to a loss of about $1.2 billion over the two years, total revenues over the 
same period would still be nearly $16 billion.   
 
As the economy begins to recover, losses diminish significantly, with total losses through 2024-25 
projected at $1.8 billion or about 3 percent.  On the other hand, as noted in the Governor’s May Revise 
summary, the California Department of Transportation (Caltrans) is accelerating projects to achieve 
cost savings.  This savings would help offset revenue losses; however, the magnitude of savings is 
unknown at this time. 
 
While the impact to roads is relatively minor, local transit agency revenues across the state are taking a 
much bigger hit, with some estimating a 25 percent revenue reduction.  Ridership, which was already 
declining, fell 75 to 95 percent on buses, light rail, and commuter rail as telework became prevalent and 
the need to social distance made transit vehicles impractical.  While fare revenue is a small piece of the 
transit funding pie, nearly half of the revenues come from local sales taxes, which have also 
dramatically declined.  The remaining funding is from state and federal taxes on gas and diesel, which, 
as previously mentioned, have also declined.  The federal CARES Act included funding for California 
transit entities of about $3.6 billion to keep transit afloat.  Time will tell if transit can adjust and again 
become an option for travel or if this is the end for an already heavily subsidized industry. 
 
Gas and Diesel Taxes Set to Increase Again.  Pursuant to SB 1, the 2017 gas and car tax bill, the tax 
on gasoline will be increased by an inflationary adjustment of 3.2 cents per gallon on July 1, 2020.  
Similarly, the diesel excise tax will be increased by 2.5 cents per gallon.  These inflationary adjustments 
will continue to increase gas and diesel taxes each year on July 1st.  These increases are expected to 
produce about $517 million in 2020-21.  Although transportation funds have taken hit, an argument 
could be made to delay this increase and give California motorists a small break until the economy 
recovers and jobs return. 
 
Department of Motor Vehicles 
 
DMV COVID-19 Adjustments.  It quickly became clear that DMV offices around the state could not 
operate safely during the COVID-19 pandemic without major modifications.  On March 27th, DMV 
temporarily closed all field offices.  Temporary extensions were provided for driver’s licenses, vehicle 
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registrations, commercial licenses, and other DMV requirements.  Transactions completed online, via 
kiosk, or mail continued to be processed.  During the closure, the DMV also launched the DMV Virtual 
Field Office, allowing customers to meet virtually with DMV staff to process transactions that previously 
required an in-person office visit.  On May 8th, 25 DMV offices and 10 business centers reopened with 
modifications to serve customer transactions that still require in-person processing, such as obtaining 
the federally compliant Real ID.  These adjustments were funded with existing DMV resources, and no 
additional resources for this purpose are included in the May Revise.  Additionally, the COVID-19 
adjustments to open up more ways to conduct DMV business should result in a reduced need for office 
space in the future.  While reduced office space is not a high priority right now, it should be included in 
future discussions, prior to resuming any DMV capital outlay projects, which have largely been put on 
hold for now.  
 
Real ID Update.  Because of the COVID-19 pandemic and resulting shelter-in-place orders and 
shutdown of offices, the federal government extended the deadline for enforcement of federally 
compliant identification, known as Real ID, by one year to October 1, 2021.  This extension, coupled 
with the improvements discussed above, should help more Californians to secure a Real ID prior to 
federal enforcement.  
 
California High-Speed Rail Authority 
 
Despite State Budget Deficit and Major Challenges High-Speed Rail Presses On.  The May Revise 
includes $2.9 billion ($2.4 billion from cap and trade revenues, $500 million bond funds) to continue 
construction and administration of High-Seed Rail.  The draft 2020 Business Plan released by the High-
Speed Rail Authority (Authority) detailed another cost increase of $1.3 billion from the prior year 
estimate, largely a result of project delays.  The 171-mile Merced-Fresno-Bakersfield segment is 
expected to be operational at the end of 2029.  The draft 2020 Business Plan also assumes Phase I, 
Anaheim to San Francisco, will cost $80.3 billion and begin operations in 2033.  However, the Phase I 
costs and completion date can only be realized if more money is sent to the project faster.  With the 
current flow of money to the project, cost escalation outpaces the project and there will never be 
enough money to actually build it. 
 
Included in the May Revise is an increase of $13.4 million to hire 70 new state employees to take over 
some contractor functions.  While the state staff may appear to be less expensive than contractors, it 
may be difficult to find people with sufficient expertise to fill the positions.  This could lead to less or 
poor project oversight and increase an already high vacancy rate at the Authority.  It also seems like 
bad timing to add 70 new state workers at an average cost of $191,400 per position while 
simultaneously asking state workers to take a 10 percent pay cut. 
 
Furthermore, given the $54 billion deficit the state is facing, it may be more practical to end the 
high-speed rail project, as Governor Newsom mentioned in his first 2019 State of the State address, 
prior to backtracking a few days later.  The state could shift the cap and trade revenues to other 
purposes, and ask the voters to either re-purpose the bond money to more practical infrastructure 
projects or cancel the remaining bond authority and save Californians billions in future debt service.  
Such a move would require settling up with the federal government on about $2.5 billion in federal 
funding already spent on the project, but given the broad recognition outside California of High-Speed 
Rail’s impracticality, it is worth exploring these options with federal authorities.   
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Resources & Environmental Protection 
 

Key Points  
 
 Multiple Administrative Proposals Withdrawn or Scaled Back.  The May Revise reflects a more 

modest package for climate and resources-related proposals and has omitted or revised nearly 
$465 million in spending across all departments to reflect the impacts of COVID-19 on state 
revenues.  

 Some Programs and Project Proposals Still on the Table.  Despite reductions across various 
departments within the Natural Resources Agency, the May Revise includes a $6.7 billion ($3.5 
billion General Fund, $1.8 billion special funds, and $1.4 billion bond funds) spending plan.  

 New Proposals. The revised budget includes a few new and significant spending proposals, such 
as support for fairgrounds and Proposition 12 implementation. 

 Cap & Trade Expenditure Plan. The May Revise reflects the uncertainty surrounding the $965 
million Cap and Trade Expenditure Plan proposed earlier this year and refocused priorities. 

 

Proposal Withdrawals and Changes 
 
Climate Budget, Revised. The May Revise drastically scales back nearly $290 million General Fund 
related to most components of the January Climate Budget Proposal, which included $1.7 billion in new 
spending beginning in the 2020-21 fiscal year. The following details reflect these changes:  
 

 $250 Million Climate Catalyst Fund: Withdrawn. The May Revise withdraws the Governor's 
January Budget proposal to create a Climate Catalyst Fund of $250 million from the General 
Fund. The Fund would have been administered by the state's Infrastructure 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. 

 $4.75 Billion Climate Resilience Bond: Withdrawn The Administration-backed bond 
proposal has also been cut from the Climate Budget. The bond would have gone to the 
November 2020 ballot and, if approved by voters, would have supported natural and built 
infrastructure. 

 $40 Million for Projects in Critically Overdrafted Basins: Revised. The May Revise cuts 
$40 million General Fund support for the implementation of the Sustainable Groundwater 
Management Act (SGMA).  

Other Notable Revisions and Withdrawals. The following withdrawn General Fund expenditure 
proposals amount to $213 million across multiple departments within the Natural Resources Agency. 
Some represent a prudent approach to the current state of the budget, such as putting the facility 
relocation of the Natural Resources Agency on hold. Other reductions, such as the State Water 
Efficiency and Enhancement Program (SWEEP), represent a grim fiscal outlook for some of the state’s 
hardest hit job sectors. The following list outlines these changes.  
 

 California Department of Food and Agriculture (CDFA). The May Revise withdraws the 
Governor's January Budget proposal of $2.25 million General Fund for Cal Expo fiscal support 
and assessment and $20 million General Fund for the State Water Efficiency and Enhancement 
Program (SWEEP) Grants. Further, the Administration reduces the California Biodiversity 
Initiative by $3.9 million General Fund ongoing beginning 2020-21. 
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 California Natural Resources Agency (CNRA). The May Revise withdraws the January 
proposal to provide $80 million General Fund for purchasing Light Detection and Ranging 
(LiDAR) technology, as well as the $3.5 million General Fund to expand the California 
Conservation Corps Residential Centers.  

 Department of Fish and Wildlife (DFW). The May Revise proposes to reduce DFW's state 
operation General Fund expenditure level by $33.7 million. This reduction will be "triggered" off 
if the federal government provides insufficient funding to restore it. This reduction will be 
partially offset by an $18.9 million shift from the Habitat Conservation Fund to the new 
Biodiversity Protection Fund to support DFW's core biodiversity conservation and enforcement 
programs.  

 State Water Resources Control Board (SWRCB). The May Revise is proposing $24 million in 
expenditures from the General Fund to the Air Pollution Control Fund penalty revenues on a 
one-time basis. 

 Department of Water Resources (DWR). The May Revise withdraws the January proposal to 
provide the department $35 million General Fund given potential alternative sources of funding 
that may be allocated for this purpose. 

 Department of Parks and Recreation (DPR). The Administration is proposing two significant 
funding shifts for DPR: 1) $95 million from the General fund to lease revenue bonds for the 
Indian Heritage Center Project, and 2) $45 million from the General Fund to Proposition 68 bond 
funds for deferred maintenance projects. Further, the department will work with stakeholders on 
a reduction plan to achieve $30 million ongoing General Fund savings beginning 2021-2022. 
Finally, the May Revise withdraws the January proposal of $20 million General Fund to 
establish outdoor equity grant programs while also proposing to reduce the previous plan of $20 
million General Fund to $5 million General Fund to create a new state park. Retaining even $5 
million for a new park is a misplaced priority in the overall budget, which would cut funds from 
the devastated City of Paradise’s water system.  

 Office of Environmental Health Hazards Assessment (OEHHA). The May Revise withdraws 
from the January Budget proposal $6 million General Fund for evaluating unassessed 
chemicals. 

 Department of Toxic Substance Control (DTSC). The revised budget proposal also 
withdraws the $4.2 million proposal for a new clean up at orphan sites. 

 

 
Continuation of January Program and Project Proposals  
 
Some Spending Priorities Remain the Same. Although the May Revise paints an unfriendly picture 
for department budgets, the Administration is still maintaining a variety of spending priorities. While 
some proposals warrant inclusion in the budget, such as a critical flood control project, others should be 
omitted in favor of more worthwhile programs elsewhere in the budget. The list below summarizes 
these proposals by department.  
 

 DWR Maintains $93.3 Million in Projects. The Administration is proposing to maintain $46 
million one-time General Fund for the 2020-21 cost associated with a Sacramento region flood 
control project that leverages $1.5 billion in federal funding. To address solid waste and 
pollution exposures, the May Revise also proposes to maintain the January proposal of $18 
million General Fund one-time and $10 million Proposition 68 bond funds to support the New 
River Improvement Project. Finally, to support the Salton Sea Restoration Management Plan, 
the May Revise maintains $19.3 million Proposition 68 bond funds.  
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 DPR: $19.5 Million Across Various Programs Remain Intact. The Administration is 
proposing to maintain the following proposals:  

1. $8.8 million in Proposition 68 funding to expand both technological and physical access 
to parks. 

2. $6.1 million in Proposition 68 funds to improve facilities and expand access to parks in 
urban areas. 

3. $4.6 million (various bond funds) to acquire properties that expand existing state parks. 

 Department of Toxic Substance Control (DTSC). To continue with DTSC reform, the 
Administration is continuing forward with the $3 million January proposal General Fund in 2020-
21 and statutory changes to establish a five-member board to set fees, hear permit appeals, 
and provide strategic guidance to DTSC. While allowing a new board set new fees is 
concerning, the failure of DTSC's cost recovery efforts has been the subject of several 
legislative oversights. Further, the Administration is proposing two fund shifts:  

1. $59 million, one-time, in expenditures away from the General Fund to the Air Pollution 
Control Fund penalty revenues. 

2. $5.5 million in expenditures away from the General Fund to existing special funds for the 
Stringfellow Superfund Site in Jurupa Valley.  

 

Significant New Spending Proposals 
 
Additional Spending and Funding Shifts. The Administration is proposing nearly $42 million in 
spending ($40.3 million General Fund and $1.4 million special funds) in the following areas.  
 
California Department of Food and Agriculture 
 

 Fairgrounds. The Administration is projecting that fairs will lose approximately $98 million in 
revenue between March and June 2020 due to the cancelation of revenue-generating activities. 
As a result, the May Revise includes a proposal that would aid state-affiliated fairs by backfilling 
those with insufficient reserves to pay legally mandated costs. Specifically, the budget would 
provide $40.3 million General Fund in 2019-20 to help fairs weather the state civil service layoff 
process, including staff salary, payout of leave balances, and unemployment insurance. 

 Proposition 12 Funding. The May Revise is also proposing funds to support the 
implementation of Proposition 12 (2018), which expanded animal housing requirements and 
established new, more stringent minimum space standards on housing calves raised for veal, 
breeding pigs, and egg-laying hens. Further, the Administration's proposal also includes 
statutory changes to establish new fee authority that will support associated program costs. 
Until new fee revenue can support program costs, the proposal would be funded for two years 
by a short-term loan from with the department.  

 $1.4 million (special funds) and six positions in 2020-21, and  

 $2.8 million (special funds) and 15 positions ongoing to support Proposition 12 
implementation activities. 
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Cap & Trade 
 
Uncertainty Surrounding Auction Proceeds. Given the effects of the COVID-19 pandemic across 
budgets worldwide, there remain significant questions regarding the amount of Cap and Trade 
proceeds that upcoming auctions will generate. The Administration maintains the January $965 million 
Cap and Trade Expenditure Plan and establishes a "pay-as-you-go" budget mechanism. This process 
would ensure that authorized budget act expenditures would rely on actual proceeds received at each 
quarterly auction. Further, the plan includes directing departments to prioritize salaries and wages, 
while any remaining funds would be allocated to other programs proportionally. The May Revise 
prioritizes the following programs:  
 

 Air Quality in Disadvantaged Communities: Including the Community Air Protection Program 
(up to $200 million) and agricultural diesel emission reduction programs (up to $50 million).  

 Forest Health and Fire Prevention Activities: Including the implementation of wildfire 
legislation, AB 38 (Wood, 2019), which relates to home hardening and vegetation management 
in local and state responsibility area high fire hazard zones. While home hardening grants are 
off the table, the May Revise continues to prioritize of fire prevention activities under the 
provisions of AB 38 (All forest health and fire prevention activities would be funded up to $208 
million). 

 Safe and Affordable Drinking Water: This includes implementation of SB 200 (Monning, 
2019), which provides a continuous appropriation of 5 percent of the annual proceeds of the 
Greenhouse Gas Reduction Fund, up to $130 million, to support the Safe and Affordable 
Drinking Water Fund.  

The $965 million makes up 35 percent of discretionary spending that is annually appropriated in the 
budget. 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 January, the Cap and Trade was estimated to have a 
total of $2.573 billion available to fund continuous, ongoing, and new commitments. Until a clearer 
picture comes into focus as to what the proceeds from the upcoming auctions are, this program and 
spending details will continue to develop.  
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Cannabis 
 
Key Points 

 January Proposals Delayed.  Due to COVID-19 challenges, the January proposals to reform 
cannabis taxes and create a Department of Cannabis Control will be reconsidered next year. 

 Resources for Existing Licensing Entities.  Absent creation of a new department, the May 
Revise includes resources for existing departments to continue regulatory functions. 

 Revised Funding for Proposition 64 Programs.  The May Revise reflects a $38 million decrease 
in cannabis tax revenues and corresponding revised allocations to Proposition 64 programs. 

January Proposals Delayed.  Due to COVID-19 challenges, the two new cannabis proposals in the 
Governor’s Budget are delayed but will be reconsidered in the next budget.  Previously, the Governor 
proposed to reform cannabis taxes by changing the point of tax collection, simplifying a confusing 
bureaucratic process.  The Governor also proposed to consolidate the cannabis licensing and 
enforcement functions of the three existing entities into a single new Department of Cannabis Control.  
While both proposals still have merit, focusing on more pressing issues is appropriate. 
 
Resources for Existing Licensing Entities.  Absent creation of the new Department of Cannabis 
Control, the May Revise includes resources for existing departments to continue regulatory functions, 
as displayed in the chart below.  An initial review indicates the resources are similar to currently 
budgeted amounts and seem reasonable.   

 

 
 

Funding for Proposition 64 Programs.  The May Revise projects $296.9 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: 

 $124.6 million to the Department of Education to subsidize child care for school-aged 
children of income-eligible families.  

 $33.2 million to the Department of Health Care Services for competitive grants to 
develop and implement new youth substance prevention and treatment programs. 

Dollars
(in millions) Positions

Dollars
(in millions) Positions

Bureau of Cannabis Control $64.4 236 $68.9 285

Department of Food and Agriculture $44.9 163 $42.4 165

Department of Public Health $29.0 121 $20.8 87

Cannabis Licensing Resources

2020-21 May Revise2019-20 Budget

Department
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 $8.3 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.  

 $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:  

 $35.6 million to the Department of Fish and Wildlife for clean-up, remediation, and 
restoration of watersheds and enforcement activities on public lands. 

 $23.8 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: 

 $39.7 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. 

 $19.6 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 & Local Government 
 
Key Points 

 Newsom to Evict 175 Elderly and Disabled Veterans from Barstow Veterans Home. The 
Governor proposes to close the Barstow Veterans Home for a net cost increase in 2020-21. 

 Small Business Support for Federally Ineligible Businesses. The May Revise includes $50 
million to complement the federal Payroll Protection Program. 

 Questionable Expansion for Business Oversight Agency.  The May Revise continues to 
propose resources to expand enforcement and licensing activities.   

 Additional Funding for Election Activities. The May Revise includes $36.5 million in additional 
federal funds for election activities, including expansion of mail-in ballots. 

 $1.7 billion Federal Aid for Local Governments. The May Revise allocates a portion of the 
state's $9.5 billion federal CARES Act funding to local governments to support their COVID-19 
efforts. 

 Governor Rescinds Help to Paradise. The May Revise claws back funding intended to help the 
town of Paradise bring back clean, reliable water to its residents. 

 
General Government 
 
Closure of Barstow Veterans Home May Halt New Admissions to All Veterans Homes. Despite 
the fact that it will increase net General Fund costs by $2 million in 2020-21, Governor Newsom will 
permanently close the California Veterans Home in the city of Barstow by June 2022. Doing so will 
displace 175 elderly and disabled veterans and 200 staff, including healthcare professionals such as 
physicians, nurses, and pharmacists. Although the Department of Veterans Affairs hopes that residents 
and staff could be moved to the seven other state veterans’ homes or to private skilled nursing facilities, 
they have no plan to do so. The Department also admits that moving staff and residents to the other 
state veterans’ homes could negate the estimated $14 million in future annual General Fund savings. 
To mitigate this, the Department may prioritize Barstow transfers and halt all new admissions to all 
eight of the state’s homes for up to two years. In 2020-21, despite our $54.3 billion budget problem, this 
proposal results in a net cost to the General Fund because the $400,000 in staff savings is eclipsed by 
an estimated $2.4 million loss in resident per diem from the federal Medicare, Medi-Cal, and Veterans 
Affairs programs. 
 
Support for Businesses Ineligible for Federal Relief. The May Revise includes $50 million to 
support the Small Business Loan Guarantee Program operated by the Small Business Finance Center 
at the California Infrastructure and Economic Development Bank (I-Bank). The funding supplements 
prior emergency funds ($50 million) authorized earlier this year, for a total of $100 million General Fund 
to guarantee loans to small businesses made by Financial Development Corporations and Community 
Development Financial Institutions. The intent for these funds is to assist small businesses that do not 
qualify for the newly authorized federal programs, possibly due to low credit scores or the immigration 
status of the business owners.   
 
Continues to Expand Authority for Department of Business Oversight.  The May Revise continues 
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 May Revise 
also assumes a new moniker for the DBO, 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 
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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. 
 
Federal CARES Act Elections Funding. The May Revise reflects $36.5 million federal funds for 
additional resources to secure the 2020 elections. The Coronavirus Aid, Relief, and Economic Security 
(CARES) Act included $400 million to help states respond to the pandemic for the 2020 election. The 
funding can be used for a variety of activities, including to increase California’s ability to vote-by-mail, 
expand early voting and online registration, and improve the safety of voting in-person by providing 
additional voting facilities, more polling place workers, and personal protective equipment. 
 
Declining Property Tax Increases State Education Spending. The May Revise includes an increase 
of $84.5 million Proposition 98 General Fund in 2019-20 and $727 million Proposition 98 General Fund 
in 2020-21 for K through 12 expenditures as a result of lower offsetting property tax revenues in both 
years. 

State Office Building Projects, Capitol Annex. The May Revise withdraws $721.7 million from the 
Public Buildings Construction Fund for the design-build phase of three state office renovation projects: 
Gregory Bateson ($183.6 million), Jesse Unruh ($116.8 million), and Natural Resources ($421.3 
million). These projects will be paused until a statewide evaluation of office space needs has been 
completed. Additionally, the May Revise includes the transfer of $754.2 million from the State Project 
Infrastructure Fund to the General Fund. These funds were previously earmarked for the design and 
construction of a series of projects necessary for the renovation of the Capitol Annex. Funding remains 
available for pre-construction activities for the projects, and the costs associated with the design and 
construction phases will be shifted to lease-revenue bond financing.  
 
Precision Medicine Funds Eliminated. The May Revise proposes the reversion of $18.1 million in 
previously appropriated funds for the Precision Medicine program that have yet to be utilized. The 
2016, 2017, and 2018 Budget Acts included a total of $50 million for this program and $30 million 
remains unspent. The May Revise includes $2.1 million General Fund for the Office of Planning and 
Research to administer previously allocated research grants, as well as $9.8 million General Fund for 
research related to Adverse Childhood Events.  
 
California Arts Council. The May Revise proposes to withdraw a one-time increase of $10.5 million 
General Fund for the Korean American National Museum provided in 2019-20.  The Administration did 
not propose to withdraw funding for several other museums however, such as $1 million for the Italian-
American Museum, or $9 million for the Navy Training Center Foundation for renovations to the 
Performing Arts Center.  
 

Delay of the Responsible Beverage Service Training Act. The Governor’s Budget included $3.1 
million Alcohol Beverage Control Fund to provide the capacity and resources to implement the 
Responsible Beverage Service Training Act (Act), and to provide electronic payment services. The Act 
requires that alcohol servers receive training on responsible beverage service within 60 days of their 
employment date, beginning July 1, 2021. The May Revise includes statutory language to delay the 
July 1, 2021 alcohol server training requirement to July 1, 2022, to provide relief to licensees through 
the delayed collection of responsible beverage service-associated training fees. ABC will continue 
developing the Responsible Beverage Service training system, and the online payment services and 
licensing application systems as part of their business modernization efforts.  
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LOCAL GOVERNMENT  

Governor Fails to Deliver on Paradise Promise. The May Revise proposes to claw back $7.3 million 
General Fund approved in last year's budget to help keep the Paradise Irrigation District financially 
stable after its customer base was decimated in the 2018 Camp Fire. Without this promised funding, 
the ability to provide water to Town residents is now in question. Senate Republicans have expressed 
shock and concern that the loss of funds could ultimately cripple the water district and bring the rebuild 
of Paradise to a screeching halt. 
 
Federal CARES Act Distribution for Local Governments.  County and city governments provide a 
variety of services whose funding streams are threatened by the shutdown. For example, counties 
manage jails and supervise offenders on probation at the direction of the courts. Many of these 
programs are supported through 2011 and 1991 Realignment revenues (sales tax and vehicle license 
fee revenues). These revenues have been impacted by the economic crisis. City governments are 
responsible for zoning and land use, parks, animal control, police and fire. In addition to their distinct 
responsibilities, cities and counties have also made considerable efforts in recent years to coordinate 
services. 

To help address local government funding problems, the May Revise allocates a portion of the state's 
$9.5 billion CARES Act funding to local governments to further support their COVID-19 efforts, 
including $450 million to cities for homelessness and public safety and $1.3 billion to counties for public 
health, behavioral health, and other health and human services, as follows: 

 Cities - Six California cities received a direct CARES Act allocation from the federal government 
as a result of their size, for a total of $1.5 billion. The May Revise supplements this by providing 
$450 million to all cities that did not receive a direct allocation. Of these recipients, cities with 
populations above 300,000 will receive a state allocation while all other cities will be provided 
funding through their counties.  

 Counties - The state would allocate $1.3 billion of CARES Act funding directly to counties 
based on population size to address the public health, behavioral health, and other health and 
human services needs that have arisen as a result of the COVID-19 pandemic.  

The allocations are as detailed in the chart on the next page. 
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Employee Compensation & Retirement 
 

Key Points   

 Trigger Pay Cut For Most State Workers. The May Revision proposes a 10 percent trigger pay 
cut for state workers, resulting in total fund savings of $2.8 billion ($1.4 billion General Fund). These 
savings will be achieved through the collective bargaining process before the constitutional budget 
deadline of June 15.  

 May Revision Walks Back Employee Pay Raises. Employee compensation will see a reduction 
of $848.2 million total funds ($393.4 General Fund) as the May Revise eliminates general salary 
increases for most state workers in 2020-21. However, some lower-wage workers would receive 
increased contributions for health and dental benefits, as well as some salary increases creating 
$604 million in additional spending for 2020-21.  

 Shifting Supplemental Pension Payments for More Immediate Fiscal Relief. The May Revision 
proposes a variety of shifts of previously scheduled supplemental pension payments to both 
CalSTRs and CalPERS to provide both the state and local school districts with more immediate 
fiscal relief.  

 Retirement Costs Not Yet Reflecting COVID-19 Economic Reality.  State costs for employee 
and teacher pensions continue to rise, but state contribution rates for PERS were actually lower 
than expected compared to Governor’s Budget, resulting in a downward adjustment of $49.2 
million. The COVID-19 recession will affect state retirement costs starting in 2021-22 and is not 
reflected in the May Revision.   

 
Employee Compensation 
 

Absent Federal Funding, State Workers Face a 10 Percent Pay Cut. As part of the efforts to present 
a balanced budget, the May Revise proposes a 10 percent trigger pay cut for state workers, resulting in 
$2.8 billion total funds savings ($1.4 billion General Fund). The savings will be achieved through the 
collective bargaining process, which must conclude by June 15th. If no agreement is made, the May 
Revise proposes language that would give the Administration the authority to make the 10 percent cut 
outside of the collective bargaining process. As part of the bargaining process, the state and the unions 
can agree to different ways to meet the 10 percent employee compensation cut. For example, one 
bargaining unit could agree to an across the board 10 percent cut, whereas another could agree to 
different levels of cuts for different types of employee or compensation level—as long as the total cut 
equaled 10 percent of compensation.  

Cancelling Most Planned Raises, But Some Increases Remain. The May Revision proposes to 
eliminate generous employee compensation increases across bargaining units that were previously 
approved in Memoranda of Understanding for the upcoming fiscal year. This would result in $848.2 
million total funds savings (393.4 million General Fund). Some pay increases and new benefits will 
continue, including minimum wage accelerations, an SEIU health affordability payment, and various 
special salary adjustments. The Administration indicates that these salary increases are for the lowest 
paid state workers. The employee compensation and benefit increases that remain in the budget for 
employee compensation and benefits are shown in the table on the next page:  
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Pension and Retiree Health  
 
Full Impact of COVID-19 Will Not Materialize Until 2021-22. Because the state contribution rates for 
the Public Employee Retirement System (PERS) are based on actuarial evaluations done two years in 
arrears, the impacts of the economic recession on pension contributions will not be felt until 2022. The 
May Revision, however, does propose some actions to lower pension obligations in the future such as 
freezing the State Teacher Retirement System (STRS) Board’s rate setting ability, reducing employee 
compensation, and accelerating supplemental pension payments for more immediate fiscal relief. 

Public Employee Pension Costs Continue to Rise. The May Revision provides approximately $7 
billion total funds ($4 billion General Fund) in employer contributions for PERS and $3.6 billion General 
Fund for STRS. PERS contributions decreased slightly from Governor’s Budget, by $49.2 million ($19.4 
million General Fund), and STRS increased slightly by $5 million General Fund. However, total state 
contributions to STRS has increased by 8 percent above 2019-20 spending.  
 
Notably, the May Revise does propose statutory language to freeze the CalSTRs Board’s ability to set 
rates for the state for the next two years. By freezing the state’s contributions to CalSTRS, the state 
saves $1.8 billion General Fund. However, one possible unintended consequence of this action is that 
once the Board’s authority is reinstated in 2023-24, the state could face a rate spike and potentially 
have a large General Fund contribution for that year and years going forward 
 
Retiree Health Care Benefits.  The budget includes $2.4 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.   
 
Pension Relief for School Districts. Last year’s budget provided a total of $6 billion in supplemental 
pension payments for PERS and STRS. Many of those supplemental payments were scheduled to be 
made over decades to maximize their long-term effect on pension fund health. Given the budget deficit, 
the May Revise proposes to restructure and shift several of those payments. Specifically, the May 
Revision would shift a $2.3 billion supplemental payment to the pension systems for the school districts’ 
share to be a supplanting payment for 2018-19, for a total payment of $3.15 billion on behalf of school 
districts. The state taking on billions that the school districts would otherwise owe out of their 
Proposition 98 General Fund trades longer term savings for immediate fiscal relief for school districts. 
Additionally, the May Revise proposes $850 million to buy down the employer contribution rates in 
2019-20 and 2020-21, instead of spreading out those payments over several fiscal years. The chart 
below shows the reductions in school district retirement contribution rates as a result of these changes: 
 

Issue Total Funding

Minimum Wage Acceleration 3.6

Health 326

Dental 3.3

OPEB 106

Special Salary Adjustments 95.3

SEIU Health Affordability 69

Total 603.5
*In millions, rounding may account for slight differences
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Elimination of $500 million Pension Payment for PERS. The Governor’s Budget proposed a $500 
million supplemental pension payment on behalf of the state to PERS. The May Revision eliminates 
that payment and instead shifts $243 million from Proposition 2 debt reductions to be paid specifically 
towards the California Highway Patrol (CHP) pension plan.  
 
Shifting CalPERS Supplemental Payment For Immediate Fiscal Relief. Last year’s budget included 
a $2.5 billion General Fund payment to CalPERS on behalf of the state that was initially directed to 
produce maximum long-term savings. The May Revision proposes adjusting the application of the 
payment to produce more immediate savings over fiscal years 2019-20, 2020-21, and 2021-22 by 
offsetting state contributions. The initial proposal estimated savings of $7 billion to the state. This shift 
will reduce state savings to approximately $3 billion over 30 years.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  

Current 

Structure
MR Proposed

Current 

Structure
MR Proposed

CalPERS 22.67% 20.70% 24.60% 22.84%

CalSTRS 18.41% 16.15% 17.90% 16.02%

2020-21 2021-22

School District Retirement Contribution Rate
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Labor and Employment 
 
Key Points 
 

 Unemployment Insurance (UI) Benefits Surge. UI benefits increased 650 percent from the 
Governor’s Budget, with the state likely having to borrow almost $10 billion from the federal 
government to meet obligations.  

 Governor Prioritizes Enforcement of AB 5. Despite the vocal outcry against AB 5, and while 
many other areas of the budget are being slashed, the May Revise maintains the $22 million 
earmarked to enforce it. 

Unemployment Benefits Increase 650 percent From Governor’s Budget. The May Revise 
estimates a total of $43.8 billion in UI benefits for the 2020-21 budget year. Of this amount, $33.85 
billion will be paid for by the federal government. The remaining $9.85 billion will be paid through a 
combination of federal loans and employer taxes. Employers pay increased UI taxes during times 
where the state is borrowing from the federal government. Because this recession was caused by the 
government ordering businesses to shut down, it would be fair to see some relief from the state to 
businesses that are now saddled with not only loss of revenue but also higher taxes.  
The May Revise requests a total of 1,809 positions and $252.6 million federal funds to support 
additional resources at the Employment Development Department to handle the increase in UI claims. 
It is questionable, however, when this increase in staff will be able to start making a difference in 
processing times for UI claims. The Department has indicated that it is not a shortage of resources but 
a shortage of experience and training that is mostly contributing to the delays and errors in issuing UI 
claims.  
 
Disability Benefits Increase 16 Percent From Governor’s Budget. The May Revise requests an 
additional $1.55 billion in State Disability Insurance (SDI) benefits. While this increase is modest in 
comparison to the UI benefits, it is a substantial increase for the fund and will likely increase the 
approximately 1 percent payroll tax that most California employees pay.  
 
Continued AB 5 Enforcement. Despite widespread public outcry on the negative consequences of AB 
5 for California workers, and even with its own author admitting that the law has serious shortcomings, 
the Administration is proposing to maintain the Governor’s Budget funding of approximately $22 million 
to enforce AB 5. At a time where millions of Californians have found themselves jobless in the last few 
months, the Administration should be focused on supporting creative solutions to getting Californians 
back to work, not enforcing an ill-advised and punitive labor law that cuts off income opportunities for 
full-time freelancers and others who want to supplement their incomes during hard times. Maintaining 
this funding is especially shocking in light of the Administration’s decision to eliminate or reduce 
essential services for vulnerable populations such as Meals on Wheels (reduced), the Community-
Based Adult Services program (completely eliminated), and developmental services provider rate cuts.  
 
Family Leave Proposal Maintained. The May Revise proposes to keep the family leave job protection 
from the Governor’s Budget and to maintain the 2019 planned expansion of family leave from 6 weeks 
to 8 weeks July 1, 2020. The Governor’s Budget proposal would expand job protections for those 
utilizing paid family leave, which currently does not include job protection. Even before the COVID-19 
economic recession, employer groups opposed the protected job leave on the grounds that it would 
overwhelm small employers in California and harm job creation. Now is not the time to be saddling 
employers with burdensome new laws restricting their ability to function as efficiently as possible. 
Finally, the two-week extension of paid family leave—while having merits of its own—will further burden 
the SDI benefits system and drive up the payroll tax that employees pay. 
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Several Other Labor Initiatives Stay, Despite Budget Deficits. In addition to maintaining the AB 5 
funding, the May Revise also moves forward with establishing the Department of Better Jobs and 
Higher Wages, although the funding for the new department was revoked, which would centralize all of 
the state’s workforce and job training functions in one department. However, it’s unclear how 
centralizing these functions will lead to better outcomes for workers. Additionally, the Administration has 
not altered their proposal in light of the COVID-19 economy. Proposing a department of better jobs and 
higher wages when many Californians are out of any job at all seems tone deaf. The Administration 
should be focusing their efforts on the existing job boards and workforce development programs 
instead of diverting energy to restructuring. 
 
The May Revise also proposes to alter the Governor’s Budget $55 million proposal for the Labor and 
Workforce Agency to run a three year labor rights campaign, aimed at low-wage and agricultural 
workers. The May Revise reduces the proposal from $55 million to $20 million from the Labor and 
Workforce Development Fund. While there could be some noble intentions behind educating the 
workforce on their labor rights, the May Revise budget is also slashing health and human services 
programs and closing a veterans home for miniscule savings that could be addressed through these 
funds. Eliminating this campaign and making a $20 million loan to the General Fund instead could 
alleviate some of the other cuts made to vulnerable populations.  
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Senate Republican Fiscal Staff Assignments 
 

 
Kirk Feely, Fiscal Director 

 
 

Contact Number: (916) 651-1501 
 

Assignment Area Consultant 

Education Jean-Marie McKinney 

Public Safety, Judiciary, Corrections Matt Osterli 

Natural Resources & Environment Emilye Reeb 

Health & Veterans Affairs Anthony Archie 

Human Resources & Labor Rebecca Hamilton 

Revenue, General Government & Housing Chantele Denny 

Transportation, Energy & Consumer 
Affairs 

Heather Wood 

Assistant Claire Marks 

Assistant Sarah Haynes 

 
 

For more information, please visit our website at https://cssrc.us/ 
 

https://cssrc.us/

