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Governor’s Budget Highlights

* $322 billion Budget
* projects revenues + $16.5 billion (over 3 years)

* $7 billion draw on reserves ($16.9 billion remain)
* $363 million Surplus
* Climate Bond Spending Plan

* New Housing and Homelessnhess Agency
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2025-26
Total State Expenditures

(Including Selected Bond Funds)
(Dollars in Millions)

Health
($88.176)
27.4%
Human Services
($38,940)
121%
Transportation
($]58,é,l73” _____Corrections and
Rehabilitation
($17.601)
5.5%
Other
($50,703)
15.7%

K-12 Education

($84,704)
Higher Education 26.3%
($23,995)
7.4%

Revenue Volatility

Capital Gains Realizations as a Share of Personal Income

$3498
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= 7025-26 Governor's Budget

Shaded bars indicate previous U.S, recessions.
Source: California Depariment of Finance, 2025-26 Govemor's Budget Forecost.
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Multiyear Deficits

Figure 2

Multiyear Deficits Persist
LAO and DOF Estimates of Multiyear Budget Condition (In Billions)
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DOF = Department of Finance.
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Special Session Spending

* President Trump & CA 2.0

» Efforts to protect federal infrastructure, healthcare, and disaster relief
funds.

* $25 million for state-federal ‘affirmative litigation’
* $25 million for non-profit immigration defense and support

* Los Angeles Region Wildfires Response
» $2.5 billion (Climate Bond + General Fund)
* CEQA and Coastal Act streamlining
* Building code & ADU relief
* Property tax relief
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Housing &
Homelessness

* New Housing & Homelessness
Agency (Spring ’25 Little Hoover
Reorganization Plan)

* Proposes Enhanced
Accountability and Enforcement
Measures

* New Encampment Resolution
Grant Funds - $100 million
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Transportation

* Maintains multiyear $15.4 billion
spending plan for transit, high speed
rail, and active transportation
projects

» Suggests Housing<> Transportation
Nexus Policies including to “align
long-term housing and transportation
planning”

* Supports Cap-and-Trade Extension
(beyond 2030)
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Environment and Energy

» $2.7 billion Climate Bond spending plan

* $1.5 billion for wildfire and resilience
programs)

* $190 million for Parks and Urban
Greening

* $173.1 million for Flood Management

* $153.4 million for Water Reuse and
Recycling

* Proposes $228 million Port Upgrades for
Offshore Wind Generation

* Priorities Energy Affordability policies
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THE STATE BUDGET PROCESS
Governor releases proposed
budget for next fis::al year,
BY JANUARY 10 0
Senate & assembly
uuuuuuu i e
T Ty
Gn\rernor releases
° revised budgt proposal
— | ==
Questions 0 — e
Senate & assembly budget ngl l FQJ
committees & subcommitees - - — - - - - - — Legislative leaders meet
review the revised budget& === 08 - - - - - - - - - with the governor to iron
work to finalize their version, out any issues and finalize
a budget.
Legislature must pass
a balanced budget
==
) BY JUNE 15
Budzat_pmas &
EOeS to governor - = = = = = = = = = = =
for a signature.
Start of the next fiscal year
— 1 | —
JULY 1
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