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State Budget Basics 



üRevenues 

ÅBig Three: Personal Income Tax, Sales Tax, and 

Corporate Tax 

üExpenditures: 

ÅOver $120 billion General Fund and $45 billion 

Special Funds 

ÅAbout half of General Fund spending goes to 

education 

State Budget Basics 
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Personal Income Tax  

Is the Dominant State Revenue Source 
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Education and Health and Human 

Services Make Up Majority of Spending 

General Fund and Special Fund Spending, 2016-17 
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2017-18 Outlook 



üThree Components to Outlook 

ÅFormula-Driven Requirements 

ÅCaseload, Utilization, and Price Requirements 

ÅDiscretionary Elements 

üOutlook Includes the Effects of 2016 Voter 
Initiatives 

üOutlook Assumes No New Changes in Federal 
Policy 

How We Build Our Outlook 
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The Economy 

Long Economic Expansion Continues 
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The Revenues: Prior & Current Year 

General Fund Revenue Estimates $1.7 Billion Below Budget Assumptions for 2015-16 and 2016-17 Combined 
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The Revenues: Budget Year 

Strong Personal Income Tax Growth Drives Healthy Revenue Growth in 2017-18 
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General Fund Spending Outlook 

(In Billions) 
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The General Fund Condition 
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üProperty Tax Growth Somewhat Lower Than 
Expected 

ÅIn May, we estimated assessed values would grow 6.6 
percent in 2016-17 

ÅBoard of Equalization data shows assessed values 
increased by only 5.5 percent in 2016-17 

ÅFor 2017-18 and throughout the outlook period, we 
estimate assessed values will grow about 5.5 percent 
per year 

Property Taxes 
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Why Were Assessed Values Lower? 
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The Out Years 



Uncertainty in the Outlook 

Range of Possible Revenue Estimates (In Billions) 
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Growth Scenario 

Revenues Differ Dramatically Between Two Scenarios… 

éBut Reserves Cover Operating Deficits in Recession Scenario 
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Recession Scenario 



Common Claims About Proposition 13 

Some Highlightsé. 
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(Continued) 

Common Claims About Proposition 13 
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Common Claims About Proposition 13 
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Common Claims About Proposition 13 
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