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Dear Colleague:

I am pleased to present to you the 2006 California Educational Facilities Authority (“CEFA” or
“Authority”) annual report. Established in 1973, the Authority serves as a conduit issuer of
tax-exempt bonds on behalf of California independent colleges and universities. As of
December 31, 2006, the Authority has issued more than $6.98 billion in tax-exempt bonds,
which has enabled our borrowers to realize their capital and financing objectives.

The annual report highlights the Authority’s activity for the 2006 calendar year. In total, the
Authority approved seven applications and closed eight financings, issuing more than $402
million in debt. As a result of these financings, CEFA borrowers accessed more than $191
million in new money for on-campus capital projects. A partial list of these projects includes
student housing, biology and business buildings, science and research facility construction,
library and campus parking, and renovation of existing facilities. CEFA borrowers were able to
capitalize on low interest rates by refinancing $211 million of prior debt, thus achieving a total
net present value savings of approximately $26.3 million.

The success of the Authority is made possible by the hard work and dedication of its Board
Members and staff. The Authority continues to serve as a valuable resource by assisting higher
educational institutions in expanding educational opportunities for all California students and
their families.

Sincerely,

/M a

JOSE A. GOMEZ
Executive Director
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THE AUTHORITY

The California Educational Facilities Authority (“CEFA” or “Authority”) was established in 1973
and operates pursuant to the California Educational Facilities Authority Act (the “CEFA Act”), as
set forth in the California Education Code, Sections 94100-94216.11.
CEFA was created for the purpose of issuing revenue bonds to assist private nonprofit institutions
of higher learning in the expansion and construction of educational facilities. Because it is
authorized to issue tax-exempt bonds, the Authority may provide more favorable financing to
private institutions than might otherwise be obtainable through commercial loans or other taxable
debt.
The CEFA Act specifically provides that bonds issued by the Authority shall not be a debt,
liability, or claim on the faith and credit or the taxing power of the State of California, or any of its
political subdivisions. The full faith and credit of the participating institution is normally pledged
to the payment of the bonds.
Authority Members

Bill Lockyer Chairman, State Treasurer of California

John Chiang California State Controller

Michael C. Genest  Director, California Department of Finance

Sylvia Scott-Hayes  Trustee, Los Angeles Community College District Board

Michael L. Jackson Vice President, Student Affairs, University of Southern California

CEFA PROGRAMS

Bond Financing — This program provides borrower access to low interest rate capital markets
through the issuance of tax-exempt bonds. Given the cost of issuing bonds, this is the option
usually pursued by borrowers with capital projects in excess of $5 million. Colleges or
universities with more modest financing needs may be grouped or “pooled” by CEFA into a single
bond financing, allowing bond issuance costs to be shared by participants.

In order to meet the requirements for CEFA financing, an institution must:
e Be accredited by the Western Association of Schools and Colleges. Colleges or

universities offering legal education must be accredited by the Committee of Bar
Examiners of the State Bar of California or the American Bar Association.
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CEFA PROGRAMS -cont-

Bond Financing -cont-

e Be non-sectarian, or if any college or university requires its students to take courses in
religion or theology, the application must be accompanied by a factual showing that such
required courses (a) are taught according to the academic requirements of the subject
matter; (b) cover a range of human religious experiences; (c) are not limited to courses
about a particular faith; and (d) are not taught in a manner or for the purpose of
indoctrinating or proselytizing students.

e Have been functional for a minimum of three years prior to submitting an application for
financing and provide three years of audited financial statements.

e Have revenue or collateral sufficient to cover debt service on the proposed financing.

In addition to initial eligibility, the Authority requires borrowers to comply with its Bond Issuance
Guidelines and provide loan security provisions and bond covenants that correspond with its bond
rating. (A complete listing of the Authority’s Bond Issuance Guidelines is provided in Appendix
A of this report.). A CEFA board meeting is scheduled for approval of the financing. When
approved, bonds are issued in either a public or private sale.

Simplified Equipment Financing Program (“SEFP”’) — Designed as a simple, economical, fast,
and practical way for nonprofit colleges and universities to finance a broad range of essential
equipment, the SEFP can be used to fund qualifying purchases of $100,000 or more. Qualifying
purchases include, but are not limited to, computer hardware and software, classroom furnishings
and laboratory equipment, vehicles, heating, ventilation and air-conditioning, and other energy-
efficient projects, and communication systems. CEFA does not charge an application fee for this
program and the financing terms generally range from 3 to 15 years with flexible repayment terms.

Student Loan Programs - In the late 1990s, CEFA developed two fixed interest rate student loan
programs. Bonds were issued in 1997 and 2001 for the Cal Loan Program, which offered
financial needs-based loans. In 1998, bonds were issued for the Cal Edge Loan Program, which
offered credit-based loans.

As the market for student loans shifted from higher fixed interest rates to lower variable rate
interest rates, demand for both of the programs declined significantly, resulting in no new loan
originations in 2006. Currently, the administrator, trustee and servicer continue in their roles as
students repay their outstanding loans. Meanwhile, CEFA continues to explore viable student loan
opportunities to further assist college students and their families in financing the costs of attending
college.
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CEFA PROGRAMS -cont-

Academic Assistance Grant Program — Chapter 1081, Statutes of 2002 (Senate Bill 1624 —
Romero) authorized CEFA to develop a competitive grant program to assist eligible private
colleges and universities in creating and expanding academic assistance programs that enhance
postsecondary educational opportunities for low income and very-low income California students
in grades 7-12. The goal of the Grant Program is to promote access to higher education and to
prepare students for college. The Grant Program is limited to a total of $2 million with a cap of
$250,000 per applicant. Nine schools were awarded grants in 2006. The following table provides
a summary of the grant awards.

| School Amount Awarded Disbursed in 2006
California College of the Arts $ 160,000 $ 53,333
California Institute of Technology 249,872 83,291
Loyola Marymount University 250,000 71,500
Mount Saint Mary’s College 240,000 80,000
Pomona College 250,000 83,333
Scripps College 189,313 94,657
Stanford University 160,000 53,333
University of Southern California 248,858 83,953
University of the Pacific-McGeorge 250,000 83,333
TOTAL $ 1,998,043 $ 686,733

California College of the Arts — The College established a new program in partnership with the
East Oakland School of the Arts. The College is utilizing the grant funding for a mentorship
program focusing on incoming 9™ grade students.

California_Institute of Technology — The Institute administers the “Caltech Rise” program, a
math and science tutoring program for Pasadena Unified School District students. The Institute is
using the grant to expand the tutoring program.

Loyola Marymount University — The University offers the Science and Engineering Community
Outreach Program, a campus-based academic assistance program for low income and under-
represented high school students. The grant is being used to increase the number of high school
participants.

Mount Saint Mary’s College — The College has dedicated their award to expanding their Student
Ambassador Program. The program utilizes Mount Saint Mary’s students, who serve as peer
counselors and mentors in the communities in which they grew up and in their former high
schools.
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CEFA PROGRAMS -cont-

Academic Assistance Grant Program -cont-

Pomona College — The College operates the Summer Scholars Enrichment Program, an
academically intensive, four-week summer program for students in grades 9-12. The grant is being
used to increase the number of low income student participants, to enhance academic assistance
services at the program’s Saturday Academy, and to expand bi-lingual seminars and workshops to
improve family/parental involvement.

Scripps College — The College is utilizing the funding for its Summer Academy Program. They
have created a Saturday academy to provide a monthly writing course, and “College Clubs” at
select middle schools to increase college awareness and preparation. They have also established
mobile homework support centers.

Stanford University — The University’s program compliments Stanford’s Medical Youth Science
Program by offering college-mentoring services for students and their families. The summer
program curriculum has been expanded to include seminars on financial aid and college entrance,
and SAT and ACT preparation.

University of Southern California — The University has established a program to assist college-
ready 12" graders at nine different Los Angeles area high schools. The overall program objectives
are to increase the percentage of college applications by 20%, to increase the percentage of student
admissions to four-year colleges by 10 to 20%, and to increase reading and writing scores on the
college preparatory exam by one grade level.

University of the Pacific - McGeorge — The University’s Pacific Pathways program is a
partnership between the McGeorge School of Law and the School of Law and Public Service at
Sacramento High School. The grant funding is enabling the University to create an internship
program for high school students. Additionally, the school will provide direct one-on-one
mentoring for Sacramento High School students by McGeorge law students, and it will expand
counseling programs for middle school students and high school freshmen and sophomores.

2006 LEGISLATIVE CHANGES

Chapter 714, Statutes of 2006 (Assembly Bill 1341) — The Statute requires CEFA applicants to
provide the Authority with California Environmental Quality Act (CEQA) documentation prior to
receiving approval for the issuance of bonds.

Section 94212 of the CEFA Act was amended to require compliance with Division 13
(commencing with Section 21000) of the Public Resources Code.
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SUMMARY OF 2006 CALENDAR YEAR FINANCINGS

The Authority issued $402,170,000 in debt for seven institutions in 2006. As a result of these
financings, CEFA borrowers accessed more than $191 million in new money for on-campus
capital projects. CEFA borrowers were also able to capitalize on low interest rates by refunding
$211 million of prior debt, thus achieving a total net present value savings of approximately
$26.31 million. The following table provides a summary of all CEFA bond issues closed in 2006.

| School Amount Issued  Closing Date Sr. Manager |
Woodbury University, Series 2006 $ 19,995,000 01/11/06  EJ.DelaRosa&Co, Inc.
Dominican University of California, Series 2006 19,795,000 01/25/06 Prager, Sealy & Co., LLC

Carnegie Institution of Washington, Series 2006A 18,300,000 02/09/06 Lehman Brothers

University of the Pacific, Series 2006 77,180,000 05/31/06 Prager, Sealy & Co., LLC

Santa Clara University, Series 2006 45,000,000 06/08/06 Banc of America Securities LLC

California Institute of Technology, Series 2006 A 82,500,000 07/12/06 Prager, Sealy & Co., LLC

California Institute of Technology, Series 2006 B 82,500,000 07/12/06 Prager, Sealy & Co., LLC

University of San Francisco, Series 2006 56,900,000 07/27/06 Banc of America Securities LLC
TOTAL $ 402,170,000

$19,995,000 Woodbury University, Series 2006 — Bond proceeds were used to fund construction
projects including a new business/multi-purpose building, a studio building, a parking lot and a
residence hall. In addition, the University used a portion of the proceeds to refinance a 1995 CEFA
bond issue, generating approximately $248,820 in net present value savings. The bonds were
issued with fixed interest rates ranging from 4 to 5%.

$19,795,000 Dominican University of California, Series 2006 - Bond proceeds were used to
construct a new science and technology center and to renovate existing facilities to accommodate
the University’s expanding nursing program. In addition, the 1995B CEFA bonds were
refinanced, generating a present value savings of approximately $231,600, or 3.3%. The bonds
were issued with fixed interest rates ranging from 4 to 5%.

$18,300,000 Carnegie Institution of Washington, Series 2006A - Bond proceeds were used to
refinance the CEFA Series 1993A bonds, generating an overall net present value savings of
approximately $3.4 million over the life of the bonds. The bonds were issued with variable interest
rates, which were initially set at 3.05%.

$77,180,000 University of the Pacific, Series 2006 - Bond proceeds were used to construct,
renovate and equip various projects at several campus locations. Projects include the construction
of the University Center building, the biology building and the expansion and renovation of the
law library. Proceeds were also used to refinance a portion of the Series 2000 bonds and all of the
Series 2002 bonds. The net present value savings for the Series 2000 bonds was nearly 7% and for
the Series 2002 bonds the savings was more than 3%. The bonds were issued with fixed interest
rates ranging from 4.75 to 5%.
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SUMMARY OF 2006 CALENDAR YEAR FINANCINGS -cont-

$45,000,000 Santa Clara University, Series 2006 — Bond proceeds were used to construct a new
library, a new business school building and an admissions building. In addition, a portion of the
proceeds was used to refinance the remainder of its 1996 CEFA bond issuance. The refinancing
generated an approximate net present value savings of $2.67 million, or 15.2%. The bonds were
issued with variable interest rates initially set at 3.51%.

$165,000,000 California Institute of Technology, Series 2006A & B - Bond proceeds were used
to complete several projects to enhance facilities, including the restoration of existing student
housing, the construction/renovation of various laboratories, the construction of a campus center
and a child care center, as well as maintenance and upgrades to other buildings. Additionally, a
portion of the Series 2003 CEFA bonds was refinanced. Both Series A & B bonds were issued
with variable interest rates initially set at 3.55%.

$56,900,000 University of San Francisco, Series 2006 — Bond proceeds were used to finance
various capital improvements, including the construction, renovation, remodeling, expansion and
rehabilitation of educational buildings, equipment acquisition and related costs. In addition,
proceeds were used to refinance a portion of the CEFA Series 1996 bonds, providing a net present
value savings of $5.5 million. The bonds were issued with variable interest rates initially set at
3.25%.

CEFA PORTFOLIO

As of December 31, 2006, the Authority had 132 outstanding bond issues totaling $3,464,883,895.
A complete listing of the outstanding bond issues through June 30, 2006 is provided in
Appendix B.

AUTHORITY STAFF

The Authority staff and contact information is provided in Appendix C.



CEFA BOND ISSUANCE GUIDELINES
PER BOND RATING CATEGORY

The following are the Authority’s bond issuance guidelines. These guidelines describe what CEFA would
expect to see given a transaction with a particular rating (or no rating). The Authority reserves the right to use
its discretion as necessary. However, each financing must be reviewed individually and exceptions to these
guidelines may be considered if the applicant demonstrates that such exception is a necessary part of a cost-
effective and prudent borrowing strategy; conversely, the Authority has the flexibility to add additional
requirements as circumstances warrant.

BOND RATING (1)

LOAN SECURITY PROVISIONS

BOND COVENANTS

A/A/A or higher rated debt
(public offering)

. General Obligation Pledge

Reporting Covenants:

Annual submission of Certificate of Compliance with
CEFA Statute, Continuing Disclosure, financial and
other covenants.

Annual submission of Arbitrage Reports to Authority
Annual Audited Financial Statements

Interim internal financial information, if requested

BBB/BBB/Baa
(public offering)

. General Obligation Pledge

. Revenue Pledge

. Debt Service Reserve Account (must be funded
at all times with internal cash, bond proceeds,
letter of credit or surety bond)

e  Secured with real property or other assets with
an appraised value of at least 100% of bond size
(with appropriate release conditions), dependent
on the overall asset base and financial strength
of the applicant

Less than BBB/BBB/Baa
rated debt or unrated debt

. Must be privately placed (in both primary and
secondary markets) with a “Qualified
Institutional Buyer” as defined by SEC Rule
144A, promulgated under the Securities Act of
1933

e Minimum denomination of $100,000

. General Obligation Pledge

. Revenue Pledge

. Debt Service Reserve Account (must be funded
at all times with internal cash, bond proceeds,
letter of credit or surety bond)

e  Secured with real property or other assets with
an appraised value of at least 100% of bond size
(with appropriate release conditions), dependent
on the overall asset base and financial strength
of the applicant

Reporting Covenants:

Annual submission of Certificate of Compliance with
CEFA Statute, Continuing Disclosure, financial and
other covenants.

Annual submission of Arbitrage Reports to Authority
Annual Audited Financial Statements

Interim internal financial information, if requested

Other Covenants

Financial and other covenants as appropriate

1V. Unrated debt for Equipment

Program (for equipment
purchases generally $5
million or less)

Private placements for
colleges with current debt
ratings of BBB/BBB/Baa or
higher.

. Must be privately placed (in both primary and
secondary markets) with a “Qualified
Institutional Buyer” as defined by SEC Rule
144A, promulgated under the Securities Act of
1933

e Minimum denomination of $100,000

Reporting Covenants:

Annual submission of Certificate of Compliance with
CEFA Statute, Continuing Disclosure, financial and
other covenants.

Annual submission of Arbitrage Reports to Authority
Annual Audited Financial Statements

Interim internal financial information, if requested

]

Refers to broad rating categories used by Standard & Poor’s/Fitch/Moody’s, irrespective of rating modifiers (i.e. - 1/2/3 or +/-)

Revision: 9/30/99

APPENDIX A
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CALIFORNIA EDUCATIONAL FACILITIES AUTHORITY

AUTHORITY STAFF

Jose A. Gomez - Executive Director
Ronald Washington - Deputy Executive Director
Ray Artinian - Program Manager

Yassar Dahbour - Treasury Program Analyst

Charles Fitzpatrick - Operations Manager
Amy Fong - Treasury Program Analyst

Evelyn Gorman - Program Manager

Thera Hearne - Treasury Program Analyst

Lan Jaduram - Treasury Program Officer
Martha Maldonado - Treasury Program Officer
Summer Nishio - Treasury Program Analyst

Jim Rennie - Treasury Program Officer

Barry Scarff - Program Manager

Kristine Scully - Treasury Program Officer

Kenna Waddell - Executive Assistant

jgomez@treasurer.ca.qov

rwashington@treasurer.ca.qov

rartinian@treasurer.ca.gov

ydahbour@treasurer.ca.gov

cfitzpatrick@treasurer.ca.qov

afong@treasurer.ca.qov

egorman@treasurer.ca.gov

thearne@treasurer.ca.gov

ljaduram@treasurer.ca.gov

mmaldonado@treasurer.ca.gov

snishio@treasurer.ca.gov

jrennie@treasurer.ca.qov

bscarff@treasurer.ca.gov

kscully@treasurer.ca.gov

kwaddell@treasurer.ca.gov

The offices of the Authority are located at
915 Capitol Mall, Suite 590
Sacramento, CA 95814
Telephone: (916) 653-2872
Fax: (916) 653-2179

www.treasurer.ca.gov/cefa
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