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California State Controller




California State Controller

March 22, 2017

To the Citizens, Governor, and Members of the Legislature of the State of California:

I am pleased to submit the State of California’s Comprehensive Annual Financial Report (CAFR) for the
fiscal year ended June 30, 2016. This report meets the requirements of Government Code section 12460
for an annual report prepared in accordance with accounting principles generally accepted in the

United States and contains information to help readers gain a reasonable understanding of the State’s
financial activities.

California ended the fiscal year with total General Fund revenues of $117.6 billion, a $796 million net
increase compared to the prior year. Personal income tax and sales and use tax increased by $1.6 billion
and $1.2 billion, respectively, while corporation taxes declined by $1.6 billion. At June 30, 2016, the
General Fund’s cash balance of $5.2 billion represents approximately 17 days of General Fund operating
expenditures for the State, compared to a cash balance of $5.8 billion at June 30, 2015, which represented
20 days of expenditures.

California’s economy has recovered from the Great Recession and budgeted spending has increased over
the last four years. The 2016-17 State Budget, enacted on June 27, 2016, continues to build the Budget
Stabilization Account (the State’s Rainy Day Fund) and limits ongoing spending obligations. Looking
ahead, the State has begun to prepare for the next economic slowdown.

I extend my appreciation to all government agencies for their support and cooperation in submitting the
required information for the CAFR. Thank you, as well, to the California State Auditor and her staff for
maintaining the highest standards of professionalism in the management of the State’s finances. Finally, |
wish to thank my entire team for their skill, effort, and dedication in completing this financial report.
Sincerely,

Original signed by

BETTY T. YEE
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Report Overview

The State’s management assumes responsibility for the accuracy, completeness, and fairness of
information presented in the CAFR, including all disclosures, based upon a comprehensive
framework of internal controls established for this purpose. The internal control structure is designed
to provide reasonable, but not absolute, assurance that the financial statements are free of material
misstatements. The objective of these controls is to ensure compliance with legal provisions
embodied in the annual appropriated budget approved by the Legislature and Governor.

The California State Auditor has issued an unmodified opinion on the financial statements for the
year ended June 30, 2016, in accordance with auditing standards generally accepted in the United
States of America and Government Auditing Standards issued by the Comptroller General of the
United States.

The State of California also is required to undergo an annual single audit in conformity with the
provisions of the United States Office of Management and Budget’s Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. This report is issued separately.

The Management’s Discussion and Analysis (MD&A) immediately follows the independent
auditor’s report and contains an introduction, overview, and analysis of the financial statements. The
MD&A also contains information regarding California’s economy for the year ended June 30, 2016,
and its economic performance as of December 31, 2016, for the 2016-17 fiscal year. The MD&A
complements this transmittal letter and should be read in conjunction with it.

Profile of the State of California

The State of California was admitted to the Union on September 9, 1850. The State’s population, as
of 2016, is estimated to be more than 39 million residents. The State’s government is divided into
three branches: Executive, Legislative, and Judicial. Executive power is vested in the Governor.
Other members of the Executive branch include the Lieutenant Governor, Attorney General,
Secretary of State, State Treasurer, State Controller, Insurance Commissioner, and the State
Superintendent of Public Instruction. All officers of the Executive branch are elected to a four-year
term. The Legislative branch of government is the State’s law-making authority and is made up of
two houses: the Senate and the Assembly. The Judicial branch is charged with interpreting the laws
of the State. It provides settlement of disputes between parties in controversy, determines the guilt or
innocence of those accused of violating laws, and protects the rights of Californians.

California’s government includes control agencies that help to regulate internal governmental
operations. The State Controller’s Office, the State’s independent fiscal watchdog, ensures that the
State’s budget is spent properly, offers fiscal guidance to local governments, reports on the State’s
financial position, and uncovers fraud and abuse of taxpayer dollars. The Department of Finance,
part of the Executive branch of government, establishes fiscal policies to carry out the State’s
programs and serves as the Governor’s chief fiscal policy advisor. The California State Auditor
promotes the efficient and effective management of public funds through independent evaluations of
state and local governments.

The State of California provides a wide range of services to its citizens, including social, health, and
human services; kindergarten through 12th grade (K-12) and higher education; and business and
transportation, consumer services, general government, and correctional programs. The State also is
financially accountable for legally separate entities (component units) that provide post-secondary
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education programs, promote agricultural activities and financial assistance to small business, and
finance coastal and inland urban waterfront restoration projects. The State, through its related
organizations (organizations for which the primary government is not financially accountable),
provides services such as the operation of the statewide energy transmission grid; earthquake
insurance for homeowners and renters; workers’ compensation insurance; health insurance for
individuals, families, and employees of small businesses; financing for pollution control facilities,
and for acquiring, constructing, and equipping health facilities; and loans to students attending
public and private nonprofit colleges and universities. The financial information of these institutions
is not included in the State’s financial statements.

The State Legislature approves an annual budget that contains estimates of revenues and
expenditures for the ensuing fiscal year. This budget is the result of negotiations between the
Governor and the Legislature. The State Controller’s Office is statutorily responsible for controlling
revenues due the primary government and for expenditures of each appropriation contained in the
budget. The State’s annual budget is submitted by the Governor no later than January 10 preceding
the beginning of the fiscal year on July 1, and must be approved by the Legislature by June 15 each
year. This annual budget serves as the foundation for the State’s financial planning and control.
Additional information on the budgetary basis of accounting can be found in Note 2, Budgetary and
Legal Compliance, and in the Required Supplementary Information section of the CAFR that
follows the Notes to the Financial Statements.

Overview of the State’s Economy

California’s economy is the sixth largest in the world, with a 2015 Gross Domestic Product of
$2.5 trillion. In 2015, California exported $165.3 billion in products; its two largest export markets
are Mexico ($26.7 billion) and Canada ($17.2 billion). California’s five largest exports are computer
and electronic products, transportation equipment, machinery except electrical, chemicals, and
miscellaneous manufactured commaodities. California also enjoys one of the finest and most diverse
collections of natural, cultural, and recreational resources in the nation. California’s travel and
tourism industry generated revenues of $122.5 billion in 2015, including more than $21.2 billion
from international visitors.

Budget Outlook

2016-17 Fiscal Year

The 2016 Budget Act focuses new spending on one-time activities, such as repairing and replacing
aging infrastructure, building affordable housing, addressing the effects of California’s drought, and
preparing the State for the next recession by increasing the Budget Stabilization Account (BSA), the
State’s Rainy Day Fund. Based on January 2017 estimates, total General Fund revenues and transfers
are estimated to be $118.8 billion, $1.5 billion less than budgeted. In addition, total General Fund
expenditures are estimated to be $122.8 billion, $300 million more than budgeted. The General Fund
is projected to end the 2016-17 fiscal year with $6.7 billion in its BSA and $47 million in its Special
Fund for Economic Uncertainties.

2017-18 Fiscal Year
The Governor released his proposed 2017-18 Budget on January 10, 2017. In it, he notes that the

economy is finishing its eighth year of expansion (three years longer than average) and that revenues
fell below projections in the last year. Consequently, the 2017-18 Budget estimates only a



conservative increase of $2.7 billion in personal income tax revenue (3.3%) and proposes
$3.2 billion in actions to reduce General Fund spending growth in order to avoid a budget deficit
while continuing to increase the State’s reserves. The proposed actions include a $1.7 billion
adjustment to the Proposition 98 minimum funding guarantee for K-14 education, the recapture of
$900 million of uncommitted 2016 allocations, and $600 million in delays or eliminations of
proposed spending increases. The Governor’s Budget proposes total reserves of $9.4 billion by the
end of the 2017-18 fiscal year—$7.9 billion in the BSA and $1.5 billion in the General Fund’s
Special Fund for Economic Uncertainties.

Other significant proposals from the Governor’s Budget include $59.8 billion for health and human
services, $52.3 billion for K-12 education, $15.1 billion for higher education, $11.4 billion for
transportation, $13.8 billion for corrections and rehabilitation, and $27.1 billion for general
government and other. The Budget also proposes $1.2 billion in accelerated payments to reduce the
State’s long-term debts and obligations.

Long-term Financial Planning

Long-term financial planning initiatives that will impact the State’s long-term financial goals include:

®* The Governor’s 2017 Infrastructure Plan proposes $43 billion over the next ten years to address
the most urgent state and local transportation needs, focusing on “fix-it-first” investments to
repair and improve neighborhood roads and state highways and bridges. Specifically, the plan
proposes $16.2 billion for highway repair and maintenance, $2.3 billion for trade corridors,
$13.5 billion for local roads, and $4.0 billion for transit and intercity rail. The plan also proposes
using $14.6 billion from general obligation bonds and Cap and Trade funds in fiscal year
2018-19 to help meet the High Speed Rail Authority’s goals.

® The Governor’s Budget includes $5.3 billion ($3.5 billion from the General Fund) for the State’s
contributions to the California Public Employees’ Retirement System (CalPERS) for state
pension costs. This proposal reflects the recent decision of the CalPERS board to reduce the
current discount rate from 7.5% to 7% over the next three budget years. This reduction of the
discount rate results in approximately $172 million in additional state contributions in 2017-18,
increasing to $2.0 billion once the discount rate changes are fully implemented. The Budget also
includes $2.8 billion from the General Fund in 2017-18 to the California State Teachers’
Retirement System (CalSTRS) for state contributions. The Budget assumes CalSTRS will adopt
new mortality assumptions, implement a discount rate reduction, and exercise its authority to
increase state contributions by 0.5%, resulting in a $153 million increase in General Fund
contributions.

® The State provides health care and dental benefits to retired state employees and their spouses
and dependents (when applicable). Collectively, these benefits are known as other
postemployment benefits (OPEB). Historically, the State has almost exclusively used a
“pay-as-you-go” funding policy for OPEB, resulting in an actuarial accrued liability (AAL). As
of June 30, 2016, California’s OPEB AAL is estimated to be $76.7 billion. The State has initiated
a prefunding strategy, as well as changes to retiree health benefits for new employees through the
collective bargaining process, to support the elimination of the unfunded AAL. As part of the
process, the State made a one-time allocation of $240 million to certain bargaining units’ OPEB
trust fund accounts for bargaining units that reached an agreement with the Administration by
November 1, 2016, to contribute towards their retiree healthcare. Currently, the State has set

vii
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aside approximately $400 million to pay for future retiree health benefits. The Governor expects
the trust fund balance to more than double and approach $1.0 billion by the end of 2017-18.

* As part of its strategy to address climate change, the State conducts cap-and-trade auctions of

emissions allowances to fund various programs to reduce greenhouse gas emissions. The
Governor’s budget proposes to spend $2.2 billion in cap-and-trade revenue in 2017-18. This
amount would come from $1.5 billion in auction revenue assumed to be collected in 2017-18 and
approximately $700 million in unallocated prior-year collections. Consistent with current law,
60% ($900 million) of the 2017-18 auction revenue would be continuously appropriated to
programs such as high-speed rail and affordable housing and sustainable communities. The
remaining $1.3 billion in proposed discretionary spending would occur only if the Legislature
extends the Cap-and-Trade program beyond 2020 with a two-third vote.

* A new president was inaugurated on January 20, 2017. The new administration and leaders in

Congress have suggested major changes to the Affordable Care Act, Medicaid, trade and
immigration policy, and the federal tax structure, as well as other actions. Many of these
proposed changes could have detrimental effects on the State’s economy and budget. At this
point, it is not clear what those changes will be or when they will take effect.

* Following five years of drought, California has experienced significantly higher-than-average

rainfall through this point in the current water year, which started October 2016. The high
volume of rain and snowmelt has caused some localized flooding and damage to roads and other
infrastructure, including spillways at the Oroville Dam. In 2017, the President issued Presidential
Disaster Declarations for both the winter storms affecting 30 counties across California and the
evacuation of the areas in danger of flooding from the possible breach of the Oroville Dam. At
this time, the effects of the high volume of rainfall and snowfall are not expected to affect
materially the State’s economy or budget, and repairs to the Oroville Dam are expected to be
paid from resources other than the General Fund. Nevertheless, the State continues to address the
potential for future droughts by encouraging water conservation, facilitating water management
where possible, and providing funding for critical water infrastructure projects.

Awards

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the State of California for its
comprehensive annual financial report for the fiscal year ended June 30, 2015. In order to be
awarded a Certificate of Achievement, a government must publish an easily readable and efficiently
organized comprehensive annual financial report. This report must satisfy both generally accepted
accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current
comprehensive annual financial report continues to meet the Certificate of Achievement Program’s
requirements and we are submitting it to the GFOA to determine its eligibility for another certificate.
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State AUditOl’ { Doug Cordiner Chief Deputy

Independent Auditor’s Report

THE GOVERNOR AND THE LEGISLATURE OF THE
STATE OF CALIFORNIA

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund, and
the aggregate remaining fund information of the State of California, as of and for the year ended
June 30, 2016, and the related notes to the financial statements, which collectively comprise the
State’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America;
this includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did
not audit the financial statements of the following:

Government-wide Financial Statements

e Certain enterprise funds that, in the aggregate, represent 80 percent of the assets and deferred
outflows, and 40 percent of the revenues of the business-type activities.

e The University of California and the California Housing Finance Agency that represent
93 percent of the assets and deferred outflows, and 94 percent of the revenues of the discretely
presented component units.

Fund Financial Statements

e The Safe Drinking Water State Revolving fund, that represents 15 percent of the assets and
deferred outflows, and 3 percent of the additions, revenues, and other financing sources of the
Environmental and Natural Resources fund, a major governmental fund.

e The following major enterprise funds: Electric Power fund, Water Resources fund, State Lottery
fund, and California State University fund.

e The Golden State Tobacco Securitization Corporation, the Public Building Construction, the
Public Employees’ Retirement, the State Teachers’ Retirement, the State Water Pollution
Control, and the 1943 Veterans Farm and Home Building funds, that represent 84 percent of
the assets and deferred outflows, and 27 percent of the additions, revenues and other financing
sources of the aggregate remaining fund information.

e The discretely presented component units noted above.

621 Capitol Mall, Suite 1200 Sacramento, CA 95814 916.445.0255 916.327.0019 fax www.auditor.ca.gov



The related financial statements were audited by other auditors whose reports have been furnished to
us, and our opinions, insofar as they relate to the amounts included for those funds and entities, are
based solely on the reports of the other auditors. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. The financial
statements of the Golden State Tobacco Securitization Corporation, the Public Building Construction,
the Public Employees’ Retirement, the State Lottery, and the 1943 Veterans Farm and Home Building
funds were not audited in accordance with Government Auditing Standards.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit

also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.

Opinions

In our opinion, based on our audit and the reports of other auditors, the financial statements referred
to above present fairly, in all material respects, the respective financial position of the governmental
activities, the business-type activities, the aggregate discretely presented component units, each major
fund, and the aggregate remaining fund information of the State of California, as of June 30, 2016,
and the respective changes in financial position and, where applicable, cash flows thereof for the

year then ended in accordance with accounting principles generally accepted in the United States

of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that a discussion
and analysis by management, schedule of changes in net pension liability and related ratios, schedule
of state pension contributions, schedules related to the State’s support of the California State Teachers’
Retirement System, schedule of funding progress for other postemployment benefits, infrastructure
information, budgetary comparison information, reconciliation of budgetary and GAAP-basis

fund balances, and related notes be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for

placing the basic financial statements in an appropriate operational, economic, or historical context.
We and the other auditors have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the



basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because

the limited procedures do not provide us with sufficient evidence to express an opinion or provide
any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the State’s basic financial statements. The introductory section, combining
financial statements, and statistical section are presented for purposes of additional analysis and are
not a required part of the basic financial statements.

The combining financial statements are the responsibility of management and were derived from,

and relate directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of

the basic financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America by us and other
auditors. In our opinion, based on our audit, the procedures performed as described above, and the
reports of other auditors, the combining financial statements are fairly stated, in all material respects,
in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied
in the audit of the basic financial statements, and accordingly, we do not express an opinion or provide
any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated

March 22, 2017 on our consideration of the State’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements,
and other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion
on internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the State’s internal
control over financial reporting and compliance.

CALIFORNIA STATE AUDITOR

F. s T

JOHN F. COLLINS II, CPA
Deputy State Auditor

March 22, 2017



Management’s Discussion and Analysis

Management’s Discussion and Analysis

The following Management’s Discussion and Analysis is required supplementary information to the State of
California’s financial statements. It describes and analyzes the financial position of the State, providing an
overview of the State’s activities for the year ended June 30, 2016. We encourage readers to consider the
information we present here in conjunction with the information presented in the Controller’s transmittal letter
at the front of this report and in the State’s financial statements and notes, which follow this section.

Financial Highlights — Primary Government

Government-wide Highlights

After seven years of economic expansion, California is approaching an economic plateau as its rate of growth
has started to slow. For the fiscal year ended June 30, 2016, the State’s general revenues increased by only
$1.4 billion (1.0%) over the prior year—significantly less than the 10.0% growth experienced in the 2014-15
fiscal year. Expenses and transfers for the State’s governmental activities increased by $12.0 billion (5.1%)
but were less than total revenues received, resulting in a $7.5 billion increase in the governmental activities’
net position. Total revenues and transfers for the State’s business-type activities also surpassed expenses by
$3.1 billion in the 2015-16 fiscal year.

Net Position — The primary government ended the 2015-16 fiscal year with a net deficit position of
$30.3 billion, an improvement of $10.6 billion (26.0%). The total net deficit position is reduced by
$107.1 billion for net investment in capital assets and by $34.8 billion for restricted net position, yielding a
negative unrestricted net position of $172.2 billion. Restricted net position is dedicated for specified uses and
is not available to fund current activities. More than 59.0%, or $101.6 billion, of the negative $172.2 billion
consists of unfunded, employee-related, long-term liabilities that are recognized as soon as an obligation has
been incurred, even though payment will occur over many future periods (net pension liability, net other
postemployment benefit obligations, and compensated absences). Another 38.6%, or $66.5 billion, consists of
outstanding bonded debt issued to build capital assets of school districts and other local governmental entities.
Bonded debt reduces the State’s unrestricted net position; however, local governments, not the State, own the
capital assets that would normally offset this reduction.

Fund Highlights

Governmental Funds — As of June 30, 2016, the primary government’s governmental funds reported a
combined ending fund balance of $30.9 billion, an increase of $4.8 billion over the prior fiscal year. This year
is the first in more than 15 years without any governmental fund deficits. The unrestricted fund balance,
comprised of committed, assigned, and unassigned balances, was $1.9 billion, an increase of $2.4 billion over
the prior fiscal year’s deficit balance of $448 million. The nonspendable and restricted fund balances were
$87 million and $28.9 billion, respectively.

Proprietary Funds — As of June 30, 2016, the primary government’s proprietary funds reported a combined
ending net position of $4.1 billion, an increase of $3.0 billion over the prior fiscal year. The total net position
is reduced by $2.9 billion for net investment in capital assets, expendable restrictions of $5.9 billion, and
nonexpendable restrictions of $9 million, yielding a negative unrestricted net position of $4.7 billion, an
improvement of $1.3 billion over the prior fiscal year.
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Noncurrent Assets and Liabilities

As of June 30, 2016, the primary government’s noncurrent assets totaled $156.2 billion, of which
$136.7 billion is related to capital assets. State highway infrastructure assets of $73.5 billion represent the
largest portion of the State’s capital assets.

The primary government’s noncurrent liabilities totaled $221.4 billion, which consists of $101.6 billion in
unfunded employee-related future obligations, $76.6 billion in general obligation bonds, $29.4 billion in
revenue bonds, and $13.9 billion in other noncurrent liabilities. During the 2015-16 fiscal year, the primary
government’s noncurrent liabilities increased by $7.0 billion (3.2%) over the previous fiscal year. The most
significant changes were increases of $8.1 billion in net pension liability and $3.5 billion in net other
postemployment benefits obligation, and decreases of $2.6 billion in loans payable and $1.5 billion in general
obligation bonds payable.

Overview of the Financial Statements

This discussion and analysis is an introduction to the section presenting the State’s basic financial statements,
which includes four components: (1) government-wide financial statements, (2) fund financial statements,
(3) discretely presented component units financial statements, and (4) notes to the financial statements. This
report also contains required supplementary information and combining financial statements and schedules
intended to furnish additional detail to support the basic financial statements.

Government-wide Financial Statements

Government-wide financial statements are designed to provide readers with a broad overview of the State’s
finances. The government-wide financial statements do not include fiduciary programs and activities of the
primary government and component units because fiduciary resources are not available to support state
programs.

The statements provide both short-term and long-term information about the State’s financial position to help
readers assess the State’s economic condition at the end of the fiscal year. These statements are prepared using
the economic resources measurement focus and the accrual basis of accounting, similar to methods used by
most businesses. These statements take into account all revenues and expenses connected with the fiscal year,
regardless of when the State received or paid the cash. The government-wide financial statements include two
statements: the Statement of Net Position and the Statement of Activities.

* The Statement of Net Position presents all of the State’s financial and capital resources in a format in
which assets and deferred outflows of resources equal liabilities and deferred inflows of resources, plus
net position. Over time, increases or decreases in net position indicate whether the financial position of
the State is improving or deteriorating.

® The Statement of Activities presents information showing how the State’s net position changed during the
most recent fiscal year. The State reports changes in net position as soon as the event giving rise to the
change occurs, regardless of the timing of the related cash flows. Thus, this statement reports revenues
and expenses for some items that will result in cash flows in future fiscal periods (e.g., uncollected taxes
and earned but unused vacation leave). This statement also presents a comparison between direct
expenses and program revenues for each function of the State.
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The government-wide financial statements separate into different columns the three types of state programs
and activities—governmental activities, business-type activities, and component units.

Governmental activities are mostly supported by taxes, such as personal income and sales and use taxes,
and intergovernmental revenues, primarily federal grants. Most services and expenses normally associated
with state government fall into this activity category, including general government; education (public
kindergarten through 12th grade [K-12] schools and institutions of higher education); health and human
services; natural resources and environmental protection; business, consumer services, and housing;
transportation; corrections and rehabilitation; and interest on long-term debt.

Business-type activities typically recover all or a significant portion of their costs through user fees and
charges to external users of goods and services. The business-type activities of the State of California
include providing unemployment insurance programs, providing housing loans to California veterans,
providing water to local water districts, providing services to California State University students, selling
California State Lottery tickets, and selling electric power. These activities are conducted with minimal
financial assistance from the governmental activities or general revenues of the State.

Component units are organizations that are legally separate from the State, but are at the same time related
to the State financially (i.e., the State is financially accountable for them) or the nature of their relationship
with the State is so significant that their exclusion would cause the State’s financial statements to be
misleading or incomplete. Various types of component units are presented; all are legally separate.
However, blended component units function as part of the State’s operations. Fiduciary component units
are primarily the resources and operations of the California Public Employees’ Retirement System and the
California State Teachers’ Retirement System. Discretely presented component units contain some form of
accountability either from or to the State.

Most component units prepare their own separately issued financial statements. For information regarding
obtaining the financial statements of the individual component units, refer to Note 1A, Reporting Entity.

Fund Financial Statements

The State of California, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal and contractual requirements. A fund is a grouping of
related accounts that is used to maintain control over resources that have been segregated for specific
activities or objectives. All of the funds of the State may be divided into three categories: governmental funds,
proprietary funds, and fiduciary funds.

Governmental funds are used to account for essentially the same functions that are reported as
governmental activities in the government-wide financial statements. However, unlike the government-
wide financial statements, governmental fund financial statements focus on short-term inflows and
outflows of spendable resources, as well as on balances of spendable resources available at the end of the
fiscal year. Such information may be useful in evaluating a government’s short-term financing
requirements. This approach is known as the flow of current financial resources measurement focus and
the modified accrual basis of accounting. These governmental fund statements provide a detailed short-
term view of the State’s finances, enabling readers to determine whether adequate financial resources
exist to meet the State’s current needs.

Because governmental fund financial statements provide a narrower focus than do government-wide
financial statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
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so, readers may better understand the long-term impact of the government’s short-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate comparison between
governmental funds and governmental activities. Primary differences between the government-wide and
fund-based statements relate to noncurrent assets, such as land and buildings, and noncurrent liabilities,
such as bonded debt and amounts owed for net pension liability, compensated absences, and capital lease
obligations. These amounts are reported in the government-wide statements but not in the fund-based
statements.

* Proprietary funds show activities that operate more like those found in the private sector. The State of
California has two proprietary fund types—enterprise funds and internal service funds.

e Enterprise funds record activities for which a fee is charged to external users; they are presented as
business-type activities in the government-wide financial statements.

» Internal service funds accumulate and allocate costs internally among the State’s various functions.
For example, internal service funds provide public buildings construction, information technology,
printing, fleet management, and architectural services primarily for state departments. As a result,
their activity is considered governmental.

* Fiduciary funds account for resources held for the benefit of parties outside the State. Fiduciary funds and
the activities of fiduciary component units are not reflected in the government-wide financial statements
because the resources of these funds are not available to support state programs. The accounting used for
fiduciary funds and similar component units is similar to that used for trusts.

Discretely Presented Component Units Financial Statements

The State has financial accountability for discretely presented component units, which have certain
independent qualities and operate in a similar manner as private sector businesses. The activities of the
discretely presented component units are classified as enterprise activities.

Notes to the Financial Statements

The notes to the financial statements in this publication provide additional information that is essential for a
full understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements, which describe particular accounts in more detail, are located immediately following
the discretely presented component units financial statements.

Required Supplementary Information

A section of required supplementary information follows the notes to the basic financial statements in this
publication. This section includes several schedules of information for the State’s pension plans and the
State’s contributions to those plans, a schedule of funding progress for other postemployment benefit trust
funds, information on infrastructure assets based on the modified approach, a budgetary comparison schedule,
and a reconciliation of the budgetary basis and the GAAP basis fund balances for the major governmental
funds presented in the governmental fund financial statements.
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Combining Financial Statements and Schedules

The Combining Financial Statements and Schedules — Nonmajor and Other Funds section presents combining
statements that provide separate financial statements for nonmajor governmental funds, nonmajor proprietary
funds, fiduciary funds, and nonmajor component units as supplementary information. The basic financial
statements present only summary information for these activities.

Government-wide Financial Analysis

Net Position

The primary government’s combined net position (governmental and business-type activities) increased by
$10.6 billion (26.0%) from a negative $40.9 billion to a negative $30.3 billion at June 30, 2016.

The primary government’s $107.1 billion net investment in capital assets, such as land, buildings, equipment,
and infrastructure (roads, bridges, and other immovable assets) comprise a significant portion of its net
position. This amount of capital assets is net of any outstanding debt used to acquire those assets. The State
uses capital assets when providing services to citizens; consequently, these assets are not available for future
spending. Although the State’s investment in capital assets is reported net of related debt, the resources needed
to repay this debt must come from other sources because the State cannot use the capital assets to pay off the
liabilities.

Another $34.8 billion of the primary government’s net position represents resources that are externally
restricted as to how they may be used, such as resources pledged to debt service. The internally imposed
earmarking of resources is not presented in this publication as restricted net position. As of June 30, 2016, the
primary government’s combined unrestricted net deficit position was $172.2 billion—$168.5 billion for
governmental activities and $3.7 billion for business-type activities.

A significant factor contributing to the unrestricted net deficit is that governments recognize a liability on the
government-wide Statement of Net Position as soon as an obligation has been incurred, while financing and
budgeting functions focus on when a liability will be paid. As of June 30, 2016, the primary government
recognized $101.6 billion (59.0% of the $172.2 billion unrestricted net deficit) in unfunded employee-related
obligations—net pension liability, net other postemployment benefits obligation, and compensated absences.
In addition, the primary government recognized $66.5 billion (38.6% of the $172.2 billion unrestricted net
deficit) in outstanding bonded debt issued to build capital assets for school districts and other local
governmental entities, a common state practice nationwide. As the State does not own these capital assets,
neither the assets nor the related bonded debt is included in the portion of net position reported as “net
investment in capital assets.” Instead, the bonded debt is reported as a noncurrent liability that increases the
State’s unrestricted net deficit position. The State can expect continued deficits in the unrestricted net position
of governmental activities as long as it has significant unfunded employee-related obligations and outstanding
obligations for school districts and other local governmental entities.
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Table 1 presents condensed financial information derived from the Statement of Net Position for the primary
government.

Table 1

Net Position — Primary Government — Two-year Comparison
June 30, 2016 and 2015
(amounts in millions)

Governmental Activities Business-type Activities Total
2016 2015 2016 2015 2016 2015
ASSETS
Current and other assets .............coovvernin, $ 78452 $ 74530 $ 25226 $ 24539 $ 103678 $ 99,069
Capital @SSetS .....ccovevvveieiiieiieecee 126,859 123,201 9,849 9,220 136,708 132,421
Total @SSEtS .....cvvveveririeiieeiiseeiienas 205,311 197,731 35,075 33,759 240,386 231,490
DEFERRED OUTFLOWS
OF RESOURCES ......ccoceveeierie, 7,726 6,128 1,328 1,050 9,054 7,178
Total assets and deferred
outflows of resources ..........ccoe...... $ 213,037 $ 203,859 $ 36,403 $ 34,809 $ 249,440 $ 238,668
LIABILITIES
Noncurrent liabilities .........cccccoeeiveinnnne $ 194826 $ 186897 $ 26,618 $ 27,511 $ 221,444 $ 214,408
Other liabilities .........ccocovvveriiiiiiiiiins 47,847 47,391 4,127 3,841 51,974 51,232
Total liabilities .........c.cccoeveviiiiiiinene, 242,673 234,288 30,745 31,352 273,418 265,640
DEFERRED INFLOWS
OF RESOURCES .......cccooeveeeee 5,249 11,989 1,085 2,003 6,334 13,992
Total liabilities and deferred
inflows of resources ...........cceuveevee.. 247,922 246,277 31,830 33,355 279,752 279,632
NET POSITION
Net investment in capital assets .............. 104,597 100,695 2,521 2,278 107,118 102,973
Restricted ......cooveereeiieeceeeee 29,061 26,632 5,759 4,537 34,820 31,169
Unrestricted ......ocoovveeeeiiiieeeee (168,543) (169,745) (3,707) (5,361) (172,250) (175,106)
Total net position (deficit) ................. (34,885) (42,418) 4,573 1,454 (30,312) (40,964)

Total liabilities, deferred inflows
of resources, and net position ....... $ 213037 $ 203859 $ 36403 $ 34809 $ 249440 $ 238,668

Note: Prior-year adjustments recorded in the current year have not been reflected in the prior-year column.
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Chart 1 presents a two-year comparison of the State’s net position.

Chart 1

Net Position — Primary Government — Two-year Comparison
June 30, 2016 and 2015
(amounts in billions)
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Note: Prior-year adjustments recorded in the current year have not been reflected in the 2015 amounts.

Changes in Net Position

The expenses of the primary government totaled $272.7 billion for the year ended June 30, 2016. Of this
amount, $142.8 billion (50.4%) was funded with program revenues (charges for services or program-specific
grants and contributions), leaving $129.9 billion to be funded with general revenues (mainly taxes). The
primary government’s general revenues of $140.5 billion exceeded net unfunded expenses by $10.6 billion,
resulting in a 26.0% increase in net position.

11
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Table 2 presents condensed financial information derived from the Statement of Activities for the primary

government.

Table 2

Changes in Net Position — Primary Government — Two-year Comparison

Years ended June 30, 2016 and 2015
(amounts in millions)

Governmental Activities Business-type Activities Total
2016 2015 2016 2015 2016 2015
REVENUES
Program Revenues:
Charges for Services .........cocovvrirveirirnnnn, $ 27422 $ 24390 $ 25427 $ 24,091 $ 52,849 $ 48,481
Operating grants and contributions ......... 86,629 84,896 1,765 1,666 88,394 86,562
Capital grants and contributions .............. 1,480 1,320 67 108 1,547 1,428
General Revenues:
TAXES ..veveveveeteieete ettt 140,028 138,600 — — 140,028 138,600
Investment and interest ...........ocoevevvevenn, 132 58 — — 132 58
Miscellaneous ..........cccoeveieieceeiecee, 305 401 — — 305 401
Total revenues ........cccceeevveeeviecieciee, 255,996 249,665 27,259 25,865 283,255 275,530
EXPENSES
Program Expenses:
General government .........cocoeeeevrereeennns 16,686 15,804 — — 16,686 15,804
Education ........cccceeevviivcesececee e, 65,468 59,521 — — 65,468 59,521
Health and human Services ...................... 127,543 122,064 — — 127,543 122,064
Natural resources and environmental
ProteCtion ......ccoveveiveeeieiieee e, 6,988 6,420 — — 6,988 6,420
Business, consumer services, and
NOUSING .. 815 904 — — 815 904
Transportation 12,121 12,898 — — 12,121 12,898
Corrections and rehabilitation ....... 11,875 11,483 — — 11,875 11,483
Interest on long-term debt ...........cccco.e. 4,232 4,881 — — 4,232 4,881
Electric POWEr .......ccccovveiiiiciccecice, — — 728 799 728 799
Water RESOUICES ......ocevvvvveeeeiivieeeeiiieeeens — — 1,087 1,020 1,087 1,020
State LOtErY .o.voveveeeeeeeereeeee e — — 6,316 5,560 6,316 5,560
Unemployment Programs ............cc.ccee... — — 11,459 11,390 11,459 11,390
California State University ...........c.cccc.... — — 7,199 6,848 7,199 6,848
Other enterprise programs ...........ccoeeee.. — — 151 145 151 145
Total eXPENSES .....ccoevveveerieieeeen 245,728 233,975 26,940 25,762 272,668 259,737
Excess (deficiency) before transfers .. 10,268 15,690 319 103 10,587 15,793
Gain on early extinquishment of debt ..... 41 — — — 41 —
Transfers ... (2,800) (2,555) 2,800 2,555 — —
Change in net position ..........cccovveernnns 7,509 13,135 3,119 2,658 10,628 15,793
Net position, beginning (restated) ........... (42,394) (55,553) 1,454 * (1,204) (40,940) (56,757)
Net position (deficits), ending ................. $ (34885 $ (42,418) $ 4573 % 1454 $ (30,312) $ (40,964)

* Not restated

Note: Prior-year adjustments recorded in the current year have not been reflected in the prior-year column.
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Governmental Activities

During the 2015-16 fiscal year, governmental activities’ expenses and transfers totaled $248.5 billion.
Program revenues totaling $115.5 billion, including $88.1 billion received in federal grants and contributions,
funded 46.5% of expenses and transfers, leaving $133.0 billion to be funded with general revenues (mainly
taxes). General revenues for governmental activities ($140.5 billion) exceeded net unfunded expenses and
transfers, resulting in the governmental activities’ net deficit position of $34.9 billion for the year ended
June 30, 2016, an improvement of $7.5 billion (17.7%) over the prior-year’s net deficit position of
$42.4 billion.

Chart 2 presents a comparison of governmental activities” expenses to related revenue by program.

Chart 2

Program Revenues and Expenses — Governmental Activities
Year ended June 30, 2016
(amounts in billions)
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For the year ended June 30, 2016, total governmental activity revenue was $256.0 billion, an increase of 2.5%
over the prior year. General revenues increased by $1.4 billion (1.0%) to $140.5 billion, and program
revenues increased by $4.9 billion (4.5%) to $115.5 billion. These increases are significantly smaller than the
2014-15 fiscal year growth of 10.0% for general revenues and 18.1% for program revenues, reflecting the
slowing of the recent economic recovery and expansion. Personal income taxes and corporation taxes had the
greatest impact on the slowing growth rate during the 2015-16 fiscal year. Corporation taxes decreased by
$1.5 billion (14.1%) from the prior year. Personal income taxes increased by $2.2 billion over the prior year,
representing only a 2.8% increase compared to the 2014-15 fiscal year increase of 13.5%.

Overall expenses for governmental activities increased by $11.8 billion (5.0%) over the prior year. The largest
increase in expenditures, $5.9 billion (10.0%), was for education due to the Proposition 98 minimum funding
guarantee; the increased spending was triggered by higher General Fund revenue. Another significant
increase, $5.5 billion (4.5%), occurred in health and human services programs; the majority of the increase is
attributable to the Department of Health Care Services, which administers the State’s Medi-Cal program. This
growth in spending reflects the continuing expansion in Medi-Cal caseload under federal health care reform.

13
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Charts 3 and 4 present the percentage of total expenses for each governmental activities program and the

percentage of total revenues by source.

Chart 3

Chart 4

Expenses by Program
Year ended June 30, 2016
(as a percent)

Revenues by Source
Year ended June 30, 2016
(as a percent)
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Business-type Activities

As of June 30, 2016, business-type activities’ expenses totaled $26.9 billion. Program revenues of
$27.2 billion, primarily generated from charges for services, and $2.8 billion in transfers, were sufficient to
cover these expenses. As a result, the business-type activities’ total net position of $4.6 billion increased by

$3.1 billion (214.4%) over the prior-year’s net position of $1.5 billion.

Chart 5 presents a two-year comparison of the expenses of the State’s business-type activities.

Chart 5

Expenses — Business-type Activities — Two-year Comparison

Years ended June 30, 2016 and 2015
(amounts in billions)
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Fund Financial Analysis

The State’s governmental funds’ balance increased by $4.8 billion over the prior year’s ending fund balance.
The 2015-16 fiscal year marks the first time since before the 2001-02 fiscal year implementation of GASB
Statement No. 34 that all of the State’s governmental funds ended the year with positive fund balances.
Proprietary funds’ net position increased by $3.0 billion during the 2015-16 fiscal year, of which $2.4 billion
was in the Unemployment Programs Fund, increasing its fund balance to $1.5 billion—its first postive
balance in eight years.

Governmental Funds

As of June 30, 2016, the governmental funds’ Balance Sheet reported $82.3 billion in assets, $51.4 billion in
liabilities and deferred inflows of resources, and $30.9 billion in fund balance. Total assets of governmental
funds increased by 5.4%, while total liabilities and deferred inflows of resources decreased by 1.2%, resulting
in a total fund balance increase of $4.8 billion (18.5%) over the prior year’s balance.

Within the governmental funds’ total fund balance, $87 million is classified as nonspendable, as this amount
consists of long-term interfund receivables, loans receivable, and legal or contractual requirements.
Additionally, $28.9 billion is classified as restricted for specific programs by external constraints such as debt
covenants and contractual obligations, or by constitutional provisions or enabling legislation. Furthermore, of
the total fund balance, $5.7 billion is classified as committed for specific purposes and $15 million is
classified as assigned for specific purposes. The remaining unassigned balance of the governmental funds is a
negative $3.8 billion, an improvement of $830 million over the prior fiscal year.

The Statement of Revenues, Expenditures, and Changes in Fund Balances of the governmental funds reported
$255.7 billion in revenues, $255.3 billion in expenditures, and a net $4.4 billion in receipts from other
financing sources. The ending fund balance of the governmental funds for the year ended June 30, 2016, was
$30.9 billion, a $4.8 billion increase over the prior year’s ending fund balance of $26.1 billion.

Governmental funds’ revenue consists primarily of taxes (54.6%) and intergovernmental revenue (35.6%).
Personal income taxes accounted for 57.2% of tax revenues and increased by $1.7 billion over the prior fiscal
year. Sales and use taxes accounted for 28.0% of tax revenues and increased by $746 million over the prior
fiscal year. Corporation taxes accounted for 6.6% of tax revenues and decreased by $1.6 billion from the prior
fiscal year. The decline in corporation tax revenue is largely due to significantly increased refunding activity
as corporate taxpayers continue to adjust to changes in the calculation of their California taxable revenue
under Proposition 39 that was enacted in 2012. Intergovermental revenue, primarily from the federal gover-
ment, increased by $3.3 billion (3.8%) over the prior fiscal year.

Governmental funds’ expenditures increased by $6.9 billion (2.8%) over the prior fiscal year, primarily for
health and human services and education. The increase in health and human services expenditures, of
$4.9 billion (4.0%), is due primarily to the continued expansion of the Medi-Cal caseload under the Patient
Protection and Affordable Care Act (federal health care reform). The $2.3 billion increase in education
expenditures is to comply with constitutional requirements (Proposition 98) that provide a minimum funding
guarantee to support California’s K-12 schools and community colleges; the minimum funding guarantee
increased as a result of increased General Fund revenue in the 2015-16 fiscal year. Offsetting these two
governmental funds’ expenditure increases is a decrease of $2.0 billion (15.2%) in debt service principal and
interest payments for bonds and commercial paper.
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Chart 6 presents a two-year comparison of governmental funds’ tax revenues.

Chart 6

Governmental Funds Tax Revenue — Two-year Comparison
Years ended June 30, 2016 and 2015
(amounts in billions)
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Chart 7 presents a two-year comparison of the components of the governmental funds’ balance.

Chart 7

Governmental Funds — Components of Fund Balance — Two-year Comparison
Years ended June 30, 2016 and 2015
(amounts in billions)
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The State’s major governmental funds are the General Fund, the Federal Fund, the Transportation Fund, and
the Environmental and Natural Resources Fund. The General Fund ended the fiscal year with a fund balance
of $362 million, an increase of $2.6 billion over the prior year’s fund deficit. The Federal Fund, the
Transportation Fund, and the Environmental and Natural Resources Fund ended the fiscal year with fund
balances of $248 million, $8.5 billion, and $10.1 billion, respectively. The nonmajor governmental funds
ended the fiscal year with a total fund balance of $11.6 billion.

General Fund: As shown on the Balance Sheet, the General Fund (the State’s main operating fund) ended the
2015-16 fiscal year with assets of $20.9 billion; liabilities and deferred inflows of resources of $20.6 billion;
and nonspendable, restricted, and committed fund balances of $76 million, $4.0 billion, and $68 million,
respectively, leaving the General Fund with a negative unassigned fund balance of $3.8 billion. Total assets of
the General Fund decreased by $1.3 billion (5.6%) from the prior fiscal year, while total liabilities and
deferred inflows of resources decreased by $3.8 billion (15.7%). The General Fund’s unassigned fund balance
deficit decreased by $830 million (17.8%).

As shown on the Statement of Revenue, Expenditures, and Changes in Fund Balance, the General Fund had
an excess of revenues over expenditures of $5.8 billion ($117.6 billion in revenues and $111.8 billion in
expenditures). Approximately $112.5 billion (95.7%) of General Fund revenue is derived from the State’s
largest three taxes—personal income taxes ($78.5 billion), sales and use taxes ($24.8 billion), and corporation
taxes ($9.2 billion). As a result of fund classifications made to comply with generally accepted governmental
accounting principles, a total of $246 million in revenue, essentially all from unemployment programs, is
included in the General Fund. These revenues are not considered General Fund revenues for any budgetary
purposes or for the State’s Budgetary/Legal Basis Annual Report.

During the 2015-16 fiscal year, total General Fund revenue increased by $796 million (0.7%). The increase is
a result of increases in personal income taxes of $1.6 billion (2.1%) and sales and use taxes of $1.2 billion
(5.1%), offset by a decrease in corporation taxes of $1.6 billion (14.5%).

General Fund expenditures increased by $4.6 billion (4.3%). The largest increases were in education and
health and human services expenditures, which were up $2.3 billion and $2.1 billion, respectively. The
General Fund’s net fund balance of $362 million for the year ended June 30, 2016, was an improvement of
$2.6 billion over the prior year’s ending fund deficit of $2.2 billion.

Federal Fund: The Federal Fund reports federal grant revenues and the related expenditures to support the
grant programs. The largest of these programs is for health and human services, which accounted for
$73.8 billion (84.5%) of the total $87.4 billion in fund expenditures. The Medical Assistance program and the
Temporary Assistance for Needy Families program are included in this program area. Education programs
also constituted a large part of the fund’s expenditures, amounting to $6.9 billion (7.9%) of the total. The
Federal Fund’s revenues increased by $1.9 billion, which was approximately the same amount of increase in
the combined expenditures and transfers, resulting in only a $30 million fund balance increase over the prior
year’s ending fund balance of $218 million.

Transportation Fund: The Transportation Fund accounts for fuel taxes, bond proceeds, and other revenues
used primarily for highway and passenger rail construction. The Transportation Fund’s revenues decreased by
$535 million (5.1%), while its expenditures decreased by $1.4 billion (11.6%). Other financing sources
provided net receipts of $1.3 billion. The Transportation Fund ended the fiscal year with an $8.5 billion fund
balance, an increase of $322 million over the prior year.
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Environmental and Natural Resources Fund: The Environmental and Natural Resources Fund accounts for
fees, bond proceeds, and other revenues that are used for maintaining the State’s natural resources and
improving the environmental quality of its air, land, and water. The Environmental and Natural Resources
Fund’s revenues increased by $534 million (10.7%), while its expenditures decreased by $265 million (5.1%).
Other financing sources provided net receipts of $1.2 billion. The Environmental and Natural Resources Fund
ended the fiscal year with a $10.1 billion fund balance, an increase of $1.8 billion (20.9%) over the prior year.

Proprietary Funds

Enterprise Funds: The economic recovery continued to have a positive impact on the State’s enterprise funds.
The total net position of the enterprise funds at June 30, 2016, was $4.6 billion—$3.1 billion greater than the
prior year’s net position of $1.5 billion. The Unemployment Programs Fund had an increase in its net position
of $2.4 billion to end the fiscal year with a balance of $1.5 billion. This balance represents the Unemployment
Programs Fund’s first positive net position since 2009—the end of the recession that dramatically increased
the State’s unemployment and resulted in the fund’s insolvency. The State Lottery Fund, the California State
University Fund, and the nonmajor enterprise funds increased their net positions by $52 million, $538 million,
and $121 million, respectively.

As shown on the proprietary funds’ Statement of Net Position, total assets and deferred outflows of resources
for the enterprise funds were $37.0 billion as of June 30, 2016. Of this amount, current assets totaled
$12.9 billion, noncurrent assets totaled $22.8 billion, and deferred outflows of resources totaled $1.3 billion.
The total liabilities and deferred inflows of resources for the enterprise funds was $32.5 billion. The three
largest liabilities of the enterprise funds are $13.9 billion in revenue bonds payable, $7.5 billion in net pension
liability, and $3.1 billion in noncurrent loans payable. During the 2015-16 fiscal year, the State reduced by
$2.6 billion the balance of the loans from the U.S. Department of Labor that covered prior-year deficits in the
Unemployment Programs Fund, leaving a balance of $3.1 billion as of June 30, 2016.

Total net position consisted of four segments: net investment in capital assets of $2.5 billion, a nonexpendable
restricted net position of $9 million, a restricted expendable net position of $5.7 billion, and an unrestricted
net deficit of $3.7 billion.

As shown on the Statement of Revenues, Expenses, and Changes in Fund Net Position of proprietary funds,
the enterprise funds ended the year with operating revenues of $24.2 billion, operating expenses of
$24.0 billion, and net expenses from other transactions of $3 million. The largest sources of operating revenue
were unemployment and disability insurance receipts of $13.8 billion in the Unemployment Programs Fund,
and lottery ticket sales of $6.3 billion collected by the State Lottery Fund. The unemployment and disability
insurance receipts in the Unemployment Programs Fund increased by $453 million to $13.8 billion over the
prior fiscal year. These receipts came primarily from the federal government unemployment account to pay
unemployment and disability benefits. The largest operating expenses were distributions of $11.1 billion to
beneficiaries by the Unemployment Programs Fund, personal services of $4.6 billion by the California State
University Fund, and lottery prizes of $4.0 billion distributed by the State Lottery Fund.

Internal Service Funds: The total net deficit of the internal service funds was $458 million as of

June 30, 2016. The net position consists of three segments: net investment in capital assets of $383 million, a
restricted expendable net position of $131 million, and an unrestricted net deficit of $972 million.
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Fiduciary Funds

The State of California has four types of fiduciary funds: private purpose trust funds, pension and other
employee benefit trust funds, investment trust funds, and agency funds. The private purpose trust funds ended
the fiscal year with a net position of $6.8 billion. The pension and other employee benefit trust funds ended
the fiscal year with a net position of $507.6 billion. The State’s only investment trust fund, the Local Agency
Investment Fund, ended the fiscal year with a net position of $22.7 billion. Agency funds act as clearing
accounts and thus do not have a net position.

For the year ended June 30, 2016, the fiduciary funds’ combined net position was $537.1 billion, a
$4.3 billion decrease from the prior year net position. The net position decreased primarily because payments
made to participants exceeded contributions received and investment income in pension and other employee
benefit trust funds.

General Fund Budget Highlights

The original General Fund budget of $115.2 billion was increased by $1.7 billion during the 2015-16 fiscal
year. This increase is mainly comprised of funding for education, natural resources and environmental
protection, and health and human services programs. The funding for education programs increased due
primarily to the Proposition 98 minimum funding guarantee per Education Code Section 41202; an increase in
General Fund revenue causes an increase to the minimum funding guarantee. Additional funding for drought-
related activities accounts for most of the increase in the natural resources and environmental protection
budget. The increase in health and human services program funding is due primarily to the continuing
implementation of the federal Patient Protection and Affordable Care Act. During the 2015-16 fiscal year, the
General Fund’s actual budgetary basis expenditures were $114.4 billion, $2.5 billion less than the final
budgeted amount of $116.9 billion.

Table 3 presents a summary of the General Fund original and final budgets.

Table 3

General Fund Original and Final Budgets
Year ended June 30, 2016
(amounts in millions)

Original Final Increase
Budgeted amounts

Business, consumer services, and houSINg .........cccccecveeeieeeceeeienns $ 36 $ 37 $ 1
TraNSPOITALION ...evvciiieecie e 83 83 —
Natural resources and environmental protection ...........cccoceveivereinnine. 1,717 2,044 327
Health and hUuMan SEIVICES ........ccveiviiieiiie et 31,939 32,259 320
Corrections and rehabilitation .............ccccveviiiiiiiiiciicc e 9,920 10,130 210
EAUCALION 1ottt 60,008 60,765 757

General government:
TaX TRIET 1o 432 432 —
[ L] o] BT Y/ o7 TS 5,496 5,496 —
Other general gOVErNMEN .........ccooiiiiiiiie e 5,589 5,672 83
TOTAD o $ 115220 $ 116,918 $ 1,698
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Capital Assets and Debt Administration

Capital Assets

As of June 30, 2016, the State’s investment in capital assets for its governmental and business-type activities
amounted to $136.7 billion (net of accumulated depreciation/amortization). The State’s capital assets include
land, state highway infrastructure, collections, buildings and other depreciable property, intangible assets, and
construction/development in progress. The buildings and other depreciable property account includes
buildings, improvements other than buildings, equipment, certain infrastructure assets, certain books, and
other capitalized and depreciable property. Intangible assets include computer software, land use rights,
patents, copyrights, and trademarks. Infrastructure assets are items that normally are immovable, such as
roads and bridges, and can be preserved for a greater number of years than can most capital assets.

As of June 30, 2016, the State’s capital assets increased $4.3 billion, or 3.2% over the prior fiscal year. The
majority of the increase occurred in state highway infrastructure and buildings and other depreciable property.

Additional information on the State’s capital assets can be found in Note 7.

Table 4 presents a summary of the primary government’s capital assets for governmental and business-type
activities.

Table 4

Capital Assets — Primary Government — Two-year Comparison
June 30, 2016 and 2015
(amounts in millions)

Governmental Activities Business-type Activities Total
2016 2015 2016 2015 2016 2015
LaNd ..o $ 19383 $ 19131 $ 245 $ 237 $ 19628 $ 19,368
State highway infrastructure ............c..c....... 73,463 70,686 — — 73,463 70,686
Collections — nondepreciable ..................... 23 23 16 11 39 34
Buildings and other
depreciable property .........ccoceevvervciiiennnn. 29,616 28,310 12,743 12,274 42,359 40,584
Intangible assets — amortizable ................... 2,032 1,215 336 338 2,368 1,553
Less: accumulated
depreciation/amortization .............c.cc.c.... (13,400) (12,668) (5,244) (4,939) (18,644) (17,607)
Construction/development in progress ....... 15,316 16,085 1,639 1,183 16,955 17,268
Intangible assets — nonamortizable ............. 426 419 114 116 540 535
TOtal oo $ 126,859 $ 123201 $ 9,849 $ 9,220 $ 136,708 $ 132,421

Note: Prior-year adjustments recorded in the current year have not been reflected in the prior-year column.
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Modified Approach for Infrastructure Assets

The State has elected to use the modified approach for capitalizing infrastructure assets of the state highway
system (state roadways and bridges). Under the modified approach, the State does not report depreciation
expense for its roads and bridges but capitalizes all costs that add to their capacity and efficiency. All
maintenance and preservation costs are expensed. Under the modified approach, the State maintains an asset
management system to demonstrate that the infrastructure is preserved at or above established condition
levels. During the 2015-16 fiscal year, the actual amount spent on preservation was 48.0% of the estimated
budgeted amount needed to maintain the infrastructure assets at the established condition levels. Although the
amount spent fell short of the budgeted amount, the assessed condition of the State’s bridges and roadways is
better than the established condition baselines with 84.1% of lane miles judged to be of excellent, good, or
fair quality in the last completed pavement-condition survey. The State is responsible for maintaining 49,645
lane miles and 12,972 bridges.

The Required Supplementary Information includes additional information on how the State uses the modified
approach for infrastructure assets; it also presents the established condition standards, condition assessments,
and preservation costs.

Debt Administration

At June 30, 2016, the State had total bonded debt outstanding of $110.9 billion. Of this amount, $79.8 billion
(71.9%) represents general obligation bonds, which are backed by the full faith and credit of the State. The
current portion of general obligation bonds outstanding is $3.2 billion and the long-term portion is
$76.6 billion. The remaining $31.1 billion (28.1%) of bonded debt outstanding represents revenue bonds,
which are secured solely by specified revenue sources. The current portion of revenue bonds outstanding is
$1.7 billion and the long-term portion is $29.4 billion.

During the fiscal year, the State issued $7.3 billion in new general obligation bonds for governmental
activities, including: parks, clean water and clean air; reading and literacy improvement and public libraries;
safe drinking water; children’s hospitals; earthquake safety and public building rehabilitation; public primary,
secondary, community college and university education facilities; highway safety, traffic reduction, air quality
and port security; transportation; clean water, watershed protection and flood protection; water security, water
quality, water supply and river, coastal and beach protection; water conservation; seismic retrofit; wildlife,
coastal and parkland conservation; medical research; housing and emergency shelters; veterans’ homes; high
speed passenger train projects; and to refund previously outstanding general obligation bonds and commercial
paper. The State also issued $545 million in new general obligation bonds for veterans farm and home
buildings, a business-type activity.
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Table 5 presents a summary of all the primary government’s long-term obligations for governmental and
business-type activities.

Table 5

Long-term Obligations — Primary Government — Two-year Comparison
Years ended June 30, 2016 and 2015
(amounts in millions)

Governmental Activities Business-type Activities Total
2016 2015 2016 2015 2016 2015
Government-wide noncurrent liabilities
General obligation bonds .........cc.ccoveee, $ 75854 $ 77527 $ 736 $ 579 $ 76590 $ 78,106
Revenue bonds payable...........ccocooeininnen. 16,530 17,739 12,905 11,670 29,435 29,409
Total bonded debt ... 92,384 95,266 13,641 12,249 106,025 107,515
Net pension liability/obligation ................. 64,294 57,456 7,462 6,249 71,756 63,705
Net other postemployment
benefits obligation ..........cccccovvieiininnen. 24,967 21,594 851 735 25,818 22,329
Mandated cost claims payable ................... 2,764 2,377 — — 2,764 2,377
Loans payable .......c.coeeieiiencieieeee — — 3,112 5,671 3,112 5,671
Compensated absences payable ................. 3,777 3,681 201 188 3,978 3,869
Workers’ compensation benefits payable .. 3,528 3,448 3 3 3,531 3,451
Capital lease obligations .............cccccervrnen 345 215 346 1,136 691 1,351
Certificates of participation
and commercial paperl ............................ 771 482 47 89 818 571
Other noncurrent liabilities ...........c.ccooevee. 1,996 2,378 955 1,191 2,951 3,569
Total noncurrent liabilities ............... 194,826 186,897 26,618 27,511 221,444 214,408
Current portion of long-term obligations ..... 4777 5,071 2,278 2,078 7,055 7,149
Total long-term obligations .............. $ 199603 $ 191,968 $ 28896 $ 29589 $ 228499 $ 221557

Note: Prior-year adjustments recorded in the current year have not been reflected in the prior-year column.

L All certificates of participation were retired in fiscal year 2016.

During the year ended June 30, 2016, the primary government’s total long-term obligations increased by
$6.9 billion over the prior year’s balance. The largest increases were $8.1 billion in net pension liability and
$3.5 billion in other postemployment benefit obligations because the State does not fully fund these benefits.
The largest decrease was $2.6 billion in loans payable to the U.S. Department of Labor for prior-year
shortfalls in the unemployment program.

Note 9, Long-term Obligations, and Notes 10 through 16 include additional information on the State’s
long-term obligations.

In July 2015, Standard and Poor’s Rating Services raised the State’s general obligation rating to “AA-" from
“A+” citing the enactment of the State’s 2015-16 budget which marked an improved fiscal sustainability.
During the 2015-16 fiscal year, the ratings from Fitch Ratings and Moody’s Investors Service remained
unchanged at “A+” and “Aa3”, respectively.
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Economic Condition and Future Budgets

The Economy for the Year Ending June 30, 2016

California, along with the United States as a whole, completed its seventh year of economic recovery as the
State ended its fiscal year on June 30, 2016. California’s economy demonstrated continued economic growth
throughout the 2015-16 fiscal year. California’s personal income growth outperformed that of the nation as a
whole during the 2015-16 fiscal year, increasing by 5.2% compared with a 3.8% increase nationally.
Consequently, consumer spending increased, as demonstrated by a 2.8% increase in California’s new vehicle
registrations in the 2015-16 fiscal year and a $1.2 billion (5.1%) increase in sales and use tax revenue.

The State’s real estate market showed mixed signs of continued strength during the 2015-16 fiscal year. As of
June 2016, median prices for existing single family homes were 6.1% higher than June 2015, though sales
were essentially flat (down by 0.1%) and the pace of homebuilding had largely leveled off. As of June 2016,
the rate of new residential building permits issued increased by 1.7% to nearly 97,000 units compared to the
same period a year earlier. Nonresidential construction activity showed more strength relative to the
residential sector, with new permit activity increasing 15.9% during the 2015-16 fiscal year to $28.1 billion.

California’s labor market continued to add jobs during the 2015-16 fiscal year. Total employment for
June 2016 stood at 18.1 million jobs, a gain of more than 300,000 jobs from the same period a year earlier.
Mirroring the increase in jobs, the State’s unemployment rate fell from 6.2% in June 2015 to 5.4% in June
2016.

Economic Outlook for the 2016-17 Fiscal Year as of December 31, 2016

During the first several months of the 2016-17 fiscal year, California continued to experience job growth. By
December 2016, total employment was nearly 18.4 million jobs, reflecting a year-to-year increase of 500,000
jobs compared to December 2015. The unemployment rate largely held steady since June 2016, with only a
slight decrease to 5.2% by December 2016.

California’s personal income growth continued to outpace the nation during the beginning of the 2016-17
fiscal year, with total personal income for the third quarter of 2016 4.8% above the level observed in the same
period in 2015, compared with an increase of 3.6% nationally.

The State’s real estate market continued to show mixed results during the beginning of the 2016-17 fiscal
year. As of December 2016, median home prices were up by 4.0% over the same period one year earlier, but
the number of sales decreased 0.6% from the level observed in December 2015. New residential construction
activity also leveled off in the first half of the 2016-17 fiscal year with the number of permits for new
residential units coming in just under 100,000 units as of December 2016, an increase of 1.9% from the same
period one year earlier. The pace of nonresidential construction showed signs of slowing during the first half
of the 2016-17 fiscal year. The annual value of nonresidential permits for the period ending December 2016
had a year-to-year increase of 1.6%.

The State’s Department of Finance expects only moderate economic growth during the next two years,
although this economic recovery has already lasted longer than many previous recoveries, including the
expansion from 2001 to 2007. As the economic recovery matures and unemployment decreases, the pace of
job growth is expected to slow and inflation is expected to gradually rise.
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California’s 2016-17 Budget

California’s 2016-17 Budget Act was enacted on June 27, 2016. The Budget Act appropriated
$170.9 billion—$122.5 billion from the General Fund, $44.6 billion from special funds, and $3.8 billion from
bond funds. The General Fund’s budgeted expenditures increased by $6.9 billion, or 6.0% over last year’s
General Fund budget. When the budget was enacted, the General Fund’s revenues were projected to be
$120.3 billion after a $3.3 billion transfer to the Budget Stabilization Account (BSA), the State’s rainy day
fund. General Fund revenue comes predominantly from taxes, with personal income taxes expected to provide
67.5% of total revenue. California’s major taxes (personal income, sales and use, and corporation taxes) are
projected to supply approximately 98.1% of the General Fund’s resources in the 2016-17 fiscal year. When
the budget was enacted, the General Fund was projected to end the 2016-17 fiscal year with $8.5 billion in
total reserves—$6.7 billion in the BSA and $1.8 billion in the Special Fund for Economic Uncertainties
(SFEU), resulting in the fifth consecutive year of projected budget surplus in the General Fund.

In January 2017, the proposed 2017-18 Governor’s Budget provided revised General Fund revenue,
expenditure, and reserve estimates for the 2016-17 fiscal year. The revised estimate projects General Fund
revenue of $118.8 billion, expenditures of $122.8 billion, and total year-end reserves of $6.8 billion
—$6.7 billion in the BSA and only $47 million in the SFEU, which is $1.7 billion less than projected in
June 2016 for the enacted budget. Actual General Fund cash receipts for the first half of the 2016-17 fiscal
year have fallen short of the estimates used in preparing the enacted budget, which supports the need for
revised estimates. As of January 1, 2017, revenues were $1.7 billion less than forecasted for the first six
months of the fiscal year, while disbursements were $2.2 billion more than estimated. As a result, the General
Fund’s temporary borrowing was $4.0 billion more than projected, leaving a balance as of December 31, 2016,
of $17.8 billion in outstanding loans—comprised entirely of internal borrowing from special funds.

The majority of the spending plan for the 2016-17 fiscal year included funding that maintains existing state
policies or is based on spending allocations driven by constitutional funding requirements, such as the
Proposition 98 guaranteed minimum funding levels for K-12 schools and community colleges and the
Proposition 2 required minimum transfers to the BSA and minimum annual debt reduction payments. The
discretionary portion of the 2016-17 spending plan allocated $2.6 billion toward additional General Fund
reserves—an additional $2.0 billion transfer to the BSA and $600 million to the SFEU; funding for one-time
activities, such as $1.5 billion for repairing and replacing aged infrastructure, $500 million for building
affordable housing, and $200 million for drought-related activities; and ongoing funding augmentations for
specific programs, including $300 million to the University of California and California State Universities. To
offset the impact of reduced General Fund revenues in the 2016-17 fiscal year, the administration is proposing
to reduce or eliminate some of these discretionary items in the 2016-17 spending plan.

California’s 2017-18 Budget

The Governor released his proposed 2017-18 budget on January 10, 2017. The large revenue growth that the
State experienced in the past few years is beginning to slow and, if no action is taken, the Governor’s Budget
projects a budget shortfall (a gap between estimated revenue and expenditures) of $1.6 billion for the 2017-18
fiscal year. The proposed budget includes a variety of solutions to bring the State’s budget back into balance
for the 2017-18 fiscal year and future years, including a $1.7 billion reduction in the Proposition 98 minimum
funding guarantee for K-12 schools and community colleges based on the lower revenue estimates, a
$900 million elimination of uncommitted one-time spending included in the prior year budget (2016-17), and
a $600 million delay or elimination of proposed spending increases. After addressing the budget shortfall, the
2017-18 Governor’s Budget prioritizes the achievements made in recent years—more money for education,
an earned income tax credit for working families, raising the minimum wage, extending health care to
millions of Californians, paying down long-term liabilities, and continuing to plan and save for the next
recession.
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The 2017-18 Governor’s Budget projects (with all budget solutions enacted) that General Fund revenues and
transfers will be $124.0 billion and expenditures will be $122.5 billion, leaving an estimated year-end reserve
of $1.5 billion in the General Fund’s SFEU. Estimated 2017-18 General Fund revenues and transfers are 4.4%
higher than the revised 2016-17 fiscal year projection of $118.8 billion, but are 2.2% less than estimated for
the 2017-18 fiscal year in June 2016. The proposed 2017-18 General Fund expenditures are slightly less than
the revised 2016-17 fiscal year projected expenditures of $122.8 billion, but are 3.0% less than projected for
the 2017-18 fiscal year in June 2016.

In addition to the $1.5 billion reserve in the General Fund’s SFEU, the Governor’s budget projects that the
2017-18 fiscal year will end with $7.9 billion in the BSA for a total reserve of $9.4 billion. This would be an
increase of $1.2 billion in the BSA, the minimum transfer required by Proposition 2, and $1.5 hillion in the
SFEU over their estimated 2016-17 fiscal year ending balances. In accordance with the requirements of
Proposition 2, the budget proposes an equivalent $1.2 billion General Fund allocation for debt reduction that
includes partial repayment of special fund loans and pre-Proposition 42 transportation loans; partial settle-up
of prior-years’ Proposition 98 underfunding; contributions toward unfunded state retiree postemployment
health care benefits; and contributions toward unfunded University of California retirement benefits.

The Legislative Analyst’s Office (LAQO), California’s nonpartisan fiscal and policy advisor, believes the
Governor’s 2017-18 fiscal year revenue estimates are too low, but supports the Governor’s decision to build
reserves and limit any new commitments to one-time purposes in order to prepare for the next economic
downturn. Both the Governor and the LAO acknowledge that the State is facing uncertainties about the future
economy and potential changes to federal fiscal policy that could have significant financial impact on the
State’s budget and financial condition.

Requests for Information

The State Controller’s Office designed this financial report to provide interested parties with a general
overview of the State of California’s finances. Address questions concerning the information provided in this
report or requests for additional information through email to the State Controller’s Office, State Accounting
and Reporting Division at StateGovReports@sco.ca.gov. This report is also available on the State Controller’s
Office’s website at www.sco.ca.gov.
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Statement of Net Position

June 30, 2016
(amounts in thousands)

Primary Government

Governmental Business-type Component
Activities Activities Total Units
ASSETS
Current assets:
Cash and pooled investments ............ccocoovivnienerenne. $ 32,761,989 $ 6,915588 $ 39,677,577 $ 2,754,318
Amount on deposit with U.S. Treasury ..............c...... — 11,711 11,711 —
INVESIMENTS .....vevceieeec e 439,028 2,637,905 3,076,933 6,759,866
Restricted assets:
Cash and pooled investments ...........cccccoevereenencne 1,358,022 818,524 2,176,546 406,741
INVESTMENTES ...evveeecccee e — — — 3,190
Due from other governments ..........ccccoevvevvcrnnnn — 156,108 156,108 —
Net investment in direct financing leases .................. 53,923 12,356 66,279 —
Receivables (Net) .....ccovveeirrreieee e 17,166,891 1,984,477 19,151,368 3,986,304
Internal balancCes ..........ccccoveveveiiiiiie e, 224,839 (224,839) — —
Due from primary government ............ccccoceeeerenenen, — — — 170,203
Due from other governments ..........cc.ccocevveiencinnne 19,165,674 216,951 19,382,625 94,307
Prepaid itemMS .....coooveeeiieeee e 189,466 58,072 247,538 1,520
INVENTOTIES ..o 77,108 14,668 91,776 214,680
Recoverable power costs (Net) .......cccoevvrvrereienieennes — 72,000 72,000 —
Other CUIrreNt aSSELS ......ccvvvveiieiieiiee i 55,644 5,312 60,956 393,270
Total current assets .......ccocvveeeeeieiesesese e 71,492,584 12,678,833 84,171,417 14,784,399
Noncurrent assets:
Restricted assets:
Cash and pooled investments ...........ccccooveerieenenne 204,388 724,741 929,129 25,588
INVESTMENTS ... — 363,669 363,669 16,058
Loans receivable .........cccocveeiiciciccecee e, — 1,411,250 1,411,250 —
INVESTMENTS ..o — 1,757,874 1,757,874 26,905,181
Net investment in direct financing leases .................. 326,402 329,823 656,225 —
Receivables (Net) ..o 1,968,037 365,159 2,333,196 2,492,391
Loans receivable ..o, 4,458,159 3,045,643 7,503,802 3,240,601
Recoverable power costs (Net) .......cccoverveereienienanen — 3,245,000 3,245,000 —
Long-term prepaid Charges ..........coccceovvicrnnciennnnn, 2,383 1,279,465 1,281,848 —
Capital assets:
Land ..oooveeccec e 19,383,236 244,725 19,627,961 1,316,721
State highway infrastructure ..........cc.ccooceveienenne. 73,462,607 — 73,462,607 —
Collections — nondepreciable ... 22,627 16,206 38,833 445,038
Buildings and other depreciable property .............. 29,616,279 12,743,444 42,359,723 48,485,473
Intangible assets —amortizable ............c.cccoeerenee. 2,032,279 336,460 2,368,739 921,156
Less: accumulated depreciation/amortization ........ (13,399,721) (5,244,397) (18,644,118) (23,368,971)
Construction/development in progress ................... 15,316,059 1,639,244 16,955,303 3,091,841
Intangible assets — nonamortizable ................cc...... 426,186 113,531 539,717 5,098
Other NONCUITENt aSSELS ......covveveeieiecreecieccee e — 24,194 24,194 230,752
Total noncurrent assets ........ccccvveveeerveevieresereenenns 133,818,921 22,396,031 156,214,952 63,806,927
TOtal @SSELS ....vcveverecriieiecic e 205,311,505 35,074,864 240,386,369 78,591,326
DEFERRED OUTFLOWS OF RESOURCES ........ 7,725,585 1,328,282 9,053,867 5,657,571
Total assets and deferred outflows
OF rESOUICES ..o $ 213,037,000 $ 36,403,146 $ 249,440,236 $ 84,248,897

30 The notes to the financial statements are an integral part of this statement.
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Primary Government

Governmental Business-type Component
Activities Activities Total Units
LIABILITIES
Current liabilities:
Accounts payable ... $ 24535430 3 388,266 24,923,696 $ 2,326,701
Due to COmpOoNeNnt UNits .........ccocvrveirereririeeieieeee 170,203 — 170,203 —
Due to other goVernments ............ccoceevvervnereienerenes 8,433,603 131,762 8,565,365 —
Revenues received in advance .........ccceevveevveeiinnenns 1,531,190 337,229 1,868,419 1,241,723
Tax OVErpaymMeNts .......cccvevvererererinisieeeee e 5,294,406 — 5,294,406 —
DEPOSITS ...vevireveiieieieic et 467,642 — 467,642 824,745
Contracts and notes payable ..........cccccoveeiiiiiinnnn. 1,595 — 1,595 8,592
Unclaimed property liability .........ccccoveiiincinennn. 863,807 — 863,807 —
Interest payable ... 1,172,201 67,011 1,239,212 42,573
Securities lending obligations ..... SEURTTRRRRN — — — 866,650
Benefits payable ... — 437,574 437,574 —
Current portion of long-term obligations .................. 4,776,639 2,277,631 7,054,270 3,996,704
Other current liabilities ........cc.coceveivieiiiiiieccee e, 600,365 487,786 1,088,151 1,734,324
Total current Habilities .........ccccoevvevieiieiececece, 47,847,081 4,127,259 51,974,340 11,042,012
Noncurrent liabilities:
L0oans payable .........ccoeeieiiiiieee e, — 3,112,178 3,112,178 —
Lottery prizes and annuities ...........ccococerereienieeninnne — 708,900 708,900 —
Compensated absences payable ...........cccccceoeienenne. 3,777,407 200,898 3,978,305 310,665
Workers’ compensation benefits payable .................. 3,527,832 3,282 3,531,114 436,043
Commercial paper and other borrowings ................. 771,215 47,016 818,231 700
Capital lease obligations ...........ccccoevieneieieiiennnne 344,493 345,567 690,060 496,087
General obligation bonds payable .............cccccoveeeeee. 75,853,643 736,359 76,590,002 —
Revenue bonds payable ..., 16,530,008 12,904,897 29,434,905 20,108,214
Mandated cost claims payable ...........ccccccoeieiinnnnn. 2,764,469 — 2,764,469 —
Net other postemployment benefits obligation ......... 24,967,059 850,827 25,817,886 10,597,002
Net pension liability ..o, 64,294,029 7,462,215 71,756,244 15,352,733
Revenues received in advance .... e ——— — 14,271 14,271 —
Other noncurrent liabilities .........ccoevviiiiiecii, 1,995,504 232,124 2,227,628 2,154,140
Total noncurrent labilities .........c.ccccvevveveveieiinnn, 194,825,659 26,618,534 221,444,193 49,455,584
Total liabilities .........ccccvvveviiiiciieceee 242,672,740 30,745,793 273,418,533 60,497,596
DEFERRED INFLOWS OF RESOURCES. ............ 5,249,323 1,084,851 6,334,174 1,781,557
Total liabilities and deferred inflows
OF FESOUICES ...veveieeceeceeee e $ 247,922,063 $ 31,830,644 279,752,707 $ 62,279,153

The notes to the financial statements are an integral part of this statement.

(continued)
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Statement of Net Position (continued)

June 30, 2016
(amounts in thousands)

Primary Government

Governmental Business-type Component
Activities Activities Total Units
NET POSITION
Net investment in capital assets .......c.cccecevreeiirnnnas $ 104,596,917 $ 2,520,621 $ 107,117,538 $ 13,358,197
Restricted:
Nonexpendable — endowments.............cc.ccoverenne. — 8,653 8,653 5,927,327
Expendable:
Endowments and gifts .........ccooerviniiiiiiienes — — — 9,845,250
General government ..........ccccocevvvicineneiescn 3,729,072 279,304 4,008,376 —
EdUCALION ....ocvcviiiicicccccce e 808,286 112,239 920,525 1,363,748
Health and human Services ...........ccccevvvvevvveenen. 4,330,820 159,808 4,490,628 —
Natural resources and environmental
PrOtECTION ..o 4,569,098 1,688,061 6,257,159 —
Business, consumer services, and housing ......... 3,930,803 22,476 3,953,279 —
TransSportation ..........cccovervineiinc e 8,271,822 6,728 8,278,550 —
Corrections and rehabilitation ..... 648 — 648 —
Unemployment programs ...........ccceeevreenennens — 3,482,018 3,482,018 —
INENTUIE ... — — — 531,130
Statute ........cceveee e ———————— — — — 1,339,909
Other PUIPOSES .....cveuerveirierieesieesie e 3,420,422 — 3,420,422 28,431
Total expendable ... 29,060,971 5,750,634 34,811,605 13,108,468
Unrestricted (168,542,861) (3,707,406) (172,250,267) (10,424,248)
Total net position (deficit) ......cccocoveririciinininns (34,884,973) 4,572,502 (30,312,471) 21,969,744
Total liabilities, deferred inflows of
resources, and net Position ...........ccccceevnen. $ 213,037,000 $ 36,403,146 $ 249,440,236 $ 84,248,897

(concluded)

32 The notes to the financial statements are an integral part of this statement.
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Statement of Activities

Year Ended June 30, 2016
(amounts in thousands)

Program Revenues

Operating Capital
Charges Grants and Grants and
FUNCTIONS/PROGRAMS Expenses for Services Contributions Contributions
Primary government
Governmental activities:
General government ...........cccceevveveeeeeieeeieenenene 16,686,037 $ 6,525,736 $ 1,007,189 $ —
EAUCALION ..o 65,467,497 66,298 6,888,076 —
Health and human services ............cccccvvevevenene. 127,543,288 10,630,859 74,290,799 —
Natural resources and environmental
ProteCtioN ...c.ovcviieiciiiccceee e 6,988,442 4,823,861 472,533 —
Business, consumer services, and housing 814,676 823,189 68,197 —
Transportation .........cccccvveevieeceiece e, 12,120,820 4,532,300 3,866,244 1,480,351
Corrections and rehabilitation ...............ccc..... 11,875,294 19,411 35,789 —
Interest on long-term debt ...........ccoovevierinen. 4,231,581 — — —
Total governmental activities 245,727,635 27,421,654 86,628,827 1,480,351
Business-type activities:
EIECtriC POWET .....ooveviiiiecieccieeee e 728,000 728,000 — —
Water Resources 1,086,650 1,086,650 — —
State LOtEry ....covvevrvrnnen 6,315,957 6,367,902 — —
Unemployment Programs ... 11,458,966 13,866,028 — —
California State University 7,199,277 3,172,154 1,764,962 —
State Water Pollution Control Revolving 11,814 70,245 — 66,914
HOUSING LOAN ..o 55,627 53,617 — —
Other enterprise programs ...........ccoceeeeererereenns 84,188 82,029 — —
Total business-type activities ............cc.ccoeeenen. 26,940,479 25,426,625 1,764,962 66,914
Total primary government ................coco.... $ 272668114 $ 52,848,279 $ 88,393,789 $ 1,547,265
Component Units
University of California ............ccccooeeevvincicicnnn, 34,098,910 20,030,835 9,020,465 248,705
California Housing Finance Agency .........c.cceeue.... 204,542 37,896 — —
Nonmajor component UNitS ........c.cceevevvrverreeriennnns 2,033,126 1,039,572 640,574 29,230
Total component UNits ..........ccccveveveevivceeeninanee $ 36336578 $ 21,108,303 $ 9,661,039 $ 277,935
General revenues:
Personal INCOME TAXES .....c.ccviiviiiiicieie e
SAIES AN USE TAXES ..evvvieiiieieieii ettt ettt enan
COIPOFAtION TAXES ...vvvvveeeiieeet ettt
MOLOr VENICIE EXCISE TAX ...vvivieieieiieieiee et
INSUFANCE TAXES ...veveeveiieeitiecte ettt et et aenbe e e e teenaenaeeneeas
OLhEI TAXES ..vvveieie ettt e s be et e et e st e e e saesresreereens
Investment and interest iNCOME (10SS)........cvvrvireirnreiiiiseee e
ESCRBAL ...ttt
OTNEE e e et

Gain on early extinguishment of debt .......
TFANSTEIS .ottt st e a et reere et

Total general revenues and transfers ...,
Change in NEt POSILION .......cveiviuiiiiiceice s

Net position (deficit) — DeginniNg ..ot

34

Net position (deficit) — ending
* Restated

The notes to the financial statements are an integral part of this statement.
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Net (Expenses) Revenues and Changes in Net Position

Primary Government

Governmental Business-type
Activities Activities

Total

Component
Units

$  (9,153,112)
(58,513,123)

$  (9.153,112)
(58,513,123)

(42,621,630) (42,621,630)
(1,692,048) (1,692,048)
76,710 76,710
(2,241,925) (2,241,925)
(11,820,094) (11,820,094)
(4,231,581) (4,231,581)
(130,196,803) (130,196,803)
$ J— —

51,945 51,945

2,407,062 2,407,062

(2,262,161) (2,262,161)

125,345 125,345

(2,010) (2,010)

(2,159) (2,159)

318,022 318,022

$ (130,196,803) $ 318,022

$ (129,878,781)

$  (4,798,905)

(166,646)
(323,750)

$  (5289301)

$ 80303076 $ — $ 80303076 $ —
39,121,061 — 39,121,061 —
9,213,173 — 9,213,173 —
5,028,589 — 5,028,589 —
4,203,885 — 4,203,885 —
2,158,874 — 2,158,874 —
131,615 — 131,615 (63,506)
304,960 — 304,960 —

— — — 3,277,793

40,516 — 40,516 —
(2,800,101) 2,800,101 — —
137,705,648 2,800,101 140,505,749 3,214,287
7,508,845 3,118,123 10,626,968 (2,075,014)
(42,393,818) * 1,454,379 (40,939,439) 24,044,758 *

$ (34,884973) $ 4572502 $ (30,312,471) $ 21,969,744

The notes to the financial statements are an integral part of this statement.
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Balance Sheet
Governmental Funds

June 30, 2016

(amounts in thousands)

ASSETS

Cash and pooled INVESIMENTS ........coviiiiiicic e
INVESTMENTS ...
ReCEIVADIES (NEL) ...
Due from other fUNAS ........ccceoviiiiiiecc e
Due from other QOVEIMMENTS ........cccovrvriiveinireiirsieee e
Interfund receivables ..........coooeiiiiiii e
L0aNS reCEIVADIE .......cvvivieieiecc s
OFNEE ASSELS ...eveeirieiiieie ettt

TOTAl ASSELS...ueiviiviiiieiiiecie ettt

LIABILITIES

ACCOUNTS PAYADIE ..o
DUE t0 Other FUNAS .....coveviviiccie e
Due t0 COMPONENE UNITS ...t
Due to Other QOVEIMMENTS ........ceiiiviieiisieiciesce e
Interfund Payables ..o
Revenues received in adVanCe ...
TaX OVEIPAYMENTS ..cvieiiirieieiieiieeee e
DIEPOSITS ...ttt
INterest PAYADIE ..o
Unclaimed property liability ...
Other labIlItIeS ........cviiiiiiccee e

Total [ADIIITIES ..c.ocveveeece e
DEFERRED INFLOWS OF RESOURCES ..........cooeviiee e
Total liabilities and deferred inflows of resources .....................

FUND BALANCES

NONSPENAADIE .....coviviiciciece s
RESIICIEA ...
COMMITEE ..o aeaare st eareas
ASSIGNEA ...t
UNASSIGNE ..ot

Total fund balancCes ..........cccccvviiieiccc e

Total liabilites, deferred inflows of resources, and fund balances

38

General Federal
5,232,634 $ 332,432
13,814,675 14,950
1,470,536 —
286,667 17,897,348
69,034 —
43,283 240,613
13,762 —
20,930,591 $ 18,485,343
1,821,395 $ 1,193,869
3,823,174 14,696,218
137,882 —
2,005,713 2,270,505
3,983,168 —
726,648 47,207
5,294,406 —
1,848 —
— 846
863,807 —
340,648 15,879
18,998,689 18,224,524
1,570,174 12,985
20,568,863 18,237,509
75,939 —
4,044,911 247,834
68,102 —
(3,827,224) —
361,728 247,834
20,930,591 $ 18,485,343

The notes to the financial statements are an integral part of this statement.
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Environmental

and Natural Nonmajor

Transportation Resources Governmental Total
$ 5,502,453 $ 8,110,249 % 12,328,681 31,506,449
— — 439,028 439,028
948,967 509,734 3,691,001 18,979,327
961,034 362,169 1,140,413 3,934,152
5,598 53,425 909,805 19,152,843
2,424,616 454,800 801,246 3,749,696
— 1,424,076 2,750,187 4,458,159
30,722 — 11,160 55,644
$ 9,873,390 $ 10,914,453 $ 22,071,521 82,275,298
$ 362,920 % 476,704  $ 847,986 4,702,874
136,424 42,173 4,419,317 23,117,306
— — 32,321 170,203
241,914 54,264 4,196,870 8,769,266
10,864 14,790 23,975 4,032,797
20,023 149,491 113,179 1,056,548
— — — 5,294,406
2,640 915 461,092 466,495
— — — 846
— — — 863,807
457,772 12,865 145,725 972,889
1,232,557 751,202 10,240,465 49,447,437
101,916 36,157 182,484 1,903,716
1,334,473 787,359 10,422,949 51,351,153
— — 11,188 87,127
8,487,110 6,140,880 10,009,342 28,930,077
51,807 3,987,251 1,613,420 5,720,580
— — 14,622 14,622
— (1,037) — (3,828,261)
8,538,917 10,127,094 11,648,572 30,924,145
$ 9,873,390 $ 10,914,453 $ 22,071,521 82,275,298

The notes to the financial statements are an integral part of this statement.
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Reconciliation of the Governmental Funds
Balance Sheet to the Statement of Net Position

(amounts in thousands)

Total fund balances — governmental funds

Amounts reported for governmental activities in the Statement of Net Position are different from those in the
Governmental Funds Balance Sheet because:

« The following capital assets used in governmental activities are not financial resources and, therefore, are

not reported in the funds:

Land 19,381,154
State highway infrastructure 73,462,607
Collections — nondepreciable 22,627
Buildings and other depreciable property 29,012,566
Intangible assets — amortizable 1,966,630
Less: accumulated depreciation/amortization (12,915,431)
Construction/development in progress 14,199,912
Intangible assets — nonamortizable 426,186

State revenues that are earned and measurable, but not available within 12 months of the end of the reporting
period, are reported as deferred inflows of resources in the funds.

Internal service funds are used by management to charge the costs of certain activities, such as building
construction and architectural, procurement, and technology services, to individual funds. The assets and
liabilities of the internal service funds are included in governmental activities in the Statement of Net
Position, excluding amounts for activity between the internal service funds and governmental funds.

Bond premiums/discounts and prepaid insurance charges are amortized over the life of the bonds and are
included in the governmental activities in the Statement of Net Position.

Deferred inflows and outflows of resources related to pension transactions are not reported in the funds.

Deferred inflows and outflows of resources resulting from bond refunding gains and losses, respectively, are
amortized over the life of the bonds and are not reported in the funds.

General obligation bonds and related accrued interest totaling $75,977,987, revenue bonds totaling
$6,936,807, and commercial paper totaling $771,215 are not due and payable in the current period and are
not reported in the funds.

The following liabilities are not due and payable in the current period and are not reported in the funds:

Compensated absences (3,622,022)
Capital leases (370,182)
Net pension liability (63,131,928)
Net other postemployment benefits obligation (24,370,278)
Mandated cost claims (2,764,469)
Workers” compensation (3,485,636)
Proposition 98 funding guarantee (996,740)
Pollution remediation obligations (1,021,854)
Other noncurrent liabilities (14,133)

Net position of governmental activities

40

The notes to the financial statements are an integral part of this statement.

$ 30,924,145

125,556,251

1,903,716

(7,798,090)

(4,381,983)

1,810,250

563,989

(83,686,009)

(99,777,242)

$ (34,884,973
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Statement of Revenues, Expenditures,
and Changes in Fund Balances
Governmental Funds

Year Ended June 30, 2016

(amounts in thousands)

REVENUES

Personal income taxes
Sales and use taxes

COIPOTALION TAXES .....vevevsereeeeii sttt eb et n s

Motor vehicle excise taxes

INSUFANCE TAXES ..veiievieitie et e ettt et e ettt e et e e e et e e ett e e e be e e baeeesbeeeabeeaabaeeesteeanbeeebaseanseeebeeanteaeans

Other taxes ...

INErGOVEIMMENTAL .....cviviicicic ettt a bbb r e
LICENSES ANT PEIMILS ...ttt
Charges fOr SEIVICES ....e.vviieiiiiieieiiisieie ettt

Fees ...

EXPENDITURES

Current:

GENETAl GOVEINIMENT ....voeiieiceiciei et ettt

Education ..

Health and human SEIVICES ........covoiiiiiiiiieic s
Natural resources and environmental ProteCtion .............ccoceovreeieniineine e

Business, consumer services, and housing

TrANSPOITALION ..vvviiee ettt
Corrections and rehabilitation .........c.ccoceviiiiiie e

Capital outlay

Debt service:

Bond and commercial paper retireMent ...........ccooevviieiieiieiecisee e
Interest and fiSCal ChAIGES ........covvviieiiiiei e
TOtal EXPENAITUIES ..o e
Excess (deficiency) of revenues over (under) eXpenditures ............cccoveeienineicrennns
OTHER FINANCING SOURCES (USES)

General obligation bonds and commercial paper iSSUEd ...........coceoviirriireineneeseeeeee
RefUNAING dEDT ISSUBT .......vcviiiiieiiieeciece et
Payment to refund 10ng-term debt ...........cooiiiiiiiic s
Premium 0N DONAS ISSUEH ..ottt

Capital leases

Transfers in ...

Transfers out

Total other finaNCING SOUICES (USES) ...cvviviriiveieriiiirieieiesisteiee st stesess e sieeanens
Net change in fUNd DAIANCES ...........cviiriiriiiii e
Fund balances (deficit) — DegiNNING .........ccccoviiiiiinicic e
FUund balances — BNAING .......coviiiiiic e

* Restated

42

General Federal
78,510,777  $ —
24,837,111 —

9,214,173 —
113,000 —
2,569,104 —
599,375 —
— 88,096,152

6,929 —
329,038 —
288,858 —
273,936 40
42,819 —
304,945 —
483,357 —
117,573,422 88,096,192
4,577,584 979,580
57,456,958 6,875,091
31,685,307 73,788,372
1,696,631 287,972
27,544 65,254

— 5,335,202
9,935,849 35,789
1,148,774 —
2,434,028 8,970
2,841,773 2,423
111,804,448 87,378,653
5,768,974 717,539
113,106 —
1,148,774 —
626,175 —
(5,066,669) (687,585)
(3,178,614) (687,585)
2,590,360 29,954
(2,228,632) 217,880
361,728 $ 247,834

The notes to the financial statements are an integral part of this statement.
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Environmental

and Natural Nonmajor

Transportation Resources Governmental Total
— 3 — 1,423,508 $ 79,934,285
464,607 — 13,834,322 39,136,040
— — — 9,214,173
4,788,282 26,649 100,658 5,028,589
— — 1,634,781 4,203,885
— 152,988 1,433,327 2,185,690
— — 2,973,601 91,069,753
4,329,468 405,514 2,870,640 7,612,551
140,302 131,846 268,956 870,142
20,458 2,487,994 7,985,780 10,783,090
42,611 63,004 720,018 1,099,609
58,722 56,683 74,061 232,285
2 — 447 305,394
123,745 2,185,530 1,257,157 4,049,789
9,968,197 5,510,208 34,577,256 255,725,275
262,408 55,202 10,841,118 16,715,892
1,935 2,567 876,991 65,213,542
2,806 50,595 21,674,234 127,201,314
164,628 3,908,418 220,714 6,278,363
97,265 72,604 867,546 1,130,213
9,399,244 70,979 9,404 14,814,829
— — 1,479,342 11,450,980
— 237,238 106,430 1,492,442
997,241 516,397 2,973,230 6,929,866
6,704 20,772 1,186,235 4,057,907
10,932,231 4,934,772 40,235,244 255,285,348
(964,034) 575,436 (5,657,988) 439,927
2,051,115 846,870 1,176,995 4,074,980
331,870 766,015 4,122,435 5,220,320
(2,790) (823,890) (3,551,648) (4,378,328)
157,554 166,973 600,287 1,037,920
— — — 1,148,774
10,021 235,941 3,512,986 4,385,123
(1,261,882) (14,098) (99,908) (7,130,142)
1,285,888 1,177,811 5,761,147 4,358,647
321,854 1,753,247 103,159 4,798,574
8,217,063 8,373,847 11,545,413 * 26,125,571
8,538,917 $ 10,127,094 $ 11,648,572 $ 30,924,145

The notes to the financial statements are an integral part of this statement.
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Reconciliation of the Statement of Revenues,
Expenditures, and Changes in Fund Balances of Governmental
Funds to the Statement of Activities

(amounts in thousands)

Net change in fund balances — total governmental funds $ 4,798,574

Amounts reported for governmental activities in the Statement of Activities are different from those in the
Statement of Revenues, Expenditures, and Changes in Fund Balances of Governmental Funds because:

» Governmental funds report capital outlays as expenditures. However, in the Statement of Activities, the cost
of those assets is allocated over their estimated useful lives as depreciation expense. In the current year, these
amounts are:

Purchase of assets 7,550,591
Disposal of assets (3,899,467)
Depreciation expense, net of asset disposal (760,016)
2,891,108
« Some revenues in the Statement of Activities do not provide current financial resources and, therefore, are 234,735
unavailable in governmental funds.
« Internal service funds are used by management to charge the costs of certain activities, such as building (65,414)
construction and architectural services, procurement, and technology, to individual funds. The net revenue
(expense) of the internal service funds is reported with governmental activities.
» The issuance of long-term debt instruments provides current financial resources to governmental funds,
while the repayment of the principal of long-term debt is an expenditure of governmental funds. Neither
transaction, however, has any effect on the Statement of Activities. Also, governmental funds report the
effect of premiums, discounts, and similar items when debt is first issued, whereas these amounts are
deferred and amortized in the Statement of Activities. The following shows the effect of these differences in
the treatment of long-term debt and related items:
Certificates of
General Participation and
Obligation Revenue Commercial
Bonds Bonds Paper Total
Debt issued (7,316,280) (162,500) (1,816,520) (9,295,300)
Premium on debt issued (1,017,928) (19,992) — (1,037,920)
Accreted interest — (45,346) — (45,346)
Principal repayments 5,302,930 87,831 1,539,105 6,929,866
Payments to refund long-term debt 4,172,348 205,980 — 4,378,328
Related expenses not reported
in governmental funds:
Premium/discount amortization 362,554 20,507 (30) 383,031
Deferred gain/loss on refunding (33,143) (16,028) (46) (49,217)
Prepaid insurance — (619) — (619)
Accrued interest (6,251) 1,132 — (5,119)
1,464,230 70,965 (277,491) 1,257,704

(continued)

44 The notes to the financial statements are an integral part of this statement.
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» The following expenses reported in the Statement of Activities do not require the use of current financial
resources and, therefore, are not recognized as expenditures in governmental funds. Once the use of current
financial resources is required, expenditures are recognized in governmental funds but are eliminated from
the Statement of Activities. In the current period, the net adjustment consists of:

Compensated absences (94,077)
Capital leases (95,422)
Net pension liability 1,598,122
Net other postemployment benefits obligation (3,294,378)
Mandated cost claims 23,170
Workers’ compensation (84,046)
Proposition 98 funding guarantee 259,729
Pollution remediation obligations 75,782
Other noncurrent liabilities 3,258

(1,607,862)

Change in net position of governmental activities $ 7,508,845

(concluded)

The notes to the financial statements are an integral part of this statement. 45
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Statement of Net Position
Proprietary Funds

June 30, 2016

(amounts in thousands)

Water
Electric Power Resources
ASSETS
Current assets:
Cash and pooled INVESIMENTS ........cccviueeiiieieiese e ene s $ — 550,968
Amount on deposit With U.S. TIEASUIY .......ccuriririeiririeieiisieieissees e — —
N TS 1T ) TSP — —
Restricted assets:
Cash and pooled INVESTMENTS ..........coiiiiiiieeseeere e 581,000 —
Due from other governments .................... — —
Net investment in direct financing leases ..... — —
Receivables (net) .......... — 119,701
Due from other funds 4,000 1,265
Due from other governments ...... — 38,596
PrePaid ITBMS ....cvieieeci bt — —
A2 a (0T 1= SRR — 5171
Recoverable POWET COSES (NEL) ...vvvivieiiiirciiieieee e 72,000 —
OFher CUITENT @SSELS ...vvirieiiiteietiiiee sttt sttt sttt sttt eneenens — —
TOTAl CUITENT ASSELS ...ttt bbbt 657,000 715,701
Noncurrent assets:
Restricted assets:
Cash and Pooled INVESTMENTS ..........ceiiiiiieesiee e 609,000 115,661
INVESTMENTS ..ttt 302,000 61,669
LOANS TECEIVADIE .....ocviiiiieie et — —
INVESTIMENTS ...ttt ettt bbbt n e — —
Net investment in direct finanCing [€ASES ..........ccccevveiiiiiiiiici e, — —
RECEIVADIES (NEL) ..viiviiiieiiciicie ettt aens — —
INTErfUNd rECEIVADIES ... s — 92,011
LOANS TECEIVADIE ...ttt — 12,968
Recoverable POWET COSES (NEL) ...viviiiriiieiiieicesee e 3,245,000 —
Long-term prepaid ChAarges ........cciveiiieiic et — 1,270,731
Capital assets:
LN bbbttt — 147,681
Collections — NONAEPreCiADIE ............ciiiiiiiii s — —
Buildings and other depreciable Property ..........cccccooeeerieiseiiecesee s — 4,717,570
Intangible assets — amortizable ... — 36,994
Less: accumulated depreciation/amortization ............ccccoceveviiiriiiieise e — (2,084,676)
Construction/development iN PrOGIESS .......cccevieeierieririeesee e, — 769,871
Intangible assets — NONAMOTtIZabIE ...t — 111,883
OLhEr NONCUITENE ASSELS ....vuvveviiteienisitete ettt ettt ettt ettt — —
TOLAl NONCUITENT ASSELS ....vveeieie ettt ettt e et e sttt e e st e e s bt e e sat e s st e e sbaessbbeesataesaneas 4,156,000 5,252,363
B ) 7= LIS TSI £ 4,813,000 5,968,064
DEFERRED OUTFLOWS OF RESOURCES 118,000 230,231
Total assets and deferred outflows of reSOUICES ........ccovveevieicie i $ 4,931,000 6,198,295

46 The notes to the financial statements are an integral part of this statement.



Fund Financial Statements

Governmental
Business-type Activities — Enterprise Funds Activities
State Unemployment California State Nonmajor Internal
Lottery Programs University Enterprise Total Service Funds
$ 741,273 3,979,688 $ 634,165 $ 1,009,494 $ 6,915,588 1,255,540
— 11,711 — — 11,711 —
88,393 — 2,549,512 — 2,637,905 —
— — — 237,524 818,524 1,358,022
— — — 156,108 156,108 —
— — 12,356 — 12,356 453,875
461,786 1,211,282 158,103 33,605 1,984,477 91,280
1,394 7,667 823 1,578 16,727 515,148
— 36,730 — 141,625 216,951 12,831
— 5,223 52,849 — 58,072 189,466
7,066 — — 2,431 14,668 77,108
— — — — 72,000 —
5,312 — — — 5,312 —
1,305,224 5,252,301 3,407,808 1,582,365 12,920,399 3,953,270
— — 80 — 724,741 204,388
— — — — 363,669 —
— — — 1,411,250 1,411,250 —
840,662 — 900,055 17,157 1,757,874 —
— — 329,823 — 329,823 7,267,038
— 76,086 289,073 — 365,159 —
— 308,233 — 1,600 401,844 25,363
— — 81,246 2,951,429 3,045,643 —
— — — — 3,245,000 —
8,734 — — — 1,279,465 1,373
11,577 — 84,195 1,272 244,725 2,082
— — 16,206 — 16,206 —
235,507 23,307 7,748,225 18,835 12,743,444 603,713
— 166,966 130,913 1,587 336,460 65,649
(83,168) (31,541) (3,027,327) (17,685) (5,244,397) (484,290)
— 86,302 782,857 214 1,639,244 1,116,147
— — 1,648 — 113,531 —
— — 17,798 6,396 24,194 —
1,013,312 629,353 7,354,792 4,392,055 22,797,875 8,801,463
2,318,536 5,881,654 10,762,600 5,974,420 35,718,274 12,754,733
20,125 29,029 922,449 8,448 1,328,282 191,843
3$ 2,338,661 5,910,683 $ 11,685,049 $ 5,982,868 $ 37,046,556 12,946,576

The notes to the financial statements are an integral part of this statement.

(continued)
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Statement of Net Position (continued)
Proprietary Funds

June 30, 2016

(amounts in thousands)

LIABILITIES
Current liabilities:
ACCOUNTS PAYADIE ...t
DUE 10 OTNEE FUNS ...ttt
DUE t0 Other QOVEIMMENLS ......cveuiriiieiiiiit ettt
Revenues received iN A0VANCE ..........ciiiiiiiicere et
(DT o 01 | TSSOSO PSP
Contracts and NOLES PAYADIE ........ceiieiiiiiee e
INTErESE PAYANIE . ...viiieiicce e
Benefits PAYADIE ..o e
Current portion of long-term obligations ..........ccccviiiiinieiiii e
Other current HabilItIeS ........oooviiiei e
Total current HabilitIes ..........oovveiiiicc s
Noncurrent liabilities:
INErfUN PAYADIES ...
LOANS PAYADIE ...ttt
Lottery prizes and anNNUITIES ........coceviirioiiiicesiee e
Compensated abSenCes PAYALIE .........ccciiiiiiii s
Workers” compensation benefits payable ..........c.ccoeiiiiiiiiiiiccc
Commercial paper and 0ther DOFTOWINGS ........coiiiiiiiiieere s
Capital 16aSe 0DlIGAtIONS........ciiiiiiiiiceice et
General obligation bonds payable ...
Revenue honds Payable ... s
Net other postemployment benefits 0bligation ...
Net PENSION THADTITY ....oviiiiiiicec s
Revenues received iN A0VANCE ........oci it
Other NONCUITENt IADTTTIES .....o.vviieiiieiee e
Total noncurrent HabIIITIES ..........oooiieii e
TOtal HADIIITIES ..o
DEFERRED INFLOWS OF RESOURCES ..ot
Total liabilities and deferred inflows of reSOUICES ..........cccoovvvviriiiciinieee
NET POSITION
Net investment in Capital BSSELS ........cccvovrriiiirice s
Restricted:
Nonexpendable — ENAOWMENTS .......c..oviiiiieciee e
Expendable:
CONSTIUCTION ..ttt ettt b et ettt e et et e e e s e e e ete e
DD SEIVICE ..vveeiiiiieieiieie ettt ettt
Security fOr reVENUE DONAS .......ccooviiiiiieci s
[0 1] VOO PRRRTRRR
UNemMPIOYMENE PrOGIAMS ....c.vveverieierereieeeseesesteseesessesesessesesessessesesessssesesessesesessnsssens
OLNET PUIPOSES ..ttt ettt et
Total eXPENAADIE. ..o
UNEESEICTEA ...vvetee bbbttt
Total net position (deficit)... ‘
Total liabilities, deferred inflows of resources, and net position ..............c.ccc......

Water

Electric Power Resources
2,000 115,898
— 39,370
— 94,551
37,000 11,229
756,000 199,665
795,000 460,713
405 25,888
— 42,776
— 88,300
4,124,000 2,636,703
6,595 230,198
5,000 485,502
— 89,684
4,136,000 3,599,051
4,931,000 4,059,764
— 933,103
4,931,000 4,992,867
— 1,155,487
— 49,941
— 49,941
— 1,205,428
4,931,000 6,198,295

48 The notes to the financial statements are an integral part of this statement.



Fund Financial Statements

Governmental
Business-type Activities — Enterprise Funds Activities
State Unemployment California State Nonmajor Internal
Lottery Programs University Enterprise Total Service Funds
$ 42,190 $ 2,769 % 223,033 $ 2,368 383,258 $ 431,786
384,733 217,160 — 2,155 643,418 106,081
— 37,207 — 4 131,762 60,018
2,859 44,569 289,763 38 337,229 474,642
— — — — — 1,147
— — — — — 8,779
— — — 18,782 67,011 109,738
— 437,574 — — 437,574 —
976,209 — 301,653 44,104 2,277,631 547,641
214 38,288 449,270 14 487,786 38,691
1,406,205 777,567 1,263,719 67,465 4,770,669 1,778,523
— — — — — 144,106
— 3,112,178 — — 3,112,178 —
708,900 — — — 708,900 —
— 54,426 109,575 10,604 200,898 160,434
2,260 — — 1,022 3,282 42,196
— — 4,240 — 47,016 —
— — 345,567 — 345,567 —
— — — 648,059 736,359 —
— — 5,340,583 803,611 12,904,897 9,473,620
58,564 173,273 368,803 13,394 850,827 596,781
104,521 252,559 6,578,194 36,439 7,462,215 1,162,101
— — 14,271 — 14,271 —
— — 93,619 48,821 232,124 20,818
874,245 3,592,436 12,854,852 1,561,950 26,618,534 11,600,056
2,280,450 4,370,003 14,118,571 1,629,415 31,389,203 13,378,579
2,248 5,505 143,167 828 1,084,851 25,499
2,282,698 4,375,508 14,261,738 1,630,243 32,474,054 13,404,078
163,916 245,034 951,956 4,228 2,520,621 383,387
— — 8,653 — 8,653 —
— — 19,752 — 19,752 130,894
— — 46,769 66,876 163,586 —
— — — 1,567,358 1,567,358 —
146,174 — — — 146,174 —
— 3,482,018 — — 3,482,018 —
— — 45,718 326,028 371,746 —
146,174 3,482,018 112,239 1,960,262 5,750,634 130,894
(254,127) (2,191,877) (3,649,537) 2,388,135 (3,707,406) (971,783)
55,963 1,535,175 (2,576,689) 4,352,625 4,572,502 (457,502)
$ 2,338,661 $ 5,910,683 $ 11,685,049 $ 5,982,868 37,046,556 $ 12,946,576

The notes to the financial statements are an integral part of this statement.

(concluded)
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Statement of Revenues, Expenses, and
Changes in Fund Net Position
Proprietary Funds

Year Ended June 30, 2016

(amounts in thousands)

Water
Electric Power Resources
OPERATING REVENUES
Unemployment and disability iNSUIANCE ..........ccvurirririeriierieiniieisee e $ — $ —
LOLErY tICKEL SIS ...t s — —
POWET SAIES ...ttt ettt ettt e e et e et e e b e e e e ba e s aaeebaesae e beesteeteeraeanns (182,000) 71,236
Student tUIION AN FEES .....viieicce s — —
SEIVICES AN SAIES ....eveivieieii ettt ettt et e st eae e st e et e et e st e ertesaeeereesreereens — 1,015,414
INVESTMENT QNG INTEIESTE ....veiiieii ettt — —
=] 1 ST SUSPR — —
GrantS @N0 CONEFACES ......voviiierieiiieii ettt ettt ettt et e s e enens — —
(0121 SO PRPPP — —
Total OPErating FEVENUES ......c.ccvcvviviietiiiesietet ettt be st eebe e eresbe e (182,000) 1,086,650
OPERATING EXPENSES
LOTEEIY PIIZES ...viviviiceieteee ettt sttt et st e ettt e sttt sbens b nn e — —
Power purchases (net of recoverable POWEr COSES) .......covviverveiiiiiiiiiiiceee e (191,000) 219,661
PEISONAL SEIVICES ...ttt ettt — 363,980
SUPPIIES ettt ettt bbbttt n s — —
SErVICES AN CHAIGES ..o.vovivieictiieii ettt sttt e b bt et e b e 9,000 147,946
DEPIECIALION ...vvviviiiietcte ettt bbbt e ettt s b e et e bt e st e st b s enesnens — 77,170
Scholarships and fEHOWSHIPS ........cciviiiiiiicicccecc e — —
Distributions t0 DENEFICIANIES .........oviveiiirieee s — —
INTEIESE EXPENSE ..ottt ettt bbbttt es — —
Amortization of long-term prepaid Charges .........ccocevveieieiciieiesccee e — —
(0131 OO ST PP — 65,004
Total OPErating EXPENSES .....cueiveiereeeeteriereateeereeeeesee e re s et eteee st et eteseeneasenesseneesesseneane, (182,000) 873,761
Operating iNCOME (I0SS) ......veviiviieiiieeiieee ettt — 212,889
NONOPERATING REVENUES (EXPENSES)
DONAtiONS AN GRANTS .....ovviviiviiceiiiee sttt sttt et b nesnens — —
PrIVALE GITES 1.viviiviitiictiice ettt — —
Investment and INTEreSt INCOME .......veueiiiieieeiece e 910,000 —
Interest expense and fisCal CRAIGES .........ccccoviiiiiiiiice s (910,000) (106,978)
Lottery payments fOr @dUCALION ..........cccciriiiieiciccee st — —
10111 OO SO E OSSPSR PSPSPPRRRRPO — (105,911)
Total nonoperating reVENUES (EXPENSES) ....cveueiurerrereererererieseeieseesessesesseseeesaesesseseeeas — (212,889)
Income (loss) before capital contributions and transfers ...........ccocveveieiicencieicicceen — —
Capital CONIIBULIONS ... — —
Gain on early extinguishment of debt ..o — —
TTANSTEIS TN 1.ttt sttt be e e e b et et e sbesbeeaeensententeees — —
TFANSTEIS QUL 1.ttt sttt et e be e e b e b et e sbesbesneensenbeseees — —
Change iN NEt POSITION .....euiiieiiiiieie e, — —
Total net position (deficit) — BeginNiNg ... — 1,205,428
Total net position (deficit) — eNAING ..o $ —  $ 1,205,428
*Restated

50 The notes to the financial statements are an integral part of this statement.



Fund Financial Statements

Governmental
Business-type Activities — Enterprise Funds Activities
State Unemployment California State Nonmajor Internal
Lottery Programs University Enterprise Total Service Funds
$ —  $ 13,847,329 $ — 3 — 3 13,847,329 —
6,275,597 — — — 6,275,597 —
— — — — (110,764) —
— — 2,204,941 — 2,204,941 —
— — 533,959 93,817 1,643,190 2,896,039
— — — 107,204 107,204 9,258
— — — 209 209 404,816
— — 73,161 — 73,161 —
— — 200,497 2,306 202,803 —
6,275,597 13,847,329 3,012,558 203,536 24,243,670 3,310,113
3,955,791 — — — 3,955,791 —
— — — — 28,661 —
79,415 177,623 4,578,876 44,307 5,244,201 875,130
19,807 — 1,212,500 35,672 1,267,979 10,222
647,386 125,129 — 33,516 962,977 1,964,227
13,529 7,144 302,916 284 401,043 50,858
— — 881,578 — 881,578 —
— 11,149,036 — — 11,149,036 —
— — — 33,428 33,428 453,052
— — — — — 3,608
— 34 — 321 65,359 —
4,715,928 11,458,966 6,975,870 147,528 23,990,053 3,357,097
1,559,669 2,388,363 (3,963,312) 56,008 253,617 (46,984)
— — 1,764,962 — 1,764,962 —
— — 68,010 — 68,010 —
92,112 18,699 65,962 2,166 1,088,939 858
(36,879) — (223,407) (2,199) (1,279,463) (18)
(1,563,150) — — — (1,563,150) —
193 — 25,624 (1,713) (81,807) (5,079)
(1,507,724) 18,699 1,701,151 (1,746) (2,509) (4,239)
51,945 2,407,062 (2,262,161) 54,262 251,108 (51,223)
— — — 66,914 66,914 375
— — — — — 40,516
— — 2,800,101 — 2,800,101 1,459
— — — — — (56,541)
51,945 2,407,062 537,940 121,176 3,118,123 (65,414)
4,018 (871,887) (3,114,629) 4,231,449 1,454,379 (392,088) *
3$ 55,963 $ 1535175 $ (2,576,689) $ 4,352,625 $ 4,572,502 (457,502)
The notes to the financial statements are an integral part of this statement. 51
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Statement of Cash Flows
Proprietary Funds

Year Ended June 30, 2016

(amounts in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from CUStOMErs/EMPIOYELS ........c.ciiriiiiiiriieci e
Receipts from interfund Services provided ...........cccoveeinnicinieeece s
PaYMENTS t0 SUPPHIETS ...ttt
Payments t0 EMPIOYEES .......cccviiiiiiii ittt
Payments for interfund SErviCeS USEA ...........covieiririiiieiee e
PaymMents fOr LOLLENY PriZES .....cooviviviiiriieci e
Claims paid to other than EMPIOYEES ..........ccciviiiiiiiec s
Other reCeipts (PAYMENTS) ....euvvvereririireieire sttt

Net cash provided by (used in) operating activities ...........ccccorvvernnieinicce

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Changes in interfund receivables and l1oans receivable ............ccccooveeiiieninienciccees,
Changes in interfund payables and 10ans payable ............ccccoeiiieiiiiinciecicee e,
Receipt 0f BONA Charges........coviuiiiiiiiiicec e
Proceeds from general obligation BONAS...........ccovciiiiiiiciiie e
. Retirement of general 0bligation BONdS ...........ccooveiiiiiiiiciecee e
Proceeds from reVeNUE DONGS. ..o
Retirement of revenue DONGS ...t
INTEIESE FECRIVET ...ttt
INEEIESE PRI ....vcveveeicieiee ettt bbb e bt b et e e
TEANSTEIS 1N 1ttt bbb
TEANSTES QUL ...ttt bbbt
GrANES TECRIVEM ...t bbbttt
Lottery payments fOr @AUCALION .........ccovciviiiioiiisiee e
Net cash provided by (used in) noncapital financing activities ............ccccccoevvienane,

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

ACqUISItION OF CAPITAL ASSELS ......veveieeieeiiieeieiteie e
Proceeds from sale of Capital @SSELS .........ccceiiiiiiiiiiieec e
Proceeds from notes payable and commercial Paper ..........ccooereereiniencieneeeeee
Principal paid on notes payable and commercial PAper ...........cocooviriiiieriiicieie e
Proceeds from Capital IE8SES .........cooi it
Payment on Capital IEASES .........ovoiiiiiiiee e
Retirement of general obligation DONAS .............cooiiiiiiiiii e
Proceeds from reVenue DONGS ..o
Retirement of revenue DONGS ...........cooiiiiiiii s
INEEIESE PRI ...t b et b et b bbb
GrANES TECEIVEM ...

Net cash provided by (used in) capital and related financing activities ...................

CASH FLOWS FROM INVESTING ACTIVITIES

PUrchase Of INVESTMENTS ........oviiiiiii et
Proceeds from maturity and sale of iINVESIMENTS ........cccoieiiiiiiii s
Earnings 0N INVESIMENTS .........ovoiiiiieiiieees s

Net cash provided by (used in) investing activities ...........ccococoviviveiinieneineecee

Net increase (decrease) in cash and pooled investments

Cash and pooled investments — BeGiNNING ........cccooiiiiiiiiinereeee s
Cash and pooled iNVeStMENtS — ENAING ......coviiiiiieiiere e

Water

Electric Power Resources
(174,000) $ 1,129,333
(7,000) (319,699)
(6,000) (374,380)
— 5,741
(187,000) 440,995
— 1,094
914,000 —
(669,000) —
(253,000) —
(8,000) 1,094
— (243,811)
— 180,375
— (225,500)
— (49,915)
— 215,805
— (171,455)
— (91,841)
— (386,342)
— (110,585)
— 100,870
22,000 27,667
22,000 17,952
(173,000) 73,699
1,363,000 592,930
1,190,000 $ 666,629

52 The notes to the financial statements are an integral part of this statement.



Fund Financial Statements

Governmental
Business-type Activities — Enterprise Funds Activities
State Unemployment California State Nonmajor Internal
Lottery Programs University Enterprise Total Service Funds

$ 6,345,402 $ 13,984,128  $ 2,737,067 $ 334,284 % 24,356,214  $ 31,610

— — — 2,507 2,507 3,745,711

(248,079) (125,129) (1,395,267) (66,664) (2,161,838) (1,513,796)

(59,405) (134,462) (4,568,576) (31,048) (5,173,871) (707,951)

(21,819) (8,411) — (737) (30,967) —

(3,898,471) — — — (3,898,471) —

(432,981) (11,185,872) — — (11,618,853) (440,607)

272,700 130,608 (694,304) (371,811) (657,066) (520,901)

1,957,347 2,660,862 (3,921,080) (133,469) 817,655 594,066

— — 12,800 — 13,894 (11,408)

— (2,255,018) (4,001) — (2,259,019) 4,461

— — — — 914,000 —

— — — 547,565 547,565 —

— — — (354,415) (354,415) —

— — 137,022 501,961 638,983 —

— — (184,431) (77,085) (930,516) —

— — 28,671 — 28,671 —

— — (26,991) (2,608) (282,599) (18)

— — 2,800,101 — 2,800,101 1,459

— — — — — (56,541)

— — 1,865,328 67,889 1,933,217 —
(1,562,889) — — — (1,562,889)

(1,562,889) (2,255,018) 4,628,499 683,307 1,486,993 (62,047)

(47,873) (1,206) (597,600) (516) (891,006) (1,327,912)

190 34 3,276 — 3,500 11,367

— — — — 180,375 —

— — — — (225,500) —

— — 1,065 — 1,065 —

— — (423,225) — (423,225) —

— — — — (49,915) —

— — 1,800,445 — 2,016,250 958,237

— — (1,040,256) — (1,211,711) (1,243,020)

— — — — (91,841) —

— — 35,869 — 35,869 —

(47,683) (1,172) (220,426) (516) (656,139) (1,601,328)

(11,200) — (9,522,788) (1,100) (9,645,673) —

92,557 (68) 9,287,576 1,912 9,482,847 —

20,661 18,699 38,931 1,608 129,566 858

102,018 18,631 (196,281) 2,420 (33,260) 858

448,793 423,303 290,712 551,742 1,615,249 (1,068,451)

292,480 3,556,385 343,533 695,276 6,843,604 3,886,401

741,273 $ 3,979,688 $ 634,245 $ 1,247,018 $ 8,458,853 2,817,950

The notes to the financial statements are an integral part of this statement.
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Statement of Cash Flows (continued)
Proprietary Funds

Year Ended June 30, 2016

(amounts in thousands) Water
Electric Power Resources
RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
PROVIDED BY (USED IN) OPERATING ACTIVITIES
Operating iNCOME (J0SS) ...vevevirererireririrerererererererere e se s rerenenas $ —  $ 212,889
Adjustments to reconcile operating income (loss) to net cash provided
by (used in) operating activities:
DEPIECIALION ...ttt ettt bbb — 77,170
Provisions and @llOWANCES ...........c.eiiiieieiiriiee e — —
Amortization of premiums and diSCOUNES ..o — —
Amortization of long-term prepaid charges and credits .... — 116,809
OLNET <ot — 5,741
Change in account balances:
RECEIVADIES ...ttt — (39,766)
Due from other funds ............... — —
Due from other governments — (1,189)
Prepaitl IEEMS ...ttt r e ne s — —
INVENTOTIES ...t b bbbt b bbbttt — (12)
Net investment in direct financing leases — —
Recoverable POWEN COSES (NEL) ....voviviiireieiiircice e (184,000) —
OFNET CUITENT ASSELS ...vveevveieairertereee ettt ettt ettt ea e ne e ener e s — —
Loans receivable — —
Deferred OULFIOW OF FESOUICES .......c.eiiiiciiiice s (3,000) —
Accounts payable — 77,797
Due to other funds — (5,695)
DUE t0 COMPONENT UNIS ..o — —
Due t0 Other GOVEIMMENTS ........coviiiiiieiiieeiee et ere e — 7,651
DIBPOSIES ..ttt bbb bbb — —
Contracts and NOLES PAYADIE ........ccvciiiiiiiiciie s — —
INEEreSt PAYADIE ... — —
Revenues received iN Q0VANCE .........ccooiieiiiiieiieeie e — —
Other current lADITITIES .......c.ciiiiiicee e — —
Benefits payable ..o — —
Lottery prizes and annUITIES ...........coociiiieireiie et — —
Compensated absences Payable ..o — —
Other noncurrent labIlItIES ...........cooeiiieeee s — (10,400)
Deferred iNflOW OF FESOUICES ......cviiiiiiiiieiee e — —
TOtal AAJUSEMENTS ... (187,000) 228,106
Net cash provided by (used in) operating aCtivities ...........ccccccvvrinrsssnsssessenns $ (187,000) $ 440,995
Noncash investing, capital, and financing activities:
Issuance of long-term debt to terminate SPWB capitalized lease obligations ................... $ — 3 —
Termination of SPWB capitalized lease obligations — —
Reclassification of long-term debt to capitalized lease obligation ...........c.ccccoeeveiiinenn, — —
Amortization of bond premium and diSCOUNL ..........ccocoiviiiiiriciiseecec s 82,000 19,637
Unrealized gain on investments 2,000 —
Contributed Capital BSSELS ......c.civiiieiie et — —
Change in accrued capital asset PUIChASES .........ccovciiiiiieiiiice e — —
Interest accreted on annuitized prizes — —
Unclaimed lottery prizes directly allocated to another entity ...........ccccooevciviennienciiennnn — —
Amortization of deferred 10ss 0N refuNdiNgs .........ccoveiiiiiiiinciic e 28,000 10,902
Interest accreted on zero coupon bonds — —
Other miscellaneous NONCAash traNSACLIONS ..........coveiririreiie e — —

54 The notes to the financial statements are an integral part of this statement.
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Governmental
Business-type Activities — Enterprise Funds Activities
State Unemployment California State Nonmajor Internal
Lottery Programs University Enterprise Total Service Funds
$ 1,559,669 $ 2,388,363 $ (3,963,312) $ 56,008 253,617 % (46,984)
13,529 7,144 302,916 284 401,043 50,858
9,041 — — (2,161) 6,880 —
— — — 1,136 1,136 (76,985)
— — — — 116,809 553
17 — (99,155) (13,708) (107,105) 10,173
39,417 118,028 (948) (1,589) 115,142 (69,933)
— (23,226) 823 (301) (22,704) 57,264
— 2,856 — (3,962) (2,295) 688
3,646 — (7,694) (383) (4,431) (73,648)
2,876 — — 853 3,717 1,581
— — — — — 477,029
— — — — (184,000) —
66 — — (1,285) (1,219) —
— — — (167,012) (167,012) —
— (4,652) (208,337) (6,547) (222,536) (51,451)
(9,296) — 18,764 (1,689) 85,576 83,721
(10,608) 155,291 — 109 139,097 (111,348)
— — — — — (132)
— (856) — (33) 6,762 163
— — — — — 462
— — — — — (5,207)
— — — 2,622 2,622 (12,981)
(63) 18,771 6,729 1 25,438 125,266
(613) (11,834) 2,165 337 (9,945) 8,545
— (36,836) 27,315 590 (8,931) 12,207
329,961 — — — 329,961 —
— 8,368 12,181 1,993 22,542 (124)
19,705 73,815 (956,104) 3,287 (869,697) 361,347
— (34,370) 943,577 (2,019) 907,188 (146,998)
397,678 272,499 42,232 (189,477) 564,038 641,050
$ 1,957,347  $ 2,660,862 $ (3,921,080) $ (133,469) 817,655 $ 594,066
(concluded)
$ —  $ — % 831,538 $ — 831,538 $ —
— — 800,559 — 800,559 —
— — 57,672 — 57,672 —
— — 22,766 — 124,403 —
54,508 — — — 56,508 —
— — 37,240 — 37,240 —
— — 9,191 — 9,191 —
36,879 — — — 36,879 —
24,267 — — — 24,267 —
— — 4,746 — 43,648 —
16,226 — — — 16,226 —
— — 9,445 6,619 16,064 —

The notes to the financial statements are an integral part of this statement.
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Statement of Fiduciary Net Position
Fiduciary Funds and Similar Component Units

June 30, 2016

(amounts in thousands)

Pension
and Other
Private Employee
Purpose Benefit Local Agency
Trust Trust Agency
ASSETS
Cash and pooled investments ............ccooceveenereieneennn $ 103,974 3,231,528 5,815,718
Investments, at fair value:
] 10T o (< 1 (T — 28,785,152 —
Equity securities 3,323,022 252,240,485 —
Debt securities ........ccoceevvervreneae. 2,227,087 119,382,887 —
Real estate ........ccccceeveiviverennn, 235,924 57,958,450 —
Securities lending collateral — 30,343,896 —
OhEr e 962,251 51,753,835 —
Total INVESIMENES .....ooovviiiiiiececceeceece e 6,748,284 540,464,705 —
Receivables (Net) ....cvciieiiiicisee e 11,956 19,873,271 3,830,029
Due from other funds .........ccccoevvevieiiicieieecee e, 11,036 627,475 18,762,267
Due from other governments ..........ccccoovvvveveeierneseneas — 7,007 34,906
Loans receivable .........coooveviiiiiieceeceece e — 2,134,015 7,935
OthEr ASSELS ....vcveeiicteecie et 176,181 932,631 70
TOAl @SSELS ...t 7,051,431 567,270,632 28,450,925
DEFERRED OUTFLOWS OF RESOURCES. ............ — 22,879
Total assets and deferred outflows
OF FESOUICES ...ovveveecveecee et 7,051,431 567,293,511
LIABILITIES
Accounts payable ... 46,165 1,497,840 17,117,963
Due to other gOVErnMENtS ..........ccccoeerrieneneeieneneeeeene — 615 8,182,636
TaX OVErPaYMENTS .....oceiiiieiieieie e — — 646
Benefits payable ... — 2,926,977 —
Revenues received in advance...........cccocvevvevvevierieiiennenn, — — 680
DEPOSIES ...ttt 176,181 — 1,279,229
Securities lending obligations ............cccccovoeiiiicinens — 30,299,546 —
L0ans payable ... — 2,129,694 —
Other [1abilities .....coviveieccce e 5,581 22,788,082 1,869,771
Total liabilities .........cocoviiiiiii e 227,927 59,642,754 28,450,925
DEFERRED INFLOWS OF RESOURCES ................ — 15,723
Total liabilities and deferred inflows
OF FESOUICES ... 227,927 59,658,477
NET POSITION
Held in trust for:
Pension and other postemployment benefits ................. — 489,273,640
Deferred compensation participants ...........c.ccoceeeerenes, — 13,227,692
POOI PartiCipants ... — —
Individuals, organizations, or other governments ......... 6,823,504 5,133,702
Total Net POSItIoN ........ccceeviiiciicece e $ 6,823,504 $ 507,635,034

56 The notes to the financial statements are an integral part of this statement.
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Statement of Changes in Fiduciary Net Position
Fiduciary Funds and Similar Component Units

Year Ended June 30, 2016

(amounts in thousands)

Pension
and Other Investment
Private Employee Trust
Purpose Benefit Local Agency
Trust Trust Investment
ADDITIONS
Contributions:
EMPIOYET .ottt $ — $ 16,353,889 $ —
L F T I TC 0 1] ST — 8,455,029 —
NON-EMPIOYET ...ttt — 1,939,902 —
Total CONIIBULIONS .....vveiviiieecceee et — 26,748,820 —
Investment income:
Net appreciation (depreciation) in fair value of investments ................. (191,108) (1,901,217) —
Interest, dividends, and other investment iNCOME ........cc.ccceevevvveevrennnns 288,592 6,451,755 90,709
LesS: INVESIMENT EXPENSE .....vveviiiiiieisieieei s (3,933) (1,198,350) —
Net iNVESTMENE INCOME ....cvviiiiiicece e 93,551 3,352,188 90,709
Receipts from depOSITOrS ........coceriiiiieiiieieee s 3,483,700 — 23,802,929
OBNBE ettt ettt b et — 82,590 —
Total additioNS .......coeveviiiiicice e 3,577,251 30,183,598 23,893,638
DEDUCTIONS
Distributions paid and payable to participants ...........ccccoceererriicienerene. — 34,714,503 89,147
Refunds of contributions — 328,665 —
AdMINISTratiVe EXPENSE .....oveveieiieieeeie et eenas 7 403,271 1,562
Payments to and for depoSItOrs ...........ccooiiicieriieeree e 3,257,403 585,291 22,579,919
Total dedUCTIONS ....cveviiceiecce e 3,257,410 36,031,730 22,670,628
Change in NEt POSITION .....ooviiiiiiiice e 319,841 (5,848,132) 1,223,010
Net position — BeginNING ..o 6,503,663 513,483,166 21,489,148
Net POSItION — €NAING ..o $ 6,823,504 $ 507,635,034 $ 22,712,158
The notes to the financial statements are an integral part of this statement. 57



State of California Comprehensive Annual Financial Report

This page intentionally left blank

58



Discretely Presented
Component Units

Financial Statements
[ —



State of California Comprehensive Annual Financial Report

Statement of Net Position

Discretely Presented Component Units — Enterprise Activity

June 30, 2016

(amounts in thousands)

ASSETS
Current assets:

Cash and pooled investments ............ccoeveveereieieniennn
INVESEMENTS ..o

Restricted assets:

Cash and pooled investments ............ccccocevviercenenas

INVESTMENTS ..ot
Receivables (Net) ......ccovovrciiiiice e
Due from primary government ..........ccccovvvveirveenennns
Due from other governments ..........ccocoevvcerveievereseriane.
Prepaid itemMS .....cooviiiiicc e
INVENTOTIES ..o
Other CUITENt 8SSELS ...cvevviveeeririireiei e

Total CUITENt ASSELS ....ccvvvecvecveeecieeee et

Noncurrent assets:
Restricted assets:

Cash and pooled investments ..........ccccoceeervrnrcreean.

Investments
Investments
Receivables

(NEL) v

Loans receivable

Capital assets:

Collections — nondepreciable ...........c.ccoccoieniiiennn.
Buildings and other depreciable property .................
Intangible assets —amortizable ..........cc.cccocevviirnen.
Less: accumulated depreciation/amortization ...........
Construction/development in progress ..........c.c.co.....
Intangible assets — nonamortizable ............ccccccovenen.
Other NONCUITENE ASSELS ......vevevieveieiiiieiee e

Total NONCUITENt ASSELS ...vvcvveveevecveercrecrecre e
TOtAl ASSELS ..cevvevecveeece e
DEFERRED OUTFLOWS OF RESOURCES. ...........

Total assets and deferred outflows

OF FESOUICES ...cvviveeveccie e,

California
University Housing Nonmajor
of Finance Component
California Agency Units Total

461,477  $ 1,246,992 $ 1,045,849 2,754,318
6,224,967 57,386 477,513 6,759,866
— — 406,741 406,741
— — 3,190 3,190
3,452,191 213,352 320,761 3,986,304
170,203 — — 170,203
94,307 — — 94,307
— 468 1,052 1,520
214,680 — — 214,680
334,877 18,622 39,771 393,270
10,952,702 1,536,820 2,294,877 14,784,399
— — 25,588 25,588
— — 16,058 16,058
24,816,866 247,183 1,841,132 26,905,181
2,251,456 — 240,935 2,492,391
— 2,944,550 296,051 3,240,601
1,163,095 — 153,626 1,316,721
434,738 — 10,300 445,038
46,413,298 1,249 2,070,926 48,485,473
910,769 — 10,387 921,156
(22,298,114) (662) (1,070,195) (23,368,971)
3,065,029 — 26,812 3,091,841
— — 5,098 5,098
178,367 7,686 44,699 230,752
56,935,504 3,200,006 3,671,417 63,806,927
67,888,206 4,736,826 5,966,294 78,591,326
5,573,864 38,037 45,670 5,657,571
73,462,070 $ 4774863 $ 6,011,964 84,248,897
(continued)

60 The notes to the financial statements are an integral part of this statement.
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Statement of Net Position (continued)
Discretely Presented Component Units — Enterprise Activity

June 30, 2016

(amounts in thousands) California
University Housing Nonmajor
of Finance Component
California Agency Units Total
LIABILITIES
Current liabilities:
Accounts Payable .........cceeeeiieeriieeeee s $ 1,720,584 $ 60,373 $ 545,744  $ 2,326,701
Revenues received in advance ..........cccceeeeeecveecieieeennnn, 1,173,229 — 68,494 1,241,723
DEPOSIES .v.vevivvveririsieteie ettt 578,901 243,911 1,933 824,745
Contracts and notes payable ...........ccooevriiiiiiiicinne — — 8,592 8,592
Interest payable ..o — 39,690 2,883 42,573
Securities lending obligations ............ccccoceveeiiiiiiicinnnn, 866,650 — — 866,650
Current portion of long-term obligations ................c.c.... 3,845,664 59,438 91,602 3,996,704
Other current liabilities .......occovevvevvivieiiiccec 1,531,365 924 202,035 1,734,324
Total current [iabilities ........ccccocvveeeviicieece e, 9,716,393 404,336 921,283 11,042,012
Noncurrent liabilities:
Compensated absences payable ..........ccccceeervreiirnnnne. 294,842 — 15,823 310,665
Workers’ compensation benefits payable ...................... 391,440 — 44,603 436,043
Commercial paper and other borrowings ...................... — — 700 700
Capital lease obligations.............cccceevvreieniinieriineeene 147,745 — 348,342 496,087
Revenue bonds payable ...........cccoveeiinnininine 17,107,477 2,529,360 471,377 20,108,214
Net other postemployment benefits obligation .............. 10,456,840 29,611 110,551 10,597,002
Net pension liability ..., 15,124,690 47,369 180,674 15,352,733
Other noncurrent liabilities .........ccooovveveeieicieieeceeeee, 1,480,656 217,739 455,745 2,154,140
Total noncurrent liabilities .........ccccovevevvve i, 45,003,690 2,824,079 1,627,815 49,455,584
Total liabilities ........cccoevvviviiiicc e 54,720,083 3,228,415 2,549,098 60,497,596
DEFERRED INFLOWS OF RESOURCES ................. 1,733,739 9,219 38,599 1,781,557
Total liabilities and deferred inflows
OF FESOUICES ..., 56,453,822 3,237,634 2,587,697 62,279,153
NET POSITION
Net investment in capital aSSets .........cccovveviriieirirnninn. 12,816,190 587 541,420 13,358,197
Restricted:
Nonexpendable — endoOWMmMEeNtS..........ccocvervrereeernnenn 4,847,898 — 1,079,429 5,927,327
Expendable:
Endowments and gifts ..o 9,826,929 — 18,321 9,845,250
EAUCALION ....oviviiiiccceccce e 461,402 — 902,346 1,363,748
INAENTUIE ... — 531,130 — 531,130
SEALULE oo — 1,059,583 280,326 1,339,909
Other PUIPOSES .....ccveeeiirieirieieie e — — 28,431 28,431
Total expendable .......cccovivriveciiiiee e, 10,288,331 1,590,713 1,229,424 13,108,468
UNFESriCted ....ooveveeciececeeeeee e (10,944,171) (54,071) 573,994 (10,424,248)
Total Net POSILION ...c.covvveeiicec e, 17,008,248 1,537,229 3,424,267 21,969,744
Total liabilities, deferred inflows of resources,
and Net POSItION ......coevirrcieee e, $ 73462070 $ 4774863 $ 6,011,964 $ 84,248,897

(concluded)

The notes to the financial statements are an integral part of this statement. 61
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Statement of Activities

Discretely Presented Component Units — Enterprise Activity

Year Ended June 30, 2016

(amounts in thousands)

OPERATING EXPENSES

Total operating eXPenSeS .........ccovvvrrvririnniinn,
PROGRAM REVENUES
Charges fOr SErVICES .......cccovvrereeieicenee s
Operating grants and contributions ............cc.ccoecerenee.
Capital grants and contributions ............c.cccceeeiniiieienne

Total program reVeNUES ........cccccoeeeeeenieieseieenianens
Net revenues (EXPENSES) ....cvevrvvereererrereinesieeieseeienes

GENERAL REVENUES

Total general reVeNUES .........ccoovevveieericireeee s
Change in net poSItioN .........cocoeerrrierinicceee

Net position —beginning ........cccccoeeveieiiiicece e
Net position — eNdiNG .......ccooerireieiieee e
* Restated

California
University Housing Nonmajor
of Finance Component
California Agency Units Total
$ 20,979,910 $ 28,983 % 516,087 $ 21,524,980
651,565 — 58,951 710,516
3,108,907 — 9,949 3,118,856
282,692 24,327 1,262,914 1,569,933
1,252,842 — — 1,252,842
1,804,046 232 72,443 1,876,721
693,062 72,288 34,078 799,428
889,278 — — 889,278
4,436,608 78,712 78,704 4,594,024
34,098,910 204,542 2,033,126 36,336,578
20,030,835 37,896 1,039,572 21,108,303
9,020,465 — 640,574 9,661,039
248,705 — 29,230 277,935
29,300,005 37,896 1,709,376 31,047,277
(4,798,905) (166,646) (323,750) (5,289,301)
(275,479) 223,127 (11,154) (63,506)
2,799,236 31,717 446,840 3,277,793
2,523,757 254,844 435,686 3,214,287
(2,275,148) 88,198 111,936 (2,075,014)
19,283,396 1,449,031 * 3,312,331 * 24,044,758
$ 17,008,248 $ 1537229 $ 3424267 $ 21,969,744

62 The notes to the financial statements are an integral part of this statement.
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Notes to the Financial Statements

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements present information on the financial activities of the State of
California over which the Governor, the Legislature, and other elected officials have direct or indirect
governing and fiscal control. These financial statements have been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP). The provisions of the following
Governmental Accounting Standards Board (GASB) Statements have been implemented for the year ended
June 30, 2016:

GASB Statement No. 72, Fair Value Measurement and Application, effective for the fiscal year ended
June 30, 2016, defines fair value and provides guidance for determining fair value measurement for
financial reporting purposes, applying fair value to certain investments, and disclosures related to fair
value measurements. A new schedule categorizing the State’s investments by levels of fair value
measurement hierarchy was added to Note 3, Deposits and Investments.

GASB Statement No. 73, Accounting and Financial Reporting for Pensions and Related Assets That Are
Not within the Scope of GASB Statement No. 68, and Amendments to Certain Provisions of GASB
Statements 67 and 68, includes some provisions that are applicable to the State that are effective for the
fiscal year ended June 30, 2016. The State does not offer any defined benefit pensions that are not within
the scope of Statement No. 68; thus, the provisions of Statement No. 73 related to those pensions are not
applicable. The provisions that amended Statements Nos. 67 and 68 are applicable to the State; however,
implementation of these provisions had no impact on the financial statements for the year ended
June 30, 2016.

GASB Statement No. 76, The Hierarchy of Generally Accepted Accounting Principles for State and Local
Governments, became effective for the fiscal year ended June 30, 2016, and should be applied
retroactively. The objective of this Statement is to identify the hierarchy of generally accepted
accounting principles for governmental financial reporting and establish the framework for selecting
those principles. This statement supersedes Statement No. 55, The Hierarchy of Generally Accepted
Accounting Principles for State and Local Governments. Implementation of Statement No. 76 had no
impact on the financial statements for the year ended June 30, 2016.

GASB Statement No. 79, Certain External Investment Pools and Pool Participants, with some provisions
effective for the fiscal year ended June 30, 2016, and others effective for next fiscal year, establishes
criteria for an external investment pool to qualify for making the election to measure all of its
investments at amortized cost for financial reporting purposes. The State administers one external
investment pool for local governments and public agencies, the Local Agency Investment Fund (LAIF).
The California State Treasurer has determined that LAIF does not meet the criteria established by
Statement No. 79 and, therefore, the election was not made. Implementation of Statement No. 79 had no
impact on the financial statements for the year ended June 30, 2016.
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A. Reporting Entity

These financial statements present the primary government of the State and its component units. The primary
government consists of all funds, organizations, institutions, agencies, departments, and offices that are not
legally separate from the State. Component units are organizations that are legally separate from the State,
but for which the State is financially accountable, or organizations whose relationship with the State is such
that exclusion would cause the State’s financial statements to be misleading. Following is information on the
blended, fiduciary, and discretely presented component units of the State.

1. Blended Component Units

Blended component units, although legally separate entities, are in substance part of the primary government’s
operations. Therefore, data from these blended component units are integrated into the appropriate funds for
reporting purposes.

Building authorities are blended component units because they have been created through the use of joint
exercise of powers agreements with various cities to finance the construction of state buildings. The building
authorities’ financial activities are reported in capital projects funds. As a result, capital lease arrangements
between the building authorities and the State have been eliminated from the financial statements. Instead,
only the underlying capital assets and the debt used to acquire them are reported in the government-wide
financial statements. For information regarding obtaining copies of the financial statements of the building
authorities, email the State Controller’s Office, State Accounting and Reporting Division at
StateGovReports@sco.ca.gov.

The Golden State Tobacco Securitization Corporation (GSTSC) is a not-for-profit corporation established
through legislation in September 2002 solely for the purpose of purchasing Tobacco Settlement Revenues
from the State. The five voting members of the State Public Works Board serve ex officio as the directors of
the corporation. The GSTSC is authorized to issue bonds as necessary to provide sufficient funds for carrying
out its purpose. The GSTSC’s financial activity is reported in the combining statements in the Nonmajor
Governmental Funds section as a special revenue fund. For information regarding obtaining copies of the
financial statements of GSTSC, contact the Department of Finance, Natural Resources, Energy,
Environmental, and Capital Outlay Section, 915 L Street, 9th Floor, Sacramento, California 95814.

2. Fiduciary Component Units

The State has two legally separate fiduciary component units that administer pension and other employee
benefit trust funds. The State appoints a voting majority of the board members of both plans which, due to
their fiduciary nature, are presented in the Fiduciary Fund Statements as pension and other employee benefit
trust funds, along with other primary government fiduciary funds.

The California Public Employees’ Retirement System (CalPERS) administers pension plans for state
employees, non-teaching school employees, and employees of California public agencies. Its Board of
Administration has plenary authority and fiduciary responsibility for the investment of monies and the
administration of the plan. CalPERS administers the following seven pension and other employee benefit trust
funds: the Public Employees’ Retirement Fund, the Judges’ Retirement Fund, the Judges’ Retirement Fund II,
the Legislators’ Retirement Fund, the State Peace Officers’ and Firefighters’ Defined Contribution Plan Fund,
the Public Agency Deferred Compensation Plan, and the public employee Supplemental Contributions
Program Fund. CalPERS’ separately issued financial statements may be found on its website at
www.CalPERS.ca.gov.
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The California State Teachers’ Retirement System (CalSTRS) administers pension benefit plans for California
public school teachers and certain other employees of the public school system. The State is financially
accountable for CalSTRS. CalSTRS administers the following four pension and other employee benefit trust
funds: the Defined Benefit Program, the Defined Benefit Supplement Program, the Cash Balance Benefit
Program, and the Replacement Benefit Program. CalSTRS’ separately issued financial statements may be
found on its website at www.CalSTRS.com.

3. Discretely Presented Component Units

Enterprise activity of discretely presented component units is reported in a separate column in the
government-wide financial statements. Discretely presented component units are legally separate from the
primary government and usually provide services to entities and individuals outside the primary government.
Discretely presented component units that report enterprise activity include the University of California, the
California Housing Finance Agency, and nonmajor component units. Most component units separately issue
their own financial statements. In general, the notes to the financial statements in this publication do not
include information found in the component units’ separately issued financial statements. Instead, references
to the individual component unit financial statements are provided where applicable.

The University of California was founded in 1868 as a public, state-supported, land-grant institution. It was
written into the State Constitution of 1879 as a public trust to be administered by a governing board, the
Regents of the University of California (Regents). The University is a component unit of the State because the
State appoints a voting majority of the Regents and provides financial assistance to the University. The
University offers defined benefit pension plans and defined contribution pension plans to its employees
through the University of California Retirement System (UCRS), a fiduciary responsibility of the Regents.
The financial information of the UCRS is not included in the financial statements of this report due to its
fiduciary nature. The University’s financial statements may be found on its website at www.ucop.edu.

The California Housing Finance Agency (CalHFA) was created by the Zenovich-Moscone-Chacon Housing
and Home Finance Act, as amended. CalHFA’s purpose is to finance the housing needs of persons and
families of low and moderate income. It is a component unit of the State because the State appoints a voting
majority of CalHFA’s governing board and the executive director, who administers the day-to-day operations.
CalHFA’s financial statements may be found on its website at www.CalHFA.ca.gov.

State legislation created various nonmajor component units to provide certain services outside the primary
government and to provide certain private and public entities with a low-cost source of financing for programs
deemed to be in the public interest. California State University auxiliary organizations are considered
component units because they exist entirely or almost entirely for the direct benefit of the universities. The
remaining nonmajor component units are considered component units because the majority of members of
their governing boards are appointed by or are members of the primary government, and the primary
government can impose its will on the entity; or the entity provides a specific financial benefit to or imposes a
financial burden on the primary government. For information regarding obtaining copies of the financial
statements of these component units, email the State Controller’s Office, State Accounting and Reporting
Division at StateGovReports@sco.ca.gov.

The nonmajor consolidated component unit segments are:
California State University auxiliary organizations, which provide services primarily to university students

through foundations, associated student organizations, student unions, food service entities, book stores,
and similar organizations.

69



State of California Comprehensive Annual Financial Report

Financing authorities, which provide financing for specific purposes. These agencies include:

» The California Alternative Energy and Advanced Transportation Financing Authority, which provides
financing for alternative energy and advanced transportation technologies;

» The California Infrastructure and Economic Development Bank, which provides financing for business
development and public improvements; and

» The California Urban Waterfront Area Restoration Financing Authority, which provides financing for
coastal and inland urban waterfront restoration projects.

District agricultural associations, which exhibit all of the industries, industrial enterprises, resources, and
products of the State (the district agricultural association’s financial report is as of and for the year ended
December 31, 2015).

Other component units, which include the following entities:

» The University of California Hastings College of the Law, which was established as the law department
of the University of California to provide legal education programs and operates independently under its
own board of directors. The college has a discretely presented component unit, the Foundation, which
provides private sources of funds for academic programs, scholarships, and faculty research;

» The State Assistance Fund for Enterprise, Business and Industrial Development Corporation, which
provides financial assistance to small business; and

» The Public Employees’ Contingency Reserve, which provides health benefit plans for state employees
and annuitants.

4. Joint Venture

A joint venture is an entity resulting from a contractual arrangement; it is owned, operated, or governed by
two or more participants as a separate and specific activity subject to joint control. In such an arrangement,
the participants retain an ongoing financial interest or an ongoing financial responsibility in the entity. These
entities are not part of the primary government or a component unit.

The State participates in a joint venture called the Capitol Area Development Authority (CADA). CADA was
created in 1978 by the joint exercise of powers agreement between the primary government and the City of
Sacramento for the location of state buildings and other improvements. CADA is a public entity, separate
from the primary government and the city, and is administered by a board of five members—two appointed by
the primary government, two appointed by the city, and one appointed by the affirmative vote of at least three
of the other four members of the board. The primary government designates the chairperson of the board.
Although the primary government does not have an equity interest in CADA, it does have an ongoing
financial interest. The primary government subsidizes CADA’s operations by leasing land to CADA without
consideration; however, the primary government is not obligated to do so. At June 30, 2016, CADA had total
assets and deferred outflows of resources of $33.6 million, total liabilities and deferred inflows of resources of
$21.3 million, and total net position of $12.3 million. Total revenues for the fiscal year were $11.4 million and
expenses were $8.8 million, resulting in an increase in net position of $2.6 million. As the primary
government does not have equity interest in CADA, CADA’s financial information is not included in the
financial statements of this report. Separately issued financial statements may be obtained from the Capitol
Area Development Authority, 1522 14th Street, Sacramento, California 95814-5958 or on its website at
www.cadanet.org.
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5. Related Organizations

A related organization is an organization for which a primary government is accountable because that
government appoints a voting majority of the organization’s governing board, but for which it is not
financially accountable.

Chapter 854 of the Statutes of 1996 created an Independent System Operator (ISO), a state-chartered,
nonprofit market institution. The ISO provides centralized control of the statewide electrical transmission grid
to ensure the efficient use and reliable operation of the transmission system. The ISO is governed by a five-
member board, the members of which are appointed by the Governor and confirmed by the Senate. The
State’s accountability for this institution does not extend beyond making the initial oversight board
appointments. As the primary government is not financially accountable for the ISO, the financial information
of this institution is not included in the financial statements of this report. For information regarding obtaining
copies of the financial statements of the ISO, contact the Independent System Operator, P.O. Box 639014,
Folsom, California 95763-9014 or go to its website at www.caiso.com.

The California Earthquake Authority (CEA), a legally separate organization, offers earthquake insurance for
California homeowners, renters, condominium owners, and mobilehome owners. A three-member board of
state-elected officials governs the CEA. The State’s accountability for this institution does not extend beyond
making the appointments. As the primary government is not financially accountable for the CEA, the financial
information of this institution is not included in the financial statements of this report. For information
regarding obtaining copies of the financial statements of the CEA, contact the California Earthquake
Authority, 801 K Street, Suite 1000, Sacramento, California 95814 or go to its website at
www.earthquakeauthority.com.

The State Compensation Insurance Fund (State Fund) was established by the State through legislation
enacted in 1913 to provide an available market for workers’ compensation insurance to employees located in
California. State Fund operates in competition with other insurance carriers to serve California businesses.
The State appoints all 11 members of the State Fund’s governing board. The State’s accountability for this
institution does not extend beyond making the initial oversight board appointments. As the primary
government is not financially accountable for the State Fund, the financial information of this institution is not
included in the financial statements of this report. For information regarding obtaining copies of the financial
statements of the State Fund, contact the State Compensation Insurance Fund, 333 Bush Street, 8th Floor, San
Francisco, California 94104 or go to its website at www.statefundca.com.

The California Health Benefit Exchange (the Exchange), an independent public entity, offers new health
insurance to individuals, families, and small businesses. A five-member board of state-elected officials
governs the Exchange. The State’s accountability for this institution does not extend beyond making the
appointments. As the primary government is not financially accountable for the Exchange, the financial
information of this institution is not included in the financial statements of this report. For information
regarding obtaining copies of the financial statements of the Exchange, contact Covered California, P.O. Box
989725, West Sacramento, California 95798-9725.

The California Pollution Control Financing Authority (CPCFA) was created through the California Pollution
Control Financing Authority Act of 1972. The CPCFA is a legally separate entity that provides financing for
pollution control facilities. A three-member board of state-elected officials governs the CPCFA. The State’s
accountability for this institution does not extend beyond making the appointments. As the primary
government is not financially accountable for the CPCFA, the financial information of this institution is not
included in the financial statements of this report. For information regarding obtaining copies of the financial
statements of the CPCFA, contact the State Treasurer’s Office, 915 Capitol Mall, Room 457, Sacramento,
California 95814 or go to its website at www.treasurer.ca.gov/cpcfa.
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The California Health Facilities Financing Authority (CHFFA) was established by the State through
legislation enacted in 1979. The CHFFA is a legally separate entity that provides financing for the
construction, equipping, and acquisition of health facilities. A nine-member board of state-elected officials
and appointees govern the CHFFA. The State’s accountability for this institution does not extend beyond
making the appointments. As the primary government is not financially accountable for the CHFFA, the
financial information of this institution is not included in the financial statements of this report. For
information regarding obtaining copies of the financial statements of the CHFFA, contact the State Treasurer’s
Office, 915 Capitol Mall, Suite 590, Sacramento, California 95814 or go to its website at
www.treasurer.ca.gov/chffa.

The California Educational Facilities Authority (CEFA) was created by Board of Control approval in 1974.
The CEFA is a legally separate entity established to issue revenue bonds to finance loans for students
attending public and private colleges and universities, and to assist private educational institutions of higher
learning in financing the expansion and construction of educational facilities. A five-member board of state-
elected officials and appointees govern the CEFA. The State’s accountability for this institution does not
extend beyond making the appointments. As the primary government is not financially accountable for the
CEFA, the financial information of this institution is not included in the financial statements of this report. For
information regarding obtaining copies of the financial statements for the CEFA, contact the State Treasurer’s
Office, 915 Capitol Mall, Suite 590, Sacramento, California 95814 or go to its website at
www.treasurer.ca.gov/cefa.

The California School Finance Authority (CSFA) was created in 1985. The CSFA is a legally separate entity
that provides loans to school and community college districts to assist them in obtaining equipment and
facilities. A three-member board of state officials governs the CSFA. The State’s accountability for this
institution does not extend beyond making the appointments. As the primary government is not financially
accountable for the CSFA, the financial information for this institution is not included in the financial
statements of this report. For information regarding obtaining copies of the financial statements of the CSFA,
contact the State Treasurer’s Office, 300 South Spring Street, Suite 8500, Los Angeles, California 90013 or go
to its website at www.treasurer.ca.gov/csfa.

B. Government-wide and Fund Financial Statements

Government-wide financial statements (the Statement of Net Position and the Statement of Activities) provide
information on all of the nonfiduciary activities of the primary government and its component units. The
primary government is reported separately from legally separate component units for which the State is
financially accountable. Within the primary government, the State’s governmental activities, which are
normally supported by taxes and intergovernmental revenues, are reported separately from business-type
activities, which rely to a significant extent on fees and charges for support. The effect of interfund activity
has been removed from the statements, with the exception of amounts between governmental and
business-type activities, which are presented as internal balances and transfers. Centralized services provided
by the General Fund for other funds are charged as direct costs to the funds that received those services. Also,
the General Fund recovers the cost of centralized services provided to federal programs from the federal
government.

The Statement of Net Position reports all of the financial and capital resources of the government as a whole
in a format in which assets and deferred outflows of resources equal liabilities and deferred inflows of
resources, plus net position. The Statement of Activities demonstrates the degree to which the expenses of a
given function are offset by program revenues. Program revenues include charges to customers who purchase,
use, or directly benefit from goods, services, or privileges provided by a given function. Program revenues
also include grants and contributions that are restricted to meeting the operational or capital requirements of a
particular function. Taxes and other items that are not program-related are reported as general revenues.
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Fund financial statements are provided for governmental funds, proprietary funds, fiduciary funds and similar
component units, and discretely presented component units. A fund is a fiscal and accounting entity with a
self-balancing set of accounts. Fund accounting segregates funds according to their intended purpose and is
used to aid management in demonstrating compliance with finance-related legal and contractual provisions.
The State maintains the minimum number of funds consistent with legal and managerial requirements.
Fiduciary funds, although excluded from the government-wide statements, are included in the fund financial
statements. Major governmental and enterprise funds are reported in separate columns in the fund financial
statements. Nonmajor governmental and proprietary funds are grouped into separate columns. Discretely
presented component unit statements, which follow the fiduciary fund statements, also separately report the
enterprise activity of the major discretely presented component units. In this report, the enterprise activity of
nonmajor discretely presented component units is grouped in a separate column.

Governmental fund types are used to account for activities primarily supported by taxes, grants, and similar
revenue sources.

The State reports the following major governmental funds:

The General Fund is the main operating fund of the State. It accounts for transactions related to resources
obtained and used for those services that need not be accounted for in another fund.

The Federal Fund accounts for the receipt and use of grants, entitlements, and shared revenues received
from the federal government that are all restricted by federal regulations.

The Transportation Fund accounts for fuel taxes, including the State’s diesel, motor vehicle, and fuel use
taxes; bond proceeds; automobile registration fees; and other revenues that are restricted for transportation
purposes, including highway and passenger rail construction and transportation safety programs.

The Environmental and Natural Resources Fund accounts for fees, bond proceeds, and other revenues that
are restricted for maintaining the State’s natural resources and improving the environmental quality of its
air, land, and water.

Proprietary fund types focus on the determination of operating income, changes in net position, financial
position, and cash flows.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in connection with
a proprietary fund’s principal ongoing operations. Operating expenses include the cost of sales and services,
administrative expenses, and depreciation on capital assets. All revenues and expenses not meeting this
definition are reported as nonoperating revenues and expenses. For its proprietary funds, the State applies all
applicable GASB pronouncements.

The State has two proprietary fund types: enterprise funds and internal service funds.
Enterprise funds record business-type activity for which a fee is charged to external users for goods and
services. In addition, the State is required to report activities as enterprise funds in the context of the activity’s

principal revenue sources when any of the following criteria are met:

* The activity’s debt is secured solely by fees and charges of the activity;
* There is a legal requirement to recover costs; or
* The pricing policies of fees and charges are designed to recover costs.
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The State reports the following major enterprise funds:

The Electric Power Fund accounts for the acquisition and resale of electric power to retail end-use
customers.

The Water Resources Fund accounts for charges to local water districts and the sale of excess power to
public utilities.

The State Lottery Fund accounts for the sale of California State Lottery (Lottery) tickets and the Lottery’s
payments for education.

The Unemployment Programs Fund accounts for employer and worker contributions used for payments of
unemployment insurance and disability benefits.

The California State University Fund accounts for student fees and other receipts from gifts, bequests,
donations, federal and state grants, and loans that are used for educational purposes.

Nonmajor enterprise funds account for additional operations that are financed and operated in a manner
similar to private business enterprises.

Additionally, the State reports internal service funds as a proprietary fund type with governmental activity.
Internal service funds account for goods or services provided to other agencies, departments, or governments
on a cost-reimbursement basis. The goods and services provided include architectural services, public
building construction and improvements, printing and procurement services, goods produced by inmates of
state prisons, data processing services, and administrative services related to water delivery. Internal service
funds are included in the governmental activities at the government-wide level.

Fiduciary fund types are used to account for assets held by the State. The State acts as a trustee or as an
agent for individuals, private organizations, other governments, or other funds. Fiduciary funds, including
fiduciary component units, are not included in the government-wide financial statements.

The State has the following four fiduciary fund types:
Private purpose trust funds account for all trust arrangements, other than those properly reported in pension
or investment trust funds, whereby principal and income benefit individuals, private organizations, or other

governments. The following are the State’s largest private purpose trust funds:

The Scholarshare Program Trust Fund accounts for money received from participants to fund their
beneficiaries’ higher education expenses at certain postsecondary educational institutions.

The Unclaimed Property Fund accounts for unclaimed money and properties held in trust by the State.
Unclaimed money is remitted to the General Fund where it can be used by the State until it is claimed.

Pension and other employee benefit trust funds of the primary government and fiduciary component units
account for transactions, assets, liabilities, and net position available for plan benefits of the retirement

systems and for other employee benefit programs.

An investment trust fund accounts for the deposits, withdrawals, and earnings of the Local Agency
Investment Fund, an external investment pool for local governments and public agencies.
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Agency funds account for assets held by the State, which acts as an agent for individuals, private
organizations, or other governments. The following are the State’s largest agency funds:

The Receipting and Disbursing Fund accounts for the collection and disbursement of revenues and
receipts on behalf of local governments. This fund also accounts for receipts from numerous state funds,
typically for the purpose of writing a single warrant when the warrant is funded by multiple funding
sources.

The Deposit Fund accounts for various deposits, such as those from condemnation and litigation
proceedings.

Discretely presented component units consist of certain organizations that have enterprise activity. The
enterprise activity component units are the University of California, the California Housing Finance Agency,
and nonmajor component units. In this report, all of the enterprise activity of the discretely presented
component units is reported in a separate column in the government-wide financial statements and on separate
pages following the fund financial statements.

C. Measurement Focus and Basis of Accounting

1. Government-wide Financial Statements

The government-wide financial statements are reported using the economic resources measurement focus and
the accrual basis of accounting. Revenues are recorded when they are earned and expenses are recorded when
a liability is incurred, regardless of the timing of related cash flows. Grants and similar transactions are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

2. Fund Financial Statements

The measurement focus and basis of accounting for the fund financial statements vary with the type of fund.
Governmental fund types are presented using the current financial resources measurement focus. With this
measurement focus, operating statements present increases and decreases in net current assets; the unassigned
fund balance is a measure of available, spendable resources.

The accounts of the governmental fund types are reported using the modified accrual basis of accounting.
Under the modified accrual basis, revenues are recorded as they become measurable and available, and
expenditures are recorded at the time the liabilities are incurred. The State records revenue sources when they
are earned or when they are due, provided they are measurable and available within the ensuing 12 months.
When an asset is recorded in a governmental fund statement, but the revenue is not available within the
ensuing 12 months, the State reports a deferred inflow of resources until such time as the revenue becomes
available. Principal tax revenues susceptible to accrual are recorded as taxpayers earn income (personal
income and corporation taxes), as sales are made (consumption and use taxes), and as a taxable event occurs
(miscellaneous taxes), net of estimated tax overpayments.

Proprietary fund types, the investment trust fund, private purpose trust funds, and pension and other
employee benefit trust funds are accounted for using the economic resources measurement focus. Agency

funds are custodial in nature and do not measure the results of operations.

The accounts of the proprietary fund types, the investment trust fund, private purpose trust funds, pension and
other employee benefit trust funds, and agency funds are reported using the accrual basis of accounting.
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Under the accrual basis, most transactions are recorded when they occur, regardless of when cash is received
or disbursed.

Lottery revenue and the related prize expenses are recognized when sales are made. Certain prizes are payable
in deferred installments. Such liabilities are recorded at the present value of amounts payable in the future.

Discretely presented component units are accounted for using the economic resources measurement focus
and the accrual basis of accounting.

D. Cash and Investments

The State considers cash and pooled investments, for the purpose of the Statement of Cash Flows, as cash and
cash equivalents. Cash and cash equivalents are considered to be cash on hand; deposits in the State’s pooled
investment program; restricted cash and pooled investments for debt service, construction, and operations;
restricted cash on deposit with fiscal agents (for example, revenue bond trustees); and highly liquid
investments with an original maturity date of three months or less.

The State reports investments at fair value, as prescribed by GAAP, which was recently updated by the
provisions of GASB Statement No. 72, Fair Value Measurement and Application. Additional information on
the State’s investments and fair value measurement can be found in Note 3, Deposits and Investments.

E. Receivables

Amounts are aggregated into a single receivables account net of allowance for uncollectible amounts. The
detail of the primary government’s accounts receivable can be found in Note 4, Accounts Receivable.

F. Inventories

Inventories of supplies are reported at cost and inventories held for resale are stated at the lower of average
cost or market. In the government-wide financial statements, inventories for both governmental and
business-type activities are expensed when they are consumed and unused inventories are reported as an asset
on the Statement of Net Position. In the fund financial statements, governmental funds report inventories as
expenditures when purchased, and proprietary funds report inventories as expenditures when consumed. The
discretely presented component units have inventory policies similar to those of the primary government.

G. Net Investment in Direct Financing Leases

The State Public Works Board accounts for its activities in the Public Buildings Construction Fund, an
internal service fund, and has entered into lease-purchase agreements with various other primary government
agencies and certain local agencies. The payments from these leases are used to satisfy the principal and
interest requirements of revenue bonds issued by the State Public Works Board to finance the cost of projects
such as acquisition and construction of facilities and equipment. Upon expiration of these leases, title to the
facilities and projects transfers to the primary government agency or the local agency. The State Public Works
Board records the net investment in direct financing leases at the net present value of the minimum lease
payments in the internal service fund financial statements. As the majority of this lease receivable is from
governmental funds, it is eliminated within the governmental activities column of the government-wide
Statement of Net Position.

The California State University (CSU) system accounts for its lease activities in the California State
University Fund, a major enterprise fund, and has entered into 30-year capital lease agreements with certain
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auxiliary organizations. These agreements lease existing and newly constructed facilities to the CSU auxiliary
organizations. A portion of the proceeds from certain revenue bonds issued by CSU were used to finance the
construction of these facilities.

H. Long-term Prepaid Charges

The long-term prepaid charges account in the enterprise funds primarily represents operating and maintenance
costs that will be recognized in the Water Resources Fund as expenses over the remaining life of long-term
state water supply contracts. These costs are billable in future years. In addition, the account includes unbilled
interest earnings on unrecovered capital costs that are recorded as long-term prepaid charges. These charges
are recognized when billed in the future years under the terms of water supply contracts. Long-term prepaid
charges are also included in the State Lottery Fund. These prepaid charges are incurred in connection with
certain contracts that extend beyond a one-year period, which are amortized as expenses over the remaining
life of the contracts. The long-term prepaid charges for the Public Buildings Construction Fund, an internal
service fund, include prepaid insurance costs on revenue bonds issued. In the government-wide financial
statements, the prepaid charges for governmental activities include prepaid insurance costs on revenue bonds
issued.

. Capital Assets

Capital assets are categorized into land, state highway infrastructure, collections, buildings and other
depreciable property, intangible assets, and construction in progress. The buildings and other depreciable
property account includes buildings, improvements other than buildings, equipment, certain infrastructure
assets, certain books, and other capitalized and depreciable property. Intangible assets include computer
software, land-use rights, patents, copyrights, and trademarks. The value of the capital assets, including the
related accumulated depreciation and amortization, is reported in the applicable governmental, business-type,
or component unit activities columns in the government-wide Statement of Net Position.

The primary government has a large collection of historical and contemporary treasures that have important
documentary and artistic value. These assets are not capitalized or depreciated because they are cultural
resources and cannot reasonably be valued and/or the assets have inexhaustible useful lives. These treasures
and works of art include furnishings, portraits and other paintings, books, statues, photographs, and
miscellaneous artifacts. These collections meet the conditions for exemption from capitalization because the
collections are held for public exhibition, education, or research in furtherance of public service, rather than
financial gain; protected, kept unencumbered, cared for, and preserved; and subject to an organizational policy
that requires the proceeds from sales of collection items to be used to acquire other items for collections.

In general, capital assets of the primary government are defined as assets that have a normal useful life of at
least one year and a unit cost of at least $5,000. These assets are recorded at historical cost or estimated
historical cost, including all costs related to the acquisition. Donated capital assets are recorded at the fair
market value on the date the gift was received. Major capital asset outlays are capitalized as projects are
constructed.

Buildings and other depreciable or amortizable capital assets are depreciated using the straight-line method
with no salvage value for governmental activities. Generally, buildings and other improvements are
depreciated over 40 years, equipment is depreciated over five years, and intangible assets are amortized over
10 to 20 years. Depreciable or amortizable assets of business-type activities are depreciated or amortized
using the straight-line method over their estimated useful or service lives, ranging from three to 100 years.

California has elected to use the modified approach for capitalizing the infrastructure assets of the state
highway system. The state highway system is maintained by the California Department of Transportation. By
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using the modified approach, the infrastructure assets of the state highway system are not depreciated and all
expenditures made for those assets, except for additions and improvements, are expensed in the period
incurred. All additions and improvements made after June 30, 2001, are capitalized. All infrastructure assets
that are related to projects completed prior to July 1, 2001, are recorded at the historical costs contained in
annual reports of the American Association of State Highway and Transportation Officials and the Federal
Highway Administration.

The capital assets of the discretely presented component units are reported at cost at the date of acquisition or
at fair market value at the date of donation, in the case of gifts. They are depreciated or amortized over their
estimated useful service lives.

J. Long-term Obligations

Long-term obligations consist of unmatured general obligation bonds, unmatured revenue bonds, capital lease
obligations, certificates of participation, commercial paper, net pension liability, net other postemployment
benefits obligation (OPEB), employees’ compensated absences and workers’ compensation claims, pollution
remediation obligations, amounts owed for lawsuits, reimbursement for costs mandated by the State,
outstanding Proposition 98 funding guarantee owed to schools, the liability for Lottery prizes and annuities,
loans from other governments, and the primary government’s share of the University of California’s pension
liability that is due in more than one year. In the government-wide financial statements, the obligations are
reported as liabilities in the applicable governmental activities, business-type activities, and component units
columns of the Statement of Net Position. The current portion—amount due within one year—of the long-
term obligations is reported under current liabilities.

Pollution remediation obligations are recorded by the State when one or more of the GASB Statement No. 49
obligating events have occurred and when a reasonable estimate of the remediation cost is available. These
liabilities are measured using actual contract costs, where no change in cost is expected, or the expected cash
flow technique. The remediation obligation estimates that appear in this report are subject to change over
time. Costs may vary due to price fluctuations, changes in technology, changes in potential responsible
parties, results of environmental studies, changes to statutes or regulations, and other factors that could result
in revisions to these estimates. Prospective recoveries from responsible parties may reduce the State’s
obligation.

Bond premiums and discounts for business-type activities and component units are deferred and amortized
over the life of the bonds. In these instances, bonds payable is reported net of the applicable premium and
discount. Bond premiums and discounts for governmental funds are reported as other financing sources
(uses). However, in the government-wide financial statements, the bonds payable for governmental activities
is reported net of the applicable unamortized premium and discount. Bond issuance costs, excluding prepaid
insurance, are expensed when incurred.

With advance approval from the Legislature, certain authorities and state agencies may issue revenue bonds.
Principal and interest on revenue bonds are payable from the pledged revenues of the respective funds,
building authorities, and agencies. The General Fund has no legal liability for payment of principal and
interest on revenue bonds. With the exception of certain special revenue funds (Transportation and the Golden
State Tobacco Securitization Corporation) and the building authorities capital projects fund, the liability for
revenue bonds is recorded in the respective fund.

K. Compensated Absences

The government-wide financial statements report both the current and the noncurrent liabilities for
compensated absences, which are vested unpaid vacation, annual leave, and other paid leave programs.
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However, unused sick-leave balances are not included in the compensated absences because they do not vest
to employees. In the governmental fund financial statements, only the compensated absences liability for
employees who have left state service and have unused reimbursable leave at fiscal year-end is included. The
amounts of vested unpaid vacation and annual leave accumulated by state employees are accrued in
proprietary funds when incurred. In the discretely presented component units, the compensated absences are
accounted for in the same manner as in the proprietary funds of the primary government.

L. Deferred Outflows and Deferred Inflows of Resources

The government-wide and fund financial statements report deferred outflows of resources and deferred
inflows of resources.

1. Deferred Outflows of Resources

Deferred outflows of resources are the consumption of assets that are applicable to future reporting periods.
Deferred outflows of resources are presented separately after “Total Assets” in the Balance Sheet and
Statement of Net Position.

Deferred outflows of resources consist of the following transactions:

e Loss on Refunding of Debt: The defeasance of previously outstanding general obligation and revenue
bonds results in deferred refunding losses for governmental activities, business-type activities, and
component units. These deferred losses are recognized as a component of interest expense over the
remaining life of the old debt or the life of the new debt, whichever is shorter.

» Decrease in Fair Value of Hedging Derivatives: Negative changes in the fair value of hedging
derivatives are reported for component units.

» Net Pension Liability: Increases in net pension liability that are not recognized in pension expense for
the reporting period are reported as deferred outflows of resources related to pensions. Differences
between expected and actual experience with regard to economic or demographic factors; changes of
assumptions about future economic or demographic factors, or of other inputs used by the actuaries to
determine total pension liability; and increases in the State’s proportionate share of net pension liability
for plans that have a special funding situation, such as CalSTRS, are all recognized in pension expense
over the average of the expected remaining service lives of participating employees. A deferred outflow
of resources is also reported when projected earnings on pension plan investments exceed actual
earnings, with the net difference amortized to pension expense over a five-year period beginning in the
current reporting period. Employer contributions, and state contributions in the case of CalSTRS’ special
funding situation, made subsequent to the measurement date are reported as deferred outflows of
resources related to pensions and reduce net pension liability in the following year. Deferred outflows of
resources related to net pension liability are reported for governmental activities, business-type
activities, fiduciary funds, and component units.

2. Deferred Inflows of Resources
Deferred inflows of resources are the acquisition of assets that are applicable to future reporting periods.

Deferred inflows of resources are presented separately after “Total Liabilities” in the Balance Sheet and
Statement of Net Position.
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The State’s deferred inflows of resources consist of the following transactions:

» Unavailable Revenues: Governmental funds report deferred inflows of resources for earned and
measurable revenue from long-term receivables that is not available within 12 months of the end of the
reporting period. These deferred amounts are recognized as revenue in the periods that they become
available.

 Gain on Refunding of Debt: The defeasance of previously outstanding general obligation and revenue
bonds results in deferred refunding gains for governmental activities and discretely presented component
units. These deferred gains are recognized as a component of interest expense over the remaining life of
the old debt or the life of the new debt, whichever is shorter.

+ Service Concession Arrangements: The State and its component units have entered into service
concession arrangements with third parties for park facility services, student housing, and certain other
services. The upfront payment received or present value of installment payments expected to be received
from the third parties are reported as deferred inflows of resources.

* Net Pension Liability: Reductions in net pension liability that are not recognized in pension expense for
the reporting period are reported as deferred inflows of resources related to pensions. Differences
between expected and actual experience with regard to economic or demographic factors; changes of
assumptions about future economic or demographic factors, or of other inputs used by the actuaries to
determine total pension liability; and decreases in the State’s proportionate share of net pension liability
for plans that have a special funding situation, such as CalSTRS, are all recognized against pension
expense over the average of the expected remaining service lives of participating employees. A deferred
inflow of resources is also reported when actual earnings on pension plan investments exceed projected
earnings, with the net difference amortized against pension expense over a five-year period beginning in
the current reporting period. Deferred inflows of resources related to net pension liability are reported
for governmental activities, business-type activities, fiduciary funds, and component units.

» Other Deferred Inflows of Resources: Revenues generated from current rates charged by regulated
business-type activities that are intended to recover costs expected to be incurred in the future are
reported in the government-wide Statement of Net Position. A component unit’s sale of future royalty
payments plus residual interest made to a third party are reported as deferred inflows of resources and
will be recognized on a straight-line basis through the expiration of the patents.

M. Abnormal Account Balances

In the 2015-16 fiscal year, the Water Resources Electric Power Fund had a net refund of $182 million in
power charges revenue. The refund resulted from lower power sales, return of prior year over-collection, and
return of reserves as lower levels of reserve were required. During the 2015-16 fiscal year, the fund returned
$178 million through adjustments to power charges and through separate monthly payments to its ratepayers.

N. Nonmajor Enterprise Segment Information

Two nonmajor enterprise fund segments are displayed discretely in the Combining Statement of Net Position;
the Combining Statement of Revenues, Expenses, and Changes in Fund Net Position; and the Combining
Statement of Cash Flows of the nonmajor enterprise funds. A segment is an identifiable activity reported as or
within an enterprise fund or another stand-alone entity for which debt is outstanding and a revenue stream has
been pledged in support of that debt. In addition, to qualify as a segment, an activity must be subject to an
external requirement to separately account for revenues, expenses, gains and losses, assets and deferred
outflows of resources, and liabilities and deferred inflows of resources. All of the activities reported for the
fund segments listed below meet these requirements.
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State Water Pollution Control Revolving Fund: Interest charged on loans to communities for construction of
water pollution control facilities and projects.

Housing Loan Fund: Interest payments from low-interest, long-term farm and home mortgage loan
contracts to eligible veterans living in California.

0. Net Position and Fund Balance

The difference between fund assets, deferred outflows of resources, liabilities, and deferred inflows of
resources is called “net position” on the government-wide financial statements, the proprietary and fiduciary
fund statements, and the component unit statements; it is called “fund balance” on the governmental fund
statements.

1. Net Position
The government-wide financial statements include the following categories of net position:

Net investment in capital assets represents capital assets, net of accumulated depreciation, reduced by the
outstanding debt attributable to the acquisition, construction, or improvement of those assets.

Restricted net position results from transactions with purpose restrictions and is designated as either
nonexpendable or expendable. Nonexpendable restricted net position is subject to externally imposed
restrictions that must be retained in perpetuity. Expendable restricted net position is subject to externally
imposed restrictions that can be fulfilled by actions of the State. As of June 30, 2016, the government-wide
financial statements show restricted net position for the primary government of $34.8 billion, of which
$7.9 billion is due to enabling legislation.

Unrestricted net position is neither restricted nor invested in capital assets.
2. Fund Balance

In the fund financial statements, proprietary funds include categories of net position similar to those in the
government-wide financial statements. Fund balance amounts for governmental funds are reported as
nonspendable, restricted, committed, assigned, or unassigned.

Nonspendable fund balance includes amounts that cannot be spent because they are not in spendable form
(inventories; prepaid amounts; long-term portion of loans or notes receivable; or property held for resale
unless the proceeds are restricted, committed, or assigned) or they are legally or contractually required to
remain intact.

Restricted fund balance has constraints placed upon the use of the resources either by an external party
(creditors, grantors, contributors, or laws and regulations of other governments) or through a constitutional
provision or enabling legislation.

Committed fund balance can be used only for specific purposes pursuant to constraints imposed by state
law as adopted by the California State Legislature. The state law that commits fund balance to a specific
purpose must have been adopted prior to the end of the reporting period, but the amount subject to the
constraint may be determined in a subsequent period. Committed fund balance incorporates contractual
obligations to the extent that existing resources in the fund have been specifically committed for use in
satisfying those contractual requirements.
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Assigned fund balance: California does not have a formal policy to delegate authority to assign resources.
However, fund balance can be classified as assigned when a purchase order creates an outstanding
encumbrance amount, unless the purchase order relates to restricted or committed resources. Furthermore,
in governmental funds created by state law for a specific purpose, other than the General Fund, all
resources that are not reported as nonspendable, restricted, or committed are classified as assigned for the
purpose of the respective funds.

Unassigned fund balance is the residual amount of the General Fund not included in the four classifications
described above. In other governmental funds in which expenditures incurred for specific purposes
exceeded amounts restricted, committed, or assigned to those purposes, a negative unassigned fund balance
is reported.

Fund balance spending order: For the purpose of reporting fund balance in this financial report under
GASB Statement No. 54, the State considers resources to be spent in the following order when an
expenditure is incurred for which these classifications are available: restricted, committed, assigned, and
unassigned.

Fiduciary fund net position represents amounts held in trust for pension and other postemployment benefits,
deferred compensation participants, pool participants, individuals, organizations, or other governments.

3. Budget Stabilization Account

In accordance with Article 16, Section 20 of the California State Constitution, the State maintains the Budget
Stabilization Account. The Budget Stabilization Account is reported in the General Fund. By October 1 of
each fiscal year, a transfer must be made from the General Fund to the Budget Stabilization Account in an
amount equal to one-half of (a) 1.5% of the estimated General Fund revenues for that fiscal year and
(b) personal capital gains tax revenues in excess of 8% of estimated General Fund taxes for that fiscal year
less amounts that must be spent on Proposition 98. The remaining half of the calculated amount is used as
appropriated by the State Legislature to pay down (1) interfund loans, (2) specified debts to local
governments, and (3) debts for pension and retiree health benefits.

The State Legislature may suspend or reduce the transfer of funds to, or withdrawal of funds from, the Budget
Stabilization Account if the Governor declares a budget emergency. For this purpose, budget emergency
means either (1) a natural disaster or other event that creates a condition of extreme peril to the safety of
persons or property, or (2) there is not enough money to keep General Fund spending at the highest level of
the past three fiscal years (adjusted for changes in state population and cost of living). The amount of the
withdrawal from the Budget Stabilization Account is limited to the actual amount needed for the natural
disaster or to keep General Fund spending at the highest level of the past three years. In addition, if there was
no budget emergency in the prior fiscal year, no more than one-half of the Budget Stabilization Account
balance may be withdrawn; the entire remaining balance could be withdrawn in the second straight year of a
budget emergency.

When the balance of the Budget Stabilization Account reaches 10% of the estimated General Fund revenues
for that fiscal year, the amount that would have been transferred to the Budget Stabilization Account would
instead be used to build and maintain infrastructure. At June 30, 2016, the Budget Stabilization Account had
restricted fund balance of $3.4 billion.
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P. Restatement of Beginning Fund Balances and Net Position

1. Fund Financial Statements

The beginning fund balance of governmental funds increased by $24 million. The net increase is comprised of
a $27 million increase in the Health Care Related Programs Fund, a nonmajor special revenue fund for the
reclassification of a program previously reported in an agency fund and a decrease of $3 million due to the
overstatement of prior-year revenue reported in the Building Authorities Fund, a nonmajor capital projects
fund.

The beginning net position of the internal service funds decreased by $183 million due to the allocation of net
pension liability and related amounts to a department included in the Other Internal Service Programs Fund.
In the prior year, this amount was part of the unallocated total reported only within governmental activities in
the government-wide financial statements.

The beginning net position of the discretely presented component units decreased by $90 million
($264 thousand in the California Housing Finance Agency Fund, a major component unit, and $90 million in
the District Agriculture Associations Fund, a nonmajor component unit) for the recognition of net pension
liability and deferred outflows of resources from the first-year implementation of GASB Statements No. 68
and No. 71 for entities whose financial information is presented as of and for the year ended
December 31, 2015.

2. Government-wide Financial Statements

The beginning net position of governmental activities increased by $24 million. In addition to the $24 million
increase described in the previous section for governmental funds, the restatement also includes a $35 million
decrease for overstated capital assets and a $35 million increase for overstated pollution remediation liability.
As internal service funds are also included in governmental activities in the government-wide financial
statements, there is no impact to governmental activities for the allocation of pension liability and related
amounts described in the previous section for internal service funds.

The beginning net position of component units was restated as described in the previous section for discretely
presented component units.

Q. Guaranty Deposits
The State is the custodian of guaranty deposits held to protect consumers, to secure the State’s deposits in

financial institutions, and to ensure payment of taxes and fulfillment of obligations to the State. Guaranty
deposits of securities and other properties are not shown on the financial statements.

NOTE 2: BUDGETARY AND LEGAL COMPLIANCE

A. Budgeting and Budgetary Control

The State’s annual budget is primarily prepared on a modified accrual basis for governmental funds. The
Governor recommends a budget for approval by the Legislature each year. This recommended budget includes
estimated revenues, but revenues are not included in the annual budget bill adopted by the Legislature. Under
state law, the State cannot adopt a spending plan that exceeds estimated revenues.
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Under the State Constitution, money may be drawn from the treasury only through a legal appropriation. The
appropriations contained in the Budget Act, as approved by the Legislature and signed by the Governor, are
the primary sources of annual expenditure authorizations and establish the legal level of control for the annual
operating budget. The budget can be amended throughout the year by special legislative action, budget
revisions by the Department of Finance, or executive orders of the Governor. Amendments to the original
budget for the year ended June 30, 2016, increased spending authority for the budgetary/legal basis-reported
General Fund and Transportation Funds, and decreased spending authority for the Environmental and Natural
Resources Funds.

Appropriations are generally available for expenditure or encumbrance either in the year appropriated or for a
period of three years if the legislation does not specify a period of availability. At the end of the availability
period, the encumbering authority for the unencumbered balance lapses. Some appropriations continue
indefinitely, while others are available until fully spent. Generally, encumbrances must be liquidated within
two years from the end of the period in which the appropriation is available. If the encumbrances are not
liquidated within this additional two-year period, the spending authority for these encumbrances lapses.

B. Legal Compliance

State agencies are responsible for exercising basic budgetary control and ensuring that appropriations are not
overspent. The State Controller’s Office is responsible for overall appropriation control and does not allow
expenditures in excess of authorized appropriations.

Financial activities are mainly controlled at the appropriation level but can vary, depending on the
presentation and wording contained in the Budget Act. The Budget Act appropriations are identified by
department, reference item, and fund. The annual appropriated budget may establish detailed allocations to
specific programs, projects, or sources of reimbursement within an appropriation. The Department of Finance
can authorize adjustments between the detail allocations but cannot increase the amount of the overall
appropriation. While the financial activities are controlled at various levels, the legal level of budgetary
control—the extent to which management may amend the budget without seeking approval of the governing
body—has been established in the Budget Act for the annual operating budget.

The Budgetary Comparison Schedule is not presented in this document at the legal level of budgetary control
because such a presentation would be extremely lengthy and cumbersome. The State prepares a separate
report, the Comprehensive Annual Financial Report Supplement, which includes statements that demonstrate
compliance with the legal level of budgetary control in accordance with Government Accounting Standards
Board’s Codification of Governmental Accounting and Financial Reporting Standards, section 2400.121. The
supplement includes the comparison of the annual appropriated budget with expenditures at the legal level of
control. A copy of the Comprehensive Annual Financial Report Supplement is available upon request by
emailing the State Controller’s Office, State Accounting and Reporting Division at StateGovReports@sco.ca.gov.

NOTE 3: DEPOSITS AND INVESTMENTS

Cash balances not required for immediate use are invested by the State Treasurer. The State Treasurer
administers a single pooled investment program comprising both an internal investment pool and an external
investment pool (the Local Agency Investment Fund). A single portfolio of investments exists, with all
participants having an undivided interest in the portfolio. Both pools are administered in the same manner.
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A. Primary Government

1. Control of State Funds

The State’s pooled investment program and certain funds of the primary government are allowed by state
statutes, bond resolutions, and investment policy resolutions to invest in United States government securities,
federal agency securities, negotiable certificates of deposit, bankers’ acceptances, commercial paper,
corporate bonds, bank notes, other debt securities, repurchase agreements, reverse repurchase agreements, and
other investments.

Certain discretely presented component units and related organizations participate in the State Treasurer’s
Office pooled investment program. As of June 30, 2016, the discretely presented component units and related
organizations account for approximately 3.4% of the State Treasurer’s pooled investment portfolio. This
program enables the State Treasurer’s Office to combine available cash from all funds and to invest cash that
exceeds current needs.

Both deposits and investments are included in the State’s investment program. For certain banks, the State
Treasurer’s Office maintains cash deposits that cover uncleared checks deposited in the State’s accounts and
that earn income that compensates the banks for their services.

Demand and time deposits held by financial institutions as of June 30, 2016, totaling approximately
$7.8 billion, were insured by federal depository insurance or by collateral held by the State Treasurer’s Office
or an agent of the State Treasurer’s Office in the State’s name. The California Government Code requires that
collateral pledged for demand and time deposits be deposited with the State Treasurer.

As of June 30, 2016, the State Treasurer’s Office had on deposit with a fiscal agent amounts totaling
$22 million related to principal and interest payments to bondholders. These deposits were insured by federal
depository insurance or by collateral held by an agent of the State Treasurer’s Office in the State’s name.

Certain funds have elected to participate in the pooled investment program even though they have the
authority to invest on their own. Others may be required by legislation to participate in the program; as a
result, the deposits of these funds may be considered involuntary. However, these funds are part of the State’s
reporting entity. The remaining participant in the pool, the Local Agency Investment Fund, is voluntary.

Certain funds that have deposits in the State Treasurer’s pooled investment program do not receive the interest
earnings on their deposits. Instead, by law, the earnings are assigned to the State’s General Fund. Most of the
$41 million in interest revenue received by the General Fund from the pooled investment program in fiscal
year 2015-16 was earned on balances in these funds.

Enterprise funds and special revenue funds also make separate investments, which are presented at fair value.
2. Valuation of State Investments

The State Treasurer’s Office reports its investments at fair value. The State Treasurer’s Office performs a
quarterly fair market valuation of the pooled investment program portfolio. The fair value of securities in the
State Treasurer’s pooled investment program generally is based on quoted market prices. In addition, the State

Treasurer’s Office performs a monthly fair market valuation of all securities held against carrying cost. These
valuations can be obtained from the State Treasurer’s Office website at www.treasurer.ca.gov.
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Table 1 categorizes fair value measurements within the fair value hierarchy established by generally accepted
accounting principles. The hierarchy is based on the valuation inputs used to measure the fair value of the
assets and liabilities. Level 1 inputs are quoted prices for identical assets or liabilities in active markets at the
date of measurement; Level 2 inputs are significant other directly or indirectly observable inputs other than
quoted prices; and Level 3 inputs are significant unobservable inputs. The State does not use Level 3 inputs to

measure the fair value of its investments.

Table 1

Schedule of Investments — Primary Government — Investments by Fair Value Level

June 30, 2016
(amounts in thousands)

Pooled investments

U.S. Treasury bills and NOES .......c.ocevveuirieriiiinieiieieeeeeee e,
U.S. Agency bonds and discount notes (IBRD)
Supranational debentUIEs ..........ccecieieieierieieresese et
Small Business Administration 10ans ............ccceoeeereeeneineneeneeeseene
Mortgage-backed securities
Certificates 0f AEPOSIL ...vevveieriiriiiiiieeeeeetet e
BANK NOTES -..veniieeiieieei et
Commercial PAPET ......ccveveierierierreeeeeeeeeeneenees

Total pooled investments at fair value............c.coccoeoniviiiiccice,

Other primary government investments
U.S. Treasuries and aZENCIES .........eevrerreieierienieniesienieeteeseeieeeeeeseenie e
COMMEICIAL PAPLT ..ottt
Corporate debt securities ....
Repurchase agre@ments .......cc.eeeeeeeeieieienienieniesesieeieeeeee e
ORET .ttt bbbttt
Total other primary government investments at fair value ...............

Investments measured at the net asset value (NAV)
2a-7 money market funds ..........coccoeviriiiininiiini e
Total investments measured at the NAV..........ccccoovornicinnccine

Other investment instruments
Guaranteed iNVEStMENt CONIACES .v.vvvvvvrveeeeeeeeeeeeeee e e e
Total other investment iINSTrUMENTS ........cccocveveiiiiiecececec e

Funds outside primary government included in
pooled investments
Less: investment trust fUnds .......cocceeeieierienenennnceeeeeee
Less: other trust and agency funds
Less: discretely presented component units and related organizations .......
Total primary government inveStments ..........cccoevvevieiinereienicesennns

! Reported at carrying value.

Fair Value Measurements Using

Quoted Prices Significant
in Active Other
Markets for Observable
Identical Assets Inputs
June 30, 2016 (Level 1) (Level 2)
$ 33,912,924 $ 33,912,924 § —
9,241,229 9,241,229 —
601,736 601,736 ——
705,336 705,336 ——
63,530 63,530 ——
16,574,127 —— 16,574,127
799,736 —— 799,736
7,492,217 — 7,492,217
69,390,835 $§ 44,524,755 $ 24,866,080
2,585,251 1,488,790 1,096,461
40,056 —— 40,056
1,030,765 —— 1,030,765
19,774 —— 19,774
1,035,204 406,656 628,548
4,711,050 $ 1,895,446 $ 2,815,604
287,426
287,426
200,000
200,000
22,701,071
4,323,877
2,373,319
$_45191,044_
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As of June 30, 2016, the weighted average maturity of the securities in the pooled investment program
administered by the State Treasurer’s Office was approximately 174 days. Weighted average maturity is the
average number of days, given a dollar-weighted value of individual investments, that the securities in the
portfolio have remaining from evaluation date to stated maturity.

3. Oversight of Investing Activities

The Pooled Money Investment Board (PMIB) provides oversight of the State Treasurer’s pooled investment
program. The purpose of the board is to design and administer an effective cash management and investment
program, using all monies flowing through the State Treasurer’s Office bank accounts and keeping all
available funds invested in a manner consistent with the goals of safety, liquidity, and yield. The PMIB is
comprised of the State Treasurer as chair, the State Controller, and the Director of Finance. This board
designates the amounts of money available for investment. The State Treasurer is charged with making the
actual investment transactions for this program. This investment program is not registered with the Securities
and Exchange Commission as an investment company.

The value of the deposits in the State Treasurer’s pooled investment program, including the Local Agency
Investment Fund, is equal to the dollars deposited in the program. The fair value of the position in the
program may be greater or less than the value of the deposits, with the difference representing the unrealized
gain or loss. As of June 30, 2016, this difference was immaterial to the valuation of the program. The pool is
run with “dollar-in, dollar-out” participation. There are no share-value adjustments to reflect changes in fair
value.

The State Treasurer’s pooled investment program values participants’ shares on an amortized cost basis.
Specifically, the program distributes income to participants quarterly, based on their relative participation
during the quarter. This participation is calculated based on (1) realized investment gains and losses calculated
on an amortized cost basis, (2) interest income based on stated rates (both paid and accrued), (3) amortization
of discounts and premiums on a straight-line basis, and (4) investment and administrative expenses. This
amortized cost method differs from the fair value method used to value investments in these financial
statements; the amortized cost method is not designed to distribute to participants all unrealized gains and
losses in the fair value of the pool’s investments. Because the total difference between the fair value of the
investments in the pool and the value distributed to pool participants using the amortized cost method
described above is not material, no adjustment was made to the financial statements. The State Treasurer’s
Office also reports participant fair value as a ratio of amortized cost on a quarterly basis. The State Treasurer’s
Office has not provided or obtained a legally binding guarantee to support the principal invested in the
investment program.

As of June 30, 2016, medium-term asset-backed securities comprised approximately 1.1% of the pooled
investments. The asset-backed securities consist of mortgage-backed securities, Small Business
Administration (SBA) pools, and asset-backed commercial paper. The mortgage-backed securities are called
real estate mortgage investment conduits (REMICs), and are securities backed by pools of mortgages. The
REMICs in the State’s portfolio have a fixed principal payment schedule. A portion of the asset-backed
securities consisted of floating-rate SBA notes. For floating-rate SBA notes held in the portfolio during the
fiscal year, the interest received by the State Treasurer’s pooled investment program rose or fell as the
underlying index rate rose or fell. The structure of the floating-rate SBA notes in the State Treasurer’s pooled
investment program portfolio provided a hedge against the risk of increasing interest rates. A portion of the
asset-backed portfolio holdings were short-term, asset-backed commercial paper (ABCP), which represented
1.37% of the pooled investments.
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Table 2 identifies the investment types that are authorized by the California Government Code and the State
Treasurer’s Office Investment Policy for the Pooled Investment Program. Maturities are limited by the State
Treasurer’s Office Investment Policy for the Pooled Money Investment Program. For commercial paper, the
Investment Policy matches the Government Code. For corporate bonds and notes, the Government Code
requires that a security falls within the top three ratings of a nationally recognized statistical ratings
organization (NRSRO). Items reported as N/A have no limitation in either the Government Code or the State
Treasurer’s Office Investment Policy.

Table 2

Authorized Investments

Maximum Maximum

Maximum Percentage Investment Credit
Authorized Investment Type Maturity of Portfolio in One Issuer Rating
U.S. Treasury securities 5 years N/A N/A N/A
Federal agency and supranational securities S years N/A N/A N/A
Certificates of deposit S years N/A N/A N/A
Bankers acceptances 180 days N/A N/A N/A
Commercial paper 270 days 30% 10 % of issuer’s outstanding A-3/P-3/F-3

Commercial Paper

Corporate bonds/notes 5 years N/A N/A A-/A3/A-
Repurchase agreements 1 year N/A N/A N/A
Reverse repurchase agreements 1 year 10% N/A N/A

4. Risk of Investments

The following types of risks are common in deposits and investments, including those of the State:
Interest Rate Risk is the risk that the value of fixed-income securities will decline because of changing
interest rates. The prices of fixed-income securities with longer time to maturity tend to be more sensitive

to changes in interest rates than those with shorter durations.

Credit Risk is the risk that a debt issuer will fail to pay interest or principal in a timely manner, or that
negative perceptions of the issuer’s ability to make these payments will cause security prices to decline.

Custodial Credit Risk is the risk that, in the event a financial institution or counterparty fails, the investor
will not be able to recover the value of deposits, investments, or collateral.

Concentration of Credit Risk is the risk of loss attributed to the magnitude of an investor’s holdings in a
single issuer.

Foreign Currency Risk is the risk that changes in exchange rates will adversely affect the fair value of an
investment or a deposit.
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a. Interest Rate Risk

Table 3 presents the interest rate risk of the primary government’s investments. In calculating SBA holdings’
weighted average maturity, the State Treasurer’s Office assumes that stated maturity is the quarterly reset date.
Total pooled investments do not include $5.5 billion of time deposits and $502 million of internal loans to
state funds. Repurchase agreements of the California State University system mature in one day. Most
mortgage-backed securities are issued by U.S. government agencies, or government-sponsored enterprises
such as the Federal National Mortgage Association, and entitle the purchaser to receive a share of the cash
flows, such as principal and interest payments, from a pool of mortgages. Mortgage-backed securities are
highly sensitive to interest rate changes because principal prepayments either increase (in a low interest rate
environment) or decrease (in a high interest rate environment) the security yield. As of June 30, 2016, only
$64 million, or 0.09% of the total pooled investments, was invested in mortgage-backed securities.

Table 3

Schedule of Investments — Primary Government — Interest Rate Risk
June 30, 2016
(amounts in thousands)

Weighted
Average
Fair Value Maturity
at Year End (in years)
Pooled investments
U.S. Treasury bills and NOLES .........ccueierieriiriiriiriieiieiieieee ettt eeneas $ 33,912,924 0.68
U.S. Agency bonds and discount notes (IBRD) .......cccoeoieiiiiiiiiiniiiiiciccceeeeee e 9,241,229 0.42
Supranational AEDENTUTES ..........c.ievieieieieieierie ettt ettt ettt se st estessesessessessessesseeneens 601,736 1.24
Small Business AdminiStration LOANS ..............oocuvioviiiiieiiie et e eaeeeaeeeenees 705,336 0.25
MoOrtgage-DACKEA SCCUIILICS ....viivirvierieeieeieieieiert ettt ettt ettt te e seessesesessesseeseesaeseesnenes 63,530 2.12
Certificates Of AEPOSIL .....euveuiieiiitiiet ettt ettt ettt 16,574,127 0.21
BaANK NOTES ..ovviiiiiieceee ettt ettt e et e et e e e te e e erae e et e e etaeeetaeenraeanns 799,736 0.35
COMMETCIAL PAPET ...ttt ettt ettt et ettt eb e bt e bt e st et e b et e b ebe bt ebeeneene 7,492,217 0.15
Total POOIEA INVESTMENTS .......uiiiiiiieiiecieeie ettt bbb 69,390,835
Other primary government investments
U.S. Treasuries and QZENCIES ..........ecueierierierierterieereeieetetetestesteeteeseeseeseestessensensessessessessesseeseensensens 2,585,251 3.36
COMMETICIAL PAPET ...eeveeiieiieiieieteete ettt ettt ettt et et e st et e e eseestessesseeseeseeseeseeneensensenseeseeseeseeseeneenes 40,056 3.40
Guaranteed INVESTMENT CONMIIACES ........cc.viiivieeeieieteeeeteeeeteeeeteeeeteeeeeeeeeaeeeeaeeeeeeeenteeeeseeeenneeenseeenseeens 200,000 5.83
1,030,765 1.12
19,774 —
1,322,630 2.02
5,198,476
Funds outside primary government included in pooled investments
Less: investment trust funds ............. 22,701,071
Less: other trust and agency funds 4,323,877
Less: discretely presented component units and related organizations ............c.ceceeeeeevereeneenennne 2,373,319
Total primary government iNVESTMENTS .........ccoiiiiiiieee e $ 45,191,044
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b. Credit Risk

Table 4 presents the credit risk of the primary government’s debt securities. If a particular security has
multiple ratings, the lowest rating of the three major NRSROs is used. Similar to interest rate risk shown in
Table 3, time deposits and internal loans to state funds are not included.

Table 4

Schedule of Investments in Debt Securities — Primary Government — Credit Risk
June 30, 2016
(amounts in thousands)

Credit Rating as of Year End
Short-term Long-term Fair Value

Pooled investments

A-1+/P-1/F-1+ AAA/Aaa/AAA $ 7,549,713
A-1/P-1/F-1 AA/Aa/AA 25,809,354
A-2/P-2/F-2 A/A/A 1,349,978
INOETALEA ..o 63,530
NOt aPPlICADIE ... 34,618,260
Total pooled INVESTMENTS ........cccvevveiiirieice e $ 69,390,835

Other primary government investments

A-1+/P-1/F-1+ AAA/Aaa/AAA $ 935,887
A-1/P-1/F-1 AA/Aa/AA 1,780,339
A-2/P-2/F-2 A/A/A 1,080,922
A-3/P-3/F-3 BBB/Baa/BBB 22,384
B/NP/B BB/Ba/BB 5,101
NOETAEA ..t 1,373,837
Not applicable 6
Total other primary government investments................. $ 5,198,476

c. Custodial Credit Risk

The State has a deposit policy for custodial credit risk that requires deposits held by financial institutions to be
insured by federal depository insurance or secured by collateral. As of June 30, 2016, one guaranteed
investment contract of the Electric Power Fund in the amount of $100 million was uninsured and
uncollateralized.

d. Concentration of Credit Risk
The investment policy of the State Treasurer’s Office contains no limitations on the amount that can be
invested in any one issuer beyond those limitations stipulated in the California Government Code. As of

June 30, 2016, the State had investments in the Federal National Mortgage Association totaling 6.6% of the
total pooled investments.
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B. Fiduciary Funds

The fiduciary funds include pension and other employee benefit trust funds of the following fiduciary funds
and component units: California Public Employees’ Retirement System (CalPERS), California State Teachers’
Retirement System (CalSTRS), the fund for the California Scholarshare program, and various other funds.
CalPERS and CalSTRS account for 97% of these separately invested funds. CalPERS and CalSTRS exercise
their authority under the State Constitution and invest in stocks, bonds, mortgages, real estate, and other
investments, including derivative instruments.

Additional disclosure for CalPERS’ investments and derivative instruments is included in CalPERS’
separately issued financial statements, which may be found on its website at www.CalPERS.ca.gov.
Additional disclosure for CalSTRS’ investments and derivative instruments is included in CalSTRS’
separately issued financial statements, which may be found on its website at www.CalSTRS.com.

C. Discretely Presented Component Units

The discretely presented component units consist of the University of California and its foundation, the
California Housing Finance Agency (CalHFA), and various nonmajor component units. The University and
CalHFA constitute 93.1% of the total investments of discretely presented component units. State law, bond
resolutions, and investment policy resolutions allow component units to invest in U.S. government securities,
state and municipal securities, commercial paper, corporate bonds, investment agreements, real estate, and
other investments. Additionally, a portion of the cash and pooled investments of CalHFA, and other nonmajor
component units are invested in the State Treasurer’s pooled investment program.

Additional disclosures for the University of California’s investments and derivative instruments are included
in the University’s separately issued financial statements, which can be obtained from the University on its
website at www.ucop.edu. Additional disclosure for CalHFA’s investments and derivative instruments is
included in CalHFA’s separately issued financial statements, which may be found on its website at
www.CalHFA.ca.gov.
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NOTE 4: ACCOUNTS RECEIVABLE

Table 5 presents the disaggregation of accounts receivable attributable to taxes; licenses, permits, and fees;
Lottery retailer collections; unemployment program receipts; and the California State University. Other
receivables are for interest, gifts, grants, penalties, and other charges.

Table 5

Schedule of Accounts Receivable
June 30, 2016
(amounts in thousands)

Licenses, Permits Lottery
Taxes and Fees Retailers
Current governmental activities
General Fund ............oooooiiiiieeceeeeeeeeee e, $ 12,993,809 § — 3 —
Federal Fund ..........cccooveiiiiieiiceeeceeee e — — —
Transportation Fund ...... 476,056 386,211 —
Environmental and Natural Resources Fund ................cc......... 389,485 —

Nonmajor governmental funds ...........ccceveevierenenininieieieee, 340,242 2,504,787 —
Internal service funds .........cccocvevieieieieiieieeeee e — — —
Adjustment:
Unavailable TeVENUE | ... (1,484,015) (74,059) —
Total current governmental activities ..........c.ccccooeerienene. $ 12,326,092 $ 3,206,424 % —

Amounts not scheduled for collection
during the subsequent year (unavailable revenue) ............... $ 1,484,015 $ 74,059 $ —

Current business-type activities
Water Resources Fund ..........ccooveeerirnenninenseeeseeesenns $ — 3 — 8 —
State Lottery FUNd .......c.ccoevieieriiniiciceceeeeeeee e — — 461,786
Unemployment Programs Fund .............ccocooniniiniininnen — — —
California State UNIVETSIty .....ccceveriririeieienienienenenesieeeeene — — —
Nonmajor enterprise Prorams ........c.cceceeeeeereereervenrenseneseneenns — — —
Total current business-type activities .........cccoevvrvrvreeennn, $ — 3 — 3 461,786

Amounts not scheduled for collection
during the subsequent year (unavailable revenue) ............... $ — 3 —  § —

! The unavailable revenue reported in the governmental fund financial statements represents revenues that are earned
and measurable, but not available within 12 months of the end of the reporting period.

2 Amount includes noncurrent receivables for service concession arrangements of $64 million that were not included in the
governmental fund financial statements.
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California
Unemployment State
Programs University Other Total

—  $ — 3 820,866 $ 13,814,675

—— — 14,950 14,950

— — 86,700 948,967

— — 120,249 509,734

— — 845,972 3,691,001

— — 91,280 91,280
— — (345,642) (1,903,716)

— S — 3 1,634,375  $ 17,166,891

— 3 — 409,963 2 $ 1,968,037

— — 3 119,701  § 119,701

— — — 461,786

1,211,282 — — 1,211,282

— 158,103 — 158,103

— — 33,605 33,605

1,211,282 $ 158,103 $ 153,306  $ 1,984,477
76,086 $ 289,073 $ —  $ 365,159
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NOTE 5: RESTRICTED ASSETS

Table 6 presents a summary of the legal restrictions placed on assets of the primary government and the
discretely presented component units.

Table 6

Schedule of Restricted Assets
June 30, 2016
(amounts in thousands)

Cash Due From
and Pooled Other Loans
Investments  Investments Governments Receivable Total
Primary government
DEDE SETVICE v $ 1,677.885 $ 363,669 $ 156,108 $ 1,411,250 $ 3,608,912
CONSIUCHION ... 1,381,096 — — — 1,381,096
OPCIAtIONS ..ottt ettt ieee e ee 46,000 — — — 46,000
OLNET ..o 694 — — - 694
Total primary government ...........ccococeeerveerinnnn. 3,105,675 363,669 156,108 1,411,250 5,036,702
Discretely presented component units
Dbt SEIVICE ..uvvivieieriiceeceieeeieeeeeeee e 422,294 19,248 — — 441,542
OMhEr o 10,035 — — — 10,035
Total discretely presented component units ...... 432,329 19,248 — — 451,577
Total restricted assets ........cccoeeeeveveeeeieeeeeenan, $ 3538004 $ 382917 $ 156,108 $ 1,411,250 $ 5,488,279

94



Notes to the Financial Statements

NOTE 6: NET INVESTMENT IN DIRECT FINANCING LEASES

The State Public Works Board (SPWB) accounts for its activities in the Public Buildings Construction Fund,
an internal service fund, and has entered into lease-purchase agreements with various other primary
government agencies and certain local agencies. Payments from these leases will be used to satisfy the
principal and interest requirements of revenue bonds issued by the SPWB. The lease-purchase activity
between the SPWB and the primary government agencies shown in the schedule below represents only that
activity with agencies reported as enterprise funds. The lease receivable of $7.3 billion from governmental
funds and the corresponding lease obligation were eliminated within the governmental activities column of
the government-wide Statement of Net Position.

The CSU system accounts for its lease activities in the California State University Fund, a major enterprise
fund, and has entered into capital lease agreements with certain auxiliary organizations. These agreements
lease existing and newly constructed facilities to the auxiliary organizations. A portion of the proceeds from
certain revenue bonds issued by CSU were used to finance the construction of these facilities.

Table 7 summarizes the minimum lease payments to be received by the primary government.

Table 7

Schedule of Minimum Lease Payments to be Received by the Primary Government
(amounts in thousands)

State Public Works Board

Primary California
Government Local State

Year Ending June 30 Agencies Agencies Total University
2017 oottt $ 37,793  $ 39,986 $ 77,779 $ 30,433
2018 ottt 24,864 32,698 57,562 26,714
2019 o 15,986 26,183 42,169 26,741
2020 1ot 15,978 13,369 29,347 26,995
2021 ot 15,960 12,754 28,714 27,281
20222026 ..ot 79,696 63,523 143,219 160,755
2027-2031 oo 79,031 56,823 135,854 131,348
20322036 .ot 62,789 7,513 70,302 74,898
20372041 oo — — — 28,647
2042-2040 .o — — — 17,972
Total minimum lease payments ...........ccoccceveiereieerienen, 332,097 252,849 584,946 551,784
Less: unearned INCOME ..........ccoveeeeveieveeeeeeeeieeeeeeeeeeeennen 143,688 60,933 204,621 209,605
Net investment in direct financing leases ...................... 188,409 191,916 380,325 342,179
Less: current POrtion .......c..eceevereervenveerieieieieieieniesiesienee 23,235 30,688 53,923 12,356

Noncurrent net investment in direct financing leases .. $ 165174 $ 161,228 $ 326,402 $ 329,823
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NOTE 7: CAPITAL ASSETS

Table 8 summarizes the capital activity for the primary government.

Table 8

Schedule of Changes in Capital Assets — Primary Government
June 30, 2016

(amounts in thousands)

Beginning Ending
Balance Additions Deductions Balance
Governmental activities
Capital assets not being depreciated/amortized
Land ...cooovivieiiieieiceceee e $ 19,014,276 *$ 495,565 $ 126,605 $ 19,383,236
State highway Infrastructure ............cocooeoeveriieneieneieene 70,684,432 * 2,882,122 103,947 73,462,607
COILECHIONS ...t 22,630 — 3 22,627
Construction/development in progress 15,886,117 * 3,322,560 3,892,618 15,316,059
INtangible aSSELS ......ccvevvevierierieriieieeeeeee e, 418,477 * 7,709 — 426,186
Total capital assets not being depreciated/amortized ...... 106,025,932 6,707,956 4,123,173 108,610,715
Capital assets being depreciated/amortized
Buildings and improvements ............cccoeverereeeeieienienennn 22,568,634 * 1,395,331 55,711 23,908,254
Infrastructure ........ccocoeeveeeeereennn, 736,156 1,592 83 737,665
Equipment and other assets ..........cccceoeverereneneneeieieenen 4903,365 * 398,668 331,673 4,970,360
INtangible ASSELS .....oovevievirieeieieieieieieeieeie e, 1,659,204 * 435,860 62,785 2,032,279
Total capital assets being depreciated/amortized ............ 29,867,359 2,231,451 450,252 31,648,558
Less accumulated depreciation/amortization for:
Buildings and improvements ............c.ccoceverenenenieeenienenen 7,722,917 * 588,915 30,330 8,281,502
INfrastruCture ...oc.veeeiiiceee e 360,410 16,667 83 376,994
Equipment and other assets ..........coceovevereneneneneneneenne. 4,019,521 * 317,564 320,335 4,016,750
Intangible assets ......c.cceeveeieienienineeeeeee 624,453 * 159,334 59,312 724,475
Total accumulated depreciation/amortization 12,727,301 1,082,480 410,060 13,399,721
Total capital assets being depreciated/amortized, net ..... 17,140,058 1,148,971 40,192 18,248,837
Governmental activities, capital assets, Net .........c.cccocoeevennnes $ 123,165,990 $ 7,856,927 $ 4,163,365 $ 126,859,552
Business-type activities
Capital assets not being depreciated/amortized
Land ............... e $ 239,322 *§ 7,963 $ 2,560 $ 244,725
Collections 11,088 5,125 7 16,206
Construction/development in progress ..........oceeeevevereennene 1,167,867 * 787,871 316,494 1,639,244
INtangible aSSELS ......ccoevvevierieriiriieieeeeeeieee e, 115,761 4,643 6,873 113,531
Total capital assets not being depreciated/amortized ...... 1,534,038 805,602 325,934 2,013,706
Capital assets being depreciated/amortized
Buildings and improvements ............c.ccoceverenenenieieienennn 11,098,198 * 446,877 1,790 11,543,285
Infrastructure .........ccccooeeeeeveeennenn. 305,549 69,344 2,044 372,849
Equipment and other assets .... 740,532 107,225 20,447 827,310
Intangible assets .......cceeveierieriirienieeieeeeeeee e 337,629 13,609 14,778 336,460
Total capital assets being depreciated/amortized ............ 12,481,908 637,055 39,059 13,079,904
Less accumulated depreciation/amortization for:
Buildings and improvements .............ccoevereeeenieeneeeennne 4,205,428 * 294,595 961 4,499,062
INFraSIIUCIULE ©...vveeveeie e 84,420 18,041 2,115 100,346
Equipment and other assets ...........cccooeererieineinieneeseen 437,292 69,984 18,657 488,619
Intangible aSSELS .....cceeevveririiiieiieieeeieie e 151,979 18,423 14,032 156,370
Total accumulated depreciation/amortization ................. 4,879,119 401,043 35,765 5,244,397
Total capital assets being depreciated/amortized, net ..... 7,602,789 236,012 3,294 7,835,507
Business-type activities, capital assets, Net ...........ccccevveunan. $ 9136827 $ 1041614 3 329,228 $ 9,849,213
* Restated
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Table 9 summarizes the depreciation expense charged to the activities of the primary government.

Table 9

Schedule of Depreciation Expense — Primary Government

June 30, 2016
(amounts in thousands)

Amount
Governmental activities
GENETAL GOVEITIMICNE ....e.vivietieiieiienieteeteete ettt st et estestetesseeseeseeseessessensensesessessessaeseesaessensensensesenseeseaseessessensansanses $ 226,524
e DTz 5 o) s PSR 163,433
Health and NUMAN SETVICES .....ooviiiiiiiiiiciieiieiieieteieste ettt te ettt a et e st e besbeeseeseesaessessessasassesseeseeseeseeseessensensens 119,322
Natural resources and environmental PrOTECLION .......c..evereririririeieieienereeie ettt 59,895
Business, consumer Services, and NOUSINE ........cceiieieiieriirierienieeieeee ettt ettt sbe et e e eens 13,029
TTANSPOTTATION ....euteatitiettett ettt ettt sttt b et e st e e et e s bt eb e e bt eh e es e eabe s s e b e nb e besbeebeebeestemeenten b et e b e b e ebeeneeneensennenne 176,347
Corrections and reNabilitatioN .............ccoiiiiiiiiiiiiiii ettt e e e e ae e et eeeaae e aae e eaeeeeaaeeennas 273,072
Internal service funds (charged to the activities that utilize the fund) ..........cccocooviniiininiiie 50,858
Total gOVErnNMENTAl ACTIVITIES ........coviiiiicieecee ettt sttt e et neenas 1,082,480
BUSINESS-TYPE CTIVITIES ...tttk b ekttt 401,043
Total Primary GOVEINIMENT ....c..viuiiiiieiiiiie ettt $ 1,483,523
Table 10 summarizes the capital activity for discretely presented component units.
Table 10
Schedule of Changes in Capital Assets — Discretely Presented Component Units
June 30, 2016
(amounts in thousands)
Beginning Ending
Balance Additions Deductions Balance
Capital assets not being depreciated/amortized
Land ..coovoiieieeee e 1,125,463  § 193,328 § 2,070 § 1,316,721
Collections 394,180 51,030 172 445,038
Construction/development in progress ..... . 2,859,030 276,209 43,398 3,091,841
INtangible aSSELS ......ccvevverierierieriieieeeeeee e, 5,098 — — 5,098
Total capital assets not being depreciated/amortized ...... 4,383,771 520,567 45,640 4,858,698
Capital assets being depreciated/amortized
Buildings and improvements ............c.ccocevererenenieieienienen 35,276,089 1,775,033 60,028 36,991,094
Infrastructure ...........cccooeeevvieeiiieiiecee e, 734,287 20,985 5,085 750,187
Equipment and other depreciable assets ...........c.coceeeeruenenne. 10,445,545 660,216 361,569 10,744,192
INtangible aSSELS ......ccvevverierierririieieeieeee e, 863,343 101,071 43,258 921,156
Total capital assets being depreciated/amortized ............ 47,319,264 2,557,305 469,940 49,406,629
Less accumulated depreciation/amortization for:
Buildings and improvements ...............coceeveievereeieieeeneinen. 13,806,309 1,126,322 27,988 14,904,643
INfrastruCture ........c..coovieeiiceiecee e 352,449 24,729 5,085 372,093
Equipment and other depreciable assets ...........c.ccceeeeruennne. 7,332,506 651,652 295,667 7,688,491
Intangible aSSets .......c.ccvevverierierierieiereeeeeeieeeeeene 360,964 74,018 31,238 403,744
Total accumulated depreciation/amortization 21,852,228 1,876,721 359,978 23,368,971
Total capital assets being depreciated/amortized, net ..... 25,467,036 680,584 109,962 26,037,658
Capital @SSets, NET .....coiiiieiiiee e, 29,850,807 $ 1,201,151 $ 155,602  $ 30,896,356
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NOTE 8: ACCOUNTS PAYABLE

Accounts payable are amounts, related to different programs, that are due taxpayers, vendors, customers,

beneficiaries, and employees. Table 11 presents details related to accounts payable.

The adjustment for the fiduciary funds represents amounts due fiduciary funds that were reclassified as

external payables on the government-wide Statement of Net Position.

Table 11

Schedule of Accounts Payable

June 30,2016

(amounts in thousands)

Governmental activities

General Fund
Federal Fund

Transportation Fund ...........cceeevievieniinininieeeeeeeeese e
Environmental and Natural Resources Fund ................c...........

Nonmajor governmental funds ...........cccooeveviieneiinennicnene

Internal service funds .........c.oceovvieieiieeeeeeeeeeeeee e

Adjustment:

Fiduciary funds

Total governmental activities ..........ccccooeeeiviiiienciiienn

Business-type activities
Electric Power Fund .........ccoocooiiiiiiiinieeccee
Water Resources Fund ...........cocoooeiiininininiiceeeccee
State Lottery Fund ..........cooceeieiiieniiieeeeeee e,
Unemployment Programs Fund ............cccccoeeniniininninnnn.
California State UnivVerSity .......cccevveruereeriereeieieieieienieseeeneenes

Nonmajor enterprise funds ..........cccevevererirerieiieieieiereseen,

Adjustment:

Fiduciary funds

Total business-type actiVities .........ccccoeeerirrnerenineen,

General Health and
Government Education Human Services
250,452 454,545 482,163
124,941 213,362 303,604
2,217 — 1
3,987 51 915
613,248 929 199,152
278,147 — 127,340
710,696 1,473,320 17,153,402
1,983,688 2,142,207 18,266,577
42,190 — —
— — 2,769
— 223,033 -
47 31 55
42,237 223,064 2,824
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Natural Resources
and Environmental

Protection Transportation Other Total
$ 267,880 — 366,355 1,821,395
54,128 463,134 34,700 1,193,869
10,446 350,205 51 362,920
336,439 134,811 501 476,704
5,286 1,837 27,534 847,986
15,799 — 10,500 431,786
— 63,352 — 19,400,770
$ 689,978 1,013,339 439,641 24,535,430
$ 2,000 — — 2,000
115,898 — — 115,898
— — — 42,190
— — — 2,769
— — — 223,033
617 - 1,618 2,368
— — 8 8
$ 118,515 — 1,626 388,266
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NOTE 9: LONG-TERM OBLIGATIONS

As of June 30, 2016, the primary government had long-term obligations totaling $228.5 billion. Of that
amount, $7.1 billion is due within one year. Governmental activities had a net increase in long-term
obligations of $7.7 billion. Significant increases included $6.8 billion in net pension liability and $3.4 billion
in net OPEB obligation. Significant decreases included $1.5 billion in general obligation bonds payable,
$1.2 billion in revenue bonds payable, and $298 million in Proposition 98 funding guarantees.

Not included in the mandated cost claims payable shown in Table 12 are certain state-mandated programs that
are in the adjudication process. Until the Commission on State Mandates rules on a test claim and the claim’s
parameters and guidelines are established, expected costs cannot be reasonably determined; however, a
positive finding for any of the claimants could individually or in aggregate pose a significant cost to the State.

As of June 30, 2016, the pollution remediation obligations decreased by $75 million to $1.0 billion. Under
federal Superfund law, responsibility for pollution remediation is placed on current and previous owners or
operators of polluted sites. Currently, the State’s most significant superfund site is the Stringfellow Class 1
Hazardous Waste Disposal Facility (Stringfellow) located in Riverside County. As of June 30, 2016, the State
estimates that remediation costs at Stringfellow will total $426 million. At two other sites, Leviathan Mine
and BKK Landfill, obligating events have occurred. At the Leviathan Mine site, litigation was concluded by
settlement in March 2015. The settlement requires the State to pay 20% to 25% of ongoing cleanup costs at
the Leviathan Mine site, with the remainder paid by ARCO. At the BKK Landfill site, reasonable estimates of
the remediation costs cannot be made at this time. In addition to superfund sites, the State’s other pollution
remediation efforts include underground storage tank removal and cleanup, cleanup of polluted groundwater,
and contaminated soil removal and cleanup, as required by state law.

The other long-term obligations for governmental activities consist of $18 million owed to the University of
California, the Technology Services Revolving Fund notes payable of $23 million, and the Water Resources
Revolving Fund notes payable of $5 million. The compensated absences will be liquidated by the General
Fund, special revenue funds, capital projects funds, and internal service funds. Workers’ compensation and
capital leases will be liquidated by the General Fund, special revenue funds, and internal service funds. The
General Fund will liquidate net pension liabilities, the Proposition 98 funding guarantee, lawsuits, and
reimbursement of costs incurred by local agencies and school districts for costs mandated by the State.

Business-type activities had a net decrease in long-term obligations of $550 million, as restated. Significant
decreases included $2.6 billion in loans payable to the US Department of Labor for prior-year’s shortfalls in
the Unemployment Fund and $821 million in capital lease obligations. Significant increases included
$1.3 billion in revenue bonds payable, $1.2 billion in net pension liability, and $343 million in lottery prizes
and annuities.
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Table 12 summarizes the changes in long-term obligations during the year ended June 30, 2016.

Table 12

Schedule of Changes in Long-term Obligations
(amounts in thousands)

Balance
July 1, 2015 Additions
Governmental activities

Compensated absences Payable ..........ccccviuivieirieiiirieiiee et $ 3,686,010 $ 1,459,159
Workers’ compensation benefits payable ...........cccooeieiiririnieieeeeeeeene 3,840,191 539,868
Certificates of participation and commercial paper outstanding1 .................................. 493,800 1,816,520
DISCOUNLS ..ttt et (30) —
Total certificates of participation and commercial paper payable 493,770 1,816,520
Capital 16ase ODIIZALIONS ......eeveeuieieieiiriiieeieeteetee ettt ettt 274,760 120,535
General obligation bonds outStanding .............ceceevierieriereneneneeeeeee e 76,949,340 7,316,280
PIOMIUINIS ...oooiiiiiiii e et et e e eaae e e aeeeteeeeaaeeennens 3,560,462 1,017,929
Total general obligation bonds payable ............cccceveveriinininieieieeeeeeeee 80,509,802 8,334,209
Revenue bonds oUtStANdING ........ccveoverieriiriiririieiieieeeee e 17,187,495 990,835
ACCTEIEA INTETEST ...ttt e et e e et e e enaeeeteeeenaeeennens 467,317 45,346
PIOMIUINIS ..ooiiiiiiiii ettt et e e et e eaae e e e e eteeeeaneeennens 756,579 136,424
DIESCOUNES ...ttt ettt sttt s et e et e be b e be bt eneens (1,420) —
Total revenue bonds Payable ...........cceveririiiiieieeeee e 18,409,971 1,172,605
Mandated cost claims PayabIe .........c.ccveviriirinirieieeee s 3,006,566 145,525
Net other postemployment benefits 0bligation .............ccceeevivirieiieienienierieeseeeeeees 21,593,644 5,423,222
Net Pension HaDIlILY ........ceeeieieriiiiiee e 57,456,241 22,325,704

Other long-term obligations:
Proposition 98 funding GUATANtEE ..........c.cccereruerieieieieieieteeteeieee e 1,512,469 13,274
Pollution remediation OblIZAtIONS ........ceeieieieierierieierieseeieeieeee e 1,098,641 * 43,695
OBNET 1.ttt ettt et et ettt a e et b e et ettt et ettt enas 50,857 15,653
Total other long-term obligations ...........cccevereririeieieieieeeese e 2,661,967 72,622
Total governmental aCtIVILIES ..........cccooviiiiiiiiieeee e $ 191,932,922 $ 41,409,969

Business-type activities

L0ANS PAYADIE ......vvveceececeeeceeeceeeeeeeee ettt $ 5,670,653 $ —
Lottery prizes and anNUITIES .........ccverververierierieetierieieietesiessesteeseereeseessesaesessessessessessens 1,334,895 4,265,312
Compensated absences payable ................... 337,561 133,628
Workers’ compensation benefits payable .... 2,976 442
Commercial paper outstanding .................... 237,186 183,970
Capital 16aSe ODIIZALIONS ....cveeveeiieieieieriecieeteeeeteetet ettt e e e e ssessesseeseeseeneas 1,210,409 66,972
General obligation bonds outStanding .............cceceevverieriereneneneeeeieeeee e 651,150 545,440
PIEIMIUINIS ..ottt et e e e e e e e e ateeeeaeeeeneeeenseeeeneeeeneeesneeaas — 3,697
DISCOUNES ..vevveititietieteeteett ettt et ettt ete e te et se e st e st et e bessesseeseeseeseesaensensesensessesseeseeneas (1,017) (1,573)
Total general obligation bonds payable ...........cccccevererererieieieieieeeeee s 650,133 547,564
Revenue bonds OUtSTANAING. .......cc.evveriiririieieieteeete ettt ere e eeeens 11,813,518 3,073,320
PIEIMIUINIS ..ottt ettt e e et e e e e e e ateeeeaeeeeneeeenaeeeeneeeeneeeseeeaas 857,295 428,669
DISCOUNES ..vvevveiieieetiete ettt ettt ettt eteete e e st e st e st et e sesseeseeseeseeseesaensessensensesseaseeseaneas (194) —
Total revenue bonds Payable .........c.cceveriiiiiiieieieereeee et 12,670,619 3,501,989
Net other postemployment benefits OblIGation ...........cccceeieieirieeiieiieierierieeeeee e 735,176 188,642
Net Pension HADIIILY ......cveieieiiieieieececeeee ettt ebe et see et 6,248,976 2,544,017
Other [ong-term ODIIALIONS .....c.ecuieieieieiiieieeie ettt s b ene e 347,339 * 31,073
Total busSiness-tyPe ACHIVITIES ......covoeieiiiiiiieese e $ 29,445,923 $ 11,463,609

* Restated
I All certificates of participation were retired in the 2015-16 fiscal year.

102



Notes to the Financial Statements

Balance Due Within Noncurrent
Deductions June 30, 2016 One Year Liabilities

$ 1,361,803  $ 3,783,366 § 5,959 $ 3,777,407
443,621 3,936,438 408,606 3,527,832
1,539,105 771,215 — 771,215
(30) — — —
1,539,075 771,215 — 771,215
25,113 370,182 25,689 344,493
9,323,865 74,941,755 2,963,410 71,978,345
476,851 4,101,540 226,242 3,875,298
9,800,716 79,043,295 3,189,652 75,853,643
2,245,691 15,932,639 585,661 15,346,978
— 512,663 — 512,663
127,386 765,617 94,938 670,679
(1,000 (420) (108) (312)
2,372,077 17,210,499 680,491 16,530,008
209,941 2,942,150 177,681 2,764,469
2,049,807 24,967,059 — 24,967,059
15,487,916 64,294,029 — 64,294,029
311,003 1,214,740 218,000 996,740
118,978 1,023,358 59,544 963,814
20,543 45,967 11,017 34,950
450,524 2,284,065 288,561 1,995,504
$ 33,740,593 $ 199,602,298 $ 4,776,639 $ 194,825,659
$ 2,558,475 $ 3,112,178  § — 3 3,112,178
3,922,738 1,677,469 968,569 708,900
114,315 356,374 155,976 200,898
136 3,282 — 3,282
373,740 47,416 400 47,016
887,996 389,385 43,818 345,567
404,330 792,260 58,010 734,250
72 3,625 — 3,625
(1,074) (1,516) — (1,516)
403,328 794,369 58,010 736,359
2,107,660 12,779,178 943,470 11,835,708
136,718 1,149,246 80,007 1,069,239
(144) (50) — (50)
2,244,234 13,928,374 1,023,477 12,904,897
72,991 850,827 — 850,827
1,330,778 7,462,215 — 7,462,215
104,636 273,776 27,381 246,395
$ 12,013,367 $ 28,896,165 $ 2277631  $ 26,618,534
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NOTE 10: PENSION TRUSTS

The California Public Employees’ Retirement System (CalPERS) provides retirement and health benefits to
eligible employees of the State, public agencies, and public schools through single-employer, agent
multiple-employer, and cost-sharing plans. The California State Teachers’ Retirement System (CalSTRS)
provides pension benefits to full-time and part-time employees of the State’s public school system. Both are
fiduciary component units of the State, and their financial activity is included in the pension and other
employee benefit trust funds column of the fiduciary funds and similar component units’ financial statements
of this report.

CalPERS administers four defined benefit retirement plans: the Public Employees’ Retirement Fund (PERF),
the Judges’ Retirement Fund (Judges’), the Judges’ Retirement Fund II (Judges’ 1), and the Legislators’
Retirement Fund (Legislators”). CalPERS previously administered three defined contribution plans: the State
Peace Officers’ and Firefighters’ Defined Contribution Plan Fund (SPOFF), the Public Employees’ Deferred
Compensation Fund, and the Supplemental Contributions Program Fund. The SPOFF plan was terminated in
2014 and, as directed by state statute, the remaining funds were transferred to the Supplemental Contributions
Program Fund.

The PERF accounts for the majority of assets and liabilities reported for CalPERS’ plans. CalPERS issues a
publicly available financial report that includes financial statements and required supplementary information
for these plans. The report may be found on CalPERS’ website at www.CalPERS.ca.gov.

Contributions to the CalPERS’ pension trust funds are recognized in the period in which the contributions are
due, pursuant to legal requirements. Benefits and refunds in the defined benefit plans are recognized when due
and payable in accordance with the terms of each plan.

CalSTRS administers four defined benefit retirement plans within the State Teachers’ Retirement Plan: the
Defined Benefit Program, the Defined Benefit Supplement Program, the Cash Balance Benefit Program, and
the Replacement Benefit Program. CalSTRS issues a publicly available financial report that includes financial
statements and required supplementary information for these plans. This report may be found on its website at
www.CalSTRS.com.

Member contributions to CalSTRS’ pension plans are recognized in the period in which the contributions are
earned. Employer and state contributions are recognized when earned and when the employer or the State has
made a formal commitment to provide the contributions. Benefits and refunds are recognized when due and
payable, in accordance with the retirement and benefits programs.

For the purpose of measuring net pension liability, deferred outflows and deferred inflows of resources related
to pensions, and pension expense, information about the fiduciary net positions of CalPERS’ and CalSTRS’
plans and changes to the plans’ fiduciary net positions has been determined on the same basis as reported by
the plans.

The University of California, a discretely presented component unit, administers the University of California
Retirement System (UCRS), which consists of two defined benefit plans funded with University and
employee contributions, and four defined contribution plans with options to participate in internally or
externally managed investment portfolios generally funded with employee non-elective and elective
contributions. The State does not directly contribute to the UCRS. Additional information on the UCRS can
be found in the University’s separately issued financial statements on its website at www.ucop.edu.
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A. California Public Employees’ Retirement System

1. Public Employees’ Retirement Fund (PERF)

Plan Description: The PERF is comprised of and reported as three separate entities for financial reporting
purposes, of which the State reports only PERF A. PERF A is comprised of agent multiple-employer plans,
which include the State of California and most public agencies’ rate plans that have more than 100 active
members. PERF B is a cost-sharing multiple-employer plan comprised of school employers and consisting of
non-teaching and non-certified employee members. PERF C is a cost-sharing multiple-employer plan
comprised of public agencies’ plans that generally have fewer than 100 active members. Employers
participating in the PERF as of June 30, 2015, included the primary government and certain discretely
presented component units; 1,423 school employers, including charter schools; and 1,630 public agencies. As
the State is not an employer in PERF B or PERF C, the term “PERF” is used hereafter to refer exclusively to
the agent multiple-employer plans that include employees of the primary government and certain discretely
presented component units.

CalPERS acts as the common investment and administrative agent for participating employers. State
employees served by the PERF include first- and second-tier miscellaneous and industrial employees,
California Highway Patrol (CHP) employees, peace officers and firefighters, and other safety members.

Benefits Provided: All employees in a covered class of employment who work half-time or more are eligible
to participate in the PERF. The PERF provides retirement, death, disability, and survivor benefits. Vesting
occurs after five years, or after ten years for second-tier employees. The benefit provisions are established by
the Public Employees’ Retirement Law (PERL) and the Public Employees’ Pension Reform Act of 2013
(PEPRA), and are summarized in Appendix B of the State’s June 30, 2014 Actuarial Valuation Report, which
may be found at www.CalPERS.ca.gov/docs/forms-publications/2014-state-valuation.pdf. In general, for the
PERF plans, retirement benefits are based on a formula using a member’s years of service credit, age at
retirement, and final compensation (average salary for a defined period of employment). Retirement formulas
vary based on:

» Classification (e.g., miscellaneous, safety, industrial, CHP, or peace officers and firefighters);
* Membership category (pre-PEPRA and post-PEPRA); and
* Specific provisions in employees’ contracts.

The four basic types of retirement are:

» Service Retirement — The “normal” retirement is a lifetime benefit. In most cases, employees become
eligible for service retirement as early as age 50 with five years of service credit. If the employee
became a member on or after January 1, 2013, he or she must be at least 52 year old with at least five
years of service to retire. Second-tier employees (miscellaneous and industrial) become eligible at age
55 with at least ten years of service credit.

* Vested Deferred Retirement — Vested members who leave employment but keep their contribution
balances on deposit with CalPERS are eligible for this benefit.

* Disability Retirement — Vested members who can no longer perform the usual duties of their current
position due to illness or injury may receive this benefit.

* Industrial Disability Retirement — This benefit is available for eligible safety members, industrial
employees, CHP employees, and peace officers and firefighters, who are unable to perform the usual
duties of their current position due to job-related illness or injury.
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Employees Covered by Benefit Terms: The State’s June 30, 2015 Actuarial Valuation Report provides
information about the number of employees by type covered within the various PERF plans. Table 13 shows
the number of employees covered by the benefit terms of each of the PERF plans as of the most recent
valuation.

Table 13

Number of Employees by Type Covered by Benefit Terms — PERF Plans
June 30, 2015

State Peace California

State State State Officersand  Highway Total
Miscellaneous  Industrial Safety Firefighters Patrol PERF Plans
Inactive employees or beneficiaries
currently receiving benefits ............ 182,297 12,752 22,687 34,781 8,650 261,167
Inactive employees entitled to but
not yet receiving benefits ................ 51,939 3,202 5,857 6,378 366 67,742
Active employees ........covveverrrenenene, 204,731 19,888 31,536 46,237 7,493 309,885
TOtal ..o, 438,967 35,842 60,080 87,396 16,509 638,794

Contributions:  Section 20814(c) of PERL requires that the employer contribution rates for all public
employers be determined on an annual basis by the actuary and shall be effective on the July 1 following
notice of a change in the rate. The total plan contributions are determined through CalPERS’ annual actuarial
valuation process. The actuarially determined rate is the estimated amount necessary to finance the costs of
benefits earned by employees during the year, with an additional amount to finance any unfunded accrued
liability. The employer is required to contribute the difference between the actuarially determined rate and the
contribution rate of employees. Employer contribution rates may change if plan contracts are amended.

Table 14 shows the average active employee and the employer contribution rates for each of the PERF plans as
a percentage of annual pay for the measurement period ended June 30, 2015.
Table 14

Contribution Rates — PERF Plans
June 30, 2015

State Peace California

State State State Officers and Highway

Miscellaneous  Industrial Safety Firefighters Patrol
Average active employee rate ............cccocceeeennennnn 6.587 % 7.735 % 10.450 % 11.498 % 10.388 %
Employer rate of annual payroll ...........cccceceeennne. 24.265 % 18.134 % 19.278 % 36.780 % 43.455 %
TOTAl oo 30.852 % 25.869 % 29.728 % 48.278 % 53.843 %
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Actuarial Methods and Assumptions: The total pension liability for PERF plans was measured as of
June 30, 2015 (measurement date), by rolling forward the total pension liability determined by the
June 30, 2014 actuarial valuation (valuation date), based on the actuarial methods and assumptions shown in
Table 15.

Table 15

Actuarial Methods and Assumptions — PERF Plans

Valuation date: June 30, 2014
Actuarial cost method: Entry age normal in accordance with the requirement of GASB 68

Actuarial assumptions:

Discount rate 7.65%

Inflation 2.75%

Salary increases Varies by entry age and service

Investment rate of return 7.65% net of pension plan investment expense but without reduction for administrative

expenses; includes inflation

Mortality Mortality rates are based on the 2014 CalPERS Experience Study adopted by the CalPERS
Board and include 20 years of mortality improvements using Scale BB published by the
Society of Actuaries.

Post-retirement benefit Contract COLA up to 2.75% until the Purchasing Power Protection Allowance floor on
adjustments (COLAs) purchasing power applies, 2.75% thereafter

Discount Rate: The discount rate used to measure the total pension liability was 7.65% for the PERF. To
determine whether the municipal bond rate should be used in the calculation of a discount rate for each plan,
CalPERS stress-tested plans that would most likely result in a discount rate that would differ from the
actuarially assumed discount rate. Results of the testing showed that none of the tested plans would exhaust
assets. Therefore, the current 7.65% discount rate is adequate and the use of the municipal bond rate
calculation is not necessary. The long-term expected discount rate of 7.65% was applied to all plans in the
PERF. The stress test results are presented in the “GASB Crossover Testing Report,” which may be found on
CalPERS’ website at www.CalPERS.ca.gov/docs/gasb-crossover-testing-2015.pdf.

The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best-estimate ranges of expected future real rates of return (expected returns, net of pension
plan investment expense and inflation) are developed for each major asset class.

In determining the long-term expected rate of return, CalPERS took into account both short- and long-term
market return expectations as well as the expected pension fund cash flows. Such cash flows were developed
assuming that both members and employers will make their required contributions on time and as scheduled in
all future years. Using historical returns of all the funds’ asset classes, CalPERS calculated expected compound
(geometric) returns over the short-term (first 10 years) and the long-term (11-60 years) using a building-block
approach. Using the expected nominal returns for both short- and long-term, the present value of benefits was
calculated for each fund. The expected rate of return was set by calculating the single equivalent expected
return that arrived at the same present value of benefits for cash flows as the one calculated using both
short- and long-term returns. The expected rate of return was then set equivalent to the single equivalent rate
calculated above and rounded down to the nearest one quarter of one percent.
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Table 16 shows long-term expected geometric real rate of return by asset class for all plans in the PERF.

Table 16

Long-term Expected Real Rate of Return by Asset Class — PERF Plans

Current Target Real Return Real Return
Asset Class Allocation Years 1-10" Years 11+
GlObAl EQUILY ..ot 51.0 % 525 % 571 %
Global fiXed INCOME .....c.veeviiiiiiiiiciieiictece e 19.0 0.99 2.43
INFlation SENSILIVE ...c.eeuveeeieeiieiieieeieeietee et 6.0 0.45 3.36
Private SQUILY ..ovevverierieeieeieeieeiteeeteee ettt 10.0 6.83 6.95
REAL €STALE ...veveevieiieieieieceeee et 10.0 4.50 5.13
Infrastructure and forestland ...........ccceevevierieniininicieeeeeeeee e, 2.0 4.50 5.09
LAQUIAIEY oottt 2.0 (0.55) (1.05)

TOTAD o 100.0 %

1 An expected inflation rate of 2.5% used for this period.
2 An expected inflation rate of 3.0% used for this period.
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Changes in Net Pension Liability: Table 17 shows changes in net pension liability recognized over the
measurement period for the PERF plans.

Table 17

Changes in Net Pension Liability - PERF Plans

(amounts in thousands)

State Miscellaneous State Industrial
Total Plan Net Total Plan Net
Pension Fiduciary Pension Pension Fiduciary Pension
Liability Net Position Liability Liability Net Position Liability

Balance at June 30, 2014
(Valuation Date) ........cccoeevrivieriiieennn. $ 92,189,174 $ 68,380,562 $ 23,808,612 $ 3,367,907 $ 2,826,449 $ 541,458
Changes recognized for
the measurement period:

SEIVICE COSt vt 1,576,695 — 1,576,695 100,006 — 100,006
Interest on total pension liability ............ 6,970,837 — 6,970,837 257,527 — 257,527
Difference between expected and

actual eXperience. ......coveeueereeueerennenns 693,639 — 693,639 26,976 — 26,976
Plan to plan resources movement ........... — (354) 354 — 30 (30)
Employer contributions ............cccceeeeeene. — 2,608,785 (2,608,785) — 107,238 (107,238)
Employee contributions ............cccccceeeeee — 771,046 (771,046) — 49,482 (49.,482)
Investment iNCOME ..........ccoeeevveeueeeneennenn. — 1,505,042 (1,505,042) — 62,385 (62,385)

Benefit payments, including refunds

of employee contributions (5,098,222) (5,098,222) — (157,029) (157,029) —
Administrative eXpense ...........cooveceevenene — (76,678) 76,678 — (3,252) 3,252
Net changes ......coveveiveeiiieeeeens 4,142,949 (290,381) 4,433,330 227,480 58,854 168,626
Balance at June 30, 2015
(Measurement Date) ..........ccccevverevrennnn $ 96,332,123 $ 68,090,181 $ 28,241,942 $ 3595387 $ 2,885303 $ 710,084
* Restated
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State Safety State Peace Officers and Firefighters
Total Plan Net Total Plan Net

Pension Fiduciary Pension Pension Fiduciary Pension

Liability Net Position Liability Liability Net Position Liability
$ 9626597 *$§ 7,841,392 § 1,785,205 36,219,196 * § 26,367,989 $§ 9,851,207
422,634 — 422,634 838,628 — 838,628
734,333 — 734,333 2,759,982 — 2,759,982
(4,150) — (4,150) 288,526 — 288,526
— 499 (499) — 194 (194)
— 393,925 (393,925) — 1,146,192 (1,146,192)
— 215,482 (215,482) — 366,419 (366,419)
— 175,677 (175,677) — 584,142 (584,142)
(469,275) (469,275) e (1,697,676) (1,697,676) —
— (9,200) 9,200 — (30,069) 30,069
683,542 307,108 376,434 2,189,460 369,202 1,820,258
$ 10,310,139 $ 8148500 $ 2,161,639 38,408,656 $ 26,737,191 $ 11,671,465
(continued)
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Table 17 (continued)

Changes in Net Pension Liability — PERF Plans (continued)
(amounts in thousands)

Balance at June 30, 2014

(Valuation Date) ......

Changes recognized for
the measurement period:

Service oSt ....oovennenen.

Interest on total pension liability .....

Difference between expected

and actual experience ...................

Plan to plan movement ....................

Employer contributions ...................

Employee contributions ...................

Investment income ...

Benefit payments, including refunds

of employee contributions ............

Administrative eXpense ...................

Net changes ..............

Balance at June 30, 2015

(Measurement Date)

California Highway Patrol

Total PERF Plans

Total Plan Net Total Plan Net
Pension Fiduciary Pension Pension Fiduciary Pension
Liability Net Position Liability Liability Net Position Liability
10,060,085 $ 6,656,447 $ 3,403,638 $ 151,462,959 $ 112,072,839 39,390,120

198,665 — 198,665 3,136,628 — 3,136,628
764,348 — 764,348 11,487,027 — 11,487,027
75,593 — 75,593 1,080,584 — 1,080,584
— (214) 214 — 155 (155)

— 351,197 (351,197) — 4,607,337 (4,607,337)

e 85,791 (85,791) — 1,488,220 (1,488,220)

— 146,782 (146,782) — 2,474,028 (2,474,028)
(487,061) (487,061) — (7,909,263) (7,909,263) —
— (7,600) 7,600 — (126,799) 126,799
551,545 88,895 462,650 7,794,976 533,678 7,261,298
10,611,630 $ 6,745342 $ 3,866,288 $ 159,257,935 $ 112,606,517 46,651,418
Reported in governmental activities 37,543,522

Reported in business-type activities 7,462,215

Reported by discretely presented component units 133,525

Not reported in government-wide Statement of Net Position ! 1,512,156

Total net pension liability — PERF plans 46,651,418

(concluded)

" Includes amounts allocated to related organizations and fiduciary funds. Additionally, this amount includes the difference
in net pension liability for discretely presented component units with a reporting period ended December 31, 2015.
Also includes adjustments for net pension liability understatments or overstatements included in the separately
issued financial statements of proprietary funds, fiduciary component units, and discretely presented component units.
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Sensitivity of the Net Pension Liability to Changes in the Discount Rate: Table 18 shows the net pension
liability of the State, with regard to the PERF plans, calculated using the discount rate of 7.65%, as well as
what the State’s net pension liability would be if it were calculated using a discount rate that is one percentage
point lower (6.65%) or one percentage point higher (8.65%) than the current rate.

Table 18

Net Pension Liability Sensitivity — PERF Plans
June 30, 2016
(amounts in thousands)

Current Rate Current Rate Current Rate
-1% 7.65% +1%
State MISCEIlANEOUS .......ooviieeiiieee e, $ 39,887,881  $ 28,241,942  $ 18,471,007
State INAUSLIIAL .....oovveeieieieieeeeeeeeeeeeee e 1,195,626 710,084 308,543
State SAfEtY .oveeieeeieie e 3,525,745 2,161,639 1,054,683
State Peace Officers and Firefighters ..........ccccocevenininininnenene. 17,052,265 11,671,465 7,258,454
California Highway Patrol ...........ccocooiiieiiiiiiieceeeeee 5,342,954 3,866,288 2,655,853
Total PERF PIANS ....ovoiiiiiieeee e, $ 67,004,471 $ 46,651,418 $ 29,748,540

Pension Plans Fiduciary Net Position: Detailed information about the PERF plans’ fiduciary net position is
available in the separately issued CalPERS financial report.

Pension Expense and Deferred Outflows and Deferred Inflows of Resources Related to Pensions: For the
PERF plans, for the year ended June 30, 2016, the State recognized pension expense of $4.3 billion. At
June 30, 2016, the State reported deferred outflows of resources from contributions made by the State to the
PERF plans subsequent to the measurement date of June 30, 2015, but prior to the year ended June 30, 2016.
Differences between expected and actual expenses are recognized as deferred outflows and inflows of
resources. The aggregate difference (positive and negative) between projected and actual earnings on pension
plan investments arising in different measurement periods are reported as net deferred inflows of resources.
Deferred outflows of resources related to contributions subsequent to the measurement date will be
recognized as a reduction of the net pension liability in the subsequent year.
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Table 19 shows pension expense and sources of deferred outflows and deferred inflows of resources related to
each PERF plan.

Table 19

Pension Expense and Sources of Deferred Outflows and Deferred Inflows of Resources
Related to Pensions — PERF Plans

June 30, 2016

(amounts in thousands)

State Peace California

State State State Officersand  Highway Total
Miscellaneous Industrial Safety Firefighters Patrol PERF Plans
Pension EXPENSE .....cccovvvveeieriieeeniennas $ 2415705 $ 84220 $ 294,062 $1,153.836 $ 352,040 $ 4,299,863
Deferred Outflows of Resources:
Employer contributions ...................... 2,814,126 116,594 404,595 1,263,436 377,534 4,976,285
Difference between expected
and actual experience ...................... 515,782 19,042 — 231,952 61,594 828,370

Deferred Inflows of Resources:
Difference between expected
and actual experience ..................... — — (3,207) — — (3,207)
Net difference between projected
and actual earnings on

pension plan investments ................ (616,506) (21,457) (52,450) (214,556) (54,680) (959,649)

Table 20 shows amounts reported as deferred outflows and inflows of resources related to pensions that will
be recognized in pension expense in future years for the PERF plans. Increases to pension expense are shown
as positive amounts and decreases to pension expense are shown as negative amounts.

Table 20

Recognition of Deferred Outflows and Deferred Inflows of Resources — PERF Plans
(amounts in thousands)

State Peace California Total

State State State Officers and Highway PERF

Year Ending June 30 Miscellaneous Industrial Safety Firefighters Patrol Plans
2017, $  (270,130) $ (9,405) $ (46,902) $  (109,417) $ (28,161) $  (464,015)
2018, i (270,130) (9,404) (46,902) (109,417) (28,161) (464,014)
2019, . (287,915) (14,165) (46,901) (109,416) (28,161) (486,558)
20200, 727,451 30,559 85,048 339,989 85,798 1,268,845
2021 — — — 5,657 5,599 11,256

Payable to the Pension Plans: At June 30, 2016, the State reported a payable of $628 million for the
outstanding amount of contributions to the PERF pension plans required for the year ended June 30, 2016.
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2. Single-employer Plans
Plan Description: CalPERS administers three single-employer defined benefit retirement plans.

Judges’ — Judges’ membership includes judges working in the California Supreme Court, the courts of
appeal, and the superior courts who were appointed or elected prior to November 9, 1994. Judges’ is
funded on a “pay-as-you-go” basis, where short-term investments, contributions received during the
year, and a General Fund augmentation are used to provide funding for benefit payments.

Judges’ Il — Judges’ IT membership includes judges working in the California Supreme Court, the courts of
appeal, and the superior courts, who were appointed or elected on or after November 9, 1994. There are
two types of service retirement available for plan members: the Defined Benefit Plan and the Monetary
Credit Plan, in which members can choose a single lump sum payment or annuity at retirement.

Legislators® — Legislators’ was established in 1947 and its members consist of state legislators,
constitutional officers, and legislative statutory officers. The PEPRA closed Legislators’ to new
participants effective January 1, 2013.

Benefits Provided: All employees in a covered class of employment who work on a half-time basis or more
are eligible to participate. The benefits for the defined benefit plans are based on a member’s years of service,
age, final compensation, and a benefit formula. Benefits are provided for disability, death, and survivors of
eligible members or beneficiaries. Members become fully vested in their retirement benefits earned to date
after five years of credited service. Benefits are established in accordance with the provisions of the Judges’
Retirement Law, Judges’ Retirement System II Law, and Legislators’ Retirement Law. Additional information
is available in the Actuarial Valuation Report for each plan, which may be found on CalPERS’ website at
www.CalPERS.ca.gov.

Judges’ — The four basic types of retirement are:

* Service Retirement — Members must be at least age 60 with 20 years of service or age 70 with at least
10 years of service.

* Deferred Retirement — Vested members are eligible for deferred retirement at any age with at least 5
years of service.

» Disability Retirement — The service requirement is four years. The retirement allowance is 65% of a
judge’s final salary, or 75% of his or her final salary if the judge has 20 or more years of service.

* Death Benefits — Beneficiaries may receive 25% of a current active judge’s salary for life if the judge
was not eligible for retirement. Beneficiaries receive one-half of what the retirement allowance
would have been if the judge had retired on the date of death.

Judges’ Il — The four basic types of retirement are:

» Service Retirement — Judges must be at least age 65 with 20 years of service or age 70 with a
minimum of five years of service to receive the defined benefit plan. Judges must have at least five
years of service to receive the monetary credit plan.

» Disability Retirement (non-work related) — Judges who have five years of service and become
permanently disabled because of a mental or physical disability may apply to the Commission on
Judicial Performance for disability retirement.

» Disability Retirement (work related) — Judges receive 65% of their average monthly salary earned
during the 12 months preceding their retirement date, regardless of age or length of service.
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* Death Benefits — Beneficiaries receive the judge’s monetary credits or three times the annual salary at
the time of death, whichever is greater, if the judge was not eligible for retirement. Beneficiaries
receive one-half of the retirement pension for life if the judge was retired on the date of death.

Legislators’ — The three basic types of retirement are:

* Service Retirement — Members must be age 60, with four or more years of service credit, or any age
with 20 or more years. The retirement age for legislative statutory officers is 55, or any age with 20
years or more of service credit.

* Disability Retirement — Disability retirement uses the same formula as service retirement. There is no
reduction for members of the Legislature if retirement is before age 60.

» Death Benefits — Beneficiaries have multiple options depending on whether the member was eligible
for retirement or was retired at the time of death.

Employees Covered by Benefit Terms: The June 30, 2015 actuarial valuation reports for each single-employer
plan provide information about the number of employees by type covered within the plans. Table 21 shows the
number of employees covered by the benefit terms of each of the single-employer plans as of the most recent
valuation.

Table 21

Number of Employees by Type Covered by Benefit Terms — Single-employer Plans
June 30, 2015

Judges’ Judges’ 11 Legislators’ Total
Inactive employees or beneficiaries currently receiving benefits ........... 1,924 96 244 2,264
Inactive employees entitled to but not yet receiving benefits ................. 15 1 14 30
ACLIVE EMPLOYEES ...ttt 231 1,470 9 1,710
TOTAL .o 2,170 1,567 267 4,004

Contributions: As Judges’ is funded on a “pay-as-you-go” basis, the contributions made will be less than the
actuarially determined contribution requirement of normal cost plus a 10-year amortization of the unfunded
accrued liability. The actual contribution is the estimated amount of benefit payouts during the year. Currently,
Judges’ member contributions are 8% of pay. In certain situations, employers make member contributions.

Judges’ II contribution rates are determined through the CalPERS’ annual actuarial valuation process as
required by section 75600.5 of the PERL. Classic members contribute 8% of their annual compensation to the
plan. New members contribute half of the total normal cost calculated on January 1, 2013. The percentage only
changes in any given year once the change to the total normal cost is greater than one percent from the original
percentage determined.

For Legislators’, contribution rates are determined through the CalPERS’ annual actuarial valuation process as

required by section 9358 on the PERL. The minimum employer contribution rate under PEPRA is the greater
of the actuarially determined employer rate or the employer normal cost.
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Table 22 shows the average active employee and the employer contribution rates for each of the
single-employer plans as a percentage of annual pay for the measurement period ended June 30, 2015.

Table 22

Contribution Rates — Single-employer Plans
June 30, 2015

Judges’ Judges’ 11 Legislators’
Average active EMPLOYEE TALE ......everveieierieierieeieeteetteeeeeeiei et seeeeeeeeere e eseeneens “Pay- 8.062 % 7.533 %
Employer rate of annual payroll ..........c.ccoevveieriereninieieieieieee e as-you- 24.615 % 42.257 %
TOTAD e go” 32.677 % 49.790 %

Actuarial Methods and Assumptions: The total pension liability for single-employer plans was measured as
of June 30, 2015 (measurement date), by rolling forward the total pension liability determined by the
June 30, 2014 actuarial valuations (valuation date), based on the actuarial methods and assumptions shown in
Table 23.

Table 23

Actuarial Methods and Assumptions — Single-employer Plans

Valuation date: June 30, 2014
Actuarial cost method: Entry age normal in accordance with the requirement of GASB 68

Actuarial assumptions:

Discount rate Judges’ 3.82%, Judges’ 11 7.15%, Legislators’ 6.00%

Inflation All single-employer plans — 2.75%

Salary increases All single-employer plans — 3.00%

Investment rate of return Judges’ 3.82%, Judges’ 11 7.15%, Legislators’ 6.00%, net of pension plan investment without
reduction of administrative expenses; includes inflation.

Mortality Mortality rates are based on the 2014 CalPERS Experience Study adopted by the CalPERS Board
and include 20 years of mortality improvements using Scale BB published by the Society of
Actuaries.

Post-retirement benefit Judges’ — 3.00%

adjustments (COLAs) Judges’ I1 - 2.75%

Legislators’ —2.75%
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Discount Rate: To determine whether the municipal bond rate should be used in the calculation of a discount
rate for each plan, CalPERS stress tested plans that would most likely result in a discount rate that would
differ from the actuarially assumed discount rate. For the single-employer plans, the following rates were
used:

Judges’ — 3.82%, reflecting the short-term nature of the assets. As the plan is insufficiently funded,
CalPERS uses a discount rate of 3.82%, which falls within a reasonable range of yields on 20-year
tax-exempt general obligation municipal bonds with an average rating of AA.

Judges’ I1 —7.15%
Legislators’ — 6.00%

With the exception of Judges’, which uses a lower rate of return, the information regarding the discount rate
and the long-term expected real rate of return described previously for the PERF plans is also applicable to the
single-employer plans. GAAP requires that the long-term discount rate should be determined without
reduction for pension plan administrative expense.

Table 24 shows long-term expected real rates of return by asset class for Judges’ II and Legislators’.

Table 24

Long-term Expected Real Rate of Return by Asset Class — Judges’ Il and Legislators’ Plans

Judges’ 11 Legislators’
Current Target Current Target Real Return Real Return
Asset Class Allocation Allocation Years1-10' Years 11+2
Global qUILY ....oveveieeeeeiiieieieeeieeeeeee e 50.0 % 24.0 % 525 % 571 %
Global fixed income 34.0 39.0 1.79 2.40
Inflation SENSIIVE ........ccoeeeveeeireeiinieeeieeecieeeeieeene 5.0 26.0 1.00 2.25
ComMOAIIES ....oovvvieeereeeiee e 3.0 3.0 1.66 495
Real eState .....c.cccvvevveeiiciiciececeeeceee e 8.0 8.0 3.25 7.88
TOLAl oo 100.0 % 100.0 %

I An expected inflation rate of 2.5% used for this period.
2 An expected inflation rate of 3.0% used for this period.
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Changes in Net Pension Liability: Table 25 shows the changes in net pension liability recognized over the
measurement period for the single-employer plans.

Table 25

Changes in Net Pension Liability — Single-employer Plans
(amounts in thousands)

Judges’ Judges’ Il
Total Plan Net Total Plan Net
Pension Fiduciary Pension Pension Fiduciary Pension
Liability Net Position Liability Liability Net Position  Liability/(Asset)

Balance at June 30, 2014

(Valuation Date) .........cccceeveeueinienn, $ 3,357,212 % 57,199 $ 3,300,013 $ 967,962 $ 1,013,840 $ (45,878)
Changes recognized for

the measurement period:

SEIVICE COSt ..vvvviriireiiereeeeeeeieeeeenans 27,841 S 27,841 79,641 — 79,641
Interest on total pension liability ....... 133,181 133,181 69,128 e 69,128
Difference between expected
and actual experience: 57,568 57,568 (17,319) — (17,319)
Changes of assumptions .................... 158,646 — 158,646 (16,619) — (16,619)
Employer contributions ..................... — 180,910 (180,910) — 65,629 (65,629)
Employee contributions .................... —— 3,878 (3,878) — 22,242 (22,242)
Investment inCOME .........ceeureereunnnee — 88 (88) — (2,402) 2,402
Benefit payments, including refunds
of employee contributions ............. (201,868) (201,868) — (14,041) (14,041) —
Administrative eXpense .................... — (1,227) 1,227 — (1,127) 1,127
Other miscellaneous income ............. — 2,198 (2,198) — — —
Net changes .......cccocvevierencninens 175,368 (16,021) 191,389 100,790 70,301 30,489
Balance at June 30, 2015
(Measurement Date) ........................ $ 3,532,580 $ 41,178 $ 3,491,402 $ 1,068,752 $ 1,084,141 $ (15,389)
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Legislators’ Total Single-employer Plans
Total Plan Net Total Plan Net
Pension Fiduciary Pension Pension Fiduciary Pension
Liability Net Position  Liability/(Asset) Liability Net Position  Liability/Asset

$ 115521 $ 130354 $  (14,833) $ 4,440,695 $ 1,201,393 $ 3,239,302

769 — 769 108,251 — 108,251
6,268 — 6,268 208,577 — 208,577
(4,246) — (4,246) 36,003 — 36,003
(2,654) — (2,654) 139,373 — 139,373
— 590 (590) — 247,129 (247,129)

— 105 (105) — 26,225 (26,225)

— (94) 94 — (2,408) 2,408
(9,087) (9,087) — (224,996) (224,996) —
— (399) 399 — (2,753) 2,753

— — — — 2,198 (2,198)
(8,950) (8,885) (65) 267,208 45,395 221,813

$ 106571 $ 121469 $  (14,898) $ 4,707,903 $ 1,246,788 $ 3,461,115

Reported in governmental activities $ 3,461,115
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Sensitivity of the Net Pension Liability to Changes in the Discount Rate: Judges’ net pension liability was
calculated using a discount rate of 3.82%; Judges’ II used 7.15%; and Legislators’ used 6.00%. Table 26
shows the net pension liability for each single-employer plan, calculated using the current discount rate, as
well as what the net pension liability would be if it were calculated using a discount rate that is one percentage
point lower or one percentage point higher than the current rate.

Table 26

Net Pension Liability/Asset Sensitivity — Single-employer Plans
June 30, 2016
(amounts in thousands)

Current Rate Current Rate Current Rate
-1% +1%
Judges’ (3.82%) ......... $ 3,906,181 $ 3,491,402 $ 3,143,782
Judges’ I (7.15%) ......... 124,249 (15,389) (124,114)
Legislators’ (6.00%) (2,489) (14,898) (25,065)
Total Single-employer Plans $ 4,027,941 $ 3,461,115 $ 2,994,603

Pension Plans Fiduciary Net Position: Detailed information about the single-employer plans’ fiduciary net
position is available in the separately issued CalPERS financial report.

Pension Expense and Deferred Outflows and Deferred Inflows of Resources Related to Pensions: For the
single-employer plans, for the year ended June 30, 2015, the State recognized pension expense of
$227 million. At June 30, 2016, the State reported deferred outflows of resources from contributions made by
the State to the single-employer plans subsequent to the measurement date of June 30, 2015, but prior to the
year ended June 30, 2016, which will be recognized as a reduction of the net pension liability in the
subsequent year.

Table 27 shows pension expense and sources of deferred outflows and deferred inflows of resources related to
each single-employer plan.

Table 27

Pension Expense and Sources of Deferred Outflows and Deferred Inflows of Resources
Related to Pensions - Single-employer Plans

June 30, 2016

(amounts in thousands)

Judges’ Judges’ 11 Legislators’ Total

PENSION EXPENSE ..vvviieiereriieiereiererereresesereresesee e esesesesesenens $ 194248 $ 40,216  $ (7,278) § 227,186
Deferred Outflows of Resources:

Employer contributions subsequent to the measurement date ...... 3,252 60,476 549 64,277

Net difference between projected and actual earnings

on pension plan iNVESTMENTS..........ceeveereeereeeerieierienieseesreeeeeeenees 3,510 7,231 1,212 11,953
Deferred Inflows of Resources:

Difference between expected and actual experience..................... — (15,305) — (15,305)

Changes Of aSSUMPLIONS. .....c.cuvririeieirieieieieieieieeeeeeetee e, — (14,686) — (14,686)
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Table 28 shows amounts reported as deferred outflows and deferred inflows of resources related to pensions
that will be recognized in pension expense in future years for the single-employer plans. Increases to pension
expense are shown as positive amounts and decreases to pension expense are shown as negative amounts.

Table 28

Recognition of Deferred Outflows and Deferred Inflows of Resources — Single-employer Plans
(amounts in thousands)

Deferred Outflows

of Resources Deferred Inflows of Resources
Year Ending June 30 Judges’ Judges’ 11 Legislators’ Total
2017 i D 1,051 S (6,702) S (106) $ (5,757)
2018 e 1,051 (6,702) (106) (5,757)
2019 e 1,050 (6,702) (106) (5,758)
2020, 358 11,552 1,530 13,440
20210 — (3,946) — (3,946)
Thereafter...........ooooviiiriiiiiieens — (10,260) — (10,260)

B. California State Teachers’ Retirement System

The State reports a net pension liability, deferred outflows and deferred inflows of resources, and expenses as
a result of its statutory requirement to contribute to the State Teachers’ Retirement Fund as a non-employer
contributing entity.

Plan Description: CalSTRS administers the State Teachers’ Retirement Fund, which is an employee benefit
trust fund created to finance the State Teachers’ Retirement Plan (STRP). The STRP is a cost-sharing
multiple-employer defined benefit pension plan that provides retirement, disability, and survivor benefits to
teachers and certain other employees of the California public school system. Four programs comprise the
STRP: the Defined Benefit (DB) Program, the Defined Benefit Supplement (DBS) Program, the Cash
Balance Benefit (CBB) Program, and the Replacement Benefit (RB) Program. CalSTRS issues a publicly
available financial report, which may be found on CalSTRS’ website at www.CalSTRS.com.

Benefits Provided: Membership in the DB Program is mandatory for all employees meeting certain statutory
requirements. The DB Program provides retirement benefits based on a member’s age, final compensation,
and years of service. In addition, the retirement program provides benefits to members upon disability and to
their survivors or beneficiaries upon the death of eligible members. The Teachers’ Retirement Law establishes
the benefits for the DB Program. The DB Program had 1740 contributing employers, 438,388 active and
187,804 inactive program members, and 288,079 benefit recipients as of June 30, 2016. The payroll for
employees covered by the DB Program for the year ended June 30, 2015, was approximately $32.0 billion.

Membership in the DBS Program is automatic for all members of the DB Program. The DBS Program
provides benefits based on the amount of funds contributed. Vesting in the DBS Program occurs automatically
with vesting in the DB Program. The Teachers’ Retirement Law establishes the benefits for the DBS Program.
The primary government does not contribute to the DBS Program.

Contributions: The DB Program contribution rates are based on the provisions of AB 1469 and Education

Code Section 22955.1(b). The Legislature may amend these provisions at any time and submit the amendment
to the Governor for approval. The contribution rates for members and employers for the reporting period were
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8.15% and 8.88% of creditable compensation, respectively. The General Fund contributed an additional
2.017% of total creditable compensation of the fiscal year ending in the prior calendar year. Contributions will
increase to 4.311% in the next year and continue to increase until fiscal year 2046-47. The State contributed a
total of $1.9 billion for the fiscal year 2015-16. CalSTRS’ June 30, 2014 Defined Benefit Actuarial Valuation
Report, may be found on CalSTRS’ website at www.CalSTRS.com/sites/main/files/file-attachements/
2014 db valuation report.pdf.

The CB Benefit Program is designed for employees of California public schools who are hired to perform
creditable service for less than 50% of the full-time equivalent for the position. Employer participation in the
CB Benefit Program is optional. However, if the employer elects to offer the CB Benefit Program, then each
eligible employee will automatically be covered by the CB Benefit Program, unless the member elects to
participate in the DB Program or an alternative plan provided by the employer within 60 days of hire or the
election period determined by the employer. At June 30, 2015, the CB Benefit Program had 33 contributing
school districts and 36,530 contributing participants.

The RB Program is a qualified excess benefits arrangement for DB Program members that is administered
through a separate pension trust apart from the other three STRP programs; it was established in accordance
with Internal Revenue Code section 415(m). Internal Revenue Code section 415(b) imposes a dollar limit on
the annual retirement benefits an individual may receive from a qualified defined benefit pension plan. The
program is funded as needed. Monthly contributions that would otherwise be credited to the DB program are
instead credited to the RB Program to fund monthly program costs. Monthly employer contributions are
received and paid to members in amounts equal to the benefits not paid as a result of Internal Revenue Code
section 415(b), subject to withholding for any applicable income or employment taxes. At June 30, 2015, 287
individuals were receiving benefits from the RB program.

Actuarial Methods and Assumptions: The total pension liability in the June 30, 2014 actuarial valuation
(valuation date) was determined using the actuarial methods and assumptions shown in Table 29, applied to
the measurement period ended June 30, 2015.

Table 29

Actuarial Methods and Assumptions — CalSTRS

VAIUATON AALE ....oeviviiiieiiccie ettt ettt ea et b e e e e ereeeteesbaeseebeenseenseenseenns June 30, 2014
EXPETIENCE STUAY ...ouviviiieiieiieiieieiese ettt ettt ettt ae bt se et e s eseaense e July 1, 2006 through June 30, 2010
Actuarial coSt MEhOA .....c.oeviiiiiiicieieeeee et Entry age normal
Investment rate Of TELUIT ......c.oiuiiiiiiiiiiieieie ettt 7.60 %

Consumer Price INFIALION .......ccovieieieieieieieer ettt se e s essese et 3.00 %

Wage SrOWEh ..o 375 %
Post-retirement benefit increases (COLAS) .....ccuoouiviriiririninieieteeeseerese s 2.00 % simple

CalSTRS uses custom mortality tables to best fit the patterns of mortality among its members. These custom
tables are based on RP2000 series tables adjusted to fit CalSTRS experience. RP2000 series tables are an
industry standard set of mortality rates published by the Society of Actuaries.

Discount Rate: The discount rate used to measure the total pension liability was 7.60%. The projection of
cash flows used to determine the discount rate assumed that contributions from plan members and employers
will be made at statutory contribution rates in accordance with the rate increases created by AB 1469.
Projected inflows from investment earnings were calculated using the long-term assumed investment rate of
return (7.60%) and assuming that contributions, benefit payments, and administrative expense occur midyear.

124



Notes to the Financial Statements

Based on those assumptions, the STRP’s fiduciary net position was projected to be available to make all
projected future benefit payments to current plan members. Therefore, the long-term assumed investment rate
of return was applied to all periods of projected benefit payments to determine the total pension liability.

The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best-estimate ranges of expected future real rates of return (expected returns, net of pension
plan investment expense and inflation) are developed for each major asset class. The best estimate ranges
were developed using capital market assumptions from CalSTRS’ general investment consultant as an input to
the process. Based on the model from CalSTRS’ consulting actuary’s investment practice, a best estimate
range was determined by assuming that the portfolio is re-balanced annually and that annual returns are
lognormally distributed and independent from year to year to develop expected percentiles for the long-term
distribution of annualized returns. The assumed asset allocation is based on board policy for target asset
allocation in effect since 2012.

Table 30 shows the assumed allocation and best estimates of 10-year geometric real rate of return for each
major asset class.

Table 30
Long-term Expected Real Rate of Return by Asset Class — CalSTRS

Assumed Asset Long-term Expected
Asset Class Allocation Real Rate of Return
GLODAL BUILY ...ttt 47 % 4.50 %
PrIVALE SQUILY «.veuvevieeiieiiieii ettt 12 6.20
REAL ESTALE ..ottt ettt ettt eb et ene s 15 4.35
INFlAtiON SENSIEIVE ...evveiiieieieieeieeieeet ettt sttt et e e ae e nne s 5 3.20
FIXEA INCOME ...ttt ettt ettt ettt ebeebeeseeseesaensensese e, 20 0.20
CASH/HQUIAILY ©vevvenveiieiieiieieieiet ettt ebeeseesaesa e s e s e ssessessesneens 1 0.00

TOTAL ot 100 %

Pension Liabilities, Pension Expense, and Deferred Outflows and Deferred Inflows of Resources Related
to Pensions: CalSTRS’ net pension liability was measured as of June 30, 2015 (measurement date) by
applying update procedures and rolling forward the total pension liability determined by the actuarial
valuation as of June 30, 2014 (valuation date). The State’s proportion of the net pension liability was based on
CalSTRS’ calculated non-employer contributions to the pension plan relative to the total contributions of the
State and all participating school districts. Per CalSTRS’ revenue recognition policy, CalSTRS recognizes
state contributions for the entire fiscal year at the beginning of each fiscal year. Contributions excluded from
the proportionate share per CalSTRS’ policy include employer contributions for retirement incentives,
additional service credit, and unused sick leave. As of June 30, 2015, the State’s proportionate share of the
CalSTRS’ net pension liability was 34.593%, or $23.3 billion; this amount is reported in the governmental
activities column of the government-wide Statement of Net Position as of June 30, 2016.
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As a result of its requirement to contribute to CalSTRS, the State recognized expense of $1.55 billion for the
year ended June 30, 2016 and reported deferred outflows and deferred inflows of resources as shown in

Table 31.

Table 31

Sources of Deferred Outflows and Deferred Inflows of Resources Related to Pensions — CalSTRS

June 30, 2016
(amounts in thousands)

Deferred Outflows
of Resources

Deferred Inflows
of Resources

Net difference between projected and actual earnings on pension plan investments ....... $ — % 1,898,464
Difference between expected and actual EXperiences .........covvvereeieieierienieneneseeeeeenes — 389,171
Proportionate Share Change ............coeereiiireineeeeee e — 1,908,275
State contributions subsequent to the measurement date .............c.coceeeieirieieenieeneeene 1,935,287 —

L0 = | RSSO $ 1935287 $ 4,195,910

The $1.9 billion reported as deferred outflows of resources resulting from State contributions subsequent to
the measurement date will be recognized as a reduction of the net pension liability in the year ended

June 30, 2017.

Table 32 shows amounts reported as deferred outflows and deferred inflows of resources related to pensions
that will be recognized in pension expense in futures years as a result of the State’s requirement to contribute
to CalSTRS. Increases to pension expense are shown as positive amounts and decreases to pension expense

are shown as negative amounts.

Table 32

Recognition of Deferred Outflows and Deferred Inflows of Resources — CalSTRS
(amounts in thousands)

Year Ending June 30

Amount

$ (1,168,663)
(1,168,663)
(1,168,663)

75,820
(382,883)
(382,858)
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Sensitivity of the State’s Proportionate Share of the Net Pension Liability to Changes in the Discount Rate:
Table 33 shows the State’s proportionate share of the net pension liability calculated using the discount rate of
7.60%, as well as what the State’s proportionate share of the net pension liability would be if it were
calculated using a discount rate that is one percentage point lower (6.60%) or one percentage point higher
(8.60%) than the current rate.

Table 33

Net Pension Liability Sensitivity — CalSTRS
June 30, 2016
(amounts in thousands)

Current Rate Current Rate Current Rate
-1% 7.60% +1%
State’s proportionate share of net pension liability ......................... $ 35,165,160 $ 23,289,390 $ 13,419,660

Pension Plan Fiduciary Net Position: Detailed information about CalSTRS’ pension plans’ fiduciary net
position is available in the separately issued CalSTRS financial report.

NOTE 11: POSTEMPLOYMENT HEALTH CARE BENEFITS

Other Postemployment Benefits (OPEB) Plan Description: The primary government provides health
benefits (medical and prescription drug benefits) and dental benefits to annuitants of retirement systems
through a substantive single-employer defined benefit plan to which the primary government contributes as an
employer (State substantive plan). The primary government also offers life insurance, long-term care, and
vision benefits to retirees; however, because these benefits are completely paid for by the retirees, the primary
government has no liability. The design of health and dental benefit plans can be amended by the California
Public Employees’ Retirement System (CalPERS) Board of Administration and the California Department of
Human Resources (CalHR), respectively. Employer and retiree contributions are governed by the primary
government and can be amended by the primary government through the Legislature. The State contributes to
the California Employers’ Retiree Benefit Trust Fund (CERBTF). The CERBTF is a self-funded trust fund for
the prefunding of health, dental, and other non-pension benefits. CalPERS reports on the CERBTF as part of
its separately issued annual financial statements, which can be obtained from CalPERS on its website at
www.CalPERS.ca.gov.

Fifty-eight county superior courts (trial courts) are included in the primary government. However, each trial
court is a separate employer for GASB Statement No. 45 reporting purposes. Fifty-one trial courts have a
single-employer defined benefit plan; these plans have separate biennial actuarial valuations. One trial court
(San Diego) has a cost-sharing multiple-employer defined benefit plan. Six trial courts (Alameda, Fresno,
Mendocino, Modoc, San Benito, and Stanislaus) have no plan. Twenty-one plans are not accounted for in a
trust fund and do not issue separate reports.

To be eligible for these benefits, primary government first-tier plan annuitants must retire on or after age 50
with at least five years of service, and second-tier plan annuitants must retire on or after age 55 with at least
10 years of service. In addition, annuitants must retire within 120 days of separation from employment to be
eligible to receive these benefits. During the 2015-16 fiscal year, approximately 178,750 annuitants were
enrolled to receive health benefits and approximately 149,560 annuitants were enrolled to receive dental
benefits. As of July 1, 2015, the most recent actuarial valuation date, the trial courts had approximately
4,750 enrolled retirees and spouses.
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Funding Policy: The contribution requirements of plan members and the State are established and may be
amended by the Legislature. In accordance with the California Government Code, the State generally pays
100% of the health insurance premium cost for annuitants, plus 90% of the additional premium required for
the enrollment of family members of annuitants. The State generally pays all or a portion of the dental
insurance premium cost for annuitants, depending upon the completed years of credited state service at
retirement and the dental coverage selected by the annuitant, as specified in the California Government Code.
The State funds the cost of providing health and dental insurance to annuitants primarily on a pay-as-you-go
basis, with a modest amount of prefunding for members of Bargaining Units 5, 12, and 16. The maximum
2016 monthly State contribution was $705 for one-party coverage, $1,343 for two-party coverage, and
$1,727 for family coverage.

Each of the trial courts determines its respective retirees’ benefits and benefit levels as well as the funding
policy for its respective plan. Nineteen trial courts fund retirees’ benefits on a strictly pay-as-you-go basis.
The fiscal year 2015-16 monthly contribution rate for the trial courts with single-employer defined benefit
plans, the latest year for which contribution information is available, ranged from $0 to $2,977,294, with the
average being $145,805. One trial court (Yolo) continuously contributes at least the annual required
contribution (ARC) of the employer, an amount actuarially determined in accordance with the parameters of
GASB Statement No. 45. The ARC represents a level of funding that, if paid on an ongoing basis, is projected
to cover normal costs each year and amortize any unfunded actuarial liabilities (or funding excess) over a
period not to exceed 30 years. San Diego’s plan, a cost-sharing multiple-employer defined benefit plan, had a
contribution rate of 1.78% of annual covered payroll for active members of the San Diego County Employees
Retirement Association. Twenty-one trial courts will make future trust contributions as funds are made
available. For 2016, Orange contributed either 3.5% of payroll or no less than the ARC, with no commitment
to future contributions. Kern and Lassen are fully funded and no future trust contributions are expected.
Sonoma and Solano anticipate future contributions to be equal to the annual direct subsidy amount, with
Sonoma ceasing contributions once the plan is fully funded. Both Marin and Santa Clara expect to contribute
to their trusts until sufficient funds are available to pay all future benefits, with Santa Clara expecting to
initially contribute $31 million in the 2015-16 fiscal year and an amount annually thereafter, and Marin
expecting to annually contribute $100,000. Los Angeles and Nevada expect to contribute to their trusts as
funds are available, with Los Angeles initially contributing $21 million in the 2016-17 fiscal year, and Nevada
contributing $25,000 in the 2015-16 fiscal year. Shasta will make future trust contributions as funds are
available, with an annual target of $100,000. For the year ended June 30, 2016, the State contributed
$2.1 billion toward annuitants’ health and dental benefits. Of this amount, the trial courts represent
$91 million and certain discretely presented component units represent $4 million.
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Annual OPEB Cost and Net OPEB Obligation: The State’s annual OPEB cost (expense) is calculated based
on the ARC. Table 34 presents the State’s OPEB cost, the percentage of annual OPEB cost contributed to the
plan, and the net OPEB obligation for the year ended June 30, 2016, and the two preceding years, including
trial courts.

Table 34
Schedule of Annual OPEB Cost, Percentage of Annual OPEB Cost Contributed and Net OPEB Obligation

(amounts in thousands)

Percentage of Annual

Fiscal Year Ended Annual OPEB Cost OPEB Cost Contributed Net OPEB Obligation
June 30, 2014 $ 5,129,284 37.20 % $ 19,489,030
June 30, 2015 5,156,787 39.33 22,617,653
June 30, 2016 5,693,106 37.74 26,162,194

Table 35 presents the components of the State’s net OPEB obligation to the OPEB plan, including trial courts.

Table 35

Schedule of Net OPEB Obligation
June 30, 2016
(amounts in thousands)

Amount
ANNuAal reqUITEd CONTITDULION .....eoutiiiiiitiitieiiei ettt ettt ettt te bt et e e st en b e st enaesbesbesbeebeeneeneeneeneensensan $ 5,626,380
Interest on net OPEB ODLIZALION .......ccuiiuiiiieiieiieieiesie ettt ettt ettt ettt beese s e s eneenseneas 967,619
Adjustment to annual required contribution (900,893)
Annual OPEB cost 5,693,106
Contributions made (2,148,565)
Increase in net OPEB obligation 3,544,541
Net OPEB obligation — beginning of year 22,617,653
Net OPEB 0bligation — €nd 0F YEAI ! ..........c.cvivciciceeceecece ettt $ 26,162,194

" This total is not fully reported within this State’s financial statements as a portion is allocated to related organizations that are not
included in the CAFR and fiduciary component units that deem the amount immaterial for inclusion in their separately issued
financial statements.

Funded Status and Funding Progress: As of June 30, 2016—the most recent actuarial valuation date for the
State substantive plan—the actuarial accrued liability (AAL) for benefits was $76.7 billion, and the actuarial
value of assets was $148 million, resulting in an unfunded actuarial accrued liability (UAAL) of $76.5 billion.
The covered payroll (annual payroll of active employees covered by the plan) was $20.2 billion, and the ratio
of the UAAL to the covered payroll was 380%.

For the trial courts, as of July 1, 2015—the most recent actuarial valuation date—the AAL for benefits was

$1.5 billion and the actuarial value of assets was $88 million, resulting in an UAAL of $1.4 billion. The
covered payroll was $1.0 billion and the ratio of the UAAL to covered payroll was 139%.
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Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions
about the probability of occurrence of events far into the future. Examples include assumptions about
mortality and the healthcare cost trend. Amounts determined regarding the plan’s funded status and the
employer’s annual required contributions are subject to continual revision as actual results are compared with
past expectations and new estimates are made about the future. The schedule of funding progress, presented as
required supplementary information following the notes to the financial statements, presents multiyear trend
information about whether the actuarial value of plan assets is increasing or decreasing over time relative to
the actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions: Projections of benefits for financial reporting purposes are based on
the substantive plan (the plan as understood by the employer and the plan members) and include the types of
benefits provided at the time of each valuation and the historical pattern of sharing of benefit costs between
the employer and plan members to that point. The actuarial methods and assumptions used are consistent with
a long-term perspective.

In the June 30, 2016 State substantive plan actuarial valuation, the individual entry age normal cost method
was used. The actuarial assumptions included a 4.25% investment rate of return and an annual health care cost
trend rate of actual increases for 2017 and 8.00% in 2018 initially, reduced to an ultimate rate of 4.50% in
2023. Both rates included a 2.75% annual inflation assumption. Annual wage inflation is assumed to be
3.00%. The UAAL is being amortized as a level percentage of active member payroll on an open basis over
30 years.

In the July 1, 2015 biennial actuarial valuations, the entry age normal cost method was used for 51 of the trial
courts. The actuarial assumptions included a 3.75% investment rate of return for 19 trial courts. There are 32
other trial courts with investment rates of return ranging from 4.95% to 7.28%. The actuarial assumptions
included a health care cost trend assumption based on the Society of Actuaries’ “Getzen” trend model that
incorporates (1) initial short-term rates (up to five years); (2) a multi-decade transition period of medium-term
rates until projected healthcare costs reach gross domestic product capacity; and (3) a transition to the ultimate
trend rate. The initial trend rates start at 8.25% for most trial courts and then reduce gradually to an ultimate
trend rate of 4.4% after 60 years. Annual inflation and payroll growth are assumed to be 2.75% and 3.00%,
respectively, for most trial courts. The UAAL is amortized on an open basis over 30 years as a level
percentage of payroll for 47 trial courts. Three other trial courts (Lassen, Orange, and Yolo) amortize on a
closed basis as a level percentage of payroll over 27, 22, and 23 years, respectively. Alpine is amortizing using
the level dollar amount over 22 years on a closed basis.

NOTE 12: COMMERCIAL PAPER AND OTHER LONG-TERM BORROWINGS

The primary government has two commercial paper borrowing programs: a general obligation commercial
paper program and an enterprise fund commercial paper program for the Department of Water Resources.
Commercial paper (new issuance or rollover notes that replace maturing new issuances) may be issued at the
prevailing market rate, not to exceed 11% for the general obligation program and 12% for the Department of
Water Resources enterprise fund program, for periods not to exceed 270 days from the date of issuance. The
proceeds from the initial issuance of commercial paper are restricted primarily for construction costs of
general obligation bond program projects and certain state water projects. For both commercial paper
borrowing programs, the commercial paper is retired by the issuance of long-term debt, so commercial paper
is considered a noncurrent liability.

To provide liquidity for the programs, the State has entered into revolving credit agreements with credit
providers such as commercial banks. The current “Letter of Credit” or “Note Purchase” agreements for the
general obligation commercial paper program authorize the issuance of notes in an aggregate principal
amount not to exceed $2.2 billion. As of June 30, 2016, the general obligation commercial paper program had
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$771 million in outstanding commercial paper notes for governmental activities. The current agreement for
the enterprise fund commercial paper program authorizes the issuance of notes in an aggregate principal
amount not to exceed $140 million. As of June 30, 2016, the enterprise fund commercial paper program had
$43 million in outstanding notes.

The primary government has a bond anticipation note program that consists of borrowing for capital
improvements on certain California State University campuses. As of June 30, 2016, $5 million in outstanding
bond anticipation notes existed in anticipation of the primary government issuing revenue bonds to the public.

The University of California, a discretely presented component unit, has a commercial paper program and
other uncollateralized borrowings. Additional disclosures for the University’s commercial paper and other
long-term borrowings are included in the University’s separately issued financial statements, which can be
obtained from the University on its website at www.ucop.edu.

NOTE 13: LEASES

The aggregate amount of lease commitments for facilities and equipment of the primary government in effect
as of June 30, 2016, was approximately $1.8 billion. Primary government leases that are classified as
operating leases, in accordance with the applicable standards, contain clauses providing for termination.
Operating lease expenditures are recognized as being incurred over the lease term. Operating lease
expenditures for the year ended June 30, 2016, amounted to approximately $256 million for governmental
activities and $27 million for business-type activities. It is expected that, in the normal course of business,
most of these operating leases will be replaced by similar leases.

The total present value of net minimum capital lease payments for the primary government is $760 million.
Note 9, Long-term Obligations, reports current additions and deductions for these capital lease obligations.
Included in the capital lease commitments are lease-purchase agreements, amounting to a present value of net
minimum lease payments of $208 million that the California State University, reported as an enterprise fund,
has entered into with the State Public Works Board (SPWB), reported as an internal service fund. This amount
represents 27.3% of the total present value of minimum capital lease payments of the primary government.
Also included in the capital lease commitments are lease-purchase agreements to acquire equipment. Total
assets related to capital leases have a net carrying value of $254 million for governmental activities and
$467 million for business-type activities.

The capital lease commitments do not include $7.3 billion in lease-purchase agreements with the SPWB and
$186 million in lease purchase agreements with building authorities that are blended component units. The
SPWB and the building authorities acquire or develop office buildings and then lease the facilities to state
agencies. Upon expiration of the lease, title passes to the primary government. The costs of the buildings and
the related outstanding revenue bonds are reported as governmental activities in the government-wide
financial statements. Accordingly, the lease receivables and capital lease obligations associated with these
buildings are not included in the government-wide financial statements.

The University of California, a discretely presented component unit, leases land, buildings, and equipment

under agreements recorded as operating leases. Additional disclosure for the University’s lease obligations is
included in its separately issued financial statements that may be found on its website at www.ucop.edu.
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Table 36 summarizes future minimum lease commitments of the primary government.

Table 36

Schedule of Future Minimum Lease Commitments — Primary Government
(amounts in thousands)

Governmental Activities Business-type Activities
Operating Capital Operating Capital
Year Ending June 30 Leases Leases Leases Leases Total
2017 e $ 215480 $ 65031 $§ 25274 $ 63,683 $§ 369,468
166,683 54,120 19,227 61,232 301,262
122,124 46,876 15,918 34,614 219,532
68,942 30,025 14,355 33,229 146,551
27,511 26,423 15,289 32,476 101,699
65,915 65,846 30,268 144,813 306,342
9,538 42,143 15,920 127,436 195,037
3,735 39,765 5,198 91,829 140,527
2037-2041 oo 104 21,106 2,603 13,005 36,818
2042-2046 ..o 104 262 397 - 763
2047-2051 it 104 — 324 — 428
2052-2056 ..ot 98 — 33 — 131
20572061 ..o 45 — 33 — 78
2062-20606 .....coovrniieieiiieieieeeee e — — 211 — 211
Total minimum lease payments $ 680,383 391,597  $ 145,050 602,317 $ 1,819,347
Less: amount representing interest ...........ocveveeevenens 21,415 212,932
Present value of net minimum lease payments ...... 370,182 389,385
Less: current portion ..........cceeeveereseeeeeeeeeeneeneenenns 25,689 43 818
Capital lease obligation, net of current portion ..... $ 344,493 $ 345567

NOTE 14: COMMITMENTS

As of June 30, 2016, the primary government had commitments of $7.3 billion for certain highway
construction and high-speed rail projects. These commitments are not included as a liability in the Federal
Fund or the Transportation Fund because future expenditures related to these commitments will be reimbursed
with $1.1 billion from local governments and $6.2 billion from proceeds of approved federal grants. The
primary government also had other commitments for which the future expenditures will be reimbursed by the
proceeds of approved federal grants of $623 million for various education programs, $371 million for
terrorism prevention and disaster-preparedness response projects, $296 million for services under the
workforce development program, $189 million for services provided under various public health programs,
$111 million for community service programs, $44 million for services provided under the welfare program,
and $18 million for services provided under the child support program.

The primary government had other commitments, totaling $9.1 billion, that are not included as a liability on
the Balance Sheet or the Statement of Net Position. The $9.1 billion in commitments includes grant
agreements totaling approximately $4.9 billion to reimburse other entities for construction projects for school
building aid, parks, transportation-related infrastructure, housing, and other improvements; and to reimburse
counties and cities for costs associated with various programs. Any assets that have been constructed will not
belong to the primary government, whose payments are contingent upon the other entities entering into
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construction contracts. The $9.1 billion in commitments includes $379 million in undisbursed loan
commitments for various programs aimed at providing housing and emergency shelter to persons in need and
$2.0 billion for undisbursed loan commitments to qualified agencies for clean water projects.

The $9.1 billion in commitments also includes contracts of $1.0 billion for the construction of water projects
and the purchase and transmission of power that are not included as a liability on the Statement of Net
Position of the Water Resources Fund. Included in this amount are certain power purchase, sale, and exchange
contracts. The primary government had commitments of $473 million for CSU construction projects. In
addition, CSU participates in forward-purchase contracts of natural gas and electricity. As of June 30, 2016,
CSU’s obligation under these special purchase arrangements requires it to purchase at fixed prices an
estimated total of $30 million in electricity through December 2019 and $10 million in natural gas through
June 2018. The primary government also had commitments of $43 million to veterans for the purchase of
properties under contracts of sale. The California State Lottery Commission had commitments of
$243 million for gaming and telecommunication systems and services. These are long-term projects, and all
of the contracts’ needs may not have been defined. The projects will be funded with existing and future
program resources or with the proceeds of revenue and general obligation bonds.

As of June 30, 2016, the primary government encumbered expenditures of $989 million for the General Fund,
$2.5 billion for the Transportation Fund, $977 million for the Environmental and Natural Resources Fund, and
$910 million for the nonmajor governmental funds. See Note 2A, Budgeting and Budgetary Control, for an
explanation of the primary government’s policy concerning encumbrances.

As of June 30, 2016, the discretely presented and fiduciary component units had other commitments that were
not included as liabilities on the corresponding Statement of Net Position. Additional disclosure for the
University of California’s commitments is included in its separately issued financial statements, which may be
found on its website at www.ucop.edu. Additional disclosure for the California Housing Finance Agency’s
(CalHFA) commitments is included in its separately issued financial statements, which may be found on its
website at www.CalHFA.ca.gov. Additional disclosure for the California Public Employees’ Retirement
System’s (CalPERS) commitments is included in its separately issued financial statements, which may be
found on its website at www.CalPERS.ca.gov. Additional disclosure for the California State Teachers’
Retirement System’s (CalSTRS) commitments is included in its separately issued financial statements, which
may be found on its website at www.CalSTRS.com.

NOTE 15: GENERAL OBLIGATION BONDS

The State Constitution permits the primary government to issue general obligation bonds for specific purposes
and in such amounts as approved by a two-thirds vote of both houses of the Legislature and by a majority of
voters in a general or direct primary election. The debt service for general obligation bonds is appropriated
from the General Fund. Under the State Constitution, the General Fund is used first to support the public
school system and public institutions of higher education; the General Fund can then be used to service the
debt on outstanding general obligation bonds. Enterprise funds and certain other funds reimburse the General
Fund for any debt service it provides on their behalf. General obligation bonds that are directly related to, and
are expected to be paid from, the resources of enterprise funds are included as a liability of such funds in the
financial statements. However, the General Fund may be liable for the payment of any principal and interest
on these bonds that is not met from the resources of such funds.

As of June 30, 2016, the State had $74.9 billion in outstanding general obligation bonds related to
governmental activities and $792 million related to business-type activities. In addition, $27.9 billion in
long-term general obligation bonds had been authorized but not issued, of which $27.6 billion is related to
governmental activities and $368 million is related to business-type activities. The total amount authorized
but not issued includes $15.5 billion authorized by the applicable finance committees for issuance in the form
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of commercial paper notes. Of this amount, $771 million in general obligation indebtedness in the form of
commercial paper notes was not yet retired by long-term bonds.

A. Variable-rate General Obligation Bonds

The State issues both fixed and variable-rate general obligation bonds. As of June 30, 2016, the State had
$3.0 billion in variable-rate general obligation bonds outstanding, consisting of $803 million in daily-rate
bonds with credit enhancement and $1.7 billion in weekly-rate bonds with credit enhancement, and
$498 million in weekly- or monthly-rate bonds without credit enhancement. The interest rates associated with
the credit-enhanced bonds are determined by the remarketing agents to be the lowest rate that would allow the
bonds to sell on the effective date of such rate at a price (without regard to accrued interest) equal to 100% of
the principal amount. The interest rates associated with the unenhanced Index Floating Rate Bonds are
determined by the Securities Industry and Financial Markets Association (SIFMA) Index rate or percentage of
the London Interbank Offered Rate (LIBOR) then in effect plus a pre-determined spread. The interest on
variable-rate bonds is generally paid on the first business day of each calendar month.

The credit-enhanced bonds are secured by letters of credit that secure payment of principal and interest on the
bonds. The State has entered into different credit agreements with various banks for each series of credit-
enhanced bonds. Under these credit agreements, the credit providers agree to pay all principal and interest
payments or the commitment amounts to the bondholders; the State is then required to reimburse the credit
providers for the amounts paid. In return, the credit providers are compensated with commitment fees that are
calculated as a percentage of the bank commitment amounts. The bondholders have the right to tender the
bonds daily if the bonds are in a daily-rate mode and weekly if the bonds are in a weekly-rate mode. Upon a
tender, the remarketing agent will attempt to remarket the bonds to a new investor. If the remarketing of the
bonds is unsuccessful, the bonds will enter into a bank bond period and accrue interest at higher rates, which
cannot exceed 11% as permitted by law until remarketed or redeemed. If the bonds cannot be remarketed and
remain in a bank bond period ranging from 45 days to 90 days, the bonds will be subject to term loan payment
in 12 equal quarterly installments under the terms stated in the credit agreements. The term loan period may
exceed the expiration dates of the credit agreements. The bonds may be remarketed at any time during the
bank bond or term loan period. There were no bank bonds during fiscal year 2015-16.

The letters of credit for the Series 2003 variable-rate bonds have expiration dates of December 16, 2016;
September 7, 2018; November 2, 2018; November 16, 2018; and April 26, 2019. The letters of credit for the
Series 2004 variable-rate bonds have expiration dates of April 5, 2018; September 7, 2018; and
August 11, 2020. The letters of credit for the Series 2005 variable-rate bonds have expiration dates of
December 16, 2016; April 11, 2017; November 16, 2018; November 4, 2019; and November 15, 2019. The
Series 2012A and 2013 C, D, and E Index Floating Rate Bonds have mandatory purchase dates on
December 1, 2016 (Series 2013C); December 1, 2017 (Series 2013D); May 1, 2018 (Series 2012A); and
December 3, 2018 (Series 2013E). The Series 2012B SIFMA Index Floating Rate Bonds have final maturities
from 2017 to 2020.

Based on the schedules provided in the Official Statements, any required sinking fund deposits for the
variable-rate general obligation bonds were set aside in a mandatory sinking fund at the beginning of each of
fiscal year 2015-16 and will continue through 2033-34, and 2039-40. The deposits set aside in any fiscal year
may be applied, with approval of the State Treasurer and the appropriate bond finance committees, to the
redemption of any other general obligation bonds then outstanding. To the extent that the deposit is not
applied by January 31 of each fiscal year, the variable-rate general obligation bonds will be redeemed in
whole or in part on an interest payment date in that fiscal year.
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B. Mandatory Tender Bonds

As of June 30, 2016, the State had $1.1 billion in outstanding general obligation mandatory tender bonds,
including $675 million with a fixed interest rate and $400 million with an index floating rate (discussed in
Section A). On their respective mandatory tender dates, these bonds are subject to mandatory tender for
purchase at a price equal to 100% of the principal amount, plus accrued interest, without premium, unless the
bonds have been called for redemption on or prior to that day. These bonds have mandatory tender dates on
December 1, 2016; December 1, 2017; May 1, 2018; December 3, 2018; December 2, 2019; and
December 1, 2021. In the event of an unsuccessful remarketing of all the outstanding bonds on the scheduled
mandatory tender dates, the bonds will enter into a delayed remarketing period and accrue interest at a higher
effective interest rate, gradually increasing on a stepped basis until they are remarketed, redeemed, or paid at
maturity. Current state laws limit interest rates to 11% per annum. With respect to $100 million of the Index
Floating Rate Bonds, beginning six months after the scheduled mandatory tender date, the bonds will be
subject to special mandatory redemption in 20 equal quarterly installments until they are remarketed or
refunded.

C. Build America Bonds

As of June 30, 2016, the State had $13.5 billion in taxable various-purpose general obligation bonds
outstanding that were issued as “Build America Bonds” under the American Recovery and Reinvestment Act
of 2009 (ARRA) signed into law on February 17, 2009. The bonds will mature between 2020 and 2040.
Pursuant to ARRA, the State receives a cash subsidy payment from the United States Treasury equal to 35%
of the interest payable by the State on the Build America Bonds on or near each interest payment date.
Subsequent federal legislation reduced the Build America Bonds subsidy by 7.3% for the federal fiscal year
ending September 30, 2015, and by 6.8% for the federal fiscal year ending September 30, 2016. The cash
payment does not constitute a full faith and credit guarantee of the federal government, but is required to be
paid by the United States Treasury under ARRA. The subsidy payments are deposited into the State’s General
Fund.
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D. Debt Service Requirements

Table 37 shows the debt service requirements for all general obligation bonds as of June 30, 2016. The
estimated debt service requirements for the $3.0 billion variable-rate general obligation bonds are calculated
using the actual interest rates in effect on June 30, 2016. For mandatory tender bonds, the debt service
requirements shown in Table 37 are based on the assumption that the interest rate will remain in effect until
the applicable reset dates and that the bonds will be fully redeemed on their scheduled maturity dates. The
amounts do not reflect any interest subsidy under the Build America Bonds program or any other offsets to
general fund costs of debt service.

Table 37

Schedule of Debt Service Requirements for General Obligation Bonds
(amounts in thousands)

Governmental Activities Business-type Activities
Year Ending June 30 Principal Interest Total Principal Interest Total
2017 i, $ 2963410 $ 3,842972 $ 6,806,382 $ 58,010 $ 25933 $ 83,943
2018, i, 2,922,565 3,744,362 6,666,927 62,325 23,640 85,965
2019, .o, 2,856,030 3,621,838 6,477,868 49,000 21,997 70,997
2020, ., 2,975,970 3,470,786 6,446,756 41,365 20,700 62,065
2021, i, 2,724,850 3,340,243 6,065,093 31,445 19,496 50,941
2022-2026.......e. 12,644,665 14,832,444 27,477,109 39,235 91,220 130,455
2027 -2031...ccinininnnnn, 14,360,190 11,729,861 26,090,051 172,830 79,632 252,462
2032 -2036......cccuennnnnn, 15,178,125 8,111,319 23,289,444 191,805 42,744 234,549
2037 -2041.....cccenininnnn, 13,745,625 3,502,269 17,247,894 102,300 17,062 119,362
2042 -2046.......c..cn.n... 4,570,325 478,323 5,048,648 41,915 3,996 45911
2047 i, — — — 2,030 33 2,063
Total .coooveveeeiceee $ 74941755 $ 56,674,417 $ 131,616,172 $ 792,260 $ 346,453 $ 1,138,713

E. General Obligation Bond Defeasances

1. Current Year Activity

On September 9, 2015, the primary government issued $1.4 billion in general obligation bonds to current and
advance refund $1.5 billion in outstanding general obligation bonds maturing in 2016 to 2036. As a result, the
refunded bonds are defeased and the liability for those bonds has been removed from the financial statements.
The refunding decreased overall debt service by $273 million and resulted in an economic gain of
$205 million. The economic gain is the difference between the present value of the old debt service
requirements and the present value of the new debt service requirements, discounted at 2.80% per year over
the life of the new bonds.

On November 3, 2015, the primary government issued $866 million in general obligation bonds to advance
refund $930 million in outstanding general obligation bonds maturing in 2017 to 2035. As a result, the
refunded bonds are defeased and the liability for those bonds has been removed from the financial statements.
The refunding decreased overall debt service by $160 million and resulted in an economic gain of
$123 million. The economic gain is the difference between the present value of the old debt service
requirements and the present value of the new debt service requirements, discounted at 2.71% per year over
the life of the new bonds.
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On March 17, 2016, the primary government issued $1.8 billion in general obligation bonds to current and
advance refund $2.0 billion in outstanding general obligation bonds maturing in 2016 to 2037. As a result, the
refunded bonds are defeased and the liability for those bonds has been removed from the financial statements.
The refunding decreased overall debt service by $399 million and resulted in an economic gain of
$294 million. The economic gain is the difference between the present value of the old debt service
requirements and the present value of the new debt service requirements, discounted at 2.62% per year over
the life of the new bonds.

On April 28, 2016, the primary government issued $998 million in general obligation bonds to current and
advance refund $1.1 billion in outstanding general obligation bonds maturing 2017 to 2037. As a result, the
refunded bonds are defeased and the liability for those bonds has been removed from the financial statements.
The refunding decreased overall debt service by $251 million and resulted in an economic gain of
$196 million. The economic gain is the difference between the present value of the old debt service
requirements and the present value of the new debt service requirements, discounted at 2.05% per year over
the life of the new bonds.

2. Outstanding Balance

In the current and prior years, the primary government placed the proceeds of the refunding bonds in a special
irrevocable escrow trust account with the State Treasury to provide for all future debt service payments on
defeased bonds. The assets of the trust accounts and the liability for defeased bonds are not included in the
State’s financial statements. As of June 30, 2016, the outstanding balance of defeased general obligation
bonds was approximately $3.6 billion.

NOTE 16: REVENUE BONDS

A. Governmental Activities

The State Treasurer is authorized by state law to issue Federal Highway Grant Anticipation Revenue Vehicles
(GARVEE bonds). The purpose of these bonds is to accelerate the funding and construction of critical
transportation infrastructure projects in order to provide congestion relief benefits to the public significantly
sooner than with traditional funding mechanisms. These bonds are secured and payable from the annual
federal appropriation for the State’s federal-aid transportation projects. The primary government has no legal
liability for the payment of principal and interest on these revenue bonds. Total principal and interest
remaining on the bonds is $46 million, payable through 2020. In addition, the California Alternative Energy
and Advanced Transportation Financing Authority is authorized to issue Clean Renewable Energy Bonds to
fund the acquisition and installation of certain transportation-related solar energy facilities located throughout
the State. Both of these bonds finance activity in the Transportation Fund and are included in the
governmental activities column of the government-wide Statement of Net Position.

The Golden State Tobacco Securitization Corporation (GSTSC), a blended component unit, as authorized by
state law, has issued asset-backed bonds to purchase 100% of the State’s rights to future revenues from the
Master Settlement Agreement with participating tobacco companies. These bonds are secured by and payable
solely from future Tobacco Settlement Revenue and interest earned on that revenue. The primary government
has no legal liability for the payment of principal and interest on the bonds. The Legislature has annually
granted a General Fund appropriation for payment of debt service in the event tobacco settlement revenues
and other available amounts prove insufficient to make these payments during the next fiscal year. However,
the use of the appropriated monies has never been required. In 2013 and 2015, bonds were issued to partially
refund the 2005 bonds. Total principal and interest remaining on all asset-backed bonds is $16.6 billion,
payable through 2047. All of the Tobacco Settlement Revenue and interest has been pledged in support of
these asset-backed bonds. Principal and interest paid in the current year totaled $371 million, while Tobacco
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Settlement Revenue and interest earned totaled $365 million. These bonds are included in the governmental
activities column of the government-wide Statement of Net Position.

Under state law, the State Public Works Board (SPWB), an agency that accounts for its activity in the Public
Buildings Construction Fund, an internal service fund, and certain building authorities may issue revenue
bonds. These bonds are issued for the purpose of constructing state office buildings. Leases with state
agencies pay the principal and interest on the revenue bonds issued by the Public Buildings Construction Fund
and building authorities. The General Fund has no legal liability for the payment of principal and interest on
these revenue bonds. Total principal and interest remaining on the bonds is $14.8 billion, payable through
2040. These revenue bonds are included in the governmental activities column of the government-wide
Statement of Net Position.

For the specific debt service coverage ratios, refer to the Schedule of Pledged Revenue Coverage in the
Statistical Section.

B. Business-type Activities

Revenue bonds that are directly related to, and are expected to be paid from, the resources of enterprise funds
are included in the accounts of such funds. Principal and interest on revenue bonds are payable from the
pledged revenues of the respective funds of agencies that issued the bonds. The General Fund has no legal
liability for payment of principal and interest on revenue bonds. For specific debt service coverage ratios,
refer to the Schedule of Pledged Revenue Coverage in the Statistical Section.

Revenue bonds to acquire, construct, or renovate state facilities or to refund outstanding revenue bonds in
advance of maturity are issued for water resources, financing of electric power purchases for resale to utility
customers, state university campuses, and certain nonmajor enterprise funds.

C. Discretely Presented Component Units

The University of California issues revenue bonds to finance various auxiliary, administrative, academic,
medical center, and research facilities. The revenue bonds are not collateralized by any encumbrance,
mortgage, or other pledge of property except pledged revenues, and do not constitute general obligations of
the University. For more information regarding revenue bonds, current year defeasances, and outstanding
defeasances of the University, refer to its separately issued financial report for fiscal year 2015-16, which may
be found on its website at www.ucop.edu.

Under state law, the California Housing Finance Agency (CalHFA) issues fixed-rate and variable-rate revenue
bonds to fund loans to qualified borrowers for single-family houses and multifamily developments.
Variable-rate debt is typically related to remarketed rates or common indices, such as the Securities Industry
and Financial Markets Association (SIFMA) or the London Interbank Offered Rate (LIBOR) and is reset
periodically. CalHFA issues both federally taxable and tax-exempt bonds. The bonds issued by CalHFA are
payable solely from and collateralized by revenues and other pledged assets. For more information regarding
revenue bonds, current year defeasances, and outstanding defeasances of the CalHFA, refer to its separately
issued financial report for fiscal year 2015-16, which may be found on its website at www.CalHFA.ca.gov.
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Table 38 shows outstanding revenue bonds of the primary government and the discretely presented
component units.

Table 38

Schedule of Revenue Bonds Payable
June 30, 2016
(amounts in thousands)

Primary government
Governmental activities

TransSPOrtation FUINA .......c.c.oieiiiiiiiiieice ettt et b et ese s s e s s ese s esses et essesessesessenens $ 44213
Public Buildings Construction FUNA .........c.ccueriiriiriiriieiicieieieteteiese ettt ese s esse s se et 10,017,624
Nonmajor governmental funds:
Golden State Tobacco Securitization Corporation Fund ............cccooeiiiiiiiniinieeeeeeee e 6,926,057
BUilding QUTNOTITIES ......eueetiiieiiiieietietei ettt ettt ettt ettt bt e st b et st s e st et e s es et e st eb et eseebeneesenneneas 222,605
Total gOVErNMENTAl ACTIVITIES ........oviuiieiiieece bbbttt e et eane 17,210,499
Business-type activities
ELECHIIC POWET FUNM ...oovviiiiiiiiiccceeeeee ettt e e et e e eae e e eaaeeenaaeeeaeeeeneeeanneeanes 4,880,000
Water Resources Fund ... 2,770,888
California State UNIVETSILY ...veveverierierierieitieieieietetetesteeteeteeseeseessessesessessessesseesseseessensessessessesseeseesesssessensenes 5,450,928
NONMAJOr @NLEIPIISE TUNAS ....vieeiitiietiie ettt sttt ese e ee 826,558
Total DUSINESS-TYPE ACTIVITIES .....viviiiiieiiiiiicie et ettt ettt s ettt e b e se b s be s ene s 13,928,374
Total Primary GOVEITIMENT ..ottt ettt b et b e bt et bR e e b et et e b er e ket et e b ene et e areas 31,138,873
Discretely presented component units
UnIVerSity OF CAlIfOINIA ......ocvirviiiiiiiiiieieieteee ettt ettt et te et e e et e b e sesseeseeseeseeseessensensesensenns 18,379,830
California Housing FINANCE AZENCY ....c.eoveuiiiiiiuiieiieiiietieiet ettt ettt eseseene e eens 2,583,952
Nonmajor component units .............ccoceeeeveneene [RUT 485,300
Total discretely presented COMPONENT UNITS .....c.oiviiiiiiiiiiiiieesee et 21,449,082
Total revenue DoNds PAYADIE ... e $ 52,587,955
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Table 39 shows the debt service requirements for fixed-rate and variable-rate bonds. It excludes unamortized
premiums and discounts that are included in Table 38.

Table 39

Schedule of Debt Service Requirements for Revenue Bonds
(amounts in thousands)

Primary Government Discretely Presented
Governmental Activities Business-type Activities Component Units
Year Ending June 30 Principal Interest Principal Interest Principal Interest *
2017 oo $ 585,661 $ 794,652 $ 943,470 $ 590,843 $ 418,057 $ 913,104
2018 o 633,856 766,394 1,001,000 545,980 441,035 898,970
2019 e, 611,811 736,244 1,050,405 498,776 446,010 879,669
2020 i 621,616 705,990 1,105,103 449,566 753,840 856,823
2021 e 628,206 676,967 1,128,540 397,369 727,630 832,652
2022-2026 ..o, 2,918,736 3,081,895 2,651,660 1,372,908 2,958,465 3,658,865
2027-2031 v, 3,116,910 2,347,108 1,751,670 909,721 3,310,730 2,910,341
2032-2036 ..o, 2,930,995 1,482,848 1,552,955 534,444 3,531,885 2,099,123
2037-2041 .oveeree, 1,968,860 885,462 801,235 267,391 3,490,031 1,296,701
2042-2046 .....cooverrnne, 1,579,475 667,394 490,145 109,699 2,304,190 687,053
2047-2051 eovieeree, 849,176 3,169,381 258,580 28,189 684,735 380,862
2052-2116 .o, — — 44,415 777 1,375,810 4,077,092
Total .o $ 16,445302 $ 15314835 $ 12,779,178 $ 5706,163 $ 20,442,418 $ 19,491,255

* Includes interest on variable-rate bonds based on rates in effect on June 30, 2016.

D. Revenue Bond Defeasances
1. Current Year — Governmental Activities

In April 2016, the SPWB and the California State University (CSU) entered into a restructuring agreement in
which the bonds held by SPWB for CSU projects were refunded by revenue bonds issued by CSU. A portion
of the bond proceeds of the CSU refunding bonds were deposited into escrow accounts and will be used to
make principal and interest payments for the refunded debt, resulting in the legal defeasance of $773 million
in bonds payable. The restructuring was authorized in the 2015-16 budget.

The SPWB and CSU also executed termination agreements for the leases related to the defeased bonds. As a
result, the net investment in direct financing leases, construction work in progress, and bonds payable related
to these leases were removed from the Public Buildings Construction Fund’s Statement of Net Position. The
net effect of these transactions was a gain of $41 million, and is shown in the Public Buildings Construction
Fund’s Statement of Revenues, Expenses, and Changes in Fund Net Position.

During the 2015-16 fiscal year, the SPWB issued $618 million in lease revenue refunding bonds. The bond
proceeds were used to refund $731 million in outstanding lease revenue bonds. The net proceeds of the
refunding bonds, along with additional resources, were deposited into an escrow account to provide for all
future debt service payments on the refunded bonds. As a result, the bonds are considered defeased and the
liability for those bonds has been removed from the financial statements. The refunding decreased debt
service payments by $137 million and resulted in an economic gain of $117 million. These lease revenue
bonds are reported in the Public Buildings Construction Fund, an internal service fund.
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During the 2015-16 fiscal year, the San Francisco State Building Authority issued $103 million in lease
revenue refunding bonds to advance refund $132 million in outstanding lease revenue bonds. The net
proceeds of the refunding bonds were deposited in an escrow account to provide for all future debt service
payments on the refunded bonds. As a result, the bonds are considered defeased and the liability for those
bonds has been removed from the financial statements. The refunding decreased debt service payments by
$15 million and resulted in an economic gain of $15 million.

During the 2015-16 fiscal year, the Oakland State Building Authority issued $59 million in lease revenue
refunding bonds to advance refund $74 million in outstanding lease revenue bonds. The net proceeds of the
refunding bonds were deposited in an escrow account to provide for all future debt service payments on the
refunded bonds. As a result, the bonds are considered defeased and the liability for those bonds has been
removed from the financial statements. The refunding decreased debt service payments by $11 million and
resulted in an economic gain of $10 million.

2. Current Year - Business-type Activities

In August 2015 and April 2016, the CSU issued a total of $2.4 billion in systemwide revenue refunding bonds
to refund certain outstanding systemwide revenue bonds. A portion of the proceeds was deposited into an
escrow account to provide for all future debt service payments on the refunded bonds. As a result, the bonds
are considered defeased and the liability for these bonds has been removed from the financial statements. This
refunding decreased debt service payments by $210 million over the life of the bonds and resulted in an
economic gain of $154 million for the refunded bonds.

3. Outstanding Balances

In current and prior years, the primary government defeased certain bonds by placing the proceeds of new
bonds in irrevocable trust accounts to provide for all future debt service requirements. Accordingly, the assets
and liabilities for these defeased bonds are not included in the financial statements. As of June 30, 2016, the
outstanding balances of defeased revenue bonds were $233 million for governmental activities and
$2.3 billion for business-type activities.

NOTE 17: SERVICE CONCESSION ARRANGEMENTS

The State entered into various service concessions arrangements with independent third parties to develop,
equip, operate, and maintain nonexclusive concessions at park grounds in exchange for fixed installment
payments, for a fixed period of time. These third parties are compensated by user fees. These existing
facilities are reported as capital assets by the State, the present value of installment payments are reported as
receivables, and a corresponding deferred inflow of resources is reported in the government-wide Statement
of Net Position. The State reserves the right to provide or modify the types of goods and services provided by
the operator to ensure that the public receives fair pricing, proper service, and appropriate quality. The State is
not obligated by the debts of the operator in the event of a default, nor does the State guarantee minimum
revenue to the operator. The amount of the primary government’s service concession arrangements can be
found in Note 21, Deferred Outflows and Deferred Inflows of Resources.

The University of California, a discretely presented component unit, has entered into service concession
arrangements with third parties for student housing and certain other faculty and student services. Payments
received or to be received by the University from service concession arrangements are reported as deferred
inflows of resources. Additional information on the University’s service concession arrangements can be
found in the University’s separately issued financial statements on its website at www.ucop.edu.
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NOTE 18: INTERFUND BALANCES AND TRANSFERS

A. Interfund Balances

Short-term interfund receivables and payables result from the time lag between the dates on which goods and
services are delivered and the dates on which payments between entities are made. In addition, interfund
borrowing, mainly from nonmajor governmental funds and fiduciary funds, is used to meet temporary
imbalances of receipts and disbursements in the General Fund.

Table 40 shows the amounts due from and due to other funds.

Table 40

Schedule of Due From Other Funds and Due To Other Funds
June 30, 2016
(amounts in thousands)

Due To

Environmental

and Natural Nonmajor Electric
General Transportation  Resources  Governmental Power
Due From Fund Fund Fund Funds Fund
Governmental funds
General Fund .........c.ooooovviiiiiiiiiiccce, $ — 3 — 3 — 3 574,836 $ —
Federal Fund .........ccocooveivieiiiieieeee, 113,110 920,411 339,175 90,647 —
Transportation Fund 13,920 — — 48,757 e
Environmental and Natural Resources Fund .... 10,841 16,547 — 1,758 —
Nonmajor governmental funds 1,109,148 18,138 13,926 15,009 —
Total governmental funds .............cccooevenene. 1,247,019 955,096 353,101 731,007 —
Enterprise funds
Water Resources Fund ..........ccocoecvevieienieniinnnnne, — — — — —
State Lottery Fund .........ccoovevveveiiiiiiee, 952 — — 383,781 —
Unemployment Programs Fund ............c.c........ 217,160 — — — —
Nonmajor enterprise funds ..........cccooeerecrenee 1,292 — 195 343 —
Total enterprise funds .........cccccevveviiiiienenn. 219,404 — 195 384,124 —
Internal service funds ..........cccoeeeieiiecicieenenn, 4,113 5,938 8,873 25,282 4,000
Total due from other funds .........cccccoeviennns $ 1470536 $ 961,034 $ 362,169 $ 1140413 $ 4,000
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Due To
California
Water State Unemployment State Nonmajor Internal Total
Resources Lottery Programs University Enterprise Service Fiduciary Due to

Fund Fund Fund Fund Funds Funds Funds Other Funds
$ — — $ — 3 254§ — 3 305,722 $ 2,942,362 $ 3,823,174
— — 3,183 — 81 39,876 13,189,735 14,696,218
— — — — — 23,437 50,310 136,424
— — — — — 13,027 — 42,173
— — — 231 57 46,979 3,215,829 4,419,317
— — 3,183 485 138 429,041 19,398,236 23,117,306
—_ —_ — — — 39,370 — 39,370
— — — — — — — 384,733
— — — — — — — 217,160
— — — — — 317 8 2,155
— — — — — 39,687 8 643,418
1,265 1,394 4,484 338 1,440 46,420 2,534 106,081
$ 1265 $ 1,394 $ 7667 $ 823 $ 1578 $ 515,148 $ 19,400,778 $ 23,866,805
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Interfund receivables and payables are the result of interfund loans that are not expected to be repaid within
one year. In addition to the temporary interfund cash-flow borrowing shown in Table 40, annual enacted
budgets provide for long-term loans from many of the State’s special funds—mainly the Transportation Fund,
Environmental and Natural Resources Fund, and nonmajor governmental funds—to the General Fund. The
$2.4 billion in Transportation Fund loans payable from the General Fund also includes $849 million in
deferred Proposition 42 transfers for traffic congestion relief and other direct loans from the Traffic
Congestion Relief Program.

Table 41 shows the primary government’s interfund receivables and payables.

Table 41

Schedule of Interfund Receivables and Payables
June 30, 2016
(amounts in thousands)

Interfund Payables

Environmental

and Natural
General Transportation Resources
Interfund Receivables Fund Fund Fund

Governmental funds
GENEral FUNA ....ovieieeee oo $ — 3 2,413,168  § 454,800
Transportation FUnd ...........ccecveievieiienienieiecececeeeeeeeee e — — —
Environmental and Natural Resources Fund ............c.ccoooveeneennnen 4,790 10,000 —
Nonmajor governmental funds ........c..coceeveverieiiiiinininennnenee 22,527 1,448 —
Total governmental funds 27,317 2,424,616 454,800
Internal service fUNAS .......cccvoveieie i 41,717 — —
Total primary governNMENt ..........ccccovvveeiieeieteiisse e $ 69,034 $ 2424616 $ 454,800
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Interfund Payables

Nonmajor Water Unemployment Nonmajor Internal
Governmental Resources Programs Enterprise Service
Funds Fund Fund Funds Funds Total

791,160 3 — 3 308,233 $ 1,600 § 14207 $ 3,983,168

10,000 — — — 864 10,364

— — — — 14,790

— — — — — 23,975

801,160 — 308,233 1,600 15,071 4,032,797

86 92,011 — — 10,292 144,106

801,246 $ 92,011 $ 308,233 $ 1,600 $ 25363 $ 4,176,903
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The amounts shown as due from primary government and due to component units represent short-term
receivables and payables between the primary government and component units resulting from the time lag
between the dates on which goods and services are provided and received and the dates on which payments
between entities are made.

Table 42 shows the amounts due from the primary government and due to component units.

Table 42

Schedule of Due from Primary Government and Due to Component Units
June 30, 2016
(amounts in thousands)

Due To
University
of
Due From California
Governmental funds

GENETAL FUNA ...oviiiiieec et ettt a et ettt ettt et et et e seeaeeasessessensens et eseeseeseeseeneeneeneenean $ 137,882
Nonmajor governmMeEntal fUNAS ..........ccoiiiiiiiiriiiiiieeeee ettt be st ese st et e st e s e seesessesseens 32,321
Total gOVErNMENTAI TUNTS ......oouiiiiieecece ettt ettt st e et e b e 170,203
Total Primary GOVEITIMENT .......c.iiiiiiiiiiiite ettt bbbttt bbbt bbb bt bbbt n b e ens $ 170,203
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B. Interfund Transfers

Transfers move money collected by one fund to another fund, which then disburses it as required by law. The
General Fund and certain other funds transfer money to support various programs accounted for in other
funds. The largest transfer from the General Fund was $2.3 billion to nonmajor governmental funds, mainly
for support of trial courts, local governments, and health care related programs. The General Fund also
transferred $2.8 billion to the California State University, an enterprise fund. The Transportation Fund
transferred $1.1 billion in weight fee revenues to the Transportation Debt Service Fund, a nonmajor
governmental fund, for transportation-related debt service costs. The Federal Fund transferred $500 million to
the General Fund for administration of the Unemployment Insurance Program.

Table 43 shows interfund transfers of the primary government.

Table 43

Schedule of Interfund Transfers
June 30, 2016
(amounts in thousands)

Transferred To

Environmental

and Natural
General Transportation Resources
Transferred From Fund Fund Fund

Governmental funds
General FUNA .....o.ooviuiieiiiiceceeeeeeeeeeee et $ — 3 — 3 853
Federal Fund ...........ccoooioiiiii e 500,156 — 168,572
Transportation Fund ..........ccoceeiiiriiiiienieieeeeeeeeeees 72,868 — 40,409
Environmental and Natural Resources Fund ............c.ccccevveeneennnn. 1,067 — —
Nonmajor governmental funds ..........cccceverereriniiierieieeene, 35,636 10,021 26,107
Total governmental funds ..........cccooeveiiiiieiiiiiceee e 609,727 10,021 235,941
Internal Service fUNS .......cccveviieiieiecc e 16,448 — —
Total primary governmMeNt .........ccoovveririririniiieieee e $ 626,175 $ 10,021  $ 235,941
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Transferred To

California
Nonmajor State Internal
Governmental University Service
Funds Fund Funds Total
$ 2,265,715 $ 2,800,101 — 5,066,669
18,857 — — 687,585
1,148,605 — — 1,261,882
13,031 — — 14,098
28,144 — — 99,908
3,474,352 2,800,101 — 7,130,142
38,634 — 1,459 56,541
$ 3,512,986 $ 2,800,101 1,459 7,186,683

149



State of California Comprehensive Annual Financial Report

NOTE 19: FUND BALANCES, NET POSITION DEFICITS, AND ENDOWMENTS

A. Fund Balances
Table 44 shows the composition of the governmental fund balances.

Table 44

Schedule of Fund Balances by Function
June 30, 2016
(amounts in thousands)

Environmental

and Natural Nonmajor
General Federal Transportation  Resources  Governmental
Fund Fund Fund Fund Funds
Nonspendable
Long-term interfund receivables ................. $ 69,034 $ — 3 — — 3 —
Long-term loans receivable 6,905 — — — —
Other oo — — — — 11,188
Total nonspendable .........c..cccocevevrnennnn. 75,939 — — — 11,188
Restricted
General government 6,360 27,906 7,220 5,603 3,551,089
Education ..........cccoeevveeveenenen. 457,181 432 457 - 350,216
Health and human services 153,726 257 — 1,685,994 2,490,843
Natural resources and environmental
PIOtECTION ..oveeeeneieieieec e 5,578 10,808 — 4,406,860 145,852
Business, consumer services, and
NOUSING ..o 1,644 208,431 216,772 42,423 3,461,533
Transportation — — 8,262,661 — 9,161
Corrections and rehabilitation ..................... —— — — - 648
Budget stabilization ............c.ccoeveveeneennnne, 3,420,422 — — — —
Total restricted 4,044,911 247,834 8,487,110 6,140,880 10,009,342
Committed
General government ............ccoceevevvereeriennenns 12,193 — — 18,212 385,512
Education .........ccooeeeeveeeieeiiiieeeieeeeeeee, 3,745 e — — 46,454
Health and human services ............cccueeue.e. 4,057 - 1,251 — 350,900
Natural resources and environmental
PIOtECHON .o 2,024 — 4 3,930,112 686,605
Business, consumer services, and
ROUSING ..o — — 50,552 38,927 131,973
Transportation ........cccoeeeecerveericieeneennenean. — — — — 3,818
Corrections and rehabilitation ..................... 46,083 — — — 8,158
Total committed .......c.ccoovvvviiiicicie 68,102 — 51,807 3,987,251 1,613,420
Assigned — general government .................. — — — — 14,622
UNASSIGNEd .....c.ovvveeiiiisieeeeeeesee e (3,827,224) — — (1,037) —
Total fund balances ........c..coceeveveiceiceeen, $ 361,728 $ 247,834 $ 8538917 $ 10,127,094 $ 11,648,572
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B. Net Position Deficits

Table 45 shows the net position deficit balances.

Table 45

Schedule of Net Position Deficits
June 30, 2016
(amounts in thousands)

Internal Service Enterprise
Funds Funds
Architecture Revolving Fund .........c.cocociiiiiiiiiicccceeee e $ 22877  $ —
Service Revolving FUNM ..ot 642,247 —
Technology Services Revolving Fund ..o 202,472 —
Water Resources Revolving Fund ............cccocoiiniiiiiiiiiiniiicceceeeceeee 5,301 —
Other Internal Service Programs Fund 55,604 —
California State University FUnd ..........ccocoooieiiiiiiiniiie e — 2,576,689
Total net POSItION AEFICITS .....cviviiiiiieiee e $ 9285501 $ 2,576,689

C. Discretely Presented Component Unit Endowments and Gifts

The University of California, a discretely presented component unit, administers certain restricted
nonexpendable, restricted expendable, and unrestricted endowments that are included in the related net
position categories of the government-wide and fund financial statements. As of June 30, 2016, the value of
restricted endowments and gifts totaled $14.6 billion, and unrestricted endowments and gifts totaled
$3.0 billion. The University’s policy is to retain realized and unrealized appreciation on investments with the
endowment after an annual income distribution. The net appreciation available to meet future spending needs
upon approval by the Board of Regents amounted to $2.1 billion at June 30, 2016. The portion of investment
returns earned on endowments and distributed each year to support current operations is based on a rate
approved by the Board of Regents. In addition, the California State University Auxiliary Organizations and
the University of California Hastings College of the Law, nonmajor component units, have restricted
nonexpendable and restricted expendable endowments of $1.1 billion and $9 million, respectively.

NOTE 20: RISK MANAGEMENT

The primary government has elected, with a few exceptions, to be self-insured against loss or liability. The
primary government generally does not maintain reserves. Losses are covered by appropriations from each
fund responsible for payment in the year in which the payment occurs. The State is permissively self-insured
and, barring any extraordinary catastrophic event, the potential amount of loss faced by the State is not
considered material in relation to the primary government’s financial position. Generally, the exceptions are
when a bond resolution or a contract requires the primary government to purchase commercial insurance for
coverage against property loss or liability. There have been no significant reductions in insurance coverage
from the prior year. In addition, no insurance settlement in the last three years has exceeded insurance
coverage. All claim payments are on a “pay-as-you-go” basis, with workers’ compensation benefits for self-
insured agencies initially being paid by the State Compensation Insurance Fund.
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The discounted liability for unpaid self-insurance claims of the primary government is estimated to be
$3.9 billion as of June 30, 2016. This estimate is primarily based on actuarial reviews of the State’s workers’
compensation program and includes indemnity payments to claimants, as well as all other costs of providing
workers’ compensation benefits, such as medical care and rehabilitation. The estimate also includes the
liability for unpaid services fees, industrial disability leave benefits, and incurred-but-not-reported amounts.
The estimated total liability of approximately $5.6 billion is discounted to $3.9 billion using a 3.5% interest
rate. Of the total discounted liability, $409 million is a current liability, of which $276 million is included in
the General Fund, $130 million in the special revenue funds, and $3 million in the internal service funds. The
remaining $3.5 billion is reported as other noncurrent liabilities in the government-wide Statement of Net
Position.

The University of California, a discretely presented component unit, is self-insured or insured through a
wholly-owned captive insurance company. Additional disclosures for the University’s risk management and
self-insurance claims liability is included in its separately issued financial statements, which can be obtained
from the University on its website at www.ucop.edu.

Table 46 shows the changes in the self-insurance claims liability for the primary government.

Table 46

Schedule of Changes in Self-Insurance Claims
Year Ended June 30
(amounts in thousands)

2016 2015
Unpaid claims, De@INNing ...........coceieiiiriiieieieieteieeeeeie e $ 3,843,167 $ 3,703,970
INCUITEd CLAIMS ....oviiiiiiccee et eaee s 540,310 566,194
Claim PAYMIEIILS .....oviuiiiiieiiitiieierteietet ettt ettt sttt ettt (443,757) (426,997)
Unpaid claims, BNAING ....ccoviiiiiiieiisee e $ 3,939,720 * $ 3,843,167

* Includes $3,282 for business-type activities.
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NOTE 21: DEFERRED OUTFLOWS AND DEFERRED INFLOWS OF RESOURCES

In the fund financial statements, governmental funds reported deferred inflows of resources of $1.9 billion as
this amount represents revenues that are earned and measurable, but not available within 12 months of the end
of the reporting period.

Table 47 shows the detail of the deferred outflows of resources and deferred inflows of resources reported in
the government-wide Statement of Net Position. For descriptions of the deferred outflows and deferred

inflows of resources transactions, see Note 1.L.

Table 47

Schedule of Deferred Outflows and Deferred Inflows of Resources
June 30, 2016
(amounts in thousands)

Primary Government

Governmental Business-Type Component
Activities Activities Total Units
Deferred outflows of resources:
Loss on refunding of debt .........ccoevvivivriririrririnne $ 808,177  $ 390,176  $ 1,198,353  § 397,863
Decrease in fair value of hedging derivatives ......... e — — 179,564
Net pension Hability .......ccccceeveveeeiriieeninieenieiene 6,917,408 938,106 7,855,514 5,080,144
Total deferred outflows of resources ................. 7,725,585 1,328,282 9,053,867 5,657,571
Deferred inflows of resources:
Gain on refunding of debt .........cccceveiiiiiinininine, 194,700 — 194,700 773
Service concession arrangements 64,321 — 64,321 71,139
Net pension lHability .......c.cccceeeeveieveiirieiennnnne. 4,990,302 162,346 5,152,648 1,210,490
Other deferred inflows .........cccoeeviiiiiciiiiiiiee, — 922,505 922,505 499,155
Total deferred inflows of resources ................... $ 5249323 $ 1,084,851 $ 6,334,174 $ 1,781,557

NOTE 22: NO COMMITMENT DEBT

The California Housing Finance Agency (CalHFA), a major component unit, issued conduit debt to provide
financial assistance for the acquisition, construction, and development of multifamily rental housing. As of
June 30, 2016, the CalHFA had $592 million of conduit debt obligations outstanding, which is not debt of the
State.

Certain debt of the nonmajor component units is issued to finance activities such as the promotion of
renewable energy sources and financing for economic development projects. This debt is secured by the credit
of private and public entities and is administered by trustees independent of the State. As of June 30, 2016,
these component units had approximately $4.3 billion of debt outstanding, which is not debt of the State.
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NOTE 23: CONTINGENT LIABILITIES
A. Litigation

The primary government is a party to numerous legal proceedings, many of which are not unusual for
governmental operations. To the extent they existed, the following legal proceedings were accrued as a
liability in the government-wide financial statements: those decided against the primary government before
June 30, 2016; those in progress as of June 30, 2016, and settled or decided against the primary government as
of March 22, 2017; and those having a high probability of resulting in a decision against the primary
government as of March 22, 2017, and for which amounts could be estimated. In the governmental fund
financial statements, the portion of the liability that is expected to be paid within the next 12 months is
recorded as a liability in the fund from which payment will be made. In the proprietary fund financial
statements, the entire liability is recorded in the fund from which payment will be made.

In addition, the primary government is involved in certain other legal proceedings that, if decided against the
primary government, may impair its revenue sources or require it to make significant expenditures. Because
of the prospective nature of these proceedings, no provision for the potential liability has been made in the
financial statements.

Following are the more significant lawsuits pending against the primary government:

The primary government is a defendant in two cases, Bakersfield Mall, LLC v. Franchise Tax Board, and
CA-Centerside I, LLC v. Franchise Tax Board, both regarding the constitutionality of a fee imposed on
limited-liability companies (LLC). Plaintiffs allege class action and declaratory relief, and seek attorney fees
based on alleged violations to the state and federal constitutions. They seek certification of two classes of
allegedly similarly situated LLCs and unspecified amount of refunds on behalf of the LLC classes, alleged to
be in excess of 50,000 members. The trial court has denied class certification and the plaintiffs have appealed.
Briefing of the appeal was completed on December 17, 2014, and the parties are waiting for notice of oral
argument.

In a previously settled case, Northwest Energetic Services, LLC v. Franchise Tax Board, the Court of Appeal
found the fee unconstitutional only as applied to the plaintiff. The primary government has already begun to
pay refunds to LLCs, with the same facts as Northwest, that have no income earned inside California. In
another previously settled case, Ventas Finance I, LLC v. Franchise Tax Board, the Court of Appeal also ruled
that the fee is unconstitutional as applied to the plaintiff, but it awarded only a partial refund because Ventas
received income from both inside and outside of California. Bakersfield Mall, LLC v. Franchise Tax Board
raised the same constitutional issues as Northwest and Ventas, but initially pertained to LLCs that conduct
business solely within California. Bakersfield Mall, LLC later amended its complaint to reflect the fact that
not all of its income is derived within the state, making it similar to the Ventas case. This plaintiff also
intended to bring a class action suit for refund on behalf of all similarly situated LLCs and to declare the LLC
fee unconstitutional. However, the Court of Appeal ruled that Bakersfield Mall, LLC did not follow
mandatory class action claim procedures. CA-Centerside I, LLC v. Franchise Tax Board raised the same
constitutional issues as the Bakersfield case, and alleges that the LLC fee is unconstitutional regarding any
activities, whether in-state or out-of-state. Actual and expected future claims for refunds from LLCs are
estimated to be as high as $1.2 billion.

The primary government is a defendant in another case, Abercrombie & Fitch Co. & Subsidiaries v. Franchise
Tax Board, regarding constitutionality of Revenue and Taxation Code section 25101.15. If the plaintiff were to
prevail and obtain the remedy it seeks, the estimated loss to the plaintiff and all similarly situated taxpayers is
approximately $5.0 billion in refunds and $1.5 billion in lost annual revenues going forward. The case went to
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trial and on September 13, 2016, the court granted the State’s motion for judgement, which was entered for
the State on October 31, 2016. A Notice of Appeal was filed December 7, 2016.

A writ petition, Bekkerman et al v. California Board of Equalization, has been filed against the primary
government challenging the validity of a Board of Equalization (the Board) sales tax regulation (Cal. Code of
Regulations, Title 18, section 1585) that requires the sales tax charged on a mobile telephone be based on the
full “unbundled” price of the phone, rather than any discounted price that is contingent on a service plan
commitment. A companion class action has been filed. One plaintiff has removed the class action to federal
court. The primary government has filed a motion to remand that is fully briefed and pending before the
District Court. If the sales tax regulation is invalidated, the companion class action could lead to an order
requiring the Board to refund up to $1.0 billion in sales tax collections. The superior court will hold a hearing
on the merits of the writ on June 2, 2017.

The primary government is a defendant in several matters collectively known as the Suction Dredge Mining
Cases. Mining interests have challenged the State’s regulation of suction dredge gold mining, alleging federal
preemption and takings claims. One of these matters, The New 49°ERS, Inc. et al. v. California Department of
Fish and Game (The New 49°ERS), is also pled as a class action. If the plaintiffs in The New 49’ERS succeed
in certifying a class of miners, and that class ultimately prevails in their claim that the state moratorium on
suction dredge mining resulted in a constitutional taking of their federal mining rights, the State could face a
judgment in excess of $5 billion.

The primary government was a defendant in the following cases: Anthem Blue Cross v. David Maxwell-Jolly,
et al.; Molina Family Health Plan v. DHCS; and Health Net of California v. DHCS regarding application of
budget reduction factors to managed-care capitated rates. These cases have been settled on a contingent basis
based on the plans’ profitability. The estimated combined total potential loss is more than $400 million based
on three separate settlement agreements that were entered into in 2013 and 2014. The primary government is
involved in similar disputes with LA Care and other local initiatives regarding application of budget reduction
factors to managed-care capitation rates; these disputes are still pending in administrative hearings. The
combined total potential loss is more than $200 million.

B. Federal Audit Exceptions

The primary government receives substantial funding from the federal government in the form of grants and
other federal assistance. The primary government, the University of California, California Housing Finance
Agency (CalHFA), and certain nonmajor discretely presented component units are entitled to these resources
only if they comply with the terms and conditions of the grants and contracts and with the applicable federal
laws and regulations; they may spend these resources only for eligible purposes. If audits disclose exceptions,
the primary government, the University, CalHFA, and certain nonmajor discretely presented component units
may incur a liability to the federal government.
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NOTE 24: SUBSEQUENT EVENTS

The following information describes significant events that occurred subsequent to June 30, 2016, but prior to
the date of the auditor’s report.

A. Debt Issuances

In August 2016, October 2016 and March 2017, the primary government issued $2.7 billion, $1.6 billion, and
$2.8 billion, respectively, in general obligation bonds to finance or refinance capital facilities or other voter-
approved costs for public purposes, including: stem cell research; housing and emergency shelter; high-speed
rail; K-12 public school facilities; K-12 public education facilities; public higher education facilities; library
construction and renovation; safe drinking water; clean air and transportation improvement; earthquake safety
and public building rehabilitation; new prison construction; passenger rail and clean air; safe, clean, and
reliable water supply; safe drinking water, clean water, watershed and flood protection; safe neighborhood
parks, clean water, clean air, and coastal protection; seismic retrofit; water conservation; children’s hospitals;
highway safety, traffic reduction, air quality and port security; safe drinking water, water quality and supply,
flood control, river and coastal protection; veterans’ housing; water quality, supply, and infrastructure
improvement; clean water, clean air, safe neighborhood and coastal protection; disaster preparedness and flood
protection; public safety; correctional facilities; water security, clean drinking water, coastal and beach
protection.

In August 2016, the University of California, a major component unit, issued a total of $1.0 billion in revenue
bonds to finance and refinance certain facilities and projects of their medical centers.

In September 2016, the primary government issued $100 million in general obligation bonds for public
purposes, including highway safety, traffic reduction, air quality and port security. The primary government
also remarketed $100 million in mandatory tender bonds originally issued to finance capital facilities or other
voter-approved costs for public purposes..

In September 2016 and October 2016, the Department of Water Resources issued a combined $995 million in
revenue bonds. The $567 million in power supply revenue bonds were issued to refund outstanding power
supply bonds and to pay related issuance costs. The $428 million in water system revenue bonds were issued
to fund construction of certain water system projects, to refund or redeem certain outstanding water system
revenue bonds and commercial paper notes, to fund deposits to a debt service reserve account, to fund
capitalized interest, and to pay related issuance costs.

In October 2016, the State Public Works Board issued $705 million in lease revenue bonds to refund
outstanding lease revenue bonds, to finance and refinance certain design and construction cost on various
projects for the benefit of the Department of Correction and Rehabilitation, to reimburse interim loans, and to
pay related issuance costs.

In October 2016, the primary government issued $167 million in veterans home purchase revenue bonds to
refund certain outstanding home purchase revenue bonds, to make deposits into funds, accounts or
subaccounts as provided in the resolution, to finance new and refinance existing contracts of purchase, and to
pay related issuance costs.

In November 2016, two of the State’s building authorities issued $22 million in lease revenue bonds to refund

outstanding bonds for two state office buildings, to fund a debt service reserve account, and to pay related
issuance costs.
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Subsequent to June 30, 2016, the California State University issued $199 million in bond anticipation notes to
fund capital projects at various campuses. In September 2016, the university deposited cash and certain
investment securities in an irrevocable escrow with the State Treasurer as security for the partial refunding of
certain outstanding Systemwide Revenue Bonds maturities. In February 2017, the university issued
$1.2 billion in revenue bonds to finance and refinance the acquisition, construction, improvement, and
renovation of certain university facilities, to refund certain outstanding Systemwide Revenue Bond maturities,
to fund capitalized interest, and to pay related issuance costs.

B. Other
In the November 8, 2016 general election:

*  Voters passed Proposition 51 authorizing the State to sell $9.0 billion in general obligation bonds for
education facilities—$7.0 billion for K-12 public school facilities and $2.0 billion for community
college facilities. The bonds will be issued over a five-year period and will increase the General
Fund’s debt service expenditures by approximately $500 million per year for 35 years.

* Voters passed Proposition 55 authorizing the State to extend through 2030 the income tax rates
established by Proposition 30 that were scheduled to end in 2018. Proposition 55 guarantees revenues
for K-12 public schools and community colleges, health care services for low-income Californians,
budget reserves, and outstanding debt paydowns. After satisfying these constitutional requirements,
remaining revenues, if any, would be available for any budget purpose.

*  Voters passed Proposition 56 authorizing the State to increase its excise tax on cigarettes by $2 per
pack and by a similar amount for other tobacco products such as cigars, chewing tobacco, and
electronic cigarettes effective April 1, 2017. Revenue from these higher taxes will be used for many
purposes, but primarily to increase spending on health care services for low-income Californians.

e Voters passed Proposition 64 legalizing the use, growth, and possession of marijuana for adults
21 years and older for nonmedical purposes, with certain restrictions. The State will regulate
nonmedical marijuana businesses and tax the growing and selling of medical and nonmedical
marijuana. Most of the revenue from these taxes will support youth programs, environmental
protection, and law enforcement.

In August 2016, Fitch Ratings raised the State’s general obligation rating to “AA-" from “A+”, stating that the
upgrade reflected a combination of positive credit developments for the State, including Fitch’s revised criteria
for U.S. state and local governments. In addition, Fitch stated, “California is fundamentally better positioned to
withstand a future economic downturn than has been the case in prior recessions due to numerous institutional
improvements.”

California’s demand for unemployment insurance benefits requires the State to continue borrowing from the
U.S. Department of Labor during the 2016-17 fiscal year. As of June 30, 2016, the State had $3.1 billion in
outstanding loans with the U.S. Department of Labor that were used to cover deficits in the Unemployment
Programs Fund. As of March 22, 2017, the State had an outstanding loan balance of $3.0 billion and estimates
that these loans will be fully repaid in 2018.

In December 2016, the California Public Employees’ Retirement System (CalPERS) Board of Administration
voted to lower the discount rate used in its actuarial assumptions from 7.5% to 7.0% over the next three years.
The Board approved separate timelines for implementing the new rate for the State, school districts, and public
agencies. The new discount rate for the State would take effect July 1, 2017, and the new discount rate for
school districts and public agencies would take effect July 1, 2018. CalPERS’ decrease in the discount rate will
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potentially increase the State’s unfunded pension liability and will likely result in higher employer
contributions in the future.

In February 2017, the California State Teacher’s Retirement System (CalSTRS) Board of Administration voted
to adopt a new set of actuarial assumptions that reflect members’ increasing life expectancies and current
economic trends. The board voted to decrease the discount rate over a two-year period from 7.50% to 7.25%
for the June 30, 2016 actuarial valuation to be presented at the April 2017 board meeting, and a decrease from
7.25% to 7.00% for the June 30, 2017 actuarial valuation to be presented at the April/May 2018 board meeting.
CalSTRS’ decrease in the discount rate will potentially increase the State’s share of CalSTRS’ unfunded
liability and will likely result in a higher non-employer contribution required from the State.
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Schedule of Changes in Net Pension Liability

and Related Ratios

For the Past Two Fiscal Years*
(amounts in thousands)

2014° 20153
PUBLIC EMPLOYEES’ RETIREMENT FUND PLANS
STATE MISCELLANEOUS ?
Total pension liability
SEIVICE COSE ..ttt ettt ettt et et e et e et e et e et e e aesaeeeraesaeeereesreeareens $ 1,477,762 $ 1,576,695
Interest on total pension Hability ...........cccooiiiiieii e 6,670,928 6,970,837
Differences between expected and actual eXperience..........covvvrvrereerirennennns — 693,639
Benefit payments, including refunds of employee contributions .................... (4,844,631) (5,098,222)
Net change in total pension Hability ...........ccccovieiiniiincees 3,304,059 4,142,949
Total pension liability — beginning ... 88,885,115 92,189,174
Total pension liability — ending () ... $ 92,189,174 $ 96,332,123
Plan fiduciary net position
Contributions — EMPIOYET ......c.coviiiiiii s 2,156,312 2,608,785
Contributions — EMPIOYEE ......cc.oviiiiiiiiee s 766,896 771,046
NEt INVESTMENT INCOME ......vvieieiiee ettt st ea e 10,370,838 1,505,042
Benefit payments, including refunds of employee contributions .................... (4,844,631) (5,098,222)
Plan to plan reSoUrce MOVEMENT ........cccoveuirieiiriereiesie e — (354)
AdMINISIrAtiVe BXPENSE ....eeueeieieiieieieeeiee e (86,473) (76,678)
Net change in plan fiduciary net poSition ............ccocooiiininiiiiieecc e 8,362,942 (290,381)
Plan fiduciary net position — beginning ..o 60,017,620 68,380,562
Plan fiduciary net position — ending (B) ......ccccooieiiiiriie e $ 68,380,562 $ 68,090,181
State’s net pension liability —ending (a) — (B) ..o $ 23,808,612 $ 28,241,942
Plan fiduciary net position as a percentage of the
total pension Hability ..o 74.17% 70.68%
Covered-employee PaYIOll ...........ccciivieiiiiciieieec e, $ 10,019,739 $ 10,640,884
State’s net pension liability as a percentage of
covered-employee PAYIOll .........cociiiiiiiiic e 237.62% 265.41%
(continued)
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L This schedule will be built prospectively until it contains ten years of data.

2 This schedule includes amounts attributable to related organizations, fiduciary component units, and discretely presented

component units, which are not part of the primary government.

3 The date in the column heading represents the end of the measurement period of the net pension liability, which is one year

prior to the reporting period.
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Schedule of Changes in Net Pension Liability
and Related Ratios (continued)

For the Past Two Fiscal Years*
(amounts in thousands)

2014° 20153
PUBLIC EMPLOYEES’ RETIREMENT FUND PLANS
STATE INDUSTRIAL ?
Total pension liability
SBIVICE COSE vviiteitiitiiteete ettt ettt et et e st e st e st e st s e be et et e saestsstesbesbesbessessee st estesbesteas $ 92324 % 100,006
Interest on total pension Hability ...........cccooiiiiieii e 241,278 257,527
Differences between expected and actual eXperience..........covvvrvrereerirennennns — 26,976
Benefit payments, including refunds of employee contributions .................... (146,977) (157,029)
Net change in total pension Hability ...........ccccovieiiniiincees 186,625 227,480
Total pension liability — beginning ... 3,181,282 3,367,907
Total pension liability — ending () ... $ 3,367,907 $ 3,595,387
Plan fiduciary net position
Contributions — EMPIOYET ......c.coviiiiiiiieee s 88,516 107,238
Contributions — MPIOYEE ......cc.oiiiiiiiiiie s 44,459 49,482
NEt INVESTMENT INCOME ....cvviiiiieiieiee ettt 423,076 62,385
Benefit payments, including refunds of employee contributions .................... (146,977) (157,029)
Plan to plan resource movement — 30
AdMINISIratiVe BXPENSE .....oveiiieieieieiee e (3,583) (3,252)
Net change in plan fiduciary net poSition ............ccoceoiiiiineiicieceee 405,491 58,854
Plan fiduciary net position — beginning ..o 2,420,958 2,826,449
Plan fiduciary net position — ending (D) .......cccooveiiiiiii e $ 2826449 $ 2,885,303
State’s net pension liability —ending (2) = (B) ...coccoeeivvieciiceee e, 3$ 541,458 $ 710,084
Plan fiduciary net position as a percentage of the
total pension NabIlity ... 83.92% 80.25%
Covered-employee payroll ... $ 532,490 $ 577,711
State’s net pension liability as a percentage of
covered-employee PaYToll ...........ocoeiiiiiiiic e 101.68% 122.91%
(continued)
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Schedule of Changes in Net Pension Liability

and Related Ratios (continued)

For the Past Two Fiscal Years*
(amounts in thousands)

PUBLIC EMPLOYEES’ RETIREMENT FUND PLANS

162

STATE SAFETY ?
Total pension liability

Service CoSt .....oovvvvvvevennen.

Interest on total pension lability ...
Differences between expected and actual eXperience..........covvvrvrereerirennennns
Benefit payments, including refunds of employee contributions ....................
Net change in total pension Hability ...........ccccovieiiniiincees
Total pension liability — beginning ...

Total pension liability — ending (8) .......ccovveierriiiiiee s

Plan fiduciary net position
Contributions — employer
Contributions — employee
Net investment income ....

Benefit payments, including refunds of employee contributions ....................

Plan to plan resource movement

Administrative expense ...

Net change in plan fiduciary net poSition ............ccocooiiininiiiiieecc e

Plan fiduciary net position
Plan fiduciary net position

—beginnNiNg ....cccooiiiii e
—ending (D) ..ocoere

State’s net pension liability —ending () — (D) ...cocoovviiiiiiie e

Plan fiduciary net position as a percentage of the

total pension liability .......

Covered-employee payroll ..

State’s net pension liability as a percentage of

covered-employee payroll

* Restated

20143 20153
402,902 $ 422,634
663,219 734,333

— (4,150)
(429,353) (469,275)
636,768 683,542

8,682,750 9,626,597 *

9,319,518 $ 10,310,139
339,232 393,925
196,148 215,482

1,162,050 175,677

(429,353) (469,275)
— 499
(9,945) (9,200)

1,258,132 307,108

6,583,260 7,841,392

7,841,392 $ 8,148,500

1,478,126 $ 2,161,639

84.14% 79.03%

1,901,235 $ 2,003,777

77.75% 107.88%
(continued)
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Schedule of Changes in Net Pension Liability
and Related Ratios (continued)

For the Past Two Fiscal Years*
(amounts in thousands)

2014° 20153
PUBLIC EMPLOYEES’ RETIREMENT FUND PLANS
STATE PEACE OFFICERS AND FIREFIGHTERS 2
Total pension liability
LT Vet < AT $ 816,836 $ 838,628
Interest on total pension Hability ...........cccooiiiiieii e 2,622,406 2,759,982
Differences between expected and actual eXperience..........covvvrvrereerirennennns — 288,526
Benefit payments, including refunds of employee contributions .................... (1,568,738) (1,697,676)
Net change in total pension Hability ... 1,870,504 2,189,460
Total pension liability — beginning ... 34,655,771 36,219,196 *
Total pension liability — ending () ... $ 36,526,275 $ 38,408,656
Plan fiduciary net position
Contributions — EMPIOYET ......c.coviiiiiiiieee s 959,741 1,146,192
Contributions — MPIOYEE ......cc.oiiiiiiiiiie s 331,956 366,419
NEt INVESTMENT INCOME ....cvviiiiieiieiee ettt 3,964,754 584,142
Benefit payments, including refunds of employee contributions .................... (1,568,738) (1,697,676)
Plan to plan resource movement — 194
AdMINISIratiVe BXPENSE .....oveiiieieieieiee e (33,334) (30,069)
Net change in plan fiduciary net poSition ............ccoceoiiiiineiicieceee 3,654,379 369,202
Plan fiduciary net position — beginning ..o 22,713,610 26,367,989
Plan fiduciary net position —ending (D) .........c.cocoooviiiiiiiii $ 26,367,989 $ 26,737,191
State’s net pension liability —ending (2) = (B) ...coccoeeivvieciiceee e, $ 10,158,286 $ 11,671,465
Plan fiduciary net position as a percentage of the
total pension NabIlity ... 72.19% 69.61%
Covered-employee PaYTOll .......ccoveiiiiiiieiieice e, $ 3,030525 $ 3,115,287
State’s net pension liability as a percentage of
covered-employee PaYToll ...........ocoeiiiiiiiic e 335.20% 374.65%
(continued)

* Restated
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Schedule of Changes in Net Pension Liability
and Related Ratios (continued)

For the Past Two Fiscal Years*
(amounts in thousands)

2014° 20153
PUBLIC EMPLOYEES’ RETIREMENT FUND PLANS
CALIFORNIA HIGHWAY PATROL
Total pension liability
SEIVICE COSE .vvvteieiieies et $ 191,730 $ 198,665
Interest on total pension Hability ...........cccooiiiiieii e 724,474 764,348
Differences between expected and actual eXperience..........covvvrvrereerirennennns — 75,593
Benefit payments, including refunds of employee contributions .................... (460,991) (487,061)
Net change in total pension Hability ...........ccccovieiiniiincees 455,213 551,545
Total pension liability — beginning ... 9,604,872 10,060,085
Total pension liability — ending () ... $ 10,060,085 $ 10,611,630
Plan fiduciary net position
Contributions — EMPIOYET ......c.coviiiiiiiieee s 277,702 351,197
Contributions — MPIOYEE ......cc.oiiiiiiiiiie s 83,161 85,791
NEt INVESTMENT INCOME ....cvviiiiieiieiee ettt 1,005,007 146,782
Benefit payments, including refunds of employee contributions .................... (460,991) (487,061)
Plan to plan resource movement — (214)
AdMINISIratiVe BXPENSE .....oveiiieieieieiee e (8,417) (7,600)
Net change in plan fiduciary net poSition ............ccoceoiiiiineiicieceee 896,462 88,895
Plan fiduciary net position — beginning ..o 5,759,985 6,656,447
Plan fiduciary net position — ending (D) .......cccooveiiiiiii e $ 6,656,447 $ 6,745,342
State’s net pension liability —ending (2) = (B) ...coccoeeivvieciiceee e, $ 3403638 $ 3,866,288
Plan fiduciary net position as a percentage of the
total pension NabIlity ... 66.17% 63.57%
Covered-employee payroll ... $ 765,283 % 809,610
State’s net pension liability as a percentage of
covered-employee PaYToll ...........ocoeiiiiiiiic e 444.76% 477.55%
(continued)
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Schedule of Changes in Net Pension Liability
and Related Ratios (continued)

For the Past Two Fiscal Years*
(amounts in thousands)

2014° 20153
SINGLE-EMPLOYER PLANS
JUDGES’
Total pension liability
SEIVICE COSE ..ttt ettt ettt et et e et e et e et e et e e aesaeeeraesaeeereesreeareens $ 27581 % 27,841
Interest on total pension Hability ...........cccooiiiiieii e 140,256 133,181
Differences between expected and actual eXperience..........covvvrvrereerirennennns — 57,568
Changes of aSSUMPLIONS .......c.ooviiiiiiicc e — 158,646
Benefit payments, including refunds of employee contributions .................... (193,935) (201,868)
Net change in total pension Hability ...........ccccovieiiniiincees (26,098) 175,368
Total pension liability — beginning ... 3,383,310 3,357,212
Total pension liability — ending (8) .......ccovveirrieiieec s $ 3357212 $ 3,532,580
Plan fiduciary net position
Contributions — EMPIOYET ......c.coviiiiiiiieee s 191,148 180,910
Contributions — MPIOYEE ......cc.oiiiiiiiiiie s 7,248 3,877
Net INVESTMENT INCOME ..o 59 88
Other MisCellanBouS INCOME .......ccvveiiiiieiiie et — 2,198
Benefit payments, including refunds of employee contributions .................... (193,935) (201,867)
AdMINISIratiVe BXPENSE .....oveiiieieieieiee e (1,141) (1,227)
Net change in plan fiduciary net poSition ............ccoceoiiiiineiicieceee 3,379 (16,021)
Plan fiduciary net position — beginning ..o 53,820 57,199
Plan fiduciary net position — ending (D) .......cccooveiiiiiii e $ 57,199 $ 41,178
State’s net pension liability —ending (2) = (B) ...coccoeeivvieciiceee e, $ 3,300,013 $ 3,491,402
Plan fiduciary net position as a percentage of the
total pension NabIlity ... 1.70% 1.17%
Covered-employee PaYTOll ..........ccocoiiiiiiie e $ 163,574 $ 28,770
State’s net pension liability as a percentage of
covered-employee PaYToll ...........ocoeiiiiiiiic e 2017.44% 12135.56%
(continued)
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Schedule of Changes in Net Pension Liability
and Related Ratios (continued)

For the Past Two Fiscal Years*
(amounts in thousands)

2014° 20153
SINGLE-EMPLOYER PLANS

JUDGES’ I
Total pension liability

SBIVICE COSE vviiteitiitiiteete ettt ettt et et e st e st e st e st s e be et et e saestsstesbesbesbessessee st estesbesteas $ 78,670 $ 79,641

INEEIEST <.t et e et e et era e aaea s 61,044 69,128

Differences between expected and actual eXperience..........covvvrvrereerirennennns — (17,319)

Changes of aSSUMPLIONS .......c.ooviiiiiiicc e — (16,619)

Benefit payments, including refunds of employee contributions .................... (8,950) (14,041)

Net change in total pension Hability ...........ccccovieiiniiincees 130,764 100,790

Total pension liability — beginning ... 837,198 967,962
Total pension liability — ending (8) .......ccovveirrieiieec s $ 967,962 $ 1,068,752
Plan fiduciary net position

Contributions — EMPIOYET ......c.coviiiiiiiieee s 57,027 65,629

Contributions — MPIOYEE ......cc.oiiiiiiiiiie s 20,413 22,242

NEt INVESTMENT INCOME ....cvviiiiieiieiee ettt 150,168 (2,402)

Benefit payments, including refunds of employee contributions .................... (8,950) (14,041)

AdMINISIratiVe BXPENSE .....oveiiieieieieiee e (785) (1,127)

Net change in plan fiduciary net poSition ............ccoceoiiiiineiicieceee 217,873 70,301

Plan fiduciary net position — beginning ..o 795,967 1,013,840
Plan fiduciary net position — ending (D) .......cccooveiiiiiii e $ 1013840 $ 1,084,141
State’s net pension liability/(asset) —ending (@) — (B) ....cccovvvvveereeriiiiiie, 3$ (45,878) $ (15,389)
Plan fiduciary net position as a percentage of the

total pension NabIlity ... 104.74% 101.44%
Covered-employee PaYTOll ..........ccocoiiiiiiie e $ 40,476 $ 180,230
State’s net pension liability/(asset) as a percentage of

covered-employee PaYToll ...........ocoeiiiiiiiic e -113.35% -8.54%

(continued)
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Schedule of Changes in Net Pension Liability
and Related Ratios (continued)

For the Past Two Fiscal Years*
(amounts in thousands)

2014° 2015°
SINGLE-EMPLOYER PLANS
LEGISLATORS’
Total pension liability
SEIVICE COSE ..vvrvveiiecieesieeseise ettt es e en s $ 732 % 769
Interest on total pension Hability ...........cccooiiiiieii e 6,465 6,268
Differences between expected and actual eXperience..........covvvrvrereerirennennns — (4,246)
Changes of aSSUMPLIONS .......c.ooviiiiiiicc e — (2,654)
Benefit payments, including refunds of employee contributions .................... (7,482) (9,087)
Net change in total pension Hability ...........ccccovieiiniiincees (285) (8,950)
Total pension liability — beginning ... 115,806 115,521
Total pension liability — ending () ... $ 115521 $ 106,571
Plan fiduciary net position
Contributions — EMPIOYET ......c.coviiiiiiiieee s 565 590
Contributions — MPIOYEE ......cc.oiiiiiiiiiie s 113 105
Net INVESTMENT INCOME ..o 15,372 (94)
Benefit payments, including refunds of employee contributions .................... (7,482) (9,087)
AdMINISIratiVe BXPENSE .....oveiiieieieieiee e (362) (399)
Net change in plan fiduciary net poSition ............ccoceoiiiiineiicieceee 8,206 (8,885)
Plan fiduciary net position — beginning ..o 122,148 130,354
Plan fiduciary net position — ending (D) .......cccooveiiiiiii e $ 130,354 % 121,469
State’s net pension liability/(asset) —ending (@) — (B) ....cccovvvvveereeriiiiiie, 3$ (14,833) $ (14,898)
Plan fiduciary net position as a percentage of the
total pension NabIlity ... 112.84% 113.98%
Covered-employee PaYTOll ..........ccocoiiiiiiie e $ 1,471  $ 1,397
State’s net pension liability as a percentage of
covered-employee PaYToll ...........ocoeiiiiiiiic e -1008.36% -1066.43%
(concluded)
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Schedule of State Pension Contributions

For the Past Two Fiscal Years*
(amounts in thousands)

PUBLIC EMPLOYEES’ RETIREMENT FUND PLANS

STATE MISCELLANEOUS 2
Actuarially determined contribution ............cccoeoiiiiiiiic e
Contributions in relation to the actuarially

determined CONIIDULION .......cvviiieiiiicc e

Contribution defiCIENCY (EXCESS) ..v.vvvveviirieieiiisiiieenisiee et

Covered-employee Payroll .........cooiiiiiiei e,

Contributions as a percentage of
covered-employee payroll ...

STATE INDUSTRIAL 2
Actuarially determined CONtribULION ...........coooviiiiiiiricecc e
Contributions in relation to the actuarially

determined CONEIDULION .....c.ovviviiiiiccee s

Contribution defiCienCy (EXCESS) ...ovivirieriiieiiiiieesiee e

Covered-employee Payroll ..o,

Contributions as a percentage of
covered-employee PAYIOll ...

STATE SAFETY ?
Actuarially determined contribution ..o
Contributions in relation to the actuarially

determined CONIIDULION .......covviviiiiicc e

Contribution defiCiENCY (EXCESS) ..v.viveviiririereiiirieieinisieee e

Covered-employee PaYroll .........cccviviiiiiieiiiicecee e,

Contributions as a percentage of
covered-employee PAYTOll .........c.ccvieiiiiieiccecece s

STATE PEACE OFFICERS AND FIREFIGHTERS ?
Actuarially determined contribution ...........ccccoeviiiriiieiie e
Contributions in relation to the actuarially

determined CONIIDULION .....c.oviiieiiiiieeee s

Contribution defiCIENCY (EXCESS) ...euvivivrrerieirierieie sttt

Covered-employee PaYroll ..o

Contributions as a percentage of
covered-employee payroll ...

L This schedule will be built prospectively until it contains ten years of data.

2015 2016
$ 2,421,157 $ 2,718,895
(2,583,400) (2,814,126)
$ (162,243) $ (95,231)
$ 10,655,117 $ 11,197,607
24.25% 25.13%
$ 92,024 $ 103,293
(104,769) (116,594)
$ (12,745) $  (13,301)
$ 577,713  $ 625,220
18.14% 18.65%
$ 341509 $ 368,444
(387,508) (404,595)
$ (45,999) $ (36,151)
$ 2,003,716 $ 2,100,289
19.34% 19.26%
$ 1,086,102 $ 1,197,160
(1,148,597) (1,263,436)
$ (62,495 $  (66,276)
$ 3115364 $ 3,241,763
36.87% 38.97%
(continued)

2 This schedule includes amounts attributable to related organizations, fiduciary component units, and discretely

presented component units, which are not part of the primary government.
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Schedule of State Pension Contributions (continued)

For the Past Two Fiscal Years*
(amounts in thousands)

2015 2016
PUBLIC EMPLOYEES’ RETIREMENT FUND PLANS

CALIFORNIA HIGHWAY PATROL
Actuarially determined CONtribULION .........ccoovieiiiriiicieee e $ 323393 % 363,634
Contributions in relation to the actuarially

determined CONIIDULION .......ccvviviiiiicicc e (352,139) (377,534)
Contribution defiCIENCY (BXCESS) ...vvrvrririurieririirieiereieieiereiereereierere e $ (28,746) $ (13,900)
Covered-employee Payroll ..........ccccevvriinricssseesss s $ 809,610 $ 808,032
Contributions as a percentage of

covered-employee PAYIOll ...t 43.49% 46.72%

SINGLE-EMPLOYER PLANS

JUDGES’
Actuarially determined CONtribULION ..........coooviiiiiiiiie e $ 1884555 $ 463,073
Contributions in relation to the actuarially

determined CONLIIDULION .......coiuiiiiiiie s (3,598) (3,252)
Contribution defiCIeNCY (EXCESS) ...c.vivirieririeiiierieieeieeeie et $ 1,880,957 $ 459,821
Covered-employee Payroll ..o $ 167,542 $ 29,771
Contributions as a percentage of

covered-employee PAYIOll .........cooiiiiiiiiic e 2.15% 10.92%
JUDGES’ I
Actuarially determined CONtribULION ..........cc.civeiiiieeeccce e $ 63,193 $ 58,362
Contributions in relation to the actuarially

determined CONEFIDULION .......covviiiiiiicicce s (59,982) (60,476)
Contribution defiCIENCY (EXCESS) ...vvrvererririeririirieiereieieieieieieereieseere e $ 3211 $ (2,114)
Covered-employee PaYIoll ...........ccccviviveiieiiicceccec e, $ 41,458 $ 186,505
Contributions as a percentage of

covered-employee PAYTOll .........c.covviiiiiiciiec s 144.68% 32.43%
LEGISLATORS’
Actuarially determined cONtribULION ...........coooviiiiiiiniciece e $ 260 $ 141
Contributions in relation to the actuarially

determined CONTIIDULION .......coouiiiiiiiic s (544) (549)
Contribution defiCIENCY (EXCESS) ..vuvveverereriereririrerieeresieseeseseereeseeseeeseseeseneseenas $ (284) $ (408)
Covered-employee payroll ... $ 1,397 $ 1,298
Contributions as a percentage of

covered-employee Payroll ..o 38.94% 42.3%

(continued)

169



State of California Comprehensive Annual Financial Report

Schedule of State Pension Contributions (continued)

For the Past Two Fiscal Years*
(amounts in thousands)

Notes to Required Supplementary Information for the most recent fiscal year presented:
Public Employees’ Retirement Fund (PERF) and Single-Employer Plans

Actual contribution amounts: Based on statutorily required contributions as outlined in California Government Code
section 20683.2, which dictates that any excess employer contributions due to increased employee
contributions must be allocated to the unfunded liability.

Covered-employee payroll:  Pensionable earnings provided by the employer
Valuation date: Actuarially determined contribution rates were calculated as of June 30, 2013.

Methods and assumptions used to determine contribution rates:

Actuarial cost method Entry age normal

Amortization method See each plan’s June 30, 2013 Actuarial Valuation Report.

Asset valuation method Actuarial value of assets; for details see each plan’s June 30, 2013 Actuarial Valuation Report.
Inflation 2.75%

Salary increases PERF — varies by entry age and service

Judges’ — 3.00%
Judges’ Il — varies by entry age and service
Legislators’ — varies by entry age and service

Payroll growth 3.00%

Investment rate of return Net of pension plan investment expenses and administrative expenses; includes inflation:
PERF — 7.50%, which is used for contribution purposes
Judges’ — 4.25%
Judges’ Il - 7.00%
Legislators’ — 5.75%

Retirement age The probabilities of retirement are based on the 2014 CalPERS Experience Study for the period
from 1997 to 2011.

Mortality Mortality rates are based on the 2014 CalPERS Experience Study adopted by the CalPERS
Board and post-retirement mortality rates include 20 years of projected on-going mortality
improvements using Scale BB published by the Society of Actuaries.
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Schedule of the State’s Proportionate Share of
Net Pension Liability — CalSTRS

For the Past Two Fiscal Years*
(amounts in thousands)

20142 2015 2
State’s proportion of CalSTRS’ net pension liability ... 37.65% 34.59%
State’s proportionate share of CalSTRS’ net pension liability .................. $ 22,001,531 $ 23,289,391
Plan fiduciary net position as a percentage of the total pension liability .. 76.52% 74.02%

L This schedule will be built prospectively until it contains ten years of data.

2 The date in the column heading represents the end of the measurement period of the net pension liability, which is one year
prior to the reporting period.

Schedule of the State’s Contributions — CalSTRS

For the Past Two Fiscal Years*
(amounts in thousands)

2015 2016
Statutorily required cONtribUtION ..........cccoieiiieiiiiiee e, $ 1,486,004 $ 1,935,288
Contributions in relation to the statutorily required contribution ............. 1,486,004 1,935,288
Annual contribution defiCienCy/(EXCESS) ......cvovriririeriieie e $ — 3 —

L This schedule will be built prospectively until it contains ten years of data.

Notes to Required Supplementary Information for the most recent fiscal year presented:
State’s Participation in CalSTRS

Actual contribution amounts: ~ Based on statutorily required contributions as outlined in California Education Code
sections 22954 and 22955, as well as California Public Resources Code section 6217.

Valuation date: Actuarially determined contribution rates were calculated as of June 30, 2014.
Methods and assumptions used to determine contribution rates:

Actuarial cost method Entry age normal

Amortization method/period  Level percent of payroll, closed/open period, 32 years remaining amortization period
Asset valuation method Adjustment to market value

Consumer price inflation 3.00%

Payroll growth 3.75%

Investment rate of return For calculating the actuarially determined contribution:

7.50%, net of pension plan investment and administrative expenses
For calculating total pension liability:
7.60%, net of pension plan investment expenses, but gross of administrative expenses

Interest on accounts 4.50%
Post-retirement benefit
increases (COLAS) 2.00% simple
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Schedule of Funding Progress

(amounts in millions)

Other Postemployment Benefit Plan

Actuarial Actuarial Unfunded UAAL asa
Actuarial Value of Accrued Actuarial Accrued Funded Covered Percentage of
Valuation Assets Liability Liability (UAAL) Ratio Payroll Covered Payroll
Date (@) (b) (b-a) (a/b) (c) (b-a)/c)

State substantive plan

June 30, 2014 $ 41 % 71814 % 71,773 0.0 % $ 19,250 3728 %
June 30, 2015 86 74,189 74,103 0.1 20,180 367.2
June 30, 2016 148 76,681 76,533 0.2 20,160 379.6

Trial Courts *

July 1, 2011 $ 17 $ 138  $ 1,368 1.2 % $ 922 148.4 %
July 1, 2013 30 1,421 1,391 2.1 931 149.4
July 1, 2015 88 1,494 1,406 5.9 1,014 138.7

1 The trial courts reporting is based on 52 individual biennial actuarial valuations as of July 1, 2015.

Note: The University of California provides OPEB benefits through its Retirement Health Plan to its eligible retirees and their
families. As the University is the employer providing these benefits, the State will not be reporting these benefits in Note 11 or
the Required Supplementary Information. Information regarding the University and references to its financial statements can
be found in Note 1, Section A.3., Discretely Presented Component Units.

Infrastructure Assets Using the Modified Approach

Pursuant to Governmental Accounting Standards Board (GASB) Statement No. 34, the State uses the
modified approach to report the cost of its infrastructure assets (state roadways and bridges). Under the
modified approach, the State does not report depreciation expense for roads and bridges but capitalizes all
costs that add to the capacity and efficiency of State-owned roads and bridges. All maintenance and
preservation costs are expensed and not capitalized.

A. Infrastructure Asset Reporting Categories

The infrastructure assets reported in the State’s financial statements for the fiscal year ending June 30, 2016,
are in the following categories and amounts: state highway infrastructure (completed highway projects)
totaling $73.5 billion, land purchased for highway projects totaling $14.3 billion, and infrastructure
construction-in-progress (uncompleted highway projects) totaling $11.0 billion.

Donation and Relinquishment: Donation and relinquishment activity affects the inventory of statewide lane
miles, land, and/or bridges as adjustments to the infrastructure assets and/or land balance in the State’s
financial statements. For the fiscal year ending June 30, 2016, there were no donations of infrastructure land,
and relinquishments are $40 million of state highway infrastructure (completed highway projects) and $8
million of infrastructure land.
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B. Condition Baselines and Assessments

1. Bridges

The State uses the Bridge Health Index (BHI)—a numerical rating scale from 0 to 100 that uses element-level
inspection data—to determine the aggregate condition of its bridges. The inspection data is based on the
American Association of State Highway and Transportation Officials’ “Guide Manual for Bridge Element
Inspection.”

The BHI represents the remaining asset value of the bridge. A new bridge that has 100% of its asset value has
a BHI of 100. As a bridge deteriorates, it loses asset value, as represented by a decline in its BHI. When a
bridge is repaired, it will regain some (or all) of its asset value and its BHI will increase.

The following table shows the State’s established condition baseline and actual BHI for fiscal years 2013-14
through 2015-16:

Fiscal Year
Ended June 30 Established BHI Baseline ! Actual BHI
2014 80.0 95.6
2015 80.0 95.7
2016 80.0 945

! The actual statewide BHI should not be lower than the minimum BHI established by the State.

The following table provides details on the State’s actual BHI as of June 30, 2016:

BHI Range’ Bridge Count Percent Network BHI
Greater than 99.50 4,739 36.53 % 99.9
90.0 <=HI <=99.50 5,784 44.59 97.0
80.0<=HI<90.0 862 6.65 85.8
70.0<=HI<80.0 980 7.55 73.9
0.0<HI<70.0 367 2.83 58.9
Does not carry traffic 240 1.85 97.3
Total 12,972 100.00 %

! Effective FY 2015-16, the BHI Range is being displayed instead of the BHI Description for the analysis of State Bridges - Statewide as requested
by the Office of Structure Maintenance and Invesigations.

2. Roadways

The State conducts a periodic pavement-condition survey, which evaluates ride quality and structural integrity
and identifies the number of distressed lane miles. The State classifies a roadway’s pavement condition by the
following descriptions:

1. Excellent/good condition — few potholes or cracks

2. Fair condition — moderate number of potholes or cracks
3. Poor condition — significant or extensive number of potholes or cracks
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Statewide lane miles are considered “distressed lane miles” if they are in poor condition. The actual distressed
lane miles are compared to the established condition baseline to ensure that the baseline is not exceeded.

The following table shows the State’s established condition baseline and actual distressed lane miles from the
last three completed pavement-condition surveys:

Condition Established Condition Actual Actual Distressed
Assessment Baseline Distressed Distressed Lane Miles as Percent
Date * Lane Miles (maximum) 2 Lane Miles of Total Lane Miles
December 2011 18,000 12,333 249 %
December 2013 18,000 7,820 15.7
December 2015 18,000 7,889 159

! Condition assessment for the State’s established condition baseline and actual distressed lane miles is being reported as of the State of the Pavement
report publication date.

2 The actual statewide distressed lane miles should not exceed the maximum distressed lane miles established by the State.

The following table provides details on the State’s actual distressed lane miles as of the last completed
pavement-condition survey:

Pavement Condition Lane Miles Distressed Lane Miles
Excellent/Good 26,484 —
Fair 15,272 —
Poor 7,889 7,889
Total 49,645 7,889

C. Budgeted and Actual Preservation Costs

The estimated budgeted preservation costs represent the preservation projects approved by the California
Transportation Commission and the State’s scheduled preservation work for each fiscal year. The actual
preservation costs represent the cumulative cost to date for the projects approved and work scheduled in each
fiscal year.

The State’s budgeted and actual preservation cost information for the most recent and four previous fiscal
years is shown in the following table:

Estimated Budgeted Actual
Fiscal Year Preservation Costs Preservation Costs
Ended June 30 (in millions)* (in millions)*

2012 $ 3,362 $ 3,184
2013 2,621 2,533
2014 2,510 2,353
2015 3,340 2,686
2016 3,975 1,909

Yn fiscal year 2014-15, the methodology for identifying the preservation budgeted and actual costs was adjusted to include additional costs not
previously reported.
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Budgetary Comparison Schedule
General Fund and Major Special Revenue Funds

Year Ended June 30, 2016

(amounts in thousands)

General
Budgeted Amounts Actual Variance With
Original Final Amounts Final Budget
REVENUES
COrPOratioN tAX ......veveeieiiereeirieiei ettt $ 10,304,000 $ 10,309,000 $ 10,024,833 $  (284,167)
INtergovernmMeNtal .........ccccocvcivieiiiiicee e — — — —
Cigarette and t0baCCO taXES ......cevveveviieciiieice e 84,000 87,000 85,344 (1,656)
Insurance gross Premiums taX ......o.ocvveeveerieisereeeseeeseseee e 2,493,000 2,486,000 2,561,932 75,932
Vehicle liICENSE TEES ...c.vviveiiiieiiiee s 839 839 23,559 22,720
Motor Vehicle FUBT taX .....ccoovivreiriieiicce e, — — — —
Personal iNCOME taX .......ccceveviiieiiieiceee e 81,354,000 79,962,000 79,427,730 (534,270)
Retail sales and USE TaXES .......ccccvvviiierieiiieiie e 25,246,000 25,028,000 24,782,415 (245,585)
Other major taxes and lICENSES .........ccevivevieeiericicee e 366,000 370,000 369,769 (231)
OLNEI TEVENUES ...t 1,619,161 1,732,161 1,837,251 105,090
TOtAl FEVENUES ... 121,467,000 119,975,000 119,112,833 (862,167)
EXPENDITURES
Business, consumer services, and housing ...........ccoceevverrcrennnnn. 36,217 36,931 36,774 (157)
TranSPOITAtION .....ovvieiiiieiiecsie e 83,423 83,423 83,423 —
Natural resources and environmental protection ...........c.cc.cceue... 1,717,223 2,043,758 1,854,968 (188,790)
Health and human SEIVICES ........cccovvviieiiecieceeeee e 31,939,104 32,259,043 31,436,819 (822,224)
Corrections and rehabilitation ...........ccccoeeveiieeieecec e, 9,919,638 10,130,414 9,947,947 (182,467)
EAUCALION ...t 60,007,610 60,765,227 60,509,876 (255,351)
General government:
TaX TEHET oo s 431,657 431,657 413,953 (17,704)
DEDE SEIVICE 1.vvvviveveriieteieriieie ettt 5,495,445 5,495,446 4,874,617 (620,829)
Other general gOVErNMENT .........covvviviiiiriceree e 5,589,125 5,672,413 5,201,493 (470,920)
Total eXPeNditUreS .......ccccevviieiiiieeceec e 115,219,442 116,918,312 114,359,870 (2,558,442)
OTHER FINANCING SOURCES (USES)
Transfers from other funds ...........ccceveieicii i — — 460,146 —
Transfers to other fUNAS .........coceeiiie i — — (3,614,440) —
Other additions (dedUCtioNS) .........cccccereereieiereieseesee e, — — (1,778,426) —
Total other financing SOUrces (USES) .......c.covvvrvreveerirvivennn. — — (4,932,720) —
Excess (deficiency) of revenues and other sources
over (under) expenditures and Other USES ...........ccceovvrreeirerenene. — — (179,757) —
Fund balances — beginning ..........ccocvvveviiiiiiiieicceese e — — 6,459,790 —
Fund balances — ending ...........ccco.ocevoeeeiceeieeeeeee e, $ — 3 — $ 6,280,033 $ —
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Federal Transportation

Budgeted Amounts Actual Variance With Budgeted Amounts Actual Variance With

Original Final Amounts Final Budget Original Final Amounts Final Budget
— 3 — $ — — — 3 — $ — —
80,431,240 80,431,240 80,431,240 — — — — —
— — — — 4,909,791 4,958,537 5,003,318 44,781
— — — — 4,154,218 4,138,032 4,161,638 23,606
39 39 39 — 436,916 415,833 447,238 31,405
80,431,279 80,431,279 80,431,279 — 9,500,925 9,512,402 9,612,194 99,792
63,715 63,715 63,715 — 110,082 110,082 101,613 (8,469)
5,327,977 5,327,977 5,327,977 — 8,744,420 9,354,009 8,006,473 (1,347,536)
463,526 463,526 463,526 — 402,811 403,189 376,719 (26,470)
65,071,720 65,071,720 65,071,720 — 3,546 3,546 2,838 (708)
48,357 48,357 48,357 — — — — —
6,918,928 6,918,928 6,918,928 — 2,550 2,550 2,297 (253)
— — — — 1,175 1,175 188 (987)
1,061,272 1,061,272 1,061,272 — 913,714 913,543 904,218 (9,325)
78,955,495 78,955,495 78,955,495 — 10,178,298 10,788,094 9,394,346 (1,393,748)
— — 5,548,078 — — — 15,538,760 —
— — (6,992,514) — — — (15,863,508) —
— — (32,036) — — — (324,857) —
— — (1,476,472) — — — (649,605) —
— — (688) — — — (431,757) —
— — 7,032 — — — 15,603,396 —
— $ — $ 6,344 $ — — $ — $ 15171639 $ —

(continued)
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Budgetary Comparison Schedule (continued)
General Fund and Major Special Revenue Funds

Year Ended June 30, 2016

(amounts in thousands) Environmental and Natural Resources
Budgeted Amounts Actual Variance With
Original Final Amounts Final Budget
REVENUES
COrPOTALION TAX ..vovocevvsciceeeeseeeeee ettt es et en e $ — — — —
Intergovernmental ..........cccoovcevieeiiricecee e — — — —
Cigarette and t0bacCOo taXes ........cccvvvveeierieriieececce e — — — —
INsurance gross Premiums taX .......covooveeerereeeenneneenenieenenns — — — —
Vehicle 1iCeNSe TEES ......vvveiiiieirsee e, — — — —
Motor vehicle fUBT taX ......coovivieiiiieiirce s — — — —
Personal iNCOME taX .....cvivrireiriieieiiesiee s — — — —
Retail sales and USe TaXES ....ccovovvveveirrieeiireese e, — — — —
Other major taxes and liCENSES .........ccvvververiieeciiceceeees 171,601 171,601 171,601 —
OLNEI TEVENUES ...ttt 5,436,934 5,436,934 5,436,934 —
TOtAl FEVENUES ...t 5,608,535 5,608,535 5,608,535 —
EXPENDITURES
Business, consumer services, and housing ...........ccococvveeinenas 81,084 81,084 72,585 (8,499)
TranSPOItAtiON ......c.cvveiieiieieeee e 70,673 72,506 69,337 (3,169)
Natural resources and environmental protection ..................... 4,973,544 4,875,648 4,357,661 (517,987)
Health and human SEIVICES ........ccvivuvevieiiiciececiesee e 59,220 59,220 53,887 (5,333)
Corrections and rehabilitation ...........ccccocooeiieiiincieiecee, — — — —
EAUCALION ©..vvieee e 814 814 404 (410)
General government:
TaX FRIIET oo — — — —
DEDL SEIVICE ..o — — — —
Other general goOVErNMENt .........cccvvvvveiinnieeineee e 52,768 54,964 48,709 (6,255)
Total eXPenditures ...........ccoeviiieiiiieecce e 5,238,103 5,144,236 4,602,583 (541,653)
OTHER FINANCING SOURCES (USES)
Transfers from other funds ...........ccoeeveeeiiiie i, — — 632,771 —
Transfers to other funds ...........cocooiiiiiniie — — (394,357) —
Other additions (dedUCtions) ..........cccceerereeneiesenee e — — 121,255 —
Total other financing SOUrces (USES) .........cccverrveeririnenn. — — 359,669 —
Excess (deficiency) of revenues and other sources
over (under) expenditures and Other USES ...........ccceovrrrevrirnnns — — 1,365,621 —
Fund balances — beginning ..........cccoccoeviiviiiiiiiceseeeceeis — — 19,149,003 —
Fund balances — ending ..........cccoveevoverecerecesceeeeeeee e $ — 3 — $ 20514624 $ —
(concluded)
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Reconciliation of Budgetary Basis Fund Balances
of the General Fund and the Major Special Revenue Funds
to GAAP Basis Fund Balances

June 30, 2016

(amounts in thousands)
Major Special Revenue Funds

Environmental

and Natural
General Federal Transportation Resources

Budgetary fund balance reclassified into

GAAP statement fund SErUCTUIeE ........ccoovveveeieeeceeeceeeenns $ 6,280,033 $ 6,344 $ 15,171,639 $ 20,514,624
Basis difference:

Interfund receivables ... 66,034 — 2,424,616 454,800

L0ans receivable ... 43,283 240,613 — 1,424,076

Interfund payables ... (3,983,168) — (10,864) (14,790)

ESCheat ProPerty .......oceoivireeiiieeeeeessee s (949,685) — — —

Bonds authorized but UNISSUEd ..........cccoovvveeiiiiiiieiiccie e — — (11,068,265) (12,111,532)

TAX FEVENUES ...ttt (997,000) — — —

Fund classification Changes ...........cccoreeiininiiineceeee 4,037,384 2,053 — —

OBNET <ottt — — 2,486,799 (52,875)
Timing difference:

Liabilities budgeted in subsequent years ..........cccccevveervennnne. (4,135,153) (1,176) (465,008) (87,209)
GAAP fund balance —ending ...........cccceveveiveviiiceieiiceeeenn, $ 361,728 $ 247834 $ 8,538,917 $ 10,127,094

Notes to the Required Supplementary Information

Budgetary Comparison Schedule

The State annually reports its financial condition based on a Generally Accepted Accounting Principles
(GAAP) basis and on the State’s budgetary provisions (budgetary basis). The Budgetary Comparison
Schedule for the General Fund and Major Special Revenue Funds reports the original budget, the final budget,
the actual expenditures, and the variance between the final budget and the actual expenditures, using the
budgetary basis of accounting.

On the budgetary basis, individual appropriations are charged as expenditures when commitments for goods
and services are incurred. However, for financial reporting purposes, the State reports expenditures based on
the year in which goods and services are received. The Budgetary Comparison Schedule includes all of the
current year expenditures for the General Fund and major special revenue funds as well as related
appropriations that typically are legislatively authorized annually, continually, or by project. While the
encumbrances relate to all programs’ expenditures on a budgetary basis, adjustments for encumbrances are
made under “other general government,” except for Environmental and Natural Resources where adjustments
for encumbrances are made under each program’s expenditures.

The Budgetary Comparison Schedule is not presented in this document at the legal level of budgetary control
because such a presentation would be extremely lengthy and cumbersome. The State of California prepares a
separate report, the Comprehensive Annual Financial Report Supplement, which includes statements that
demonstrate compliance with the legal level of budgetary control in accordance with Government Accounting
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Standards Board’s (GASB) Codification of Governmental Accounting and Financial Reporting Standards,
Section 2400.121. The supplement includes a comparison of the annual appropriated budget with
expenditures at the legal level of control. A copy of the Comprehensive Annual Financial Report Supplement
is available by emailing the State Controller’s Office, State Accounting and Reporting Division at
StateGovReports@sco.ca.gov.

Reconciliation of Budgetary With GAAP Basis

The reconciliation of budgetary basis fund balances of the General Fund and the major special revenue funds
to GAAP basis fund balances is presented on the previous page and the reconciling items are explained in the
following paragraphs.

The beginning fund balance for the General Fund on the budgetary basis is restated for prior-year revenue
adjustments and prior-year expenditure adjustments. A prior-year revenue adjustment occurs when the actual
amount received in the current year differs from the amount of revenue accrued in the prior year. A prior-year
expenditure adjustment results when the actual amount paid in the current year differs from the prior-year
accrual for appropriations for which the ability to encumber funds has lapsed in previous periods. The
beginning fund balance on a GAAP basis is not affected by these adjustments.

Basis Difference

Interfund Receivables and Loans Receivable: Loans made to other funds or to other governments are
normally recorded as either expenditures or transfers on a budgetary basis. However, in accordance with
GAARP, these loans are recorded as assets. The adjustments related to interfund receivables caused increases of
$66 million in the General Fund, $2.4 billion in the Transportation Fund, and $455 million in the
Environmental and Natural Resources Fund. The adjustments related to loans receivable caused increases of
$43 million in the General Fund, $241 million in the Federal Fund, and $1.4 billion in the Environmental and
Natural Resources Fund.

Interfund Payables: Loans received from other funds are normally recorded as transfers on a budgetary basis.
However, in accordance with GAAP, these loans are recorded as liabilities. The adjustments related to
interfund payables caused decreases of $4.0 billion in the General Fund, $11 million in the Transportation
Fund, and $15 million in the Environmental and Natural Resources Fund.

Escheat Property: A liability for the estimated amount of escheat property expected to ultimately be
reclaimed and paid is not reported on a budgetary basis. The liability is required to be reported on a GAAP
basis. This adjustment caused an $950 million decrease in the General Fund.

Bonds Authorized but Unissued: In the year that general obligation bonds are authorized by the voters, the
full amount authorized is recognized as revenue on a budgetary basis. In accordance with GAAP, only the
amount of bonds issued each year is reported as an other financing source. The adjustments related to bonds
authorized but unissued caused decreases of $11.1 billion in the Transportation Fund and $12.1 billion in the
Environmental and Natural Resources Fund.

Tax Revenues: Estimated tax payments are accrued on a budgetary basis pursuant to Chapter 751, Statutes of
2008. However, in accordance with GAAP, tax payments are accrued based on the portion of estimated net
final payments related to the fiscal year. This adjustment caused a decrease of $997 million in the General
Fund.

Fund Classification Changes: The fund balance amounts for governmental funds have been reclassified in
accordance with governmental accounting standards. These reclassifications caused increases of $4.0 billion

180



Required Supplementary Information

in the General Fund and $2 million in the Federal Fund. These increases represent the fund balances of funds
that are not considered part of the General Fund or the Federal Fund, respectively, for any budgetary purpose
or for the Budgetary/Legal Basis Annual Report.

Other: Certain other adjustments and reclassifications are necessary in order to present the financial
statements in accordance with GAAP. The other adjustments caused an increase of $2.5 billion in the
Transportation Fund and a decrease of $53 million in the Environmental and Natural Resources Fund.

Timing Difference

Liabilities Budgeted in Subsequent Years: On a budgetary basis, the primary government does not accrue
liabilities for which there is no existing appropriation or no currently available appropriation. The adjustments
made to account for these liabilities in accordance with GAAP caused decreases of $4.1 billion in the General
Fund, $1 million in the Federal Fund, $465 million in the Transportation Fund, and $87 million in the
Environmental and Natural Resources Fund. The large decrease in the General Fund primarily consists of
$1.9 billion for medical assistance, $1.1 billion for June 2016 payroll that was deferred to July 2016,
$627 million for pension contributions, and $285 million for workers’ compensation claims.
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Nonmajor Governmental Funds

Nonmajor governmental funds account for the State’s activities that do not meet the criteria of a
major governmental fund. Following are brief descriptions of nonmajor governmental funds.

Special revenue funds account for the proceeds of specific revenue sources, other than debt service or
capital projects, that are restricted, committed, or assigned to expenditures for specific purposes.

The Business and Professions Regulatory and Licensing Fund accounts for fees and other
revenues charged for regulating and licensing specific industries, professions, and vocations.

The Financing for Local Governments and the Public Fund accounts for taxes, fees, bond
proceeds, and other revenues used to finance the construction and maintenance of parks, jails, and
other public and local government programs.

The Cigarette and Tobacco Tax Fund accounts for a surtax on cigarette and tobacco products that
is used for various health programs.

The Local Revenue and Public Safety Fund accounts for vehicle license fees and a 1.5625%
state sales tax dedicated to local governments for realigning costs from the State to local
governments, and a 0.5% state sales tax dedicated to local governments to fund public safety
programs.

The Health Care Related Programs Fund accounts for fees, taxes, bond proceeds, transfers from
other state funds, and other revenues used for the Medi-Cal program, medical research, and other
health and human services programs.

The Trial Courts Fund accounts for the various fees collected by the courts, maintenance-of-
effort payments from the counties, transfers in from the General Fund, and trial court operating
Ccosts.

The Golden State Tobacco Securitization Corporation Fund is a blended component unit that
accounts for the receipt of Tobacco Revenue Settlements pledged for the payment of debt service.

Other special revenue programs funds account for all other proceeds of revenue sources, other
than debt service or capital projects, that are restricted or committed to expenditures for specific
purposes.

Debt service funds account for and report financial resources that are restricted, committed, or
assigned for the payment of principal and interest on general long-term obligations.

The Economic Recovery Bond Sinking Fund accounts for General Fund transfers, proceeds from
the sale of surplus property, and the 0.25% sales and use tax revenue collected for the payment of
principal, interest, and other related costs of the Economic Recovery Bonds. In August 2015, the
outstanding Economic Recovery Bonds were defeased and all excess revenue remaining in this
fund was transferred to the Financing for Local Governments and the Public Fund.

(continued)
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(continued)

The Transportation Debt Service Fund accounts for Transportation Fund transfers used for the
payment of principal and interest related to various transportation-related general obligation bonds.

Capital projects funds account for and report financial resources that are restricted, committed, or
assigned to expenditure for capital outlays, including the acquisition or construction of capital facilities
and other capital assets.

The Higher Education Construction Fund accounts for bond proceeds used to construct state
colleges and universities.

The Hospital Construction Fund accounts for bond proceeds used to construct hospitals.

The Local Government Construction Fund accounts for bond proceeds used to construct
schools, libraries, and other major capital facilities for local governments.

Building authorities are blended component units created by joint-powers agreements between
local governments and the State or other local governments for the purpose of financing the
construction of state buildings. The funds account for bond proceeds used to finance and construct
state buildings and parking facilities.

Other capital projects funds account for transactions related to resources that are restricted,
committed, or assigned to expenditure for capital outlays, including the acquisition or construction
of capital facilities and other capital assets.
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Combining Balance Sheet
Nonmajor Governmental Funds

June 30, 2016

(amounts in thousands)

ASSETS

Cash and pooled INVESTIMENLS ..........cccevieririieeceeee e

Investments .........

Receivables (net)

Due from other fUNAS ........cooveiiieiicecce e
Due from other QOVEINMENLS ........cccovrvrieririiciirsieeseee e
Interfund reCeivabIes .........ccoceiiiiieieccce s

Loans receivable

Other assets .........
Total assets ......

LIABILITIES
Accounts payable

Due t0 Other FUNAS ........cveiiicicc e
Due to COMPONENE UNITS ...t
Due to Other QOVEIMMENLS ........cccvriiveiiiririeiiseeesseee e
Interfund Payables ...........coceiiiiiiiiic
Revenues received in adVance ...........coovveinieiniseeneceeee

Deposits ..............
Other liabilities ...

Total liabilities

DEFERRED INFLOWS OF RESOURCES ..........coeceveeveiieeee
Total liabilities and deferred inflows of resources ...............
FUND BALANCES

Nonspendable .....

Restricted ............
Committed ..........

Assigned .............

Total fund balancCes ..........cccveevvieiiecececec e

Total liabilites, deferred inflows of resources,
and fuNd DAlANCES .........ccvevviiiice e

188

Special Revenue

Business and
Professions
Regulatory

and Licensing

Financing
for Local
Governments
and the Public

Cigarette
and
Tobacco Tax

1,335,354  $ 1,153,682 465,288
80,970 18,280 240,551
50,617 487,035 54,449
10,332 551 —

203,186 180,660 —
108,693 2,543,668 —
15 — —

1,789,167 $ 4,383,876 760,288
60,940 $ 245,319 10,797
21,798 9,238 7,440

— — 31,345

380 242,326 10,059
20,505 — —
39,953 2,825 —
35,008 977 —
178,584 500,685 59,641
— — 176,527
178,584 500,685 236,168
853,096 3,608,751 524,120
757,487 274,440 —
1,610,583 3,883,191 524,120
1,789,167 $ 4,383,876 760,288




Nonmajor Governmental Funds

Special Revenue

Golden State Other Total
Local Health Tobacco Special Nonmajor
Revenue and Care Related Trial Securitization Revenue Special
Public Safety Programs Courts Corporation Programs Revenue
$ 3,610,114  $ 1,525,586 1,387,472 $ 396,620 2,057,402 11,931,518
— — 287,432 151,596 — 439,028
45,813 2,610,752 260,359 200,639 233,595 3,690,959
41,649 81,247 1,552 — 395,376 1,111,925
— 802,485 29,429 — 63,117 905,914
— — 90,000 — 327,400 801,246
— 32,156 — — 65,670 2,750,187
— — 11,145 — — 11,160
$ 3,697,576 $ 5,052,226 2,067,389 $ 748,855 3,142,560 21,641,937
$ 15792  $ 82,655 241309 $ 23 189,557 846,392
24,159 4,267,574 24,460 — 60,991 4,415,660
— — — — 976 32,321
3,429,959 12,160 127,581 — 374,405 4,196,870
— — — — 3,470 23,975
— 15,465 12,003 — 42,933 113,179
— — 440,499 — 20,593 461,092
— 34 87,576 — 22,049 145,644
3,469,910 4,377,888 933,428 23 714,974 10,235,133
— — — — 5,957 182,484
3,469,910 4,377,888 933,428 23 720,931 10,417,617
— — 11,188 — — 11,188
170,190 552,932 994,351 748,832 2,155,380 9,607,652
57,476 121,406 113,800 — 266,249 1,590,858
— — 14,622 — — 14,622
227,666 674,338 1,133,961 748,832 2,421,629 11,224,320
$ 3,697,576 $ 5,052,226 2,067,389 % 748,855 3,142,560 21,641,937

(continued)
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Combining Balance Sheet (continued)
Nonmajor Governmental Funds

June 30, 2016

(amounts in thousands)

ASSETS
Cash and pooled INVESIMENLS .........c.ccoiiireirieeee e

Investments
Receivables (net)

Due from other funds ...
Due from other QOVEIMMENTS ........c.covviriiiiiiniireiiiseee e

Interfund receivables
Loans receivable
Other assets

Total assets ...............

LIABILITIES
Accounts payable .........

Due to other funds

Due to component units
Due to Other QOVEIMMENTS ........ceiiriiiiiiiiisieicisee e

Interfund payables

Revenues received iN adVANCE .........ccciveceeiirecieece et

Deposits
Other liabilities
Total liabilities

DEFERRED INFLOWS OF RESOURCES .........ocovvieeeeeeee e,
Total liabilities and deferred inflows of resources ...........ccceeveeveenen.
FUND BALANCES

Nonspendable
Restricted
Committed
Assigned

Total fund balances .

190

Total liabilites, deferred inflows of resources,

and fund balances

Debt Service

Economic Total
Recovery Transportation Nonmajor
Bond Debt Debt
Sinking Service Service
N — —
Y — —
N — —
— % — —




Nonmajor Governmental Funds

Capital Projects

Total
Higher Local Other Nonmajor Total
Education Hospital Government Building Capital Capital Nonmajor
Construction Construction Construction Authorities Projects Projects Governmental
$ 176,432  $ 52,817 % 29875 $ 25,425 112,614 % 397,163 $ 12,328,681
— — — — — — 439,028
— — — — 42 42 3,691,001
252 81 107 19,397 8,651 28,488 1,140,413
— — 3,891 — — 3,891 909,805
— — — — — — 801,246
— — — — — — 2,750,187
— — — — — — 11,160
$ 176,684 $ 52,898 $ 33873  $ 44,822 121,307 $ 429,584 $ 22,071,521
$ 91 % 21 % — 3 — 1482 % 1594 % 847,986
394 — 962 — 2,301 3,657 4,419,317
— — — — — — 32,321
— — — — — — 4,196,870
— — — — — — 23,975
— — — — — — 113,179
— — — — — — 461,092
— — — 81 — 81 145,725
485 21 962 81 3,783 5,332 10,240,465
— — — — — — 182,484
485 21 962 81 3,783 5,332 10,422,949
— — — — — — 11,188
176,199 52,877 32,911 44,741 94,962 401,690 10,009,342
— — — — 22,562 22,562 1,613,420
— — — — — — 14,622
176,199 52,877 32,911 44,741 117,524 424,252 11,648,572
$ 176,684 $ 52,898 $ 33873 §$ 44,822 121,307 $ 429,584 $ 22,071,521

(concluded)
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Combining Statement of Revenues, Expenditures,
and Changes in Fund Balances
Nonmajor Governmental Funds

Special Revenue

Year Ended June 30, 2016

(amounts in thousands) Business and Financing
Professions for Local Cigarette
Regulatory Governments and
and Licensing and the Public Tobacco Tax
REVENUES
Personal income taxes ...... $ — 3 1,423508 $ —
Sales and use taxes ............... — — —
Motor vehicle excise taxes 38,883 61,775 —
INSUFANCE TAXES ..vvevevereeerieesiesteestiesieesie et teesee e ee e enee e e e nneees — — —
(@] 13 T=T g - VLSS 35,783 650,739 746,428
INtErgoverNMENLAl ........coovvveeeieeec e s — — —
Licenses and PErmMItS ........coeereirerieeieeeee e 417,677 18,057 188
Charges fOr SEIVICES ......coiireiiieieieeeiee e 42,061 2,679 —
FBES ettt 1,042,567 619 24
PENAITIES ...t 52,548 9,674 —
Investment and INTEIESE .......cueeeeeriiiiecei e 36,139 4,307 1,805
ESCREAL ... e 13 — —
L ] 13T PRSP 16,880 52,087 156
Total revenues 1,682,551 2,223,445 748,601
EXPENDITURES
Current:
General GQOVEIMMENT ......c.coviviiiiiiiieesee e 595,436 654,344 17,883
EAUCALION ..ot 20,573 266,841 39,652
Health and human Services .........ccocoveirinnciinnieienece e 399,834 1,505,731 457,157
Natural resources and environmental protection ..............c......... 53,977 100,166 9,166
Business, consumer services, and housing ...........ccccoceveviernanns 565,003 277,710 —
TranSPOIAtiON ......c.cviviiiiiieece e 8,264 — —
Corrections and rehabilitation .............ccocevervnviiinieinee — 125,097 —
Capital OULIAY .....c.cveveiciccee e — — —
Debt service:
Bond and commercial paper retirement ............ccccooeveveiierienenn. — 128,480 —
Interest and fiscal Charges ...........ccocevvveieiivicieie e — 104 —
Total eXPENdIUIES .......cooiiiiiiirc s 1,643,087 3,058,473 523,858
Excess (deficiency) of revenues over (under) expenditures .... 39,464 (835,028) 224,743
OTHER FINANCING SOURCES (USES)
General obligation bonds and commercial paper issued ................ — 375,860 —
Refunding debt issued ............cccocve.... — 1,115 —
Payment to refund long-term debt — (1,280) —
Premium on bonds issued — 9,888 —
TrANSTES 1N 1o 3,700 874,645 —
TraNSTErS QUL ...vvvivicicice e (16,572) (19,508) (15,984)
Total other financing SOUICES (USES) ......cevvevrvereeerrerinienienens (12,872) 1,240,720 (15,984)
Net change in fund balances ... 26,592 405,692 208,759
Fund balances — beginning ..........ccccooeiiiiiiniiiiceeceee 1,583,991 3,477,499 315,361
Fund balances — ending $ 1,610,583 $ 3,883,191 $ 524,120

* Restated
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Special Revenue

Golden State Other Total
Local Health Tobacco Special Nonmajor
Revenue and Care Related Trial Securitization Revenue Special

Public Safety Programs Courts Corporation Programs Revenue
— 3 — 3 — 3 — 3 — 3 1,423,508
13,834,322 — — — — 13,834,322
— — — — — 100,658
— 1,634,781 — — — 1,634,781
— — — — 377 1,433,327
— 2,154,318 819,283 — — 2,973,601
2,422,408 — — — 11,241 2,869,571
— 91 60,072 — 163,998 268,901
— 4,863,375 537,691 — 1,541,504 7,985,780
— 7,099 415,434 — 235,263 720,018
4,355 5,768 5,226 3,740 8,462 69,802
— — 434 — — 447
— 289,696 155,032 361,560 367,152 1,242,563
16,261,085 8,955,128 1,993,172 365,300 2,327,997 34,557,279
5,148,048 209 3,214,364 586 1,171,838 10,802,708
— 193,538 — — 5,866 526,470
9,598,400 9,007,895 — — 705,217 21,674,234
— 237 — — 53,020 216,566
— — 103 — 24,730 867,546
— — — — 1,140 9,404
1,331,696 — — — 22,549 1,479,342
— 166,265 — 70,535 — 365,280
— 158 — 299,935 — 300,197
16,078,144 9,368,302 3,214,467 371,056 1,984,360 36,241,747
182,941 (413,174) (1,221,295) (5,756) 343,637 (1,684,468)
— 373,265 — — — 749,125
— — — — — 1,115
— — — — — (1,280)
— 158 — — — 10,046
2,626 142,309 1,242,688 — 26,563 2,292,531
— — — — (44,382) (96,446)
2,626 515,732 1,242,688 — (17,819) 2,955,091
185,567 102,558 21,393 (5,756) 325,818 1,270,623
42,099 571,780 * 1,112,568 754,588 2,095,811 9,953,697
227,666 $ 674,338  $ 1,133,961 $ 748,832 $ 2421629 $ 11,224,320

(continued)
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Combining Statement of Revenues, Expenditures,
and Changes in Fund Balances (continued)
Nonmajor Governmental Funds

Debt Service

Year Ended June 30, 2016

(amounts in thousands) Economic Total
Recovery Transportation Nonmajor
Bond Debt Debt
Sinking Service Service
REVENUES
Personal income taxes ...... $ — 3 — —
Sales and use taxes ............... — — —
Motor vehicle excise taxes — — —
INSUFANCE TAXES ..vevvvereeeieeerieeiee e stee e et e e et e e e ee e reesneesneesraenseeseeeneeenenans — — —
OhEI TAXES ..vvvevieieie ettt sttt et e e steere e ereereennens — — —
INTErgOVEINMENTAL .......cvieiiceeiiice e — — —
LiCenSes and PEIMITS ......covouiiiiirieieeceieeee e — — —
Charges fOF SEIVICES .....c.eiuiiiiirieieiicieee et — — —
BB oottt ne s — — —
PENAILIES ... — — —
INVESTMENT AN INTEIESE .....vcvveieieic e 144 — 144
ESCREAL ...t — — —
335 — 335
479 — 479
EXPENDITURES
Current:
General GQOVEIMMENT .......cviiieiiieee et — — —
EAUCALION ..ot — — —
Health and human SErVICES ..........cccviiiiiiieiicecce e — — —
Natural resources and environmental protection ...........ccccoceevevirreinene — — —
Business, consumer services, and hOUSING .......ccooovrveeireneeienineseeeeeees — — —
TrANSPOITALION ©..vvveiiiieieie ettt — — —
Corrections and rehabilitation .............cccccoeeeiiiiiciicccce e — — —
Capital OULIAY ....oveeieieece e — — —
Debt service:
Bond and commercial paper retirement ...........ccooveerineeiennseeneneeenes 929,735 355,985 1,285,720
Interest and fisCal Charges .........ooveiiirriiincee e 67,527 755,268 822,795
Total eXPENAITUIES ....c.ooviiiiiiieiec et 997,262 1,111,253 2,108,515
Excess (deficiency) of revenues over (under) expenditures .................. (996,783) (1,111,253) (2,108,036)
OTHER FINANCING SOURCES (USES)
General obligation bonds and commercial paper iSsued ............cccecerveeerenn, — — —
Refunding debt iSSUET ...........ceiiiirieiiseeee s — — —
Payment to refund long-term debt ...........ccoeiiiiiiiince e — — —
Premium on bonds iSSUEM .........ocvevieiiiiiiiiieceeeee s — — —
L1015 (= £ L OO — 1,111,253 1,111,253
TFANSTEIS QUL ...t (2,619) — (2,619)
Total other financing SOUICES (USES) .....eoveerveriererieieienieesieeeieseereeeenes (2,619) 1,111,253 1,108,634
Net change in fund DalanCes ...........cooeiieiiineiie e (999,402) — (999,402)
Fund balances — Beginning ... 999,402 — 999,402
Fund balances — ENAING .......cccoeviereiiiicieee e $ — 3 — —

* Restated

194



Nonmajor Governmental Funds

Capital Projects

Total
Higher Local Other Nonmajor Total
Education Hospital Government Building Capital Capital Nonmajor
Construction Construction Construction Authorities Projects Projects Governmental
— 3 — 3 — 3 — 3 — —  $ 1,423,508
— — — — — — 13,834,322
— — — — — — 100,658
— — — — — — 1,634,781
— — — — — — 1,433,327
— — — — — — 2,973,601
— — — — 1,069 1,069 2,870,640
— — — — 55 55 268,956
— — — — — — 7,985,780
— — — — — — 720,018
872 296 2,835 45 67 4,115 74,061
— — — — — — 447
— — — — 14,259 14,259 1,257,157
872 296 2,835 45 15,450 19,498 34,577,256
— 38,410 — — — 38,410 10,841,118
— — 350,521 — — 350,521 876,991
— — — — — — 21,674,234
— — — — 4,148 4,148 220,714
— — — — — — 867,546
— — — — — — 9,404
— — — — — — 1,479,342
49,575 442 6,657 — 49,756 106,430 106,430
181,055 12,550 1,106,375 19,815 2,435 1,322,230 2,973,230
9,133 913 38,689 14,502 6 63,243 1,186,235
239,763 52,315 1,502,242 34,317 56,345 1,884,982 40,235,244
(238,891) (52,019) (1,499,407) (34,272) (40,895) (1,865,484) (5,657,988)
6,880 11,450 405,455 — 4,085 427,870 1,176,995
775,315 67,210 3,115,845 162,500 450 4,121,320 4,122,435
(698,729) (76,847) (2,568,330) (205,980) (482) (3,550,368) (3,551,648)
107,527 11,825 450,559 19,992 338 590,241 600,287
— — — 48,677 60,525 109,202 3,512,986
— — (843) — — (843) (99,908)
190,993 13,638 1,402,686 25,189 64,916 1,697,422 5,761,147
(47,898) (38,381) (96,721) (9,083) 24,021 (168,062) 103,159
224,097 91,258 129,632 53,824 * 93,503 592,314 11,545,413
176,199 3 52,877 $ 32911 % 44741 $ 117,524 424252 $ 11,648,572

(concluded)
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Budgetary Comparison Schedule
Budgetary Basis
Nonmajor Governmental Funds'

Year Ended June 30, 2016

(amounts in thousands) Budgeted Actual Variance with
Amounts Amounts Final Budget
REVENUES
Cigarette and t0DACCO tAXES .....oveveveiiiiieerieee e $ 480,212  $ 480,212 % —
VEhICIE TICENSE TEES ...ttt 1,883,513 1,883,513 —
Personal INCOME TAX ......oiveiiieiriicei ettt sae e 1,423,508 1,423,508 —
Retail Sales and USE TAXES .......ccveeeieieierieiieire sttt 13,834,408 13,834,408 —
Other major taxes and licenses 1,647,881 1,647,881 —
OtNEI TEVENUES ...ttt ettt ettt ettt ebe e teeeteesaeaee s 10,622,509 10,622,509 —
TOTAl FEVENUES ....vcvviieiie e 29,892,031 29,892,031 —
EXPENDITURES
Business, consumer services, and NOUSING .........cccveerrreeneienc e 775,209 712,354 (62,855)
TransSPOrtation ..........ccoveeeeereieeeneese e 1,060,705 1,060,309 (396)
Natural resources and environmental protection .............ccoceeevvercieicnenne. 248,110 223,730 (24,380)
Health and hUmMan SEIVICES ..........ooviviiiieiciee e 21,712,662 21,485,725 (226,937)
Corrections and rehabilitation .........cc.cccoveiieieiie e 32,917 23,894 (9,023)
EAUCALION ©.veiiiie ittt 548,033 540,683 (7,350)
General government:
TaX TEIET (.o 798,776 798,776 —
Other general QOVEINMENT .........ooviiiiieieiee e 9,201,732 8,719,209 (482,523)
Total eXPENAITUIES ....ooveiieiieice e 34,378,144 33,564,680 (813,464)
OTHER FINANCING SOURCES (USES)
Transfers from other fUNAS ...........ooviveiiee e — 25,869,653 —
Transfers to 0ther fUNAS .........cooviiei e — (23,110,739) —
Other additions and dedUCLIONS ...........c.covviiiiiiiiiecie e — 726,878 —
Total other finanNCing SOUICES (USES) ....cvevererueeeienieiesieieie e — 3,485,792 —
Excess of revenues and other sources over
expenditures and OthEr USES ...........coieerrireise e — (186,857) —
Fund balances — Beginning ..o — 11,997,297 —
Fund balances — eNAING ........cccccvviiereriiees e $ — $ 11,810440 $ —

1 On a budgetary basis, the State’s funds are classified as either governmental cost funds or nongovernmental cost funds. The
governmental cost funds include the General Fund, most of the funds that comprise the Transportation Fund and the Environmental
and Natural Resources Fund, and many other funds that make up the nonmajor governmental funds reported in these financial
statements. Governmental cost funds derive their revenue from taxes, licenses, and fees that support the general operations of the
State. The appropriations of the budgetary basis governmental cost funds form the annual appropriated budget of the State.
Nongovernmental cost funds consist of funds that derive their receipts from sources other than general and special taxes, licenses,
fees, or state revenues and mainly represent the proprietary and fiduciary funds reported in these financial statements. Expenditures
of these funds do not represent a cost of government and most of the nongovernmental cost funds are not included in the annual
appropriated budget. Therefore, the expenditures of these funds are not included in this schedule. The Federal Fund is one
nongovernmental cost fund that is included in the annual appropriated budget. The Budgetary Comparison Schedule for the General
Fund, Federal Fund, Transportation Fund, and Environmental and Natural Resources Fund is included in the Required
Supplementary Information section; the remaining governmental cost funds are reflected in this schedule. Additional information on
the budgetary basis of accounting can be found in the Management’s Discussion and Analysis, Note 2 — Budgetary and Legal
Compliance, notes to the Required Supplementary Information, and in the separately issued Comprehensive Annual Financial
Report Supplement.
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Internal Service Funds

Internal service funds account for state activities that provide goods and services to other state
departments or agencies on a cost reimbursement basis. Following are brief descriptions of the internal
service funds.

The Public Buildings Construction Fund accounts for rental charges from the lease of public
assets and the related lease-purchase revenue bonds.

The Architecture Revolving Fund accounts for charges for the costs of architectural services,
construction, and improvements.

The Service Revolving Fund accounts for charges for printing and procurement services rendered
by the Department of General Services for state departments and other public entities.

The Prison Industries Fund accounts for charges for goods produced by inmates in state prisons
that are sold to state departments and other governmental entities.

The Financial Information Systems Fund accounts for charges for the development and
subsequent use of the State's new financial information system.

The Technology Services Revolving Fund accounts for charges for technology services
performed for various state, federal, and local government entities by the California Technology
Agency.

The Water Resources Revolving Fund accounts for charges for administrative services related to
water delivery provided by the Department of Water Resources to federal, state, and local
government agencies.

Other internal service program funds account for all other goods and services provided to other
agencies, departments, or governments on a cost-reimbursement basis.
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Combining Statement of Net Position
Internal Service Funds

June 30, 2016

(amounts in thousands)

Public
Buildings Architecture
Construction Revolving
ASSETS
Current assets:
Cash and pooled INVESTMENTS ........c.c.ciiiiieiieieeee et ena, $ — 3 398,815
Restricted assets:

Cash and Po0Ied INVESIMENLS ..........ciiiiieiiieiiteiee ettt e e 1,358,022 —
Net investment in direct financing leases ............c.c.c.c.c..... 453,875 —
Receivables (Net) .......ccocoovvrviiiiiinieies — 30
Due from other funds .........ccccoeeveeeee. e r s 219,094 18,727
Due from Other GOVEIMMENTS ........oiuiiiiie ettt eean — —
PrEPAI ITEMS ...ttt b et s et et e st et e st et et ene e eneene e — 46,133
INVENTOTIES ...ttt ettt ettt b e e b e e a e st et e b et e st e st e sbe st e ebaesaeseessensenenneatenneas — —

0] = I U T a A Y] £SO 2,030,991 463,705

Noncurrent assets:
Restricted assets:

Cash and pooIed INVESIMENTS .........ceiiiiieiiieee et 204,388 —
Net investment in direct finANCING [BASES ........c.ciiviiriiiiiiie e 7,267,038 —
Interfund receivables ............cccoveiveiiiiiiiienns — —
Long-term prepaid charges 1,373 —
Capital assets:

I 100 SOOI — —

Buildings and other depreciable property ............ — 317

Intangible assets — amortizable .............c.cccovneee. — —

Less: accumulated depreciation/amortization — (317)

Construction/developmeNt IN PrOGIESS ......ccvieiiirieieiiei ettt sreseenens 893,929 —

TOLAl NONCUITENT ASSELS .....uvieiieiie ittt ettt et e et e e ea e et e s s b e s eab e e sabessbaeesrbessabessbeeaas 8,366,728 —

B 0] r= 1 T £ 10,397,719 463,705
DEFERRED OUTFLOWS OF RESOURCES ......coccoiiiiieirisie e 49,488 6,017
Total assets and deferred outflows Of FESOUICES .........c.covvvvecvieiiiice e, $ 10,447,207 $ 469,722
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Internal Service Funds

Other
Financial Technology Water Internal
Service Prison Information Services Resources Service
Revolving Industries Systems Revolving Revolving Programs Total
$ 123,856 $ 215,906 $ 47841 % 63,129 3 11,208 % 394,785 $ 1,255,540
— — — — — — 1,358,022
— — — — — — 453,875
1,073 1,148 20 7,143 27,173 54,693 91,280
43,551 600 — 39,711 63,766 129,699 515,148
1,048 184 — 619 — 10,980 12,831
125,125 351 6,496 1,054 9,354 953 189,466
8,275 39,150 — 28,845 838 — 77,108
302,928 257,339 54,357 140,501 112,339 591,110 3,953,270
— — — — — — 204,388
— — — — — — 7,267,038
— — — — — 25,363 25,363
— — — — — — 1,373
— — — — — 2,082 2,082
154,318 174,451 2,646 222,473 38,235 11,273 603,713
10,237 3,672 1,913 47,265 2,449 113 65,649
(107,185) (127,234) (1,781) (199,245) (40,684) (7,844) (484,290)
— 1,838 217,530 2,753 — 97 1,116,147
57,370 52,727 220,308 73,246 — 31,084 8,801,463
360,298 310,066 274,665 213,747 112,339 622,194 12,754,733
56,361 13,896 4,778 23,228 — 38,075 191,843

$ 416,659 $ 323962 $ 279,443  $ 236975 $ 112,339  $ 660,269 $ 12,946,576

(continued)
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Combining Statement of Net Position (continued)
Internal Service Funds

June 30, 2016

(amounts in thousands)

Public
Buildings Architecture
Construction Revolving
LIABILITIES
Current liabilities:
ACCOUNES PAYADIE ...vevieiiiiiii et $ 79,742 % 12,524
(D01 (ol 0] {4 L= g 1T LSRR 16,176 5,567
DUE 10 OthEr GOVEIMIMENTS .......euiiiiiiiiiite ettt ettt b e sn e 59,536 —
ReVENUES FECEIVEA TN AUVANCE ......oeiieeieieiie ettt ettt et e st e st e e s st e s st e e s ta e s saae e saeaesrees — 443,780
DIBPOSITS ...ttt — —
Contracts and NOLES PAYADIE ........c.ovriiiciiice — —
INTEIESE PAYADIE ... 109,738 —
Current portion of long-term 0bligations ..o 544,004 —
OLNEI HADTITIES ...ttt 33,497 76
Total CUITENE TIADTIILIES .....veivieie ettt et s st e s e ers 842,693 461,947
Noncurrent liabilities:
INEErTUNG PAYADIES ...ttt — 494
Compensated abSENCES PAYADIE .........ooiiiiiieiee e — 8,625
Workers” compensation benefits payable ... — 1,236
Revenue DoNds PAYADIE ..........cviiiii s 9,473,620 —
Net other postemployment benefits 0bligation ............ococoviiiiiiiicin e — 16,643
Net PENSION TADIIILY ... — 3,576
Other NONCUITENE HADTTTIES .....o.viveieiiiicic e — —
Total NONCUITeNt IADITITIES .......oveviiece s 9,473,620 30,574
TOLAL THADTIEIES ...ttt sttt et et st e et e et e s e s enaeeres 10,316,313 492 521
DEFERRED INFLOWS OF RESOURCES ......cccoooiiiiiieesee e — 78
Total liabilities and deferred inflows of reSOUICES .........cccvevveieiiiiiiii e 10,316,313 492,599
NET POSITION
Net iNVestMent in CaPItal BSSELS .......c.civririiiiisiee e — —
Restricted — expendable:
(00T a1 (11T £ o) FP TP 130,894 —
Total XPENAANDIE ... 130,894 —
UNFESITICIEA ..ttt a bt e et e st e e e bt ebe st e e be s eresbens, — (22,877)
Total net PoSition (AEfiCITS) .....oiiirieiiisee e, 130,894 (22,877)
Total liabilites and NEt POSITION ......c.ceveieiiiiieieiiiee e, $ 10,447,207 $ 469,722
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Internal Service Funds

Other
Financial Technology Water Internal
Service Prison Information Services Resources Service
Revolving Industries Systems Revolving Revolving Programs Total
$ 56,228 $ 10,499 $ 36,714  $ 16,006 $ 15,801 % 204,272 $ 431,786
37,706 2,255 2,686 642 1,437 39,612 106,081
— — 49 23 5 405 60,018
30,504 270 — — 88 — 474,642
1,147 — — — — — 1,147
1,595 — — 6,086 1,098 — 8,779
— — — — — — 109,738
— 2,727 910 — — — 547,641
— 1,750 — — 492 2,876 38,691
127,180 17,501 40,359 22,757 18,921 247,165 1,778,523
8,246 — 37,650 2,583 95,047 86 144,106
67,824 9,859 4,521 43,563 — 26,042 160,434
22,553 17,358 — 1,049 — — 42,196
— — — — — — 9,473,620
294,491 62,649 — 97,134 — 125,864 596,781
527,152 39,717 31,909 249,761 — 309,986 1,162,101
— — — 17,146 3,672 — 20,818
920,266 129,583 74,080 411,236 98,719 461,978 11,600,056
1,047,446 147,084 114,439 433,993 117,640 709,143 13,378,579
11,460 1,080 697 5,454 — 6,730 25,499
1,058,906 148,164 115,136 439,447 117,640 715,873 13,404,078
57,370 52,727 220,308 47,261 — 5,721 383,387
— — — — — — 130,894
— — — — — — 130,894
(699,617) 123,071 (56,001) (249,733) (5,301) (61,325) (971,783)
(642,247) 175,798 164,307 (202,472) (5,301) (55,604) (457,502)

$ 416,659 $ 323962 $ 279,443  $ 236975 $ 112,339  $ 660,269 $ 12,946,576

(concluded)
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Combining Statement of Revenues,
Expenses, and Changes in Fund Net Position
Internal Service Funds

Year Ended June 30, 2016

(amounts in thousands)

OPERATING REVENUES

SEIVICES QNG SAIES ...uveiivieieecie ettt ettt ettt et e et e et e e te et e sateenseabeesseesbeesreesbeeireens
INVESEMENT AN INTEIEST ....vieviiiecie ettt et e e e e e saeesteesreeeteesaeateeee e

Total OPErating FEVENUES ......ccoieieieirieieieiiei ettt sttt st e bt sneneas

OPERATING EXPENSES

PEISONAL SEIVICES ...ttt bbbt
SUPPLIES ettt bbbttt bttt ettt
SEIVICES AN CHAIGES ..vveviiieiieiete ettt sttt bbb s ettt esnens
DEPIECIALION ..ttt ettt ettt et ettt e b st bbb e st ne et e e be e ens
INEETEST EXPENSE .ttt ittt bbbttt
Amortization of long-term prepaid Charges ..........ccocevviirieieiiii e

Total OPErating EXPEMNSES .....cuiiveiiuiieieiteeete ettt sttt sttt b et e bttt en et b e i
Operating iNCOME (I0SS) .....cvvrvreieiiiriree et

NONOPERATING REVENUES (EXPENSES)

Investment and INEIrESE INCOME ......ccveiiviiriiie ettt ra e s ereesreeee s

Total nonoperating reVENUES (EXPENSES) ....cuviveveriiririeieierisieseasesiesesieesseseesessesessessesessesens
Income (10SS) DETOre trANSTEIS ........oviiiieiieee s

Capital CONTIIBULIONS ... s
Gain on early extinguishment of debt ...
TRANSTEIS TN <.ttt ettt b ettt b st et e e st et e st et et e st et eneeaea
TFANSTEIS QUL ...ttt ettt b st et e st et ne et e e e st nteneenen

Change iN NEL POSITION .....c.viuiiiiiiieici ettt esr e
Total net position (deficit) — BegINNING ..o e
Total net position (defiCit) — eNAING ....ccooeiiiii e

* Restated
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Public
Buildings Architecture
Construction Revolving
— 3 182,332
8,991 —
404,816 —
413,807 182,332
— 29,478
6,455 147,270
452,796 —
3,608 —
462,859 176,748
(49,052) 5,584
(2,270) —
(2,270) —
(51,322) 5,584
40,516 —
(10,806) 5,584
141,700 (28,461)
130,894 $ (22,877)




Internal Service Funds

Other
Financial Technology Water Internal
Service Prison Information Services Resources Service
Revolving Industries Systems Revolving Revolving Programs Total

$ 635612 $ 253821 $ 103,715 $ 357,013 % 447,041  $ 916,505 $ 2,896,039

— — — 267 — — 9,258
— — — — — — 404,816
635,612 253,821 103,715 357,280 447,041 916,505 3,310,113
252,161 81,269 22,601 211,054 — 278,477 875,130
— 4,601 — — 5,389 232 10,222
298,592 164,456 16,851 179,592 440,607 710,404 1,964,227
10,962 6,813 262 26,950 5,734 137 50,858
— — — 256 — — 453,052

— — — — — — 3,608
561,715 257,139 39,804 417,852 451,730 989,250 3,357,097
73,897 (3,318) 63,911 (60,572) (4,689) (72,745) (46,984)
— 445 — — — 413 858

— (18) — — — — (18)

— 134 — (2,943) — — (5,079)

— 561 — (2,943) — 413 (4,239)
73,897 (2,757) 63,911 (63,515) (4,689) (72,332) (51,223)
— 375 — — — — 375

— — — — — — 40,516

_ _ _ — — 1,459 1,459
(38,634) — — — — (17,907) (56,541)
35,263 (2,382) 63,911 (63,515) (4,689) (88,780) (65,414)
(677,510) 178,180 100,396 (138,957) (612) 33,176 * (392,088)
$  (642,247) $ 175,798 $ 164,307 $  (202472) $ (5301) $ (55,604) $  (457,502)
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Combining Statement of Cash Flows
Internal Service Funds

Year Ended June 30, 2016

(amounts in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES
RECEIPLS FrOM CUSTOMENS ...t
Receipts from interfund Services provided ...
PaYMENTS t0 SUPPIIETS ...
PaymMENts t0 EMPIOYEES ......oviviiiiieeice et
Claims paid to other than eMPIOYEES .........coiiiiiiei e
Other reCeiptS (PAYMENTS) ...veuvrvrereriireeieiresr ettt

Net cash provided by (used in) operating activities .........c.cccovevviieriiiiineie e

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Changes in interfund receivables and 10ans receivable ...,
Changes in interfund payables and [0ans payable ...
INEEIESE PRI ...ttt ettt ettt b s e be e e be b e et et ereenens
TTANSTEIS 1N 1ottt
TTANSTEIS QUL ...ttt

Net cash provided by (used in) noncapital financing activities ............cc.ccoceovveineinnnne

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
ACQUISItION OF CAPITAL ASSELS ......eeviveiitiiee e e
Proceeds from sale of Capital @SSELS .........cooiiriiiiiiiie e
Proceeds from reVenUE DONGS .........ccvoiiiiiiiiiiei e
Retirement of revenue bonds

Net cash used in capital and related financing activities ...........c.ccocooveriiensiieincin,

CASH FLOWS FROM INVESTING ACTIVITIES
Earnings 0N INVESIMENTS ......c.oiuiiiiiiiiieecie ettt st b et esesnens
Net cash provided by (used in) iNvesting aCtiVities ...........ccccooeoiireiieieescce e

Net increase (decrease) in cash and pooled INVESIMENLS ...........cccoviviiveiiiiieiicceeea
Cash and pooled investments — DEJINNING .........oviiiiiiice s
Cash and pooled iNVEStMENTS — ENAING ....c.ooviviriiiiiiciee e
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Public
Buildings Architecture
Construction Revolving
25,043 % —
869,339 334,330
(491) (189,129)
— (29,873)
(522,848) 2
371,043 115,330
— (1,037)
— (1,037)
(1,168,785) —
958,237 —
(1,243,020) —
(1,453,568) —
(1,082,525) 114,293
2,644,935 284,522

1562410 $

398,815




Internal Service Funds

Other
Financial Technology Water Internal
Service Prison Information Services Resources Service
Revolving Industries Systems Revolving Revolving Programs Total

— 3 6,567 $ — 3 — 3 — 3 — 31,610
596,098 247,994 103,268 355,615 440,410 798,657 3,745,711
(292,853) (168,112) — (169,801) (6,190) (687,220) (1,513,796)
(233,940) (72,216) (17,421) (151,722) — (202,779) (707,951)
_ — — — (440,607) — (440,607)

1,893 833 49 (6,791) 4,673 1,288 (520,901)
71,198 15,066 85,896 27,301 (1,714) (90,054) 594,066
— — — — — (11,408) (11,408)

4,632 — — 948 (82) — 4,461

— (18) — — — — (18)

— — — — — 1,459 1,459
(38,634) — — — — (17,907) (56,541)
(34,002) (18) — 948 (82) (27,856) (62,047)
(23,661) (13,825) (86,692) (29,017) (5,734) (198) (1,327,912)
146 837 2,199 7,587 — 598 11,367

— — — — — — 958,237

— — — — — — (1,243,020)
(23,515) (12,988) (84,493) (21,430) (5,734) 400 (1,601,328)
— 445 — — — 413 858

— 445 — — — 413 858
13,681 2,505 1,403 6,819 (7,530) (117,097) (1,068,451)
110,175 213,401 46,438 56,310 18,738 511,882 3,886,401
123,856 $ 215906 $ 47,841  $ 63,129 §$ 11,208 $ 394,785 $ 2,817,950

(continued)
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Combining Statement of Cash Flows (continued)
Internal Service Funds

Year Ended June 30, 2016

(amounts in thousands)

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH

PROVIDED BY (USED IN) OPERATING ACTIVITIES
OPerating iNCOME (I0SS) .....vuvviiuiiiieteiei ettt
Adjustments to reconcile operating income (loss) to net cash
provided by operating activities:

Change in account balances:

RECEIVADIES ...ttt ettt bttt b ettt b neanan
Due from Other TUNGS ......ocoiiiicece e
Due from Other QOVEIMMENTS .......ceiiiiiiiiiiiieiei e
PrEP@IA TTEMS ...
INVENTOTIES ...ttt ettt b ettt b ettt s et e b et e ne et s e be st entate s nennan
Net investment in direct fiNANCING 1EASES ......cvoviveiiiiiiiice s
Deferred OULFIOW OF FESOUICES .......cueiiiieiiiie s
ACCOUNES PAYADIE ...
DUE 0 OLNET FUNGS ..o
DUE t0 COMPONENT UNTS ...ttt
DUE t0 Other QOVEIMMENLS .......eviiiiieiiici et
DIBPOSITS ...vvetttei ettt
Contracts and NOLES PAYADIE ..........ciiiiiieiic
INTErESE PAYADIE ... s
ReVENUES reCeIVE IN AUVANCE ......c.ciiiiieiiiieiei e
Other current HabilItIES ........voiieiiiccec e
BENEFitS PAYADIES ...
Compensated abSeNCes PAYANIE .........cccceiiiiieiieieee s
Other NONCUITENt HAbITIES ........cvoviviiiiiiic
Deferred inflOW OF FESOUICES ...

TOLAl AAJUSTMENTS ...ttt eb e b e b

Net cash provided by (used in) operating aCtiVities ............ccooviieiieiiineiesecee e
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Public
Buildings Architecture
Construction Revolving
(49,052) $ 5,584
(76,985) —
297 —
10,173 —
— 470
12,541 25,756
— (46,133)
477,029 —
3,311 (4,581)
284 4,274
— 3,150
(12,981) —
(637) 122,622
7,063 2
— 1,814
— 2,850
— (478)
420,095 109,746
371,043  $ 115,330




Internal Service Funds

Other
Financial Technology Water Internal
Service Prison Information Services Resources Service
Revolving Industries Systems Revolving Revolving Programs Total

$ 73,897 % (3,318) $ 63911 $ (60,572) $ (4,689) $ (72,745) $ (46,984)
10,962 6,813 262 26,950 5,734 137 50,858
— — — — — — (76,985)

— — — 256 — — 553

— — — — —_ — 10,173
(111) 272 (11) 14 (19,529) (51,038) (69,933)
(11,995) (2,677) 6,094 (1,010) 11,058 17,497 57,264
(43) 12 — 168 — 551 688
(35,573) 149 (14) 6,958 840 125 (73,648)
(1,406) 774 — 2,147 66 — 1,581

— — — — — — 477,029
(20,742) (7,183) (1,859) (6,272) — (14,125) (51,451)
42,718 22 14,153 686 (1,707) 23,291 83,721
(32,385) 3,329 (3,818) 871 1,812 (84,307) (111,348)

— — — — — (132) (132)

— — 49 17 (12) 109 163

462 — — — — — 462

1,490 — — (7,795) 1,098 — (5,207)

— — — — — — (12,981)

4,977 (184) — (1,540) 28 — 125,266

(16) 821 — — (85) 760 8,545

— — — — — 12,207 12,207

(2,175) (304) 2,636 (2,524) — 429 (124)
117,247 24,386 8,432 95,684 3,672 109,076 361,347
(76,109) (7,846) (3,939) (26,737) — (31,889) (146,998)
(2,699) 18,384 21,985 87,873 2,975 (17,309) 641,050

$ 71,198 % 15,066  $ 85896 $ 27,301 $ (1,714 % (90,054) $ 594,066

(concluded)
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Nonmajor Enterprise Funds

Enterprise funds account for operations that are financed and operated in a manner similar to private
business enterprises, in which the costs of providing goods or services to the general public on a
continuing basis are intended to be financed or recovered primarily through user charges. Following
are brief descriptions of nonmajor enterprise funds.

The State Water Pollution Control Revolving Fund accounts for loans to finance the
construction of publicly owned water pollution control facilities.

The Housing Loan Fund accounts for financing and contracts for the sale of properties to eligible
California veterans.

Other enterprise program funds account for all other goods or services provided to the general
public on a continuing basis when all or most of the cost involved is to be financed by user
charges, or when periodic measurement of the results of operations is appropriate for management
control, accountability, capital maintenance, public policy, or other purposes.

209




State of California Comprehensive Annual Financial Report

Combining Statement of Net Position
Nonmajor Enterprise Funds

June 30, 2016

(amounts in thousands)

State Water Other
Pollution Control Housing Enterprise
Revolving Loan Programs Total
ASSETS
Current assets:
Cash and pooled investments ............ccoccevverieneieseieenen, $ 521,615 $ 248996 $ 238,883 1,009,494
Restricted assets:

Cash and pooled iNVeStMeNts ............cccoverveericeserierenen, 237,524 — — 237,524

Due from other governments 156,108 — — 156,108
Receivables (Net) ......cccccvevvvvrienne — 31,444 2,161 33,605
Due from other funds .........ccccoeeveeeee. 882 323 373 1,578
Due from other governments ..........ccocooveeeveeneienereeneneas 141,307 — 318 141,625
INVENTOTIES ..ottt — — 2,431 2,431

Total CUITENE ASSELS ....vveiviecvecie e 1,057,436 280,763 244,166 1,582,365
Noncurrent assets:
Restricted assets:

Loans receivable .........ccoccviiiiiiiiicec e 1,411,250 — — 1,411,250
INVESTMENTS ...oviieiciece e — 17,157 — 17,157
Interfund receivables .........cccovvveiciiicec e — — 1,600 1,600
Loans receivable 2,021,885 815,047 114,497 2,951,429
Capital assets:

LaNd ..o — 443 829 1,272

Buildings and other depreciable property ..... — 16,260 2,575 18,835

Intangible assets —amortizable ............c.cccoveeene. — — 1,587 1,587

Less: accumulated depreciation/amortization ......... — (16,062) (1,623) (17,685)

Construction/development in progress ........c.ccoveeeveeenns, — — 214 214
Other NONCUITENT ASSELS ......eoveveririereireieesee e — 6,396 — 6,396

Total NONCUITENt ASSELS ....ccveiveiiecieeiiecee e 3,433,135 839,241 119,679 4,392,055

TOTaAl @SSELS ....vcveeveverieiereiee e 4,490,571 1,120,004 363,845 5,974,420

DEFERRED OUTFLOWS OF RESOURCES ................. 40 3,313 5,095 8,448
Total assets and deferred outflows

OF FESOUICES ...t $ 4,490,611 $ 1123317 $ 368,940 5,982,868
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Nonmajor Enterprise Funds

State Water Other
Pollution Control Housing Enterprise
Revolving Loan Programs Total
LIABILITIES
Current liabilities:
ACCOUNtS PAYADIE ....ovvviieicieceeeeee s $ 617 47  $ 1,704  $ 2,368
Due to other fUNAS ......cooviviiiiicie e, 41 347 1,767 2,155
Due to other gOVErNMENtS ..........cccoveviireieneisineenes — — 4 4
Revenues received in advance ..........cccocveveieceininannns 5 — 33 38
Interest payable ..o 4,329 14,453 — 18,782
Current portion of long-term obligations ....................... 22,947 11,265 9,892 44,104
Other current liabilities .......cccccovvvveieviicc — — 14 14
Total current [iabilities ........ccccoeveeveveiceiececee e, 27,939 26,112 13,414 67,465
Noncurrent liabilities:
Compensated absences payable ... — — 10,604 10,604
Workers’ compensation benefits payable ...................... — — 1,022 1,022
General obligation bonds payable ..o — 648,059 — 648,059
Revenue bonds payable ... 507,846 295,765 — 803,611
Net other postemployment benefits obligation ... — 4,143 9,251 13,394
Net pension liability ................ 1,108 14,581 20,750 36,439
Other noncurrent liabilities — 726 48,095 48,821
Total noncurrent liabilities ........cc.ccooceveiiiiiiciinine, 508,954 963,274 89,722 1,561,950
Total liabilities .........c.cccoveivieeiiiciceeecee 536,893 989,386 103,136 1,629,415
DEFERRED INFLOWS OF RESOURCES ................. 142 160 526 828
Total liabilities and deferred inflows
OF FESOUICES ..o, 537,035 989,546 103,662 1,630,243
NET POSITION
Net investment in capital aSSets .........ccocvevirieiniiieinicns — 641 3,587 4,228
Restricted — expendable:
DEDE SEIVICE ... 66,876 — — 66,876
Security for revenue bonds 1,567,358 — — 1,567,358
OLher PUIPOSES ......eeieiieieiie et — 133,130 192,898 326,028
Total expendable ..., 1,634,234 133,130 192,898 1,960,262
UNFESIICIEd ...veveciecececccce s 2,319,342 — 68,793 2,388,135
Total Net POSItION ...c.ocvvveveiricce e 3,953,576 133,771 265,278 4,352,625
Total liabilities and net position ............c..c........ $ 4,490,611 1,123,317 $ 368,940 $ 5,982,868
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Combining Statement of Revenues,
Expenses, and Changes in Fund Net Position

Nonmajor Enterprise Funds

Year Ended June 30, 2016

(amounts in thousands)

OPERATING REVENUES
Services and SAIES ........cveceevvieereeie e
Investment and INtErest ..........cccvevveiverieeviecee e

Total operating reVENUES ........cccceeveieienieenieiiesianens

OPERATING EXPENSES
Personal SErVICES .......cccovrviieiiiiiiciiesece s
SUPPLIES v
Services and Charges .......coevveieiereiseree e
DEPreCiation .....ccoveiiiiieiiieece e

Total operating eXPENSES ........cccoveerveerrereeenererieneane
Operating inCOMe (10SS) .....ccvrvvveveviiirireiireeereae

NONOPERATING REVENUES (EXPENSES)
Investment and interest iNCOME .......ccccccveevveveeeiieieeinieans

Total nonoperating revenues (EXPENSes) .................
Income (loss) before capital contributions

aANd tranSTerS .....ooveieececceeceee e
Capital contributions ..........cccccvvvvviinnicincc e,
TranSTErs OUL ....ccveiivvecviecieccie e

Change in net position
Total net position — beginning ........cccccoveienineicinnenes
Total net position — ending ........ccccccoeireinineiencieeee

212

State Water Other
Pollution Control Housing Enterprise
Revolving Loan Programs Total
$ 11,211 $ 2390 $ 80,216 $ 93,817
57,638 49,379 187 107,204
— — 209 209
— 1,659 647 2,306
68,849 53,428 81,259 203,536
— 8,194 36,113 44,307
— — 35,672 35,672
7,392 13,911 12,213 33,516
— 94 190 284
— 33,428 — 33,428
321 — — 321
7,713 55,627 84,188 147,528
61,136 (2,199) (2,929) 56,008
1,396 — 770 2,166
(2,199) — — (2,199)
(1,902) 189 — (1,713)
(2,705) 189 770 (1,746)
58,431 (2,010) (2,159) 54,262
66,914 — — 66,914
125,345 (2,010) (2,159) 121,176
3,828,231 135,781 267,437 4,231,449
$ 3953576 $ 133,771 $ 265,278 $ 4,352,625




Nonmajor Enterprise Funds

Combining Statement of Cash Flows
Nonmajor Enterprise Funds

Year Ended June 30, 2016

(amounts in thousands)

State Water Other
Pollution Control Housing Enterprise
Revolving Loan Programs Total
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers/employers ...........ccccocovvvevrvnnenn $ 50,459 $ 204,666 $ 79,159 $ 334,284
Receipts from interfund services provided ...................... — — 2,507 2,507
Payments to SUPPHETS ......ccvvvvrveiiiceeecc e (7,978) (9,299) (49,387) (66,664)
Payments to emplOYees ........cccccvveiiineciiieceeee, 76 (8,196) (22,928) (31,048)
Payments for interfund services used ............ccccoceeerenne. (22) — (715) (737)
Other receipts (PAYMENLS) ......coveereririeieieiereee e seeeeins (140,922) (217,907) (12,982) (371,811)
Net cash provided by (used in) operating activities.. (98,387) (30,736) (4,346) (133,469)
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Proceeds from general obligation bonds ..............c.ccc.c.... — 547,565 — 547,565
Retirement of general obligation bonds ...........c.cccecvenne. — (354,415) — (354,415)
Proceeds from revenue bonds ...........cccoeevevveiieiiecieeenne, 501,961 — — 501,961
Retirement of revenue bonds ..o, (13,000) (64,085) — (77,085)
INtErest PAI ........covvvrveiiiireceee s (2,608) — — (2,608)
Grants reCEIVEM .....c.oevvviiriiie i 67,889 — — 67,889
Net cash provided by (used in) noncapital
financing activities..........ccoooeriieieiienee e 554,242 129,065 — 683,307
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Acquisition of capital @SSets .........c.ccocevvrerrinciiieiieeens, — — (516) (516)
Net cash provided by (used in) capital and
related financing activities ............ccccooevvencicncnenne. — — (516) (516)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of INVEStMENLS ..........ccccvvvririeiriiicce e, — (1,100) — (1,100)
Proceeds from maturity and sale of investments ............. — 1,912 — 1,912
Earnings on inVeStMEeNts .........cccevivevieiniieie e 838 — 770 1,608
Net cash provided by (used in) investing activities... 838 812 770 2,420
Net increase (decrease) in cash and pooled investments .... 456,693 99,141 (4,092) 551,742
Cash and pooled investments — beginning .............c........ 302,446 149,855 242,975 695,276
Cash and pooled investments —ending .............ccccevevevene. $ 759,139 $ 248,996 $ 238,883 $ 1,247,018

(continued)
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Combining Statement of Cash Flows (continued)

Nonmajor Enterprise Funds

Year Ended June 30, 2016

(amounts in thousands)

RECONCILIATION OF OPERATING
INCOME (LOSS) TO NET CASH PROVIDED
BY (USED IN) OPERATING ACTIVITIES
Operating iNCOME (10SS) .....evrvveviririreiiieee e
Adjustments to reconcile operating income (loss)
to net cash provided by operating activities:
DEPreCiation .........ocvivereiniiieese e
Provisions and allowances ...........ccccocevveeneeienieieneenen

Change in account balances:

RECEIVADIES ......cveiiiieiececcceee s
Due from other funds ..........ccccooeiiieiiiicieccceeen,
Due from other governments ..........cccocoveevrnecinrnnnan.
Prepaid itemMS .....oooovvviiiccce e
INVENEOTIES ..ot
Other CUrrent @SSetS ......coeveerieirieise s
Loans receivable ..o
Deferred outflow of resources ............ccoceevvevveeriennns
Accounts payable ...,
Due to other funds .........cccoceiviiiiieice e
Due to other governments ..........cccococoevrereienenseenns
Interest payable ...
Revenues received in advance ...........ccccoceeevevereriennnn
Other current liabilities ..........ccocoviiiciiiiiiiceeen
Benefits payables ...
Compensated absences payable ...........ccccooviiinnncnns
Other noncurrent liabilities ..........c.cocooveiiincieienne.
Deferred inflows 0Of reSOUICES .........covevvevviiviiiiiiieinen,

Total adjuStmENts .......ccccevvverieerieiiieee e

Net cash provided by (used in) operating activities .....

Noncash investing, capital, and financing activities
Miscellaneous noncash activities ............ccccoceveieiciencnn,

214

State Water Other
Pollution Control Housing Enterprise
Revolving Loan Programs Total
$ 61,136 (2,199) $ (2,929) $ 56,008
— 94 190 284
— (2,161) — (2,161)
— 1,136 — 1,136
(13,708) — — (13,708)
— 305 (1,894) (1,589)
(22) — (279) (301)
(4,210) — 248 (3,962)
— — (383) (383)
— — 853 853
— (1,285) — (1,285)
(141,392) (27,615) 1,995 (167,012)
(75) (2,259) (4,213) (6,547)
— 283 (1,972) (1,689)
(114) 147 76 109
— — (33) (33)
— 2,622 — 2,622
(2) — 1
— — 337 337
— — 590 590
— — 1,993 1,993
— 1,488 1,799 3,287
— (1,292) (727) (2,019
(159,523) (28,537) (1,417) (189,477)
$ (98,387) (30,736) $ (4,346) $ (133,469)
(concluded)
$ — 6,619 $ — $ 6,619



Private Purpose Trust Funds

Private purpose trust funds account for all trust arrangements, other than those properly reported in
pension and other employee benefit trust funds or investment trust funds, under which both principal
and income benefit individuals, private organizations, or other governments. Following are brief
descriptions of private purpose trust funds.

The Scholarshare Program Trust Fund accounts for money received from participants to fund
their beneficiaries’ higher-education expenses at certain postsecondary educational institutions.

The Unclaimed Property Fund accounts for unclaimed money and properties held in trust by the
State.

Other private purpose trust funds account for other assets held in a trustee capacity when both
principal and income benefit individuals, private organizations, or other governments.
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Combining Statement of Fiduciary Net Position
Private Purpose Trust Funds

June 30, 2016

(amounts in thousands)

Scholarshare Other Private
Program Unclaimed Purpose
Trust Property Trust Total
ASSETS
Cash and pooled investments ............cccoceevereverererenennan, $ 2 $ 77,157  $ 26,815 $ 103,974
Investments, at fair value:
EQUItY SECUTTTIES ... 3,323,022 — — 3,323,022
Debt SECUNTIES ...vvvivriieicicicce e 2,227,087 — — 2,227,087
REAI BSTALE ... 235,924 — — 235,924
OFheT e 962,251 — — 962,251
Total INVESIMENTS ....eveeivieecee e 6,748,284 — — 6,748,284
Receivables (Net) ......oovieieiieiiieee e 11,953 2 1 11,956
Due from other funds .........ccccoevvevieieecieieeceece e — 10,999 37 11,036
OthEr ASSELS ...vvecveeeiecreccie ettt — 176,181 — 176,181
TOAl @SSELS ...vveveveviciiiei et 6,760,239 264,339 26,853 7,051,431
LIABILITIES
Accounts payable ... 12,234 14,062 19,869 46,165
DEPOSILS ...vvieiecieisie e — 176,181 — 176,181
Other liabilities .......cccccovveiiiiieececeeee e — 4 5,577 5,581
Total liabilities .........cccooviiviiiiccee e 12,234 190,247 25,446 227,927
NET POSITION
Held in trust for individuals, organizations,
or other goVErnMENtS .........ccooevvvieeriiieciieeeeeens, $ 6,748,005 $ 74092 % 1,407 $ 6,823,504
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Private Purpose Trust Funds

Combining Statement of Changes in Fiduciary Net Position
Private Purpose Trust Funds

Year Ended June 30, 2016

(amounts in thousands)

Scholarshare Other Private
Program Unclaimed Purpose
Trust Property Trust Total
ADDITIONS
Investment income:
Net appreciation (depreciation) in fair value
OF INVESIMENTS ..o $ (191,108) $ — 3 — (191,108)
Interest, dividends, and other investment income ...... 288,592 — — 288,592
Less: iNVeStMENt EXPENSE ......ccvvvrrrerreireriereneresiereeans (3,933) — — (3,933)
Net iInveStMent INCOME ......cceeevereiiieeiee e 93,551 — — 93,551
Receipts from depositors ..........cccoevreneieieneeieceene, 3,152,700 321,301 9,699 3,483,700
Total additions .........cccovrvreeieniireee e 3,246,251 321,301 9,699 3,577,251
DEDUCTIONS
AdMINIStrative eXPeNSEeS .......ccccvverrrerrirerese e — — 7 7
Payments to and for depositors ..........c.ccoceeeveierereneennn. 2,927,818 320,045 9,540 3,257,403
Total dedUCtions ..........cceevrireeirreeien e 2,927,818 320,045 9,547 3,257,410
Change in net PoSitioNn .........cccoervrvreeierineeienienas 318,433 1,256 152 319,841
Net position — beginning ..., 6,429,572 72,836 1,255 6,503,663
Net position — ending ..........ccccevvviiiiriicceecee e, $ 6,748,005 $ 74,092 % 1,407 6,823,504
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Fiduciary Funds and Similar
Component Units — Pension and Other
Employee Benefit Trust Funds

Pension and other employee benefit trust funds account for transactions, assets, liabilities, and net
position available for pension and other employee benefits of the two public employees’ retirement
systems that are fiduciary component units, and for other primary government employee benefit
programs. Following are brief descriptions of pension and other employee benefit trust funds.

Defined Benefit Pension Plans are pension plans that provide defined benefit pensions to employees
after separation from service:

The Public Employees’ Retirement Fund is administered by the California Public Employees’
Retirement System (CalPERS) and accounts for the employee and employer contributions of the
agent and cost-sharing multiple-employer retirement plans that provide pension benefits to
employees of the State of California, non-teaching school employees, and employees of California
public agencies.

The State Teachers’ Retirement Fund is administered by the California State Teachers’
Retirement System (CalSTRS) and accounts for the employee, employer, and primary government
contributions of the cost-sharing multiple-employer retirement plan that provides pension benefits
to teachers and certain other employees of the California public school system.

The Judges’ Retirement Fund is administered by CalPERS and accounts for the employee and
employer contributions of the single-employer retirement plan that provides pension benefits to
judges of the California Supreme Court, courts of appeal, and superior courts who were appointed
or elected prior to November 9, 1994,

The Judges’ Retirement Fund 11 is administered by CalPERS and accounts for the employee and
employer contributions of the single-employer retirement plan that provides pension benefits to
judges of the California Supreme Court, courts of appeal, and superior courts who were appointed
or elected on or subsequent to November 9, 1994.

The Legislators’ Retirement Fund is administered by CalPERS and accounts for the employee
and employer contributions of the single-employer retirement plan that provides pension benefits
to members of the Legislature serving prior to November 7, 1990, constitutional officers, and
legislative statutory officers who elect to participate in the plan.

(continued)
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(continued)

The Deferred Compensation Fund accounts for monies withheld from the salaries of participants per
Internal Revenue Code sections 401(k), 457, and 403(b). The monies are invested until the employee
retires or resigns, at which time all money withdrawn, including investment income, is subject to income
taxes.

Other pension and other employee benefit trust funds account for funds contributed to smaller
retirement plans and programs that are not defined benefit pension plans including the Annuitants’ Health
Care Coverage Fund, Teachers’ Health Benefits Fund, State Peace Officers’ and Firefighters’ Defined
Contribution Plan Fund, Supplemental Contributions Program Fund, Boxers’ Pension Fund, and Flexelect
Benefit Fund.
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Combining Statement of Fiduciary Net Position

Fiduciary Funds and Similar Component Units — Pension
and Other Employee Benefit Trust Funds

June 30, 2016

(amounts in thousands)

ASSETS
Cash and pooled INVESIMENTS ..o
Investments, at fair value:
SROM-EITI 1ottt sttt s e bbb et sene e ens
EQUITY SECUTITIES .vivvevitisictisicesie ettt et b b e ena b e
DL SECUNTIES ....ivviviiciecii ettt sttt e bbb ne s b e
REAI BSLALE ...ttt ettt ne e

TOLAl INVESIMENTS ...ttt sre e ste e ereereens
RECEIVADIES (NEL) ...ttt
Due from Other FUNGS .......ooiiiiiiccce e e re b
Due from Other GOVEIMMENTS .........ciiiiiiiiciieee e
L0ANS FECEIVANIE .....oviiiiciiciece e
OFNEE ASSELS ...vvviveevcti ettt ettt ettt ettt et et s e b et et e b se st et e n e s et senenenn

L0 = L= T PSSR
DEFERRED OUTFLOWS OF RESOURCES ......c.ccoiiiiiiiceeeceee e

Total assets and deferred outflows Of FrESOUICES .........coovvvieiiiciiiceeceecee e

LIABILITIES
ACCOUNTES PAYADIE ...t
DuUE 10 Other GOVEIMMENTS ......c.ouiiiiiiieiiiieieieieiei e
Benefits PAYADIE ........ooviieiiee e
Securities 1ending ObligatioNS ............cooiiiiiiii e
LOANS PAYADIE ...ttt
OLNEr HADTILIES ...
Total HADIITIES ..o
DEFERRED INFLOWS OF RESOURCES ........cocoiiiiiiiiiiii e

Total liabilities and deferred inflows of reSOUrces ..........ccoevvveceeviicieiic e,

NET POSITION

Held in Trust for:
Pension and other postemployment DENEFItS ..........ocoeiriiiiiiiicc e
Deferred compensation PartiCiPANTS .........ceivriveriiriiieeieee e
Individuals, organizations, or other gOVEIrNMENES ...........ccovveiierieinieieieecesee e

TOLAl NET POSITION ©.vviiiiiee et

222

Defined Benefit

Public State
Employees’ Teachers’
Retirement Retirement

2,818,148 $ 289,739
19,970,763 5,717,784
141,565,010 99,824,467
81,359,745 34,034,433
31,225,522 26,732,928
12,714,487 17,524,290
26,153,355 23,582,474
312,988,882 207,416,376
17,488,315 1,836,363
627,255 —

— 6,999

— 2,131,694

701,741 230,890
334,624,341 211,912,061
— 22,756
334,624,341 211,934,817
13,293 1,479,643

— 560
1,682,747 1,188,518
12,664,098 17,530,264
— 2,129,694
21,560,201 477,106
35,920,339 22,805,785
— 15,545
35,920,339 22,821,330
298,704,002 189,113,487
298,704,002 $ 189,113,487




Pension and Other Employee Benefit Trust Funds

Other
Pension Plans Pension
and Other
Judges’ Judges’ Legislators’ Deferred Employee
Retirement Retirement 11 Retirement Compensation Benefit Trust Total
2,823 10,769 868 18982 $ 90,199 3,231,528
35,041 74,736 7,702 2,592,864 386,262 28,785,152
— 654,415 37,105 7,043,042 3,116,446 252,240,485
— 473,035 79,362 1,537,365 1,898,947 119,382,887
— — — — — 57,958,450
— 53,795 3,514 — 47,810 30,343,896
— — — 2,018,006 — 51,753,835
35,041 1,255,981 127,683 13,191,277 5,449,465 540,464,705
2,575 115,305 12,838 23,488 394,387 19,873,271
22 13 — 155 30 627,475
— — — 8 — 7,007
— — — 2,321 — 2,134,015
— — — — — 932,631
40,461 1,382,068 141,389 13,236,231 5,934,081 567,270,632
— — — 81 42 22,879
40,461 1,382,068 141,389 13,236,312 5,934,123 567,293,511
111 125 54 3,978 636 1,497,840
52 — — 3 — 615
— — 589 1,843 53,280 2,926,977
— 53,828 3,517 — 47,839 30,299,546
— — — — — 2,129,694
504 155,162 18,179 2,640 574,290 22,788,082
667 209,115 22,339 8,464 676,045 59,642,754
— — — 156 22 15,723
667 209,115 22,339 8,620 676,067 59,658,477
39,794 1,172,953 119,050 — 124,354 489,273,640
— — — 13,227,692 — 13,227,692
— — — — 5,133,702 5,133,702
39,794 1,172,953 119,050 13,227,692 $ 5,258,056 507,635,034

223



State of California Comprehensive Annual Financial Report

Combining Statement of Changes
in Fiduciary Net Position

Fiduciary Funds and Similar Component Units — Pension
and Other Employee Benefit Trust Funds

Year Ended June 30, 2016

(amounts in thousands)

Defined Benefit

Public State
Employees’ Teachers’
Retirement Retirement
ADDITIONS
Contributions:
EMPIOYET .ottt ettt $ 10,892,489 $ 3,391,140
(] F T TR 1T 0] 1T R 4,015,754 2,957,477
NON-EMPIOYET ..ttt b ettt sttt et beeens — 1,939,902
TOotal CONEIIDULIONS ....oviiivie ettt ettt et e e arae e 14,908,243 8,288,519
Investment income:
Net appreciation (depreciation) in fair value of iINVEStMENtS ..o, 736,827 (2,138,824)
Interest, dividends, and other iNVEStMENt INCOME ........ccoevuvivveiieiiecie e, 1,677,128 4,760,676
LeSS: INVESIMENT EXPENSE .....vuveviriiieieisiet ettt (878,613) (316,894)
Net investment iINCOME (10SS).......eveiveriiiiieierieieeiee e 1,535,342 2,304,958
(0] 12T SO SE SO RPRTRPSRUTRRPRRTRRPRRTS 13,100 41,519
B o] %L I=To Lo 11 o] SRR 16,456,685 10,634,996
DEDUCTIONS
Distributions t0 DENEFICIANIES ......c.vviiiiie ittt 20,093,933 13,064,557
Refunds of CONLIIDULIONS .......ooiiiiiceii et s b e erae s 238,821 84,001
AdMINISTIALIVE BXPENSE ...ttt sttt se e be e ne e 184,447 195,287
Payments to and fOr dePOSITOrS .........ccoi i — —
B o] =1 W0 (=10 [ 103 o) - RSO 20,517,201 13,343,845
Change N NEt POSITION .......viviiiieie e (4,060,516) (2,708,849)
Net POSItION — DEJINNING ..o 302,764,518 191,822,336
Net POSItION — BNAING ..o.vviiiiie e $ 298,704,002 $ 189,113,487
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Pension and Other Employee Benefit Trust Funds

Other
Pension Plans Pension
and Other
Judges’ Judges’ Legislators’ Deferred Employee
Retirement Retirement 11 Retirement Compensation Benefit Trust Total

$ 192,287  $ 65,839 $ 549 $ 1,363 1,810,222 $ 16,353,889
3,559 24,598 97 1,416,432 37,112 8,455,029
— — — — — 1,939,902
195,846 90,437 646 1,417,795 1,847,334 26,748,820
— 20,595 4,562 (602,957) 78,580 (1,901,217)
195 825 46 12,561 324 6,451,755
(1) (612) (63) (462) (1,705) (1,198,350)
194 20,808 4,545 (590,858) 77,199 3,352,188
2,568 2 — 18,895 6,506 82,590
198,608 111,247 5,191 845,832 1,931,039 30,183,598
199,271 21,549 7,028 33,841 1,294,324 34,714,503
78 155 379 5,231 — 328,665
642 732 203 17,565 4,395 403,271
— — — 569,161 16,130 585,291
199,991 22,436 7,610 625,798 1,314,849 36,031,730
(1,383) 88,811 (2,419) 220,034 616,190 (5,848,132)
41,177 1,084,142 121,469 13,007,658 4,641,866 513,483,166
$ 39,794 $ 1,172,953 $ 119,050 $ 13,227,692 5,258,056 $ 507,635,034
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Agency Funds

Agency funds account for the receipt and disbursement of various taxes, deposits, deductions, and
property collected by the State, acting in the capacity of an agent, for distribution to other
governmental units or other organizations. Following are brief descriptions of agency funds.

The Receipting and Disbursing Fund accounts for the collection and disbursement of revenues
and receipts on behalf of local governments. This fund also accounts for receipts from many state
funds, typically for the purpose of writing a single warrant when the warrant is funded by multiple
funding sources.

The Deposit Fund accounts for various deposits, such as those from condemnation and litigation
proceedings.

Other agency activity funds account for other assets held by the State, which acts as an agent for
individuals, private organizations, and other governments.
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State of California Comprehensive Annual Financial Report

Combining Statement of Fiduciary
Assets and Liabilities
Agency Funds

June 30, 2016

(amounts in thousands)

Receipting Other
and Agency
Disbursing Deposit Activities Total
ASSETS
Cash and pooled investments ............ccooceveercieieniennn $ 2,729,053 3,062,415 24,250 5,815,718
Receivables (Net) ..o 3,665,883 162,694 1,452 3,830,029
Due from other funds .........cccovveriinvieinccee 18,757,825 3,665 777 18,762,267
Due from other governments .........ccccovverenrrceirenienen. 34,625 281 — 34,906
Loans receivable .........ccoocveveiiiiiececeeeee e — — 7,935 7,935
Oher SSELS ..evvivvirieiiieierese st 55 15 — 70
TOLAl @SSELS ....vveeveveiieicieice et $ 25,187,441 3,229,070 34,414 28,450,925
LIABILITIES
Accounts payable ... $ 16,985,632 128,859 3,472 17,117,963
Due to other gOVErNMENtS ..........ccccoevreiencreeseieeieee 8,172,020 4,087 6,529 8,182,636
TaX OVErPaYMENTS .....ccoiiiieieieie e 646 — — 646
Revenues received in advance ...........ccoccovoevieieenenas — 680 — 680
DEPOSIES .ottt 29,009 1,239,867 10,353 1,279,229
Other 1iabilities ........cooooveiieicicee e, 134 1,855,577 14,060 1,869,771
Total liabilities .........cccevviiriciiece e $ 25187,441 3,229,070 34,414 28,450,925
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Combining Statement of Changes
in Fiduciary Assets and Liabilities

Agency Funds

Year Ended June 30, 2016

(amounts in thousands)

Receipting and Disbursing Fund Balance Balance
July 1, 2015 * Additions Deductions June 30, 2016
ASSETS
Cash and pooled iNVEStMENTS ..........ccccevvrveeirnrieiieeeens 2,204,168 $ 190,945,714 $ 190,420,829 $ 2,729,053
Receivables (Net) ..o 1,749,662 5,604,941 3,688,720 3,665,883
Due from other funds .........ccccovverinveriniceee 16,367,074 21,910,799 19,520,048 18,757,825
Due from other governments .........ccccovverervecenireniennn. 33,852 7,886 7,113 34,625
Prepaid itemMS .....cvivveeiicee s 26,001 — 26,001 —
Oher SSELS ..evvivvirieiiieierese st 55 — — 55
TOLAl @SSELS ....vveeveveiieicieice et 20,380,812 $ 218,469,340 $ 213,662,711 $ 25,187,441
LIABILITIES
Accounts Payable ..........ccccvvvieeriiieeceeeeee e 14,726,634 $ 44,621,984 $ 42,362,986 $ 16,985,632
Due to other gOVErNMENLS .........ccoevvreerirereeeninesieeenns 5,617,817 38,015,882 35,461,679 8,172,020
TaX OVErPaYMENTS .....ccoviiieiieieieie et 1,100 117,847 118,301 646
Revenues received in advance ...........ccocevvevvevierieiennenn, 2 — 2 —
DT 010 Y | 1RSSR 35,184 — 6,175 29,009
Other l1abilities ......covoveieeece e 75 59 — 134
Total labilities ........ccccevvrreiiccec e 20,380,812 $ 82,755,772 $ 77,949,143 $ 25,187,441
* Restated for reclassification of a fund to the Health Care Related Programs Fund, a nonmajor special revenue fund.
Deposit Fund Balance Balance
July 1, 2015 Additions Deductions June 30, 2016
ASSETS
Cash and pooled iNVEStMENTS ..........ccccvrvrveeernrieiieeens 2,580,812 $ 16,894,117 $ 16,412,514 $ 3,062,415
Receivables (Net) ..o 115,601 336,591 289,498 162,694
Due from other funds .........ccooceveiiiiieiececcece 3,699 79,211 79,245 3,665
Due from other governments ..........ccocoevvveveiievcesenas 4 290 13 281
Prepaid iteMS .......coveiviiiccccc 491 — 491 —
OFher @SSELS ....c.vcveviviiierecie et 34 15 34 15
TOLAl @SSELS ....vveeveveieeicicicie e 2,700,641 $ 17,310,224 $ 16,781,795 $ 3,229,070
LIABILITIES
ACCoUNtS PAYADIE ......ovvieiiiciee e 105,739 $ 472,157 % 449,037 $ 128,859
Due to other govVernmeNnts .........cccoevvevveevieieseseerenens 4,069 1,331 1,313 4,087
Revenues received in advance ...........ccocevvevveviereriennenn, 697 — 17 680
DEPOSIES ...vveieeieriieieiee ettt 1,106,164 475,435 341,732 1,239,867
Other liabilities .........cccoovveviieiiiccccec e, 1,483,972 15,964,527 15,592,922 1,855,577
Total labilities .......cccovvvireiicceceee e 2,700641 $ 16913450 $ 16,385,021 $ 3,229,070
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Agency Funds

Other Agency Activity Funds Balance Balance
July 1, 2015 Additions Deductions June 30, 2016
ASSETS
Cash and pooled iNVEStMENLS ..........ccceevivieeririrererenenen, $ 24,603 $ 455 % 808 $ 24,250
Receivables (Net) ..o 1,511 524 583 1,452
Due from other funds .................. e 773 1,098 1,094 777
Loans receivable .... e ——————— 6,459 1,476 — 7,935
TOLaAl @SSELS ...t $ 33,346 3 3553 $ 2,485 % 34,414
LIABILITIES
Accounts Payable ... $ 2,808 $ 765 % 101 % 3,472
Due to other governments .........cccovvervrvrverennsieenens 6,656 283 410 6,529
DEPOSIES .ottt 9,855 498 — 10,353
Other Habilities .......ccoooviviiecececeeceeeee e, 14,027 65 32 14,060
Total liabilities .........cccevviivieiieceee e $ 33,346 3 1611 $ 543 $ 34,414
Total Agency Funds Balance Balance
July 1, 2015 Additions Deductions June 30, 2016
ASSETS
Cash and pooled investments .............cccoceevvrrevieeennan. $ 4809583 $ 207,840,286 $ 206,834,151 $ 5,815,718
Receivables (Net) .....cocovereeiiieeeec s 1,866,774 5,942,056 3,978,801 3,830,029
Due from other funds ..........cccooeeieiiviineccceee e 16,371,546 21,991,108 19,600,387 18,762,267
Due from other governments ..........ccoccoceceveieicinicneeas 33,856 8,176 7,126 34,906
Prepaid iteMS ..o 26,492 — 26,492 —
Loans receivable .........cccooveevvieiiiececeec e 6,459 1,476 — 7,935
Oher ASSELS ....veiveiviiiciciere s 89 15 34 70
TOtAl ASSELS ..cvveeviieecie e $ 23,114,799 $ 235,783,117 $ 230,446,991 $ 28,450,925
LIABILITIES
ACCOUNES PAYADIE ......ecveviicvieee e $ 14,835,181 $ 45,094,906 $ 42,812,124 $ 17,117,963
Due to other gOVernmeNnts ..........ccccoevreieeereiesereeeeene 5,628,542 38,017,496 35,463,402 8,182,636
TaX OVErPaYMENTS .....ocvvviriieiieieie e 1,100 117,847 118,301 646
Revenues received in advance ...........ccocvevvevveierieivennnn, 699 — 19 680
DEPOSIES ..ttt 1,151,203 475,933 347,907 1,279,229
Other liabilities ........cccoevieiiiiieceee e, 1,498,074 15,964,651 15,592,954 1,869,771
Total liabilities .........cccooviiviiiiece e $ 23114799 $ 99,670,833 $ 94,334,707 $ 28,450,925
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Nonmajor Component Units

Nonmajor component units are legally separate entities that are discretely presented in the State’s
financial statements in accordance with Generally Accepted Accounting Principles (GAAP). The
inclusion of component units in the State’s financial statements reflects the State’s financial
accountability for or relationships with these organizations such that exclusion would cause the State’s
financial statements to be misleading. Following are brief descriptions of the nonmajor consolidated
component unit segments.

Financing authorities provide financing for transportation, business development and public
improvements, and coastal and inland urban waterfront restoration projects. These agencies
include: the California Alternative Energy and Advanced Transportation Financing Authority, the
California Infrastructure and Economic Development Bank, and the California Urban Waterfront
Area Restoration Financing Authority.

California State University Auxiliary organizations provide services primarily to university
students through foundations, associated student organizations, student unions, food service
entities, book stores, and similar organizations.

District agricultural associations were created to exhibit all of the industries, industrial
enterprises, resources, and products of the State. The financial information presented is as of and
for the year ended December 31, 2015.

Other component units provide legal education programs, financial assistance to businesses, and
health benefits for state employees and annuitants. These entities include: the University of
California Hastings College of the Law; the State Assistance Fund for Enterprise, Business and
Industrial Development Corporation; and the Public Employees’ Contingency Reserve.
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State of California Comprehensive Annual Financial Report

Combining Statement of Net Position
Nonmajor Component Units

June 30, 2016

(amounts in thousands)

ASSETS
Current assets:
Cash and pooled investments

Investments
Restricted assets:

Cash and pooled investments

INVESTMENTS ...ttt

Receivables (net)

Prepaitl IIBMS ..ottt

Other current assets

Total current assets
Noncurrent assets:

Restricted assets:

Cash and pooled investments

INVESTMENTS ...ttt ettt e e e et e et e e s b e e et e e e be e e saeaeaateeeaaeesanaeaneeeas
INVESTMENTS ...ttt et e et e e et e e et e e e ebeeeesteeeabeeebaeeasaeeenbeesareeennas

Receivables (net)
Loans receivable
Capital assets:

Collections — nondepreciable

Buildings and other depreciable property ............

Intangible assets — amortizable
Less: accumulated depreciation/amortization
Construction/development in progress
Intangible assets — nonamortizable
Other noncurrent assets

Total noncurrent assets

L) %= LIS TS (USRS

DEFERRED OUTFLOWS OF RESOURCES
Total assets and deferred outflows of resources
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California
State
University
Financing Auxiliary
Authorities Organizations

5,516 409,495
— 476,891
396,706 —
18,909 272,013
— 39,244
421,131 1,197,643
— 25,588
12,761 —
— 1,771,550
— 226,867
293,504 —
— 126,305
— 10,300
— 1,207,873
— 9,336
— (563,725)
— 20,684
— 5,098
— 36,345
306,265 2,876,221
727,396 4,073,864
4,943 19,721
732,339 4,093,585




Nonmajor Component Units

District Other
Agricultural Component
Associations Units Total
$ 109,683 $ 521,155 1,045,849
622 — 477,513
5,837 4,198 406,741
3,190 — 3,190
5,534 24,305 320,761
936 116 1,052
527 — 39,771
126,329 549,774 2,294,877
— — 25,588
3,297 — 16,058
— 69,582 1,841,132
— 14,068 240,935
— 2,547 296,051
22,232 5,089 153,626
— — 10,300
726,479 136,574 2,070,926
— 1,051 10,387
(450,281) (56,189) (1,070,195)
4,209 1,919 26,812
— — 5,098
— 8,354 44,699
305,936 182,995 3,671,417
432,265 732,769 5,966,294
10,361 10,645 45,670
$ 442626 $ 743,414 6,011,964

(continued)
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Combining Statement of Net Position (continued)

Nonmajor Component Units

June 30, 2016

(amounts in thousands)

LIABILITIES

Current liabilities:

Accounts payable
Revenues received in advance

DEPOSIES ...
Contracts and notes payable ...........ccccoeenee.

Interest payable
Current portion of long-term obligations
Other current liabilities

Total current liabilities

Noncurrent liabilities:

Compensated absences payable
Workers’ compensation benefits payable
Commercial paper and other borrowings
Capital lease obligations
Revenue bonds payable
Net other postemployment benefits obligation
Net pension liability
Other noncurrent liabilities

Total noncurrent liabilities

Total liabilities

DEFERRED INFLOWS OF RESOURCES

Total liabilities and deferred inflows of resources

NET POSITION

Net investment in capital assets

Restricted:

Nonexpendable — endowments

Expendable:

Endowments and gifts

Education

Statute .....

Other purposes ...........

Total expendable

UNTFESIIICTEA 1.ttt ettt et e b e s beebaensent e e e sae e

Total net position
Total liabilities, deferred inflows of resources, and net position
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California
State
University
Financing Auxiliary
Authorities Organizations

4,881 86,503
— 65,349
— 8,400
2,134 —
11,570 75,429
36,038 84,794
54,623 320,475
268 5,629
— 44,257
— 700
— 348,342
361,018 43,436
1,375 100,764
5,671 62,432
27,417 399,476
395,749 1,005,036
450,372 1,325,511
123 16,263
450,495 1,341,774
— 227,166
— 1,057,270
— 893,104
280,326 —
1,618 —
281,944 893,104
(100) 574,271
281,844 2,751,811
732,339 4,093,585




Nonmajor Component Units

District Other
Agricultural Component
Associations Units Total
7266 $ 447,094 545,744
2,564 581 68,494
1,570 363 1,933
93 99 8,592
749 — 2,883
3,148 1,455 91,602
3,147 78,056 202,035
18,537 527,648 921,283
9,554 372 15,823
346 — 44,603
— — 700
— — 348,342
46,449 20,474 471,377
7,762 650 110,551
80,485 32,086 180,674
9,631 19,221 455,745
154,227 72,803 1,627,815
172,764 600,451 2,549,098
16,457 5,756 38,599
189,221 606,207 2,587,697
246,934 67,320 541,420
— 22,159 1,079,429
— 18,321 18,321
— 9,242 902,346
— — 280,326
16,318 10,495 28,431
16,318 38,058 1,229,424
(9,847) 9,670 573,994
253,405 137,207 3,424,267
442626 $ 743,414 6,011,964

(concluded)
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Combining Statement of Activities
Nonmajor Component Units

Year Ended June 30, 2016

(amounts in thousands)

OPERATING EXPENSES

Total OPerating EXPENSES .....c.ecveiiririereiiereeresiere ettt s et sr e

PROGRAM REVENUES

Charges TOF SEIVICES .....c.eiuiieieiieieieeeie ettt
Operating grants and CONtrIBULIONS ..........cccoiiiiiiiie e
Capital grants and CONtribULIONS .........c..cooviiiriiiiieere e

TOtal Program FEVENUES .......ccceurueieiiieiereieieiereieisieieseissesesesssesesesssssesesesesesesenas
NEL rEVENUES (EXPENSES) .vvuvvieiriireriiereieie ettt

GENERAL REVENUES

Total GENEIal FEVENUES ......c.oveiiiiiicieeieie st
Change iN NEt POSITION ......cviviviiiiciie e

Net PoSition — BEGINNING ....ccooviiiiicic e
NEt POSITION = BNAING ...t

* Restated
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California
State
University
Financing Auxiliary
Authorities Organizations

3,707 % 369,673
— 55,386
33,588 1,106,056
— 51,560
7,422 23,694
— 71,560
44,717 1,677,929
1,769 736,244
28,470 598,192
— 28,540
30,239 1,362,976
(14,478) (314,953)
10,956 (21,487)
1,072 433,439
12,028 411,952
(2,450) 96,999
284,294 2,654,812
281844 % 2,751,811




Nonmajor Component Units

District Other
Agricultural Component
Associations Units Total
$ 105,553 $ 37,154 % 516,087
— 3,565 58,951
— 9,949 9,949
109,074 14,196 1,262,914
17,826 3,057 72,443
1,971 991 34,078
486 6,658 78,704
234,910 75,570 2,033,126
238,550 63,009 1,039,572
— 13,912 640,574
266 424 29,230
238,816 77,345 1,709,376
3,906 1,775 (323,750)
60 (683) (11,154)
3,217 9,112 446,840
3,277 8,429 435,686
7,183 10,204 111,936
246,222 * 127,003 3,312,331
$ 253,405 $ 137,207 $ 3,424,267
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Financial Trends

Financial trend schedules contain trend information to help the reader understand how the State’s
financial performance and well-being have changed over time. This section includes the following
financial trend schedules.

Schedule of Net Position by Component
Schedule of Changes in Net Position
Schedule of Fund Balances — Governmental Funds

Schedule of Changes in Fund Balances — Governmental Funds

Sources: The information in the following schedules is derived from the State’s Comprehensive Annual Financial Reports.
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Schedule of Net Position by Component

For the Past Ten Fiscal Years
(accrual basis of accounting, amounts in thousands)

2007 2008 2009 2010

Governmental activities

Net investment in capital aSSets ..........ccovrvrieerreenniinnns $ 81,352,744 $ 84,255,048 $ 83,285,184 $ 84,085,632

Restricted — Expendable...........cccooviviiiiiiiiniiicien, 10,543,602 10,148,648 8,391,814 14,987,867

UNFESEHCE L ..o (56,519,478) (69,346,950) (86,302,434) (103,272,097)
Total governmental activities net position (deficit) ......... $ 35,376,868 $ 25,056,746 $ 5374564 $ (4,198,598)
Business-type activities

Net investment in capital aSSets ...........cccevvveveeiecrererinnns $ 208,268 $ 49510 $ (130,634) $ 89,334

Restricted — Nonexpendable .................. — — — —

Restricted — Expendable...........cocooiiiiiiiiiiiiiicen, 8,574,932 6,853,621 3,855,051 3,404,682

UNFESEICIEA ..o 2,430,492 3,009,297 717,740 (4,250,609)
Total business-type activities net position (deficit) .......... $ 11213692 $ 9912428 $ 4442157 $ (756,593)
Primary government

Net investment in capital assets ..........cccccceveevvviveiriiverenene. $ 81,561,012 $ 84,304,558 $ 83,154,550 $ 84,174,966

Restricted — Nonexpendable ............cccccooevvieviiiicieiennn, — — — —

Restricted — Expendable...........cccovveiiiiiiiiiniiiiccenn, 19,118,534 17,002,269 12,246,865 18,392,549

UNFESEICIEA .. (54,088,986) (66,337,653) (85,584,694) (107,522,706)
Total primary government net position (deficit) ............. $ 46590560 $ 34,969,174 $ 9,816,721 $ (4,955,191)

! Governmental activities’ unrestricted net position reflects a negative balance because of outstanding bonded debt issued to build capital assets

for school districts and other local governmental entities.

2 In fiscal year 2011, the net position of governmental activities and business-type activities changed primarily as a result of the reclassification of

the $1.2 billion beginning net position of the California State University Fund from a governmental fund to an enterprise fund.

3 In fiscal year 2014, the net position of governmental activities and business-type activities changed primarily as a result of the reclassification of
the $380 million beginning net position of the Public Buildings Construction Fund from an enterprise fund to an internal service fund.

4 1n fiscal year 2015, the net position of governmental activities and business-type activities significantly decreased as a result of implementing
GASB Statements No. 68 and No. 71 requiring the recognition of net pension liability and related pension expense and deferred outflows

and inflows of resources.
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20112 2012 2013 20143 20154 2016

$ 85460957 $ 80,768,527 $ 84,931,030 $ 94,001,659 $ 100,694,652 $ 104,596,917
27,865,821 24,871,510 24,315,913 24,950,740 26,632,502 29,060,971
(123,783,314)  (123,897,753) _ (117,383,903)  (116,948,128)  (169,744,967)  (168,542,861)

$ (10456536) $ (18,257,716) $ (8,136,960) $ 2004271 $ (42,417,813) $ (34,884,973)

$ 1382957 $ 1561258 $ 1,718,648 $ 2,065550 $ 2,278,252 $ 2,520,621

21,812 21,584 20,627 16,219 13,448 8,653
3,615,945 4,571,036 5,151,915 4,897,314 4,523,496 5,750,634
(4,214,494) (3,346,849) (2,824,738) (1,661,692) (5,360,817) (3,707,406)

$ 806,220 $ 2,807,029 $ 4066452 $ 5317391 $ 1454379 $ 4,572,502

$ 86843914 $ 82329785 $ 86649678 $ 96,067,209 $ 102,972,904 $ 107,117,538
21,812 21,584 20,627 16,219 13,448 8,653
31,481,766 29,442,546 29,467,828 29,848,054 31,155,998 34,811,605
(127,997,808)  (127,244,602)  (120,208,641)  (118,609,820)  (175,105,784)  (172,250,267)

$ (9,650,316) $ (15450,687) $ (4,070508) $ 7,321,662 $ (40,963434) $ (30,312,471)
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Schedule of Changes in Net Position

For the Past Ten Fiscal Years
(accrual basis of accounting, amounts in thousands)

Governmental activities
Expenses

General government ® ............ccooovvvooierveceeenee s

Education .........

Health and human Services ...,
Natural resources and environmental protection ..........
Business, consumer services, and housing ...................

Transportation ..

Corrections and

rehabilitation

Interest on long-term debt ...

Total expenses

Program revenues
Charges for services:
General gOVErNMENt 1 ........cooovvvvveeeereeee e,

Education ........

Health and human Services ..o
Natural resources and environmental protection .......

Business, consu
Transportation .
Corrections and

mer services, and housing ................

rehabilitation ..........ccoevevveviieicinnn,

Operating grants/contributions ............cccecervvvvveieniinenes
Capital grants/contributions ...........ccccoevierirnnieieninnnens

Total program

FEVENUES ..o

Total governmental activities net program expenses .....

General revenues and other changes in net position
General revenues:
Personal iNCOME taXes ........ccccvrvrveeiiniiieinsee e
Sales and USE TaXES .....cvviveveiiriiiee e
Corporation taxes

Special item

Motor Vehicle eXCISE tAXES 2 ......vveveeeeeeeeeeeeeeeeeeeeesenn,

Insurance taxes
Other taxes? ....

Investment and INtErest ..........ccovvvvvevieivieciecee e
ESCREAL ...t

Transfers ...............
Total general revenues

and other changes in net position ...........cccceveeieririnen.
Total governmental activities change in net position .....

! Tax relief program expenses and revenues reported separately prior to fiscal year 2009 are now included with “general government.”

2007 2008 2009 2010
$ 14,261,590 13,187,080 13,895,948 12,454,969
61,542,105 65,130,420 65,643,486 61,764,385
69,979,980 74,309,784 79,077,015 80,799,454
5,316,769 6,333,252 5,626,359 6,019,104
1,214,740 1,129,063 1,518,402 979,962
9,763,200 13,068,043 11,980,315 14,155,767
8,945,325 10,504,182 10,835,203 10,310,229
2,596,316 4,184,631 3,801,283 4,146,259
173,620,025 187,846,455 192,378,011 190,630,129
4,495,166 4,404,126 4,781,126 4,918,132
2,689,906 3,343,205 3,483,072 4,231,692
4,751,011 5,191,548 4,256,069 3,769,794
2,110,593 2,648,952 2,578,738 2,597,712
704,512 692,348 658,486 654,034
4,040,268 3,987,958 4,210,461 5,420,261
30,821 27,702 21,592 18,097
43,440,102 45,849,413 57,828,622 75,469,783
1,164,526 1,207,101 1,142,691 962,388
63,426,905 67,352,353 78,960,857 98,041,893
(110,193,120) _ (120,494,102) _ (113,417,154) _ (92,588,236)
53,272,229 55,355,266 45,709,344 43,866,857
35,427,013 34,856,824 31,244,979 33,784,106
11,211,267 11,207,468 10,741,140 9,472,611
2,165,567 2,190,870 2,063,555 2,235,251
5,939,890 5,594,970 5,264,685 5,234,531
730,066 639,059 175,584 114,933
334,002 282,287 315,642 149,996
29,855 54,994 21,015 (13,441,875)
109,109,889 110,181,738 95,535,944 81,416,410

$  (1,083,231)

$ (10,312,364)

$ (17,881,210)

$ (11,171,826)

2 Motor vehicle excise taxes, reported separately in fiscal year 2012 due to material increases, were included with “other taxes” in prior years.

3 In fiscal year 2014, a component unit assumed debt on behalf of the primary government. In fiscal year 2016, the California State University,

an enterprise fund, assumed debt on behalf of the Public Buildings Construction Fund, an internal service fund.

#1n fiscal year 2011, the California State University Fund was reclassified from a governmental fund to an enterprise fund.
5 In fiscal year 2014, the Public Buildings Construction Fund was reclassified from an enterprise fund to an internal service fund.
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2011 % 2012 2013 2014° 2015 2016
13,520,557 14,411,737 15,390,100 14,292,179 15,804,281 16,686,037
56,486,944 51,288,647 50,586,387 54,719,677 59,521,018 65,467,497
92,475,364 89,939,730 94,069,749 105,037,102 122,063,805 127,543,288
5,853,278 5,950,635 5,670,922 5,854,685 6,419,591 6,988,442
1,405,019 1,241,269 1,475,486 589,715 903,782 814,676
11,119,644 13,719,927 12,836,192 13,427,229 12,897,591 12,120,820
10,295,564 10,343,574 10,081,736 11,234,705 11,483,573 11,875,294
4,377,064 4,365,181 4,349,632 4,699,265 4,880,625 4,231,581
195,533,434 191,260,700 194,460,204 209,854,557 233,974,266 245,727,635
5,057,082 6,841,334 6,196,586 5,994,608 6,502,363 6,525,736
110,423 81,212 64,480 67,165 53,498 66,298
8,471,261 4,940,650 8,761,781 7,961,897 8,259,696 10,630,859
2,797,264 2,866,232 3,269,315 3,403,524 4,546,413 4,823,861
660,196 724,222 682,503 586,055 626,960 823,189
4,010,433 4,342,668 4,082,616 4,247,258 4,382,901 4,532,300
14,981 16,757 45,153 13,645 18,557 19,411
67,849,215 58,777,006 60,943,536 69,861,130 84,896,237 86,628,827
1,272,326 2,193,189 1,669,021 1,515,890 1,319,430 1,480,351
90,243,181 80,783,270 85,714,991 93,651,172 110,606,055 115,530,832
(105,290,253)  (110,477,430)  (108,745213)  (116,203,385)  (123,368,211)  (130,196,803)
51,719,107 54,368,347 67,502,738 68,793,292 78,098,865 80,303,076
33,521,221 31,216,438 33,839,065 36,477,724 38,224,080 39,121,061
9,384,416 8,629,935 7,289,910 9,102,128 10,720,647 9,213,173
— 5,263,435 5,219,605 5,777,167 5,393,994 5,028,589
2,311,880 2,408,473 2,295,579 3,359,043 3,926,319 4,203,885
7,768,010 2,368,748 2,498,248 2,302,231 2,235,498 2,158,874
62,946 72,237 57,285 80,969 58,016 131,615
229,146 372,215 551,580 487,937 400,807 304,960
— — — (54,537) — 40,516
(3,251,598) (2,031,032) (1,997,759) (2,296,010) (2,554,970) (2,800,101)
101,745,128 102,668,796 117,256,251 124,029,944 136,503,256 137,705,648
(3,545,125) (7,808,634) 8,511,038 7826559 $ 13,135,045 7,508,845

(continued)
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Schedule of Changes in Net Position (continued)

For the Past Ten Fiscal Years
(accrual basis of accounting, amounts in thousands)

2007 2008 2009 2010
Business-type activities
Expenses
EIECHIIC POWET ..o $ 5865000 $ 5362000 $ 4560000 $ 3,908,000
WaALer RESOUICES ......oovieiiiieie et 951,590 1,009,214 914,837 1,069,662
Public Buildings CONStruction  ...........oo..coovvveevvvrseeennn. 334,777 371,904 420,465 494,332
State LOEIY ©ovcveveicecieiec e 3,470,615 3,173,060 3,069,365 3,166,447
Unemployment Programs ....... 9,136,218 10,622,582 19,609,068 29,614,598
California State University 4 — — — —
High Technology Education 22,704 16,916 15,590 15,025
State University Dormitory Building
Maintenance and EQUIPMENL ..........ooeeririiciinicins 844,798 699,018 486,349 856,106
State Water Pollution Control Revolving ..........ccccccevvnee. 12,702 13,056 12,261 16,893
HOUSING LOAN .o 127,206 132,101 130,777 122,114
Other enterprise Programs ..........ccovecereieerieeseereseseeesnens 141,859 122,921 147,441 130,329
TOtal EXPENSES .....vevieiceeiiisieie e 20,907,469 21,522,772 29,366,153 39,393,506
Program revenues
Charges for services:
EIECITIC POWET ..o.vviviiiiceee s 5,865,000 5,362,000 4,560,000 3,908,000
Water RESOUICES .....ccvviiiiiie ittt 951,590 1,009,214 914,837 1,069,662
Public Buildings Construction S e 396,895 384,816 366,151 430,069
STALE LOLEEIY .o 3,461,699 3,242,828 3,051,320 3,145,259
Unemployment Programs .........cooceerernnerennnecnenieenens 9,017,969 8,829,018 14,273,975 11,255,098
California State UNIVersity  ..........oo.ccoovvovemvererrerenrcesnnnes — — — —
High Technology EAUCALioN ...........cccceiriineienininciiee 22,966 20,600 15,975 13,015
State University Dormitory Building
Maintenance and EQUIPMENL ..........cooeervrivirerinnieienininns 554,851 640,208 811,454 599,571
State Water Pollution Control Revolving .........cccocceeeanne 78,564 71,404 59,923 56,121
HOUSING LOAN ...oviviiieeiie e 130,293 130,139 109,636 85,321
Other enterprise Programs ..........c.cceereerenireserenesreenenennns 134,018 137,476 124,952 98,957
Operating grants/CoNntributions ............ccceovvvrerinneiennnnnns — — — —
Capital grants/contributions ...........ccccoveerrnsiennscenean 182,989 189,064 71,882 91,808
Total program reVENUES ...........ccoeeereerereeeseeesee e 20,796,834 20,016,767 24,360,105 20,752,881
Total business-type activities
net program revenues (EXPENSES) ......covveererrrvererenrneerennnen, (110,635) (1,506,005) (5,006,048) (18,640,625)
Other changes in net position
SPeCal ItEM 2 ... — — — —
TIRANSTEIS .o (29,855) (54,994) (21,015) 13,441,875
Total business-type activities change in net position ........... (140,490) (1,560,999) (5,027,063) (5,198,750)

Total primary government change in net position .............. $ (1,223,721)

$ (11,873,363)

$ (22,908,273)

$ (16,370,576)
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2011 2012 2013 2014 2015 2016

$ 2317000 $ 915,000 $ 488,000 $ 835,000 $ 799,000 $ 728,000

1,115,793 1,047,574 1,127,195 983,048 1,019,378 1,086,650
390,173 403,853 410,404 — — —
3,507,524 4,431,709 4,499,451 5,078,935 5,560,299 6,315,957
25,619,138 21,111,658 17,599,219 13,673,403 11,390,227 11,458,966
5,851,355 6,181,397 6,196,541 6,544,936 6,847,789 7,199,277
9,590 7,778 6,568 847 — —
10,953 8,780 3,698 5,072 9,082 11,814
104,667 89,570 70,356 57,206 58,280 55,627
118,006 78,601 58,578 79,641 77,475 84,188
39,044,199 34,275,920 30,460,010 27,258,088 25,761,530 26,940,479
2,317,000 915,000 488,000 835,000 799,000 728,000
1,115,793 1,047,574 1,127,195 983,048 1,019,378 1,086,650
456,467 428,260 616,041 — — —
3,484,689 4,484,291 4,445,921 5,077,976 5,553,418 6,367,902
24,678,783 21,947,781 18,597,962 15,167,258 13,402,902 13,866,028
2,505,545 2,915,123 2,891,432 3,014,030 3,113,988 3,172,154
10,498 8,452 5,585 424 — —
55,957 57,540 60,173 62,985 65,959 70,245
89,224 84,830 66,050 65,247 57,742 53,617
105,676 74,693 80,540 77,671 78,625 82,029
1,216,808 1,249,995 1,323,345 1,491,559 1,666,292 1,764,962
86,272 106,057 142,304 80,903 107,746 66,914
36,122,712 33,319,596 29,844,548 26,856,101 25,865,050 27,258,501
(2,921,487) (956,324) (615,462) (401,987) 103,520 318,022
— — — (26,913) — —
3,251,598 2,031,032 1,997,759 2,296,010 2,554,970 2,800,101
330,111 1,074,708 1,382,297 1,867,110 2,658,490 3,118,123

$ (3,215014) $ (6,733926) $ 9893335 $ 9693669 $ 15793535 $ 10,626,968

(concluded)
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Schedule of Fund Balances — Governmental Funds

For the Past Ten Fiscal Years
(modified accrual basis of accounting, amounts in thousands)

2007 2008 2009 2010
General Fund
RESEIVEA ... $ 2596537 $ 2113149 $ 2260504 $ 1,320,782
UNFESEIVEU ..ot (4,504,075) (6,282,018) (18,344,400) (20,929,640)
NONSPENADIE ... — — — —
RESIIICIEA ... — — — —
COMMITIEA ... — — — —
UNASSIGNEA ..o — — — —
Total General FUNd ..o $ (1,907,538) $ (4,168,869) $ (16,083,896) $ (19,608,858)
All other governmental funds
RESEIVEA ... $ 21,955,300 $ 19,512,083 $ 27,465566 $ 41,087,578
Unreserved, reported in:
Special revenue funds ... (914,843) (1,817,290) (3,539,254) (8,554,611)
Capital projects funds ..........ccoceoveeieiiicieneeeee e (1,128,608) (837,349) 686,113 838,879
NONSPENAADIE ... — — — —
RESIFCTEA ... — — — —
COMMITIE ..., — — — —
ASSIGNEA ... — — — —
UNASSIGNEA ...ttt — — — —
Total all other governmental funds ..........cc.cccoeeevrvrcieininnnn, $ 19,911,849 $ 16,857,444 $ 24,612,425 $ 33,371,846

Note: In fiscal year 2011, the State implemented GASB Statement No. 54, which significantly changed the fund balance
classifications. Fiscal year 2011 and subsequent fund balance classifications are not comparable to prior years’ classifications.

Y In fiscal year 2011, the California State University Fund, which consisted of $1.2 billion beginning fund balance, was reclassified from

a governmental fund to an enterprise fund.
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20111 2012 2013 2014 2015 2016
$ — 3 — 3 —  $ — % — 3 —
148,019 7,614 140,107 128,609 53,431 75,939
156,496 80,849 178,643 394,246 2,266,635 4,044,911
29,850 19,600 22,879 125,120 102,793 68,102
(20,273,606)  (23,069,351)  (14,596,085) (8,092,571) (4,651,491) (3,827,224)
$ (19,939241) $ (22,961,288) $ (14,254456) $ (7,444596) $ (2.228632) $ 361,728
$ — 3 — % — 3 — 3 — 3 —
39,448 — 15,022 27,260 5,620 11,188
27,709,325 24,790,661 24,137,270 24,269,093 24,224,167 24,885,166
2,701,702 2,109,089 2,318,035 2,914,747 4,090,563 5,652,478
268,888 3 209,171 18,857 16,767 14,622
(21,847) (103,177) (176,066) (20,145) (6,456) (1,037)
$ 30,697,516 $ 26,796,576 $ 26,503,432 $ 27,209,812 $ 28,330,661 $ 30,562,417
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Schedule of Changes in Fund
Balances — Governmental Funds

For the Past Ten Fiscal Years
(modified accrual basis of accounting, amounts in thousands)

2007

2008

2009

2010

Revenues
Personal iINCOME TAXES ....c.vecveeeeiiiiie ettt

$ 53,289,524

$ 55,197,062

$ 45,482,726

$ 43,884,798

Sales aNd USE TAXES ...cvevvvverereirieieeieisiee et 35,451,311 34,764,651 31,425,308 33,696,412
Corporation taxes 11,210,267 11,201,468 10,738,140 9,467,611
MOtOr VEhiCle eXCISE taXES L ........vveeeeeereeeeeeseeeeeeere e — — — —
INSUFANCE TAXES ..veiiivieiciee ettt ettt evee et ve e b 2,165,567 2,190,870 2,063,555 2,235,251
OhEr tAXES L oo, 5,800,027 5,675,894 5,245,416 5,235,801
INtergovernmMental ...........ococovieiiiinecce e 46,442,519 48,969,006 61,053,091 79,183,291
Licenses and Permits ........ccoeivrerieeneiseniee e 5,266,142 5,326,854 5,805,369 6,900,747
Charges fOr SEIVICES .....cviiiiiieiieicere e 911,387 1,025,569 986,773 974,181
Fees and Penalties ...........cccoeieeieieieieee e 6,093,948 6,800,633 6,204,288 7,291,894
Investment and INErest .........cccocoeereienercieneecee e 1,555,202 1,591,025 1,108,058 281,881
ESCREAL .....cveveiec e 334,002 282,287 315,642 149,996
OBNET ottt 3,732,591 4,265,010 3,933,035 3,555,282
TOLAl FEVENUES ..ot 172,252,487 177,290,329 174,361,401 192,857,145
Expenditures
General government 2 e 14,062,920 12,745,860 13,075,901 12,036,503
EAUCALION ... 61,103,008 64,367,612 63,857,066 59,229,726
Health and human Services .........cccovveienrveiinscenssenen 70,157,806 74,102,708 78,731,136 80,321,470
Natural resources and environmental protection .................. 5,191,078 6,123,609 5,209,684 5,456,904
Business, consumer services, and housing ..............ccccevnee. 1,214,752 1,239,397 1,266,068 1,088,494
TranSPOIAtioN ........covveiiiicecieeccee e 11,485,069 14,747,506 13,803,518 14,083,790
Corrections and rehabilitation ............ccccovieiiinnieiniiennn, 9,030,299 9,972,507 9,883,593 9,553,992
Capital OULIAY .....coviveeice 1,345,021 1,724,074 1,432,376 1,691,674
Debt service:
Bond and commercial paper retirement ...........cccccoovevennen. 5,691,791 8,970,533 5,131,600 3,259,203
Interest and fiscal Charges ..........ccocevveveveiiiciieccce 2,881,849 3,394,433 3,584,358 4,022,922
Total eXPENITUIES ......oovveieeiieeceeeeee e 182,163,593 197,388,239 195,975,300 190,744,678
Excess (deficiency) of revenues over (under) expenditures.. (9,911,106) (20,097,910) (21,613,899) 2,112,467
Other financing sources (uses)
General obligation bonds and commercial paper issued ....... 9,040,500 14,193,760 16,764,085 12,039,472
Revenue bonds iSSUB ........ccccoveceeveiiecee e — — 97,635 —
Refunding/remarketing debt issued ............ccccovrvveieniiiinne. 9,098,376 1,798,685 — 4,176,050
Payment to refund/remarket long-term debt .............cccoevnnvee (7,840,621) (1,844,006) — (4,221,604)
Premium on bonds isSUed > ............coovvovveeeeeereeeecesseeceeneenne — 295,439 126,107 267,980
Proceeds from 10aNS .........ccvevviiiiiie i — — — 1,996,737
CaPital 108SES # ... 178,936 268,686 364,813 811,816
TraNSTEIS N w.vcvieiicci e 9,311,462 11,414,132 6,776,476 6,548,447
B LIS (=T 601U AP (9,242,771) (11,336,764) (6,689,658) (19,952,766)
Total other finanCing SOUICES ........ccccvvvevveriiieceee e 10,545,882 14,789,932 17,439,458 1,666,132
Total change in fund balance .............cocoeevvveeesiccceeene, $ 634,776 $ (5,307,978) $ (4,174441) $ 3,778,599
Debt service as a percentage of noncapital expenditures ......... 4.7% 6.3% 4.5% 3.9%

' Motor vehicle excise taxes, reported separately in fiscal year 2012 due to material increases, were included with “other taxes” in prior years.

2 Tax relief program expenditures reported separately prior to fiscal year 2009 are now included with general government.
3 Prior to fiscal year 2008, premiums on bonds issued were netted against debt service interest and fiscal charges.
4 In fiscal year 2011, the California State University Fund was reclassified from a governmental fund to an enterprise fund.
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2011* 2012 2013 2014 2015 2016

$ 51,691,153 $ 54,442,733 $ 67,424,576 $ 68,771,667 $ 78245616 $ 79,934,285

33,488,805 31,205,183 33,869,961 36,409,311 38,389,972 39,136,040
9,433,416 8,609,935 7,261,910 9,242,454 10,780,647 9,214,173
— 5,263,435 5,219,605 5,777,167 5,393,994 5,028,589
2,311,881 2,408,473 2,295,579 3,359,043 3,926,319 4,203,885
7,829,662 2,306,717 2,425,184 2,297,025 2,312,875 2,185,690
69,160,916 62,235,671 64,418,808 73,000,600 87,740,667 91,069,753
6,767,437 6,600,001 6,659,078 6,957,117 7,270,994 7,612,551
1,008,647 728,980 741,201 769,302 849,895 870,142
10,262,387 8,315,452 10,673,104 9,757,476 10,510,727 11,882,699
212,116 175,898 135,928 137,754 119,690 232,285
229,146 372,215 551,580 488,945 406,899 305,394
2,941,484 2,542,505 3,227,347 2,903,335 3,975,144 4,049,789

195,337,050 185,207,198 204,903,861 219,871,196 249,923,439 255,725,275

12,997,651 13,484,305 15,748,069 14,778,214 16,202,395 16,715,892
55,547,139 50,362,337 49,692,763 53,309,436 62,952,621 65,213,542
91,941,309 89,473,391 94,621,630 104,781,494 122,259,036 127,201,314

5,254,757 5,358,575 5,318,332 5,508,860 6,006,446 6,278,363
1,183,536 1,219,499 1,259,392 621,037 670,774 1,130,213
13,181,390 15,684,611 15,008,671 15,721,532 15,137,217 14,814,829
9,253,791 9,805,846 9,681,086 10,395,234 11,182,926 11,450,980
1,128,011 1,296,413 1,222,342 1,909,010 1,019,335 1,492,442
3,118,906 4,435,992 5,189,150 7,002,941 8,482,380 6,929,866
4,355,110 4,453,643 4,363,260 4,321,040 4,473,799 4,057,907

197,961,600  195574,612 202,104,695 218,348,798 248,386,929 255285348

(2,6245550)  (10,367,414) 2,799,166 1,522,398 1,536,510 439,927

4,525,000 4,165,515 4,038,095 5,082,305 4,343,165 4,074,980
— 4,300,555 4,634,365 2,077,330 5,086,100 5,220,320

— (4,508,834) (3,174,613) (328,024) (3,865,093) (4,378,328)

32,607 667,931 964,211 505,026 1,116,811 1,037,920
35,538 — — — — —
204,631 528,804 710,440 1,486,204 625,282 1,148,774
8,705,229 5,523,644 2,957,762 4,041,250 5,344,134 4,385,123
(11,902,800) (7,499,131) (4,898,754) (6,304,047) (7,934,754) (7,130,142)
1,600,205 3,178,484 5,231,506 6,560,044 4,715,645 4,358,647

$ (1,024,345 $ (7,188,930) $ 8,030,672 $ 8082442 $ 6,252,155 $ 4,798,574

3.8% 4.6% 4.8% 5.2% 5.2% 4.3%
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Revenue Capacity

Revenue capacity schedules contain information to help the reader assess the State’s capacity to raise
revenue and the sources of that revenue. This section includes the following revenue capacity
schedules.

Schedule of Revenue Base
Schedule of Revenue Payers by Industry/Income Level

Schedule of Personal Income Tax Rates
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Schedule of Revenue Base

For the Past Ten Calendar Years
(amounts in thousands)

2006 2007 2008 2009
Personal Income by Industry
(all items restated as footnoted)
Farm armings ........c.cooeeereerienisnsneeese e, $ 10,502,902 $ 12,862,117 $ 10,766,257 $ 11,973,440
Forestry, fishing, and other natural resources ................ 5,833,348 6,094,846 6,089,767 6,147,847
MINING ©eevii s 5,211,109 5,194,458 7,140,140 4,119,811
Construction and ULIItIES .........cccoereeeinceineeeniias 96,033,933 89,077,633 75,328,934 65,061,973
MaNUFACTUIING ..vvvveeii s 122,827,189 125,304,412 123,299,811 113,518,283
Wholesale trade ........ccceeeireineeeeeceeeeeeeeens 54,764,594 58,385,776 57,972,229 52,454,196
Retail trade 81,580,803 80,873,164 73,042,916 68,818,022
Transportation and Warehousing ..........cccoceeeervrnicrnnnan. 31,793,178 33,337,952 32,451,085 30,688,997
Information, finance, and iNSUraNCe ..........cc.ccceeevvevenen, 126,375,035 127,946,372 118,123,454 120,213,222
Real estate and rental and 1€asing ..........ccccoevvveeercinennn. 31,859,819 25,073,627 32,287,873 33,903,893
SEIVICES 1.t 395,786,577 416,568,707 436,006,483 419,074,508
Federal, CIVIlIan ..o, 20,978,437 21,578,358 22,347,584 23,426,267
MITIEAIY oo 12,812,404 13,447,304 14,560,197 15,558,704
State and local gOVErnMeNt ...........ccceevrvvvceniiciiene 164,416,341 176,638,739 185,038,204 184,143,378
OthEI? ..o 364,143,953 391,468,081 422,075,503 411,546,787
Total personal iNCOME ........cccccvevieirieveiiiceee e $1,524,919,622 $1,583,851,546 $1,616,530,437 $ 1,560,649,328
Average effective rate SN 5.1% 5.0% 5.7% 5.2%

Source: Bureau of Economic Analysis, U.S. Department of Commerce

1 2006-2014 information updated.

2 Other personal income includes dividends, interest, rental income, residence adjustment, government transfers for individuals, and deductions

for social insurance.

% The total direct rate for personal income is not available. The average effective rate equals personal income tax revenue divided by adjusted

gross income.
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2010 2011 2012 2013 2014 2015
$ 12433312 $ 14373226 $ 15953332 $ 18,381,388 $ 17,495977 $ 17,605,974
6,566,707 6,854,997 7,638,250 8,068,569 8,522,241 9,203,366
4,514,175 5,106,115 6,001,577 6,428,622 6,651,227 5,608,197
62,660,496 61,873,357 66,556,171 73,683,266 78,847,459 87,898,106
115,688,797 120,111,759 124,899,276 126,311,618 133,530,187 139,691,173
53,682,251 57,472,618 60,035,740 62,295,590 65,623,042 68,608,235
70,039,926 73,130,362 77,231,735 79,105,234 82,313,799 86,231,777
31,303,667 34,174,605 35,593,342 37,370,800 39,795,961 43,261,714
130,736,844 135,518,145 143,425,308 154,787,569 159,689,475 175,851,729
36,358,312 45,843,400 52,588,792 50,457,768 48,428,630 49,896,044
430,851,698 458,596,036 496,398,719 500,793,929 538,770,068 579,603,097
25,978,417 26,293,383 26,445,830 26,044,538 26,690,415 27,752,861
16,264,215 16,059,376 15,919,310 15,351,742 15,063,581 14,701,712
185,265,970 189,759,590 189,141,123 194,484,812 204,595,848 215,902,598
434,789,463 482,266,610 520,738,657 508,391,069 551,905,830 581,852,890

$1,617,134,250 $1,727,433,579

$ 1,838,567,162

$ 1,861,956,514

$ 1,977,923,740

$ 2,103,669,473

4.7% 5.3%

5.0%

6.1%

5.6%

6.1%
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Schedule of Revenue Base (continued)

For the Past Ten Calendar Years
(amounts in thousands)

2006 2007 2008 20091
Taxable Sales by Industry*
Retail
APPATED .. $ 19,829,416 $ 20,855,890 $ 22,120,094
General Merchandise ........ccoocvevveeiieeeeiieceeee e, 59,264,894 59,897,350 56,425,472
SPECIAILY v, 54,695,680 34,122,471 27,380,740
FOOO it 21,864,179 22,461,059 21,504,308
Restaurant and bars ..........ccccceveveieieie e 49,229,418 51,658,575 52,051,404
Household ........cc.ccceoeinee 17,383,449 16,720,852 17,199,187
Building materials .........ccovieiniiiicce e 36,163,326 32,656,324 26,647,007
AULOMOLIVE ..ot 115,154,535 117,864,918 106,555,420
OhBE it 15,481,675 30,787,663 27,434,795
Business and personal service ... 23,650,322 23,355,672 22,045,958
ALLOTNET Lo 146,935,543 150,669,375 152,289,155
Total taxable Sales .........ccceiiiiieiiicc e $ 559,652,437 $ 561,050,149 $ 531,653,540
DireCt SAIES tAX T8 2 ..o e e 5.25% 5.25% 5.25%
Taxable Sales by Industry (Using NAICS Codes) *
Retail and Food Services
Motor VENicle and PArtS QBAIEIS ..ot ettt b et b e b et b b enea $ 44,488,198
Furniture and home TUFNISNINGS STOTES .........oiiuiieiie ettt e et neene e 8,481,020
Electronics and aPPIIANCE SLOTES .......oo.iiiiiieiet ettt et b e et b e bt et b e bbb et et eberenea 13,384,338
Building materials, garden equipment and SUPPHES ..o 23,978,313
FOOO QNG DBVETAGE ...ttt bbbttt b e bt bR b e e e bt b e st e b et et e e b et ek e b e b e ebe e ebenbenea 22,546,285
Health and PErsONAl CAIE SEOTES ........c.ciuiiiiiieiiiieeeie ettt bbb b e st bbb e b e st et et e bt st e st et e e st st e anen 9,244,958
(TR0 [T LIS = L[] TR 39,077,835
Clothing and ClOthiNg ACCESSOMIES STOTES .........ceiuiirtirieiete ettt sttt ettt ettt b e bttt et e b st e e ebe e ne e 25,641,272
Sporting goods, hobby, DOOK and MUSIC SLOFES .........ciiiiiiieiic e 10,294,172
GENETAl MEICNANTISE STOTES ...ttt ettt ettt ettt et et e e bt e e b e e e e b e s e bt e e esaeesebeseebesesseesssbesesbesesstesssbesesseseanes 44,921,639
[\ T o | oL Lo U Y (o] (R (Lt U] 1<) £ R 16,385,169
L0 AR (0]l =1 F= V1 L1 £SO 2,849,864
Food services and drinKiNg PIACES .........coueiiiiiiiiiee ettt b et ene 49,921,543
F AN o) (g L= 010 1 (=1 £ 145,278,339
Lo =L IR =N L] [IET= L= $ 456,492,945
DIFECE SAIES TAX TALE 2 +.vvvovveevereereeeeeeseeseesseeesseessseeseseeseseseesesseeeesseeessees s ee s e eesesee s e eeseeee s es e ees e ees e ee s ee s ee s ees e ees e eeseeees 6.25% 3

Source: California State Board of Equalization (BOE)

! Due to the BOE’s conversion from business coding to North American Industry Classification System (NAICS) coding for the reporting of Taxable
Sales by Industry, industry level data for 2009 and forward is not comparable to that reported for prior years. The NAICS conversion process for over
one million permit holders was not completed until the end of 2008, so 2009 was the first year the BOE used the new format with NAICS codes.

2 The direct sales tax rate used is the state tax rate that provides revenue to the State's General Fund and debt service fund. It does not include the 1%
local tax rate that is allocated to cities and counties.

8 Rate change was effective on April 1, 2009.

4 Rate change was effective on January 1, 2013.
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2010 2011 2012 2013 2014 2015

$ 47355568 $ 53303501 $ 61,547,848 $ 67,986,436 $ 73,232,242 $ 79,563,170

8,742,984 9,280,688 9,937,187 10,645,523 11,408,837 12,169,888
13,749,019 14,297,402 14,744,723 14,765,485 15,148,893 16,349,542
24,750,865 26,064,428 27,438,083 29,680,053 31,299,110 33,659,726
22,787,407 23,606,132 24,511,714 25,289,203 26,298,414 27,939,656

9,525,910 10,309,491 10,787,801 11,294,049 11,640,870 12,364,559
45,226,491 55,210,076 58,006,168 56,860,585 55,733,384 47,397,553
27,267,430 29,600,057 32,357,516 34,918,036 36,822,241 38,438,074
10,365,480 10,602,711 10,751,814 11,113,831 11,056,024 11,341,328
46,323,804 48,219,018 49,996,451 51,431,094 52,013,855 48,371,010
16,569,690 17,187,402 17,880,765 18,382,224 19,024,905 19,852,685

2,830,615 3,081,188 4,375,432 7,296,839 8,292,788 9,531,606
51,282,453 54,755,944 59,037,320 62,776,360 67,864,614 73,889,708

150,570,269 165,050,017 177,014,427 184,399,899 195,985,698 202,290,021

$ 477,347,985 $ 520,568,055 $ 558,387,249 $ 586,839,617 $ 615,821,875 $ 633,158,526

6.25% 6.25% 6.25% 6.50% * 6.50% 6.50%
(concluded)
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Schedule of Revenue Payers by Income Level/ Industry

For Calendar Years 2006 and 2014

Personal Income Tax Filers and Liability by Income Level !

Under
50,000
100,000
150,000
200,000
300,000
400,000
500,000
600,000
700,000
800,000
900,000
1,000,000
2,000,000
3,000,000
4,000,000
$ 5,000,000

Under
50,000
100,000
150,000
200,000
300,000
400,000
500,000
600,000
700,000
800,000
900,000
1,000,000
2,000,000
3,000,000
4,000,000
$ 5,000,000

$ 50,000 oo
to 99,999 i
to 149,999 i
to 199,999 .
to 299,999 ..
to 399,999 ..
to 499,999 ...
to 599,999 ...
to 699,999 ...
to 799,999 i
to 899,999 ...
to 999,999 ..
0 1,999,999 .
0 2,999,999 .
t0 3,999,999 .
t0 4,999,999 ..
and OVEr s

$ 50,000 ..o
to 99,999 .
to 149,999 .
to 199,999 .
to 299,999 .
to 399,999 ..
to 499,999 ...
to 599,999 ...
to 699,999 ..
to 799,999 ..
to 899,999 ...
to 999,999 ..
to 1,999,999 .
0 2,999,999 .
t0 3,999,999 .
0 4,999,999 ...
aNd OVEr s

Source: California Franchise Tax Board

! For California resident tax returns. Calendar year 2014 is the most recent year for which data is available.

2 Amounts are in thousands.
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2006
Number Percent Tax Percent
of Filers of Total Liability 2 of Total
9,154,344 636 % $  1,735639 3.8 %
3,124,860 21.7 5,485,178 12.0
1,120,321 7.8 5,213,440 11.4
401,419 2.8 3,418,630 75
293,496 2.1 4,200,513 9.2
102,006 0.7 2,395,258 5.2
52,115 0.4 1,710,759 3.7
29,757 0.2 1,242,962 2.7
21,085 0.1 1,066,599 2.3
13,970 0.1 826,564 18
10,176 0.1 686,372 15
8,076 0.1 625,027 1.4
30,387 0.2 3,521,137 7.7
8,320 0.1 1,798,113 3.9
3,683 0.0 1,155,898 25
2,097 0.0 871,004 1.9
6,563 0.0 9,762,812 215
14,382,675 100.0 %  $ 45,715,905 100.0 %
2014
Number Percent Tax Percent
of Filers of Total Liability 2 of Total
9,618,850 606 % $ 1,426,734 22 %
3,344,856 21.1 5,754,882 8.8
1,344,009 8.5 6,527,053 10.0
636,172 4.0 5,566,060 85
473,588 3.0 6,834,617 10.4
170,913 11 4,015,091 6.1
81,703 05 2,706,437 4.1
46,780 0.3 1,985,825 3.0
28,648 0.2 1,497,823 2.3
19,264 0.1 1,219,536 1.9
14,760 0.1 1,090,658 17
10,783 0.1 914,837 1.4
41,086 0.3 5,517,828 8.4
10,160 0.1 2,673,193 4.1
4,489 0.0 1,749,934 2.7
2,531 0.0 1,296,972 2.0
7,429 0.0 14,681,417 22.4
15,856,021 1000 %  $ 65,458,897 100.0 %




Statistical Section

For Calendar Years 2006 and 2015

Sales Tax Permits and Tax Liability by Industry

2006 (Using Business Codes) *

Number Percent Tax Percent
of Permits 2 of Total Liability * of Total
Retail:
APPAEL . 45,053 43 % $ 1,041,044 35 %
General merchandise ........cccceeeeeivieeiee e 17,897 1.7 3,111,407 10.4
SPECIAILY o 207,230 19.8 2,871,523 9.7
FOOU .. 24,975 2.4 1,147,869 3.7
Restaurant and bars ..........ccccvvevvevieieieneie e, 88,021 8.4 2,584,544 8.7
HOUSENOID ... 34,168 3.3 912,631 3.1
Building materials ..........ccocovvveriiieiieieceeceie, 11,760 11 1,898,575 6.5
AULOMOTIVE ... 37,649 3.6 6,045,613 21.1
OFNT oo 23,245 2.2 812,788 2.8
Business and personal Service ..........ccccooevevvrenncriennnn 103,343 9.9 1,241,642 4.2
AlLOTNET ..o 455,017 43.3 7,714,116 26.3
TOtaAl oo, 1,048,358 100.0 % $ 29,381,752 100.0 %

2015 (Using NAICS Codes) *

Number Percent Tax Percent
of Permits 2 of Total Liability * of Total
Retail and Food Services:
Motor vehicle and parts dealers ............ccoceovvervrnreane. 36,153 32 % $ 4,773,790 12.6 %
Furniture and home furnishings stores 21,267 19 730,193 1.9
Electronics and appliance Stores .........cc.ccoeeevvevivennan. 26,931 24 980,973 2.6
Building materials, garden equipment & supplies ..... 18,774 1.7 2,019,584 5.3
Food and beverage .........cooverivieeniincenee e 35,056 3.1 1,676,379 4.4
Health and personal care stores 35,149 3.1 741,874 2.0
Gasoling StatioNS ........ccceeeveeicieecie e 9,917 0.9 2,843,853 7.5
Clothing and clothing accessories Stores ................... 106,337 9.7 2,306,284 6.1
Sporting goods, hobby, book & music stores ............ 37,274 33 680,480 1.8
General merchandise StOres .........cocvvvvevveceeveeceeiens 26,744 2.4 2,902,261 7.6
Miscellaneous store retailers ..........cccocovvveiieeiecvennns 192,293 17.2 1,191,161 3.1
NONSLOre retailers .......cc.ccvvveeeiiiceee e, 50,043 45 571,896 15
Food services and drinking places ..........cccccceevrvennan. 107,690 9.6 4,433,383 11.7
All other QULIELS ........cviveiiiieece e 412,959 37.0 12,137,401 31.9
1,116,587 100.0 % $ 37,989,512 100.0 %

Source: California State Board of Equalization (BOE)

! Due to the BOE’s conversion from business coding to North American Industry Classification System (NAICS) coding for the reporting of Taxable
Sales by Industry, industry level data for 2009 and forward is not comparable to that reported for prior years. The NAICS conversion process for over
one million permit holders was not completed until the end of 2008, so 2009 was the first year the BOE used the new format with NAICS codes.

2 As of July 1.

% Calculated by multiplying the taxable sales by industry shown on pages 258 and 259 by the direct sales tax rate. Amounts are in thousands.

261



State of California Comprehensive Annual Financial Report

Schedule of Personal Income Tax Rates

For Calendar Years 2006-2015

Married Filing Jointly and Surviving Spouse

2006 2007 2008 2009
Tax Rate ! Income Level Income Level Income Level Income Level
1.0 Up to $13,244 Up to $13,654 Up to $14,336 Up to $14,120
2.0 13,245 - 31,396 13,655 — 32,370 14,337 - 33,988 14,121 - 33,478
4.0 31,397 — 49,552 32,371 -51,088 33,989 — 53,642 33,479 - 52,838
6.0 49,553 - 68,788 51,089 — 70,920 53,643 — 74,466 52,839 — 73,350
8.0 68,789 — 86,934 70,921 - 89,628 74,467 — 94,110 73,351 — 92,698
9.3 86,935 — 1,000,000 89,629 — 999,999 94,111 - 1,000,000 92,699 — 1,000,000
10.3 $1,000,001 and over $1,000,001 and over $1,000,001 and over $1,000,001 and over
11.3 — — — —
12.3 — — — —
13.3 — — — —
Single and Married Filing Separately
2006 2007 2008 2009
Tax Rate ! Income Level Income Level Income Level Income Level
1.0 Up to $6,622 Up to $6,827 Up to $7,168 Up to $7,060
2.0 6,623 — 15,698 6,828 — 16,185 7,169 — 16,994 7,061 -16,739
4.0 15,699 — 24,776 16,186 — 25,544 16,995 - 26,821 16,740 - 26,419
6.0 24,777 — 34,394 25,545 - 35,460 26,822 — 37,233 26,420 - 36,675
8.0 34,395 - 43,467 35,461 — 44,814 37,234 — 47,055 36,676 — 46,349
9.3 43,468 — 1,000,000 44,815 - 1,000,000 47,056 — 1,000,000 46,350 - 1,000,000
10.3 $1,000,001 and over $1,000,001 and over $1,000,001 and over $1,000,001 and over
11.3 — — — —
12.3 — — — —
13.3 — — — —
Head of Household
2006 2007 2008 2009
Tax Rate ! Income Level Income Level Income Level Income Level
1.0 Up to $13,251 Up to $13,662 Up to $14,345 Up to $14,130
2.0 13,252 - 31,397 13,663 — 32,370 14,346 — 33,989 14,131 - 33,479
4.0 31,398 - 40,473 32,371 -41,728 33,990 - 43,814 33,480 - 43,157
6.0 40,474 - 50,090 41,729 - 51,643 43,815 - 54,225 43,158 - 53,412
8.0 50,091 — 59,166 51,644 — 61,000 54,226 — 64,050 53,413 - 63,089
9.3 59,167 — 1,000,000 61,001 — 1,000,000 64,051 — 1,000,000 63,090 — 1,000,000
10.3 $1,000,001 and over $1,000,001 and over $1,000,001 and over $1,000,001 and over
11.3 — — — —
12.3 — — — —
13.3 — — — —

Source: California Franchise Tax Board (FTB)

L FTB tax brackets are indexed to the California Consumer Price Index and are adjusted accordingly on a yearly basis.

Average Effective Rate

(amounts in thousands)

Personal income tax revenue *
2

Adjusted gross inCOMe < ......ccoceeervrrnienens
Average effective rate 3 e

2006 2007 2008 2009

$ 50,798,418 $ 53,289,524 $ 55,197,062 $ 45,482,726

$ 990,695,484 $1,059,967,500 $ 972,420,100 $ 881,160,200
5.1% 5.0% 5.7% 5.2%

! Personal income tax revenue is reported on a fiscal year basis.
2 Source: California Franchise Tax Board. Fiscal year 2015 information reflects returns processed as of November 2016.
3The average effective rate equals personal income tax revenue divided by adjusted gross income.
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Married Filing Jointly and Surviving Spouse

2010 2011 2012 2013 2014 2015
Income Level Income Level Income Level Income Level Income Level Income Level
Up to $14,248 Up to $14,632 Up to $14,910 Up to $15,164 Up to $15,498 Up to $15,700

14,249 - 33,780
33,781 -53,314
53,315 -74,010
74,011 - 93,532
93,533 -1,000,000

14,633 — 34,692
34,693 - 54,754
54,755 - 76,008
76,009 - 96,058
96,059 - 1,000,000

14,911 - 35,352
35,353 - 55,794
55,795 - 77,452
77,453 - 97,884
97,885 — 500,000

15,165 — 35,952
35,953 - 56,742
56,743 — 78,768
78,769 — 99,548
99,549 - 508,500

15,499 - 36,742
36,743 - 57,990
57,991 - 80,500
80,501 - 101,738
101,739 — 519,688

15,701 - 37,220
37,221 - 58,744
58,745 - 81,546
81,547 — 103,060
103061 - 526,444

$1,000,001 and over $1,000,001 and over 500,001 - 600,000 508,501 — 610,200 519,689 — 623,624 526445 - 631,732
— — 600,001 — 1,000,000 610,201 — 1,000,000 623,625 — 1,000,000 631,733 - 1,000,000
— — $1,000,001 and over 1,000,001 - 1,017,000 1,000,001 - 1,039,374 1,000,001 — 1,052,886
— — — $1,017,001 and over $1,039,375 and over $1,052,887 and over
Single and Married Filing Separately
2010 2011 2012 2013 2014 2015
Income Level Income Level Income Level Income Level Income Level Income Level

Upto $7,124 Up to $7,316 Up to $7,455 Up to $7,582 Up to $7,749 Up to $7,850
7,125 - 16,890 7,317 - 17,346 7,456 - 17,676 7,583 - 17,976 7,750 - 18,371 7,851 - 18,610

16,891 - 26,657
26,658 — 37,005
37,006 — 46,766
46,767 — 1,000,000

17,347 - 27,377
27,378 — 38,004
38,005 — 48,029
48,030 -1,000,000

17,677 - 27,897
27,898 — 38,726
38,727 — 48,942
48,943 - 250,000

17,977 - 28,371
28,372 - 39,384
39,385 - 49,774
49,775 - 254,250

18,372 - 28,995
28,996 — 40,250
40,251 - 50,869
50,870 — 259,844

18,611 - 29,372
29,373 -40,773
40,774 - 51,530
51,531 - 263,222

$1,000,001 and over $1,000,001 and over 250,001 - 300,000 254,251 - 305,100 259,845 - 311,812 263,223 - 315,866
— — 300,001 - 500,000 305,101 - 508,500 311,813 - 519,687 315,867 — 526,443

— — 500,001 - 1,000,000 508,501 — 1,000,000 519,688 — 1,000,000 526,444 - 1,000,000

— — $1,000,001 and over $1,000,001 and over $1,000,001 and over $1,000,001 and over

Head of Household
2010 2011 2012 2013 2014 2015
Income Level Income Level Income Level Income Level Income Level Income Level

Up to $14,257 Up to $14,642 Up to $14,920 Up to $15,174 Up to $15,508 Up to $15,710

14,258 — 33,780
33,781 - 43,545
43,546 - 53,893
53,894 - 63,657
63,658 — 1,000,000

14,643 — 34,692
34,693 - 44,721
44,722 — 55,348
55,349 - 65,376
65,377 — 1,000,000

14,921 - 35,351
35,352 - 45,571
45,572 - 56,400
56,401 - 66,618
66,619 — 340,000

15,175 - 35,952
35,953 - 46,346
46,347 - 57,359
57,360 - 67,751
67,752 — 345,780

15,509 - 36,743
36,744 — 47,366
47,367 - 58,621
58,622 — 69,242
69,243 — 353,387

15,711 - 37,221
37,222 - 47,982
47983 - 59,383
59,384 - 70,142
70,143 - 357,981

$1,000,001 and over $1,000,001 and over 340,001 - 408,000 345,781 — 414,936 353,388 — 424,065 357,982 — 429,578
— — 408,001 - 680,000 414,937 - 691,560 424,066 — 706,774 429,579 — 715,962
— — 680,001 — 1,000,000 691,561 — 1,000,000 706,775 — 1,000,000 715,963 - 1,000,000
— — $1,000,001 and over $1,000,001 and over $1,000,001 and over $1,000,001 and over
2010 2011 2012 2013 2014 2015
$ 43,884,798 $ 51,691,153 $ 54,442,733 $ 66,220,132 $ 67,584,256 $ 76,879,115
$ 939,888,500 $ 980,167,100 $1,087,823,400 $1,091,080,300 $1,216,002,700 $1,265,341,200
4.7% 5.3% 5.0% 6.1% 5.6% 6.1%
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Debt Capacity

Debt capacity schedules contain information to help the reader understand the State’s outstanding
debt, the capacity to repay that debt, and the ability to issue additional debt in the future. This section
includes the following debt capacity schedules.

Schedule of Ratios of Outstanding Debt by Type
Schedule of Ratios of General Bonded Debt Outstanding
Schedule of General Obligation Bonds Outstanding

Schedule of Pledged Revenue Coverage

Sources: Unless otherwise noted, the information in the following schedules is derived from the State’s Comprehensive
Annual Financial Reports.
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Schedule of Ratios of Outstanding Debt by Type

For the Past Ten Fiscal Years
(amounts in thousands, except per capita)

Governmental activities

General obligation bonds ¥ .............ccooovvvioeemeecieeeeceeeee,
Revenue bonds  ..........oo..ccoovvveecrmerevcinnnenes

Certificates of participation and

commercial paper B e

Capital lease obligations 4

Total governmental activities ....................

Business-type activities

General obligation bonds L .............cccoovvviieimvecieenecieeeec,
Revenue bonds 2 ..............ccoovvvecoenvvecciinnnnns
Commercial PAPET ......cocveieiriereieieeeee e
Capital lease obligations .............cccccrvrnnen.
Total business-type activities ..........cccrereeneieneneeseeeeee

Total primary government ...........ccccceevene.

Debt as a percentage of personal income >’

Amount of debt per capita® 7 ...........ccc.........

2007 2008 2009 2010
50,269,442 $ 56,424,532 $ 68,653,507 $ 77,745,789
8,009,784 7,811,832 7,767,855 7,611,939
1,358,051 1,736,089 1,407,908 1,342,119
4,346,179 4,376,410 4,456,039 4,967,290
63,983,456 70,348,863 82,285,309 91,667,137
1,954,220 1,907,243 1,702,377 1,477,663
22,934,094 23,003,097 23,053,114 24,538,094
179,782 67,204 51,307 64,518
25,068,096 24,977,544 24,806,798 26,080,275
89,051,552 $ 95,326,407  $ 107,092,107 $ 117,747,412
5.8% 6.0% 6.6% 7.5%
2472 $ 2630 $ 2926 $ 3,186

Note: Details regarding the State’s outstanding debt can be found in Notes 9, 12, 13, 15, and 16 of the financial statements.

L Prior to fiscal year 2008, net unamortized bond premiums and refunding gains/losses were not included. Beginning in fiscal year 2013,
refunding gains/losses are no longer included in bonds payable, but are shown as deferred inflows and deferred outflows of resources.

2 prior to fiscal year 2014, the Public Buildings Construction Fund was included in business-type activities.

3 All certificates of participation were retired in fiscal year 2016.

4 Prior to fiscal year 2014, governmental activities reported a capital lease obligtion to the Public Buildings Construction Fund. In fiscal year 2014,
the fund was reclassified from an enterprise fund to an internal service fund and the governmental activities’ obligation and the fund’s net
investment in direct financing leases were netted against each other within governmental activities.

5 Ratio calculated using personal income data shown on pages 276 and 277 for the prior calendar year.

6 Amount calculated using population data shown on pages 276 and 277 for the prior calendar year.

" Some prior years were updated based on more current information.
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2011 2012 2013 2014 2015 2016
$ 79,469,085 $ 81,060,111 $ 82,346,211 $ 83,276,347 $ 80,509,802 $ 79,043,295
7,511,092 7,421,198 7,735,053 18,917,443 18,409,971 17,210,499
1,335,340 46,098 538,593 598,094 493,770 771,215
4,882,233 5,176,341 5,319,487 260,088 274,760 370,182
93,197,750 93,703,748 95,939,344 103,051,972 99,688,303 97,395,191
1,218,639 1,118,634 887,053 674,394 650,133 794,369
23,290,315 24,790,918 25,558,129 12,991,827 12,670,619 13,928,374
139,974 67,325 77,560 204,647 237,186 47,416
791,489 817,687 909,871 1,250,274 1,210,409 389,385
25,440,417 26,794,564 27,432,613 15,121,142 14,768,347 15,159,544

$ 118,638,167

$ 120,498,312

$ 123,371,957

$ 118,173,114

$ 114,456,650

$ 112,554,735

7.3%

$ 3,178

7.0%

$ 3,196

6.7%

$ 3,242

6.3%

$ 3,076

5.8%

$ 2,951

5.4%

$ 2,875
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Schedule of Ratios of General Bonded Debt Outstanding

For the Past Ten Fiscal Years
(amounts in thousands, except per capita)

2007 2008 2009 2010
Net general bonded debt
General obligation bonds ¥ .............ccooovvvioeemeecieeeeceeeee, $ 43,234,702 $ 47,828,805 $ 61,724,439 $ 71,284,447
Economic ReCOVery Bonds .........ccccovveieninnicinniceieee 8,988,960 10,502,970 8,631,445 7,939,005
Less: restricted debt service fund ..........ccoceveeeiiieiiiinenes, 792,841 552,326 894 113,172
Net Economic Recovery bonds 2 e 8,196,119 9,950,644 8,630,551 7,825,833
Net general bonded debt $ 51,430,821 $ 57,779,449 $ 70,354,990 $ 79,110,280
Net general bonded debt
as a percentage of personal income S e 3.4% 3.6% 4.4% 5.1%
Amount of net general bonded debt per capita® ...................... $ 1,428 $ 1,594 $ 1,922 $ 2,140

Note: Details regarding the State’s general bonded debt outstanding can be found in Note 15 of the financial statements.

L Prior to fiscal year 2008, net unamortized bond premiums and refunding gains/losses were not included. Beginning in fiscal year 2013,
refunding gains/losses are no longer included in bonds payable, but are shown as deferred inflows and deferred outflows of resources.
2 In fiscal year 2016, the outstanding balance of the Economic Recovery bonds were defeased and the balance in the restricted debt service

fund was transferrred out.

3 Ratio calculated using personal income data shown on pages 276 and 277 for the prior calendar year.

4 Amount calculated using population data shown on pages 276 and 277 for the prior calendar year.
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2011 2012 2013 2014 2015 2016

$ 73516,674 $ 75791,795 $ 78,001,049 $ 79,368,794 $ 80,215650 $ 79,837,664

7,171,050 6,386,950 5,232,215 4,581,745 944,285 —
143,777 330,297 278,425 318,171 818,321 —
7,027,273 6,056,653 4,953,790 4,263,574 125,964 —

$ 80,543,947 $ 81848448 $ 82,954,839 $ 83,632,368 $ 80,341,614 $ 79,837,664

5.1% 4.8% 4.6% 4.5% 4.1% 3.8%

$ 2,157 % 2171 $ 2179 $ 2,176 $ 2071 $ 2,040
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Schedule of General Obligation Bonds Outstanding

June 30, 2016

(amounts in thousands)

Governmental activity

California Clean Water, Clean Air, Safe Neighborhood Parks and Coastal Protection ............cc.ccccceeenvnnnne.
California Library Construction and RENOVALION ..........cccoiiiiiiiiiiei e
California Park and Recreational Facilities
CalifOrNia PArKIANGS ........c.eiieeeeee ettt et e e b et e e e eae e re e
California Safe DINKING WALET ........oueiiiiieieee ettt b et bese e be e nesnenea
California Stem Cell RESEAICH and CUIES ........ceiiiiiiiieiie ettt st eeeneene s
California Wildlife, Coastal, and Park Land CONSEIVALION ..........cveeiciieiciieeciee ettt
Children’s Hospital
Class Size Reduction Public EAUCAtioN FACIHIILIES ..........ccoiiiiiiieiciieee e
Clean Air and Transportation IMPrOVEMENT .........couciieiiiirieereieeee ettt e e seesesie e e seeneseens
CHBAN WVALET ...ttt et h et b e h e b ekt et e b e b e e e b e b e R e ek e e e b e b e st et et et e et eneebe e aneanenes
Clean Water and Water CONSEIVALION .........co.ciiiiiieiiieeite et ste ettt e bbbt et se e nneneane e
Clean Water and Water Reclamation ..... SO SOURUROTRRPRURRRRN
Community Parklands ...........c.cccceeveennne. ettt ettt ettt es
County Correctional Facility Capital EXPENITUIE ..........cooeiiiiieeeieee e
County Correctional Facility Capital Expenditure and Youth FaCility ..........cocooeiiiiiinciniiceee e
Disaster Preparedness and FI00d PreVENTION ..........ccciiiiiiiiiieieesee e
Earthquake Safety and Public Building Rehabilitation . USRI
Fish and Wildlife Habitat Enhancement ...............c........ ettt bttt ean
Higher EAUCAtION FACIHTTIES ......c.iieiiiii ettt e et e et n e ene s
Highway Safety, Traffic Reduction, Air Quality, and POrt SECUIILY ..........ccoeireiiiiieieieeseeeceece e
HOUSING EMEIGENCY SNEILET ... et b et snene s
Housing and HOMEIESS ........cccooviiireiiiiceeec e
Kindergarten-University Public Education Facilities ....
Lake Tahoe ACQUISITIONS ........cccoevererrrieeneeceee e
NEW PriSON CONSIIUCTION ...ttt ettt b ettt e s e b et ebe et e et e e ereebeneenan
Passenger Rail and CIEAN Al ........coii ettt e ettt ettt ne st neeeeneene s
PUDIIC EAUCAtION FACKHITIES ... evieeiiieiieeie ettt et st ebe e
Safe, Clean, Reliable Water SUPPIY .....cooiiiiiiiiee e e
Safe Drinking Water, Clean Water, Watershed Protection, and Flood Protection .............cccceeveeniiineiiennnns,
Safe Drinking Water, Water Quality and Supply, Flood Control, River and Coastal Protection ...................
Safe NeighDOrNOOU PAIKS ........co.oiiieie ettt ettt sttt sae e e
Safe, Reliable High-Speed Passenger TIAIN ..o e
School Building and EArtNQUAKE ..........couoiiiiiiieee ettt
School Facilities
SEISMIC REIIOTIT ...ttt b et b e st et e et e b e st et et e b e e eneebe e enenneneaneas
State, Urban, and COASTAl PAIK ........c.ooociiiiiii ettt ettt e st e et e s st e s s b e s s eate s sabeesbaesnes
VBLEIANS" HOIMIES ...ttt bbb bbbt e bt bbb e bt bt e b e e s b et et e b e eb e e bt eb e e ne e st e ne e e
Veterans Housing and Homeless Prevention
\Voting Modernization
WWALET CONSEIVALION ...tttk etttk ettt e et b et h e b et e b e e e b2 e b e e eb e e b e s e ebe st e b e et eneebe e eseebenearenraneas
Water Conservation and Water QUANILY ........cccoeiuiiiiiiiiee e
Water Quality, SUPPIY, & INFraSTIUCTUIE .......oiviiiiiiieee e
Water Security, Clean Drinking Water, Coastal and Beach Protection .............c.ccoeoevioiiennisiniiciicicene

Total gOVErNMENTAl ACTIVITY ......ccoiviieiiiiiic e

Business-type activity

California Water ReSoUrces DEVEIOPMENT .........c.cviiiriiiiiiieii e
Veterans Farm and Home Building

Total DUSINESS-TYPE ACTIVITY ..ovvuviviiiiiiieciee ettt

Total outstanding general obligation DONAS ..........ccccviiiiiiiiiiieicce e

Unamortized bond premiums/diSCOUNTS .........ccvcviiiiiiiiiieiiiiiee et b e erens
Total general obligation bonds PAYADIE ...

Source: California State Treasurer’s Office
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2,014,645
248,510
11,125
2,340
50,760
1,237,730
103,865
1,295,415
5,292,785
707,065
8,835
3,990
18,795
2,455
13,595
62,810
2,228,850
62,785
4,760
344,435
16,375,915
1,716,540
1,330
30,242,130
100
26,935
33,980
1,276,995
510,025
1,329,560
2,748,930
1,379,620
758,975
13,300
957,705
1,094,480
3,555
34,495
1,725
11,755
20,965
25,095
20,500
2,641,595

74,941,755

135,045
657,215

792,260

75,734,015
4,103,649

79,837,664
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Schedule of Pledged Revenue Coverage

For the Past Ten Fiscal Years
(amounts in thousands)

Net Revenue Debt Service Requirements 3
Gross Operating Available for
June30  Revenue' Expenses 2 Debt Service Principal Interest Total Coverage
Housing Loans 2007 $ 130,128 $ 19,062 $ 111,066 $ 292,461 $ 33,959 $ 326,420 0.34
2008 130,139 21,263 108,876 56,225 33,333 89,558 1.22
2009 109,636 21,838 87,798 22,205 33,699 55,904 1.57
2010 85,321 16,404 68,917 111,085 34,874 145,959 0.47
2011 89,224 15,802 73,422 130,770 32,619 163,389 0.45
2012 84,830 20,322 64,508 88,105 24,914 113,019 0.57
2013 66,050 18,369 47,681 51,554 16,271 67,825 0.70
2014 65,247 19,452 45,795 47,620 14,926 62,546 0.73
2015 57,742 24,413 33,329 12,960 14,095 27,055 1.23
2016 53,428 21,916 31,512 64,085 21,525 85,610 0.38
Water Resources 2007 $ 951590 $ 694,060 $ 257530 $ 70,860 $ 123,376 $ 194,236 1.33
2008 989,275 773,362 215,913 100,945 114,213 215,158 1.00
2009 914,837 694,598 220,239 80,347 130,219 210,566 1.04
2010 1,042,843 837,459 205,384 97,360 124,296 221,656 0.93
2011 1,096,196 880,540 215,656 108,870 117,668 226,538 0.95
2012 1,045,812 852,404 193,408 116,150 121,804 237,954 0.81
2013 1,127,195 822,637 304,558 174,660 145,660 320,320 0.95
2014 973,508 798,653 174,855 150,911 107,727 258,638 0.68
2015 1,019,378 607,407 411,971 203,481 200,563 404,044 1.02
2016 1,086,650 796,591 290,059 171,455 84,099 255,554 1.14
Water Pollution 2007 $ 78564 $ 3387 $ 75177 $ 22850 $ 9,178 $ 32,028 2.35
Control 2008 71,404 4,521 66,883 23,585 8,422 32,007 2.09
2009 59,923 4,416 55,507 22,930 7,747 30,677 1.80
2010 53,365 9,880 43,485 23,655 6,928 30,583 1.42
2011 49,585 4,876 44,709 24,390 5,996 30,386 1.47
2012 50,183 2,849 47,334 24,285 4,984 29,269 1.62
2013 51,642 1,055 50,587 45,755 533 46,288 1.09
2014 54,968 1,739 53,229 13,000 355 13,355 3.99
2015 56,350 1,092 55,258 13,000 293 13,293 4.16
2016 59,034 321 58,713 13,000 2,199 15,199 3.86

(continued)

Source: California State Controller’s Office

-

[N

o g~ w

Total gross revenue includes non-operating interest revenue. Building authorities' revenue includes operating transfers in. The nature of the revenue
pledged for each type of debt is as follows: investment and interest earnings for Housing Loans bonds and Water Pollution Control bonds; charges for
services and sales for Water Resources bonds; power sales revenue for Electric Power bonds; rental revenue for Public Buildings Construction bonds,
High Technology Education bonds, CSU Channel Island Financing Authority bonds, and building authorities bonds; residence fees for California
State University bonds; tobacco settlements and investment earnings for the Golden State Tobacco Securitization Corporation bonds; and federal
transportation funds for Grant Anticipation Revenue Vehicles.

Total operating expenses are exclusive of depreciation, interest expense, and amortization (recovery) of long-term prepaid charges. Prior to fiscal
year 2012, bond issuance costs were amortized over the term of the bond. Beginning fiscal year 2012, bond issuance costs are operating expenses in
the fiscal year incurred.

Debt service requirements include principal and interest of revenue bonds.

All revenue bonds have been redeemed.

In fiscal year 2011, the California State University Fund was reclassified from a governmental fund to an enterprise fund.

Federal transportation funds are the only source of state revenue to pay these bonds, and the state obligation to pay debt service on these bonds is
limited to and dependent on receipt of the federal funds.

271



State of California Comprehensive Annual Financial Report

Schedule of Pledged Revenue Coverage (continued)

For the Past Ten Fiscal Years

(amounts in thousands)

Net Revenue

Debt Service Requirements 3

Electric Power

Public Buildings
Construction

High Technology
Education*

California State
University ®

272

Gross Operating Available for

June30  Revenue '’ Expenses 2 Debt Service  Principal Interest Total Coverage
2007 $5,865,000 $4,843,000 $ 1,022,000 $ 447,000 $ 448,000 $ 895,000 1.14
2008 5,362,000 4,323,000 1,039,000 470,000 447,000 917,000 1.13
2009 4,560,000 3,604,000 956,000 493,000 399,000 892,000 1.07
2010 3,908,000 3,007,000 901,000 518,000 373,000 891,000 1.01
2011 2,317,000 1,427,000 890,000 460,000 344,000 804,000 1.11
2012 915,000 29,000 886,000 556,000 354,000 910,000 0.97
2013 488,000 (408,000) 896,000 574,000 341,000 915,000 0.98
2014 835,000 (46,000) 881,000 611,000 312,000 923,000 0.95
2015 799,000 (132,000) 931,000 618,000 268,000 886,000 1.05
2016 728,000 (182,000) 910,000 669,000 253,000 922,000 0.99
2007 $ 396,895 $ 3699 $ 393196 $ 365953 $ 324,246 $ 690,199 0.57
2008 384,816 33,566 351,250 342,582 331,355 673,937 0.52
2009 366,151 78,489 287,662 360,559 335,248 695,807 0.41
2010 430,069 120,565 309,504 377,998 367,055 745,053 0.42
2011 423,775 507 423,268 394,490 383,185 777,675 0.54
2012 426,960 13,211 413,749 405,585 384,400 789,985 0.52
2013 616,041 13,479 602,562 554,985 395,073 950,058 0.63
2014 431,890 14,403 417,487 412,085 439,888 851,973 0.49
2015 462,703 3,646 459,057 782,975 492,868 1,275,843 0.36
2016 413,807 6,455 407,352 1,192,065 452,796 1,644,861 0.25
2007 $ 22966 $ 1514 $ 21452 $ 25624 $ 21,062 $ 46,686 0.46
2008 20,600 3,511 17,089 22,265 13,344 35,609 0.48
2009 15,975 3,837 12,138 36,730 11,704 48,434 0.25
2010 13,015 5,009 8,006 19,665 9,977 29,642 0.27
2011 10,498 681 9,817 19,995 8,878 28,873 0.34
2012 8,452 — 8,452 21,105 7,754 28,859 0.29
2013 5,585 — 5,585 22,275 6,568 28,843 0.19
2014 424 — 424 24,771 847 25,618 0.02
2007 $ 554851 $ 689,223 $ (134,372) $ 99,598 $ 31,149 $ 130,747 (1.03)
2008 640,209 511,895 128,314 105,229 115,928 221,157 0.58
2009 811,454 261,628 549,826 43,572 129,238 172,810 3.18
2010 599,572 577,765 21,807 47,815 151,988 199,803 0.11
2011 3,722,414 5,455,059  (1,732,645) 56,344 172,231 228,575 (7.58)
2012 4,165,118 5,770,880  (1,605,762) 138,535 174,914 313,449 (5.12)
2013 4,215,258 5,754,800  (1,539,542) 126,395 181,969 308,364 (4.99)
2014 4,505,589 6,376,502  (1,870,913) 257,964 173,424 431,388 (4.34)
2015 4,780,280 6,363,534  (1,583,254) 400,412 177,642 578,054 (2.74)
2016 4,937,116 6,672,956  (1,735,840) 114,585 166,964 281,549 (6.17)
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CSU Channel Islands
Financing Authority 4

Building
Authorities

Golden State
Tobacco
Securitization
Corporation

Grant Anticipation
Revenue Vehicles

Net Revenue

Debt Service Requirements 3

Gross Operating Available for
June30  Revenue' Expenses 2 Debt Service Principal Interest Total Coverage
2007 7,397 8 7,389 — 6,951 6,951 1.06
2008 245 13 232 — 556 556 0.42
2007 $ 81,342 68 $ 81274 $ 45437 $ 29,228 $ 74,665 1.09
2008 79,077 68 79,009 47,475 27,260 74,735 1.06
2009 78,733 68 78,665 48,594 25,028 73,622 1.07
2010 76,535 — 76,535 50,948 34,058 85,006 0.90
2011 63,168 — 63,168 51,957 20,071 72,028 0.88
2012 57,386 — 57,386 36,473 22,889 59,362 0.97
2013 53,441 — 53,441 38,400 18,390 56,790 0.94
2014 53,157 — 53,157 39,895 29,882 69,777 0.76
2015 54,090 — 54,090 38,800 19,701 58,501 0.92
2016 48,722 — 48,722 19,815 14,502 34,317 1.42
2007 $ 413,246 — $ 413246 $ 133555 $ 276,965 $ 410,520 1.01
2008 445,097 — 445,097 129,120 326,631 455,751 0.98
2009 493,448 — 493,448 116,960 320,679 437,639 1.12
2010 393,487 — 393,487 138,260 316,038 454,298 0.87
2011 361,974 — 361,974 60,230 315,268 375,498 0.96
2012 368,853 — 368,853 65,765 312,815 378,580 0.97
2013 555,392 — 555,392 623,510 308,056 931,566 0.60
2014 355,918 — 355,918 50,910 325,884 376,794 0.94
2015 414,992 — 414,992 133,900 292,173 426,073 0.97
2016 365,300 — 365,300 70,535 299,935 370,470 0.99
2007 $ 72,149 — $ 72149 $ 49,190 $ 22,959 $ 72,149 1.00
2008 71,945 — 71,945 50,985 20,960 71,945 1.00
2009 77,193 — 77,193 55,275 21,918 77,193 1.00
2010 83,272 — 83,272 62,335 20,937 83,272 1.00
2011 84,294 — 84,294 64,785 19,509 84,294 1.00
2012 84,290 — 84,290 67,730 16,560 84,290 1.00
2013 84,296 — 84,296 70,990 13,306 84,296 1.00
2014 84,289 — 84,289 74,400 9,889 84,289 1.00
2015 84,289 — 84,289 78,090 6,199 84,289 1.00
2016 11,393 — 11,393 8,970 2,423 11,393 1.00

(concluded)
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Demographic and Economic
Information

The demographic and economic schedules contain trend information to help the reader understand the
environment in which the State’s financial activities occur. This section includes the following
demographic and economic schedules.

Schedule of Demographic and Economic Indicators

Schedule of Employment by Industry
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Schedule of Demographic and Economic Indicators

For the Past Ten Calendar Years

2006 2007 2008 2009
Population (in thousands) *
CalifOrnia ..c.ooveveieee s 36,021 36,250 36,604 36,961
90 CRANGE .ot 0.5% 0.6% 1.0% 1.0%
UNIted SEALES ...eveviiiiiiiiecee s 298,380 301,231 304,094 306,772
90 CRANGE .o e 1.0% 1.0% 1.0% 0.9%
Total personal income (in millions) !
CalifOrNIA c.vevveieiceceec $ 1524920 $ 1583852 $ 1616530 $ 1,560,649
90 CRANGE .ot 7.4% 3.9% 2.1% -3.5%
UNITEd SEALES ...vveeiiiieiieeeeee s $ 11,381,350 $ 11,995419 $ 12,492,705 $ 12,079,444
90 CRANGE .ot 7.3% 5.4% 4.1% -3.3%
Per capita personal income 2
CalifOrNIa oo $ 42334 % 43,692 $ 44162  $ 42,224
90 CRANGE .ot 6.8% 3.2% 1.1% -4.4%
UNITEd SEALES ..eveeiiiiiiiieeee s $ 38,144 % 39,821 % 41,082 $ 39,376
90 CRANGE ... 6.2% 4.4% 3.2% -4.2%
Labor force and employment (in thousands)
California
Civilian 1abor fOrce ........ccocvviciiiiicece 17,687 17,921 18,203 18,208
EMPIOYEd ..o 16,821 16,961 16,890 16,145
UNEMPIOYEM ... 865 960 1,313 2,064
UNemploymeNt Fate .........coevvrirercinreccesesree e, 4.9% 5.4% 7.2% 11.3%
United States employment rate ..........ccccovevvrveciiinicnnenn 4.6% 4.6% 5.8% 9.3%

Source: Economic Research Unit, California Department of Finance; Bureau of Economic Analysis,

United States

Department of Commerce; Labor Market Information Division, California Employment Development

Department; Bureau of Labor Statistics, United States Department of Labor.

1 Some prior years were updated based on more current infomation.
2 Calculated by dividing total personal income by population.
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2010 2011 2012 2013 2014 2015
37,334 37,700 38,056 38,414 38,792 39,145
1.0% 1.0% 0.9% 0.9% 1.0% 0.9%
309,347 311,719 314,103 316,427 318,907 321,419
0.8% 0.8% 0.8% 0.7% 0.8% 0.8%
$ 1617134 $ 1727434 $ 1838567 $ 1,861,957 $ 1977924 $ 2,103,669
3.6% 6.8% 6.4% 1.3% 6.2% 6.4%
$ 12459613 $ 13233436 $ 13,904,485 $ 14,068960 $ 14,801,624 $ 15,463,981
3.1% 6.2% 5.1% 1.2% 5.2% 4.5%
$ 43315 $ 45820 $ 43312 % 48,471  $ 50,988 $ 53,741
2.6% 5.8% 5.4% 0.3% 5.2% 5.4%
$ 40,277  $ 42,453 % 44267  $ 44462  $ 46,414  $ 48,112
2.3% 5.4% 4.3% 0.4% 4.4% 3.7%
18,316 18,385 18,511 18,573 18,941 18,996
16,052 16,227 16,740 17,044 17,600 17,894
2,265 2,158 1,771 1,530 1,341 1,102
12.4% 11.7% 9.6% 8.2% 7.1% 5.8%
9.6% 8.9% 8.1% 7.4% 6.2% 5.3%
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Schedule of Employment by Industry

For Calendar Years 2006 and 2015

2006 2015
Percent Percent
of Total State of Total State
Employees Employment Employees Employment
Industry

SEIVICES ..viviviitiet ettt 6,153,800 39.1 % 7,325,700 44.3 %
Government

Federal .......ccoovieiiiecccecc e 248,600 1.6 244,300 15

MITIEAIY oo 53,900 0.3 59,100 0.4

State and Local ..........ccooevviviiieiiiceececce e 2,203,600 14.0 2,214,600 134
Retail trade .......covevvevieiiiieieceecee e 1,680,100 10.6 1,663,100 10.1
ManufaCturing ......covoevveiieicere e 1,490,900 9.5 1,291,900 7.8
Information, finance, and insurance ............ccccoceevevu.. 1,105,000 7.0 1,008,900 6.0
Construction and ULIlIties ..........cccovevevviviicriii e 990,000 6.3 785,300 4.7
Wholesale trade ........cccovevevieiereieie e 700,300 4.4 721,200 4.4
Transportation and warehousing ............ccccoeevrerenncns 439,800 2.8 496,100 3.0
Farming ..c.ovoeoieiece e 375,200 24 423,300 2.6
REAI ESTALE ...cvveieiecccece e 288,500 18 271,500 1.6
Natural resources and Mining ..........coceeeeervveinrenneens 25,100 0.2 29,100 0.2

TOtAl o, 15,754,800 100.0 % 16,534,100 100.0 %

Source: Labor Market Information Division, California Employment Development Department
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Operating Information

The operating information schedules assist the reader in evaluating the size, efficiency, and
effectiveness of the State’s government. This section includes the following operating information
schedules.

Schedule of Full-time Equivalent State Employees by Function
Schedule of Operating Indicators by Function

Schedule of Capital Asset Statistics by Function
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Schedule of Full-time Equivalent
State Employees by Function

For the Past Ten Fiscal Years

Fiscal Year
2007
2008
2009
2010
2011

Fiscal Year
2012
2013
2014
20157
2016

Natural Resources

Source: Annual Governor’s Budget Summary, California Department of Finance

Health and State and Business, Corrections
General and Human Environmental Consumer Transportation, and
Government Education  Services Protection Services and Housing  Rehabilitation  Total
21,035 134,974 49,533 19,677 15,530 41,314 53,321 335,384
21,825 134,832 49,330 20,868 15,840 42,139 58,284 343,118
22,347 135,720 50,996 21,985 16,350 42,254 60,957 350,609
30,390 133,642 43,663 22,223 15,868 40,590 59,401 345,777
32,535 138,017 48,638 23,611 17,043 44,844 67,272 371,960
Natural Resources Business,
Health and Consumer Corrections
General ! and Human Environmental Services, and
Government Education  Services Protection and Housing Transportation® Rehabilitation  Total
44,673 131,039 46,431 24,199 6,236 41,758 62,472 356,808
43,241 132,492 43,431 23,796 5,395 39,222 58,742 346,319
43,858 136,244 44,343 24,156 5,409 39,015 60,871 353,896
45,383 139,958 44,589 24,996 5,552 39,636 60,745 360,859
42,904 146,552 40,943 22,804 5,083 39,050 53,344 350,680

Note: The number of full-time equivalent employees is calculated by counting each person who works full time as one full-time

equivalent and those who work part time as fractional equivalents based on time worked.

-

Effective July 1, 2013, under the Governor’s 2012 Reorganization Plan No. 2, a significant reorganization took place that impacted previously

reported functions. The Government Operations Agency, including but not limited to Franchise Tax Board, Department of General Services, and the
Public Employees’ Retirement System, was created and added to the General Government function. Also, the business and housing components
under the previously reported Business, Transportation, and Housing function merged with the State and Consumer Services function and the
remaining transportation components now comprise the Transportation Agency. Information reported under the new functions are not comparable to
that of prior years.

N
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State of California Comprehensive Annual Financial Report

Schedule of Operating Indicators by Function

For the Past Ten Fiscal Years

2007 2008 2009 2010
General Government
State Lottery
Total revenue b ........ccoooovevvveeeeeeeeece e $ 3318 $ 3050 $ 2,955 $ 3,041
Allocation to Education Fund * $ 1177 $ 1,069 $ 1,028 $ 1,072
Judicial Council of California
Supreme Court > °
Cases filed .....ooiiiee e 9,198 10,752 9,486 9,759
Cases dISPOSEU .......covevivierecreiciesiee e 9,324 10,593 9,689 9,537
Courts of Appeal
Notices of appeal filed >°
CHVIL i 6,116 5,913 5,958 6,122
CHIMINAL .. 6,508 6,681 6,819 6,857
JUVENIIE .o 2,880 2,900 2,858 2,759
Trial Courts
Total civil cases *°
FIHINGS oot 1,462,820 1,582,092 1,729,648 1,647,817
DISPOSITIONS ....cvvviicicicicese e 1,286,736 1,280,184 1,537,243 1,530,502
Department of Food and Agriculture
Milk production (million 165.) %% ....oooovveieeecree, 40,683 41,203 39,512 40,385
Farm land (thousand acres) > ........ccoooccoomrvvciesrrvccsinne, 25,400 25,400 25,500 25,500
Education
Public Colleges and Universities
Fall enroliment °
Community Colleges O e 1,723,781 1,823,729 1,822,836 1,747,233
California State UNIVersity ..........ccocovvveviiicriiiiceies 433,017 437,008 433,054 412,372
University of California 0 e 220,034 226,040 231,853 234,464
K-12 Schools
Fall enrollment
PUDIIC ..ot 6,286,943 6,275,469 6,252,011 6,190,425
PIVALE .ottt 583,794 564,734 536,393 531,111

Source: California State Lottery; Judicial Council of California; U.S. Department of Agriculture, National Agricultural Statistics
Service; California Departments of the California Highway Patrol, Finance, Fish and Wildlife, Education, Public Health,
Motor Vehicles, Transportation, and Corrections and Rehabilitation; Employment Development Department; California
Energy Commission; and Franchise Tax Board.

! Dollars in millions.

2 Includes death penalty cases, habeas related to automatic appeals, petitions for review, original proceedings, and State Bar matters.

% Includes only one notice of appeal per case.

4 Includes personal injury, property damage, wrongful death, small claims, family law, probate, and other cases.

5 Data based on calendar year.

® Total nonfarm and farm.

’ Data compiled from a 10% sample of California licensed drivers.

8 A center-line mile is measured by the yellow dividing strip that runs down the middle of the road, regardless of the number of lanes on each side.
® Some prior years were updated based on more current information.

10 The amount for fiscal year 2016 is projected.

N/A = Not available
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Statistical Section

2011 2012 2013 2014 2015 2016
3,439 4,371 4,446 5,035 5525 $ 6,276
1,103 1,300 1,262 1,328 1,364 $ 1,563

10,328 9,232 8,027 7,913 7,868 N/A
10,200 9,724 8,493 7,775 7,560 N/A
6,258 6,505 6,052 5,983 6,062 N/A
6,877 6,387 6,004 6,373 7,113 N/A
2,106 2,830 2,713 2,857 3,036 N/A
1,574,569 1,454,810 1,355,345 1,264,123 1,142,937 N/A
1,599,388 1,432,231 1,321,710 1,215,974 1,115,831 N/A
41,462 41,801 41,256 42,339 40,898 N/A
25,600 25,600 25,500 25,500 25,500 N/A
1,655,074 1,582,303 1,582,456 1,578,785 1,588,554 N/A
426,534 436,560 446,530 460,200 474,571 N/A
236,691 238,617 244,126 252,263 257,438 270,112
6,217,002 6,220,993 6,226,989 6,236,672 6,235,520 6,226,737
515,143 497,019 516,119 511,286 503,295 500,543

(continued)
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State of California Comprehensive Annual Financial Report

Schedule of Operating Indicators by Function (continued)

For the Past Ten Fiscal Years

2007 2008 2009 2010
Health and Human Services
Department of Public Health
Vital statistics
Live births > %20 oo 566,137 551,567 526,774 509,974
Department of Social Services
Calfresh programs households (avg. per month) ............... 823,335 892,992 1,067,358 1,340,857
Employment Development Department
Number of employed > %% ..., 15,691,100 15,142,000 14,326,300 14,476,400
Resources
Department of Fish and Wildlife
Sport fishing licenses S0ld © ...........coooooocoorrvveeerreecsseeeeenn. 3,003,783 2,857,236 2,838,776 2,410,008
Hunting licenses sold % ...........cooovveoeereeceeeeeeeeeeeeeceseneennn 1,718,657 1,670,190 1,679,864 1,677,864
California Energy Commission
Electrical energy generation
plus net imports (gigawatt hours) O e 304,909 307,450 298,449 291,184
Business Consumer Services, and Housing
Franchise Tax Board
Personal Income Tax > °
Number of tax returns filed ..........cccooevvviiiiicieie e, 15,016,273 14,806,335 14,638,204 14,814,427
Taxable INCOME ™ .........oooveeeeeceeeeeecee e $ 872,869 $ 799,490 $ 729,658 $ 794,758
Total tax liability  .......ovvvveoeeeeeceeeeec e, $ 49,693 $ 41676 $ 38,870 % 44,472
Corporation Tax®
Number of tax returns filed ..........cccooevvviiiiicieie e, 709,937 722,358 727,675 738,224
Income reported for taxation ¥ ............cccooovvciierrrciinnnnns $ 121,843 $ 67,921 3 55,367 $ 96,965
Total tax liability * .....oooooooveeeeeeeeceeeeeeeeee e $ 9,414 % 9,106 $ 7858 % 8,604
Transportation
Department of Motor Vehicles
Motor vehicle registration S 32,047,124 31,920,649 31,799,398 31,987,821
License issued by age >’
UNder age 18 ....ovoviieieeee e 262,415 244,481 229,545 218,997
Between 18-80 ......cccovveiiiieieiiesie e 22,804,927 22,922,361 22,910,011 23,001,119
OVEI 80E 80 .o 562,518 552,150 560,491 579,397
California Highway Patrol
Total number of DUI arrests > 9 ..........ccccoooorrrervevveeciisssnnn. 92,270 97,019 95,135 89,814
Department of Transportation
Highway center-line miles — rural 58 st 10,830 10,811 10,808 10,785
Highway center-line miles —urban >8 ..............ccccoovvviiinnnnen 4,439 4,393 4,384 4,375
Correctional Programs
Department of Corrections and Rehabilitation
Division of Adult Institutions
Institution population at December 31 each year ........... 170,452 170,283 167,922 162,200
Division of Juvenile Justice®
Institution population at June 30 each year .................... 2,531 1,877 1,589 1,474
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Statistical Section

2011 2012 2013 2014 2015 2016
502,023 503,788 494,390 502,973 491,781 507,917
1,576,042 1,757,387 1,898,283 2,004,016 2,102,031 2,130,583
14,614,600 15,240,400 16,109,200 16,062,300 16,474,800 N/A
2,483,680 2,580,762 2,539,244 2,490,383 2,484,124 2,505,078
1,863,202 1,988,422 2,032,788 1,979,809 2,041,670 2,114,679
293,779 302,320 296,250 297,062 295,405 N/A
15,042,359 15,152,800 15,487,100 15,877,000 16,257,600 N/A
$ 838,347 $ 948,523 $ 949,655 $ 1,064,347 $ 1,107,474 N/A
$ 43921 $ 58,652 $ 55,679 $ 66,583 $ 68,498 N/A
754,315 784,086 801,045 828,080 N/A N/A
$ 93456 $ 96,772  $ 101,913 $ 122,976 N/A N/A
$ 7,808 $ 6,921 $ 7166 $ 8,593 N/A N/A
31,802,483 31,946,422 32,903,847 33,550,486 34,346,325 N/A
227,069 224,809 221,385 223,024 221,250 N/A
23,150,222 23,462,971 23,824,697 24,195,705 25,089,910 N/A
579,207 602,508 597,350 595,739 603,691 N/A
86,901 79,993 76,860 73,425 65,016 55,150
10,780 10,784 10,315 10,312 10,407 N/A
4,353 4,363 4,789 4,787 4,685 N/A
147,181 132,768 134,333 134,431 127,815 129,415
1,263 922 712 675 681 690

(concluded)
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State of California Comprehensive Annual Financial Report

Schedule of Capital Asset Statistics by Function

For the Past Ten Fiscal Years

General Government
Department of Food and Agriculture
Vehicles and mobile equipment * ...........cccoooocomervvecisnrerienn,
Square footage of structures (in thousands) ...........ccc.co..u.
Department of Justice
Vehicles and mobile equipment ...........ccocooerviiiiniiciennn
Department of Military
Vehicles and mobile equipment ...
Square footage of structures (in thousands) ...........cccccou.e.
Department of Veterans Affairs
Veterans NOMES .........oevviiiieirieii e
Vehicles and mobile equipment ...
Square footage of structures (in thousands) ...........cccccou.u.

Education
California State University
Vehicles and mobile equipment * ...........ccoooovcomervveisnrnrienn,
CAMPUSES ..ot
Square footage of structures (in thousands) ...........cccccou.e.

Health and Human Services

Department of Developmental Services
Vehicles and mobile equipment ...
Developmental CENErs ...
Square footage of structures (in thousands) ...........cccccou.u.

Department of State Hospitals 2
Vehicles and mobile equipment ...
State hoSPItalS .......ceveiiiiiic e
Square footage of structures (in thousands) ............ccccoe.e.

Sources: California Department of General Services (DGS)

2007 2008 2009 2010
915 818 803 746
453 453 466 466
966 826 870 816
182 206 182 208
3,388 3,387 3,383 3,154
3 3 5 6
248 251 120 113
1,598 1,598 1,683 1,600
3,343 3,994 4,015 4,338
23 23 23 23
62,198 63,971 66,686 69,049
829 839 701 569
7 7 7 5
5,181 5,186 5,187 5,185
629 638 658 665
5 5 5 5
6,359 6,364 6,348 6,331

L For fiscal year 2008, DGS was not able to obtain complete data from the agency.

2 In fiscal year 2012, portions of the Department of Mental Health became the Department of State Hospitals.

3 In fiscal year 2008, California Highway Patrol purchased numerous vehicles, and in their physical count also included motorcycles, which had not

been reported for previous years.
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2011 2012 2013 2014 2015 2016
809 804 792 747 747 752
466 466 455 455 455 455
677 531 527 520 520 484
249 233 211 211 211 217
3,530 3,511 3,623 4,019 3,977 3,965
6 6 8 8 8 8
132 143 267 285 285 235
2,086 2,086 2,488 2,543 2,541 2,541
4,415 4,415 4,466 4,619 4,619 4,558
23 23 23 23 23 23
71,287 73,785 73,866 73,316 73,988 75,292
818 789 632 424 571 640
5 5 4 4 3 3
5,294 5,294 5,279 5,308 4,699 3,664
709 718 699 886 752 678
5 5 7 7 7 8
6,331 6,336 6,457 6,460 6,445 6,445

(continued)
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State of California Comprehensive Annual Financial Report

Schedule of Capital Asset Statistics by Function (continued)

For the Past Ten Fiscal Years

2007 2008 2009 2010
Resources
Department of Fish and Wildlife
Vehicles and mobile equipment ..........cccocooernicieniiciinnnn 3,311 2,868 3,640 2,630
Square footage of structures (in thousands) ...................... 1,120 1,192 1,269 1,301
Department of Forestry and Fire
Vehicles and mobile equipment ...........ccocooerviiiiniiciennn 2,945 3,043 3,067 2,598
Square footage of structures (in thousands) ...........c..c....... 3,883 3,869 3,851 3,947
Department of Parks and Recreation
Vehicles and mobile equipment ..........ccoovevevviveieiiieeen, 2,988 3,023 3,220 3,102
SEALE PATKS ..o 276 279 278 278
Acres of state park land (in thousands) ..........cccccevveennn. 1,235 1,248 1,331 1,365
Square footage of structures (in thousands) ...........c...c....... 6,350 6,350 6,350 6,350
State Lands Commission
Vehicles and mobile equipment ... 51 49 57 47
Acres of land (in thousands) .........cccccevererernencieneneee 4,492 4,491 4,491 4,491
Business Consumer Services, and Housing
Department of Consumer Affairs
Vehicles and mobile equipment ... 640 726 718 574
Department of General Services
Vehicles and mobile equipment ... 7,330 7,558 6,736 5,761
Square footage of structures (in thousands) ...........c..c....... 18,084 18,084 18,084 18,394
Transportation
California Highway Patrol
Vehicles and mobile equipment 3 ...........cccoooociorrvvccsrnerennn, 4,655 5,228 5,914 5,422
Square footage of structures (in thousands) ...........c.......... 1,110 1,118 1,118 1,135
Department of Motor Vehicles
Vehicles and mobile equipment ...........ccccovveiiniiciennnn 458 434 417 366
Square footage of structures (in thousands) .................... 1,866 1,848 1,855 1,855
Department of Transportation
Vehicles and mobile equipment ... 11,130 11,098 13,346 11,302
Square footage of structures (in thousands) ...........c.......... 6,618 6,229 6,434 6,444
Correctional Programs
Department of Corrections and Rehabilitation
Vehicles and mobile equipment * ...........cccoooocimrrvvecisnrerienn, 6,657 7,908 7,778 5,787
Prisons and juvenile facilities ... 41 41 39 39
Square footage of structures (in thousands) ...........c.cc....... 40,777 40,831 40,852 41,228
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2011 2012 2013 2014 2015 2016
3,180 3,012 2,896 2,954 2,954 3,104
1,313 1,317 1,317 1,311 1,311 1,297
2,804 2,810 2,845 2,748 2,748 3,151
3,943 3,935 3,641 3,632 3,664 3,666
3,715 4,200 3,311 3,489 3,489 3,538

279 280 280 279 280 280
1,334 1,333 1,590 1,590 1,605 1,605
6,433 6,623 6,598 6,751 6,761 6,790

50 42 42 41 41 41
4,491 4,491 4,489 4,489 4,482 4,480
578 574 518 554 554 588
5,670 4,991 5,226 5,053 5,053 4,697
18,602 19,180 19,098 19,367 19,448 19,311
5,337 5,013 5,341 5,170 5,170 5,167
1,135 1,149 1,149 1,166 1,169 1,211

366 366 294 295 295 287

1,842 1,842 1,842 1,845 1,786 1,780
12,759 12,690 11,767 11,596 11,596 11,776
6,519 8,131 8,170 7,960 7,965 7,968
5,985 5,952 5,156 5,137 5,968 5,291
39 39 37 37 39 39
41,399 41,399 40,606 40,726 40,590 40,485

(concluded)
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