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GOVERNOR
Gavin Newsom

January 8, 2021
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, inequadlities 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 fo 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 1/
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7Budget 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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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 a
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
Nationwide

Cost Areas

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 -
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) PRl 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

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.
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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-time 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 fransparency, 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.

GOVERNOR'S BUDGET SUMMARY — 2021-22 13
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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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SUMMARY CHARTS

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)
K-12 Education 10.9%
($59,657) Other
36.3% ($14,975)

. Health
Corrections and ($39,447)
Rehabilitation 24 0%
($13,089) '

8.0% Human Services
(514,922)
9.1%
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SUMMARY CHARTS

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 4584 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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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) ($10 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 - 1,539
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)

i (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%
er

Transportation

($15,166)
6.7%
Higher Education
Oth ($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) Alcohollc Beverage

3.94% Taxes and Fees
($389)
Motor Vehicle Fees / COI’POTHUOH Tax 0.18%
($10,413) Insurance Tax_/ Cigarette Tax (1 6'6036)
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

Safe Reopening of K-12 Schools 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 gddltlonallfun.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 Inmediate 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 fo 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 $20 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-fime 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-time 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.

* 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 addition, 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 time 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
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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 to 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 tfracing, 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
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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.

e 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
