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ince the onset of the COVID-19 Pandemic in March 2020, the state has led a
science-based response to slow community transmission and save lives by
maintaining transmission reduction measures, such as vaccinations and booster shots,
testing, contact tracing, and requiring masks in indoor locations. As 2022 begins, the
state is experiencing another surge in coronavirus cases—fueled by the Omicron
variant, the fastest spreading strain of the coronavirus seen to date—which is again
straining health care workers and hospital capacity.
Since the 2021 Budget Act, there have been significant developments in the response
to the COVID-19 Pandemic, including the approval of vaccines for children, booster
shots, and increased availability of testing options and locations. However, given the
current surge in cases, current-year costs are projected to exceed amounts authorized
in the 2021 Budget. To maintain and expand these mitigation efforts, the Administration
is seeking early action by the Legislature to allocate $1.4 billion to continue critical
efforts to slow community transmission and save lives. These funds will increase
vaccination rates, expand testing, and support hospital surge staffing.
Chapter 13, Statutes of 2021 (SB 95) required employers to provide COVID-19
Supplemental Paid Sick Leave to covered employees through September 30, 2021. The
recent surge of COVID-19 cases and increased community transmission is negatively
impacting workplaces and employees. Given the current state of the pandemic, and
new developments and science learned since the passage of SB 95, new legislation is
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needed to modify the previous COVID-19 Supplemental Paid Sick Leave policy in an
appropriate manner to ensure the safety of the state's workforce.

ACCELERATED VACCINE DISTRIBUTION
As of late December 2021, California had delivered 63.9 million vaccine doses and
9.3 million booster doses—including over 14.3 million doses in the state’s hardest-hit
communities. However, work continues as millions of Californians have yet to be
vaccinated. The data and science clearly demonstrate vaccines are highly effective at
preventing serious illness and death from COVID-19. It is imperative that the state
continue its efforts to increase the rate of vaccination, especially in the hardest-hit
communities.
The state continues a multilingual, multicultural public education and community
outreach campaign, which includes direct appointment assistance with trusted
messengers from more than 480 community-based organizations and ethnic media. In
addition, the state is offering in-home vaccinations and testing; free transportation to
vaccination appointments; and mobile sites in partnership with places of worship,
employers, and other community locations.
The state is also conducting “Get Out the Vaccine” door-knocking and canvassing to
assist in arranging vaccinations, implementing the Medi-Cal COVID-19 Vaccination
Incentive Program to improve vaccine access, and providing support and coordination
with businesses, school districts, and local health departments. By November 2021, the
Vaccinate ALL 58 campaign had directly assisted more than 3.4 million individuals by
answering questions and promoting vaccination, and provided more than 1 million
individuals with appointment assistance through community-based organizations and
trusted messengers in communities facing the greatest barriers to vaccination.
An additional $399 million in 2021-22 and $182 million in 2022-23 is proposed for vaccine
distribution and administration.

EXPANDING COMMUNITY TESTING AVAILABILITY
California identified its first Omicron case on December 1, 2021. Since then, the state
expanded hours and capacity at existing testing sites and distributed 4 million antigen
tests to local health departments, community clinics, and other entities. The state has
also expanded its support for school-based antigen testing by securing and distributing
more than 10 million antigen tests to county offices of education and schools. Further,
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in partnership with health plans, hospitals, and community based organizations, the
state will leverage its purchasing power and distribution capacity to supplement testing
efforts to support critical workplaces, first responders, and others.
The COVID-19 Testing Task Force continues to support public health by improving
accessibility, equity, timeliness, and sustainability of testing. The Department of Public
Health (DPH) continues to operate the Valencia Branch Laboratory, which processes
roughly 40,000 tests on peak days, supporting testing for schools, state employees, local
and state government entities, businesses and more. The Budget proposes an
additional $214 million in 2021-22 to maintain and expand testing operations. The
Budget also proposes $362 million for continued testing efforts in 2022-23.

SUPPORTING HOSPITALS AND EXPANDING MEDICAL SURGE
STAFFING
Given the demand for medical surge staff and vaccine administrators, the Budget
proposes an augmentation of $478 million for surge staffing in the current year, in
addition to the $61 million appropriated in the 2021 Budget Act, and $124 million in the
budget year. In the face of the rapidly spreading Omicron variant and increasing
hospitalizations, these additional resources will support the demand for the hospital
system and health care professionals. DPH and the Emergency Medical Services
Authority will continue to work with counties to review staffing needs and provide the
necessary resources.

ADDITIONAL RESPONSE EFFORTS
Significant response efforts to slow the spread of the virus and save lives continue in the
state's institutional settings—prisons and state hospitals. The Budget also continues
support for expanded contact tracing and efforts to protect public health at the
California-Mexico border. The Budget reflects increased expenditures of $339 million in
2021-22 and $582 million 2022-23 for these and other activities.

EXPANDING PUBLIC HEALTH CAPACITY
To permanently expand the state's ability to protect public health and address social
determinants of health, the Budget includes $300 million General Fund for DPH and
local health jurisdictions. The Budget also includes major ongoing investments to
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modernize public health data systems that have been critical during the COVID-19
Pandemic. In addition, the state continues to invest in information technology systems
to track and gather data on COVID-19 and vaccines. Additional details regarding
these investments are provided in the Health and Human Services Chapter.

FUNDING EMERGENCY RESPONSE DIRECT EXPENDITURES
To minimize the net General Fund impact of direct COVID-19 Pandemic emergency
response costs, the Administration continues to maximize the use of various federal
funds, including the Coronavirus Relief Fund, the State Fiscal Recovery Fund, and the
Federal Emergency Management Agency (FEMA) Public Assistance Program. FEMA has
extended the 100‑percent FEMA reimbursement of COVID-19 emergency response
costs through April 1, 2022. The process to compile, submit, and receive funding from
FEMA is lengthy for most disasters. Given the national scale and scope of the response
effort, this process is expected to be even more protracted and FEMA approval is
uncertain in some areas.
The 2021 Budget Act provided $1.7 billion to various departments to continue COVID-19
response activities. However, the extent and duration of direct response activities have
exceeded earlier assumptions. Specifically, direct response cost estimates for 2021-22
have grown to $3.2 billion, or $1.4 billion above the level authorized in the 2021 Budget
Act, with 2022-23 costs now estimated at approximately $1.3 billion. (These amounts are
inclusive of the vaccine, testing, and other costs described in this chapter.) The
following chart summarizes the activities requiring additional funding in 2021-22 and
proposed funding levels for 2022-23.
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The total direct COVID-19 emergency response costs incurred in the 2019-20 and
2020-21 fiscal years are approximately $9.5 billion as summarized in the following chart.
From 2019-20 through 2022-23, direct emergency response costs are estimated to be
$13.9 billion. The Administration will reassess direct response cost estimates as a part of
the May Revision.
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FEDERAL RELIEF
To address the direct and indirect effects of COVID-19, the federal government
enacted six stimulus bills (not including the Infrastructure Investment and Jobs Act).
Together, these funds are helping to pay for emergency response, testing and contact
tracing, health care, and vaccinations. In some cases, these funds continue to directly
support the unemployed and K-12 schools. Families and individuals have also benefited
from expansions of the federal Child Tax Credit, Earned Income Tax Credit, and partial
tax exemptions on unemployment benefits, as well as expanded financial assistance for
health coverage. Combined with direct payments and other assistance 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 are benefiting from over $657 billion provided through these
bills as summarized in the chart below.
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The 2021 Budget Act established a new unit within the Department of Finance
(Finance) to track the award and expenditure of federal stimulus funds. Finance will
oversee the use of the Coronavirus State Fiscal Recovery Funds (summarized below)
and establish a framework for data collection, reporting, and analysis of these funds
based on predefined outcome measures. Additionally, Finance will identify
opportunities to standardize and streamline accounting and reporting policies and
processes to improve the recovery of federal disaster relief funds from FEMA.

CORONAVIRUS STATE FISCAL RECOVERY FUNDS
California received $27 billion in State Fiscal Recovery Funds (SFRF) from the American
Rescue Plan Act of 2021 to respond to the COVID-19 public health emergency and its
negative economic impacts, replace lost revenue, and to make investments in water,
sewer, and broadband infrastructure.
States that lost revenue due to the pandemic, as calculated pursuant to interim
U.S. Treasury regulations, are permitted to use an amount of SFRF equivalent to their lost
revenue to fund government services. At the 2021 Budget Act, Finance estimated the
state’s revenue loss to be $9.2 billion. As of the Budget, Finance re-evaluated the
methodology to calculate California’s revenue loss and now estimates the revenue loss
to be $11.2 billion, or about $2 billion more than the 2021 Budget Act estimate.
To maximize funding flexibility and streamline federal reporting activities, the
Administration proposes shifting $1.8 billion of programs funded by the SFRF to either the
General Fund or other state funds. This proposal results in no net General Fund costs,
since this shift would be offset with a like amount of savings resulting from the additional
$2 billion in revenue replacement funding. The proposal also will not change total
funding levels for any of the impacted programs. The chart below summarizes the SFRF
funding plan and the proposed shifts in fund source.
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