
May 14, 2020 

TO: HBE Clients 

FROM: Hurst Brooks Espinosa, LLC 

RE: Governor’s 2020-21 May Revision 

This afternoon, Governor Gavin Newsom struck a somber, but optimistic, tone when he presented his 

2020-21 May Revision with a $54.3 billion deficit. Pre-COVID-19, the state began 2020 with a healthy 

economy, record low unemployment, historic budget reserves, and a January budget with an 

anticipated $5.6 billion budget surplus. Now, the Department of Finance estimates a dramatic 21.2 

percent reduction in state revenues and record 18 percent unemployment, disparately impacting 

lower-wage workers.  

The Governor’s May Revision and accompanying press release are available online. 

To close the gap, the May Revision cancels $6.1 billion in program expansions and spending increases, 

including canceling or reducing a number of one-time expenditures included in the 2019 Budget Act. 

It also includes redirecting $2.4 billion in extraordinary payments to the California Public Employees’ 

Retirement System (CalPERS) to temporarily offset the state’s obligations to CalPERS in 2020-21 and 

2021-22 and reflects savings from the Administration’s direction to agencies to increase efficiency in 

state operations now and into the future. Further, the May Revision proposes drawing down $16.2 

billion in the Budget Stabilization Account (the state’s Rainy Day Fund) over three years and allocates 

the Safety Net Reserve to offset increased costs in health and human services programs over the next 

two years. For 2020-21, the May Revision proposes the withdrawal of $8.3 billion, including $7.8 billion 

from the Rainy Day Fund and $450 million from the Safety Net Reserve. An additional $4.1 billion will 

be borrowed from the state’s special funds. The May Revision also proposes temporarily suspending 

net operating losses and temporarily limiting to $5 million the amount of credits a taxpayer can use in 

any given tax year. Finally, the Administration incorporates some expectation of additional federal 

funds that are tied to reductions to base programs and employee compensation that will be necessary 

if sufficient federal funding does not materialize. 

http://www.ebudget.ca.gov/2020-21/pdf/Revised/BudgetSummary/FullBudgetSummary.pdf
https://www.gov.ca.gov/2020/05/14/governor-newsom-submits-may-revision-budget-proposal-to-legislature-5-14-20/
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Trigger Cuts 

The Administration is proposing to make budget reductions that will be triggered off if the federal 

government provides sufficient funding to restore them. Please note the Administration has not 

defined “sufficient.” The following chart provides a summary of the “trigger cuts.” 

Proposal Savings 

Medi-Cal 

Optional benefit elimination: including adult dental; audiology; incontinence 

creams and washes; speech therapy; optician/optical lab; podiatry; 

acupuncture, optometry; nurse anesthetists services; occupational and 

physical therapy; pharmacist services; screening, brief intervention and 

referral to treatments for opioids and other illicit drugs in Medi-Cal; and 

diabetes prevention program.  

$54.7 million  

Proposition 56:  

- Eliminates supplemental payments for physicians, dental, 

developmental screenings, non-emergency medical transportation, 

family planning and women’ health. Effective no later than January 1, 

2021 eliminates the supplemental payments for CBAS and ICFDD.  

- Eliminates the Value Based Payment, Behavioral Health Integration 

Program, Pediatric Hospital Payments and the Loan Repayment 

Program for Cohort 2-5 with a reduction of administrative costs. DHCS 

will continue to support Cohort 1 commitments.  

- Reduced but not eliminated: Adverse Childhood Experience (ACEs) 

Screening and ACEs Provider Training.  

- There is no change to Proposition 56 supplemental payments for Home 

Health, Pediatric Day Health, Free Standing-Pediatric Subacute, and the 

HIV/AIDS Waiver. 

Shifts $1.2 billion in Proposition 56 

funding away from programs proposed to 

be eliminated, leaving $67 million for the 

programs noted. The Proposition 56 funds 

will be used to support growth in the 

Medi-Cal program. 

Eliminate the Community-Based Adult Services program effective January 1, 

2021 and the Multipurpose Senior Services Program effective no sooner 

than July 1, 2020. 

$106.8 million in 2020-21 

$255.8 million in 2021-22 

Eliminate Prospective Payment System (PPS) carve-outs for Federally 

Qualified Health Centers (FQHCs) and Rural Health Clinics for Medi-Cal 

$100 million ($50 million General Fund) 



Governor’s 2020-21 May Revision | May 14, 2020 

Hurst Brooks Espinosa, LLC | page 3 

Proposal Savings 

services including pharmacy, dental and other services; excludes Specialty 

Mental Health and Drug Medi-Cal Services. 

Reinstate the Medi-Cal estate recovery policy (it was eliminated in 2016). $16.9 million 

Martin Luther King, Jr. Hospital: eliminate a supplemental payment for this 

hospital. 

$8.2 million General Fund in 2020-21 

$12.4 million General Fund ongoing 

County Administration: hold funding to the 2019 Budget Act level. $31.4 million ($11 million General Fund) 

Eliminate funding for the Family Mosaic Project. $1.1 million in 2020-21 

CalWORKs 

Reductions to funding for CalWORKs Employment Services and Child Care. $665 million General Fund in 2020-21 

Reduces CalWORKs Expanded Subsidized Employment to the base funding. $134.1 million General Fund in 2020-21 

Reduce funding for CalWORKs Home Visiting. $30 million General Fund in 2020-21 

Eliminates funding for the CalWORKs Outcomes and Accountability Review 

(CalOAR) and provides counties the option to continue implementing the 

improvement without funding. 

$21 million General Fund in 2020-21 

In-Home Supportive Services (IHSS) 

7-percent reduction in IHSS hours provided to IHSS beneficiaries effective 

January 1, 2021. 

$205 million General Fund in 2020-21 

Public Authority Administration: freeze IHSS county administration funding 

at the 2019-20 level. 

$12.2 million General Fund in 2020-21 

Supplemental Security Income/State Supplementary Payment 

Withhold the state cost of living adjustment for SSP portion of grants in 

January 2021; the federal COLA for SSI would occur. 

$33.6 million General Fund in 2020-21 

Child Welfare Services 

5 percent reduction to Continuum of Care Reform short-term residential 

treatment program provider rates. Assumes the suspension of additional 

care rates 2 though 4. 

$28.8 million General Fund in 2020-21 

Public Health 

Reduce funding for Home Visiting and Black Infant Health. $4.5 million General Fund in 2020-21 

Developmental Services 

Establish a cost-sharing program for higher income families. Approximately $2 million General Fund in 

2020-21 and $4 million ongoing 

Adjust provider rates and review expenditure trends. $300 million General Fund in 2020-21 

Implement the uniform holiday schedule outlined in Welfare and Institutions 

Code section 4692. 

Approximately $31.3 million General Fund 

in 2020-21 

A reduction to the operations budget for Regional Centers. $30 million General Fund in 2020-21 and 

$55 million ongoing 

Child Support  

Revert funding for local child support agencies to the 2018 funding level. $38.2 million General Fund in 2020-21 

Healthcare Workforce  

Decrease funding for the Song-Brown Workforce Training Program. $33.3 million General Fund 

Judicial Branch 

Trial courts, including a base reduction and a 5 percent reduction in 

operating expenses, which will be achieved through efficiencies. 

Base reduction: $178.1 million in 2020-21  

5 percent reduction: $28.1 million in 2021-

22  

State level judiciary, including a $23.2 million reduction and a 5 percent 

reduction in operating expenses, which will be achieved through efficiencies. 

$23.2 million in 2020-21 

5 percent reduction: $10.6 million in 2021-

22  

Other judicial branch operations, includes a 5 percent reduction to each of 

the following programs: dependency counsel, court interpreters, 

collaborative and drug court projects, Court Appointed Special Advocate 

$15.2 million 
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Proposal Savings 

(CASA) program, model self-help program, Equal Access Fund, family law 

information centers, and civil case coordination. 

State Preschool and Child Care 

Eliminate 10,000 state preschool slots scheduled to begin April 1, 2020 and 

10,000 additional slots scheduled to begin April 1, 2021. 

$159.4 million General Fund 

Align State Preschool funding with demand. $130 million Proposition 98 General Fund 

10 percent decrease in the State Preschool daily reimbursement rate. $94.6 million Proposition 98 General Fund 

and $67.3 million General Fund 

Suspension of a 2.31 percent cost-of-living adjustment for state preschool. $20.5 million Proposition 98 General Fund 

and $11.6 million General Fund 

Eliminate a 1 percent add-on to the full-day State Preschool reimbursement 

rate. 

$3.3 million Proposition 98 General Fund 

and $3 million General Fund 

Reduce funding for child care workforce and infrastructure. $363 million one-time General Fund and 

$45 million one-time federal Child Care 

and Development Block Grant funds from 

the 2019 Budget Act 

10 percent decrease in the Standard Reimbursement Rate and the Regional 

Market Rate. 

$223.8 million General Fund 

Lower caseload estimates in CalWORKs Stage 2 and Stage 3 child care. $35.9 million General Fund 

Suspension of a 2.31 percent cost-of-living adjustment for child care. $25.3 General Fund 

Child care data systems. $10 million one-time General Fund from 

the 2019 Budget Act 

Reduce resources available for the Early Childhood Policy Council, leaving 

$2.2 million available for both 2020-21 and 2021-22. 

$4.4 million one-time General Fund 

K-12 Education 

10 percent reduction to the Local Control Funding Formula (LCFF). This 

reduction includes the elimination of a 2.31 percent cost-of-living 

adjustment. 

$6.5 billion 

University of California  

10-percent reduction in support of UC. In implementing this reduction, the 

Administration expects UC to minimize the impact to programs and services 

serving underrepresented students and student access to the UC. 

$338 million ongoing General Fund 

10-percent reduction in support of UC, UC Office of the President, UC PATH, 

and the UC Division of Agriculture and Natural Resources. 

$34.4 million ongoing General Fund 

Decrease support for summer term financial aid. $4 million limited-term General Fund 

A 10-percent reduction in support of the Hastings College of the Law. 1.5 million ongoing General Fund 

California State University 

A 10-percent reduction in support for the CSU. In implementing this 

reduction, the Administration expects the CSU to minimize the impact to 

programs and services serving underrepresented students and student 

access to the CSU. 

$398 million ongoing General Fund 

A decrease in support for Summer Term Financial Aid. $6 million limited-term General Fund 

California Community Colleges 

A 2.31 percent decrease in the cost-of-living adjustment for 

apportionments. 

$167.7 million ongoing Proposition 98 

General Fund, of which $0.6 million is 

attributable a revised cost-of-living 

adjustment at the May Revision 

Cut to enrollment growth. $31.9 million ongoing Proposition 98 

General Fund 

Reduction to apprenticeship programs, the California Apprenticeship 

Initiative, and work-based learning models.  

$83.2 million Proposition 98 General Fund, 

of which $40.4 million was one-time 
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Proposal Savings 

Decreasing available Student Centered Funding Formula or roughly 10 

percent when combined with a foregone cost-of-living adjustment. The 

Administration proposes statute to proportionally reduce district allocations 

through adjustments to the Formula’s rates, stability provisions, and hold 

harmless provisions. 

Proposition 98 General Fund by $593 

million 

Decreasing support for the CCC Strong Workforce Program. $135.6 million Proposition 98 General 

Fund 

Decreasing support for the Student Equity and Achievement Program. $68.8 million Proposition 98 General Fund 

Decreasing Support for the Part-Time Faculty Compensation, Part-Time 

Faculty Office Hours, and the Academic Senate of the CCCs. 

$7.3 million Proposition 98 General Fund 

Reducing Support for Calbright College. $3 million Proposition 98 General Fund 

California State Library 

A reduction to the Library Services Act. $1.75 million ongoing General Fund 

Board of State and Community Corrections. 

Adult Reentry Grant reductions; the grants provide competitive awards to 

community-based organizations to support offenders formerly incarcerated 

in state prison. 

$37 million 

Indigent Defense 

Reduce state funding for indigent defense.  $2.1 million ongoing 

Department of Justice 

Reduction to Department of Justice. $14 million, of which $4.3 million is 

General Fund 

State Parks 

Base reductions to state parks. State Parks will work with stakeholders to 

work on a reduction plan that maintains equity and regional access.  

$30 million ongoing General Fund 

beginning in 2021-22 

Department of Fish and Wildlife 

Baseline General Fund reduction and repurpose of the Habitat Conservation 

Fund to reduce the Department’s state operations General Fund expenditure 

level. This reduction will be partially offset by a $18.9 million shift from the 

Habitat Conservation Fund to the new Biodiversity Protection Fund to 

support the Department's core biodiversity conservation and enforcement 

programs. 

$33.7 million General Fund 

State Employee Compensation 

Approximately 10 percent, relative to June 2020 pay levels, reduction to 

state employee compensation. The May Revision assumes these savings will 

begin with the July 2020 pay period. 

$2.8 billion ($1.4 billion General Fund) 

Miscellaneous State Government 

Various changes to state office building projects. $730.6 million 

California Biodiversity Initiative Baseline Reduction. $3.9 million General Fund ongoing 

beginning in 2020-21 

California Arts Council: Withdrawal of a one-time increase. $10.5 million General Fund in 2020-21 

California Military Department, California Cadet Corps: Reversal of the 2018-

19 expansion of the California Cadet Corps. 

$6.3 million General Fund in 2020-21 and 

$8 million General Fund in 2021-22 

Precision Medicine Program: The 2016, 2017, and 2018 Budget Acts included 

a total of $50 million for this program and $30 million remains unallocated. 

This adjustment allows the Office of Planning and Research to retain $2.1 

million to administer previously allocated research grants as well as $9.8 

million for research related to Adverse Childhood Events. 

Reversion of $18.1 million in previously 

appropriated funds that have yet to be 

allocated 

The May Revision also outlines the Administration’s proposed use of federal CARES Act funding to 

support schools, strengthen local public health preparedness and response, and support health and 
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human services at the local level in response to the COVID-19 pandemic, including using $4.4 billion 

for schools to run summer programs and other programs that address equity gaps that were widened 

during the school closures and directing $3.8 billion to public health and safety, including $1.3 billion 

to counties for public health, behavioral health, and other health and human services programs and 

$450 million to cities for public safety and to support homeless individuals.  

The May Revision includes proposals to protect public health and safety by: 

 Investing in wildfire prevention and mitigation as well as other emergency response 

capabilities. 

 Prioritizing $4.4 billion in federal funding to address learning loss and equity issues 

exacerbated by the COVID-19 school closures this spring. In addition to using these funds for 

summer programs and other programs that address equity gaps, these funds will also be used 

to make necessary modifications so that schools can reopen in the fall. 

 Reallocating $2.3 billion in funds previously dedicated to paying down schools’ long-term 

unfunded liability to California State Teachers’ Retirement System (CalSTRS) and CalPERS to 

instead pay the school employers’ retirement contributions, to address the decline in the 

Proposition 98 guarantee amount. 

 Creating a new obligation of 1.5 percent of state appropriation limit revenues starting in 2021-

22 to avoid a permanent decline in school funding that grows to $4.6 billion in additional 

funding for schools and community colleges in 2023-24. 

 Preserving the number of state-funded childcare slots and expand access to childcare for first 

responders.  

 Preserving community college free-tuition waivers and maintain CalGrants for college students, 

including the grants for students with dependent children established last year. 

The Governor has also prioritized those families, children, seniors, and persons with disabilities 

experiencing wage disparity. Specifically, the budget: 

 Maintains the newly expanded Earned Income Tax Credit (EITC) for working families with 

incomes under $30,000, including a $1,000 credit for eligible families with children under the 

age of 6. 

 Maintains grant levels for families and individuals supported by the CalWORKs and SSI/SSP 

programs. 

 Prioritizes funding to maintain current eligibility for critical health care services in Medi-Cal and 

the expanded subsidies offered through the Covered California marketplace for Californians 

with incomes between 400 and 600 percent of the federal poverty level. 

Finally, the Administration commits to working with the Legislature to help get people back to work 

and support the creation of good-paying jobs and notes that it is considering options to support job 
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creation including: assistance to help spur the recovery of small businesses and the jobs they create, 

support for increased housing affordability and availability, and investments in human and physical 

infrastructure. Specifically, for small businesses, the May Revision proposes to: 

 Augment the small business guarantee program by $50 million for a total increase of $100 

million to fill gaps in available federal assistance with the intention of leveraging existing 

private lending capacity and philanthropy to provide necessary capital to restart California 

small businesses. 

 Retain Governor’s Budget proposals to support new business creation and innovation by 

waiving the $800 minimum franchise tax for new businesses. 

The Governor notes his Task Force on Business and Jobs Recovery and commits to additional actions 

informed by the Task Force and other stakeholders to support a safe, swift, and equitable economic 

recovery. He also expresses his commitment to working with colleges and universities to build on their 

experience with distance learning and develop a statewide educational program that will allow more 

students to access training and education through distance learning. 

The updated General Fund budget summary is included below. 
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Saving Lives and Emergency Response 

The May Revision reflects $1.8 billion net General Fund expenditures for the state’s direct emergency 

response efforts for the COVID-19 pandemic. A significant portion of this funding will provide the 25-

percent cost share required to leverage FEMA funding. The May Revision also includes $716 million 

net General Fund as a set-aside contingency for additional response activities in the budget year, 

representing a 25-percent cost share, and the remainder is anticipated to be funded by additional 

FEMA funding, should there be a second surge. 

The May Revision summary of federal stimulus funds is outlined below: 

 

The CARES Act allocated Coronavirus Relief Funds (CRF) to state and local governments for 

expenditures incurred between March 1 and December 30, 2020 in response to COVID-19, not 

previously accounted for in the most recent state and local budgets. These funds cannot be used to 

backfill lost revenues or to serve as the state match for drawing down other federal funds (such as 

FEMA reimbursements). 
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The May Revision allocates a portion of the state’s $9.5 billion CARES Act funding to local 

governments to further support their COVID-19 efforts - $450 million to cities for homelessness and 

public safety and $1.3 billion to counties for public heath, behavioral health, and other health and 

human serves as detailed below. 

 

Note that this chart does not include allocations of the $450 million dedicated to those cities with 

populations of up to 500,000 that did not receive a direct allocation from the federal government. 

Those cities with a population of 300,000-499,999 will receive a direct allocation from the state, while 

cities smaller than that will have their share remitted to and allocated by their respective county. 
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Funding is contingent on adherence to federal guidance and the state’s stay-at-home orders and will 

be released upon jurisdictions’ certification of both. 

The remainder of the CRF is allocated for costs related to mitigating the significant impacts of the 

COVID-19 pandemic as summarized below. 

 

Office of Emergency Services  

The May Revision reflects $127 million for Office of Emergency Services (CalOES) to enhance the 

state’s emergency preparedness and response capabilities: 

 Maintain $50 million one-time General Fund to support additional preparedness measures that 

bolster community resiliency; specifically, schools, county elections offices, and food storage 

reserves. This proposal will support a matching grant program to help local governments prepare 

for, respond to, and mitigate the impacts of power outages. 

 $38.2 million one-time General Fund to increase the amount of funding available via the California 

Disaster Assistance Act (CDAA), which is used to repair, restore, or replace public real property 

damaged or destroyed by a disaster or to reimburse local governments for eligible costs 

associated with emergency activities undertaken in response to a state of emergency proclaimed 

by the Governor. This augmentation increases total CDAA funding available in the budget to 

$100.8 million. 

 Maintain $17.3 million to operate the California Earthquake Early Warning Program. 

 Maintain $76 million and 12 positions for CalOES to enhance the state’s critical cybersecurity 

infrastructure. This investment will provide a full-time Joint Incident Response Team to bolster the 

state’s capabilities in preventing, mitigating, and responding to cyberattacks. 

 Maintain $2.5 million to transfer the Seismic Safety Commission to CalOES. The May Revision 

reduces this proposal by $446,000 General Fund. 

 Maintain $2 million General Fund to enhance the state’s emergency response capabilities through 

improved forecasts for tracking and predicting critical fire weather systems with the Wildfire 
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Forecast and Threat Intelligence Integration Center. The May Revision reduces this proposal by 

$6.8 million General Fund across various departments.  

The May Revision withdraws $101.8 million for CalOES and the Department of Forestry and Fire 

Protection (CALFIRE) for implementation of the home hardening pilot grant program authorized by AB 

38 (2019), but maintains $8.3 million Greenhouse Gas Reduction Fund for CALFIRE to meet defensible 

space related requirements pursuant to AB 38. 

CAL FIRE  

The May Revision reflects an additional $90 million General Fund ($142.7 million ongoing) to further 

enhance CALFIRE’s fire protection capabilities for the 2020 fire season and beyond. 

 Maintain $85.6 million General Fund ($135.1 million ongoing) for permanent firefighting 

positions to provide CALFIRE with operational flexibility throughout the peak fire season and 

beyond as fire conditions dictate. 

 Provide an increase of $4.4 million General Fund ($7.6 million ongoing) to enable CALFIRE to 

implement the new pioneering wildfire prediction and modeling technology that was procured 

through the Innovation Procurement Sprint process. This newly-executed contract will enable 

CALFIRE to access a wildfire predictive software program that can perform hundreds of millions 

of simulations daily, over large geographic areas, and generate predictions and wildfire 

forecasts based on simulated or reported ignition points throughout the state. This data will be 

used to inform fire pre-positioning and suppression tactical operations, with the intent to more 

readily control and contain wildfires, and to protect people and assets at risk. 

 Withdraw the January budget proposals for Direct Mission Support ($34.3 million General 

Fund) and the Wildland Firefighting Research Grant Program ($5 million General Fund). 

Health and Human Services 

The Governor has formally withdrawn several January budget proposals in the health and human 

services area, including: 

 CalAIM 

 Expansion of full-scope Medi-Cal to undocumented older adults 

 Expansion of Medi-Cal to aged, blind, and disabled individuals with incomes between 123 and 138 

percent of the federal poverty level 

 Behavioral Health Quality Improvement Program 

 340B supplemental payment pool for non-hospital clinics  

 Expansion of Medi-Cal to post-partum individuals who are diagnosed with a maternal mental 

health condition 

https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201920200AB38
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201920200AB38
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 Provide hearing aids to children without health insurance coverage in households with incomes up 

to 600 percent of the federal poverty level 

 California Cognitive Care Coordination Initiative 

 Mental Health Services Act Reform 

 Office of Health Care Affordability 

 Child support disregard pass-through statutory change proposal to give families more income 

 Foster Family Agency social worker rate increases 

 Family Urgent Response System for the child welfare system 

 Public Health Nurse Early Intervention Program in Los Angeles County 

 Funding for behavioral health counselors in emergency departments 

 Funding for Medi-Cal enrollment navigators 

 Funding for the Medical Interpreters Pilot Project 

 Augmentation for caregiver resource centers 

 Aged, Blind and Disabled Medicare Part B Disregard 

Additionally, the Administration has proposed significant budget cuts to health and human services, 

which would trigger off if sufficient federal funds are received. A comprehensive list of proposed cuts 

is included on starting on page 2 of this document. 

Medi-Cal  

The Department of Health Care Services (DHCS) estimates significantly increased Medi-Cal caseload 

peaking at 14.5 million, which is 2 million above what caseload would have been absent the pandemic, 

in July 2020 due to COVID-19 related unemployment. While the state maintains Medi-Cal eligibility in 

the May Revision (aside from the withdrawn January proposals), the Administration makes proposals 

to reduce services, including: 

 Reduce managed care capitation rates for gross medical expenses for the period of July 1, 2019 

through December 31, 2020 for a savings of $586 million ($182 million General Fund).  

 Implement various managed care rate adjustments and efficiencies for a savings of $283.1 million 

($91.6 million General Fund) (Trailer bill language included).  

 Eliminate the county allocation for Child Health and Disability Prevention Program Case 

Management for a savings of $18.7 million ($6.6 million General Fund).  

The May Revision also includes additional adjustments to Medi-Cal funding, including: 

 An increase of $5.1 billion in federal funds – and a resulting decrease of $5.1 billion General Fund – 

associated with the enhanced Federal Medical Assistance Percentage (FMAP) increase through 

June 30, 2021. 
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 An increase of $1.7 billion in federal funds – and a resulting decrease of $1.7 billion General Fund – 

associated with the April 2020 federal approval of revised Managed Care Organization (MCO) tax. 

 County Medical Services Program (CMSP). The Administration is proposing to shift funds from the 

CMSP Board reserves to offset CalWORKs costs. The narrative notes that the CMSP Board has 

amassed a considerable reserve since the state changed their realignment allocation in the wake 

of implementing the Affordable Care Act. The May Revision proposes to shift $50 million of the 

reserves in each of the next four fiscal years to offset General Fund CalWORKs costs. In recognition 

of the expedited timeline by which the reserves would return to reasonable levels, the May 

Revision also proposes to restore the Board's annual allocation beginning in 2021-22.  

 Utilize $327.2 million from the Medi-Cal Drug Rebate Fund, the Children’s Health and Human 

Services Special Fund, the Health Care Services Plan Fines and Penalties Fund, and the proposed e-

cigarette tax to fund the Medi-Cal program. 

 Skilled Nursing Facilities (SNFs). The May Revision maintains the nursing facility reform framework 

proposed in the January Governor’s Budget. In addition, the May Revision assumes a 10-percent 

rate increase for SNFs and ICF-DDs for the duration of the public health emergency, at a General 

Fund cost of $72.4 million in 2019-20 and $41.6 million in 2020-21.  

 E-Cigarette Tax. The May Revision assumes $10 million in 2020-21 and $33 million in 2021-22 in e-

cigarette tax revenues to offset state funding for growth in the Medi-Cal program. 

Public Health 

The May Revision maintains and increases the Department’s disease surveillance and identification 

workforce. Specifically, the May Revision proposes $5.9 million General Fund for 2020-21 and $4.8 

million General Fund ongoing, to support laboratory staff to increase the laboratories’ testing capacity, 

and to purchase equipment and laboratory supplies that are specifically utilized for COVID-19 testing 

as well as other diseases.  Resources will support emergency coordination, communication, and 

response, and provide ongoing support for public health laboratory capacity and disease surveillance. 

In addition, the May Revision maintains funding for infectious disease prevention and control, 

including $5 million General Fund each for STD, HIV, and hepatitis C virus prevention and control. 

Social Services 

CalWORKs. The Administration is estimating average monthly CalWORKs caseload to be 724,000 

families in 2020-21, a 102 percent increase from the January budget estimate. The budget proposal 

maintains CalWORKs program eligibility. The May Revision includes $82.3 million General Fund/TANF 

Block Grant for CalWORKs county administration to facilitate enrollment in the program and services 

to beneficiaries. 

In-Home Supportive Services. Proposed reductions include: 

 Conforming the IHSS residual program to the timing of Med-Cal Coverage, for a savings $72.6 

million General Fund in 2020-21. 
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 Assuming that Department of Social Services enters into a contract with the state Case 

Management, Information and Payroll System vendor to perform IHSS payroll functions, for a 

savings of $9.2 million General Fund in 2020-21. 

Child Support 

The Administration is proposing to reduce the Department of Child Support’s state operations and 

contract costs, resulting in $8.3 million General Fund savings in 2020-21. 

Department of Early Childhood Development 

The Administration is modifying its January budget proposal that would have created a new 

Department of Early Childhood Development; instead, the Administration is proposing to consolidate 

the state’s early learning and child care programs under the state Department of Social Services. The 

goal is to align all child care programs within a single department. The budget maintains $2 million 

General Fund in 2020-21 to support this transition. 

1991 and 2011 Realignment Revenue Updates 

As is customary, the Governor’s May Revision updates revenue estimates across all accounts and 

subaccounts for programs realigned to counties in 1991 and 2011. Given the projected drop of more 

than 27 percent in Sales and Use Tax revenues, the revenue estimates look dramatically different in 

May as compared to January. 
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Public Safety 

Proposed Realignment of State Juvenile Detention Function 

The Governor’s May Revision proposes, beginning January 1, 2021, to stop intake at all remaining 

Division of Juvenile Justice (DJJ) facilities and begin the process of closing those facilities through 

attrition of the current population. Offenders older than 18 who are subject to transfer to an adult 

prison will be prioritized for placement in the Youth Offender Rehabilitative Community described 

below. Recall that the state is currently in the process of transition DJJ to a new department within the 

Health and Human Services Agency; efforts to reimagine DJJ as the Department of Youth and 

Community Restoration will presumably be scrapped.  

A portion of the state’s savings associated with the closure of DJJ will be directed to county probation 

departments who will assume the full responsibility for the housing, treatment, and rehabilitation of 

this population. The budget narrative recognizes the significantly underutilized capacity in the local 

juvenile detention systems. The DJJ closure proposal also contemplates the establishment of 

treatment hubs to meet the highly specialized needs of these youth – including, for example, sex 

behavior treatment or mental health treatment. The state would provide $2.4 million in 2020-21 and 

$9.6 million annually thereafter in competitive grants administered by the Board of State and 

Community Corrections (BSCC). County probation departments would be eligible to apply for the hub 

grants. We are seeking additional details on funding associated with the proposed realignment. 

Additional Adult Probation Items 

 Proposition 57 Funding – County probation departments will receive $12.9 million in 2020-21 for 

increased workload associated with the supervision of offenders on Post-Release Community 

Supervision (PRCS) who, as a result of the implementation of Prop 57, earn early release from 

prison. This amount represents a decrease of approximately $900,000 from what was estimated in 

January. 

 SB 678 Funding – The May Revision maintains the existing SB 678 calculation, yielding $112.7 

million in funding for probation departments that recognizes local successes in reducing the 

number of adult felony probationers who enter state prison. In January, the Governor proposed a 

permanent augmentation of $11 million annually to stabilize SB 678, which seems to have been 

withdrawn.  

 Misdemeanant Probation Supervision – The May Revision withdraws the probation reform 

proposal offered in January that would have invested $210 million over three years to support 

increased supervision and other services for the misdemeanant probation population. 

State Prison Populations and Proposed Institution Closures 

Given steady declines in the state’s prison population over the last decade, which have allowed the 

California Department of Corrections and Rehabilitation (CDCR) to remain in compliance with the 

federal court population order, the state has terminated all but one private in-state contract 

correctional facilities. The contract on the remaining private facility was extended by 30 days to give 



Governor’s 2020-21 May Revision | May 14, 2020 

Hurst Brooks Espinosa, LLC | page 18 

the state flexibility in inmate movement and physical distancing in the context of the pandemic. Three 

public in-state correctional facilities remain operational, but are slated to close in two phases – two 

will be taken offline in 2021 and the third in 2022.  

As outlined in the January budget, the Governor is maintaining his commitment to close two state 

prison facilities within the next five years, assuming that the population trends stay on track. One 

facility is assumed to close beginning in 2021-22 and a second beginning in the following fiscal year. 

State savings associated with the anticipated closures are $100 million in 2021-22, $300 million in the 

subsequent year, and $400 million annually thereafter. Although questioned during his press 

conference today, the Governor would not speculate about which institutions are being eyed for 

closure.  

The proposal to close the institutions is based on several proposals described below: 

 Receptions Centers – CDCR plans to reduce the reception center process to as little as 30 days (as 

compared to 90 to 120 days under normal circumstances). This change will produce savings in the 

out years and likely will allow CDCR to convert reception center housing to general population 

housing in 2020-21.  

 Additional Good Conduct Credits – CDCR will seek changes to good conduct credits on a 

prospective basis. No details are yet available on the changes that will be implemented, but they 

will be based on preliminary recidivism data and will produce savings in the out years.  

CDCR Actions to Respond to COVID-19 Outbreak 

The May Revision outlines in detail the various steps CDCR has taken to reduce the spread of COVID-

19 in the prisons. Among these actions was ceasing transfer of individuals from county jails to the 

state’s adult institutions; the original 30-day stoppage of intake was subsequently extended to 60 

days. The state prisons will begin accepting inmates on May 26. The temporary pause in intake 

resulted in approximately 3,500 individuals extending their stay in county jail while awaiting transfer. It 

is expected that once CDCR reopens its intake process, it will take approximately 28 days to move 

these inmates to their assigned state prison facilities. 

Additionally, CDCR also took steps beginning in April to release eligible inmates from prison who were 

within 60 days of completing their prison terms. Taken together, these two steps – the suspension of 

intake and the early discharge of inmates to parole or PRCS – reduced the state prison population by 

a net 5,443 inmates. 

Board of State and Community Corrections 

The May Revision reiterates the Governor’s statement in the January budget that his Administration 

intends to strengthen oversight of county jails through technical assistance and ensuring jail standards 

are consistent with national best practices. Elimination of a state Adult Reentry Grant administered 

through the BSCC is part of the trigger cuts. 
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Proposition 47 Savings Estimate 

The May Revision estimates that implementation of Prop 47, the 2014 ballot initiative that reduced 

penalties for specified property and drug crimes, will produce $102.9 million in net state correctional 

savings, when comparing 2019-20 costs to the base year of 2013-14 (the last full fiscal year prior to 

the passage of the initiative). These savings are dedicated to three policy priorities identified in 

Proposition 47: (1) behavioral health treatment and diversion programs (65 percent), (2) programs to 

improve outcomes for K-12 students and reduce truancies (25 percent), and (3) support for trauma 

recovery centers (10 percent). The savings estimate represents a reduction of $19.6 million from the 

January budget proposal.  

Youth Offender Rehabilitation Community 

The Governor’s May Revision retains the proposed establishment of a Youth Offender Rehabilitation 

Community, which will be sited at Valley State Prison in Chowchilla. This program will house youthful 

offenders (under the age of 26) in a campus environment that promotes positive behavioral 

programming and strong mentorship opportunities. 

Other Proposed Policy Changes and Efficiencies in State Corrections 

The Governor’s May Revision also proposes a change to parole terms along with several corrections 

system efficiencies: 

 Cap Parole Terms – The May Revision proposes to cap parole supervision as follows: cap 

supervision for most parolees at 24 months, establish earned discharge for non-sex offenders at 

12 months, and establish earned discharge for certain sex offenders at 18 months. Savings 

associated with the cap on supervision terms is $23.2 million in 2020-21 and 2021-22, increasing 

to $76 million annually beginning in 2023-24. 

 Consolidate Under Capacity Fire Camps – Eight under capacity fire camps, selected in 

coordination with the California Department of Forestry and Fire Protection, will be closed. Efforts 

will be undertaken to consider community impacts and proximity to other fire camps. Savings 

associated with fire camp closures are expected to be $7.4 million in 2020-21 and $14.7 million 

annually thereafter. 

 Draw Down Federal Funds for Health Care in Community Reentry Programs – The Centers for 

Medicare and Medicaid Services (CMS) recently issued guidance distinguishing between prisons 

and supervised residential facilities. This guidance appears to offer an opportunity to draw down 

federal funds for health care provided in community reentry treatment facilities. With certain 

operational changes to ensure that the facilities adhere to CMS guidelines regarding Medicaid 

eligibility, CDCR estimates it could benefit from federal funding to cover health care costs of $4.2 

million in 2020-21 and $8.5 million ongoing. 

 Eliminate ISMIP Program – Due to the program demonstrating limited effectiveness at reducing 

recidivism, the Governor proposes to eliminate the Integrated Services for Mentally Ill Parolee 

Program that offers wraparound services and some transitional housing for approximately 1,500 
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mentally ill parolees. Instead, CDCR will adjust policies to connect these individuals with 

community resources. Savings are estimated to be $8.1 million in 2020-21 and $16.3 million 

ongoing. 

 Eliminate Parolee Outpatient Clinics – CDCR employs mental health clinicians to provide 

treatment to parolees in Parole Outpatient Clinics. The May Revision proposes to eliminate these 

clinics, given that parolees can access mental health services through Medi-Cal or other coverage. 

Despite the elimination of the clinics, psychiatrists will continue to provide emergency medication 

to parolees experiencing mental illness. Associated savings is $9.1 million in 2020-21 and $17.6 

million annually thereafter. 

 Remote Court Appearance – CDCR will seek to expand video capabilities that will enable remote 

court appearances by inmates and staff, thereby reducing transportation costs and increasing 

inmates’ participation in rehabilitative programming and work assignments. 

Department of State Hospitals 

The May Revision reduces or withdraws the following proposals from the January budget: 

 Community Care Collaborative Pilot Program – The May Revision withdraws the proposal that 

would have invested in a six-year pilot program in three counties designed to fund and incentivize 

programs to provide treatment in the community for individuals deemed incompetent to stand 

trial (IST). The Administration commits to working with the Legislature to advance ideas to address 

the backlog of IST individuals, with a goal of serving this population in the community. 

 State Hospital System Operations and Administration – The May Revision withdraws various 

investments in operational and administrative activities at the Department of State Hospitals, 

resulting in $7.7 million savings. 

 Treatment Planning and Delivery – The May Revision reduces the January proposal to increase 

treatment team ratios, which were designed to support implementation of trauma-informed care 

and the development of a comprehensive discharge planning program. The resulting savings 

totals $22.6 million. 

Peace Officer Standards and Training 

To support local law enforcement training, the May Revision proposes repurposing $10 million 

previously appropriated to create a Distance Learning Grant Program, increase functionality of POST’s 

existing Learning Portal, and upgrade previously developed distance learning program.  

Indigent Defense 

The Governor’s January budget proposal to augment funding for the Office of the State Public 

Defender for purposes of improving the quality of indigent defense services provided at the local level 

has been modified. The original funding amount of $4 million in 2020-21 and $3.5 million annually 

thereafter has been reduced to $2.1 million as part of the trigger cuts. The $10 million allocation to 
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BSCC to administer a grant program meant to supplement local indigent defense funding has been 

eliminated.  

DOJ Adjustments 

The May Revision makes a variety of other funding adjustments in the Department of Justice. Of note, 

the revised budget includes $3.8 million to backfill continued declines in fine and fee revenues in the 

DNA Identification Fund, for a total available in 2020-21 of $35.8 million. A number of funding 

proposals to upgrade equipment, acquire a new facility for the Consolidated Forensic Science 

Laboratory project in Sacramento, and expand other areas of the Department’s work have been 

withdrawn. 

Judicial Branch 

Branch Augmentations and Trigger Cuts 

The Governor’s May Revision recognizes the significant changes in court operations – which include 

extending court deadlines, suspending jury trials, expanding use of technology to conduct remote 

proceedings, and limiting operations to only those deemed essential – triggered by the pandemic. 

Public health measures have caused delays and produced backlogs in case processing. The May 

Revision includes two augmentations to assist the trial courts in gradually resuming operations, 

addressing the effects of the dramatic curtailing of court operations over the last few months, and 

expanding court efficiencies: (1) $50 million one-time augmentation in 2020-21 and (2) an ongoing 

augmentation of $25 million for modernizing court operations. Additionally, the May Revision 

assumes hundreds of millions of dollars in one-time and ongoing reductions in judicial branch trigger 

cuts in the case that sufficient federal government funding does not materialize. (Please see details 

regarding trigger cuts at the table starting on page 2.) 

Rescission of January Budget Proposals  

In view of the dramatic economic contraction, the Governor is withdrawing the following investments 

proposed in his January spending plan: 

 $107.6 million proposed to support trial court operations; 

 $43.6 million in court facility projects and suspension of $2 billion investment to court construction 

as part of the state’s Five Year Infrastructure Plan; 

 $10.3 million in three specific information technology initiatives; 

 $8.1 million in 2020-21 and $15.5 million ongoing for the Court Navigator Program; 

 $6.9 million in 2020-21 and $11.3 million in 2021-22 to digitize court records in 15 appellate and 

trial courts; 

 $1.2 million to support increased costs for the appellate projects that support the Court-

Appointed Counsel Program; and 

 $1 million to support the statewide external audit program. 
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Other Adjustments 

Ability-to-Pay Pilot Program / Fines and Fees Backfill. The Governor’s proposal to expand 

statewide an existing pilot program that offers online application for a reduction in fines and fees 

associated with infractions remains part of the state’s spending plan. Eligible participants can qualify 

for payment plans or substantial reductions in the amounts owed.  

Additionally, the Administration also is providing the judicial branch with additional revenue backfill to 

account for losses in declining fine and fee revenue, as detailed below: 

Fiscal 

Year 

January budget 

backfill estimate 

May Revision 

Augmentation 
Total 

2019-20 $41.8 million $90.9 million $132.7 million 

2020-21 $35.2 million $147.6 million $182.8 million 

TOTAL   $315.5 million 

 

Trial Court Employee Benefits. The May Revision includes an ongoing appropriation of to cover trial 

court employee benefit and retirement costs, which reflects a downward adjustment of $5.1 million 

due to updated cost estimates. 

Language Access. Reflecting an increase of $1 million due to updated costs, the May Revision 

includes $9.9 million in 2020-21 and $9.6 million ongoing for court interpreters, including purchase of 

equipment for the recently established Video Remote Interpreting Program.  

Homelessness and Housing  

Given the pandemic induced recession, the May Revision lays out a different strategy for investing in 

programs to combat homelessness which remains a top priority for Governor Newsom. The Governor 

notes that while the May Revision does not provide $750 million in General Fund revenues to establish 

the California Access to Housing Fund as included in his January budget proposal, it proposes to use 

$750 million in federal funding to make further investments into Project Roomkey, a multi-agency 

state effort to provide safe isolation motel rooms for vulnerable individuals experiencing 

homelessness. This is in addition to the $100 million the state has allocated to local governments and 

Continuums of Care (CoCs) to help reduce the spread of COVID-19 among homeless individuals and 

$50 million to secure hotel and motel rooms for homeless populations most at-risk.  

During the ongoing COVID-19 pandemic, the Governor took steps to pause evictions and compel 

financial institutions to halt foreclosure proceedings. To continue to assist renters and homeowners, 

the May Revision proposes to use $331 million from the National Mortgage Settlement fund for 

housing counseling, mortgage assistance, and renter legal aid services.   

The May Revision maintains the January budget’s commitment to $500 million in low-income housing 

tax credits, investing $1.1 billion in federal Community Development Block grant funds for critical 
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infrastructure and disaster relief related to the 2017 and 2018 wildfires, and $532 million in federal 

assistance for housing and homeless programs from the CARES Act.  

At the same time, the May Revision proposes to reverse the following funds that have not been 

allocated or dedicated to specific projects: 

 $250 million in mixed-income development funds over the next three years. 

 $200 million in infill infrastructure grants. 

 $115 million in other housing program funds. 

The May Revision lays out the Governor’s commitment to continue to identify and implement process 

improvements to streamline housing programs and increase housing production. Along these lines, 

the May Revision proposes to take the following non-fiscal actions: 

 Stabilizing existing deed-restricted affordable housing and guarding against private sector 

actors buying up distressed assets. 

 Seeking strategies to stabilize tenants in existing units.  

 Significantly streamlining, upzoning, and producing new housing units, especially on excess 

and surplus lands, in transit-oriented infill areas and on public land. 

 Building a workforce development strategy to support a skilled and trained housing workforce 

pipeline with high-road wage rates.  

 Promoting innovative alternative construction methods. 

Transportation 

Like other revenue sources, the gasoline excise and other transportation taxes have taken a hit during 

the COVID-19 pandemic. The May Revision reports that gas tax receipts will be reduced by $1.8 billion 

in total over the next five years (budget year through 2024-25). The Department of Finance reports the 

following more specific revenue and program impacts, over the January Budget.  

 Gasoline excise taxes are projected to generate $1.108 billion less during the remainder of the 

current year and 2020-21 and that is for all three increments of gas tax including the base 18-

cents, the 17.3-cent sales tax replacement increment, and the 12-cent SB 1 increment. 

 Transportation Improvement Fee (TIF) levied by SB 1 is projected to increase over January 

estimates by $275 million.   

 In terms of programmatic impacts, the State Highway Operations and Protection Program (SHOPP) 

will see a reduction of $556 million, cities and counties will lose $282 million in local streets and 

roads revenues, and the State Transportation Improvement Program (STIP) which funds state 

highway improvements, intercity rail, and regional highway and transit improvements will see a 

reduction of $91 million over the current and 2020-21 fiscal years. 
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2019-20 2020-21 

  

Funding Source 
January 

Budget 

May 

Revision 
Difference 

January 

Budget 

May 

Revision 
Difference 

TOTAL TWO 

YEAR 

IMPACTS 

Gasoline Excise  $7,169   $6,604   $   565   $7,533   $6,990   $   543   $  1,108  

Diesel Excise  $1,209   $1,197   $ 12   $1,261   $1,134   $   127   $ 139  

Weight Fees  $1,226   $1,165   $ 61   $1,270   $1,139   $   131   $ 192  

Diesel Sales   $ 916   $   943   $ (27)  $   964   $   578   $   386   $ 359  

Transportation 

Improvement Fee (TIF) 

 $ 1,535   $1,725   $  (190)  $1,642   $1,727   $ (85)  $  (275) 

Road Improvement 

Fee 

 $  -     $ 1   $ (1)  $ 11   $ 10   $   1   $ -    

 

  2019-20 2020-21   

Program Impacts Difference Difference 
TOTAL TWO 

YEAR IMPACTS 

SHOPP/Highway System $ 199 $ 357 $ 556 

Local Streets and Roads $ 116 $ 166 $ 282 

STIP $ 63 $ 28 $ 91 

Trade Corridors $   4 $ 35 $ 39 

Other State PTA Activities $ (7) $ 103 $ 96 

Intercity Rail $  - $ (2) $ (2) 

GF Debt Service Offset $ 61 $ 131 $ 192 

OHV Programs $   9 $ 14 $ 23 

Aeronautics $  - $  - $  - 

The May Revision reports that even with the revisions to transportation revenue projections, Caltrans 

will accelerate projects to achieve cost savings, supporting the creation of new jobs in the 

transportation sector and improving roads. The May Revision maintains current planning and 

engineering staffing levels to continue developing and designing previously programmed projects 

and will help the state prepare should stimulus funding become available. 

On a call with the California State Transportation Agency after the release of the May Revision, agency 

staff reported that the May Revision does assume $162 million from non-Article XIX protected 

transportation funds. Specifically, there is $130 million in cumulative interest earnings from the past 

five years in the State Highway Account and $32 million in unencumbered funds from the Traffic 

Congestion Relief Fund that will assist in closing the budget deficit.  

Environmental Protection 

The May Revision maintains the Governor’s January proposal for the expenditure of $965 million in 

Cap and Trade revenues with the caveat that the uncertain economic conditions could lead to lower 

auction proceeds and have implications for the overall expenditure plan. As such, the May Revision 
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proposed to prioritize initial Cap and Trade funding for the following programs, prior to funding other 

Cap and Trade investments: 

 Air Quality and Disadvantaged Communities – including AB 617 Community Air Protection 

Program and agricultural diesel emission reduction. 

 Forest Health and Fire Prevention – including AB 38 (Chapter No. 391, Statutes of 2019) 

implementation. 

 Safe and Affordable Drinking Water.  

The Governor has withdrawn his January proposal to create a Climate Catalyst Fund as well as his 

proposed $4.75 billion Climate Resiliency Bond due to concerns over the cost of bond debt service.  

Natural Resources 

Department of Water Resources 

The May Revision shifted funding sources for the following proposals included in the January budget: 

 $40 million for Sustainable Ground Water Management Act Implementation, but proposes $26 

million from Prop 68 bond funding to continue to support local agencies offset the costs of 

implementation projects. 

 $35 million General Fund for the Tijuana River project although the May Revision notes alternative 

funding sources are possible.   

The Governor’s May Revision retains three investments from his January budget proposal: 

 $46 million one-time General Fund investment for the American River Common Features Flood 

Control Project which will leverage $1.5 billion in federal funding.  

 $18 million in one-time General Fund investment and $10 million from Prop 68 bond funds for the 

New River Improvement Project.  

 $19.3 million from Prop 68 bond funds for the Salton Sea Management Plan.  

State Parks 

The May Revision proposes General Fund cost savings by proposing the following fund shifts: 

 $95 million from the General Fund to a revenue bond for the Indian Heritage Center. 

 $45 million from the General Fund to Prop 68 bond funds for deferred maintenance projects in the 

state parks system. 

The May Revision withdrew the following January budget proposal: 

 $20 million for Outdoor Equity Grant Program.  
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To enhance the state parks system, the May Revision maintains the following January budget 

investments: 

 $5 million General Fund revised from $20 million in January to establish a new state park. 

 $4.6 million from various bond funds to acquire lands to expand parks. 

 $6.1 million in Prop 68 bond funds to improve facilities in urban areas. 

 $8.8 million in Prop 68 bond funds to enhance access programing for physical access to parks, 

cultural inclusivity, and interpretive exhibits.  

Department of Fish and Wildlife 

Despite budget constraints, the May Revision maintains funding for the following purposes: 

 $4 million General Fund for the Cutting Green Tape program to increase the scale and pace of 

restoration work and efficiencies in grant programs.  

 $2.2 million General Fund for land management to improve wildlife areas and ecological preserves.  

The May Revision proposes to withdraw a $13.8 million General Fund proposal for advancing 

biodiversity protection due to budget constraints and will have to cut $33.7 million from the Habitat 

Conversation Fund should additional federal resources not materialize. The Governor also withdrew 

the following January proposals: 

 $80 million General Fund for Light Detection and Ranging Technology.  

 $3.5 million General Fund for California Conservation Corps Residential Centers.  

Workforce and Economic Recovery 

The May Revision document includes several proposals aimed at spurring economic recovery, 

including: 

 Minimum Franchise Tax. Waive the $800 minimum franchise tax for the first year of business 

creation. 

 Small Business Loan Guarantees. The May Revision proposes to increase funding for this 

program by $50 million for a total increase of $100 million to fill gaps in available federal 

assistance and grow California’s program. This increase will be leveraged to access existing private 

lending capacity and philanthropic funding to increase the funds available to provide necessary 

capital to restart California small businesses. 

 Small Business and Economic Development. The May Revision maintains the Governor’s Budget 

investment of $758,000 ongoing General Fund for four positions to bring business and economic 

development to Inland and Northern California. 
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The May Revision maintains the Governor’s January budget proposal to enforce compliance with AB 5 

(Chapter 296, Statutes of 2019), including $17.5 million for the Department of Industrial Relations, $3.4 

million for the Employment Development Department, and $780,000 for the Department of Justice. 

K-12 School Impacts 

The May Revision estimates that the Proposition 98 guarantee will decline by $19 billion from the 

Governor's Budget. This decline in funding is approximately 23 percent of the 2019 Budget Act 

Proposition 98 funding level. Additionally, declining average daily attendance and declining per capita 

income numbers cause the guarantee to stay at a depressed level for the entire forecast period. To 

mitigate the impacts of the state's revenue decline impacts on funding for K-14 schools immediately, 

the May Revision proposes the following:  

 Temporary Revenue Increases. The May Revision proposes the temporary three-year suspension 

of net operating losses and limitation on business incentive tax credits to offset no more than $5 

million of tax liability per year. These measures along with other more minor tax changes will 

generate $4.5 billion in General Fund revenues and approximately $1.8 billion in benefit to the 

Proposition 98 Guarantee.  

 Federal Funds. The May Revision proposes a one-time investment of $4.4 billion ($4 billion federal 

Coronavirus Relief Fund and $355 million federal Governor’s Emergency Education Relief Fund) to 

local educational agencies to address learning loss related to COVID-19 school closures, especially 

for students most heavily impacted by those closures, including supporting an earlier start date for 

the next school year.  

 Revising CalPERS/CalSTRS Contributions. The 2019 Budget Act included $850 million to buy 

down local educational agency employer contribution rates for CalSTRS and CalPERS in 2019-20 

and 2020-21, as well as $2.3 billion towards the employer long-term unfunded liability. To provide 

local educational agencies with increased fiscal relief, the May Revision proposes redirecting the 

$2.3 billion paid to CalSTRS and CalPERS towards long-term unfunded liabilities to further reduce 

employer contribution rates in 2020-21 and 2021-22. This reallocation will reduce the CalSTRS 

employer rate from 18.41 percent to approximately 16.15 percent in 2020-21 and from 18.2 

percent to 16.02 percent in 2021-22. The CalPERS Schools Pool employer contribution rate will be 

reduced from 22.67 percent to 20.7 percent in 2020-21 and from 25 percent to 22.84 percent in 

2021-22.  

To accelerate the recovery from this funding reduction, the May Revision proposes to provide 

supplemental appropriations above the constitutionally required Proposition 98 funding level, 

beginning in 2021-22, and in each of the next several fiscal years, in an amount equal to 1.5 percent of 

General Fund revenues per year, up to a cumulative total of $13 billion. This will accelerate growth in 

the guarantee, which the Administration proposes to increase as a share of the General Fund. 

Currently, Proposition 98 guarantees that K-14 schools receive approximately 38 percent of the 
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General Fund in Test 1 years. The May Revision proposes to increase this share of funding to 40 

percent by 2023-24.  

The May Revision also reflects the withdrawal of all of the funding in the Public School System 

Stabilization Account, which was projected at the Governor's Budget to be approximately $524 million 

in 2019-20. The May Revision projects that no additional deposits will be required and the entire 

amount is available to offset the decline in the Guarantee. 

Higher Education 

The May Revision maintains the state’s investment in two years of free community college while 

providing students with continued access to major financial aid programs, including the California 

College Promise fee waiver, CalGrant awards, the students with dependent children CalGrant 

supplement, and the Middle Class Scholarship. 

The Administration anticipates that the higher education entities adapt to expanding enrollment while 

facing limited resources, requiring additional investment in technology that allows for broadly 

available online educational opportunities. Further, the Administration commits to seeking statutory 

changes that enable the UC, CSU, and community colleges to use restricted fund balances, except 

lottery balances, to address COVID-19 related impacts and the loss of revenue from university 

enterprise functions. In addition, the Administration expects that this authority would come with a 

requirement to mitigate impacts to programs and services that predominantly support 

underrepresented student access to, and success at, a college or university, and to expand the number 

of students served in online courses and programs. The Administration will pursue statutory changes 

authorizing the UC to temporarily use the savings from the refinancing of specified debt to address 

COVID-19 related impacts that the loss of revenue from university enterprise functions. 

University of California (UC). UC is proposed to continue to receive Proposition 56 Graduate 

Medical Education Program funds at $40 million, $11.3 million ongoing General Fund to support the 

UC Riverside School of Medicine, $1.3 million ongoing General Fund to support the UC San Francisco 

School of Medicine Fresno Branch Campus in partnership with UC Merced, and a $5 million one-time 

General Fund for an animal shelter grant demonstration project. January budget proposals that are 

withdrawn include the 5 percent UC base increase ($169.2 million), 5 percent increase to the UC 

Division of Agriculture and Natural Resources base increase ($3.6 million), $3 million ongoing General 

Fund to establish the Center for Public Preparedness Multi-Campus Research Initiative, $4 million one-

time General Fund to support degree and certificate completion programs at UC extension centers, 

and $1.3 million one-time General Fund to support a UC Subject Matter Project in computer science. 

California State University (CSU). CSU proposals that are withdrawn include $199 million ongoing 

General Fund to support a 5 percent increase in base resources and $6 million one-time General Fund 

to support degree and certificate completion programs. 
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California Community Colleges. The May Revision proposes a number of items to provide additional 

flexibilities to community colleges, while maintaining support for two years of free community college, 

for the Student Success Completion Grants, sustains several categorical programs at current funding 

levels, as well as other adjustments, including withdrawing a proposal for state funding of a working 

group and report required by SB 206 (2019), the bill that authorizes collegiate student athlete 

representation and compensation.  

California State Library 

The Administration proposes withdrawal of additional expenditures at the California State Library: $1 

million to support Lunch at the Library program; $1 million to support the Online Services (Zip Books) 

program; and $132,000 to support a Director of Legislative Affairs position at the State Library. 

Fresno Drive 

The May Revision maintains $2 million one-time General Fund to support the Fresno Developing the 

Region’s Inclusive and Vibrant Economy (DRIVE) initiative’s Fresno-Merced Food Innovation Corridor 

concept but proposes to reduce the remaining funding for this project by $31 million. Additionally, the 

Administration proposes reducing by $17 million in one-time General Fund in support to a plan to 

design educational pathways to improve social and economic mobility in the greater Fresno region.  

Statewide Issues 

In an effort to improve government efficiencies, the Administration is proposing to examine workforce 

classifications and/or positions that can telework without disruption to serving the public and deliver 

more services online, including a more user-friendly CA.gov website. These actions are anticipated to 

allow the state to increase its remote workforce and evaluate the state’s real estate portfolio to 

determine which agencies and departments can reduce leased space. 

In addition, the Administration is proposing a 5 percent reduction to nearly all state department 

budgets beginning in 2021-22, including reducing travel, improving state processes, reevaluating the 

state fleet and vehicle home storage permits, and seeking efficiency in technology contracts. 

Fairgrounds 

The network of California Fairs, consisting of 77 fairgrounds throughout California, have historically 

supported their own operations through revenue-generating activities with limited state support. 

Since fairs are cancelling revenue-generating activities and are projected to lose approximately $98 

million in revenue between March and June of 2020, and revenue loss is expected to continue, the 

May Revision includes $40.3 million General Fund in 2019-20 to support fairs that have insufficient 

revenues to pay legally mandated costs that may be incurred during the state civil service layoff 

process, including staff salary, payout of leave balances, and unemployment insurance. The 

Administration commits to working with fairs, local governments, and partners toward alternative 

options due to the lack of General Fund subsidies available in the budget. 

https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201920200SB206
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Broadband Expansion 

The May Revision includes $2.8 million and 3 positions to enhance the California Public Utility 

Commission’s (CPUC) broadband mapping activities and proposes statute intended to increase the 

ability of the state to compete for federal funding to improve access to broadband internet in 

California. 

California Consumer Financial Protection 

The May Revision sustains the Governor’s Budget proposal for $10.2 million to revamp the 

Department of Business Oversight (DBO) as the Department of Financial Protection and Innovation 

and to empower the Department to provide consumers greater protection from predatory practices 

while facilitating innovation and ensuring a level playing field for all companies operating responsibly 

in California. The May Revision proposal includes budget bill language that is contingent upon 

passage of an accompanying statutory proposal, intended to give the Legislature more time to 

evaluate the proposal. 

Cannabis 

The May Revision proposes a delay in consolidation of cannabis regulatory functions into a single 

Department of Cannabis Control to 2021-22 and, as a result, includes funding proposals for each of 

the licensing entities to address expiring limited-term funding and positions. 

The May Revision estimates $296.9 million in Cannabis Tax Fund revenues available for allocation and 

structures the proposed allocation in the same manner as that of 2019-20: 

 Youth education, prevention, and early intervention and treatment and school retention – 60 

percent ($178.1 million). 

 Environmental protection – 20 percent ($59.4 million). 

 Public safety-related activities – 20 percent ($59.4 million). 

While the Administration had proposed simplifying tax administration for cannabis by changing the 

point of collection, the May Revision defers that plan until next year’s budget. 

Elections 

The CARES Act included $400 million in new Help America Vote Act (HAVA) funds, made available to 

states to prevent, prepare for, and respond to the COVID-19 pandemic for the 2020 federal election 

cycle. California has received $36.3 million, which is available for expenditure through December 31, 

2020. Among other things, the funding can be sued 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. 

As we’ve previously reported, the Governor’s Executive Order N-64-20 requires each county elections 

official to send vote-by-mail ballots for the November 3, 2020 General Election to all registered voters. 

https://www.gov.ca.gov/wp-content/uploads/2020/05/05.08.2020-EO-N-64-20-text.pdf
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The Administration will continue to work on how this will be implemented and how the federal funds 

will be expended. 

California Arts Council 

The May Revision withdraws a one-time increase of $10.5 million. 

Capitol Annex Project 

The May Revision proposes a transfer of $754.2 million from the State Project Infrastructure Fund to 

the General Fund, previously earmarked for the design and construction of a series of projects 

necessary for the renovation or reconstruction of the Capitol Annex. Funding remains available for 

pre-construction activities for the projects and the costs associated with design and construction 

phases will be shifted to lease-revenue bond financing. 

What’s Next? 

The release of the May Revision starts the horserace toward the eventual adoption of a state budget 

by the constitutional deadline of June 15. Look for a truncated schedule of hearings starting next week 

in the Legislature to accommodate the new social distancing requirements, but an abundance of 

behind-the-scenes work between Administration staff, legislative leadership and budget staff, and the 

third house. In the meantime, please do not hesitate to contact us with your questions. 

Questions? 

Should you have questions on any aspect of the May Revision or budget process in general, please do 

not hesitate to reach out to any of us. Thank you! 

JEAN HURST 

916-272-0010 | jkh@hbeadvocacy.com  

KELLY BROOKS 

916-272-0011 | kbl@hbeadvocacy.com  

ELIZABETH ESPINOSA 

916-272-0012 | ehe@hbeadvocacy.com  
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