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CAPITOL ALERT

Capitol Alert

California’s budget de�cit is worse than

anticipated — and much worse than

Newsom projected
BY ANDREW SHEELER AND LINDSEY HOLDEN

UPDATED FEBRUARY 20, 2024 11:33 PM

The California Legislative Analyst’s O�ce, a nonpartisan agency, projects a $73 billion de�cit —

signi�cantly more than the $38 billion projected by Gov. Gavin Newsom on Jan. 10, 2024.
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The tug-of-war between California Gov. Gavin Newsom and the nonpartisan

Legislative Analyst’s O�ce over the state’s projected budget de�cit took a new turn

Tuesday, when the LAO announced a revised shortfall of $73 billion — $15 billion

more than previously forecast, and signi�cantly more than the $38 billion gap that

Newsom has estimated.

The LAO reported that recent revenue collection data “re�ect even further

weakness” for the state’s �nancial outcome.

“All else equal, this means the budget problem is likely to be higher” when the

governor gives his revised projection of the state’s �nances in May, the LAO said in a

Tuesday update.

The LAO said that the actual budget shortfall will depend on a variety of factors,

such as mandatory Proposition 98 spending on schools and community colleges.

“Roughly, a $24 billion erosion in revenues corresponds to a $15 billion increase in

the budget problem. This would expand the $58 billion estimated de�cit to $73

billion under our updated revenue forecast,” the LAO report read.

That means lawmakers are going to have to �nd “new budget solutions” to ensure a

balanced budget for the 2024-25 �scal year. The LAO said solutions could include

increasing revenue, reducing either — or both — one-time and ongoing spending,

and exploring the possibility of cost shifts or dipping into reserves.
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The LAO listed several areas of one-time and temporary spending where cuts can be

made, totaling nearly $16 billion. Categories of cuts include business and labor,

criminal justice, education, health and human services, housing and homelessness,

resources and environment and transportation.

H.D. Palmer, a spokesman for Newsom’s Department of Finance, emphasized the

state is still forecast to see more than $51 billion in income and corporate tax

receipts.

“No one can say today with certainty how those numbers may change the budget

estimate of a $38 billion shortfall,” Palmer said in a statement. “A responsible step

would be for the Legislature to act now on the early action budget measures needed

for $8 billion in solutions to help close this gap.”

Newsom during his January budget presentation suggested this move, which would

mean opening up last year’s budget to make changes to the existing funding plan.

RECOMMENDED FOR YOU Powered by Taboola

NATIONAL

Feb 20, 2024

NATIONAL

Feb 21, 2024

NATIONAL

Feb 21, 2024

NATIONAL

Feb 21, 2024

2-week-old dies after mom falls asleep while breastfeeding, cops say. ‘I did it again’

College student froze to death near club that denied him entry, Illinois o�cials say

Body clad only in socks is identi�ed 6 years after grisly discovery in Washington lake

Dolphin spotted ‘playing with his food’ in Florida video. Why they do it

Get 93% o� your �rst month. Subscribe today for $1.

https://www.sacbee.com/news/politics-government/capitol-alert/article284039288.html
https://popup.taboola.com/en/?template=colorbox&utm_source=mcclatchyinteractive-thesacramentobee&utm_medium=referral&utm_content=organic-thumbnails-b-category:Out%20of%20Market%20Mid%20Article%20Thumbnails%20|%20Card%201:
https://www.sacbee.com/news/nation-world/national/article285715306.html
https://www.sacbee.com/news/nation-world/national/article285715306.html
https://www.sacbee.com/news/nation-world/national/article285715306.html
https://www.sacbee.com/news/nation-world/national/article285715306.html
https://www.sacbee.com/news/nation-world/national/article285715306.html
https://www.sacbee.com/news/nation-world/national/article285736931.html
https://www.sacbee.com/news/nation-world/national/article285736931.html
https://www.sacbee.com/news/nation-world/national/article285736931.html
https://www.sacbee.com/news/nation-world/national/article285736931.html
https://www.sacbee.com/news/nation-world/national/article285736931.html
https://www.sacbee.com/news/nation-world/national/article285738766.html
https://www.sacbee.com/news/nation-world/national/article285738766.html
https://www.sacbee.com/news/nation-world/national/article285738766.html
https://www.sacbee.com/news/nation-world/national/article285738766.html
https://www.sacbee.com/news/nation-world/national/article285738766.html
https://www.sacbee.com/news/nation-world/national/article285740281.html
https://www.sacbee.com/news/nation-world/national/article285740281.html
https://www.sacbee.com/news/nation-world/national/article285740281.html
https://www.sacbee.com/news/nation-world/national/article285740281.html
https://www.sacbee.com/news/nation-world/national/article285740281.html
https://ad.doubleclick.net/pcs/click?xai=AKAOjstKO8R6kLtYebIQkrOkOFzkr_pOI2Y0wObBO96yMum9LWsyG_vObKWXgSHZ2Dw4Z4Ud1znhFzFfZGj6kQN6Ps_1cHf6uqSSiWYN2VTQuhqWgaBLiiwNsdeq_00jO3bwoxvd8wS30KRRj1At7pljs5_acLKfteolkoANSeONWt-fGSIF-K_erNwuQ64t03b-OZFGCRQu-_DZl_IRToZpWO8D8Bh3a7_kipWQRRg19gCk2AM0pdcs5F-NjlylPc6rmeIO7DfndFmXWDi49vCtGKNbD1EyH5GUx1669UMQ51PvZRRKYPt41PnGsVXApX0quQOf6MW6CBvoD-yzDXTtwGbZW6dfKkQE8uQYX1hsWZ4EzpDtWhsXXc-v8-Vc4zNCRJNwOFuT7wVNmWqqCAPcTVRQxXR4ocUtSTyaww3EB1FTrYo4PZX_QcS5Xcaj4BgZ8nAKGgif0dX2g4_LA_HReNZ4uwvZiN4o8zqsIfNvFNpNU01IU_GQhk9iuYZl8GLlQT0T_f7l6gUcGiRjenhkhBhyIZq1sUU6HOmD6uChglekEE-Xx0BjwAye9wODcsXKmMBTJE4llSRWsUAML2_tf_rxGCNxpAg90FM1wxoSYQlUh7biMB-FTUJW2YaCs455glOgPVnRa4ZCMkWT0NNiz3JlYPNrMwQj7mIbjLQ6cJnoemhv0AUclXvu9mrymE-1KYYS3FM6qdQxCqCY9xB9yf0jQr2DMrHceGgcvZHAOpOrfwUuQDAgd6b_z2RM1sHsjhS-n5FUYTb0sJw5meAOTwJxIheQn-IR8PEBNkIBauW2Z8aU93KrGCEHxbZLh_OhnhIqOlcqZvtpquDxoNZKRDGA9ka4ovSajlmv52aMjaJdoHAA3GqZaPsEFciBCo6VdwZ6AHjbQw7lmPHl1iLGAJX8DBpDIcK6pTlMYW8Y2RpTpvC6aLprK_91nQ-VMGfMhLZvxq70O7BL_1-SzgPdebnW74TfyJR2AoUe3FoTk7Tc0XLY2WCKREMjpAdH5p4h1kgXa5iXEZjY_sq2BDMfY_9K8OZ4OwHw1joJOJxZ1jBm_kud4CBD-SYNsV674mncJVVPDS5bB_MZkg4CQ3XOgW1ndtC0jDBl3vocE071INmEADviYECFjzdYkWnGpTeRHhlrwjvoES0BeyWh6kQORoF9CNzsTp3h9UH1-47JcxYDCuS6AO-aRupsM11m18yhW3hr0kyMpNbVxvF7qLeFkSfk-WA4WvCHj-S4Z8z7cNzgfdz6aMhjcfk4gO2OPqm8U-bJiAsfZmdQ_PFMtvJLhECIDc-Km9X2jHYi1t63Q7g1ZVEIMTNAuJs_ebE5zOTGiKTJpuG9olyj1rpLBElJex6Z0WbQoLrI1W8UYeNddd2qX0J8bkyVGoiRX3r-l18utuX47yc9xdCo4oI-Q7S-R1_TAXT_zf4U3w7wExVbC6kc5qZjBMJxf_1l6c_i&sai=AMfl-YTQt__-wmblm-No4Ki1gYfoYZtxhhCicWaE4YSSXSxGqu3Y3RbSvJoocqvC5-nJk_HZ9c842u21TUHhT6uaWufIDKNAJxpeFnTH8l1QK8tJ5zAL8yZVlrasCPL8ymg-z_puk75YieGwl-8P56oIDS0p2DWiyi7EjSTaOCKnBeFAfK4ips_3_J_mOg9IXsBRuY6JP2FBxZiy7UXCF4urxI0ppKRp7j3wlTda3K0&sig=Cg0ArKJSzBv6da9UAScX&cry=1&fbs_aeid=%5Bgw_fbsaeid%5D&crd=aHR0cHM6Ly9leHBlZGlhLmNvbQ&urlfix=1&adurl=https://www.expedia.com/lp/ms-air-exp-us-caribbeanairlines%3Fdclid%3D%25edclid!
https://ad.doubleclick.net/pcs/click?xai=AKAOjstKO8R6kLtYebIQkrOkOFzkr_pOI2Y0wObBO96yMum9LWsyG_vObKWXgSHZ2Dw4Z4Ud1znhFzFfZGj6kQN6Ps_1cHf6uqSSiWYN2VTQuhqWgaBLiiwNsdeq_00jO3bwoxvd8wS30KRRj1At7pljs5_acLKfteolkoANSeONWt-fGSIF-K_erNwuQ64t03b-OZFGCRQu-_DZl_IRToZpWO8D8Bh3a7_kipWQRRg19gCk2AM0pdcs5F-NjlylPc6rmeIO7DfndFmXWDi49vCtGKNbD1EyH5GUx1669UMQ51PvZRRKYPt41PnGsVXApX0quQOf6MW6CBvoD-yzDXTtwGbZW6dfKkQE8uQYX1hsWZ4EzpDtWhsXXc-v8-Vc4zNCRJNwOFuT7wVNmWqqCAPcTVRQxXR4ocUtSTyaww3EB1FTrYo4PZX_QcS5Xcaj4BgZ8nAKGgif0dX2g4_LA_HReNZ4uwvZiN4o8zqsIfNvFNpNU01IU_GQhk9iuYZl8GLlQT0T_f7l6gUcGiRjenhkhBhyIZq1sUU6HOmD6uChglekEE-Xx0BjwAye9wODcsXKmMBTJE4llSRWsUAML2_tf_rxGCNxpAg90FM1wxoSYQlUh7biMB-FTUJW2YaCs455glOgPVnRa4ZCMkWT0NNiz3JlYPNrMwQj7mIbjLQ6cJnoemhv0AUclXvu9mrymE-1KYYS3FM6qdQxCqCY9xB9yf0jQr2DMrHceGgcvZHAOpOrfwUuQDAgd6b_z2RM1sHsjhS-n5FUYTb0sJw5meAOTwJxIheQn-IR8PEBNkIBauW2Z8aU93KrGCEHxbZLh_OhnhIqOlcqZvtpquDxoNZKRDGA9ka4ovSajlmv52aMjaJdoHAA3GqZaPsEFciBCo6VdwZ6AHjbQw7lmPHl1iLGAJX8DBpDIcK6pTlMYW8Y2RpTpvC6aLprK_91nQ-VMGfMhLZvxq70O7BL_1-SzgPdebnW74TfyJR2AoUe3FoTk7Tc0XLY2WCKREMjpAdH5p4h1kgXa5iXEZjY_sq2BDMfY_9K8OZ4OwHw1joJOJxZ1jBm_kud4CBD-SYNsV674mncJVVPDS5bB_MZkg4CQ3XOgW1ndtC0jDBl3vocE071INmEADviYECFjzdYkWnGpTeRHhlrwjvoES0BeyWh6kQORoF9CNzsTp3h9UH1-47JcxYDCuS6AO-aRupsM11m18yhW3hr0kyMpNbVxvF7qLeFkSfk-WA4WvCHj-S4Z8z7cNzgfdz6aMhjcfk4gO2OPqm8U-bJiAsfZmdQ_PFMtvJLhECIDc-Km9X2jHYi1t63Q7g1ZVEIMTNAuJs_ebE5zOTGiKTJpuG9olyj1rpLBElJex6Z0WbQoLrI1W8UYeNddd2qX0J8bkyVGoiRX3r-l18utuX47yc9xdCo4oI-Q7S-R1_TAXT_zf4U3w7wExVbC6kc5qZjBMJxf_1l6c_i&sai=AMfl-YTQt__-wmblm-No4Ki1gYfoYZtxhhCicWaE4YSSXSxGqu3Y3RbSvJoocqvC5-nJk_HZ9c842u21TUHhT6uaWufIDKNAJxpeFnTH8l1QK8tJ5zAL8yZVlrasCPL8ymg-z_puk75YieGwl-8P56oIDS0p2DWiyi7EjSTaOCKnBeFAfK4ips_3_J_mOg9IXsBRuY6JP2FBxZiy7UXCF4urxI0ppKRp7j3wlTda3K0&sig=Cg0ArKJSzBv6da9UAScX&cry=1&fbs_aeid=%5Bgw_fbsaeid%5D&crd=aHR0cHM6Ly9leHBlZGlhLmNvbQ&urlfix=1&adurl=https://www.expedia.com/lp/ms-air-exp-us-caribbeanairlines%3Fdclid%3D%25edclid!


2/21/24, 11:42 AM CA budget deficit worse than expected, exceeds Newsom’s projection | Sacramento Bee

https://www.sacbee.com/news/politics-government/capitol-alert/article285710851.html?tbref=hp 4/9

Department of Finance director Joe Stephenshaw said in January one early action

item would involve increasing the managed care organization tax by $1.5 billion to

help fund a Medi-Cal expansion for undocumented immigrants. Health insurers pay

the MCO tax, and the federal government must approve any increases.

Senate Republicans on Tuesday afternoon released a statement expressing concern

about how Newsom and the Democratic-controlled Legislature are handling the

budget.

“Democratic legislators and the governor’s continued �scal irresponsibility is

troubling, as evidenced by their unchecked spending and the alarming growth of the

state’s budget problem,” said Sen. Roger Niello, R-Fair Oaks, in a statement.

Niello vice-chairs the Senate Budget and Fiscal Review Committee. He called for “a

course correction” and a “renewed commitment” to a responsible budget.

Senate Minority Leader Brian Jones, R-Santee, blasted Newsom for “trying to fool the

public that the de�cit is $38 billion.”

“How are we supposed to balance the budget when our governor can’t even admit

the true size of the de�cit his administration racked up?” Jones said in a statement.
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Assembly Speaker Robert Rivas, D-Hollister, said during a Tuesday press conference

the budget gap is his “biggest concern.”

The Assembly Democratic Caucus has been meeting to develop strategies to deal

with the spending shortfall, and Rivas emphasized budget negotiations are still in

their early stages. Cynthia Moreno, Rivas’s press secretary, later said conversations

about early legislative budget action are already underway.

“The governor’s budget has been more optimistic than the LAO,” Rivas said. “And I

sure hope that the governor is right. We would all like to be wrong when it comes to

the de�cit. And that’s why I �rmly believe that it’s always better to plan for the

worst.”

This story was originally published February 20, 2024, 2:21 PM.
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