
AGENDA 
 

COMMITTEE ON FINANCE 
 

Meeting: 1:30 p.m., Tuesday, March 19, 2013 
  Glenn S. Dumke Auditorium 
 

 William Hauck, Chair 
 Roberta Achtenberg, Vice Chair 
 Rebecca D. Eisen 
 Douglas Faigin 
 Kenneth Fong 
 Margaret Fortune 
 Steven M. Glazer 
 Henry Mendoza 
 Lou Monville 
 Ian Ruddell 
 Glen O. Toney 
 
Consent Items 

Approval of Minutes of Meeting of January 22, 2013 
 
Discussion Items 

1. Report on the 2013-2014 Support Budget, Information 
2. List of Factors for Future Considerations of Fee Changes per AB 970, Action  
3. California State University Annual Debt Report, Information 
4. Approval to Issue Trustees of the California State University, Systemwide 

Revenue Bonds and Related Debt Instruments for a Student Housing Project at 
California State University Northridge, Action 



MINUTES OF THE MEETING OF 
COMMITTEE ON FINANCE 

 
Trustees of The California State University 

Office of the Chancellor 
Glenn S. Dumke Conference Center 

401 Golden Shore 
Long Beach, California 

 
January 22, 2013 

 
Members Present 
 
Roberta Achtenberg, Vice Chair 
Edmund G. Brown, Jr., Governor 
Rebecca D. Eisen 
Kenneth Fong 
Margaret Fortune 
Steven M. Glazer 
Henry Mendoza 
Lou Monville 
Gavin Newsom, Lt. Governor 
Jillian Ruddell 
Timothy P. White, Chancellor 
 
Approval of Minutes 
 
The minutes of November 14, 2012 were approved by consent as submitted. 
 
Public Speakers 
 
The committee heard from the following individuals:  Pat Gantt, president, CSUEU, commented 
on the structure of the CSU budget and that the benefits of Proposition 30 will eventually expire.  
Every action by the legislature and the governor has benefits and consequences and encouraged 
the board to think diligently about the future and to look for long-term funding solutions; Carol 
Shubin, professor of mathematics, California State University, Northridge, commented on the 
mission of the CSU and how everyone has a part in supporting that mission. 
 
Report on the Support Budget, 2012-2013 and 2013-2014 Fiscal Years 
 
Dr. Benjamin F. Quillian, Executive Vice Chancellor and Chief Financial Officer, reported that 
the governor had issued the state’s 2013-2014 budget proposal, which would increase funding 
for education.  The CSU is already engaged in making changes and creating efficiencies called 
for in the governor’s proposal.  Additionally, the proposal devotes $10 million for technology to 
increase the number of courses available on-line.   
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Dr. Quillian reminded the Board that the passing of Proposition 30 resulted in no additional 
reductions in the CSU budget, however, it did not restore any of the $750 million reduction in 
state allocation to the CSU for 2012-2013. 
 
Dr. F. King Alexander, president of California State University, Long Beach, presented 
nationwide comparisons showing the CSU as one of the most efficient university systems with 
some of the lowest tuition fees.  It also showed that the amount the CSU spends per student falls 
well below the national average.  The CSU serves some of the neediest and lowest income 
students, yet is among the nation’s best in keeping students out of debt. 
 
Mr. Edmund G. Brown, Jr., governor of California, commented that his 2013-2014 budget 
proposal will help fund school districts with a higher number of lower-income children. 
 
Mr. Robert Turnage, assistant vice chancellor for budget, reported that in 2013-2014, the state 
will provide $125 million of replacement revenue for the $132 million loss of fee revenue due to 
the roll-back of tuition fee rates to 2011-2012 levels with the passing of Proposition 30.  A 
significant change in the governor’s 2013-2014 proposal is the CSU managing the debt service 
on lease revenue bonds and general obligation bonds.   
 
Trustee Glazer inquired about the potential amount by which CSU could reduce spending if it 
were to negotiate an employer-employee cost-share of health benefit premiums equivalent to the 
current cost-share for the state government. Mr. Turnage stated that  lowering the CSU’s 
employer contribution to the same rate that the state contributes would reduce CSU  annual 
spending by approximately $70 million.  This potential amount, however, would be subject to 
the collective bargaining process.   
 
Trustee Cheyne noted that state workers may pay a larger percentage of their health benefits but 
they also receive pay increases on a yearly basis, versus CSU employees who have not had a 
raise in a long time.  Trustee Achtenberg concurred. 
 
Trustee Fortune asked what revenue sources are attached to the increased funding.  Mr. Turnage 
replied that the revenue is from the state general fund as the governor indicated in his budget 
plan. 
 
Dr. Timothy P. White, chancellor of California State University, stated that the CSU will be 
collecting input from its constituents and will present a “working plan” on the CSU support 
budget at the next board meeting. 
 
Trustee Achtenberg adjourned the Committee on Finance.  
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COMMITTEE ON FINANCE 
 

Report on the 2013-2014 Support Budget  
  
Presentation By 
 
Benjamin F. Quillian    
Executive Vice Chancellor and 
Chief Financial Officer 
 
Robert Turnage 
Assistant Vice Chancellor 
Budget 
 
Background 
 
At the November 13-14, 2012 meeting of the Board of Trustees, the board approved the 2013-14 
support budget request.  That budget request called for an increase of $441.8 million, including 
$371.9 million from state funds and $69.9 million of net student fee revenues tied to enrollment 
growth.  The approved uses of the increase are as follows. 
 

• $48.2 million for mandatory cost increases (health benefits, new space, and energy) 
• $58.0 million for Graduation Initiative and Student Success 
• $86.3 million for a 3 percent compensation increase pool  
• $155.8 million for 5 percent enrollment growth  
• $50.0 million for urgent maintenance needs 
• $20.0 million for information technology infrastructure upgrade and renewal 
• $23.0 million for instructional equipment replacement 
• $0.5 million for Center for California Studies 

As discussed at the January Board of Trustees meeting, Governor Brown issued his 2013-14 
budget proposal in January.  In addition to the combination of adjustments and expectations 
explained at the last board meeting, the Governor’s proposal provides an additional $125.1 
million in State support, $10 million of which is to be used to increase the number of courses 
available to matriculated undergraduates through the use of technology.  This agenda item 
presents a reduced expenditure plan to align budgeted spending with the Governor’s proposal. 
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Proposed Expenditure Plan 
 
 
Using Technology to Address Curricular “Bottlenecks” $10 million 
 
The CSU has identified a number of courses that create bottlenecks for students, ultimately 
slowing down their time to degree.  This funding will address the various types of bottlenecks 
experienced across the CSU and will use technology to:  
 

• Re-design courses with high failure rates, thus reducing the seats needed for students 
repeating the course and allow students a faster path toward graduation;  

• Scale-up best practices around the system in the use of hybrid teaching (combining 
elements of online and in-person instruction), web-based “virtual laboratories”, open 
source and electronic textbook use, and online teaching; and 

• Upgrade student systems to provide support through electronic advising, optimized 
scheduling, and clearer degree pathways for all students.   

Campuses will respond to a Request for Proposals (RFP) detailing their plan for addressing 
bottlenecks and improving academic student services. 
 
Mandatory Costs $48.2 million 
 
It will be necessary to use a portion of the augmentation to meet anticipated mandatory costs.  
Mandatory costs are the expenditures the university must pay regardless of the level appropriated 
by the state.  These costs include the most recent increases for employee health benefits, 
operation and maintenance of newly constructed space, and energy.  Without funding for the 
mandatory cost increases, campuses would have to redirect resources from other program areas 
to meet the obligations. Funding mandatory costs preserves the integrity of the CSU programs. 
 
Employee Compensation Pool $38.0 million 
 
At this juncture, there are critical salary-related concerns across CSU employee groups that 
require attention by the CSU leadership and in the collective bargaining process.  Reduced levels 
of funding from the State over recent years and the necessary priority given to preserving the 
quality of academic programs, student services, and public safety have prevented the CSU from 
providing general compensation increases since June 30, 2008 for faculty and since 2007 for all 
other CSU employees.  In fiscal year 2009-10 furloughs were imposed, and CSU employees 
experienced a 9 percent salary reduction.  The proposed pool will provide resources to begin 
addressing the pressing need to compensate employees fairly for the work they perform and 
enhance the CSU’s ability to recruit and retain top quality faculty and staff.  $38 million amounts 
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to approximately a 1.2 percent increase in the total CSU compensation to employees.  However, 
the distribution of the pool to various groups will depend on market factors, the collective 
bargaining process, and other factors.  It is not anticipated that all employee categories will 
receive raises or receive the same amounts.   
 
Enrollment Growth $21.7 million 
 
Many CSU campuses are experiencing record levels of applications for Fall 2013. In spite of 
this, state budget cuts in recent years have constrained the ability of the CSU to admit eligible 
applicants. For example, in Fall 2011, the CSU had to turn away almost 22,000 CSU-eligible 
high school seniors and community college transfers.  In addition, state budget cuts forced the 
CSU to close the Spring 2013 application cycle (with some narrow exceptions at ten campuses).  
As a partial consequence, community college transfer applications for Fall 2013 are up by 15.5 
percent over the prior fall.  A total of 314,100 individuals have applied to CSU campuses for Fall 
2013, an increase of over 22,600, or 7.8 percent.  
 
Restoring access to baccalaureate and master’s instruction at the CSU is a vital and urgently 
needed investment for the sake of students themselves and for the sake of California’s economic 
recovery and workforce development. The board’s approval last November of a 5 percent 
increase in state-assisted enrollment was easily justified on the basis of burgeoning demands.  
This revised request attempts to achieve a balance between various critical program needs and a 
constrained proposed budget augmentation from the state.  
 
The revised budget plan of $21.7 million of new state funding will allow growth in state-assisted 
enrollment in the CSU system by 1.45 percent.  This will allow the enrollment of about 5,700 
more individual students than would otherwise be possible. The distribution of state funds to the 
campuses is based on consultation with the campus presidents and includes particular attention to 
the need to increase enrollments of the smaller campuses with capacity to grow and facilities 
sufficient to accommodate the growth.  Consideration was also given to campuses located in 
areas of particularly high application demand.  
 
Student Access and Success Initiatives $7.2 million 
 
This funding will be used to address key factors that impact student access and success such as 
reducing time to degree, closing the achievement gap and improving graduation rates.  
Systemwide objectives will guide campus proposals to scale up existing best practices or 
implement new and innovative strategies to enhance academic advising; improve student 
services focused on retention and shortened time to degree; and close the achievement gap 
through targeted academic and student support, specifically to underserved and under-prepared 
first time freshman.   
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Summary 
 
After consulting with the campus presidents, as well as the Systemwide Budget Advisory 
Committee, regarding the most pressing needs, the above recommendations are presented for the 
consideration and input of the Board.  Executive Vice Chancellor and Chief Academic Officer 
Ephraim Smith and Executive Vice Chancellor and Chief Financial Officer Benjamin Quillian 
are seeking alternative ways to address needed information technology upgrades and renewals, 
as well as critical maintenance of facilities and the replacement of instructional equipment.  This 
will involve a review of undesignated cash balances and the results of increased operational 
efficiencies.  However, it is unlikely resources will be available to fully fund all of those areas 
approved for funding by the Board.     
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COMMITTEE ON FINANCE 

 
List of Factors for Future Considerations of Fee Changes per AB 970  
 
Presentation By 
 
Robert Turnage 
Assistant Vice Chancellor 
Budget 
 
Background 
 
Assembly Bill (AB) 970 was signed into law by Governor Brown last September and took effect 
January 1, 2013. The legislation established a set of procedures and limitations with regard to the 
consideration and timing of increases in “mandatory systemwide fees” by the CSU and the 
University of California.  At this time the CSU is not considering an increase in tuition fees or 
any other mandatory systemwide fees. This agenda item addresses a specific provision of AB 
970 that requires the respective university boards, on or before April 2, 2013, to adopt “…a list 
of factors that shall be taken into consideration when developing recommendations to adjust 
mandatory systemwide fees.” The legislation specifies that the factors include, at a minimum, 
levels of state support for the CSU, total cost of attendance for students, impacts on various 
categories of students—including historically underrepresented students and low- to middle-
income students—as well as efforts to mitigate impacts.  
 
Recommendation 
 
The following resolution adopting a list of factors, as required by AB 970, is recommended for 
adoption by the Board of Trustees. The recommended list of factors was developed by staff in 
consultation with representatives of the California State Student Association, as required by AB 
970. 
 

RESOLVED, by the Board of Trustees of the California State University, the 
adoption of the following:   
 
List of Factors in Considering Adjustments to CSU Mandatory Systemwide 
Fees 
 

• The legislature in 2010 reaffirmed “access, affordability and high quality” 
as “…the essential tenets of the master plan…” [Education Code Section 
66002 (d)]  Adjustments to mandatory systemwide fees at the CSU should 
always be considered with these three master plan goals in mind. 
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• The state has a historic commitment to fund the master plan. State law 

affirms this commitment specifically with regard “…to provide an 
appropriate place in California public higher education for every student 
who is willing and able to benefit from attendance.” [Education Code 
Section 66201]  State law affirms this commitment specifically with 
regard to providing “…adequate resources to support enrollment 
growth…” and that the annual state budget act contain appropriations 
necessary to accommodate all California residents who are continuing 
undergraduate students or eligible for admission as freshmen or 
sophomores or transfers from community colleges. [Education Code 
Section 66202.5]  Adjustments to mandatory systemwide fees should be 
based on consideration of the extent to which the state is meeting the 
above commitments. 
 

• Consideration shall be given to whether a fee adjustment is necessary, in 
combination with existing levels of state support, to assure adequate 
resources to admit all California resident CSU-eligible undergraduate 
applicants, and to provide all students with necessary courses, high-quality 
programs and support services that lead to improved student success and 
timely graduation.  
 

• Adjustments to mandatory systemwide fees shall take into consideration 
the level of state support the university receives, total costs of student 
attendance, potential impacts on underrepresented and low to middle-
income students, as well as efforts to mitigate impacts. [Education Code 
Section 66028.4 (a)] 
 

• Consideration shall be given to the percentage of CSU baccalaureate 
recipients who graduate with education loan debt, the average amount of 
that loan debt, and how these measures compare with state and national 
averages. Consideration also shall be given to the availability of financial 
aid, including work-study, tax credits and institutional financial aid. 
[Education Code Section 66028.2 (a)] 
 

• Consideration shall be given to the extent to which fee rates and 
institutional financial aid practices are maximizing the availability of 
federal financial aid, including tax credits, for CSU students and families. 
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• Consideration shall be given to comparisons of fee rates, as well as net 

costs of attendance, with other public higher education institutions in the 
state and the nation. 
 

• Consideration shall be given as to whether adjustments to the fee structure 
would promote improvements in access to necessary courses, successful 
course completion, improved time to degree and graduation rates.  
 

• Consideration shall be given as to whether the fee structure maintains 
adequate differentials between undergraduate and 
graduate/postbaccalaureate fees, in recognition of longstanding Board of 
Trustees policy, state priorities for access to baccalaureate education, 
typically higher costs of graduate/postbaccalaureate programs and 
typically higher benefits accruing to master’s and doctoral degree 
recipients.  
 

• If the state provides stable and predictable increases in funding, 
consideration shall be given to fee increases that are moderate, gradual, 
predictable and with ample notice to students. 
 

• The Board of Trustees shall consider adjustments to mandatory 
systemwide fees and amendments to principles governing consideration of 
these fees only after appropriate consultation with the designated student 
association has taken place, as required by state statute and CSU fee 
policy. [Education Code Sections 66028.3 and 66028.4 (b)] 
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COMMITTEE ON FINANCE 

 
 
California State University Annual Debt Report 
 
Presentation By 
 
George V. Ashkar 
Assistant Vice Chancellor 
Financial Services 
 
Summary 
 
This agenda item reports on the debt of the California State University Systemwide Revenue 
Bond (SRB) program, issued in accordance with the CSU Policy on Financing Activities.  
 
Background 
 
The Systemwide Revenue Bond (SRB) program, under the provisions and authorities of The 
State University Bond Act of 1947 (Education Code Sections 90010-90081), was established by 
the board at its March 2002 meeting. At the same meeting, the board also amended the CSU 
Policy on Financing Activities to recognize the principles that established the basis for the SRB 
program, established aspects of how auxiliary organization financings would occur in the future 
as part of the program, and provided the Chancellor with additional authority to establish 
management procedures to administer the program to ensure that the objectives of the SRB 
program would be met. In July 2003, following extensive consultation with campus Presidents 
and Chief Financial Officers, the Chancellor issued Executive Order 876 to establish more 
detailed management procedures to campuses. In October 2006, the chancellor issued Executive 
Order 994, which refined and superseded Executive Order 876. Executive Order 994, which 
incorporates the CSU Policy on Financing Activities RFIN 03-02-02, is included herein as 
Attachment A. 
 
The SRB program provides capital financing for revenue-generating projects of the CSU—
student housing, parking facilities, student union facilities, health center facilities, continuing 
education facilities, and certain auxiliary projects. Revenues from these projects are used to meet 
operational requirements for the projects and are used to pay debt service on the bonds issued to 
finance the projects. The strength of the SRB program is its consolidated pledge of gross 
revenues to the bondholders, which has improved credit ratings and reduced the CSU’s cost of 
capital. 
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SRB Portfolio Profile 
 
As of June 30, 2012 and December 31, 2012, the outstanding SRB debt of the CSU was 
approximately $3,543,000,000 and approximately $3,605,000,000, respectively.  
 
Other key characteristics of the SRB portfolio are as follows: 
 

Debt Ratings:    Aa2 (Moody’s) 
     A+ with a Positive Outlook (Standard & Poor’s) 
 
Weighted Average Cost of Capital: 4.55% 
 
Weighted Average Maturity:  15.0 Years 
 
Interest Rate Mix:   100% Fixed Rate 

 
SRB Operating Performance and Debt Service Coverage Ratios 
 
For the fiscal years ended June 30, 2010, June 30, 2011, and June 30, 2012, operating 
performance and debt service coverage ratios for the SRB program were as follows (amounts in 
millions) 
 

 June 30, 2010 June 30, 2011 June 30, 2012 
Operating Revenues $1,184 $1,313 $1,375 
Operating Expenses                863                918                999 
Net Revenues 321 395 376 
Annual Debt Service 181 205 226 
Debt Service Coverage1 1.77                 1.93                  1.66 

 
(1) The minimum benchmark for the system, as established by Executive Order 994, is 1.45.  

 
2012A and 2012B SRB Issuance 
 
In August 2012, the CSU issued $452,920,000 of Systemwide Revenue Bonds. Of this amount, 
$122,350,000 was issued for new money projects, including approximately $20 million to pay 
off commercial paper. At the time of the sale, the most widely used tax-exempt interest rate 
index was near an all-time low, resulting in an all-in true interest cost for the new money 
component of the bond issuance of 3.69%. The CSU also took advantage of the low interest rate 
environment and issued $330,570,000 in bonds to refund existing SRB and auxiliary debt, 
producing net present value savings of $52.7 million, or 14.9% of the refunded bonds. The 
refunding of debt will benefit seventeen campuses and will save SRB programs across the 
system approximately $3.0 million in combined cash flow per year. 
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COMMITTEE ON FINANCE 

 
Approval to Issue Trustees of the California State University, Systemwide Revenue Bonds 
and Related Debt Instruments for a Student Housing Project at California State University 
Northridge 
 
Presentation By 
 
George V. Ashkar 
Assistant Vice Chancellor 
Financial Services 
 
Summary 
 
This item requests the Board of Trustees to authorize the issuance of Systemwide Revenue 
Bonds and the issuance of Bond Anticipation Notes to support interim financing under the 
commercial paper program of the California State University in an aggregate amount not-to-
exceed $24,075,000 to provide financing for a student housing project at the CSU Northridge.  
The board is being asked to approve resolutions related to the project.  The long-term bonds will 
be part of a future Systemwide Revenue Bond sale and are expected to bear the same ratings 
from Moody’s Investors Service and Standard and Poor’s as the existing Systemwide Revenue 
Bonds.   
 
The project is as follows: 
 
Northridge Student Housing, Phase II 
 
The Northridge Student Housing project was approved by the board in May 2011 as part of the 
2012/13 Nonstate Capital Outlay program and is also being presented to the board at this 
meeting for schematic approval during its Committee on Campus Planning, Buildings and 
Grounds. The Housing Proposal Review Committee , a seven member committee made up of a vice 
president of student affairs, two vice presidents of administration and finance, two housing directors, 
a director of a campus auxiliary organization, and chaired by a campus president, reviewed the 
housing plan in March 2012 and provided a positive recommendation for the project.  The proposed 
400 bed facility will consist of double occupancy rooms, study lounges, social/community rooms 
and laundry facilities totaling approximately 88,000 gross square feet. In addition, a 6,000 gross 
square foot community center comprised of multipurpose spaces, administration space, a 
learning center, recreation space, and a coffee house will be constructed. The project will be 
located within the University Park student housing complex, in the north-eastern quadrant of 
campus. The site is currently occupied by parking lot F8, an underutilized 900 space lot, which 
consistently uses no more than 50 spaces.  Parking needs will be met through existing parking 
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within the University Park complex and adjacent surface lot F10 located within a short distance 
from the project site.  
 
The not-to-exceed par value of the proposed bonds is $24,075,000 and is based on a total project 
budget of $34,416,000 with a housing program reserve contribution of $12,705,950. Additional 
net financing costs (estimated at $2,364,950) are to be funded from bond proceeds.  Good bids 
were received in January for design-build delivery of the project.  The project is scheduled to 
start construction November 2013 with completion in April 2015. 
 
The following table summarizes key information about this financing transaction. 
  
Not-to-exceed amount $24,075,000 
Amortization Approximately level over 30 

years 
Projected maximum annual debt service $1,565,750 
Projected debt service coverage including the new project:  
Net revenue – Northridge pledged revenue programs: 1 
Net revenue – Projected for the campus housing program: 
 

 
2.20 
1.72 

  
1. Combines 2011/12  information for all of the campus’ pledged revenue programs and projected  2015/16 operations of the project with 

expected full debt service.   

The not-to-exceed amount for the project, the maximum annual debt service, and the ratios above 
are based on an all-in interest cost of approximately 5.28%, reflective of adjusted market 
conditions plus 100 basis points as a cushion for changing financial market conditions that could 
occur before the permanent financing bonds are sold. The financial plan includes level 
amortization of debt service, which is the CSU program standard. The campus financial plan 
projects a program net revenue debt service coverage of 1.72 in the first full year of operations in 
2015/16, which exceeds the CSU benchmark of 1.10. When combining the project with 2011/12 
information for all campus pledged revenue programs, the campus’ overall net revenue debt 
service coverage for the first full year of operations is projected to be 2.20, which exceeds the 
CSU benchmark of 1.35.  
 
Trustee Resolutions and Recommended Action 
  
Orrick, Herrington & Sutcliffe LLP, as bond counsel, is preparing resolutions to be presented at 
this meeting that authorize interim and permanent financing for the projects described in this 
agenda.  The proposed resolutions will be distributed at the meeting and will achieve the 
following: 
 

1. Authorize the sale and issuance of Systemwide Revenue Bond 
Anticipation Notes and the related or stand-alone sale and issuance of the 
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Trustees of the California State University Systemwide Revenue Bonds in 
an aggregate amount not-to-exceed $24,075,000 and certain actions 
relating thereto. 

 
2. Provide a delegation to the Chancellor; the Executive Vice Chancellor and 

Chief Financial Officer; the Assistant Vice Chancellor, Financial Services; 
and the Senior Director, Financing and Treasury; and their designees to 
take any and all necessary actions to execute documents for the sale and 
issuance of the bond anticipation notes and the revenue bonds. 

 
Approval of the financing resolutions for the project as described in this 
Agenda Item 4 of the Committee on Finance at the March 19-20, 2013, 
meeting of the CSU Board of Trustees is recommended for:   
  

Northridge Student Housing Phase II 
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