NEW ISSUES - BOOK-ENTRY ONLY Ratings: See “RATINGS” herein

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Board, based upon an analysis of existing laws,
requlations, rulings and court decisions, and assuming, among other matters, the accuracy of certain representations and compliance
with certain covenants, interest on the Series 2018A Bonds is excluded from gross income for federal income tax purposes under
Section 103 of the Internal Revenue Code of 1986 (the “Code”). In the further opinion of Bond Counsel, interest on the Series 2018A
Bonds is not a specific preference item for purposes of the federal alternative minimum tax. Bond Counsel is also of the opinion that
interest on the Series 2018 Bonds is exempt from State of California personal income taxes. Bond Counsel also observes that interest
on the Series 2018B Bonds is not excluded from gross income for federal income tax purposes. Bond Counsel expresses no opinion
regarding any other tax consequences related to the ownership or disposition of, or the amount, accrual or receipt of interest on, the
Series 2018 Bonds. See “TAX MATTERS” herein.

$492,690,000 $171,000,000
TRUSTEES OF THE TRUSTEES OF THE
CALIFORNIA STATE UNIVERSITY CALIFORNIA STATE UNIVERSITY
SYSTEMWIDE REVENUE BONDS SYSTEMWIDE REVENUE BONDS
SERIES 2018A SERIES 2018B (TAXABLE)
Dated: Date of Delivery Due: November 1, as shown on inside cover

The Trustees of the California State University Systemwide Revenue Bonds, Series 2018A (the “Series 2018A Bonds”) and the Trustees
of the California State University Systemwide Revenue Bonds, Series 2018B (Taxable) (the “Series 2018B Bonds” and, together with the
Series 2018A Bonds, the “Series 2018 Bonds”) are being issued by the Trustees of the California State University (the “Board”) pursuant to an
Indenture, dated as of April 1, 2002, as supplemented from time to time, including by a Twenty-Sixth Supplemental Indenture in respect of
the Series 2018A Bonds and a Twenty-Seventh Supplemental Indenture in respect of the Series 2018B Bonds, each dated as of August 1, 2018
(collectively, the “Indenture”), between the Board and the Treasurer of the State of California, as trustee (the “State Treasurer”). The Series
2018 Bonds are being issued to finance and refinance the acquisition, construction, renovation and improvement of certain facilities of the
California State University and to refinance certain prior bonds to achieve debt service savings. See Appendix H—“PROJECTS FINANCED
AND BONDS REFUNDED WITH SERIES 2018 BONDS.”

The Series 2018 Bonds are being issued on a parity with other bonds of the Board that have been issued previously or may be issued in the
future pursuant to the Indenture. The pledge of and lien on the Gross Revenues under the Indenture secures bonds issued under the Indenture
on a parity basis and is senior to other indebtedness of the Board. See “SECURITY FOR THE SERIES 2018 BONDS— Parity Lien Indebtedness;
No Senior Lien Indebtedness.”

The Series 2018 Bonds will be issued in fully registered form in denominations of $5,000 each or any integral multiple thereof, and
following their purchase by the Underwriters will be registered in the name of Cede & Co., as nominee of The Depository Trust Company
(“DTC”), New York, New York. DTC will act as securities depository of the Series 2018 Bonds. Individual purchases will be made in book-entry
form only, in principal amounts of $5,000 and integral multiples thereof. Purchasers will not receive certificates representing their interests in
the Series 2018 Bonds purchased. See “THE SERIES 2018 BONDS—Book Entry Only System.”

Interest on the Series 2018 Bonds is payable semiannually on May 1 and November 1 of each year, commencing May 1, 2019. Principal
of and interest on the Series 2018 Bonds are payable by the State Treasurer, as trustee, to DTC. DTC is required to remit such principal
and interest to its Participants for subsequent disbursement to the Beneficial Owners of the Series 2018 Bonds, as described herein. See
Appendix G—“BOOK-ENTRY ONLY SYSTEM.”

The Series 2018 Bonds are subject to optional redemption and mandatory sinking account redemption as described herein.
See “THE SERIES 2018 BONDS—Redemption.”

MATURITIES, AMOUNTS, INTEREST RATES AND YIELDS OR PRICE
SEE INSIDE COVER

THE SERIES 2018 BONDS ARE LIMITED OBLIGATIONS OF THE BOARD, PAYABLE FROM GROSS REVENUES AND
OTHER AMOUNTS PLEDGED UNDER THE INDENTURE. NEITHER THE PAYMENT OF THE PRINCIPAL OF THE SERIES 2018
BONDS NOR ANY PART THEREOF, NOR ANY INTEREST THEREON, CONSTITUTES A DEBT, LIABILITY OR OBLIGATION OF
THE STATE OF CALIFORNIA. THE SERIES 2018 BONDS ARE NOT SECURED BY A LEGAL OR EQUITABLE PLEDGE OF, OR
CHARGE, LIEN OR OTHER ENCUMBRANCE UPON, ANY OF THE PROPERTY OF THE STATE OF CALIFORNIA OR OF THE
BOARD, EXCEPT TO THE EXTENT OF THE AFOREMENTIONED PLEDGE. THE OWNERS OF THE SERIES 2018 BONDS HAVE
NO RIGHT TO COMPEL THE EXERCISE OF ANY TAXING POWER OF THE STATE OF CALIFORNIA. THE BOARD HAS NO
TAXING POWER.

This cover page contains information for quick reference only. It is not a summary of this issue. Potential investors must
read the entire Official Statement to obtain information essential to making an informed investment decision.

The Series 2018 Bonds are offered when, as and if issued, subject to the approval of certain legal matters by Orrick, Herrington &
Sutcliffe LLP, Bond Counsel to the Board. Certain legal matters will be passed upon for the Board by its General Counsel and for the
Underwriters by Stradling, Yocca, Carlson & Rauth, a Professional Corporation, as Underwriters’ Counsel, and Orrick, Herrington &
Sutcliffe LLP, as Disclosure Counsel to the Board. It is anticipated that the Series 2018 Bonds will be available for delivery to DTC in New
York, New York, on or about August 2, 2018.

Morgan Stanley Goldman Sachs & Co. LLC
RBC Capital Markets Siebert Cisneros Shank & Co., L.L.C.

Alamo Capital Backstrom McCarley Berry & Co., LLC Barclays

Blaylock Van, LLC Cabrera Capital Markets, LLC D.A. Davidson & Co.

Fidelity Capital Markets George K. Baum & Company Great Pacific Securities

Mesirow Financial, Inc. Piper Jaffray & Co. Stifel

Tribal Capital Markets, LLC UBS Financial Services Inc. US Bancorp

Dated: July 12, 2018



MATURITY SCHEDULE

SERIES 2018A BONDS

Maturity Principal Interest CUSIP* Maturity Principal Interest CUSIP*
(November 1) Amount Rate Yield (13077D) (November 1) Amount Rate Yield (13077D)

2019 $ 2,225,000 4.000% 1.310% EA6 2030 $13,005,000 5.000% 2.470% © EMO
2020 7,070,000 5.000 1.420 EB4 2031 13,670,000 5.000 2.540 ¢ ENS8
2021 8,275,000 5.000 1.540 EC2 2032 14,380,000 5.000 2.590 ¢ EP3
2022 9,220,000 5.000 1.610 EDO 2033 14,755,000 5.000 2.640 ¢ EQ1
2023 9,365,000 5.000 1.720 EES8 2034 15,525,000 5.000 2.700 ¢ ER9
2024 9,835,000 5.000 1.840 EF5 2035 16,305,000 5.000 2.740 ¢ ES7
2025 10,350,000 5.000 1.980 EG3 2036 17,155,000 5.000 2.780 ¢ ET5
2026 10,650,000 5.000 2.120 EH1 2037 18,025,000 5.000 2.820 ¢ EU2
2027 11,190,000 5.000 2.210 EJ7 2038 18,945,000 5.000 2.850 ¢ EVO0
2028 11,765,000 5.000 2.300 EK4 2039 19,920,000 5.000 2.900 ¢ EWS8
2029 12,375,000 5.000 2.390 ¢ EL2

$89,410,000 5.000% Term Bond due November 1, 2043 Yield: 2.970% ¢, CUSIP* 13077DEX6
$114,640,000 5.000% Term Bond due November 1, 2048 Yield: 3.040% ¢, CUSIP* 13077DEY4

$24,635,000 5.000% Term Bond due November 1, 2050 Yield: 3.090% ¢, CUSIP* 13077DEZ1

SERIES 2018B BONDS (TAXABLE)

Maturity Principal Interest CUSIP* Maturity Principal Interest CUSIP*
(November 1) Amount Rate Price (13077D) (November 1) Amount Rate Price (13077D)

2019 $ 160,000 2.450% 100% FA5 2027 $3,850,000 3.603% 100% FJ6
2020 170,000 2.800 100 FB3 2028 4,000,000 3.653 100 FK3
2021 3,160,000 2.982 100 FC1 2029 4,145,000 3.753 100 FL1
2022 3,260,000 3.054 100 FD9 2030 4,310,000 3.803 100 FM9
2023 3,360,000 3.204 100 FE7 2031 4,480,000 3.883 100 FN7
2024 3,470,000 3.272 100 FF4 2032 4,655,000 3.933 100 FP2
2025 3,590,000 3.422 100 FG2 2033 4,840,000 3.973 100 FQO
2026 3,715,000 3.503 100 FHO

$27,340,000 3.998% Term Bond due November 1, 2038 Price: 100%, CUSIP* 13077DFRS8
$92,495,000 4.248% Term Bond due November 1, 2050 Price: 100%, CUSIP*13077DFS6

* CUSIP® is a registered trademark of the American Bankers Association. CUSIP Global Services (CGS) is managed on behalf of the American
Bankers Association by S&P Capital IQ. Copyright© 2018 CUSIP Global Services. All rights reserved. CUSIP® data herein are provided by CUSIP
Global Services. The data presented are not intended to create a database and do not serve in any way as a substitute for the CGS database.
CUSIP® numbers are provided for convenience of reference only. None of the Board, the Underwriters or their agents or counsel assume
responsibility for the accuracy of such numbers. The CUSIP number for a specific maturity is subject to being changed after the issuance of the
Series 2018 Bonds as a result of various subsequent actions, including, but not limited to, a refunding in whole or in part of such maturity or as a
result of the procurement of secondary market portfolio insurance or other similar enhancement by investors that is applicable to all or a portion
of certain maturities of the Series 2018 Bonds.

¢ Yield computed to first optional redemption date of November 1, 2028 at par.
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This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall there
be any sale of Series 2018 Bonds by any person in any jurisdiction in which it is unlawful for such person to make
such an offer, solicitation or sale. No dealer, broker, salesperson or other person has been authorized to give any
information or to make any representations other than as contained in this Official Statement and, if given or made,
such other information or representations must not be relied upon as having been authorized by the Board or the State
of California.

Certain of the information set forth herein has been obtained from the State of California, the Board, and
other sources which are believed to be reliable. Such information is not guaranteed as to accuracy or completeness.
The information and expressions of opinion herein are subject to change without notice, and neither delivery of this
Official Statement nor any sale made hereunder shall, under any circumstances, create any implication that there has
been no change in the affairs of the State of California or the California State University since the date hereof. This
Official Statement is submitted in connection with the sale of the Series 2018 Bonds and may not be reproduced or
used, in whole or in part, for any other purpose, unless authorized in writing by the California State University.

The Underwriters have provided the following sentence for inclusion in this Official Statement:

The Underwriters have reviewed the information in this Official Statement in
accordance with, and as part of, their responsibilities to investors under the federal
securities laws as applied to the facts and circumstances of this transaction, but
the Underwriters do not guarantee the accuracy or completeness of such
information.

This Official Statement is not to be construed as a contract with the purchasers of the Series 2018 Bonds.
Statements contained in this Official Statement which involve estimates, projections, forecasts or matters of opinion,
whether or not expressly so described herein, are intended solely as such and are not to be construed as representations
of facts.

A wide variety of other information, including financial information, concerning the State of California and
the California State University is available from State agencies, State agency publications and State agency internet
sites. Any such information that is inconsistent with the information set forth in this Official Statement should be
disregarded. No such information is a part of, or incorporated into, this Official Statement. The references to internet
websites contained in this Official Statement are shown for reference and convenience only; the information contained
in such websites is not incorporated herein by reference and does not constitute a part of this Official Statement.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT OR
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE SERIES
2018 BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

THE SERIES 2018 BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED, IN RELIANCE UPON AN EXEMPTION CONTAINED IN SUCH ACT. THE SERIES
2018 BONDS HAVE NOT BEEN REGISTERED OR QUALIFIED UNDER THE SECURITIES LAWS OF
ANY STATE.
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OFFICIAL STATEMENT

$492,690,000 $171,000,000
TRUSTEES OF THE CALIFORNIA STATE TRUSTEES OF THE CALIFORNIA
UNIVERSITY STATE UNIVERSITY
SYSTEMWIDE REVENUE BONDS SYSTEMWIDE REVENUE BONDS
SERIES 2018A SERIES 2018B (TAXABLE)
INTRODUCTION

This introduction contains only a brief summary of certain of the terms of the Series 2018 Bonds being offered
and a brief description of the Official Statement. A full review should be made of the entire Official Statement including
the Appendices hereto. All statements contained in this introductory section are qualified in their entirety by reference
to the entire Official Statement. References to, and summaries of, provisions of the Constitution and laws of the State
of California or any other documents referred to herein do not purport to be complete, and such references are
qualified in their entirety by reference to the complete provisions thereof.

General

The purpose of this Official Statement (the “Official Statement”) is to set forth certain information concerning
the Trustees of the California State University Systemwide Revenue Bonds, Series 2018A (the “Series 2018A Bonds™)
and the Trustees of the California State University Systemwide Revenue Bonds, Series 2018B (Taxable) (the
“Series 2018B Bonds™ and, together with the Series 2018 A Bonds, the “Series 2018 Bonds™). The Series 2018 Bonds
are authorized to be issued by the Trustees of the California State University (the “Board”) pursuant to The State
University Revenue Bond Act of 1947, Sections 90010 through 90081 of the Education Code of the State of California
(the “Act”) and an indenture, dated as of April 1, 2002 (as amended and supplemented, the “Indenture”), by and
between the Board and the Treasurer of the State of California, as trustee (the “State Treasurer™).

CSU and Systemwide Financing Program

The California State University (the “CSU”) is an agency of the State of California (the “State”) created by
the Donahoe Higher Education Act in 1960, which reorganized higher education in California. At that time, twelve
existing schools, previously under the jurisdiction of the State Board of Education, were brought under the stewardship
of the Board. Today there are 23 campuses and eight off-campus centers in the CSU system. The campuses are
geographically dispersed throughout the State to provide a wide spectrum of higher education services. During the
Fall term of the 2017-18 academic year, CSU provided instruction to approximately 430,000 undergraduate students
and approximately 42,000 graduate students. See Appendix A for a general description of CSU and Appendix B for
an overview of each CSU campus.

CSU issues debt to finance many of its capital facilities needs. Responsibility for the management of CSU
debt obligations is centralized in the CSU Chancellor’s Office, with oversight and ultimate approval by the Board.
See Appendix A—“CALIFORNIA STATE UNIVERSITY—CSU AND RELATED ENTITY INDEBTEDNESS.”

The Series 2018 Bonds represent the twenty-seventh and twenty-eighth series of bonds issued by the Board
pursuant to a systemwide debt financing program adopted on March 13, 2002 (the “Systemwide Financing Program”).
Previously, the Board had financed various capital projects by issuing directly, or through auxiliary support
organizations, separate series of bonds relating to individual projects, or one or more similar projects. The Systemwide
Financing Program has a multi-source revenue pledge intended to create an efficient borrowing structure with a diverse
revenue base. The Board retains the right to finance projects outside of the Systemwide Financing Program. The Board
expects the Systemwide Financing Program to continue to be the primary long-term financing method for CSU
revenue generating capital projects and also to be the primary long-term financing method for future academic,
administrative and certain other non-revenue generating capital projects. See “—Capital Financing Authorities”
below.



Revenues pledged under the Systemwide Financing Program have historically included student housing fees,
student body center fees, parking fees, health center facility fees and continuing education fees derived from
substantially all of the housing, parking, student union, student center, student health center and continuing education
facilities owned or operated by the Board and other projects and revenues designated by the Board for inclusion in the
Systemwide Financing Program. Those other projects and revenues include certain projects leased by the Board to
certain auxiliary organizations of CSU and the California State University, Channel Islands Site Authority, a
governmental entity related to CSU. The Tuition Fee (previously known as the State University Fee), which is the
basic enrollment charge paid by all students who attend CSU, was added to the pledge of revenues under the
Systemwide Financing Program as of April 20, 2016. See “—Capital Financing Authorities” below. See also
“SECURITY FOR THE SERIES 2018 BONDS,” “THE PROJECTS” and Appendix A — “CALIFORNIA STATE
UNIVERSITY—SYSTEMWIDE REVENUE BOND PROGRAMS.”

Security for the Series 2018 Bonds

The Series 2018 Bonds are limited obligations of the Board. The Series 2018 Bonds are being issued as
Additional Bonds pursuant to the Indenture and will be secured on a parity with the $5,692,563,000 aggregate principal
amount of revenue bonds that are issued and outstanding pursuant to the Indenture as of January 1, 2018 (and without
taking into account the issuance of the Series 2018 Bonds or any refunding of certain of such revenue bonds as
described under “PLAN OF FINANCE — Refunding Plan,” herein) of which approximately $5.44 billion are fixed-
rate Bonds and $250 million are Bonds which have fixed term rates through various mandatory tender dates. These
revenue bonds together with the Series 2018 Bonds and any additional series of revenue bonds that the Board may
issue in the future from time to time in accordance with the Indenture are collectively referred to in this Official
Statement as the “Systemwide Revenue Bonds.” See “SECURITY FOR THE SERIES 2018 BONDS—Parity Lien
Indebtedness; No Senior Lien Indebtedness.”

The Systemwide Revenue Bonds are secured on a senior basis to certain other obligations of CSU and related
entities, some of which obligations may bear interest at variable rates and may be of a relatively shorter term than the
Systemwide Revenue Bonds. See Appendix A—“CALIFORNIA STATE UNIVERSITY—CSU AND RELATED
ENTITY INDEBTEDNESS—Commercial Paper.”

There is no bond reserve fund established by the Indenture to secure the Systemwide Revenue Bonds.

The Systemwide Revenue Bonds do not constitute a liability of or a lien or charge upon the funds or property
of the State of California or of the Board, except to the extent of the pledge under the Indenture. The Board has no
taxing power.

Purpose of the Series 2018 Bonds

Proceeds of the Series 2018 Bonds will be used for the purposes of financing and refinancing the acquisition,
construction, improvement and renovation of certain facilities of CSU. A portion of the proceeds of the Series 2018
Bonds, together with certain other moneys, will be applied to refund certain Outstanding Systemwide Revenue Bonds
(as more particularly described herein, the “Bonds to be Refunded”) to achieve debt service savings. Proceeds will
also be applied to pay for costs of issuance of the Series 2018 Bonds, including certain costs related to such refunding.
See “PLAN OF FINANCE - Refunding Plan,” Appendix A—“CALIFORNIA STATE UNIVERSITY—CSU AND
RELATED ENTITY INDEBTEDNESS—Commercial Paper” and Appendix H—“PROJECTS FINANCED AND
BONDS REFUNDED WITH SERIES 2018 BONDS.”

Capital Financing Authorities

In July 2014, the State Legislature passed Senate Bill 860 (“SB 860”), which changed the State’s approach
to funding non-revenue generating capital facilities at CSU, such as campus infrastructure projects, academic and
administrative buildings, and other capital facilities that are essential to the CSU’s operations (collectively, “Academic
Facilities”). Historically, the State funded Academic Facilities with proceeds of State Public Works Board of the State
of California (the “State Public Works Board”) lease revenue bonds and State general obligation bonds for which, in
each case, the State made all debt service payments directly or through appropriations to CSU.



SB 860 provided CSU with the statutory authority to issue bonds to finance Academic Facilities, as well as
providing the CSU with the ability to pledge additional revenues to support its debt obligations, including but not
limited to student tuition. At the same time, SB 860 shifted budgetary responsibility for paying debt service on State
Public Works Board lease revenue bonds and State general obligation bonds issued on behalf of CSU from the State
to CSU.

As of April 20, 2016, the Tuition Fee (previously known as the State University Fee), which is the basic
enrollment charge paid by all students who attend CSU, was added to “Gross Revenues” pledged under the Indenture
to secure all Systemwide Revenue Bonds (including prior issues). Going forward, the Systemwide Financing Program
is expected to be the primary long-term financing vehicle for Academic Facilities.

Redemption

The Series 2018 Bonds are subject to optional and mandatory sinking account redemption as described
herein. See “THE SERIES 2018 BONDS—Redemption.”

Continuing Disclosure

The Board will covenant for the benefit of the Holders and Beneficial Owners (as defined in the Continuing
Disclosure Certificate) of the Series 2018 Bonds to provide certain financial information and operating data relating
to the Series 2018 Bonds (the “Annual Report”) not later than the January 1 following the end of the Board’s fiscal
year (which fiscal year currently ends June 30), commencing with the report for the fiscal year ending June 30, 2018,
and to provide notices of the occurrence of certain enumerated events. The Annual Report and notices of the
enumerated events will be filed with the Municipal Securities Rulemaking Board. See “CONTINUING
DISCLOSURE.” The specific nature of the information to be contained in the Annual Report and in the notices of
the enumerated events is set forth in Appendix E—“FORM OF CONTINUING DISCLOSURE CERTIFICATE.”
These covenants are made in order to assist the Underwriters of the Series 2018 Bonds in complying with Securities
and Exchange Commission Rule 15¢2-12(b)(5).

Forward Looking Statements

Certain statements included or incorporated by reference in this Official Statement constitute forward-
looking statements. Such statements generally are identifiable by the terminology used, such as “plan,” “expect,”
“estimate,” “budget” or other similar words. Such forward-looking statements include, but are not limited to, certain
statements contained in the information under the caption “INTRODUCTION” and Appendix A.

The achievement of certain results or other expectations contained in such forward-looking statements
involves known and unknown risks, uncertainties and other factors that may cause actual results, performance or
achievements to be materially different from any future results, performance or achievements expressed or implied by
such forward-looking statements. The Board does not plan to issue any updates or revisions to those forward-looking
statements if or when its expectations or events, conditions or circumstances on which such statements are based
occur, except as described under the caption “CONTINUING DISCLOSURE” and in Appendix E—“FORM OF
CONTINUING DISCLOSURE CERTIFICATE.”

Certain Information Related to this Official Statement

This Official Statement contains brief descriptions of the Series 2018 Bonds, security for the Series 2018
Bonds, the Board, the Bonds to be Refunded, the Continuing Disclosure Certificate and the Indenture. General
information concerning CSU, including the Systemwide Financing Program, is contained in Appendices A and B. The
audited Financial Statements of CSU for the fiscal year ended June 30, 2017 are contained in Appendix C. Gross
Revenues and certain other financial information relating to the Systemwide Revenue Bond program are presented in
the form of supplemental schedules to the combined financial statements of the Board. The summaries of the Indenture
and the Continuing Disclosure Certificate contained herein do not purport to be comprehensive or definitive and are
qualified in their entirety by reference to the Indenture and the Continuing Disclosure Certificate. Copies of the
Indenture, the Continuing Disclosure Certificate and other documents referenced herein are available for inspection



and for delivery from the Board at the Chancellor’s Office, 401 Golden Shore, 5% Floor, Long Beach, California
90802-4210, Attention: Assistant Vice Chancellor, Financing, Treasury and Risk Management.

The information and expressions of opinion herein speak only as of their date and are subject to change
without notice. Neither the delivery of this Official Statement nor any sale made hereunder nor any future use of this
Official Statement shall, under any circumstances, create any implication that there has been no change in the affairs
of the Board since the date hereof. All financial and other information presented in this Official Statement has been
provided by the Board from its records, except for information expressly attributed to other sources. The presentation
of information is intended to show recent historical information and is not intended to indicate future or continuing
trends in the financial position or other affairs of the Board. No representation is made that past experience, as it might
be shown by such financial and other information, will necessarily continue or be repeated in the future.

Capitalized terms used herein which are not otherwise defined have the meanings set forth under the heading
Appendix D—“SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE—CERTAIN DEFINED
TERMS.”

THE SERIES 2018 BONDS
General

The Series 2018 Bonds are issued in fully registered form in denominations of $5,000 and any integral
multiple thereof. The Series 2018 Bonds will bear interest from their date of delivery, and will mature on the dates
and in the principal amounts set forth beginning on the inside cover page hereof, subject to the rights of prior
redemption described herein.

Interest on the Series 2018 Bonds is payable on May 1 and November 1 of each year, commencing May 1,
2019. The record date for the payment of such interest on the Series 2018 Bonds is the close of business on the fifteenth
day of the month immediately preceding such interest payment date. As described in Appendix G—“BOOK-ENTRY
ONLY SYSTEM,,” principal and interest on the Series 2018 Bonds are payable directly to DTC (defined below) by
the State Treasurer. Upon receipt of payments of principal and interest, DTC is to in turn remit such principal and
interest to the Direct Participants in DTC for disbursement to the Beneficial Owners of the Series 2018 Bonds.

Book Entry Only System

The Depository Trust Company (“DTC”), New York, New York, will act as securities depository for the
Series 2018 Bonds. The ownership of one fully registered Series 2018 Bond for each maturity in each series set forth
on the inside cover page hereof, in the aggregate principal amount of the Series 2018 Bonds maturing on that date,
will be registered in the name of Cede & Co., as nominee of DTC. See Appendix G—“BOOK ENTRY ONLY
SYSTEM” for a description of DTC and the Book Entry Only System.

Redemption

Series 2018A Bonds—Optional Redemption. The Series 2018 A Bonds maturing on or before November 1,
2028 are not subject to redemption prior to their respective stated maturities. The Series 2018A Bonds maturing on or
after November 1, 2029 are subject to redemption prior to their respective stated maturities, at the option of the Board,
from lawfully available funds deposited in the Optional Redemption Account, as a whole or in part on any date, on or
after November 1, 2028 (in such order of maturity as shall be selected by the Board in a written order of the Board
filed with the State Treasurer and by lot within a maturity) at a price of the par amount thereof, without premium,
together with accrued interest to the date fixed for redemption.

Series 2018B Bonds—Optional Redemption. The Series 2018B Bonds maturing on or before November 1,
2028 are not subject to redemption prior to their respective stated maturities. The Series 2018B Bonds maturing on or
after November 1, 2029 are subject to redemption prior to their respective stated maturities, at the option of the Board,
from lawfully available funds deposited in the Optional Redemption Account, as a whole or in part on any date, on or
after November 1, 2028 (in such order of maturity as shall be selected by the Board in a written order of the Board



filed with the State Treasurer and by pro rata pass-through distribution of principal) at a price of the par amount
thereof, without premium, together with accrued interest to the date fixed for redemption.

Series 2018A Bonds — Sinking Account Redemption. The Series 2018 A Bonds maturing on November 1,
2043 are subject to redemption prior to maturity in part, by lot, at the principal amount thereof plus accrued interest
to the date fixed for redemption, without premium, from Mandatory Sinking Account Payments in the following
amounts, commencing on November 1, 2040 according to the following schedule:

Schedule of Mandatory Sinking Account Payments
Series 2018A Bonds Maturing November 1, 2043

Redemption Date Principal
(November 1) Amount
2040 $20,705,000
2041 21,765,000
2042 22,880,000
2043" 24,060,000

*  Maturity

The Series 2018A Bonds maturing on November 1, 2048 are subject to redemption prior to maturity in part,
by lot, at the principal amount thereof plus accrued interest to the date fixed for redemption, without premium, from
Mandatory Sinking Account Payments in the following amounts, commencing on November 1, 2044 according to the
following schedule:

Schedule of Mandatory Sinking Account Payments
Series 2018A Bonds Maturing November 1, 2048

Redemption Date Principal
(November 1) Amount
2044 $25,040,000

2045 20,750,000

2046 21,805,000

2047 22,935,000
2048" 24,110,000

*  Maturity

The Series 2018 A Bonds maturing on November 1, 2050 are subject to redemption prior to maturity in part,
by lot, at the principal amount thereof plus accrued interest to the date fixed for redemption, without premium, from
Mandatory Sinking Account Payments in the following amounts, commencing on November 1, 2049 according to the
following schedule:

Schedule of Mandatory Sinking Account Payments
Series 2018A Bonds Maturing November 1, 2050

Redemption Date Principal
(November 1) Amount
2049 $18,885,000
2050" 5,750,000

*  Maturity



Series 2018B Bonds — Sinking Account Redemption. The Series 2018B Bonds maturing on November 1,
2038 are subject to redemption prior to maturity in part, by pro rata pass-through distribution of principal, at the
principal amount thereof plus accrued interest to the date fixed for redemption, without premium, from Mandatory
Sinking Account Payments in the following amounts, commencing on November 1, 2034 according to the following
schedule:

Schedule of Mandatory Sinking Account Payments
Series 2018B Bonds Maturing November 1, 2038

Redemption Date Principal
(November 1) Amount
2034 $5,035,000

2035 5,245,000

2036 5,465,000

2037 5,685,000
2038" 5,910,000

*  Maturity

The Series 2018B Bonds maturing on November 1, 2050 are subject to redemption prior to maturity in part,
by pro rata pass-through distribution of principal, at the principal amount thereof plus accrued interest to the date fixed
for redemption, without premium, from Mandatory Sinking Account Payments in the following amounts, commencing
on November 1, 2039 according to the following schedule:

Schedule of Mandatory Sinking Account Payments
Series 2018B Bonds Maturing November 1, 2050

Redemption Date Principal
(November 1) Amount
2039 $6,165,000
2040 6,435,000
2041 6,705,000
2042 6,990,000
2043 7,300,000
2044 7,460,000
2045 7,785,000
2046 8,120,000
2047 8,475,000
2048 8,845,000
2049 8,915,000
2050 9,300,000

*  Maturity

Notice of Redemption. If DTC or its nominee is the registered owner of any Series 2018 Bond to be
redeemed, notice of redemption will be given to DTC or its nominee as the registered owner of such Series 2018 Bond.
Any failure on the part of DTC or failure on the part of a nominee of a Beneficial Owner (having received notice from
a DTC Participant or otherwise) to notify the Beneficial Owner of any Series 2018 Bond to be redeemed shall not
affect the validity of the redemption of such Series 2018 Bond.

Notice of redemption shall be given by mail not less than thirty (30) days nor more than sixty (60) days prior
to the date fixed for redemption, to the respective registered owners of any Series 2018 Bonds designated for
redemption at their addresses appearing on the bond registration books of the State Treasurer. Each notice of
redemption shall state the date fixed for redemption, the place or places of redemption, and, as further described in
the following paragraph, if such funds are not then held by the State Treasurer, that such redemption will be cancelled
if the funds are not held by the State Treasurer on the date fixed for redemption, the maturities, and, if less than all of



any such maturity, the distinctive numbers of the Series 2018 Bonds of such maturity, to be redeemed and, in the case
of Series 2018 Bonds to be redeemed in part only, the respective portions of the principal amount thereof to be
redeemed, and shall also state that on said date there will become due and payable on each of said Series 2018 Bonds
the principal thereof or of said specified portion of the principal thereof, in the case of a Series 2018 Bond to be
redeemed in part only, together with interest accrued thereon to the date fixed for redemption, and that from and after
such date interest thereon shall cease to accrue, and shall require that such Series 2018 Bonds be then surrendered.

With respect to any notice of optional redemption of Series 2018 Bonds, such notice may state that such
redemption shall be conditional upon the receipt by the State Treasurer on or prior to the date fixed for such redemption
of moneys sufficient to pay the principal of, premium, if any, and interest on such Series 2018 Bonds to be redeemed
and that, if such moneys shall not have been so received, said notice shall be of no force and effect and the State
Treasurer shall not be required to redeem such Series 2018 Bonds. In the event that such notice of redemption contains
such a condition and such moneys are not so received, the redemption shall not be made, and the State Treasurer shall
within a reasonable time thereafter give notice, in the manner in which the notice of redemption was given, that such
moneys were not so received.

Notice of redemption of Bonds shall be given by the State Treasurer for and on behalf of the Board. Any
failure of the State Treasurer to mail notice of redemption of any Series 2018 Bond to any Bondholder or any defect
in such notice shall not affect the validity of the proceedings for redemption of any other Series 2018 Bond.

Selection of Series 2018A Bonds for Redemption. Under the Indenture, the Series 2018A Bonds that are
subject to optional redemption may be selected for such redemption in such amounts and order of maturity or
Mandatory Sinking Account Payment of Outstanding Series 2018 A Bonds as shall be selected by the Board. Whenever
provision is made in the Indenture for the redemption of the Series 2018A Bonds or a portion thereof by lot, and less
than all of the Series 2018A Bonds or portion thereof are called for redemption, and if the Series 2018A Bonds are in
book-entry form at the time of such redemption, the State Treasurer shall provide written notice to DTC in accordance
with the Indenture and the DTC Letter of Representations of the Board on file with DTC. Notwithstanding the
foregoing, if the Series 2018A Bonds of any maturity are to be redeemed prior to maturity and if the Series 2018A
Bonds are not then in book-entry form at the time of such redemption, on each redemption date, the State Treasurer
shall select the Series 2018A Bonds to be redeemed, from the Outstanding Series 2018 A Bonds or portion thereof not
previously called for redemption, by lot in any manner which the State Treasurer in his sole discretion shall deem
appropriate and fair.

Selection of Series 2018B Bonds for Redemption. Under the Indenture, the Series 2018B Bonds that are
subject to optional redemption may be selected for such redemption in such amounts and order of maturity of
Outstanding Series 2018B Bonds as shall be selected by the Board. If less than all of a Series 2018B Term Bond is
called for optional redemption, the remaining Mandatory Sinking Account Payments for such Term Bond will be
reduced pro rata.

If the Series 2018B Bonds are in book-entry form at the time of such redemption, the State Treasurer shall
provide written notice to DTC in accordance with the Indenture and the pro rata reduction in principal provision
included in the DTC Letter of Representations of the Board on file with DTC. The particular Series 2018B Bonds to
be redeemed shall be redeemed on a “Pro-Rata Pass-Through Distribution of Principal” basis in accordance with DTC
procedures, provided that such redemption is made in accordance with the operational arrangements of DTC then in
effect. The Underwriters have advised the State Treasurer and the Board that the Series 2018B Bonds will be made
eligible for partial redemption to be treated by DTC in accordance with its rules and procedures as a “pro rata pass-
through distribution of principal.” The State Treasurer will send notice to DTC in accordance with such rules and
procedures to effect a pro rata reduction of principal of all outstanding Series 2018B Bonds to accomplish the optional
and mandatory sinking account redemptions described above using a pass-through distribution of principal. In
connection with each such redemption, the State Treasurer will include in the written notice of redemption described
above the dollar amount per $1,000 principal amount payable on account of principal and accrued interest to effect a
pro rata reduction through a pass-through distribution of principal on the related redemption date. DTC will be
responsible for distributing the principal and accrued interest among its Direct Participants, as applicable, pro rata in
accordance with its rules and procedures for a pro rata pass-through distribution of principal based upon the beneficial
interest in the Series 2018B Bonds being redeemed that DTC records list as owned by each DTC Direct Participant as
of the record date for such payment. Any failure of the State Treasurer to provide such notice, or of DTC or its



participants or any other intermediary to make such selection or proportional allocation, for whatever reason, will not
affect the sufficiency or the validity of the redemption of the Series 2018B Bonds. In addition, if DTC’s prevailing
operational arrangements do not allow for allocation of a redemption on a pro rata pass-through distribution of
principal basis, the portion of the Series 2018B Bonds to be redeemed on such dates will be selected in accordance
with DTC’s then existing rules and procedures, and may be by lot.

Notwithstanding the foregoing, if less than all of the Series 2018B Bonds of any maturity are to be redeemed
prior to maturity and if the Series 2018B Bonds are not then in book-entry form at the time of such redemption, on
each redemption date, the State Treasurer shall select the specific Series 2018B Bonds for redemption on a pro rata
basis from such maturity or Mandatory Sinking Account Payment within such maturity of Outstanding Series
2018B Bonds. The portion of any Series 2018B Bond of a denomination of more than $5,000 to be redeemed will be
in the principal amount of $5,000 or any integral multiple thereof. The State Treasurer will select such portions of
Series 2018B Bonds to be redeemed on a pro rata basis from each maturity or Mandatory Sinking Account Payment
of Outstanding Series 2018B Bonds, as the State Treasurer in his discretion may deem to be fair and appropriate.

As described in Appendix G—“BOOK-ENTRY ONLY SYSTEM,” DTC shall select Series 2018 Bonds for
redemption in accordance with its customary practices and procedures and neither the Board nor the State Treasurer
shall have any responsibility to ensure that DTC has properly selected such Series 2018 Bonds for redemption.

Effect of Redemption of Series 2018 Bonds. Notice of redemption having been duly given as provided in
the Indenture, and moneys for payment of the interest accrued to the date fixed for redemption on the Series 2018
Bonds (or portions thereof) so called for redemption being held by the State Treasurer, on the date fixed for redemption
designated in such notice the Series 2018 Bonds (or portions thereof) so called for redemption shall become due and
payable at the principal amount specified in such notice and interest accrued thereon to the date fixed for redemption,
interest on the Series 2018 Bonds (or portions thereof) so called for redemption shall cease to accrue, said Series 2018
Bonds (or portions thereof) shall cease to be entitled to any benefit or security under the Indenture, and the Holders
of said Series 2018 Bonds shall have no rights in respect thereof except to receive payment of said principal amount
and accrued interest.

SECURITY FOR THE SERIES 2018 BONDS
Limited Obligations

As described in this section, the Series 2018 Bonds are limited obligations of the Board, payable from Gross
Revenues and other amounts pledged under the Indenture. The Series 2018 Bonds will not constitute a liability of or
a lien upon the funds or property of the State of California or of the Board, except to the extent of the aforementioned
pledge under the Indenture. The Board has no taxing power.

Pledge

The Series 2018 Bonds together with all other Systemwide Revenue Bonds issued outstanding under the
Indenture will be secured solely by the Gross Revenues and other amounts pledged under the Indenture. See
Appendix D—“SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE—PIledge and Assignment; Gross
Revenue Fund; Revenue Fund.”

Gross Revenues. As defined in the Indenture, Gross Revenues means (i) all income, rentals, fees, rates,
charges, insurance proceeds, condemnation proceeds and other moneys derived from the ownership or operation of
the Projects, but excluding any refundable deposits, fines or forfeitures or operating revenues from student unions or
student centers that are not mandatory student center fees, and (ii) any other revenues, receipts, income or other
moneys from time to time designated by the Board for the payment of principal of and interest on the Systemwide
Revenue Bonds. As of April 20, 2016, the Tuition Fee (previously known as the State University Fee), which is the
basic enrollment charge paid by all students who attend CSU, was designated by the Board as additional Gross
Revenues under the Indenture.

The term “Projects,” as defined in the Indenture, means, on any given date, (i) all of the housing, parking,
student union, student center, student health center and continuing education facilities owned or operated by the Board



and (ii) any other facilities designated by the Board as Projects under the Indenture in a Certificate of the Board filed
with the State Treasurer, except in all cases the Excluded Facilities. In 2015, the Board began designating certain
Academic Facilities as Projects under the Indenture.

“Excluded Facilities” means any facilities which may be designated from time to time by the Board as
Excluded Facilities in a Certificate of the Board which is filed with the State Treasurer. There are currently no
Excluded Facilities. See “THE PROJECTS—Excluded Facilities.” As more fully described below under the caption
“—Rate Covenant,” the Board has covenanted to set rates, charges and fees for Projects at levels necessary to meet
debt service obligations of the Systemwide Revenue Bonds.

Gross Revenues consist primarily of mandatory and user fees collected from students attending CSU
campuses and the Tuition Fee (previously known as the State University Fee), which is the basic enrollment charge
paid by all students who attend CSU. For a description of the fees and certain other amounts constituting Gross
Revenues, their method of collection and recent historical collections, see Appendix A—“CALIFORNIA STATE
UNIVERSITY—SYSTEMWIDE REVENUE BOND PROGRAMS” and “—FINANCIAL INFORMATION
RELATED TO SYSTEMWIDE REVENUES.”

Prior to the occurrence of an Event of Default under the Indenture, amounts in the Gross Revenue Fund may
be used and withdrawn by the Board at any time for any lawful purpose. In the case of an Event of Default, amounts
in the Gross Revenue Fund will be used to pay certain expenses, including Maintenance and Operating Expenses with
respect to Projects, before payment of debt service on the Systemwide Revenue Bonds, all as further described in
Appendix D—“SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE—Pledge and Assignment; Gross
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Revenue Fund; Revenue Fund” and “—Application of Gross Revenues and Other Funds After Default.”
Rate Covenant

The Board has covenanted in the Indenture to set rates, charges, and fees for the Projects for the then current
Fiscal Year so as to cause Net Income Available for Debt Service to be in an amount at least equal to Aggregate Debt
Service for all Indebtedness and Designated Auxiliary Debt for such Fiscal Year. See Appendix D—“SUMMARY
OF CERTAIN PROVISIONS OF THE INDENTURE—Particular Covenants of the Board of Trustees.”

The annual debt service on the Systemwide Revenue Bonds is set forth in Table 9 in Appendix A. The Gross
Revenues for the five fiscal years ended June 30, 2017 are summarized by program element in Table 8 in Appendix A.
See Appendix A—“CALIFORNIA STATE UNIVERSITY—FINANCIAL INFORMATION RELATED TO
SYSTEMWIDE REVENUES” and Appendix C—“AUDITED FINANCIAL STATEMENTS OF THE
CALIFORNIA STATE UNIVERSITY AS OF JUNE 30, 20177, including Schedules 3 through 5 therein.

Parity Lien Indebtedness; No Senior Lien Indebtedness

Pursuant to the Indenture, the Board may from time to time issue additional series of Systemwide Revenue
Bonds to provide funds to pay the costs of acquiring, constructing, financing and refinancing the Projects as
determined by the Board and in accordance with the requirements of the Indenture, including the requirements for
issuing or incurring Indebtedness secured by a Parity Lien described in the next paragraph. The maximum principal
amount of Systemwide Revenue Bonds that may be issued under the Indenture is not limited.

In addition, so long as no Event of Default has occurred or is continuing under the Indenture, the Board may
issue or incur Indebtedness secured by a Parity Lien if there is filed with the State Treasurer a Certificate of the Board
confirming its expectation that, for the first full Fiscal Year following the date the Project financed or refinanced with
the proceeds of such Indebtedness secured by a Parity Lien is placed in service, Net Income Available for Debt Service
for such Fiscal Year shall be in an amount at least equal to Aggregate Debt Service for such Fiscal Year on all
Indebtedness secured by a Parity Lien and Designated Auxiliary Debt. See Appendix D—“SUMMARY OF
CERTAIN PROVISIONS OF THE INDENTURE—Particular Covenants of the Board of Trustees.”

The Indenture does not limit the power of the Board to issue or incur (a) any Indebtedness secured by a
Subordinate Lien; or (b) any Indebtedness which is not secured by any pledge, lien or encumbrance on Gross
Revenues. There is no outstanding Indebtedness of the Board secured by a Senior Lien, and the Board has covenanted
in the Indenture that it will not incur Indebtedness secured by a Senior Lien.



ESTIMATED SOURCES AND USES OF FUNDS

SOURCES
Series 2018A Series 2018B Total
Bonds Bonds
Principal Amount of BondS.................oeveeeeeeereeseeresereseereenne $492,690,000.00 $171,000,00.00  $663,690,000.00
Original Issue Premium..........occoevvevieiieneenienieieseeieeceie e 91.437.152.40 — 91.437.152.40
Total SOUTCES Of FUNAS. ... vveeoeveeeereereeeeeeeeeeeeeseeeeeseeseeseeene $584,127,152.40 $171,000,00.00  $755,127,152.40
USES
Series 2018 Project Accounts (V) $539,915,955.81 $152,799,772.14  $692,715,727.95
Series 2018 Capitalized Interest Accounts ..........ccceeeeveneennen. 31,446,663.04 17,483,397.66 48,930,060.70
ESCEOW FUNA @)oo 10,498,155.53 — 10,498,155.53
Series 2018 Costs of Issuance @ ........ocoeveeeeeeeeeeeeeeeeeeeeeeenn. 2.266.378.02 716,830.20 2.983.208.22
Total USES OF FUNAS..vvcooevveeeeeeeeeeeeeeeeeeeeeseeeeeseesesseeeeeeseeeee $584,127,152.40 $171,000,00.00  $755,127,152.40

M Moneys in each Series 2018 Project Account will be used to pay costs of financing and refinancing the Series 2018A Projects and the
Series 2018B Projects, respectively, listed in Appendix H.

@ Proceeds of the Series 2018A Bonds deposited into the Escrow Fund will be used to defease or repay the Bonds to be Refunded listed in
Appendix H.

© Includes Underwriters’ discount and fees and costs of Bond Counsel, Disclosure Counsel and the State Treasurer and rating agency fees and
municipal advisor fees.

PLAN OF FINANCE
Projects Financed by Series 2018 Bonds

The Series 2018 Bonds are being issued to finance and refinance the acquisition, construction, renovation
and improvement of certain facilities of the CSU. See “THE PROJECTS” below and Appendix H—“PROJECTS
FINANCED AND BONDS REFUNDED WITH SERIES 2018 BONDS” for more information on the projects
expected to be financed with proceeds of the Series 2018 Bonds.

Refunding Plan

A portion of the proceeds of the Series 2018A Bonds will be applied to refund certain outstanding
Systemwide Revenue Bonds (the “Bonds to be Refunded”). See Appendix H—“PROJECTS FINANCED AND
BONDS REFUNDED WITH SERIES 2018 BONDS.” The refunding is being undertaken to achieve debt service
savings. To refund the Bonds to be Refunded, a portion of the proceeds of the Series 2018 A Bonds will be deposited
with the State Treasurer, as trustee for the Bonds to be Refunded, and as escrow agent (the “Escrow Agent”), in the
Escrow Fund (and any accounts therein) created pursuant to an Escrow Agreement, dated as of August 1, 2018,
between the Escrow Agent and the Board. The money so deposited will either be held as cash, uninvested, in an
amount sufficient, or be used to purchase Defeasance Securities (as defined in the Indenture) (see Appendix D—
“SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE—CERTAIN DEFINED TERMS”) the principal
of and interest on which (together with any initial cash deposit) will be sufficient, to pay the principal of and interest
on the Bonds to be Refunded to and including their redemption date, as shown in Appendix H. Upon such deposit and
provision for any required redemption notice, the Bonds to be Refunded will be deemed to be no longer outstanding,
and will have been defeased in accordance with their terms. The holders of Bonds to be Refunded will thereafter be
entitled to payment only from the uninvested cash and the proceeds of the Defeasance Securities on deposit in the
Escrow Fund (or applicable account therein) established for such Bonds to be Refunded. The cash flow adequacy of
the Escrow Fund will be verified by the certified public accounting firm of Causey Demgen & Moore P.C. See
Appendix H—PROJECTS FINANCED AND BONDS REFUNDED WITH SERIES 2018 BONDS.”
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THE PROJECTS
General Description

Gross Revenues consist primarily of revenues derived directly from Projects, as more fully described below,
and the Tuition Fee, the basic enrollment charge paid by all students who attend CSU.

Projects that contribute toward Gross Revenues include (i) all housing, student union, parking, student
centers, student health and continuing education facilities owned or operated by the Board, and (ii) other facilities
designated by the Board, except, in all cases, facilities designated by the Board as Excluded Facilities. The current
Projects are located at all 23 campuses of CSU and there are currently no Excluded Facilities. Some Projects, such as
Academic Facilities, do not independently generate revenues. All Projects are owned by the Board and are operated
by CSU or an auxiliary organization. Projects are generally described as follows:

Student Housing: Twenty-two of the 23 campuses comprising the CSU system operate, and collect revenues
from, the operation of housing facilities under the State University Revenue Bond Act of 1947. Operational
capacity by campus is set forth in Appendix C—“AUDITED FINANCIAL STATEMENTS OF THE
CALIFORNIA STATE UNIVERSITY AS OF JUNE 30, 2017 —Supplementary Information — Schedule 4.”

Student Union: As of Spring 2018, 22 of the 23 campuses in the CSU system operated student union
facilities and collected student body center fees.

Parking: All 23 campuses operate parking lots and/or structures to accommodate students, faculty, staff and
visitors. Establishment of parking rates is delegated by the Board to the Chancellor, who further delegates
the authority to each respective campus president.

Student Health Facilities: Twenty-two of the 23 campuses in the CSU system operate student health
facilities and collect a health center facility fee.

Extended and Continuing Education Facilities: On each of the CSU campuses, CSU offers a variety of
Extended and Continuing Education programs including credit degree and certificate programs, off-campus
and online programs, professional development, corporate training and programs for international students.
Each student enrolling in a continuing education class pays a fee per class collected at the time of registration.

Academic Facilities: All 23 CSU campuses include, as part of their physical plant, non-revenue generating
facilities such as campus infrastructure, academic buildings, administrative buildings, and other capital assets
that are essential to the CSU’s operations. Certain of these facilities constitute “Projects” under the Indenture,
but these Projects do not typically generate revenue independently.

Facilities of Certain Auxiliary Organizations and Other Entities: From time to time certain facilities
serving CSU are owned, operated or financed with the participation of an auxiliary organization or a special
purpose governmental unit. See Appendix A—“CALIFORNIA STATE UNIVERSITY—GOVERNANCE
AND ADMINISTRATION—Campus Administration” and “SYSTEMWIDE REVENUE BOND
PROGRAMS—Auxiliary Organizations Program and Other Entities.” These facilities may include, but are
not limited to, the types of facilities described in Appendix A. In certain cases, a facility financed or
refinanced by the Board with Systemwide Revenue Bonds may be leased from the Board, as lessor, to an
auxiliary organization or governmental unit, as lessee. Under the terms of the lease, the lessee will agree to
operate the facility and to make certain rental payments to the Board which will constitute a portion of the
Gross Revenues securing the Systemwide Revenue Bonds. In other cases, the Board may loan proceeds of
Systemwide Revenue Bonds to an auxiliary organization to pay for the costs of acquiring or constructing
such facilities and such auxiliary organizations will agree to make loan payments to the Board which will
constitute Gross Revenues under the Indenture. At the time the lease or loan is entered into, certain lessees
or borrowers may have outstanding debt and the obligation to make payments to the Board under the lease
or loan may be on a parity with, or junior and subordinate to, such debt of the lessee or borrower. In addition,
certain auxiliary organizations, their debt and revenues may be designated by the Board pursuant to the
Indenture as Designated Auxiliary Organizations, Designated Auxiliary Revenues and Designated Auxiliary
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Debt, respectively, and treated accordingly for purposes of the rate covenant and the additional borrowing
test under the Indenture. See “SECURITY FOR THE SERIES 2018 BONDS—Rate Covenant” and “—Parity
Lien Indebtedness; No Senior Lien Indebtedness” and Appendix A—“CALIFORNIA STATE
UNIVERSITY—SYSTEMWIDE REVENUE BOND PROGRAMS—Auxiliary Organizations Program and
Other Entities.” There are currently 17 auxiliary organizations that are Designated Auxiliary Organizations
with Designated Auxiliary Revenues and Designated Auxiliary Debt, the same 17 auxiliary organizations
that make loan or lease payments that have been designated as Gross Revenues by the Board.

For information on certain approval procedures, the acquisition and construction process and the operation
and maintenance of the Projects, see Appendix A—“CALIFORNIA STATE UNIVERSITY—SYSTEMWIDE
REVENUE BOND PROGRAMS.”

Excluded Facilities

Under the Indenture, the Board may, at any time, without the consent of owners of the Series 2018 Bonds,
designate any existing or future facilities as Excluded Facilities. Certain facilities operated by the Board, because they
were not a part of the facilities that provide funds for repayment of the Board’s debt programs, have been designated
in the past as Excluded Facilities. Although the Excluded Facilities may change from time to time at the discretion of
the Board, there are currently no Excluded Facilities. The revenues derived from Excluded Facilities do not constitute
a part of the Gross Revenues, and therefore the historic Gross Revenues set forth in Table 8 in Appendix A do not
include any revenues derived from Excluded Facilities. As described further in Appendix A under the heading
“SYSTEMWIDE REVENUE BOND PROGRAMS—Debt Management Program” the Board adopted a policy in
March 2002 that restricts the designation of Excluded Facilities by the Board. As more fully described above under
the heading “SECURITY FOR THE SERIES 2018 BONDS—Rate Covenant,” the Board has covenanted to set rates,
charges and fees for Projects at levels necessary to generate Gross Revenues sufficient to meet debt service obligations
of the Systemwide Revenue Bonds.

Effect of Damage to or Loss of Projects

Damage to or destruction of one or more Projects as a result of seismic or other events could result in a
reduction in the Gross Revenues collected, and a major disaster could have a material adverse effect on the ability of
CSU to collect sufficient Gross Revenues.

Under the Indenture, CSU is required to maintain property and casualty insurance in such amounts and
against such risks as are appropriate, as determined by the Board, for facilities of similar size and nature as the Projects,
in the event and to the extent that such insurance is customarily maintained by the Board for facilities of similar size
and nature as the Projects. See Appendix A—“CALIFORNIA STATE UNIVERSITY—OTHER MATTERS—
Insurance” for a description of the insurance currently maintained by CSU and Appendix D—“SUMMARY OF
CERTAIN PROVISIONS OF THE INDENTURE—Particular Covenants of the Board of Trustees.” Notwithstanding
this insurance program, losses could be incurred due to uninsured events or damage in excess of any coverage then in
effect. CSU does not currently insure the Projects against risk of loss due to earthquakes.

TAX MATTERS
Series 2018A Bonds

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Board (“Bond Counsel”), based
upon an analysis of existing laws, regulations, rulings and court decisions, and assuming, among other matters, the
accuracy of certain representations and compliance with certain covenants, interest on the Series 2018A Bonds is
excluded from gross income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986
(the “Code”), and is exempt from State of California personal income taxes. Bond Counsel is of the further opinion
that interest on the Series 2018A Bonds is not a specific preference item for purposes of the federal alternative
minimum tax. Bond Counsel expects to deliver an opinion at the time of issuance of the Series 2018A Bonds
substantially in the form set forth in Appendix F hereto.
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To the extent the issue price of any maturity of the Series 2018A Bonds is less than the amount to be paid at
maturity of such Series 2018A Bonds (excluding amounts stated to be interest and payable at least annually over the
term of such Series 2018A Bonds), the difference constitutes “original issue discount,” the accrual of which, to the
extent properly allocable to each Beneficial Owner thereof, is treated as interest on the Series 2018A Bonds which is
excluded from gross income for federal income tax purposes and State of California personal income taxes. For this
purpose, the issue price of a particular maturity of the Series 2018A Bonds is the first price at which a substantial
amount of such maturity of the Series 2018A Bonds is sold to the public (excluding bond houses, brokers, or similar
persons or organizations acting in the capacity of underwriters, placement agents or wholesalers). The original issue
discount with respect to any maturity of the Series 2018A Bonds accrues daily over the term to maturity of such
Series 2018A Bonds on the basis of a constant interest rate compounded semiannually (with straight-line
interpolations between compounding dates). The accruing original issue discount is added to the adjusted basis of such
Series 2018A Bonds to determine taxable gain or loss upon disposition (including sale, redemption, or payment on
maturity) of such Series 2018 A Bonds. Beneficial Owners of the Series 2018A Bonds should consult their own tax
advisors with respect to the tax consequences of ownership of Series 2018A Bonds with original issue discount,
including the treatment of Beneficial Owners who do not purchase such Series 2018A Bonds in the original offering
to the public at the first price at which a substantial amount of such Series 2018A Bonds is sold to the public.

Series 2018A Bonds purchased, whether at original issuance or otherwise, for an amount higher than their
principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium Bonds”) will be treated
as having amortizable bond premium. No deduction is allowable for the amortizable bond premium in the case of
bonds, like the Premium Bonds, the interest on which is excluded from gross income for federal income tax purposes.
However, the amount of tax-exempt interest received, and a Beneficial Owner’s basis in a Premium Bond, will be
reduced by the amount of amortizable bond premium properly allocable to such Beneficial Owner. Beneficial Owners
of Premium Bonds should consult their own tax advisors with respect to the proper treatment of amortizable bond
premium in their particular circumstances.

The Code imposes various restrictions, conditions and requirements relating to the exclusion from gross
income for federal income tax purposes of interest on obligations such as the Series 2018A Bonds. The Board has
made certain representations and covenanted to comply with certain restrictions, conditions and requirements designed
to ensure that interest on the Series 2018A Bonds will not be included in federal gross income. Inaccuracy of these
representations or failure to comply with these covenants may result in interest on the Series 2018A Bonds being
included in gross income for federal income tax purposes, possibly from the date of original issuance of the
Series 2018A Bonds. The opinion of Bond Counsel assumes the accuracy of these representations and compliance
with these covenants. Bond Counsel has not undertaken to determine (or to inform any person) whether any actions
taken (or not taken), or events occurring (or not occurring), or any other matters coming to Bond Counsel’s attention
after the date of issuance of the Series 2018A Bonds may adversely affect the value of, or the tax status of interest on,
the Series 2018A Bonds. Accordingly, the opinion of Bond Counsel is not intended to, and may not, be relied upon in
connection with any such actions, events or matters.

Although Bond Counsel is of the opinion that interest on the Series 2018A Bonds is excluded from gross
income for federal income tax purposes and is exempt from State of California personal income taxes, the ownership
or disposition of, or the accrual or receipt of amounts treated as interest on, the Series 2018 A Bonds may otherwise
affect a Beneficial Owner’s federal, state or local tax liability. The nature and extent of these other tax consequences
depends upon the particular tax status of the Beneficial Owner or the Beneficial Owner’s other items of income or
deduction. Bond Counsel expresses no opinion regarding any such other tax consequences.

Current and future legislative proposals, if enacted into law, clarification of the Code or court decisions may
cause interest on the Series 2018A Bonds to be subject, directly or indirectly, in whole or in part, to federal income
taxation or to be subject to or exempted from state income taxation, or otherwise prevent Beneficial Owners from
realizing the full current benefit of the tax status of such interest. The introduction or enactment of any such legislative
proposals or clarification of the Code or court decisions may also affect, perhaps significantly, the market price for,
or marketability of, the Series 2018 A Bonds. Prospective purchasers of the Series 2018A Bonds should consult their
own tax advisors regarding the potential impact of any pending or proposed federal or state tax legislation, regulations
or litigation, as to which Bond Counsel is expected to express no opinion.
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The opinion of Bond Counsel is based on current legal authority, covers certain matters not directly addressed
by such authorities, and represents Bond Counsel’s judgment as to the proper treatment of the Series 2018A Bonds
for federal income tax purposes. It is not binding on the Internal Revenue Service (“IRS”) or the courts. Furthermore,
Bond Counsel cannot give and has not given any opinion or assurance about the future activities of the Board, or about
the effect of future changes in the Code, the applicable regulations, the interpretation thereof or the enforcement
thereof by the IRS. The Board has covenanted, however, to comply with the requirements of the Code.

Bond Counsel’s engagement with respect to the Series 2018A Bonds ends with the issuance of the Series
2018A Bonds, and, unless separately engaged, Bond Counsel is not obligated to defend the Board or the Beneficial
Owners regarding the tax-exempt status of the Series 2018A Bonds in the event of an audit examination by the IRS.
Under current procedures, parties other than the Board and its appointed counsel, including the Beneficial Owners,
would have little, if any, right to participate in the audit examination process. Moreover, because achieving judicial
review in connection with an audit examination of tax-exempt bonds is difficult, obtaining an independent review of
IRS positions with which the Board legitimately disagrees may not be practicable. Any action of the IRS, including
but not limited to selection of the Series 2018 A Bonds for audit, or the course or result of such audit, or an audit of
bonds presenting similar tax issues, may affect the market price for, or the marketability of, the Series 2018 A Bonds,
and may cause the Board or the Beneficial Owners to incur significant expense.

Series 2018B Bonds

In the opinion of Bond Counsel, based upon an analysis of existing laws, regulations, rulings and court
decisions, and assuming, among other matters, the accuracy of certain representations and compliance with certain
covenants, interest on the Series 2018B Bonds is exempt from State of California personal income taxes. Bond
Counsel observes that interest on the Series 2018B Bonds is not excluded from gross income for federal income tax
purposes under Section 103 of the Code.Bond Counsel expresses no opinion regarding any other tax consequences
relating to the ownership or disposition of, or the amount, accrual or receipt of interest on, the Series 2018B Bonds.
Bond Counsel expects to deliver an opinion at the time of issuance of the Series 2018B Bonds substantially in the
form set forth in Appendix F hereto.

The following discussion summarizes certain U.S. federal tax considerations generally applicable to holders
of the Series 2018B Bonds that acquire their Series 2018B Bonds in the initial offering. The discussion below is based
upon laws, regulations, rulings, and decisions in effect and available on the date hereof, all of which are subject to
change, possibly with retroactive effect. Prospective investors should note that no rulings have been or are expected
to be sought from the IRS with respect to any of the U.S. federal tax consequences discussed below, and no assurance
can be given that the IRS will not take contrary positions. Further, the following discussion does not deal with U.S.
tax consequences applicable to any given investor, nor does it address the U.S. tax considerations applicable to all
categories of investors, some of which may be subject to special taxing rules (regardless of whether or not such
investors constitute U.S. Holders), such as certain U.S. expatriates, banks, REITs, RICs, insurance companies, tax-
exempt organizations, dealers or traders in securities or currencies, partnerships, S corporations, estates and trusts,
investors that hold their Series 2018B Bonds as part of a hedge, straddle or an integrated or conversion transaction, or
investors whose “functional currency” is not the U.S. dollar. Furthermore, it does not address (i) alternative minimum
tax consequences, (ii) the net investment income tax imposed under Section 1411 of the Code, or (iii) the indirect
effects on persons who hold equity interests in a holder. This summary also does not consider the taxation of the
Series 2018B Bonds under state, local or non-U.S. tax laws. In addition, this summary generally is limited to U.S. tax
considerations applicable to investors that acquire their Series 2018B Bonds pursuant to this offering for the issue
price that is applicable to such Series 2018B Bonds (i.e., the price at which a substantial amount of the
Series 2018B Bonds are sold to the public) and who will hold their Series 2018B Bonds as “capital assets” within the
meaning of Section 1221 of the Code.

As used herein, “U.S. Holder” means a beneficial owner of a Series 2018B Bond that for U.S. federal income
tax purposes is an individual citizen or resident of the United States, a corporation or other entity taxable as a
corporation created or organized in or under the laws of the United States or any state thereof (including the District
of Columbia), an estate the income of which is subject to U.S. federal income taxation regardless of its source or a
trust where a court within the United States is able to exercise primary supervision over the administration of the trust
and one or more United States persons (as defined in the Code) have the authority to control all substantial decisions
of the trust (or a trust that has made a valid election under U.S. Treasury Regulations to be treated as a domestic trust).
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As used herein, “Non-U.S. Holder” generally means a beneficial owner of a Series 2018B Bond (other than a
partnership) that is not a U.S. Holder. If a partnership holds Series 2018B Bonds, the tax treatment of such partnership
or a partner in such partnership generally will depend upon the status of the partner and upon the activities of the
partnership. Partnerships holding Series 2018B Bonds, and partners in such partnerships, should consult their own tax
advisors regarding the tax consequences of an investment in the Series 2018B Bonds (including their status as U.S.
Holders or Non-U.S. Holders).

Notwithstanding the rules described below, it should be noted that, under newly enacted law that is effective
for tax years beginning after December 31, 2017 (or, in the case of original issue discount, for tax years beginning
after December 31, 2018), certain taxpayers that are required to prepare certified financial statements or file financial
statements with certain regulatory or governmental agencies may be required to recognize income, gain and loss with
respect to the Series 2018B Bonds at the time that such income, gain or loss is recognized on such financial statements
instead of under the rules described below.

Prospective investors should consult their own tax advisors in determining the U.S. federal, state, local or
non-U.S. tax consequences to them from the purchase, ownership and disposition of the Series 2018B Bonds in light
of their particular circumstances.

U.S. Holders

Interest. Interest on the Series 2018B Bonds generally will be taxable to a U.S. Holder as ordinary interest
income at the time such amounts are accrued or received, in accordance with the U.S. Holder’s method of accounting
for U.S. federal income tax purposes.

To the extent that the issue price of any maturity of the Series 2018B Bonds is less than the amount to be
paid at maturity of such Series 2018B Bonds (excluding amounts stated to be interest and payable at least annually
over the term of such Series 2018B Bonds) by more than a de minimis amount, the difference may constitute original
issue discount (“OID”). U.S. Holders of Series 2018B Bonds will be required to include OID in income for U.S.
federal income tax purposes as it accrues, in accordance with a constant yield method based on a compounding of
interest (which may be before the receipt of cash payments attributable to such income). Under this method, U.S.
Holders generally will be required to include in income increasingly greater amounts of OID in successive accrual
periods.

Series 2018B Bonds purchased for an amount in excess of the principal amount payable at maturity (or, in
some cases, at their earlier call date) will be treated as issued at a premium. A U.S. Holder of a Series 2018B Bond
issued at a premium may make an election, applicable to all debt securities purchased at a premium by such U.S.
Holder, to amortize such premium, using a constant yield method over the term of such Series 2018B Bond.

Sale or Other Taxable Disposition of the Series 2018B Bonds. Unless a nonrecognition provision of the Code
applies, the sale, exchange, redemption, retirement (including pursuant to an offer by the Board) or other disposition
of a Series 2018B Bond will be a taxable event for U.S. federal income tax purposes. In such event, in general, a U.S.
Holder of a Series 2018B Bond will recognize gain or loss equal to the difference between (i) the amount of cash plus
the fair market value of property received (except to the extent attributable to accrued but unpaid interest on the Series
2018B Bond, which will be taxed in the manner described above) and (ii) the U.S. Holder’s adjusted U.S. federal
income tax basis in the Series 2018B Bond (generally, the purchase price paid by the U.S. Holder for the
Series 2018B Bond, decreased by any amortized premium, and increased by the amount of any OID previously
included in income by such U.S. Holder with respect to such Series 2018B Bond). Any such gain or loss generally
will be capital gain or loss. In the case of a non-corporate U.S. Holder of the Series 2018B Bonds, the maximum
marginal U.S. federal income tax rate applicable to any such gain will be lower than the maximum marginal U.S.
federal income tax rate applicable to ordinary income if such U.S. holder’s holding period for the Series 2018B Bonds
exceeds one year. The deductibility of capital losses is subject to limitations.

Defeasance of the Series 2018B Bonds. If the Board defeases any Series 2018B Bond, the Series 2018B Bond

may be deemed to be retired and “reissued” for U.S. federal income tax purposes as a result of the defeasance. In that
event, in general, a holder will recognize taxable gain or loss equal to the difference between (i) the amount realized
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from the deemed sale, exchange or retirement (less any accrued qualified stated interest which will be taxable as such)
and (ii) the holder’s adjusted tax basis in the Series 2018B Bond.

Information Reporting and Backup Withholding. Payments on the Series 2018B Bonds generally will be
subject to U.S. information reporting and possibly to “backup withholding.” Under Section 3406 of the Code and
applicable U.S. Treasury Regulations issued thereunder, a non-corporate U.S. Holder of the Series 2018B Bonds may
be subject to backup withholding at the current rate of 24% with respect to “reportable payments,” which include
interest paid on the Series 2018B Bonds and the gross proceeds of a sale, exchange, redemption, retirement or other
disposition of the Series 2018B Bonds. The payor will be required to deduct and withhold the prescribed amounts if
(1) the payee fails to furnish a U.S. taxpayer identification number (“TIN”) to the payor in the manner required, (ii) the
IRS notifies the payor that the TIN furnished by the payee is incorrect, (iii) there has been a “notified payee
underreporting” described in Section 3406(c) of the Code or (iv) the payee fails to certify under penalty of perjury that
the payee is not subject to withholding under Section 3406(a)(1)(C) of the Code. Amounts withheld under the backup
withholding rules may be refunded or credited against the U.S. Holder’s federal income tax liability, if any, provided
that the required information is timely furnished to the IRS. Certain U.S. holders (including among others, corporations
and certain tax-exempt organizations) are not subject to backup withholding. A holder’s failure to comply with the
backup withholding rules may result in the imposition of penalties by the IRS.

Non-U.S. Holders

Interest. Subject to the discussions below under the headings “Information Reporting and Backup
Withholding” and “Foreign Account Tax Compliance Act,” payments of principal of, and interest on, any
Series 2018B Bond to a Non-U.S. Holder, other than (1) a controlled foreign corporation, a such term is defined in
the Code, which is related to the Board through stock ownership and (2) a bank which acquires such Series
2018B Bond in consideration of an extension of credit made pursuant to a loan agreement entered into in the ordinary
course of business, will not be subject to any U.S. federal withholding tax provided that the beneficial owner of the
Series 2018B Bond provides a certification completed in compliance with applicable statutory and regulatory
requirements, which requirements are discussed below under the heading “Information Reporting and Backup
Withholding,” or an exemption is otherwise established.

Disposition of the Series 2018B Bonds. Subject to the discussions below under the headings “Information
Reporting and Backup Withholding” and “FATCA,” any gain realized by a Non-U.S. Holder upon the sale, exchange,
redemption, retirement (including pursuant to an offer by the Board or a deemed retirement due to defeasance of the
Series 2018B Bond) or other disposition of a Series 2018B Bond generally will not be subject to U.S. federal income
tax, unless (i) such gain is effectively connected with the conduct by such Non-U.S. Holder of a trade or business
within the United States; or (ii) in the case of any gain realized by an individual Non-U.S. Holder, such holder is
present in the United States for 183 days or more in the taxable year of such sale, exchange, redemption, retirement
(including pursuant to an offer by the Board) or other disposition and certain other conditions are met.

U.S. Federal Estate Tax. A Series 2018B Bond that is held by an individual who at the time of death is not a
citizen or resident of the United States will not be subject to U.S. federal estate tax as a result of such individual’s
death, provided that, at the time of such individual’s death, payments of interest with respect to such Series
2018B Bond would not have been effectively connected with the conduct by such individual of a trade or business
within the United States.

Information Reporting and Backup Withholding. Subject to the discussion below under the heading
“FATCA,” under current U.S. Treasury Regulations, payments of principal and interest on any Series 2018B Bonds
to a holder that is not a United States person will not be subject to any backup withholding tax requirements if the
beneficial owner of the Series 2018B Bond or a financial institution holding the Series 2018B Bond on behalf of the
beneficial owner in the ordinary course of its trade or business provides an appropriate certification to the payor and
the payor does not have actual knowledge that the certification is false. If a beneficial owner provides the certification,
the certification must give the name and address of such owner, state that such owner is not a United States person,
or, in the case of an individual, that such owner is neither a citizen nor a resident of the United States, and the owner
must sign the certificate under penalties of perjury. The current backup withholding tax rate is 24%.

16



Foreign Account Tax Compliance Act (“FATCA”)—U.S. Holders and Non-U.S. Holders

Sections 1471 through 1474 of the Code, impose a 30% withholding tax on certain types of payments made
to foreign financial institutions, unless the foreign financial institution enters into an agreement with the U.S. Treasury
to, among other things, undertake to identify accounts held by certain U.S. persons or U.S.-owned entities, annually
report certain information about such accounts, and withhold 30% on payments to account holders whose actions
prevent it from complying with these and other reporting requirements, or unless the foreign financial institution is
otherwise exempt from those requirements. In addition, FATCA imposes a 30% withholding tax on the same types of
payments to a non-financial foreign entity unless the entity certifies that it does not have any substantial U.S. owners
or the entity furnishes identifying information regarding each substantial U.S. owner. Failure to comply with the
additional certification, information reporting and other specified requirements imposed under FATCA could result
in the 30% withholding tax being imposed on payments of interest and principal under the Series 2018B Bonds and
sales proceeds of Series 2018B Bonds held by or through a foreign entity. In general, withholding under FATCA
currently applies to payments of U.S. source interest (including OID) and, under current guidance, will apply to
(i) gross proceeds from the sale, exchange or retirement of debt obligations paid after December 31, 2018 and
(ii) certain “passthru” payments no earlier than January 1, 2019. Prospective investors should consult their own tax
advisors regarding FATCA and its effect on them.

The foregoing summary is included herein for general information only and does not discuss all aspects of
U.S. federal taxation that may be relevant to a particular holder of Series 2018B Bonds in light of the holder’s
particular circumstances and income tax situation. Prospective investors are urged to consult their own tax advisors
as to any tax consequences to them from the purchase, ownership and disposition of Series 2018B Bonds, including
the application and effect of state, local, non-U.S., and other tax laws.

CERTAIN LEGAL MATTERS

Certain legal matters incident to the authorization, issuance, sale and delivery by the Board of the Series 2018
Bonds and with regard to the tax status of interest on the Series 2018 Bonds under existing laws are subject to the
approving opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel. Bond Counsel undertakes no responsibility
for the accuracy, completeness or fairness of this Official Statement. Orrick, Herrington & Sutcliffe LLP, as
Disclosure Counsel, will provide certain other legal services for the Board. The form of opinion Bond Counsel
proposes to render with respect to the Series 2018 Bonds is attached as Appendix F hereto.

CONTINUING DISCLOSURE

The Board will covenant for the benefit of the Holders and Beneficial Owners (as defined in the Continuing
Disclosure Certificate) of the Series 2018 Bonds to provide certain financial information and operating data relating
to CSU by not later than January 1 following the end of CSU’s fiscal year (which fiscal year as of the date hereof ends
June 30) (the “Annual Report”), and to provide notices of the occurrence of certain enumerated events. The Annual
Report and notices of enumerated events will be filed directly with the Municipal Securities Rulemaking Board. The
specific nature of the information to be contained in the Annual Report or the notices of enumerated events is
summarized in Appendix E—“FORM OF CONTINUING DISCLOSURE CERTIFICATE.” Pursuant to the
Indenture, failure of the Board to comply with its obligations under the Continuing Disclosure Certificate will not be
considered an event of default under the Indenture. However, the Trustee and any Holder or Beneficial Owner (as
defined in the Continuing Disclosure Certificate) may take such actions as may be necessary and appropriate, including
seeking mandate or specific performance by court order, to cause the Board to comply with its obligations under the
Continuing Disclosure Certificate.

In the previous five years, the Board has complied in all material respects with all previous undertakings with
regard to providing the Annual Reports and notices of enumerated events in accordance with Rule 15¢2-12 of the
Securities and Exchange Commission.

LEGALITY FOR INVESTMENT
Under provisions of the Act, the Series 2018 Bonds are legal investments in California for commercial and

savings banks, all trust funds, for the funds of all insurance companies, trust companies, and for State school funds.
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Any moneys or funds which may by law be invested in bonds of a county, municipality or school district may be
invested in the Series 2018 Bonds, and the Series 2018 Bonds may also be used as security for the deposit of public
moneys in banks in California.

LITIGATION

There is no litigation of any nature pending against the Board (with service of process on the Board having
been accomplished) as of the date of this Official Statement to restrain or enjoin the issuance, sale, execution or
delivery of the Series 2018 Bonds or in any way contesting or affecting the validity of the Series 2018 Bonds or the
security thereof, or any proceedings of the Board taken with respect to the issuance or sale thereof. At the time of
delivery of the Series 2018 Bonds, the Board will furnish a certificate to the effect that no such litigation is then
pending.

At any given time, including the present, there are certain other claims and disputes, including those currently
in litigation, that arise in the normal course of CSU’s activities. Such matters could, if determined adversely to the
Board, affect expenditures by the Board, and in some cases, its Gross Revenues. The Board and its General Counsel
are of the opinion that no pending actions are likely to have a material adverse effect on the Board’s ability to pay the
principal of, premium, if any, and interest on the Series 2018 Bonds when due.

RATINGS

The Series 2018 Bonds have been assigned ratings of “Aa2” and “AA-" by Moody’s Investors Service and
S&P Global Ratings, respectively. Such ratings reflect only the views of the respective rating agencies, and
explanations of the significance of the ratings must be obtained from the rating agencies furnishing such ratings. There
is no assurance that such ratings will continue for any given period of time or will not be revised downward or
withdrawn entirely by the rating agencies, if in the judgment of the rating agencies circumstances so warrant. A
downward revision or withdrawal of any such ratings may have an adverse effect on the market price of the Series
2018 Bonds.

UNDERWRITING

The Series 2018 Bonds are being purchased by an underwriting group represented by
Morgan Stanley & Co. LLC and Goldman Sachs & Co. LLC (collectively called the “Underwriters”) from the State
Treasurer, who is authorized pursuant to the Act to sell the Series 2018 Bonds on behalf of the Board. The Underwriters
have agreed to purchase the Series 2018 Bonds at a price of $753,249,204.89. The price represents the principal
amount of the Series 2018 Bonds, plus original issue premium of $91,437,152.40, less an Underwriters’ discount of
$1,877,947.51. The purchase contract pursuant to which the Series 2018 Bonds are being sold provides that the
Underwriters will purchase all of the Series 2018 Bonds if any such Series 2018 Bonds are purchased with the
obligation to make such purchase being subject to certain terms and conditions set forth in such purchase contract, the
approval of certain legal matters by counsel and certain other conditions.

Several of the Underwriters have provided letters to the Board and the State Treasurer relating to their
distribution practices or other affiliations for inclusion in this Official Statement, which are set forth in Appendix I.
The Board does not guarantee the accuracy or completeness of the information contained in such letters and the
information therein is not to be construed as a representation of the Board or any Underwriter other than the
Underwriter providing such representation.

MUNICIPAL ADVISOR

The Board has entered into an agreement with KNN Public Finance, LLC (the “Municipal Advisor”),
whereunder the Municipal Advisor provides financial recommendations and guidance to the Board with respect to
preparation for sale of the Series 2018 Bonds, timing of sale, bond market conditions, costs of issuance and other
factors related to the sale of the Series 2018 Bonds. The Municipal Advisor has read and participated in the drafting
of certain portions of this Official Statement. The Municipal Advisor has not audited, authenticated or otherwise
verified the information set forth in the Official Statement.
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FINANCIAL INTERESTS

The fees payable to the Underwriters, Underwriters’ Counsel, Bond Counsel, Disclosure Counsel and the
Municipal Advisor are contingent upon the issuance of the Series 2018 Bonds.

VERIFICATION OF MATHEMATICAL COMPUTATIONS

Causey Demgen & Moore P.C. (the “Verification Agent”), a firm of independent public accountants, will
deliver to the Board, on or before the settlement date of the Series 2018 Bonds, its verification report indicating that
it has verified, in accordance with attestation standards established by the American Institute of Certified Public
Accountants, the mathematical accuracy of (a) the mathematical computations of the adequacy of the cash and the
maturing principal of and interest on the Defeasance Securities, to pay, when due, the maturing principal of, interest
on and related call premium requirements of the Bonds to be Refunded, and (b) the mathematical computations of
yield used by Bond Counsel to support its opinion that interest on the Series 2018 A Bonds will be excluded from gross
income for federal income tax purposes.

The verification performed by the Verification Agent will be solely based upon data, information and
documents provided to the Verification Agent by the Board and its representatives. The Verification Agent will restrict
its procedures to recalculating the computations provided by the Board and its representatives and will not evaluate
or examine the assumptions or information used in the computations.

AUDITED FINANCIAL STATEMENTS

The audited financial statements for Fiscal Year 2016-17 for CSU included in Appendix C of this Official
Statement have been audited by KPMG LLP (the “Auditor”), certified public accountants, independent auditor, as
stated in its report included in Appendix C herein. Gross Revenues and certain other financial information relating to
the Systemwide Revenue Bond program are presented in the form of supplemental schedules to the combined financial
statements of the Board. No opinion is expressed by the Auditor with respect to any event subsequent to its report
dated November 17, 2017 to the Board. The Auditor, as independent auditor, has not been engaged to perform and
has not performed, since the date of its report included in Appendix C herein, any procedures on the financial
statements addressed in that report. The Auditor also has not performed any procedures relating to this Official
Statement. Except as disclosed herein, CSU believes that there has not been any material adverse change in the
financial condition of CSU since June 30, 2017.

Financial statements with detailed campus information can be found at:

http://www.calstate.edu/financialservices/resources/auditedstatements/financial statements.shtml

[Remainder of Page Intentionally Blank.]
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MISCELLANEOUS
Any statements in this Official Statement involving matters of opinion, whether or not expressly so stated,
are intended as such and not as representations of fact. This Official Statement is not to be construed as a contract or
agreement between the Board and the purchasers or holders of any of the Series 2018 Bonds.
The execution and delivery of this Official Statement has been duly authorized by the Board.
TRUSTEES OF THE CALIFORNIA STATE UNIVERSITY
By: /s/ Dr. Timothy P. White

Dr. Timothy P. White
Chancellor
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APPENDIX A
CALIFORNIA STATE UNIVERSITY
GENERAL

California State University (“CSU”) is the nation’s largest and one of the most affordable systems of public
higher education serving approximately 484,000 students and employing approximately 64,600 faculty and staff. CSU
spans the entire State of California (the “State”) and includes the State’s oldest public higher education institution.
With nearly 120,000 annual graduates and over 3.4 million living alumni, 1 in 10 employees in California is a CSU
graduate. Its annual budget for fiscal year 2017-18 is over $9.96 billion. The CSU’s administrative offices are located
in Long Beach, California.

The CSU system (the “CSU System”) is an agency of the State created by the Donahoe Higher Education
Act of 1960, which reorganized higher education in California. At that time, twelve existing schools, previously under
the jurisdiction of the State Board of Education, were brought under the stewardship of the Board of Trustees (the
“Board”). Today there are 23 campuses and eight off-campus centers in the CSU System. See Appendix B for an
overview of each campus.

Education Program

The educational responsibilities of CSU are to provide undergraduate and graduate instruction through
bachelor’s and master’s degrees in the liberal arts and sciences, in applied fields, and the professions. The 23 campuses
of the CSU offer 4,100 undergraduate and graduate degrees through both classroom and online instruction, as well as
nursing degrees and teaching credentials. Over 60 doctoral degrees are offered independently or jointly with the
University of California and other private institutions in California, including Doctor of Education (Ed.D.), Doctor of
Nursing Practice (DNP) and Doctor of Physical Therapy (DPT). CSU has two highly ranked polytechnic campuses,
California Polytechnic State University, San Luis Obispo and California State Polytechnic University, Pomona, out
of a total of 11 polytechnic universities in the nation.

The mission statement of CSU lists the following general objectives:

To advance and extend knowledge, learning, and culture, especially throughout California.
e To provide opportunities for individuals to develop intellectually, personally, and professionally.

e To prepare significant numbers of educated, responsible people to contribute to California’s schools,
economy, culture, and future.

e To encourage and provide access to an excellent education to all who are prepared for and wish to
participate in collegiate study.

e To offer undergraduate and graduate instruction leading to bachelor’s and higher degrees in the liberal
arts and sciences, the applied fields, and the professions, including doctoral degrees when authorized.

e To prepare students for an international, multi-cultural society.

To provide public services that enrich the university and its communities.
Accreditation

The regional accrediting body for California, Hawaii, and certain Pacific Islands is the Western Association
of Schools and Colleges (“WASC”), which is one of the six major regional college accreditation agencies in the United

States. WASC'’s Senior College and University Commission (“WSCUC”) has granted institutional accreditation to
all 23 CSU campuses on an individual basis.
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GOVERNANCE AND ADMINISTRATION
The Board of Trustees
CSU is governed by the Board through the Chancellor, who is the chief executive officer of the CSU System.

Under present law there are 24 voting Trustees and one non-voting Trustee, for a total of 25 Trustees.
Appointments are for eight years, except for the Student Trustees, the Alumni Trustee and the Faculty Trustee whose
terms are for two years. After the expiration of their terms, Trustees remain on the Board until a replacement is named,
provided, however, that a Trustee subject to State Senate confirmation may not remain on the Board longer than
60 days without reappointment. All appointments, except for the Student, Alumni and Faculty Trustees, must be
confirmed by the State Senate.

Five voting Trustees are ex officio members: the Governor, the Lieutenant Governor, the Speaker of the
Assembly, the State Superintendent of Public Instruction and the Chancellor. Nineteen of the Trustees are appointed
by the Governor for staggered terms of office, while the Alumni Trustee is appointed by the CSU Statewide Alumni
Council.

The Governor is designated as the President of the Board. The Executive Vice Chancellor, Administration
and Finance, and Chief Financial Officer, Steve Relyea, serves as Treasurer, and Andrew Jones serves as Secretary.

The following individuals currently serve as voting members of the governing Board of CSU:

The Honorable Edmund G. Brown, Jr. Governor of California

The Honorable Gavin Newsom Lieutenant Governor

The Honorable Anthony Rendon Speaker of the Assembly

The Honorable Tom Torlakson State Superintendent of Public Instruction
Dr. Timothy P. White CSU Chancellor

Adam Day Chair, CSU Board of Trustees
Lillian Kimbell Vice Chair, CSU Board of Trustees
Dr. Silas Abrego Member, CSU Board of Trustees
Jane W. Carney Member, CSU Board of Trustees
Rebecca D. Eisen Member, CSU Board of Trustees
Dr. Douglas Faigin Member, CSU Board of Trustees
Dr. Debra S. Farar Member, CSU Board of Trustees
Jean P. Firstenberg Member, CSU Board of Trustees
Wenda Fong Member, CSU Board of Trustees

Emily F. Hinton

Jack McGrory

Thelma Meléndez de Santa Ana
Hugo N. Morales

John Nilon

J. Lawrence Norton

Romey Sabalius

Lateefah Simon

Christopher Steinhauser

Peter J. Taylor

Student, CSU Board of Trustees

Member, CSU Board of Trustees
Member, CSU Board of Trustees
Member, CSU Board of Trustees
Alumni, CSU Board of Trustees

Member, CSU Board of Trustees
Faculty, CSU Board of Trustees

Member, CSU Board of Trustees
Member, CSU Board of Trustees
Member, CSU Board of Trustees

Central Administration

The Board appoints the Chancellor and the Vice Chancellors of the CSU system, and the President of each
campus, each of whom is the Chief Executive Officer of the respective campus. The Board, the Chancellor, the Vice
Chancellors, and the Presidents develop systemwide policy that is implemented at the campus level through
broad-based consultative procedures. Principal staff members of the CSU System are located in the CSU
administrative office in Long Beach. They include:
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Dr. Timothy P. White, Chancellor and member of the Board. Dr. White joined CSU in December 2012 after
having served as chancellor of the University of California, Riverside since 2008. Previously, Dr. White was the
president of the University of Idaho from 2004 to 2008. He also served at Oregon State University from 1996 to 2004
as a dean, the provost and executive vice president, and with an interim appointment as president. Dr. White is a
product of the California Master Plan for Higher Education, having pursued his higher education from Diablo Valley
Community College, Fresno State University, CSU East Bay (formally CSU, Hayward), and his Ph.D. from the
University of California, Berkeley.

Steve W. Relyea, Executive Vice Chancellor and Chief Financial Officer for Business and Finance and
Treasurer of the Board, joined the Chancellor’s Office in April 2014. Prior to joining CSU, Mr. Relyea had over thirty
years of experience in administration and finance in the University of California system and had most recently served
as Vice Chancellor of External and Business Affairs at the University of California, San Diego.

Dr. Loren J. Blanchard, Executive Vice Chancellor for Academic and Student Affairs, was appointed in
July 2015. Prior to his appointment, Dr. Blanchard was the provost and senior vice president for academic affairs at
the Xavier University of Louisiana and prior to that was the associate vice chancellor for academic and multicultural
affairs at Louisiana State University Health Sciences Center and provost and senior vice president for academic affairs
at the University of Louisiana System of Colleges and Universities.

Andrew Jones, Executive Vice Chancellor, General Counsel and Secretary of the Board, was appointed in
December 2017. Mr. Jones joined CSU Office of General Counsel (“OGC”) in 2000 and previously served as
Associate Vice Chancellor and Deputy General Counsel, a role in which he coordinated with the Executive Vice
Chancellor and General Counsel in supervising OGC operations and legal services for all 23 campuses. Prior to joining
the CSU, Jones was in private practice for over 15 years first as a partner at Adams, Duque & Hazeltine and later in
his own firm, Myers & Jones, LLP.

Garrett P. Ashley, Vice Chancellor, University Relations and Advancement, was appointed in
November 2008. Prior to joining CSU, Mr. Ashley was Undersecretary for International Trade in the Business and
Housing Agency for the State of California and worked for former Governor Arnold Schwarzenegger as Deputy Chief
of Staff for Operations. Mr. Ashley’s public policy and government experience extends to the United States Congress
and other Governor-appointed positions prior to 1991.

Melissa Bard, Vice Chancellor for Human Resources, was appointed in June 2017. Ms. Bard joins the CSU
from East Carolina University where she served as associate vice chancellor and chief human resources officer. Ms.
Bard’s other higher education experience include human resource leadership roles at Pennsylvania State University,
Frederick Community College, and the Pennsylvania State System of Higher Education. From 2004-2016, Ms. Bard
also served as an adjunct member of the faculty at the universities for which she held administrative positions.

Larry Mandel, Vice Chancellor and Chief Audit Officer, is the chief audit executive of CSU and provides
leadership in the design, analysis and implementation of a comprehensive audit and advisory services program for the
CSU System and its auxiliary organizations. Mr. Mandel joined the CSU in 1968 and assumed his current position in
March 1997. Mr. Mandel has worked in the internal audit area for more than 40 years and in higher education for
more than 50 years, spending the first ten years in academic program and resource administration.

Campus Administration

Campus presidents are the chief executive officers of their respective campuses. They report to the
Chancellor and the Board and are responsible for all campus activities, including educational activities funded from
State appropriations and a variety of support activities funded from non-State resources. As a result, campus presidents
are required to develop and oversee all non-State self-supporting services and programs.

The laws applicable to CSU include provisions for the establishment of auxiliary organizations, which are
chartered by their respective campus to perform many non-State self-supporting activities under the supervision of
their respective campus president. Due to restrictions on the use of State funds, activities conducted by the auxiliary
organizations must be self-supporting. There are 86 auxiliary organizations that operate pursuant to special written
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agreements with their respective campus and perform specific functions that contribute to the educational mission of
the campus. They are subject to certain specific statutes, regulations and policies established by the Board, the
Chancellor, and the campus presidents; almost all auxiliary organizations are classified as non-profit for tax purposes.
Revenue in excess of expenditures for a given fiscal year is used to establish working capital and reserves and to pay
for capital expenditures or special campus programs as developed through a campus program budget review process.
Auxiliary organization financial activity is audited annually and incorporated in the CSU audited financial statements.
For additional information, see Appendix C — “AUDITED FINANCIAL STATEMENTS OF CALIFORNIA STATE
UNIVERSITY AS OF JUNE 30, 2017.”

[REMAINDER OF PAGE INTENTIONALLY BLANK]
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Enrollment

THE CSU SYSTEM AND CAMPUSES

The following table sets forth Fall enrollment figures for each CSU campus for the years 2013 to 2017.

TABLE 1
CALIFORNIA STATE UNIVERSITY
SIZE AND ENROLLMENT
2013 through 2017V
Size of
Campus
Including
Date Agricultural &
Institution Reserve
Present Name Opened (Acres) Fall Enrollment (Headcount)®
2013 2014 2015 2016 2017

CSU, Bakersfield 1970 376 8,371 8,720 9,228 9,341 9,863
CSU Channel Islands 2002 1,189 5,140 5,879 6,167 6,611 7,053
CSU, Chico 1889 776 16,356 17,287 17,220 17,557 17,789
CSU, Dominguez Hills 1965 356 14,670 14,687 14,635 14,731 15,179
CSU, East Bay 1959 355 14,526 14,823 15,528 15,855 15,435
CSU, Fresno 1911 1,397 23,060 23,179 24,136 24,405 25,168
CSU, Fullerton 1959 241 38,325 38,128 38,948 40,235 40,439
Humboldt State University 1914 231 8,293 8,485 8,790 8,503 8,347
CSU, Long Beach 1949 319 35,586 36,809 37,446 37,776 37,065
CSU, Los Angeles 1947 160 23,258 24,488 27,680 27,827 28,253
CSU Maritime Academy 1929 88 1,046 1,047 1,075 1,107 1,050
CSU, Monterey Bay 1995 1,054 5,732 6,631 7,102 7,274 7,131
CSU, Northridge 1958 338 38,310 40,131 41,548 39,916 39,816
California State Polytechnic

University, Pomona 1938 1,302 22,501 23,966 23,717 25,326 25,894
CSU, Sacramento 1947 294 28,811 29,349 30,284 30,510 30,661
CSU, San Bernardino 1965 442 18,398 18,952 20,024 20,767 20,461
San Diego State University 1897 539 32,759 33,483 34,254 34,688 34,828
San Francisco State University 1899 163 29,905 29,465 30,256 29,045 29,607
San Jose State University 1862 150 31,278 32,713 32,773 32,154 33,409
California Polytechnic State

University, San Luis Obispo 1901 5,965 19,703 20,186 20,944 21,306 22,188
CSU, San Marcos 1990 303 11,300 12,154 12,793 13,144 13,893
Sonoma State University 1961 4,216 9,120 9,290 9,408 9,323 9,223
CSU, Stanislaus 1960 227 8,917 9,045 9,282 9,762 10,003
Total: 445,365 458,897 473,238 477,163 482,755

(M The above data include undergraduate, post-baccalaureate and graduate students but exclude the non-campus programs of CalState Teach and
International Studies, which for Fall 2017 enrollments of 1,033 and 509 students, respectively.

Source: California State University

Overall enrollment has increased every year since Spring 2011. In Fall 2017, enrollment increased by 1.2%
from the prior year. See “GENERAL CSU FINANCIAL INFORMATION—State Budget Acts for Recent Fiscal
Years” and “—State Budget for Fiscal Year 2018-19.” Each CSU campus has the ability to seek adjustments to
student fees and other charges constituting Gross Revenues in order to mitigate adverse effects of declining enrollment

on Gross Revenues. See Table 8.

Table 2 below sets forth total enrollment and full time undergraduate enrollment information for CSU and
the University of California for the years 2013 to 2017.



TABLE 2
ENROLLMENT IN
PUBLIC UNIVERSITIES IN CALIFORNIA
Fall 2013 through 2017®

Fall 2013 Fall 2014 Fall 2015 Fall 2016 Fall 2017
Full Time Full Time Full Time Full Time Full Time
Total Undergrad Total Undergrad Total Undergrad Total Undergrad Total ~ Undergrad®

California
State
University 445,365 333,556 458,897 345,109 473,238 357,812 477,163 362,736 482,755 370,515
University of
California 228,998 182,420 236,900 188,199 241,876 192,154 270,112 202,865 278,996 216,747

M For CSU, the above data exclude the non-campus programs of CalState Teach and International Studies, which for Fall 2017 had
enrollments of 1,033 and 509 students, respectively.
@ Represents total undergraduate headcount for University of California. Full-time undergraduate headcount is not available.

Source: California State University and University of California

Table 3 below sets forth full time equivalent student enrollment (“FTES”) data for CSU graduate and
undergraduate students for academic years 2012-13 through 2016-17. FTES is a measurement of enrollment derived
by dividing total student credit hours for a term by twelve for graduate and fifteen for undergraduate students, and is
used for budgeting and accounting for actual educational activity. Approximately 94 percent of FTE students are
classified as California residents and six percent are classified as non-residents.

TABLE 3
CALIFORNIA STATE UNIVERSITY
FULL TIME EQUIVALENT STUDENTS
Academic Year® 2012-13 through 2016-17®

2012-13 2013-14 2014-15 2015-16 2016-17
352,272 365,224 377,731 389,935 396,080

M Academic year FTES; excludes summer term FTES. FTES data reflected in Appendix C — “AUDITED FINANCIAL STATEMENTS OF
THE CALIFORNIA STATE UNIVERSITY AS OF JUNE 30, 2017” presents college year FTES, which includes summer term FTES, and is
shown on a fiscal year basis.

@ Excludes the non-campus programs of CalState Teach and International Studies, which for academic year 2016-17 had FTES enrollments of
915 and 430 students, respectively.

Source: California State University

Student Tuition Fees and Other Education Costs

Charges for attending CSU are set by the Board, or by the Chancellor or campus presidents under delegations
from the Board. Students who are classified as California residents pay charges based upon whether they are full or
part-time students and, to some degree, which campus they are attending due to variations in other campus-based fees.
Based on provisions in the CSU Fee Policy (adopted in May 2010 by the Board and effective January 2011), the “State
University Fee” became known as the “Tuition Fee” paid by undergraduate, graduate, post-baccalaureate, credential
and doctoral students to support basic instruction and other mandatory CSU costs. Effective with the issuance of the
Board’s Systemwide Revenue Bonds, Series 2016, on April 20, 2016, Tuition Fee revenues were designated by the
Board as additional Gross Revenues pledged to the repayment of Systemwide Revenue Bonds under the Indenture.

During the 2017-18 academic year, the Tuition Fee for undergraduate part-time students (taking up to 6 units)
is $3,330 and for full-time undergraduate students (taking 6.1 units or more) is $5,742.

Table 4 sets forth the systemwide part-time/full-time Tuition Fee for California resident undergraduate
students for academic years 2013-14 to 2017-18. Effective April 20, 2016, the Board designated Tuition Fee revenues
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as Gross Revenues pledged as security for Systemwide Revenue Bonds. See “SECURITY FOR THE SERIES 2018
BONDS” and “SYSTEMWIDE REVENUE BOND PROGRAMS — Tuition Fees.”

TABLE 4
CALIFORNIA STATE UNIVERSITY
TUITION FEE PER ACADEMIC YEAR
FOR CALIFORNIA RESIDENT UNDERGRADUATES
2013-14 through 2017-18

Tuition Fee

Academic Year Part time Full time
2013-14 $3,174 $5472
2014-15 3,174 5472
2015-16 3,174 5472
2016-17 3,174 5472
2017-18 3,330 5,742

Source: California State University

For the 2017-18 academic year, graduate students pay a Tuition Fee of $4,164 (part-time) and $7,176
(full-time). Doctoral students have a Tuition Fee per academic year ranging from $11,838 to $17,196 for academic
year 2017-18 depending upon the program. Nonresident students pay $264 per quarter unit or $396 per semester unit
in addition to applicable Tuition Fee in the 2017-18 academic year. The Tuition Fee, including the amount constituting
such nonresident tuition, is set by the Board or by the Chancellor or campus presidents under delegations from the
Board. Currently, there is no planned increase in the Tuition Fee for the 2018-19 academic year.

In addition to the Tuition Fee, other campus-based fees are charged to each enrolled student for services or
programs that are available to or provided for all students on each campus. These fees range from $843 to $3,718 per
year for academic year 2017-18. In academic year 2017-18, the Tuition Fee for California residents, plus such other
campus-based fees, average a total of $7,217, ranging from a low of $6,585 at California State University, Fresno to
a high of $9,460 at California Polytechnic State University, San Luis Obispo.

Other campus-based charges and fees may also be incurred by students, such as: application fees, graduation
and diploma fees, transcript fees, late registration fees, catalog fees, identification card fees, and miscellaneous fees
for courses not fully funded out of operating expense (e.g., lab, field trips, art materials, instrument fees). Such other
campus-based fees are generally not pledged to the repayment of Systemwide Revenue Bonds. See “SECURITY
FOR THE SERIES 2018 BONDS.”

The total cost of attending CSU varies based upon the student’s academic program, where the student will
live, the location of the campus the student will attend and other factors unique to each student. The amount charged
by CSU remains low in comparison to other institutions of higher education, both inside and outside the State. CSU
believes the attractive price of education it offers supports the strong demand for its services.

Revenue Management and Investments

Charges for attending CSU are collected at the time of registration for each academic term, and are deposited
into local university bank accounts. Campuses with facilities that were financed through the issuance of the Board’s
revenue bonds also deposit revenues, including Gross Revenues, for those programs into local university bank
accounts, which are swept daily for investment through CSU’s investment program. Operating expenses are paid
from local university bank accounts by each campus with funds drawn from CSU’s investment program.

CSU’s investment portfolio consists primarily of investments in the State of California Surplus Money
Investment Fund and CSU’s Consolidated Investment Pool. See Appendix C — “AUDITED FINANCIAL
STATEMENTS OF THE CALIFORNIA STATE UNIVERSITY AS OF JUNE 30, 2017” at Note (3)(b). Currently,
the CSU’s Consolidated Investment Pool consists of the Liquidity Portfolio (the “Liquidity Portfolio”, previously
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known as the Systemwide Investment Fund Trust or “SWIFT”) and the Total Return Portfolio (“TRP”’). The Liquidity
Portfolio is managed through contracts with two investment management firms, each of whom provides investment
management services for the program. Funds invested in the Liquidity Portfolio are split evenly between the
investment managers through a custodian bank on behalf of the CSU and invested by the investment managers
according to permitted investments outlined in the Government Code of the State and CSU investment policy. For
the Liquidity Portfolio, the permitted investments consist primarily of highly rated, fixed-income securities, which
could include variable rate instruments. Effective January 1, 2017, changes to the Education Code and Government
Code of the State expanded the permitted investments to include mutual funds, including equity mutual funds, and
real estate investment trusts, resulting in the establishment of the TRP. Under State law, investment of funds in the
TRP is subject to CSU meeting certain conditions regarding investment oversight, reporting, and use of earnings, and
is to be phased in at no more than $400 million as of June 2018, $600 million as of June 2019, and thirty percent of
eligible investments thereafter. CSU made an initial TRP investment of $33.5 million in March 2018, and a subsequent
investment of $91.5 million on June 29, 2018, with the goal of reaching the fiscal year 2018-2019 aggregate statutory
limit of $600 million in the first half of 2019. With the establishment of the TRP, CSU expects that exposure in the
value of its investments as a result of illiquidity or volatility in certain investment sectors of the financial markets will
increase for a portion of its investments, but that such exposure is not expected to have a material adverse impact on
Gross Revenues. Funds held in CSU’s investment program are subject to changes in market valuation.

As bond trustee, the State Treasurer invests and disburses proceeds of the Board’s revenue bond program
during the construction phase of projects constructed by CSU, according to the permitted investments outlined in the
Government Code of the State. CSU receives interest on amounts invested by the State Treasurer from the State
Controller’s Office on a quarterly basis.

Student Admissions

Table 5 below sets forth application and enrollment data for first time freshmen, undergraduate transfers,
graduates and other students for the academic years indicated.

[REMAINDER OF PAGE INTENTIONALLY BLANK]

A-8



TABLE 5
CALIFORNIA STATE UNIVERSITY
UNDERGRADUATE AND GRADUATE ADMISSIONS

Percent of
Applications Applications Percent Accepted Accepted
Fall Term ReceivedM Accepted) Accepted Enrolled Enrolled®
2013
First Time Freshmen 523,135 277,998 53% 62,182 22%
Undergrad Transfers 242,094 130,588 54% 52,999 41%
Graduates 74,127 35,872 48% 20,917 58%
Other 4,414 3,837 87% 4,614 120%
Total 843,770 448,295 53% 140,712 31%
2014
First Time Freshmen 540,574 287,390 53% 64,254 22%
Undergrad Transfers 244 482 127,727 52% 51,524 40%
Graduates 78,768 35,436 45% 20,690 58%
Other 4,408 3,907 89% 4,952 127%
Total 868,232 454,460 52% 141,420 31%
2015
First Time Freshmen 565,644 286,334 51% 65,606 23%
Undergrad Transfers 262,606 145,181 55% 52,038 36%
Graduates 78,670 35,067 45% 20,482 58%
Other 7,893 3,940 50% 4,765 121%
Total 914,813 470,522 51% 142,891 30%
2016
First Time Freshmen 587,382 302,758 52% 62,980 21%
Undergrad Transfers 270,762 150,433 56% 53,606 36%
Graduates 78,137 33,984 43% 20,576 61%
Other 3,507 3,490 100% 4,034 116%
Total 939,788 490,665 52% 141,196 29%
2017
First Time Freshmen 587,196 308,907 53% 66,442 22%
Undergrad Transfers 285,694 154,601 54% 53,647 35%
Graduates 73,201 32,406 44% 20,223 62%
Other 3,530 3,474 98% 3,812 110%
Total 949,621 499,388 53% 144,124 29%

M Includes duplicated applications received and accepted as a result of students applying to more than one campus.
@ Cases where enrollment is greater than 100% are due to students enrolling in classes as transitory students, after not being admitted into a
campus.

Source: California State University

CSU AND RELATED ENTITY INDEBTEDNESS

CSU has various revenue bonds and other obligations outstanding, as listed below. These obligations are
secured by and payable from revenues of the financed facilities, investment income, student charges and rental
payments.

In addition to the debt the Board issues directly, several other sources of capital have historically been
available to CSU. From time to time, voter-approved general obligation bonds are issued by the State (and repaid
from taxes and other funds of the State) and used to pay capital costs of new academic and other facilities of CSU.
The issuance of State Public Works Board Lease Revenue Bonds has been another significant source of capital for
facilities, for which debt service is appropriated annually by the State Legislature. In 2014, the State Legislature
shifted budgetary responsibility for paying debt service on State Public Works Board Lease Revenue Bonds and
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voter-approved general obligation bonds issued on behalf of CSU from the State to CSU. As part of the plan enacted
in 2014, CSU receives additional State funding to pay the debt service on State general obligation bonds and State
Public Works Board Lease Revenue Bonds. As a result of these shifts, the Board expects the Systemwide Revenue
Bond program to be the primary long-term financing vehicle for academic and other facilities of the type previously
financed with voter-approved general obligation bonds and State Public Works Board Lease Revenue Bonds. The
State may continue to issue such bonds from time to time, but State law now requires that debt service on such bonds,
issued on behalf of CSU, be paid from CSU appropriations. See “GENERAL CSU FINANCIAL INFORMATION —
State Budget Acts for Recent Fiscal Years.”

There are also 86 auxiliary organizations that provide certain essential services to individual campuses.
Approximately ten percent of these auxiliary organizations in the past issued their own debt generally secured by
project revenue to finance projects for CSU’s campuses. These bonds have been refunded into the Systemwide
Revenue Bond program or matured. At this point, there is only one auxiliary organization with bonds outstanding.
CSU is not obligated to pay debt service on any auxiliary organization bonds. The following table lists the outstanding
public indebtedness of CSU and related entities as of June 28, 2018.

TABLE 6
CALIFORNIA STATE UNIVERSITY
OBLIGATIONS ISSUED AND OUTSTANDING

as of June 28, 2018
Amount

Revenue Bonds and Bond Anticipation Notes Issued by the Board Outstanding
Systemwide Revenue Bonds
Housing System Revenue Bonds (Issued prior to April 2002) $ 2,528,000
Systemwide Revenue Bonds, Series 2007B through 2017C 5,690,035,000
Total Systemwide Revenue Bonds"® $5,692,563,000
Bond Anticipation Notes (“BANs”)® $ 169,205,000
Total Revenue Bonds and BANs $5,861,768,000
Other Obligations®
Auxiliary Organization Bonds® $ 20,710,000
State Public Works Board Lease Revenue Bonds(® 154,685,000
Other Capital Lease Obligations 93,100,000

Total: $6,130,263,000

@ Does not reflect defeasance of Systemwide Revenue Bonds with proceeds of the Series 2018 Bonds; see “PLAN OF FINANCE - Refunding
Plan” in the Official Statement and Appendix H thereto.

@ Includes $250 million of Series 2016B Bonds, which have fixed term rates through mandatory tender dates of November 1st for 2019, 2021
and 2023. Subsequent to remarketings, such bonds may be in similar term rate modes or shorter rate reset periods.

®  Issued in conjunction with a commercial paper program issued by the California State University Institute, an auxiliary organization of CSU,
and secured by a subordinate lien on Gross Revenues. See the following discussion under the subheading “Commercial Paper.”

@ Other Obligations are not secured by a pledge of Gross Revenues.

®  For information on CSU auxiliary organizations, see “GOVERNANCE AND ADMINISTRATION—Campus Administration” and
“SYSTEMWIDE REVENUE BOND PROGRAMS—Auxiliary Organizations Programs and Other Entities.”

©  Debt is supported by lease payments from the CSU.

Source: California State University

Commercial Paper

The Board utilizes a commercial paper (“CP”) program for various financing activities through the California
State University Institute, an auxiliary organization of CSU (the “Institute”). To minimize debt service costs during
construction periods, the Board may initially finance capital improvements with proceeds of commercial paper notes
issued by the Institute and which are secured by bond anticipation notes (“BANs”) issued by the Board, certain of
which are secured by a subordinate lien on Gross Revenues. Such short-term debt is generally refinanced with
long-term fixed rate Systemwide Revenue Bonds when capacity in the commercial paper program is required for other
projects or during periods of low interest rates. In a few cases, financing for certain projects may remain in commercial
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paper and be fully amortized over short to medium term periods from project revenues. The Board also utilizes
commercial paper issued by the Institute to finance certain equipment and software needs of CSU as an alternative to
other capital lease and installment sale financing resources. CSU enters into installment purchase obligations and
makes installment payments over terms consistent with the useful life of the financed equipment or software (typically
5-7 years). These installment payments are applied to repay the commercial paper.

CP notes are payable from and secured by, among other moneys, amounts drawn in respect of the payment
of principal of and accrued interest on such notes under an irrevocable transferable letter of credit issued on a several
and not joint basis by State Street Bank and Trust Company, which also serves as administrative agent, and Wells
Fargo Bank, National Association, in a stated amount not to exceed $300 million. The letter of credit has a stated
termination date of June 5, 2020, subject, in certain circumstances, to early termination, suspension or extension. The
CP program is currently authorized up to $500 million, subject to any lower limit as set forth in the then-applicable
letter of credit. Therefore, the Institute expects to operate the CP program at no more than $300 million through the
term of the current letter of credit. The Board and the Institute expect to continue to utilize the CP program for the
foreseeable future.

As of June 28, 2018, CP was outstanding for the following purposes:

BANs $166,190,000
BANs (Expected to Remain in CP) 3,015,000
Total $169,205,000

Authorized but Unissued Debt

As of June 29, 2018, the Board had Systemwide Revenue Bonds and Bond Anticipation Notes authorized
but unissued in the aggregate principal amount of approximately $1.475 billion for approved projects. Following the
issuance of the Series 2018 Bonds, approximately $861 million is expected to remain authorized but unissued for
approved projects. In addition, the Board has authorized Systemwide Revenue Bonds for the purpose of refunding
certain bonds of the State Public Works Board not previously refunded. As of June 28, 2018, approximately
$154.7 million of State Public Works Board Lease Revenue Bonds issued for CSU remained outstanding (see Table 6)
and are not expected to be refunded into the SRB program. The Board may issue all or a portion of these authorized
Systemwide Revenue Bonds as well as other additional bonds for other new money projects or refunding purposes.
The Board expects to authorize the issuance of additional Systemwide Revenue Bonds from time to time in the future.
There is no limit on the amount of Systemwide Revenue Bonds that the Board may authorize.

Capital Improvement Program

The Board has a capital improvement program that it approves annually in the Fall for its academic and
self-support projects (previously referred to as State and non-State funded facilities) that focuses on a five-year period.
Additionally, the program is amended and approved throughout the year by the Board to reflect the needs and priorities
of the campuses. Campus administration works closely with the Chancellor’s Office to identify projects and to justify
the project demand and related budgets. The Board anticipates that it will use future borrowings to fund its capital
improvement program.

[REMAINDER OF PAGE INTENTIONALLY BLANK]
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SYSTEMWIDE REVENUE BOND PROGRAMS
Debt Management Program

Under the CSU Policy on Financing Activities, originally adopted by the Board in March 2002 and revised
in November 2014, responsibility for the management of CSU debt obligations continues to be centralized in the CSU
Chancellor’s Office, with oversight and ultimate approval provided by the Board. Debt is planned pursuant to annual
funding requirements in accordance with the capital improvements program. Issuance of debt requires approval of
the Board or of the Chancellor pursuant to authority delegated by the Board. On March 21, 2018, the Board of Trustees
approved the Standing Orders of the Board to, among other things, authorize the Chancellor to authorize the sale and
issuance of the Trustees of the California State University Systemwide Revenue Bonds, and/or the sale and issuance
of related Systemwide Revenue Bonds Anticipation Notes, and/or the issuance or related debt instruments for projects
approved by the Chancellor under delegated authority for, among other things, projects with value up to $40 million
and all new parking structures, regardless of cost, as amended from time to time.

Historically, the Board has been authorized to issue revenue bonds to finance housing, parking, health centers,
student body centers, continuing education facilities, and other special projects related to the educational mission of
CSU. In March 2002, the Board approved the long-term debt issuance program of systemwide revenue bonds that,
together with the then existing housing system bonds issued under a bond resolution adopted by the Board during
1968, constitute the “Systemwide Revenue Bonds.” Under the Board’s financing policy, the Board uses Systemwide
Revenue Bonds to finance other projects that previously may have been financed by auxiliary organizations. Pursuant
to the Board’s financing policy, the Chancellor has established internal benchmark requirements and guidelines for
debt undertaken by an individual campus, such as minimum debt service coverage thresholds for the Systemwide
Revenue Bond program. The Board has no outstanding Indebtedness secured by a Senior Lien and has covenanted in
the Indenture not to issue any Indebtedness secured by a Senior Lien so long as any Systemwide Revenue Bonds
remain outstanding.

In June 2014, the State enacted legislation that granted additional capital financing authorities to CSU. These
added authorities include the ability to issue bonds to pay the cost of academic facilities related to CSU’s educational
mission and pledge the CSU’s annual general fund support appropriation, less the amount of that appropriation
required to meet State general obligation bond payments and State Public Works Board rental payments, to secure the
payment of debt obligations issued by CSU pursuant to the Act. No more than twelve percent of CSU’s annual general
fund support appropriation, less the amount of that appropriation that is required to fund State general obligation bond
payments and State Public Works Board rental payments, may be used for debt service for, or to directly fund, certain
capital expenditures. These new authorities also allow CSU to pledge any other revenues that CSU chooses to pledge
to secure the payment of debt obligations issued by CSU pursuant to the Act and provide flexibility to utilize these
new authorities through the Systemwide Revenue Bond program.

As a result of the added capital authorities, the Board approved financing for a first group of projects which
were funded with the 2015A Bonds. Effective with the issuance of the Series 2016 Bonds in April 2016, Tuition Fee
revenues are pledged as security for the Systemwide Revenue Bonds, in addition to fees from student housing, student
union, parking, health center facilities, the continuing education program and payments from various auxiliary
organizations and special purpose governmental entities. General fund support appropriations from the State are not
currently included in Gross Revenues and are not pledged as security for the Systemwide Revenue Bonds. See
“SECURITY FOR THE SERIES 2018 BONDS.”

The following is a brief description of the programs that generate the current Gross Revenues. The Board
may from time to time designate additional revenue sources as Gross Revenues. Generally, campuses deposit the
revenues generated by these programs to the CSU investment program, periodically setting aside appropriate amounts
for debt service, and otherwise directly managing the expenditure of such funds in accordance with campus budgets.

Housing Program
Twenty-two of the 23 campuses comprising the CSU System operate housing facilities under the State

University Revenue Bond Act of 1947. The responsibility for fiscal management, budgeting and operations with
respect to these facilities is given to each respective campus, with the Chancellor’s Office retaining overall
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responsibility for financing activities of the Housing Program and ensuring continuing compliance with bond-related
requirements and covenants.

All proposed new housing projects are subject to a peer review. The Housing Proposal Review Committee
is a standing committee (chaired by a campus president with membership of three campus vice presidents and three
campus housing officers representing student housing and faculty/staff housing programs) that evaluates proposed
housing projects and provides advice to the Chancellor and the respective campus president on the merits of the
project. The scope of the committee review includes both programmatic and financial feasibility.

Certain of the housing facilities under the Housing Program include dining facilities. All or a portion of the
revenues from certain of those dining facilities constitute a portion of the Gross Revenues for the Systemwide Revenue
Bonds.

Rates and Charges

The responsibility for the financial viability of the Housing Program on each CSU campus is delegated by
the Board to each respective campus president, each of whom has the flexibility and the responsibility to increase
housing rental rates and charges as needed.

Table 7 below sets forth average room rates charged for the recent five academic years. In academic year
2017-18, room rates ranged from a high of $11,670 at the Fullerton campus to a low of $4,875 at the Fresno campus.
Substantially all of the housing rental rates and charges constitute Gross Revenues for the Systemwide Revenue Bonds.

TABLE 7
CALIFORNIA STATE UNIVERSITY
HOUSING SYSTEM AVERAGE ROOM RATES
2013-14 through 2017-18

Academic Year Average Room Rate
2013-14 $6,705
2014-15 7,075
2015-16 7,432
2016-17 7,671
2017-18 7,960

() Represents average annual cost of double occupancy for residence halls. The average annual cost of double occupancy for apartments is
included if residence hall data is not available.

Source: California State University

Capacity and Occupancy

In Fall 2017, the design capacity for the student housing facilities (including auxiliary organizations) was
53,539 spaces, which was approximately 11% of the Fall 2017 enrollment for CSU. The average Fall 2017 occupancy
rate was 96%. Additionally, there are 420 leased apartment units at San Francisco State University. Details related
to operational capacity and occupancy by campus for the prior fiscal year is set forth in APPENDIX C — “AUDITED
FINANCIAL STATEMENTS OF THE CALIFORNIA STATE UNIVERSITY AS OF JUNE 30, 2017” at Schedule
4.

Student Union Program
The Education Code of the State provides that students enrolled at an individual CSU campus may authorize

the Board to impose student body center fees (also termed student union fees) by a two-thirds vote approving such
fees. Under statutory terms such fees may be used for the purpose of financing, operating, and maintaining student
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union or student body center facilities. Currently, students at 22 campuses in the CSU System have voted in favor of
imposing student union fees.

Rates and Charges

Student union annual fees range from $164 to $798 per student in 2017-18 and are collected at 22 CSU
System campuses. All student union annual fee revenues constitute Gross Revenues for the Systemwide Revenue
Bonds.

Operations and Maintenance

As a matter of practice, with the recommendation of the campus president, the Board contracts with auxiliary
organization not-for-profit corporations for most campuses to operate and maintain student unions. See the
information below in this section under the subheading “Auxiliary Organizations Program and Other Entities.”

Parking Program

The parking program provides parking facilities to all CSU campuses as authorized under the provisions of
the California Education Code. The program is self-supporting and derives its revenues from parking fees paid by
students, faculty, staff and visitors.

Consistent with CSU objectives to increase accountability at the campus level, management of all parking
program operations is decentralized to each CSU campus. Campus spending of the parking fee revenue is applied to
the acquisition, construction, operation, and maintenance of campus parking facilities.

Parking Utilization

Because of the large number of commuters to CSU campuses each day (11% of Fall 2017 enrollment lived
in CSU housing facilities), the demand for parking spaces on the campuses continues to be much higher than the
number of spaces available. Since parking availability may be limited during peak hours, students are encouraged to
utilize alternative transportation options when traveling to campuses and when choosing their housing. As of June 30,
2017, there were approximately 159,789 parking spaces comprising the parking projects designated under the
Indenture.

Rates and Charges

Establishment of parking rates is delegated by the Board to the Chancellor, who further delegates the
authority to each respective campus president. Fees for employees and faculty, except the management group
employees, however, are subject to certain collective bargaining negotiations. All parking revenues constitute Gross
Revenues for the Systemwide Revenue Bonds.

Health Center Facilities Program

Prior to 1996, the health center facility fee was a uniform fee set at $6 per academic year and charged at all
CSU campuses. In 1996, the Chancellor was delegated authority to establish health center facility fees at a specific
campus level. At that time, the $6 health center facility fee was re-established by the Chancellor for all campuses
previously having the systemwide fee in place. Each campus president has the authority and responsibility to adjust
this fee after consultation with the campus community. In accordance with the CSU System policy, the campus
president is responsible to set this fee to provide for the repayment of any debt incurred in accordance with applicable
CSU System debt management policies. For fiscal year 2017-18, the $6 health center facility fee was in place at
13 campuses. One campus does not have a health center facility fee, and the rest of the campuses have health center
facility fees ranging from $10 to $120. The health center facility fee is included in Gross Revenues of the Systemwide
Revenue Bond program. Campuses may also charge a separate Health Services fee, which is used to operate the
campus student health programs and is not part of Gross Revenues.

A-14



Extended and Continuing Education

Since the inception of the CSU System in 1961, CSU has operated Extended and Continuing Education
programs as a way to provide educational opportunities that extend beyond both the physical and programmatic
boundaries of a traditional college education. The programs, implemented at each of the 23 campuses, are designed
to address the unique needs of individuals in pursuing their educational goals, especially those students who otherwise
may not be able to complete their goal through a regular university environment. CSU offers a variety of Extended
and Continuing Education programs including credit degree and certificate programs, off-campus and online
programs, professional development, corporate training and programs for international students. Each campus offers
educational programs that meet the needs of their local region as well as a global audience. The Assistant Vice
Chancellor/Dean for Extended and Continuing Education provides leadership and guidance to the campus Extended
and Continuing Education units.

Rates and Charges

Extended and Continuing Education programs are supported entirely by course fees or user fees charged to
the respective enrollees. The programs and course offerings are developed on a self-supporting basis so that the fees
charged cover the full cost of developing and presenting the course offerings. Fees range in amount depending upon
various factors, such as the nature of the course and the materials used. Generally, fees range between $150 and
$1,000 per unit. The State does not provide direct support for these programs through the budget allocation process,
and Extended and Continuing Education must reimburse the State for use of any State-supported facilities or services.
All of the course fees and user fees related to the Extended and Continuing Education programs constitute Gross
Revenues for the Systemwide Revenue Bonds.

Auxiliary Organizations Program and Other Entities

As described above under “GOVERNANCE AND ADMINISTRATION—Campus Administration,” the
Board has a longstanding program of utilizing auxiliary organizations to support a broad range of functions for CSU.
In some cases, auxiliary organizations become involved in the financing of campus facilities, such as student and
faculty/staff housing, bookstores, food services facilities, academic facilities and event centers, as well as off-campus
facilities serving the needs of the campus. A few of these facilities are financed with auxiliary debt obligations that
are not part of the Systemwide Revenue Bond program. In nearly all other cases, these facilities are financed or
refinanced by the Board with Systemwide Revenue Bonds using either a lease or loan structure. In the lease structure,
the financed facility is leased from the Board, as lessor, to an auxiliary organization or governmental unit, as lessee.
Under the terms of the lease, the lessee agrees to operate the facility and to make certain rental payments to the Board,
which constitute Gross Revenues under the Indenture. In the loan structure, facilities are financed or refinanced by a
loan of Systemwide Revenue Bond proceeds from the Board to the auxiliary organization pursuant to a loan
agreement. Under the terms of the loan agreement, in return for the loan from the Board, the auxiliary organization
agrees to acquire, construct and/or maintain the facility and to repay the loan to the Board, which repayments constitute
Gross Revenues under the Indenture. At the time the lease or loan agreement is entered into, certain auxiliary
organizations may have outstanding debt and the obligation to make rental payments or loan repayments to the Board
may be on a parity with, or junior and subordinate to, such debt of the auxiliary organization. There are currently 17
auxiliary organizations with leases or loan agreements with the Board for facilities financed or refinanced with
Systemwide Revenue Bonds, with aggregate annual payments for all such leases and loan agreements of
approximately $40,100,000 in fiscal year 2017-18, a $3.6 million net increase from the prior year. To date, each such
auxiliary organization with facilities financed or refinanced with Systemwide Revenue Bonds has made each of its
periodic loan repayments or lease rental payments in accordance with its respective lease or loan agreement with the
Board.

Pursuant to the Indenture, the Board may designate an auxiliary organization with a lease or a loan from the
Board as a Designated Auxiliary Organization, and its revenues and debt as Designated Auxiliary Revenues and
Designated Auxiliary Debt, respectively, and once so designated, such revenues and debt will be included in the rate
covenant and additional borrowing test under the Indenture. See “SECURITY FOR THE SERIES 2018 BONDS—
Rate Covenant” and “—Parity Lien Indebtedness; No Senior Lien Indebtedness.” There are currently 17 auxiliary
organizations that are Designated Auxiliary Organizations with Designated Auxiliary Revenues and Designated
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Auxiliary Debt; the loan or lease payments made by such auxiliary organizations have been designated as Gross
Revenues by the Board.

Additionally, from time to time, certain facilities serving CSU are owned, operated or financed with the
participation of special purpose governmental entities. In the past, the lease structure described above has been used
by the Board and such governmental entities to finance these facilities with Systemwide Revenue Bonds. There is
currently a governmental unit with leases with the Board for such facilities, namely, the California State University
Channel Islands Site Authority, with aggregate annual rental payments for all such leases of approximately $7.3
million in fiscal year 2017-18.

Tuition Fees

Effective = April 20, 2016, Tuition Fee revenues are pledged as  security for
Systemwide Revenue Bonds. See “SECURITY FOR THE SERIES 2018 BONDS.” In 2016-17, Tuition Fee revenue
was approximately $3.1 billion. See AppendixC — “AUDITED FINANCIAL STATEMENTS
OF THE CALIFORNIA STATE UNIVERSITY AS OF JUNE 30, 2017” at Schedule3 and
http://www.calstate.edu/financialservices/resources/auditedstatements/financial_statements.shtml for prior years
student tuition and fees.

FINANCIAL INFORMATION RELATED TO SYSTEMWIDE REVENUES

Table 8 below sets forth, for the five fiscal years ended June 30, 2013 through June 30, 2017, (i) the Gross
Revenues received and expenditures made with respect to the Projects from which Gross Revenues were produced
during these fiscal years and (ii) certain auxiliary organization revenues (some of which are Gross Revenues) and
expenditures for auxiliary organizations participating in the Systemwide Revenue Bond program. Throughout these
five fiscal years, Gross Revenues included (i) revenues from housing, student union, parking, health center and
continuing education programs and (ii) revenues from certain auxiliary organizations, as discussed above. See
“SYSTEMWIDE REVENUE BOND PROGRAMS.” Effective April 20, 2016, the Tuition Fee (previously known
as the State University Fee), which is the basic enrollment charge paid by all students who attend CSU, was added to
the pledge of revenues under the Systemwide Financing Program. See “SECURITY FOR THE SERIES 2018
BONDS.”

Student union/recreation center and health center revenues shown in Table 8 do not include revenues derived
from operations of student unions/recreation centers or student health centers (which are not a part of Gross Revenues),
and student union/recreation center and health center operating expenditures shown in Table 8 include only those
expenditures that are paid from the revenues shown. Parking revenues shown in Table 8 do not include fines and
forfeitures that are collected separately from parking fees. Parking fines and forfeitures are not part of Gross Revenues.

Table 8 includes the revenues (exclusive of research grant and contract activity and restricted gifts),
expenditures and stand-alone (non-Systemwide Revenue Bond) auxiliary debt service for the 17 auxiliary
organizations with facilities that had been financed or refinanced with Systemwide Revenue Bond proceeds (as of
June 30, 2017), starting with the fiscal year in which each such financing occurred. Only the payments under the
leases and loan agreements between the Board and such auxiliary organizations and certain other entities
(approximately $47 million for the fiscal year ended June 30, 2017, and generally equal to the amount needed to pay
debt service on the corresponding Systemwide Revenue Bonds) have been designated by the Board as Gross Revenues
pledged under the Indenture. However, under each such lease or loan agreement the auxiliary organization makes a
broader revenue pledge to the Board (subject to any senior or parity indebtedness of the auxiliary organization) to
secure the auxiliary’s obligation to make the lease rental payments or loan repayments. With respect to certain of the
auxiliary projects, the Board has the right to increase the amount of lease rental payments or loan repayments if
necessary, and therefore cause an additional portion of the auxiliary revenues reflected in Table 8 to be designated as
Gross Revenues under the Indenture. In addition, the Board has the right under certain circumstances to direct the use
of such auxiliary revenues or take control of the project generating such revenues.
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Table 8

California State University

Historical Gross Revenues and Expenditures

Total Gross Revenues :

Tuition fees(z)

Housing System

Student Unions/Recreation Ctrs.

Parking

Health Centers

Continuing Education

Auxiliary”’

Related Governmental Units"*
Total Gross Revenues

Debt Service :
Auxiliary — Other

)

Systemwide Revenue Bonds"’

Total Debt Service

Operating Expenditures(s) :

Academic facilities"”’

Housing System
Student Union
Parking
Health Centers
Continuing Education
Auxiliary

Total Operating Expenditures

() See Schedule 3 in Appendix C.

(Fiscal Years Ended June 30)

2013 201 2015 2016 2017
—  $3,076,532,676 $3,116,566,106
$346,767,293 $377,380,513 $417,974,720 451,881,471 468,503,481
170,607,106 185,032,413 205,309,379 223,369,642 228,922,251
98,398,760 102,627,589 109,657,635 117,313,997 119,976,698
9,560,632 9875231 10,301,741 10,722,889 10,858,515
325,889,355 340,079,344 366,185,698 388,486,999 390,084,608
510,372,629 542,991,219 578,279,217 571,404,651 597,511,899
13,374,612 13,361,006 13,391,403 12,075,156 6,651,768
$1.474970387  $1.571347315  $1,701,099.793  $4.851,787.481 $4.939.075.326
3,304,225 3343218 3,343,612 2,023,793 2,017,374
239,705,443 255,560,008 262.357.559 271,610,145 299.433,842
$243,009.668 $258.903.226 $265.701,171 $273,633.938 $301.451.216
$144,023,588 $285,871,459
$210,480,786 $238,585,005 $247,341,053 287,892,582 297,320,239
75,683,866 86,892,873 88,848,432 102,292,739 108,482,999
61,520,009 65,871,685 64,219,568 72,224,778 80,714,279
3,623,067 3,194,566 3,980,073 3,710,459 5,095,229
288,140,515 305,881,555 333,276,725 387,553,491 397,675,380
439.032.832 443,572,097 493.993.480 503,833,540 512,656,989

$1.078.481,075

$1.143.997.781

$1.231,659.331

$1.501.531.177

$1.688.016.574

@ As of April 20, 2016, Tuition Fee was designated by the Board as additional Gross Revenues under the Indenture.
© Revenue and expenditures shown include 17 auxiliary organizations that have financed with Systemwide Revenue Bonds through a lease or loan
and exclude research grant and contract activity and restricted gifts. Gross Revenues under the Indenture are a smaller amount derived from

payments under certain leases or loans with the Board of Trustees.

@ Includes revenues derived from leases with California State University, Channel Islands Site Authority, which are used solely to pay debt service

on Systemwide Revenue Bonds; operating expenditures are not paid from Gross Revenues.

© Debt service shown excludes interest that has been funded from bond proceeds. Cash subsidy payments from the U.S. Treasury under the Build
America Bonds program are not pledged to Systemwide Revenue Bonds and are neither included as Gross Revenues nor deducted from
Systemwide Revenue Bonds debt service in Table 8 above.

©® Operating Expenditures include both extraordinary maintenance and repair projects, which are generally paid from existing program fund
balances, and which totaled $118.1 million in the fiscal year ended June 30, 2017, and an Annual Required Contribution (ARC) related to other
postemployment benefits (OPEB) in an approximate amount of $48.6 million as of June 30, 2017, pursuant to GASB Statement No. 45.

™ The additional capital financing authorities granted by the State to CSU in legislation enacted in June 2014 include the ability to issue bonds to
pay the cost of academic facilities related to CSU’s educational mission.

Table 9 sets forth the scheduled debt service payable from Gross Revenues on a fiscal year basis,
commencing with the fiscal year ended June 30, 2018. The Board may issue additional indebtedness secured on a
parity by Gross Revenues under the terms of the Indenture. There is no limit on the maximum principal amount of
Systemwide Revenue Bonds that may be issued under the Indenture.



TABLE 9
CALIFORNIA STATE UNIVERSITY
DEBT SERVICE PAYABLE FROM GROSS REVENUES
(Upon the Issuance of the Series 2018 Bonds)

Previous Systemwide Revenue Bonds™)

O]

2

3)

Including Excluding Series 2018A&B  Total Systemwide
Fiscal Year Refunded Bond Refunded Bond Refunded Bond Bonds Revenue Bonds
Ending June 30 Debt Service @ Debt Service Debt Service Debt Service Debt Service (D

2018 $399,258,353 $ 0 $399,258,353 $ 0 $399,258,353
2019 399,438,976 513,800 398,925,176 23,511,183 422,436,359
2020 406,308,400 1,274,300 405,034,100 33,803,321 438,837,421
2021 406,785,285 1,274,300 405,510,985 38,432,731 443,943,716
2022 405,130,255 1,277,175 403,853,080 42,194,610 446,047,690
2023 400,342,617 1,277,800 399,064,817 42,705,339 441,770,156
2024 396,984,941 921,775 396,063,166 42,382,107 438,445,273
2025 395,302,973 918,125 394,384,848 42,371,511 436,756,359
2026 390,172,705 916,625 389,256,080 42,383,692 431,639,772
2027 401,582,062 669,875 400,912,187 42,157,198 443,069,385
2028 398,116,694 673,000 397,443,694 42,151,772 439,595,466
2029 397,087,058 670,000 396,417,058 42,160,480 438,577,538
2030 395,453,330 670,875 394,782,455 42,161,139 436,943,594
2031 392,395,572 670,500 391,725,072 42,161,903 433,886,975
2032 385,174,735 673,750 384,500,985 42,161,094 426,662,079
2033 367,042,214 670,625 366,371,589 42,166,325 408,537,914
2034 356,647,201 276,250 356,370,951 41,810,262 398,181,213
2035 350,993,487 276,000 350,717,487 41,821,466 392,538,953
2036 340,304,351 275,250 340,029,101 41,810,219 381,839,320
2037 299,610,769 274,000 299,336,769 41,829,626 341,166,395
2038 296,928,187 272,250 296,655,937 41,817,238 338,473,175
2039 276,646,141 274,875 276,371,266 41,806,204 318,177,470
2040 247,295,892 276,750 247,019,142 41,815,493 288,834,635
2041 236,316,472 — 236,316,472 41,587,244 277,903,716
2042 211,094,688 — 211,094,688 41,576,400 252,671,088
2043 194,408,186 — 194,408,186 41,569,394 235,977,580
2044 173,331,241 — 173,331,241 41,582,374 214,913,615
2045 168,289,157 — 168,289,157 41,181,372 209,470,529
2046 152,148,128 — 152,148,128 35,747,818 187,895,946
2047 151,177,379 — 151,177,379 35,736,121 186,913,500
2048 124,594,687 — 124,594,687 35,750,143 160,344,830
2049 45,189,763 — 45,189,763 35,751,141 80,940,904
2050 45,190,350 — 45,190,350 29,144,044 74,334,394
2051 45,195,100 — 45,195,100 15,391,282 60,586,382
2052 45,192,263 — 45,192,263 — 45.192.263
TOTALS®  $10,097,129,612 $14,997,900  $10,082,131,712 $1,290,632,246  $11,372,763,958

Includes interest funded from bond proceeds and thus differs from the information reflected in Table 8. Does not include any deduction for
the federal subsidy associated with the Series 2010B Build America Bonds.

Assumes remarketing of $250 million principal amount of mandatory tender bonds between 2019 and 2023 at assumed rates ranging from
2.50% to 3.50% following their respective scheduled mandatory tender dates. In the event of a failure to remarket such bonds, any such bonds
not purchased would bear interest from the tender to the date redeemed or paid at 6% for the period of 0 to 89 days from the tender date and
at 8% 90 days and thereafter. Such mandatory tender bonds mature between November 1, 2047 and November 1, 2051.

Totals reflect rounding.
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Financial Statements Related to Gross Revenues

The most recent audited financial statements of the California State University, as of June 30, 2017, are
attached to this Official Statement as Appendix C. Schedules 3 through 5 to the audited financial statements contain
certain information related to the Systemwide Revenue Bond Program.

GENERAL CSU FINANCIAL INFORMATION
Budgeting Process

Each Fall the Board approves a budget request and sends it to the State Department of Finance for the coming
fiscal year as input for development of the Governor’s Budget. The Board’s proposed budget identifies a base funding
level built on prior year costs for full-time equivalent student enrollment targets, mandatory cost increases, costs
generated by changes in programs, and funding needs for capital projects. The Board annually approves capital project
plans for self-supporting programs and academic projects, including those of the Systemwide Revenue Bond program,
in a rolling five-year capital outlay program plan.

Governor’s Budget/Budget Act

The Governor’s Budget, with input from CSU and other State agencies, is usually developed and presented
to the State Legislature each January and then revised in early May. The Governor’s Budget is usually debated during
legislative hearings each Spring and in June the State Legislature is required by California law to send its own
recommended budget back to the Governor. At that point, the Governor may delete, but not add, funded items. A
two-thirds vote by the State Legislature can override the Governor’s veto of funds. Following the Governor’s action,
if any, on the State Legislature’s recommended budget, it becomes final as the “State Budget Act.”

Negotiations with the State and Legislative Budget Hearings

Throughout the year, CSU staff engages in discussion of issues and priorities with staff in the State
Department of Finance, the Legislative Analyst’s Office, and the Legislative committee. Usually in February, the
Legislative Analyst publishes an analysis of, and recommendations for legislative action on, the Governor’s Budget.
This analysis is the principal agenda for the legislative hearings, including hearings on the budget recommended for
CSU by the Governor. Differences between the two houses of the State Legislature are resolved in a conference
committee, after which the budget is returned to the Governor for the action noted above.

Allocations to Campuses

The Chancellor’s Office informs all CSU campuses of the Governor’s budget decisions, at which time
allocations are identified for planning purposes. Final allocations are usually made by the Chancellor’s Office
promptly after the State Budget Act is signed.

State Budget Acts for Recent Fiscal Years

After providing funding increases to CSU in fiscal years 2005-06 through 2007-08, the State reduced its
support of CSU from fiscal years 2008-09 through 2011-12, held funding flat in fiscal year 2012-13, and has provided
funding increases in the fiscal years since 2012-13.

Table 10 below shows funding from the State to CSU over the most recent five fiscal years. The annual State

appropriations reflect the CSU’s base budget, which is on-going state funding, and does not include any one-time
funding.
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TABLE 10
CALIFORNIA STATE UNIVERSITY
ANNUAL APPROPRIATIONS FROM THE STATE OF CALIFORNIA
2013-14 through 2017-18
Figures in millions
2015-16®1 2016-179% 2017-18®®

2013-14® 2014-15?

Annual State

Appropriation $2,346 $2,762 $3,007 $3,206 $3,391

O Includes $10 million earmarked for expanded use of technology and online initiatives.

@ Beginning 2014-15 and ongoing, CSU General Fund base budget includes $197.6 million for general obligation bond debt service that was
shifted from statewide expenditures in General Government (Section 9600) to the CSU main 6610 General Fund appropriation.

® Does not include one-time funding of $25 million for capital needs.

® Does not include one-time funding of $35 million for capital needs or one-time funding of $35 million for student success initiatives.

© Includes $2 million in the first year of a 10 year program to fund road maintenance and rehabilitation projects. Of the $22 million in one-time
funding, $12.5 million is allocated for Graduation Initiative 2025.

State Budget for Fiscal Year 2018-19

The State Budget Act, as enacted by the Legislature and signed by the Governor, includes $197.3 million in
additional base funding for CSU compared to the prior year, $126.6 million in one-time funding for various programs,
and $35 million in one-time funding for deferred maintenance.

CSU Financial Statements

The most recent audited financial statements of CSU are attached to this Official Statement. See Appendix C
— “AUDITED FINANCIAL STATEMENTS OF CALIFORNIA STATE UNIVERSITY AS OF JUNE 30, 2017.”
The audited financial statements of CSU are included as general background concerning the CSU System. The
Series 2018 Bonds are secured solely by the Gross Revenues specifically pledged for repayment of principal and
interest on the Series 2018 Bonds. No other assets or revenues of CSU are pledged to the repayment of the Series 2018
Bonds. See “SECURITY FOR THE SERIES 2018 BONDS.”

CSU Grants, Contracts and Fundraising Activity

Table 11 below sets forth the grant and contract proceeds received by CSU and fundraising activity of CSU
for fiscal years ended June 30, 2013 to 2017. Amounts shown are not included as part of the Gross Revenues and
generally are restricted to specified uses.

TABLE 11
CALIFORNIA STATE UNIVERSITY
GRANTS, CONTRACTS AND FUNDRAISING ACTIVITY™"
2012-13 through 2016-17

Sources 2012-13

2013-14

2014-15

2015-16

2016-17

Federal grants and contracts
State and local grants and

$1,211,063,000

$1,262,971,000
638,092,000

289,955,000

$1,322,414,000
766,153,000

315,052,000

$1,381,476,000
795,136,000

352,273,000

$1,393,342,000
843,724,000

329,367,000

contracts 548,967,000
Private gifts, grants and

contracts 291,975,000
Total $2,052,005,000

$2,191,018,000

$2,403,619,000

$2,528,885,000

$2,566,433,000

™ Includes Auxiliary Organizations.

Source: California State University
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CSU Endowment Assets

As of June 30, 2017, the market value of the endowment assets of CSU and its related foundations was
approximately $1.60 billion, an increase from approximately $1.40 billion as of June 30, 2016. The market value of
the endowment assets of CSU and its related foundations as of June 30, 2015, June 30, 2014, and June 30, 2013 were
approximately $1.41 billion, $1.38 billion, and $1.17 billion, respectively. Changes in the market value of the
endowment assets of CSU and its related foundations over the last five fiscal years have been primarily a result of
movements in the financial markets. Because CSU does not rely significantly upon endowment funds to meet its
operating needs, changes in the market value of CSU endowment assets are not expected to have a material impact on
CSU operations. Furthermore, because endowment funds are not part of the Gross Revenues, changes in the market
value of CSU endowment assets are not expected to have a material adverse effect on the Board’s ability to pay the
principal of, premium, if any, and interest on the Series 2018 Bonds when due.

OTHER MATTERS
Insurance

CSU has elected to commercially insure property with deductibles; self-insure its general liability and errors
& omissions liability; and self-insure its workers’ compensation exposures. Further, CSU procures excess and/or
reinsurance on its general and errors & omissions liability as well as workers’ compensation to provide coverage for
large losses. CSU’s vehicle liability is self-insured by the State’s vehicle liability self-insurance program. As a State
agency, CSU, the Office of the Chancellor, the Board, and its system of campuses are included in these insurance and
self-insured programs.

The office of Risk Management in the Chancellor’s Office administers the property, general liability and
workers’ compensation programs. The State Office of Risk and Insurance Management administers the motor vehicle
liability program.

The current coverage limits for CSU’s insurance programs are as follows:

Property: $1,000,000,000 per occurrence (excluding earthquake), deductibles ranging from $100,000 to
$1,000,000.

General Liability: $300,000,000 per occurrence, Self-Insured Retention ranging from $35,000 to $900,000.
Workers’ Compensation: Statutory benefits and $5 million for Employers Liability. As of January 1,

2015, the CSU has placed primary workers’ compensation coverage through risk transfer to the CSAC
Excess Insurance Authority.

Under this form of insurance, the State and its employees (as defined in Section 810.2 of the Government
Code) are insured for any tort liability that may develop through carrying out official activities, including State official
operations on non-State owned property.

Audits and Compliance Reviews

At all times, including the date of this Official Statement, there are audits and compliance reviews that arise
in the normal course of CSU’s activities. Such audits and compliance reviews may relate to any activity at CSU, and
may be conducted by persons within or outside CSU, including but not limited to the CSU division of Audit and
Advisory Services, the California State Auditor, external auditors, and a variety of other federal and State
governmental agencies. CSU is not aware of any pending audit or review concerning matters that are likely to have a
material adverse effect on the Board’s ability to pay the principal of, premium, if any, and interest on the Series 2018
Bonds when due.

A-21



Seismicity

New and renovated buildings designed for CSU adhere to the latest seismic requirements as detailed in
Title 24 of the California Code of Regulations. CSU maintains a standing body of seismic engineers collectively
known as the Seismic Review Board to advise on earthquake related construction matters relative to its systemwide
capital program. Each capital project involving structural elements undergoes seismic peer review by a member of
this board as an additional measure beyond the building code plan check review that also occurs for each project.
Seismic peer review is an objective technical review by an independent, knowledgeable reviewer experienced in the
structural design, analysis and performance issues involved. The purpose of the seismic review is to assure project
quality and provide a measure of additional assurance regarding code compliance, best practices and the performance
and safety of the completed project relative to CSU standards.

CSU does not currently purchase commercial policies of insurance for damage caused by earthquakes.
Labor Relations

There are approximately 64,600 CSU employees, including those represented by bargaining units and
non-represented employees. Exclusive bargaining unit representatives include:

The California Federation of the Union of American Physicians and Dentists (“UAPD”)
e California State University Employees’ Union (“CSUEU”)

e California Faculty Association (“CFA”)

e Academic Professionals of California, Local 1002 (“APC”)

e  Teamsters (“SETC/Teamsters 2010”)

e Statewide University Police Association (“SUPA”)

e International Union of Operating Engineers, Local 39, AFL-CIO (“IUOE”)

e International Union, United Automobile, Aerospace and Agricultural Implement Workers of America,
AFL-CIO and its Local Union 4123 (“UAW?”).

e CSUEU English Language Program Instructors, CSU LA

CSUEU English Language Program Instructors, CSU Monterey Bay

The UAPD has an agreement with CSU covering the terms and conditions of employment for its members,
the Physicians unit, that was ratified on May 15, 2018 and will expire on June 30, 2020. Employees in the Health Care
Support, Operations & Support Services, Clerical/ Administrative Support Services, and Technical & Support Services
units are represented by CSUEU, which negotiated a contract with CSU and will expire on June 30, 2020. CSUEU
also represents the English Language Program Instructors at Cal State Los Angeles, which negotiated a contract with
CSU that will expire on June 30, 2019 and American Language and Cultural Program Instructors at CSU Monterey
Bay, which negotiated a contract with CSU that will expire on June 30, 2019. CFA, exclusive representative for the
Faculty unit, and CSU entered into an agreement which was extended through June 30,2019. APC, exclusive
representative for employees in the Academic Support unit, entered in a contract with the CSU and will expire on June
30,2020. The SETC/Teamsters 2010, which represents employees in the Skilled Crafts unit, has an agreement with
CSU which will expire on June 30, 2020. The SUPA, exclusive representative for employees in the Public Safety
unit, has an agreement with CSU which expired on June 30, 2018 and was extended to July 30, 2018. The IUOE
represents trades-workers at the California Maritime Academy and has an agreement with CSU that will expire on
June 30, 2020. The contract between the UAW, the exclusive representative for academic student employees, and
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CSU, expires on September 30, 2018. The CSU is currently in negotiations with SUPA and the UAW, and the terms
of the expiring agreements will continue to apply until new agreements are reached.

Retirement System

The CSU, as an agency of the State, contributes to a pension plan administered by the Board of
Administration of the California Public Employees Retirement System (“CalPERS”). The State’s pension plan with
CalPERS is an agent multiple-employer defined-benefit pension plan (State Miscellaneous Tier 1 Plan and Peace
Officers & Firefighters Plan) and CalPERS functions as an investment and administrative agent for its members. For
CSU, the pension plan acts as a cost sharing multiple-employer defined-benefit pension plan, which provides a
defined-benefit pension and postretirement program for substantially all eligible CSU employees. The plan also
provides for survivor, death, and disability benefits.

In general, full-time employees of CSU, who are employed to work for more than six months, and part-time
employees averaging 20 hours per week for one year participate in the CalPERS pension plan, which is a statewide
retirement system governed and operated pursuant to Part 3 (commencing with Section 20000), Division 5, Title 2 of
the California Government Code.

CalPERS retirement benefits are funded from employer-paid contributions, employee contributions, and the
plan’s investment earnings. CalPERS employer contribution rates applicable to CSU (along with other state agencies)
are based upon actuarial studies and are adjusted each year by CalPERS in order to meet defined pension benefit
obligations. California Government Code Section 20814 states that “the Governor shall include the contribution rates
adopted by the board for the liability of benefits on account of employees of the State” (General Fund supported
salaries), and “the Legislature shall adopt the board contribution rates and authorize the appropriation in the Budget
Act.” The majority of CSU CalPERS eligible employees are in the State Miscellaneous Tier 1 category and contribute
5 percent of annual compensation in excess of $513 per month to CalPERS. For employees that fall under the
California Public Employees’ Pension Reform Act of 2013 (“PEPRA”), Government Code Sections 7522-7522.74,
and with a start date of January 1, 2013 or later, the State Miscellaneous Tier 1 employee contribution rates are higher
at 6.50 percent in 2016-17 and 2017-18 fiscal years and to be increased to 7.25 percent in the 2018-19 fiscal year. Per
Government Code Section 7522.30 under PEPRA, equal sharing of normal costs between public employers and public
employees shall be the standard. The standard shall be that employees pay at least 50 percent of “normal costs”
determined by an annual actuarial valuation.

Social security (OASDI and Medicare) benefits are funded from employer and employee contributions. The
rates for these benefits are established by federal regulations and are currently equally shared by the employer and
employees. CSU contributed $214,446,000 for OASDI and Medicare for the fiscal year ended June 30, 2017. Social
security expenditures increased slightly due to CSU’s salary growth in fiscal year ended June 30, 2017.

CSU’s total employer contribution to CalPERS from all funds (i.e., General Fund, Trust Operating Fund,
CSU Lottery Education Fund, Continuing Education Revenue Fund, and Dormitory Revenue Fund--Housing and
Parking) totaled approximately $757,170,000 in fiscal year 2016-17 (reported as deferred outflows of resources as of
June 30, 2017). The retirement contribution increased as a result of an increase in the annual payroll for eligible CSU
employees. See Appendix C — “AUDITED FINANCIAL STATEMENTS OF CALIFORNIA STATE
UNIVERSITY AS OF JUNE 30, 2017” at Note (12)(a).

The size of CalPERS’ unfunded pension varies from year to year and is affected by various factors, including
investment returns, benefit levels, and the number of retirees compared to active employees. The funding level for
the CalPERS Public Employees’ Retirement Fund was 68.3 percent as of June 30, 2016. As a result of the discount
rate change from 7.5 percent to 7.0 percent through the three-year phase-in, the funded status was estimated to hold
at 68 percent for June 30, 2017. Also, per Government Code Section 20683.2 which changed the contribution rates of
many State CalPERS members, savings realized by the State employer as a result of the employee contribution rate
increases shall be allocated towards unfunded liability, subject to appropriation in the annual Budget Act. The
additional statutory contributions continued in fiscal year 2016-17 and 2017-18 and are scheduled for fiscal year 2018-
19. In fiscal year 2017-18, the State made an additional $6 billion supplemental contribution to CalPERS to reduce
pension liability. CSU will have a proportionate share to repay the State for the supplemental contribution.
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Further, there was a change in the level of State funded retirement expenses due to the provisions in the State
Budget Act for fiscal year 2013-14 to freeze the CSU salary base to the actual fiscal year 2013-14 pensionable payroll
for purposes of calculating annual CalPERS retirement adjustments beginning in fiscal year 2014-15. To date, the
CSU administration has not experienced a material impact on CSU operations, Gross Revenues, or the Board’s ability
to pay the principal of, premium, if any, and interest on Systemwide Revenue Bonds when due. Additional
information concerning CalPERS may be found on its website at http://www.calpers.ca.gov. CSU takes no
responsibility for any information provided on the CalPERS website.

Net pension liability is measured as CSU’s proportionate share of the State’s total pension liability, less its
proportionate share of the pension plan’s fiduciary net position. The net pension liability amounted to $7,733,925,000
as of June 30, 2017. The net difference between projected and actual earnings on pension plan investments amounted
to $853,829,000, the difference between expected and actual experience amounted to $79,510,000, and the difference
due to change in proportionate amounted to $35,352,000. These were reported as deferred outflows of resources as
of June 30, 2017. Deferred inflows of resources resulting from the recognition of the difference between expected
and actual experience amounted to $17,394,000. For the year ended June 30, 2017, CSU recognized pension expense
of $850,207,000 which was reported as benefits expense. See Appendix C — “AUDITED FINANCIAL
STATEMENTS OF CALIFORNIA STATE UNIVERSITY AS OF JUNE 30, 2017 at Note (2)(c), Note (2)(q) and
Note (12)(a).

In December 2016, the CalPERS Board of Administration voted to lower the discount rate in its actuarial
assumptions from 7.5 percent to 7.0 percent (net of 0.15 percent for administrative expenses), resulting in higher
required employer contributions, using a three-year phase-in beginning with the June 30, 2016 actuarial valuation.
Employer contributions for fiscal year 2017-18 were therefore calculated using a discount rate of 7.375 percent, and
for fiscal year 2018-19 using a discount rate of 7.25 percent. The discount rate will be lowered to 7.0 percent for fiscal
year 2019-20 and beyond. The discount rate reduction impacts CSU’s net pension liability beginning with the fiscal
year ending June 30, 2018. As demonstrated in Appendix C — “AUDITED FINANCIAL STATEMENTS OF
CALIFORNIA STATE UNIVERSITY AS OF JUNE 30, 2017 at Note 12 (a)(xi) — Sensitivity of the University’s
Proportionate Share of the Net Pension Liability to Changes in the Discount Rate”, a reduction to the discount rate
increases CSU’s net pension liability. The resulting increase will be amortized over the expected remaining service
lives of all employees provided benefits through the pension plan.

Postretirement Healthcare Plan

The State provides retiree healthcare benefits to statewide employees, including the CSU employees, through
the programs administered by CalPERS. The State’s substantive plan represents a substantive single-employer
defined-benefit other postemployment benefits (OPEB) Plan.

The State funds the employer-paid cost share of post-retirement healthcare benefits and CSU pays the cost
of dental benefits for eligible CSU retirees. The cost of providing health and dental insurance to retirees are funded
primarily on a “pay-as-you-go” basis. CSU reimburses the State for the portion of the postretirement healthcare
benefits attributable to billable accounts as the CSU has non-State revenue sources.

The CSU’s OPEB obligations amounted to $425,888,000 as of June 30, 2017. The OPEB contribution
amounted to $37,981,000 for the year ended June 30, 2017 which is 39.95 percent of the annual required contribution.
See Appendix C — “AUDITED FINANCIAL STATEMENTS OF CALFORNIA STATE UNIVERSITY AS OF
JUNE 30, 2017 at Note (2)(c), Note (2)(p) and Note (12)(b).

In June 2015, GASB issued Statement No. 75, Financial Reporting for Postemployment Benefit Plans Other
Than Pension Plans, effective for the CSU’s fiscal year beginning July 1, 2017. This statement establishes how
government employers should measure, recognize, display, and disclose the long-term obligations and annual costs
arising from their promises to provide other postemployment benefits to their retired employees.

GASB Statement No. 75 implementation requires additional actuarial and accounting information to be
reported in CSU’s financial statements for the fiscal year ending June 30, 2018. The statement requires the CSU to
record net other postemployment benefits (OPEB) liability in its financial statements and to significantly change its
postemployment benefits disclosure and required supplementary information. The accounting changes needed to
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implement GASB Statement No. 75 require the restatement of the beginning net position of the financial statements
as of July 1, 2017. The amount of restatement and net OPEB liability for fiscal year ended June 30, 2018 is currently
being calculated. The impact of this standard on the CSU’s financial statements is similar to the impact in 2014-15 for
changes made to comply with new accounting and reporting standards relating to pension plans, but the change for
OPEB will have an even greater effect.

[REMAINDER OF PAGE INTENTIONALLY BLANK]
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APPENDIX B
INFORMATION REGARDING THE CAMPUSES OF THE CALIFORNIA STATE UNIVERSITY
California State University, Bakersfield

California State University, Bakersfield was founded in 1965 and in September 1970 became the nineteenth
campus of the California State University system. The campus consists of four academic schools: Arts and Humanities;
Business and Public Administration; Natural Sciences, Mathematics and Engineering; Social Sciences and Education.

California State University Channel Islands

California State University Channel Islands opened its doors in Fall 2002 as the 23rd and youngest campus
of the CSU system. The campus consists of three schools: Arts and Sciences; Education; and the Martin V. Smith
School of Business & Economics.

California State University, Chico

California State University, Chico began in 1887 as the northern branch of the California State Normal School
(a network of two-year preparatory schools for teachers). Since then it has progressed from an independent normal to
a state teachers college in 1921; a state college in 1935; and finally into California State University, Chico in 1972.
The campus is composed of seven colleges: Agriculture; Behavioral and Social Sciences; Business; Communication
and Education; Engineering, Computer Science, and Construction Management; Humanities and Fine Arts; and
Natural Sciences.

California State University, Dominguez Hills

Established by the State Legislature in 1960, the California State University, Dominguez Hills opened its
doors as the California State College at Palos Verdes in 1965. The following year, the college moved to the City of
Carson and was renamed California State College, Dominguez Hills. The campus is organized into five colleges: Arts
and Humanities; Business Administration and Public Policy; Education; Natural and Behavioral Sciences; and Health,
Human Services and Nursing.

California State University, East Bay

California State University, East Bay was established by the State Legislature in 1957 and opened its doors
to its first students in 1959 as the State College for Alameda County. The campus moved to its Hayward site in 1963,
becoming California State College at Hayward in 1964. The campus received university status in 1972 and was
renamed California State University, Hayward. In 2005, it was renamed California State University, East Bay. The
campus is organized into four academic colleges: Letters, Arts, and Social Sciences; Business and Economics;
Education and Allied Studies; and Science.

California State University, Fresno

Established in 1911, California State University, Fresno is located in the heart of the State, which makes it
convenient to all major points in California. The campus consists of six colleges—Arts and Humanities; Health and
Human Services; Science and Mathematics; Social Sciences; the Jordan College of Agricultural Sciences and
Technology; and the Lyles College of Engineering—and two schools—the Craig School of Business; and the Kremen
School of Education and Human Development.

California State University, Fullerton

California State University, Fullerton was established by legislation enacted in 1957. The campus is located
in north Orange County and has eight colleges: Arts; Communications; Education; Engineering and Computer
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Science; Health and Human Development; Humanities and Social Sciences; Natural Sciences and Mathematics; and
the Mihaylo College of Business and Economics.

Humboldt State University

Humboldt State University, the northernmost campus of the California State University system, was
established in 1913 as a normal school and became Humboldt State Teacher’s College and Junior College in 1921. In
1935, the campus name was changed to Humboldt State College and in 1974 it became Humboldt State University.
The campus is comprised of three colleges: Arts, Humanities, and Social Sciences; Natural Resources and Sciences;
and Professional Studies.

California State University, Long Beach

California State University, Long Beach first began instruction in September 1949. In 1950, the campus
moved to its present site donated to the State by the City of Long Beach and in 1972 was named California State
University, Long Beach. The campus is organized into seven colleges: Arts; Business Administration; Education;
Engineering; Health and Human Services; Liberal Arts; and Natural Sciences and Mathematics.

California State University, Los Angeles

Los Angeles State College was founded by an act of the State Legislature in July 1947. In 1955, the campus
broke ground on its current site and officially became California State University, Los Angeles in 1972. California
State University, Los Angeles is organized into six colleges: Arts and Letters; Business and Economics; Engineering,
Computer Science, and Technology; Natural and Social Sciences; the Charter College of Education; and the
Rongxiang Xu College of Health and Human Services.

California State University Maritime Academy

Established by the State legislature in 1929 as the California Nautical School, the California State University
Maritime Academy became an independent state institution of higher education in 1972. While continuing its role in
the preparation of students for the maritime industry, it joined CSU as a campus in 1995. Maritime offers six majors
leading to Bachelor of Science degrees in Business Administration / International Business and Logistics; Facilities
Engineering Technology; Marine Engineering Technology; Marine Transportation; Mechanical Engineering; and a
Bachelor of Arts degree in Global Studies and Maritime Affairs.

California State University, Monterey Bay

In 1994, a plan to convert former military base Fort Ord into a university was passed and a year later
California State University, Monterey Bay admitted its first students. The campus consists of five colleges: Arts,
Humanities and Social Sciences; Business; Education; Health Sciences and Human Services; and Science.

California State University, Northridge

Created in 1956 as the San Fernando Valley Campus of Los Angeles State College of Applied Arts and
Sciences, the campus separated from its parent institution on July 1, 1958, as San Fernando Valley State College. By
action of the State Legislature, the Governor, and the Board of Trustees, the campus became California State
University, Northridge, in 1972. It is composed of eight colleges: Engineering and Computer Science; Health and
Human Development; Humanities; Science and Mathematics; Social and Behavioral Sciences; the Mike Curb College
of Arts, Media, and Communication; the David Nazarian College of Business and Economics; and the Michael D.
Eisner College of Education.

California State Polytechnic University, Pomona

California State Polytechnic University, Pomona opened in 1938 as the Voorhis Unit of the California State
Polytechnic College. In 1949, cereal magnate W.K. Kellogg deeded 813 acres of land located three miles south of the
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Voorhis campus to the State of California. In 1956, the campus community moved to the Kellogg Ranch campus. In
1966, Cal Poly Pomona separated from the San Luis Obispo campus to become California’s sixteenth state college.
University status was granted in 1972. Cal Poly Pomona comprises eight colleges: Business Administration;
Engineering; Environmental Design; Letters, Arts, and Social Sciences; Science; Education and Integrative Studies;
the Don B. Huntley College of Agriculture; and the Collins College of Hospitality Management.

California State University, Sacramento

California State University, Sacramento was founded in 1947 and, shortly thereafter, moved from its original
location to the southwest bank of the American River, to better serve its region and be close to the State Capitol. The
campus is organized into seven colleges: Arts and Letters; Business Administration; Education; Engineering and
Computer Science; Health and Human Services; Natural Sciences and Mathematics; and Social Sciences and
Interdisciplinary Studies.

California State University, San Bernardino

In 1960, the State Legislature authorized the establishment of the State College for San Bernardino and
Riverside counties. The San Bernardino campus opened in 1965. In 1984 the campus earned university status, and
became California State University, San Bernardino. The campus is composed of five academic colleges: Arts and
Letters; Education; Natural Sciences; Social and Behavioral Sciences; and the Jack H. Brown College of Business and
Public Administration.

San Diego State University

Established in 1897 as a normal school, San Diego State University was temporarily quartered in downtown
San Diego while its campus site was under construction north of Balboa Park. The normal school was reorganized as
a four-year state teachers college in 1921 and moved to its present site ten years later. In 1935, the name was changed
to San Diego State College. University status was achieved in 1972, and the campus was renamed San Diego State
University in 1974. The campus is composed of seven academic colleges: Arts and Letters; Education; Engineering;
Health and Human Services; Professional Studies and Fine Arts; Sciences; and the Fowler College of Business.

San Francisco State University

Founded in 1899 as San Francisco State Normal School and renamed San Francisco State Teachers College
in 1921, the campus was granted full university status in 1972, and the name San Francisco State University was
formally adopted in 1974. The campus has six colleges: Business; Education; Ethnic Studies; Health and Social
Sciences; Liberal and Creative Arts; and Science and Engineering.

San José State University

Founded in 1857, San José State is the oldest public institution of higher education on the West Coast. San
José State began as Minns’ Evening Normal School in San Francisco in 1857 and became a state school — the
California Normal School — by an act of the State Legislature in 1862. After several changes to the name, the
institution was formally named the San José State University by legislation in 1974. The campus is comprised of seven
colleges: Applied Sciences and Arts; Business; Education; Engineering; Humanities and the Arts; Science; and Social
Sciences.

California Polytechnic State University, San Luis Obispo
California Polytechnic State University, San Luis Obispo was established in 1901 by the State Legislature as
a school at San Luis Obispo to provide practical instruction in many technical fields. The first classes met October 1,

1903. The campus is comprised of six colleges: Agriculture, Food and Environmental Sciences; Architecture and
Environmental Design; Engineering; Liberal Arts; Science and Mathematics; and the Orfalea College of Business.
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California State University San Marcos

California State University San Marcos was established in 1989 as the twentieth campus of the California
State University system. The campus is composed of four colleges: Business Administration; Education, Health and
Human Services; Humanities, Arts, Behavioral and Social Sciences; and Science and Mathematics.

Sonoma State University

Sonoma State University, established by the State Legislature in 1960, first opened in 1961 in temporary
facilities located in Rohnert Park and moved to its permanent campus site in 1966. The campus is organized into five
schools: Arts and Humanities; Business and Economics; Education; Science and Technology; and Social Sciences.

California State University, Stanislaus

California State University, Stanislaus was established by the State Legislature in 1957 and first offered
classes in September of 1960 in temporary quarters at the Stanislaus County Fairgrounds in Turlock. The campus

moved to its permanent site in Turlock in 1965. The campus is organized into four colleges: Arts, Humanities and
Social Sciences; Business Administration; Education, Kinesiology and Social Work; and Science.
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LETTER FROM THE EXECUTIVE VICE CHANCEI|_LOR,
CHIEF FINANCIAL OFFICER

The California State University i1s an extraordinary system of 23 campuses providing an
outstanding education to over 472,000 students in the college year 2016-17. The University
is dedicated to providing opportunitics and opening doors for our students to lcarn and grow.
As the nation’s largest and most diverse university, it has become the cconomic engine for
California; creating jobs, companics, and innovation. With more than threc million degrees
awarded since inception, the majority of California’s leaders and policymakers received their
degrees [rom one ol the 23 campuses of the California State University.

The investment ol tax dollars mto the California State University is the best investment
Calilornians can make mn their [uture, For cvery $1 invested in the California State
University, $5.43 is invested by the University back into California’s cconomy. This
mvestment helps ensure an educated and successful California populace that leads (o
cconommnic and social prosperity.

The University has embarked on an ambitious goal (o significantly decrcase the time it takes
for our students (o carn their degree. As parl of this initiative, we will double the number of
students carning a degree in four years, and more importantly, decrease the time it takes [or
all students to carn a degree. Additional investnents in the California State University by
the State will ensurc our success in this translormational initiative.

[ am happy to say that the Caliloria State University’s {inancial position is very strong, and
the new linancial authonily granted o the University by the State will allow us to optimally
use our resources [or our Iughest priorides. While we continue (o increasc our enroliment
capacity, the demand [or adimission to our campuses continues to increase at a much higher
ratc.

The campuses and University system are working hard to improve and streanmline our
opecrations so that we can best serve our students. We are invesling in innovative new ways
to provide students with tools 1o shorten the tme 1t takes to get their degree, and provide
faculty with the resources they need o be successful.

Our commitment to the people of California is to build on the foundation of a great
University; (o increase access Lo a high-quality education, and to help solve the State’s greatest
challenges in the years ahead.

STEVE RELYEA
EXECUTIVE VICE CHANCELLOR, CFO
THE CALIFORNIA STATE UNIVERSITY

m The California State University
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Independent Auditors’ Report

The Board of Trustees
California State University:

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities and the aggregate
discretely presented component units of the California State University (the University), an agency of the State
of California (the State), as of and for the year ended June 30, 2017, and the related notes to the financial
statements, which collectively comprise the University’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 U.S. generally accepted accounting principles; 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.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not audit the
financial statements of 88 of the 90 aggregate discretely presented component units, which reflect total assets
constituting 96% and total revenues constituting 94% of the aggregate discretely presented component units
totals. Those financial statements were audited by other auditors whose reports thereon have been furnished to
us, and our opinion, insofar as it relates to the amounts included for the 88 discretely presented component
units, is 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. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement. The financial statements of 46 discretely presented
component units were not audited in accordance with Government Auditing Standards, issued by the
Comptroller General of the United States.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ 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.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Opinion

In our opinion, based on our audits and the reports of other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the business-type activities and the
aggregate discretely presented component units of the California State University, as of June 30, 2017, and the

respective changes in financial position, and where applicable, cash flows thereof for the year then ended, in
accordance with U.S. generally accepted accounting principles.

Other Matters
Required Supplementary Information

U.S. generally accepted accounting principles require that the management’s discussion and analysis on
pages 5-31, and the Schedules of University’s proportionate share of the net pension liability and employer
contributions in Schedules 1 and 2, 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
Standard 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 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.

Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements as a whole. The
supplementary information included in Schedules 3 through 5 is presented for purposes of additional analysis
and is not a required part of the basic financial statements.

Schedule 3 is the responsibility of management and was 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. In our opinion, based on our audit, Schedule 3 is fairly stated in all material respects, in relation to
the basic financial statements that collectively comprise the University’s basic financial statements.

Schedules 4 and 5 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.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 17, 2017
on our consideration of the University’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 University’s internal control over financial reporting and
compliance.

KPMe LIP

Orange County, California
November 17, 2017



CALIFORNIA STATE UNIVERSITY
Management’s Discussion and Analysis
June 30, 2017
(Unaudited)

The Management’s Discussion and Analysis provides an overview of the financial position and performance of
the California State University (the University) as of and for the year ended June 30, 2017, including 23
campuses and the Office of the Chancellor (collectively referred to as the University), and 90 discretely
presented component units. The discussion has been prepared by management and should be read in
conjunction with the financial statements and accompanying notes, which follow this section. Separate financial
statements are issued for each of the discretely presented component units and may be obtained from the
individual campuses.

The California State University

The University promotes student success through opportunity and a high-quality education that prepares
students to become leaders in the changing workforce, making the University a vital economic engine for
California.

The University was established under the State of California Education Code as a public university to offer
undergraduate and graduate instruction for professional and occupational goals emphasizing a broad liberal
arts education. As an agency of the State of California (the State), the University is also included in the State’s
financial statements. Responsibility for the University is vested in the Trustees of California State University
(the Trustees) who, in turn, appoint the Chancellor, who is the chief executive officer of the University, and the
University presidents, who are the chief executive officers of the respective campuses.

The discretely presented component units of the University are primarily recognized auxiliary organizations.
These are nonprofit organizations which are separate legal entities created to perform essential functions.

These functions are classified into the following categories:

e Student self-governance

e Student body center, union, and recreation center

o Externally supported research and sponsored programs

e Commercial services such as bookstores or food services

¢ Philanthropic activities

Financial Statements

The financial statements of the University as of and for the year ended June 30, 2017 have been prepared in
accordance with Governmental Accounting Standards Board (GASB) Statement No. 34, Basic Financial
Statements — and Management’s Discussion and Analysis — for State and Local Governments, as amended by
GASB Statement No. 35, Basic Financial Statements — and Management’s Discussion and Analysis — for
Public Colleges and Universities. For reporting purposes, the University is considered a special-purpose
government engaged in business-type activities.

5 (Continued)



CALIFORNIA STATE UNIVERSITY
Management’s Discussion and Analysis
June 30, 2017
(Unaudited)

This discussion and analysis is intended to serve as an introduction to the University’s basic financial
statements: the Statement of Net Position, the Statement of Revenues, Expenses, and Changes in Net
Position, and the Statement of Cash Flows. The financial statements are designed to provide readers with a
broad overview of the University’s finances from all sources of revenue, in a manner similar to the private
sector. The University’s discretely presented component units are presented in a separate column to enable the
reader to distinguish between the University and these separate but related not-for-profit organizations.

Statement of Net Position

The Statement of Net Position is the University’s balance sheet. It presents information on all of the University’s
assets, deferred outflows of resources, liabilities, and deferred inflows of resources, with the difference between
these four is reported as net position (equity). Assets, deferred outflows of resources, liabilities, and deferred
inflows of resources are generally reported at book value, except investments, which are reported at fair value.
Over time, increases or decreases in net position may serve as a useful indicator of the financial position of the
University. The University’s net position is classified as net investment in capital assets, restricted or
unrestricted.

Changes from one fiscal year to the next in total net position as presented on the Statement of Net Position are
based on the activity presented on the Statement of Revenues, Expenses, and Changes in Net Position.

Statement of Revenues, Expenses and Changes in Net Position

The Statement of Revenues, Expenses, and Changes in Net Position is the University’s income statement.
Revenues earned and expenses incurred during the fiscal year on an accrual basis are classified as either
operating or nonoperating. This distinction results in operating deficits, as the GASB Statement No. 35
reporting model requires classification of state appropriations, a significant revenue stream to fund current
operations, as nonoperating revenue.

Statement of Cash Flows

The Statement of Cash Flows presents the changes in the University’s cash and cash equivalents during the
most recent fiscal year. This Statement is prepared using the direct method. The Statement breaks out the
sources and uses of the University’s cash and cash equivalents into four categories:

e Operating activities

¢ Noncapital financing activities

e Capital and related financing activities

e Investing activities

The University’s routine activities appear in the operating and noncapital financing categories. Noncapital
financing activities include borrowing money for purposes other than to acquire, construct, or improve capital
assets and repaying those amounts borrowed, including interest. The proceeds from the issuance of

Systemwide Revenue Bonds (SRB) that will be passed through to the discretely presented component units for
capital purposes are reported as noncapital financing activities.

6 (Continued)



CALIFORNIA STATE UNIVERSITY

Management’s Discussion and Analysis

June 30, 2017
(Unaudited)

Capital and related financing sources include debt proceeds, state capital appropriations, capital grants and
gifts, proceeds from sale of capital assets, and principal and interest payments received on capital leases.
Within the capital and related financing activities, uses of funds consist of acquisition of capital assets, and debt

repayments. Sales and purchases of investments are part of investing activities.

The Statement of Cash Flows for the discretely presented component units is not included in the University’s

financial statements.

Financial Position

The Statement of Net Position presents the financial position of the University and its discretely presented
component units. The major components of the Statement of Net Position include assets, deferred outflows of
resources, liabilities, deferred inflows of resources, and net position. A condensed comparative Statements of

Net Position is as follow:

Assets:
Current assets
Capital assets, net
Other noncurrent assets

Total assets
Deferred outflows of resources
Liabilities:
Current liabilities
Noncurrent liabilities

Total liabilities
Deferred inflows of resources

Net position:
Net investment in capital assets
Restricted:
Nonexpendable
Expendable
Unrestricted

Total net position

$

Discretely presented

University component units
2017 2016 2017 2016
(In thousands)
3,579,682 3,412,561 1,250,207 1,197,643
8,569,643 8,307,666 826,412 815,871
2,469,600 1,755,095 2,308,958 2,060,350
14,618,925 13,475,322 4,385,577 4,073,864
1,829,367 922,449 29,972 19,721
1,385,123 1,271,242 340,458 320,475
15,007,323 12,942,137 981,540 1,005,036
16,392,446 14,213,379 1,321,998 1,325,511
17,394 143,167 13,058 16,263
3,443,607 3,522,905 264,544 227,166
1,746 8,653 1,174,814 1,057,270
256,809 119,896 1,001,637 893,104
(3,663,710) (3,610,229) 639,498 574,271
38,452 41,225 3,080,493 2,751,811
7 (Continued)



CALIFORNIA STATE UNIVERSITY
Management’s Discussion and Analysis
June 30, 2017
(Unaudited)

The University’s Financial Position
Assets and Deferred Outflows of Resources

Total assets increased from $13.48 billion in 2016 to $14.62 billion in 2017. Deferred outflows of resources
increased from $922.45 million in 2016 to $1.83 billion in 2017.

Assets and Deferred Outflows of Resources
June 30, 2017
(In thousands)

= Deferred outflows
$1,829,367

11.12%
® Capital assets,net

$8,569,643 = QOther receivable
52.10% $374,124
2.28%

ASSETS AND
DEFERRED
OUTFLOWS

"  Other assets
$89,367
0.54%

B Notes and lease
receivable
$594,129

3.61%

— |
i

" Investments

$4,991,662
30.35%

Current and other noncurrent assets of the University are assets that are not capital assets and are used to
meet current and noncurrent obligations. These assets consist of cash and cash equivalents, restricted cash
and cash equivalents, investments, accounts receivable, notes receivable, leases receivable, student loans
receivable, pledges receivable, prepaid expenses, and other assets.
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CALIFORNIA STATE UNIVERSITY
Management’s Discussion and Analysis
June 30, 2017
(Unaudited)

Capital Assets, Net

The University’s capital assets, net of accumulated depreciation and amortization, represents the largest
portion of total assets. The University’s capital assets, net of accumulated depreciation and amortization, are as
follows:

2017 2016
(In thousands)

Land and land improvements $ 268,821 268,821
Buildings and building improvements 6,432,766 6,052,778
Improvements other than buildings 202,100 181,290
Infrastructure 654,440 633,175
Equipment 225,538 228,774
Library books and materials 32,178 34,422
Works of art and historical treasures 44,713 38,833
Intangible assets 50,961 39,272
Construction work in progress 658,126 830,301

Total $ 8,569,643 8,307,666

Total capital assets, net of accumulated depreciation and amortization, increased by $261.98 million as a result
of additions on various capital projects, including the following:

e Completion of the $126.52 million San Jose Campus Village, Phase 2

e Completion of the $132.96 million San Jose Student Union Expansion and Renovation

e Completion of the $49.65 million Channel Islands Student Housing, Phase 3

e Completion of the $42.13 million Pomona Parking Structure I

e Construction in progress on the $142.70 million San Diego South Campus Plaza

e Construction in progress on the $131.63 million San Jose Student Recreation and Aquatics Center

e Construction in progress on the $126.46 million Pomona Administration Replacement Facility (Seismic)
e Construction in progress on the $93.96 million San Bernardino Student Housing and Dinning Commons
e Construction in progress on the $80.49 million San Francisco Recreation Wellness Center

e Construction in progress on the $79.60 million San Diego Engineering and Interdisciplinary Sciences
Complex

Investments

The University invests its funds mainly through the CSU Consolidated Investment Pool, whose objective is to
maximize current income while ensuring asset safety and liquidity. In addition, funds are invested in Surplus
Money Investment Fund (SMIF), which is managed by the State Treasurer to invest funds in a short-term pool.

9 (Continued)



CALIFORNIA STATE UNIVERSITY
Management’s Discussion and Analysis
June 30, 2017
(Unaudited)

Investments increased by $917.04 million due to an overall increase in operating resources provided by the
State through noncapital appropriations and proceeds from the issuance of SRB Series 2017A, 2017B, and
2017C. Endowment investments comprise $1.75 million of the total investments, a decrease of $6.9 million
from the prior year due to transfer of endowments from the University to the discretely presented component
units (mainly Foundations).

In September 2016, the State Legislature passed Senate Bill (SB) 1412, which allows the University to invest in
mutual funds including equity mutual funds, subject to registration by, and under the regulatory authority of the
United States Securities and Exchange Commission, or in United States registered real estate investment
trusts, effective January 1, 2017. Prior to SB 1412, the University was restricted to investing in fixed income
securities.

Under SB 1412, the University is required to create an investment advisory committee reporting to the Board of
Trustees. The total amount invested under the new investment authority shall not exceed: $200 million in fiscal
year 2017, $400 million in fiscal year 2018, $600 million in fiscal year 2019, and 30% of total investment in
fiscal year 2020 and thereafter. The investment advisory committee was formed and approved by the Board of
Trustees in September 2017.

All additional earnings from investment under the new authority shall be used only for capital outlay or
maintenance, and shall not be used for ongoing operations. As of June 30, 2017, the University has not
invested in securities allowed under the new investment authority.

Notes and Leases Receivable

The University has a program utilizing discretely presented component units to support a broad range of
functions. In certain cases, the discretely presented component units are involved in the financing of campus
facilities as well as off-campus facilities serving the needs of the campus. These facilities are mostly financed or
refinanced by SRB using either lease or loan arrangements.

In the loan arrangement, facilities are financed or refinanced by a loan of SRB proceeds from the University to
the discretely presented component unit pursuant to a loan agreement. Under the terms of the loan agreement,
in return for the loan from the University, the component unit agrees to acquire, construct and/or maintain the
facility and to repay the loan to the University. The outstanding loan balance is carried by the University as
notes receivable.

Notes receivable from discretely presented component units increased from $290.91 million in 2016 to
$341.25 million in 2017. It increased by $50.34 million due mainly to the new loan agreement with the
University Corporation at Monterey Bay for $60.14 million. Current year notes receivable collections were
$9.82 million.

In a lease arrangement, the financed lease facility is leased from the University, as lessor, to discretely

presented component, as lessee. Under the lease arrangement, the lessee agrees to operate the facility and to
make certain rental payment to the University.
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CALIFORNIA STATE UNIVERSITY
Management’s Discussion and Analysis
June 30, 2017
(Unaudited)

The leases receivable from discretely presented component units decreased from $333.71 million in 2016 to
$242.71 million in 2017. This is due to California State University Channel Islands Site Authority’s advance
lease payment of $76.76 million after the sale of the financed capital assets and $3.93 million due to refunding.
The remainder of the decrease is due to the current year leases receivable collections.

Other Receivable

Other receivable includes accounts receivable, student loans receivable, and pledges receivable. The other
receivable increased from $362.93 million in 2016 to $374.12 million in 2017.

The accounts receivable from State Public Works Board (SPWB) Lease Revenue Bond program for the capital
outlay projects amounted to $66.31 million and $90.92 million as of June 30, 2017 and 2016, respectively. The
decrease of $24.61 million is due to the claims of funds used for current year construction for SPWB approved
capital projects.

The accounts receivable from the State for capital and noncapital appropriations increased from $33.96 million
in 2016 to $54.95 million in 2017. The increase is mainly from the current year appropriations amounted to
$35 million for the University’s deferred maintenance and infrastructure needs.

Accounts receivable from student accounts increased from $53.41 million in 2016 to $68.44 million in 2017.
Student loans receivable, on the other hand, decreased from $81.25 million in 2016 to $77.24 million in 2017.

Other Assets

Other assets include cash and cash equivalents, restricted cash and cash equivalents, and prepaid expenses
and other current assets. The other assets decreased from $96.42 million in 2016 to $89.37 million in 2017.
The construction reserves under the SPWB Lease Revenue Bonds program were released to fund construction
costs which resulted to the decrease.

Deferred Outflows of Resources

Deferred outflows of resources are consumption of net assets that is applicable to a future reporting period,
which has a positive effect on the net position. The University’s deferred outflows of resources consist of
unamortized loss on debt refundings and the changes in pension related items, as discussed below.

Deferred outflows of resources increased by $906.92 million from $922.45 million in 2016 to $1.83 billion in
2017. The deferred outflows of resources related to pension represent 87.95% in 2016 and 94.34% in 2017 of
the total account balance. The increase is due to the following:

e Increase due to recognition of the differences between projected and actual earnings on California Public
Employees’ Retirement System (CalPERS) pension plan investments used in determining the net pension
liability;

¢ Increase in the University’s retirement contributions subsequent to the measurement date; and

¢ Increase in the University’s proportionate share in the State’s pension plans.
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The increase is offset by the current year amortization of the deferred outflows of resources related to pension
and loss on debt refunding, and the gain on current refunding of SRB Series 2007A and 2007D by SRB
Series 2017A, 2017B, and 2017C.

Liabilities and Deferred Inflows of Resources

Total liabilities of $16.39 billion represent an increase of $2.18 billion compared to $14.21 billion in 2016.
Deferred inflows of resources related to pension decreased from $143.17 million in 2016 to $17.39 million in
2017.

Liabilities and Deferred Inflows of Resources
June 30, 2017
(In thousands)

Accounts payable and
accrued expenses
$905,835
5.52%

= Capital lease obligations
$353,453
2.15%

" Long-term debt obligations
$6,441,573
39.25%

® QOther liabilities
$531,772
3.24%

LIABILITIES AND

® Deferred infl
DEFERRED sferred Iflows

INFLOWS 0.11%

= Other postemployment
benefits obligations
$425,888
2.60%

= Net pension liability
$7,733,925
47.13%

Current liabilities (liabilities due within one year) and noncurrent liabilities (liabilities due in more than one year)
include major components such as net pension liability, long-term debt obligations, accounts payable and
accrued expenses, other postemployment benefits (OPEB) obligations, capital lease obligations, and other
liabilities.
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Net Pension Liability

The State’s pension plans with CalPERS are agent multiple-employer defined-benefit pension plans and
CalPERS functions as the investment and administrative agent for its members. The University, as a state
agency, participates in the State’s pension plans. The plans act as cost-sharing, multiple-employer
defined-benefit pension plans for the University. The University’s share in the net pension liability, which is
actuarially determined, is based on its proportionate share in the total pensionable compensation of all the
participating state agencies for the measurement period.

The net pension liability increased from $6.58 billion in 2016 to $7.73 billion in 2017. The $1.15 billion increase

is due to the following:

¢ Increase in the proportionate share of the University;

e Recognition of the service cost, interest on total pension liability, and administrative costs for the
measurement period;

These were offset by the following:

e Retirement contributions from the University and its employees;

e Actual pension plan assets earnings; and

e Difference between expected and actual experience.

The University recognized $704 million of the increase in net pension liability as pension expense in 2017 while
$1.11 billion will be recognized as pension expense over an amortization period in accordance with

GASB Statement No. 68, Accounting and Financial Reporting for Pension. The University as the employer

contributed $659.33 million for measurement period ended June 30, 2016 using primarily funds provided by the
State through general fund appropriations.
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Long-Term Debt Obligations

The University’s capital assets are financed using the State’s capital appropriations, SRB, leases, and equity
contributions. Bond anticipation notes (BANs) provide short-term financing for capital assets during the
construction period. The University’s total long-term debt obligations increased by $979.83 million in 2017. The
University’s long-term debt obligations are summarized as follows:

2017 2016
(In thousands)
Systemwide revenue bonds $ 5,826,473 4,944,168
Bond anticipation notes 600 4,640
Other long-term debt obligations 8,583 6,180
Total 5,835,656 4,954,988
Unamortized net bond premium 605,917 506,760
Total long-term debt obligations 6,441,573 5,461,748
Less current portion (122,026) (112,404)
Long-term debt obligations, net of current portion $ 6,319,547 5,349,344

Systemwide Revenue Bonds

The University’s SRB program issues revenue bonds to finance housing, parking, health centers, student body
centers, continuing education facilities, and other special projects related to the educational mission of the
University. The following revenues have been pledged as a security for outstanding SRB: student tuition fees,
student housing fees, student body center fees, parking fees, health center facility fees, and fees from the
continuing education program, as well as payments from various auxiliary organizations and special purpose
government entities.

In July 2014, the State Legislature passed SB 860, which changed the State’s approach to funding nonrevenue
generating capital facilities at the University, such as campus infrastructure projects, academic and
administrative buildings, and other capital facilities that are essential to the University’s operations (collectively
referred to as academic facilities). Historically, the State has funded academic facilities with proceeds from
issuance of SPWB Lease Revenue Bonds and State General Obligation (GO) Bonds for which, in each case,
the State made all debt service payments directly or through appropriations to the University.

SB 860 provided the University with statutory authority to issue bonds to finance academic facilities, as well as
providing the University with the ability to pledge additional revenues to support its debt obligations, including
but not limited to student tuition fees. The student tuition fees were added to the gross revenues pledged to
secure outstanding SRB.
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Moody’s Investors Service currently provides an intrinsic rating of Aa2, with a stable outlook, for the SRB.
Standard & Poor’s Ratings Services currently provides an intrinsic rating of AA-, with a stable outlook, for the
SRB. All maturities in SRB Series 2007A, 2007B, and 2007C, and certain maturities in 2008A are insured.
Since the middle of fiscal year 2008, some providers of insurance for SRB have been downgraded to ratings
below Aaa/AAA. Those bonds that are uninsured bear the intrinsic ratings of the SRB, which are Aa2 from the
Moody'’s Investors Service and AA- from the Standard & Poor’s Ratings Services.

In March 2017, the University issued its SRB Series 2017A (Tax-Exempt), Series 2017B (Taxable), and

Series 2017C (Tax-Exempt). The proceeds amounted to $1.34 billion (including a bond premium of

$127.43 million, net of $14.14 million bond premium recorded by certain discretely presented component units).
The proceeds of the new bonds were used for the following:

¢ New construction projects
e Redemption of BANs
¢ Refunding of SRB Series 2007A and 2007D

o Capital interest for future debt service obligations

The above increase in SRB was offset by the refunding of SRB Series 2007A and 2007D, repayment of annual
debt service of $129.03 million, early redemption of a portion of SRB Series 2007A of $77.19 million, and the
current year amortization of net bond premiums of $27.08 million.

Bond Anticipation Notes

New issuances of BANs amounted to $200.13 million. Proceeds were used as short-term financing to acquire
and construct capital assets. Certain BANs were also redeemed by SRB Series 2017A and 2017B. The
redemptions and repayments totaled $204.17 million.

State General Obligation Bonds

The State’s GO Bond program has provided capital funding for various projects of the University. The debt
related to these projects is not allocated to the University by the State and is not recorded in the University’s
financial statements. The total GO Bonds carried by the State related to University projects decreased from
$2.46 billion in 2016 to $2.32 billion in 2017. As a result of SB 860, the University’s share continues to decrease
as bonds are paid by the State with no new debt issued for capital facilities.

Accounts Payable and Accrued Expenses

Accrued expenses for salaries, benefits, and compensated absences increased from $595.61 million in 2016 to
$638.34 million in 2017. This is primarily due to increase in salary rates and employee headcount.

Accounts payable increased from $230.50 million in 2016 to $267.49 million in 2017. The increase of

$36.99 million is due mainly to the increase in the number of capital projects that are currently in progress.
These capital projects were primarily funded by SRB. Accounts payable to third-party vendors for capital
projects increased by $13.28 million. The remainder of the increase is due to timing difference in the payments
of invoices compared to the prior year.
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Capital Lease Obligations

The University has capital leases for campus facilities including computer, energy efficiency, and
telecommunications equipment. The majority of the capital lease obligations are with the SPWB Lease
Revenue Bond program for academic campus facilities. Capital lease obligations of the University decreased
by $35.93 million in 2017 due to current year payments of $44.89 million and amortization of related premiums
of $0.96 million, offset by new capital lease obligations of $9.92 million.

Other Post-Employment Benefits Obligations

OPEB obligations include the University’s estimated funding liability of the State administered and sponsored
plan as of the fiscal year end. The State’s actuary has employed methods and assumptions considered
reasonable and appropriate given the information currently available. Given the inherent uncertainty in the
nature of such estimates, future amounts may deviate from those estimates.

The State provides retiree healthcare benefits to statewide employees, including the University employees,
through programs administered by CalPERS. The responsibility for funding the employer’s share of healthcare
premium is shared between the State and the University based on the “billable” and “nonbillable” accounts. The
University funds the healthcare costs of the billable accounts which have special revenue sources such as fees,
licenses, penalties, assessments, and interest. The University is responsible for paying the cost of dental
benefits for all the University’s retirees using funds provided by the billable accounts and State through general
fund appropriation.

OPEB obligations increased from $368.80 million in 2016 to $425.89 million in 2017. The net increase is mainly
due to the current year annual required contribution of $95.07 million less current year contributions of
$37.98 million.

Effective in 2018, the OPEB obligations will be measured using the provision of GASB Statement No. 75,
Financial Reporting for Postemployment-Benefit Plans Other Than Pension Plans. The University will measure,
recognize, display and disclose the long-term obligations and annual costs arising from the promise to provide
OPEB to retired employees. The impact of the implementation of this new accounting standard has not yet
been determined.

Other Liabilities

Other liabilities include unearned revenues, grants refundable, and depository accounts, decreased from
$589.14 million in 2016 to $531.77 million in 2017.
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Unearned revenues, which represents the advance collections of student tuition and fees for the 2017 Fall
enrollment, increased from $304.03 million in 2016 to $327.95 million in 2017. The Board of Trustees approved
the tuition fee increase of approximately 5% for undergraduate courses effective in 2017 Fall enroliment. This
resulted in the increase in the unearned revenues.

The decrease in the grants refundable and depository accounts totaled to $4.65 million. The Federal Perkins
and Nursing Loan Programs are reported as agency transactions. Any cash, investments, and receivable
balances that are carried in these programs at the end of the fiscal year are considered to represent a
refundable grant liability to the Federal government, as they must be repaid to the government if they are not
continually loaned out to students. The Perkins Loan Program Extension Act of 2015 ended the University’s
authority to make new Perkins Loans to undergraduate students on September 30, 2017.

Deferred Inflows of Resources

Deferred inflows of resources related to certain changes in the net pension liability decreased from

$143.17 million in 2016 to $17.39 million in 2017. In 2016, the cumulative actual earnings on CalPERS’ pension
plan investments was higher than the projected earnings resulting to deferred inflows of resources of

$143.17 million. However, this changed in 2017 as the actual earnings were lower than the projected earnings
which reduced the deferred inflows of resources by $143.17 million.

The favorable difference between the expected and actual experience for the State Miscellaneous Plan
resulted to $17.39 million of deferred inflows of resources in fiscal year 2017.

Net Position

Net position may serve over time as a useful indicator of the University’s financial position. Net position
represents the residual interest in the University’s assets and deferred outflows of resources after all liabilities
and deferred inflows of resources are deducted. Net position decreased from $41.23 million in 2016 to
$38.45 million in 2017. Net position by category is as follows:
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Net Position
June 30, 2017
(In thousands)

$3,443,607

$1,746 $256,809
—
($3,663,710)
Net investment Restricted Restricted Unrestricted
in capital assets nonexpendable expendable

Net Investment in Capital Assets

The net position category “Net investment in capital assets” represents the University’s capital assets, net of
accumulated depreciation and amortization, and also net of outstanding principal balances of debt attributable
to the acquisition, construction, or improvement of those assets and any related deferred outflows of resources.
The University uses these capital assets in its day-to-day operations. The net investment in capital assets
decreased from $3.52 billion in 2016 to $3.44 billion in 2017 as a result of depreciation of capital assets at a
faster rate than repayment of the long-term debt obligations.

Restricted

Restricted net position has constraints on its use that are either externally imposed by creditors or imposed by
law through constitutional provisions or enabling legislation. Enabling legislation authorizes a government to
assess, levy, charge, or otherwise mandate payment of resources (from external resource providers) and
includes a legally enforceable requirement that those resources be used only for specific purposes. Such
restrictions are primarily related to endowments, scholarships and fellowships, research, loans, capital projects,
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and debt service funds. The restricted net position category consists of two subcategories: “Restricted
nonexpendable” and “Restricted expendable”.

i. Restricted Nonexpendable

The restricted nonexpendable net position is made up of the permanent endowment funds, the corpus of
which may not be expendable. Generally speaking, the University’s foundations, which are discretely
presented component units, hold the significant majority of the University-related endowments. The
restricted nonexpendable net position decreased from $8.65 million in 2016 to $1.75 million in 2017 due to
the donor-approved transfer of endowment investments to discretely presented component units.

ii. Restricted Expendable

Restricted expendable net position represents resources that are subject to external restrictions on how
they may be used. Such restrictions are primarily related to scholarships and fellowships, research, loans,
capital projects, and debt service funds. The restricted expendable net position increased from

$119.90 million in 2016 to $256.81 million in 2017. This is mainly due to increase in investments restricted
for capital projects and debt service use. These were primarily proceeds from the issuance of SRB

Series 2017A and 2017B for funding new capital projects.

Unrestricted

The unrestricted net position represents all other net resources available to the University for general and
educational obligations. Under U.S. generally accepted accounting principles, net position that is not subject to
externally imposed restrictions governing their use must be classified as unrestricted for financial reporting
purposes. Although unrestricted net position is not subject to externally imposed restrictions per accounting
definitions, the predominant portions of the unrestricted net position are designated by statute for specific
programs or projects related to certain revenue sources, as further explained in the following paragraphs.

As of June 30, 2017, the unrestricted net position (in thousands) consists of the following:

Designated resources $ 1,398,910
Undesignated resources (5,062,620)
Total unrestricted net position $ (3,663,710)

The designated resources are derived from fee collections and other activities that are designated for very
specific purposes and are not to be repurposed and spent for other activities. For example, students pay fees,
including housing, parking, and campus activities fees, all of which are to be used for specific designated
purposes as described in the State of California Education Code. The University also has certain designated
resources that represent amounts pledged to support the SRB program.

The undesignated resources are mainly from the operating fund. However, the undesignated resources is in a
deficit position due to the recognition of the University’s net pension liability.
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Discretely Presented Component Units’ Financial Position

In 2017, the discretely presented component units managed $4.39 billion, representing 23.08% of the
University’s $19 billion combined total assets. In 2016, $4.07 billion of assets were managed by the discretely
presented component units, representing 23.21% of the combined total assets.

The philanthropic activities of the University are managed mostly by the discretely presented component units.
The restricted cash and cash equivalents, pledges receivables, and endowment investments increased from
$1.52 billion in 2016 to $1.73 billion in 2017. This represents 9.12% and 8.64% of the combined total assets for
2017 and 2016, respectively.

The claims liability for losses and loss adjustment expenses decreased from of $82.12 million in 2016 to
$74.57 million in 2017. These are mainly the liabilities from the California State University Risk Management
Authority, a discretely presented component unit.

The restricted net position, expendable and nonexpendable, of the discretely presented component units was
$2.18 billion, representing 89.38% of the combined restricted net position in 2017. In 2016, the restricted net
position of discretely presented component units was $1.95 billion, representing 93.82% of the combined
restricted net position.

The combined University and discretely presented component units’ net position was $3.12 billion in 2017 and
$2.79 billion in 2016.

Results of Operations

The Statement of Revenues, Expenses and Changes in Net Position represents the University’s and its
discretely presented component units’ result of operations. Major components are operating revenues,
operating expenses, and nonoperating revenues (expenses). A condensed comparative presentation of the
results of operations is as follows:
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Operating revenues:

Student tuition and fees, net
Grants and contracts, noncapital
Sales and services of educational

activities

Sales and services of auxiliary
enterprises, net
Other operating revenues

Total operating revenues

Operating expenses

Operating loss

Nonoperating revenues (expenses):

State appropriations, noncapital
Federal financial aid grants, noncapital
State financial aid grants, noncapital
Local financial aid grants, noncapital
Nongovernmental and other

financial aid grants, noncapital
Other federal nonoperating grants,

noncapital

Gifts, noncapital

Investment income, net
Endowment income, net

Interest expense

Other nonoperating expenses, net

Net nonoperating revenues

Income (loss) before other

endowments

revenues and (expenses)

State appropriations, capital
Grants and gifts,
Additions (reductions) to permanent

capital

Change in net position

Net position — beginning of year

Net position — end of year

June 30, 2017

(Unaudited)
Discretely presented
University component units
2017 2016 2017 2016
(In thousands)

2,185,444 2,204,940 193,227 194,337
71,277 73,161 526,196 514,867
48,198 48,869 49,997 41,907

499,383 485,090 526,139 500,000
208,480 200,497 284,413 243,049
3,012,782 3,012,557 1,579,972 1,494,160
7,986,652 7,328,256 1,723,859 1,621,855
(4,973,870) (4,315,699) (143,887) (127,695)
3,258,252 3,007,533 — —
992,007 994,954 1,630 1,221
720,865 668,871 1,077 908
— — 155 104

38,391 35,826 977 300
3,887 4,304 — 1,043
54,526 68,010 197,152 190,390
52,662 65,962 91,231 3,298
15 58 121,341 (24,785)
(204,095) (229,573) (19,001) (23,694)
(23,739) (168,114) (24,262) (32,380)

4,892,771 4,447,831 370,300 116,405
(81,099) 132,132 226,413 (11,290)
34,946 25,757 — —
50,256 61,007 11,372 28,540

(6,876) (1,951) 90,897 79,749
(2,773) 216,945 328,682 96,999
41,225 (175,720) 2,751,811 2,654,812
38,452 41,225 3,080,493 2,751,811
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Revenues (Operating and Nonoperating)

The University’s two largest sources of revenues are state appropriations and student tuition and fees, net,
which accounted for a combined 66.72% and 65.95% of total revenues in 2017 and 2016, respectively. State

appropriations are received for both noncapital and capital purposes.

Revenues (Operating and Nonoperating)
June 30, 2017
(In thousands)

® Student tuition and fees, net

$2,185,444
26.61% Grants, contracts, and gifts
$1,924,333
23.43%

REVENUES
(OPERATING AND
NONOPERATING)

Sales and services (educational
activities and auxiliary enterprises, net)
$547,581

State appropriations 6.67%

(noncapital and capital)
$3,293,198
40.10%

" Investment income, net and other revenues
$261,157
3.19%

(Continued)
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June 30, 2017

State appropriations (noncapital
and capital) $
Student tuition and fees, net
Grants, contracts, and gifts
Sales and services (educational
activities and auxiliary
enterprises), net
Investment income, net and
other revenues

Total revenues
(operating and
nonoperating) $

State Appropriations (Noncapital and Capital)

(Unaudited)
Percentage Percentage
2017 of total 2016 of total
(In thousands) (In thousands)
3,293,198 4010 % $ 3,033,290 38.19 %
2,185,444 26.61 2,204,940 27.76
1,924,333 23.43 1,904,182 23.97
547,581 6.67 533,959 6.72
261,157 3.19 266,517 3.36
8,211,713 100.00 % $ 7,942,888 100.00 %
The

The state noncapital appropriations increased from $3.01 billion in 2016 to $3.26 billion in 2017.

$250.72 million increase consists of the following:

e $69.55 million to pay employee compensation increases

e  $43.83 million for retirement costs adjustments

e  $35.08 million for employer-paid healthcare premiums

e $35 million to fund the Graduation Initiative 2025
e $30.17 million to fund student enroliment growth

e $27.21 million to fund the Student Success and Completion Program

e $7.87 million to pay SPWB capital lease obligation debt service

e $2.01 million for other items

The state capital appropriations increased from $25.76 million in 2016 to $34.95 million in 2017. The current

year appropriation includes $35 million funding for deferred maintenance projects.

Student Tuition and Fees, Net

Gross student tuition and fees increased from $3.68 billion in 2016 to $3.74 billion in 2017. The increase is due
mainly to student enrollment growth. Headcount enrollment grew by 1.45% from 465,685 in 2016 to 472,427 in
2017, as reflected in the following chart. As a result, Full-Time Equivalent Students grew by 1.61% from

395,357 in 2016 to 401,706 in 2017.
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For the sixth consecutive year, the 2016-2017 systemwide undergraduate and graduate tuition rates remained
unchanged. In March 2017, the Trustees approved an increase in tuition and fees for the academic year
2017-2018. The increase will depend on the student level and degree or certificate program. Revenue from the
tuition and fees increase will be used for purposes of student achievement and success, as outlined in the
University’s Graduation Initiative 2025.

The following chart displays the University’s historical enrollment data by fiscal year:

5-Year Enrollment

472,427 465,685
451,209
438,157 426,212
e 395,357 382,231
; 370,585 358,794
2017 2016 2015 2014 2013

m Full-time equivalent students ~ m Total headcount

The increase in gross student tuition and fees was offset by an increase in scholarship allowances. The net
student and tuition fees decreased by $19.50 million.

Scholarship allowances, mainly financial aid, are the difference between the tuition and fees and the amount
paid by the student and third parties on behalf of the student and are reported as an offset to the gross student
tuition and fees. This includes State University Grant (SUG), which is a needs-based awards administered by
the University for eligible students. The University’s support budget for fiscal year 2018 includes an increase in
SUG to reduce the impact of the approved tuition increase. Scholarship allowances of $1.55 billion and

$1.48 billion in 2017 and 2016, respectively, were netted against student tuition and fees. The increase is a
combination of the effect of increases in eligible students and allowable aid per student.
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Sales and Services (Educational Activities and Auxiliary Enterprise)

Sales and services of educational activities include (1) revenues related incidentally to the conduct of
instruction, research, and public service, and (2) revenues for activities that exist to provide instructional and
laboratory experience for students and that incidentally create goods and services that may be sold to faculty,
students, staff, and the general public. Net revenues from sales and services of educational activities amounted
to $48.20 million, a slight decrease from $48.87 million in 2016.

Auxiliary enterprises exist predominantly to furnish goods or services to students, faculty, or staff, for a fee. Net
revenues from sales and services of auxiliary enterprises, which are primarily for student housing and parking,
amounted to $499.38 million, which is a $14.29 million increase when compared to 2016. The increase is due
mainly to new student housing facilities which operated for the first time in 2017 and increases in housing
occupancy, space rentals, and parking permits issued to students, faculty, and employees.

Grants, Contracts and Gifts

Grants, contracts and gifts revenues are derived substantially from the student financial aid grants from federal
agencies, state agencies, and nongovernmental grantors. Major federal financial aid grants came from the Pell
Grant, Supplemental Educational Opportunity Grant, and Teacher Education Assistance. Major state financial
aid grants came from Cal Grants and Middle Class Scholarship.

Grants, Contracts and Gifts
June 30, 2017
(In thousands)

State financial aid grants

$720,865
37.46%
GRANTS,
B Federal financial aid grants CONTRACTS
$992,007
o1 20, AND GIFTS
Nongovernmental
financial aid grants
$38,391
2.00%

Nonfinancial aid grants,
contracts, gifts
$173,070
8.99%
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Student financial aid grants of $1.75 billion represents 91.01% of the University’s total grants, contracts, and
gifts revenues of $1.92 billion for 2017. Federal and state agencies contributed $1.71 billion representing
97.81% of the University’s total student financial aid grants in 2017 and $1.66 billion representing 97.89% in
2016. State financial aid grants increased by $51.99 million as there are more eligible students and higher aid
per student. Federal student financial aid grants slightly decreased by $2.95 million, offset by an increase in
nongovernmental student financial aid grants of $2.57 million.

The remainder of the grants, contracts and gifts include nonfinancial aid grants, contracts, changes to
permanent endowments, and gifts (capital and noncapital), which amounted to $173.07 million, or 8.99%, of
total grants, contracts, and gifts. It decreased by $31.46 million due mainly to decline in nonfinancial aid grants,
gifts (capital and noncapital), and reductions in endowment investments. This is primarily due to one-time
grants and gifts from third parties received in 2016. Further, gifts received from discretely presented component
units amounted to $79.70 million, which is $5.50 million lower compared to 2016. The University transferred
endowment investments of $4.93 million more than the prior year to its discretely presented component units.

Investment Income, Net and Other Revenues

Other operating revenues for the fiscal year of $208.48 million is an increase of $7.98 million compared to the
prior year. The increase is mainly due to certain revenues from student organizations being recognized by the
University (some student organizations’ revenues are recorded by discretely presented component units)
starting in 2017. Additionally, there was also an increase in revenues from cost recoveries from discretely
presented component units and from special noncapital related projects.

Investment income for the fiscal year is $52.66 million, which is $13.30 million lower when compared to the
prior year. This includes the return on investments from the CSU Consolidated Investment Pool and SMIF
investments, realized gains or losses on the sale of securities, unrealized gains or losses in the fair value of
securities, investment income from capital leases receivable, and capital related loans with discretely presented
component units, and is offset by investment service charges.

Expenses (Operating and Nonoperating)

The University’s total expenses of $8.21 billion comprises of operating expenses of $7.99 billion, or 97.22%,
and nonoperating expenses of $227.83 million, or 2.78%.
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Operating Expenses

When the mission-critical educational support activities of student services, academic support, student grants
and scholarships, public service, and research are added to direct classroom instruction, the total instruction
and educational support activities account for 68.81% of the total operating expenses of the University, as
shown below:

Percentage Percentage
2017 of total 2016 of total
(In thousands) (In thousands)
Instruction $ 2,853,923 35.73% 2,503,564 34.16%
Research 54,468 0.68 51,691 0.71
Public service 47,013 0.59 57,376 0.78
Academic support 810,610 10.15 762,920 10.41
Student services 885,908 11.09 812,010 11.08
Student grants and scholarships 844,019 10.57 881,578 12.03
Total instruction
and educational
support activities 5,495,941 68.81 5,069,139 69.17
Institutional support 903,730 11.31 795,550 10.86
Operation and maintenance of plant 720,859 9.03 648,618 8.85
Auxiliary enterprise expenses 385,618 4.83 357,030 4.87
Depreciation and amortization 480,504 6.02 457,919 6.25
Total operating expenses  $ 7,986,652 100.00% 7,328,256 100.00%

The operating expenses increased by $658.40 million in 2017. This is primarily due to the increase in salaries
of $231.05 million, and benefits of $358.73 million. The increase in benefits is mainly related to pension
expense.
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Operating Expenses
June 30, 2017
(In thousands)

Institutional support
$903,730
11.31%

= Instruction and educational - Qperation and
support activities maintenance of plant

$5,495,941 OPERATING $2283,£3/59
68.81% EXPENSES 5%

Auxiliary enterprise
expenses
$385,618

4.83%

Depreciation and
amortization
$480,504
6.02%

Salaries

The University’s salaries increased from $3.14 billion in 2016 to $3.37 billion in 2017. The increase of
$231.05 million is mainly comprises of $202.42 million, or 87.61%, for instruction and educational support;
$13.92 million, or 6.02%, for institutional support; $9.83 million, or 4.25%, for operation and maintenance of
plant; and $4.88 million, or 2.11%, for auxiliary enterprise.

The combination of increases in salary rates and employee headcount contributed to the increase in salary
expenses.

Benefits

The University’s benefits increased from $1.44 billion in 2016 to $1.79 billion in 2017. The increase of
$358.73 million is mainly comprised of $244.27 million, or 68.09%, for instruction and educational support;
$80.60 million, or 22.47%, for institutional support; $30.19 million, or 8.42%, for operation and maintenance of
plant; and $3.67 million, or 1.02%, for auxiliary enterprise.

The employer-paid healthcare premiums increased effective January 2016. The full year impact of the increase
in healthcare benefits expenses and a higher employee headcount in 2017 contributed to the increase in
benefits expenses. The combination of increases in benefits rates and employee headcount, contributed to the
increase in benefits expenses.
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The pension expense increased from $571.95 million in 2016 to $872.60 million in 2017. The increase is due to
higher service costs and interest on the total pension liability, and higher amortization expense of deferred
outflows/inflows of resources. The deferred outflows and inflows of resources are recognized as pension
expense over an amortization period in accordance with GASB Statement No. 68, Accounting and Financial
Reporting for Pension.

Scholarship and Fellowships

The University’s scholarship and fellowships expenses decreased from $881.58 million in 2016 to
$844.02 million in 2017. The decrease of $37.56 million is mainly due to more scholarships applied against
tuition and fees reducing the amounts paid out to students as scholarship expense.

Supplies and Services

The University’s supplies and services increased from $1.41 billion in 2016 to $1.49 billion in 2017. The
increase of $83.59 million is mainly comprised of $17.66 million, or 21.13%, for instruction and educational
support; $13.67 million, or 16.35%, for institutional support; $32.22 million, or 38.54%, for operation and
maintenance of plant; and $20.04 million, or 23.97%, for auxiliary enterprise.

New borrowings to fund capital and special projects, including deferred maintenance projects, contributed to
the increase in supplies and services in the operation and maintenance of plant functional category.

Depreciation and Amortization

The depreciation and amortization expense increased from $457.92 million in 2016 to $480.50 million in 2017.
The increase of $22.58 million was due to the completion of construction projects for building, building
improvements, improvements other than building, and infrastructure.

Other Nonoperating Expenses, Net

The University’s other nonoperating expenses, net decreased from $168.11 million in 2016 to $23.74 million in
2017. The other non-operating expenses decreased due to the gains resulting from the restructuring of the
agreements with SPWB.

Discretely Presented Component Units’ Results of Operations

The discretely presented component units managed $2.10 billion of revenues, representing 20.33% of the
University’s $10.31 billion combined total operating revenues. This is higher compared to the 18.26% in prior
year due to increase in endowment income of $146.13 million. The discretely presented component units can
invest in a wider range of securities than the University.

The discretely presented component units managed $738.56 million grants contracts, and gifts revenues,
representing 27.31% of the $2.70 billion combined total. Discretely presented component units fund many
student co-curricular activities, administer research programs, raise funds, operate student unions, offer
recreational programs, coordinate commercial enterprises, and develop public-private partnerships on behalf of
the University.
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Factors Impacting Future Periods
University Support Budget Plan for fiscal year 2017-2018

The University’s $6.40 billion total budget is funded primarily from two sources: $3.39 billion from State general
fund appropriations and $3.01 billion of net tuition and fee revenues. The fiscal year 2017-2018 budget
includes an augmentation of $314.01 million for the following:

e $141.10 million for employee compensation
e $75 million for the Graduation Initiative 2025
e $39.56 million for State University Grants

e $20.68 million for mandatory cost increases (e.g., health and dental benefits, retirement, new facilities, and
Federal and State mandates)

e  $26.48 million increase in funded enroliment
e $5.07 million for SPWB capital lease obligation debt service
e  $3.34 million for healthcare and dental premiums

e $2.78 million for other items

Graduation Initiative 2025

The University’s support budget for fiscal year 2017-2018 includes $75 million for Graduation Initiative 2025.
These resources will allow campuses to prioritize the investments they make to improve time to complete a
degree, eliminate student achievement gaps, and ensure every student has access to the tools, resources, and
guidance needed to achieve goals. The University aims to graduate more than one million students with
baccalaureate degrees between 2015 and 2025. Below are the five priority areas for Graduation Initiative 2025:

e Tenure-Track Faculty Hiring: Campuses will continue to prioritize the hiring of tenure-track faculty and to
improve the ratio of tenure and tenure-track faculty to lecturers, as well as improve student/faculty ratios.
These funds will enable campuses to hire more tenured and tenure-track faculty systemwide. This increase
will provide opportunities to offer more sections of high-demand courses.

e Improved Course Taking Opportunities: Campuses will develop infrastructure to accurately predict student
demand for course sections, will organize the schedule of classes to prioritize the delivery of courses
required for degree completion and will strategically allocate campus resources to align with demand
throughout the college year.

e Enhanced Advising and Education Plans: Through the hiring of more professional staff advisors and
investing in the use of technology to provide clear and accurate education plans, the University has
prioritized these critical components of academic and student success. These will improve opportunities for
students to focus on specific academic and career goals, improving both student services and institutional
efficiency.

e Academic and Student Support: By identifying and supporting academic and student services and
programs, which have systemic, campus-wide impact, campuses will scale-up a range of successful
strategies to improve retention and completion.
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o Actively Leveraging Data: Campuses will continue investment in improving student information systems
and the use of available data to facilitate more strategic and intentional campus decision making.

Subsequent Events

BANs Issuance

The University issued $48.2 million of BANs subsequent to June 30, 2017. $21.97 million of these BANs were
issued to finance the San Diego State University Tula/Tenochca Replacement Project and $26.23 million were
issued to finance the California Polytechnic State University, San Luis Obispo — Cal Poly Corporation Vista
Grande Replacement Building Project.
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Discretely
presented
component
Assets University units Total
Current assets:
Cash and cash equivalents $ 9,024 252,580 261,604
Short-term investments 3,321,256 689,838 4,011,094
Accounts receivable, net 169,409 202,330 371,739
Capital lease receivable, current portion 11,055 1,683 12,738
Notes receivable, current portion 10,727 2,513 13,240
Pledges receivable, net 2,240 66,327 68,567
Prepaid expenses and other current assets 55,971 34,936 90,907
Total current assets 3,579,682 1,250,207 4,829,889
Noncurrent assets:
Restricted cash and cash equivalents 745 34,934 35,679
Accounts receivable, net 124,992 18,724 143,716
Capital lease receivable, net of current portion 241,333 63,168 304,501
Notes receivable, net of current portion 331,014 21,558 352,572
Student loans receivable, net 77,243 963 78,206
Pledges receivable, net 240 127,804 128,044
Endowment investments 1,746 1,504,146 1,505,892
Other long-term investments 1,668,660 500,898 2,169,558
Capital assets, net 8,569,643 826,412 9,396,055
Other assets 23,627 36,763 60,390
Total noncurrent assets 11,039,243 3,135,370 14,174,613
Total assets 14,618,925 4,385,577 19,004,502
Deferred Outflows of Resources
Deferred outflows of resources 1,829,367 29,972 1,859,339
Liabilities
Current liabilities:
Accounts payable 267,491 94,529 362,020
Accrued salaries and benefits 376,708 27,019 403,727
Accrued compensated absences, current portion 140,963 14,911 155,874
Unearned revenues 317,108 80,944 398,052
Capital lease obligations, current portion 43,737 11,177 54,914
Long-term debt obligations, current portion 122,026 13,501 135,527
Claims liability for losses and loss adjustment expenses, current portion — 22,031 22,031
Depository accounts 10,763 12,427 23,190
Other liabilities 106,327 63,919 170,246
Total current liabilities 1,385,123 340,458 1,725,581
Noncurrent liabilities:
Accrued compensated absences, net of current portion 120,673 5,302 125,975
Unearned revenues 10,840 9,637 20,377
Grants refundable 78,470 2,716 81,186
Capital lease obligations, net of current portion 309,716 261,990 571,706
Long-term debt obligations, net of current portion 6,319,547 400,343 6,719,890
Claims liability for losses and loss adjustment expenses, net of current portion — 52,543 52,543
Depository accounts 3,065 20,489 23,554
Other postemployment benefits obligations 425,888 103,433 529,321
Net pension liability 7,733,925 73,658 7,807,583
Other liabilities 5,199 51,529 56,728
Total noncurrent liabilities 15,007,323 981,540 15,988,863
Total liabilities 16,392,446 1,321,998 17,714,444
Deferred Inflows of Resources
Deferred inflows of resources 17,394 13,058 30,452
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Discretely
presented
component
Net Position University units Total
Net position:
Net investment in capital assets $ 3,443,607 264,544 3,708,151
Restricted for:
Nonexpendable — endowments 1,746 1,174,814 1,176,560
Expendable:
Scholarships and fellowships 17,178 254,130 271,308
Research 116 19,747 19,863
Loans 16,738 2,037 18,775
Capital projects 136,154 88,595 224,749
Debt service 67,956 3,096 71,052
Others 18,667 634,032 652,699
Unrestricted (3,663,710) 639,498 (3,024,212)
Total net position $ 38,452 3,080,493 3,118,945

See accompanying notes to financial statements.
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Discretely
presented
component
University units Eliminations Total
Revenues:
Operating revenues:
Student tuition and fees (net of University scholarship allowances
of $1,552,684) $ 2,185,444 193,227 (15,583) 2,363,088
Grants and contracts, noncapital:
Federal 39,824 356,310 (286) 395,848
State 15,357 87,896 — 103,253
Local 3,872 14,502 — 18,374
Nongovernmental 12,224 67,488 (2,440) 77,272
Sales and services of educational activities 48,198 49,997 (3,257) 94,938
Sales and services of auxiliary enterprises (net of
University scholarship allowances of $97,899) 499,383 526,139 (132) 1,025,390
Other operating revenues 208,480 284,413 (1,486) 491,407
Total operating revenues 3,012,782 1,579,972 (23,184) 4,569,570
Expenses:
Operating expenses:
Instruction 2,853,923 175,371 (1,811) 3,027,483
Research 54,468 208,600 (56) 263,012
Public service 47,013 173,107 (3,144) 216,976
Academic support 810,610 73,049 (3,438) 880,221
Student services 885,908 200,707 (10,098) 1,076,517
Institutional support 903,730 240,905 (31,203) 1,113,432
Operation and maintenance of plant 720,859 38,600 (758) 758,701
Student grants and scholarships 844,019 64,420 (35,771) 872,668
Auxiliary enterprise expenses 385,618 496,098 (20,477) 861,239
Depreciation and amortization 480,504 53,002 — 533,506
Total operating expenses 7,986,652 1,723,859 (106,756) 9,603,755
Operating loss (4,973,870) (143,887) 83,572 (5,034,185)
Nonoperating revenues (expenses):
State appropriations, noncapital 3,258,252 — — 3,258,252
Federal financial aid grants, noncapital 992,007 1,630 (30) 993,607
State financial aid grants, noncapital 720,865 1,077 — 721,942
Local financial aid grants, noncapital — 155 — 155
Nongovernmental and other financial aid grants, noncapital 38,391 977 (20,878) 18,490
Other federal nonoperating grants, noncapital 3,887 — — 3,887
Gifts, noncapital 54,526 197,152 (50,473) 201,205
Investment income, net 52,662 91,231 — 143,893
Endowment income 15 121,341 — 121,356
Interest expense (204,095) (19,001) — (223,096)
Other nonoperating expenses (23,739) (24,262) 17,037 (30,964)
Net nonoperating revenues 4,892,771 370,300 (54,344) 5,208,727
Income (loss) before other revenues (expenses) (81,099) 226,413 29,228 174,542
State appropriations, capital 34,946 — — 34,946
Grants and gifts, capital 50,256 11,372 (29,228) 32,400
Additions (reductions) to permanent endowments (6,876) 90,897 — 84,021
Increase (decrease) in net position (2,773) 328,682 — 325,909
Net position:
Net position at beginning of year 41,225 2,751,811 — 2,793,036
Net position at end of year $ 38,452 3,080,493 — 3,118,945

See accompanying notes to financial statements.

34



CALIFORNIA STATE UNIVERSITY

Year ended June 30, 2017

Cash flows from operating activities:
Student tuition and fees
Federal grants and contracts
State grants and contracts
Local grants and contracts
Nongovernmental grants and contracts
Payments to suppliers
Payments to employees
Payments to students
Collections of student loans
Sales and services of educational activities
Sales and services of auxiliary enterprises
Other receipts

Net cash used in operating activities

Cash flows from noncapital financing activities:
State appropriations
Federal financial aid grants
State financial aid grants
Nongovernmental and other financial aid grants
Other federal nonoperating grants

Statement of Cash Flows

(In thousands)

Gifts and grants received for other than capital purposes

Federal loan program receipts

Federal loan program disbursements
Monies received on behalf of others
Monies disbursed on behalf of others
Transfers to escrow agent

Proceeds from long-term debt
Principal paid on long-term debt
Interest paid on long-term debt
Issuance of notes receivable

Issuance of capital leases receivable
Principal collections on capital leases
Interest collections on capital leases
Principal collections on notes receivable
Interest collections on notes receivable
Other noncapital financing activities

Net cash provided by noncapital financing activities

Cash flows from capital and related financing activities:
Proceeds from capital debt
State appropriations
State appropriations — SPWB Lease Revenue Bond
Capital grants and gifts
Proceeds from sale of capital assets
Acquisition of capital assets
Transfers to escrow agent
Principal paid on capital debt and leases
Interest paid on capital debt and leases
Principal collection on capital leases
Interest collection on capital leases

Net cash provided by capital and related

program

financing activities
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2,191,142
36,719
17,739

3,333
11,017
(1,476,689)
(4,951,735)
(847,354)
3,497
49,280
501,095
206,440

(4,255,516)

3,258,422
992,376
721,545

38,431
4,010
55,399
1,515,654

(1,516,494)

152,285
(152,646)
(43,973)

64,457

(15,191)

(19,561)

(60,140)

(34,890)

123,166

15,379
10,710
13,701

(100,760)
5,021,880

1,403,131
16,670
24,681
35,696

2,064
(680,915)
(86,874)
(353,068)
(244,012)

727

1,030

119,130
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Cash flows from investing activities:
Proceeds from sales of investments
Purchases of investments
Investment income proceeds

Net cash used in investing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Summary of cash and cash equivalents at end of year:
Cash and cash equivalents
Restricted cash and cash equivalents

(In thousands)

Total cash and cash equivalents at end of year

Reconciliation of operating loss to net cash used in operating activities:

Operating loss

Adjustments to reconcile operating loss to net cash used in operating activities:

Depreciation and amortization
Change in assets and liabilities:
Accounts receivable, net
Student loans receivable, net
Prepaid expenses and other current assets
Other assets
Deferred outflows of resources
Accounts payable
Accrued salaries and benefits
Accrued compensated absences
Unearned revenues
Depository accounts
Other postemployment benefits obligations
Net pension liability
Other liabilities
Deferred inflows of resources

Net cash used in operating activities

Supplemental schedule of noncash transactions:

Revenues resulting from restructuring agreement with SPWB

BAN proceeds paid directly to escrow agent by bank
Amortization of net bond premium

Decrease in SPWB construction reserve funds held by State

Contributed capital assets

Change in accrued capital asset purchases
Acquisition of capital assets through capital lease
Amortization of loss on debt refundings

Gifts in kind

See accompanying notes to financial statements.
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8,965,189
(9,904,594)
54,492

(884,913)

581
9,188
9,769

9,024
745

9,769

(4,973,870)
480,504

(18,564)
(1,245)
(3,123)
(4,152)

(914,528)
23,082
24,465
18,241
24,373

62
57,085
1,155,731
2,196

(125,773)
(4,255,516)

87,270
68,915
28,040
14,902
14,801
13,284
9,092
6,114
1,683
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(In thousands)

(1) Organization

California State University (the University) was established under the State of California Education Code as
a public university to offer undergraduate and graduate instruction for professional and occupational goals
emphasizing a broad liberal arts education. As an agency of the State of California (the State), the
University is also included in the State’s financial statements. Responsibility for the University is vested in
the Trustees of California State University (the Trustees) who, in turn, appoint the Chancellor, who is the
chief executive officer of the University, and the University presidents, who are the chief executive officers
of the respective campuses. In addition to the Office of the Chancellor, the following 23 campuses
comprise the California State University at June 30, 2017:

California State University, Bakersfield
California State University Channel Islands
California State University, Chico

California State University, Dominguez Hills
California State University, East Bay
California State University, Fresno

California State University, Fullerton
Humboldt State University

California State University, Long Beach
California State University, Los Angeles
California State University Maritime Academy
California State University, Monterey Bay
California State University, Northridge
California State Polytechnic University, Pomona
California State University, Sacramento
California State University, San Bernardino
San Diego State University

San Francisco State University

San José State University

California Polytechnic State University, San Luis Obispo
California State University San Marcos
Sonoma State University

California State University, Stanislaus
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The University provides instruction for baccalaureate, masters’, doctorate, and certificate programs, and
operates various auxiliary enterprises, such as student housing and parking facilities. In addition, the
University administers a variety of financial aid programs that are funded primarily through state and federal
programs.

(2) Summary of Significant Accounting Policies
(a) Financial Reporting Entity

In accordance with Governmental Accounting Standards Board (GASB) Statements No. 34, Basic
Financial Statements — and Management’s Discussion and Analysis — for State and Local
Governments, and No. 35, Basic Financial Statements — and Management’s Discussion and Analysis —
for Public Colleges and Universities — an amendment of GASB Statement No. 34, the accompanying
financial statements present the Statement of Net Position, Statement of Revenues, Expenses, and
Changes in Net Position, and Statement of Cash Flows of the 23 campuses and the Office of the
Chancellor of the University.

In addition, the accompanying financial statements include the accounts of the 90 discretely presented
component units, which are primarily University-related recognized auxiliary organizations. These
discretely presented component units are legally separate entities that provide services primarily to the
University and its students. Recognized auxiliary organizations include foundations, associated
students, student unions, food service entities, bookstores, and similar organizations. Foundations,
whose net position comprises approximately 78.54% of the discretely presented component unit totals,
carry out a variety of campus-related activities. Such activities consist primarily of administering grants
from governmental and private agencies for research, as well as soliciting and accepting donations,
gifts, and bequests for University-related use. Separate financial statements are issued for each of the
discretely presented component units and may be obtained from the individual campuses.

The recognized discretely presented component units are as follows:

e California State University, Bakersfield, Foundation

e Associated Students, California State University, Bakersfield, Inc.

e California State University, Bakersfield Student Union

e California State University, Bakersfield, Auxiliary for Sponsored Programs Administration
e California State University Institute

e California State University Foundation

e California State University Risk Management Authority

e California State University, Channel Islands Foundation

e Associated Students of California State University, Channel Islands, Inc.

e California State University Channel Islands Financing Authority

e California State University Channel Islands Site Authority
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ClI University Auxiliary Services, Inc. (formerly California State University Channel Islands
University Glen Corporation)

The CSU, Chico Research Foundation

The University Foundation, California State University, Chico
Associated Students of California State University, Chico

California State University Dominguez Hills Foundation

Associated Students, Inc., California State University, Dominguez Hills

The Donald P. and Katherine B. Loker University Student Union, Inc., California State University,
Dominguez Hills

California State University Dominguez Hills Philanthropic Foundation
California State University, East Bay Foundation, Inc.

Associated Students, Inc. of California State University, East Bay
Cal State East Bay Educational Foundation, Inc.

California State University, Fresno Foundation

Associated Students, Inc. of California State University, Fresno
California State University, Fresno Association, Inc.

The Agricultural Foundation of California State University, Fresno
California State University, Fresno Athletic Corporation

The Bulldog Foundation (Fresno)

Fresno State Programs for Children, Inc.

Cal State Fullerton Philanthropic Foundation

Associated Students, California State University, Fullerton, Inc. (including Titan Student Centers)
CSU Fullerton Auxiliary Services Corporation

Humboldt State University Sponsored Programs Foundation
Associated Students of Humboldt State University

Humboldt State University Center board of directors

Humboldt State University Advancement Foundation

California State University, Long Beach Research Foundation
CSULB 49er Foundation

Associated Students, Inc., California State University, Long Beach
Forty-Niner Shops, Inc. (Long Beach)

Cal State L.A. University Auxiliary Services, Inc.
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California State University, Los Angeles Foundation

Associated Students of California State University, Los Angeles, Inc.
University — Student Union at California State University, Los Angeles
California Maritime Academy Foundation, Inc.

Associated Students of the California Maritime Academy

University Corporation at Monterey Bay

Foundation of California State University, Monterey Bay

California State University, Northridge Foundation

Associated Students, Inc., California State University, Northridge
University Student Union, California State University, Northridge

North Campus — University Park Development Corporation (Northridge)
The University Corporation (Northridge)

Cal Poly Pomona Foundation, Inc.

Associated Students, Inc., California State Polytechnic University, Pomona
The University Foundation at Sacramento State

University Enterprises, Inc. (Sacramento)

Associated Students of California State University, Sacramento

University Union Operation of California State University, Sacramento
Capital Public Radio, Inc. (Sacramento)

Santos Manuel Student Union of California State University, San Bernardino
Associated Students, Incorporated, California State University, San Bernardino
CSUSB Philanthropic Foundation

University Enterprises Corporation at CSUSB

San Diego State University Research Foundation

The Campanile Foundation (San Diego)

Associated Students of San Diego State University

Aztec Shops, Ltd. (San Diego)

The University Corporation, San Francisco State

Associated Students of San Francisco State University

San Francisco State University Foundation

Associated Students of San Jose State University
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e The Student Union of San Jose State University

e The Tower Foundation of San Jose State University

e San Jose State University Research Foundation

e Spartan Shops, Inc. (San Jose)

e California Polytechnic State University Foundation (San Luis Obispo)

e Cal Poly Corporation (San Luis Obispo)

e Associated Students, Inc. (California Polytechnic State University, San Luis Obispo)
e University Auxiliary and Research Services Corporation (San Marcos)

e Associated Students, Inc. of California State University, San Marcos

e San Marcos University Corporation

e California State University San Marcos Foundation

e Sonoma State University Foundation, Inc.

e Associated Students of Sonoma State University

e Sonoma State Enterprises, Inc.

e California State University, Stanislaus Foundation

e Associated Students Incorporated of California State University, Stanislaus
e University Student Union of California State University, Stanislaus

e California State University, Stanislaus Auxiliary and Business Services

These component units are presented in the accompanying financial statements as discretely
presented component units of the University due to the nature and significance of their relationship with
the University. The relationships are such that exclusion of these organizations from the reporting entity
would render the financial statements incomplete, primarily due to their close affiliation with the
University. These organizations are discretely presented to allow the financial statement users to
distinguish between the University and the component units. None of the component units are
considered individually significant to the total discretely presented component units.

All significant nonexchange transactions have been eliminated.

The accompanying financial statements also include the Stockton Center Site Authority, and Fullerton
Arboretum Authority, which are included as blended component units. These organizations primarily
provide services to the University in the areas of asset management and student support. The
University is financially accountable for these organizations.

Basis of Presentation

The accompanying financial statements have been prepared using the economic resources
measurement focus and the accrual basis of accounting in accordance with U.S. generally accepted
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accounting principles. Revenues are recorded when earned and expenses are recorded when a liability
is incurred, regardless of the timing of related cash flows.

As a public institution, the University is considered a special-purpose government under the provisions
of GASB Statements Nos. 34 and 35. The University records revenue in part from fees and other
charges for services to external users and, accordingly, has chosen to present financial statements
using the reporting model for special-purpose governments engaged in business-type activities. This
model allows all financial information for the University to be reported in a single column in each of the
financial statements, accompanied by aggregated financial information for the discretely presented
component units, as discussed above. The effects of internal activities between funds or groups of
funds have been eliminated from these financial statements.

New Accounting Pronouncements

In June 2015, the GASB issued statement No. 75, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions, effective for the University’s fiscal year beginning
July 1, 2017. This Statement establishes how government employers should measure, recognize,
display, and disclose the long-term obligations and annual costs arising from their promises to provide
other postemployment benefits (OPEB) to their retired employees. The University has not yet
determined the impact of GASB Statement No. 75 on the University’s financial statements.

In March 2016, the GASB issued Statement No. 81, Irrevocable Split Interest Agreements, effective for
the University’s fiscal year beginning July 1, 2017. This Statement requires that a government that
receives resources pursuant to an irrevocable split interest agreement recognize assets, liabilities, and
deferred inflows of resources at the inception of the agreement. Furthermore, this Statement requires
that a government recognize assets representing its beneficial interests in irrevocable split interest
agreements that are administered by a third party, if the government controls the present service
capacity of the beneficial interests. This Statement requires that a government recognize revenue when
the resources become applicable to the reporting period. The University has not yet determined the
impact of GASB Statement No. 81 on the University’s financial statements.

In March 2016, the GASB issued Statement No. 82, Pension Issues — An Amendment of

GASB Statements No. 67, No. 68, and No. 73, effective for the University’s fiscal year beginning July 1,
2016. This Statement addresses issues regarding (1) the presentation of payroll related measures in
required supplementary information, (2) the selection of assumptions and the treatment of deviations
from the guidance in an Actuarial Standard of Practice for financial reporting purposes, and (3) the
classification of payments made by employers to satisfy employee contribution requirements. For
disclosures on pension plan and liabilities, refer to note 12(a).

In November 2016, the GASB issued Statement No. 83, Certain Asset Retirement Obligations,
effective for the University’s fiscal year beginning July 1, 2018. This Statement establishes criteria for
determining the timing and pattern of recognition of a liability and a corresponding deferred outflow of
resources for asset retirement obligations (AROs). This Statement requires that recognition occur when
the liability is both incurred and reasonably estimable. The determination of when the liability is incurred
should be based on the occurrence of external laws, regulations, contracts, or court judgments,
together with the occurrence of an internal event that obligates a government to perform asset
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retirement activities. Laws and regulations may require governments to take specific actions to retire
certain tangible capital assets at the end of the useful lives of those capital assets, such as
decommissioning nuclear reactors and dismantling and removing sewage treatment plants. Other
obligations to retire tangible capital assets may arise from contracts or court judgments. Internal
obligating events include the occurrence of contamination, placing into operation a tangible capital
asset that is required to be retired, abandoning a tangible capital asset before it is placed into
operation, or acquiring a tangible capital asset that has an existing ARO. The University has not yet
determined the impact of GASB Statement No. 83 on the University’s financial statements.

In January 2017, the GASB issued Statement No. 84, Fiduciary Activities, effective for the University’s
fiscal year beginning July 1, 2018. This Statement establishes criteria for identifying fiduciary activities
of all state and local governments. The focus of the criteria generally is on (1) whether a government is
controlling the assets of the fiduciary activity and (2) the beneficiaries with whom a fiduciary
relationship exists. Separate criteria are included to identify fiduciary component units and
postemployment benefit arrangements that are fiduciary activities. The University has not yet
determined the impact of GASB Statement No. 84 on the University’s financial statements.

In March 2017, the GASB issued Statement No. 85, Omnibus 2017, effective for the University’s fiscal
year beginning July 1, 2017. This Statement addresses practice issues that have been identified during
implementation and application of certain GASB Statements. This Statement addresses a variety of
topics including issues related to blending component units, goodwill, fair value measurement and
application, and postemployment benefits (pensions and OPEB). The University has not yet
determined the impact of GASB Statement No. 85 on the University’s financial statements.

In May 2017, the GASB issued Statement No. 86, Certain Debt Extinguishment Issues, effective for the
University’s fiscal year beginning July 1, 2017. This Statement improves consistency in accounting and
financial reporting for in-substance defeasance of debt by providing guidance for transactions in which
cash and other monetary assets acquired with only existing resources—resources other than the
proceeds of refunding debt—are placed in an irrevocable trust for the sole purpose of extinguishing
debt. This Statement also improves accounting and financial reporting for prepaid insurance on debt
that is extinguished and notes to financial statements for debt that is defeased in substance. The
University has not yet determined the impact of GASB Statement No. 86 on the University’s financial
statements.

In June 2017, the GASB issued Statement No. 87, Leases, effective for the University’s fiscal year
beginning July 1, 2019. This Statement requires the recognition of certain lease assets and liabilities for
leases that previously were classified as operating leases and recognized as inflows of resources or
outflows of resources based on the payment provisions of the contract. It establishes a single model for
lease accounting based on the foundational principle that leases are financings of the right to use an
underlying asset. Under this Statement, a lessee is required to recognize a lease liability and an
intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a
deferred inflow of resources, thereby enhancing the relevance and consistency of information about
governments’ leasing activities. The University has not yet determined the impact of GASB Statement
No. 87 on the University’s financial statements.
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Classification of Current and Noncurrent Assets (Other than Investments) and Liabilities

The University considers assets to be current that can reasonably be expected, as part of its normal
business operations, to be converted to cash and be available for liquidation of current liabilities within
12 months of the Statement of Net Position date. Liabilities that reasonably can be expected, as part of
normal University business operations, to be liquidated within 12 months of the Statement of Net
Position date are considered to be current. All other assets and liabilities are considered noncurrent.
For classification of current and noncurrent investments, refer to note 2(f).

Cash and Cash Equivalents and Statement of Cash Flows

The University considers highly liquid investments with an original maturity date of three months or less
to be cash and cash equivalents. The University considers amounts included in the California State
University (CSU) Consolidated Investment Pool to be investments. The Statement of Cash Flows does
not include the cash flows of the discretely presented component units. Certain discretely presented
component units are also participants in the CSU Consolidated Investment Pool. The University
considers changes in the equity in the CSU Consolidated Investment Pool as investing cash flows of
the University in the accompanying Statement of Cash Flows.

Investments

Investments are reflected at fair value using quoted market prices. Realized and unrealized gains and
losses are included in the accompanying Statement of Revenues, Expenses, and Changes in Net
Position as a component of net investment income.

Investments that are used for current operations are classified as short-term investments. Investments
that are restricted from withdrawal or use for other than current operations, designated or restricted for
the acquisition or construction of noncurrent assets, designated or restricted for the liquidation of the
noncurrent portion of long-term debt obligations, and restricted as to the liquidity of the investments are
classified as other long-term investments.

The University invests in the Surplus Money Investment Fund (SMIF), an external investment pool. The
State Treasurer invests the SMIF funds through the Pooled Money Investment Account (PMIA). PMIA
policy sets as primary investment objectives safety, liquidity, and yield. The Investment Division of the
State Treasurer’'s Office manages the PMIA under statutory authority granted by California Government
Code Sections 16430 and 16480.4. The Pooled Money Investment Board governs the PMIA. The State
Treasurer chairs this Board, which also includes the State Controller and the State Director of Finance.

Accounts Receivable

The University maintains an allowance for doubtful accounts for estimated losses inherent in its
accounts receivable based on type of receivables and expectations of repayment. In establishing the
required allowance, management considers one or more of the following: type of receivable, state
guidelines, historical losses adjusted to take into account current market conditions, the amount of
receivable in dispute, the current receivable aging, and current payment patterns. The University
reviews its allowance for doubtful accounts annually. Past-due balances over 90 days and over a
specified amount are reviewed individually for collectibility.
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(h) Capital Assets

0

(k)

Capital assets are stated at cost or estimated historical cost if purchased, or, if donated, at estimated
acquisition value (an entry price) at date of donation. Capital assets, including infrastructure and
intangible assets, with an original value of $5,000 or more and with a useful life of one year or more,
are capitalized. Such cost includes, where applicable, interest capitalized as part of the cost of
constructed capital assets. Title to all University assets, whether purchased, constructed, or donated, is
held by the State. Although title is not with the University for land and buildings, the University has
exclusive use of these assets and is responsible for the maintenance of these assets and thus has
recorded the cost of these assets in the accompanying financial statements. Capital assets, with the
exception of land and land improvements, works of art and historical treasures, construction work in
progress, and certain intangible assets, are depreciated or amortized on a straight-line basis over their
estimated useful lives, which ranges from 3 to 45 years. Library books, unless considered rare
collections, are capitalized and depreciated over a 10-year period. Periodicals and subscriptions are
expensed as purchased. Works of art and historical treasures are valued at cost, if purchased, or the
acquisition value (an entry price) at the date of donation, if contributed. The costs of normal
maintenance and repairs that do not add to the value of the asset or materially extend its life are
expensed as incurred.

Depreciation and amortization expense is shown separately in the Statement of Revenues, Expenses,
and Changes in Net Position rather than being allocated among other categories of operating
expenses.

Unearned Revenues

Unearned revenues consist primarily of fees collected in advance for summer and fall terms and
continuing education programs.

Compensated Absences

Compensated absences are recognized when the right to receive the compensation is earned by the
employees. Vacation is accrued on a monthly basis. The University uses an employee’s current pay
rate as of July 1, 2017 to calculate the liability for accrued compensated absences. The University
provides vacation based on length of service and job classifications.

Grants Refundable

The University periodically receives contributions from the federal government in support of its
operation of the Federal Perkins and Nursing Loan programs, both Title IV Loan programs. The federal
government has the ability to terminate its support of these programs at any time and to request that
the University return those contributions on a cumulative basis. Accordingly, the federal contributions
received and retained by the University at year-end are considered liabilities of the University and are
reflected as such in the accompanying Statement of Net Position.
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Claims Liability for Losses and Loss Adjustment Expenses

The claims liability for losses and loss adjustment expenses included in the aggregate discretely
presented component units column of the financial statements includes California State University Risk
Management Authority’s (CSURMA) estimated ultimate cost of settling claims relating to events that
have occurred on or before June 30, 2017. The liability includes the estimated amount that will be
required for future payments of claims that have been reported and claims related to events that have
occurred but have not been reported. The liability is also reduced by estimated amounts recoverable
from the reinsurance that is related to the liabilities for unpaid claims and claim adjustment expenses.
The liability is estimated through an actuarial calculation using individual case basis valuations and
statistical analyses. The liability is not discounted.

Claims liabilities are recomputed periodically using a variety of actuarial and statistical techniques to
produce current estimates that reflect recent settlements, claim frequency, and other economic and
social factors. Adjustments to claim liabilities are charged or credited to expense in the periods in which
they are made.

In the estimate of the unpaid losses and loss adjustment expenses, CSURMA and its consulting
actuary have employed methods and assumptions they considered reasonable and appropriate given
the information currently available. Given the inherent uncertainty in the nature of such estimates,
future losses may deviate from those estimates.

(m) Deferred Outflows of Resources and Deferred Inflows of Resources

(n)

The University classifies losses on debt refundings as deferred outflows of resources and amortizes it
as a component of interest expense over the remaining life of the old debt or the new debt, whichever
is shorter.

Changes in net pension liability not included in pension expense are reported as deferred outflows of
resources or deferred inflows of resources. Employer contributions subsequent to the measurement
date of the net pension liability are reported as deferred outflows of resources. Deferred outflows and
inflows of resources related to differences between expected and actual experience and related to
change in the University’s proportionate share of pensionable compensation made subsequent to the
measurement date are amortized over a closed period equal to the average employees’ remaining
service lives. The deferred outflows and inflows of resources related to differences between projected
and actual earnings on pension plan investments are netted and amortized over a closed 5-year
period.

Net Position
The University’s net position is classified into the following categories:
¢ Net Investment in Capital Assets: Capital assets, net of accumulated depreciation, and outstanding

principal balances of debt attributable to the acquisition, construction, or improvement of those
assets and any related deferred outflows of resources.

46 (Continued)



(o)

(p)

CALIFORNIA STATE UNIVERSITY
Notes to Financial Statements
June 30, 2017
(In thousands)

e Restricted:

Nonexpendable: Net position subject to externally imposed conditions that the University retains in
perpetuity. Net position in this category consists of endowments held by the University or its related
discretely presented component units.

Expendable: Net position subject to externally imposed conditions that can be fulfilled by the
actions of the University or by the passage of time.

e Unrestricted: All other categories of net position. In addition, unrestricted net position may have
legislative or bond indenture requirements associated with their use or may be designated for use
by management of the University. These requirements limit the area of operations for which
expenditures of net position may be made and require that unrestricted net position be designated
to support future operations in these areas. University housing programs are a primary example of
operations that have unrestricted net position with designated uses.

Classification of Revenues and Expenses

The University considers operating revenues and expenses in the Statement of Revenues, Expenses,
and Changes in Net Position to be those revenues and expenses that result from exchange
transactions and from other activities that are connected directly to the University’s primary functions.
Exchange transactions include charges for services rendered and the acquisition of goods and
services. Certain other transactions are reported as nonoperating revenues and expenses in
accordance with GASB Statement No. 35. These nonoperating activities include the University’s capital
and noncapital appropriations from the State, financial aid grants, net investment income, noncapital
gifts, interest expense, capital grants and gifts, and changes in permanent endowments.

The State appropriates funds to the University on an annual basis. The appropriations are, in turn,
allocated among the campuses by the Office of the Chancellor. Appropriations are recognized as
revenue in general when authorization is received and are reported as either noncapital appropriations
when used to support general operations or capital appropriations when used for capital projects.

Student tuition and fees revenue, and sales and services of auxiliary enterprises, including revenues
from student housing programs, are presented net of scholarships and fellowships applied to student
accounts. Certain other scholarship and fellowships are paid directly to, or refunded to, the student and
are reflected as operating expenses.

Other Postemployment Benefits Obligations

The University’s OPEB obligations included in the accompanying financial statements reflects the
University’s estimated funding liability of the State administered and sponsored plan as of the fiscal
year end. The State’s actuary has employed methods and assumptions considered reasonable and
appropriate given the information currently available. Given the inherent uncertainty in the nature of
such estimates, future amounts may deviate from those estimates.
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(q) Net Pension Liability

(n)

(s)

(t

The University records a pension liability equal to the net pension liability for its cost sharing
defined-benefit plans with the State’s Miscellaneous Plan and Peace Officers and Firefighters Plan
(Agent Multiple-Employer Defined-Benefit Pension Plans). The net pension liability is measured as the
University’s proportionate share of the State’s total pension liability, less the University’s proportionate
share of the pension plan’s fiduciary net position. The fiduciary net position and changes in net position
of the cost sharing defined-benefit plans has been measured consistent with the accounting policies
used by the plans.

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows
of resources related to pension expense, information about the fiduciary net position of the pension
plan, and additions to/deductions from the pension plans’ fiduciary net position have been determined
on the same basis as they are reported by the California Public Employees’ Retirement System
(CalPERS) Financial Office. For this purpose, benefit payments (including refunds of employee
contributions) are recognized when currently due and payable in accordance with the benefit terms.
Investments are reported at fair value.

Grant Revenues and Expenses

The University records grant revenue when all applicable grant eligibility requirements are met.
Expenses are recorded as expenditures are incurred. Expenditure-driven grant revenue is recorded as
the expenditures are incurred, in amounts equal to the expenditures.

Internal Services Activities

Certain institutional internal service providers offer goods and services to University departments, as
well as to their external customers. These include activities such as copy centers, postal services, and
telecommunications. All internal service activities to University departments have been eliminated in
the accompanying financial statements. These eliminations are recorded by removing the revenue and
expense in the internal service sales and service units and, if significant, allocating any residual
balances to those departments receiving the goods and services during the fiscal year.

Income Taxes

The University is an agency of the State and is treated as a governmental entity for tax purposes. As
such, the University is generally not subject to federal or state income taxes pursuant to Internal
Revenue Code (IRC) §115. The component units are either governmental entities exempt pursuant to
IRC §115 or not-for-profit organizations exempt under IRC Section 501(c)(3). However, the University
and its component units remain subject to income taxes on any net income that is derived from a trade
or business, regularly carried on and not in furtherance of the purpose for which it was granted
exemption. No income tax provision has been recorded. If there is net income from any unrelated trade
or business, such provision, in the opinion of management, is not material to the financial statements
taken as a whole.
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(u) Eliminations

(v)

All significant nonexchange transactions between the University and the discretely presented
component units have been eliminated from the total column and are separately presented in the
eliminations column in the accompanying Statement of Revenues, Expenses, and Changes in Net
Position.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts
in the accompanying financial statements. Actual results could differ from those estimates.

Cash, Cash Equivalents, and Investments

The University’s cash, cash equivalents, and investments as of June 30, 2017 are classified in the
accompanying Statement of Net Position as follows:

Cash and cash equivalents $ 9,024
Restricted cash and cash equivalents 745

Total cash and cash equivalents 9,769
Short-term investments 3,321,256
Endowment investments 1,746
Other long-term investments 1,668,660

Total investments 4,991,662

Total cash, cash equivalents, and investments $ 5,001,431
(a) Cash and Cash Equivalents

At June 30, 2017, cash and cash equivalents consist of demand deposits held at the State Treasury,
commercial banks, and petty cash. Total cash and cash equivalents of $9,769 had a corresponding
carrying balance with the State Treasury and commercial banks of $9,878 at June 30, 2017. The
difference was primarily related to deposits in transit and outstanding checks.

Cash in demand deposit accounts is minimized by sweeping available cash balances into the CSU
Consolidated Investment Pool on a daily basis.

(i)  Custodial Credit Risk for Deposits

Custodial credit risk for deposits is the risk that in the event of the failure of the custodian, the
deposits may not be returned to the University. The University deposits are maintained at financial
institutions that are Federal Deposit Insurance Corporation secured. As a result, custodial credit
risk for deposits is remote.
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(b) Investments

At June 30, 2017, the University’s investment portfolio consists primarily of investments in the CSU
Consolidated Investment Pool and SMIF. Separate accounting is maintained as to the amounts
allocable to the various University funds and programs.

(i)

Investment Policy

State law and regulations require that surplus monies of the University must be invested. The
primary objective of the University’s investment policy is to safeguard the principal. The secondary
objective is to meet the liquidity needs of the University. The third objective is to return an
acceptable yield.

The University’s investment policy authorizes funds held in local trust accounts under Education
Code Sections 89721 and 89724 to be invested in any of the securities authorized by Government
Code Section 16430 and Education Code Section 89724, subject to certain limitations. In general,
the University’s investment policy permits investments in obligations of the Federal and California
state governments, certificates of deposit, high-quality domestic corporate and fixed-income
securities, and certain other investment instruments.

In September 2016, the State’s legislature passed Senate Bill (SB) 1412, which allows the
University to invest in mutual funds including equity mutual funds, subject to registration by, and
under the regulatory authority of the United States Securities and Exchange Commission, or in
United States registered real estate investment trusts, effective January 1, 2017. Prior to SB 1412,
the University was restricted to investing in fixed-income securities.

Under SB 1412, the University is required to create an investment advisory committee reporting to
the Board of Trustees. The total amount invested under the new investment authority shall not
exceed $200 million in fiscal year 2017, $400 million in fiscal year 2018, $600 million in fiscal year
2019, and 30% of total investment in fiscal year 2020 and thereafter.

All earnings from investment under the new authority shall be used only for capital outlay or
maintenance, and shall not be used for ongoing operations.
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Interest Rate Risk

Interest rate risk is the risk that fluctuations in interest rates will adversely affect the fair value of an
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair
value to changes in market interest rates. The University’s investment guidelines manage its
interest rate risk by limiting an eligible investment to maximum effective maturity and by limiting the
average duration of the portfolio. The effective maturity date reflects a bond with embedded options
such as a call, put, or reset date, and prepayment speed resulting in the maturity of a bond being
less than the final maturity date. Duration is a measure of the sensitivity of the price of an
investment relative to fluctuations in market interest rates. Durations of the University’s investment
portfolio for each investment type, except for SMIF in which weighted average life is used, as of

June 30, 2017 are presented in the following table:

Investment type Fair value Duration
Money market funds $ 19,694 —
Repurchase agreements 10,391 0.00813
Certificates of deposit 156,581 0.28861
U.S. agency securities 1,332,652 1.33882
U.S. Treasury securities 825,378 1.37675
Municipal bonds 16,726 1.97600
Corporate bonds 1,017,548 1.26804
Asset-backed securities 315,780 1.53413
Mortgage-backed securities 365 1.93128
SMIF 1,296,547 0.53151
Total $ 4,991,662

Another way the University manages its exposure to interest rate risk is by purchasing a
combination of short-term and long-term investments and by timing cash flows from maturities so
that a portion of the portfolio is maturing or nearing maturity evenly over time as necessary to

provide cash flow and liquidity needed for operations.

Credit Risk

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the
investment. This is measured by the assignment of a rating by a nationally recognized statistical

rating organization.
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By law, the University invests in low credit risk securities such as U.S. government securities,
securities of federally sponsored agencies, highly rated domestic corporate bonds, prime-rated
commercial paper, repurchase and reverse repurchase agreements, banker’s acceptance, and
negotiable certificates of deposit. Therefore, the occurrence of credit risk is remote. Ratings of the
University’s investment portfolio for each investment type as of June 30, 2017 are presented in the
following table.

Rating as of year-end

Not

Investment type Fair value AAA AA A rated
Money market funds $ 19,694 3,838 — 5,717 10,139
Repurchase agreements 10,391 — — 2,455 7,936
Certificates of deposit 156,581 66,045 19,644 70,892 —
U.S. agency securities 1,332,652 20,468 1,312,184 — —
U.S. Treasury securities 825,378 — 825,378 — —
Municipal bonds 16,726 — 16,726 — —
Corporate bonds 1,017,548 10,235 237,782 769,531 —
Asset-backed securities 315,780 315,780 — — —
Mortgage-backed securities 365 — 365 — —
SMIF 1,296,547 — — — 1,296,547
Total $ 4,991,662 416,366 2,412,079 848,595 1,314,622

By law, the SMIF only invests in U.S. government securities, securities of federally sponsored
agencies, domestic corporate bonds, interest-bearing time deposits in California banks, savings
and loan associations and credit unions, prime-rated commercial paper, repurchase and reverse
repurchase agreements, security loans, banker’s acceptances, negotiable certificates of deposit,
and loans to various bond funds.

Concentration Risk

Concentration risk rises as investments become concentrated relative to a portfolio characteristic
such as issuance, issuer, market sector, counterparty, or sovereign nation, and is best mitigated by
diversification. The University’s investment policy has concentration limits that provide sufficient
diversification. As such, the concentration risk is remote.

As of June 30, 2017, the following investments (excluding U.S. Treasury securities, mutual funds,
and external investment pools) represented 5% or more of the University’s investment portfolio:
Federal Home Loan Banks ($458,528 or 9.19%) and Federal National Mortgage Association, Inc.
($390,608 or 7.83%).
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Risk and Uncertainties

The University may invest in various types of investment securities. Investment securities are
exposed to various risks, such as interest rate, market, and credit risks. Due to the level of risk
associated with certain investment securities, it is at least reasonably possible that changes in the
values of investment securities will occur in the near term and that the changes could materially
affect the amounts reported in the Statement of Net Position.

The University, through the CSU Consolidated Investment Pool, invests in securities with
contractual cash flows, such as asset-backed securities and mortgage-backed securities. The
value, liquidity, and related income of these securities are sensitive to changes in economic
conditions, including real estate values, delinquencies or defaults, or both, and may be adversely
affected by shifts in the market’s perception of the issuers and changes in interest rates.

Custodial Credit Risk for Investments

Custodial credit risk is the risk that in the event of the failure of the custodian, the investments may
not be returned to the University. Substantially all of the University’s securities are registered in the
University’s name by the custodial bank as an agent for the University. As a result, custodial credit
risk for such investments is remote.

Fair Value Measurements

The University uses fair value measurements to record fair value adjustments to certain assets and
liabilities and to determine the fair value disclosures. The fair value of a financial instrument is the
price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. Fair value is best determined based upon
quoted market prices. However, in certain instances, where quoted market prices are not available,
fair values are based on estimates using present value or other valuation techniques. Those
techniques are significantly affected by the assumptions used, including discount rates and
estimates of future cash flows. Accordingly, the fair value estimates may not be realized in an
immediate settlement of the instrument. The University groups its assets and liabilities measured at
fair value in three levels, based on markets in which the asset and liabilities are traded and the
reliability of the assumptions used to determine fair value. The level in the fair value hierarchy with
which a fair measurement in its entirety falls is based on the lowest level input that is significant to
the fair value measurement in its entirety. The three levels of the fair value hierarchy are as follows:

e Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities
that the University has the ability to access at the measurement date.

o Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable
for the asset or liability, either directly or indirectly.

e Level 3 inputs are unobservable inputs for the asset and liability. This valuation is
accomplished using management’s best estimate of fair value, with inputs into the
determination of fair value that require significant management judgment or estimation.
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The following table presents investments that are measured at fair value on a recurring basis at
June 30, 2017:

Investment type Fair value Level 1 Level 2 NAV
Money market funds $ 19,694 3,839 — 15,855
Repurchase agreements 10,391 — 10,391 —
Certificates of deposit 156,581 — 156,581 —
U.S. agency securities 1,332,652 672,859 659,793 —
U.S. Treasury securities 825,378 — 825,378 —
Municipal bonds 16,726 — 16,726 —
Corporate bonds 1,017,548 135,868 881,680 —
Asset-backed securities 315,780 315,780 — —
Mortgage-backed securities 365 — 365 —

3,695,115 $ 1,128,346 2,550,914 15,855
SMIF 1,296,547
Total $ 4,991,662

The following discussions describe the valuation methodologies used for financial assets and
liabilities measured at fair value. The techniques utilized in estimating the fair value are affected by
the assumptions used.

Investments are classified in Level 1 as fair value is obtained at the last sale price on the last
business day of the current fiscal year, as quoted on a recognized exchange or an industry
standard pricing, when available. Investments for which no sale was reported as of the close of the
last business day of the current fiscal year are valued at the quoted bid price provided by the
University’s external investment managers or their custodians.

Investments are classified in Level 2 as fair value is calculated using valuations that include
observable market quoted prices for similar assets or liabilities. Observable inputs other than
quoted prices such as price services or indices, estimates, appraisals, assumptions, and other
methods that are reviewed by management. Changes in market conditions and economic
environments may impact the net asset value (NAV) and consequently, the fair value of the
University’s interests in the funds.

There were no assets and liabilities measured at fair value on a recurring basis using significant
unobservable inputs (Level 3) during 2017.

Certain money market funds are not categorized under the fair value hierarchy and are shown at
NAV. These investments are measured at amortized cost when calculating NAV per share (or its
equivalent) of the investment.
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(viii)  Discretely Presented Component Units’ Investments

Investments of the discretely presented component units at fair value consisted of the following at

June 30, 2017:

Current Noncurrent Total
Money market funds $ 32,835 12,087 44,922
Repurchase agreements 190 3 193
Certificates of deposit 20,042 61,956 81,998
U.S. agency securities 32,528 20,248 52,776
U.S. Treasury securities 20,830 111,452 132,282
Municipal bonds 2,185 8,762 10,947
Corporate bonds 65,079 87,365 152,444
Asset-backed securities 5,883 4,756 10,639
Mortgage-backed securities 2,272 11,429 13,701
Local Agency Investment Fund (LAIF) 185,217 1,555 186,772
SMIF 2 — 2
Mutual funds 224,675 895,602 1,120,277
Exchange-traded funds 7,998 72,088 80,086
Equity securities 71,843 469,036 540,879
Alternative investments:
Private equity (including limited
partnerships) 8,883 46,781 55,664
Hedge funds 3,621 64,176 67,797
Real estate investments (including
Real Estate Investment Trust) 2,374 34,768 37,142
Commodities 81 9,941 10,022
Other alternative investments 2,875 28,949 31,824
Other external investment pools 370 24,709 25,079
Other investments 55 39,381 39,436
$ 689,838 2,005,044 2,694,882
55 (Continued)



CALIFORNIA STATE UNIVERSITY

Notes to Financial Statements

June 30, 2017
(In thousands)

The following table presents investments of the discretely presented component units that are
measured at fair value on a recurring basis at June 30, 2017:

Money market funds
Repurchase agreements
Certificates of deposit
U.S. agency securities
U.S. Treasury securities
Municipal bonds
Corporate bonds
Asset-backed securities
Mortgage-backed securities
Mutual funds
Exchange-traded funds
Equity securities
Alternative investments:
Private equity (including
limited partnerships)
Hedge funds
Real estate investments
(including Real Estate
Investment Trust)
Commodities
Other alternative investments
Other external investment
pools
Other investments

LAIF
SMIF

Fair value Level 1 Level 2 Level 3 NAV

$ 44,922 36,339 7,035 — 1,548
193 — 193 — —
81,998 53,383 28,615 — —
52,776 18,033 34,743 — —
132,282 25,323 106,959 — —
10,947 1,885 9,062 — —
152,444 87,605 63,683 1,156 —
10,639 5,639 5,000 — —
13,701 6,036 7,665 — —
1,120,277 1,037,691 82,586 — —
80,086 80,086 — — —
540,879 525,720 14,241 918 —
55,664 1,487 498 15,232 38,447
67,797 1,156 11,795 19,642 35,204
37,142 8,453 1,478 26,207 1,004
10,022 3,646 — 6,376 —
31,824 25,970 1,248 2,398 2,208
25,079 535 4,041 20,503 —
39,436 34,037 1,776 3,603 20
2,508,108 $ 1,953,024 380,618 96,035 78,431

186,772

2

$__ 2694882

For additional information regarding the investments and investment policies of the individual
discretely presented component units, refer to their separately issued financial statements.

Investments reported by the University of $52,697 are invested under contractual agreements on
behalf of the discretely presented component units of the University.
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(4) Accounts Receivable

Accounts receivable of the University at June 30, 2017 consisted of the following:

Current Noncurrent Total
State appropriations $ 2,496 52,450 54,946
State appropriations — SPWB Lease
Revenue Bond program — 66,310 66,310
Discretely presented component units 39,929 1,298 41,227
Student accounts 68,436 — 68,436
Government grants and contracts 23,537 — 23,537
Others 43,426 5,402 48,828
177,824 125,460 303,284
Less allowance for doubtful accounts (8,415) (468) (8,883)
Total $ 169,409 124,992 294,401

(5) Capital Lease Receivable

The University has entered into capital lease agreements with certain discretely presented component units
using proceeds from issuance of SRB and BANSs to lease existing and newly constructed facilities to the
discretely presented component units amounting to $242,705. Interest rates range from 1.50% to 5.55%.
Lease payments are due twice a year on May 1 and November 1. Under the lease agreements, payments
are due to the University as follows:

Fiscal year ending June 30:

2018 $ 24,662
2019 20,452
2020 20,468
2021 20,419
2022 20,662
2023-2027 108,545
2028-2032 93,894
2033-2037 45,575
2038-2042 14,885
2043-2047 6,765
Total minimum lease payments to be received 376,327

Less amounts representing interest (123,939)
Present value of future minimum lease payments to be received 252,388

Less current portion (11,055)
Capital lease receivable, net of current portion $ 241,333
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(6) Notes Receivable

The University has entered into note agreements with certain discretely presented component units to
finance existing and newly constructed facilities for the discretely presented component units amounting to
$341,255. Interest rates range from 1.50% to 6.48%. Note payments are due twice a year, on May 1 and
November 1.

Under the agreements, payments are due to the University as follows:

Fiscal year ending June 30:

2018 $ 27,764
2019 27,699
2020 27,383
2021 27,088
2022 26,966
2023-2027 131,089
2028-2032 121,907
2033-2037 93,535
2038-2042 54,508
2043-2047 28,104
Total minimum note payments to be received 566,043
Less amounts representing interest (224,302)
Present value of future minimum note payments to be received 341,741
Less current portion (10,727)
Notes receivable, net of current portion $ 331,014
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(7) Capital Assets

Capital assets activity for the University for the year ended June 30, 2017 consisted of the following:

Beginning Ending
balance Additions Retirements Transfers balance
Nondepreciable/nonamortizable
capital assets:
Land and land improvements  $ 268,821 — — — 268,821
Works of art and historical
treasures 38,833 5,880 — — 44713
Construction work in progress 830,301 627,835 (6,653) (793,357) 658,126
Intangible assets 18,570 13,130 (149) (627) 30,924
Total nondepreciable/
nonamortizable
capital assets 1,156,525 646,845 (6,802) (793,984) 1,002,584
Depreciable/amortizable capital
assets:
Buildings and building
improvements 11,244,160 22,366 (288) 702,028 11,968,266
Improvements other than
buildings 636,479 4,727 (634) 43,456 684,028
Infrastructure 1,110,514 14,687 (2,481) 45,500 1,168,220
Personal property:
Equipment 814,293 50,006 (25,830) 2,375 840,844
Library books and materials 393,699 5,345 (8,171) — 390,873
Intangible assets 261,680 8,056 (4,557) 625 265,804
Total depreciable/
amortizable
capital assets 14,460,825 105,187 (41,961) 793,984 15,318,035
Total cost 15,617,350 752,032 (48,763) — 16,320,619
Less accumulated depreciation/
amortization:
Buildings and building
improvements (5,191,382) (344,261) 143 — (5,535,500)
Improvements other than
buildings (455,189) (27,192) 453 — (481,928)
Infrastructure (477,339) (37,977) 1,536 — (513,780)
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Beginning Ending
balance Additions Retirements Transfers balance
Personal property:
Equipment $ (585,519) (54,359) 24,572 — (615,306)
Library books and materials (359,277) (7,408) 7,990 — (358,695)
Intangible assets (240,978) (9,307) 4,518 — (245,767)
Total accumulated
depreciation/
amortization (7,309,684) (480,504) 39,212 — (7,750,976)
Net capital assets $ 8,307,666 271,528 (9,551) — 8,569,643

Capital assets activity of the discretely presented component units of the University for the year ended

June 30, 2017 consisted of the following:

Beginning Ending
balance Additions Retirements Transfers balance
Nondepreciable/nonamortizable
capital assets:
Land and land improvements  $ 126,305 2,444 (304) — 128,445
Works of art and historical
treasures 10,300 1,094 (3,463) — 7,931
Construction work in progress 20,684 28,858 (2,683) (19,236) 27,623
Intangible assets 5,098 53 — (53) 5,098
Total nondepreciable/
nonamortizable
capital assets 162,387 32,449 (6,450) (19,289) 169,097
Depreciable/amortizable
capital assets:
Buildings and building
improvements 803,888 69,479 (99,495) 934 774,806
Improvements other than
buildings 128,383 20,904 (2,244) 12,554 159,597
Infrastructure 67,693 — — — 67,693
Personal property:
Equipment 207,909 12,130 (12,098) 5,718 213,659
Intangible assets 9,336 1,240 (400) 83 10,259
Total depreciable/
amortizable
capital assets 1,217,209 103,753 (114,237) 19,289 1,226,014
Total cost 1,379,596 136,202 (120,687) — 1,395,111

60

(Continued)



CALIFORNIA STATE UNIVERSITY

Less accumulated depreciation/

amortization:

Buildings and building
improvements

Improvements other than
buildings

Infrastructure

Personal property:
Equipment
Intangible assets

©“

Total accumulated
depreciation/
amortization

Net capital assets $

Notes to Financial Statements
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(In thousands)

Beginning Ending
balance Additions Retirements Transfers balance
(318,996) (27,239) 45,708 — (300,527)

(64,612) (18,878) 1,897 — (81,593)
(19,137) (1,718) — — (20,855)
(153,459) (15,349) 11,849 — (156,959)
(7,521) (1,546) 302 — (8,765)
(563,725) (64,730) 59,756 — (568,699)
815,871 71472 (60,931) — 826,412

For additional information regarding the capital assets of the individual discretely presented component
units of the University, refer to their separately issued financial statements.

(8) Lease Obligations

The University is obligated under various capital and operating leases and installment purchase

agreements for the acquisition of equipment and facility rentals. A substantial amount of the capital leases
are a result of the University’s participation with the State in the State Public Works Board (SPWB) Lease
Revenue Bond program. The University has participated in this program since 1986 in connection with the
construction of campus facilities and related equipment. Current California law permits the SPWB to
authorize the sale of bonds to construct certain state facilities if there is a revenue stream that can be
pledged to repay the obligations. The process in general is described in brief as follows:

The University and the State of California Department of Finance agree to the construction of one or
more facilities to be funded by SPWB bonds. The projects are approved as part of the University’'s

capital outlay budget.

The SPWB approves the sale of bonds for the project(s) and the University agrees to execute certain
legal documents in connection with the financing, including a site lease to the SPWB, a construction
agreement to construct the facility for the SPWB, and a facility lease to lease the completed facility

from the SPWB for annual rental payments.

Prior to the execution of the facility lease, the University receives a short-term loan from the State of

California Pooled Money Investment Board to provide working capital for initial phases of the

construction, and in some cases, the entire construction.
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e Generally, during the construction phase of the project, the bonds are sold by the SPWB, the
construction loan is repaid, and site leases and facility leases are executed requiring semiannual lease
payments, beginning upon completion of the facilities, by the Trustees that are used to pay principal
and interest on the bonds.

As part of the annual budget process, the State of California Department of Finance augments the
University’s operating budget to provide additional funds for the required lease payments.

The capital lease obligations related to the SPWB Lease Revenue Bond program amounted to $181,717.
The University also enters into capital leases with financial institutions and via commercial paper issued by
the California State University Institute (the Institute), a discretely presented component unit of the
University.

Overall capital leases consist primarily of leases of campus facilities, but also include certain computer,
energy efficiency, and telecommunications equipment. Total assets related to capital leases have a
carrying value of $462,987 at June 30, 2017. The leases bear interest at rates ranging from 1.39% to 9%
and have terms expiring in various years through 2041.

Operating leases consist primarily of leases for the use of real property. The University’s operating leases
expire in various years through 2099. The leases can be canceled if the State does not provide adequate
funding. Some of these leases are with discretely presented component units for the rental of office space
used in the operations of the University. Total operating lease expenditures for the year ended June 30,
2017 were $30,340 of which $16,469 was paid to related discretely presented component units.

Future minimum lease payments under capital and operating leases having remaining terms in excess of
one year as of June 30, 2017 are as follows:

Capital Operating
leases leases
Year ending June 30:
2018 $ 61,803 26,421
2019 35,728 17,797
2020 34,181 16,053
2021 33,257 15,246
2022 32,226 11,914
2023-2027 143,701 28,413
2028-2032 125,477 15,401
2033-2037 71,504 3,135
2038-2042 10,263 2,085
2043—thereafter — 1,024
Total minimum lease payments 548,140 137,489
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Capital
leases
Less amount representing interest $ (195,539)
Present value of future minimum lease payments 352,601
Unamortized net premium 852
Total capital lease obligations 353,453
Less current portion (43,737)
Capital lease obligations, net of current portion $ 309,716

(9) Long-Term Debt Obligations

(a)

(b)

State’s General Obligation Bond Program

The General Obligation Bond program of the State has provided capital outlay funds for the three
segments of California Higher Education through voter-approved bonds. Each of the approved bond
programs provides a pool of available funds, which is allocated on a project-by-project basis among the
University, the University of California, and the Community Colleges. Financing provided to the
University through the State’s General Obligation Bonds is not allocated to the University by the State.
This debt remains the obligation of the State and is funded by state tax revenues. Accordingly, such
debt is not reflected in the accompanying financial statements. The total General Obligation Bonds
carried by the State related to the University projects is approximately $2,315,413 as of June 30, 2017.

Systemwide Revenue Bond Program

The State University Revenue Bond Act of 1947, Sections 90010 through 90091 of the Education Code
of the State of California (the Bond Act) authorizes the Trustee to issue revenue bonds to finance
projects that support the University’s educational mission. The University’s financing program, referred
to as the SRB Program, is designed to provide lower cost debt and greater flexibility to finance projects
at the University than would be possible if projects were financed separately. Rather than relying on
specific pledged revenues to support specific debt obligations, the SRB program pools several sources
of revenue as the security for the debt. The University’s total outstanding balance of revenue bond
indebtedness under the SRB program was $5,826,473 at June 30, 2017.

Under the Bond Act authority, the University has constructed or acquired facilities located at its 23
campuses and the Office of the Chancellor.

In 2014, the State enacted legislation that granted additional capital financing authorities to the
University, leading to the SRB program expanding to allow the financing of academic facilities and
energy conservation projects. Allowable academic projects include construction and equipping of new
and existing academic facilities; infrastructure; deferred maintenance; and refunding of SPWB lease
revenue bonds (which funded the construction of certain academic facilities of the University; see
note 8, Lease Obligations).
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Systemwide Revenue Bonds are not secured by mortgages on the facilities constructed or acquired
and therefore the facilities do not act as security for the debt. Revenues pledged under the SRB
program include program fees from continuing education, health center facilities, housing, parking, and
student union; student tuition fees (effective in 2017); and designated auxiliary revenues, net of
maintenance and operation expenses before extraordinary items (net income available for debt
service), to repay $6,908,568 in SRB issued through 2017.

Bond Anticipation Notes

The Trustees have authorized the issuance of BANs to provide short-term financing to the University
for certain projects. The BANs are purchased by the Institute with proceeds from the commercial paper
issued by the Institute. The BANs are generally issued for periods of up to three years in anticipation of
issuing permanent revenue bonds at a future date. State law was amended in 2008 to allow BAN
maturities to extend beyond three years and the maturity date for the issuance of BANs to be
determined by the Trustees. In 2010, the Trustees authorized three projects for financing with
maturities beyond three years and they will remain in BANs until the debt is retired. BAN interest is
variable and changes based upon the cost of the Institute’s commercial paper program. The maximum
and minimum weighted average interest rates for the year ended June 30, 2017 were 0.88% and
0.45%, respectively. The University’s BANs totaled $600 at June 30, 2017. The not-to-exceed amounts
related to the outstanding amounts totaled $16,930, of which $1,215 has not been issued and $15,115
has been issued and paid back.
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Long-term debt obligations of the University as of June 30, 2017 consisted of the following:

Interest Final Original
rate maturity issue Amount
Description percentage date amount outstanding
Systemwide Revenue Bonds,
Housing Series J-K 3.00% 2019/20 $ 8,558 1,063
Housing Series L-M 3.00 2020/21 5,510 920
Housing Series N, P & Q 3.00 2021/22 6,695 1,365
Series 2007A 4.50 2044/45 48,810 13,540
Series 2007B 5.27-5.55 2037/38 13,165 10,245
Series 2007C 5.00 2028/29 63,275 39,400
Series 2008A 4.00-5.00 2039/40 375,160 20,040
Series 2009A 4.00-5.00 2018/19 454,240 19,145
Series 2010A 3.00-5.00 2031/32 146,950 103,205
Series 2010B 5.45-6.48 2041/42 205,145 205,145
Series 2011A 2.50-5.25 2042/43 429,855 363,160
Series 2012A 3.00-5.00 2042/43 436,220 418,970
Series 2012B 2.79-4.17 2036/37 16,700 15,250
Series 2013A 3.00-5.00 2026/27 308,855 274,635
Series 2014A 3.00-5.00 2044/45 747,740 735,050
Series 2015A 2.00-5.00 2047/48 1,032,920 998,995
Series 2015B 0.98-4.41 2035/36 29,305 26,880
Series 2016A 2.00-5.00 2045/46 1,133,105 1,133,105
Series 2016B-1 3.00 2047/48 50,000 50,000
Series 2016B-2 4.00 2049/50 100,000 100,000
Series 2016B-3 4.00 2051/52 100,000 100,000
Series 2017A 3.00-5.00 2047/48 812,030 812,030
Series 2017B 0.95-3.90 2047/48 335,155 335,155
Series 2017C 2.00-5.00 2037/38 49,175 49,175
$ 6,908,568 5,826,473
Bond Anticipation Notes Various 600
Others Various 8,583
Total 5,835,656
Unamortized net bond premium 605,917
Total long-term debt 6,441,573
Less current portion (122,026)
Long-term debt, net of current portion $ 6,319,547
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Long-term debt principal and interest are payable in the following fiscal years:

Principal Interest
Year ending June 30:

2018 $ 122,026 279,327
2019 135,932 265,681
2020 148,691 259,081
2021 156,146 252,043
2022 164,085 244,143
2023-2027 892,884 1,095,695
2028-2032 1,120,169 852,039
2033-2037 1,143,418 574,320
2038-2042 952,730 325,177
2043-2047 714,605 131,515
2048-2052 284,970 20,392

$ 5,835,656 4,299,413

Long-term debt obligations of the individual discretely presented component units have been issued to
purchase or construct facilities for University-related uses. For additional information regarding
long-term debt obligations of the individual discretely presented component units, refer to their
separately issued financial statements.

The Board of Trustees does not have a specified debt limit or debt margin, as noted in the University’s
Policy for Financing Activities. However, the Board finds it appropriate to establish the lowest cost debt
financing programs for the University, and to use the limited debt capacity in the most prudent manner.

As of June 30, 2017, the Board had approved SRB and BAN that were authorized but unissued in the
aggregate principal amount of $923,780, for projects including academic, infrastructure, housing, and
parking facilities. In addition, as of June 30, 2017, there are approximately $470,840 of remaining
authorized and unissued debt for the purpose of refunding certain bonds of the SPWB not previously
refunded.

(10) Long-Term Debt Refunding
Current Year Refunding

In March 2017, the University issued SRB Series 2017A (Tax-Exempt), 2017B (Taxable) and 2017C
(Tax-Exempt). A portion of the proceeds of SRB Series 2017A was applied to refund a portion of SRB
Series 2007A. A portion of the proceeds of SRB Series 2017A and 2017B were applied to refund all of the
remaining SRB Series 2007D. The entire proceeds of Series 2017C was applied to refund a portion of the
SRB Series 2007A.
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The University placed these proceeds in an irrevocable trust to provide for all future debt service payments
on the refunded bonds. The proceeds were used to purchase U.S. federal, state, and local government
securities that were placed in escrow accounts. The investments and fixed earnings from the investments
are considered sufficient to fully service the refunded debt until the debt is called or matured.

The defeasance will reduce the University’s total financing cost by approximately $17,593 over the life of
the refunded bonds. The economic gain (difference between net present values of the debt service
payments on the old debt and new debt) from these transactions was approximately $15,674. Accordingly,
the refunded bonds have been considered defeased and, therefore, removed as a liability from the
accompanying financial statements. The total par amount of bonds outstanding as of date of refunding
totaled $127,835. The entire outstanding balance was paid as of June 30, 2017.

The University recognized a gain on the debt refunding for SRB Series 2017A, 2017B, and 2017C of
$1,190. The gain on debt refunding is the difference between the reacquisition price and the net carrying
amount of the old debt, together with any unamortized difference from the prior refunding. The gain on debt
refunding is deferred and amortized over the shorter of the old debt (or original amortization period
remaining in the prior refunding) or the life of the latest refunding debt. The unamortized gain on debt
refunding is included in deferred outflows of resources in the statement of net position and amounted to
$1,184 as of June 30, 2017.

Prior Year Refunding

In prior years, the University refunded certain SRB by placing the proceeds from the issuance of SRB
refunding bonds in an irrevocable trust with the State Treasurer to provide for all future debt service
payments on the defeased bonds. The proceeds were used to purchase U.S. federal, state, and local
government securities that were placed in escrow accounts. The investments and fixed earnings from the
investments are considered sufficient to fully service the refunded debt until the debt is called or matured.
Accordingly, the trust account assets and liability for the refunded bonds are not included in the University’s
financial statements. The amount of refunded bonds outstanding, excluding those bonds refunded in the
current year, totaled $689,135 as of June 30, 2017.
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(11) Long-Term Liabilities Activity

Long-term liabilities activity of the University for the year ended June 30, 2017 was as follows:

Accrued compensated absences
Capital lease obligations (note 8)

Long-term debt obligations (note 9):

Systemwide revenue bonds
Bond anticipation notes
Other

Unamortized net bond premium

Total long-term debt
obligations

Total long-term
liabilities

CALIFORNIA STATE UNIVERSITY

Notes to Financial Statements
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Beginning Ending Current
balance Additions Reductions balance portion
$ 243,362 156,602 (138,328) 261,636 140,963
389,385 9,917 (45,849) 353,453 43,737
4,944,168 1,196,360 (314,055) 5,826,473 120,370
4,640 200,125 (204,165) 600 400
6,180 5772 (3,369) 8,583 1,256
4,954,988 1,402,257 (521,589) 5,835,656 122,026
506,760 127,427 (28,270) 605,917 —
5,461,748 1,529,684 (549,859) 6,441,573 122,026
$ 6,094,495 1,696,203 (734,036) 7,056,662 306,726

Long-term liabilities activity of the aggregated discretely presented component units of the University for the
year ended June 30, 2017 was as follows:

Accrued compensated absences
Claims liability for losses

and loss adjustment expenses
Capital lease obligations

Long-term debt obligations:
Revenue bonds
Commercial paper
Notes payable
Other

Unamortized net bond premium

Total long-term
debt obligations

Total long-term
liabilities

$

Beginning Ending Current

balance Additions Reductions balance portion
19,776 15,410 (14,973) 20,213 14,911
82,119 28,309 (35,854) 74,574 22,031
360,832 40,653 (128,318) 273,167 11,177
22,420 1,585 (920) 23,085 965
5,964 608,427 (613,791) 600 400
234,600 60,140 (10,000) 284,740 9,170
81,026 2,350 (6,938) 76,438 2,966
344,010 672,502 (631,649) 384,863 13,501
21,851 9,489 (2,359) 28,981 —
365,861 681,991 (634,008) 413,844 13,501
828,588 766,363 (813,153) 781,798 61,620
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The University has entered into note agreements with certain discretely presented component units to
finance existing and newly constructed facilities, using proceeds from issuance of SRB, for the discretely
presented component units amounting to $284,740 included in notes payable and $55,015 in other
long-term debt obligations as of June 30, 2017.

The University has also entered into capital lease agreements with certain discretely presented component
units using proceeds from issuance of SRB and BANs to lease existing and newly constructed facilities to
the discretely presented component units amounting to $241,288 as of June 30, 2017.

For additional information regarding the long-term liabilities of the individual discretely presented
component units of the University, refer to their separately issued financial statements.

(12) Pension Plan and Postretirement Benefits

(a) Pension Plan

(i)

(i)

Plan Description

The University, as an agency of the State, contributes to CalPERS. The State’s plans with
CalPERS are agent multiple-employer defined-benefit pension plans and CalPERS functions as an
investment and administrative agent for its members. For the University, the plans act as cost
sharing multiple-employer defined-benefit pension plan, which provide a defined-benefit pension
and postretirement program for substantially all eligible University employees. The plans also
provide survivor, death, and disability benefits. Eligible employees are covered by the Public
Employees’ Medical and Hospital Care Act (PEMHCA) for medical benefits.

A full description of the pension plans regarding numbers of employees covered, benefit provision,
assumptions, and membership information are listed in the June 30, 2015 Annual Actuarial
Valuation Reports. Details of the benefits provided can be obtained in Appendix B of the actuarial
valuation reports.

CalPERS issues a publicly available Actuarial Valuation Report and Comprehensive Annual
Financial Report (CAFR) that includes financial statements and required supplementary
information. Copies of the CalPERS Actuarial Valuation Report and CAFR may be obtained at
CalPERS’s website or from the California Public Employees’ Retirement System Executive Office,
400 P Street, Sacramento, CA 95814.

Pensionable Compensation

The schedule of pensionable compensation is prepared by the State to provide the total
pensionable compensation. This amount was used to calculate the University’s proportionate share
of pension amounts. The schedule of pensionable compensation and the schedule of pension
amounts have the same measurement period of July 1, 2015 through June 30, 2016.
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(iii)  Contributions

Section 20814(c) of the California Public Employees’ Retirement Law (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 the 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 actuarially determined rate
and the contribution rate of employees. Employer contribution rates may change if plan contracts
are amended. Payments made by the employer to satisfy contribution requirements that are
identified by the pension plan terms as plan member contribution requirements are classified as
plan member contributions. For the measurement period ended June 30, 2016, the average active
employee contribution rates for State Miscellaneous and Peace Officer and Firefighters Plans are
6.67% and 11.31% of annual pay, respectively. For the measurement period ended June 30, 2016,
the State’s contribution rates for State Miscellaneous and Peace Officer and Firefighters Plans are
25.15% and 38.91% of annual payroll, respectively.

State Miscellaneous Plan members of the University are required to contribute 5% of their annual
earnings in excess of $513 per month to CalPERS. Effective January 1, 2013, all new University
employees that are considered “new members” to CalPERS are required to contribute 50% of the
normal cost for their category (e.g., State Miscellaneous Plan member is 6.50% of their annual
earnings per month to CalPERS). The University is required to contribute at an actuarially
determined rate.

State Peace Officers and Firefighters Plan members of the University are required to contribute 8%
of their annual earnings in excess of $238 per month to CalPERS. Effective January 1, 2013, all
new University employees that are considered “new members” to CalPERS are required to
contribute 50% of the normal cost for their category (e.g., State Peace Officers and Firefighters
Plan members is 11% of their annual earnings per month to CalPERS). The University is required
to contribute at an actuarially determined rate.

The contribution requirements of the plan members are established and may be amended by
CalPERS. The contractual maximum contribution required for the University is determined by the
annual CalPERS compensation limit(s), which are based on provisions of Assembly Bill (AB) 340
and the IRC 401 (a) 17 limits.

The University’s contributions to CalPERS for the most recent three fiscal years were equal to the
required contributions and were as follows:

2015 $ 602,995
2016 659,326
2017 757,170
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(iv)  Pension Liability, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

As of June 30, 2017, the University reported a liability of $7,733,925 for its proportionate share of
the net pension liability. The net pension liability was measured as of June 30, 2016, and the total
pension liability used to calculate the net pension liability was determined based on an actuarial
valuation as of June 30, 2015 rolled forward to the measurement date. The University’s proportion
of the State’s net pension liability was calculated based on its proportionate share of the State’s
pensionable compensation. The State considered this a practical, systematic, and a rational
approach. At June 30, 2016, the University’s proportionate share of the total State net pension
liability for the State Miscellaneous and Peace Officers and Firefighters Plans (collectively the
Plans) were 22.87662% and 1.15882%, respectively.

For the year ended June 30, 2017, the University recognized pension expense of $850,207 for
State Miscellaneous Plan and $22,393 for State Peace Officers and Firefighters Plan, which were
reported as benefits expense.

The following table presents deferred outflows and inflows of resources as of June 30, 2017.
Deferred outflows of resources are recognized for the University’s retirement contributions made
subsequent to the measurement date, the difference between expected and actual experience,
aggregate difference between projected and actual earnings on pension plan investments arising in
different measurement periods and changes in the University’s proportionate share of pensionable
compensation. Deferred inflows of resources are recognized for the difference between expected
and actual experience.

Deferred Deferred
outflows of inflows of
resources resources
University retirement contribution subsequent to the
measurement date $ 757,170 —
Difference between expected and actual experience 79,510 17,394
Difference due to change in proportionate share 35,352 —
Net difference between projected and actual earnings
on pension plan investments 853,829 —
Total $ 1,725,861 17,394

The $757,170 of deferred outflows of resources related to pension resulting from the University’s
contributions subsequent to the measurement date of June 30, 2016 will be recognized as a
reduction of the net pension liability as of the measurement date of June 30, 2017.
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The deferred outflows of resources will be recognized as pension expense as follows:

Schedule of Differences between Expected and Actual Experience

Increase in pension expense arising from the recognition of the effects of
differences between expected and actual experience
(measurement dates)

Measurement Recognition
period ended Initial period
June 30 differences* (years) 2017 2018 2019 2020 2021 Total
Miscellaneous Plan:
2015 $ 158,681 39 $ 40,687 36,619 — — — 77,306
Peace Officers and Firefighters Plan:
2015 3,344 5.1 656 656 656 64 — 2,032
2016 213 5.2 41 41 41 41 8 172
Net increase in pension expense $ 41,384 37,316 697 105 8 79,510

Schedule of Change in Proportionate Share

Increase in pension expense arising from the recognition of the effects of
change in properties share
(measurement dates)

Measurement Recognition
period ended Initial period
June 30 differences* (years) 2017 2018 2019 2020 2021 Total
Miscellaneous Plan:
2015 $ 34,438 39 $ 8,830 7,947 — — — 16,777
2016 7,628 4.0 1,907 1,907 1,907 — — 5,721
Peace Officers and Firefighters Plan:
2015 7,537 5.1 1,478 1,478 1,478 148 — 4,582
2016 10,242 5.2 1,970 1,970 1,970 1,970 392 8,272
Net increase in pension expense $ 14,185 13,302 5,355 2,118 392 35,352

Schedule of Differences between Projected and Actual Earnings on Pension Plan Investments

Increase in pension expense arising from the recognition
of the differences between projected and actual
earnings on pension plan investments
(measurement dates)

Measurement Recognition
period ended Initial period
June 30 differences* (years) 2017 2018 2019 2020 Total
Miscellaneous Plan:
2014 $ (1,344,501) 5 $ (268,900) (268,900) — — (537,800)
2015 832,081 5 166,416 166,416 166,417 — 499,249
2016 1,094,241 5 218,848 218,848 218,848 218,849 875,393
Peace Officers and Firefighters Plan:
2014 (26,039) 5 (5,208) (5,208) — — (10,416)
2015 16,421 5 3,285 3,285 3,285 — 9,855
2016 21,937 5 4,387 4,387 4,387 4,387 17,548
Net increase in pension expense $ 118,828 118,828 392,937 223,236 853,829

72 (Continued)



(viii)

(ix)

CALIFORNIA STATE UNIVERSITY
Notes to Financial Statements
June 30, 2017
(In thousands)

*

Adjusted for any changes in University’s proportionate share

The deferred inflows of resources related to pensions will be recognized in the pension expense as
follows:

Schedule of Differences between Expected and Actual Experience

Recognition of the effects of differences
between expected and actual experience
(measurement dates)

Measurement Recognition
period ended Initial period
June 30 differences* (years) 2017 2018 2019 Total
Miscellaneous Plan:
2016 $ (23,193) 4 $ (5,798) (5,798) (5,798) (17,394)
Net decrease in pension expense $ (5,798) (5,798) (5,798) (17,394)

*

Adjusted for any changes in University’s proportionate share

Actuarial Assumptions

For the measurement period ended June 30, 2016, the total pension liability was determined by
rolling forward the June 30, 2015 total pension liability. The June 30, 2016 and 2015 total pension
liability were based on the following actuarial methods and assumptions:

Actuarial cost method Entry age normal in accordance with the requirements of
GASB Statement No. 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 including inflation

Mortality rate of return Derived using CalPERS’ membership data for all funds

Postretirement benefit

increase Contract cost of living allowance up to 2.75% until purchasing

power protection allowance floor on purchasing
power applies; 2.75% thereafter

The mortality table used was developed based on CalPERS’ specific data. The table includes

20 years of mortality improvements using Society of Actuaries Scale BB. For more details on this
table, please refer to the 2014 CalPERS Experience Study and Review of Actuarial Assumptions
report (Experience Study).
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All other actuarial assumptions used in the June 30, 2015 valuation were based on the results of an
actuarial experience study for the period from 1997 to 2011, including updates to salary increase,
mortality, and retirement rates. The Experience Study report can be obtained from CalPERS’
website.

Discount Rate

The discount rate used to measure the total pension liability was 7.65%. 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 be different from the
actuarially assumed discount rate. Based on the testing, the plans do not 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% is applied to all plans
in the Public Employees Retirement Fund. The stress test result is presented in the

GASB Crossover Testing Report, which can be obtained from CalPERS’ website under the

GASB Statement No. 68 section.

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, but without reduction for administrative
expenses, and inflation) are developed for each major asset class.

In determining the long-term expected rate of return, CalPERS took into account both short-term
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, expected compound (geometric) returns were calculated 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 term 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-term 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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The table below reflects long-term expected real rate of return by asset class. The rate of return
was calculated using the capital market assumptions applied to determine the discount rate and
asset allocation. The target allocation shown was adopted by the CalPERS Board of Administration
effective on July 1, 2015.

Current target Real return Real return
Asset class allocation years 1-10" years 11+

Global equity 47.00% 5.25% 5.71%
Global fixed income 19.00 0.99 243
Inflation sensitive 6.00 0.45 3.36
Private equity 12.00 6.83 6.95
Real estate 11.00 4.50 5.13
Infrastructure and forestland 3.00 4.50 5.09
Liquidity 2.00 (0.55) (1.05)

'An expected inflation of 2.5% used for this period

2 An expected inflation of 3.0% used for this period

In December 2016, the CalPERS Board of Administration voted to lower the discount rate used in
its actuarial assumptions from 7.65% to 7.15% (including administrative expenses) effective July 1,
2017 over three year period. As shown in the table below, a similar reduction to the discount rate in
accordance with GASB Statement No. 68 will increase the net pension liability. This increase will
be amortized over the expected remaining service lives of all employees provided with benefits
through the pension plans.

Sensitivity of the University’s Proportionate Share of the Net Pension Liability to Changes in the
Discount Rate

The following table presents the University’s proportionate share of net pension liability of the Plans
as of the measurement date, calculated using the discount rate of 7.65%, as well as what the 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:

Current
Discount rate discount rate Discount rate
Plan -1% (6.65%) (7.65%) + 1% (8.65%)
Miscellaneous Plan $ 10,312,941 7,575,326 5,277,051
Peace Officers and Firefighters Plan 223,425 158,599 105,373
Net pension liability $ 10,536,366 7,733,925 5,382,424
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Pension Plan Fiduciary Net Position

The plan fiduciary net position disclosed in the GASB Statement No. 68 accounting valuation report
may differ from the plan assets reported in the funding actuarial valuation report due to several
reasons. First, for the accounting valuations, CalPERS must keep items such as deficiency
reserves, fiduciary self-insurance included as assets. These amounts are excluded for rate setting
purposes in your funding actuarial valuation.

(b) Postretirement Healthcare Plan

(i)

(i)

Plan Description

The State provides retiree healthcare benefits to statewide employees, including the University
employees, through the programs administered by CalPERS. The State’s plan represents a
substantive single-employer defined-benefit OPEB Plan, which includes medical and prescription
drug benefits (collectively, healthcare benefits) to the retired University employees. The University
provides dental benefits to eligible University’s retirees. Eligible retirees receive healthcare and
dental benefits upon retirement at age 50 with five years of service credit.

For healthcare benefits, CalPERS offers Preferred Provider Organizations (PPOs), Health
Maintenance Organizations (HMOs), and Exclusive Provider Organizations (EPOs) (limited to
members in certain California counties); for dental benefits, a Dental Maintenance Organization
(DMO) and dental indemnity plans to the University’s retirees. Health plans offered, covered
benefits, monthly rates, and copayments are determined by the CalPERS Board, which reviews
health plan contracts annually.

The contribution requirements of retirees and the State are established and may be amended by
the State legislature. For healthcare benefits, the State makes a contribution toward the retiree’s
monthly health premiums, with the retirees covering the difference between the State’s contribution
and the actual healthcare premium amount. The State contribution is normally established through
collective bargaining agreements. No retiree contribution is required for dental benefits.

Funding Policy

For healthcare benefits, responsibility for funding the cost of the employer share of premiums is
apportioned between the State and the University based on “billable” and “nonbillable” accounts.
Billable accounts have special revenue sources such as fees, licenses, penalties, assessments,
and interest, which offset the costs incurred by a State department during the year. The University
reimburses the State for retiree’s health benefit costs allocated to billable accounts but not for costs
allocated to nonbillable accounts. The University is responsible for funding the costs of the billable
accounts on a pay-as-you-go basis as part of the statewide general administrative costs charged to
the University. The State is responsible for funding the cost of the employer share of healthcare
premiums of retirees for all nonbillable accounts.

The University is responsible for paying the cost of dental benefits for all University retirees using
funds provided by the State through general fund appropriations. The University makes payments
directly to Delta Dental for the retiree’s monthly dental premiums. The University is paying these
benefits on a pay-as-you-go basis.
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(iii)  Annual OPEB Cost and Net OPEB Obligation

The following table shows the components of the total annual required contribution (ARC) for the
University’s allocated portion of the postretirement healthcare plan, the amount contributed to the

plan by the University, and changes in the University’s net OPEB obligation (NOO) for the fiscal
years ended 2017, 2016, and 2015:

2017 2016 2015
Annual required contribution (ARC):
Billable accounts $ 53,324 50,349 40,931
Nonbillable accounts (dental only) 41,742 40,862 38,765
Total ARC 95,066 91,211 79,696
Contributions:
Billable accounts (19,970) (18,665) (16,293)
Nonbillable accounts (dental only) (18,011) (17,103) (17,056)
Total contributions (37,981) (35,768) (33,349)
Increase in net OPEB
obligation (NOO) 57,085 55,443 46,347
NOO - beginning of year 368,803 313,360 267,013
NOO - end of year:
Billable accounts 216,984 183,630 151,946
Nonbillable accounts (dental only) 208,904 185,173 161,414
Total NOO $ 425,888 368,803 313,360
Percentage of annual OPEB cost
contributed during the years
ended June 30, 2017, 2016, and 2015 39.95% 39.21% 41.85%

(iv) Actuarial Methods and Assumptions and Plan Funding Information

As an agency of the State, the University was included in the State’s OPEB actuarial study. The
analysis of the statewide ARC by accounts is performed by the State Controller’s Office (SCO) and
a portion related to billable accounts is allocated to the University. Since the ARC allocated by the
SCO does not provide a breakdown of the ARC for health and dental benefits separately, the ARC
for the nonbillable accounts, which related only to dental benefits, was estimated based on dental
contributions as a percentage of the total OPEB contributions.
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Projections of benefits for financial statement reporting purposes are based on the substantive plan
and include the types of benefits provided at the time of each valuation and the historical pattern of
sharing of benefit cost between the State and the plan members to that point. The actuarial
methods and assumptions used are consistent with a long-term perspective. In the June 30, 2016
actuarial valuation, the individual entry age normal cost method was used. The actuarial
assumptions included a 4.25% investment rate of return and 4.25% discount rate. Both rates
included a 2.75% annual inflation assumption. Annual wage inflation is assumed to be 3.00%. The
unfunded actuarial accrued liabilities are being amortized as a level percentage of projected payroll
on an open basis over a 30-year period.

Funding progress information specifically related to the University’s portion of the statewide OPEB
plan is not available. For more details about the actuarial methods and assumptions used by the
State, as well as the statewide plans’ funding progress and status, refer to the State of California’s
Comprehensive Annual Financial Report.

(13) Deferred Outflows and Inflows of Resources

The composition of deferred outflows and inflows of resources at June 30, 2017 is summarized as follows:

Deferred Deferred

outflows of inflows of

resources resources
Related to net pension liability $ 1,725,861 17,394

Net loss on debt refundings:

Systemwide revenue bonds 103,449 —
SPWB capital lease obligations 57 —
Total $ 1,829,367 17,394

(14) Claims Liability for Losses and Loss Adjustment Expenses

The University and certain auxiliary organizations have established the CSURMA, a discretely presented
component unit of the University, to centrally manage workers’ compensation, general liability, industrial
and nonindustrial disability, unemployment insurance coverage, and other risk-related programs. The
claims liability included in the discretely presented component unit column reflects the estimated ultimate
cost of settling claims related to events that have occurred on or before June 30, 2017. The liability
includes estimated amounts that will be required for future payments of claims that have been reported and
claims related to events that have occurred but have not yet been reported. The liability is also reduced by
estimated amounts recoverable from the reinsurer that are related to the liabilities for unpaid claims and
claim adjustment expenses. The liability is estimated through an actuarial calculation using individual case
basis valuations and statistical analyses. Although considerable variability is inherent in such estimates,
management believes that the liability is a reasonable estimate at June 30, 2017.
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The information of the change in claims liability for losses and loss adjustment expenses may be obtained
from the separate financial statements issued for CSURMA.

Commitments and Contingencies

The State is a defendant in multiple lawsuits involving University matters not covered by the CSURMA as
discussed in note 14. Management of the University is of the opinion that the liabilities, if any, arising from
litigation will not have a material effect on the financial position of the University.

Federal grant programs are subject to review by the grantor agencies, which could result in requests for
reimbursement to grantor agencies for disallowed expenditures. Management believes that it has adhered
to the terms of its grants and that any disallowed expenditures resulting from such reviews would not have
a material effect on the financial position of the University.

Authorized but unexpended costs for construction projects as of June 30, 2017 totaled $567,510. These
expenditures will be funded primarily by State appropriations and bond proceeds.

In order to secure access to natural gas and electricity used for normal operation, the University
participates in forward purchase contracts of natural gas and electricity operated by the Department of
General Service and Shell Energy North America, respectively. The University’s obligation under these
special purchase arrangements requires it to purchase an estimated total of $1,497 and $28,759 of natural
gas and electricity at fixed prices through June 2018 and December 2019, respectively. The University
estimates that the special purchase contracts in place represent approximately 7.19% and 14.31% of its
total annual natural gas and electricity expenses, respectively.
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(16) Classification of Operating Expenses

The University has elected to report operating expenses by functional classification in the Statement of
Revenues, Expenses, and Changes in Net Position, and to provide the natural classification of those
expenses as an additional disclosure. For the year ended June 30, 2017, operating expenses by natural
classification consisted of the following:

Scholarships

and Supplies Depreciation Total
fellowships and other and operating
Salaries Be nefits expense services amortization expenses
Instruction $ 1,777,139 859,563 — 217,221 — 2,853,923
Research 28,338 8,828 — 17,302 — 54,468
Public service 27,781 3,654 — 15,578 — 47,013
Academic support 401,456 209,258 — 199,896 — 810,610
Student services 419,421 233,183 — 233,304 — 885,908
Institutional support 413,228 259,734 — 230,768 — 903,730
Operation and
maintenance of plant 223,989 151,493 — 345,377 — 720,859
Student grants and
scholarships — — 844,019 — — 844,019
Auxiliary enterprise
expenses 81,849 69,837 — 233,932 — 385,618
Depreciation and
amortization — — — — 480,504 480,504
Total $ 3,373,201 1,795,550 844,019 1,493,378 480,504 7,986,652

(17) Transactions with Related Entities

The University is an agency of the State and receives about 40.10% of total revenues through state
appropriations. State appropriations allocated to the University aggregated approximately $3,293,198 for
the year ended June 30, 2017. State appropriations receivable is $121,256 at June 30, 2017.

(18) Subsequent Events

BANs Issuance

The University issued $48,200 of BANs subsequent to June 30, 2017. $21,965 of these BANs are issued to
finance San Diego State University Tula/Tenochca Replacement Project and $26,235 are issued to finance
the California Polytechnic State University, San Luis Obispo — Cal Poly Corporation Vista Grande
Replacement Building Project.
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Schedule 2
CALIFORNIA STATE UNIVERSITY

Schedule of Employer Contributions
Year ended June 30, 2017
(Unaudited)

(In thousands)

Notes to required supplementary information schedule for the most recent fiscal year presented:

Valuation date

Actuarially calculated contribution rates are calculated as of July 1, two
years prior to the end of the fiscal year in which contributions are reported.

Methods and assumption used to determine contribution rates:

Actuarial cost method
Amortization method/period

Asset valuation method

Inflation
Salary increases
Payroll growth

Investment rate of return

Retirement age

Mortality

Significant factors affecting contribution rates

See accompanying independent auditors’ report.

Entry age normal in accordance with the requirement of GASB.
For details, see June 30, 2015 Funding Valuation Report.

Actuarial Value of Assets. For details, see June 30, 2015 Funding Valuation
Report.

2.75%

Varies by entry age and service

3%

7.5%, net of pension plan investment and administrative expenses; includes

inflation.

The probabilities of retirement are based on the 2014 CalPERS Experience
Study for the period from 1997 to 2011.

The probabilities of mortality is based on the 2014 CalPERS Experience
Study for the period from 1997 to 2011. Pre-retirement and post-retirement
mortality rates include 20 years of projected mortality improvement using
Scale BB published by the Society of Actuaries.

For details, see June 30, 2015 Funding Valuation Report.
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Schedule 3
CALIFORNIA STATE UNIVERSITY

Systemwide Revenue Bond Program’s Net Income Available for Debt Service

Year ended June 30, 2017

Gross revenues:

Tuition fees $ 3,116,566,106
Student housing 468,503,481
Student unions/recreation centers 228,922,251
Parking 119,976,698
Health centers 10,858,515
Extended and continu’ing education 390,084,608
Aucxiliary organization' 597,511,899
Other related entity? 6,651,768

Total gross revenues 4,939,075,326

Maintenance and operations expenses:

Academic facilities 285,871,459
Student housing 297,320,239
Student unions/recreation centers 108,482,999
Parking 80,714,279
Health centers 5,295,229
Extended and continu’ing education 397,675,380
Aucxiliary organization' 512,656,989

Total maintenance and operations expenses 1,688,016,574

Net income available for debt service $ 3,251,058,752

Debt service:

Systemwide revenue bonds debt $ 299,433,842
Designated auxiliary organization debt 2,017,374

Total debt service $ 301,451,216

The purpose of this schedule is to meet bond reporting covenants covering the operations of the projects by showing the gross
revenues, and maintenance and operations expenses for the fiscal year.

(1) This includes gross revenues and maintenance and operations expenses of 17 auxiliary organizations that have
financed with SRB through lease or loan arrangements. This excludes research grants and contracts activity and
restricted gifts. Gross revenues under the SRB Indenture are a smaller amount derived from payments under certain
leases or loans with the Board of Trustees.

(2) This includes gross revenues derived from lease with California State University, Channel Islands Site Authority which are
used solely to pay debt service. The maintenance and operations expense are excluded as these are not paid by the
pledged gross revenues.

See accompanying independent auditors’ report.
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CSU, Bakersfield

CSU, Channel Islands

CSU, Chico

CSU, Dominguez Hills

CSU, East Bay

CSU, Fullerton

Humboldt State University
CSU, Long Beach

CSU, Los Angeles

California Maritime Academy
CSU, Northridge

CSPU, Pomona

CSU, Sacramento

CSU, San Bernardino

San Diego State University
San Francisco State University (5)
San Jose State University
CPSU, San Luis Obispo
Sonoma State University
CSU, Stanislaus

Systemwide Offices
Interest income

Total

CSU, Bakersfield

CSU, Channel Islands

CSU, Chico

CSU, Dominguez Hills

CSU, East Bay

CSU, Fullerton

Humboldt State University
CSU, Long Beach

CSU, Los Angeles

California Maritime Academy
CSU, Northridge

CSPU, Pomona

CSU, Sacramento

CSU, San Bernardino

San Diego State University
San Francisco State University (5)
San Jose State University
CPSU, San Luis Obispo
Sonoma State University
CSU, Stanislaus

(3) Percentage of spaces occupied is based on Operational Capacity. In certain cases, Percentage occupancy by Design Capacity is over 100%.
4)

CALIFORNIA STATE UNIVERSITY

Systemwide Revenue Bond Program’s Residence and Dining Halls Operating Data by Campus (1)

Year ended June 30, 2017

Schedule 4

(Unaudited)
Excess Average
Operating of revenues number of % of
and other Operating over Design Operational spaces spaces
revenues expenditures expenditures capacity capacity (2) occupied occupied (3)
$ 5,113,632 4,722,289 391,243 576 563 374 66%
17,009,107 8,431,996 8,577,111 1,528 1,571 1,520 97
24,086,864 16,676,011 7,410,853 2,128 2,222 2,131 96
4,734,055 3,532,640 1,201,415 712 660 642 97
12,535,321 7,761,676 4,773,645 1,296 1,716 1,440 84
28,343,464 13,460,063 14,883,401 1,918 1,906 1,944 102
15,265,652 7,062,929 8,202,723 2,070 2,096 1,999 95
22,036,701 12,461,570 9,575,131 1,826 2,049 2,010 98
8,190,947 6,049,812 2,141,135 1,069 1,012 1,024 101
9,308,998 5,793,909 3,515,089 732 732 722 99
22,570,445 13,050,191 9,520,254 3,604 3,314 2,634 79
25,770,307 10,650,946 15,119,361 2,440 2,471 2,392 97
19,830,981 14,962,049 4,868,932 1,672 1,711 1,688 99
11,286,939 7,429,277 3,857,662 1,529 1,431 1,317 92
45,380,340 27,060,269 18,320,071 3,570 4,051 3,526 87
57,981,085 37,235,367 20,745,718 3,713 3,819 3,675 96
52,829,258 31,892,972 20,936,286 3,722 3,968 3,732 94
49,843,436 28,321,781 21,521,655 6,239 7,334 6,930 94
28,434,757 18,414,269 10,020,488 3,146 3,211 3,014 94
5,222,735 4,339,593 883,142 460 492 486 99
465,774,924 279,309,609 186,465,315 43,950 46,329 43,200 93%
— 82,704 (82,704)
2,728,557 — 2,728,557
$ 468,503,481 279,392,313 189,111,168
Average annual rates per academic year (4)
Residence Halls Apartments
Single Double Suite Single Double Suite
$ 10,800 8,803 — — — —
10,820 9,740 — 12,670 11,060 —
9,275 7,657 — 9,275 7,657 —
— — — — 8,712 —
— — 7,854 9,363 7,590 —
— 11,466 — 12,210 9,300 —
7,596 6,136 — 7,596 6,136 —
8,650 7,650 — — — —
— — — 8,346 6,446 —
7,262 5,562 — — — —
— — 6,335 11,125 6,569 —
10,350 9,027 — — — —
7,567 7,015 — — 7,801 8,915
6,924 5,559 — 9,426 — 9,378
10,984 9,512 — 9,760 8,136 —
— 8,330 9,122 11,618 10,090 —
9,488 8,322 — 12,948 10,292 —
— 7,360 — 8,516 6,812 —
8,622 6,616 — 10,206 8,158 —
7,255 — — 7,727 6,447 —
$ 115,593 118,755 23,311 140,786 121,206 18,293

Housing facilities at the Fresno, Monterey Bay, and San Marcos campuses are operated by Auxiliary Organizations.

This column reflects capacity adjusted for increase or decrease in permanent conversions and temporary adjustments.

This section primarily reflects an average of the more traditional rates to students. Each campus has different rates depending on accommodations,
such as super doubles, cluster occupancy, etc.

(5) The operational capacity does not include 468 apartment units that were occupied by students, faculty, and staff. The annual rates for the one-bedroom,
two-bedroom, or three-bedroom units (not bed spaces) vary between $1,500 and $4,250.

See accompanying independent auditors’ report.
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APPENDIX D
SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE

The following is a brief summary of certain provisions contained in the Indenture and is not to be
considered as a full statement thereof. Reference is made to the Indenture for full details of the terms of the
Systemwide Revenue Bonds, the application of Gross Revenues and the security provisions.

CERTAIN DEFINED TERMS

The terms defined below are among those used in the Indenture. The definitions set forth below are
intended to generally restate the corresponding definitions in the Indenture unless the context hereof requires
otherwise. Because of these contextual variations, the definitions set forth below are not necessarily either definitive
or comprehensive for purposes of interpreting the Indenture and are therefore qualified in their entirety by reference
to the Indenture for such purposes.

“Act” means The State University Revenue Bond Act of 1947, codified at California Education Code
Sections 90010 and following, as in force on the date of the initial execution and delivery of the Indenture and as it
may thereafter be amended from time to time.

“Additional Bonds” means Bonds issued pursuant to a Supplemental Indenture.

“Aggregate Debt Service” means, as of any date of calculation and with respect to any period, the sum of
amounts of Debt Service for the Indebtedness specified in the Indenture for such period.

“Balloon Indebtedness” means Indebtedness or Designated Auxiliary Debt having an original maturity
greater than one year or renewable at the option of the Board for a period of greater than one year from the date of
original incurrence or issuance thereof, 25% or more of the original principal of which becomes due (either by
maturity or mandatory redemption) or may be tendered for purchase or payment at the option of the holder during
any period of 12 consecutive months, which portion of the principal is not required by the documents governing
such Indebtedness or Designated Auxiliary Debt to be amortized below 25% by mandatory redemption prior to such
date.

“Board” means the Trustees of the California State University, an agency of the State of California, its
successors and assigns organized and existing under and by virtue of the laws of the State of California.

“Bond Payment Date” means each Interest Payment Date and Principal Payment Date.

“Bonds” means any or all of the Trustees of the California State University Systemwide Revenue Bonds
authorized under and secured by the Indenture.

“Business Day” means any day of the year other than (i) a Saturday or Sunday, (ii) a State legal holiday, or
(iii) any day on which Banks located in Sacramento, California, or the city in which any co-trustee or the relevant
office of any paying agent or registrar is located, are required or authorized by law to remain closed, or, with respect
to any Series of Bonds, as may be provided by Supplemental Indenture.

“Code” means the Internal Revenue Code of 1986, as amended.

“Continuing Disclosure Certificate” means that certain Continuing Disclosure Certificate executed and
delivered by the Board on the date of issuance and delivery of the Series 2018 Bonds as originally executed and as it
may be amended from time to time in accordance with the terms thereof.

“Debt Enhancement Agreement” means any loan agreement, revolving credit agreement, insurance
contract, commitment to purchase, purchase or sale agreement, or commitments or other contracts or agreements,
including, without limitation, interest rate agreements, including interest rate swap agreements, entered into by the
Board in connection with the issuance, payment, sale, resale or exchange of any Indebtedness or Designated



Auxiliary Debt to enhance the security for or provide for the payment, prepayment or remarketing of such
Indebtedness or Designated Auxiliary Debt and the interest thereon or to reduce or manage the interest thereon.

“Debt Service” means, when used with respect to any Indebtedness or Designated Auxiliary Debt, as of any
date of calculation and with respect to any period, the sum of (1) the interest falling due on such Indebtedness or
Designated Auxiliary Debt during such period (except to the extent that such interest is payable from the proceeds of
such Indebtedness or Designated Auxiliary Debt or other moneys specifically set aside for such purpose), and (2) the
principal (or mandatory sinking fund or installment purchase price or lease rental or similar) payments or deposits
required with respect to such Indebtedness or Designated Auxiliary Debt during such period (except to the extent
that such principal is payable from the proceeds of such Indebtedness or Designated Auxiliary Debt or other moneys
specifically set aside for such purpose); computed on the assumption that no portion of such Indebtedness or
Designated Auxiliary Debt shall cease to be outstanding during such period except by reason of the application of
such scheduled payments; provided, however, that for purposes of such computation if any of the Indebtedness or
Designated Auxiliary Debt is Balloon Indebtedness, the computation of Debt Service shall, at the option of the
Board, assume that such Balloon Indebtedness is to be amortized over thirty (30) years beginning on the date of
maturity of such Balloon Indebtedness or such earlier date as may be specified by the Board, assuming level debt
service and the rate of interest on such Balloon Indebtedness; and provided further that if interest on Indebtedness or
Designated Auxiliary Debt is payable pursuant to a variable interest rate formula, the interest rate on such
Indebtedness or Designated Auxiliary Debt for periods when the actual interest rate cannot be yet determined shall
be assumed to be equal to the greater of (a) the current interest rate calculated pursuant to the provisions of such
agreement or, (b) if available, the daily average interest rate on such Indebtedness or Designated Auxiliary Debt
during the preceding 36 months preceding the date of calculation or, (c) if such Indebtedness or Designated
Auxiliary Debt has not been Outstanding for such 36-month period, such daily average interest rate on comparable
debt of a state or political subdivision of a state which debt is then rated by a nationally recognized bond rating
agency with a rating similar to the rating on such Indebtedness or Designated Auxiliary Debt; and provided further
that if any such Indebtedness or Designated Auxiliary Debt is bearing interest at other than a fixed rate and the
payments received and made by the Board under a Debt Enhancement Agreement with respect to such Indebtedness
or Designated Auxiliary Debt is expected to produce a fixed rate to be paid by the Board, then such Indebtedness or
Designated Auxiliary Debt shall be treated as bearing interest at such fixed rate.

“Defeasance Securities” means (i) moneys or noncallable securities of the category specified in clauses (1)
or (2) of the definition of the term Investment Securities, or (ii) any other securities, provided that a Rating Agency
has rated the defeased Bonds “AAA” or equivalent, without regard to any insurance policy or other credit
enhancement securing payment of such defeased Bonds, or (iii) any other securities, with the written consent of the
Credit Facility Provider.

“Designated Auxiliary Debt” means any bond, note, lease, installment purchase agreement or other
obligation of a Designated Auxiliary Organization which is secured by a pledge of or lien upon Designated
Auxiliary Revenues and which is designated in a Certificate of the Board filed with the Trustee; provided that such
debt does not constitute Indebtedness under the Indenture.

“Designated Auxiliary Organization” means any duly qualified and recognized auxiliary organization of
the Board designated in a Certificate of the Board filed with the Trustee.

“Designated Auxiliary Revenues” means any revenues, income, receipts, or other moneys of a Designated
Auxiliary Organization which have been pledged to, or are subject to a lien securing the repayment of, Designated
Auxiliary Debt and which are designated in a Certificate of the Board filed with the Trustee; provided that such
revenues do not constitute Gross Revenues under the Indenture.

“Escrow Fund” means, individually or collectively, as the context shall require, each of the escrow funds
into which proceeds of the Series 2018 Bonds are deposited in order to provide for the defeasance and refunding of
the Prior Bonds.

“Excluded Facilities” means any facilities which may be designated from time to time by the Board as
Excluded Facilities in a Certificate of the Board which is filed with the Trustee.
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“Fiscal Year” means the period beginning on July 1 of each year and ending on the succeeding June 30, or
any other twelve-month period hereafter selected and designated as the official fiscal year of the Board.

“Gross Revenues” means (i) all income, including interest income on Gross Revenues, rentals, fees, rates,
charges, insurance proceeds, condemnation proceeds and other moneys derived from the ownership or operation of
the Projects, but excluding any refundable deposits, fines or forfeitures or operating revenues from student unions or
student centers that are not mandatory student center fees, and (ii) any other revenues, receipts, income or other
moneys from time to time designated by the Board for the payment of principal of and interest on the Bonds, in each
case subject to the provisions of the Security Documents governing any Indebtedness secured by a Senior Lien.

“Gross Revenue Fund Depositories” means such banking, governmental, financial or other institutions
(which may include the Trustee) as the Board shall designate from time to time as the depositories of the funds and
accounts comprising the Gross Revenue Fund, all as set forth in a Certificate of the Board filed with the Trustee.

“Indebtedness” means any indebtedness or obligation of the Board which is: (1) secured by a pledge of or
other encumbrance on Gross Revenues; and (2) is either (a) classified as a liability on a balance sheet in accordance
with generally accepted accounting principles for colleges and universities; or (b) is a Debt Enhancement
Agreement.

“Interest Payment Date” means, with respect to the Series 2018 Bonds, each May 1 and November 1,
commencing May 1, 2019, until the principal and interest on all Series 2018 Bonds has been paid or payment has
been duly provided for such amounts, and such other interest payment date or dates as may be specified in a
Supplemental Indenture for a Series of Bonds.

“Investment Securities” means any of the following which at the time are legal investments under the laws
of the State of California for moneys held under the Indenture and then proposed to be invested therein: (i) bonds or
interest-bearing notes or obligations of the United States, or those for which the faith and credit of the United States
are pledged for the payment of principal and interest; (ii) bonds or interest-bearing notes or obligations that are
guaranteed as to principal and interest by a federal agency of the United States; (iii) bonds of the State of California
or bonds for which the faith and credit of the State of California are pledged for the payment of principal and
interest; (iv) bonds or warrants, including but not limited to revenue warrants, of any county, city, metropolitan
water district, California water district, California water storage district, irrigation district in the State of California,
municipal utility district or school district of the State of California; (v) bonds, consolidated bonds, collateral trust
debentures, consolidated debentures or other obligations issued by general land banks or federal intermediate credit
banks established under the Federal Farm Loan Act, as amended, debentures and consolidated debentures issued by
the Central Bank for Cooperatives and banks for cooperatives established under the Farm Credit Act of 1933, as
amended, bonds or debentures of the Federal Home Loan Bank Board established under the Federal Home Loan
Bank Act, stock, bonds, debentures and other obligations of the Federal National Mortgage Association established
under the National Housing Act, as amended, and the bonds of any federal home loan bank established under said
act, obligations of the Federal Home Loan Mortgage Corporation, and bonds, notes and other obligations issued by
the Tennessee Valley Authority under the Tennessee Valley Authority Act, as amended; (vi) commercial paper rated
within the top rating designation by a nationally recognized rating agency and issued by corporations (1) organized
and operating within the United States, (2) having total assets in excess of $500,000,000 and (3) approved by the
Pooled Money Investment Board, provided, however that eligible commercial paper may not exceed 180 days’
maturity, represent more than ten percent (10%) of the outstanding paper of an issuing corporation nor exceed thirty
percent (30%) of the resources of an investment program, and that at the request of the Pooled Money Investment
Board, such investment shall be secured by the issuer by depositing with the State Treasurer securities authorized by
Section 53651 of the California Government Code of a market value of at least ten percent (10%) in excess of the
amount of the State’s investment; (vii) bills of exchange or time drafts drawn on and accepted by a commercial bank
the general obligations of which are rated within the top two rating categories by a nationally recognized rating
agency, otherwise known as bankers acceptances, which are eligible for purchase by the Federal Reserve System;
(viii) negotiable certificates of deposit issued by a nationally or state-chartered bank or savings and loan association
or by a state-licensed branch of a foreign bank which, to the extent they are not insured by federal deposit insurance
are issued by an institution the general obligations of which are rated in one of the top two rating categories by a
nationally recognized rating agency; (ix) bonds, debentures and notes issued by corporations organized and
operating within the United States which securities are rated in one of the top two rating categories by a nationally
recognized rating agency; (X) interest-bearing accounts in state or national banks or in state or federal savings and
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loan associations having principal offices in the State of California, the deposits of which shall be secured at all
times and in the same manner as state moneys are by law required to be secured; (xi) deposits in the Surplus Money
Investment Fund referred to in Section 15487 of the California Government Code; (xii) repurchase agreements or
reverse repurchase agreements, as such terms are defined and pursuant to the terms of Section 16480.4 of the
California Government Code; (xiii) collateralized or uncollateralized investment agreements or other contractual
arrangements with corporations, financial institutions or national associations within the United States, provided that
the senior long-term debt of such corporations, institutions or associations is rated within the top two rating
categories by a nationally recognized rating agency; or (xiv) money market funds that invest solely in obligations
described in clause (i) of this definition; or commercial paper rated within the top rating designation by a nationally
recognized rating agency and issued by corporations (1) organized and operating within the United States, (2)
having total assets in excess of $500,000,000, and (3) approved by the Pooled Money Investment Board, provided,
however, that eligible commercial paper may not exceed 180 days’ maturity or represent more than ten percent
(10%) of the outstanding paper of an issuing corporation, and at the request of the Pooled Money Investment Board,
such investment shall be secured by the issuer by depositing with the State Treasurer securities authorized by
Section 53651 of the California Government Code of a market value of at least ten percent (10%) in excess of the
State’s investment.

“Maintenance and Operation Expenses” means necessary operating expenses, maintenance charges,
expenses of reasonable upkeep and extraordinary repairs, a properly allocated share of charges for insurance, direct
or special administrative expenses directly chargeable to the Projects and all other expenses incident to the operation
of the Projects, but shall not include interest, amortization and depreciation expense and other non-cash charges, nor
any general administrative expenses of the Board or of the State.

“Mandatory Sinking Account Payment” means, with respect to Bonds of any Series and maturity, the
amount required by the Indenture or any Supplemental Indenture to be paid by the Board on any single date for the
retirement of Term Bonds of such Series and maturity.

“Net Income Available for Debt Service” means with respect to any period, the sum of: (1) the excess of
Gross Revenues over Maintenance and Operation Expenses (before extraordinary items), determined in accordance
with generally accepted accounting principles, each item determined in accordance with such generally accepted
accounting principles, and excluding (a) any profits or losses on the sale or disposition, not in the ordinary course of
business, of investments or fixed or capital assets relating to the Projects or resulting from the early extinguishment
of Indebtedness or Designated Auxiliary Debt, (b) gifts, grants, bequests, donations and contributions, to the extent
specifically restricted by the donor to a particular purpose inconsistent with their use for the payment of Debt
Service, and (c) the net proceeds of insurance (other than business interruption insurance) and condemnation
awards; plus (2) Designated Auxiliary Revenues.

“Parity Lien” means any pledge, lien, security interest, encumbrance or charge of any kind, on or in any
Gross Revenues which is equal and ratable to the lien of the Indenture on or in such Gross Revenues; provided, that
the Security Document creating such an equal and ratable lien provides that an Event of Default under the Indenture
shall constitute and event of default under such Security Document.

“Principal Payment Date” means, for the Series 2018 Bonds, November 1, 2019 and each November 1
thereafter, until the principal on all Series 2018 Bonds has been paid or payment has been duly provided for such
amounts, and such other principal payment date or dates as may be specified in a Supplemental Indenture for a
Series of Bonds.

“Prior Bonds” means those certain prior Systemwide Revenue Bonds to be refunded with a portion of the
proceeds of the Series 2018 Bonds, as described in “PLAN OF FINANCE - Refunding Plan” and Appendix H
hereto.

“Projects” means, on any given date, all of the housing, parking, student union, student center, student
health center and continuing education facilities owned or operated by the Board and any other facilities designated
by the Board as Projects under the Indenture in a Certificate of the Board filed with the Trustee, except in all cases
the Excluded Facilities.



“Record Date” means the fifteenth day of the month next preceding each Interest Payment Date or such
other record date as may be established by a Supplemental Indenture with respect to a Series of Bonds.

“Security Documents” means all of the instruments, documents and agreements which, as of any date, have
been executed and are then binding upon the Board in connection with any Senior Lien or Parity Lien or
Subordinate Lien, including without limitation any indenture, trust agreement, loan agreement, credit agreement or
security agreement.

“Senior Lien” means any pledge, lien, security interest, encumbrance or charge of any kind on or in any
Gross Revenues which is senior in priority and superior to the lien of the Indenture on or in such Gross Revenues.

“Serial Bonds” shall mean the Bonds, falling due by their terms in specified years, for which no Mandatory
Sinking Account Payments are provided.

“Series 2018A Term Bonds” means the Series 2018A Bonds, if any, payable at or before their specified
maturity date or dates from Mandatory Sinking Account Payments established for that purpose and calculated to
retire such Series 2018A Bonds on or before their specified maturity date or dates.

“Series 2018B Term Bonds” means the Series 2018B Bonds, if any, payable at or before their specified
maturity date or dates from Mandatory Sinking Account Payments established for that purpose and calculated to
retire such Series 2018B Bonds on or before their specified maturity date or dates.

“Subordinate Lien” means any pledge, lien, security interest, encumbrance or charge of any kind on or in
any Gross Revenues which is subordinate in priority and junior to the lien of the Indenture on or in such Gross
Revenues.

“Supplemental Indenture” or “Indenture supplemental hereto” means any indenture hereafter duly
authorized and entered into between the Board and the Trustee in accordance with the provisions of the Indenture.

“Tax Certificate” means the certificate signed by the Board on the date any Series of Bonds are issued
relating to the requirements of the Code.

“Term Bonds” shall mean the Bonds, if any, payable at or before their specified maturity date or dates from
Mandatory Sinking Account Payments established for that purpose and calculated to retire such Bonds on or before
their specified maturity date or dates.

“Trustee” means the State Treasurer, any agent of the State Treasurer as provided in the Indenture, or any
successor as Trustee under the Indenture as provided in the Indenture.

“Twenty-Seventh Supplemental Indenture” means the Twenty-Seventh Supplemental Indenture, dated as of
August 1, 2018, by and between the Board and the Trustee, in respect of the Series 2018B Bonds.

“Twenty-Sixth Supplemental Indenture” means the Twenty-Sixth Supplemental Indenture, dated as of
August 1, 2018, by and between the Board and the Trustee, in respect of the Series 2018A Bonds.

Application of Proceeds of the Series 2018 Bonds

The Board shall deposit the proceeds from the sale of the Series 2018 Bonds in the State Treasury of the
State to the credit of the Program Fund within the fund designated as the “California State University Dormitory
Construction Fund,” which fund was created by Section 90073 of the Education Code of the State and is referred to
as the “Program Fund.” The Board shall account separately in the Program Fund for the proceeds from the sale of
the Series 2018A Bonds and the Series 2018B Bonds.

Proceeds from the sale of the Series 2018A Bonds shall be deposited in an account established within the
Program Fund and designated as the “Series 2018 A Project Account.” Immediately after the receipt of the proceeds
from the sale of the Series 2018A Bonds, the Trustee, upon the order of the Controller of the State, and in
accordance with the Certificate of the Board, shall withdraw from the Series 2018A Project Account and transfer to
separate accounts relating to the Series 2018 A Bonds, including the Escrow Fund, which the Trustee will establish
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in accordance with the Twenty-Sixth Supplemental Indenture, such proceeds. Except as described in this section,
the moneys remaining in the Series 2018A Project Account shall be used and applied solely to meet the costs of
acquisition and construction of the Series 2018A Projects and expenses and costs incidental to the acquisition and
construction of the Series 2018A Projects, including the repayment of the principal of and interest on any interim
loan, bond anticipation notes or other financing of such costs, and costs and expenses incident to the issuance and
sale of the Series 2018A Bonds (including transfer to any fund or funds from which advances have been made for
any such costs and expenses, in repayment of such advances), and for capitalized interest. Moneys shall be paid
from the Series 2018A Project Account within the Program Fund upon claims filed by the Board with the Controller
of the State and after audit by the Controller of the State in the manner provided by law and upon warrants drawn by
the Controller of the State. Any moneys remaining in the Series 2018A Project Account in the Program Fund after
all applicable costs and expenses have been transferred shall be used for such other purposes permitted under the
Act as the Board may determine (including deposit to the Rebate Fund).

Proceeds from the sale of the Series 2018B Bonds shall be deposited in an account established within the
Program Fund and designated as the “Series 2018B Project Account.” Immediately after the receipt of the proceeds
from the sale of the Series 2018B Bonds, the Trustee, upon the order of the Controller of the State, and in
accordance with the Certificate of the Board, shall withdraw certain moneys from the Series 2018B Project Account
and deposit such moneys in separate accounts relating to the Series 2018B Bonds. Except as described in this
section, the moneys remaining in the Series 2018B Project Account shall be used and applied solely to meet the
costs of acquisition and construction of the Series 2018B Projects and expenses and costs incidental to the
acquisition and construction of the Series 2018B Projects, including the repayment of the principal of and interest on
any interim loan, bond anticipation notes or other financing of such costs, and costs and expenses incident to the
issuance and sale of the Series 2018B Bonds (including transfer to any fund or funds from which advances have
been made for any such costs and expenses, in repayment of such advances). Moneys shall be paid from the Series
2018B Project Account within the Program Fund upon claims filed by the Board with the Controller of the State and
after audit by the Controller of the State in the manner provided by law and upon warrants drawn by the Controller
of the State. Any moneys remaining in the Series 2018B Project Account in the Program Fund after all applicable
costs and expenses have been transferred shall be used for such other purposes permitted under the Act as the Board
may determine.

Program Fund; Project Accounts; Series Project Accounts

The Board shall maintain the Program Fund with the Trustee and, if permitted by law, at such banking
institution or other financial, governmental or other institutions as the Board may determine. To the extent required
by the Act as determined by the Board, the Program Fund shall constitute an account within the California State
University Dormitory Construction Fund required to be maintained under the Act.

With respect to the Series 2018A Bonds, the Board shall establish and maintain a separate account within
the Program Fund designated as the “Series 2018 A Project Account.” With respect to the Series 2018B Bonds, the
Board shall establish and maintain a separate account within the Program Fund designated as the “Series 2018B
Project Account.”

The Trustee shall be under no duty with respect to the use and application of moneys in the Program Fund
and shall not be liable for the manner or method in which moneys withdrawn by the Board are in fact used and
applied by the Board. Subject to certain conditions of the Indenture, the moneys deposited to the Program Fund may
be invested by the Board in Investment Securities or any other lawful investment for funds of the Board. Subject to
certain conditions of the Indenture, any moneys remaining in the Program Fund after completion of the Projects
shall be promptly deposited to the Revenue Fund.

The amount initially deposited in the Series 2018A Project Account and any investment earnings thereon
shall be held by the Trustee. The Board may establish and maintain a Costs of Issuance subaccount within the
Series 2018A Project Account. Moneys in the Costs of Issuance subaccount of the Series 2018A Project Account
shall be used and withdrawn by the Board to pay Costs of Issuance, the cost of acquisition or construction of the
Series 2018A Projects, including reimbursements of any sums advanced by the Board for such purposes and
refunding bond anticipation notes or other obligations incurred for such purposes, and to pay interest on the Series
2018A Bonds in such amounts and on such dates as may be determined by the Board. Notwithstanding any other
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provision of the Indenture, amounts in the Series 2018A Project Account may be invested in Investment Securities
or any other lawful investment for funds of the Board.

The amount initially deposited in the Series 2018B Project Account and any investment earnings thereon
shall be held by the Trustee. The Board may establish and maintain a Costs of Issuance subaccount within the
Series 2018B Project Account. Moneys in the Costs of Issuance subaccount of the Series 2018B Project Account
shall be used and withdrawn by the Board to pay Costs of Issuance, the cost of acquisition or construction of the
Series 2018B Projects, including reimbursements of any sums advanced by the Board for such purposes and
refunding bond anticipation notes or other obligations incurred for such purposes, and to pay interest on the Series
2018B Bonds in such amounts and on such dates as may be determined by the Board. Notwithstanding any other
provision of the Indenture, amounts in the Series 2018B Project Account may be invested in Investment Securities
or any other lawful investment for funds of the Board.

Issuance of Additional Series of Bonds

In addition to the Series 2018 Bonds and other Outstanding Bonds, the Board may by Supplemental
Indenture establish one or more other Series of Bonds, and the Board may issue, and the Trustee may authenticate
and deliver to, or upon the Written Order of, the Board, Bonds of any Series so established, in such principal amount
as shall be determined by the Board, subject to the requirements of the Indenture, and subject to the following
specific conditions, which are made conditions precedent to the issuance of any such additional Series of Bonds:

(a) The Supplemental Indenture providing for the issuance of such Series shall specify the purposes
for which such Series is being issued, which shall be one or more of the following: (1) to provide moneys needed to
acquire, implement, install, construct or complete Projects, including reimbursements of any sums advanced by the
Board for such purposes, by depositing into the Program Fund the proceeds of such Series to be so applied, (2) to
refund all or part of the Bonds of any one or more Series then Outstanding, or (3) to provide moneys needed to
refund all or part of any other Indebtedness or Designated Auxiliary Debt. Such Supplemental Indenture may, but is
not required to, provide for the payment of expenses incidental to such purposes, including the costs of issuance of
such Series, interest on Bonds of such series and, in the case of Bonds issued to refund other Bonds or Indebtedness
or Designated Auxiliary Debt, expenses incident to calling, redeeming, paying or otherwise discharging the Bonds
or Indebtedness or Designated Auxiliary Debt to be refunded.

(b) The Board shall be in full compliance with all covenants and undertakings set forth in the
Indenture or any indenture supplemental hereto and with all covenants and undertakings in connection with any
Bonds then Outstanding.

(©) Such additional Series of Bonds shall be equally and ratably secured with all other Bonds
authorized in the Indenture, without preference or priority of any of the Bonds over any other Bonds, except as
expressly provided in the Indenture.

(d) Such additional Series of Bonds shall satisfy the requirements for the issuance of Indebtedness
secured by a Parity Lien provided in the Indenture.

(e) The aggregate principal amount of Bonds issued under the Indenture shall not exceed any
limitation imposed by the Act or by any Supplemental Indenture.

Nothing contained in the Indenture shall prevent or be construed to prevent the Supplemental Indenture
providing for the issuance of Additional Bonds from pledging or otherwise providing, in addition to the security
given or intended to be given by the Indenture, additional security for the benefit of such Additional Bonds or the
Bonds or any portion thereof.

Pledge and Assignment; Gross Revenue Fund; Revenue Fund

Subject only to the provisions of the Indenture permitting the application thereof for or to the purposes and
on the terms and conditions set forth in the Indenture, the Board pledges to the Trustee to secure the payment of the
principal of and interest on the Bonds in accordance with their terms and the provisions of the Indenture, all of the
Gross Revenues, all of the proceeds of the Bonds and any other amounts held in any fund or account established
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pursuant to the Indenture, excluding the Rebate Fund. Said pledge shall constitute a lien on and security interest in
such assets and shall attach and be valid and binding from and after delivery by the Trustee of the Bonds, without
any physical delivery thereof or further act, against all parties having claims of any kind in tort, contract or
otherwise against the Board or the Trustee, irrespective of whether the parties have notice thereof; provided,
however, that the pledge of Gross Revenues set forth in this section shall in all respects be junior to any
Indebtedness secured by a Senior Lien. As of April 20, 2016, the date of issuance of the Series 2016 Bonds, the
Tuition Fee (previously known as the State University Fee), which is the basic enrollment charge paid by all
students who attend CSU, was added to the pledge of Gross Revenues under the Indenture.

The Board agrees that, so long as any of the Bonds remain Outstanding, (i) all of the Gross Revenues not
encumbered by any Senior Lien shall be deposited as soon as practicable upon receipt in a fund designated as the
“Trustees of the California State University Systemwide Revenue Bonds Gross Revenue Fund” (the “Gross Revenue
Fund”) which the Board shall establish and maintain and (ii) funds equal to Gross Revenues encumbered by any
Senior Lien shall be deposited in the Gross Revenue Fund at the earliest practicable time and to the extent such
funds are available pursuant to the terms of the Security Documents evidencing such Senior Lien. To the extent
Gross Revenues to be deposited in the Gross Revenue Fund pursuant to the immediately preceding sentence are
encumbered by Indebtedness (other than Additional Bonds) secured by a Parity Lien, the Board agrees to allocate
and deposit in the Gross Revenue Fund an amount of such Gross Revenues equal to the product of (A) such Gross
Revenues multiplied by (B) a fraction, the numerator of which shall be (i) the proceeds of the Bonds, and the
denominator of which shall be (ii) the sum of (x) the proceeds of the Bonds and (y) the proceeds of Indebtedness
secured by a Parity Lien. Subject only to the provisions of the Indenture permitting the application thereof for the
purposes and on the terms and conditions set forth in the Indenture, the Board grants a security interest to the
Trustee in the Gross Revenue Fund to secure the payment of the principal of and interest on the Bonds outstanding
and the pledge of Gross Revenues under the Indenture.

To the extent required by the Act, as determined by the Board, the Gross Revenue Fund shall constitute an
account within the California State University Dormitory Revenue Fund required to be maintained under the Act.

Amounts in the Gross Revenue Fund may be used and withdrawn by the Board at any time for any lawful
purpose (including any use required by a Security Document establishing a Senior Lien or Parity Lien), except as
described in the Indenture. In the event of the occurrence of an Event of Default of which the Trustee has actual
knowledge or has received written notice, the Trustee shall notify the Board and the Gross Revenue Fund
Depositories of such delinquency, and the Board shall cause the Gross Revenue Fund Depositories to, and the Gross
Revenue Fund Depositories shall, transfer the Gross Revenue Fund to the name and credit of the Trustee. All Gross
Revenues shall continue to be deposited by the Board in the Gross Revenue Fund as described in the Indenture until
all Events of Default known to the Trustee shall have been made good or cured or provision deemed by the Trustee
to be adequate shall have been made therefor, whereupon the Gross Revenue Fund shall be returned to the name and
credit of the Board. During any period that the Gross Revenue Fund is held in the name and to the credit of the
Trustee, the Trustee shall use and withdraw amounts in said fund first to pay fees, expenses and disbursements of the
Trustee and its agents in the event such fees, disbursements or expenses have not otherwise been paid by the Board,
second to the payment of Maintenance and Operation Expenses, and third to make the transfers and deposits
required under the section “Allocation of Gross Revenues to Funds” below. The Trustee will make payments for
Maintenance and Operation Expenses upon receipt from the Board of a Certificate stating the nature and amount of
such expenses, and the person or persons to whom such expenses are payable, and certifying that such expenses
constitute Maintenance and Operation Expenses properly payable from the Gross Revenue Fund. The Board agrees
to execute and deliver all instruments as may be required to implement the Section. The Board further agrees that a
failure to comply with the terms of this section shall cause irreparable harm to the owners from time to time of the
Bonds and shall entitle the Trustee, with or without notice, to take immediate action to compel the specific
performance of the obligations of the Board as described in this section.

On or before the fifteenth day of the month preceding any Bond Payment Date for so long as any of the
Bonds remain Outstanding, the Board shall pay to the Trustee for deposit in a special fund designated as “Trustees
of the California State University Systemwide Revenue Bonds Revenue Fund” (the “Revenue Fund”), which the
Trustee shall establish, maintain and hold in trust, such amount as is required by the Trustee to make or cause the
Board to make the transfers and deposits required on such dates under the section “Allocation of Gross Revenues to
Funds” below (or to replenish the amounts required to be on deposit in any fund under the Indenture). Each transfer
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by the Board to the Trustee under the Indenture shall be in lawful money of the United States of America and paid to
the Trustee at its Designated Office. All such moneys shall be promptly deposited by the Trustee upon receipt
thereof in the Revenue Fund. All moneys deposited with the Trustee shall be held, disbursed, allocated and applied
by the Trustee only as provided in the Indenture. If the Board fails to make timely payment of all amounts required
to be made pursuant to this section, the Board shall promptly make such payments in full as soon as possible.

To the extent required by the Act, as determined by the Board, the Revenue Fund shall constitute an
account within the California State University Dormitory Interest and Redemption Fund required to be maintained
under the Act.

Allocation of Gross Revenues to Funds

The Trustee shall transfer or shall cause the Board to transfer from the Revenue Fund, and deposit into one
or more of the following respective funds (each of which the Trustee shall establish and maintain and hold in trust,
and each of which shall be disbursed and applied only as authorized in the Indenture), on or before the fifteenth day
of each month preceding any Bond Payment Date, the following amounts, in the following order of priority, the
requirements of each such fund (including the making up of any deficiencies in any such fund resulting from lack of
Gross Revenues sufficient to make any earlier required deposit) at the time of deposit to be satisfied before any
transfer is made to any fund subsequent in priority:

First: Into the Interest Fund, the amount, if any, needed to increase the amount in the Interest Fund to the
aggregate amount of interest becoming due and payable on the Outstanding Bonds on the next succeeding
Interest Payment Date (less the amounts, if any, to be paid from Capitalized Interest Accounts on such
date).

Second: Into the Principal Fund, the amount, if any, needed to increase the amount in the Principal Fund to
the aggregate amount of principal and Mandatory Sinking Account Payments becoming due and payable on
the Outstanding Bonds on the next succeeding Principal Payment Date.

So long as no Event of Default has occurred and is continuing under the Indenture, the Trustee shall
transfer, or shall cause the Board to transfer, any moneys remaining in the Revenue Fund on June 30 in each year
which are not required for the payment of the Bonds (assuming for purposes of this sentence that the Board shall
continue to make the deposits into the Revenue Fund at the times and in the amounts required under this section and
the immediately preceding section) to the Board free and clear of the lien of the Indenture to be applied for any
lawful purpose of the Board, and the Trustee shall have no obligation or duty to inquire or investigate how such
moneys are being used.

Allocation of Interest Fund

All amounts in the Interest Fund shall be used and withdrawn by the Trustee solely for the purpose of
paying the interest on the Bonds as it shall become due and payable (including accrued interest on any Bonds
purchased or redeemed prior to maturity pursuant to the Indenture), and otherwise as described in the section
“Investment of Moneys in Funds” below.

With respect to each Series of Bonds for which proceeds of the sale thereof are required to be set aside to
pay interest on the Bonds, the Trustee (if so instructed by the Supplemental Indenture providing for the issuance of
such Series) shall establish and maintain a separate account within the Interest Fund, designated as the “Series
Capitalized Interest Account” (inserting therein the Series designation of such Bonds) (a “Capitalized Interest
Account”). The Trustee shall transfer, or shall cause the Board to transfer, any moneys in a Capitalized Interest
Account for deposit in the Interest Fund in the amounts and at the times specified in the Indenture or in the
Supplemental Indenture providing for the issuance of such Series.

Moneys in the Series 2018A Capitalized Interest Account established pursuant to the Indenture shall be
transferred to the Bond Interest Fund in the amounts and on or before the Interest Payment Dates set forth in the
Twenty-Sixth Supplemental Indenture, and shall be used solely for the purpose of paying a portion of the interest on
the Series 2018A Bonds Outstanding as the same shall become due and payable (including accrued interest on any
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Series 2018A Bonds purchased or redeemed prior to maturity). Moneys in the Series 2018B Capitalized Interest
Account established pursuant to the Indenture shall be transferred to the Bond Interest Fund in the amounts and on
or before the Interest Payment Dates set forth in the Twenty-Seventh Supplemental Indenture, and shall be used
solely for the purpose of paying a portion of the interest on the Series 2018B Bonds Outstanding as the same shall
become due and payable (including accrued interest on any Series 2018B Bonds purchased or redeemed prior to
maturity).

Application of Principal Fund

All amounts in the Principal Fund shall be used and withdrawn by the Trustee solely for the purposes of
purchasing or redeeming or paying at maturity the Serial Bonds and the Term Bonds as described in this section, and
otherwise as described in the section “Investment of Moneys in Funds” below.

The Trustee shall establish and maintain within the Principal Fund a separate account for the Term Bonds,
if any, of each Series and maturity, designated as the “Series 20 Sinking Account” (the “Sinking Account”),
inserting therein the Series and maturity (if more than one such account is established for such Series) designation of
such Bonds. On or before each November 1, commencing as specified in the Indenture or any Supplemental
Indenture, the Trustee shall transfer or shall cause the Board to transfer the amount deposited in the Principal Fund
pursuant to the section “Allocation of Gross Revenues to Funds” above, for the purpose of making a Mandatory
Sinking Account Payment (if such deposit is required in such month) from the Principal Fund to the applicable
Sinking Account. With respect to each Sinking Account, on each Mandatory Sinking Account Payment date
established for such Sinking Account, the Trustee shall apply the Mandatory Sinking Account Payment required on
that date to the redemption (or payment at maturity, as the case may be) of Term Bonds of the Series and maturity
for which such Sinking Account was established, upon the notice and in the manner provided in the Indenture;
provided that, at any time prior to giving such notice of such redemption, the Trustee shall apply moneys in such
Sinking Account to the purchase of Term Bonds of such Series and maturity at public or private sale, as and when
and at such prices (including brokerage and other charges, but excluding accrued interest, which is payable from the
Interest Fund) as may be directed by the Board, except that the purchase price (excluding accrued interest) shall not
exceed the redemption price that would be payable for such Bonds upon redemption by application of such
Mandatory Sinking Account Payment. If, during the twelve-month period immediately preceding said Mandatory
Sinking Account Payment date, the Trustee has purchased Term Bonds of such Series and maturity with moneys in
such Sinking Account, or, during said period and prior to giving said notice of redemption, the Board has deposited
Term Bonds of such Series and maturity with the Trustee, or Term Bonds of such Series and maturity were at any
time purchased or redeemed by the Trustee from the Redemption Fund and allocable to said Mandatory Sinking
Account Payment, such Bonds so purchased or deposited or redeemed shall be applied, to the extent of the full
principal amount thereof, to reduce said Mandatory Sinking Account Payment. All Bonds purchased or deposited
pursuant to this subsection shall be cancelled and delivered by the Trustee to or upon the Written Request of the
Board. The Trustee shall withdraw, or shall cause the Board to withdraw, any amounts remaining in a Sinking
Account when all of the Term Bonds for which such account was established are no longer outstanding and shall
transfer, or cause the Board to transfer, such amounts to the Revenue Fund. Subject to a different allocation
provided for in a Certificate of the Board filed with the Trustee, all Term Bonds purchased from a Sinking Account
or deposited by the Board with the Trustee shall be allocated first to the next succeeding Mandatory Sinking
Account Payment for such Series and maturity of Bonds, then pro rata to the remaining Mandatory Sinking Account
Payments required for such Series and maturity of Bonds in proportion to the amount of such Mandatory Sinking
Account Payments.

Establishment and Application of Redemption Fund

The Trustee shall establish and maintain within the Redemption Fund (which the Trustee shall establish,
maintain and hold in trust) an Optional Redemption Account. All amounts deposited in the Optional Redemption
Account shall be used and withdrawn by the Trustee solely for the purpose of redeeming Bonds Outstanding, in the
manner and upon the terms and conditions specified in the Indenture, at the next succeeding date of redemption for
which notice has not been given and at the redemption prices then applicable to redemptions from the Optional
Redemption Account; provided that, at any time prior to giving such notice of redemption, the Trustee shall apply
such amounts to the purchase of Bonds at public or private sale, as and when and at such prices (including brokerage
and other charges, but excluding accrued interest, which is payable from the Interest Fund) as may be directed by the
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Board, except that the purchase price (exclusive of accrued interest) may not exceed the par value of such Bonds.
Any Supplemental Indenture may provide for the establishment of such additional accounts or subaccounts within
the Redemption Fund as may be applicable to the Series of Bonds authorized by such Supplemental Indenture.
Subject to a different allocation provided for such subaccounts by Supplemental Indentures, all Term Bonds of any
Series purchased or redeemed from the Redemption Fund shall be allocated to applicable Mandatory Sinking
Account Payments pro rata to the Mandatory Sinking Account Payments required for such Series and maturity of
Bonds in proportion to the amount of such Mandatory Sinking Account Payments.

The Trustee shall establish and maintain and hold in trust separate accounts for each maturity of Series
2018A Bonds which are Term Bonds (if any) (the “Series 2018A Sinking Accounts”) and for each maturity of
Series 2018B Bonds which are Term Bonds (if any) (the “Series 2018B Sinking Accounts™). Moneys on deposit in
such Sinking Accounts shall be applied to provide for the redemption of the applicable maturity of the Series 2018A
Term Bonds or Series 2018B Term Bonds, respectively, in accordance with the “Schedule of Mandatory Sinking
Account Payments” contained in the Official Statement.

Investment of Moneys in Funds

All moneys in any of the funds and accounts established pursuant to the Indenture and held by the Trustee
shall be invested by the Trustee in Investment Securities as directed by the Board. All moneys in any of the funds
and accounts established pursuant to the Indenture and held by the Board shall be invested by the Board in any
lawful investment for funds of the Board. All Investment Securities shall be purchased subject to the limitations
described in the section “Particular Covenants of the Board of Trustees — Tax Covenants” below, to the limitations
as to maturities in this section set forth and to such additional limitations or requirements, consistent with the
foregoing, as may be established by Request of the Board (or a telephone request which is promptly confirmed by
such Request of the Board). The Trustee shall only invest funds under the Indenture in accordance with directions
from the Board and shall have no liability whatsoever with respect to the selection of such investments by the Board.

Investment Securities purchased as an investment of moneys in any fund or account established pursuant to
the Indenture shall be credited to such fund or account, subject to the provisions of the immediately succeeding
paragraph. Unless otherwise specified in a Supplemental Indenture, for the purpose of determining the amount in
any such fund or account, all Investment Securities credited to such fund or account shall be valued at cost plus or
minus accreted discount or amortized premium except that in the case of zero-coupons, Investment Securities shall
be valued at cost. The moneys on deposit in the Interest Fund and the Principal Fund shall be invested in Investment
Securities such that the principal of such Investment Securities at maturity shall be sufficient to pay the interest on
and principal of the Bonds, respectively, payable from the Interest Fund and the Principal Fund, respectively, on the
next succeeding Bond Payment Date.

Unless otherwise provided in the Indenture or in a Supplemental Indenture for a Series of Bonds issued
pursuant to such Supplemental Indenture and except as described in the section “Rebate Fund” below, the Trustee
shall (1) prior to completion of the acquisition and construction of the Projects, transfer, or cause to be transferred by
the Board, all interest, profits and other income received from the investment of moneys in any fund or account
established pursuant to the Indenture to the Board for deposit into the related Project Account within the Program
Fund, and (2) after completion of the Projects, deposit, or cause the Board to deposit, in the Revenue Fund when
received all such interest, profits and other income received from the investment of moneys in any fund or account
established pursuant to the Indenture. Notwithstanding anything to the contrary contained in this paragraph, except
as described in the section “Rebate Fund” below, an amount of interest received with respect to an Investment
Security equal to the amount of accrued interest, if any, paid as part of the purchase price of such Investment
Security shall be credited to the fund or account from which such accrued interest was paid.

The Trustee may act as principal or agent in the making or disposing of any investment. The Trustee may
sell at the best price reasonably obtainable or present for redemption, any Investment Security so purchased
whenever it shall be necessary in order to provide moneys to meet any required payment, transfer, withdrawal or
disbursement from the fund or account to which such Investment Security is credited, and the Trustee shall not be
liable or responsible for any loss resulting from such investment. Investments in any and all funds and accounts
may be commingled in a separate fund or funds for purposes of making, holding and disposing of investments,
notwithstanding provisions in the Indenture for transfer to or holding in or to the credit of particular funds or
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accounts of amounts received or held by the Trustee under the Indenture, provided that the Trustee shall at all times
account for such investments strictly in accordance with the funds and accounts to which they are credited and
otherwise as provided in the Indenture.

Rebate Fund

The Trustee shall establish and maintain a fund separate from any other fund established and maintained
under the Indenture designated the Rebate Fund. The Board shall cause to be deposited in the Rebate Fund the
rebate requirement as provided in the Tax Certificate, if any, for each Series of Bonds. Subject to the provisions of
this section, moneys held in the Rebate Fund are pledged to secure payments to the United States government, and
the Board and the owners shall have no rights in or claim to such moneys. The Trustee shall invest all amounts held
in the Rebate Fund pursuant to the Request of the Board.

Upon receipt of the rebate instructions required to be delivered to the Trustee by the Tax Certificate, the
Trustee shall remit part or all of the balance held in the Rebate Fund to the United States government as so directed.
In addition, if the rebate instructions so direct, the Trustee shall deposit moneys into or transfer moneys out of, or
shall cause the Board to deposit moneys into or transfer moneys out of, the Rebate Fund from or into such accounts
or funds as the rebate instructions direct.

The Trustee shall conclusively be deemed to have complied with the provisions of this section if it follows
the directions of the Board set forth in the rebate instructions and shall not be required to take any actions thereunder
in the absence of rebate instructions from the Board.

Notwithstanding any provisions of this section, if the Board shall provide to the Trustee an opinion of Bond
Counsel that any specified action required under this section is no longer required or that some further or different
action is required to maintain the exclusion of the interest on the Bonds from gross income for federal income tax
purposes, the Trustee and the Board may conclusively rely on such opinion in complying with the requirements of
this section, and the covenants under the Indenture shall be deemed to be modified to that extent.

Funds and Accounts and Subaccounts

The Trustee and the Board may from time to time establish such additional funds and accounts under the
Indenture and such subfunds or subaccounts therein as the Trustee or the Board may determine to be necessary,
appropriate or convenient for the purposes of administering the Gross Revenues or the proceeds of the Bonds or any
other moneys related thereto.

Particular Covenants of the Board of Trustees

Additional Indebtedness.

The Board shall not issue or incur any Indebtedness secured by a Senior Lien.

So long as no Event of Default has occurred or is continuing under the Indenture, the Board may issue or
incur Indebtedness secured by a Parity Lien if there is filed with the Trustee a Certificate of the Board confirming its
expectation that, for the first full Fiscal Year following the date the Project financed or refinanced with the proceeds
of such Indebtedness secured by a Parity Lien is placed in service, Net Income Available for Debt Service for such
Fiscal year shall be in an amount at least equal to Aggregate Debt Service for such Fiscal Year on all Indebtedness
and Designated Auxiliary Debt.

Nothing in the Indenture shall limit the power of the Board to issue or incur (a) any Indebtedness secured
by a Subordinate Lien; or (b) any Indebtedness which is not secured by any pledge, lien or encumbrance on Gross
Revenues.

Power to Issue Bonds and Make Pledge and Assignment. The Board is duly authorized pursuant to the Act
to issue the Bonds and to execute and deliver the Indenture and to pledge and assign the Gross Revenues and other
assets purported to be pledged and assigned, respectively, under the Indenture in the manner and to the extent
provided in the Indenture. The Bonds and the provisions of the Indenture are and will be the legal, valid and binding
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limited obligations of the Board in accordance with their terms, and the Board shall at all times, to the extent
permitted by law, defend, preserve and protect said pledge and assignment of Gross Revenues and other assets and
all the rights of the Bondholders under the Indenture against all claims and demands of all persons whomsoever.

Payment of Taxes and Claims. The Board or the Trustee shall, from time to time, but solely from Gross
Revenues, duly pay and discharge, or cause to be paid and discharged, any property taxes, assessments or other
governmental charges that may be lawfully imposed upon the Gross Revenues or other assets pledged or assigned
under the Indenture, when the same shall become due, as well as any lawful claim which, if unpaid, might by law
become a lien or charge upon the Gross Revenues or such other assets or which might impair the security of the
Bonds.

Accounting Records and Financial Statements.

(a) The Board shall keep or cause to be kept proper books of record and account in which complete
and accurate entries shall be made in accordance with industry standards of all transactions relating to the proceeds
of Bonds, the Gross Revenues, and all funds and accounts established pursuant to the Indenture. Such books of
record and account shall be available for inspection by the Trustee and by any Bondholder, or its agent or
representative duly authorized in writing, during any Business Day at reasonable hours and under reasonable
circumstances, including at least 24 hours notice.

(b) Not later than two hundred ten (210) days after the end of each Fiscal Year of the Board,
commencing with the Fiscal Year ending June 30, 2018, the Board will furnish to the Trustee a detailed, certified
report of audit, based on an examination sufficiently complete to comply with generally accepted auditing standards,
prepared by an Independent Certified Public Accountant, covering the operations of the Projects for the Fiscal Year
next preceding, and showing the Gross Revenues and expenses (by major classification) for such period. There shall
also be included with each audit report a written opinion of the Independent Certified Public Accountant, to the
effect that in making the examination necessary in connection with said audit, no knowledge of any default by the
Board in the fulfillment of any of the terms, covenants, provisions and conditions of the Indenture, or any
Supplemental Indenture, was obtained or, if said accountant shall have obtained knowledge of any such default, a
statement of the default or defaults thus discovered and the nature thereof.

(©) Not later than two hundred ten (210) days after the end of each Fiscal Year of the Board, the
Board shall also furnish to the Trustee a certified report of audit, prepared by an Independent Certified Public
Accountant, reflecting the financial condition and record of operation of the Board.

Tax Covenants. The Board will not make any use of the proceeds of the Bonds or any other funds of the
Board or of the Projects which will cause any Bond to be an “arbitrage bond” subject to federal income taxation by
reason of Section 148 of the Code, or a “federally-guaranteed obligation” under Section 149(b) of the Code, or a
“private activity bond” as described in Section 141 of the Code. To that end, the Board, with respect to such
proceeds and such other funds and the Projects, will comply with all requirements of such sections of the Code and
all regulations of the United States Department of the Treasury issued thereunder to the extent that such
requirements are, at the time, applicable and in effect.

The Board further covenants that it will not use or permit the use of the Projects by any person for a
“private business use” within the meaning of Section 141(b) of the Code, in such manner or to such extent as would
result in the inclusion of interest received on the Bonds in gross income for federal income tax purposes under
Section 103 of the Code.

If at any time the Board is of the opinion that for purposes of this section it is necessary to restrict or limit
the yield on or change in any way the investment of any moneys held by the Trustee or under the Indenture, the
Board shall so instruct the Trustee or the appropriate officers of the Board in writing, and the Trustee or the
appropriate officers of the Board, as the case may be, shall take such actions as may be necessary in accordance with
such instructions.

In furtherance of the covenants of the Board set forth above, the Board will comply with the Tax Certificate
and will cause the Trustee to comply with the Tax Certificate.
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The Board may provide in a Supplemental Indenture for a Series of Bonds that all or a portion of the
provisions of this sub-section shall not apply to such Series of Bonds. The Board has provided in the Twenty-
Seventh Supplemental Indenture that this sub-section does not apply to the Series 2018B Bonds.

Compliance with Indenture, Contracts, Laws and Regulations. The Board shall faithfully observe and
perform all the covenants, conditions and requirements of the Indenture, shall not issue any Bonds in any manner
other than in accordance with the Indenture, and shall not suffer or permit any default to occur under the Indenture,
or do or permit to be done, anything that might in any way weaken, diminish or impair the security intended to be
given pursuant to the Indenture. Subject to the limitations end consistent with the covenants, conditions and
requirements contained in the Indenture, the Board and the Trustee shall comply with the terms, covenants and
provisions of all contracts concerning or affecting the application of proceeds of Bonds or the Gross Revenues.

Maintenance of Projects. The Board shall maintain the Projects in good condition and repair, such
condition and repair to be comparable with that of similar types of properties. The Board may from time to time
enter into leases of the Projects to a Person upon such terms and conditions as the Board may determine.

Insurance; Use of Insurance or Condemnation Proceeds. The Board shall maintain or cause to be
maintained insurance or risk management programs of such type, in such amounts and against such risks as are
appropriate, as determined by the Board, for facilities of similar size and nature as the Projects (and in any event as
are consistent with the amounts and risks applicable to other similar properties of the Board), including, but not
limited to, fire and extended coverage insurance, public liability insurance, workers’ compensation insurance and
business interruption insurance, in the event and to the extent such insurance is customarily maintained by the Board
for facilities of similar size and nature as the Projects. The Board shall pay as the same become due all premiums in
respect thereto. In the event of any damage to, or destruction or condemnation of, any Project, the Board will
promptly arrange for the application of the insurance proceeds or condemnation awards for the repair, reconstruction
or replacement of the damaged, destroyed or taken portion thereof, or for the payment of Indebtedness or such other
purpose as the Board may determine.

Rate Covenant. The Board shall set rates, charges, and fees for the Projects for the then current Fiscal Year
so as to cause Net Income Available for Debt Service to be in an amount at least equal to Aggregate Debt Service
for all Indebtedness and Designated Auxiliary Debt for such Fiscal Year.

Continuing Disclosure for the Series 2018 Bonds. The Board and the Trustee covenant and agree that they
will comply with and carry out all of the provisions of the Continuing Disclosure Certificate. Notwithstanding any
other provision of the Indenture, failure of the Board or the Treasurer to comply with the Continuing Disclosure
Certificate shall not be considered an Event of Default; however, the Treasurer may (and, at the request of any
Participating Underwriter (as defined in the Continuing Disclosure Certificate) or the holders of at least twenty-five
percent (25%) aggregate principal amount of Outstanding Series 2018 Bonds shall) or any Bondholder or Beneficial
Owner may take such actions as may be necessary and appropriate, including seeking mandate or specific
performance by court order, to cause the Board or the Treasurer, as the case may be, to comply with its obligations
under this section. For purposes of this section, “Beneficial Owner” means any person which has or shares the
power, directly or indirectly, to make investment decisions concerning ownership of any Series 2018 Bonds
(including persons holding Series 2018 Bonds through nominees, depositories or other intermediaries).

Events of Default

The following events shall be Events of Default under the Indenture:

(a) default in the due and punctual payment of the principal of, or interest or redemption premium, if
any, on, any Bond when due and payable;

(b) default in the due and punctual payment of the principal of, or interest or redemption premium, if
any, on, any Indebtedness secured by a Parity Lien when due and payable; or

(©) default by the Board in the observance of any of the covenants, agreements or conditions on its
part of the Indenture or in the Bonds contained, other than a default described in (a) or (b) above, and continuance of
such default for a period of sixty (60) days after written notice thereof, specifying such default and requiring the

D-14



same to be remedied, shall have been given to the Board by the Trustee, or to the Board and the Trustee by the
Holders of not less than twenty-five percent (25%) in aggregate principal amount of the Bonds at the time
Outstanding.

Acceleration of Maturities

If an Event of Default shall occur, then, and in each and every such case during the continuance of such
Event of Default, the Trustee may, and at the request of the Holders of not less than a majority in aggregate principal
amount of the Bonds at the time Outstanding shall, upon notice in writing to the Board, declare the principal of all of
the Bonds then Outstanding, and the interest accrued thereon, to be due and payable immediately, and upon any such
declaration the same shall become and shall be immediately due and payable, anything in the Indenture or in the
Bonds contained to the contrary notwithstanding. The Trustee shall immediately give notice of such declaration to
Bondholders, in the same manner that notices of redemption are given, specifying the date of such declaration, that
as of the Business Day immediately following such declaration the Bonds shall cease to bear interest, and that all
principal of and interest on the Bonds to the Business Day immediately following such declaration of acceleration
shall be payable upon the surrender thereof at the Designated Office of the Trustee.

Application of Gross Revenues and Other Funds after Default

If an Event of Default shall occur, then, and in every such case during the continuance of such Event of
Default, all Gross Revenues and any other moneys then held or thereafter received by the Trustee under any of the
provisions of the Indenture shall be applied by the Trustee as follows and in the following order:

(a) To the payment of any compensation and expenses as due to the Trustee under the Indenture;

(b) To the payment of Maintenance and Operation Expenses, provided that the Trustee will make
payments for Maintenance and Operation Expenses only upon receipt from the Board of a Certificate stating the
nature and amount of such expenses, and the person or persons to whom such expenses are payable, and certifying
that such expenses constitute Maintenance and Operation Expenses properly payable from the Gross Revenues; and

() To the payment of the principal of and interest then due on the Bonds (upon presentation of the
Bonds to be paid, any stamping thereon of the payment if only partially paid or surrender thereof if fully paid)
subject to the provisions of the Indenture, as follows:

(1) Unless the principal of all of the Bonds shall have become or have been declared due and
payable,

First: To the payment to the persons entitled thereto of all installments of interest then due in the
order of the maturity of such installments, and, if the amount available shall not be sufficient to
pay in full any installment or installments maturing on the same date, then to the payment thereof
ratably, according to the amounts due thereon, to the persons entitled thereto, without any
discrimination or preference; and

Second: To the payment to the persons entitled thereto of the unpaid principal of any Bonds
which shall have become due, whether at maturity or by call for redemption, in the order of their
due dates, with interest on the overdue principal at the rate borne by the respective Bonds, and, if
the amount available shall not be sufficient to pay in full all the Bonds due on any date, together
with such interest, then to the payment thereof ratably, according to the amounts of principal due
on such date to the persons entitled thereto, without any discrimination or preference.

(i1) If the principal of all of the Bonds shall have become or have been declared due and
payable, to the payment of the principal and interest then due and unpaid upon the Bonds, with interest on
the overdue principal at the rate borne by the respective Bonds, and, if the amount available shall not be
sufficient to pay in full the whole amount so due and unpaid, then to the payment thereof ratably, without
preference or priority of principal over interest, or of interest over the principal, or of any installment of
interest over any other installment of interest, or of any Bond over any other Bond, according to the



amounts due respectively for principal and interest, to the persons entitled thereto without any
discrimination or preference.

Modification of Indenture without Consent of Bondholders

The Board and the Trustee from time to time and at any time, subject to the conditions and restrictions
contained in the Indenture, may enter into an indenture or indentures supplemental hereto, which indenture or
indentures thereafter shall form a part of the Indenture, for any one or more or all of the following purposes:

(a) to add to the covenants and agreements of the Board contained in the Indenture, other covenants
and agreements thereafter to be observed, or to surrender any right or power reserved in the Indenture to or
conferred upon the Board,

(b) to evidence the succession of another governmental unit or entity, whether public or private, to the
Board, or successive successions, and the assumption by such successor of the covenants and obligations of the
Board contained in the Bonds and in the Indenture;

() to make such provisions for the purpose of curing any ambiguity, or of curing, correcting or
supplementing any defective provision contained in the Indenture, or in regard to any matters or any questions
arising under the Indenture, as the Board may deem necessary or desirable and not inconsistent with the Indenture,
and which shall not materially adversely affect the interests of the Holders of the Bonds;

(d) to conform to the terms and conditions of the reimbursement agreements or loan agreements or
similar documents relating to letters of credit, lines of credit, bond insurance policies, reserve fund surety bonds or
policies, guarantees or similar undertakings for the Bonds provided by a Credit Facility Provider;

(e) to conform to the terms and conditions of the Security Documents evidencing a Parity Lien,
provided such modification shall not materially adversely affect the interests of the Holders of the Bonds;

® to modify, amend or supplement the Indenture or any Supplemental Indenture in such manner as
to permit the qualification thereof under the Trust Indenture Act of 1939 or any similar federal statute hereafter in
effect, and, if the Board so determines, to add to the Indenture or any Supplemental Indenture such other terms,
conditions and provisions as may be permitted by said Trust Indenture Act of 1939 or similar federal statute, and
which shall not materially adversely affect the interests of the Holders of the Bonds;

(2) to provide procedures required to permit any Holder, at its option, to utilize an uncertificated
system of registration of its Bonds;

(h) to provide for the procedures required to permit any Holder to separate the right to receive interest
on the Bonds from the right to receive the principal thereof and to sell or dispose of such rights, as contemplated by
Section 1286 of the Code; and

(1) if permitted under the Act, (1) to provide for the issuance of Bonds and the loan of the proceeds of
such Bonds to a Designated Auxiliary Organization, which Bonds shall be repaid from Gross Revenues; or (2) to
provide for the issuance of Bonds for the acquisition or construction of a Project to be leased or sold to a Designated
Auxiliary Organization, which Bonds shall be repaid from Gross Revenues.

Any Supplemental Indenture authorized by the provisions of this section may be executed by the Board and
the Trustee without the consent of the owners of any of the Bonds at the time Outstanding but the Trustee shall not
be obligated to enter into any such Supplemental Indenture which affects the Trustee’s own rights, duties or
immunities under the Indenture or otherwise.

Modification of Indenture with Consent of Bondholders

With the consent of the owners of not less than sixty-six and two-thirds percent (66 2/3%) in aggregate
principal amount of the Bonds at the time Outstanding, the Board and the Trustee may from time to time and at any
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time enter into an indenture or indentures supplemental hereto for the purpose of adding any provisions to, or
changing in any manner, or eliminating any of the provisions of, the Indenture or of any Supplemental Indenture;
provided, however, that no such Supplemental Indenture shall (1) extend the stated maturity of the Bonds or reduce
the rate of interest thereon, or extend the time of payment of interest, or reduce the amount of the principal thereof,
or reduce any premium payable on the redemption thereof, without the consent of the owner of each Bond so
affected, (2) reduce the aforesaid percentage of owners of Bonds required to approve any such Supplemental
Indenture, without the consent of the owners of all Bonds then Outstanding, or (3) modify any of the rights or
obligations of the Trustee without his written assent thereto. Upon receipt by the Trustee of a Certificate of the
Board authorizing the execution of any such Supplemental Indenture, and upon the filing with the Trustee of
evidence of the consent of Bondholders, the Trustee shall join with the Board in the execution of such Supplemental
Indenture.

It shall not be necessary for the consent of the Bondholders under this section to approve the particular
form of any proposed Supplemental Indenture, but it shall be sufficient if such consent shall approve the substance
thereof.

Effect of Supplemental Indenture

Upon the execution of any Supplemental Indenture pursuant to the provisions of the sections “Modification
of Indenture without Consent of Bondholders” or “Modification of Indenture with Consent of Bondholders” above,
the Indenture shall be and be deemed to be modified and amended in accordance therewith, and respective rights,
duties and obligations under the Indenture of the Board, the Trustee and all owners of Bonds Outstanding shall
thereafter be determined, exercised and endorsed under the Indenture subject in all respects to such modification and
amendments, and all the terms and conditions of any such Supplemental Indenture shall be and be deemed to be part
of the terms and conditions of the Indenture for any and all purposes.

Defeasance

Bonds may be paid by the Board in any of the following ways; provided that the Board also pays or causes
to be paid any other sums payable under the Indenture by the Board and related to the Bonds:

(a) by paying or causing to be paid the principal and interest on Outstanding Bonds; as and when the
same become due and payable;

(b) by depositing with the Trustee, in trust, at or before maturity, money or securities in the necessary
amount (as provided in the Indenture) to pay or redeem Outstanding Bonds; or

(c) by delivering to the Trustee, for cancellation by it, Outstanding Bonds.

If the Board shall pay all Bonds Outstanding and shall also pay or cause to be paid all other sums payable
under the Indenture by the Board, then and in that case, at the election of the Board (evidenced by a Certificate of
the Board, filed with the Trustee, signifying the intention of the Board to discharge all such indebtedness and the
Indenture), and notwithstanding that any Bonds shall not have been surrendered for payment, the Indenture and the
pledge of Gross Revenues and other assets made under the Indenture and all covenants, agreements and other
obligations of the Board under the Indenture shall cease, terminate, become void and be completely discharged and
satisfied, except only as provided in the Indenture and except for the obligation of the Board to pay any amounts
under and to otherwise satisfy all of its obligations to the Trustee under the Indenture. In such event, upon Request
of the Board, the Trustee shall cause an accounting for such period or periods as may be requested by the Board to
be prepared and filed with the Board and shall execute and deliver to the Board all such instruments as may be
necessary or desirable to evidence such discharge and satisfaction, and the Trustee and any paying agents shall pay
over, transfer, assign or deliver to the Board all moneys or securities or other property held by them pursuant to the
Indenture which are not required for the payment or redemption of Bonds not theretofore surrendered for such
payment or redemption.

Upon the deposit with the Trustee, in trust, at or before maturity, of money or securities in the necessary
amount (as provided in the Indenture) to pay or redeem any outstanding Bond (whether upon or prior to its maturity



or the redemption date of such Bond), provided that, if such Bond is to be redeemed prior to maturity, notice of such
redemption shall have been given as provided in the Indenture, then all liability of the Board in respect of such Bond
shall cease, terminate and be completely discharged, except only that thereafter the owner thereof shall be entitled
only to payment of the principal of and interest on such Bond by the Board, and the Board shall remain liable for
such payment, but only out of such money or securities deposited with the Trustee as aforesaid for their payment,
provided further, however, that the provisions of the Indenture concerning payment of Bonds after discharge of the
Indenture shall apply in all events.

The Board may at any time surrender to the Trustee for cancellation by it any Bonds previously issued and
delivered which the Board may have acquired in any manner whatsoever, and such Bonds, upon such surrender and
cancellation, shall be deemed to be paid and retired.

Whenever in the Indenture it is provided or permitted that there be deposited with or held in trust by the
Trustee money or securities in the necessary amount to pay or redeem any Bonds, the money or securities so to be
deposited or held may include money or securities held by the Trustee in the funds and accounts established
pursuant to the Indenture and shall be:

(a) lawful money of the United States of America in an amount equal to the principal amount of such
Bonds and all unpaid interest thereon to maturity, except that, in the case of Bonds which are to be redeemed prior to
maturity and in respect of which notice of such redemption shall have been given as provided in the Indenture or
provision satisfactory to the Trustee shall have been made for the giving of such notice, the amount to be deposited
or held shall be the principal and all unpaid interest thereon to the redemption date; or

(b) Defeasance Securities, the principal of and interest on which when due will provide money
sufficient to pay the principal and all unpaid interest to maturity, or to the redemption date, as the case may be, on
the Bonds to be paid or redeemed, as such principal and interest become due, provided that, in the case of Bonds
which are to be redeemed prior to the maturity thereof, notice of such redemption shall have been given as provided
in the Indenture or provision satisfactory to the Trustee shall have been made for the giving of such notice; provided,
in each case, that the Trustee shall have been irrevocably instructed (by the terms of the Indenture or by Request of
the Board) to apply such money to the payment of such principal and interest with respect to such Bonds.

Notwithstanding any provisions of the Indenture, any moneys held by the Trustee in trust for the payment
of the principal or interest on any Bonds and remaining unclaimed for two (2) years after the principal of all of the
Bonds has become due and payable (whether at maturity or upon call for redemption or by acceleration as provided
in the Indenture), if such moneys were so held at such date, or one year after the date of deposit of such moneys if
deposited after said date when all of the Bonds became due and payable, shall, upon Request of the Board, be repaid
to the Board free from the trusts created by the Indenture, and all liability of the Trustee with respect to such moneys
shall thereupon cease provided, however, that before the repayment of such moneys to the Board as aforesaid, the
Trustee, as the case may be, shall at the request of the Board (at the cost of the Board) first mail a notice, in such
form as may be deemed appropriate by the Trustee, to the owners of the Bonds so payable and not presented and
with respect to the provisions relating to the repayment to the Board of the moneys held for the payment thereof.



APPENDIX E
FORM OF CONTINUING DISCLOSURE CERTIFICATE

This Continuing Disclosure Certificate dated August 2, 2018 (the “Disclosure Certificate™) is executed and
delivered by the Trustees of the California State University (the “Board”) in connection with the issuance of
$492,690,000 principal amount of the Trustees of the California State University Systemwide Revenue Bonds,
Series 2018A and $171,000,000 principal amount of the Trustees of the California State University Systemwide
Revenue Bonds, Series 2018B (Taxable) (collectively, the “Bonds™). The Bonds are being issued pursuant to an
Indenture, dated as of April 1, 2002, as supplemented, including by a Twenty-Sixth Supplemental Indenture and a
Twenty-Seventh Supplemental Indenture, each dated as of August 1, 2018 (the “Indenture”), by and between the
Board and the Treasurer of the State of California, as trustee. The Board covenants and agrees as follows:

Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is executed for the benefit
of the Holders and Beneficial Owners (as defined below) of the Bonds from time to time, but shall not be deemed to
create any monetary liability on the part of the Board to any other persons, including Holders or Beneficial Owners of
the Bonds based on the Rule (as defined below). The sole remedy in the event of any failure of the Board to comply
with this Disclosure Certificate shall be an action to compel performance of any act required hereunder.

Section 2. Definitions. In addition to the definitions set forth in the Indenture, which apply to any
capitalized term used in this Disclosure Certificate unless otherwise defined in this Section, the following capitalized
terms shall have the following meanings:

“Annual Report” shall mean any Annual Report filed by the Board pursuant to, and as described in, Sections 3
and 4 of this Disclosure Certificate.

“Beneficial Owner” shall mean any person which has the power, directly or indirectly, to vote or consent
with respect to, or to dispose of ownership of, any Bonds (including persons holding Bonds through nominees,

depositories or other intermediaries).

“Dissemination Agent” shall mean the Board, or any successor Dissemination Agent designated in writing
by the Board and which has filed with the Board a written acceptance of such designation.

“Holder” shall mean the person in whose name any Bond shall be registered.

“Listed Events” shall mean any of the events listed in Section 5(a) or (b) of this Disclosure Certificate.

“MSRB” shall mean the Municipal Securities Rulemaking Board or any other entity designated or authorized
by the Securities and Exchange Commission to receive reports pursuant to the Rule. Until otherwise designated by
the MSRB or the Securities and Exchange Commission, filings with the MSRB are to be made through the Electronic
Municipal Market Access (EMMA) website of the MSRB, currently located at http://emma.msrb.org.

“Participating Underwriter” shall mean any of the original underwriters of the Bonds required to comply with
the Rule in connection with offering of the Bonds.

“Rule” shall mean Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commission under the
Securities Exchange Act of 1934, as the same may be amended from time to time.

Section 3. Provision of Annual Reports.

(a) The Board shall, or shall cause the Dissemination Agent to, not later than January 1 of each
year in which the Bonds are Outstanding, commencing January 1, 2019, provide to the MSRB an Annual Report
which is consistent with the requirements of Section 4 of this Disclosure Certificate. The Annual Report may cross-
reference other information as provided in Section 4 of this Disclosure Certificate; provided that the audited financial
statements of the Board with respect to the Gross Revenues (as defined in the Indenture) may be submitted separately
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from the balance of the Annual Report and later than the date required above for the filing of the Annual Report if
such financial statements are not available by that date. If the Board’s fiscal year changes, it shall give notice of such
change in a filing with the MSRB. The Annual Report shall be submitted on a standard form in use by industry
participants or other appropriate form and shall identify the Bonds by name and CUSIP number.

(b) Not later than 15 business days prior to said date, the Board shall provide the Annual Report
to the Dissemination Agent (if other than the Board). If the Board is unable to provide to the MSRB an Annual Report
by the date required in subsection (a), the Board shall, in a timely manner, send or cause to be sent to the MSRB a
notice in substantially the form attached as Exhibit A.

(©) The Dissemination Agent shall (if the Dissemination Agent is other than the Board) file a
report with the Board certifying that the Annual Report has been provided pursuant to this Disclosure Certificate,
stating the date it was provided to the MSRB.

Section 4. Content of Annual Reports. The Board’s Annual Report shall contain or include by
reference the following:

(1) The audited financial statements of the Board with respect to the Gross Revenues (as
defined in the Indenture) for the prior fiscal year, prepared in accordance with generally accepted accounting
principles as promulgated from time to time by the Financial Accounting Standards Board or the Government
Accounting Standards Board, as may then be applicable in the judgment of the Board. If these audited
financial statements are not available by the time the Annual Report is required to be filed pursuant to
Section 3(a), the Annual Report shall contain unaudited financial statements in a format similar to the
financial statements for the prior fiscal year, and the audited financial statements shall be filed in the same
manner as the Annual Report when they become available.

2) The Board’s Annual Reports shall contain updates or changes to certain information
contained in Appendix A of the Official Statement relating to the Bonds dated July 12, 2018 (the “Official
Statement”) concerning the immediately preceding fiscal year, as follows:

(1) in Tables 1, 6, 8 and under the column entitled “Total Systemwide Revenue
Bonds” in Table 9 (including information regarding debt service on any debt secured on a parity with the
Bonds);

(i1) under the caption “SYSTEMWIDE REVENUE BOND PROGRAMS - Housing
Program — Capacity and Occupancy” pertaining to the design capacity and occupancy rate of the Housing
Program;

(iii) under the caption “SYSTEMWIDE REVENUE BOND PROGRAMS - Student
Union Program — Rates and Charges” pertaining to the range of student body center fees per student; and

(iv) under the caption “SYSTEMWIDE REVENUE BOND PROGRAMS — Health
Center Facilities Program” pertaining to the amount of the health center facility fee and the campuses of the
California State University system at which such fee is imposed.

3) Information regarding the issuance by the Board of any debt secured on a parity with the
Bonds since the date of the last Annual Report.

4 Information regarding any amendments to the Indenture made since the date of the last
Annual Report.

Any or all of the items listed above may be set forth in one or a set of documents or may be included by
specific reference to other documents, including official statements of debt issues of the Board or related public
entities, which have been made available to the public on the MSRB’s website. The Board shall clearly identify each
such other document so included by reference.
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Section 5. Reporting of Significant Events.

(a)

The Board shall give, or cause to be given, notice of the occurrence of any of the following events

with respect to the Bonds in a timely manner not later than ten business days after the occurrence of the event:

1.

2.

9.

Principal and interest payment delinquencies;

Unscheduled draws on debt service reserves reflecting financial difficulties;
Unscheduled draws on credit enhancements reflecting financial difficulties;
Substitution of credit or liquidity providers, or their failure to perform;

Adverse tax opinions or issuance by the Internal Revenue Service of proposed or final determination
of taxability or of a Notice of Proposed Issue (IRS Form 5701 TEB);

Tender offers;
Defeasances;
Rating changes; or

Bankruptcy, insolvency, receivership or similar event of the obligated person.

Note: for the purposes of the event identified in subparagraph (9), the event is considered to occur when
any of the following occur: the appointment of a receiver, fiscal agent or similar officer for an obligated
person in a proceeding under the U.S. Bankruptcy Code or in any other proceeding under state or federal
law in which a court or governmental authority has assumed jurisdiction over substantially all of the
assets or business of the obligated person, or if such jurisdiction has been assumed by leaving the existing
governmental body and officials or officers in possession but subject to the supervision and orders of a
court or governmental authority, or the entry of an order confirming a plan of reorganization,
arrangement or liquidation by a court or governmental authority having supervision or jurisdiction over
substantially all of the assets or business of the obligated person.

(b)

The Board shall give, or cause to be given, notice of the occurrence of any of the following events

with respect to the Bonds, if material, in a timely manner not later than ten business days after the occurrence of the

event:

Unless described in paragraph 5(a)(5), other material notices or determinations by the Internal
Revenue Service with respect to the tax status of the Bonds or other material events affecting the
tax status of the Bonds;

Modifications to rights of Bond holders;

Optional, unscheduled or contingent Bond calls;

Release, substitution, or sale of property securing repayment of the Bonds;

Non-payment related defaults;

The consummation of a merger, consolidation, or acquisition involving an obligated person or the
sale of all or substantially all of the assets of the obligated person, other than in the ordinary course

of business, the entry into a definitive agreement to undertake such an action or the termination of
a definitive agreement relating to any such actions, other than pursuant to its terms; or



7. Appointment of a successor or additional trustee or the change of name of a trustee.

(©) Whenever the Board obtains knowledge of the occurrence of a Listed Event described in
Section 5(b), the Board shall determine if such event would be material under applicable federal securities laws.

(d) If a Listed Event described in Section 5(a) has occurred, or if the Board determines that a Listed
Event described in Section 5(b) would be material under applicable federal securities laws, the Board shall within ten
business days of occurrence file a notice of such occurrence with the MSRB. Notwithstanding the foregoing, notice
of the Listed Event described in subsection (a)(7) or (b)(3) need not be given under this subsection any earlier than
the notice (if any) of the underlying event is given to the Holders of affected Bonds pursuant to the Indenture.

Section 6. Format for Filings with MSRB. Any report or filing with the MSRB pursuant to this
Disclosure Certificate must be submitted in electronic format, accompanied by such identifying information as is
prescribed by the MSRB.

Section 7. Termination of Reporting Obligation. The Board’s obligations under this Disclosure
Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all of the Bonds. If such
termination occurs prior to the final maturity of the Bonds, the Board shall give notice of such termination in a filing
with the MSRB.

Section 8. Dissemination Agent. The Board may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may discharge
any such Dissemination Agent, with or without appointing a successor Dissemination Agent. The Dissemination
Agent shall not be responsible in any manner for the content of any notice or report prepared by the Board pursuant
to this Disclosure Certificate.

Section 9. Amendment; Waiver. Notwithstanding any other provision of this Disclosure Certificate,
the Board may amend this Disclosure Certificate, provided that the following conditions are satisfied:

(a) If the amendment or waiver relates to the provisions of Sections 3(a), 4, or 5(a) or (b), it may only
be made in connection with a change in circumstances that arises from a change in legal requirements, change in law,
or change in the identity, nature or status of an obligated person with respect to the Bonds, or the type of business
conducted;

(b) The undertaking, as amended or taking into account such waiver, would, in the opinion of nationally
recognized bond counsel, have complied with the requirements of the Rule at the time of the original issuance of the
Bonds, after taking into account any amendments or interpretations of the Rule, as well as any change in
circumstances; and

(c) The amendment or waiver either (i) is approved by the Holders of the Bonds in the same manner as
provided in the Indenture for amendments to the Indenture with the consent of Holders, or (ii) does not, in the opinion
of nationally recognized bond counsel, materially impair the interests of the Holders or Beneficial Owners of the
Bonds.

In the event of any amendment or waiver of a provision of this Disclosure Certificate, the Board shall describe
such amendment in the next Annual Report, and shall include, as applicable, a narrative explanation of the reason for
the amendment or waiver and its impact on the type (or, in the case of a change of accounting principles, on the
presentation) of financial information or operating data being presented by the Board. In addition, if the amendment
relates to the accounting principles to be followed in preparing financial statements, (i) notice of such change shall be
given in a filing with the MSRB, and (ii) the Annual Report for the year in which the change is made should present
a comparison (in narrative form and also, if feasible, in quantitative form) between the financial statements as prepared
on the basis of the new accounting principles and those prepared on the basis of the former accounting principles.

Section 10. Additional Information. Nothing in this Disclosure Certificate shall be deemed to prevent
the Board from disseminating any other information, using the means of dissemination set forth in this Disclosure




Certificate or any other means of communication, or including any other information in any Annual Report or notice
of occurrence of a Listed Event or other notice required to be filed pursuant to this Disclosure Certificate, in addition
to that which is required by this Disclosure Certificate. If the Board chooses to include any information in any Annual
Report or notice of occurrence of a Listed Event or other notice in addition to that which is specifically required by
this Disclosure Certificate, the Board shall have no obligation under this Certificate to update such information or
include it in any future Annual Report or notice of occurrence of a Listed Event or any other event required to be
reported.

Section 11. Default. In the event of a failure of the Board to comply with any provision of this
Disclosure Certificate, any Holder or Beneficial Owner of the Bonds may take such actions as may be necessary and
appropriate, including seeking mandate or specific performance by court order, to cause the Board to comply with its
obligations under this Disclosure Certificate. A default under this Disclosure Certificate shall not be deemed an Event
of Default under the Indenture, and the sole remedy under this Disclosure Certificate in the event of any failure of the
Board to comply with this Disclosure Certificate shall be an action to compel performance.

Section 12. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination Agent shall
have only such duties as are specifically set forth in this Disclosure Certificate, and the Board agrees to indemnify and
save the Dissemination Agent, its officers, directors, employees and agents, harmless against any loss, expense and
liabilities which it may incur arising out of or in the exercise of performance of its powers and duties hereunder,
including the costs and expenses (including attorneys fees) of defending against any claim of liability, but excluding
liabilities due to the Dissemination Agent’s negligence or willful misconduct. The obligations of the Board under this
Section shall survive resignation or removal of the Dissemination Agent and payment of the Bonds.

Section 13. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the Board, the
Treasurer, the Dissemination Agent, each Participating Underwriter and Holders and Beneficial Owners from time to
time of the Bonds, and shall create no rights in any other person or entity.

IN WITNESS WHEREOF, the Board has caused this Disclosure Certificate to be executed by its authorized
representative as of the date first above written.

TRUSTEES OF THE CALIFORNIA STATE
UNIVERSITY

By:

Authorized Representative
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EXHIBIT A
NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT
Name of Issuer: Trustees of the California State University
Name of Bond Issue: Trustees of the California State University Systemwide Revenue Bonds,
Series 2018 A and Trustees of the California State University Systemwide Revenue

Bonds, Series 2018B (Taxable)

Date of Issuance: August 2, 2018

NOTICE IS HEREBY GIVEN that the Trustees of the California State University (the “Board”) has not
provided an Annual Report with respect to the above-named Bonds as required by the Continuing Disclosure
Certificate executed and delivered by the Board with respect to the above-named Bonds. [The Board anticipates that
the Annual Report will be filed by ]

Dated:

TRUSTEES OF THE CALIFORNIA STATE UNIVERSITY

Authorized Representative
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APPENDIX F
FORM OF BOND COUNSEL OPINION
[Closing Date]

Trustees of the California State University
Long Beach, California

Trustees of the California State University
Systemwide Revenue Bonds, Series 2018A and Series 2018B (Taxable)
(Final Opinion)

Ladies and Gentlemen:

We have acted as bond counsel to the Trustees of the California State University (the “Issuer”) in connection
with the issuance of $492,690,000 aggregate principal amount of Trustees of the California State University
Systemwide Revenue Bonds, Series 2018A (the “Series 2018 A Bonds”) and $171,000,000 aggregate principal amount
of Trustees of the California State University Systemwide Revenue Bonds, Series 2018B (Taxable) (the
“Series 2018B Bonds” and, together with the Series 2018A Bonds, the “Series 2018 Bonds”), issued pursuant to The
State University Revenue Bond Act of 1947 of the State of California, as amended, and pursuant to an Indenture dated
as of April 1, 2002, as supplemented, including by a Twenty-Sixth Supplemental Indenture and a Twenty-Seventh
Supplemental Indenture, each dated as of August 1, 2018 (the “Indenture”), each by and between the Issuer and the
Treasurer of the State of California, as trustee (the “State Treasurer”). The Series 2018 Bonds are being issued to
finance and refinance the costs of construction of facilities at various campuses of the California State University and
to pay certain related expenses. Capitalized terms not otherwise defined herein shall have the meanings ascribed
thereto in the Indenture.

In such connection, we have reviewed the Indenture, the Tax Certificate of the Issuer, dated the date hereof
(the “Tax Certificate”), the opinion of counsel to the Issuer, certificates of the Issuer, the State Treasurer and others,
and such other documents, opinions and matters to the extent we deemed necessary to render the opinions set forth
herein.

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and court
decisions and cover certain matters not directly addressed by such authorities. Such opinions may be affected by
actions taken or omitted or events occurring after the date hereof. We have not undertaken to determine, or to inform
any person, whether any such actions are taken or omitted or events do occur or any other matters come to our attention
after the date hereof. Accordingly, this letter speaks only as of its date and is not intended to, and may not, be relied
upon or otherwise used in connection with any such actions, events or matters. We disclaim any obligation to update
this letter. We have assumed the genuineness of all documents and signatures presented to us (whether as originals or
as copies) and the due and legal execution and delivery thereof by, and validity against, any parties other than the
Issuer. We have assumed, without undertaking to verify, the accuracy of the factual matters represented, warranted or
certified in the documents, and of the legal conclusions contained in the opinions, referred to in the second paragraph
hereof. Furthermore, we have assumed compliance with all covenants and agreements contained in the Indenture and
the Tax Certificate, including (without limitation) covenants and agreements compliance with which is necessary to
assure that future actions, omissions or events will not cause interest on the Series 2018A Bonds to be included in
gross income for federal income tax purposes. We call attention to the fact that the rights and obligations under the
Series 2018 Bonds, the Indenture and the Tax Certificate and their enforceability may be subject to bankruptcy,
insolvency, receivership, reorganization, arrangement, fraudulent conveyance, moratorium and other laws relating to
or affecting creditors’ rights, to the application of equitable principles, to the exercise of judicial discretion in
appropriate cases and to the limitations on legal remedies against agencies of the State of California. We express no
opinion with respect to any indemnification, contribution, liquidated damages, penalty (including any remedy deemed
to constitute a penalty), right of set-off, arbitration, judicial reference, choice of law, choice of forum, choice of venue,
non-exclusivity of remedies, waiver or severability provisions contained in the foregoing documents, nor do we
express any opinion with respect to the state or quality of title to or interest in any of the assets described in or as
subject to the lien of the Indenture or the accuracy or sufficiency of the description contained therein of, or the remedies
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available to enforce liens on, any such assets. Our services did not include financial or other non-legal advice. Finally,
we undertake no responsibility for the accuracy, completeness or fairness of the Official Statement or other offering
material relating to the Series 2018 Bonds and express no opinion with respect thereto.

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of the following
opinions:

1. The Series 2018 Bonds constitute the valid and binding special obligations of the Issuer payable
from Gross Revenues and other amounts pledged under the Indenture, subject to the terms of the Indenture. The Issuer
is not obligated to pay the principal of or interest on the Series 2018 Bonds except from such Gross Revenues and any
other amounts pledged under the Indenture, subject to the terms of the Indenture.

2. The Indenture has been duly executed and delivered by, and constitutes the valid and binding
obligation of, the Issuer. The Indenture creates a valid pledge, to secure the payment of the principal of and interest
on the Series 2018 Bonds, of the Gross Revenues and amounts held by the State Treasurer in any fund or account
established pursuant to the Indenture, except the Rebate Fund, subject to the provisions of the Indenture permitting
the application thereof for the purposes and on the terms and conditions set forth in the Indenture.

3. The Series 2018 Bonds are not a lien, charge or liability against the State of California, or against
the Issuer or against the property or funds of either, except to the extent of the aforementioned pledge. Neither the
faith and credit nor the taxing power of the State of California or of any political subdivision thereof is pledged to the
payment of the principal of or interest on the Series 2018 Bonds. The Series 2018 Bonds are not a debt of the State of
California, and said State is not liable for the payment thereof.

4. Interest on the Series 2018A Bonds is excluded from gross income for federal income tax purposes
under Section 103 of the Internal Revenue Code of 1986. Interest on the Series 2018A Bonds is not a specific
preference item for purposes of the federal alternative minimum tax. Interest on the Series 2018 Bonds is exempt from
State of California personal income taxes. We express no opinion regarding other tax consequences related to the
ownership or disposition of, or the amount, accrual or receipt of interest on, the Series 2018 Bonds.

Faithfully yours,
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APPENDIX G
BOOK-ENTRY ONLY SYSTEM

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the Trustees
of the California State University Systemwide Revenue Bonds, Series 2018A and the Trustees of the California State
University Systemwide Revenue Bonds, Series 2018B (Taxable) (collectively, the “Series 2018 Bonds”). The
Series 2018 Bonds will be issued as fully registered securities registered in the name of Cede & Co. (DTC’s
partnership nominee) or such other name as may be requested by an authorized representative of DTC. One fully-
registered bond will be issued for each maturity of the Series 2018 Bonds, each in the aggregate principal amount of
such maturity, and will be deposited with DTC.

DTC, the world’s largest securities depository, is a limited-purpose trust company organized under the New
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code,
and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934.
DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate and
municipal debt issues, and money market instruments from over 100 countries that DTC’s participants (“Direct
Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and
other securities transactions in deposited securities, through electronic computerized book-entry transfers and pledges
between Direct Participants’ accounts. This eliminates the need for physical movement of securities certificates. Direct
Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing
corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing
Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed
Income Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its
regulated subsidiaries. Access to the DTC system is also available to others such as both U.S. and non-U.S. securities
brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain a custodial
relationship with a Direct Participant, either directly or indirectly (“Indirect Participants”). The DTC Rules applicable
to its Participants are on file with the Securities and Exchange Commission. More information about DTC can be
found at www.dtcc.com.

Purchases of Series 2018 Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Series 2018 Bonds on DTC’s records. The ownership interest of each actual
purchaser of each Series 2018 Bond (“Beneficial Owner™) is in turn to be recorded on the Direct and Indirect
Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their purchase. Beneficial
Owners are, however, expected to receive written confirmations providing details of the transaction, as well as periodic
statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into
the transaction. Transfers of ownership interests in the Series 2018 Bonds are to be accomplished by entries made on
the books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive
bonds representing their ownership interests in Series 2018 Bonds, except in the event that use of the book-entry
system for the Series 2018 Bonds is discontinued.

To facilitate subsequent transfers, all Series 2018 Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an
authorized representative of DTC. The deposit of Series 2018 Bonds with DTC and their registration in the name of
Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership. DTC has no knowledge of
the actual Beneficial Owners of the Series 2018 Bonds; DTC’s records reflect only the identity of the Direct
Participants to whose accounts such Series 2018 Bonds are credited, which may or may not be the Beneficial Owners.
The Direct and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.
Beneficial Owners of Series 2018 Bonds may wish to take certain steps to augment the transmission to them of notices
of significant events with respect to the Series 2018 Bonds, such as redemptions, tenders, defaults, and proposed
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amendments to the Series 2018 Bond documents. For example, Beneficial Owners of Series 2018 Bonds may wish to
ascertain that the nominee holding the Series 2018 Bonds for their benefit has agreed to obtain and transmit notices to
Beneficial Owners. In the alternative, Beneficial Owners may wish to provide their names and addresses to the
registrar and request that copies of notices be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Series 2018 Bonds within a maturity are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such maturity
to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to Series 2018
Bonds unless authorized by a Direct Participant in accordance with DTC’s Procedures. Under its usual procedures,
DTC mails an Omnibus Proxy to the Board as soon as possible after the record date. The Omnibus Proxy assigns Cede
& Co.’s consenting or voting rights to those Direct Participants to whose accounts Series 2018 Bonds are credited on
the record date (identified in a listing attached to the Omnibus Proxy).

Principal and interest payments on the Series 2018 Bonds will be made to Cede & Co., or such other nominee
as may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct Participants’ accounts
upon DTC’s receipt of funds and corresponding detail information from the Board or the Trustee, on payment date in
accordance with their respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners
will be governed by standing instructions and customary practices, as is the case with securities held for the accounts
of customers in bearer form or registered in “street name,” and will be the responsibility of such Participant and not
of DTC nor its nominee, the Trustee, or the Board, subject to any statutory or regulatory requirements as may be in
effect from time to time. Principal and interest payments to Cede & Co. (or such other nominee as may be requested
by an authorized representative of DTC) is the responsibility of the Trustee, disbursement of such payments to Direct
Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be
the responsibility of Direct and Indirect Participants.

A Beneficial Owner shall give notice to elect to have its Series 2018 Bonds purchased or tendered, through
its Participant, to the Trustee, and shall effect delivery of such Series 2018 Bonds by causing the Direct Participant to
transfer the Participant’s interest in the Series 2018 Bonds, on DTC’s records, to the Trustee. The requirement for
physical delivery of Series 2018 Bonds in connection with an optional tender or a mandatory purchase will be deemed
satisfied when the ownership rights in the Series 2018 Bonds are transferred by Direct Participants on DTC’s records
and followed by a book-entry credit of tendered Series 2018 Bonds to the Trustee’s DTC account.

DTC may discontinue providing its services as depository with respect to the Series 2018 Bonds at any time
by giving reasonable notice to the Board or the Trustee. Under such circumstances, in the event that a successor

depository is not obtained, physical Series 2018 Bonds are required to be printed and delivered.

The Board may decide to discontinue use of the system of book-entry transfers through DTC (or a successor
securities depository). In that event, physical Series 2018 Bonds will be printed and delivered.

The information in this section concerning DTC and DTC’s book-entry system has been obtained from
sources that the Board believes to be reliable, but the Board takes no responsibility for the accuracy thereof.
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APPENDIX H
PROJECTS FINANCED AND BONDS REFUNDED WITH SERIES 2018 BONDS

New Money and Bond Anticipation Note Projects to be Funded by Series 2018A Bonds

Allocation of
Principal of Series

Campus, Project 20184 Bonds

San Diego Tula/Tenochca Replacement $ 20,150,000
San Luis Obispo Cal Poly Corporation Vista Grande Replacement Building 23,400,000
San Diego New Student Residence Hall 111,225,000
San Bernardino College of Extended Learning Expansion 43,890,000
Stanislaus University Union Renovation and Expansion 44,350,000
San Marcos Extended Learning Building and Parking Structure 51,035,000
Los Angeles Parking Structure E 52,370,000
Maritime Academy Motel 6 Property Acquisition 6,905,000
Dominguez Hills Student Housing Phase 3 46,460,000
Los Angeles Student Housing East 44,595,000
Northridge G6 Parking Structure 25,100,000
San Diego Maya Olmeca Maintenance 14,200,000
SUBTOTAL $483,680,000

New Money and Bond Anticipation Note Projects to be Funded by Series 2018B (Taxable) Bonds

Allocation of
Principal of Series
Campus, Project 2018B Bonds
Cal State L.A. University Auxiliary Services, Inc. Rongxiang Xu
Bioscience Innovation Center $ 4,605,000
San Marcos Extended Learning Building and Parking Structure 3,150,000
Los Angeles Student Housing East 163,245,000
SUBTOTAL $171,000,000
TOTAL New Money and Bond Anticipation Note Projects to be Funded by Series 2018 Bonds $654,680,000

The final payment date of the Bonds to be Refunded will be the redemption date shown in the table below.

Systemwide Revenue Bonds to Be Refunded by Series 2018A Bonds

Principal to be Expected cusiP*
Series Refunded Redemption Date ~ Redemption Price (Base)
Systemwide Revenue Bonds,
Series 2008AM $10,335,000 September 10, 2018 100% 13077C

*

CUSIP® is a registered trademark of the American Bankers Association. CUSIP Global Services (CGS) is managed on behalf of the American
Bankers Association by S&P Capital 1Q. Copyright© 2018 CUSIP Global Services. All rights reserved. CUSIP® data herein are provided by
CUSIP Global Services. This data is not intended to create a database and does not serve in any way as a substitute for the CGS database.
CUSIP® numbers are provided for convenience of reference only. None of the Board, the Underwriters or their agents or counsel assume
responsibility for the accuracy of such numbers. The CUSIP number for a specific maturity is subject to being changed after the issuance of the
Series 2018 Bonds as a result of various subsequent actions, including, but not limited to, a refunding in whole or in part of such maturity.

() Except for a portion of the Series 2008A Bonds scheduled to mature November 1, 2018, the remaining outstanding maturities of this series of

bonds are being refunded in their entirety.
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APPENDIX 1

LETTERS FROM UNDERWRITERS
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June 20, 2018

Mr. Blake Fowler

Director, Public Finance Division

Office of the Treasurer of the State of California
915Capitol Mall, Room 216

Sacramento, CA 95814

RE: Trustees of the California State University Systemwide Revenue Bonds, Series 2018A&B
Dear Mr. Fowler:

Great Pacific Securities (“GPS”), one of the Underwriters of the Bonds, has entered into a
negotiated dealer agreement (a “Dealer Agreement”) with Wedbush Securities Inc. (“Wedbush”)
for the retail distribution of certain securities offerings at the original issue prices. Pursuant to the
Dealer Agreement (if applicable to this transaction), Wedbush will purchase Bonds from GPS at
the original issue price less a negotiated portion of the selling concession applicable to any bonds
that Wedbush sells.

Great Pacific Securities

CC: Rosa Renaud, Director, Long Term Finance, California State University

151 Kalmus Drive, Suite H8 = Costa Mesa, California = 92626 = Phone: (714) 619-3000 = Fax: (714) 619-3019
E-mail: info@greatpac.com = Member NASD/SIPC/MSRB
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Morgan Stanley

June 21, 2018

Mr. Blake Fowler

Director, Public Finance Division

Office of the Treasurer of the State of California
915 Capitol Mall, Room 261

Sacramento, CA 95814

RE: California State University Systemwide Revenue Bonds, Series 2018A & 2018B
(Taxable) (the “Bonds™)

Dear Mr. Fowler:

Morgan Stanley & Co. LLC is providing the following language for inclusion in the Official
Statement.

Morgan Stanley & Co. LLC, an underwriter of the Bonds, has entered into a retail distribution
arrangement with its affiliate Morgan Stanley Smith Barney LLC. As part of this arrangement,
Morgan Stanley & Co. LLC may distribute municipal securities to retail investors through the
financial advisor network of Morgan Stanley Smith Barney LLC. As part of this arrangement,
Morgan Stanley & Co. LLC may compensate Morgan Stanley Smith Barney LLC for its
selling efforts with respect to the Bonds.

Morgan Stanley & Co. LLC



June 11, 2018 Plp e]_‘Jaffrayﬁ

Mr. Blake Fowler

Director of Public Finance

Office of the Treasurer of the State of California
Public Finance Division

915 Capital Mall, Room 261

Sacramento, CA 95814

RE: TRUSTEES OF THE CALIFORNIA STATE UNIVERSITY
SYSTEMWIDE REVENUE BONDS, SERIES 2018 A&B

Dear Mr. Fowler,

Piper Jaffray & Co. is providing the following language for inclusion in the Official Statement.

Piper Jaffray & Co. and UnionBanc Investment Securities LLC (“UnionBanc”) entered into an
agreement (the “Agreement”) which enables UnionBanc to distribute certain new issue municipal
securities underwritten by or allocated to Piper Jaffray & Co., including the Trustees of the California
State University Systemwide Revenue Bonds, Series 2018 A&B (the “Bonds). Under the
Agreement, Piper Jaffray & Co. will share with UnionBanc a portion of the fee or commission paid
to Piper Jaffray.

Sincerely,

Piper Jaffray & Co.

cc: Rosa Renaud, California State University
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