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Impressive Progress on Balancing 
2009-10 State Budget…

Spending-related reductions
• $15.4 billion

Temporary tax increases
• $12.5 billion

Lottery and other borrowing
• $5.3 billion

Federal stimulus funds
• $8.5 billion assumed in the budget package
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Impressive Progress on Balancing 
2009-10 State Budget… (Continued)

Wide array of solutions to attack projected 
$40 billion budget problem
Assumed state would end 2009-10 with a 
$2 billion reserve
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…But More Work to Be Done

More economic 
deterioration
LAO’s updated state 
revenue forecast
• $8 billion lower than 

assumed in the 
February budget 
package
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…But More Work to Be Done  (Continued)

Without corrective 
action, $6 billion 
deficit at end of 
2009-10
More budget solutions 
required
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Weakening Economic Outlook 
Since Passage of the Budget

Sharp rise in unemployment
Sharp downward revision of gross 
domestic product for late 2008
Lower-than-expected state revenue 
receipts in February
Continued stock market turbulence



LAO

Estimated Revenues: Comparison 
Between Budget Package and LAO
(In Millions)
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Weak Recovery Anticipated 
For California
(Annual Percentage Change)
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Operating Shortfalls Projected to Grow 
Dramatically Throughout Forecast Period

General Fund (In Billions)
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Budget Package Relies on Passage 
Of May 19 Special Election Measures
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Tax Increases Would Be Extended 
By Passage of Proposition 1A
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Closing the Additional Budget Gap

Optimize use of federal funds
• Swap out currently budgeted General Fund 

dollars for schools with federal funds

Continue work on more solutions
• Focus on broad-based programmatic changes 

to achieve future savings as well as immediate 
savings


