
Due to the existing front-loaded debt service structure, Series Q & R were structured 
with a deferred principal amortization to minimize debt service increases prior to 2021. 

Debt Service Pre Series Q & R Issuance Debt Service Post Series Q & R Issuance 
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~	 Commercial paper is a short-term security issued for purposes of interim 
financing. 

~	 The paper is primarily sold to money market funds. The maturity of 
commercial paper ranges from 1 to 270 days. 

~	 Commercial paper is generally the most flexible and cost-effective interim 
financing vehicle in the market as broker-dealers can adapt to changing 
financial market conditions and find the most efficient maturities for the 
paper. 

~ The Regents CP Program has a total authorization of $2 billion 
~ Today, $1.5 billion is currently rated 

~ CP is most traditionally used by the University for interim capital financing 
~ Also authorized for use for hospital working capital, University working 

capital and equipment 
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On August 4, UC completed a $199.915 million General Obligation Bond 
transaction with the State of California. 

~ 

~ 

~ 

~ 

UC purchased State GO bonds which the State is obligated to redeem on or before November 1, 
2012 

UC funded the purchase of the GO bonds with the issuance of taxable commercial paper 

The transaction enabled the State to resume funding of 18 time-sensitive and high priority voter­
approved GO bond funded projects on eight UC campuses that had been delayed by the State's 
diminished ability to access the capital markets 

~Seven UC instructional and research were over 90% complete, needing only equipment funding 
to be placed in service 

~Other projects included ten telemedicine projects and a Biomedical Sciences Facility on the 
Santa Cruz campus that was in danger of losing its construction bid package 

GO bond interest earnings will be first applied to pay interest expense on the commercial paper 

~ The State is paying a 3.183% interest rate on the bonds to UC, which was 1.00% higher than the 
market index rate for State GO bonds of similar maturity on the day of pricing 

~Currently, taxable commercial paper rates are approximately 0.3% 
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Estimated Monthly Cumulative Cash Shortfall 
Due to State Deferrals 

Key findings 

~ Deferrals include: 

$750 million in 
July to September 
2009 

Up to $500 million 
thereafter 

~ Full repayment not 
expected until 
May/June 2010 
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y Use taxable CP to manage the State cash flow deferrals: 

Preserves STIP flexibility at a time when it is most needed 

More fiscally prudent than long-term borrowing for working capital 

» Issue taxable CP and use proceeds on a monthly basis to make up for State 
deferrals 

> Pay back taxable CP as State reimbursements come in 

» Sufficient CP capacity provided by August General Revenue Bond and 
upcoming Medical Center Pooled Revenue Bond issue 
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~ Short-term rates are at histonic lows. 

~ Long-term rates have also declined. 

~ The issuance of Build America Bonds (BABs) by municipal bond issuers has driven down long-term municipal rates 
- BABs are taxable bonds 
- The U.S. Treasury provides 35% of the interest payment to the issuer 
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