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Three of the State’s Major Issues

 Federal health
care funding

e State tax
volatility

e Pension funding




Federal Health Care Funding

ACA: Major Reductions in Uninsured;
Major Increases in Medi-Cal and Non-Group Coverage2

Number of Enrollees, by Type of Insurance Coverage (In Millions)
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82013 and 2015 American Community Surveys.
B Includes, among other coverage types, public health plans available to current and former military members.
ACA = Patient Protection and Affordable Care Act.




Federal Health Care Funding

California's Remaining Uninsured Population?

Califomians Under Age 65

Medi-Cal Eligible,
MNot Enrolled

ACA Subsidy
Eligible, Coverage
Not Purchased®

Income-Ineligible
for Medi-Cal or

ACA Subsidies® Undocumented

a August 2016 Projections, UC Berkeley and UCLA California Simulation of Insurance Markets.

b Data exclude undocumented children who are eligible for Medi-Cal, but not enrolled.

€ ACA subsidies are received through the state's Health Benefit Exchange, Covered California.
ACA = Patient Protection and Affordable Care Act.




Federal Health Care Funding

Medi-Cal Spending 2007-08 Through 2017-18

(In Billions)
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2 proposed.
ACA = Patient Protection and Affordable Care Act.

From February 2017 LAO publication. Not updated for final 2017-18 budget figures.



Federal Health Care Funding

Some State Policymakers Considering Single-Payer Healthcare Proposal. In 2017, state
legislators introduced Senate Bill (SB) 562, which aims to eliminate commercial health
insurance and replace the existing healthcare system with a government-administered single-
payer healthcare program. In addition to replacing commercial health msurance with publicly
provided coverage, the bill would consolidate existing public healthcare programs—such as
Medi-Cal and Medicare—under the single-payer program. A single-payer program similar to that
envisioned in SB 562 could cost around $400 billion annually and require new state tax revenues
in the low hundreds of billions of dollars. (Existing public healthcare expenditures could
potentially be redirected to pay for a portion of a single-payer program, reducing the amount of
new revenues that would need to be raised.)

Some State Policymakers Considering Other More Targeted Approaches to Expanding
Healthcare Coverage. Certain state policymakers are considering ways in addition to single-
payer healthcare to expand healthcare coverage to the remaining 2 million to 3 mullion uninsured
state residents. One approach, for example, is to extend full Medi-Cal coverage to undocumented
immigrants who would qualify for Medi-Cal if not for their undocumented status. This approach
was partially implemented in 2016 when Medi-Cal coverage was extended to otherwise
qualifying undocumented immigrants under 19 years of age. Extending Medi-Cal coverage to all
qualifving undocumented immigrant adults would, for example. likely have state costs in the
billions of dollars annually.




State Tax Volatility

Personal Income Tax Is the
Dominant State Revenue Source
Share of General Fund Revenues
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State Tax Volatility

Personal Income Tax Is
More Volatile Than Economy
Percent Change From Prior Fiscal Year
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State Tax Volatility

Hiaher-lnmme Filers Have Eﬁeeciallz Volatile Incomes
Annual Percent Change in Adjusted Gross Income
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State Tax Volatility

Bay Area Contributes Disproportionately to State Income Tax Revenues
2014 Resident Tax Hetums

San Francisco/Oakland! 6.5 16.8% M52 20.1% 3226 37 0% £3474
San Josa MSas

Dranga County 31 a1 1073 oo BT 9.3 1,84

Varmtura County na 23 264 22 12 20 1,430

Los Angelos County 101 261 2E2 G 23R 145 2T 1434

San Diego Courty 312 g4 T B2 46 T8 1425

Cantral Coasi2 14 iy 201 33 ik 30 1,282

Mapa, Solang, and 1.1 27 34 26 13 22 1,267
Sonoma Courties

Sacramaenio MSA 232 £ Lag 48 24 13 1,083

Morth Stala® 12 31z 224 18 0rF 12 B12

San Joaguin Vallay® 41 10 T21 B.1 24 40 B33

Riversida and 44 114 B2 GER 25 40 BRO
San Bemardino Countias

Other residents? 0.4 10 215 20 1.3 21 34498

Totals T 100.0% §1.188.2 100.07% $61.2 100.0% §1.581®

8 \ncludes Momerey, San Luls Cblspo, Santa Bamara, and Sama Cruz Counties.

b noludes &l coundes north of 2an Franciso, Mapa, Sonoma, Yalejp-Fairfield, and Sacramemio M3As.

€ |nciycies Fresno, Kam, KIngs, Maders, Mercad, San Joaquin, Stankisus_ and Tulare Counties

@ \nudes Calfomia resident tax retums with (1) an address In anoher Calomia couny of (2] n ou-of-&%le Bddnees. Aetms with oul-0-slzte addrmsses collectvely had
$1.1 billon of tax assessed, he vas! majoiy of he folal shown on this ine. Excludes nomresiden fax returms, which colacively had £2.5 billon of = assessad

E cialewide average
MEA = metrpolian siedshical area.




State Tax Volatility

General Fund Summary

{in Mitions)
Prior-year fund balance 34 504 $1,622
Revenues and transfers 118,539 125,880
Expenditures 121,421 125,006
Ending fund balance $1.622 $2.406
Encumbrances Gano agd
SFEU balance 642 1,426

Reserves
SFEU balance 642 31,426
BSA balance 6.713 B.486
Total Reserves $7.355 £0.912

SFEU - Special Fund for Economic Uinceriainties (the Ganearal
Fund's discretionary bucget reserve); and

HSA = Budpst Stabilzation Account (fha Ganeral Fund's mandatory
budget resarva).




Pension Funding

Funded Status and Unfunded Liability on June 30, 2016

Present Value of Entry Age Normal Market Value of
Benefits Accrued Liability Assets | Unfunded Liability Funded Ratio

State Miscellaneous $116,407 430,627 $102,443 593,272 $66,607,613,590 $35,835,979,682 65.0%
State Industrial 4,973,444 945 3,969,767,411 2,897,811,466 1,071,955,945 13.0%
State Safety 14,678,817 876 11,288,008,411 8,288,200,886 2,999,807,525 13.4%
State Peace Officers & Firefighters 49,422 292 374 41,484,601,481 26,621,971,404 14,862,630,077 64 2%
California Highway Patrol 13,495,219,004 11,470,696 987 6,705,506,460 4,765,190,527 58.5%
Total for the State 198 977 204 826 170,656 667 562 111.121.103.806 59.535.563.756 651%

Funded Ratio of the Retirement Program (Based on Market Value of Assets)

_ June 30, 2012 June 30, 2013 June 30, 2014 June 30, 2015 June 30, 2016

State Miscellaneous 66.3% 66.5% 72 4% 69.6%

State Industrial 73.0% 74.7% 81.7% 78.6% ?3.[]%
State Safety 70.6% 71.6% 79.2% 76.6% 13.4%
State Peace Officers & Firefighters 65.5% 65.0% 71.0% 68.5% 64 2%
California Highway Patrol 60.3% 58.9% 64.3% 61.6% 58.5%

Total for the State 66.1% 66.1% 72.1% 63.4% 65.1%




Pension Funding

Projected Future Employer Contribution Rates

State Miscellaneous 28.325% 29.4% 31.5% 32.6% 33.2% 33.4% 33.8%
State Industnal 19.527% 20.6% 22 6% 23.5% 24 1% 24 3% 246%
State Safety 19.402% 19.9% 21.4% 21.8% 22.0% 22.0% 214%
State Peace Officers & Firefighters 42.598% 43.9% 47 1% 48.5% 49.3% 49.5% 50.1%

California Highway Patrol 02.785% 94 1% o7 6% 59.2% 60.1% 60.5% 61.4%




Pension Funding

State Contributions to CalSTRS
Projected to Increase Steadily for 15 Years

Percentage of Payroll
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2 State contributions based on statewide payroll as measured on a two-year lag. Includes
roughly 2.5 percentage points related to a program that protects retired teachers’ pension
from the effects of inflation.

Note: Assumes future experience matches CalSTRS' actuarial assumpfions, including assumption
that investment returns equal 7 percent beginning in 2017-18.

From May 2017 LAO report. With recent strong returns, terminal state rate could be

somewhat less than shown above. See other data at:
http://www.lao.ca.gov/PolicyAreas/education/EdBudget




Key Points

e Reserves and near-
term fiscal balance

e State fiscal
condition stronger
than it has been in
years

Joshua Tree National Park

 Nevertheless... big
challenges ahead
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