
 

State Budget Bulletin - May 14, 2012 

   

Governor's May Revision Threatens Low-Income Californians 

On May 14, 2012 Governor Jerry Brown released his May revision of the state budget, which 

estimates an almost $16 billion deficit.  The $91.4 billion budget proposes to address the deficit 

with $8.3 billion in cuts, $5.9 billion in new taxes ($5.6 billion of which requires voter passage of 

the Governor's revenue ballot initiative in November), and $2.5 billion of other budget solutions 

in addition to a $1 billion reserve. If the ballot initiative fails, there would be $6.1 billion in 

trigger cuts: $5.5 billion in cuts to K-12 education and community colleges and $250 million each 

to California State University and the University of California. 

 

A summary of the May Revision is available at 

http://www.ebudget.ca.gov/pdf/Revised/BudgetSummary/FullBudgetSummary.pdf.  

Health 
  
The Governor's May Revision reflects several major changes for low-income Medi-Cal 

beneficiaries and maintains proposals introduced in January. These include: 

  

 Requiring co-pays of Medi-Cal beneficiaries. As an unwelcome follow-up to February's 

news that the federal Centers for Medicare and Medicaid Services (CMS) rejected 

California's request to require co-pays of all Medi-Cal beneficiaries at completely 

unaffordable levels, the Administration has returned with a different proposal that still 

asks the state's most vulnerable to pay more for their health care. This proposal would 

require a $15 co-pay for non-emergency room visits, between $1 and $3 for prescriptions, 

and would reduce the state General Fund by $20.2 million in 2012-13. This proposal still 

shifts the burden of the state's deficit onto those who can least afford it and would force 

the frail and elderly to choose between paying rent, utilities, and filling their prescriptions. 

 

 Shifting the care of Dual Eligible Medi-Cal/Medicare beneficiaries to managed care. 
Western Center and other advocates have been extremely concerned about this proposal, 

as it transitions the health care delivery of 1.1 million low-income and elderly or disabled 

persons to a new delivery system and could disconnect medically-frail beneficiaries from 

their existing source of care and disrupt carefully-crafted treatment programs, among other 

reasons. The May Revision is slightly modified from January's proposal, in that it 

decreases the number of initial demonstration sites from 10 to 8, but that volume of 

beneficiaries is still too high. This proposal additionally requires beneficiaries to stay in 

their health plan for a lock-in of 6 months, which undermines the long-held practice that 

Medi-Cal beneficiaries should be allowed to change if their current plan does not meet 

their needs. The Duals transition would reduce the budget by $663.3 million in 2012-13, 

which is mainly garnered through a cash delay technique that could be achieved without 

the transition. 

 

 Changing hospital payments and payment methodologies. The May Revise proposes to 

cut $325 million from private, non-designated and designated public hospitals in 2012-13. 

 

http://www.ebudget.ca.gov/pdf/Revised/BudgetSummary/FullBudgetSummary.pdf


 Decreasing the caseload projection in Medi-Cal. The Administration projects that 

Medi-Cal caseloads will decrease in the next year to the order of a $700 million General 

Fund reduction in 2012-13. 

 

 Relying on First 5 funding. Though still vague, the May Revise proposes to use $40 

million from First 5, which provides an array of services through the state and counties to 

children ages 0 to 5. The Administration walked away from a legal challenge in March, in 

which a judge ordered that the state could not use county commissions' funds for the state 

budget. Such a proposal would need to be narrowly tailored to ensure that the funds are 

used to provide services for young children. 

  

The health budget also maintains significant aspects of the Governor's January proposal, 

including: 

  

 Shifting Healthy Families children into Medi-Cal. Western Center continues to support 

the concept of ensuring low-income children will be enrolled in a program that provides 

full-scope health services at reduced costs to families, provides strong due process 

protections, and provides a federally entitled benefit. Healthy Families co-pays and 

premiums have increased significantly over the past several years, and access to dental 

and vision services have been affected as well. This proposal also assumes the reduction 

of managed care rates in participating health plans to be commensurate with those in 

Medi-Cal. 

 

 Implementing Value-Based Purchasing and Operational Flexibilities into Medi-Cal 

fee-for-service. DHCS would be given significant authority to determine payment 

methodologies and approval of treatment in Medi-Cal for a reduction of $75 million. This 

proposal severely undermines existing medical necessity standards and takes away 

oversight from the Legislature. 

 

 Expanding Medi-Cal managed care to all 58 counties. The Governor's budget 

continues to assume that all 58 California counties will transition to Medi-Cal managed 

care plans instead of fee-for-service. These are by and large rural areas with scant provider 

networks to begin with; patients frequently travel outside their county of residence for 

treatment. A move to managed care could erode the networks poor rural patients have 

built, as well as undermine the fee-for-service structure. 

Housing  
 

The May Budget proposes to take all of the funds that remained in former redevelopment agency 

Low and Moderate Income Housing Funds (LMIHFs) and redirect them to schools, cities, 

counties, and local special districts. The aggregate amount that would be lost is now estimated at 

$1.1 billion. Western Center and other housing advocates have been fighting for months to clarify 

and confirm that the remaining LMIHF balances are to be used for housing (the statute dissolving 

redevelopment agencies is unclear on this point). WCLP co-sponsored legislation (SB 654) to that 

effect. The depth of the budget hole means an extreme uphill battle to retain the badly-needed 

housing safety net funds.  

 

The budget also proposes spending, over two years, the $410 million available for discretionary 

spending under the national foreclosure settlement to generally offset General Fund spending, 

including $198 million for debt service for the two recent housing bonds (Prop. 1C and Prop. 46), 

which is already obligated to be paid from the General Fund. Only last Friday Attorney General 



Kamala Harris proposed a different plan that includes over $200 million in funding for legal 

services programs and counseling to assist distressed borrowers. 

Public Benefits  
 

The Governor's May Revision includes substantially the same proposals for CalWORKs and child 

care as the January budget proposal. The proposals represent a permanent retrenchment from 

historical levels of spending on CalWORKs and child care even in the face of 11% 

unemployment. The May Revise budget: 

  

 Continues to cut time on aid for CalWORKs from 48 months to 24 months; 

 Continues to count months on aid retroactively (except for some adults who are disabled, 

elderly); 

 Continues to deeply cut grants for nearly 75% of the families who will be unable to meet 

the Governor's tough new standards; 

 Denies the same families the $50 child support pass through if the non-custodial parent 

pays support; 

 Eliminates funding for Cal-LEARN case management services that help young women 

with children get their high school diplomas; 

 Continues to eliminate child care for nearly 30,000 working low income families; 

 Transfers responsibility for administering child care to counties; 

 Drastically cuts child care fees for the licensed voucher program from the 85th percentile 

to the 40th percentile - license-exempt providers will get just 71% of the lower rate; and 

 Continues to divert funds from poor families to the state budget (this budget shifts over 

$700 million to CalGrants from TANF funds). 

  

According to the Department of Finance, the cut to CalWORKs is $880 million and the cut to 

child care is $452 million for a combined cut to the safety net of $1.33 billion. If adopted, the 

proposal would reduce spending from $5.4 billion in the current year to $4.1 billion in 2012-13. 

For perspective, in 1994 California's total welfare budget was $7.4 billion. 

  

As in January the Governor proposes a dramatic revamping of CalWORKs and child care. The 

Governor would convert the single CalWORKs program into three separate programs with 

different rules and grant levels. CalWORKs Basics would operate essentially as the current 

program but be limited to 24 months. Persons who are exempt due to age, disability, domestic 

violence etc., would only receive 24 months on aid. The Governor also proposes to create a 

CalWORKs Plus program for families who are meeting federal work participation requirements. 

The program provides a higher disregard for earnings than CalWORKs Basics but is limited to a 

total of 48 months, including any months spent in CalWORKs or CalWORKs Basics. The third 

program would be the Child Maintenance program that would include sanctioned families, 

families who have timed off of assistance, families ineligible to participate, and persons who are 

exempt from work. Due to the shorter time limit and the retroactive counting of months, nearly 

three fourths of all families on aid would be in the Child Maintenance program. 

  

The May child care proposal is more revamped than CalWORKs. While continuing to move 

administration of the program from the Department of Education to counties, it no longer limits 

child care to families making 200% of the federal poverty level. It would also allow families in 

education or training to continue receiving child care. The changes would keep 54,000 families on 

child care. But to make up for the lost revenue, the Governor proposes to cut the reimbursement 

rate for the voucher program by more than half, from the 85th percentile to the 40th percentile to 

save $184 million, and thereby eliminating child care for nearly 30,000 families. There is no 



estimate of how many providers may leave the voucher program if the cuts are instituted or how 

CalWORKs families would find child care if these providers are not able to continue. 

  

The budget does not propose any changes in programs for immigrants like CFAP or CAPI. It cuts 

IHSS by $224 million by cutting hours for the disabled by 7% across the board and by 

eliminating domestic services for some IHSS recipients. These cuts are to offset lost savings from 

the IHSS provider fee being rejected by the federal government and overstated savings by 

requiring professional certification of IHHS services. 

Contact Our Sacramento Budget Advocates: For more information about Western Center or 

our advocacy priorities, go to www.wclp.org.  

Health: Vanessa Cajina, vcajina@wclp.org, 916-282-5117. 

Housing: Brian Augusta, baugusta@wclp.org, 916-446-9241 

Public Benefits: Mike Herald, mherald@wclp.org, 916-282-5112.  
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