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To the members of the Senate and the Assembly of the California Legislature:

| am proud to advance a Budget that will support and expedite our recovery from the health and economic

crisis caused by COVID-19 so our state comes back stronger than before.

While the novel coronavirus presented us with new challenges, our North Star has remained the same:
inclusion, economic growth and a brighter future for all. Our response to COVID-19, and in turn this Budget,
advances investments that help improve access to healthcare, quality education, childcare and economic
security through this pandemic and beyond. This Budget leverages California’s many strengths, among them
our people, our innovation and our diversity. It remains anchored in the principles of equity, opportunity and

responsible governing that have undergirded our previous budgets.

Our shared prudent fiscal management provided the necessary foundation for our efforts to rise to the
ongoing challenge of COVID-19. We are working with $34 billion in budget resiliency—budgetary reserves and
surplus—that will support our progress toward an equitable and broad-based recovery. Thanks to tough
decisions in the past and present, we are better prepared to weather the storm and help struggling

Californians where they need it most.

It is undeniable that the pandemic has laid bare, and indeed deepened, inequalities that threaten the
California Dream. We have worked together to tackle these inequalities over the last two years—in
healthcare, housing, education, the economy and more—and we must do so with even greater urgency to

tfruly recover from COVID-19.

Always with an eye to the future, the Budget includes a total $14 billion investment in our economic
recovery—including early action beginning this month—to provide immediate relief for working families and
smalll businesses most affected by the pandemic. It advances four priorities for immediate action: the Golden
State Stimulus to put money into Californians’ pockets, doubling down on our support to small business, an
extension of the eviction protections that we worked in partnership to enact and supporting California schools
in bringing students back safely for in-person instruction. Our investments in schools also focus on increasing
educational opportunities for California’s diverse youth and providing them with opportunities for extended

learning time.




We are also proposing a California Jobs Initiative, investments in workforce development, housing
infrastructure, and state deferred maintenance to accelerate job creation. The Budget also continues to build
on our State’s leadership in fackling climate change, including support for California’s agricultural industry to

advance the state’s climate resilience objectives and our zero-emission vehicle goal by 2035.

The Budget also focuses on expanding opportunity with investments for Californians from early childhood to
college—including expanded investments in fransitional kindergarten programs to more funding for the

University of California, California State University and community colleges.

The Budget also builds on our work to tackle the homelessness crisis and build more affordable housing. It

advances investments in preventing and fighting wildfires.

Taken together, these proposals help us tackle the challenges we faced as a state before, during and through
the pandemic. The Budget makes progress towards the goal we set when we took office to put the California

Dream within reach of more Californians.

Thank you once again for your partnership throughout these times of unprecedented challenge for our state. |
look forward to continuing to work fogether on these critical issues for all Californians and enact a 2021-22

Budget that gets us closer to California for All.

With respect,

/s/ Gavin Newsom

Gavin Newsom

STATE CAPITOL « SACRAMENTO, CALIFORNIA 95814 » (916) 445-2841
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INTRODUCTION

INTRODUCTION

s California enters 2021, the state's health and economy are threatened by the

highest infection rate of the COVID-19 Pandemic. However, with increasing
distribution of vaccines, California is poised to begin an equitable and broad-based
recovery. The state has benefited from years of fiscal prudence—enabling investments
to position the state for this recovery. The Governor's Budget includes a $14 billion
investment—including early action beginning this month—to provide immediate relief
for individuals and small businesses disproportionately impacted by the pandemic, the
safe reopening of schools and for extended learning time, and investment in strategies
for creating quality jobs.

The Budget also continues the Governor's sustained focus on expanding opportunity
with investments for Californians from early childhood to college—including expanded
transitional kindergarten programs and more funding for the University of California,
California State University and California Community Colleges.

The Budget makes new proposals to address the affordability of health care and
housing, and supports the increase in the state's minimum wage to $14 per hour. The
Budget includes significant new strategies to reduce the impacts of climate change,
with focused investments to support the state's zero-emission vehicle goals and an
additional $1 billion to address a comprehensive wildfire and forest resilience strategy.

Finally, the Budget promotes effective government with additional investments to
improve the state's ability o respond rapidly to emergencies and continues the critical
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INTRODUCTION

work to improve government efficiency and bring government services into the digital
age.

The Budget continues to reflect the principle that maintaining a balanced budget and
strong budget resiliency is a necessary predicate for expanding programs, especially
given the increased uncertainty caused by the COVID-19 Pandemic.

OVERALL BUDGET STRUCTURE

The state entered the COVID-19 Recession on a strong fiscal foundation after years
of building reserves, paying down debt, and a focus on maintaining structurally
balanced budgets over the long term. This enabled the state to protect programs
during the Recession while responding immediately to combat the pandemic.

The Budget reflects $34 billion in budget resiliency—budgetary reserves and
discretionary surplus—that will advance progress toward a broad-based and equitable
recovery. Of this amount, the reserves include: $15.6 billion in the Proposition 2 Budget
Stabilization Account (Rainy Day Fund) for fiscal emergencies; $450 million in the Safety
Net Reserve; $3 billion in the Public School System Stabilization Account; and an
estimated $2.9 billion in the state’s operating reserve.

The Budget confinues progress in paying down the state's retirement liabilities and
reflects $3 billion in additional payments required by Proposition 2 in 2021-22 and nearly
$6.5 billion over the next three years. In addition, the improved revenue picture allows
the state to delay $2 billion in scheduled program suspensions for one year.

Since the 2020 Budget Act, the economic outlook and revenue forecast have
improved. However, risks to the forecast remain higher than usual, and economic
inequality has intensified since the pandemic began. In December, over 4 million
Californians were still receiving some form of unemployment benefits, and only about
half of the jobs lost from the start of the pandemic had been recovered. The Budget
forecast was finalized before the provision of critical federal relief in the Coronavirus
Response and Relief Supplemental Appropriations Act, and the forecast will be
updated in May to reflect the positive impacts of this Act. Further federal relief is critical
to help people and businesses struggling to survive and recover from the pandemic.

Budget resiliency will be critical to protect programs in the future, as expenditures
are projected to grow faster than revenues, with a structural deficit of
$7.6 billion projected for 2022-23 that is forecast to grow to over $11 billion by 2024-25.
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INTRODUCTION

This will also constrain the state's ability to undertake expanded ongoing
commitments.

Finally, initial estimates project that Proposition 4, the State Appropriations Limit or "Gann
Limit," will be exceeded for just the second time since its passage in 1979. The limit is
currently projected to be exceeded by $102 million. Any funds above this limit are
constitutionally required to be allocated evenly between schools and a tax refund. An
updated calculation of this limit will be included in the May Revision.

Budget Projects Surplus, But Future Shortfalls Projected V/
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"Budget shortfalls or surplus, measured by the annual Governor's Budget.

IMMEDIATE ACTIONS

In December, the state approved two vaccines for distribution and is expediting their
equitable distribution. As the state continues to respond to the COVID-19 Pandemic,
the Budget supports expanding hospital capacity, testing, contact tracing, and
securing needed personal protective equipment. The state also continues efforts to
support the health care workforce and vulnerable populations, including individuals
experiencing homelessness, farmworkers, and seniors.
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INTRODUCTION

IMMEDIATE RELIEF TO INDIVIDUALS AND SMALL BUSINESSES

In recognition of the disproportionate impact the COVID-19 Pandemic has had on
low-income Californians and small businesses, the Budget proposes $3 billion of
pandemic relief forimmediate action in January. This package includes:

* $2.4 billion for the Golden State Stimulus—a $600 state payment to low-income
workers who were eligible to receive the earned income tax credit in 2019.

* An additional $575 million for grants to small businesses and small non-profit cultural
institutions disproportionately impacted by the pandemic, bringing total relief this
year for small businesses to over $1 billion.

* Immediate and targeted fee relief for impacted industries, including restaurants and
personal services.

The federal COVID-19 relief bill approved in late December extends

unemployment benefits by 11 weeks and adds $300 to weekly payments, provides
one-time $600 payments to individuals, and includes support for small business, local
transit, and schools. (The Potential Estimates for California: Coronavirus Response and
Relief Supplemental Appropriations Act figure summarizes the major provisions of the
federal COVID-19 relief bill.) This relief package will provide needed support in the first
few months of 2021 to households hardest hit by the pandemic. However, more federal
relief is needed, as the economic impacts of the pandemic are projected to extend
beyond the first quarter of 2021.

SAFE REOPENING OF SCHOOLS AND ADDRESSING PANDEMIC IMPACTS ON STUDENTS

The vast majority of California's K-12 and higher education students have shifted to
distance learning since March 2020. While school districts and teachers have done @
tremendous amount to improve the quality of education from the first emergency
programs, continued distance learning poses challenges to student achievement and
well-being—especially for the youngest students and those in special education.

The Budget proposes immediate action in January to provide $2 billion for the safe
reopening of schools beginning in February, with a priority for returning the youngest
children (transitional kindergarten through 2nd grade) and those with the greatest
needs first, then returning other grade levels to in-person instruction through the spring.
These payments to school districts will be structured to extend only to those districts that
are already open or make plans to return students to campus for safe in-person
instruction. This will accompany guidance from the California Department of Public
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Coronavirus Response and Relief Supplemental Appropriations Act

(Dollars in Billions)

Available

Cost Areas

Nationwide

California
Estimate

Unemployment Insurance Benefits $120.0 $20.0
Economic Impact Payments ($600 per person) $166.0 $18.3
Food Assistance $13.0 $1.3
Rental and Utility Assistance $25.0 $2.6
Funeral/Burial Assistance $2.4 $0.2

Testing and Contact Tracing $19.5 $1.8
Testing in Rural and Underserved Communities $2.8 TBD
Vaccine Development $19.7 -
Vaccine Manufacturing and Distribution $8.8 $0.4
Strategic National Stockpile (PPE) $3.3 -
HealtMental Heath —— ss  so1
Provider Relief $3.0 $0.2
Increase Medicare Provider Payments $3.0 TBD
Mental Health and Substance Use Disorders $4.3 $0.5

Small Business Support/Paycheck Protection

(excluding airlines) o 2
Live Venues $15.0 TBD
Child Care/Head Start $10.3 $1.0
Agriculture (Farmers, Ranchers) $13.0 $0.6
Loans to Underserved Communities $15.0 TBD
Airlines (Paycheck Protection) and Airport Improvements $18.0 $0.4
Transit/Bus/Amtrak $17.0 $2.0
State Highways $9.8 $0.9
Educaton st swo1
Primary and Secondary $54.3 $6.8
Governor's Emergency Education Relief (GEER) Funds $1.3 $0.2
GEER - Private Schools $2.8 $0.2
Higher Education $22.7 $2.9

Totals

$887.0

$105.5

Health on safety measures, including testing schedules for students, teachers and staff,
as well as a revised framework for state technical assistance, transparency and

enforcement.

The Budget also includes $4.6 billion Proposition 8 General Fund for extending learning
time, including summer school programs and other strategies to address the
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pandemic's impacts on student learning. To provide fime to plan for these interventions,
the Budget proposes early action by the Legislature this spring to approve these funds.

EDUCATION, JOBS AND ECONOMIC RECOVERY

The K-12 and higher education systems are critical to positioning the state for sustained
recovery and growth, and the Budget prioritizes funding for these systems. To
accelerate job creation and an equitable recovery, the Budget includes targeted
short-term business incentives, including micro-grants for entrepreneurship in
underserved communities.

K-14 EDUCATION

Under Proposition 98, the Budget's improved revenue estimate results in not only
significantly more funding for schools, but also the highest funding level ever at

$85.8 billion. The 2020 Budget Act included a supplemental payment in addition to the
Guarantee because of a projected anomaly in the school funding formula. Even
though this anomaly no longer exists, the Budget continues to commit $2.3 billion
General Fund one-time in recognition of the additional costs schools face as they
respond to the pandemic.

The Budget directs a significant portion of additional funding to paying down nearly
two-thirds of the deferrals implemented last year and provides a 3.84-percent
cost-of-living adjustment to the Local Control Funding Formula. The significant growth in
capital gains and overall General Fund revenue growth also triggers deposits of roughly
$3 billion into the Public School System Stabilization Account, resulting in a statutory cap
of 10 percent on local school district reserves in 2022-23.

ADDRESSING STUDENT MENTAL HEALTH

The Budget recognizes the toll the COVID-19 Pandemic has taken on mental
health—especially students'—and proposes $400 million in one-time funding to
implement an incentive plan through Medi-Cal managed care plans, in partnership
with county behavioral health departments, to increase the number of students
receiving preventative and early intervention behavioral health services by schools.

The Budget also includes $265 million one-time Proposition 98 General Fund to develop
a range of community school models that holistically address the needs of children,
$50 million one-time Proposition 98 General Fund to create statewide resources and
provide professional development on social emotional learning and tfrauma-informed
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Proposition 98 Funding
2011-12 to 2021-22
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practices, and $25 million one-time Mental Health Services Fund to fund partnership
grants between county behavioral health departments and school districts.

EARLY EDUCATION AND CHILD CARE

Since 2019, the state has invested approximately $400 million ongoing to expand early
education and child care. The COVID-19 Pandemic has disrupted the child care system
and federal funding has been critical to reducing long-term losses in this system. The
Budget focuses on avoiding further loss in this system and builds on the
recommendations made in the Master Plan for Early Learning and Care. It expands
high-quality transitional kindergarten programs for all four-year-olds by allocating

$250 million one-time Proposition 98 General Fund in incentive funds for districts

that expand these programs. The Budget also includes $200 million one-time General
Fund for tfransitional kindergarten and kindergarten facilities and $50 million one-time
Proposition 98 General Fund for professional development focused on preparing
teachers for early childhood programs.

The Administration has already begun the collective bargaining process with
representatives of child care providers to negotiate a memorandum of understanding
that governs the payments made to these providers. The Budget also reflects $44 million
ongoing Cannabis Funds for 4,500 more child care vouchers, including $21.5 million in
2020-21.

GOVERNOR'S BUDGET SUMMARY — 2021-22 7
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HIGHER EDUCATION AND WORKFORCE

California’s higher education system continues to be exceptional, and more must be
done to provide opportunities for underrepresented student groups and to reverse the
significant pandemic-related decline in enroliment experienced in the community
college system.

The Budget proposes early action for community college funding to provide
emergency financial assistance and to re-engage students who have left higher
education during the pandemic. The Budget also includes additional student supports
for all three of the state's higher education systems for the coming year.

The Budget proposes a total of $786 million General Fund for the University of California
and the California State University with an expectation that they focus on measurable
goals to address equity gaps, further maintain online educational opportunities, and
expand dual admissions and other innovative strategies that reduce time to degree
completion. The Budget also assumes resident tuition and fees remain flat in 2021-22.

The pandemic will likely have a permanent impact on the types of available jobs

and the skills needed by employers. Workforce retraining, especially for those now
unemployed, is a high priority in the Budget, which proposes for early action $25 million
one-tfime General Fund to immediately expand existing High Roads Training Program
apprenticeship programs that will result in thousands of new jobs and training for new
careers. The Budget also includes additional funding for the California Apprenticeship
Initiative work-based learning opportunities through the community colleges.

The Budget proposes $250 million one-time General Fund to support workforce
development and better linkages between higher education and gainful employment.
This will focus on communities that have been systematically excluded from
opportunities to build skills and create wealth.

ACCELERATING ECONOMIC RECOVERY AND JOB CREATION

Advancing an equitable and broad-based recovery is a focus of the Budget as
unemployment levels remain high and economic inequality has been exacerbated by
the pandemic. This effort builds on actions taken in 2020 to support small businesses,
including the elimination of the first year of the minimum franchise tax, expansion of
small business loan guarantees, and creation of a new Main Street hiring tax credit. The
Budget includes the following to accelerate economic recovery and job creation:
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* $777.5 million for a California Jobs Initiative to provide incentives targeted at
accelerating investment and job creation;

* $353 million for workforce development;

e $1.5 billion for the infrastructure and incentives to implement the state's
zero-emission vehicle goals;

e $500 million for infill infrastructure to accelerate housing development;

* $385 million for targeted investments to build a more sustainable agricultural
industry; and

e $300 million for deferred maintenance and greening of state infrastructure.

The Budget proposes early action on a portion of these incentives in the spring to
accelerate recovery before the 2021-22 fiscal year begins in July.

The Governor's Future of Work Commission was established to develop
recommendations to California leaders to support inclusive, long-term economic
growth and prosperity for all Californians. The Commission plans to issue a report this
month that will focus on the impact of technology on the workforce, job quality, wages
and working conditions, worker safety nets, and workforce fraining.

ADDRESSING HEALTH CARE AFFORDABILITY AND AGING

The COVID-19 Pandemic has accentuated the need for health care for all. While
responding to the COVID-19 Pandemic, the state continues to work on long-term plans
to reduce the costs of health care by lowering prescription drug costs; the Budget
includes the creation of a new Office of Health Care Affordability. The Office will
increase quality and cost tfransparency, develop cost targets, and evaluate
consequences for entities that fail o meet the targets.

During the pandemic, Covered California has extended enrollment periods to
encourage individuals to enroll who may have lost their jobs and employer-based
insurance due to the pandemic. The Budget also creates the Office of Medicare
Innovation and Integration to support long-term care innovation in commercial
Medicare Advantage Plans to leverage and integrate models under Medi-Cal, such as
the Home and Community Based Services Waiver.

The Budget proposes to implement the California Advancing and Innovating Medi-Cal
(CalAIM) initiative to reduce variation and complexity in the state's Medi-Cal program,
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manage member risk and need, and improve outcomes through payment reform.
CalAIM will target and coordinate care for vulnerable populations with complex health
needs that currently drive high-costs. The effort will include housing-related services and
flexible wrap-around services so health plans may avoid costlier alternatives to
hospitalization, skilled nursing facility admission, and/or discharge delay.

The Budget recognizes the extraordinary challenges older Californians and their families
face during the COVID-19 Pandemic, and proposes a range of investments to increase
opportunities for Californians to age well over the next decade, including developing
new strategies with the federal government to leverage Medicare to provide additional
long-term services and supports.

HOUSING AND HOMELESSNESS

The state contfinues to make progress in addressing the housing availability and
affordability crisis that has been exacerbated by the COVID-19 Pandemic. In addition
fo the $500 million one-time General Fund for infill infrastructure mentioned earlier in this
Chapter, the Budget also proposes an additional $500 million in low-income housing tax
credits to support low-income housing development. The Administration is streamlining
and reorganizing state housing programs to maximize housing production, while also
continuing to support below-market rate housing.

Through Homekey—a recent effort to acquire motels for homeless housing to respond
to the COVID-19 Pandemic—the state has awarded $846 million to 51 local agencies to
secure over 6,000 units of permanent housing for individuals and families who had been
homeless. However, a comprehensive response to homelessness requires a continuum
of supports. For too long, the state and local governments have provided only
short-term mitigation strategies, and have not developed a comprehensive framework
for addressing permanent solutions. The Budget includes $1.75 billion one-time General
Fund to purchase additional motels, develop short-term community mental health
facilities, and purchase or preserve housing dedicated to seniors. The Budget also
proposes changes to the state's Medi-Cal system to better support behavioral health
and housing services that can help to prevent homelessness.

EMERGENCY RESPONSE AND PREPAREDNESS

In 2020, the state experienced catastrophic wildfires that consumed over four million
acres, far more than any previous year in the state's history. The historic emergency
response, while combatting the COVID-19 Pandemic at the same time, strained the
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state's emergency response capabilities. The Administration is developing a spring
proposal to strengthen the Governor's Office of Emergency Services' ability to respond
to emergencies and support recovery efforts, especially in vulnerable communities.

Building on significant investments in the state's firefighting capabilities, the Budget adds
$143 million General Fund to support 30 new fire crews, and also includes $48 million fo
continue phasing in Black Hawk helicopters and large air tankers.

CLIMATE CHANGE ACTION

As mentioned earlier in this Chapter, the Budget proposes a $1.5 billion comprehensive
strategy to achieve the state’s zero-emission vehicle goals by 2035 and 2045, including
securitizing up to $1 billion to accelerate the pace and scale of the infrastructure
needed to support zero-emission vehicles.

The Budget proposes an additional $1 billion to support a coordinated forest health and
fire prevention strategy that maximizes technology and science-based approaches to
protect state forestlands. The Budget proposes $323 million for early action in the spring
to start these forest health and fire prevention projects before the next fire season.

The Budget includes strategic investments for the Department of Fish and Wildlife to
enhance its ability to protect the state’s unique biodiversity in the face of climate
change, and to support California’s agriculture industry as it addresses continued
challenges while also producing nutritious food and advancing the state’s climate
resilience objectives.

ENVIRONMENTAL JUSTICE

The Budget includes $300 million one-time General Fund for toxic site cleanup and
investigations of high-priority contaminated properties in impacted communities across
the state, which will be prioritized based on public health risk criteria. Further, the
Budget creates incentives to clean up and develop these sites for future housing. The
Budget also proposes comprehensive governance and fiscal reform for the
Department of Toxic Substances Conftrol that will provide for the support needed in the
long term to address future cleanups of orphan sites and the reduction of harmful toxic
substances in the environment.

GOVERNOR'S BUDGET SUMMARY — 2021-22 11
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The Budget includes a multi-faceted approach to reducing harmful pesticides and
supports the transition of the agricultural industry to integrated pest management and
more regenerative practices.

RESULTS-ORIENTED GOVERNMENT AND DIGITAL TRANSFORMATION

The COVID-19 Pandemic has required many businesses to be flexible, creative, and
innovative. As the employer of a workforce of over 250,000, the state also responded
immediately by putting in place a statewide telework program and new ways to
conduct state business. This shift has meant the state must also evaluate its portfolio of
state leases to determine spaces that can be released and/or consolidated.

The Budget assumes a five-percent permanent reduction in state operations
expenditures, challenging departments and agencies to find more efficient means to
provide services to Californians.

The Budget also makes major investments to provide additional support to the
California Department of Technology to bolster its ability to review and improve upon
critical state information technology systems before a failure occurs. In addition, the
Office of Digital Innovation continues to lead state government in the transformation of
consumer-facing services.

PLANNING FOR THE FUTURE

There are considerable risks to the forecast, including more widespread bankruptcies
and a fall in the stock market, which could affect higher-income workers who
contribute heavily to revenues. A strong reserve has supported the state in its direct
response to the COVID-19 Pandemic and protected the state's core funding
responsibilities. Reserves will be critical to balancing the budget in future years along
with other solutions to bring spending and revenues into alignment. For now, the state
must do all that it can to avoid further hardship by continuing to fight the COVID-19
Pandemic and support the populations most impacted, while also making targeted
investments to accelerate an equitable and broad-based recovery.

While the state is currently in the midst of a second and more serious wave of the
COVID-19 Pandemic, vaccinations are arriving in the state and science and medicine
continue to make advances in treating the virus. California will overcome this challenge
as it has overcome challenges in the past. The state, its businesses and its people will
recover and will emerge stronger and more resilient. The Budget allocates funding to
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address the inequities exacerbated by the pandemic and to prepare the state for the
future.
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SUMMARY CHARTS

SUMMARY CHARTS

T his section provides various statewide budget charts and tables.
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SUMMARY CHARTS

2021-22 Governor's Budget

General Fund Budget Summary
(Dollars in Millions)

2020-21 2021-22

Prior Year Balance $5,359 $12,203
Revenues and Transfers $162,742 $158,370
Total Resources Available $168,101 $170,573
Non-Proposition 98 Expenditures $98,956 $103,681
Proposition 98 Expenditures $56,942 $60,834
Total Expenditures $155,898 $164,515
Fund Balance $12,203 $6,058
Reserve for Liquidation of Encumbrances $3,175 $3,175
Special Fund for Economic Uncertainties $9,028 $2,883
Public School System Stabilization Account $747 $2,988
Safety Net Reserve $450 $450
Budget Stabilization Account/Rainy Day Fund $12,536 $15,574

Note: Numbers may not add due to rounding.
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General Fund Expenditures by Agency
(Dollars in Millions)

Change from 2020-21

Dollar Percent

2020-21 2021-22 Change Change
Legislative, Judicial, Executive $6,135 $4,494 -$1,641 -26.7%
Business, Consumer Services & Housing 911 961 50 5.5%
Transportation 245 421 176 71.8%
Natural Resources 4,449 4,552 103 2.3%
Environmental Protection 2,480 460 -2,020 -81.5%
Health and Human Services 43,274 54,369 11,095 25.6%
Corrections and Rehabilitation 12,342 13,089 747 6.1%
K-12 Education 57,836 59,657 1,821 3.1%
Higher Education 16,861 17,873 1,012 6.0%
Labor and Workforce Development 161 684 523 324.8%
Government Operations 2,111 3,051 940 44.5%

General Government:

Non-Agency Departments 943 1,001 58 6.2%
Tax Relief/Local Government 1,182 437 -745 -63.0%
Statewide Expenditures 6,968 3,466 -3,502 -50.3%
Total $155,898 $164,515 $8,616 5.5%

Note: Numbers may not add due to rounding.

2021-22
General Fund Expenditures
(Dollars in Millions)

Higher Education
($17,873)
10.9%

K-12 Education

($59,657) Other
36.3% ($14,975)
9.1%
~— Natural Resources
($4,552)
2.8%
) Health
Corrections and _—" ($39,447)
Rehabilitation 24.0%
($13,089) '
8.0% Human Services
($14,922)
9.1%
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General Fund Revenue Sources
(Dollars in Millions)

Change from 2020-21

Dollar Percent

2020-21 2021-22 Change Change
Personal Income Tax $102,208 $107,360 $5,152 5.0%
Sales and Use Tax 26,508 25,925 -583 -2.2%
Corporation Tax 16,948 16,636 -312 -1.8%
Insurance Tax 3,253 3,319 66 2.0%
Alcoholic Beverage Taxes and Fees 385 389 4 1.0%
Cigarette Tax 55 46 -9 -16.4%
Motor Vehicle Fees 40 36 -4 -10.0%
Other 8,761 7,697 -1,064 -12.1%
Subtotal $158,158 $161,408 $3,250 2.1%
Transfer to the Budget Stabilization 4,584 3,038 7622 -166.3%

Account/Rainy Day Fund
Total $162,742 $158,370 -$4,372 -2.7%

Note: Numbers may not add due to rounding.
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2021-22
General Fund Revenues and Transfers'/
(Dollars in Millions)

Sales and Use Tax
($25,925)
16.1%

Other
($8.168)

/ 5.0%

Personal Income
Tax

—— Corporation Tax

L )

16,636
($107,360) ($1 0.3% )
66.5% ’
Insurance Tax
($3,319)
" Excludes $3,038 million transfer to the Rainy Day Fund. 2.1%
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SUMMARY CHARTS

2021-22 Total State Expenditures by Agency
(Dollars in Millions)

General Special Bond
Fund Funds Funds Totals

Legislative, Judicial, Executive $4,494 $3,759 $267 $8,520
Business, Consumer Services & Housing 961 1,183 936 3,080
Transportation 421 14,532 214 15,166
Natural Resources 4,552 2,043 813 7,408
Environmental Protection 460 3,785 17 4,262
Health and Human Services 54,369 24,840 - 79,209
Corrections and Rehabilitation 13,089 2,913 - 16,002
K-12 Education 59,657 116 1,515 61,288
Higher Education 17,873 139 625 18,637
Labor and Workforce Development 684 855 - 1,639
Government Operations 3,051 337 8 3,396
General Government:

Non-Agency Departments 1,001 1,842 2 2,845

Tax Relief/Local Government 437 3,051 - 3,488

Statewide Expenditures 3,466 -1,071 1 2,396
Total $164,515 $58,324 $4,397 $227,237
Note: Numbers may not add due to rounding.

2021-22

Total State Expenditures
(Including Selected Bond Funds)
(Dollars in Millions)

)

Human Services
($24,840)
10.9%

Corrections and
/ Rehabilitation
($16,003)
7.0%

Health
($54,369)
23.9%
K-12 Education
— ($61,288)
27.0%
Transportation _~
($15,166)
6.7%
Higher Education
Other ($18,637)
($36,934) 8.2%

16.3%
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SUMMARY CHARTS

2021-22 Revenue Sources
(Dollars in Millions)

General Special Change From
Fund Funds Total 2020-21

Personal Income Tax $107,360 $2,636 $109,996 $5,247
Sales and Use Tax 25,925 11,777 37,702 -738
Corporation Tax 16,636 - 16,636 -312
Highway Users Taxes - 8,639 8,639 616
Insurance Tax 3,319 - 3,319 66
Alcoholic Beverage Taxes and Fees 389 - 389 4
Cigarette Tax 46 1,556 1,602 -234
Motor Vehicle Fees 36 10,377 10,413 132
Other 7,697 23,140 30,837 -145

Subtotal $161,408 $58,125 $219,533 $4,636
Transfer to the Budget Stabilization 3,038 3,038 _ _

Account/Rainy Day Fund
Total $158,370 $61,163 $219,533 $4,636

Note: Numbers may not add due to rounding.

2021-22
Total Revenues and Transfers
(Dollars in Millions)

Personal Income

Tax \
($109,996)
50.1%
° Sales and Use Tax

($37,702)
17.17%
Other
($30,837)
14 05%

Highway Users Taxes

($8,639) Alcoholic Beverage
3.94% P Taxes and Fees
) ($389)
Motor Vehicle Fees Corporation Tax 0.18%

($10,413) Insurance Tax Clgarette Tax ($16‘6036)
4.74% ($3,319) ($1,602) 7.58%
1.51% 73%
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SUMMARY CHARTS

Immediate Action Package
Safely Reopen Schools and Accelerate Economic Recovery
(Dollars in Millions)

Proposal Description Funding
Reopen Schools $2,000

Provide Proposition 98 General Fund for health and safety supplies

SELAN LI SO LG e b and services to support in-person instruction for grades K-6. 2,000
Direct Support for Workers and Small Business $3,046
Low-Income Tax Refund Pro.vlde.tax refund payments of $600 to nearly 4 million low-income 2,400
Californians.
Small Business Aid Provide addltlonallfun.ds for small business grants, including small 575
non-profit cultural institutions.
Provide license and fee waivers for businesses and individuals
Fee Waivers for Heavily Impacted heavily impacted by COVID-19, including those licensed by the 71
Service Industries Board of Barbering and Cosmetology and Department of Alcoholic
Beverage Control.
Total Immediate Action Package $5,046
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SUMMARY CHARTS

Early Action Package
Address Pandemic Impacts on Students and Accelerate Economic Recovery
(Dollars in Millions)

Proposal Description Funding
Student Supports $4,677
K-12

Extended Learning Time Provide Proposition 98 General Fund to expand learning time with an 4,557

emphasis on increasing in-person instructional minutes and evidenced-based
interventions and supports to students that are either one grade-level or more
behind or credit deficient in core subject matters.

Higher Education

Emergency Financial Provide Proposition 98 General Fund for emergency financial assistance for 100
Assistance community college students.

Community College Provide Proposition 98 General Fund to support efforts to bolster community 20
Retention Rates and college student retention rates and enrollment.

Enrollment

Jobs and Workforce Training $973
Jobs and Regional Expand CalCompetes Tax credit, which includes making tax credits 340
Development— refundable.

CalCompetes

Wildfire and Forest Accelerate fire prevention projects before the 2021 fire season by increasing 323
Resilience the pace and scale of existing fire prevention efforts to reduce wildfire risk

and jumpstart economic recovery in the forest sector.

Jobs through Jump Provide Infill Infrastructure Grants to bolster housing production and support 250
Starting Housing job creation.
Development Locally
Small Businesses— Provide micro-grants of up to $10,000 to seed entrepreneurship and small 35
California Dream Start-  business creation in underserved groups.
up Grants
Workforce Expand existing High Roads Training Program that will result in thousands of 25
Development— High new apprenticeships and pre-apprenticeships, leading to thousands of new
Roads Apprenticeship  jobs and training for new careers.
Program
Environmental Sustainability $561
Cap & Trade Expenditure Protect public health in disadvantaged communities and support 394
Plan implementation of Executive Order N-79-20 to accelerate zero-emission

vehicles.
Sustainable Agriculture Provide technical assistance for underserved farmers, support for regulatory 162

relief efforts, farming water efficiencies, sustainable ground water
management, and climate smart agriculture programs.

Bottle Bill Expand pilot programs to increase consumer redemption of beverage 5
containers in communities underserved by recycling centers.
Housing and Homeless $262
Homekey Housing Expand Homekey competitive grants to local governments to purchase and 250
rehabilitate housing and convert them into interim or permanent long-term
housing.
Trial Court Workload for Provide trial courts with resources to process the anticipated increase in 12
Eviction Protections unlawful detainer and small claims filings resulting from AB 3088.
Other $56
County Probation Enhance services for juvenile and adult populations under the jurisdiction of 50
Departments county probation departments.
California Creative Corps Provide resources for the Arts Council to partner with various organizations to 5

develop a media, outreach, and engagement campaign to inspire safe and
healthy behavior and increase the trust factor across California's diverse
populations to increase vaccine adoption.

GO-Biz Staffing Administer various grant programs within the California Jobs Initiative and 1
Resources create an Energy Unit to facilitate the implementation of projects that will help

to achieve climate goals and increase energy reliability.
Total Early Action Package $6,529
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EQUITABLE AND BROAD-BASED RECOVERY

EQUITABLE AND BROAD-BASED RECOVERY

sit recovers from the COVID-19 Recession, California will continue to leverage
what is unigue to the state—a culture of innovation, a world-class educational
system, a commitment to climate science, and a strong and skilled workforce.

The COVID-19 Pandemic and the resulting recession brought a halt to more than ten
years of economic growth and ushered in a nationwide recession in February 2020.
California’s unemployment rate increased from a record low of 3.9 percent in February
to arecord high of 16.4 percent in April and May. The pandemic also exacerbated
underemployment; the percentage of the working age population in the labor force
decreased from 62.3 percent in the first quarter of 2020 to 59.8 percent in the second
quarter, as parents and others dropped out of the workforce. Alimost half of all leisure
and hospitality workers, typically a low-wage sector, lost their jobs; higher wage sectors
such as professional and business services largely were able to shift to working from
home. There were sfill 1.4 million fewer employed Californians in November than in
February. Before the recent federal COVID-19 relief bill, the Coronavirus Response and
Relief Supplemental Appropriations Act was enacted in late December, millions of
Californians were expected to lose needed unemployment insurance or other forms of
support starting at the end of 2020.

Many businesses struggling now can return to profitability in the future as the economy
recovers from the COVID-19 Pandemic. There will also be other opportunities for
growth, but the pattern of jobs will likely be different, as will the types of businesses that
are poised for growth.
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EQUITABLE AND BROAD-BASED RECOVERY

The Budget proposes a broad-based recovery package to support businesses,
individuals and job creation both during the pandemic and as the state recovers.

It totals $14 billion, including $3.5 billion in immediate relief for individuals and small
businesses disproportionately impacted by the pandemic. This package will support the
next generation of innovators, and help prepare the workforce for the jobs of the
future. Given the urgent need, the Administration proposes that the Legislature take
action in early 2021 on the majority of the package. It is summarized in the table below.
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EQUITABLE AND BROAD-BASED RECOVERY

Equitable and Broad-Based Recovery Package
(Dollars in Thousands)

Immediate Relief 2020-21 2021-22 Total Timing
Golden State Stimulus $ 2,400,000 $ - $ 2,400,000 Early Action
1st Round of Small Business Grants $ 500,000 $ - $ 500,000 DREOA
2nd Round of Small Business Grants $ 550,000 $ - $ 550,000 Early Action
Fee Waivers $ 70,600 $ - $ 70,600 Early Action
Cultural Institutions Grants $ 25,000 $ - $ 25,000 Early Action
Immediate Relief Total $ 3,545600 $ - $ 3,545,600

California Jobs Initiative

Jobs and Regional Development

Increase CalCompetes Tax Credits* 90,000 $ 90,000 $ 180,000 Early Action

©9 &

CalCompetes Grant Program 250,000 $ - $ 250,000 Early Action
Small Businesses

Main Street Small Business Tax Credit* $ - $ 100,000 $ 100,000 2021 Budget
California Dream Fund $ 35,000 $ - $ 35,000 Early Action
California Rebuilding Fund $ 12,500 $ = $ 12,500 DREOA
IBank's Small Business Finance Center $ - $ 50,000 $ 50,000 2021 Budget
Small Business Loan Guarantees $ - $ 50,000 $ 50,000 2021 Budget
Climate Innovation

California Alternative Energy and Advanced

Transportation Financing Authority Sales Tax

Exclusion® $ - $ 100,000 $ 100,000 2021 Budget
California Jobs Initiative Total $ 38_7,500 $ 390,000 $ 77,500

Workforce Development

Higher Education

California Institutes for Science and Innovation $ - $ 20,000 $ 20,000 2021 Budget
UC Programs in Medical Education (PRIME) $ - $ 12,900 $ 12,900 2021 Budget
Computing Talent Initiative $ - $ 10,000 $ 10,000 2021 Budget
Work-Based Learning (Prop 98) $ - $ 20,000 $ 20,000 2021 Budget
California Apprenticeship Initiative (Prop 98) $ - $ 15,000 $ 15,000 2021 Budget
Workforce Development and Higher Education $ - $ 250,000 $ 250,000 2021 Budget
Labor

Apprenticeship Programs $ 25,000 $ - $ 25,000 Early Action
Workforce Development Total $ 25,000 $ 327,900 $ 352,900

Other

Schools Reopening $ 2,000,000 $ - $ 2,000,000 Early Action
Schools Extended Learning Time $ 4,557,000 $ - $ 4,557,000 Early Action
Housing $ 250,000 $ 250,000 $ 500,000 Early Action/2021 Budget
Deferred Maintenance $ - $ 300,000 $ 300,000 2021 Budget
Agriculture Package $ 162,400 $ 222200 $ 384,600 Early Action/2021 Budget
Climate Catalyst Fund: Forest Resilience $ 47,000 $ - $ 47,000 Early Action
Zero-Emission Vehicle Package $ 239,000 $ 226,000 $ 465,000 Early Action/2021 Budget
Zero-Emission Vehicle Securitization $ - $ 1,000,000 $ 1,000,000 2021 Budget
Other Total $ 7,255,400 $ 1,998,200 $ 9,253,600

Equitable and Broad-Based Recovery Total $ 11,213,500 $ 2,716,100 $ 13,929,600

*The actual General Fund impact will be spread over multiple fiscal years.

In addition to the other immediate relief for individuals and small businesses,
the California Jobs Initiative and workforce development proposals described in this
Chapter, the $14 billion recovery package also includes the following components:
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» Safe Reopening of Schools—Early action to support the safe return to in-person
instruction will not only address the learning gap, but will allow parents who have
been shouldering a heavy burden during the distance learning model to return to
the workforce or regain full-time employment. The Budget includes $2 billion for the
safe reopening of schools beginning in February. See the K-12 Education Chapter
for more information.

» Student Learning Measures—The Budget also proposes early legislative action on
$4.6 billion Proposition 98 General Fund for extending learning time, including
summer school programs and other strategies to address the pandemic's impacts
on student learning. See the K-12 Education Chapter for more information.

* Zero-Emission Vehicle Investments—The Budget includes $465 million for
zero-emission vehicles, to spur economic activity while supporting the state's
zero-emission targets. The Budget also includes the securitization of approximately
$1 billion in future revenues for job-creating construction of electric vehicle charging
and hydrogen fueling stations necessary to accelerate zero-emission vehicle
adoption. See the Climate Change Chapter for more information.

 Infill Infrastructure Grant Program—The Budget includes $500 million one-time
General Fund, $250 million for early action by the Legislature, to create jobs and
long-term housing development. See the Housing and Homelessness Chapter for
more information.

* Agricultural Investments—Recognizing that many agricultural sectors continue to
struggle during the pandemic, the Budget includes a total of $384.6 million to
support farmers with technical assistance, regulatory changes, and climate smart
agriculture investments. See the Sustainable Agriculture Chapter for more
information.

* Deferred Maintenance—Maintenance of the state's existing infrastructure provides
jobs to Californians. The Budget includes $300 million one-time General Fund for the
most critical statewide deferred maintenance, including greening of state
infrastructure. See the Climate Change Chapter and the 2021 Five-Year
Infrastructure Plan for further information.

Government investment in infrastructure projects also creates good jobs. While not
enumerated in the recovery package, the Budget also includes $10 bilion—and a total
of $52 billion over the next five years—for state infrastructure such as highways, roads,
High-Speed Rail, state buildings, and K-14 school buildings and will include the
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acceleration of projects to the extent practicable. See the Infrastructure section below
and the 2021 Five-Year Infrastructure Plan for further information.

IMMEDIATE RELIEF FOR INDIVIDUALS AND BUSINESSES

Even with the recent additional federal COVID-19 relief funding, Californians continue
to face significant hardships—especially those with the lowest income levels who have
been hardest hit by the COVID-19 Recession. The state will continue to work with
Congress and the incoming Administration to advance the state’s priorities for future
stimulus packages, including additional support for state and local relief along with the
flexibility to prioritize how the funds are used to address gaps in federal assistance and
increases in programs to support those facing the greatest hardships.

The Budget includes additional state actions to provide immediate relief to low-income
families, small businesses, and nonprofits that have been hardest hit by the pandemic.
These proposals are for immediate action by the Legislature in early 2021.

GOLDEN STATE STIMULUS

As discussed in the Revenue Estimates Chapter, the Golden State Stimulus is a tax
refund for low-income households intended to provide cash support to families who are
most likely to have suffered economically from the COVID-19 Pandemic. Regardless of
income, all Californians pay a variety of taxes, including on the purchase of taxable
goods. Totaling $2.4 billion, this proposal would refund $600 of those taxes to all 2019
taxpayers who received a California Earned Income Tax Credit (Cal EITC) in 2020 as
well as to 2020 taxpayers with individual tax identification numbers (ITINs) who receive a
Cal EITC in 2021.

Focusing on EITC recipients allows for a timely identification and location of the
population that likely started 2020 with few resources. Lower-wage workers also
disproportionately lost their jobs during the pandemic. The payments would be sent
mostly in February and March of 2021 (ITIN taxpayers would receive the additional tax
refund after they file their 2020 tax return, typically in February through April of 2021). The
timing of these refunds is meant to help low-income households immediately with
expenses like food and rent.
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SMALL BUSINESS GRANTS

In November, the Administration and the Legislature announced the creation of an
emergency COVID-19 Relief Grant Program with a $500 million one-time General Fund
allocation. The program is administered by the California Office of the Small Business
Advocate (CalOSBA) within the Governor’s Office of Business and Economic
Development (GO-Biz) for small businesses that have been impacted by the COVID-19
Pandemic and the related health and safety restrictions.

Grants up to $25,000 will be distributed across the state, with priority given to regions
and industries impacted by health and safety guidance and stay-at-home orders,
disadvantaged communities, and underserved small business groups.

Relief is critical to small business retention and is more effective with layered support.
CalOSBA's selected intermediary will partner with a statewide network of mission
lenders and nonprofits with strong connections to the targeted small businesses to
provide an equitable distribution and additional wrap-around services including loans
and technical assistance.

To provide continued assistance to small businesses and nonprofits, the Budget includes
an additional $550 million one-time General Fund allocation for relief grants to
impacted small businesses and nonprofits. This additional investment will bring total
investments to $1.05 billion to help meet the expected demand.

CULTURAL INSTITUTIONS

Cultural institutions have a mission fo engage in the conservation, interpretation and
dissemination of cultural, scientific, and environmental knowledge, and promote
activities meant to inform and educate Californians on associated aspects of culture,
history, science, and the environment. Smaller cultural institutions, including museums
and art galleries, have been constrained by the COVID-19 Pandemic in their ability to
educate the community and remain financially viable. The Budget includes $25 million
one-time General Fund to provide grants to the smallest cultural institutions in the state
that have been impacted by the pandemic.

FEE WAIVERS FOR COVID-19 IMPACTED BUSINESSES

The Budget includes $70.6 million one-tfime General Fund to provide fee waivers to
individuals (including barbers, cosmetologists, and manicurists) and smaller entities
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(restaurants and bars) heavily impacted by health and safety restrictions imposed in
response to the pandemic. Licensees of the Board of Barbering and Cosmetology will
receive relief from annual license renewals over the next two-year renewal period.
Restaurants and bars will also be eligible for fee waivers in 2021.

CALIFORNIA JOBS INITIATIVE

More businesses start in California than anywhere else in the United States, including
many green technology businesses. Many of California’s new businesses have gone on
to become industry leaders, a direct result of the state’s world-class colleges and
universities, state-of-the-art laboratories, skilled workforce, and the state’'s commitment
to combating climate change.

In order to support California business owners as they reopen their doors, rehire staff,
and expedite the state's economic recovery, the Administration proposes the California
Jobs Initiative. This initiative focuses on job creation and retention, regional
development, small businesses, and climate innovation.

JOBS AND REGIONAL DEVELOPMENT
INCREASED INVESTMENT IN CALC OMPETES

The California Competes Tax Credit (CalCompetes) has been in effect since 2014 and
incentivizes businesses to locate in California or to stay, grow, and create quality
full-time jobs in the state. Since its inception, the Governor's Office of Business and
Economic Development (GO-Biz) has awarded nearly 1,100 businesses over $1.2 billion
in tax credits for commitments to create 124,000 new, full-time jobs and made over
$24 billion in capital investments in the state. The total credit amount is capped at
$180 million per year plus any unallocated or recaptured credits from the prior year. The
competitive allocation is based on twelve different factors, including the number of
full-time jobs created and whether the jobs are at risk of being created in another
state. The CalCompetes credit is a non-refundable tax credit. If a business earns a
credit (by achieving all of its contractual milestones for that tax year) in a particular
year and the earned credit exceeds the business’ current year tax liability, the business
receives no immediate benefit from the excess credit, but the excess credit can be
carried forward to offset tax in six subsequent tax years.

In recent years, the CalCompetes program has received applications far in excess of
available credits. As California recovers from the COVID-19 Recession, the Budget
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increases the amount of credit available for allocation by $90 million in both 2020-21
and 2021-22 for a total of $270 million per year. This will provide additional incentives to
accelerate job creation in the state. This is part of a package of proposals on which the
Administration requests the Legislature take early action in 2021.

INCREASED INVESTMENT IN CALIFORNIA’S BUSINESSES

The CalCompetes program has demonstrated tfremendous success, but more needs to
be done given the historic COVID-19 Pandemic. The Budget includes $250 million
one-time General Fund to increase business investment in California. This is part of a
package of proposals on which the Administration requests the Legislature take early
action in 2021. This funding will establish a grant component of CalCompetes with a
more targeted focus. To be eligible for a grant, businesses will need to meet one or
more of the following criteria: establish at least 500 net new jobs; make a significant
infrastructure investment; commit to a high-need, high-opportunity area of the state; or
receive a designation from the Director of GO-Biz that the application is a strategic
priority of the state. Similar to the CalCompetes Tax Credit program, applicants will be
brought to the CalCompetes Committee for approval.

Establishing a grant component in CalCompetes will expand the pool of businesses that
can benefit from the program. There are three types of businesses that would benefit
from grants: (1) companies that continuously reinvest profits into the business,
generating either significant research and development tax credits and/or net
operating losses (NOLs) resulting in little to no tax liability; (2) smaller businesses with
relatively low income tax liability; and (3) startups with little to no tax liability.

A CalCompetes grant program is an additional incentive for businesses conducting
multi-state site selection analyses for future growth, and is infended to improve the
quality of the applicant pool in terms of job creation.

The new program will dedicate at least $50 million of the $250 million one-time General
Fund to high-need, high-opportunity areas of the state.

SMALL BUSINESSES

Small businesses are critical drivers of economic growth and mobility—creating
two-thirds of net new jobs, building wealth in communities, and innovating to solve
global problems. California’s 4.1 million small businesses represent 99.8 percent of all
businesses and employ 48.5 percent of the private workforce. The COVID-19 Pandemic
and its related economic impact have transformed the landscape of California’s small
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businesses. Opporfunities exist for new business creation as entrepreneurs and small
businesses innovate. The Budget includes several investments to assist small businesses in
recovery and future growth and innovation.

MAIN STREET SMALL BUSINESS TAX CREDIT

Chapter 41, Statutes of 2020 (SB 1447) was enacted in September 2020 and created a
hiring credit against California state income taxes or sales and use taxes for qualified
small business employers. This credit is capped at an aggregate amount of $100 million
and is intfended to help struggling small businesses. It also encourages hiring new
employees and rehiring former employees. The Budget allocates an additional

$100 million in 2021-22 to create a similar hiring credit.

MITIGATING THE SALT DEDUCTION LIMITATION FOR S-CORPORATIONS SHAREHOLDERS

The Budget contains a provision that allows S-corporation shareholders a credit against
tax equal to 13.3 percent of their S-corporation income in order to help them recoup
some of the tax benefits lost by Californians when the State and Local Tax (SALT)
deduction was limited as part of the 2017 federal Tax Cut and Jobs Act. The Elective
S-corporation Tax is expected to on net to produce a a revenue gain between $0 and
$20 million starting in 2021-22.

THE CALIFORNIA DREAM FUND

The COVID-19 Pandemic has produced unprecedented market fluctuation, causing
lenders and their investors to tighten restrictions on credit and reduce available capital,
especially in higher-risk industries impacted by the pandemic. People of color, women
and immigrants are the backbone of the state's economy, but these communities have
historically had trouble accessing capital, particularly during volatile markets.

For illustrative purposes, based on 2012 census data, one report provides the following
example: if the number of people of color and women-owned businesses matched
their percentage of the labor force, and if their business revenues equaled traditional
firms, they could have produced $6.8 trillion in gross receipts nationwide—nearly three
times their actual output of $2.4 trillion in that year. Addressing this systemic inequity is
critical as California is one of the most diverse states in the country with people of color
accounting for 63 percent of the state’s population.

The Budget includes $35 million one-time General Fund to support micro-grants up to
$10,000 to seed entrepreneurship and small business creation in underserved groups
that are facing opportunity gaps. These California Dream Fund startup grants will be
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made available through small business technical assistance centers to eligible startups
actively participating in trainings and advisory services to help provide greater
acceleration rates and successful outcomes. This is part of a package of proposals on
which the Administration requests the Legislature take action early in 2021.

IBANK'S SMALL BUSINESS FINANCE CENTER AND THE CALIFORNIA REBUILDING FUND

The California Infrastructure and Economic Development Bank's (IBank) Small Business
Finance Center manages small business loan and disaster loan guarantees, Climate
Tech guarantees, and direct lending programs such as Jump Start start-up loans; in
addition, it can quickly add new programs aimed at small businesses. These programs
provide financial assistance needed by small businesses and will contribute to the
long-term recovery of California’s economy.

The 2020 Budget Act provided $25 million one-time General Fund as the anchor
investment to help create the California Rebuilding Fund, intended to aggregate
funding from private, philanthropic, and public sector sources to address the capital
needs of California’s small businesses as they reopen and recover from the impacts of
the COVID-19 Recession. The California Rebuilding Fund is intended to serve the
smallest of small businesses that make up an essential part California’s economy. With
recent state commitments of up to $37.5 million, including the additional allocation of
$12.5 million one-time General Fund announced by the Administration on November
30, 2020, the Fund is expected to provide over $125 million of capital available for loans
to small businesses.

The Budget includes $50 million one-time General Fund to use across IBank’s programs,
with a focus on programs that benefit underserved businesses in California.

IBANK SMALL BUSINESS LOAN GUARANTEE PROGRAM

Originally funded by the General Fund and the State Small Business Credit Initiative
(SSBCI) created by the federal Small Business Jobs Act of 2010, the Small Business Loan
Guarantee Program is the principal program of the Small Business Finance Center. The
$84 million authorization from SSBCl received in 2011 was used to guarantee up to

80 percent of loan amounts in support of small businesses and funds continue to revolve
and serve thousands of additional small businesses through this year.

However, the program is approaching full capacity and requires additional funding.
The current funds available for small business guarantees (from the IBank Small Business
Loan Guarantee Program) will be fully leveraged by Summer 2021. The Budget includes
$50 million one-time General Fund so this program can continue to provide loans as
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businesses recover from the COVID-19 Recession. This will be leveraged to provide up to
$250 million in loans. This program is utilized by larger small businesses with larger loan
sizes (average amount of $500,000 or more).

The IBank funding discussed in this Chapter will assist small business recovery once the
influx of grants at the federal and state level are fully utilized.

CLIMATE INNOVATION

CALIFORNIA ALTERNATIVE ENERGY AND ADVANCED TRANSPORTATION FINANCING
AUTHORITY (CAEATFA) SALES TAX EXCLUSION

The CAEATFA offers sales and use tax exclusions to innovative manufacturers that
promote alternative energy and advanced fransportation. To encourage economic
development along with the development of green technologies, the Budget proposes
an additional one-time investment of $100 million in 2021-22 to the CAEATFA sales tax
exclusion program.

CLIMATE CATALYST FUND

The 2020 Budget Act included statutory changes to establish the Climate Catalyst Fund,
a financing tool to provide revolving loans for climate-related projects. The Budget
includes $47 million one-time General Fund in 2020-21 in the wildfire and forest resilience
package and $50 million one-tfime General Fund for agriculture-specific activities

(i.e., methane reduction projects; equipment replacement; water efficiency; healthy
soils; and energy efficiency for food processing) that will be deposited for use in the
Climate Catalyst Fund. For additional information, see the Climate Change and
Sustainable Agriculture Chapters.

WORKFORCE DEVELOPMENT

While exacerbating tfrends have been underway for years, the pandemic has increased
the need for worker training programs—many new jobs may require more telework, and
will necessitate the development of new skills. In many cases, getting Californians back
to work after the COVID-19 Pandemic will require additional workforce retfraining
opportunities and further coordination between California’s universities, colleges,
community colleges, and local workforce partners. To address this need, the Budget
includes one-time and ongoing investments totaling $332.9 million General Fund and
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$35 million Proposition 98 General Fund, as specified below, in areas that will support an
equitable recovery.

SUPPORTING LINKAGES BETWEEN HIGHER EDUCATION AND EMPLOYMENT
OPPORTUNITIES

As referenced in the Higher Education Chapter, the Budget sets aside $250 million
one-time General Fund to support forthcoming proposals that are focused on
workforce development, segment alignment, and improving linkages between higher
education institutions and employers.

EXPANDING WORK-BASED LEARNING OPPORTUNITIES

As referenced in the Higher Education Chapter, California’s Community Colleges are
central to training and developing the skilled workforce needed for the state to meet its
ever-changing workforce needs and the state must prepare students with the skills
needed by employers not only today, but into the future. The Budget includes

$35 million Proposition 98 General Fund to support the following investments in
work-based learning:

e $15 million ongoing Proposition 98 General Fund to augment the California
Apprenticeship Initiative which supports the creation of apprenticeship opportunities
in priority and emerging industry sectors.

¢ $20 million one-time Proposition 98 General Fund to expand work-based learning
models and programs at community colleges, including working with faculty and
employers to incorporate work-based learning into curriculum.

OTHER HIGHER EDUCATION INVESTMENTS SUPPORTING WORKFORCE
DEVELOPMENT

As referenced in the Higher Education Chapter, the Budget reflects the following higher
education workforce development related proposals:

* Connecting Student Learning Objectives with Workforce Needs—Given the
proposed investments in the California Community Colleges, California State
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University, and University of California, the Administration expects the segments to
better connect student learning objectives to workforce and industry needs.

Cadlifornia Institutes for Science and Innovation—The Budget provides $20 million
one-fime General Fund to four science and innovation institutes established on
University of California campuses to support stipends for students over a five-year
period and for research teams to link with industry partners to better align
educational programs with workforce needs.

UC Programs in Medical Education (PRIME)—The Budget provides $12.9 million
ongoing General Fund to support and expand existing UC Programs in Medical
Education and to establish a new UC Program in Medical Education focused on
Native American communities. The University of California is also encouraged to use
these funds to support PRIME programs that would serve underrepresented areas of
the state, and may establish additional PRIME programs that are state priorities.

Computing Talent Initiative—The Budget provides $10 million one-time General Fund
to the California State University, Monterey Bay to support the Computing Talent
Initiative. The Initiative will support a computer science acceleration program that
will guide several cohorts of underrepresented computer science college students
through a series of educational and employment-related modules and workshops,
and help connect these students with industry professionals who can help them
obtain employment in the sector.

LABOR AND WORKFORCE DEVELOPMENT PROGRAMS

As referenced in the Labor and Workforce Development Chapter, the Budget
proposal, upon which the Administration is asking the Legislature to take early action,
includes an expansion of the High Roads Training Program. An additional $25 million
one-fime General Fund through the California Workforce Development Board will
provide over 2,000 new apprenticeships and pre-apprenticeships to support the state’s
economic recovery. The proposal includes:

e Construction—$8.5 million to expand construction apprenticeship and multi-craft

pre-apprenticeship programs that will result in approximately 650 jobs.

* Forestry and Agriculture—$6.5 million for training center jobs with utility tree

conftractors for wildfire prevention, resulting in 500 jobs.
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* Healthcare—$4 million to expand fraining for allied health roles to address
COVID-19-related health care needs, including respiratory technicians and medical
assistants, and a pilot for Registered Dental Assistants in partnership with the
California Dental Association, resulting in 350 jobs.

e Trade and Logistics—$4 million through Youth Works for a pilot training partnership
program for youth in Ontario, Los Angeles, Visalia, and the Bay Area, resulting in
500 jobs.

* Information Technology—$2 million to expand cybersecurity apprenticeships with
public and private employers, resulting in 200 jobs.

INFRASTRUCTURE

The Administration recognizes the important role that infrastructure investments make in
promoting economic stimulus. While many capital projects were paused in 2020 due to
fiscal uncertainties related to the COVID-19 Pandemic, the 2021 Five-Year Infrastructure
Plan (Plan) demonstrates renewed commitment to these investments as a contributor
to California’s economic recovery.

In addition to statewide investments in climate resilience and broadband programs, the
Plan proposes $52 billion in state infrastructure over the next five years, with investments
in projects to renovate state office buildings, state hospitals and correctional facilities,
and to replace fire stations and courthouses, among others. These investments in core
state infrastructure will create jobs to support economic growth and recovery.

In addifion, the Administration continues to prioritize economic recovery and
investments in California’s tfransportation infrastructure. The Department of
Transportation (Caltrans) has continued to use new fransportation revenues to
accelerate construction projects and support job creation in the transportation sector.
Caltrans estimates that approximately 11,000 jobs are created for every billion dollars
spent on highway infrastructure. The California Transportation Commission invested
$22 billion for more than 1,200 projects in 2020, which created thousands of jobs. The
projects funded will support a safe, sustainable transportation system that reduces
congestion, improves the environment, and facilitates job creation and economic
development throughout the state.

Nearly 40 percent of the funds approved by the Commission during the past year come
from SB 1, the Road Repair and Accountability Act of 2017, which increased and
stabilized state transportation funding. Since this legislation became law, project
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allocations made by the Commission from all state and federal sources have
generated an estimated 350,000 jobs. While fuel tax revenues used to fund
transportation projects have leveled off temporarily due to reduced travel during the
COVID-19 Pandemic, the Budget maintains current planning and engineering staffing
levels to continue developing and designing previously programmed projects. Not only
does Caltrans plan to award all of the projects it currently has programmed for
construction in the coming year, but the continued project development work will
support preparedness as additional stimulus funding becomes available.

While these state infrastructure investments are important, the federal government
needs to provide additional funding for public works projects to assist with a swift
recovery.
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COVID-19 PANDEMIC RESPONSE

ince the onset of the COVID-19 Pandemic, California has taken action to save lives

by mitigating active community transmission of COVID-19, including issuing a
statewide stay-at-home order and instituting the use of masks and physical distancing.
Collectively, these actions have mitigated the significant early surges in cases and
hospitalizations as seen in other states. The state then prepared further by securing a
reliable supply chain of personal protective equipment (PPE), expanding COVID-19
testing capabilities, and building additional health care capacity, including alternate
care sites. These actions gave hospitals and health care systems fime to plan and
better prepare for a surge in hospitalizations and intensive care unit (ICU) admissions.
Altogether, these actions have saved the lives of many Californians.

STATEWIDE EMERGENCY RESPONSE

Under the authorities of the Emergency Services Act and other laws governing public
health emergencies, jointly led by the Governor's Office of Emergency Services

(Cal OES) and the Health and Human Services Agency (CHHS), the state responded
swiftfly—coordinating actions with local authorities and deploying federal, state, mutual
aid, and private sector resources to support communities across the state. Many of the
innovative programs established to serve the state are the first of their kind—establishing
California as a leader in responding to the pandemic and developing a path for
recovery and resiliency.
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VACCINE DISTRIBUTION

COVID-19 vaccines are now available and California received its first shipments in
mid-December. The state formed a Western States Scientific Safety Review Workgroup
with Nevada, Oregon and Washington, comprised of immunization and public health
experts to provide an independent review and recommendation for the states to
ensure safety and maintain public confidence in vaccine implementation. The state is
also planning a public awareness campaign to encourage vaccine adoption across
the state's diverse communities.

While supplies of the vaccines are currently limited, they will be made available
according to approved state guidelines. Health care workers and residents in long-term
care settings have been approved to receive vaccines first, followed by other
Californians at high risk of becoming infected or severely ill from COVID-19. The state
continues to release guidance for the next phases of individuals prioritized for
vaccinations. The state has formed a Drafting Guidelines Workgroup of subject matter
experts, ethicists and academics to draft an allocation framework to prioritize

each phase of vaccine distribution. A community Vaccine Advisory Committee was
also formed to provide feedback to state health officials on the allocation framework.
The state is working closely with community partners and stakeholders to help guide the
planning process and expedite a fair and equitable distribution of the vaccine.

The Budget includes over $300 million as an initial estimate for vaccine distribution,
including a public awareness campaign to increase vaccine adoption.

SUPPORT FOR THE COVID-19 PANDEMIC RESPONSE

The COVID-19 Pandemic response includes the following core response efforts that
have been critical to not only mitigating the spread of COVID-19, but also preparing
and expanding the health care system for a surge of cases, as well as providing for the
necessary supports to reopen schools.

* PPE and Other Procurements—One of the most important tools in the fight against
the spread of the virus is the use of PPE. In the initial phase of the pandemic, it was
critical that the state secure enough PPE for Californians, and the state responded
to that need by implementing a comprehensive procurement and distribution
strategy. The state built a dedicated PPE pipeline with manufacturers who produce
N95 respirators, surgical masks, ventilators, hand sanitizer, gowns, face shields, and
with those performing ventilator repair and refurbishment. As a result, the state has
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provided nearly 1 billion units of PPE to various sectors. Most notably, 384 million units
of PPE have been allocated to the health sector, 30 million units were supplied to
the agriculture sector, and 136 million units were distributed to the education sector
to support the safe return to in-person instruction.

* Laboratory Testing—Timely, equitable, and cost-effective testing supports
California’s goal of continuing to flatten the curve while enabling critical sectors of
the economy to remain open. Despite efforts to expand the existing public and
private laboratory footprint, the state’s overall testing capacity remained
inadequate, especially as flu season began. The state used its market power to
combat global supply chain challenges and high testing costs by building its own
laboratory—the Valencia Branch Laboratory—that has the capacity to process up
to 150,000 tests per day. In addition, the state is pursuing broad-based testing in K-12
schools, and the May Revision will include estimated costs for Medi-Cal eligible
students.

* Cadlifornia Connected (Contact Tracing)—Recognizing the need to conduct case
investigations and notify those who may have been exposed to the virus of the
need to quarantine, the state partnered with UC San Francisco to develop a
training program for contact tracers. State departments identified over 3,000
employees as available for redirection to the contact tracing effort, and as of
late-December 2020, roughly 1,900 employees were deployed to counties to assist.
Through this effort, about 10,000 state and local employees are available to
conduct contact tracing investigations statewide. Also in December, the state
deployed a mobile exposure notification technology, CA Notify, to help notfify
Californians of potential exposure.

* Health Corps—Established to recruit and deploy health care professionals to
facilities across the state to address the healthcare surge and to maintain capacity
in the state's health care system, the Health Corps includes physicians, nurses,
emergency medical technicians, paramedics, physician assistants, respiratory
therapists and behavioral health professionals. They have been utilized in skilled
nursing facilities, assisted living facilities, correctional facilities, alternative care sites,
and general acute care hospitals. Since April, Health Corps has covered 2,892
direct patient care shifts in 143 facilities, as well as approximately 2,000 standby shifts
across the state. Health Corps fills an essential role within emergency staffing. It
serves as a critical option for facilities to provide staffing augmentations in
non-acute care settings, stabilizing the patient and facility without transfer into a
hospital.
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* Hospital Surge Preparation—To assist with decompression from the hospital system of
lower acuity patients, the state is adding COVID-19 hospital surge beds in addition
to the surge beds that hospital systems have already added. Currently, the state has
11 alternate care sites that could be activated in 24-96 hours should they be
needed. The total number of beds in these alternate care sites is 1,668. In addition to
the alternate care sites, the state has 22 California Medical Stations, which are
50-bed field hospitals, that can be rapidly deployed. In total, the state has
approximately 3,500 additional medical beds beyond surge capacity within the
hospital system. Additionally, the state is helping to decompress hospitals through
the use of residential care facilities for the elderly.

* Hotels for Health Care Workers—This program provides hotel rooms to health care
workers providing critical care to COVID-19 patients or who may come in contact
with those infected with the virus to help prevent them from bringing the virus home.
The program has provided over 1.5 million free or subsidized hotel room nights for
health care workers, first responders, correctional officers, and other workers while
they isolate safely apart from their families between work shifts and quarantine
when necessary.

* Community Engagement—Oiriginally launched in 2019, the state has invested
$50 million in a preparedness campaign to bolster resiliency by connecting
vulnerable populations with culturally and linguistically competent community
support. Through partnerships formed with community based organizations,
volunteer and service teams (including CERT and AmeriCorps), and a dynamic
communication campaign, LISTOS was leveraged during the COVID-19
Pandemic to educate millions of Californians about emergency preparedness. The
state has expanded the community outreach effort with an additional $62.5 million
General Fund appropriated in 2020 that is leveraging additional philanthropic
resources to fund paid media and provide for direct engagement with trusted
community organizations.

PROTECTING AT-RISK POPULATIONS

The state has implemented several programs to protect vulnerable populations from
contracting COVID-19. In addition, the state continues extraordinary actions within its
institutions to protect public health, including the State Hospitals and state prisons.

e Great Plates Delivered—This program provides meals to adults age 65 and older
and adults age 60-64 who are at high risk, while also supporting local restaurants

42 GOVERNOR'S BUDGET SUMMARY — 2021-22



COVID-19 PANDEMIC RESPONSE

and other food providers that have closed or are struggling to remain open. This
program is jointly run and managed by Cal OES, CHHS, and California Department
of Aging. Over 20.4 million meals have been served under this program.

* Housing for the Harvest—This program enables agricultural workers who test positive
or are exposed to COVID-19 to safely isolate. The Housing for the Harvest program
has provided over 900 hotel room nights for agricultural workers to keep these
critical workers safe.

* Project Roomkey—This program provides hotel and motel rooms to people
experiencing homelessness and who are at-risk of contracting COVID-19. Under this
program, the state has made over 15,500 hotel rooms available, providing over
800,000 overnight stays for unhoused Californians.

e State Hospitals—To address the impacts of COVID-19 at the State Hospital system,
the following activities have been implemented: isolation and testing at state
hospitals, outside medical invoicing, surge capacity, increased PPE requirements,
and other supports for patients and employees. State Hospitals are also taking a
number of preparatory steps to ensure the effective delivery of vaccines for their
health care workers and patients.

e State Prisons—CDCR has taken proactive measures to reduce the presence and
spread of COVID-19? in its institutions, including: restricting inmate movement;
activating spaces to create physical distancing; modifying the parole suitability
hearing process to take place by video and telephone conference; restricting
family visitation and instead providing inmates with free telephone calls and video
visitation opportunities; and initiating a staff screening process upon entering
facilities. CDCR has also implemented expanded employee testing at all institutions.

DATA-DRIVEN DECISION-MAKING
BLUEPRINT FOR A SAFER ECONOMY

In August 2020, California unveiled the Blueprint for a Safer Economy, a framework for
managing restrictions on activities based on epidemiological data in counties.
California’s framework for reopening also uniquely includes a health equity metric. This
metric recognizes that a county cannot open more business sectors unless it addresses
disease tfransmission in communities that are disproportionately impacted by economic,
social, education, transportation, housing, and environmental factors. The metric
requires counties to reduce test positivity rates in the least well-off communities to
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match or approach the county average, which gives counties the incentive to test and
trace contacts in the communities that have the greatest need.

In November, as case rates and hospitalizations surged in California and across the
country, the state implemented a regional stay-at-home order. Absent this action,
many hospital ICUs would have reached capacity more quickly. The state continues to
use science and data to modify guidance and protective measures, including the
updated guidance for school reopening.

DEPLOYMENT OF INNOVATIVE TECHNOLOGY

California has deployed and updated dashboards to collect, develop, and display
data for decision-making and for public transparency. The state created a centralized
portal to inform the public at covid19.ca.gov. California has utilized technology tools to
accelerate the availability of information, including a website to connect businesses
with PPE, a website to connect volunteers with opportunities to help, and a teachers’
resource portal. Additionally, California has been able to track the impacts of policy
decisions by looking at mobility data, venue visits, economic data, and survey data.
These approaches have prioritized privacy.

In addition, the state has developed a model (California COVID Assessment Tool (ICAT))
that contains assessments of the spread of COVID-19, short-term forecasts of disease
trends, and scenarios of the course of the disease from modeling groups across the
country. Together, these tools allow scientists, researchers, technologists and all
Californians to better understand the spread of COVID-19. To build on this model, the
Budget includes funding for a newly created consortium that will engage public health
decision-makers and investigators at the University of California to promote timely,
actionable insights into public health problems in California.

DIRECT EMERGENCY RESPONSE EXPENDITURES

Current estimates of total direct COVID-19 Pandemic emergency response costs are
approximately $13 billion, with an estimated net General Fund impact of approximately
$2.5 billion. This represents costs incurred in the prior fiscal year as well as projected costs
in fiscal years 2020-21 and 2021-22. Since the 2020 Budget Act, the Department of
Finance has regularly updated these estimates on its website.

The 2020 Budget Act reflected a total of $8.6 billion in state direct emergency response
costs across 2019-20 and 2020-21, of which $5.7 billion was for planned expenditures
and an additional $2.9 billion was for contingency costs. The following chart summarizes
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current estimates compared to the estimates included in the 2020 Budget Act. These
estimates will be refined as circumstances evolve and the Administration confinues to
maximize the use of federal funds.

Significant changes since the 2020 Budget Act include increased efforts to mitigate the
spread of COVID-19 within state institutions, state laboratory testing, and

emergency support for small businesses allocated in December. There are also some
downward revisions of estimates reflecting changing conditions and more accurate
projections related to additional PPE procurement and hospital surge efforts.

While total costs are projected to increase overall compared to 2020 Budget Act levels,
federal funds are expected to offset a greater share of these costs, which has partially
offset the net General Fund increase. The chart below reflects categories of the state’s
direct response efforts and their respective cost estimates. Many of these programs and
categories are eligible for FEMA reimbursement. This chart does not include COVID-19
expenditures related to certain health and human services programs. (See the Health
and Human Services Chapter for more details.)
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COVID-19 Direct Response Cost Estimates: Total Expenditures

2020 Budget 2021 Governor's

ActEstimate  Budget Estimate  Derence

Cost Category

State Hospitals $0 $82,698,000 $82,698,000
Testing $0 $37,102,000 $37,102,000
Surge Capacity (Norwalk) $0 $2,568,000 $2,568,000
Other Staffing and Operational Costs $0 $43,028,000 $43,028,000

National Guard $0 $32,848,000 $32,848,000

Corrections and Rehabilitations $17,300,000 $1,418,988,000 $1,401,688,000
Community Supervision $2,971,000 $45,340,000 $42,369,000
Temporary Suspension of Prison Intake $14,329,000 $240,895,000 $226,566,000
Reentry Housing $0 $15,000,000 $15,000,000
Project Hope $0 $1,929,000 $1,929,000
Personal Protective Equipment $0 $89,296,000 $89,296,000
Medical Surge/T ents $0 $240,741,000  $240,741,000
Testing (Employee) $0 $378,926,000  $378,926,000
Testing (Inmate) $0 $175,533,000 $175,533,000
Cleaning $0 $29,180,000 $29,180,000
Other Staffing and Operational Costs $0 $202,148,000 $202,148,000

Other State Agency Response Operations Costs $571,828,000 $994,739,000  $422,911,000

OES Masks Contract (Global Healthcare Product

Solutions, LLC) $1,567,500,000 $920,600,000 -$646,900,000

DGS and Other Procurements $2,796,264,000 $2,445,896,000 -$350,368,000

Staffing Costs $854,523,000 $768,421,000 -$86,102,000
Facilities and Operating Costs $470,500,000 $323,210,000 -$147,290,000

Project Roomkey $100,000,000 $162,000,000 $62,000,000
Food Banks $70,000,000 $165,500,000 $95,500,000
Support for Small Businesses $50,000,000 $562,500,000 $512,500,000
Great Plates Delivered $25,000,000 $25,000,000 $0
Other Program Allocations $393,602,000 $973,547,000  $579,945,000
PerkinElmer $0 $1,365,363,000 $1,365,363,000
Logistics Health, Inc. (Optum) $0 $726,000,000 $726,000,000
FedEx Specimen Transportation $0 $19,989,000 $19,989,000

Other Statewide Testin $527,000,000 $432,693,000  -$94,307,000

Totals $8,595,039,000 $12,979,811,000 $4,384,772,000
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CORONAVIRUS RELIEF FUNDS (CRF)

The 2020 Budget Act established a process to allocate $9.5 billion in CRF provided in the
federal Coronavirus Aid, Relief, and Economic Security (CARES) Act, the largest of the
bills enacted early in the COVID-19 Pandemic. Based on data through September 30,
the state had obligated or spent nearly $8.7 billion of the $9.5 billion authorized by the
CARES Act and included in the 2020 Budget Act. These funds have been instrumental in
helping tfo mitigate learning loss for students ($4.4 billion), protect vulnerable
populations from COVID-19, and support front-line efforts to combat the virus, including
nearly $1.3 billion to counties and $500 million to cities to support local priorities.

At the state level, funds have supported nearly $2.5 billion in costs for emergency
operations, testing and contact fracing, and various medical and public health
expenses. In addition, critical investments were made to provide additional housing for
the homeless, and reduce the spread of COVID-19 in congregate shelters and camps.
These funds were also used to purchase additional emergency food supplies and
diapers to be distributed through California food banks. Finally, CRF was also leveraged
to free up other federal funds to extend emergency child care benefits into 2021. The
figure below details where funds pay for a portion of the state’s direct disaster response
costs.

Allocation of CRF for COVID-19 Direct Response Costs
2021 Governor's Estimated CRF

SR Budget Estimate Share

State Response Operations $2,529,273,000 $574,695,000
Procurements $3,366,496,000 $653,240,000
Hospital and Medical Surge $1,091,631,000 $230,180,000
Hotels for Health Care Workers/Support Staff $368,957,000 $32,544,000
Vulnerable Populations/Other Support Services $1,888,547,000 $618,650,000
Statewide Testing $2,544,045,000 $195,851,000
Contact Tracing and Tracking $646,339,000 $155,977,000

Totals $12,435,288,000 $2,461,137,000

While the deadline to spend to spend CRF was extended through December 31, 2021,
the state has been finalizing the allocation and prioritization of the remaining

$800 million in funds to pay for additional emergency response costs, public health
expenses, and public safety payroll costs as authorized by the U.S. Treasury. Through
these actions, funds will remain in California and no funds will be returned to
Washington.
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FEDERAL RELIEF

To address the direct and indirect effects of COVID-19, the federal government
provided additional funding to help pay for emergency response, testing and contact
tracing, health care, and to provide financial relief to individuals, families, and
businesses as well as state and local governments, including schools and higher
education institutions. As of early December, the estimated funding that the state
expects to receive from the four bills passed by Congress in the spring of 2020 totaled
approximately $136 billion. These funds support various state programs, such as
unemployment insurance, Medi-Cal, and K-12 schools. Combined with direct payments
to individuals and families, hospitals and medical providers, businesses, higher
education institutions and college students, local housing authorities, airports, farmers,
and local government, California and its economy will benefit from approximately
$298 billion provided through these federal actions.

This federal relief coupled with actions by the Federal Reserve helped stabilize the
economy, with fransfers mitigating the fall in wages. The stimulus checks,
unemployment benefits, and Paycheck Protection Program allowed more people to
continue to pay rent and utilities, and more businesses to retain workers and stay in
business. As of November, U.S. personal income was 3.8 percent higher than November
2019. However, personal consumption expenditures are down by 1.3 percent, reflecting
the disparate impacts on lower-income people and a higher savings rate by
higher-income people.

RECENT FEDERAL COVID-19 RELIEF BILL

In late December, as many federal programs were expiring, Congress passed a fifth
relief bill, the Coronavirus Response and Relief Supplemental Appropriations Act,
totaling about $200 billion, primarily to extend unemployment insurance and provide
direct payments to individuals and families, businesses, and the health care industry, as
well as to provide more funding for testing, contact tracing, and vaccine distribution.
While California expects approximately $100 billion, notably excluded from this most
recent bill is additional funding for state and local government. However, this bill
extends the deadline to spend the Coronavirus Relief Funds through

December 31, 2021.

The passage of the federal relief bill will provide much-needed support for people and
businesses until March 2021, especially those that remain unemployed due to the

48 GOVERNOR'S BUDGET SUMMARY — 2021-22



COVID-19 PANDEMIC RESPONSE

COVID-19 Pandemic. However, additional federal support beyond this bill will be critical
to help people and businesses struggling to survive and recover from the pandemic.

Over one-third of the recent relief will provide additional financial assistance to
individuals and families facing hardships from the COVID-19 Pandemic. Key provisions
to support individuals include the following:

* Unemployment Insurance Benefits—Extended benefits were made available to
individuals who have lost their jobs due to COVID-19, including self-employed
workers and provide an additional $300 per week supplement. These benefits will be
available for an additional 11 weeks through March 14, 2021.

* Economic Impact Payments—A second economic impact payment was included
for individuals and families, including those who receive Social Security retirement,
Supplemental Security Income, or disability benefits. The checks will be $600 for
each person in the household using the same income-based criteria in the CARES
Act. Individuals in households with mixed immigration status will now be eligible for
these payments, which will be retfroactive to the CARES Act, providing $1,200 per
adult and $500 per child.

The following chart reflects the estimates for California based on a preliminary review of
the components of the recent federal relief bill.
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Potential Estimates for California
Coronavirus Response and Relief Supplemental Appropriations Act
(Dollars in Billions)

Cost Areas Available California

Nationwide Estimate
Individualsand Famities a4 sas
Unemployment Insurance Benefits $120.0 $20.0
Economic Impact Payments ($600 per person) $166.0 $18.3
Food Assistance $13.0 $1.3
Rental and Utility Assistance $25.0 $2.6
Funeral/Burial Assistance $2.4 $0.2
Test Trace, Vaceinate  sei %22
Testing and Contact Tracing $19.5 $1.8
Testing in Rural and Underserved Communities $2.8 TBD
Vaccine Development $19.7 -
Vaccine Manufacturing and Distribution $8.8 $0.4
Strategic National Stockpile (PPE) $3.3 -
HealtoMental Health —— ss  s07
Provider Relief $3.0 $0.2
Increase Medicare Provider Payments $3.0 TBD
Mental Health and Substance Use Disorders $4.3 $0.5

Small Business Support/Paycheck Protection

(excluding airlines) R0 ez
Live Venues $15.0 TBD
Child Care/Head Start $10.3 $1.0
Agriculture (Farmers, Ranchers) $13.0 $0.6
Loans to Underserved Communities $15.0 TBD
Airlines (Paycheck Protection) and Airport Improvements $18.0 $0.4
Transit/Bus/Amtrak $17.0 $2.0
State Highways $9.8 $0.9
Edueaton s sl
Primary and Secondary $54.3 $6.8
Governor's Emergency Education Relief (GEER) Funds $1.3 $0.2
GEER - Private Schools $2.8 $0.2
Higher Education $22.7 $2.9

Totals $887.0 $105.5
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EMERGENCY RESPONSE

ver the past five years, the state has experienced unprecedented emergencies,
including severe drought, earthquakes, intense storms with associated flooding,
and now the historic COVID-19 Pandemic.

Additionally, the impacts of climate change continue to intensify and lengthen the fire
season in California. In 2020, 9,000 wildfires burned over 4 million acres—more than all of
the acres burned in 2017 and 2018 combined. Six of the largest wildfires in the state’s
history occurred in August and September of 2020.

Accordingly, the Budget builds on recent investments to continue to enhance the
state’s ability to prepare for and respond to future disasters and protect vulnerable
communities.

OFFICE OF EMERGENCY SERVICES

The state is responsible for mitigating the effects of disasters and for protecting the lives
and property of the people of California. Under the authorities of the California
Emergency Services Act, the California Governor's Office of Emergency Services

(Cal OES) serves as the state’s leadership hub during all major emergencies and
disasters. This includes responding, directing, and coordinating state and federal
resources and mutual aid assets across all regions to support the diverse communities
across the state.
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Cal OES also supports local jurisdictions and communities through planning and
preparedness activities, tfraining, and facilitating the immediate response to an
emergency through the longer-term recovery phase. During this process, Cal OES serves
as the state’s overall coordinator and agent to secure federal government resources
through the Federal Emergency Management Agency. The Budget includes $1.9 billion
($443.1 million General Fund) and 1,119.2 positions for Cal OES.

STRENGTHENING CALIFORNIA’S EMERGENCY CAPACITY AND CAPABILITIES

California’s emergencies and disasters have become more frequent, complicated, and
often involve numerous counties and regions across the state. Consequently, Cal OES is
developing a spring proposal to strengthen its ability to respond to increasingly complex
disasters, security threats, and emergencies; lead multi-faceted, long-term recovery
efforts across California; and strengthen equity and connections with vulnerable
communities. The areas of focus for this proposal are:

* Reducing Reliance on Redirected Staff—When major emergencies or disasters
occur, Cal OES redirects existing staff to operate the California’s State Operations
Center or Regional Emergency Operations Centers to respond to the events. Staff
are also redirected to support Joint Field Offices embedded within the community
to support recovery operations. Cal OES will explore ways to address the delays and
incomplete work resulting from this coordinated redirection of staff and leadership
teams from core Cal OES functions to support emergency response and recovery
activities, which adversely impacts the organization’s ability to fulfill its responsibilities
and ultimately support response and recovery efforts.

* Technology and Data Analytics—The recent disasters have highlighted the need for
greater technological capabilities to access and utilize data swiftly for situational
awareness and in a manner that supports data-informed decision-making in real
time. Cal OES has partnered with state technology experts to design dashboards to
capture and utilize data, but more resources are needed to support technology
and data capabilities on an ongoing basis.

* Strengthening Equity and Connections with Communities—California’s disasters
have had a significant impact on communities across the diverse state, but some
communities have been hit harder than others. A strong connection between
California’s diverse communities and the emergency response network is key to
better planning and preparation for disasters and swiftly meeting community needs
during and after the emergency event. Cal OES is exploring ways to further
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strengthen connections with all communities by building upon the work of the LISTOS
campaign and reviewing approaches to advance equity and enhance cultural
competence in delivering emergency response.

ENHANCING EMERGENCY PREPAREDNESS AND RESPONSE

The Budget includes an additional $282 million General Fund for Cal OES for the
following targeted investments:

» Cadlifornia Disaster Assistance Act (CDAA)—$256.1 million one-time General Fund to
assist local governments in serving their communities during and in the wake of
emergency events. This funding will be used to repair, restore, or replace public real
property damaged or destroyed during disaster events or reimburse local
governments for eligible costs associated with emergency activities undertaken in
response to a state of emergency proclamation by the Governor.

* Cadlifornia Earthquake Early Warning System—$17.3 million one-time General Fund to
support the California Earthquake Early Warning System while ongoing revenue
options continue to be evaluated and pursued. Following years of research and
development, initial operation of the system began in October 2019 and is
anticipated to be fully operational statewide by June 2021. The system continues to
improve and be integrated with critical infrastructure facilities, such as
manufacturing, hospitals, schools, transportation systems, and public safety offices.

* Regional Hazardous Materials Response—$3.6 million ongoing General Fund to build
the state’s ability to respond to regional emergencies involving hazardous materials.
California has 12 Regional Hazardous Material Response teams positioned
throughout the state to respond to hazardous material incidents. These teams are
specially equipped to be immediate response resources to mitigate these types of
emergencies. This will continue the state’s investment to bolster this critical statewide
emergency response function.

* Deferred Maintenance—$5 million one-time General Fund to address identified
deferred maintenance needs, as described in the Five-Year Infrastructure Plan.

Additionally, the early action package proposes $25 million one-time General Fund in
2020-21 for Cal OES ($21.9 million) and the Department of Forestry and Fire Protection
($3.1 million) to support implementation of a home hardening pilot grant program, as
referenced in the Wildfire and Forest Resilience Expenditure Plan section of the Climate
Change Chapter.
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DEPARTMENT OF FORESTRY AND FIRE PROTECTION

The Department of Forestry and Fire Protection (CAL FIRE) provides resource
management and wildland fire protection services covering over 31 million acres. It
operates 234 fire stations and also staffs local fire departments when funded by local
governments. CAL FIRE confracts with county agencies in six counties to provide
wildland fire protection services. The Budget includes $2.9 billion ($2 billion General
Fund) and 8,735.1 positions for CAL FIRE.

In recent years, the state has made strategic investments to bolster the state’s
firefighting capabilities in light of the ongoing wildfire crisis. This has included adding
more firefighters to provide surge capacity throughout the fire season and beyond
based on fire conditions, increasing the number of year-round fire engines, and
implementing enhanced technology such as wildfire prediction and modeling software
and fire detection cameras.

However, the ongoing impacts of climate change on California’s wildlands continue to
drive critically dry fuel conditions and longer, more severe fire seasons. The Budget
makes further investments to enhance CAL FIRE's fire prevention and suppression
capacity.

* CAL FIRE Emergency Preparedness and Response: Additional Fire
Crews—$143.3 million one-time General Fund in 2021-22, $124.5 million ongoing
General Fund, and $24.2 million one-time General Fund in out-years for related
capital outlay costs for CAL FIRE and the California Conservation Corps (CCC) to
support 30 additional fire crews, including 16 seasonal firefighter crews and 14 CCC
crews. In recognition of the continuing climate impacts on fuel conditions and
existing population trends in the California Department of Corrections and
Rehabilitation’s Conservation Camp program, these fire crews will enable CAL FIRE
to respond to larger and more damaging wildfires throughout the fire season
and complete priority fuel reduction projects to reduce wildfire risk in fire-threatened
areas.

* Wildfire and Forest Resilience Strategy—The Budget also includes $1 billion for a
comprehensive package of resources to increase the pace and scale of forest
health activities and decrease fire risk, including $581 million for CAL FIRE in 2020-21
and 2021-22, as explained in the Climate Change Chapter.
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Additionally, the Administration has initiated the integration of new firefighting aircraft
info CAL FIRE's fleet fo meet the challenges associated with increased wildfire activity.
The Budget includes $48.4 million to support the phasing in of these aircraft as quickly as
possible to enhance CAL FIRE's ability to respond to wildfire incidents.

* Black Hawk Helicopters—The replacement of CAL FIRE's Vietnam War-era helicopter
fleet with new technologically advanced S70i Black Hawk helicopters was initiated
in 2017-18, and the 2020 Budget Act included funding to purchase the remaining
3 helicopters to complete the replacement of all 12 CAL FIRE helicopters. Three new
Black Hawk helicopters have been deployed so far, and it is estimated that four
more Black Hawk helicopters will be put into operation sometime during the 2021
fire season (for a total of seven). CAL FIRE expects to put the remaining five
helicopters into operation in 2022.

* Large Air Tankers—The 2019 and 2020 Budget Acts included funding for CAL FIRE to
phase in the seven large C-130H Iarge air tankers that will be transferred from the
federal government starting in 2021-22. The air tankers, currently owned by the
U.S. Coast Guard, are being retrofitted by the U.S. Air Force utilizing $150 million in
federal funding. CAL FIRE is continuing to prepare for the arrival of these aircraft by
training and certifying new dedicated flight crews and mechanics, and
cross-training and certifying its existing pilots to fly the aircraft for maximum
operational efficiency and effective wildland fire response. The Administration is
actively working with its federal partners to meet the expected 2021-22 arrival of the
aircraft.

The Budget also includes $5 million one-time General Fund to provide a research grant
to California State University, San Marcos to study enhanced firefighting equipment and
strategies to protect firefighters from conditions present during wildfires in the wildland
urban interface.

UTiLiTY WILDFIRE MITIGATION AND SAFETY

Chapter 81, Statutes of 2019 and Chapter 79, Statutes of 2019 established a new
Wildfire Safety Division (Division) within the Public Utilities Commission effective
January 1, 2020. In its first year, the Division has made significant progress towards
fulfilling its mission of advancing long-term utility wildfire safety. This includes:
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* Reviewing and approving utility wildfire mitigation plans, issuing safety certificates to
electrical utilities, conducting safety culture assessments, and performing its
statutorily mandated oversight responsibilities.

* Developing a strategic roadmap, through a public process, to guide the work of the
Division in collaboration with key stakeholders—including CAL FIRE, Cal OES, and the
Forest Management Task Force.

* Drafting performance metrics to evaluate wildfire mitigation plans as well as a field

audit program to monitor utilities’ compliance with their plan.

These wildfire mitigation efforts will continue in collaboration with local, state, and
federal partners to help the state reduce the risks associated with utility-caused
wildfires.
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K-12 EDUCATION

alifornia provides academic instruction and support services to nearly six million
C students in grades kindergarten through twelve in more than 10,000 schools
throughout the state. A system of 58 county offices of education, approximately 1,000
local school districts, and more than 1,200 charter schools provides instruction in English,
mathematics, history, science, and other core competencies to provide students with
the skills they will need upon graduation to either enter the workforce or pursue higher
education.

The upward revision of General Fund revenues has resulted in significant increases in the
Proposition 98 Guarantee. Proposition 98 funding for K-12 schools and community
colleges for 2021-22 is $85.8 billion. This represents an increased investment of

$14.9 billion in schools and community colleges above the level funded in the

2020 Budget Act, and the highest level of funding for K-14 schools ever. When
combined with a one-time supplemental allocation of $2.3 billion and the benefit of
CalSTRS and CalPERS rates ($1.1 billion), the state funding available to schools increases
to $89.2 billion.

ADDRESSING IMMEDIATE NEEDS TO REOPEN SCHOOLS SAFELY

Since March 2020, as a result of the COVID-19 Pandemic, a majority of the state's
school-age children have not had access to in-person instruction. These conditions are
affecting children's learning, health, and social-emotional well-being. Additionally,

a November 2020 report from the federal Centers for Disease Control and Prevention

GOVERNOR'S BUDGET SUMMARY — 2021-22 57



K-12 EDUCATION

reported that nationally the proportion of mental health-related visits (to hospital
emergency departments) for children aged 5-11 years and adolescents aged 12-17
years increased by approximately 24 percent and 31 percent, respectively, compared
with those in 2019.

The 2020 Budget Act included significant investments of more than $6.7 billion fo enable
schools to mitigate COVID-19 Pandemic impacts on students, and provided schools
with guidance and resources to maximize safe in-person services to students. The
Administration continues to respond to the needs of the state’s public education system
in real time, recognizing that impacts of the pandemic on student learning and mental
health continue. As part of these efforts, the Administration is working with the
Legislature to take early action that will provide resources to address some of the most
pressing needs of schools and students so that additional resources will be available for
in-person learning in the 2020-21 school year.

IN-PERSON INSTRUCTION GRANTS

COVID-19 Pandemic-related disruptions to student learning and support services are
best mitigated by providing students with access to in-person instruction. This is most
important for students with other barriers to distance learning, especially those with
disabilities, those struggling with behavioral health issues, and the state's youngest
learners. It is the expectation of the Administration that as many of these students as
possible have the option to receive in-person instruction in the 2020-21 school year,
subject to public health directives, and that all students have access to in-person
instruction in 2021-22.

To that end, the Budget includes $2 billion one-time Proposition 98 General Fund
available beginning in February 2021, to augment resources for schools to offer
in-person instruction safely. This funding will be available on a per-pupil basis for all
county schools, school districts, and charter schools (with the exception of
non-classroom based charters schools and independent study programs) that are open
for in-person instruction by specified dates. For schools that continue offering or begin
offering in-person instruction for at least all TK-2nd grade students, all students with
disabilities, youth in foster care, homeless youth, and students without access to
technology or high-speed Internet by February 16, and all 3rd-6th grade students by
March 15, base grant amounts will be $450, increasing to more than $700 per pupil for
schools with a high enrollment of low-income students, youth in foster care, and English
language learners. Schools with later start dates will qualify for a proportionally lower
base grant, except those in counties with high rates of community spread. Schools in
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counties with high rates of community spread will be eligible for the full February grant
amount if they open for in-person instruction pursuant to state and local health
guidance once their rates of community spread sufficiently decline. Funds may be
used for any purpose that supports in-person instruction, including:

* Enhancing and expanding COVID-19 testing
* Purchasing personal protective equipment

* Improving ventilation and the safety of indoor or outdoor learning spaces

* Teacher or classified staff salaries for those providing and supporting in-person
instruction

» Social and mental health support services provided in conjunction with in-person
instruction

As a condition of receiving grant funds, schools will be required to complete a
COVID-19 School Safety Plan in compliance with state Department of Public Health
and occupational health safety requirements, and will be required to adopt and
implement a plan for COVID-19 surveillance testing for staff and students that aligns
with state public health guidance.

EXPANDED LEARNING TIME AND ACADEMIC INTERVENTIONS GRANTS

K-12 students have had significant educational disruptions related to the COVID-19
Pandemic school closures. Although the state has allocated significant additional
funding to schools, including $4.4 billion from the Coronavirus Relief Funds allocated to
the state. These funds have helped districts distribute computers and mobile hot spots
and support to improve on-line instruction. Nevertheless, the pandemic and distance
learning poses challenges to student achievement and well-being, especially for the
youngest students, students in special education, and students in jeopardy of not
completing graduation requirements.

To address learning loss due to the pandemic, the Administration proposes to allocate
$4.6 billion in one-time Proposition 98 General Fund for early action by the Legislature.
This will provide districts with fime to design targeted interventions that focus on students
from low-income families, English language learners, youth in foster care, and homeless
youth, including an extended school year or summer school. These funds will be eligible
for targeted strategies that address learning loss related to the pandemic, including
community learning hubs.
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FEDERAL COVID-19 RELIEF FUNDS

The recent federal COVID-19 relief bill provides $54.3 billion Elementary and Secondary
Schools Emergency Relief Fund (ESSER) for public K-12 schools and $4 bilion Governor’s
Emergency Education Relief Fund (GEER) for both public and private pre-kindergarten
through higher education institutions. Based on prior allocations, California could
receive more than $6 billion ESSER (of which 90 percent would go directly to Title |
schools) and $400 million GEER. These resources will assist schools in reopening and
remaining open for in-person instruction and addressing the immediate needs of
students.

PROPOSITION 98

The annual funding level for K-12 schools and community colleges is determined by the
Proposition 98 formula, a constitutional initiative approved by California voters in 1988
that guarantees K-12 schools and community colleges a minimum level of funding from
state and local property taxes. Proposition 98 is designed to increase education funding
each year by either: (1) funding K-14 education at its 1986-87 proportion of General
Fund (known as Test 1), (2) applying growth in average daily attendance (ADA) and
growth in per capita personal income to the prior year Proposition 98 funding level
(known as Test 2), or (3) applying growth in ADA and growth in per capita General Fund
to the prior year Proposition 98 funding level (known as Test 3). Largely due to projected
increases in revenues and year-over-year declines in ADA, Test 1 is projected to be
operative for all fiscal years 2019-20 through 2021-22.

Proposition 98 funding for K-12 schools and community colleges for 2021-22 is

$85.8 billion, the highest level of funding for K-14 schools ever (Proposition 98

Funding). This represents an increase of $14.9 billion over the 2020-21 level funded in the
2020 Budget Act. The Proposition 98 funding levels for the 2019-20 and 2020-21 fiscal
years increased from 2020 Budget Act levels by $1.9 billion and $11.9 billion,
respectively, due almost exclusively to increased General Fund revenues in all fiscal
years.

Reflecting the changes to Proposition 98 funding levels noted above, total K-12
per-pupil expenditures from all sources are projected to be $18,837 in 2020-21 and
$18,000 in 2021-22—the highest levels ever (K-12 Education Spending Per Pupil). The
decrease between 2020-21 and 2021-22 reflects the significant allocation of one-time
federal funds in 2020-21. Ongoing K-12 per-pupil expenditures of Proposition 98 funds
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Proposition 98 Funding
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LocAL CONTROL FUNDING FORMULA (LCFF)

The Administration is committed to funding public schools through the LCFF to support
all students, with greater support for students from low-income families, English
language learners, and youth in foster care. The formula responds to research and
practical experience that indicates that these students often require supplemental
services and support to be successful in school. The formula includes the following major
components:

* A base grant for each local educational agency per unit of ADA, including an
adjustment of 10.4 percent to the base grant to support reducing class sizes in
grades K-3, and an adjustment of 2.6 percent to reflect the cost of operating career
technical education programs in high schools.

* A 20-percent supplemental grant for English learners, students from low-income
families, and youth in foster care to reflect increased costs associated with
educating those students.

e An additional concentration grant of up to 22.5 percent of a local educational
agency's base grant, based on the number of English learners, students from
low-income families, and youth in foster care served by the local educational
agency that comprise more than 55 percent of enrollment.

The county office of education formula includes: (1) a base grant for each county
office of education per unit of ADA to support instruction of students who attend
community schools and juvenile court schools, and (2) unrestricted funding, inclusive of
the resources necessary for administrative and technical support of local educational
agencies in developing and approving local accountability plans based on the ADA of
all students in the county.

Due to a significant reduction in available revenues, the 2020 Budget Act did not
provide a statutory cost-of-living adjustment for the LCFF in 2020-21. To make up for this,
the Budget funds the LCFF in 2021-22 with both the 2020-21 cost-of-living adjustment
(2.31 percent) and the 2021-22 cost-of-living adjustment (1.5 percent), creating a
compounded combined cost-of-living adjustment of 3.84 percent, and increasing
ongoing LCFF funding by $2 billion Proposition 98 General Fund, when adjusted for
declining ADA. This increase brings total LCFF funding to $64.5 billion, and funds all local
educational agencies at their full LCFF target level.
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PUBLIC SCHOOL SYSTEM STABILIZATION ACCOUNT

Proposition 2, enacted by voters in 2014, established the Public School System
Stabilization Account, also referred to as the Proposition 98 Rainy Day Fund, within the
Proposition 98 Guarantee as a mechanism to lessen the impact of volatile state
revenues on K-14 schools. A deposit is made intfo the Account in a fiscal year when all
of the following conditions are met:

» State General Fund revenues from capital gains exceed 8 percent of total
revenues;

* Proposition 98 Test 1 is operative;

* Proposition 98 maintenance factor obligations created prior to 2014-15 have been
paid;

* The Proposition 98 required minimum funding level is not suspended; and

* The Proposition 98 funding level is greater than the prior year's funding level less any
deposits into the Account, adjusted for attendance growth and inflation.

The Budget projects that deposits into the Account are required in 2020-21 and 2021-22.
Pursuant to Proposition 2, the amount deposited into the Account is the difference
between the Test 1 funding level and the prior year funding level adjusted for growth
and inflation, but not more than the amount of capital gains revenues in excess of

8 percent of total revenues. This results in required deposits of $747 million in 2020-21 and
$2.2 billion in 2021-22, for a projected Account balance of $3 billion.

Under current law, there is a cap of 10 percent on school district reserves in fiscal years
immediately succeeding those in which the balance in the Account is equal to or
greater than 3 percent of the total K-12 share of the Proposition 98 Guarantee
(approximately $2.3 billion). The balance of $3 billion in 2021-22 triggers school district
reserve caps beginning in 2022-23.

DEFERRALS

Pandemic-driven revenue reductions anficipated at the 2020 Budget Act created the
need to defer LCFF apportionments, in the amounts of $1.9 billion in 2019-20, growing fo
more than $11 billion in 2020-21. The Budget pays off the full K-12 deferral in 2019-20 and
$7.3 billion of the K-12 deferral in 2020-21, leaving an ongoing K-12 deferral balance of
$3.7 billion in 2021-22. At this new lower level, local educational agencies will
experience only a few weeks of delay in receiving apportionment in 2021-22 (as
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opposed to ten-months of delay in 2020-21), as it will only impact their June 2022
apportionment, which will be delayed into July 2022.

ADDITIONAL FUNDING FOR K-14 EDUCATION

The Budget reflects $3.4 billion in non-Proposition 98 General Fund for K-14 education. In
addition, K-14 schools are expected to receive billions of additional federal funds from
the recently approved federal COVID-19 relief bill.

SUPPLEMENTAL PAYMENT

The 2020 Budget Act included a multi-year plan to supplement Proposition 98 and
mitigate projected declines due to revenue reductions. Specifically, the 2020 Budget
Act projected that the Proposition 98 funding levels in 2019-20 and 2020-21 would drop
below the target funding level (Test 2), by a total of approximately $12.4 billion. To
accelerate the recovery from this anticipated funding reduction, the 2020 Budget Act
included annual supplemental appropriations above the constitutionally required
Proposition 98 funding level, beginning in 2021-22, in an amount equal to one and
one-half percent of General Fund revenues per year, up to $12.4 billion. The

2020 Budget Act also proposed to increase K-14 schools’ share of the General Fund
from approximately 38 percent of the General Fund in Test 1 years to 40 percent of
General Fund.

Instead of a $12.4 billion drop in Proposition 98 funding in 2019-20 and 2020-21, the
Budget now projects a decline of $511 million and the Guarantee is now at a level that,
under previous projections, would have taken years to reach. As a result, the Budget
proposes to remove the supplemental payment from statute. However, in recognition
of the extraordinary needs of students and the public school system related to the
COVID-19 Pandemic, the Budget includes a one-time supplementary payment to K-14
schools of $2.3 billion in 2021-22.

CALPERS/CALSTRS CONTRIBUTIONS

The 2019 Budget Act included $850 million one-time General Fund to buy down local
educational agency employer contribution rates for the California State Teachers’
Retirement System (CalSTRS) and the California Public Employees’ Retirement System
(CalPERS) in 2019-20 and 2020-21, as well as $2.3 billion one-time General Fund to pay
down the employers’ share of long-term unfunded liability. To provide local educational
agencies with increased fiscal relief, the 2020 Budget redirected the $2.3 billion General
Fund paid to CalSTRS and CalPERS towards long-term unfunded liabilities to instead
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further reduce employer conftribution rates in 2020-21 and 2021-22. For 2021-22, CalSTRS
will apply $820 million to reduce the employer rate from 18.1 percent to approximately
15.92 percent, and CalPERS will apply $330 million to reduce the Schools Pool employer
contribution rate from 24.9 percent to 23 percent.

OTHER POLICY ISSUES
AVERAGE DAILY ATTENDANCE (ADA) COLLECTION

The 2020 Budget Act included several policies designed to support funding stability for
local educational agencies given the COVID-19 Pandemic. These policies included:

An ADA hold-harmless for 2020-21 apportionment calculation.

* Requirements for distance learning supports for students with exceptional needs,
English language learner students, youth in foster care, youth experiencing
homelessness, and students in need of mental health supports.

* Requirements for minimum daily interaction with students in distance learning.

* Requirements for documenting student participation and engagement, and for
creating and implementing tiered re-engagement strategies for students who do
not participate.

Building on lessons learned from the 2020-21 school year, the Budget establishes new
expectations for local educational agencies in how they serve students and how the
state funds them. Specifically:

e The Budget assumes that in-person instruction is the default mode of instruction in
2021-22. In specific circumstances, and as a result of health and safety concerns,
there may continue to be a need to offer alternative models of instruction for some
students. The Administration is committed to working with the Legislature and
stakeholders throughout the spring on the frameworks for out-of-classroom
instruction, including the independent study program, to support more efficient and
effective models of instruction, and allow local educational agencies to use
well-designed models of instruction if in-person instruction is suspended temporarily
for health and safety reasons in 2021-22 and beyond.

* The Budget does not include a new ADA hold harmless in 2021-22. However,
because of the ADA hold harmless provided in the 2020 Budget Act, local
educational agencies that experience enrollment declines in 2021-22 will retain the

GOVERNOR'S BUDGET SUMMARY — 2021-22 65



K-12 EDUCATION

ability to receive apportionment based on the higher of their 2019-20 or 2020-21
ADA, pursuant to the existing hold harmless provisions included in LCFF statute.

FISCAL ACCOUNTABILITY

As previously discussed, a critical component of the LCFF is the additional funding
provided to local educational agencies through supplemental and concentration
grants. The Administration remains focused on equity and ensuring that funds are
allocated to support services for those students with the greatest need. The

2020 Budget Act provided funding for initiatives to increase transparency around local
educational agencies’ use of these funds, through the creation of an online local
control and accountability plan (LCAP) portal and co-location of school accountability
documents on a single website. These resources are currently under development and
will complement recent changes to the LCAP template that provide additional
information on the actual expenditure of supplemental and concentration grant
funds.

To build on this work, the Budget includes statutory changes to address concerns that
some local educational agencies allocate funds for increased and improved services
and then leave them unspent, reallocating them for other purposes in future years. This
statutory language requires that, once established, a local educational agency’s
responsibility to increase and improve services continues until fulfilled, and increases the
specificity required of county offices of education in their review of local educational
agencies’ LCAPs.

ADULTS IN CHARTER SCHOOLS

State law does not allow charter schools to receive state apportionment funding for
students above 19 years of age, unless a student has been continuously enrolled and is
making satisfactory progress towards a high school diploma, or the charter school
provides instruction exclusively in partnership with a specified state or federal
job-training program. However, there is inconsistency in how some charter schools
interpret the phrase “exclusively in partnership with” a state or federal job-training
program. This has resulted in tens of millions of dollars in LCFF funding, at a rate that is
increasing every year, being allocated for adult students in charter school programs
that do not align with the intent of the existing statute. The Budget clarifies the existing
law, eliminates any uncertainty, and provides the Department of Education with the
authority to collect information from charter schools that receive funding for adult
students and validate their compliance with the governing statutes. The proposal would
preserve existing programs funded in 2019-20 after a review of the program.
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ADDRESSING EQUITY

INVESTING IN EDUCATORS

The demands on teachers, administrators, and classified staff during the COVID-19
Pandemic have been infense and unprecedented. These essential workers have
balanced the challenges of developing and delivering curriculum in a distance
learning or hybrid context, providing intensive and targeted in-person instruction in small
groups for those students most disadvantaged by distance learning, and addressing
the acute needs of students and families experiencing elevated levels of stress and
economic insecurity. Educators will continue to contend with a wide range of
challenges as students return to campus. Additionally, in some cases the pandemic has
accelerated retirements, reduced the number of prospective teachers, and otherwise
led to changes exacerbating existing educator shortages.

The Administration is committed to providing educators with the tools they need, both
in the short term and long term, to successfully meet the needs of students. The Budget
includes a comprehensive $315.3 million package for educator professional
development, with emphases on developing quality training in high-need areas and
providing timely access to training, specifically:

e $250 million one-time Proposition 98 General Fund for the Educator Effectiveness
Block Grant to provide local educational agencies with resources to expedite
professional development for tfeachers, administrators, and other in-person staff, in
high-need areas including accelerated learning, re-engaging students, restorative
practices, and implicit bias fraining.

¢ $50 million one-time Proposition 98 General Fund to create statewide resources and
provide targeted professional development on social-emotional learning and
tfrauma-informed practices (also referenced in the Student Health and Well-Being
section below).

e $8.3 million one-time Proposition 98 General Fund for the California Early Math
Initiative to provide teachers with professional development in mathematics
teaching strategies for young children pre-K through third grade through the
statewide system of support.

¢ %7 million one-time non-Proposition 98 General Fund to the University of
California Subject Matter Projects to create high-quality professional development
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on learning loss in core subject matter content areas like reading and math, and in
ethnic studies (also referenced in the Higher Education Chapter).

e $5 million one-time Proposition 98 General Fund to fund professional development
and instructional materials for local educational agencies who are offering, or
would like to offer, courses on ethnic studies.

The Administration is also committed to increasing the number of well-prepared
teachers in the public school system. A well-prepared educator workforce is a
significant factor in improving student achievement and in closing the achievement
gap. This is especially true post-pandemic, as students deal with the long-term
academic impacts of COVID-19. Current teacher shortages, further exacerbated by
retirements and teachers leaving the profession due to the pandemic, require efforts to
strengthen the teacher pipeline. The Budget includes $225 million to improve the state’s
teacher pipeline, specifically:

e $100 million one-time non-Proposition 98 General Fund for continued investment in
the Golden State Teacher Grant Program, which provides grants to students
enrolled in teacher preparation programs who commit to working in high-need
fields and at schools with high rates of under-prepared teachers (also referenced in
the Higher Education Chapter).

e $100 million one-time Proposition 98 General Fund to expand the Teacher Residency
Program, which supports clinical tfeacher preparation programs dedicated to
preparing and retaining teachers in high-need communities and subject areas,
including special education, bilingual education, and STEM.

e $25 million one-time Proposition 98 General Fund to expand the Classified School
Employees Credentialing Program, which provides grants to local educational
agencies to recruit non-certificated school employees to become certificated
classroom teachers.

Additionally, the Budget creates new pathways for prospective teachers to establish
basic skills and subject matter competency, through coursework and upgrades to
existing examinations.

FREE APPLICATION FOR FEDERAL STUDENT AID (FAFSA)

Historical data from the California Student Aid Commission indicate that
underrepresented students are less likely to complete the FAFSA, thereby causing many
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Pell grant-eligible students to forego available state and federal financial aid funding.
Recent data trends indicated that FAFSA filings among underrepresented student
populations have decreased this year.

To address these concerns, the Budget requires local educational agencies to confirm
that all high school seniors complete a FAFSA or California Dream Act Application
beginning in the 2021-22 academic year.

SPECIAL EDUCATION

Nationwide, local educational agencies are required by federal law to provide
appropriate and comprehensive educational programs for students with disabilities,
from ages 3 through 22. However, federal funding for support services for these students
does noft reflect the rising cost of special education services. Congress has set a goal of
40 percent for the federal share of costs of special education services, but averages
only about 10 percent of costs in California. Additionally, the federal government
provides the state with only a fraction of the funding necessary to support mandated
services for preschool-age children with disabilities. Recognizing the federal funding
deficiencies, the state significantly augments federal funding to local educational
agencies for special education services, providing approximately $3.9 billion in 2020-21,
compared to the federal allocation of $1.4 billion.

It is a priority of the Administration to improve local educational agencies’ ability to
effectively support students with disabilities. The achievement gap is most pronounced
for children with disabilities. Many of California’s children with disabilities are also English
learners, come from low-income families, and/or are served by the foster care system,
compounding equity challenges that have been exacerbated by the COVID-19
Pandemic. While investments described earlier in this section will provide local
educational agencies with critical resources to address the acute needs of students
with disabilities in the near term, the Administration remains dedicated to continuing to
build out systemic supports to close the achievement gap of students with disabilities.
Over the last two years, the Administration has worked with the Legislature to augment
special education funding by more than $1.5 billion, including adding $545 million
ongoing Proposition 98 General Fund to the special education base funding

formula. These investments were targeted to effective strategies to address the
complex needs of students with disabilities and their educators, including:

* Providing additional resources to local educational agencies for direct services for
students,
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* Investing in educators’ professional development and expanding the educator
pipeline,

* Expanding and improving supportive services for students and families, and

* Investing in improved collaboration and coordination among state and locall
agencies.

The Budget builds on these strategies by further investing in early interventions, which
research suggests provide the best outcomes for students and long-term savings for
local educational agencies, and improving the ability of local educational agencies to
draw down federal funds for medical interventions. Specifically, the Budget provides:

* $300 million ongoing Proposition 98 General Fund for the Special Education Early
Intervention Grant to increase the availability of evidence-based services for infants,
toddlers, and preschoolers.

* $5 million one-time Proposition 98 General Fund o establish professional learning
networks to increase local educational agency capacity to access federal
Medi-Cal funds, and $250,000 for a lead county office of education to provide
guidance for Medi-Cal billing within the statewide system of support. The
Administration will continue to evaluate the need for additional resources to support
local educational agencies in accessing Medi-Cal reimbursement.

* $500,000 one-time Proposition 98 General Fund for a study to examine certification
and oversight of non-public school special education placements.

STUDENT HEALTH AND WELL-BEING

Conditions associated with poverty, including food insecurity, housing and employment
instability, and inadequate health care, create substantial and compounding barriers
to learning. These barriers have been further exacerbated by the COVID-19 Pandemic,
which has increased economic challenges, particularly for low-income families.
Approximately 3.7 million students, or 60 percent of the K-12 student population, are
from socioeconomically disadvantaged households.

In order to stem the long-term effects of the pandemic, the Budget includes the
following investments aimed at equipping schools and educators with the resources
necessary to effectively partner with other governmental entities in addressing the
overall well-being of the children they serve.
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COMMUNITY SCHOOLS

Community school programs can help to mitigate the educational disadvantages
associated with poverty and improve students’ attendance, behavior, and
achievement by making schools a hub for community resources. These programs offer
a unigue model to more efficiently and effectively provide integrated educational,
health, and mental health services to students with a wide range of needs. Currently,
some county offices of education and school districts support community school
initiatives that offer coordinated access to a range of community services, on- or
off-campus, including before and after school care.

The 2020 Budget Act included $45 million in federal funds to county offices of education
to support existing community school programs. The Budget builds on this investment
with an additional $264.9 milion one-time Proposition 98 General Fund to enable locall
educational agencies to expand existing networks of community schools and establish
new community schools, and to coordinate a wide range of services to these schools,
with priority given to schools in high-poverty communities. This funding will be available
to develop new and expand existing models of community schools.

STUDENT MENTAL HEALTH

Isolation and uncertainty caused by the COVID-19 Pandemic have impacted children
as well as adults. Preliminary data suggest that depression and anxiety may have
increased in children during the pandemic. These issues are complex and require the
collaborative work of many across several state and local agencies.

To support children and families with behavioral health challenges and promote
wellness on school campuses, the Budget includes several initiatives to increase services
to children and improve coordination between county behavioral health departments
and public school systems. As discussed in the Health and Human Services Chapter, the
Budget provides $400 million one-time in a mix of federal funds and General Fund,
available over multiple years, for the Department of Health Care Services to implement
an incentive program through Medi-Cal Managed Care Plans, administered by county
behavioral health departments and schools. This innovative effort would build
infrastructure, partnerships, and statewide capacity to increase the number of students
receiving preventive and early intervention behavioral health services from schools,
providers in schools, or school-based health centers.

GOVERNOR'S BUDGET SUMMARY — 2021-22 71



K-12 EDUCATION

The Budget also includes an additional $25 million one-time Mental Health Services
Fund, available over multiple years, to expand the Mental Health Student Services Act
Partnership Grant Program, which funds partnerships between county behavioral health
department and schools. Priority for the grants will be given to high-poverty and rural
schools, with funds supporting suicide and drop-out prevention services, outreach to
high-risk youth, and other strategies that respond to the mental health needs of
students.

The Budget provides $25 million ongoing Proposition 98 General Fund to fund innovative
partnerships with county behavioral health to support student mental health

services. This funding would be provided to local educational agencies to match
funding in county Mental Health Services Act spending plans dedicated to the mental
health needs of students.

SCHOOL CLIMATE SURVEYS

To support widespread access and use of school climate surveys, the Budget includes
$10 million one-time Proposition 98 General Fund for a county office of education to:

* Make information available on valid, reliable, and appropriate school climate
surveys for purposes of helping local educational agencies better assess community
needs stemming from the COVID-19 Pandemic and distance learning, including
surveys for students, families, and educators.

* Provide grants to local educational agencies to implement enhanced survey
instruments and support start-up costs associated with conducting annual school
climate surveys.

* Provide fraining for local educational agencies on interpreting data and using
responses collected to inform continuous improvement efforts.

EARLY LEARNING

Since 2019, the state has invested approximately $400 million ongoing to expand early
education and child care. The COVID-19 Pandemic has disrupted the child care system
and federal funding has been critical to reducing long-term losses in this system. The
Budget focuses on avoiding further loss in this system and builds on the
recommendations made in the Master Plan for Early Learning and Care.
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As discussed in the Health and Human Services Chapter, the Master Plan for Early
Learning and Care was released on December 1, 2020, and provides
recommendations and a multi-year plan for tfransforming the state’s child care and
early education systems. Specific to pre-kindergarten education programs, the Master
Plan's recommendations include:

* Promoting school readiness by providing access to transitional kindergarten (TK) for
all four-year-olds and to public preschool for allincome-eligible three-year-olds, in
full-inclusion settings;

* Improving quality of care by increasing access to full-day, full-year preschool
programs, and enhancing educator competencies and providing affordable and
accessible pathways for workforce advancement;

* Supporting equity by eliminating bias through practices and training, with specific
focus on children with disabilities and dual language learners; and

* Expanding early learning and care infrastructure.

The Budget begins the implementation of the Master Plan by expanding access to TK.
TK is the first year of a two-year kindergarten program, and is available to all children
who turn five on or between September 2 and December 2 of each calendar year.
Additionally, at their own discretion, many local educational agencies currently offer TK
to children who turn five after December 2. These local educational agencies do not
receive state funding for these students until they turn five.

To encourage more local educational agencies to offer TK to younger children
(thereby expanding access to publicly-funded preschool), the Budget includes

$250 million one-time Proposition 98 General Fund, available over multiple years, to
provide grants to local educational agencies that offer early access to TK, to help them
cover up-front costs associated with expanding their TK programs. Additionally, to
increase the number of highly qualified teachers available to serve TK students, the
Budget includes $50 million one-time Proposition 98 General Fund to support the
preparation of TK teachers and provide both TK and kindergarten teachers with training
in providing instruction in inclusive classrooms, support for English language learners,
social-emotional learning, trauma-informed practices, restorative practices, and
mitigating implicit biases.

Access to appropriate facilities is also essential to expanding access to TK, as well as
full-day early education programming. The state has made significant recent
investments in the development of kindergarten facilities, with the goal of moving more
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programs from part-day to full-day to improve educational outcomes for children and
to better accommodate working parents. The 2018 Budget Act included a total of
$100 million one-time General Fund for eligible school districts to construct new, or
retrofit existing, facilities for full-day kindergarten programs. Building upon this
investment, and consistent with the goal of converting existing part-day kindergarten
programs to full-day programs, the Budget includes $200 million one-time General Fund
for school districts to construct and retrofit existing facilities to support TK and full-day
kindergarten programes.

CRADLE-TO-CAREER DATA SYSTEM

California is developing a comprehensive longitudinal data system—the infrastructure
that enables policymakers, practitioners, and the public fo understand how

individuals use state programs to move along a path to achievement. Accordingly, the
state established the California Cradle-to-Career Data System Act in 2019 to guide the
planning for, and development of, a longitudinal data system.

Since enactment, over a dozen state agencies, numerous data experts, and a wide
range of stakeholders have engaged in an intensive and collaborative planning
process involving over 50 public meetings. The process resulted in consensus regarding
a series of concrete plans and proposals to connect information from early education
providers, K-12 schools, higher education institutions, employers, other workforce
entities, and health and human services agencies.

Learning lessons from other states and leveraging advances in technology, California’s
data system will lead the nation in multiple ways. First, the system will incorporate design
principles that promote “futureproofing” to the greatest extent possible, avoiding
challenges associated with outdated technical infrastructure. Second, the system wiill
reflect a "whole child” approach to serving Californians from cradle to career,
incorporating data from education-adjacent programs and institutions such as health
and human services. Third, the system will focus not only on what can be learned from
integrated data, such as insights about obstacles facing students transitioning from K-12
to postsecondary institutions, but also on what can be done with integrated data, such
as developing tools for students and families to navigate those same institutions.

The COVID-19 Pandemic has underscored the importance of implementing the state’s
vision for the Cradle-to-Career Data System. Preliminary evidence on the adverse
mental health impacts of the pandemic—and corresponding solutions—can be
informed by actual data linked between educational and health systems. Furthermore,

74 GOVERNOR'S BUDGET SUMMARY — 2021-22



K-12 EDUCATION

as the state accelerates its economic recovery, the data system can support tools that
empower students and families to plan for and pursue careers.

To support the continued development of the Cradle-to-Career Data System, the
Budget provides $15 million General Fund, of which $3 million is one-time, to establish an
office within the Government Operations Agency to provide support and resources for:

¢ The acquisition, development, and maintenance of the system’s analytfical tools,
including data storage and querying functions;

¢ The administration and maintenance of the data system;

* Updating the K-12 California Longitudinal Pupil Achievement Data System
(CalPADS) data system software to facilitate smoother system compatibility;

* Expanding eTranscript functionality to additional colleges and universities;

* The hiring of management level data system coordinators at the University of
California, California State University, California Student Aid Commission, and
California Community Colleges Chancellor’'s Office; and

* Governance and operational costs.

Additionally, the Budget provides $3.8 million ongoing Proposition 98 General Fund to
support the California Career Guidance Initiative (CCGI). CCGI provides an interface
for student data between high schools, students, and families that will be integrated
into the Cradle-to-Career Data System.

SCHOOL FACILITIES

The Kindergarten through Community College Public Education Facilities Bond Act of
2016 (Proposition 51)—approved by voters in November 2016—authorized $7 billion in
state General Obligation bonds to support K-12 school facilities construction. These
funds support new construction, modernization, retrofitting, career technical education,
and charter school facility projects. The Budget continues to allocate $1.5 billion
Proposition 51 bond funds to support school construction projects, which is more than
double the amount allocated in 2018-19.
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OTHER K-12 BUDGET ADJUSTMENTS

Other significant adjustments include:

76

Local Property Tax Adjustments—An increase of $54.1 million ongoing Proposition 98
General Fund for school districts and county offices of education in 2020-21 as a
result of decreased offsetting property tax revenues, and a decrease of $1.2 billion
ongoing Proposition 98 General Fund for school districts and county offices of
education in 2021-22 as a result of increased offsetting property taxes.

Cost-of-Living Adjustments—An increase of $85.7 million ongoing Proposition 98
General Fund to reflect a 1.5-percent cost-of-living adjustment for categorical
programs that remain outside of the Local Control Funding Formula, including
Special Education, Child Nutrition, State Preschool, Youth in Foster Care, Mandates
Block Grant, Adults in Correctional Facilities Program, American Indian Education
Centers, and the American Indian Early Childhood Education Program.

County Offices of Education—An increase of $10.2 million ongoing Proposition 98
General Fund to reflect a 1.5-percent cost-of-living adjustment and ADA changes
applicable to the LCFF.

Instructional Quality Commission—An increase of $206,000 one-time non-Proposition
98 General Fund for the Instructional Quality Commission to continue its work on the
development of model curriculum and frameworks.

GOVERNOR'S BUDGET SUMMARY — 2021-22



HIGHER EDUCATION

HIGHER EDUCATION

alifornia’s economic prosperity and workforce of the future are directly

supported by two of the state’s most significant competitive advantages: its
exceptional system of higher education and its increasingly educated workforce. The
COVID-192 Pandemic has impacted the state's higher education systems. These impacts
include a reported 8-percent decline in California Community College (CCC)
enrollment that is disproportionally atfributable to underrepresented students. The state
has also seen declines of roughly 10 percent and 45 percent in first-time freshman Free
Application for Federal Student Aid (FAFSA) completion rates, and California Dream Act
application completion rates, respectively.

To support the state's system of higher education and to mitigate the impacts of the
COVID-19 Pandemic, the Budget proposes investments in the CCCs, California State
University (CSU), and University of California (UC) to enable them to close equity gaps,
promote completion, fuel innovation, and support students’ upward economic mobility.
The investments are predicated upon an expectation that the state's colleges and
universities focus on addressing equity gaps, furthering educational opportunities using
online courses and programs, better connecting student learning objectives to
workforce and industry needs, and establishing new dual admissions transfer pathways.

The Budget proposes total funding of $36.1 billion ($21.8 bilion General Fund and local
property tax and $14.3 billion other funds) for higher education. The total reflects growth
of $951 million ($1.3 billion General Fund and local property taxes and -$349 million
other funds) compared to revised 2020-21 expenditures. The figure on Higher Education
Expenditures displays additional detail about funding for higher education. The figure
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below does not include the estimated $2.9 billion included in the recently passed
federal COVID-19 relief bill.

Higher Education Expenditures
(Dollars in Millions)

Change from

2020-21
201 9-204 2020-21 2021-22 Dollars Percent

University of California

Total Funds " $9,649.1 $8,915.0 $9,298.8 $383.8 4.3%

Ongoing General Fund 3,724.3 3,465.3 3,601.3 $136.0 3.9%

One-Time General Fund 214.0 0.7 2253 - -
California State University

Total Funds " $8,576.6 $7,356.3 $7,766.1 $409.8 5.6%

Ongoing General Fund 4,351.9 40415 42415 $200.1 5.0%

One-Time General Fund 328.4 14.2 225.0 - -
California Community Colleges

Total Funds $16,762.0 $16,181.3 $16,189.9 $8.6 0.1%

General Fund & Property Taxes 10,367.1 10,727.8 11,092.6 $364.9 3.4%
California Student Aid Commission

Total Funds $2,468.8 $2,680.0 $2,826.3 $146.3 5.5%

General Fund 1,388.0 2,244 4 2,405.7 $161.3 7.2%
Other Higher Education &

Total Funds $97.1 $65.8 $67.9 $2.1 3.2%

Ongoing General Fund 16.9 19.0 20.7 $1.7 -

One-Time General Fund 26.1 - - - -

Total Funds $37,553.6 $35,198.3 $36,149.0 $950.6 2.7%

General Fund $20,416.8 $20,512.9 $21,812.1 $1,299.2 6.3%

' These totals include tuition and fee revenues and other funds the universities report as discretionary.

2 General Fund expenditures for the Cal Grant program are offset by reimbursements, including approximately $400 million in federal
Temporary Assistance for Needy Families (TANF) funds received through an agreement with the Department of Social Services.

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

and Development Savings Program.

2019-20 Total Funds include federal Coronavirus Aid, Relief, and Economic Security (CARES) Act funding provided directly to

colleges and universities.

4

=

ADDRESSING IMMEDIATE NEEDS TO SUPPORT AND ENGAGE STUDENTS

According to inifial survey data from the RP Group (an organization representing
institutional research, planning, and effectiveness professionals in the CCC system), Fall
2020 CCC enroliment is down roughly 8 percent from the prior fall term. Initial
indications suggest these declines are disproportionately attributable to the state's
underrepresented student populations. The California Student Aid Commission recently
noted that the preliminary year-over-year Free Application for Federal Student Aid
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(FAFSA) completion rate for first-time freshman application completion is down roughly
10 percent and that the year-over-year California Dream Act application completion
rate is down roughly 45 percent.

To mitigate these concerning trends and address immediate student needs, the Budget
proposes early action on the following proposals:

* Provide $100 million one-time Proposition 98 General Fund to support emergency
student financial assistance grants for full-time, low-income community
college students and other students who were previously working full-time, or the
equivalent of full-fime, who can demonstrate an emergency financial need.

* Provide $20 million one-fime Proposition 98 General Fund to support efforts to bolster
CCC student retention rates and enrollment. These funds would be used to primarily
engage former students who may have withdrawn from college due to the impacts
of the COVID-19 Pandemic, and to engage current and prospective students who
may be hesitant to remain enrolled or prospectively enroll in college due to impacts
of the pandemic.

* Amend statute to delay the requirement for private nonprofit institutions to offer
admission to at least 2,000 Associate Degree for Transfer students for the 2020-21
academic year in order to maintain the maximum Cal Grant tuition award for
students attending private nonprofit institutions at $9,084 in 2021-22. The delay shifts
the requirement from applying in 2021-22 to applying in 2022-23.

* Amend statute to restore Cal Grant A eligibility for students impacted by a change
in their living status due to the pandemic at an estimated cost of $58.8 million
ongoing General Fund starting in 2020-21.

LINKING HIGHER EDUCATION AND EMPLOYMENT OPPORTUNITIES

As referenced in the Equitable and Broad-Based Recovery Chapter, the Budget sets
aside $250 million one-time General Fund to support forthcoming proposals that are
focused on workforce development, segment alignment, and improving linkages
between higher education institutions and employers.

CALIFORNIA COMMUNITY COLLEGES

The CCCs are the largest system of higher education in the nation, serving roughly one
out of every four of the nation's community college students, or approximately
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2.1 million students. The CCCs provide basic skills, vocational, and undergraduate
transfer education with 73 districts, 116 campuses, and 78 educational centers. In
2019-20, the CCCs awarded over 115,000 certificates and 196,000 degrees and
transferred over 107,000 students to four-year institutions.

The 2020 Budget Act made adjustments that reduced the overall level of support for
the CCCs by deferring approximately $1.453 billion from 2020-21 to 2021-22. The CCCs
have indicated the system received approximately $612.4 million in federal higher
education Coronavirus Aid, Relief, and Economic Security (CARES) Act funding, with
roughly half of the funds required for emergency grants to students. The recent federal
COVID-19 relief bill enacted in late December includes additional federal funding to
support institutions of higher education; California higher education segments could
receive $2.9 billion.

REPAYING DEFERRALS AND CORE APPORTIONMENTS INVESTMENTS

Given expected increases in the Proposition 98 Guarantee relative to the 2020 Budget
Act, the Budget proposes to reduce apportionment deferrals for the Student-Centered
Funding Formula (SCFF) by more than $1.1 billion to $326.5 million Proposition 98 General
Fund for 2021-22. The Budget also proposes $111.1 million ongoing Proposition 98
General Fund to provide a 1.5-percent cost-of-living adjustment for apportionments
and $23.1 million ongoing Proposition 98 General Fund for 0.5-percent enrollment
growth.

SUPPORTING STUDENTS DURING THE COVID-19 PANDEMIC

The COVID-19 Pandemic has had disproportionate impacts on low-income students,
and the Administration is committed to supporting equity and access across the public
higher education segments. In addition to the early action package already discussed,
the Budget proposes the following targeted investments to alleviate student financial
hardship and improve access to, and the quality of, online education:

e $150 million one-time Proposition 98 General Fund for emergency financial
assistance for full-time, low-income community college students and other students
who were previously working full-time or the equivalent of full-time, can demonstrate
an emergency financial need, and can demonstrate at least a 2.0 GPA in one of
their last three semesters or four quarters. (As noted in the Addressing Immediate
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Needs to Support and Engage Students section of this Chapter, there is an
additional $100 million for this purpose proposed for early action.)

* $100 million one-time Proposition 98 General Fund to address food and housing
insecurity among CCC students.

¢ $30 million ongoing Proposition 98 General Fund to support student technological
access to higher education by enabling students to have electronic devices and
high-speed Internet connectivity, as well as increase student mental health
resources.

* $20 million one-time Proposition 98 General Fund for a systemwide effort to provide
culturally competent online professional development for CCC faculty, including in
leveraging technology to improve learning outcomes.

* $10.6 million ongoing Proposition 98 General Fund to support the continuity of
education and quality distance learning, including access to online tutoring, online
counseling, and online student support services such as mental health services.

EXPANDING WORK-BASED LEARNING OPPORTUNITIES

The COVID-19 Pandemic has affected every sector of the state’s economy and has
caused record high unemployment. While the economy is showing some signs of
improvement, millions of Californians remain unemployed. The CCCs are central to
training and developing the skilled workforce needed for the state to meet its changing
needs, and the state must prepare students with the skills needed by employers not
only today, but into the future. The Budget includes $35 million Proposition 98 General
Fund to support the following investments in work-based learning:

e $15 million ongoing Proposition 98 General Fund to augment the California
Apprenticeship Initiative, which supports the creation of apprenticeship
opportunities in priority and emerging industry sectors.

* $20 million one-time Proposition 98 General Fund to expand work-based learning
models and programs at community colleges, including working with faculty and
employers to incorporate work-based learning into curriculum.
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OTHER BUDGET ADJUSTMENTS

STUDENT-FOCUSED ADJUSTMENTS:

Lero-Textbook-Cost Degrees—An increase of $15 million one-time Proposition 98
General Fund to develop and implement zero-textbook-cost degrees using open
educational resources.

Instructional Materials for Dual Enrollment Students—An increase of $2.5 million
one-time Proposition 98 General Fund for community colleges to provide
instructional materials for dual enrollment students.

AB 1460 Implementation and Anti-Racism Initiatives—An increase of $600,000
one-time Proposition 98 General Fund to support the implementation of the
provisions of Chapter 32, Statutes of 2020 (AB 1460) as well as systemwide
anfi-racism initiatives.

APPORTIONMENTS ADJUSTMENTS:

Augmentation for 2020-21 Apportionments—An increase of $52.7 million one-time
Proposition 98 General Fund in 2020-21 community college apportionments.

Local Property Tax Adjustment—A decrease of $292.7 million ongoing Proposition 98
General Fund as a result of increased offsetting local property tax revenues.

OTHER ADJUSTMENTS:
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CENIC Cost Increase—An increase of $8 million ongoing Proposition 98 General
Fund for cost increases associated with continued broadband access provided by
the Corporation for Education Network Initiatives in California (CENIC).

Adult Education Cost-of-Living Adjustment—An increase of $8.1 million ongoing
Proposition 98 General Fund to reflect a 1.5-percent cost-of-living adjustment for the
Adult Education Program.

Adult Education Technical Assistance Funding—An increase of $1 million ongoing
Proposition 98 General Fund to support technical assistance for the Adult Education
Program.

CCC Facilities—An increase of General Obligation bond funding of $355.8 million,
including $2.2 million to start one new capital outlay project and $353.6 million for
the construction phase of 17 projects anficipated to complete design by spring
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2022. This allocation represents the next installment of the $2 billion available to
CCCs under Proposition 51.

CALIFORNIA STATE UNIVERSITY

The CSU provides undergraduate and graduate instruction generally up to the master’s
degree. Its 23 campuses enroll approximately 486,000 students. In 2020-21, the CSU
awarded 129,000 degrees. The CSU also provides opportunities for residents to enroll in
professional and continuing education programs. The CSU strives to better fulfill its
mission through the Graduation Initiative 2025, which aims to increase four-year
graduation rates, increase two-year transfer graduation rates, and eliminate equity
gaps. The CSU is an especially important institution for providing four-year education in
some of the most underserved regions of the state, including the Far North, the Central
Valley, and the Inland Empire.

The 2020 Budget Act made adjustments that reduced the overall level of support for
the CSU by $299.1 million ongoing General Fund. The CSU has indicated the system
received approximately $564 million in federal higher education CARES Act funding,
with roughly half of the funds being required for emergency grants to students. The
recent federal COVID-19 relief bill enacted in late December includes additional
federal funding to support institutions of higher education; California's higher education
segments could receive $2.9 billion.

SIGNIFICANT INVESTMENTS AND EXPECTATIONS

The Budget includes $144.5 million in ongoing General Fund to provide a three-percent
increase in base resources to support the CSU’'s operational costs, support for the Basic
Needs Inifiative component of Graduation Initiative 2025, student basic needs focused
on digital equity and the provision of mental health services, the adoption of

a common intersegmental learning management platform, and enrollment at the CSU
Stanislaus Stockton Campus.

In addition, the Budget includes $225 million one-time General Fund to support
emergency financial assistance grants to students in need, support for culturally
competent professional development focused on the provision of online courses and
programs, support for the Computing Talent Initiative, and for deferred maintenance.

These investments are provided with the expectation that CSU:
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* Maintain resident undergraduate tuition and fees at current levels for the 2021-22
academic year;

* Take action to significantly reduce equity gaps with the goal of fully closing equity
gaps by 2025;

* Adopt policies furthering educational opportunities using online learning programs;
» Better align student learning objectives with workforce needs; and

* Create a new stand-alone dual admissions pathway enabling first-time freshman
applicants to be considered for guaranteed admission to CSU upon completion of
an Associate Degree for Transfer at a Californiac Community College.

GRADUATION INITIATIVE 2025

The CSU Graduation Initiative 2025, adopted by the Board of Trustees in 2016, commits
the CSU to increasing the four-year graduation rate to at least 40 percent, increasing
the two-year graduation rate to at least 45 percent, and closing achievement gaps
between different groups of students by 2025.

The CSU continues to make significant strides to meet these goals. Based on preliminary
2020 data, the 2019-20 academic year resulted in a record high number of graduates,
the highest number of two- and four-year rates for transfer students, and the
highest-ever four- and six-year graduation rates for first-time students. The Administration
supports the CSU’s focus toward achieving the underlying goals of the Graduation
Initiative, which will better improve students’ timely degree completion and reduce
students’ total degree costs.

DETAILED BUDGET ADJUSTMENTS

ONGOING ADJUSTMENTS

* Base Growth—An increase of $111.5 million ongoing General Fund, which represents
an increase in base resources of three percent, with the expectation that the CSU
will maintain resident undergraduate tuition and fees at existing levels for the
2021-22 academic year, reduce equity gaps, commit to aligning student learning
objectives with workforce needs, adopt policies related to online course and
program offerings, and create a new dual admissions pathway.

» Student Basic Needs Focused on Digital Equity and Mental Health Services—An
increase of $15 million ongoing General Fund to enable all students to have
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necessary technological access to electronic devices and high-speed Internet
connectivity, and to increase student mental health resources.

* Basic Needs Initiative Component of CSU Graduation Initiative 2025—An increase of
$15 million ongoing General Fund to sustain and expand support for the Basic Needs
Initiative component of Graduation Initiative 2025. This Initiative seeks to support
students experiencing food and housing insecurity, financial distress, and other
challenges that could disrupt their academic success and degree completion.

* Learning Management Platform (Canvas)—An increase of $2 million ongoing
General Fund for CSU to adopt a common intersegmental learning management
platform for online courses at each campus that aligns with the platform used by
the California Community College system (Canvas), by the 2023-24 academic year.

e CSU Stanislaus, Stockton Campus—An increase of $1 million ongoing General Fund
to increase full-time equivalent student enroliment at the CSU Stanislaus Stockton
campus by approximately 115 students.

» Corporation for Education Network Initiatives in California (CENIC)—AnN increase of
$246,000 ongoing General Fund for cost increases associated with confinued
broadband access provided by CENIC.

ONE-TIME ADJUSTMENTS

* Deferred Maintenance—An increase of $175 million one-time General Fund to
address deferred maintenance at CSU campuses.

* Emergency Student Financial Assistance—An increase of $30 million one-time
General Fund to support emergency financial assistance grants for full-tfime,
low-income students and other students who were previously working full-time, or
the equivalent of full-fime.

* Faculty Professional Development—An increase of $10 million one-time General
Fund to provide culturally competent professional development for CSU faculty,
including in leveraging technology to improve learning outcomes.

e Computing Talent Initiative—Provide $10 million one-time General Fund to support
the CSU Computing Talent Initiative through CSU Monterey Bay, to enable
additional cohorts of computer science students in the program.

* Summer Financial Aid Program—The Budget shifts the suspension date for the CSU
Summer Financial Aid program from December 31, 2021 to December 31, 2022. The
suspension would be lifted if the Administration determines through the 2022 Budget
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Act process that there is sufficient General Fund revenue to support all suspended
programs in the subsequent two fiscal years.

UNIVERSITY OF CALIFORNIA

The UC offers formal undergraduate and graduate education. The UC is the public
segment authorized to independently award doctoral degrees and is designated as
the state’s primary academic agency for research. Its 10 campuses enroll more than
285,000 students. In 2019-20, the UC awarded approximately 83,000 degrees. An
additional 300,000 students participate in continuing education programs through the
UC extension centers.

In keeping with its fradition of excellence and innovation, three UC faculty members,
and one UC alumnus, were awarded Nobel Prizes in 2020, bringing the total number of
UC faculty and staff who have been awarded Nobel Prizes since 1934 to 68 and the
total number of Nobel Prizes received by those faculty and staff o 69.

The 2020 Budget Act made adjustments that reduced the base level of support for the
UC by $302.4 million ongoing General Fund. The UC has indicated the system received
approximately $267.5 million in federal higher education CARES Act funding, with
roughly half of the funds being required for emergency grants to students. The

recent federal COVID-19 relief bill enacted in late December includes additional
federal funding to support institutions of higher education; California higher education
segments could receive $2.9 billion.

SIGNIFICANT INVESTMENTS AND EXPECTATIONS

The Budget proposes ongoing General Fund augmentations of approximately

$136 million to support a three-percent General Fund increase in base resources for UC
campuses and the UC Office of the President; UC Payroll, Academic Personnel,
Timekeeping & HR (UCPath); the Division of Agriculture and Natural Resources; student
basic needs focused on digital equity and the provision of mental health services; UC
Programs in Medical Education (PRIME); the adoption of a common intersegmental
learning management platform; and other baseline adjustments for ongoing support.

In addition to this ongoing funding, the Budget proposes $225 million one-time General
Fund to address deferred maintenance and energy efficiency projects at UC
campuses, support emergency financial assistance grants to students in need, support
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the California Institutes for Science and Innovation, provide support for culturally
competent professional development focused on the provision of online courses,
provide the UC Subject Matter Projects resources for K-12 teacher professional
development regarding learning loss mitigation and ethnic studies, and to support UC
Fire Advisors.

These investments are provided with the expectation that UC:

* Maintain resident undergraduate tuition and fees at current levels for the 2021-22
academic year;

* Take action to significantly reduce equity gaps with the goal of fully closing equity
gaps by 2025;

* Adopt policies furthering educational opportunities using online learning programs;
» Better align student learning objectives with workforce needs; and

* Create a new, stand-alone dual admissions pathway enabling first-time freshman
applicants to be considered for guaranteed admission to UC upon completion of
an Associate Degree for Transfer (ADT), or its UC equivalent, at a CCC. In designing
a new, stand-alone dual admissions pathway that relies upon a UC ADT equivalent
degree, the Administration expects the UC to identify for students: (1) courses that
overlap between the existing ADT pathway and its UC equivalent pathway, and (2)
courses that do not overlap between the existing ADT pathway and its UC
equivalent pathway.

DETAILED BUDGET ADJUSTMENTS

ONGOING ADJUSTMENTS

* Base Growth—A total increase of $103.9 million ongoing General Fund with the
expectation that the UC will maintain resident undergraduate tuition and fees at
existing levels for the 2021-22 academic year, reduce equity gaps, align student
learning objectives with workforce needs, adopt policies related to online course
and program offerings, and create a new dual admissions pathway. This investment
reflects:

> Anincrease of $95 million ongoing General Fund to provide an increase in base
resources available to campuses of three percent.
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> Anincrease of $8.9 million ongoing General Fund to provide an increase in
resources for the UC Office of the President, UCPath, and the Division of
Agriculture and Natural Resources of three percent.

» Student Basic Needs Focused on Digital Equity and Mental Health Services—An
increase of $15 million ongoing General Fund to enable all students to have
necessary technological access to electronic devices and high-speed Internet
connectivity, and to increase student mental health resources.

* UC PRIME—An increase of $12.9 million ongoing General Fund to support and
expand existing UC Programs in Medical Education and to establish a new UC
Program in Medical Education focused on Native American communities. UC is
encouraged to use these funds to support PRIME programs that serve
underrepresented areas of the state, and one-third of the funds will be used to
augment need-based financial aid for UC PRIME students.

* Learning Management Platform (Canvas)—An increase of $1 million ongoing
General Fund for UC to adopt a common learning management platform for online
courses at each campus that aligns with the platform used by the CCC system
(Canvas), by the 2023-24 academic year.

* Graduate Medical Education—An increase of approximately $1 million ongoing
General Fund, growing to approximately $1.8 milion General Fund ongoing in
2022-23 and thereafter, to offset declining Proposition 56 revenue supporting a
statewide grant program to maintain $40 million ongoing for graduate medical
residency slofts.

ONE-TIME ADJUSTMENTS

» Deferred Maintenance and Energy Efficiency—An increase of $175 million one-time
General Fund to support deferred maintenance and energy efficiency projects at
UC campuses.

e California Institutes for Science and Innovation—An increase of $20 million one-time
General Fund for four science and innovation institutes to support student stipends
over a five-year period to better enable student workers to connect with industry
employers, and for research teams to form industry partnerships to better align
educational programs with workforce needs.

* Emergency Student Financial Assistance—An increase of $15 million one-time
General Fund to support emergency financial assistance grants for full-tfime,
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low-income students and other students who were previously working full-time, or
the equivalent of full-fime.

e UC Subject Matter Projects—An increase of $7 million one-time General Fund to
provide resources to the UC Subject Matter Projects for K-12 teacher professional
development regarding learning loss mitigation and ethnic studies.

e Faculty Professional Development—An increase of $5 million one-time General Fund
to provide culturally competent professional development for UC faculty, including
in leveraging fechnology to improve learning outcomes.

* UC Fire Advisors—The Budget includes $2 million one-time General Fund to support
UC Fire Advisors through the UC Division of Agriculture and Natural Resources.

* UC San Francisco-Department of Public Health Modeling Consortium—The Budget
includes $1.25 million one-time General Fund that will be available over a two-year
period to support a health modeling consortium partnership between
UC San Francisco and the California Department of Public Health.

* Summer Financial Aid Program—The Budget shifts the suspension date for the UC
Summer Financial Aid program from December 31, 2021 to December 31, 2022. The
suspension would be lifted if the Administration determines through the 2022 Budget
Act process that there is sufficient General Fund revenue to support all suspended
programs in the subsequent two fiscal years.

CALIFORNIA STUDENT AID COMMISSION

Administered by the California Student Aid Commission, the state’s primary financial aid
program is the Cal Grant Program. The Cal Grant entitlement program provides
financial aid awards to students who meet specified eligibility criteria, and who attend
one of the state’s qualifying public institutions or independent and private institutions.
Students who are ineligible for the Cal Grant entitlement program can compete for
financial aid awards available through the Cal Grant competitive program.

The Budget assumes total financial aid expenditures of $2.8 billion, of which $2.67 billion
supports the Cal Grant Program and Middle Class Scholarship Program. In 2019-20,
approximately 150,000 students received new Cal Grant awards, and approximately
233,000 students received renewal awards.
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IMPROVING COLLEGE AFFORDABILITY

The state’s Cal Grant entitlement program is estimated to provide over 412,000 financial
aid awards to students who meet specified eligibility criteria in fiscal year 2021-22.
Students who demonstrate financial need, but do not meet all of the criteria for
entitlement awards, may qualify for one 50,000 proposed competitive Cal Grant
awards. The maijority of these awards provide a stipend to cover some living expenses,
such as housing, food, and transportation. However, many students still struggle to
afford the total cost of attending an institution of higher education in California and for
many students, this has only been exacerbated by the impacts of the COVID-19
Pandemic. The Budget reflects an expectation that one of these costs—tuition and
fees—remain flat at all three public higher education institutions in 2021-22 and also
includes student basic needs investments, emergency financial assistance investments,
and investments supporting expanded mental health services and students’ access to
electronic devices and high-speed Internet connectivity.

SIGNIFICANT ADJUSTMENTS

* Competitive Cal Grant Increase—An increase of approximately $35 million ongoing
General Fund to add 9,000 Cal Grant Competitive awards, increasing the total
number of awards to 50,000.

e Former and Current Foster Youth Access Award—An increase of approximately
$20 million ongoing General Fund to increase the access awards for all former or
current foster youth. Eligible new or renewal Cal Grant A students will receive an
access award of up fo $6,000, eligible new or renewal Cal Grant B students will see
their access award increase from $1,648 to $6,000, and eligible Cal Grant C students
will see their book and supply award increase from $1,094 to $4,000.

» Golden State Teacher Grant Program—An increase of $100 million one-time
General Fund to support the Golden State Teacher Grant Program, which provides
support for grants to students enrolled in teacher preparation programs who commit
to working in a high-need field at school sites with the highest rates of
non-credentialed or waiver teachers.

* Tuition Award for Students at Private Nonprofit Institutions—The Budget includes
statutory changes to delay the requirement for private nonprofit institutions to offer
admission to at least 2,000 Associate Degree for Transfer students for the 2020-21
academic year in order to maintain the maximum Cal Grant tuition award for
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students attending private nonprofit institutions at $2,084 in 2021-22. The delay shifts
the requirement from applying in 2021-22 to applying in fiscal year 2022-23.

* FAFSA or California Dream Act Application—As referenced in the K-12 Education
Chapter, the Budget includes statutory changes to require local educational
agencies to confirm that all high school seniors complete a FAFSA or California
Dream Act Application beginning in the 2021-22 academic year.

e Cal Grant Program Adjustments—A decrease of $3.3 million one-time General Fund
in 2020-21 and an increase of $13.2 million ongoing General Fund in 2021-22 to
reflect:

o Revised estimates of the number of new and renewal Cal Grant awardees in
2020-21 and 2021-22.

> Anincrease of $58.2 million ongoing General Fund to restore Cal Grant A
eligibility for students impacted by a change in their living status due to the
COVID-19 Pandemic.

HASTINGS COLLEGE OF THE LAW

Hastings College of the Law is affiliated with the UC system, but is governed by its own
Board of Directors. Located in San Francisco, it primarily serves students seeking a Juris
Doctor degree, but also offers programs leading to Master of Laws and Master of
Studies in Law degrees. In 2019-20, UC Hastings enrolled 944 full-time equivalent
students. Of these, 921 were Juris Doctor students.

SIGNIFICANT ADJUSTMENTS

* Base Growth—An increase of $2.1 million ongoing General Fund to support the
College’s general operations, with the expectation that resident tuition remain flat in
2021-22.

CALIFORNIA STATE LIBRARY

The California State Library serves as the central reference and research library for the
Governor and the Legislature. The Library collects, preserves, generates, and
disseminates information, and provides critical assistance to libraries across the state.
The Library administers programs funded by state and federal funds to support local
and public library programes.
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SIGNIFICANT ADJUSTMENTS

92

Online Service Systems (Zip Books)—An increase of $1 million ongoing General Fund
to support the online purchase and delivery of library books through the Zip Books
Program. This no-cost service is an alternative to traditional interlibrary loan and
enables library patrons to more efficiently request and receive books not available
at their local library.

Lunch at the Library—An increase of $800,000 ongoing General Fund for library
districts to develop summer meal programs for students in low-income communities.

Community Outreach Vehicles and Bookmobiles—An increase of $3 million
one-time General Fund to provide grants to underserved local libraries for the
purchase of a bookmobile or community outreach vehicle.

Early Learning and After-School Programs—An increase of $5 million one-time
General Fund to provide grants to local libraries to support early learning and
after-school programs.

GOVERNOR'S BUDGET SUMMARY — 2021-22



HEALTH AND HUMAN SERVICES

HEALTH AND HUMAN SERVICES

he Health and Human Services Agency oversees departments and state entities

that provide health and social services to California’s most vulnerable and at-risk
residents. Along with the Governor's Office of Emergency Services, the Agency is
leading the response to the COVID-19 Pandemic. The Budget includes $195.1 billion
($64.3 billion General Fund and $130.8 billion other funds) for all health and human
services programs. This does not include all pandemic response costs. (See COVID-19
Pandemic Response Chapter for more details.)

The COVID-19 Pandemic is having a significant impact on the programs under the
Health and Human Services Agency. The Budget assumes that the COVID-19 Pandemic
emergency response continues at some level until December 2021. This includes the
enhanced Federal Medical Assistance Percentage (FMAP) provided to support the
state's Medi-Cal program.

To help address projected structural deficits, the 2020 Budget Act assumed the
suspension of various health and human services investments effective July 1, 2021 and
December 31, 2021. Given the improved revenue outlook in the short term, the Budget
proposes to delay these suspensions by one year. These suspensions include, but are
not limited to, Proposition 56 supplemental payment increases, reversing the 7-percent
reduction in In-Home Supportive Services hours, and Developmental Services payment
increases.
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Health and Human Services Proposed 2021-22 Funding'/
All Funds
(Dollars in Billions)

Public Health
$4.2 (2.2%)

State Hospitals

/ $2.6 (1.3%)

Medi-Cal Developmental
$122.2 (62.6%) / Services
$10.5 (5.4%)
1991 and 2011

/ State-Local

Realignment
$11 (5.6%)

In-Home
Supportive Services
$16.6 (8.5%)

T ssisspP

\_ $2.7 (1.4%)
Other CalWORKs
( 1%22;)/1) $5.3 (2.7%)
s 0

" Totals $195.1 billion for support, local assistance, and capital outlay. This figure includes reimbursements of $17.9 billion
and excludes $305,000 in Proposition 98 funding in the Department of Developmental Services budget and county funds
that do not flow through the state budget.

Note: Numbers may not add due to rounding.

Major Health and Human Services Program Caseloads

2020-21 2021-22

Revised Estimate Change
Medi-Cal 13,970,800 15,603,800 1,633,000
California Children's Services (CCS)"” 14,571 14,571 0
CalWORKs 405,317 482,436 77,119
CalFresh 2,167,167 2,559,491 392,324
SSI/SSP (support for aged, blind, and disabled) 1,201,565 1,188,055 -13,510
Child Welfare Services” 111,204 110,817 -387
Foster Care 56,923 57,899 976
Adoption Assistance 88,849 89,239 390
In-Home Supportive Services 570,411 592,829 22,418
Regional Centers 357,819 386,431 28,612
State Hospitals® 6,162 6,361 199
Developmental Centers® 322 322 0
Vocational Rehabilitation 108,000 108,000 0

" Represents unduplicated quarterly caseload in the CCS Program. Does not include Medi-Cal CCS beneficiaries.

Z’Represents Emergency Response, Family Maintenance, Family Reunification, and Permanent Placement service areas
on a monthly basis. Due to transfers between each service area, cases may be reflected in more than one service area.

¥ Represents the year-end population at State Hospitals, county Jail-Based Competency Treatment programs, and Kern Admission,
Evaulation and Stabilization center.

* Represents the year-end population.
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MAKING HEALTH CARE MORE AFFORDABLE

More than ever, the COVID-19 Pandemic has underscored the need to expand
coverage and increase affordability of health care for all. The state has made
significant investments in recent years to expand coverage and increase the
affordability of health care, including:

* Augmenting premium assistance for Covered California enrollees, making California
the first state in the nation to provide additional state premium assistance for the
middle class;

* Instituting a state individual mandate to stabilize the health insurance market;

* Expanding eligibility for no-cost Medi-Cal for persons aged 65 and older and persons
with disabilities up to 138 percent of the federal poverty level;

* Extending Medi-Cal to income-eligible young adults regardless of immigration
status;

* Addressing the high costs of prescription drugs;

* Restoring optional benefits (most were preventative services) and extending
full-scope Medi-Cal coverage to new mothers with a maternal mental health
diagnosis; and

* Expanding preventative services with a specific focus on screening for adverse
childhood experiences.

These improvements are providing more Californians with coverage and strengthening
the health care system during the COVID-19 Pandemic. Keeping people covered and
healthy slows the growth of the average Californian's personal health care expenses
and encourages the provision of preventative and primary care services.

The Budget takes additional steps to make health care more affordable, including
establishing an Office of Health Care Affordability and a system to better use health
data to improve health outcomes and address health equity.

OFFICE OF HEALTH CARE AFFORDABILITY

Improving the affordability of health coverage will benefit millions of working
Californians, and this endeavor must be accompanied by efforts to address underlying
cost drivers. The Budget builds on the Health Care Payment Database, which enables
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the Office of Statewide Health Planning and Development to collect and analyze
granular utilization and cost data.

Given the size and complexity of California’s health care system, the Budget includes
$11.2 million in 2021-22, $24.5 million in 2022-23, and $27.3 million in 2023-24 and ongoing
from the Health Data and Planning Fund to establish the Office of Health Care
Affordability.

This Office will be charged with increasing transparency on cost and quality,
developing cost targets for the health care industry, enforcing compliance through
financial penalties, and filing gaps in market oversight of transactions that may
adversely impact market competition, prices, quality, access, and the total cost of
care. In addition to lowering costs, the Office will promote health care workforce
stability and training needs, report quality performance and equity metrics on the entire
health care system, advance payment models that reward high-quality, cost-efficient
care, and promote investments in primary care and behavioral health.

The Office of Statewide Health Planning and Development’s programs for data assets
and health care workforce development and the Office of Health Care Affordability’s
focus on health care cost containment present an opportunity for the Administration to
better align these priorities. The Administration will submit a proposal in the spring
recasting the Office of Statewide Health Planning and Development and the proposed
Office of Health Care Affordability under the umbrella of a Department of Health Care
Affordability and Infrastructure. The Department will be the dedicated entity within state
government with subject matter expertise on health care affordability and
infrastructure.

UTILIZING HEALTH INFORMATION EXCHANGE

It is imperative that the state expand the use of clinical and administrative data to
better understand the health and social needs of individual patients in order to achieve
high-quality, efficient, safe, and timely service delivery while improving outcomes. These
goals can be accomplished by building and supporting the infrastructure and
information systems to facilitate secure and appropriate exchange of electronic health
information among health care providers.

Despite significant federal investment over the past 10 years for adoption of electronic
health records and creation of health information exchanges, most patients’ medical
information, including clinical histories, medications, and test results, is stored on paper
or across hundreds of disparate electronic health record systems. The goals of improved
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health outcomes and affordability cannot be achieved without unified patient health
records and digital infrastructure to support a more integrated provision of health and
human services.

To further build on the promise of health information exchange, the Administration is
interested in accelerating the utilization and integration of health information
exchanges as part of a network that receives and integrates health data for all
Californians. The building and operation of the network of exchanges will leverage
existing investments in health information exchange and look for additional federal
funding in alignment with federal interoperability rules. To do this the state must:

* Enable the right access to health information at the right time resulting in improved
health and outcomes for all Californians;

* |dentify and overcome the barriers to exchanging health information between
public programs, as well as with California providers and consumers; and

* Engage consumers and their providers in managing medical, behavioral and social
services through appropriate, streamlined access to electronic health information.

The Administration envisions an environment where health plans, hospitals, medical
groups, testing laboratories, and nursing facilities—at a minimum, as a condition of
participating in state health programs such as Medi-Cal, Covered California and
CalPERS—conftribute to, access, exchange, and make available data through the
network of health information exchanges for every person.

IMPROVING HEALTH EQUITY

The COVID-19 Pandemic has exposed long-standing health inequities seen among
people of color. The pandemic has also highlighted systemic racism and discrimination
that has created social, economic, and health inequities contributing to
disproportionately higher infection and mortality rates for both chronic and infectious
diseases; and COVID-19 incidence has been disproportionate in Black, Latinx, and
Pacific Islander populations. The higher prevalence of underlying health conditions such
as diabetes, obesity, and hypertension among communities of color increases the
likelihood of more severe outcomes.

California was the first state in the nation to implement a health equity metric as part of
the Blueprint for a Safer Economy framework. The equity meftric requires counties to
demonstrate an improvement in COVID-19 test positivity rates in neighborhoods facing
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the most severe impacts. Addressing differential infection rates in disadvantaged
communities is critical to safely reopening California's economy.

Health equity has been a key focus of the Administration and the COVID-19 Pandemic
has accelerated the need for additional action. The Budget builds on these efforts to
address the need for a more culturally and linguistically competent and responsive
health and social services system. The Budget proposes the following initiatives expressly
addressing health inequities:

* Health Plan Equity and Quality Standards—This spring, the Administration will
propose an investment for the Department of Managed Health Care, in
collaboration with other entities, to establish a priority set of standard quality
measures for full service and behavioral health plans, including quality and health
equity benchmark standards, and to take enforcement actions against
non-compliant health plans.

* Improving Equity Through Managed Care Plan Reprocurements—As Medi-Cal and
Covered California managed care plan contracts come up for renewal, the
Administration will work to include a focus on health disparities and cultural and
language competency through health plan contractual language with a
framework similar to the Blueprint equity metric.

* Analysis of COVID-19 Impacts—The Budget includes $1.7 million General Fund in
2021-22 and $154,000 General Fund in 2022-23 and ongoing for the California Health
and Human Services Agency to conduct an analysis of the intersection of
COVID-19, health disparities, and health equity to help inform any future response.

* Community Navigators—The Budget includes $5.3 million ($3.2 million General Fund)
for the Department of Developmental Services to contract with family resource
centers to implement a navigator model statewide. The navigator model would
utilize parents of individuals in the regional center system to provide education on
resources, advocacy, and mentorship to other parents of individuals being served
by the regional center system. The purpose of navigators is to increase service
authorization and utilization in diverse communities, furthering health equity within
the developmental services system. Funding includes resources for a one-time
independent evaluation focused on improving the effectiveness of existing disparity
projects.

Addressing health disparities created by systemic racism and discrimination are also

central to many of the other budget proposals described later in this Chapter. In
addition, the Budget includes $4.1 million ($3.7 million General Fund) in 2021-22 and
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$2.1 million ($1.6 million General Fund) ongoing for the Health and Human Services
Agency to further reorient the administration of its programs through the use of data
and the development of an equity dashboard.

ADDRESSING AGING IN CALIFORNIA

In June 2019, the Governor issued an executive order calling for a 10-year Master Plan
for Aging to support aging well across the lifespan. California’s 65 and over population
is projected to grow to 8.5 million by 2030, nearly doubling from 2010 and increasing
from 11.5 percent of the population to 20 percent. The Governor also established a Task
Force on Alzheimer’s Prevention and Preparedness, chaired by Former First Lady Maria
Shriver, to tackle the policy and health challenges faced by the growing number of
people living with dementia—more than 690,000 Californians have a diagnosis of
Alzheimer’s and more than 1.6 million people are responsible for providing care.

Nearly 80 percent of all Californians who have died from COVID-19 in 2020 were age 65
or older. Moreover, nearly 40 percent of all Californians who died from COVID-19 in
2020 were living in nursing homes; early data suggest people with dementia have
experienced especially high rates of cases and death. Millions more older and at-risk
adults remained home to stay healthy and, as a result, faced isolation and interruption
to essential activities, including caregiving. Black, Latinx, and Pacific Islander older
Californians have been disproportionately impacted by COVID-19.

The Budget recognizes the extraordinary challenges older Californians and their families
face during the COVID-19 Pandemic, and proposes a range of investments to increase
opportunities for Californians to age well over the next decade, including developing
new strategies with the federal government to leverage Medicare to provide additional
long-term services and supports.

The Governor will appoint a Senior Advisor on Aging, Disability and Alzheimer’s to
advance cross-Cabinet initiatives and partnerships between government, the private
sector, and philanthropy, such as closing the digital divide, fransportation options
beyond driving, and caregiving workforce solutions, for Californians of all ages. The
Budget includes a $5 million General Fund placeholder for spring proposals to further
implement the Master Plan for Aging.

To drive innovation in top priorities identified in the Master Plan for Aging, the Budget
makes the following targeted investments:

GOVERNOR'S BUDGET SUMMARY — 2021-22 99



HEALTH AND HUMAN SERVICES

* Medicare Innovation and Integration—The Administration plans to submit a
proposal in the spring for state operations to establish a new Office of Medicare
Innovation and Integration that will explore strategies and models to strengthen and
expand low- and middle-income Californians’ access to high-quality services and
supports, while developing new partnerships with the federal government.

* Expanded Facilities to Support Housing—The Budget includes $250 million one-time
General Fund for the Department of Social Services to acquire and rehabilitate
Adult Residential Facilities (ARF) and Residential Care Facilities for the Elderly (RCFE)
with a specific focus on preserving and expanding housing for low-income seniors
who are homeless or at risk of becoming homeless. See the Housing and
Homelessness Chapter for more information.

* Aging and Disability Resource Connections (ADRC)—The Budget delays suspension
of and expands ADRCs, or “No Wrong Door,” networks currently serving
approximately one-third of the state to serving the entire state. These centers
provide people with “one stop” telephone and online access to information and
assistance with aging, disability, and Alzheimer's, in multiple languages and with
cultural competencies. The Budget provides $7.5 million in 2021-22, half-year funding
of $5 million in 2022-23, and is subject to suspension on December 31, 2022.

e |HSS COVID-19 Back-up Provider System—The Budget includes $5.3 million one-time
General Fund in 2021-22 to extend the back-up provider system and back-up
provider wage differential to avoid disruptions to caregiving until December 2021.
The Administration will evaluate the need of an IHSS provider backup system for
severely impaired individuals as the state recovers from the effects of the COVID-19
Pandemic.

* Increased Geriatric Care Workforce—The Budget includes $3 million one-time
General Fund for the Office of Statewide Health Planning and Development to grow
and diversify the pipeline for the geriatric medicine workforce, as the increasing and
diversifying numbers of older adults living longer lives require developing a larger
and more diverse pool of health care workers with experience in geriatric medicine.

EQUITABLE PATH FORWARD ON ALZHEIMER’S

The Budget proposes a comprehensive and coordinated approach to Alzheimer’s with
an emphasis on communities of color and on women, who are disproportionately
susceptible to the disease and the primary providers of caregiving. Investments to be
administered by the Department of Public Health are five-pronged: $5 million one-time
General Fund for a public education campaign on brain health; $4 million one-time
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General Fund for new training and certification for caregivers; $2 million one-time
General Fund for expanded training in standards of care for health care providers;
$2 million one-time General Fund for grants to communities to become
dementia-friendly; and $4 million one-time General Fund for research to strengthen
California’s leadership on disparities and equity in Alzheimer’s.

ADDRESSING BEHAVIORAL HEALTH

The COVID-19 Pandemic is having a myriad of impacts on individuals and families. Stay
at home orders, which have been necessary to save lives, have also increased isolation
for seniors. Families have also struggled with schools closed to in-person instruction and
children without many normal physical and social outlets. In addition, the COVID-19
Pandemic induced recession has left many households with increased worry about how
they will maintain food and shelter. With this backdrop, the Administration is focused on
improving outcomes and expanding access to preventative services through county
behavioral health departments and schools. These efforts build on resources provided
in the 2020 Budget Act for the Department of Managed Health Care's behavioral
health-focused investigations and enforcement of commercial health plan compliance
with parity laws.

STUDENT MENTAL HEALTH

COVID-19 stay-at-home orders and school closures have impacted students and
caused additional stress and anxiety. Early identification and treatment through
school-based, or school-linked, services can reduce emergency room visits, crisis
situations, inpatient stays, placement in high-cost special education settings, and out of
home placement.

The Budget includes one-time $400 million ($200 million General Fund), available over
multiple years, for the Department of Health Care Services to implement an incentive
program through Medi-Cal managed care plans, in coordination with county
behavioral health departments and schools. This innovative effort seeks to build
infrastructure, partnerships, and capacity statewide to increase the number of students
receiving preventive and early intervention behavioral health services from schools,
providers in schools, or school-based health centers.

Additionally, the Budget includes $25 million one-time Mental Health Services Fund,
available over five years, for the Mental Health Services Oversight and Accountability
Commission to augment the Mental Health Student Services Act Partnership Grant

GOVERNOR'S BUDGET SUMMARY — 2021-22 101



HEALTH AND HUMAN SERVICES

Program, which funds partnerships between county mental health plans and school
districts.

Further, the Budget includes $25 million ongoing Proposition 98 General Fund to fund
innovative partnerships with county behavioral health departments to support student
mental health services. This funding would be provided to local educational agencies
as a match to funding in county Mental Health Services Act (MHSA) spending plans
dedicated to the mental health needs of students. See the K-12 Education Chapter for
additional information.

STRENGTHENING COUNTY BEHAVIORAL HEALTH

County behavioral health programs are supported by a combination of 2011
Realignment, MHSA, and other county funding sources, and are responsible for
organizing and overseeing local mental health and substance use disorder programs,
including specialty mental health for Medi-Cal and uninsured patients. Counties work
with Medi-Cal managed care plans to deliver mild and moderate services and provide
specialty mental health services not included in managed care plans. The Budget
includes several different efforts to improve and add needed infrastructure to county
behavioral health programs, including support for individuals acutely impacted by
mental illness.

The COVID-19 Pandemic has necessitated changes in the demand for behavioral
health services and the delivery of these benefits. Therefore, the Budget proposes
statutory changes to extend flexibilities in county spending of local MHSA funds that
were included in the 2020 Budget Act in response to the COVID-19 Pandemic for an
additional fiscal year. The statutory changes authorize counties to spend down their
local MHSA prudent reserves, as opposed to requesting county-by-county authority
from the state. Further, the changes authorize counties to spend funds within the
Community Services and Supports program component regardless of category
restrictions to meet local needs. Lastly, the changes authorize counties to use their
existing approved MHSA spending plans, if a new plan is delayed because of
COVID-19-related reasons.

As discussed later in this chapter, the Administration is proposing the California
Advancing and Innovating Medi-Cal (CalAIM) Initiative to make Medi-Cal, including
behavioral health benefits, more consistent and seamless, by among other things,
revising behavioral health medical necessity, implementing payment reform, and
working foward administrative integration.
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The Budget also includes $750 million one-time General Fund for competitive grants to
counties to acquire and rehabilitate real estate assets to expand the community
continuum of behavioral health treatment resources. These community resources are
needed to address individuals experiencing a crisis and are a critical component of an
overarching framework to solve and not just mitigate homelessness. The Administration
is also exploring opportunities to repurpose relinquished adult jail bond financing to add
to this effort. See the Criminal Justice Chapter for more information.

The Budget also proposes to greatly expand the community treatment programs for the
felony incompetent to stand trial population. This includes a demonstration project that
will streamline services to drive improved outcomes for individuals with serious mental
illness and reduce recidivism in this population.

DEPARTMENT OF HEALTH CARE SERVICES

Medi-Cal, California's Medicaid program, is administered by the Department of Health
Care Services. Medi-Cal is a public health care program that provides comprehensive
health care services at no or low cost for low-income individuals. The federal
government mandates that basic services be included in the program, including:
physician services; family nurse practitioner services; nursing facility services; hospital
inpatient and outpatient services; laboratory and radiology services; family planning;
behavioral health; and early and periodic screening, diagnosis, and treatment services
for children. In addition to these mandatory services, the state provides optional
benefits such as outpatient drugs, adult dental services, home and community-based
services, and medical equipment. The Department also operates the California
Children’s Services and the Primary and Rural Health programs, and oversees
county-operated community mental health and substance use disorder programs.

The Medi-Cal budgetis $117.9 billion ($22.5 billion General Fund) in 2020-21 and

$122.2 billion ($28.4 bilion General Fund) in 2021-22. The Budget assumes that caseload
will increase approximately 10.1 percent from 2019-20 to 2020-21 and increase
approximately 11.7 percent from 2020-21 to 2021-22. Medi-Cal is projected to cover
approximately 15.6 million Californians, nearly 40 percent of the state's population, in
2021-22.

CALIFORNIA ADVANCING AND INNOVATING MEDI-CAL (CALAIM)

Medi-Cal has significantly expanded and changed over the last ten years, in large part
due to California's implementation of the federal Patient Protection and Affordable
Care Act. Since implementing the Act, the Department has undertaken many initiatives

GOVERNOR'S BUDGET SUMMARY — 2021-22 103



HEALTH AND HUMAN SERVICES

and embarked on innovative demonstration projects to improve the beneficiary
experience.

Today, some Medi-Cal enrollees may need to access six or more separate delivery
systems, including managed care, fee-for-service, mental health, substance use
disorder, dental, developmental, and/or In-Home Supportive Services. Fragmentation of
service delivery increases the need for care coordination, increases complexity, and
results in greater health inequities. To improve clinical outcomes and assist beneficiaries
with navigating this complex system, the Department is seeking to better coordinate
and integrate these delivery systems to achieve more equal health outcomes for alll
across the entire continuum of care.

To this end, the Department is launching CalAIM, which builds upon the critical
successes of waiver demonstration programs such as Whole Person Care, the
Coordinated Care Initiative, Health Homes, and public hospital system delivery
transformation. CalAIM proposes to provide a wider array of services and supports for
patients with complex and high needs.

CalAIM has three primary goals:

* |dentify and manage member risk and need through whole person care
approaches and addressing social determinants of health;

* Make Medi-Cal more consistent and seamless by reducing complexity and
increasing flexibility; and

* Improve quality outcomes, reduce health disparities, and drive delivery system
transformation and innovation through value-based initiatives, modernization of
systems, and payment reform.

Transformation of the delivery system is necessary to improve outcomes for Medi-Call
beneficiaries as well as to achieve long-term cost avoidance. The reforms proposed
through CalAIM represent a comprehensive approach to achieving these goals. These
changes will position the state to better connect individuals—including children and
youth in foster care, individuals experiencing homelessness, individuals with mental
health challenges and substance use disorders, and individuals involved in the justice
system—to the services they need. Attaining these goals will have significant impacts on
individuals’ health and quality of life and through iterative system transformation, will
ultimately reduce healthcare costs over time.
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To implement CalAIM effective January 1, 2022, the Budget includes $1.1 billion
($531.9 million General Fund) in 2021-22, growing to $1.5 billion ($755.5 million General
Fund) in 2023-24.

This investment will provide for enhanced care management and in lieu of services,
necessary infrastructure to expand whole person care approaches statewide, and
build upon existing dental initiatives. Beginning in 2024-25, the Administration proposes
to phase out infrastructure funding, resulfing in ongoing costs of about $846.4 million
($423 million General Fund) per year.

This effort will be complemented by $750 million one-time General Fund for competitive
grants to counties to acquire and rehabilitate real estate assets to expand the
community continuum of behavioral health treatment resources. The Administration is
also exploring opportunities to repurpose relinquished adult jail bond financing to add
to these efforts. See the Criminal Justice Chapter for additional details.

Other Significant Adjustments:

e 2020-21 Budget—The Budget reflects lower expenditures in the Medi-Cal program of
approximately $1.2 billion General Fund in 2020-21 compared with the 2020 Budget
Act. The decrease is due primarily to reduced COVID-19 caseload costs, additional
enhanced Federal Medical Assistance Percentage (FMAP), reduced costs
associated with the state-only claiming adjustment, and additional Hospital Quality
Assurance Fee (HQAF) savings. These reduced General Fund costs are partially
offset by a one-time retroactive correction to managed care rates associated with
dual-eligible beneficiaries and an increase in deferred federal fund claims.

* COVID-192 Medi-Cal Caseload Impacts—The Budget projects an average monthly
caseload of 14 million beneficiaries in 2020-21 and 15.6 million beneficiaries in
2021-22, and includes $5.4 billion ($1.7 bilion General Fund) in 2020-21 and
$13.5 billion ($4.3 billion General Fund) in 2021-22 for increased caseload
afttributable to the COVID-19 Pandemic. Caseload is projected to peak at
16.1 million beneficiaries in January 2022, driven by the federal continuous coverage
requirement related to the COVID-19 Public Health Emergency and the COVID-19
induced recession.

e Additional COVID-19 Impacts—The Budget includes net costs of $1.9 billion total
funds ($2 billion General Fund savings) for COVID-19 impacts, including enhanced
FMAP savings, vaccine administration costs, and federal waiver flexibilities. The
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Budget assumes enhanced FMAP savings and flexibilities will remain in effect
through the last quarter of calendar year 2021.

o State-Only Claiming Adjustment—The Budget includes $249.8 million General Fund in
2020-21 and $279.1 million General Fund in 2021-22 for retroactive and ongoing
dental, pharmacy, and managed care, targeted case management, and
behavioral health costs associated with state-only populations.

* Medi-Cal Rx—The Budget includes costs of $219.9 million ($70.2 million General
Fund) in 2020-21 and savings of $612.7 million ($238.2 million General Fund) in
2021-22 associated with the carve-out of the Medi-Cal pharmacy benefit from
managed care to fee-for-service, effective April 1, 2021. Full annual savings are
projected to be approximately $1.2 billion ($419 million General Fund) by 2023-24.

* Reinstatement of Adult Acetaminophen and Cough/Cold Products—The Budget
reflects annual savings of $21 million ($7.8 million General Fund) to reinstate
over-the-counter adult acetaminophen and cough/cold products as covered
Medi-Cal benefits effective July 1, 2021. Coverage of these products was
temporarily reinstated effective March 1, 2020, as part of the state’s federally
approved COVID-19 waiver flexibilities.

* Medi-Cal Coverage of Continuous Glucose Monitors—The Budget includes
$12 million ($4.2 million General Fund) in 2021-22 and ongoing to add contfinuous
glucose monitors as a covered Medi-Cal benefit for adult individuals with type 1
diabetes, effective January 1, 2022. This proposal increases health equity.

* Telehealth Flexibilities in Medi-Cal—The Budget includes $94.8 million ($34 million
General Fund) ongoing to expand and make permanent certain telehealth
flexibilities authorized during COVID-19 for Medi-Cal providers, and to add remote
patient monitoring as a new covered benefit, effective July 1, 2021. This effort will
expand access to preventative services and improve health outcomes, thereby
increasing health equity.

* County Administration—The Budget includes an ongoing increase of $65.4 million
($22.9 million General Fund) in 2021-22 for county eligibility determination activities
based on growth in the California Consumer Price Index.

PROPOSITION 56 SUPPLEMENTAL PAYMENT PROGRAMS

Given an improved revenue outlook in the short term, the Budget delays the suspension
of Proposition 56 programs by 12 months and includes a total of $3.2 billion
($275.3 million General Fund, $717.8 million Proposition 56 Fund, and $2.2 billion federal
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funds) for these programs in 2021-22. (The Budget would have otherwise included
$759.9 million General Fund savings if the suspensions were not delayed.) The General
Fund partially supports supplemental payment programs at current levels now that
program costs exceed declining tobacco tax revenues, due primarily to the assumed
implementation of the ban on flavored tobacco and vaping products pursuant to
Chapter 34, Statutes of 2020 (SB 793).

The Budget assumes Proposition 56 suspensions effective July 1, 2022, except for
supplemental payments to infermediate care facilities for the developmentally
disabled, freestanding pediatric subacute facilities, and Community Based Adult
Services, which will be suspended December 31, 2022, due to the managed care
calendar rate year. Payments for Women's Health, Family Planning, and the Loan
Repayment Program are exempt from suspension. The Budget also proposes to
exempt supplemental payments for the Behavioral Health Integration program, the
AIDS waiver, Home Health, and Pediatric Day Health from suspension because they
would not be deemed eligible by the federal government.

OTHER SUSPENDED PROGRAMS

Given an improved revenue outlook in the short term, the Budget proposes to delay
suspensions by one year for the following:

* Medi-Cal Post-Partum Eligibility Extension—The Budget delays the suspension of
Medi-Cal post-parfum extended eligibility by 12 months to December 31, 2022, for a
cost of $27.1 million General Fund in 2021-22.

* Medi-Cal Adult Optional Benefits Extension—The Budget includes $47 million
($15.6 million General Fund) in 2021-22 to delay by 12 months the suspension of
audiology and speech therapy services, incontinence creams and washes, optician
and optical lab services, and podiatric services to December 31, 2022.

DEPARTMENT OF SOCIAL SERVICES

The Department of Social Services (DSS) serves, aids, and protects needy and
vulnerable children and adults in ways that strengthen and preserve families,
encourage personal responsibility, and foster independence. The Department’s major
programs include CalWORKs, CalFresh, In-Home Supportive Services (IHSS),
Supplemental Security Income/State Supplementary Payment (SSI/SSP), Child Welfare
Services, Community Care Licensing, and Disability Determination. Beginning

July 1, 2021, child care and nutrition programs will transition from the California
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Department of Education (CDE) to DSS. The Budget includes $36.2 billion ($14.4 billion
General Fund) for DSS programs in 2021-22.

Significant Adjustments:

e Food Banks—The Budget includes $30 million one-time General Fund above
program base funding levels for the Department of Social Services to fund existing
Emergency Food Assistance Program providers, food banks, tribes, and tribal
organizations to mitigate increases in food needs among low-income and
food-insecure populations. The recently enacted federal COVID-19 response and
relief bill includes increased benefits for CalFresh and the Emergency Food
Assistance Program.

* Supplemental Nutrition Benefit and Transitional Nutrition Benefit Programs
Adjustment—The Budget includes $22.3 million ongoing General Fund to reflect
adjusted benefit amounts mitigating the effects of the elimination of the SSI
Cash-Out policy.

* Cadlifornia Food Assistance Program (CFAP) Emergency Allotments—The Budget
includes $11.4 milion one-time General Fund for CFAP households to receive the
maximum allowable allotment based on household size.

CALIFORNIA WORK OPPORTUNITY AND RESPONSIBILITY TO KIDS

The CalWORKs program, California’s version of the federal Temporary Assistance for
Needy Families (TANF) program, provides temporary cash assistance to low-income
families with children to meet basic needs. It also provides welfare-to-work services so
that families may become self-sufficient. Eligibility requirements and benefit levels are
established by the state. Counties have flexibility in program design, services, and
funding fo meet local needs.

Total TANF expenditures are $9.3 billion (state, local, and federal funds) in 2021-22. The
amount budgeted includes $7.4 billion for CalWORKs program expenditures and

$1.9 billion in other programs. Other programs include expenditures for Child Care, Child
Welfare Services, Foster Care, Department of Developmental Services programs, the
Statewide Automated Welfare System, Work Incentive Nutritional Supplement,
California Community Colleges Child Care and Education Services, Cal Grants, and the
Department of Child Support Services.

The average monthly CalWORKs caseload is estimated to be 482,436 families in 2021-22,
a 19 percent increase from the revised 2020-21 projection. Prior to COVID-19, the
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CalWORKs caseload had decreased every year since 2010-11. Due to the COVID-19
Pandemic’s impact on the economy and initial spikes in caseload in the immediate
months following the pandemic, the CalWORKs caseload was projected to grow
significantly at the 2020 Budget Act. This caseload did not materialize likely due to
expanded and extended unemployment insurance benefits and direct stimulus
payments. The Budget includes revised caseload projections, driven by updated
assumptions and the uncertainty surrounding further federal relief and duration of the
public health emergency.

Significant Adjustments:

e CalWORKs Time on Aid Exemption—The Budget includes $46.1 million one-time
General Fund (TANF) block grant funding to temporarily suspend any month in
which CalWORKs aid or services are received from counting towards the CalWORKs
48-month time limit based on a good cause exemption due to the COVID-19
Pandemic.

* CalWORKs Grant Increase—The Budget reflects a 1.5-percent increase to CalWORKs
Maximum Aid Payment levels, effective October 1, 2021, which is estimated to cost
$50.1 million in 2021-22. These increased grant costs are funded entirely by the Child
Poverty and Family Supplemental Support Subaccounts of the Local Revenue Fund.

IN-HOME SUPPORTIVE SERVICES

The IHSS program provides domestic and related services such as housework,
transportation, and personal care services to eligible low-income aged, blind, and
disabled persons. These services are provided to assist individuals fo remain safely in
their homes and prevent more costly institutionalization. The Budget includes

$16.5 billion ($5.3 billion General Fund) for the IHSS program in 2021-22, a 10-percent
increase in General Fund costs over the revised 2020-21 level. Average monthly
caseload in this program is estimated to be 593,000 recipients in 2021-22, a 3.9-percent
increase from the revised 2020-21 projection.

Significant Adjustments:

e [|HSS Service Hours Restoration—The Budget includes $449.8 million General Fund in
2021-22 and $242.6 million General Fund in 2022-23 to reflect a delay in suspending
the 7-percent across-the-board reduction to IHSS service hours. The increased
funding for IHSS service hours is now proposed to be suspended on
December 31, 2022. The suspension will be lifted if the Administration determines
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through the 2022 Budget Act process that there is sufficient General Fund revenue
to support all suspended programs in the subsequent two fiscal years.

* Minimum Wage—The Budget reflects $1.2 billion ($557.6 million General Fund) to
support projected minimum wage increases to $14 per hour on January 1, 2021 and
$15 per hour on January 1, 2022.

* |HSS County Administration—The Budget no longer assumes savings to hold county
administration funding at the 2019-20 level, resulting in county administration costs
being updated for 2021-22 to include $17.8 million General Fund to reflect caseload
and Consumer Price Index adjustments.

SUPPLEMENTAL SECURITY INCOME/STATE SUPPLEMENTARY PAYMENT (SSI/SSP)

The federal SSI program provides a monthly cash benefit to eligible aged, blind, and
disabled persons who meet the program’s income and resource requirements. In
California, the SSI payment is augmented with an SSP grant. These cash grants assist
recipients with basic needs and living expenses. The federal Social Security
Administration administers the SSI/SSP program, making eligibility determinations,
computing grants, and issuing combined monthly checks to recipients. The state-only
Cash Assistance Program for Immigrants (CAPI) provides monthly cash benefits to aged,
blind, and disabled legal noncitizens who are ineligible for SSI/SSP due solely to their
immigration status.

The Budget includes $2.69 bilion General Fund in 2021-22 for the SSI/SSP program. This
represents a 0.6-percent decrease from the revised 2020-21 level. The average monthly
caseload in this program is estimated to be 1.18 million recipients in 2021-22, a
1.1-percent decrease from the 2020-21 projection. The SSI/SSP caseload consists of

69.4 percent persons with disabilities, 29.3 percent persons who are aged, and

1.4 percent blind.

Effective January 2021, the maximum SSI/SSP grant levels are $955 per month for
individuals and $1,598 per month for couples. The projected growth in the Consumer
Price Index is 2.2 percent for 2022. As a result, the maximum SSI/SSP monthly grant levels
will increase by approximately $17 and $26 for individuals and couples, respectively,
effective January 2021. CAPI benefits are equivalent to SSI/SSP benefits.

CHILDREN'S PROGRAMS

Child Welfare Services include family support and maltreatment prevention services,
child protective services, foster care services, and adoptions. California's child welfare
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system provides a continuum of services to children who are either af risk of or have
suffered abuse and neglect. Program success is measured in terms of improving the
safety, permanence, and well-being of children and families served. The Budget
includes $700.1 million General Fund in 2021-22 for services to children and families in
these programs, a decrease of $22.6 milion General Fund, or 3.1 percent, compared to
the 2020 Budget Act. When federal and 1991 and 2011 Realignment funds are
included, total funding for children’s programs is in excess of $8.9 billion in 2021-22. The
net decrease is primarily attributable to decreased caseload under the Continuum of
Care Reform and one-time funding related to child welfare services included in the
2020 Budget Act.

Significant Adjustments:

e COVID-19 Related Supports for Child Welfare Services—The Budget includes
$61.1 million General Fund in 2021-22 to support services related to quarantine
needs for foster youth and caregivers, temporary extension of assistance payments
to emergency caregivers, support to Family Resource Centers, state—administered
contracts for youth and family helplines, provision of laptops and cellular phones to
foster youth, assistance to families with youth who are at-risk of entering foster care,
and temporary provision of assistance payments to youth who turn 21 years of age
while in extended foster care after April 17, 2020, through December 31, 2021, and
for any nonminor dependent who met eligibility requirements for the Extended
Foster Care program and lost their employment or has experienced a disruption in
their education program resulting from COVID-19, and cannot otherwise meet any
of the participation requirements.

* Federal Family First Prevention Services Act Implementation—The Budget includes
$61.1 million ($42.7 million General Fund) to begin implementation of Part IV of the
federal Family First Prevention Services Act (FFPSA). FFPSA Part IV sets out new
criteria for non-foster home placement settings eligible for federal Title IV-E Foster
Care maintenance payments.

* Child Welfare Workforce Development—The Budget includes $10.1 million
($5.9 million General Fund) ongoing to establish an additional child welfare social
workers regional training academy in northern California (bringing the statewide
total to five academies), increase ongoing training for social workers and
supervisors, assess training effectiveness, and modernize how social worker training is
monitored and used to inform workforce development planning.
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* Delay Suspension of Various Children’s Issues—The Budget proposes to extend the
temporary augmentation to the Emergency Child Care Bridge Program, foster
family agencies, Child Welfare Public Health Nursing Early Intervention Program, and
the Family Urgent Response System from December 31, 2021, to December 31, 2022.
Estimated costs to delay the suspension in 2021-22 are $54.5 million General Fund.
The suspension will be lifted if the Administration determines through the
2022 Budget Act process that there is sufficient General Fund revenue to support all
suspended programs in the subsequent two fiscal years.

* Youth Returning from Out of State—In partnership with the Legislature, $5.2 million
one-time General Fund was allocated in December 2020 for the Department of
Social Services to support youth in their fransition back to California. These resources
are supporting county capacity building and supportive services for the returned
youth, COVID-related quarantine costs, and technical assistance to support
counties in placing the returning youth.

IMMIGRATION SERVICES

The Department of Social Services funds qualified nonprofit organizations to provide
immigration services to immigrants who reside in California via the unaccompanied
undocumented minors and Immigration Services Funding programs. The Budget
continues to include $75 million General Fund ongoing for immigration services.

Significant Adjustments:

* Rapid Response Program—The Budget includes $5 million one-time General Fund for
the Rapid Response Program to support entities that provide critical assistance/
services to immigrants during emergent situations when federal funding is not
available.

CHILD CARE

Since 2019, the state has invested approximately $400 million ongoing to expand early
education and child care. The COVID-19 Pandemic has disrupted the child care system
and federal funding has been critical to reducing long-term losses in this system. The
Budget focuses on avoiding further loss in this system and builds on the
recommendations made in the Master Plan for Early Learning and Care.

The 2020 Budget Act shifted early learning, child care and nutrition programs from the
Department of Education to the Department of Social Services. This fransition, which
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becomes effective July 1, 2021, will align all child care programs within a single
department in state government.

Significant Adjustments:

» State Operations—The Budget shifts $31.7 million ($0.? million General Fund) and
185.7 positions from the Department of Education to the Department of Social
Services to administer early learning, child care, and nutrition programs.

* Local Assistance—The Budget includes $3.1 billion ($1.3 billion General Fund) and
shifts the following programs, including: General Child Care, Alternate Payment
Programs, CalWORKs Stage 2 & Stage 3, Resource & Referral Programs, Migrant
Child Care Program, Severely Disabled Program, California Child Care Initiative,
Quality Improvement Activities, Local Planning Councils, and Child and Adult Care
Food Program.

e COVID-19 Related Support—The Budget includes $55 million one-time General Fund
to support child care providers' and families’ heeds as a result of the pandemic.

Updated Proposition 64 cannabis tax revenues will provide an additional $21.5 million
for child care slots in 2020-21 and $44 million ongoing. These funds will provide for 4,700
new child care slots.

For the first time, the Administration has begun the collective bargaining process with
Child Care Providers United representing child care providers to negotiate a
memorandum of understanding that governs the payments made to these

providers. The California Department of Human Resources is the Governor's designee to
meet and confer regarding matters within the scope of representation. DSS will support
bargaining and work to meet goals articulated in the Master Plan on Early Learning and
Care.

RESPONDING TO THE IMMEDIATE NEEDS OF CHILD CARE PROVIDERS

While conclusive data continue to be collected on the impact of the COVID-19
Pandemic on the state’s child care system, preliminary findings and anecdotal
evidence suggest that the loss of capacity in the state has been significant. Regardless,
many child care providers have gone to great lengths to continue to provide care to
children in a safe environment, and have taken on the added responsibility of helping
children in distance learning access their public school education. It is a priority for the
Administration to support these providers to the greatest extent possible, to preserve the
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existing system of care, and provide additional ongoing investments to improve and
expand the system.

Despite significant fiscal limitations, the 2020 Budget Act preserved funding for early
learning and care programs to the greatest extent possible, with a focus on serving the
children of income-eligible essential workers. This included:

Additional access to subsidized child care for children of essential workers
e Stipends for child care providers

* A funding hold harmless for child care providers that contract directly with the state
and have to close for health and safety reasons

* Paid non-operational days when a provider accepting vouchers has to close for
health and safety reasons

* Provider reimbursement at a child’s maximum certified level of need for all providers
accepting vouchers

* Family fee waivers for all families through August 31, 2020, with additional fee
waivers for families eligible for, but not receiving, in-person care due to COVID-19,
through June 30, 2021

The Administration took further action in October to provide $110 million to child care
providers to reimburse them for the cost of waived family fees and extend the length of
care for children of essential workers with temporary vouchers.

FEDERAL RELIEF

In late December, Congress passed a fifth stimulus bill, the Coronavirus Response and
Relief Supplemental Appropriations Act that includes approximately $10.3 billion for
child care and Early Start. The state is expected to receive approximately $1 billion. The
2020 Budget Act included language to guide the prioritization of additional federal
funds as follows:

* Up to $100 million for providers accepting vouchers to extend access to child care
for children of essential workers, at-risk children, and other eligible children
e Up to $90 million in child care provider stipends

* Up to $35 million to increase the number of paid non-operational days for providers
accepting vouchers that must close for health and safety reasons
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* Up to $30 million for reimbursing child care providers for family fees waived for
families enrolled, but not receiving in-person care, from September 1, 2020, to
June 30, 2021 (these costs were addressed by the Administration through the
October action)

e Up to $30 million to increase capacity for up to two years for subsidized child care
and preschool

* Up to $15 million to assist child care providers with the costs of re-opening

MASTER PLAN FOR EARLY LEARNING AND CARE

The 2019 Budget Act included $5 million one-time General Fund for a long-term
roadmap to universal preschool and a comprehensive, quality, and affordable child
care system. The Master Plan for Early Learning and Care was released on

December 1, 2020, and provides recommendations and a multi-year plan for
transforming the state’s child care and early education systems. Specific to child care
programs, the Master Plan’s recommendations include:

* Streamlining program requirements to unify state child care program.
* Promoting school readiness by increasing access to high-quality preschool.

* Improving quality of care by enhancing educator competencies and providing
affordable and accessible pathways for workforce advancement.

» Supporting equity by eliminating bias through practices and training, with specific
focus on children with disabilities and dual language learners.

* Adopting a comprehensive reimbursement rate structure that considers care
setting, costs associated with quality, characteristics of children served, and
workforce competencies.

* Developing data infrastructure that supports the quality of care by aggregating
data on the ways that families and educators experience the system.

Implementation of the Master Plan will require years of consistent investment and
reform. The 2020 Budget Act began implementation of the Master Plan with funding
dedicated to transition child care programs into a single agency. This transition
improves the ability of state government to streamline and unify all early childhood
services and eases the administration of child care provider collective bargaining,
which began in late 2020. The Budget builds on this work by providing an increase of
$44.3 million Cannabis Fund to expand access to child care vouchers for more than
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4,500 children, with $21.5 million available starting in 2020-21. The K-12 Education
chapter includes additional information about investments in early learning programs.

DEPARTMENT OF PUBLIC HEALTH

The Department of Public Health is charged with protecting and promoting the health
and well-being of the people of California. The Budget includes $4.2 billion ($1.1 billion
General Fund) in 2021-22 for the Department.

COVID-19 DISASTER RESPONSE

The Budget reflects over $1 billion in 2020-21 which represents state and federal support
for emergency response measures including supporting enhanced laboratory capacity
and testing, data-driven investigation, response and prevention, coordination with local
partners, and the Valencia Branch Laboratory. This total mainly reflects emergency
funds and federal grants processed as of late Fall 2020; additional anticipated current
year funding as of the Governor’s Budget is reflected elsewhere in the budget.

The Budget includes over $820 million in 2021-22 to continue and build on the
emergency response measures described above.

Significant Adjustments:

* New Cannabis Department—The Budget proposes to transfer 119 positions and
$29.0 million in 2021-22 from the Department of Public Health to support the
consolidation of resources for the new Department of Cannabis Control.

* Licensing and Certification—The Budget includes $19.1 million for year three of the
Los Angeles County contract and $4.5 million to support increased medical breach
and caregiver investigation workload.

* Childhood Reading Augmentatfion—The Budget includes $5 million one-time
General Fund for the Department of Public Health to provide books to low-income
children to improve child development and literacy.

DEPARTMENT OF DEVELOPMENTAL SERVICES

The Department of Developmental Services (DDS) provides individuals with
developmental disabilities a variety of services that allow them to live and work
independently or in supported environments. California is the only state that provides
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services to individuals with developmental disabilities as an entitlement. The Budget
includes $10.5 billion ($6.5 bilion General Fund) and estimates that approximately
386,753 individuals will receive developmental services by the end of 2021-22.

COVID-19 IMPACTS

The Budget includes $211.7 million ($150.4 million General Fund) to address COVID-19
impacts on the developmental services system. Funding supports utilization increases for
purchase of services above base funding levels and direct response expenditures for
surge capacity at the Fairview and Porterville Developmental Centers and other
operating costs in state-operated facilities.

REGIONAL CENTER EMERGENCY RESPONSE

In the last five years, DDS has been impacted by various emergencies and disasters
including wildfires, earthquakes, and public safety power shutoffs. The Budget includes
$2 million ($1.4 million General Fund) ongoing for regional center emergency
coordinators. Each regional center will receive a dedicated position to coordinate
emergency preparedness, response, and recovery activities for DDS consumers.

Other Significant Adjustments:

* Youth Returning from Out-of-State Foster Care—The Budget includes ongoing
$5.8 million ($3.5 million General Fund) for DDS to support approximately ten youth in
their fransition back to California. In partnership with the Legislature, one-time
$2.9 million ($1.8 million General Fund) was allocated in December, 2020 for these
purposes.

* Supplemental Rate Increase—The Budget includes $454.6 million ($261.2 million
General Fund) in 2021-22 to continue the supplemental rate increases included in
the 2019 and 2020 Budget Acts. The supplemental rate increases will be suspended
on December 31, 2022. The suspension will be liffed if the Administration determines
through the 2022 Budget Act process that there is sufficient General Fund revenue
to support all suspended programs in the subsequent two fiscal years.

e Uniform Holiday Schedule—The Budget includes $55.9 million ($35.8 million General
Fund) in 2021-22 to suspend implementation of the Uniform Holiday Schedule. The
funding will be suspended on December 31, 2022. The suspension will be lifted if the
Administration determines through the 2022 Budget Act process that there is
sufficient General Fund revenue to support all suspended programs in the
subsequent two fiscal years.
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DEPARTMENT OF STATE HOSPITALS

The Department of State Hospitals (DSH) administers the state mental health hospital
system, the Forensic Conditional Release Program, the Sex Offender Commitment
Program, and the evaluation and treatment of judicially and civilly committed patients.
The Budget includes $2.5 billion ($2.3 billion General Fund) in 2021-22 for support of the
Department. The patient population is expected to reach 6,361 by the end of 2021-22,
including patients receiving competency treatment in jail-based settings.

COVID-19 IMPACTS

The Budget includes $51.9 million one-time General Fund in 2021-22 to address the
impacts of COVID-19 including, but not limited to, isolation and testing capacity at
state hospitals, outside medical invoicing, and other supports for patients and
employees. As an additional safeguard, and to provide for increased surge capacity,
DSH has contractually secured a portion of the Norwalk facility to use as an alternate
care site. Due fo the recent increase in COVID-19 cases this facility was activated in
mid-December to provide for additional isolation space at DSH-Patton hospital.

FELONY INCOMPETENT TO STAND TRIAL POPULATION

The Department continues to experience a growing number of incompetent to stand
trial (IST) commitments who are referred from trial courts and are awaiting admission to
the state hospital system, which has been further exacerbated by the COVID-19
Pandemic. The number of ISTs pending placement into the state hospital system was
approximately 1,428 individuals in December 2020.

The Budget includes the followings proposals to address the number of ISTs pending
placement by increasing local capacity to provide treatment, housing, and other
necessary supports:

e Community Care Demonstration Project for Felony IST (CCDP-IST)—The Budget
includes $233.2 million General Fund in 2021-22 and $136.4 million General Fund in
2022-23 and ongoing to contract with three counties to provide a continuum of
services to felony ISTs in the county as opposed to state hospitals. This proposal seeks
to demonstrate the effectiveness of streamlining services to drive improved
outcomes for individuals with serious mental illness. This proposal is projected to serve
up to 1,252 ISTs in the county continuum of care settings in 2021-22.
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* Expansion of Community Based Restoration (CBR)—The Budget includes $9.8 million
General Fund in 2020-21, $4.5 million General Fund in 2021-22, and $5 million General
Fund in 2022-23 and ongoing to expand the current Los Angeles County CBR
program beginning in 2020-21 and establish new CBR programs in additional
counties in 2021-22. This proposal is projected to increase capacity by up to
250 beds in 2021-22.

* Reappropriation and Expansion of the IST Diversion Program—The Budget includes
$46.4 milion one-time General Fund, available over three years, to expand the
current IST Diversion program in both current and new counties. Additionally, the
Budget includes five-year limited-term funding of $1.2 milion General Fund annually
to support research and administration for the program. Further, the Budget
authorizes the reappropriation of existing program funds set to expire in 2020-21.

e Expansion of the Jail-Based Competency Treatment Program—The Budget includes
$785,000 General Fund in 2020-21 and $6.3 million General Fund in 2021-22 and
ongoing to expand the Jail-Based Competency Treatment program to seven
additional counties. This expansion is estimated fo increase capacity by up to
31 beds in 2021-22.

* Forensic Conditional Release Program (CONREP) Mobile Forensic Assertive
Community Treatment (FACT) Team—The Budget includes $5.6 million General Fund
in 2021-22, $8 million General Fund in 2022-23 and 2023-24, and $8.2 million General
Fund in 2024-25 and ongoing to implement a FACT team model within CONREP, in
lieu of the typical centralized outpatient clinic model, to expand community-based
tfreatment options for both ISTs and non-ISTs in counties and backfill State Hospital
beds with IST patients. This expansion is estimated to increase capacity by up to
100 beds in 2021-22.

e CONREP Continuum of Care Expansion—The Budget includes $3.2 million General
Fund in 2020-21 and $7.3 million General Fund in 2021-22 and ongoing to increase
the step-down capacity in the community in order to transition more stable non-IST
patients out of state hospital beds and backfill state hospital beds with IST patients.
This expansion is estimated to increase capacity by up to 40 beds in 2021-22.

OTHER HEALTH AND HUMAN SERVICES ADJUSTMENTS

* Supporting Local Child Support Agency Administration—The Budget includes
$24.9 million ($8.5 million General Fund) ongoing for local child support agencies to
improve child support collections and services and $23.8 million ($8.1 million General
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Fund) ongoing for local child support courts and state operations child support
funding.

» Office of Youth and Community Restoration—The Budget includes $3.4 million
General Fund in 2021-22 and $3.1 million ongoing General Fund to develop reports
on youth outcomes in the juvenile justice system, staff a Child Welfare Council
committee focused on improving outcomes for justice-involved youth, and create
an Office Ombudsperson.

* Center for Data Insights and Innovation—The Budget proposes to consolidate
existing resources to establish a Center for Data Insights and Innovation within the
Agency. The Center will focus on leveraging data to develop knowledge and
insights to improve program delivery and drive system transformation across health
and human services.

1991 AND 2011 REALIGNMENT

The programs for 1991 and 2011 Realignment are funded through two sources: state
sales tax and vehicle license fees. These fund sources are projected to increase by
5.6 percent from 2019-20 to 2020-21 and decrease by 1.9 percent from 2020-21 to
2021-22.
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2011 Redlignment Estimate at 2021 Governor's Budget

Law Enforcement Services
Trial Court Security Subaccount
Enhancing Law Enforcement Activities Subaccount
Community Corrections Subaccount
District Attorney and Public Defender Subaccount
Juvenile Justice Subaccount
Youthful Offender Block Grant Special Account

Juvenile Reentry Grant Special Account
Growth, Law Enforcement Services

Mental Health

Support Services
Protective Services Subaccount
Behavioral Health Subaccount

Women and Children's Residential Treatment
Services

Growth, Support Services

Account Total and Growth

Revenue
1.0625% Sales Tax
General Fund Backfill
Motor Vehicle License Fee
Revenue Total

This chart reflects estimates of the 2011 Realignment subaccount and growth allocations based on current revenue forecasts and in
accordance with the formulas outlined in Chapter 40, Statutes of 2012 (SB 1020).
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($ millions)
2019-20 2019-20 2020-21 2020-21 2021-22 2021-22
Growth Growth Growth
$2,600.4 $2,633.8 $2,682.7
558.2 0.0 567.0 $10.1 563.7 0.0
4899 $2244 489.9 247.3 4899 $210.7
1,344.7 0.0 1,366.0 759 11,4083 0.0
40.9 0.0 41.6 5.1 455 0.0
166.7 0.0 169.3 10.0 175.3 0.0
(157.5) - (160.0) 9.4) (165.6) -
(9.2) - (9.3 (0.6) 9.7) -
224.4 348.4 0.0 210.7
$1,120.6 0.0 $1,120.6 $9.4 $1,120.6 0.0
$3,825.1 $3,885.6 $3,969.3
2,359.9 00 23972 $846 24239 0.0
1,465.2 00 14884 940 15454 0.0
(5.7) (5.7) (5.1)
0.0 188.0 0.0
$7,770.5 $8,176.4 $7,983.3
$7,050.2 $7,427.2 $7,276.7
6.0 12.0 6.0
747.3 749.0 788.1
$7,770.5 $8,176.4 $7,983.3
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1991 Redalignment Estimate at 2021 Governor's Budget
Dollars in Thousands

2019-20 State Fiscal Year

CalWORKs Social Mental Family Child

Amount MOE Health Services Health  Support Poverty Totals

Base Funding

Sales Tax Account $742,048 $- $2,296,188 $- $443649 $102,919 $3,584,804

Vehicle License Fee Account 363,383 1,050,566 216,223 - 152435 290,884 2,073,492

Subtotal Base $1,105,432 $1,050,566 $2,512,411 $- $596,085 $393,803 $5,658,296

Growth Funding

Sales Tax Growth Account: - - - - - - -
Caseload Subaccount - - - - - - -
County Medical Services Growth Subaccount - - - - - - -
General Growth Subaccount - - - - - - -

Vehicle License Fee Growth Account - - - - - - -

Subtotal Growth $- $- $- $- $- $- $-

Total Realignment 2019-20" $1,105,432 $1,050,566 $2,512,411 $- $596,085 $393,803 $5,658,296

2020-21 State Fiscal Year

Base Funding

Sales Tax Account $742,048 $23,890 $2,296,188 $- $419,759 $102,919 $3,584,804

Vehicle License Fee Account 363,383 1,016,414 216,223 - 186,586 290,884 2,073,492

Subtotal Base $1,105,432 $1,040,304 $2,512,411 $- $606,346 $393,803 $5,658,296

Growth Funding

Sales Tax Growth Account: $6,372 $21,182 $68,917 $36,594 - $50,632 $183,698
Caseload Subaccount - - (68,917) - - - (68,917)
County Medical Services Growth Subaccount - - - - - - -
General Growth Subaccount (6,372) (21,182) - (36,594) - (50,632) (114,780)

Vehicle License Fee Growth Account 8,747 29,077 - 50,233 - 69,503 157,559

Subtotal Growth $15,119 $50,259 $68,917 $86,826 $- $120,135 $341,257

Total Realignment 2020-21" $1,120,551 $1,090,564 $2,581,328 $86,826 $606,346 $513,938 $5,999,553

Change From Prior Year $15,119 $39,998 $68917 $86,826 $10,262 $120,135  $341,257
2021-22 State Fiscal Year

Base Funding

Sales Tax Account $752,888 $- $2,345276 $25,545 $460,934 $152,263 $3,736,906

Vehicle License Fee Account 367,663 1,096,570 212,429 47288 113,889 354,063 2,191,902

Subtotal Base $1,120,551 $1,096,570 $2,557,704 $72,833 $574,823 $506,327 $5,928,808

Growth Funding

Sales Tax Growth Account: - - - - - - -
Caseload Subaccount - - - - - - -
County Medical Services Growth Subaccount - - - - - - -
General Growth Subaccount - - - - - - -

Vehicle License Fee Growth Account - - - - - - -

Subtotal Growth $- $- $- $- $- $- $-

Total Realignment 2021-22" $1,120,551 $1,096,570 $2,557,704 $72,833 $574,823 $506,327 $5,928,808

Change From Prior Year $0 $6,005 -$23,624 -$13,993 -$31,523  -$7,611 -$70,745

" Excludes $14 million in Vehicle License Collection Account moneys not derived from realignment revenue sources.
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HOUSING AND HOMELESSNESS

HOUSING

The COVID-19 Pandemic exacerbated California’s already existing housing crisis. The
Administration remains focused on addressing the housing crisis and fostering an
equitable economic recovery through targeted investments and reforms, continued
resources to increase the supply of very-low, low- and moderate-income housing, and
focused provision of stability for households most impacted by the COVID-19
Pandemic.

RECENT ACTIONS AND INVESTMENTS

The state has invested billions of dollars and taken other actions in recent years to
bolster housing production through dedicated revenue sources, low-income housing
tax credits, planning and infrastructure grants, mixed-income construction loans, and
opportunities to build affordable housing on state excess lands. Recent investments
include ongoing revenue for affordable housing through real estate transaction fees
(approximately $277 million in 2021-22), a $4 billion voter-approved housing bond to
finance existing housing programs, including infill infrastructure grants and the
Multifamily Housing Program, and $1 billion to provide housing purchase assistance for
veterans. In 2014, the state also began investing 20 percent of Cap and Trade auction
proceeds ($426 million in 2021-22) in the Affordable Housing and Sustainable
Communities program to fund land-use, housing, transportation, and land preservation
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projects to support infill and compact development that reduces greenhouse gas
emissions.

In addition, the 2019 Budget Act made significant one-time investments of $1.75 billion
to support efforts to accelerate housing production statewide. This included $500 million
for infrastructure grants, $500 million to finance the production and preservation of

low- and moderate-income housing, and $250 million for technical assistance and
planning. Additionally, the 2019 and 2020 Budget Acts allocated a total of $1 billion in
expanded state housing tax credits. These investments spurred production and
bolstered preservation of low- and moderate income housing across the state.

COVID-19 PANDEMIC IMPACTS ON HOUSING

The COVID-19 Pandemic created a historic disruption in the economy that has had a
disproportionate impact on low-wage workers. As of December, over 4 million were on
some form of unemployment benefits and many households were closer to exhausting
benefits as economic impacts continued because of the pandemic. As aresult, in a
November survey, more than one in four renter households in California were uncertain
whether they would be able to pay December rent.

PREVENTING EVICTIONS AND FORECLOSURES

The COVID-19 Pandemic has resulted in losses of income negatively impacting renters
and some homeowners across California, particularly low-wage workers and
communities of color. Direct federal assistance and expanded and extended
unemployment insurance have helped individuals to pay rent. Some local governments
have also allocated Coronavirus Relief Funds towards additional housing supports.
Homeowners, including landlords, have also been impacted and many have been
able to obtain a forbearance of up to one year due to financial hardship; for all
federally backed loans, a loan servicer may not foreclose until the end of February. In
addition, interest rates have remained at historically low levels, allowing many landlords
and homeowners to refinance at lower rates and with lower payments. There are also
multiple federal and state loan programs that have provided assistance to impacted
property owners.

Last August, Chapter 37, Statutes of 2020 (AB 3088) was enacted—the nation’s strongest
statewide eviction protections. While this measure prevented California from
experiencing a wave of evictions that other states are now facing by protecting many
tenants from evictions, many provisions of this law expire on January 31, 2021. The
Budget includes $11.7 million one-time General Fund in 2020-21 for trial courts to process
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the anticipated increase in unlawful detainer and small claims filings resulting from
AB 3088. (More information can be found in the Judicial Branch Chapter.)

AB 3088 also charged Business, Consumer Services and Housing Agency (BCSH) with
engaging stakeholders on strategies and approaches the state can take to direct
potential future federal stimulus funding to most effectively provide relief to distressed
tenants, landlords, and property owners. Most stakeholders advocated for prioritizing
assistance to low-income households and small landlords.

In late December, a federal COVID-19 relief bill was enacted that included $25 billion in
rental assistance, approximately $2.6 billion of these funds are estimated to be directed
to California, split between the state and local governments with populations over
200,000. This rental assistance will be used to support low-income tenants under

80 percent of Area Medium Income (AMI), with a priority for those under 50 percent of
AMI. These resources can be used to address rent and past due utilities as well as future
rental payments.

The bill also expanded and extended unemployment benefits by an additional
11 weeks and provides $600 economic impact payments to certain individuals. These
resources will be critical for households to pay rent.

More needs to be done to protect low-income renters. The Administration is seeking an
immediate extension fo AB 3088 to extend eviction protections past January 31, 2021.
This will allow the state to implement new federal resources to be allocated in an
effective and equitable manner while allowing individuals and families to remain
housed.

The Budget is also asking the Legislature to take immediate action to refund $600 to alll
2019 taxpayers who received a California Earned Income Tax Credit (Cal EITC) in 2020
as well as to 2020 taxpayers with individual tax identification numbers (ITINs) who will
receive a Cal EITC in 2021 to help pay rent. (More information on this proposal can be
found in the COVID-19 Pandemic Response Chapter.)

OTHER EFFORTS

* Fair Housing Enforcement—The Administration seeks to further fair housing and
equity principles to assist Californians impacted by housing instability caused by the
pandemic. To this end, the Budget proposes $2 million General Fund for the
Department of Fair Employment and Housing, the state’s civil rights agency, to
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conduct outreach education campaigns, housing surveys, and prosecute violations
of anti-housing discrimination laws.

* National Mortgage Settlement Program—3$331 million in National Mortgage
Settlement funds are helping to prevent avoidable foreclosures and evictions. In
2020-21, the Judicial Council provided $31 million to local legal service organizations
and the California Housing Finance Authority (CalHFA) has recently provided the
remaining funds to more than 90 certified housing counselors throughout California.
CalHFA also plans to provide mortgage assistance funds in 2021-22, helping
homeowners keep their homes during the COVID-19 Pandemic and beyond.

ECONOMIC RECOVERY INVESTMENTS

The Budget proposes investments and continued reforms to stimulate economic
recovery and bolster long-term fair and affordable housing production, building on
successful legislative and Administration initiatives in recent years.

INFILL INFRASTRUCTURE GRANT PROGRAM

The Budget includes $500 million General Fund for the Infill Infrastructure Grant Program
to accelerate economic recovery through the creation of jobs and long-term housing
development. The Administration is asking the Legislature to take early action on

$250 million of the Infill Infrastructure Grant investment in 2020-21. This will provide
needed funds for investments that will stimulate housing construction as developers
navigate a housing market impacted by the COVID-19 Pandemic. Furthermore, the
proposed investment could be available for housing projects that also include
necessary site remediation, ultimately unlocking additional sites for affordable housing,
and enhancing the state’s broader environmental and equity goals.

Low-INCOME HOUSING TAX CREDITS

Tax credits attract private investment in affordable housing by offering a
dollar-for-dollar credit against an investor's state or federal taxes owed. The 2019 and
2020 Budget Acts authorized an additional $500 million in low-income housing tax
credits each year. To maximize the allocation of these credits, the California Tax Credit
Allocation Committee and the California Debt Limit Allocation Committee adopted
regulations aimed at increasing affordable housing production, containing costs, and
maximizing public subsidy and benefit of the credits. To continue this valuable
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investment in affordable housing production, the Budget proposes a third round of
$500 million in low-income housing tax credits. This will further reduce funding gaps in
affordable housing units statewide.

EXCESS STATE LAND DEVELOPMENT

The Administration is committed to using excess state lands more effectively to address
the housing crisis. The state has solicited affordable housing developers to build projects
that use innovative, creative, and streamlined approaches to build affordable housing
on identified state excess lands. Currently, three projects are underway in Sacramento,
Stockton and South Lake Tahoe, and the state has an additional nine sites in the
pipeline in the coming calendar year. The Budget proposes statutory changes to
encourage additional innovative development, including authorizing market-rate and
commercial development that will provide flexibility and financial feasibility to subsidize
fair and affordable housing production on excess lands.

CONSTRUCTION APPRENTICESHIPS

Housing can be developed in alignment with workforce development goals as a
comprehensive strategy to support equitable economic recovery and resiliency. The
Budget proposes $8.5 million one-time General Fund through the California Workforce
Development Board to expand access to state-approved construction apprenticeships
through multi-craft pre-apprenticeship programs and High Road Training Partnerships.
See the Equitable and Broad-Based Recovery Chapter for further information.

MAXIMIZING HOUSING PRODUCTION AND ACCOUNTABILITY LAWS

LOCAL ACCOUNTABILITY FRAMEWORK

The state has enacted a variety of planning and zoning laws in recent years to increase
and streamline production and to encourage local pro-housing decision-making,
thereby making progress on the state’s housing and equity goals. With these strong laws
in place, more must be done to hold local governments accountable for meeting their
obligations by assisting them in complying with state law and enforcing these laws
through existing powers, so that communities build housing to meet the needs of their
residents.

Local governments must fully implement their duties under existing housing laws like
density bonuses, streamlining, and requirements to plan for adequate new housing.
These strong laws, many of which have been enacted in the past several years, already
enable streamlining and approval for millions of units. The Administration will work

GOVERNOR'S BUDGET SUMMARY — 2021-22 127



HOUSING AND HOMELESSNESS

closely with local government partners to provide technical assistance and education
about local responsibility to plan for and permit housing. In the rare case that a locall
government disregards its obligations, the state intends to engage in a cohesive and
comprehensive process to pursue legal remedies available under existing state law.

The Budget includes resources to create a Housing Accountability Unit atf the
Department of Housing and Community Development (HCD) to further facilitate
affordable housing production through monitoring, technical assistance, and
enforcement of existing housing production laws. This includes $4.3 million General Fund
for HCD to provide technical assistance to help local governments meet planning and
zoning requirements to provide proactive engagement before enforcement becomes
necessary. These additional resources will allow HCD to act as an ombudsman and
help local governments navigate and comply with state housing laws and make
sufficient progress toward their Regional Housing Needs Allocation (RHNA).

Meanwhile, the state continues to work to improve the overall RHNA process to set
more ambitious housing planning goals. HCD continues to work with local governments
to pursue pro-housing policies such as reduced parking requirements, reduced
development impact fees, and by-right zoning, by providing additional points or
scoring preferences in various competitive state grant programs. Promulgation of the
pro-housing regulations is targeted for early 2021.

TARGETED ENVIRONMENTAL EXEMPTIONS

While many important streamlining and exemption provisions already exist in current
law, incongruent definitions or processes sometimes make these benefits complicated,
if not impossible, to access. One-time California Environmental Quality Act streamlining
for Homekey projects in 2020 demonstrated the importance of clear, usable
streamlining provisions. The Homekey exemptions enabled the state and locall
jurisdictions to bring an unprecedented number of new affordable housing units online
in record time. Continued strategic and targeted use of CEQA exemptions will be an
important component of making affordable housing production more objective,
aligning key definitions and administrative processes, reducing costs and time spent in
CEQA litigation, all while not limiting the fundamental purpose of environmental
profections.

IMPROVING AFFORDABLE HOUSING FUNDING PROCESSES

The Administration is committed to improving the efficient allocation of affordable
housing funding. The state has many different housing funding programs, each with its
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own scoring criteria and timelines. While steps have been taken to begin to improve
coordination across all state housing agencies, more work remains. This includes:

* Improving HCD's Funding Process—The Administration continues to streamline
housing funding programs to facilitate an efficient allocation of recent significant
state investments. Recently enacted legislation, Chapter 192, Statutes of 2020
(AB 434) directed HCD to align its major rental housing programs with a single
application and scoring system by 2022. To assist in these streamlining efforts, the
Budget includes $2.7 million General Fund for HCD to implement AB 434.

* Harmonizing State Programs—In addition to actively implementing AB 434, BSCH
and the Treasurer’s Office have established a working group to improve and
coordinate a variety of housing finance programs. HCD also implemented a short
pause on issuing new Noftices of Funding Availability so that the billions of dollars
awarded to affordable housing projects around the state align with the regulations
promulgated by the California Debt Limit Allocation Committee and Tax Credit
Allocation Committee.

HOMELESSNESS

Recent state budgets have provided local jurisdictions with historic levels of funding to
address homelessness. Since 2018, $1.45 billion has been provided to local governments
for the Homeless Emergency Aid Program and the Homeless Housing, Assistance and
Prevention Program to support regional coordination and immediate homelessness
challenges. These investments demonstrate California’s commitment to working
collaboratively with local partners to mitigate this crisis.

However, to find solutions to homelessness and achieve housing for all, there must be
increased attention to solving—and not just mitigating—this crisis. To truly achieve a
functional end to homelessness, it is imperative that both state and local governments,
with support from the federal government, focus on the following five components of
an effective framework to end homelessness: prevention, shelter, housing, long-term
supportive services, and conservatorship.

HOMELESS COORDINATING AND FINANCING COUNCIL

The Homeless Coordinating and Financing Council (HCFC), within BCSH, is confinuing to
build the first-ever statewide homelessness data warehouse with cooperation from alll
44 Cdlifornia Continuums of Care. In October 2020, the HCFC adopted a two-year
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framework and goals to strengthen coordination across state, regional and local
partners with a focus on strengthening homelessness systems, people experiencing
unsheltered homelessness, sheltering and interim housing, permanent housing, and
homelessness prevention.

HOUSING VULNERABLE POPULATIONS DURING THE PANDEMIC

Early in the COVID-19 Pandemic, the state acted swiftly by partnering with local
governments to provide safe, non-congregate shelter through the securing of hotel and
motel rooms for vulnerable individuals experiencing homelessness to avoid being
exposed or prevent the spread of the COVID-19 virus in a congregate setting. In

March 2020, $150 million in federal Coronavirus Relief Funds (CRF) was allocated to
HCFC and the Department of Social Services (DSS) to assist local jurisdictions with
securing hotel and motel rooms, acquiring trailers to safely house homeless populations
most at risk, and providing hygiene stations and outreach to unsheltered individuals. This
was followed by $300 million in flexible grants to local governments to address
homelessness during the pandemic. Then in November 2020, an additional $62 million
was made available from the Disaster Response-Emergency Operations Account for
continued Project Roomkey site operations and to begin transitioning those residents to
permanent housing. Since March 2020, Project Roomkey has successfully provided
medically necessary interim housing for over 23,000 people over 42 counties.

As part of the state’s continued response to the public health emergency, the

2020 Budget Act allocated $550 million of the state's direct allocation of federal CRF to
purchase hotels, motels, residential care facilities, and other housing that can be
quickly converted and rehabilitated to provide permanent housing for persons
experiencing homelessness, and who are also at risk of COVID-19. The HCD provided
grants to local jurisdictions to acquire these facilities, which are owned and operated at
the local level. Due to unprecedented demand from local jurisdictions, an additional
$200 million CRF was subsequently provided to enable counties and tribes to acquire
additional sites for permanent housing. In addition, $50 million one-time General Fund
and $45 million in philanthropic funding was directed to this effort. As of December
2020, HCD has awarded $846 million to 51 local agencies for 94 projects, providing over
6,000 housing units for individuals or families and helping to stop the spread of COVID-19
among this vulnerable population.
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EXPANDED FACILITIES TO SUPPORT HOUSING FOR ALL

Building upon the success of Homekey, the Budget proposes $1.75 billion one-time
General Fund to further develop a broader portfolio of housing needed to end
homelessness through contfinued acquisitions and creation of new units.

* Continued Homekey Acquisitions—The successful pace of the first round of
Homekey funding demonstrates the need for additional investments, particularly in
the midst of a pandemic. The Budget includes $750 million one-time General Fund
for HCD to continue to provide competitive grants for local governments to
purchase and rehabilitate housing, including hotels, motels, vacant apartment
buildings, and other buildings, and convert them into interim or permanent
long-term housing. To sustain this momentum and meet local governments’
demand for additional funding, the Administration is asking the Legislature to take
early action to approve $250 million one-time General Fund in 2020-21 to continue
funding Homekey projects. As part of this early action, the Administration proposes
the same streamlining benefits provided by the Legislature in 2020 be extended to
all future Homekey acquisitions and rehabilitation projects so that local
governments can continue to successfully expend funds at the pace necessary to
match the urgency of the homelessness crisis.

* Behavioral Health Continuum Infrastructure—As the state broadens the range of
services provided through California Advancing and Innovating Medi-Cal (CalAIM)
and the Serious Mental lliness/Serious Emotional Disturbance Waiver, the
Department of Health Care Services aims to reduce homelessness, incarceration,
unnecessary hospitalizations, and inpatient stays by appropriately utilizing
community-based models of care. Increased investment in behavioral health
continuum infrastructure is a key part of these efforts. Infrastructure is critical fo make
outpatient tfreatment options more widely available and to help counties treat
individuals in less restrictive, community-based, residential settings of care. The
Budget proposes $750 million one-time General Fund, available over three years, for
the Department of Health Care Services to provide competitive grants to counties
for the acquisition and rehabilitation of real estate assets to expand the community
contfinuum of behavioral health tfreatment resources. These resources seek
to improve the comprehensive continuum of services by providing short-term crisis
stabilization, acute needs, peer respite, and other clinically enriched longer-term
freatment and rehabilitation opportunities for persons with behavioral health
disorders, in the least-restrictive and least-costly setting. The Administration estimates
that this proposal will result in the addition of at least 5,000 beds, units, or rooms.
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Counties will be required to provide a match of local funds. The Administration is
also exploring opportunities to repurpose relinquished adult jail bond financing o
invest in short-term residential mental health facilities. (See the Criminal Justice
Chapter for additional information.)

* Expanded Facilities to Support Housing—The Budget proposes $250 million one-time
General Fund for the Department of Social Services to counties for the acquisition
or rehabilitation of Adult Residential Facilities (ARF) and Residential Care Facilities for
the Elderly (RCFE) with a specific focus on preserving and expanding housing for
low-income seniors.

TOTAL HOUSING AND HOMELESSNESS INVESTMENTS

The state continues to make progress in meeting its Housing for All goals through a
multi-pronged approach including housing grants, loans, tax credits, property
acquisitions, and supportive services. In total, the Governor's Budget includes more
than $8 billion in housing resources and $2 billion in homelessness resources, as detailed
below.
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2021-22 Affordable Housing Funding
(Dollars in Millions)

Department Program Amount
Veterans and Affordable Housing Bond Act Programs (Prop 1) $490.0
No Place Like Home Program $400.0
) ) Building Homes and Jobs Fund Programs (SB 2) $277.0
BZS:E r::‘r:n(:f Housing and Community Infill Infrastructure Grant Program Economic Recovery Investment $500.0 V/
Federal Funded Programs for Housing $78.6 %
Veterans Housing and Homelessness Prevention $75.0
Various $17.0
Single Family First Mortgage Lending $3,000.0
Multifamily Conduit Lending $1,200.0
o . . v Multifamily Permanent Lending $410.0
California Housing Finance Agency® Mixed-Income Loan Program $40.0
Single Family Down Payment Assistance $95.0
Special Needs Housing Program $15.0 ¥
Low Income Housing Tax Credits (State) $602.7
Tax Credit Allocation Committee Low Income Housing Tax Credits (Federal) $330.9 ¥
Farmworker Housing Assistance Tax Credits $4.2
Strategic Growth Council Affordable Housing and Sustainable Communities $426.0 @
Department of Veterans Affairs CalVet Farm and Home Loan Program (Prop 1) $170.0
Domestic Violence Housing First Program $23.0
Transitional Housing Program $18.0
Office of Emergency Services Specialized Emergency Housing $10.0

7t
Domestic Violence Assistance, Equality in Prevention and Services, Human

Trafficking Victim Assistance, North American Domestic Violence and Sexual Assault

. . Specialized Treatment of Optimized Programming, Parolee Service Center, Day 7
California Department of Corrections and . L
P Reporting Center, Female Offender Treatment and Employment Program, Proposition -
Rehabilitation
47 Grant Program
CalWORKS Housing Support Program $95.0
Department of Social Services o
CalWORKS Family Stabilization, Housing Component $6.4
Housing Opportunities for Persons with AIDS (HOPWA) $5.0
Department of Public Health Housing Plus Program $1.0

HIV Care Program -

Total $8,289.8

1/ Of this amount, $250 million is proposed for early action in 2020-21, for the Infill Infrastructure Grant Program to stimulate economic recovery.

2/ This amount reflects programs that receive federal funds, such as the Community Development Block Grant program. Unawarded COVID-19 related
relief funds (e.g., CARES Act) are not reflected. Additional federal funds related to COVID-19 response may become available in 2021-22.

3/ CalHFA is self-supporting and its single family and conduit lending programs do not rely on the state General Fund. Funding estimates are based on
lending activities from 2019-20, available program resources, volume cap allocation, and multifamily lending pipeline projections.

4/ Funding estimate represents voluntary allocations of local Proposition 63 funds from 16 participating counties.

5/ This represents the estimated 9 percent tax credits to be allocated in 2021 and the estimated amount of 4 percent credits to be awarded in 2021 based
on current data and remaining bond cap. Most disaster credits were allocated in 2020 and excluded from 2021 9 percent tax credits estimate.

6/ The Affordable Housing and Sustainable Communities program amount reflects 20 percent of projected Cap and Trade revenues.

7/ The state provides a number of wrap-around supportive services through these programs including housing, which cannot be separated from the
program’s overall budget.

8/ Cf the $48.5 million available for CalWORKs Family Stabilization in 2020-21, $6.4 million is estimated to be spent on housing.
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2021-22 Homelessness Funding

(Dollars in Millions)

Department Program Amount
Continued Homekey Acquisitions $750.0 "/
i i 2/
Department of Housing and Community Federal Funded Programs for Homelessness $43.0
Development
Transitional Housing Program $8.0
Various Homeless Youth Programs $1.0
Office of Emergency Services
Youth Emergency Telephone Network $0.6
Expanded Facilities to Support Housing $250.0
Department of Social Services CalWORKS Homeless Assistance Program $38.5 ¥
Housing and Disability Advocacy Program $25.0
. Behavioral Health Continuum Infrastructure $750.0
Department of Health Care Services
Project for Assistance in the Transition from Homelessness $8.8
Department of Transportation Homeless Encampment Cleanup on the State Highway System $12.4
. . Basic Needs Funding - Student Hunger and Homelessness Programs $100.0 ¥
California Community Colleges
Rapid Rehousing $9.0
o . . Basic Needs Funding - Student Hunger and Homelessness Programs $15.0 ¥
California State University
Rapid Rehousing $6.5
Basic Needs Funding - Student Hunger and Homelessness Programs $15.0 ¥
University of California
Rapid Rehousing $3.5
Total $2,036.3

1/ Of this amount, $250 million is proposed for early action in 2020-21, for continued Homekey acquisitions.

2/ This amount reflects programs that receive federal funds, such as the Emergency Solutions Grant program. Unawarded COVID-19 related relief funds

(e.g., CARES Act) are not reflected.

3/ Amount reflects cost of recent policy changes, but not base funding since program expenditures are embedded within the overall CalWORKSs grants

expenditures and cannot be extracted.

4/ These programs support basic needs partnerships for low-income students facing housing or food insecurity. These amounts exclude basic needs funding
provided to address student mental health and digital equity needs.
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CLIMATE CHANGE

limate change continues to have a significant impact on California. The months
C of August through October were the hottest on record in California. In 2020,
catastrophic wildfires consumed over four million acres, far more than any previous
year in the state’s history. Climate-related disasters are occurring at a speed and scale
not expected until the end of this century.

In the face of this challenge, the Administration is taking actions to transform the state’s
transportation system, responsible for more than half of California’s climate
change-inducing greenhouse gas emissions. Executive Order N-79-20 established
aggressive statewide targets to accelerate the shift toward zero-emission vehicles. The
state also made bold commitments to conserve more of California’s land and coastal
waters, and use the state’s natural and working lands to provide solutions to the climate
crisis.

The Budget builds on these commitments and also supports a comprehensive wildfire
and forest resilience strategy to reduce wildfire risks to vulnerable communities and
critical habitats. These efforts put California on a path to accelerate the state’s
transition to a resilient, equitable, carbon neutral future that creates economic
prosperity. Sustainable economic growth requires sustainable environmental policies, as
preventing crises is less disruptive than responding to them. Additionally, the
Administration is committed to developing the next round of scientific assessments of
climate change impacts to inform the state's investments and programs and will work
with the Legislature, philanthropy and other stakeholders to accomplish this goal.
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WILDFIRE AND FOREST RESILIENCE

In 2020, 2,000 wildfires burned over four million acres across the state, more than the
2017 and 2018 fire seasons combined and significantly higher than the most recent
five-year average of acres burned. Hotter, drier conditions in the state’s forests, driven
by climate change and the consequences of a century-old legacy of fire suppression,
have generated unparalleled fuel conditions that result in significant wildfire risk.

In August 2020, the Administration entered into a shared stewardship agreement with
the U.S. Forest Service, mapping out a 20-year, science-based framework to improve
wildfire resilience and forest health, including a commitment to complete forest
management projects on one million acres of California's state and federal forest and
rangeland every year.

To address the scale and urgency of these wildfire risks, the Budget includes $1 billion to
support the Forest Management Task Force's Wildfire and Forest Resilience Action Plan,

including $323 million proposed for early action in 2020-21 to accelerate fire prevention
projects that protect communities and other efforts to jumpstart economic recovery in

the forest sector.

This comprehensive strategy supports investments in the following priorities:

* Expanding appropriate forest management to reduce catastrophic wildfire risk and
restore the ecological health of forests;

» Securing more fuel breaks around vulnerable communities to protect residents and
property; and

* Supporting hardening homes and infrastructure in communities to mitigate wildfire
damages.

This proposal will improve public safety across California’s most wildfire-vulnerable
communities and significantly increase the pace and scale of forest management
projects. This investment will also enable regional efforts to build a pipeline of wildfire
resilience projects, expand fire-adapted homes and communities, improve stewardship
on state lands, and create high-road jobs while jumpstarting small businesses that meet
California’s climate objectives.

The $1 billion Wildfire and Forest Resilience Expenditure Plan includes the following
investments:
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Wildfire and Forest Resilience Expenditure Plan
(Dollars in Millions)

Early Budget
Investment o
Catego Department Program Action Year Total
gory 2020-21 2021-22
Forest Health Program $70 $100 $170
Forest Improvement
Program for Small $10 $40 $50
Landowners
CAL FIRE - Al N
Rorfes fgfcyN $8 $17 $25
Resilient Forests eforestation Rursery
& Landscapes Urban Forestry $10 $13 $23
Tribal Engagement $1 $19 $20
State Parks, Fish & Wildlife & Stewardship of State-Owned
State Lands Commission Land 319 IPE ke
Sierra Nevada & Tahoe Project Implementation in
Conservancies High-Risk Regions ] Ve v
CAL FIRE Unit Fire Prevention
Projects Sl A 2
CAL FIRE Fire Prevention Grants $50 $80 $130
Wildfire Fuel Prescribed Fire & Hand $15 $35 $50
Crews
Breaks
California Conservation Forestry Corps & Fuel
Corps Reduction Projects o VA A
. Regional Forest & Fire
Department of Conservation Soleediy $25 $60 $85
Cal OES & CAL FIRE Home Hardening $25 $0 $25
Community  CAL FIRE Defensible Space Inspectors $0 $6 $6
Hardening
CAL FIRE & University of Land Use Planning & Public $0 $7 $7
California Education Outreach
Ecological Monitoring,
CAL FIRE Research & Adaptive $3 $17 $20
M t
Science-Based anagemen
RITEISE il Natural Resources Agency  Remote Sensing $0 $15 $15
Air Resources Board & Water . . .
Board Permit Efficiencies $0 $4 $4
IBank Climate Catalyst Fund $47 $2 $49
Forest Sector
Economic  CAL FIRE Workforce Training $6 $18 $24
Stimulus Office of Planning &
Research Market Development $3 $0 $3
Total $323 $677 $1,000
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* Resilient Forests and Landscapes—$512 million fo enhance wildfire resilience across
California’s diverse landscapes by thinning forests, replanting trees and utilizing
prescribed fire, which will also improve biodiversity, watershed health, carbon
sequestration, air quality, and recreation. Programs include a forest health grant
program, support for post-fire watershed recovery, a direct investment for Tribes,
support for small landowners to sustainably manage their forest lands, and a
targeted investment to better manage state landholdings, which are comprised of
some of the most unique landscapes in California.

* Wildfire Fuel Breaks—$335 million for the Department of Forestry and Fire Protection
(CAL FIRE) and the California Conservation Corps to complete at least 45 to 60
strategic fuel breaks projects each year over the next several years. This funding
builds on the success of the 35 emergency fuel reduction projects completed in
2019, which played a critical life-saving role this past fire season. Grant funds will
enable local communities to develop their own fire safety projects. Targeted
regional investments will provide technical support to develop cross-jurisdictional
regional plans, identify projects, prepare those projects and then receive targeted
grants for project implementation.

e Community Hardening—$38 million to increase the resilience of the state’s most
fire-vulnerable communities. One in four Californians live in a high fire risk zone. A
home that has defensible space and retrofits to “harden’ it against embers has a
significantly higher chance of survival in a wildfire. The Budget supports educational
programs, defensible space outreach, and basic retrofits for homes of low-income
Californians. The Administration will explore leveraging opportunities with the federal
government to enhance home hardening efforts.

» Science-Based Management—$39 million to support rigorous monitoring and robust
scientific inquiry necessary to achieve effective, long-term forest health and
restoration in the face of a dynamic environment of high-severity wildfire and
climate change. Investing in remote sensing, research, and science-based
monitoring will enable the state to effectively build wildfire and forest resilience in
the face of climate change.

e Forest Sector Economic Stimulus—$76 million to invest in innovative projects and
workforce preparedness in the forest sector. Investments in wildfire and forest
resilience are a driver for economic growth in California communities. Expanding
wood product markets to utilize the material being thinned from forests will create
incentives for private forest-land management and help the state meet its carbon
goals. By establishing a low-interest lending program and exploring supply chain
guarantees through the Climate Catalyst Fund, the state will remove key barriers to
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launch these markets. Investments in growing the workforce through the California
Conservation Corps and expanding community college and vocational training
programs will expand access to existing forest management jobs, as well as in the
growing wood products industry.

The Budget also includes statutory changes to make $200 million of Cap and Trade
funding for CAL FIRE’s forest health and fire prevention programs available for an
additional five years, beyond the existing 2023-24 sunset date specified in Chapter 626,
Statutes of 2018.

ZERO-EMISSION VEHICLES

Executive Order N-79-20 directly addresses California’s transportation emissions
challenge by positioning state agencies to work with stakeholders to aggressively scale
the zero-emission vehicle market in ways that benefit all Californians. The order sets the
following zero-emission targets: 100 percent of in-state sales of new passenger cars and
frucks by 2035, 100 percent of medium- and heavy-duty vehicles in the state by 2045
and by 2035 for drayage trucks, and 100 percent of off-road vehicles and equipment
operations by 2035, where feasible.

To support implementation of these targets, the Budget focuses on two interrelated
priorities: equity and scale. A focus on equity prioritizes public investments in
communities suffering most from a combination of economic, health, and
environmental burdens. A focus on scale brings down the fransition cost, accelerates
private capital investment, and reduces the need for direct public investment. The
Budget includes the following investments to meet zero-emission vehicle goals:

e Zero-Emission Venhicle Infrastructure—Securitization of approximately $1 billion of
future revenues to increase the pace and scale of the construction of electric
vehicle charging and hydrogen fueling stations necessary to accelerate
zero-emission vehicle adoption. The Budget proposes statutory changes to extend
existing vehicle registration fees currently set to expire in 2024 and to authorize the
securitization of these future revenues to support the expansion of the California
Energy Commission’s Clean Transportation Program. A portfion of this funding will be
used for loans that will leverage additional private sector capital to build the
necessary infrastructure.

* Greening of State Infrastructure—$50 million one-time General Fund to support the
installation of zero-emission vehicle charging stations at state-owned facilities.
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* Zero-Emission Vehicles—$465 million one-time Cap and Trade funds to improve
access to new and used zero-emission vehicles, including passenger cars and
trucks, medium- and heavy-duty vehicles, and off-road equipment. The Budget
includes additional investments in existing transportation equity programs such as
Clean Cars 4 All, Clean Mobility Options, and Financing Assistance, as well as
heavy-duty vehicles programs such as the Hybrid and Zero-Emission Truck and Bus
Voucher Incentive Project and the Clean Off-Road Equipment Voucher Incentive
Project. These investments will be further complemented by the Low Carbon Fuel
Standard-funded Clean Fuel Rewards program, which provides a new, stable
consumer incentive for plug-in passenger vehicles using existing revenue generated
by utilities and existing funds in the Clean Vehicle Rebate Project. The Budget also
proposes to extend existing fees scheduled to sunset in 2024 to support incentive
programs to accelerate the turnover of existing light-, medium-, and heavy-duty
vehicles and equipment, including off-road construction and agricultural
equipment and locomotives.

* Delayed Property Tax Assessment of Zero-Emission Vehicle Charging and Fueling
Stations—The Budget proposes statutory changes to exclude the construction or
addition of electric vehicle charging and hydrogen fueling stations completed by
January 1, 2024 from the definition of accessible new construction for ten years. This
proposal would create additional incentives for investment in zero-emission vehicle
charging and fueling stations.

Each of these investments will help consumers adopt zero-emission vehicle technology,

as will the ongoing effort to simplify and align local, state, and federal funding programs

through the Zero-Emission Vehicle Market Development Strategy process. The
Administration will continue to evaluate the role of the Clean Vehicle Rebate Project in
meeting the state's zero-emission vehicle goals.

NATURAL AND WORKING LANDS

Natural and working lands comprise more than 90 percent of the state's geography.

Executive Order N-82-20 accelerates biodiversity protection and habitat restoration
actions across all landscapes, such as the state’s forests, agricultural lands, and
conservation lands, and underscores how smart land management advances
California’s climate goals while increasing food and water security, protecting
California’s globally recognized biodiversity, expanding recreation and equitable
access to nature, and building sustainable economies. The Executive Order also

140 GOVERNOR'S BUDGET SUMMARY — 2021-22



CLMATE CHANGE

establishes the goal of conserving 30 percent of California’s land and coastal waters by
2030 to address the joint crises of climate change and biodiversity loss.

The Budget reflects California’s commitment to improving management of natural and
working lands to advance the state’s climate change goals of achieving carbon
neutrality, expanding carbon sequestration, and building climate resilience across the
state’s diverse landscapes.

Significant adjustments:

e Restoration of Natural Areas and Ecosystems—$248.6 million

> $125 million one-time Proposition 68 for the Natural Resources Agency to support
multi-benefit water quality, water supply and watershed protection and
restoration projects.

o $79.9 million one-time from various bond funds for the Wildlife Conservation Board
to support multi-benefit ecosystem and watershed protection and restoration
projects including, but not limited to, the Lower American River Conservancy
Program, the Pacific Flyway program, and Wildlife/Fish Passage programs.

o $43.7 million in 2021-22, and a total of $69.6 million over five years, from various
fund sources for the Department of Water Resources to support restoration
projects through the Riverine Stewardship and San Joaquin Restoration programs,
ecosystem enhancement projects in the Delta, and a plan to increase
watershed resilience in the San Joaquin Basin.

* Flood Management—$183 million

o $81 million in 2021-22, and a total of $102.3 million over three years, from various
bond funds for the Department of Water Resources Delta Levees System Integrity
Program.

o $67 million in 2021-22, and a total of $224.9 million over four years, General Fund
for the Department of Water Resources to leverage $1.8 billion in federal funding
for the flood risk reduction American River Commons Features project.

o $28.5 million one-time Proposition 68 for the Department of Water Resources to
support collaborative flood risk management.

o $6.5 million in 2021-22, and a total of $9.5 million over three years, Proposition 1 for
the Department of Water Resources to support emergency flood response in the
Delta.
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e Coastal Protection—$6.5 million

o $6.5 million in 2021-22, and a total of $17.4 million over two years, Proposition 68
for the Natural Resources Agency/Ocean Protection Council to support projects
that improve biodiversity and climate resilience by increasing coastal and marine
ecosystem health.

WORKFORCE TRAINING AND JUST TRANSITION ROADMAP

The Budget proposes $25 million one-time General Fund as an early action in 2020-21 to
expand the High Road Training Partnership model in several, industry-specific sectors.
This Partnership, administered by the California Workforce Development Board, is a
workforce development strategy that builds regional partnerships among workers,
employers and community-based organizations to expand access to high-quality jobs
in targeted industries. This additional investment will focus on growing sectors of the
economy that support the state’s equitable economic recovery and climate goals,
including construction, forestry and agriculture, healthcare, frade and logistics, and
information technology.

In addition, per Executive Order N-79-20, the Labor and Workforce Development
Agency and Governor's Office of Planning and Research will deliver a Just Transition
Roadmap in July 2021. This roadmap will inform future actions to prepare California’s
workforce to build the transition to a carbon neutral economy across multiple regions
and sectors, with a focus on both displaced workers and providing opportunities for
communities most in need.

CAP AND TRADE EXPENDITURE PLAN

The Budget proposes a $1.37 bilion Cap and Trade Expenditure Plan for existing
programs, including several early actions for 2020-21. The proposed Expenditure Plan
advances the state’s priorities on environmental justice and protects public health by
delivering clean air and safe and affordable drinking water. The Expenditure Plan also
promotes implementation of the Governor’s recent Climate Executive Orders N-79-20
and N-82-20 on zero-emission vehicles and natural and working lands.

The Cap and Trade Expenditure Plan prioritizes investments to protect public health in
disadvantaged communities. Specifically, the Budget provides $325 million one-time to
support the Community Air Protection Program (AB 617), which reduces emissions in
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Cap and Trade Expenditure Plan
(Dollars in Millions)
Early Budget

Irg;s:n:)ent Department Program Action Year Total
gory 2020-21 2021-22
AB 617 - Community Air Protection $125 $140 $265
Air Resources AB 617 - Local Air District Implementation $0 $50 $50
Board

Equity Programs AB 617 - Technical Assistance to

Community Groups $0 $10 $10

Safe and Affordable Drinking Water
($130 million fotal)

Clean Trucks, Buses, & Off-Road Freight

Water Board $30 $24 $54

$165 $150 $315

Equipment
Low Carbon . . . .
e e & ij;(ejsources Cg;(r::g:!ol Diesel Engine Replacement & $90 $80 $170
ZEV Strategy : :
Cle_on Cars 4 All & Transportation Equity $74 $76 $150
Projects
Healthy & Resilient Forests (SB 901)
CALFIRE ($75 million included in 2020 Budget) $125 $200 $325
Natural &

Working Lands
Department of

Food & Agriculture aisellin7el $15 $15 $30

Total $624 $745 51,369

communities with disproportionate exposure to air pollution through targeted air
monitoring and community emissions reduction programs. This support includes grants
to community-based organizations, implementation funding for local air districts, and
incentives for cleaner vehicles and equipment. The Budget also includes funding
necessary to maintain full implementation of the Safe and Affordable Drinking Water
Program.

Building on the continuously appropriated programs that support sustainable
community strategies, including high-speed rail, tfransit programs and projects, and
transit-oriented affordable housing, the Cap and Trade Expenditure Plan includes

$635 million one-time dedicated to reducing emissions from the transportation sector,
the largest source of California’s greenhouse gas emissions. Key programs target truck,
bus, off-road, and agricultural vehicles. These programs also reduce harmful air
pollutants that have a disproportionate impact on disadvantaged populations in both
urban and rural communities. Other programs proposed for funding include targeted
incentives for low-income consumers to retire older, higher-polluting vehicles in favor of
new or used zero-emission or cleaner vehicles, as well as support for innovative mobility
pilot projects that respond to community-identified transportation needs in low-income
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and disadvantaged communities. As the state works to achieve carbon neutrality by
mid-century, the agricultural and forestry sectors will be essential to both reducing
emissions and sequestering carbon. Consistent with the Natural and Working Lands
Executive Order N-82-20, the Budget includes $355 million ($200 million ongoing) for
multiple land-based carbon removal programs, including $30 million one-time for the
Healthy Soils Program to provide grants for on-farm soil management practices that
sequester carbon and $23 million one-time for the Urban Forestry Program. For
additional information on the healthy forest and healthy soils programs, see the Wildfire
and Forest Resilience section of this Chapter and the Sustainable Agriculture Chapter,
respectively.

CLIMATE RISK DISCLOSURE

In 2019, the Governor issued Executive Order N-19-19 to incorporate climate risk and
climate opportunity into state investments. In September, the Administration released a
Climate Investment Framework for the California Public Employees’ Retirement System,
the California State Teachers’ Retirement System, and the University of California
Retirement Plan. The Framework includes an analysis of sound investment practices and
where each pension fund currently stands in relation to statewide climate goals. The
Framework also calls for the creation of a working group on climate disclosure
standards, which will explore the standardization of the many terms and definitions used
to discuss climate change from an economic perspective.

In October, California joined the Coalition for Climate Resilient Investment, a group of
public and private sector entities dedicated to supporting the inclusion of climate risk in
investment decisions around the world. In alignment with these efforts, the state pension
funds have adopted official investment policies that incorporate climate risk into their
standard practices, routinely disclose the carbon footprint of their investment portfolios,
and engage with private partners to encourage widespread climate risk disclosure.
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SUSTAINABLE AGRICULTURE

alifornia is the nation’s top agricultural producing state with over 400 different

crops, including a number of crops grown only in California. Nearly 70,000 farms
and ranches generate approximately $50 billion in annual sales and are a crucial
economic driver in many rural communities. However, it is also an industry that faces
many challenges, including climate change and water uncertainties, but also growing
scientific knowledge about the harmful health impacts of traditional pesticides on
farmers, farmworkers and surrounding communities.

To address these challenges, farmers and ranchers continue to innovate by adopting
agile technology, expanding in local and global markets, and developing sustainable,
climate-smart agricultural practices. As the state begins to recover from the COVID-19
Recession, agriculture will play an important role in the economic recovery in certain
regions of the stafe. The federal COVID-19 relief bill provides $13 billion nationwide for
direct payments, purchases, and loans to farmers and ranchers who have suffered
losses as a result of the COVID-19 Pandemic. It also includes funds to support the food
supply chain through food purchases, donations to food banks, and support for local
food systems. The state’s agricultural producers will benefit from this economic relief,
and the Budget builds on this federal support.

To complement federal stimulus efforts, the Budget includes strategic investments to
support California’s agriculture industry as it addresses continued challenges while also
producing nutritious food and advancing the state’s climate resilience objectives.
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COVID-19 AND PROTECTING FRONTLINE AGRICULTURAL
WORKERS

The COVID-19 Pandemic has taken a significant toll on the state's food system, and
close to half of the food supply chain was disrupted due to the closure of food service
and hospitality businesses. Additionally, the food and agricultural industry was impacted
by changes in agricultural product demand as a result of disruptions in the export
markets and distribution, packing, and supply chain logistics. Farmers, farmworkers and
the entire food and food-value chain moved swiftly and effectively to redirect supply
lines from food service to retail and on-line platforms where possible.

At the same time, California agriculture harvested and donated food that lost its
market to food banks, schools, and local charities. In addition to those donations, the
Farm to Family program of the California Association of Food Banks has received and
delivered 170 million pounds of fresh fruits and vegetables, and 47 million pounds of
shelf-stable foods to local food banks, equivalent to 260 million meals.

As the COVID-19 Pandemic continues, the need remains to protect the state’s frontline
workers, their families, and their local communities, including agricultural employees. In
partnership with the California Governor’'s Office of Emergency Services and the
County Agricultural Commissioners, the Department of Food and Agriculture has
distributed over 21 million surgical masks, 2 million cloth masks, 6 million N-25 masks,

1.8 million gloves, and 313,000 units of hand sanitizers for agricultural workers.

The Housing for the Harvest program was established in July 2020 to provide temporary
housing options for farm and food processing employees to self-isolate if they test
positive for, or are exposed to, COVID-19. The program consists of a partnership
between the state, counties, and local community-based organizations.

SMALL AND MID-SIZE FARM SUPPORT

Recognizing that many sectors in agriculture continue to struggle, the Budget includes
$6.7 million one-time General Fund ($3.35 million in 2020-21 and $3.35 million in 2021-22)
to contract with the University of California Cooperative Extension to provide direct
technical assistance and grants to technical assistance providers and small, mid-sized,
and underserved farmers. These resources will help farmers with business planning,
navigating regulatory compliance, and accessing and leveraging additional state and
federal funds.
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CLIMATE SMART AGRICULTURE

Building on California’s leadership in reducing greenhouse gas emissions and protecting
communities and natural places from climate impacts, the Budget includes investments
to support the agriculture industry advance Climate Smart Agriculture.

* Funding Agricultural Replacement Measures for Emission Reductions
(FARMER)—$170 million one-time Greenhouse Gas Reduction Fund ($20 million in
2020-21 and $80 million in 2021-22) for the Air Resources Board fo provide funding
that supports the replacement of agricultural harvesting equipment, agricultural
pump engines, tractors, and other equipment used in agricultural operations to
reduce greenhouse gas emissions.

e Healthy Soils Program—$30 million one-time Greenhouse Gas Reduction Fund
($15 million in 2020-21 and $15 million in 2021-22) for the Department of Food and
Agriculture to provide grants for on-farm soil management practices that sequester
carbon.

* Climate Catalyst Fund—$50 million one-time General Fund to the California
Infrastructure and Economic Development Bank (IBank) to support Climate Smart
Agriculture loans to advance projects that may include but are not limited to:
methane reduction; equipment replacement; water efficiency; healthy soils; circular
economies; on-farm bioenergy; energy efficiency for food processing; and
renewable energy systems and energy storage for agricultural operations.

WATER EFFICIENCY AND SUSTAINABLE GROUNDWATER

A significant number of groundwater basins in the Central Valley are critically
over-drafted. Agricultural water demand will likely continue to outpace available water
supplies into the future. In recognition that the amount of groundwater available for use
will be lower than historical pumping levels that have depleted aquifers, the
Administration is supporting local communities and the agriculture industry transition to
sustainable groundwater use by aligning state investments and policies to enable
implementation of the Sustainable Groundwater Management Act. The Budget
proposes $100 million one-time General Fund, which includes $50 million as part of the
Administration’s proposed early action to support water efficiency projects and a
transition to sustainable groundwater.
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» Sustainable Groundwater Management Act Grants—$60 million one-time General
Fund ($30 million in 2020-21 and $30 million in 2021-22) to the Department of Water
Resources for grants to support economic mitigation planning and groundwater
implementation projects across critically over-drafted basins.

» State Water Efficiency and Enhancement Program Grants—$40 million one-time
General Fund ($20 million in 2020-21 and $20 million in 2021-22) to the Department of
Food and Agriculture to provide incentives that help farmers reduce irrigation water
use and reduce greenhouse gas emissions from agriculture pumping.

CALIFORNIA’S IMPLEMENTATION OF THE FOOD SAFETY
MODERNIZATION ACT

The Budget includes $8.7 million in ongoing federal fund authority and 24 positions fo
continue and expand the Department of Food and Agriculture’s Produce Safety
Program. The Food Safety Modernization Act established federal science-based
minimum standards for the safe growing, harvesting, packing, and holding of fruits and
vegetables grown for human consumption. The Act enables the United States Food
and Drug Administration to better protect public health by strengthening the food
safety system and focusing more on preventing food safety issues rather than reacting
fo problems after they occur.

The Produce Safety Program was created within the Department of Food and
Agriculture to address the planning of enhancements needed to bring California farms
into compliance with the Act. These resources will enhance the Department’s ability to
create a more robust inspection program, conduct inspections on a minimum of ten
percent of farms covered, provide education and outreach to California produce
farmers, develop and validate the existing farm inventory database, and provide
assistance during a food-borne outbreak crisis.

FARM TO SCHOOL

Farm to School programs improve the health and well-being of California school
children through integrated nutrition education and healthy food access. Hundreds of
millions of meals are served each year in California schools, and expanding
opportunities for local food procurement that is tied to nutrition education is essential
for establishing healthy eating habits that children can carry into adulthood.
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Procurement of more California grown food also supports connecting California’s
agriculture to California consumers.

The Budget includes $10 million one-time General Fund to contfinue the Office of Farm
to Fork's Farm to School Program. This funding will build upon the success of the pilot
program established in the 2020 Budget Act and continue to support California farmers
and expand healthy food access by providing grants to schools to establish programs
that coordinate local and California grown food procurement and utilization in school
meals. The funding will also support food and agriculture education in classrooms and
cafeterias through experiential learning opportunities in school gardens, on farms, and
other culinary and agricultural pathways.

IMPACT ASSESSMENT AND ALIGNMENT OF REGULATORY
REPORTING REQUIREMENTS FOR AGRICULTURE

The agriculture industry is subject to regulatory and reporting requirements across
various state agencies. The Budget includes $6 million one-time General Fund for
regulatory alignment and efficiencies, including $4 million in 2020-21 to engage a
consultant to evaluate and implement the alignment of regulatory reporting activities
across state agencies to reduce unnecessary burdens to farmers and ranchers in their
efforts to meet regulatory compliance. The Budget also includes $2 million in 2021-22 to
support a business assessment to explore the establishment of a unified licensing portal
at the Department of Food and Agriculture.

NETWORK OF CALIFORNIA FAIRS

The Network of California Fairs consists of 74 fairgrounds with different governance
structures. A total of 53 fairgrounds are state-affiliated, have state civil service
employees and are subject to various state requirements.

In 2020, the impact of the COVID-19 Pandemic adversely affected the ability of
fairgrounds to generate revenue. Fairground revenue is generated by holding mass
gatherings for social, commercial, and community events, including an annual fair. The
annual fair event is the primary revenue generator for a fairground to cover the
expenses of the event and to fund costs of daily operations and payroll throughout the
year. At the same time, many fairgrounds continued as a component of the state’s
emergency network, serving as base camps and shelter during fires, COVID-19 testing
sites, and food bank distribution sites. The COVID-19 Pandemic has negatively
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impacted fairgrounds financially, but also has created an opportunity to improve the
current business model.

Recognizing the significant economic hardship on fairs, the 2020 Budget Act included
$40.3 million one-time General Fund to support state-affiliated fairs that are projected to
have insufficient reserves to pay legally mandated costs that may be incurred during
the state civil service layoff process. The Administration plans o use a portion of
anticipated remaining funding to also support general fairgrounds operational costs not
limited to the staff layoff process.

The Administration is also in the process of evaluating alternative business and
governance structures to enable fairs to operate more efficiently, meet local
community needs and serve public health and safety roles in the state’s emergency
response system.

The Budget includes $50 million one-fime General Fund in 2021-22 to continue
supporting state-affiliated fairgrounds operational costs while the state evaluates
alternative business models. The Budget also includes $10 million one-time General Fund
to support fairground deferred maintenance, with a priority on fairgrounds that are
used to support emergency operations.

INTEGRATED PEST MANAGEMENT (IPM) PROGRAMS

To facilitate the transition to safer, sustainable pest management, the Budget includes
$3.75 million ongoing (General Fund through 2023-24, fransitioning to Department of
Pesticide Regulation Fund in 2024-25) for the Department of Food and Agriculture to
continue development of innovative pest management strategies, including the
Interregional Research Project No. 4, Proactive IPM, and the Biologically Integrated
Farming Systems grant program. These programs support non-conventional pest
management technologies for specialty crops, research exotic pests that are likely to
arrive in California to proactively identify mitigation strategies, and provide outreach of
biologically integrated plant-based farming systems that reduce chemical insecticide
use.

The Budget also includes $8 million ongoing (General Fund through 2023-24,
transitioning to Department of Pesticide Regulation Fund in 2024-25) to the Department
of Food and Agriculture to expand CSU and UC research and extension capacity for
IPM through cooperative agreements. As discussed in the Environmental Protection
Chapter, the Budget proposes to replace the current flat-fee mill assessment on

150 GOVERNOR'S BUDGET SUMMARY — 2021-22



SUSTAINABLE AGRICULTURE

pesticide sales with a risk-based tiered mill assessment, assessing a higher fee on higher
toxicity pesticides, which will be phased-in over four years. Over the course of four
years, General Fund support for these programs will decrease and be offset by the
Department of Pesticide Regulation Fund as the tiered mill assessment is gradually
phased in.
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NATURAL RESOURCES

he Natural Resources Agency consists of 26 departments, boards, commissions and
T conservancies responsible for administering programs to conserve, restore, and
enhance the natural, historical, and cultural resources of California. The Budget
includes total funding of $7.4 billion ($4.6 billion General Fund, $2 billion special funds,
$812.6 million bond funds) for the programs included in this Agency.

The Agency’s departments help the state become more climate resilient, expand
equitable access to parks and wildlands, and conserve California’s remarkable
biodiversity. The Budget includes investments in each of these areas, and several
related items are referenced in the Climate Change and Emergency Response
Chapters.

DEPARTMENT OF WATER RESOURCES

The Department of Water Resources plans for the sustainable management of
California’s water resources and helps to implement the Administration’s Water
Resilience Portfolio. The Portfolio prioritizes actions to maintain water reliability, protect
natural systems, and build regional capacity to adapt to an uncertain climate future.

Implementation of Portfolio actions is well underway, and the Budget continues state
investments to advance the Portfolio across the Natural Resources Agency, California
Environmental Protection Agency, and Department of Food and Agriculture. These
agencies are coordinating closely to prepare for drought and flooding; advance

GOVERNOR'S BUDGET SUMMARY — 2021-22 153



NATURAL RESOURCES

projects of statewide scale and importance; provide resources, tools and standards
that support regional leadership; and help coordinate and address challenges that are
beyond the scope of any region.

The Budget makes important investments to support local agencies as they work to
build regional water resilience, including:

» Sustainable Groundwater—$60 million one-time General Fund ($30 million in 2020-21
and $30 million in 2021-22) for grants to support local planning and implementation
of Groundwater Sustainability Plans across critically over-drafted basins. Historic
groundwater laws enacted in 2014 require local agencies to bring basins info
sustainable conditions within 20 years of implementing their sustainability plans. This
additional funding for existing Department grant programs will help local agencies
address known data gaps, plan and implement projects, and address deficiencies
in initial groundwater sustainability plans. Additional investments in agricultural
irrigation efficiency, as referenced in the Climate Change and Sustainable
Agriculture Chapters, will also support local agencies as they work to balance
groundwater pumping and recharge.

* Flood Preparedness—$183 million in 2021-22, $365.2 million over the next four years,
from various fund sources to leverage $1.8 billion in federal funds for the flood risk
reduction American River Common Features project, the maintenance and
strengthening of levees, the support of emergency flood response activities in the
Sacramento-San Joaquin Delta (Delta), and the support of collaborative flood risk
management.

* Deferred Maintenance—$75 million one-time General Fund for critical levee repair
projects to enhance the state’s resilience to catastrophic flooding.

e Delta Resilience—$43.7 million in 2021-22, $69.6 million over the next five years, from
various fund sources to support ecosystem restoration and watershed resilience
work on the San Joaquin River and for projects that improve water quality or
ecological conditions within the Delta.

DEPARTMENT OF PARKS AND RECREATION

During the COVID-19 Pandemic, many have relied on state parks to provide relief from
the pressures that COVID-19 has placed on Californians’ daily lives. The Administration is
committed to enabling safe, equitable, and enjoyable access to parks, open spaces,
natural resources, and recreational amenities for all Californians.
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ADVANCING PARKS FOR ALL

The Budget includes $82 million in 2021-22 to improve access to state parks and builds
upon last year's investments through the Parks for All initiative. Highlights include the
following:

* $20 million one-time General Fund to support critical deferred maintenance projects
throughout the state park system to enable improved access and an enhanced
visitor experience.

* $12.7 million ongoing Cannabis Tax Fund to the Natural Resources Agency for the
Youth Community Access Grant Program, which funds projects and programs that
support youth access to natural and cultural resources with a focus on low-income
and disadvantaged communities. Programs include, but are not limited to,
community education and recreational amenities to support youth substance use
prevention and early intervention efforts.

¢ $10 million one-time General Fund and $23.4 million one-time reimbursements from
Federal Emergency Management Agency funds for the continuation of Woolsey
Fire restoration projects to restore destroyed facilities and trails.

¢ $6.3 milion one-time General Fund and $6.3 million one-time federal
reimbursements to provide state matching funds to leverage the recent increase in
the federal Land and Water Conservation Fund. These funds will be used to
complete high-priority inholding acquisitions, which will increase access to existing
state parks and add additional acres to the state park system. These inholding
acquisitions will not increase operational costs.

* $2.7 million one-fime Proposition 68 bond funds to provide the design of the initial
core improvements to further public access and recreation enhancements at
Candlestick Point State Recreation Area.

* $585,000 ongoing State Park and Recreation Fund to continue community licison
programs that engage underserved and underrepresented communities in urban
areqs.
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PROTECTING FORESTS IN STATE PARKS

The 1.6 million-acre state park system protects the most significant natural, cultural, and
historic resources in the state, including unique forestlands and other ecosystems at risk
from high severity fires. As with other forest lands, a century of fire suppression and the
impacts of climate change have increased the risk of devastating wildfires that
threaten historic buildings and rare habitats in the state parks system. In 2020, fires
burned over 115,000 acres across 22 state parks. The Department of Parks and
Recreation continues to assess funding needs for post-wildfire recovery in these parks
and will identify those priority needs through the spring budget process.

The Budget includes $85 million one-time General Fund fo increase the pace and scale
of forest management at state parks as referenced in the Climate Change Chapter.

CREATING FISCAL STABILITY FOR BOATING PROGRAMS

The primary fund that supports boating-related activities, the Harbors and Watercraft
Revolving Fund, has become structurally imbalanced over the last decade. The
Administration has explored various revenue and expenditure options and proposes a
balanced approach that: 1) reduces ongoing annual expenditures by $13 million,

2) increases ongoing annual revenues by $20.6 million through adjusting the vessel
registration fee, 3) provides $10 million annually for two years from the General Fund to
offset transfers for recreational costs at State Water Project facilities, and 4) maintains
programs that are vital to boater access and safety. The Administration will seek input
from stakeholders to explore longer-term revenue options, such as a tiered vessel
registration fee based on vessel length.

DEPARTMENT OF FISH AND WILDLIFE

The Department of Fish and Wildlife serves as a trustee for California’s environment and
natural resources. The state is a global biodiversity hotspot, but this natural abundance
is increasingly under threat from climate change and other stressors.

Chapter 51, Statutes of 2018 directed the Department to conduct a service-based
budget review to identify current service levels and activities, cost estimates, and
staffing requirements to meet the Department’s mission and statutory requirements,
and perform an analysis of the Department’s existing revenue structure. The
service-based budget is the culmination of nearly a decade of discussion about how to
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enable the Department to meet its mission. Charting a strategic vision, completing the
service-based budget process, modernizing department functions, and advancing
sustainable resources are critical pieces of saving California’s natural resources for
future generations.

Chapter 51 requires the Department to issue a final report on the service-based budget
analysis to the Legislature in January 2021. This report will highlight the breadth of the
Department’s mission, identify gaps in existing staffing, and highlight opportunities for
process improvements and operational efficiencies to better meet that mission.
Although the Department will be evaluating and implementing opportunities to
streamline and improve the effectiveness of programs, identifying areas where
redeployed resources could better align with identified needs, and evaluating
alternatives for sustainable funding, targeted one-fime investments that create
efficiencies will help close the level of service gap identified in the analysis.

To advance implementation of the service-based budget recommendations, the
Budget includes $45.1 million one-time ($41.8 million General Fund and $3.3 million bond
funds) for strategic investments in equipment, technology, and process improvements
to deliver more effective and efficient services with existing staff resources. These
investments willimplement the Governor'’s Executive Order N-82-20 and better allow the
Department to conserve the environment and maintain biodiversity, including:

* Wetlands Management—3$9.8 million one-time ($9 million General Fund and
$800,000 Proposition 12) to modernize the Department’s water conveyance systems
into managed wetlands, which will improve habitat, reduce staff maintenance
costs, and buffer against climate-driven threats.

* Human Wildlife Conflict Response—$7 million one-time General Fund to respond to
increased human-wildlife conflict incidents across the state. Over 6,500
human-wildlife conflicts occur annually and is rising as communities expand into
established wildlife territory and create competition for resources. To better resolve
these conflicts and reduce lethal outcomes, the Department will strengthen
education in local communities, update its supply of non-lethal traps and other
equipment to safely capture wildlife for relocation, and purchase proven
technologies to reduce conflicts.

* Access for All and Biodiversity Resiliency—3$6é million one-time ($3.5 million General
Fund and $2.5 million Proposition 12) to support access and biodiversity resiliency
across ecological reserves and wildlife areas. The Department owns and operates
approximately 1.2 million acres across more than 700 properties in the state.
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Recreational use of these areas is increasing dramatically, especially during the
COVID-19 Pandemic. Most of these properties lack visitor amenities that the public
expects when visiting state-owned open spaces, such as restroom facilities and
basic signage. To protect natural biodiversity and increase equitable access, the
Department will generate needed interpretative signage that highlights the
ecological importance of and tribal relationships to the areaq, facilitate community
access, and install visitor amenities within underserved communities.

* Hatchery Operations—$7 million one-time General Fund to modernize the
Department’s hatchery facilities and equipment to provide greater operational
reliability and improve fish survival once released into rivers.

* Vegetation Mapping—$5.5 million one-time General Fund to generate a
high-resolution vegetation classification map of nearly one million acres of the
Northern California coast. The map will provide a baseline for close monitoring of
changes to critical ecosystems and species, including the iconic coastal redwoods,
estuaries and wetlands, all of which are vulnerable to climate change.

e Air Support to Protect Natural Resources—$4.5 million one-time General Fund to
purchase a fixed-wing aircraft to continue replacement of an aging airborne patrol
fleet. This plane will monitor species populations such as whales migrating along the
coastline, identify declines that could lead to drastic effects on commercial and
recreational fisheries, and patrol impacts to fish and wildlife across the state.

o Offshore Patrol Vessel to Protect Marine Resources—$4.5 million one-time General
Fund to purchase a large offshore patrol vessel to continue replacement of the
Department’s aging patrol fleet. This replacement vessel will provide reliable
protection of California’s Marine Protected Areas and reduce ongoing
maintenance costs.

* Fishing and Hunting Licenses Modernization—$750,000 one-time General Fund to
modernize the licensing platform for customers’ ease of use, provide a mobile
application to display fishing and hunting licenses, and other improvements related
to licenses.

DEPARTMENT OF CONSERVATION

The Department of Conservation’s California Geologic Energy Management Division
(CalGEM) protects public health, safety, and the environment in its oversight of the ail,
natural gas, and geothermal industries, while working to achieve the state’s climate
change and clean energy goals.
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The Budget proposes additional resources to strengthen CalGEM's enforcement of
existing laws and regulations, reduce the state’s financial liability for orphaned well
operations, improve transparency of data and information, and implement recent
legislation.

Significant Adjustment:

e CalGEM Oversight—$4.8 million and 26 positions phased in over three fiscal years to:

> Increase field presence to perform regulatory inspections to protect the health
and safety of those living near oil and gas wells and afttendant facilities.

o Enhance CalGEM'’s regulatory programs including enhanced focus on
compliance through timely enforcement actions.

> Review pipeline management plans and testing of tanks.

o Review and approve idle well management plans to confirm there is adequate
financial coverage for idle and orphaned wells.

o |Improve public fransparency and data reliability.
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ENVIRONMENTAL PROTECTION

he California Environmental Protection Agency's programs promote the state’s
economy in a sustainable manner by reducing greenhouse gas emissions,
enhancing environmental quality, and protecting public health.

The Secretary coordinates the state's regulatory programs and provides fair and
consistent enforcement of environmental law. The Governor's Budget includes

$4.3 billion ($460 million General Fund, $3.8 billion special funds, and $16.8 million bond
funds) for programs included in this Agency.

The Administration's climate resilience efforts are referenced in the Five-Year
Infrastructure Plan and Climate Change Chapter.

DEPARTMENT OF TOXIC SUBSTANCES CONTROL REFORM

Since 2019, the Department has improved its stewardship of public resources by
conducting a comprehensive review of its programs and making significant
improvements to the quality and timeliness of its services. However, the Department
needs sustainable ongoing funding to reduce toxic chemicals, particularly in vulnerable
communities. To prevent toxic contamination going forward, the Budget will accelerate
progress foward the cleanup of contaminated properties. Furthermore, through the
reform proposal, the Department will be able to make progress toward better and
timelier permit decisions, increase enforcement against those who violate hazardous
waste conftrol laws, and compel the use of safer chemicals in consumer products.
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GOVERNANCE AND FISCAL STABILITY

The Administration is committed to fransparency and accountability, and the Budget
proposes statutory changes and funding to establish and staff a five-member Board of
Environmental Safety that will set fees through regulation, hear permit appeals, and
provide strategic guidance to the Department. This will create a transparent
decision-making process for all stakeholders. The Board will also employ an
independent Ombudsperson who will report to the chairperson of the Board and serve
as an impartial resource to the public. The Budget proposes $3 million General Fund

in 2021-22 for the Board, with costs shiffing to the Department’s special funds in 2022-23.

To enable the Department to meet its statutory mission, the Budget also includes
statutory changes that will provide sustainable funding on an ongoing basis. The Budget
includes one-fime General Fund support and proposes a structure for potential future
increases in the Hazardous Waste Control Account and the Toxic Substances Control
Account. This sustainable funding model will enable the Department to enhance its
ability to enforce hazardous waste laws, investigate and remediate contaminated sites,
and more effectively direct the use of safer chemicals and manufacturing processes in
the state. Although the Department has made substantial progress improving all of its
programs, the remaining challenges facing the Department cannot be addressed
without a sustainable funding structure. This effort will be comprised of three core
elements:

* Fee Authority—The Budget proposes statutory changes to authorize the Board to
utilize a public fee-setting process, with spending levels subject to the budget
process. This will create fiscal stability for the future.

* Hazardous Waste Control Account Fee Restructure—Hazardous waste
management fees should equitably distribute the cost of managing hazardous
waste and reflect the polluter pays principle. The proposed statutory language will
streamline the existing fee structure and will provide the Board with the ability to set
fees through a public process. The Budget also proposes a $22.5 million one-time
General Fund backfill for this Account.

* Toxic Substances Control Account—The Budget proposes statutory changes that
would authorize the Board to adjust the environmental fee through a public
process. The Budget also proposes a $13 million one-time General Fund backfill for
this Account.
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SITE CLEANUPS

In conjunction with governance and fiscal reform and to support community
development and job creation, the Budget proposes $300 million one-time General
Fund to accelerate the cleanup of contaminated properties in impacted communities.
This investment will be allocated using a risk-based approach founded on health-based
criteria. This funding is contingent upon enactment of the Administration’s governance
and fiscal reform package.

Orphan sites are properties where no financially viable, potentially responsible party
exists to pay for the cleanup and are not federal Superfund sites. The Department is in
the process of identifying orphan sites that could be remediated in the next four years.
Additionally, this proposal includes investments in potential pollution investigation and
the establishment of a grant program that incentivizes development and investment in
vulnerable communities. These efforts will be accomplished in partnership with
communities by funding training and skills development, which will provide community
members with jobs to assist with the cleanup and redevelopment of the remediated
sites in their communities.

As referenced in the Housing and Homelessness Chapter, the Budget also includes
$500 million one-time General Fund for infill infrastructure grants to facilitate affordable
and sustainable infill housing development on brownfield sites. Developing these sites
creates an opportunity to leverage private sector resources for the cleanup of these
properties.

The Budget also proposes $31.4 million one-time General Fund for the Department to
meet the state’s existing commitment to clean up 3,200 residential properties with
specified lead contamination levels that surround the Exide facility. Exide, a former
lead-acid battery recycling company in Vernon, had been operating under an interim
hazardous waste facility permit prior to 2013. The areas immediately surrounding the
Exide facility were found to be contaminated with dangerously high levels of lead,
extending up to 1.7 miles from the facility. In May 2015, the facility was closed. To date,
the state has provided over $251 million General Fund for residential cleanup and other
costs associated with Exide.

The Administration remains committed to pursuing cost recovery from responsible
parties for Exide. The Budget includes one-time funding of $14 million General Fund, and
$2.5 million ongoing funding from the Lead-Acid Battery Cleanup Fund, for these and
future cost recovery efforts.
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The state continues to monitor the progress of the facility closure, which is being
conducted by a frustee pursuant to a court order.

SAFE AND SUSTAINABLE PEST MANAGEMENT

To protect and enhance the health of California residents, the state's policies must
accelerate the transition away from harmful pesticides while contfinuing to provide
nutritious food through a strong agricultural economy. This tfransition must incorporate
science; include collaboration between communities, workers, growers, and
consumers; drive innovative solutions; and provide technical assistance to increase
adoption of infegrated pest management (IPM) practices.

To facilitate this transition, the Budget proposes to replace the current flat-fee mill
assessment on pesticide sales with a risk-based tiered mill assessment, where higher
toxicity pesticides are assessed a higher fee. Phased in over four years, this tiered fee
will discourage the use of toxic pesticides in favor of safer, more sustainable agricultural
and non-agricultural pest management practices and will fund the following
multi-faceted effort to support this transition.

Significant Adjustments:

e IPM—$20 million ongoing to expand IPM practices across California, including
(1) investments in IPM research, education and extension programs to support
sustainable pest management; (2) bolstering the University of California and
California State University IPM programs to support grower implementation of safer
alternatives to high-risk pesticides; and (3) support for other state-level IPM
programs.

» Strengthened Enforcement and Air Monitoring—$16.5 million ongoing fo enhance
enforcement of pesticide use laws and regulations to improve worker and
community health and safety. The Budget increases funding to support local
enforcement by County Agricultural Commissioners and also provides resources to
increase air monitoring for pesticides, generating data to identify pesticide
exposures and guide regulatory efforts.

* Community Engagement—$1.5 million ongoing to support community engagement,
particularly with pesticide-impacted disadvantaged communities, to seek input
from agricultural communities and farmworkers during the transition to safer pest
management practices.
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CIRCULAR ECONOMY

The average Californian generates over one ton of trash per year, which produces
greenhouse gas emissions, demonstrating the work the state has yet to do in creating a
true circular economy that recognizes this waste as a potential economic resource to
be reduced, reused, or remanufactured into new products. This gap in the state’s waste
and recycling system, which has endured several years of unstable international
recycling markets, has been exacerbated by the challenge of the COVID-19
Pandemic. As the state focuses on economic recovery, now is the time to rethink waste
as an opportunity fo maximize creation of in-state jobs while combating climate
change.

Modernizing the waste and recycling system requires a return to the basics of resource
conservation and maximizing the value of material to be turned into new products.
Re-envisioning recycling systems into a circular economy will require different

strategies. For example, the state, pursuant to Chapter 395, Statutes of 2016, initiated a
path to reduce organic material in landfills, which accounts for two-thirds of landfill
waste and is the third largest source of methane in the state. To combat climate
change, successfully implementing this organic recycling program will close the loop by
recognizing the greater value of turning organic waste into new organic products while
creating 2,000 permanent jobs in the state.

For other material types, the Department of Resources Recycling and Recovery
(CalRecycle) oversees decades-old programs that are not designed to create a
circular economy and therefore have varying degrees of success. The Budget proposes
$5 million from the Beverage Container Recycling Fund in both 2020-21 and 2021-22
and statutory changes to expand pilot programs to expand consumer redemption in
communities underserved by recycling centers. The Budget also proposes ongoing
funding from the Beverage Container Recycling Fund to implement Chapter 115,
Statutes of 2020, requiring that plastic beverage containers contain at least 50 percent
post-consumer recycled content by 2030.

In addition, CalRecycle will embark on an evaluation of existing program grants, loans,
and payments to identify opportunities to better align with a circular economy
approach, combat climate change, and support economic recovery. The
Administration also remains supportive of extended producer responsibility policies,
especially where further system redesign is needed to achieve a circular economy.
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JUDICIAL BRANCH

he Judicial Branch consists of the Supreme Court, courts of appeal, trial courts, and

the Judicial Council. The trial courts are funded with a combination of General
Fund, county maintenance-of-effort requirements, fines, fees, and other charges. Other
levels of the Judicial Branch receive most of their funding from the General Fund. The
Budget includes total funding of $4.1 billion ($2.1 billion General Fund and $2 billion
other funds) in 2021-22 for the Judicial Branch, of which $2.2 billion is provided to
support trial court operations. The Judicial Council is responsible for managing the
resources of the Judicial Branch.

Three important historical events led to the current trial court system. First, the Trial Court
Funding Act of 1997 consolidated the costs of operating California’s trial courts at the
state level. The Act was based on the premise that state funding of court operations
was necessary to provide more uniform standards and procedures, economies of scale,
structural efficiency, and access for the public. Second, California voters passed a
constitutional amendment in 1998 that provided for voluntary unification of the superior
and municipal courts in each county into a single, countywide trial court system. By
2001, all 58 counties had voted to unify their municipal and superior court operations.
Third, the Trial Court Facilities Act of 2002 transferred responsibility and ownership of
court facilities from counties to the state.

The 2020 Budget Act included a $200 million ongoing General Fund reduction for the
Judicial Branch ($176.9 million for the trial courts and $23.1 million for the State Level
Judiciary). The Judicial Branch has implemented various cost saving measures to
achieve these reductions, including furloughs and employee compensation reductions,
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limited court closures, operating cost reductions, and reengineering court processes to
create efficiencies. Even with these reductions, the Judicial Branch has continued to
adjust operations to provide Californians with access to justice.

MAINTAINING ACCESS TO JUSTICE DURING COVID-19

The Judicial Branch has had to radically change its operations to protect the public
from the spread of COVID-19 while also maintaining access to justice. Actions taken by
the Judicial Council and all levels of court administration include extending court
deadlines, suspending jury trials, using technology to conduct proceedings remotely,
and suspending evictions and foreclosures. These actions have resulted in more limited
operations while the courts modified processes and procedures to adapt to the
pandemic, and in some instances, resulted in periods of courtroom or courthouse
closures.

These changes have delayed normal court operations. To maintain timely access to
justice in the trial courts and to help courts address impacts of the disruptions caused by
the pandemic, the Budget includes $72.2 million ongoing General Fund, which
represents an overall increase of 3.7 percent compared to the 2020 Budget Act. This
funding will assist courts in continuing to provide fair and timely access to justice,
including taking actions fo confinue making modifications to improve court processes.
This funding will also support the courts' efforts to implement recently enacted
legislation.

Self-help centers are especially critical since the pandemic has exacerbated issues
accessing justice for low-income Californians. The Budget includes $19.1 million ongoing
General Fund for the trial courts to continue providing self-help services for
unrepresented litigants.

The Budget also includes $11.7 million one-time General Fund in 2020-21 for the ftrial
courts to process the anticipated increase in unlawful detainer and small claims filings
resulting from Chapter 37, Statutes of 2020 (AB 3088). AB 3088 provided relief to tenants
and landlords by, among other things, delaying the date trial courts could process
unlawful detainers to February 1, 2021, and allowing landlords to recover unpaid rental
debt through small claims court until February 1, 2025. This will result in a significant
increase in workload for the trial courts beginning in 2020-21 and additional resources
are necessary to address this workload. The Administration proposes that the Legislature
take action on this funding early in 2021.
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PANDEMIC EARLY DISPOSITION CALENDAR PROGRAM

Due to the COVID-19 Pandemic, many courts are significantly delayed in processing
criminal cases in which the defendant has been arraigned but there has been minimal
progress tfoward case resolution through plea or trial. The Chief Justice initiated a
program to provide more timely adjudication of criminal cases during the COVID-19
Pandemic, making temporary assigned judges available to conduct readiness
conferences or cover matters for local frial court judges assigned to these conferences.
Readiness conferences provide an opportunity to discuss potential resolutions, such as
a plea bargain, before going to trial. While the program is not mandated, for courts
that implement a readiness conference program, defendants would be required to
appear, either through counsel or by the defendant if self-represented. Conferences
could take place in person or through remote appearance by leveraging the
technologies and processes implemented during the pandemic.

To build on the Chief Justice's efforts, the Administration plans to work with the
Legislature and the Judicial Council to establish a Pandemic Early Disposition Calendar
Program, creating an opportunity for certain defendants to be eligible for diversion.
Consideration could be given to dismiss charges for defendants who have no violations
or new charges while participating in a diversion program. This program is infended to
maintain public safety, reduce the number of pending criminal cases within the trial
courts, and provide victims and offenders more timely resolution.

REDUCING CRIMINAL FINES AND FEES FOR LOW INCOME CALIFORNIANS

Chapter 92, Statutes of 2020 (AB 1869) eliminated the ability of state and local agencies
to impose certain administrative fees for criminal offenses, such as fees imposed to
recover costs related to providing public defense and probation supervision,
commencing July 1, 2021.

Over the past two decades, the state has substantially increased fines, fees,
assessments, and surcharges levied on individuals convicted of criminal offenses to
generate funding for specific state and local programs and services. The Judicial
Council estimates these fines and fees generated approximately $1.2 billion in revenue
in 2019-20.

Recognizing the financial hardship these increased fines and fees have created for
low-income individuals, the 2018 Budget Act included $3.4 million General Fund for the
Judicial Council to implement an eight-court pilot program to allow indigent and
low-income individuals to apply online to have their fines and fees from traffic
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infractions reduced in accordance with their ability fo pay. Currently, six courts have
implemented the pilot program, which reduces fines and fees for eligible participants
by at least 50 percent and allows them to make payments over a period of time.

The Budget includes $12.3 million General Fund in 2021-22, increasing to $58.4 million
ongoing General Fund by 2024-25, to expand this program statewide and incorporate
both traffic and non-fraffic infractions. The ongoing costs include $2.7 million to
implement an online application system and $55.7 million to backfill the estimated loss
in revenue to support trial court operations as a result of the penalty reductions. The
Judicial Council willimplement this program on a phased schedule, with several courts
joining each year.

Expanding the online ability to pay program statewide provides targeted relief for
low-income individuals while maintaining accountability. Furthermore, it maintains
judicial discretion and uses technology to allow for the online adjudication of infractions
which makes trial courts more efficient and equitable.

OTHER SIGNIFICANT ADJUSTMENTS

The Budget also includes the following for the Judicial Branch:

e Trial Court Trust Fund Revenue Backfil—$118.3 million total General Fund to continue
backfiling the Trial Court Trust Fund for a decline in revenues expected in 2021-22.

* Facility Operations and Maintenance—$53.5 million ongoing General Fund to
support maintenance, utility, and lease costs for trial court and the Courts of Appeal
facilities.

* Trial Court Employee Benefit Adjustment—$39.1 million ongoing General Fund for
frial court employee health benefit and retirement costs.

* Deferred Maintenance—$30 million one-time General Fund in 2021-22 to support
deferred maintenance projects for trial courts and the Courts of Appeal.

* Trial Court Facility Modifications—$18.9 million General Fund in 2021-22 and
$48.8 million in 2022-23 to make facility modifications in two trial courts in Orange
and San Diego Counties to correct deficiencies identified by the State Fire Marshal
and mitigate public safety risks for court users.

* Construction Fund Consolidation—The Budget combines the Immediate and Critical
Needs Account (ICNA) and the State Court Facilities Construction Fund (SCFCF),
which are the primary fund sources for the Judicial Branch facilities program. Due to
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the steady decline in fine and fee revenue, both funds are currently projected to
become insolvent in the next few years. Therefore, the Budget consolidates the
ICNA and SCFCF to allow for the resulting fund to remain solvent in 2021-22, and for
the Judicial Council to maintain existing service levels for its facilities program.
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CRIMINAL JUSTICE

DEPARTMENT OF CORRECTIONS AND REHABILITATION

The California Department of Corrections and Rehabilitation (CDCR) incarcerates
people convicted of the most violent felonies, supervises those released to parole, and
provides rehabilitation programs to help them reintegrate into the community with the
tools to be drug-free, healthy, and employable members of society by providing
education, freatment, and rehabilitative and restorative justice programs. The Budget
proposes total funding of $13.1 billion ($12.7 billion General Fund and $345 million other
funds) for the Department in 2021-22.

The COVID-19 Pandemic has impacted every aspect of prison operations and the state
has taken swift action to mitigate the spread of the virus. These actions have
significantly impacted current population projections. The 2020 Budget Act projected
an overall adult inmate average daily population of 122,536 in 2020-21. The average
daily adult inmate population for 2020-21 is now projected to be 97,950, a decrease of
20 percent from spring projections.

Some of this decrease is attributable to suspending county intake in response to the
COVID-19 Pandemic, which when resumed, will increase the population. Current
projections show the adult inmate population is trending downward and is expected to
decrease by another 2,626 offenders between 2020-21 and 2021-22.
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In addition, beginning July 1, 2020, CDCR implemented a community supervision
program to enable CDCR to increase physical distancing as well as limit the
infroduction and spread of COVID-19 within its facilities. Inmates are eligible if they are
within 180 days of release; are not serving a current term for domestic violence, a
violent crime, or are required to register as a sex offender; and do not have a risk
assessment score that indicates a high risk for violence. About two-thirds of these
offenders were released to Post Release Community Supervision (county probation)
and one-third were released to state parole. CDCR continues to release eligible
inmates within 180 days of their natural release. CDCR also previously reviewed and
released offenders deemed at high risk for COVID-19 as part of case-by-case offender
reviews. Similar reviews are ongoing with a focus on determinately sentenced offenders
within 12 months of release. Additionally, on July 9, 2020, CDCR applied a one-time
12-week positive programming credit to all eligible inmates to recognize the impact the
COVID-192 Pandemic has had on inmates’ access to programs and credit earnings.

Proposition 57, the Public Safety and Rehabilitation Act of 2016, established a durable
solution to end federal court oversight and create more incentives for inmates to
participate in rehabilitative programs. Proposition 57 is currently estimated to reduce
the average daily adult inmate population by approximately 7,300 in 2021-22 (about
3.500 less than projected in the 2020 Budget Act), and by approximately 13,000 in
2023-24 (about 500 more than projected in the 2020 Budget Act).

The 2020 Budget Act projected an overall parolee average daily population of 47,929
in 2020-21. The average daily parolee population is now projected to be 45,924 in
2021-22, a decrease of approximately four percent from spring projections.

COVID-19 UPDATE

COVID-19 continues to spread among CDCR inmates and staff statewide. In
December 2020, for the first time, active inmate cases rose to over 2,000 and active
staff cases rose above 2,600. All 35 institutions have had active cases at some point. As
of mid-December, 103 inmates had died from COVID-19 at 17 different institutions.

As of mid-December, Division of Juvenile Justice (DJJ) facilities had 6 active ward cases
(down from a peak of 56 in late July and early August) and 47 active staff cases. No
wards have died from COVID-19.

CDCR has taken proactive measures to reduce the presence and spread of COVID-19
in its institutions. Among other things, CDCR has restricted inmate movement; activated
gyms, dayrooms, and temporary tent facilities to create physical distancing; modified
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the parole suitability hearing process to take place by video and telephone
conference; restricted family visitation and provided inmates with free telephone calls
and video visitation opportunities; initiated a staff screening process upon entering
facilities; suspended large-scale construction projects within the secure perimeter of
CDCR facilities; and suspended in-person rehabilitative programs and education
classes. CDCR also delayed the Basic Correctional Officer Academy, modified the
Academy'’s training to provide for physical distancing, and employed the California
Prison Industry Authority to produce cloth face masks and hand sanitizer for inmates
and staff. In November 2020, the Department also started requiring all staff, contractors
and vendors to wear disposable procedure masks while on prison grounds, rather than
the previously required cloth masks. The Department is providing these masks on a daily
basis upon entry to the prison.

Beginning in June, CDCR began expanded employee testing for COVID-19 at its skilled
nursing facilities consistent with guidance from the California Department of Public
Health. This guidance includes baseline testing of all employees and separate protocols
for continued testing, the frequency of which is dependent on whether an institution
has an active outbreak. CDCR has also implemented expanded employee testing
protocols at institutions without skilled nursing facilities. On average, on a monthly basis,
CDCR conducts approximately 128,000 tests on employees and 70,000 tests on inmates.
Given the significant increase in COVID-19 cases among staff and inmates, CDCR
implemented weekly testing of all staff at all institutions in late November 2020. CDCR
expects to continue weekly testing through the end of January 2021, or until such time
that there is a significant decrease in positive cases.

CDCR began distributing vaccines to staff and inmates in its skilled nursing facilities in
mid-December. CDCR and the Receiver’s Office will follow state public health
guidance for further distributions.

By mid-December, CDCR had spent approximately $408.3 million during 2019-20 and
2020-21 on COVID-19 activities including staff and inmate testing, cleaning, tents, and
personal protective equipment purchases. By the end of 2020-21, CDCR expects to
spend up to $723.8 million more. The Budget includes $281.3 million one-time General
Fund in 2021-22, for these COVID-19 activities and purchases. For more information,
please refer to the COVID-19 Pandemic Response Chapter.

In addition, the Budget provides limited-term resources of $51 million General Fund in
2021-22, growing to $77.6 million through 2024-25, for increased workers' compensation
costs associated with Chapter 85, Statutes of 2020 (SB 1159), which creates a rebuttable
presumption that an employee's illness related to COVID-19 is an occupational injury.
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PROJECT HOPE

Project Hope provides non-congregate quarantine and isolation sheltering to
individuals returning to the community from California state prisons. Through Project
Hope, individuals who tested positive for COVID-19 or were exposed to COVID-192 while
incarcerated are able to safely finish their medically directed quarantine or isolation to
help prevent disease transmission into their communities. CDCR, the California
Governor's Office of Emergency Services, and the Department of General Services
collaboratively provide safe transportation, non-congregate hotel accommodations,
and meal services to all participants. Project Hope is a voluntary program available to
both parolees and individuals releasing to Post Release Community Supervision. Project
Hope does not replace existing post-incarceration transition programs managed by the
state, counties, and local service providers, and participants of Project Hope remain
under the jurisdiction and supervision of either state parole or county probation
departments. As of December 17, 2020, Project Hope has served approximately 934
returning individuals since its inception in April 2020.

SUSPENSION OF INTAKE TO STATE PRISONS

As mentioned earlier, in late March the state halted intake and/or transfer of inmates
from county jails intfo state prisons to reduce the risk of COVID-19 entering the state
prison system. CDCR resumed intfake on a limited basis in late August, although public
health conditions subsequently halted intake again in late November. As public health
conditions allow, CDCR plans to resume intake with continued precautions

including offering testing to all inmates upon intake and instituting a mandatory 14-day
quarantine period in its reception centers.

The suspension of intake has resulted in greater numbers of inmates being held in

county jails. In circumstances where CDCR cannot accept the intake and/or transfer of
an inmate from a county jail, the state is required to reimburse counties for holding
inmates. As of December 1, 2020, the state has provided $38.8 million General Fund,
with an additional payment of $40.4 million pending, to county sheriffs and county
corrections departments for housing inmates due to the temporary stoppage of prison
intake. This reflects payments for inmates held in county jails from March through
November, and reimbursements will continue until such time that all inmates are
transferred to state prison. Current projections suggest a total of $163.4 million in
additional reimbursement through June 30, 2021.
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PRISON CAPACITY AND CLOSURES

The adult prison population has steadily declined over many years, presenting
opportunities for CDCR to eliminate its reliance on contract prison capacity. CDCR
terminated its final remaining contract to house inmates out of state in June 2019. In
addition, CDCR terminated six of seven in-state contracts by October 2020, and the
Budget reflects closing the final in-state contract correctional facility by May 2021. Due
to the significant continued decline in the population, and consistent with the 2020
Budget Act, the Department plans to close Deuel Vocational Institution by September
2021, achieving savings of $113.5 million General Fund in 2021-22, and $150.6 million
General Fund beginning in 2022-23. The Administration plans to close a second
state-operated prison in 2022-23.

While CDCR’s population is projected to decline over the next year, COVID-19 has
presented a significant challenge for the Department. New consideration must be
given to the long term use of dormitories, placements of older inmates, and the need
for dedicated space to isolate inmates in the event of additional outbreaks of either
COVID-19 or other airborne communicable diseases. The Department is considering
long-term strategies for a safer and more resilient prison system into the future.

FOCUS ON INMATE REHABILITATION AND REENTRY

The Administration is committed to improving outcomes for incarcerated individuals
and enhancing public safety by improving rehabilitation and reentry programs. The
2020 Budget Act made critical near-term investments to support this long-term goal,
such as reduction of reception center processing times to allow inmates to begin
participating in academic and rehabilitative programming sooner; changes to good
conduct credits to provide greater incentives for inmates to engage in good conduct
such as participating in work and program assignments; and establishment of a Youth
Offender Rehabilitative Community at Valley State Prison to create an environment
conducive to positive behavioral programming and targeted educational programs.
The Budget builds upon those investments with adaptations necessary due to the
COVID-19 Pandemic. In total, the Budget includes $546.9 million General Fund for
rehabilitative programs—nearly double the funding level in 2012-13.

TECHNOLOGY FOR INMATES PARTICIPATING IN ACADEMIC PROGRAMS

Access to remote rehabilitative programming is critical to providing incarcerated
individuals continued programming during the COVID-19 Pandemic. Remote
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programming is also an important factor in providing rehabilitation access to those
individuals who may not have access to in-person training, such as those with medical
conditions. The Budget includes $23.2 million General Fund in 2021-22, and $18 million
ongoing General Fund, for information technology to enhance access to rehabilitative
programming. Specifically, the proposal includes the purchase of approximately 38,000
laptop computers for use by academic program participants (such as students in basic
adult education, GED, or community college courses), as well as the expansion of
virtualization infrastructure, network bandwidth, and the creation of a secure online
academic portal that will allow students to complete educational curriculum outside of
the classroom.

STAFF DEVELOPMENT AND SUPPORT

Creating a prison environment that is safe, secure, and conducive to rehabilitation,
requires a professional, well-trained workforce. Correctional officers serve an especially
important role in the rehabilitation efforts of the Department. The Budget includes

$21.2 million General Fund in 2021-22, decreasing to $16.1 million ongoing General Fund
in 2024-25, to enhance staff development through new training for correctional officers.
These efforts will involve repurposing the former Northern California Women's Facility
intfo a new hands-on training facility and will focus on effective and realistic training.

INFRASTRUCTURE SUPPORT AND MODERNIZATION

The state’s prison infrastructure requires investments for the safety of staff and inmates.
Although the state has made significant investments in upgrading health care facilities,
some core infrastructure has significantly deteriorated and improvements must be
made.

ROOF REPLACEMENT

Failing prison roofs have resulted in damage to electrical systems and housing units,
interruptions in rehabilitation and education programs, and mental health tfreatment.
The Budget includes $33.6 million General Fund over two years for roof replacement
projects at California State Prison, Los Angeles County. This is part of a multi-year plan to
replace aging and deteriorating roofs across the state prison system. To date,

11 institutions have received one-time funding for major roof replacement and repair
projects. In addition to California State Prison, Los Angeles County, 14 institutions remain
scheduled for future roof replacement and repair projects over the next 7 years.
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HEALTH CARE FACILITY UPDATES AT THE CALIFORNIA REHABILITATION CENTER

Existing health care facilities at the California Rehabilitation Center are located in
buildings approaching 75 years old that do not have adequate storage for medication
and medical supplies, which restricts workflow and makes it difficult to maintain
inmate-patient privacy. The Budget includes $6.8 million one-time General Fund to
replace damaged flooring, walls, wall-mounted air conditioning units, counters, and
storage spaces in existing health care treatment areas. This project will also replace
existing medication distribution windows with newer windows that are consistent with
current standards and will allow for improved medication distribution. The California
Rehabilitation Center is one of the older facilities in the state prison system. These
upgrades are necessary to maintain this facility, which is better geographically situated
to recruit staff, including health care staff.

DEFERRED MAINTENANCE

The Budget includes $50 million one-fime General Fund in 2021-22, to address the
Department’s highest priority deferred maintenance projects. CDCR has numerous
critical maintenance projects, which have resulted in essential infrastructure systems
deteriorating to the point of failure. Although the Department has made significant
strides in reducing its deferred maintenance backlog in recent years, total costs of
identified deferred maintenance projects are estimated at approximately $1 billion.

CELLULAR INTERDICTION

The Department currently uses technology called the Managed Access System to block
unauthorized cellular usage within its prisons. While the Department works to prevent
the infroduction of contraband cell phones onto prison grounds, cell phones are still
located and confiscated. This system disables contraband cell phones by intercepting
calls and stopping them from being completed. The Budget includes $1.8 million
ongoing General Fund to maintain the use of the current Managed Access System
which would otherwise expire May 2021, with the Inmate/Ward Telephone System
contract. Although the continuation of the Managed Access System results in increased
costs to the state, it also results in reduced calling costs to inmates and their families
when using the Inmate/Ward Telephone System.

OTHER SIGNIFICANT ADJUSTMENTS

* Armstrong Court Compliance—In September 2020, the U.S. District Court for the
Northern District of California ordered CDCR to develop a plan within 21 days, to be
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implemented in the months thereafter, to address several mandated reforms at the
Richard J. Donovan Correctional Facility (RJD). These reforms include: (1) installation
of security cameras throughout the prison within 90 days; (2) use of body-worn
cameras within 60 days; (3) modifications of the staff complaint and disciplinary
processes; and (4) increases to supervisory staffing and training. While the state has
appealed this order, the Budget includes $13.5 million General Fund in 2020-21,
$10.1 million General Fund in 2021-22, and $6.9 million General Fund beginning in
2022-23 for these purposes. This also includes funding for the installation of security
cameras on two yards at the California State Prison, Los Angeles County.

* Increased Healthy Menu Options—To improve health and well-being of the inmates,
CDCR is implementing healthier menus within its institutions. The updated menu
addresses inmates’ overall healthy eating patterns and is based on the U.S.
Department of Agriculture’s dietary guidelines. The Budget includes $7.5 million
ongoing General Fund to support this change.

* Transgender, Nonbinary, and Intersex Inmate Housing and Search Preferences—The
Budget includes $2.8 million General Fund in 2021-22, declining fo $1.2 million
ongoing General Fund, to develop and implement policies related to Chapter 182,
Statutes of 2020 (SB 132), the Transgender Respect, Agency, and Dignity Act. SB 132
requires CDCR to house, and conduct physical searches of, transgender, nonbinary,
and intersex inmates according to their gender identity and preference. Funding will
be used to update data repositories with gender identity markers; process
tfransgender, nonbinary, and intersex housing change requests; and train
correctional staff on safe housing practices.

INMATE MEDICAL CARE AND MENTAL HEALTH SERVICES

The Budget continues the state’'s commitment to improve the Department’s delivery of
health care services to inmates. The Budget dedicates $3.4 billion ongoing General
Fund for health care services programs, which provide access to mental health,
medical, and dental care that is consistent with the standards and scope of services
appropriate within a custodial environment.

FEDERAL RECEIVERSHIP OVERSEEING PRISON MEDICAL CARE

In 2005, a federal court established a receivership to oversee prison medical care. To
date, the Receiver has transitioned oversight of 19 institutions back to the state. The
Budget includes $4 million General Fund in 2021-22, increasing to $11.6 million ongoing
General Fund in 2023-24, to enhance quality management and patient safety by

180 GOVERNOR'S BUDGET SUMMARY — 2021-22



CRIMINAL JUSTICE

providing staff to evaluate risks and implement best practices to improve the health
care delivery system.

DIVISION OF JUVENILE JUSTICE REALIGNMENT

Consistent with Chapter 337, Statutes of 2020 (SB 823), the Division of Juvenile Justice
(DJJ) will stop the intake of wards on June 30, 2021, with limited exceptions. The 2021-22
estimated population is expected to be 729, a reduction of 126 compared to the spring
projections, reducing costs by $10.1 million General Fund in 2021-22. The DJJ is
expected to close on June 30, 2023. For more information, please refer to the Health
and Human Services Chapter.

Pursuant to SB 823, and to facilitate the transition of youth offenders from state to
county care, the Board of State and Community Corrections will distribute one-time
funds of $9.6 million General Fund in 2020-21, for the Regional Youth Programs and
Facilities Grant Program. SB 823 also included ongoing funding for the Juvenile Justice
Realignment Block Grant as follows: $46.5 million General Fund in 2021-22, $122.9 million
in 2022-23, $195.9 million in 2023-24, and $212.7 million ongoing beginning in 2024-25, for
county probation departments to take over responsibility for youth who will no

longer go to the DJJ. County probation departments are integral to the success of the
realignment of juvenile offenders from the state to counties.

LOCAL PUBLIC SAFETY AND REHABILITATION

COUNTY PROBATION DEPARTMENTS

Probation has broad responsibilities that include crime prevention, rehabilitation
through community supervision, overseeing the local juvenile justice system and
promoting healthy families and communities. When probation departments are
successful they reduce recidivism and state prison costs, and contribute to improving
outcomes for offenders.

Probation has been at the forefront of criminal justice reform and, even in the face of
budget downturns, has continued to innovate and improve its approach to community
safety. In recent years, probation has been tasked with increased responsibilifies
through juvenile and adult realignments. Probation has continually accepted and
embraced these responsibilities, leading to reduced incarceration rates and improved
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outcomes, as evidenced in reforms such as the California Community Corrections
Performance Incentive Act of 2009 (SB 678), discussed below.

Chapter 328, Statutes of 2020 (AB 1950), provides a significant opportunity for county
probation to refocus efforts and provide enhanced services earlier in the probation
term to increase success and reduce recidivism. County probation departments will
also now support the entire juvenile justice continuum with the implementation of

SB 823.

The Budget makes an additional investment of $50 million one-fime General Fund in
2020-21 for county probation departments to support these transitions. The
Administration proposes that the Legislature take action on this funding early in 2021.

These funds may be used for a broad range of services with an emphasis on keeping
juveniles and adults out of the criminal justice system, moving them quickly and
successfully through the system, and keeping them from reentering the system.
Enhancing services in the community will enable probation to better meet the
treatment and programming needs of adult and juvenile offenders, while also providing
the courts confidence in probation as an alternative to incarceration.

ADULT PROBATION

In 2009, the state recognized the importance of investing in probation to reduce state
prison costs with the passage of the California Community Corrections Performance
Incentive Act of 2009 (SB 678). SB 678 provides performance-based funding to share
General Fund savings with county probation departments that reduce or maintain low
revocation rates to prison from the probation population. Based on county-reported
data from calendar year 2019, the 2020 Budget Act allocated $112.6 million General
Fund to counties.

The COVID-19 Pandemic and its impacts to law enforcement and court processing
resulted in significantly fewer revocations. In addition, AB 1950, which caps probation
terms at one or two years will also impact revocation rates.

Since these two factors impact the current calculations in a way that has little relation
to probation department performance, the Budget provides $122.9 million ongoing
General Fund to county probation departments, based on the highest payment to
individual counties over the prior three fiscal years. These funds will continue to support
county probation departments’ efforts to reduce or maintain low revocation rates while
recognizing the unprecedented impacts of the COVID-19 Pandemic and changes to
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statewide probation policy. The Administration infends to revisit the performance-based
formulas after trends in the probation population stabilize.

JUVENILE PROBATION

County probation departments are supporting the implementation of SB 823, which
closes state facilities to juvenile offenders on June 30, 2021. In order to successfully
implement this change counties and probation departments must work toward the
development of appropriate placements and rehabilitative programs. The realignment
of youthful offenders to the counties allows for enhanced collaboration between
juvenile delinquency and dependency, but more specialized placements must be
developed to rehabilitate youthful offenders and avoid adult commitments. As
mentioned previously in this Chapter, the Board of State and Community Corrections is
distributing $9.6 million General Fund in 2020-21, to support facility upgrades and
specialized program development and the Budget includes $46.5 million General Fund
in 2021-22, for counties to support implementation of SB 823.

POST-RELEASE COMMUNITY SUPERVISION

The Budget includes $19.5 million one-time General Fund in 2021-22, for county
probation departments to supervise the temporary increase in the average daily
population of offenders on Post-Release Community Supervision as a result of the
implementation of Proposition 57.

PROPOSITION 47 SAVINGS

In November 2014, voters passed Proposition 47, which requires misdemeanor rather
than felony sentencing for certain property and drug crimes and permits inmates
previously sentenced for these reclassified crimes to petition for resentencing.
Proposition 47 requires the Department of Finance to annually estimate savings to the
state resulting from the measure in the preceding fiscal year and that an equivalent
amount from the General Fund be deposited intfo a special fund for specified purposes.

The Department of Finance currently estimates net General Fund savings of

$114.8 million, an increase of $11.9 million over the estimated savings in 2020-21. This is
afttributable primarily to increased savings resulting from the end of the state’s reliance
on contract facilities to house prison inmates. These funds will be allocated according
to the formula outlined in the inifiative, which requires 65 percent be allocated for
grants to public agencies to support various recidivism reduction programs (such as
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mental health and substance use services), 25 percent for grants to support truancy
and dropout prevention programs, and 10 percent for grants for victims' services.

COUNTY JAIL RELINQUISHMENTS

The Board of State and Community Corrections administers five financing programs for
adult jail facilities in counties statewide. Since these programs commenced, several
county recipients have relinquished their awards and some counties realized minor
project savings that remain unspent. Approximately $202 million is currently available for
allocation. The Administration supports reallocating these bonds to purchase or modify
community mental health facilities. For more information, please refer to the Housing
and Homelessness and Health and Human Services Chapters.

PENAL CODE REVIEW

COMMITTEE ON REVISION TO THE PENAL CODE

The Budget includes $494,000 ongoing General Fund for additional staffing for the
Committee on Revision of the Penal Code. The Committee was established on
January 1, 2020, to study and recommend changes to simplify and rationalize
California’s criminal laws and will produce its first set of recommendations in January
2021. The Committee’s first year of work has confirmed the need for additional legal
staff to address the complexity and scope of California’s criminal justice system.

DEPARTMENT OF JUSTICE

As chief law officer of the state, the Attorney General has the responsibility to see that
the laws of California are uniformly and adequately enforced. This responsibility is
fulfilled through the diverse programs of the Department of Justice (DOJ). The
Department provides legal services on behalf of the people of California; serves as
legal counsel to state agencies; provides oversight, enforcement, education, and
regulation of California's firearms laws; provides evaluation and analysis of physical
evidence; and supports data needs of California’s criminal justice community. The
Budget includes total funding of approximately $1.1 billion, including $358 million
General Fund, to support DOJ.
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POLICE USE OF FORCE INVESTIGATIONS

Chapter 326, Statutes of 2020 (AB 1506), requires a state prosecutor to investigate
incidents of an officer-involved shooting resulting in the death of an unarmed civilian,
and makes the Attorney General the state prosecutor unless otherwise specified or
named. The Budget includes $13 million General Fund in 2021-22, increasing to

$13.5 million ongoing, to establish three teams, one in each of the northern, central,
and southern regions of California, to conduct these investigations across the state.

AB 1506 also requires DOJ, commencing July 1, 2023, to operate a Police Practices
Division to review and make recommendations on the use of deadly force policies of
laow enforcement agencies. The Administration is committed to working with DOJ on the
implementation of this Division in the future.

SIGNIFICANT ADJUSTMENTS

e Bureau of Forensic Services—$16 million ($6 million General Fund and $10 million
Fingerprint Fees Account) in 2021-22, increasing to $28.3 million ongoing
($18.3 million General Fund and $10 million Fingerprint Fees Account), to backfill the
continued decline in fine and fee revenues in the DNA Identification Fund. This
funding will enable DOJ to continue processing forensic evidence for client
counties.

e Consolidated Science Forensic Laboratory—$6.5 million one-time General Fund for
DOJ to build a new facility to expand forensic capacity and capability, and to
allow California to remain on the cutting edge of forensic science and technology.

* Healthcare Rights and Access Workload—$2.1 million ongoing Public Rights Law
Enforcement Special Fund to address workload concerns in the recently established
Healthcare Rights and Access Unit within the Division of Legal Services.

* Chapter 337, Statutes of 2020 (SB 823)—$1.92 million General Fund in 2021-22, and
$1 million in 2022-23, to convene a working group to submit a plan for the
replacement of the Juvenile Court and Probation Statistical System with a modern
database, as part of the realignment of the Division of Juvenile Justice to the
counties.

* Chapter 319, Statutes of 2020 (AB 3121)—$1.1 million General Fund in 2021-22 and
2022-23, to support the Task Force to Study and Develop Reparation Proposals for
African Americans, with a Special Consideration for African Americans Who are
Descendants of Persons Enslaved in the United States.
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* Chapter 292, Statutes of 2020 (AB 2847)—$674,000 Dealers Record of Sale Special
Account in 2021-22, and $1.3 million in 2022-23, for information technology resources
fo update systems to track microstamp information as required by the bill.
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DIGITAL TRANSFORMATION AND RESULTS-
ORIENTED GOVERNMENT

vilding upon the state’s 2019 investment in digital innovation, the Government
B Operations Agency (GovOps), California Department of Technology (CDT), Office
of Digital Innovation (ODI), and Department of General Services (DGS), will accelerate
the digital fransformation of services and how they are delivered to nearly 40 million
Californians by working collaboratively with state agencies and departments to find
innovative ways to adapt and deliver core government functions online while
improving business processes and consumer interactions. Efforts will stabilize critical
services and Information Technology (IT) infrastructure and security, modernize and
improve the user experience, empower the use of data, and implement policy
changes that will make government operations more efficient and effective for all
Californians.

DIGITAL TRANSFORMATION

The events of 2020 highlighted the urgent need to modernize government services in an
online environment. The state recognizes the need to optimize technology infrastructure
and investments, foster digital services, and use data to inform decision-making.
Government modernization will lead to improved and equitable decisions, services,
and outcomes for Californians.
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The ODI, an office within GovOps, is tasked with improving the service delivery functions
of state entities, while CDT is primarily responsible for overseeing departments in their
utilization of technology services and works with state entities so that new and existing
services meet the needs of a modern California.

STABILIZE CRITICAL SERVICES AND IT INFRASTRUCTURE AND SECURITY

In order to transform the way individuals engage with government online, the first step is
to provide a stable and secure information technology foundation. Historically,
individual state departments have been responsible for the ongoing maintenance and
operation of their technology systems, including scaling them to meet Californians’
needs. When systems fail, departments rely on CDT to make emergency repairs.
Unfortunately, reacting to an emergency when it occurs is neither helpful to the
department nor the individuals reliant on the services provided. As such, the state must
establish a proactive and preventative approach so its critical technology systems are
resilient enough to prevent failures and recover rapidly when they do occur.

The Budget includes $11.4 million one-time General Fund ($9.4 million General Fund in
2022-23 and $6.4 million ongoing General Fund) for CDT to target critical services,
perform a rigorous assessment of the most vital and at-risk services, develop report
cards, drive interventions and improvements, and identify key safeguards. The CDT will
prioritize departments by Essential State Function as identified in the state’s Continuity of
Operation Plans. Focus has begun on services associated with the COVID-19 Pandemic,
including those in the California Department of Public Health (CDPH), the Governor’s
Office of Emergency Services, and the Employment Development Department (EDD).

The Budget also includes $20.1 million ongoing General Fund to conduct IT security
assessments of state departments in an efficient and effective manner by funding these
assessments up front, allowing departments the ability to use the savings from not
having to reimburse CDT for the cost of the assessment, to remediate security
deficiencies. This increases the speed in which security risks are resolved.

MODERNIZE AND IMPROVE THE USER EXPERIENCE

While CDT is primarily responsible for overseeing departments' utilization of technology
services, including information security, project delivery and workforce development,
CDT also enables the state to leverage its current investments in data and information.
This creates new and innovative approaches to information sharing that provide
governments, individuals, and businesses the opportunity to make decisions in the
context of more information.
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GovOps, CDT, ODI, and DGS will begin the next steps in modernizing and improving the
way in which individuals engage with state government. Significant projects include:

* Developing a new CA.gov portal providing essential digital services in one website.

* Researching the development of a Digital ID system to be used across all state
departments.

* Accepting credit card payments at all public-facing state departments.

* Migrating state department websites to CDT's Web Enterprise Platform and
evaluating compliance with the Americans with Disabilities Act accessibility
requirements.

* Transitioning all state forms to be signed and submitted electronically.

* Creating an all-electronic process for regulations submitted by departments to the
Office of Administrative Law for approval.

The CDT's innovation efforts are complemented by ODI. The ODI was established in
2019 to focus on the end user and how the end user engages with government. The
ODI puts the end user at the center of service design and uses qualitative and
quantitative user research to inform everything from discovery to delivery. To date,
ODI's focus has been in collaboration with CDT, managing a series of critical projects
aimed at helping CDPH and EDD with COVID-19 response activities. Significant
accomplishments to date include:

* Alpha.ca.gov Project—Prototyped a redesigned CA.gov website, successfully
demonstrating how user research, content design, and performant technology can
make services and information easy o find, easy to understand, and easy to use
through a single web portal.

* COVID19.ca.gov—Created the state’s public COVID-19 information web portal in
collaboration with multiple state departments and agencies. The portal was built in
four days using the reusable assets and tools created by the Alpha.ca.gov project.
ODI updates guidance, design, and code daily, constantly iterating, making the site
easier for the end user.

e EDD Strike Team—Helped prioritize problems, identify root causes, scout potential
solutions and offer guidance to EDD on how to make system and operational
improvements, including implementing a new identity verification and fraud
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prevention system, simplifying the unemployment insurance application, and
streamlining Workshare.

In addition, several departments have projects underway to add online services and
improve existing systems to better serve Californians. The Department of Consumer
Affairs and the Department of Alcoholic Beverage Control are making it easier to
apply, renew, and pay fees for various licenses as well as adding more forms and
information online. Other modernization efforts in process include making it easier to
apply for and track college financial aid, bringing business forms and filings online,
developing electronic health care record systems as well as updating legacy systems to
be more stable and nimble. These projects will make it easier for individuals to obtain
much needed information and services.

RESULTS-ORIENTED AND INCLUSIVE GOVERNMENT

The COVID-19 Pandemic has forced systemic changes to government operations

and GovOps was charged with rethinking business practices including the expansion of
telework strategies, reconfiguring office space, reducing leased space, and promoting
flexible work schedules for employees. GovOps is also leading a government-wide
effort to reduce disparities and promote equity and inclusion in the work place.

The Budget includes $57.4 million ongoing General Fund savings to reflect operational
efficiencies within state departments and agencies directed in the 2020 Budget Act
through the implementation of new operational policies and practices throughout the
state.

EQUITY AND INCLUSION

As part of fransforming state operations, it is imperative that state processes and
policies be established o serve the people of California in accessible, equitable, and
inclusive ways. In September 2019, the Administration convened the California Leads
Taskforce under the direction of GovOps Agency that includes the following topics:
Sexual Harassment Discrimination Prevention and Response, Diversity and Inclusion,
Public Safety Diversity, and Racial and Gender Pay Equity. These task forces have
developed actions to create a more inclusive, respectful, and equitable workplace.
The Budget includes $290,000 ongoing General Fund to establish the state’s first ever
Chief Equity Officer within GovOps, which will build upon and implement the work of
the California Leads Taskforce. The Chief Equity Officer will develop a uniform
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framework for creating equitable policies, practices, and metrics for hiring and
procurement.

Further, the Administration is collaborating with the Department of Developmental
Services and Department of Rehabilitation to begin a new State Employment Initiative
to employ more persons with disabilities in the state workforce. Currently, five
departments are part of the pilot program to bring both awareness of state jobs and
full-time employment to the disabled community.

PLAN FOR TELEWORK

At the start of the COVID-19 Pandemic, the state faced challenges with transitioning
large segments of its employees to a remote work environment quickly, with as little
disruption as possible to the public. Since the initial rollout of the emergency telework
guidance in March 2020, GovOps and DGS have:

* Developed a new comprehensive statewide telework policy.

* Launched www.telework.govops.ca.gov as an online resource for agencies and
departments to explore telework collaboration and optimization strategies.

* Promoted telework by engaging in pilot programs to expand the use of telework
and serve as best practice case studies for other agencies and departments.

» Established a new statewide policy allowing the use and acceptance of
e-Signatures on most standard agency and departmental forms.

State departments and agencies will continue implementing telework best practices
into their operations, including identifying positions that can telework full-time or
part-time in a post-pandemic environment. Agencies and departments are also
encouraged to attend the California Department of Human Resources Lean Academy,
which is designed to help improve processes and quality from the point of view of the
customer and eliminate waste. These permanent operational changes throughout the
state are expected to lead to ongoing savings for many state entities.

REDUCE AND RECONFIGURE OFFICE SPACES

As a result of an expected increase in telework over the long-term, DGS is evaluating
the state’s portfolio of leases to determine which agencies and departments may be
able to reduce the use of state space. Departments and agencies are also looking for
opportunities to reconfigure their workspaces to include additional meeting rooms and
hoteling space that will reduce the state's overall footprint. Reducing space decreases
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not only the lease costs but also energy costs. Departments and agencies are
continuing to work with DGS on potential restacking opportunities in state-owned
buildings and leased properties. Current efforts include:

* The Natural Resources Agency is leveraging ongoing telework to reduce its space
needs upon relocation to their new headquarters building in August 2021. The new
headquarters building will accommodate more staff with less space.

* DGS is analyzing its own lease space needs, freeing up space to relocate an
additional department into its facilities, thereby resulting in rent savings to DGS.

* The Department of FI$Cal, as part of a telework pilot program, is relinquishing much
of its leased office space as they transition most staff to permanent telework
resulting in approximately $1 million in ongoing savings.

* The California Department of Tax and Fee Administration is reviewing with DGS its
building project to identify efficiencies due to increased permanent telework
amongst its staff.

REDUCE TRAVEL AND FLEET COSTS

With the successful implementation of virtual meeting tools and the planned expanded
use of telework into the future, the amount of travel and fleet usage by state
departments and agencies will decline. Most state entities have now successfully
implemented online tools into their operations that allow them to virtually conduct
meetings and collaborate on projects and other critical functions. GovOps in
collaboration with DGS is working on the following statewide travel and fleet cost
reduction strategies that complement the changing work environment for state
departments and agencies while also achieving operational savings:

» Directing departments and agencies to reduce statewide travel costs by utilizing
video conferencing for meetings or trainings, where possible, and eliminate
unnecessary travel.

* Updating existing policy and developing a new technology solution to default
to the lowest logical airfare price when making reservations through the state’s
travel system. This will reduce ticket costs by up to 60 percent.

* Establishing a statewide policy on installation and utilization of Telematics devices (a
mini GPS device that fracks distance, time, location, speed, etc.) for state vehicles,
which when fully implemented, will better assist the state in managing its fleet,
resulting in reduced fuel and maintenance costs, and minimizing accidents.
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* Developing a plan to evaluate state fleet home storage permits.

REDESIGN PROCUREMENT PROCESSES

The state needs to leverage its buying power as a force for economic recovery and
equity, while also achieving better outcomes. The state is fransforming its procurement
processes to improve the experience for both the vendor community and state entities.
This means framing procurements as challenges and statements of need instead of
being prescriptive about solutions. Streamlining and simplifying the procurement
lifecycle will also help level the playing field and open up state contracts to a broader
diversity of firms, including small businesses. Procuring from small businesses creates and
sustains jobs that strengthen the economy. DGS will implement and educate
departments on a Small Business First Policy and increase outreach for California’s
minority-owned businesses.

Technology procurement redesign starts with a deep analysis of fechnology spending
to identify opportunities for shared services and scale discounts. On the project delivery
side, the state will no longer pursue large “rip and replace” capital IT projects. Instead,
it is adopting a modular and iterative approach, where functionality is built and
released in smaller projects and in close collaboration with the end users.

EMPOWER THE USE OF DATA

In order to effectively and efficiently provide critical services in a user-friendly way, the
state is improving the use of its data. To effectively provide services, especially to the
most vulnerable residents, the state needs to be able to evaluate what works and what
does not through robust use of data and evidence. GovOps recently published a
Statewide Data Strategy that will allow the state to develop the infrastructure,
processes, and people to manage, access, and use data efficiently, effectively,
securely, and responsibly. The Budget includes $558,000 ongoing General Fund for the
state’s Chief Data Officer to implement the Statewide Data Strategy.

STATE OPERATIONS STRATEGIC PLANNING

To guide the state into a results-oriented operational environment, GovOps will facilitate
the development of a multi-year strategic plan to tfransform state government. This
transformation effort will begin with establishing a set of cross governmental goals that
create a more resilient and responsive state government. This will be a first of its kind
statewide strategic plan focused solely on state operations. The GovOps Center for
Government Excellence and Transformation will assist this effort by weaving together
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earlier and new initiatives into a delivery strategy that builds the capacity to tfransform
government for the modern era and measures the outcomes of its efforts.
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LABOR AND WORKFORCE DEVELOPMENT

LABOR AND WORKFORCE DEVELOPMENT

The California Labor and Workforce Development Agency (Labor Agency) serves
California workers and businesses by improving access to employment, education and
training programs in connection with employers’ need for talent, enforcing California
labor laws to ensure workers are protected and employers compete on a level playing
field, and administering employment-related benefits that promote equity throughout
the state.

The COVID-19 Pandemic has had devastating impacts on California’s workers,
disproportionately impacting low-wage earners, and businesses. California’s
unemployment rate increased from a record low of 3.9 percent in February 2020 to a
record high of 16.4 percent in April and May. The COVID-19 Pandemic forced dramatic
downturns in many industries and almost complete shutdowns in others. Alimost half of
all leisure and hospitality workers lost their jobs, while higher wage sectors such as
professional and business services largely shifted to working from home.

As aresult of the COVID-19 Pandemic, the federal government enacted a stimulus
package in spring 2020 to expand and increase unemployment insurance benefits,
including the creation of a new program to provide benefits to individuals who
traditionally would not have been eligible for regular unemployment. The federal
government also provided expanded paid sick and medical leave to certain workers
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who were unable to work as a result of becoming ill from COVID-19 or
self-quarantining.

EMPLOYMENT DEVELOPMENT DEPARTMENT

The Employment Development Department (EDD) administers the state’s
Unemployment Insurance (Ul), Disability Insurance, and Paid Family Leave programs.
EDD also provides a range of employment and training services in partnership with state
and local agencies and organizations throughout California connecting employers with
job seekers.

UNPRECEDENTED UNEMPLOYMENT RATES

As many businesses began to shut down in March, Ul claims spiked. The immediate
surge forced EDD to make adjustments to its approach and processes while
simultaneously transitioning many employees to a telework environment. To address the
overwhelming number of applications, EDD immediately redirected staff, extended
traditional work hours, adopted operational and technological changes to gain
efficiencies and maximize capacity, and began to hire and train additional Ul claims
processors. EDD recruited the assistance of other state departments, resulting in
hundreds of state employees trained to assist on both a limited and long-term basis.
EDD also extended its call center hours and contfracted with vendors to increase
customer service capacity to handle the high volume of incoming inquiries.

While EDD was significantly challenged by the surge in Ul claims as a result of the
COVID-19 Pandemic, it was also hampered by a decades-old technology system that
made coding any program changes extremely difficult, cumbersome, and slow.

EMPLOYMENT DEVELOPMENT DEPARTMENT STRIKE TEAM

Despite EDD'’s efforts, the backlog of Ul claims continued to grow. In late July, the
Governor announced the creation of an EDD Strike Team tasked to create a blueprint
for improvements and modernization of EDD’s business processes to more efficiently
process Ul claim applications and improve the customer experience. Outlined in their
September report, the EDD Strike Team made 100 consolidated recommendations; EDD
is anficipated to have completed half of them by year-end and developed timelines
for completion of the remaining recommendations. Most notably, EDD has taken steps
to address the top four recommendations, as follows:

e Develop dashboards that measure daily the different Ul claims process.
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* Procure and deploy an identification verification solution—ID.me to increase
security and reduce processing times.

* Adopt and implement a plan to reduce the substantial backlog of Ul claims.

* Complete the deployment of the document upload software for Ul applicants.

MITIGATING FRAUD

The pandemic and surge in claims not only created a backlog and overwhelming
workload for EDD: as in many other states, opportunists took advantage of the crisis
through identity theft and exploiting newly established federal Ul benefits, in particular
the Pandemic Unemployment Assistance (PUA) program, which had a less stringent
verification process than the base Ul program. After a spike in PUA claims in June and
July, EDD took action to halt the automatic backdating of incoming PUA claims in early
September and implemented a front-end technology application, known as ID.me, to
assist with identity verification of users and to authenticate registrants prior to filing
benefit claims. These efforts have significantly reduced the fraudulent claims and the
Governor has formed a taskforce led by the Governor's Office of Emergency Services
to coordinate with federal, state and local law enforcement entities to identify,
investigate, and prosecute fraudulent activity within the Ul system. Further, EDD is
continuing to identify systems and assess tools that will help to further detect fraud and
prevent fraudulent claims.

UNEMPLOYMENT INSURANCE TRUST FUND

The federal government allowed states to borrow from the federal Ul trust fund with no
interest through 2020 (the recent federal COVID-19 relief bill extends this to

March 14, 2021). However, beyond this date, states will owe interest on any remaining
balance. EDD estimates California will have a $21.5 billion Ul Trust Fund deficit as of the
end of 2020, rising to $48.3 billion by the end of 2021. The projected deficit will surpass
borrowing from the Great Recession, when California borrowed over $65 billion in loans
and paid $1.4 billion in interest from 2011-2018. At its highest point, the state owed

$11 billionin 2011.

The Budget includes $555 million one-time General Fund for the anticipated interest
payment (accrued interest for six months) due in September 2021. Federal law requires
intferest payments to be made from state funds annually until the Ul loan principal is
repaid. With the recently enacted federal COVID-19 relief bill, interest will be waived
through March 14, 2021; however, the anticipated loan interest repayment estimates
do not reflect this relief and will be updated at the May Revision.
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DEPARTMENT OF INDUSTRIAL RELATIONS

The Department of Industrial Relations (DIR) protects and improves working conditions
by administering and enforcing laws related to wages, workplace safety and health,
retaliation, and workers’ compensation benefits. The department’s Division of
Occupational Safety and Health, better known as Cal/OSHA, enforces workplace
safety laws by investigating workplace hazards and health and safety violations.

PROTECTING WORKERS IN A PANDEMIC, AND BEYOND

The COVID-19 Pandemic has placed unprecedented strain on DIR's resources and
workforce. DIR has accelerated hiring throughout the Department, and in Cal/OSHA
specifically, to fill the high number of existing vacancies. Newly appointed leadership
has overhauled hiring protocols in coordination with California Department of Human
Resources, built a pipeline of potential hires, and placed qualified inspectors and staff in
all roles across the Department. These reforms aggressively target DIR's goals of filling
existing vacancies by summer 2021.

SIGNIFICANT ADJUSTMENTS:

* The Budget includes language to allow DIR to increase resources mid-year by up o
$14.4 million and 70 positions for Cal/OSHA to hire additional workplace safety
inspectors when the Department meets its hiring goals.

* The Budget includes $8.6 million and 43 positions to implement and enforce recently
enacted legislation that makes it easier for first responders, health care workers, and
people who contract COVID-19 due to an outbreak at a workplace to access
necessary workers' compensation benefits. Additional resources allow DIR to
investigate workplaces that violate COVID-19 specific guidelines and regulate
businesses for adequate personal protective equipment stockpiles for future crises.

WORKFORCE DEVELOPMENT BOARD

Getting Californians back to work is key to California’s economic recovery. As noted
above, some sectors have been hit harder by the COVID-19 Pandemic and may not
recover. These workers will require retraining and learning new marketable skills. The
California Workforce Development Board (Board) is in a position to offer support to this
group. The Board invests in partnerships to generate greater economic and racial
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equity, economic competitiveness, and opportunities to maximize the confributions of
diverse communities. The Board’s efforts also prioritize combating climate change.
Through the High Road Training Partnership (HRTP) workforce development strategy, the
Board builds regional partnerships among workers, employers, community-based
organizations, and training institutions to meet industry needs and develop pathways to
good quality jobs. The Budget proposes $25 million one-time General Fund as part of an
early action package to expand the HRTP model in several specified industry sectors.

The Budget also includes $407 million federal trust fund in 2020-21, to continue
Workforce Innovation Opportunity Act (WIOA) fraining and apprenticeship services
programs for adult, youth, and dislocated workers. This includes a 15-percent state
discretionary allocation, for statewide workforce activities that support innovation and
targeted programs for veterans, English Language Learners and people with disabilities.
These workforce activities also include the Regional Workforce Accelerator program to
develop equitable strategies to improve employment outcomes for disadvantaged
workers, with a focus on immigrant communities, homeless individuals, and workers
displaced by the COVID-19 Pandemic. The WIOA discretionary funding also supports
CalAssist, an innovative effort to utilize technology to better connect the unemployed
across programs—e.g., Ul and Department of Social Services program beneficiaries—to
the benefits, employment, and support programs in their area through automatic
matching.

The state will also be partnering on a jobs platform that seeks to democratize job
searches by connecting job seekers, who can learn specific skills, with companies
looking to hire workers with these skills while closing opportunity gaps.

FUTURE OF WORK COMMISSION

In additfion, the Governor’s Future of Work Commission was established to study and
provide recommendations to California leaders to support inclusive, long-term
economic growth and prosperity for all Californians, starting with workers and their
families. The Commission is made up of a broad cross-section of leaders representing
employers, unions, workers in low-wage industries, education, technology, venture
capital and government. After a series of convenings, the Commission plans to issue a
report in January 2021 that discusses the impacts of technology on workers, employers,
jobs and society; methods of promoting better job quality, wages, and working
conditions; worker safety net protections; and workforce training for jobs of the future.
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DEPARTMENT OF BETTER JOBS AND HIGHER WAGES

In light of the projected changes to the workforce brought about by the COVID-19
Pandemic, California must reevaluate how it administers its training and apprenticeship
programs, allowing its Labor Agency departments to work more efficiently to reduce
the impact to employers while increasing benefits to the workers it supports. Historically,
the state has created workforce programs in various entities in response to specific
needs and available funding. This has resulted in a fragmented workforce system and
programs disbursed in various state entities. However, as rapid advancements in
technology, automation, and arfificial intelligence reshape the economy and the
nature of work, more needs to be done to promote high-quality jolbs and economic
security for workers, families, and communities. Aligning fragmented workforce
programs is a necessary component of these efforts.

The Budget proposes a new Department of Better Jobs and Higher Wages and
statutory changes to consolidate the workforce functions currently spread across the
Labor and Workforce Development Agency. The Department will be comprised of the
California Workforce Development Board, the Employment Training Panel, and
Workforce Services Branch and Labor Market Information Division, which are currently in
the Employment Development Department, and the Division of Apprenticeship
Standards currently in the Department of Industrial Relations.
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ob creation is foundational to the state’s recovery from the significant impacts of

the COVID-19 Pandemic. The Department of Transportation (Caltrans) currently
estimates that approximately 11,000 jobs are created for every billion dollars spent on
highway infrastructure. The California Transportation Commission allocated $22 billion
for more than 1,200 projects in 2020, which will create thousands of jobs and spur
economic recovery. The projects funded will support a safe, sustainable state
transportation system that reduces congestion, improves the environment, and
facilitates job creation and economic development. Nearly 40 percent of the funds
approved by the Commission during the past year come from the Road Repair and
Accountability Act of 2017, enacted by Chapter 5, Statutes of 2017 (SB 1), and the
Commission estimates that its project allocations over the past three years from all state
and federal sources have generated 350,000 jobs.

The Budget continues to support job creation by including fotal funding of $20.6 billion
for all departments and programs administered within the California State
Transportation Agency. The maijority of this funding supports a range of projects to
repair and improve the state’s tfransportation infrastructure. In addition, over $3 billion in
fuel excise tax revenues goes to cities and counties for local streets and roads. While this
project funding benefits the state’s travelling public, it is also a major driver of
employment and economic stimulus.
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DEPARTMENT OF TRANSPORTATION INVESTMENTS AND JOB
CREATION

The repair, maintenance, and efficient operation of the state’s tfransportation system
are vital to California’s economic growth and recovery. Following several decades of
state and local tfransportation funding falling dramatically below the levels needed to
maintain the system, the Legislature passed SB 1, which provided stable, ongoing,
long-term funding for both state and local tfransportation infrastructure priorities. In the
years since, Caltrans has moved forward with a number of projects that continue to
create jobs.

The COVID-19 Pandemic has led to dramatic reductions in travel across the country
and the state. As a result, the fuel excise tax revenues used to fund fransportation
projects, while still growing moderately, are expected to be lower than pre-pandemic
forecasts by a total of $1.5 billion through 2024-25. As the Administration continues to
prioritize economic recovery and investments in California’s transportation
infrastructure, Caltrans has used its share of the additional SB 1 revenues to accelerate
projects and support creation of new jobs in the transportation sector. The Budget
maintains sufficient planning and engineering staffing levels to continue developing
and designing previously programmed projects. Caltrans plans to award all of the
projects it currently has programmed for construction in the coming year, and this
project development work will prepare for additional federal stimulus funding as

it becomes available. The recently enacted federal COVID-19 relief bill provides

$10 billion for highway projects, of which California is likely to receive approximately
$200 million. When combined with the more than $500 million California received in the
redistribution of federal funding that went unused in other states, California is on track to
move forward with all planned projects.

Caltrans continues to make progress on the commitments made in SB 1, which invests
an additional $5.4 billion annually over the next decade to fix California’s transportation
system. In the three years since the passage of SB 1, Caltrans has improved the
condition of 6,400 lane miles of highway pavement in California, exceeding projections.
In the same time period, Caltrans has repaired 635 bridges, which reflects an increase
of almost 300 bridges over what would have been possible without the funding
provided by SB 1. For the four-year period from 2020-21 through 2023-24, $17.4 billion is
programmed for new and ongoing state highway repair and rehabilitation projects in
the State Highway Operations and Protection Program (SHOPP). SB 1 has increased
available SHOPP funding capacity by nearly $2 billion annually since 2018-19.
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Over this same four-year period, $2.4 billion will be available for the State Transportation
Improvement Program, which provides funding for future multi-modal transportation
improvements throughout California. This program supports the implementation of
regional Sustainable Community Strategies (75 percent), as well as interregional travel
(25 percent). An addifional $1 billion to address traffic congestion, $200 million to
provide projects that support walking and biking, and $800 million for partnerships with
local transportation agencies are also included during this period. Transportation
projects will continue to be a strong source of job creation in the state.

HIGH-SPEED RAIL AND JOB CREATION

The state’s High-Speed Rail project is another important job creator. The High-Speed
Rail Authority continues to construct the Central Valley segment to provide electrified
High-Speed Rail from Merced to Bakersfield with Proposition 1A bonds, federal funds,
and 25 percent of the continuously appropriated Cap and Trade auction proceeds.
The Authority recently announced it has passed the milestone of more than

5,000 construction jobs added to the Central Valley project, and the state has
committed $1.1 billion to locally-sponsored projects in northern and southern California
that will improve local rail service and benefit High-Speed Rail when the system is
connected to those areas.

ADDRESSING CLIMATE CHANGE

As the state contfinues to invest in the road maintenance and repairs identified above,
it is doing so in ways that are resilient in the face of climate change. The California State
Transportation Agency continues to address the impacts of the fransportation sector on
climate change and greenhouse gas emissions, pursuant to the goals and requirements
in Executive Orders N-19-19 and N-79-20. The State Transportation Agency is directed to
leverage over $5 billion in annual state transportation spending for construction,
operations, and maintenance o help reverse the trend of increased fuel consumption
and reduce greenhouse gas emissions associated with the transportation sector.

The Agency will work collaboratively with other state departments and agencies to
identify near term actions and investment strategies and to improve clean
transportation and sustainable freight and transit options. Currently, the Agency is
working with Caltrans, the California Transportation Commission, the Department of
Finance, and other state agencies to develop the Climate Action Plan for
Transportation Infrastructure (CAPTI) by July 15, 2021. The CAPTI will identify near-term
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actions and investment strategies to leverage existing state transportation funds to help
reverse the tfrend of increased fuel consumption and reduce greenhouse gas emissions
from the transportation sector, while continuing the SB 1 commitment to a "fix-it-first"
approach to our transportation system. Specifically, the CAPTI will (1) build towards an
integrated, statewide rail and transit network, (2) support bicycle, pedestrian, and
micro-mobility options, (3) support the deployment of light, medium, and heavy-duty
zero-emission vehicle infrastructure, and (4) support innovative solutions to congestion
designed to encourage people to shift from cars to other modes of tfransportation. The
CAPTI will identify the actions necessary to change the state’s fransportation project
planning and programming to reach California’s climate change goals.

Investment in public tfransportation and intercity rail will continue to be a key
component of the state’s resilience in the face of climate change. Public transit and
intercity rail services provide essential transportation to Californians, however ridership
has been deeply impacted during the COVID-19 Pandemic. This has resulted in
significant financial hardship for these entities. In April, the California State
Transportation Agency awarded $500 million in Transit and Intercity Rail Capital Program
grants to support transit agencies’ long-term, tfransformative capital projects to be
completed in the years fo come and aid in economic recovery. The federal CARES Act
provided nearly $3.7 billion in funding directly to local transit agencies, with another
$95 million available through Caltrans for rural tfransit and intercity bus services.
However, many agencies furloughed workers and curtailed service due to significant
reductions in revenues and higher expenses related to serving essential workers and
other tfravelers during the COVID-19 Pandemic.

While transit agency budgets have been strained, the Budget continues to address the
limited mobility options throughout the state by including nearly $1.3 billion to support
transit and rail—including $667 million in State Transit Assistance, $487 million for the
Transit and Intercity Rail Capital Program, and $107 million for the Low Carbon Transit
Operations Program. To assist transit agencies and support economic recovery, the
Administration continues to quickly allocate CARES Act funding, expedite rural
distributions, and work with the federal government to obtain ongoing federal support.
The recent federal COVID-19 relief bill is expected to provide more than $2 billion in
additional funding directly to local tfransit agencies. In addition, the Administration is
recommending regulatory and reporting relief related to the Transportation
Development Act on a permanent basis, allowing agencies to plan with more certainty
and flexibility for the expenditure of state transit resources. These efforts will allow fransit
agencies to prevent additional furloughs and service reductions, while providing
resource certainty that will make planning for recovery and rehiring of workers more
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certain. The Administration is also supporting future cost savings and ridership increases
for tfransit and rail systems through its support of contactless payments across California
through the California Integrated Mobility Program at Caltrans.

TRANSFORMATIONS AT THE DEPARTMENT OF MOTOR VEHICLES
(DMV)

Prior to the COVID-19 Pandemic, the DMV began implementing more streamlined
processes to make the customer experience more efficient in anticipation of the
federal REAL ID deadline of October 2020, including launching a redesigned,
responsive website and adding credit card kiosks in some field offices. However, the
COVID-192 Pandemic forced all DMV field offices to temporarily close from

late March through early May for health and safety concerns. The DMV

has continuously adjusted its operations to address changing health and safety
challenges caused by the pandemic. This has included expediting online
modernization processes, adjusting driver’s license renewal requirements to reduce
office crowds, periodically suspending driving tests, providing personal protective
equipment for staff, initiating teleworking and new communications alternatives, and
providing media noftifications about pandemic-related changes to DMV processes and
protocols.

While DMV offices are now open to serve the public, the DMV continues to encourage
customers to use its online services, expanded virtual services, and other service
channels to complete transactions, including eligible driver’s license and vehicle
registration renewals. In recent months, the DMV has had to upgrade its technology o
transform many of its systems and processes, including simplifying authentication and
account creation for online services, operationalizing a virtual field office, enabling new
and expanded online services for web and mobile devices, and expanding credit card
and mobile wallet payment options to all DMV offices.

The federal deadline for obtaining a REAL ID compliant driver’s license or identification
card, or other federally accepted document, to board domestic flights or enter secure
federal facilities has been extended to October 2021. The Budget includes
approximately $186 million, including $152 million one-time for up to more than

1,300 temporary positions to address REAL ID demands prior fo the enforcement date,
and $34 million ongoing for 258 positions to continue a number of operational
improvements. The DMV will be able to address the REAL ID demand with fewer
positions than in recent years, due largely to operational improvements such as
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updated digital platforms and improved online services, which have created a more
customer-friendly experience while reducing transaction time.
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GENERAL GOVERNMENT AND STATEWIDE
ISSUES

his chapter describes items in the Budget that are statewide issues or related to
T various departments.

BROADBAND

Universal access to high-speed Internet is critical to the state’s economy, education,
and basic health and well-being. The COVID-19 Pandemic has underscored the need
for all Californians to have a robust connection that supports distance learning,
telework, telehealth, and everyday needs. Long-standing inequities in Internet
availability, affordability, and quality have persisted for too long.

California’s connectivity needs and challenges are immense. More Californians are
disconnected than any other state; more than 673,000 households do not have
high-speed broadband connection. A full 33 percent of rural households in the state
have no high-speed broadband. Tribal lands are also disproportionally impacted, with
24 percent of homes without access.

Even for those with an available connection, broadband service can still be out of
reach because it is unaffordable. Hidden fees and expensive devices can make
access unaftainable. An estimated 31 percent of Californians with Internet access have
not adopted broadband at benchmark speeds. While 1.6 million Californians subscribe
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to the state’s low-income subsidy program—the California LifeLine Program—this
program does not provide sufficient service to support teleworking or distance learning.
The state’s largest Internet Service Providers (ISPs) offer reduced-cost programs for
low-income individuals, but subscribership is limited, to only about 500,000 users. These
programs do not meet the needs of the estimated 4.7 million Californians who live in
poverty.

California will meet these challenges with a coordinated state effort based on key
actions over the next five years to provide every Californian a reliable and affordable
connection. To be effective, there must be collaboration between state, federal, and
local governments, regional agencies, Native American tribes, the private sector, and
members of the public.

In late 2019, the Governor launched the Broadband for All initiative, and issued
Executive Order N-73-20 in August to mobilize state agencies and resources to bridge
the Digital Divide and start the California Broadband Action Plan development process.
The Plan provides a blueprint to guide coordinated actions to put California on a path
toward complete broadband availability, reliability, and affordability. The Plan,
adopted in December, lays out three main goals: that all Californians have access to
high-performance broadband at home, that all Californians can afford broadband
and the devices necessary to access the Internet, and that all Californians can access
training and support to enable digital inclusion.

These actions carry out the recommendations of the Final Report of the Co-Chairs of
the Governor's Task Force on Business and Jobs Recovery to contfinue efforts to close
the Digital Divide and promote telemedicine.

It is essential that California take future steps to support the expansion of broadband
infrastructure, improve and restructure the state’s existing Universal Service programs to
support broadband subsidies, and address inequities in how these programs are
funded. California must make broadband service affordable by eliminating hidden fees
on customers’ bills and safeguarding consumer protection.

Finally, local governments and regional agencies must be supported in identifying
gaps in broadband availability and improving broadband infrastructure within their
jurisdictions.

These changes will allow all Californians to participate in the state’s economic recovery
and growth.
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EMPLOYEE COMPENSATION AND COLLECTIVE BARGAINING

As aresult of the COVID-19 Recession, and absent the receipt of additional federal
funds, reductions in state employee compensation costs were necessary to balance
the 2020 Budget Act. At the 2020 May Revision, declining revenues and fiscal
uncertainty required difficult budget reductions, including the state asking employees
through collective bargaining to make needed adjustments. All 21 bargaining units
immediately came to the table and successfully reached agreements to achieve the
necessary savings through the Personal Leave Program (PLP) 2020. As part of the PLP
2020 agreements, 19 of the 21 bargaining units agreed to continue the state employee
compensation reductions through the 2021-22 fiscal year.

Although fiscal risk remains high, the revenue picture has improved. Given the updated
revenue projections and the scope of the Budget, employee compensation reductions
may not be necessary during the 2021-22 fiscal year. Accordingly, the California
Department of Human Resources (CalHR) anticipates inviting bargaining units through
collective bargaining to modify the side letter agreements that extended the PLP 2020
through the 2021-22 fiscal year immediately following the May Revision.

The Budget includes $42.1 million ongoing ($29.5 million ongoing General Fund) for
increases related to minimum wage changes in Chapter 4, Statutes of 2016 (SB 3),

2022 calendar year increases in health care and dental premiums and enroliment for
active state employees, and savings related to health affordability payments for several
bargaining units.

Collective bargaining negotiations will continue with three bargaining units representing
aftorneys and administrative law judges, scientists, and health and social services
employees, whose contracts expired in July 2020. Bargaining will commence in Spring
2021 with two bargaining units representing firefighters, and craft and maintenance
employees, whose contracts expire in Summer 2021.

CHILDCARE BARGAINING

In July, Child Care Providers United (CCPU) was certified by the Public Employment
Relations Board as the certified provider organization for the state’s family childcare
providers to act as the representative to meet and negotiate with the state. Although
family childcare providers are not state or public employees, CalHR is the Governor’s
designee to meet and confer regarding matters within the scope of representation. As
such, the state is committed to collective bargaining with CCPU, which commenced in
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December 2020. See the Health and Human Services Chapter for more information on
childcare.

PAYING DOWN UNFUNDED PENSION LIABILITIES

The long-term stability of the state’s retirement benefits depends on reducing the state’s
$167.2 bilion unfunded pension liability. Recent state actions to address those liabilities
include the reform of public pension law under the Public Employees’ Pension Reform
Act of 2013 (PEPRA) and the implementation of a funding strategy to pay down the
California State Teachers’ Retirement Systems (CalSTRS) unfunded liability. These efforts,
in fandem with nearly $10.2 billion in additional pension payments during 2017-18
through 2020-21, and on top of required annual payments to both the California Public
Employees’ Retirement Systems (CalPERS) and CalSTRS, have placed the state in a
better fiscal position to provide retirement security for government workers while
allowing short-term flexibility to respond to the fiscal pressures of the COVID-19
Pandemic and Recession.

STATE EMPLOYEES' RETIREMENT CONTRIBUTIONS

The Budget includes $5.5 billion one-time ($3 billion General Fund) for the statutorily
required annual state contribution to CalPERS for state pension costs. This is a

$115 million overall net decrease as compared to 2020-21, resulting from reduced
employer contribution rates due to the application of a $2.5 billion pension payment to
the state’s unfunded liabilities over 2019-20 to 2021-22, as authorized by Chapter 16,
Statutes of 2020 (AB 84), and the payroll impact of the 2020 PLP. Included in these
contributions are $682 million one-time General Fund for California State University
retirement costs.

Additionally, the Budget includes $1.5 billion in one-time Proposition 2 debt repayment
funding in 2021-22 to further reduce the state’s CalPERS unfunded liability. This will result
in up to $3.5 billion in additional estimated savings to the state over the next three
decades. Based on current revenue projections, an additional $4.1 billion in Proposition
2 funding would be paid to CalPERS over the remaining forecast period (2022-23 to
2024-25), depending on the availability of Proposition 2 debt funding.
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TEACHERS' RETIREMENT CONTRIBUTIONS

The Budget includes $3.9 billion one-time General Fund for the statutorily required
annual state contribution to CalSTRS. This is a roughly $430 million increase as compared
to 2020-21 due to payroll growth and the anticipated decision by the Teachers’
Retirement Board to increase the state conftribution rate, as permitted by statute. This
contribution amount includes a $173 million payment for the CalSTRS Defined Benefit
Program to allow the funding plan to stay on track to be fully funded by 2046.

In addition to the state’s required confributions, the Budget includes a $410 million
one-time Proposition 2 supplemental pension payment to be paid to CalSTRS in 2021-22
toward the state’s share of the CalSTRS Defined Benefit Program unfunded liability. This
payment is estimated to result in $982 million net savings to the state through 2045-46.
An additional $602 million in Proposition 2 funding is estimated to be paid to CalSTRS
over the remaining forecast period based on the availability of those funds.

STATE HEALTH CARE BENEFITS

The state is projected to spend $6.8 billion ongoing on health care benefits in 2021-22
for more than 850,000 state employees, retirees, and their family members. This includes
$2.8 billion for retiree health care benefits for 2021-22, which has grown by 74 percent
compared to what the state paid in 2012-13 ($1.6 billion).

Through the collective bargaining process, the state's 21 employee bargaining units
agreed to prefund retiree health benefits. Additionally, as determined annually by
CalHR, related excluded and exempt employees also prefund retiree health benefits.
As a result, more than $3.2 billion is currently set aside in the prefunding frust fund to pay
for future retiree health benefits, which has an estimated $91.9 billion unfunded liability
to be paid down by 2046. By the end of 2020-21, the trust fund balance will approach
$4.1 billion in assets.

The Budget includes $310 million one-time Proposition 2 funding for the employer’s share
of General Fund prefunding contributions and an additional $616 million one-time
Proposition 2 funding to help reach full funding for retiree health benefits by 2046.
Because employee prefunding contributions are suspended in 2020-21 due to the PLP
2020, $616 million one-time will be provided by the state employer on behalf of
employees, based on the actuarial liability for each bargaining unit.
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The State Retirement and Health Care Contributions Figure provides a historical
overview of contributions to CalPERS, CalSTRS, the Judges' Retirement System (JRS), the
Judges’ Retirement System Il (JRS Il), and the Legislators’ Retirement System (LRS) for
pension and health care benefits.

2012-13
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19
2019-20
2020-21

2021-22%

212

State Retirement and Health Care Contributions /%%
(Dollars in Millions)

Active | Retiree | CSU | Employer

csu Health & [ Health & | Retiree [ OPEB
CalPERS | CalPERS | CalSTRS | JRS | JRS Il |LRS® | Dental® | Dental | Health |Prefunding”
$2,948 $449 $1,303 [$160 | $51 $2,567 | $1,365 | $222

3,269 474 1,360 | 188 52| $1 2,697 | 1,383 225 $22
4,042 543 1486 | 179 63 1 2,797 | 1,462 256 38
4,338 585 1,935 | 190 67 1 2,968 | 1,556 263 63

4,754 621 2,473 | 202 68 1 3104 | 1,623 272 342 8
5,188 661 2,790 | 199 80 1 3192 | 1,695 285 189
5,506 683 3,082 | 194 84 1 3,255 | 1,759 313 394
5,946 716 3323 | 242 91 1 3,371 1,844 326 562
4,925 680 3,428 4| 225 86 1 3665 | 2,023 357 600

4,808 682 3,858 | 193 86 1] 4045 | 2,350 413 1,292 1/

1 The chart does not include contributions for University of California pension or retiree health care costs.

2/ The chart does not reflect the following pension payments: $6 billion supplemental payment to CalPERS in 2017-18 authorized by
Chapter 50, Statutes of 2017 (SB 84), additional payments to CalPERS and CalSTRS authorized in Chapter 33, Statutes of 2019 (SB
90), and Chapter 859, Statutes of 2019 (AB 118), and Proposition 2 payments to CalPERS and CalSTRS proposed in the 2021
Governor's Budget.

3/'|n addition to the Executive Branch, this chart includes Judicial and Legislative Branch employees. Contributions for judges and
elected officials are included in JRS, JRS II, and LRS. Amounts displayed in the CalPERS column include statewide contributions to
the five CalPERS state plans, including contributions from employers that are not included in the annual Budget Act.

4 As part of the 2020 Budget Act, the Teachers' Retirement Board's statutory authority to adjust the state contribution rate for fiscal
year 2020-21 was suspended. The amount shown excludes the additional $297 million in supplemental pension payment from
Proposition 2 debt payment funding authorized in the Budget.

5/ The state continues to make employer contributions to the Legislators' Retirement System. CalPERS reported the estimated 2020-21
contribution amount is $84,308.

68/ These amounts include health, dental, and vision contributions for employees within state civil service, the Judicial and Legislative
Branches, and the California State University (CSU).

7 Amount reflects the employer contribution to pay down the Other Post-Employment Benefits (OPEB) unfunded liability.

8 Amount includes a one-time prefunding contribution of $240 million pursuant to Chapter 2, Statutes of 2016 (AB 133).

9/ Estimated as of the 2021 Governor's Budget. Of the total estimated 2021-22 contributions, contributions sourced from the General
Fund are estimated to be $2,304 million for CalPERS, $682 million for CSU CalPERS, $1,899.6 million for Active Health and Dental,
and $926 million for OPEB Prefunding. Fiscal year 2021-22 contributions to CalSTRS, JRS, JRS I, LRS, and Retiree Health &
Dental (including CSU) are all General Fund costs.

10 Amount includes $616 million to help ensure full funding by 2046, which is provided by the employer on behalf of the employees,
based on the actuarial liability for each bargaining unit, since employee prefunding contributions were suspended in 2020-21 due to
the Personal Leave Program 2020.
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CANNABIS

Enacted in 2015, the Medical Marijuana Regulation and Safety Act created a
regulatory framework for medical cannabis in California and distributed the
responsibility for state licensing between three state entities—the Bureau of Cannabis
Control within the Department of Consumer Affairs, the Department of Food and
Agriculture, and the Department of Public Health. In November 2016, voters approved
Proposition 64, the Adult-Use of Marijuana Act, which legalized the recreational sale
and use of cannabis to people over the age of 21 and levied new excise taxes on the
cultivation and retail sale of state-regulated cannabis. Chapter 27, Statutes of 2017
(SB 94), infegrated medicinal and adult-use regulations to create the Medicinal and
Adult-Use Cannabis Regulation and Safety Act, merging the medical and adult-use
cannabis regulatory frameworks into a single system to govern the commercial
cannabis industry in California.

DEPARTMENT OF CANNABIS CONTROL

In an effort to improve access to licensing and simplify and centralize regulatory
oversight of commercial cannabis activity, the 2020 Governor's Budget included an
announcement of the Administration’s intention to consolidate licensing and
associated regulatory functions into a new Department of Cannabis Control by

July 1, 2020, and noted a more detailed plan and proposal would be submitted to the
Legislature that spring. However, those plans were interrupted by the COVID-19
Pandemic, which required the Administration to re-evaluate its ability fo implement the
consolidation as scheduled. Subsequently, the Administration placed the consolidation
and establishment of the new department on hold until the 2021 Governor’'s Budget.

The Budget includes $153.8 million Cannabis Control Fund to reflect the consolidation of
the functions and positions of the Bureau of Cannabis Control, the Department of Food
and Agriculture, and the Department of Public Health into a new stand-alone
Department of Cannabis Control within the Business, Consumer Services, and Housing
Agency on July 1, 2021.

This proposal seeks to further the goals of legalization and regulation by creating a
single point of contact for cannabis licensees, local governments, and other
stakeholders. With a focus on making licensing and compliance more straightforward,
transparent, and efficient, this proposal aims to simplify participation in the legal market
and support the successful and safe op