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    
     &     

.e University’s total budget — for everything includ-
ing sponsored research, teaching hospitals, University 
Extension, housing and dining services, the Lawrence 
Berkeley National Laboratory, and other activities — 
amounts to approximately $19 billion.

But only a portion of that total is tied to the University’s ba-
sic instructional program and the activities that support it. 
!at “core funds” budget, which is about 28 percent of the 
University’s total budget, consists solely of state funds, student 
fees, and what are referred to as UC general funds (mostly 
nonresident tuition and a portion of the overhead from fed-
eral and state contracts and grants).

.e below pie chart shows the $19 billion total UC budget. 

.e 28 percent slice on the le/ represents the “core funds” 
budget, while the rest of the chart consists of funding for 
other programs. .ose other funds generally come with re-
strictions on their use and can’t be used to replace cuts in 
state support for the academic program:

MYTH: UC doesn’t really have a budget problem 
because it has so many different fund 
sources it can dip into.

FACT: UC’s budget is made up of many differ-
ent fund sources, but most of them are 
restricted to specific uses and cannot 
be used for other purposes. A federal 
grant for laser beam research can’t be 
used to fund a deficit in the English 
Department. A payment for a surgery 
in a UC hospital can’t be redirected to 
fund graduate students.

Why are there budget cuts when buildings are going up? Why do student fees have to be increased while we’re doing well in 
attracting federal research funding? Why are some people being hired at high salaries when we’re in a recession?

As the University of California confronts the challenges brought about by the global economic crisis, a number of questions 
about the University’s budget tend to come up routinely. And it’s no surprise. UC is a large institution engaged in a wide array 
of activities, each with its own funding sources and market dynamics. .e funding of UC is therefore complex.

To aid understanding, this document aims to provide members of the UC community with basic facts about how the University 
of California is funded. To illustrate a number of key issues, the document uses o/-repeated “myths” about the University’s 
funding sources as a starting point.

200708 EXPENDITURES FROM ALL FUND SOURCES
(dollars in millions)

UNIVERSIT Y of  CALIFORNIA

Clinics & Other Activities $1,523

28% CORE FUNDS

8% PRIVATE SUPPORT

19% GOVERNMENT CONTRACTS & GRANTS

42% SALES, SERVICES & AUXILIARIES

3% OTHER SOURCES

Student Fees $1,593

UC General Funds $577

State General Funds $3,257

Endowment Earnings $199
Private Gifts, Contracts, & Grants $1,313

Medical Centers $4,554

Auxiliaries & Extension $1,408

Extramural Activities $603

State Special & Extramural $353
Federal Appropriations & Extramural $2,292

DOE Laboratory Operations $1,008

Other $530
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UNIVERSITY OF CALIFORNIA  
STATEMENTS OF CASH FLOWS  
YEARS ENDED JUNE 30, 2009 AND 2008 (IN THOUSANDS OF DOLLARS)  

      UNIVERSITY OF CALIFORNIA   
  UNIVERSITY OF CALIFORNIA   CAMPUS FOUNDATIONS 
  
 2009 2008 2009  2008

CASH FLOWS FROM OPERATING ACTIVITIES 
Student tuition and fees  $  2,101,915 $ 1,916,970 
Grants and contracts 4,792,250 4,701,366
Medical centers 5,441,705 4,830,034
Educational activities 1,456,141 1,344,471
Auxiliary enterprises 1,135,646 1,130,832
Collection of loans from students and employees 46,649 47,675
Campus foundation private gifts   $ 387,261 $ 550,625
Payments to employees (9,790,445 ) (8,882,119 )
Payments to suppliers and utilities (5,232,710 ) (5,020,301 )
Payments for UCRP benefits (2,371 ) (22,204 )
Payments for retiree health benefits (244,387 ) (234,413 )
Payments for other employee benefits (1,840,797 ) (1,737,407 )
Payments for scholarships and fellowships (450,360 ) (427,558 )
Loans issued to students and and employees (54,394 ) (61,421 )
Payments to campuses and beneficiaries     (471,544 ) (546,557 )
Other receipts (payments) 377,118  466,665  (6,468 ) 8,191 

Net cash provided (used) by operating activities (2,264,040 ) (1,947,410 ) (90,751 ) 12,259 

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State educational appropriations 3,217,312 2,981,254
Gifts received for other than capital purposes:

Private gifts for endowment purposes 10,338 32,480 147,920 160,528
Other private gifts 660,890 702,648

Receipt of retiree health contributions from UCRP 14,512 16,952
Payment of retiree health contributions to UCRHBT (14,680 ) (15,569 )
Receipts from UCRHBT 232,460 209,363
Payments for retiree health benefits made on behalf of UCRHBT (233,242 ) (205,127 )
Student direct lending receipts 601,227 508,169
Student direct lending payments (601,227 ) (508,169 )
Other receipts (payments) (66,167 ) (13,831 ) (362 ) 2,832

Net cash provided by noncapital financing activities 3,821,423 3,708,170 147,558 163,360 

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Commercial paper financing:

Proceeds from issuance 891,647 527,807
Payments of principal (776,122 ) (527,807 )
Interest paid (7,514 ) (18,674 )

State capital appropriations 296,683 394,026
State financing appropriations 7,317 3,392
Capital gifts and grants 100,762 176,540
Proceeds from debt issuance 1,429,379 1,684,326
Proceeds from the sale of capital assets 1,454 9,057
Purchase of capital assets (2,875,925 ) (2,440,692 )
Refinancing or prepayment of outstanding debt (87,516 ) (663,888 )
Scheduled principal paid on debt and capital leases (472,186 ) (281,411 )
Interest paid on debt and capital leases (339,788 ) (316,021 )
Other receipts 31,348  

Net cash used by capital and related financing activities (1,800,461 ) (1,453,345 )

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales and maturities of investments 66,382,974 72,001,318 526,138 767,356
Purchase of investments (66,218,195 ) (72,889,296 ) (616,413 ) (1,030,345 )
Investment income, net of investment expenses 458,226 541,370 66,024 76,487 

Net cash provided (used) by investing activities 623,005  (346,608 ) (24,251 ) (186,502 )
Net increase (decrease) in cash and cash equivalents 379,927  (39,193 ) 32,556 (10,883 )

Cash and cash equivalents, beginning of year 108,016 147,209 150,660 161,543
Cash and cash equivalents, end of year $ 487,943 $ 108,016 $ 183,216 $ 150,660

See accompanying Notes to Financial Statements
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TABLE 2.  Total Employment Numbers at UC:  General Campus Sector
Personnel Classifications Oct 1996 Oct 2006 % CHANGE

SMG & MSP (Management) [M] 2,223 4,602 +107% <<< 

Academic Staff:
  Academic Administrators [S]    329    506 
  Regular Teaching Faculty–Ladder Ranks [0] 5,380 6,928 +29%
  Regular Teaching Faculty–Acting Ranks [1]      73      54
  Lecturers [2] 1,077 1,724 +60%
  Other Teaching Faculty [3]    400    462
  Student Assistants [4] 6,684 8,222 +23%
  Research [5] 3,514 5,081 +45%
  Librarian [6]    466    484
  Cooperative Extension [7]    395    332
  University Extension [8]    250    173
  Other Academic Personnel [9]    172    252
Sub-Total Academic Staff 18,742 24,218 +29%

Professional and Support Staff:
  Clerical & Allied Services [B] 15,836 13,718 -13%
  Communications-Arts & Graphics [D] 1,306 1,724 +32%
  Architecture, Engineering & Applied Svc [E]    793    848
  Fiscal, Management & Staff Svc [F] 6,043 10,884 +80%
  Food & Linen Services [C]    725 1,464 +102%
  Health Care & Allied Services [H]    864 1,180 +37%
  Maintenance, Fabrication, & Operations [G] 4,815 5,579 +16%
  Protective Services [J]    583    573
  Sciences, Laboratory & Allied Services [I] 2,540 2,504   -1%
  Student Services [A] 2,227 3,462 +55%
  Other [Z]    202    216
Sub-Total PSS 35,972 42,166 +17%

TOTAL Employment 56,937 70,985 +25%

Student Enrollment 141,522 191,912 +36%

Page 4
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Search Details
Text fields: Comma separated with prefixes e.g. "ben howland", "groundskeeper", "*chan *, "tedford, howland, neuheisel",
"pollan*michael*", "-medcomp, -gencomp", "!programmer ii ucd". 
Numeric fields: e.g. "27461.27, "<60000", ">400,000", "between 500,000 and 9,999,999"

Campus:

Employee Name:

Title:

Base Pay:

Overtime Pay:

Extra Pay:

Gross Pay: >200,000

Year(s) (comma separated): 2008  (available: 2004, 2005, 2006, 2007, 2008)

Include normally excluded records:

Update Results

Note: If an individual spent a partial year at UC, these data report the partial salary
actually paid. (e.g. Mark Yudof 2008)

3,643 results
Totals for this search:

Base Pay: $640,090,948.59 Average: $175,704.35

Overtime Pay: $1,153,256.36 Average: $316.57

Extra Pay: $384,738,143.51 Average: $105,610.25

Gross Pay: $1,025,981,928.46 Average: $281,631.05

Page 1 of 73
Sorted by gross pay

# Year Campus Name Title Base Pay Overtime
Pay Extra Pay GROSS PAY

1. 2008 BERKELEY TEDFORD , JEFF
HEAD COACH-
INTERCOLG
ATHLETICS

$225,000.02 $0.00 $2,117,314.50 $2,342,314.52

2. 2008 LOS
ANGELES

HOWLAND ,
BENJAMIN
CLARK

COACH, INTERCOL
ATHLETICS,HEAD $279,166.71 $0.00 $1,779,308.47 $2,058,475.18

3. 2008 LOS
ANGELES

BUSUTTIL ,
RONALD W

PROFESSOR-
MEDCOMP-A $306,708.84 $0.00 $1,469,694.87 $1,776,403.71
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4. 2008 SAN
FRANCISCO LEBOIT , PHILIP E PROF OF CLIN___-

MEDCOMP-A $191,100.00 $0.00 $1,383,292.00 $1,574,392.00

5. 2008 SAN
FRANCISCO

MCCALMONT ,
TIMOTHY H

PROF OF CLIN___-
MEDCOMP-A $160,399.92 $0.00 $1,413,094.05 $1,573,493.97

6. 2008 LOS
ANGELES

SHEMIN ,
RICHARD J

PROFESSOR-
MEDCOMP-A $233,415.00 $0.00 $1,166,585.04 $1,400,000.04

7. 2008 LOS
ANGELES

NEUHEISEL ,
RICHARD
GERALD

COACH, INTERCOL
ATHLETICS,HEAD $250,000.08 $0.00 $1,040,135.53 $1,290,135.61

8. 2008 SAN
FRANCISCO

AZAKIE ,
ANTHONY

ASSOC PROF IN RES-
MEDCOMP-A $126,615.00 $0.00 $971,973.00 $1,098,588.00

9. 2008 SAN
FRANCISCO

AMES ,
CHRISTOPHER P

ASO PROF OF
CLIN___-MEDCOMP-
A

$119,187.50 $0.00 $826,219.35 $945,406.85

10. 2008 BERKELEY MONTGOMERY ,
MICHAEL J.

HEAD COACH-
INTERCOLG
ATHLETICS

$183,712.47 $0.00 $734,849.97 $918,562.44

11. 2008 SAN DIEGO WEINREB ,
ROBERT N.

PROFESSOR-
MEDCOMP-A $403,946.82 $0.00 $465,489.47 $869,436.29

12. 2008 SAN
FRANCISCO

LAWTON ,
MICHAEL T

PROF IN RES-
MEDCOMP-A $148,791.24 $0.00 $672,677.20 $821,468.44

13. 2008 LOS
ANGELES

ESMAILIAN ,
FARDAD

HS CLIN PROF-
MEDCOMP-A $162,330.06 $0.00 $653,628.00 $815,958.06

14. 2008 LOS
ANGELES

REEMTSEN ,
BRIAN L

HS ASST CLIN PROF-
MEDCOMP-A $77,114.58 $0.00 $736,822.12 $813,936.70

15. 2008 UCOP BERGGREN ,
MARIE N

TREASURER OF THE
REGENTS $470,000.04 $0.00 $340,340.59 $810,340.63

16. 2008 SAN DIEGO JAMIESON ,
STUART W

PROFESSOR-
MEDCOMP-A $421,000.00 $0.00 $386,500.05 $807,500.05

17. 2008 DAVIS GERSHWIN ,
MERRILL E

PROFESSOR-
MEDCOMP-A $300,325.92 $0.00 $495,809.44 $796,135.36

18. 2008 SAN
FRANCISCO

PRUSINER ,
STANLEY B

PROFESSOR-
MEDCOMP-A $116,354.46 $0.00 $679,219.85 $795,574.31

19. 2008 SAN DIEGO SCHANZLIN ,
DAVID J.

PROF OF CLIN___-
MEDCOMP-A $328,942.08 $0.00 $464,058.23 $793,000.31

20. 2008 SAN
FRANCISCO VAIL , THOMAS P PROFESSOR-

MEDCOMP-A $160,368.00 $0.00 $619,632.00 $780,000.00

21. 2008 SAN DIEGO BRENNER ,
DAVID ALLEN

VICE CHAN
(FUNCTIONAL AREA) $521,000.04 $0.00 $251,249.96 $772,250.00

22. 2008 LOS
ANGELES

ARDEHALI ,
ABBAS

PROFESSOR-
MEDCOMP-A $157,560.06 $0.00 $603,296.98 $760,857.04

23. 2008 SAN DIEGO BRADLEY ,
WILLIAM G , JR

PROFESSOR-
MEDCOMP-A $241,267.14 $0.00 $514,885.04 $756,152.18

24. 2008 LOS
ANGELES

MAZZIOTTA ,
JOHN

PROFESSOR-
MEDCOMP-A $255,618.68 $0.00 $489,819.98 $745,438.66

25. 2008 DAVIS MUIZELAAR ,
JAN PAUL

PROFESSOR-
MEDCOMP-A $252,666.72 $0.00 $484,833.12 $737,499.84
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26. 2008 LOS
ANGELES

TABSH , KHALIL
M

HS CLIN PROF-
MEDCOMP-A $155,664.00 $0.00 $579,862.00 $735,526.00

27. 2008 SAN DIEGO TALAMINI ,
MARK A.

PROFESSOR-
MEDCOMP-A $217,337.92 $0.00 $510,312.18 $727,650.10

28. 2008 SAN DIEGO LIEKWEG ,
RICHARD J

ASSO V CHAN
(FUNCTL AREA)-
EXEC

$611,220.96 $0.00 $98,498.23 $709,719.19

29. 2008 DAVIS KIM , KEE D
ASO PROF OF
CLIN___-MEDCOMP-
A

$138,700.26 $0.00 $565,282.90 $703,983.16

30. 2008 SAN
FRANCISCO LARET , MARK R DIRECTOR (FUNCTL

AREA)-EXEC $694,171.84 $0.00 $8,984.51 $703,156.35

31. 2008 IRVINE STEINERT ,
ROGER F

PROF OF CLIN___-
MEDCOMP-A $194,600.06 $0.00 $506,364.97 $700,965.03

32. 2008 SAN
FRANCISCO

ASCHER , NANCY
L

PROFESSOR-
MEDCOMP-A $241,240.86 $0.00 $455,294.06 $696,534.92

33. 2008 SAN
FRANCISCO

KING ,
TALMADGE E ,
JR.

PROFESSOR-
MEDCOMP-A $148,104.11 $0.00 $538,209.80 $686,313.91

34. 2008 SAN
FRANCISCO

MCDERMOTT ,
MICHAEL W

PROF IN RES-
MEDCOMP-A $160,391.46 $0.00 $521,624.42 $682,015.88

35. 2008 IRVINE HOYT , DAVID
BUTLER

PROFESSOR-
MEDCOMP-A $315,900.00 $0.00 $365,350.05 $681,250.05

36. 2008 SAN DIEGO LAMBERTI ,
JOHN J.

HS CLIN PROF-
MEDCOMP-A $218,850.06 $0.00 $457,871.00 $676,721.06

37. 2008 LOS
ANGELES

GITNICK , GARY
L

PROFESSOR-
MEDCOMP-A $227,880.18 $0.00 $447,052.56 $674,932.74

38. 2008 DAVIS RICE , ANN
MADDEN

CHIEF EXEC
OFFICER - MED
CENTR

$566,975.04 $0.00 $98,616.00 $665,591.04

39. 2008 IRVINE BHATIA , NITIN
NARAIN

AST PROF OF
CLIN___-MEDCOMP-
A

$164,299.74 $0.00 $499,953.50 $664,253.24

40. 2008 LOS
ANGELES

ENZMANN ,
DIETER R.

PROFESSOR-
MEDCOMP-A $250,740.12 $0.00 $412,214.80 $662,954.92

41. 2008 LOS
ANGELES

VINUELA ,
FERNANDO

SRA IV -
SUPERVISOR $327,323.18 $2,900.47 $327,817.32 $658,040.97

42. 2008 LOS
ANGELES

DORRELL , KARL
JAMES

COACH, INTERCOL
ATHLETICS,HEAD $150,000.00 $0.00 $504,314.38 $654,314.38

43. 2008 IRVINE GUPTA , RANJAN PROFESSOR-
MEDCOMP-A $202,979.40 $0.00 $449,296.64 $652,276.04

44. 2008 SAN DIEGO MOORE ,
THOMAS R

PROFESSOR-
MEDCOMP-A $208,399.68 $0.00 $443,760.66 $652,160.34

45. 2008 SAN DIEGO MOOSSA ,
ABDOOL RAHIM

PROFESSOR-
MEDCOMP-A $348,492.09 $0.00 $302,157.90 $650,649.99

46. 2008 LOS
ANGELES

BECKER ,
DONALD P

PROFESSOR-FISCAL
YR-RECALLED $262,217.19 $0.00 $378,735.78 $640,952.97

BROWN , STUART PROFESSOR-
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INVESTMENT PERFORMANCE SUMMARY3

Notes: 

 Policy benchmarks are defi ned in Appendix 2.  Returns for periods less than one year are not annualized. Market values include accrued income except for STIP’s 
asset value which is stated at amortized book value plus accrued interest. The method of rounding may produce the appearance of minor inconsistencies in various 
totals and percentages, but the differences do not affect the accuracy of the data.

1. Total Assets include Other Endowments, CAM, and HIP assets and is net of the STIP balances in other portfolios. 

2. UC Entity benchmark is a blend of the indexes within the benchmarks of the funds in the table above, each weighted by the percentage it represents in the total 
assets.

September 30, 2009
 

CONSOLIDATED ASSETS

ALL RETURNS PRESENTED IN THIS REPORT ARE NET OF MANAGER FEES AND EXPENSES

                                                                                                                        
Total Return Annualized Total Return

Market Value 
($M)

Recent          
Quarter

Calendar       
YTD

One       
Year

Three   
Year

Five      
Year

Ten      
Year

UCRP  $35,734 12.20% 18.01% 1.34% -0.74% 3.68% 3.90%

Policy Benchmark 11.72% 17.47% 0.87% -0.75% 3.52% 3.35%

Variance to Benchmark +0.48% +0.54% +0.47% +0.01% +0.16% +0.55%

GEP  $5,607 10.04% 14.56% 0.63% 0.83% 5.50% 4.84%

Policy Benchmark 9.62% 14.76% 2.23% 2.27% 6.05% 4.61%

Variance to Benchmark +0.42% -0.20% -1.60% -1.44% -0.55% +0.23%

STIP  $7,651 0.74% 2.39% 3.44% 4.25% 4.17% 4.49%

Policy Benchmark 0.26% 0.70% 1.12% 2.90% 3.33% 3.44%

Variance to Benchmark +0.48% +1.69% +2.32% +1.35% +0.84% +1.05%

TRIP  $1,564 8.56% 17.07% 12.74% N/A N/A N/A

Policy Benchmark 9.29% 17.42% 12.01% N/A N/A N/A

Variance to Benchmark -0.73% -0.35% +0.73% N/A N/A N/A

403(b), 457(b) & Defi ned 
Contribution Plans’ Funds     $10,169 Fund performance available to Plan Participants through Netbenefi ts.Fidelity.com. 

Total Assets1  $60,569 9.49% 14.12% 1.56% 0.28% 3.99% N/A

Entity Benchmark2 9.09% 13.41% 0.90% 0.14% 3.74% N/A

Variance to Benchmark +0.40% +0.71% +0.66% +0.14% +0.25% N/A

Page 9

http://Netbenefits.Fidelity.com


Global Credit Research
New Issue
8 OCT 2007

New Issue: UC San Diego Medical Center, CA

MOODY'S UPGRADES UNIVERSITY OF CALIFORNIA'S SENIOR MOST RATING TO Aa1 FROM Aa2; OUT
REMAINS POSITIVE AT HIGHER LEVEL

Aa2 RATING ASSIGNED TO LIMITED PROJECT REVENUE BONDS, SERIES 2007; APPROXIMATELY 

$9 BILLION IN RATED DEBT AFFECTED 

University of California, CA
Higher Education
CA

Moody's Rating

Moody's Outlook Positive

Opinion

NEW YORK, Oct 8, 2007 -- Moody's Investors Service has upgraded the University of California's (UC's)
senior most rating to Aa1 from Aa2. The rating outlook remains positive. Various other bonds issued by the
University under other indentures have also been upgraded. Moody's has assigned a Aa2 rating with a
positive outlook to the University's Limited Project Revenue Bonds, 2007 Series D.

The upgrade of the University reflects the System's status as one of the premier academic institutions in the
world with a very large presence in research (largest university recipient of federal R&D funding), medical
care (over 140,000 discharges) and teaching (approx. 200,000 full-time equivalent students).

SUMMARY OF RATING ACTIONS:

General Revenue Bonds: Upgraded to Aa1/Positive from Aa2/Positive

Limited Project Revenue Bonds: Upgraded to Aa2/Positive from Aa3/Positive

Certificates of Participation: Upgraded to Aa1/Positive from Aa2/Positive

Research Facilities: Upgraded to Aa1/Positive from Aa2/Positive

Medical Center Pooled Bonds: Upgraded to Aa2/Positive from Aa3/Positive

Multiple Purpose Project Bonds: Affirmed Aa2/Positive

State Public Works Board Bonds: Affirmed Aa2/Positive

UC San Diego Medical Center Series 2000: Upgraded to Aa3/Positive from A1/Positive

Commercial Paper: Affirmed P-1

USE OF PROCEEDS: Fund housing projects at multiple campuses within system.

LEGAL SECURITY: For Limited Project Revenue Bonds: Lien on gross revenues of projects issued under

ISSUE RATING
Limited Project Revenue Bonds, 2007 Series D Aa2
Sale Amount $418,185,000
Expected Sale Date 10/10/07
Rating Description Public University Revenue
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indenture; subordinate lien to General Revenue Bonds; wide powers of borrower to add or remove projects
and revenues

INTEREST RATE DERIVATIVES: The University is an active user of various derivative instruments to
manage both its debt and its assets. Given the University's substantial liquidity, $5.9 billion of unrestricted
financial resources, strong operating cash flow in excess of $2 billion, and active treasury management, we
do not believe these derivative instruments pose a credit risk to the University inconsistent with the current
rating.

STRENGTHS:

*The University of California is one of the premier higher education systems in the world, serving over
200,000 students, conducting over $3 billion of research annually (excluding its role in managing several
national laboratories), and generating in excess of $4 billion of net patient revenue at its five academic
medical centers;

*Healthy and highly consistent operating performance, with operating cash flow in excess of $2 billion driven
by a highly diversified revenue stream with no single revenue source exceeding 26% of total revenues;

*Sizeable balance sheet that remains highly liquid, with $5.9 billion of unrestricted financial resources and
active treasury management monitoring a short-term investment pool approaching $8 billion in recent years;

*Management and board focus on long-term strategic planning, accountability, transparency, and improved
balance of central administrative controls versus individual campus autonomy, should enhance relationship
with State and continue growth in philanthropic and other external support;

CHALLENGES:

*The University as a whole faces significant capital needs that are likely to result in rising borrowing levels;
the Board of Regents has approved an additional $1 billion in various capital projects with associated debt
expected to be issued over the next few years; despite expectations for rising capital investment and debt,
we believe management and the board will remain prudent and focus on utilizing debt strategically while
reserving some future debt capacity as an important asset;

*Substantial exposure to healthcare sector (26% of operating revenues) and associated credit challenges,
including generally more volatile operating performance, high susceptibility to regulatory and government
payor changes, and unique stresses on California healthcare, including rapidly rising construction costs,
unionized labor, and seismic requirements;

*Retirement benefits are likely to be significant and require additional funding over time; the System is
expected to report a significant postretirement liability associated with GASB 45, and it is uncertain how the
System will manage this liability, although upfront funding or financing for the liability is not expected.

MARKET POSITION/COMPETITIVE STRATEGY: PREMIER ACADEMIC INSTITUTION, WITH LEADING
MARKET POSITIONS IN TEACHING, RESEARCH AND CLINICAL CARE

Moody's believes that the University of California's premier position in teaching, research and clinical care,
along with a clear role in the State's higher education system as the research intensive institution are vital
components of its credit strength. The University's enrollment exceeds 200,000 students, the largest such
single system in the country, with continued growth expected. UC maintains ten campuses with each campus
(other than the new Merced campus and the San Francisco specialized health sciences campus) enrolling
between 15,000 and 33,000 students. Through a strong emphasis on research, the University has achieved
unique success in rapidly developing multiple campuses ranked near the top in the country. Five of its
campuses are ranked in the top twenty universities in research funding according to the National Science
Foundation. While differences in selectivity rates and academic rankings remain between the campuses,
overall student demand is extraordinarily strong. Undergraduate selectivity ranges from just 24% to a high of
87% at the established campuses (excluding Merced). In-state demand is so strong, that UC does little
recruiting of freshman from out-of-state. Moodys views this as an untapped strategic asset because UC could
easily increase its student demand further if it followed national recruiting practices similar to most peer
universities.

Although the University has benefited from favorable demographic trends in the State over the last decade,
projections for the number of high school graduates call for a declining trend beginning this year through
2017. Overall, a 7% decline is expected from 2007 to 2017. However, we believe the University will
comfortably address this downturn as it is frequently the top choice of students and has historically done very
limited out-of-state recruitment for undergraduates. The University expects the rate of growth in
undergraduate enrollment to slow and will focus more heavily on increasing graduate enrollment as the
proportion of graduate students to total enrollment has fallen dramatically over the last several decades.
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The UC system collectively represents a vital part of the nation's research infrastructure, as evidenced by its
status as the largest university recipient of federal R&D spending in the country. Total grants and contract
revenue in FY2006 exceeded $4 billion, with research expenditures exceeding $3 billion. In FY2006,
approximately $1.6 billion of research funding was received from the National Institutes of Health. Three of
the campuses of the University are in the top ten recipients of total federal research and development
expenditures, and five are in the top twenty. Despite a significant slowdown in federal research funding and
rapidly increasing competitiveness for grants, UC has sustained positive trends in research expenditures and
revenues. The rate of growth in research expenditures has slowed over the last few years, but we believe the
University's premier reputation, ability to attract top faculty, and diversified campuses and research programs
will help the University sustain research trends.

Moody's has historically excluded the revenues and expenses associated with the University's operation of
several large federal government research labs. Beginning with FY2007, one of these lab's activities will no
longer be presented in the audited financial statements, reducing reported revenues and expenses by over
$2 billion. The financial impact on the System is limited as the revenues and expenses were largely pass-
throughs and the University will retain its management fee despite the change in reporting and organizational
structure.

The five academic medical centers collectively represent the third largest system of publicly-owned hospitals
in the nation, after the federal Veterans Administration system and New York City's Health and Hospital
Corporation. Each medical center faces unique challenges related to its specific markets, as well as general
challenges of operating in a highly regulated health care market in California. We believe the diversification of
credit risk across different markets is a credit strength, despite the remaining potential for volatility of the
health care sector overall. The medical centers generally provide the highest acuity clinical care in their
markets and provide a substantial amount of charity care, both factors which are likely to lead to ongoing
support from the University and from the State. The medical centers combined include over 5,000 faculty
physicians, 140,000 admissions and nearly 4 million outpatient visits. The Medical Centers largely borrow
under a pooled revenue pledge established within the last year. For more information on the medical centers
and the medical center pooled revenue bonds, please see our last report dated July 6, 2007.

OPERATING PERFORMANCE: GEOGRAPHIC AND REVENUE DIVERSITY SUPPORT HIGHLY
CONSISTENT AND FAVORABLE OPERATING PERFORMANCE

We expect the University to sustain favorable operating performance across the System, driven by highly
diversified revenues and a renewed focus on operational efficiencies. UC has generated an operating margin
averaging more than 4% for the last six years (since current GASB reporting standards were adopted) and in
FY2006 operating cash flow exceeded $2 billion. While the individual components of the University's
revenues each face their own challenges and potential volatility, we believe the diversity of revenue sources
and the geographic diversity within each revenue source should provide a large degree of stability for the
organization overall.

Patient care, the largest single revenue stream, makes up 26% of total revenues. However, these revenues
are spread across five academic medical centers in distinct markets within California, representing a
diversified market and public service presence throughout the state. There are clearly high degrees of
correlation for these medical centers, especially if an unfavorable downturn in performance was driven by
changes in Medicare or Medicaid funding levels, but we believe the geographic diversity is a meaningful
positive for the organization. The Medical Centers generally have very large ongoing capital projects,
including replacement facilities. While operating performance has remained very high across the system, we
believe performance is likely to moderate in the future.

Similarly, grants and contracts revenues, primarily for research, may face some challenges given shifting
federal funding for research and typically more volatile corporate and foundation funding. However, as
discussed above, the research revenues are diversified by campus and by granting agency, with some
concentration from NIH. The University has demonstrated a willingness and ability to work with corporate and
other non-federal research funding sources, which should aid its ability to sustain growth in this area.

Net tuition and student related auxiliary revenues account for less than 15% of revenues. While trends in
enrollment and net tuition rates remain positive, we believe constraints on future growth in this area will
largely be mission-based and politically driven as market drivers would likely allow the University to grow
tuition revenues at even higher rates than recent years, especially if the University was willing to seek out a
greater proportion of out-of-state students.

Funding from the State of California (debt rated A1) has been healthy in recent years and in-line with a
compact reached several years ago that outlined state levels of support for the University over a multi-year
period. In FY2007, state appropriations increased by 8.6% over the prior year, including a variety of funding
types. In FY2008, the University's state funding is budgeted to increase by 6.4%. However, the state
economy is growing more slowly than it did in 2005 and 2006. Personal income is holding up, as is non-
residential building. But the residential housing market is in a significant downturn, and shows no sign of
improving in the near future. The housing market slump is affecting the rest of the economy, with certain
employment sectors struggling (particularly housing and financial activities) and sales tax revenues
dwindling. Since the May Revision to the State's revenue forecasts, actual tax revenue collections for the first
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month of fiscal 2008 have come in below forecast. Total tax revenues came in 16% below the May Revise for
the month of July, with sales tax revenues showing the most significant decline. Personal income taxes were
also below forecast.

The state's outyear forecast predicts a budget gap of more than $5 billion in 2009. If revenues continue to
come in below forecasts, this could cause some concerns for future University funding. The University and
State have made significant progress in building consensus around University funding levels and the
importance of the University System to the State's economy. In addition, the State's support now accounts for
less than 17% of operating revenues and were just 126% of operating cash flow in FY2006. Therefore,
combined with additional tuition flexibility, we believe the University is very well positioned to deal with short-
term fluctuations in state operating support.

BALANCE SHEET POSITION: BALANCE SHEET RESOURCES CONTINUE TO GROW AT RAPID RATE,
SUPPORTING CAPITAL INVESTMENT AND ADDITIONAL LEVERAGE OVER TIME

Moody's believes that the University's demonstrated ability to grow financial resources through operating
performance, investment returns and philanthropy should support planned strategic capital investments and
additional leverage. UC's financial resources have grown from approximately $11 billion in FY2002 to over
$15.5 billion in FY2006. Expendable financial resources have grown from less than $8 billion to over $13
billion over the same time period.

Resource growth has partially been driven by fundraising success across the campuses. The University
reports total private giving in FY2006 approached $1.3 billion with over $10 billion raised in the last decade.
Each campus maintains its own development effort and typically campuses are at varying stages of
fundraising campaigns at any one time, which tends to reduce the volatility of giving for the System as a
whole. The majority of gifts in FY2006 were restricted for various operating purposes and campaigns at many
campuses are focused on building endowment for financial aid and for faculty support, including endowed
chairs. The University generates a limited amount of giving for annual unrestricted funds, but this will become
more of a focus in the future.

UC has also revamped its investment practices over the last several years, with a significant increase in
diversity of asset classes and managers, as well as a repositioning of investment staff to focus on new
alternative investments. The University's investment office is responsible for the short-term investment pool
(STIP), the UC Retirement Plan Funds, the Defined Contribution plans and the Endowment Funds. In total
the office manages in excess of $70 billion of assets, although the endowment and STIP are the primary
drivers of the University's net asset growth. As recently as FY2000, the University's endowment was invested
in just two primary asset classes (domestic equity and domestic fixed income). Over the last few years, the
endowment asset allocation has been vastly diversified, which we believe reduced the overall risk of large
fluctuations in the value of the pool. The long-term targets for the endowment pool would bring alternative
assets (including hedge funds, real estate and private equity) to 35% of the total, with domestic and
international equity accounting for another 45% of total assets. The University's overall exposure to private
and leveraged investment strategies is still comparatively low and UC reports no material impact from the
recent turbulence in credit markets.

The STIP pool represented nearly $8 billion at June 30, 2007, invested 100% in a variety of fixed income
instruments including over $3.5 billion of treasury and federal agency debt. Another $4 billion was invested in
short-term corporate notes and commercial paper. The University does not have exposure to asset-backed
commercial paper programs that underwent a significant loss of liquidity this summer. Management is
currently studying investing a portion of the STIP pool in longer term assets, which may included various
types of equity instruments. We believe the University is more conservatively invested and more liquid than
many peer organizations and do not believe credit quality would be harmed by this potential change. In fact,
over the long-term, if the University is successful in generating a higher level of return on the investment pool
without sacrificing significant amounts of liquidity, the changes may be favorable for credit quality.

With expendable financial resources covering pro-forma debt by 1.4 times, and debt service consuming only
3.6% of operating expenses, we believe the University retains significant additional debt capacity. In addition,
$1.8 billion of the $9.2 billion of direct debt included in our ratios, are issued as State Public Works Board
Bonds secured by lease payments of the University but historically paid by the State of California, reducing
their consumption of the University's debt capacity.

We believe the University and Board have taken a prudent approach to reviewing debt capacity, engaging
external studies on debt capacity and treating debt capacity as an asset that should be deployed carefully.
We view this deliberative process as a credit positive. While we do expect debt levels to grow, we believe the
University can comfortably absorb its future debt and capital plans. The University expects to issue
approximately $350 million of general revenue bonds later this year and the Board has approved an
additional $770 million of projects that are expected to be partially financed by debt issued in FY2009 and
beyond.

A summary of the University's debt structure is below:

General Revenue Bonds: The senior-most pledge of the University, including a broad pledge of gross
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revenues and used for the most "core" projects of the System. Approximately $3.7 billion of bonds
outstanding with annual pledged revenues of $5.8 billion in FY2006. Rated Aa1/Positive

Limited Project Revenue Bonds: Primarily finances auxiliary services such as housing and parking.
Approximately $1.4 billion outstanding, including the current issue. Pledged revenues are subordinate to the
general revenue bonds and only include the gross revenues generated by projects financed by the indenture.
Overtime, the revenue base is expected to grow, enhancing bondholder security. Revenues were nearly
$260 million in FY2006, but should expand considerably when the currently financed projects are completed
in FY2010. Rated Aa2/Positive

Medical Center Pooled Revenue Bonds: Secured by gross revenues of academic medical centers.
Approximately $735 million of debt outstanding. Pledge is subordinate to limited amount of debt previously
issued and secured by revenues of individual medical centers. These senior bonds are expected to be
refinanced over time, with approximately $480 million remaining outstanding, primarily at the UC Davis
Medical Center. Rated Aa2/Positive

State Public Works Board Bonds: Bonds are secured by the base rent payments of the University under a
lease agreement. In practice, debt service has been appropriated and paid by the State. Approximately $1.8
billion of debt outstanding. Rated Aa2/Positive.

Commercial Paper: Rated P-1 and supported by the University's own liquidity, including the vast resources of
its short-term investment pool. Holdings of US Treasury securities and federal agency debt far exceed the
amount of commercial paper outstanding and the University's treasury function is highly active and positioned
to respond to any necessary funding requirements.

Individual Medical Center Bonds: No additional bonds expected to be issued under these indentures, with
approximately $480 million of bonds outstanding. Bonds are secured by the revenues of individual medical
centers. UCSD bonds are rated Aa3/Positive with $54 million outstanding.

Multiple Purpose Projects Revenue Bonds: No additional bonds expected to be issued under this indenture,
with approximately $306 million remaining outstanding. Secured by revenues of projects financed under the
indenture ($690 million of revenue in FY2006) Rated Aa2/Positive

Certificates of Participation: No additional bonds expected to be issued under this indenture, with
approximately $8 million outstanding. Secured by "lawfully available funds." Rated Aa1/Positive

Research Facility Bonds: No additional bonds expected to be issued under this indenture, with approximately
$20 million outstanding. Secured by revenues from renting the facility, indirect cost recoveries. Rated
Aa1/Positive.

Outlook

The positive outlook reflects the University's overall market, operational, and balance sheet strength

What Could Change the Rating - UP

Continuation of current trends of financial resource growth, favorable operating performance and further
evidence that debt issuance will rise but remain manageable within the context of budget and balance sheet
growth.

What Could Change the Rating - DOWN

Dramatic rise in borrowing well beyond current expectations; Sharp reductions in State operating and capital
support that extends for multiple years and is not offset by other revenue growth

KEY INDICATORS (FY 2006 financial data, Fall 2006 enrollment)

FTE Enrollment: 191,697

Total Resources: $15.5 billion

Total Pro-forma Direct Debt: $8.9 billion

Expendable Resources to Pro-Forma Debt: 1.4 times

Expendable Resources to Operations: 0.86 times
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Average Operating Margin: 4.6%

Reliance on the State: 17%

State of California Rating: A1, Stable

CONTACTS

The University of California: Mrs. Anne Broome, Vice President - Financial Management, 510-987-0931 or
Ms. Jean Ham, Senior Finance Officer, 510-987-9662

Underwriter: Lehman Brothers, Mr. John Augustine, 212-526-5436
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