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Seattle, WA 98101 www.pfm.com

February 25, 2008

Mr. Michael Green, Associate Vice Chancellor
of Finance and Administration and Controller
Oregon University System

P.O. Box 488

Corvallis, Oregon 97339-0488

Dear Mike and Colleagues:

This report incorporates a blended cost study of the Oregon University System’s approximate $670
million of outstanding tax-exempt bonds issued pursuant to Article XI-F(1). This study is a critical step
in the System’s Central Bank implementation, and a necessary analysis for the System to undergo in
understanding the Central Bank’s immediate and anticipated future financial impact. The work in this
study will be crucial in communicating with the Universities for their support and understanding of the
transition to a blended cost approach.

The study includes an analysis of 27 series of System XI-F(1) debt as such debt is allocated to each
school, individual project and department within the System’s Chancellor’s Office and seven
Universities. The “Historical” section analyzes a blended cost approach to the System’s outstanding
debt at different levels of variable rate obligations, and shows what the cost of this debt would have
been over the past three fiscal years under two scenarios:

one, if the System had transitioned to and maintained a blended cost
approach commencing three years ago;
two, if the System had always incorporated a blended cost approach.

The “Forward” section analyzes how the blended cost approach would affect the System and its

Universities over the next five fiscal years under various interest rate environments if such approach was
implemented immediately at different amounts of variable rate obligations.

Sincerely,
Public Financial Management, Inc.
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l. OUS Outstanding Debt

As of February 1, 2008, the outstanding balance of the System’s current interest bonds and accrued valuation
of the System’s deferred interest bonds was approximately $946 million. The debt is split approximately
75125 between bonds issued pursuant to Article XI-F(1) and bonds issued pursuant to Article XI-G (also
referred to as “F Bonds” and “G Bonds”, together the “Bonds”). The Bonds are mainly comprised of tax-
exempt obligations (over 95%) with a small percentage of taxable debt.

Chart 1
OUS Outstanding Bonds — Summary Breakdown
(as of February 1, 2008)

XI-E(1) Bonds XI-G Bonds Total

Tax-Exempt 669,932,371 234,104,766 904,037,137
Bonds 70.8% 24.7% 95.6%

Taxable Bonds 27,980,000 13,875,000 41,855,000
3.0% 1.5% 4.4%

Total 697,912,371 247,979,766 945,892,137
73.8% 26.2% 100%

Table 2 lists the outstanding Bonds grouped by issuance. All bonds are fixed rate paying bonds. All bonds
except for Series 1995B and 2002AB pay interest semiannually on February 1 and August 1, and principal
annually on August 1. Series 1995B has its final payment on March 1, 2008 and is excluded from much of
our analysis due to those bonds maturing prior to Fiscal Year 2008-2009. Series 2002AB pays interest
semiannually on April 15 and October 15, and principal annually on October 15.

Table 2
OUS Outstanding Bonds — Breakdown by Issuance
(as of February 1,2008 )
Outstanding Tax-Exempt General Obligation Bonds Payable as of 2/1/08 *
Year of Par
Year of Final  Call for Tax-Exempt ~ Tax-Exempt Taxable Taxable
Remaining Remaining ~ Outstanding Outstanding Outstanding = Outstanding ~ Outstanding
Issue Delivery Date  Maturity ~ Maturities Interest Rates ® Principal (F) ® Principal (G) ® ' Principal (F) ® Principal (G) ©
Series 1988B 6/1/88 2008 1998 7.50% 322,892 - - --
Series 1989A 10/18/89 2019 NC 6.85% - 7.0% 14,150,614 7,687,970 -
Series 1990A 5/30/90 2012 NC 7.0%-7.1% 6,575,076 - - -
Series 1990B 10/30/90 2013 NC 7.15% - 7.25% 8,529,096 - -
Series 1993A 10/28/93 2013 NC 5.0% - 5.15% 7,803,244 - -
Series 1995B 6/28/95 2008 2005 5.30% 126,558 - - -
Series 1996AB 5/16/96 2016 NC 5.4% - 6.0% 11,711,814 3,129,523 - -
Series 1997ABC 5/29/97 2019 NC 5.2% - 5.7% 10,439,031 3,871,681 - -
Series 1997DE 8/20/97 2010 2009 4.75% - 5.0% 10,470,000 995,000 -
Series 1998ABC 3/12/98 2017 NC 4.45% - 5.05% 10,336,942 7,816,070 -
Series 1998DEF 11/5/98 2028 2008 4.3% - 5.0% 46,275,772 11,211,847 -
Series 1999ABCD 10/14/99 2017 NC 3.9% - 4.59% 8,672,515 7,004,139 -
Series 2001ABC 12/19/01 2021 2011 3.9% - 5.29% 38,263,817 4,688,536 -
Series 2002AB 11/21/02 2018 2012 3.0% - 5.25% 23,610,000 445,000 - -
Series 2003A 6/5/03 2030 2013 2.5% - 4.3% - 24,430,000 -
Series 2004ABC 2/12/04 2033 2009 2.0% - 5.0% 62,260,000 8,110,000 -
Series 2004DE 3/18/04 2029 2014 2.25% - 5.0% 80,355,000 20,765,000 - -
Series 2005ABCD 3/24/05 2035 2015 2.75% - 5.0% 109,640,000 217,265,000 26,585,000 9,700,000
Series 2006ABCD 4/18/06 2036 2016 3.75% - 6.0% 37,350,000 22,645,000 1,395,000 1,675,000
Series 2007AB 4/12/07 2037 2017 3.5% - 4.5% 161,735,000 68,770,000 -- --
Series 2007CEFG 11/20/07 2037 2017 4.0% - 5.728% 21,305,000 15,270,000 -- 2,500,000
Total 669,932,371 234,104,766 27,980,000 13,875,000

(1) Coupons for CIBs; approximate yields for CABs.

(2) Par amount outstanding for CIBs; current accreted value for CABs. Outstanding portions include OHSU allocation.
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Appendix A shows a more detailed breakdown of OUS outstanding bonds by individual Series.

11. Article XI-F(1) Funded Projects

As mentioned in the previous section, the outstanding bonds issued pursuant to Article XI-F(1) make up
approximately 75% of the System’s current debt portfolio. While the G Bonds are funded directly by State
appropriations, the F Bonds are designed to be self liquidating and self sufficient by funds held and revenues
received by the Universities and Chancellor’s Office. Projects financed by these bonds include the normal
auxiliary activities of universities such as parking, housing, athletics and student activity facilities. Also

financed by F Bonds are projects that are able to be financed independently by money raised by a University,
such as Portland State University’s Trend College Building, Oregon State University’s Memorial Union, and

the University of Oregon’s Olum Child Development Center.

One or more projects are financed and/or refinanced within each F Bond Series. As the proceeds of an F bond
issue are allocated to different projects, each division of these proceeds can be considered a “loan” required to
be repaid by funds associated with that project. Table 3 shows a summary listing of the project categories per
University and the number of projects still repaying the outstanding F Bonds. The lists below the table reflect

the specific individual projects not allocated to the general categories. There are currently a total of 463
“loans” associated with the System’s outstanding F Bonds.

Table 3

Projects Financed by Outstanding Series F Bonds

(as of February 1, 2008)

CO EOU OIT (o) PSU SOU uo WOouU Total
Student Building Fees 5 16 13 19 20 14 23 16 126
Parking - 3 1 6 16 9 5 5 45
Housing: Consdorm 10 10 12 - 11 11 11 65
Family 0 - 1 - 13 8 - 22
Independent 3 1 11 - 8 11 9 43
Other Hsg - - - 19 - - - 19
Individual Projects * 13 6 2 24 52 10 33 3 143
18 38 27 73 107 65 91 44 463
* see below
CO PSU Uo
6 OHSU Construction 3 DEQ/Health 2 Willamette Block Building
4 OHSU Parking 4 Harrison Hall 4 Kight Law Center
1 OHSU CDRC 8 Urban Center Phase 11 7 Recreation and Fitness Center
1 Capital Center 7 Urban Center Phase | 2 EMU Code Repairs
1 OHSU Office Tower 2 Trend College Building 2 Rainier Building
13 5 4th Avenue Remodel 3 Zebrafish Stock Center
5 5th Avenue Bus Center 2 Olum Child Development Center
OosuU 3 Student Health Center 3 Lillis Building Center
3 Environmental Computer Center 3 Peter Stott Center 3 Autzen Stadium
6 Food Innovation Center 3 Art Building 2 EC Cares Building
2 Cordley Hall Remodel 2 University Place - Doubletree 2 High Street Property
5 Memorial Union 5 University Center Building 1 Land Acq Williams Bakery
2 Hazardous Waste Facility 1 K House Purchase 33
4 Athletics Reser Stadium 1 PCAT Building
2 Vet Medical Large Animal Hospital 52 SOU
24 2 Visual Arts
oIT 2 Jefferson Public Radio/Equip't
EOU 1 Metro Center Remodel 2 Jefferson Public Radio/Cascade
1 L Av. Land Purchase 1 Health Professions Center 2 Multimedia Center
1 Other Land Purchase 2 2 Student Health Center
3 Inegrated Service Building 10
1 Athletics WOU
6 3 WOSC BPST
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Appendix B provides a detailed list of the projects financed by each Series of F Bonds outstanding. The
current tracking operation for OUS links the underlying borrowing directly to the series that funded and/or
refunded the capital loan. The Central Bank’s blended approach will “de-link” the interest component and
provide a ‘blended cost” of capital to all borrowings of the System. Below in Diagram 4 is an illustration of
the 70 loans from the corresponding Universities for the most recent four Series F Bonds issued.

Diagram 4
Current Loan Funding Practice of F Bonds
( four most recent series )

CcO

Series Series Series Series
2006 A 2006 C 2007 A 2007 F
OUS Held Bond Accounts

A T

Municipal Capital Market Investors

As the Central Bank approach is implemented, the System will act less like a pass-through vehicle for the
Universities to the capital markets. Instead, the System will become an active financial entity, strategically
managing the bond portfolio and setting an equitable blended rate to all Universities. Diagram 5 illustrates
the “de-linking” of the discrete borrowings into the separate Series F Bond accounts and shows the
streamlined pooled flows under the Central Bank approach.

Diagram 5
Central Bank Blended Cost and Pooled Funding Approach
( for tax-exempt series )

CoO EOU OoSsuU PSU SOuU uo WOu

N S S SR S S B4

OUS Central Bank Blended Cost Bond Accounts

2 N

Municipal Capital Market Investors

6 of 30



1. Current Average Cost

In a blended cost approach, the average interest rate must be determined. Graph 6 identifies the outstanding
current and accreted amount of tax-exempt F Bonds per University as of February 1, 2008 by the blue bars.
The red triangles represent the weighted average interest cost of each University’s debt for the current year.
The green horizontal line depicts the weighted average cost of all outstanding F Bonds. For this graph, the
current interest bonds are based on the outstanding balance as of February 1, 2008, and their weighted average
interest rates are based on their subsequent bond interest payments adjusted to an annualized basis. Also, the
deferred interest bonds are based on their accrued balance as of February 1, 2008 and their weighted average
interest rates are based on the blended semiannual accrual rate of the bonds on such date. As reflected in the
graph, approximately half the schools have a calculated average cost below the System’s overall cost, and half
have a calculated average cost above. For this analysis, the current approximate $37.4 million of unallocated
tax-exempt proceeds has been allocated proportionally based on the current outstanding amount of all bonds
allocable to each campus.

Graph 6
Outstanding Tax-Exempt F Debt and Current Tax-Exempt Interest Rates by University
(‘in thousand dollars - as of February 1, 2008 )

5.20%
$202,643 = Amount

—A— Rate
5.10% - ,

— W eighted Avg. Rate

$170,506
5.00% -
$153,783
4.90% 7 4.86%
4.80% |
4.70% -
4.60% -
4.50% -| l l $20,470 .
4.40% ‘ ‘ . ‘
CO EOU oIT osuU PSU SOuU uo WOQOU

Graph 7 shows the same analysis for the System’s outstanding taxable F Bonds. The unallocated taxable
proceeds of $1.2 million have been allocated proportionally based on the outstanding amount of all bonds
(taxable and tax-exempt) currently allocable to each campus. This allocation of the unallocated amount to
Universities that have no taxable bonds outstanding is due to all unallocated amounts being funded by Student
Building Fees collected systemwide. The taxable Series F Bonds are only comprised of current interest
bonds.
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Graph 7
Outstanding Taxable F Debt and Current Taxable Interest Rates by University
(in thousand dollars - as of February 1, 2008 )

6.00%
$26,703
5.90% -+
5.80% -
A A
5.70% === Amount
—A— Rate
5.60% - = \\/eighted Avg. Rate
5.50%
5.40% 5.39%
N 0
5.30%
5.20% -+
696

$0 $60 $38 $373 . $52 $58
5.10% ‘ ‘ ‘ — ‘ ‘

CO EOU oIT OSsu PSU SOuU uo WOu

1V. Blended Cost Approach

The existing practice of allocating the projects’ loans to their particular F Bond Series will produce a different
cost of capital to each individual loan, and subsequently a different cost of capital to each school.
Implementing a blended cost approach will apply the same cost of capital to all outstanding loans and equate
the cost of capital among each school. Graph 8 illustrates what the upcoming debt service for fiscal year
2008-2009 looks like when a blended approach is compared to the current practice of debt service allocation.
When a 10 basis point administration fee is applied, the results will look as follows:

Graph 8
Existing versus Blended Cost of Tax-Exempt Debt Service by University
(for Fiscal Year 2008-09 )
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An administrative fee is charged to finance the cost of the Central Bank for the strategic management of the
debt portfolio. For example purposes, we have used an administrative fee of 10 basis points. The 10 basis
point administration fee in Graph 8 is applied to the amortizing current interest bond balance during the fiscal
year, and applied to the deferred interest bonds on only those bonds that are maturing during that fiscal year.
On the System’s portfolio of tax-exempt F Bonds, this annual fee is currently calculated to generate $570,000.
The annual administration fee on the tax-exempt bonds would be approximately $91,000 larger if it were
applied on the accreted value of all outstanding deferred interest bonds. The blended and actual cost
comparison on the taxable bonds including the administrative fee is illustrated below in Graph 9. This 10
basis point fee would generate approximately $27,000.

Graph 9
Existing versus Blended Cost of Taxable Debt Service by University
(for Fiscal Year 2008-09)
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Because the System has only issued fixed rate debt to date, any implementation of a blended cost approach
solely to the existing debt will only raise the cost of capital to the Universities in aggregate after applying an
administrative fee (when previously no fee was incurred). However, Sections V and VI will demonstrate how
each University may directly benefit from a lower cost of capital with the implementation of a blended cost
approach that includes variable rate debt. This strategic approach will target to reduce each school’s cost of
capital.

V. Historical Analysis

The previous section analyzed how the blended cost on the System’s fixed rates bonds is calculated. This
section will address how variable rate debt is incorporated into the blended cost approach of the Central Bank.
Additionally, this section analyzes and compares how a Central Bank approach would have affected the
System’s tax-exempt debt issued pursuant to Article XI-F(1) had the approach been in effect throughout fiscal
years 2004-05, 2005-06, and 2006-07. This analysis will be viewed under two scenarios:

(1) Existing Central Bank -- the first scenario assumes that the Central Bank had already
been implemented in previous years, each bond issue outstanding already has the
allocated amount of variable rate debt (10%, 20% and 30%), and all new debt issued
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during the three year period will be issued with the applicable amount of variable rate
debt.

(2) New Central Bank -- the second scenario assumes that the Central Bank had not been
implemented in previous years. This scenario assumes a three-year variable pay swap is
entered into by OUS immediately prior to the 2004-05 fiscal year, and that all new debt
issued during the three year period will be issued with the applicable amount of natural
variable rate debt.

Using Variable Rate Debt

With the inclusion of variable rate debt, the System must determine an internal cost to charge the Universities
to cover the potential cost increase in short term rates. If the System is successful in having a bill passed that
is similar to HB 2198 (the ability to retain interest on approximately $200 million of its assets) OUS will
effectively have a natural hedge to issue variable rate bonds. If short term rates were to rise, the increased
interest earned on this asset base would be sufficient to cover a rise in the expense of the variable rate debt. In
fact the hedge would be leveraged to a greater than one-to-one value due to the interest retained being at the
higher taxable rates, while the interest expended on the variable rate debt is on a lower tax-exempt basis.

The Securities Industry and Financial Markets Association (SIFMA) Municipal Swap Index will be used
throughout this study as the short term variable rate index. SIFMA is a seven day high grade market index
comprised of tax-exempt variable rate demand notes. SIFMA is used as the short term tax-exempt industry’s
base index. It is comprised of thousands of the highest grade uninsured short term tax-exempt notes that reset
weekly. SIFMA was formerly known as the Bond Market Association Index (“BMA Index”).

In implementing a Central Bank blended rate approach, the System must determine an internal rate that (i)
creates savings to the Universities, (ii) creates sufficient revenues to satisfy the System’s debt obligations, and
(iii) pays the incremental operating costs of establishing and administering the Central Bank. When future
variable rate bonds are issued by the System, an internal loan rate will be established that covers (a) the
investor cost (SIFMA plus the assumed investor spread of 5 basis points), (b) the ongoing bond program fees
necessary to maintain the outstanding variable rate debt (assumed 5 basis points for remarketing fees and 10
basis points for liquidity fee), (c) the Central Bank 10 basis point administrative fee, and (d) a cushion in case
variable rates increase.

The variable rate cushion is created because of the potential for variable rates to increase from the time the
fiscal year bond debt service is collected from the Universities and the future dates on which the variable rate
interest payments are made. The Universities are asked to fund their debt service one year in advance prior to
the end of the previous fiscal year (prior to June 30"™). The variable rate interest payments are determined and
paid on the first business day of the month from the following July through and including June of the
following year. Chart 10 below illustrates the timing relationship between the Universities’ annual debt
service payment in advance and the future variable rate payment dates for a monthly variable rate issuance.

Chart 10
Example Payment Timeline of a Monthly Variable Rate Bond Issue
(for Fiscal Year 2008-09 )

Universities 2008 Calendar Year 2009 Calendar Year

fund annual

R eED | : : : ; : : : : : :
prior to 7/1 8/1 9/2 1071 11/3 12/1 1/2 2/2 3/2 4/1 5/1 6/1
6/30/08 tue fri tue wed mon mon fri mon mon wed fri mon
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The variable rate cushion can be calculated in different ways. In our analysis this fee is determined by the
forward market’s interpretation of future rates and is equal to: the positive difference between the One Year
SIFMA forward rate and the current SIFMA rate, with a minimum fee of 5 basis points. When we assume
that the variable rate cushion is determined on June 15" prior to the upcoming fiscal year, the applicable fiscal
year’s variable rate cushions for the three previous and current fiscal year would have been calculated as
follows:
Table 11
Calculation of Variable Rate Cushion Fee
( for previous three and current fiscal year )

Date of Effective One Year Current Positive  Variable Rate
Calculation Fiscal Year SIFMA SIFMA Difference Cushion
6/15/2007 2007-08 3.69% 3.71% -- 5 bps
6/15/2006 2006-07 3.76% 3.88% -- 5 bps
6/15/2005 2005-06 2.74% 2.41% .33% 33 bps
6/15/2004 2004-05 1.97% 1.07% .90% 90 bps

Chart 12 below illustrates how these variable rate cushions performed against the actual SIFMA rates. The
flat green lines represent the One Year Forward SIFMA plus the calculated variable rate cushion for each
fiscal year 2004-05, 2005-06, and 2006-07, and partial fiscal year 2007-08 to date. Appendix C shows the
relationship of the One Year Forward SIFMA compared to the actual experienced weekly spot SIFMA rates
since 1993. Over these 15 years, the One Year Forward SIFMA has averaged 28 basis points over the
historical average weekly SIFMA rates. In only 3 of the past 14 years have the average weekly SIFMA rates
been greater than the market’s anticipated rates.

Chart 12
One Year Forward SIFMA plus Variable Rate Cushion compared to Actual SIFMA
(for the three previous and current fiscal year )
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Historical Analysis — Existing Central Bank

For our historical analysis of an Existing Central Bank, we have assumed that all previously issued bonds had
a designated amount of variable rate debt. In this analysis, the investor spread, remarketing fee, liquidity fee
and Central Bank administrative fee are deemed to be held constant. The base SIFMA and the variable rate
cushion are assumed to be set on each previous June 15" at the then current market and by the formula
described in Table 11. Diagram 13 illustrates how these internal costs are calculated and broken down.

Diagram 13
Calculating the Existing Central Bank Variable Rate Borrowing Cost
( for the past three fiscal years )

Fiscal Year Fiscal Year Fiscal Year
2004 - 05 2005 - 06 2006 - 07
Central Variable Rate Cushion 0.90% 0.33% 0.05%
Bank Administrative Fee 0.10% 0.10% 0.10%
Market Liquidity Fee 0.10% 0.10% 0.10%
Fees Remarketing Fee 0.05% 0.05% 0.05%
LY Investor Spread 0.05% 0.05% 0.05%
Investor
Return
v

Aggregate 2.27% 3.04% 4.23%

The following Charts 14, 15 and 16 illustrate how the Universities would have benefited by having an
“Existing Central Bank” blended coast approach in place during the fiscal years of 2004-05, 2005-06 and
2006-07. These charts assume that the System had already established a Central Bank blended cost approach,
and each existing and new bond issue has the allocated percentage of variable rate debt. Because the Internal
Lending Rate related to the variable rate debt for each of these years is lower than the current average cost of
interest for each University (see Graph 6), the larger 30% amount of variable rate debt creates the lowest
interest costs for the Universities in each year.
Chart 14
Existing Central Bank Effect — FY 2004-05
( debt service payments under different variable rate levels )
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Chart 15
Existing Central Bank Effect — FY 2005-06
( debt service payments under different variable rate levels)
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Chart 16
Existing Central Bank Effect — FY 2006-07
( debt service payments under different variable rate levels)
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Historical Analysis — New Central Bank

The Historical “New Central Bank” scenario assumes that variable rate bonds had not been issued prior to
Fiscal Year 2004-05. This analysis assumes that a 3-year variable pay swap was entered into by the System
on June 15, 2004 on its outstanding tax-exempt Series F Bonds, and that all new tax-exempt Series F Bonds
issued since included the applicable amount of natural variable rate debt. In determining the borrowing cost
levied on the projects for the previously issued debt, we have calculated the following charges per fiscal year
based upon market conditions on June 15, 2004. In this rate determination, a swap fee of 215 basis points
will be incurred due to the swap market pricing a 3-year SIFMA swap equal to 215 basis points below the
average cost of the System’s fixed rate debt. However, the remarketing fee, liquidity fee and investor spread
will be excluded because such services and costs will not be incurred on the variable rate swap portion of the
outstanding debt. Diagram 17 illustrates how these internal costs are calculated for the three previous fiscal
years.

Diagram 17
Calculation of the New Central Bank (Swapped) Variable Rate Borrowing Cost
( for the three previous fiscal years )

Fiscal Year Fiscal Year Fiscal Year
2004 - 05 2005 - 06 2006 - 07
Central Variable Rate Cushion 0.90% 0.33% 0.05%
Bank
Administrative Fee 0.10% 0.10% 0.10%
Swap Spread 3-Year Swap Spread 2.15% 2.15% 2.15%
Variable

Rate

|

Aggregate 4.22% 4.99% 6.18%

The following Charts 18, 19 and 20 illustrate how the Universities would have been affected by having a New
Central Bank blended cost approach implemented in June of 2004 and in place during fiscal years 2004-05,
2005-06 and 2006-07. These charts assume that the System had not already established a Central Bank
blended cost approach, had entered into a variable rate pay swap on the allocated percent of its previously
issued tax-exempt debt, and each new bond issue has the applicable amount of variable rate debt. In this
scenario the New Central Bank cost of debt is not always less expensive. While interest savings are realized
for all Universities in fiscal year 2004-05, some Universities have higher interest costs in fiscal years 2005-06
and all have higher costs in fiscal year 2006-07.
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Chart 18
New Central Bank Effect — FY 2004-05
( debt service payments under different variable rate levels )
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Chart19
New Central Bank Effect — FY 2005-06
(debt service payments under different variable rate levels)
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Chart 20
New Central Bank Effect — FY 2006-07
( debt service payments under different variable rate levels )

7,000

6,000 -

5,000 -

4,000 -

$ Thousands

3,000 -
2,000 -

1,000

y “ 0 | I | D | L[ O |
CcO EOU

oIT (ON]V) PSU SOuU uo WOu

‘I Existing Approach m 10% Variable Rate 020% Variable Rate [130% Variable Rate \

Historical Analysis — University Savings

All but one of the historical existing Central Bank scenarios demonstrates debt service savings for each
University on its tax-exempt Series F Bonds. Table 21 shows the average annual savings generated through
the implementation of both Central Bank scenarios over the past three fiscal years. Slight average annual
losses to most Universities incur under the new Central Bank scenario due to the savings from the swap and
variable rate bonds not offsetting the 10 basis point administrative fee. Portland State University is the
campus most negatively affected due the school’s current lower cost of debt (see Graph 6). The new Central
Bank scenario reflects a higher blended cost to the Universities due to the 3-Year Swap being relatively more
expensive.
Table 21
Average Annual University Savings in Historical Scenarios
(‘average annual savings over the three previous fiscal years )

Existing Central Bank Scenario New Central Bank Scenario

Variable Rate % 10% 20% 30% 10% 20% 30%

co $33,700 $54,200 $74,700 $16,341 $19,482 $22,623
EQU 20,431 49,001 77,570 (4,691) (1,243) 2,205
oIT 4,653 14,336 24,020 (5,623) (6,216) (6,809)
osu 98,792 253,807 408,823 (38,562) (20,901) (3,239)
PSU (65,493) 77,003 219,498 (188,979)  (169,969)  (150,960)
Sou 10,535 36,583 62,631 (12,290) (9,066) (5,842)
uo 91,080 225,692 360,304 (27,426) (11,320) 4,786
Wou 16,872 42,794 68,717 (5,292) (1,533) 2,225
Total $210,570  $753,416 $1,296,263 ($266,521) ($200,765) ($135,010)
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Generated Savings for System Debt

An important benefit of the Central Bank approach is that the System will be able to coordinate its Series F
Bonds as a strategically managed portfolio of variable and fixed rate debt. The historical lower cost of
variable rate debt makes this form of bond obligation an attractive financial tool, and the blending of the debt
cost among the projects will disburse the variable rate risk to manageable levels among the Universities.
Chart 22 illustrates what the interest cost savings of the System would have been under an Existing Central
Bank and New Central Bank approach at 10%, 20% and 30% amounts of variable rate debt.

Chart 22
System Interest Savings under Central Bank Historical Scenarios
('solid lines represent Existing Central Bank, patterned lines represent New Central Bank )
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Generated Reserves for Central Bank

A result of a well managed Central Bank is the creation and growth of a capital reserve. With the proper
management of a mixed variable and fixed rate bond portfolio, three positive results will likely occur: (i) the
Universities will save on their capital interest costs, (ii) the System will pay lower debt service on its debt
portfolio, and (iii) a reserve can be established and grow from the positive spread between the internal loan
payments received from the Universities and the debt service payments paid to the bondholders. Chart 23
illustrates the annual difference between the internal borrowing rates and the System’s debt service payments
for both Central Bank scenarios over the past three fiscal years. Because the internal loan rates are
established the same under each Central Bank scenario (Existing or New), the generated reserves are the same
for each specific year, under each respective level of variable rate debt (i.e., 10%, 20% and 30%).
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Chart 23

Central Bank Annual Generated Reserves under Historical Scenarios
(‘solid lines represent Existing Central Bank, patterned lines represent New Central Bank )
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Historical Analysis - Summary

Over the past three fiscal years an implemented Central Bank’s blended cost approach would have generated
substantial aggregate savings for the Oregon University System and the Universities. The aggregate savings
represent the lesser debt service payments paid by OUS under the different variable rate levels under either
implementation scenario. Over this time period, the larger savings is positively correlated with the greater
amount of variable rate debt used. Even though a particular campus may have paid a greater debt service
amount under these scenarios (see Table 21) the reserves and fees generated by the System could be applied
to offset such university’s increase in payments. Below is a summary table of all six scenarios:

Table 24

Generated Savings under Central Bank Historical Scenarios
(‘aggregate savings over the previous three fiscal years )

University Savings

Administrative Fee and
Variable Rate Cushion

Existing Central Bank

New Central Bank

F Bond Savings

10% 20% 30% 10% 20% 30%

631,709 2,260,049 3,888,789 (799,563) (602,296)  (405,029)
1,060,413 1,123,995 1,187,577 1,060,413 1123995 1,187,577
1,692,122 3,384,044 5,076,366 260,850 521,699 782,548
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Policy Established for Positive Spread

The System will need to create a policy to address how to apply its generated positive spread. The System
can either (a) build a reserve until it reaches a certain defined amount, (b) rebate all or a portion of the
positive spread back to the Universities, (c) apply the positive spread as a credit to the Universities’ next
annual debt service payment, or (d) a combination of the previous three. If in any year a negative spread is
incurred, the System could choose to charge such negative amount to the Universities’ next annual debt
service payment, deplete the reserve down to a defined amount, or a combination of the two.

Historical Analysis — Technical Assumptions Used

The cost assumptions used to determine the variable rate debt borrowing costs are described below:

Remarketing Fee:

Investor Spread:

Liquidity Fee:

Variable Rate Cushion:

Variable Pay Swap:

The assumed remarketing fee is 5 basis points on a weekly remarketing and is
consistent with the remarketing fees proposed in the System’s Underwriter RFP
responses received in September, 2007 (range: 5 to 8 basis points).

The investor spread assumed is 5 basis points. This spread is more conservative than
the proposed spreads identified in the Underwriter RFP responses (range: -5 to +3
basis points off SIFMA). The Oregon Housing and Community Services weekly
remarketed debt (rated Aa2/VVMIG1, and does not have a State GO) averaged an
investor spread of 6 basis points over SIFMA for the first 11 months of 2007.

The standby bond purchase fee assumed is 10 basis points. Citigroup is investigating
the potential cost of such a fee that incorporates a take back by the provider that has a
repayment period that begins no sooner than the following biannual state budget.
This assumption, in light of the current credit market environment, appears to be
aggressive.

The One Year Forward SIFMA rate as of June 15 was used to determine the next
fiscal year’s University borrowing cost. Temporary market aberrations can affect
indexed rates on any given day. In implementing a blended cost strategy, we would
propose to take an average of such market rates for a period of time (i.e., 2 to 4
weeks) to mitigate potential short term market aberrations.

The three-year variable pay swap was based on market conditions as of June 15, 2004
(to match our other variable rate determinations) with a term of three years (to match
the length of our historical analysis). This artificial timing and term are conservative
and would not have automatically been replicated in real life. In an actual transaction
the swap market would have been monitored for weeks in advance while comparing
the different terms that would have been most advantageous to the System.
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VI. Forward Analysis

This section will address the potential outcomes for the next five fiscal years if OUS were to implement a
Central Bank blended cost approach prior to June 30, 2008. Again, the different levels of variable rate debt
will be analyzed at 10%, 20% and 30% of the System’s tax-exempt F Bond portfolio. Any additional future
issuance will be divided between fixed rate and variable tax-exempt bonds to maintain our target level. Table
25 shows how the System’s tax-exempt F Bond portfolio would be structured and the aggregate amount of
variable rate debt managed under the 10%, 20% and 30% amount scenarios.

Table 25
Potential Future New Variable-Rate Debt Issuances
(Principal, $000’s)

FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013

Tax-Exempt Debt Outstanding * 669,810 944,930 1,013,930 1,079,990 1,141,870 1,200,650
Newly Issued Debt ** 300,000 100,000 100,000 100,000 100,000 100,000
Retiring Debt *** (24,880) (31,000) (33,940) (38,120) (41,220) n/a
Outstanding Variable Rate Debt **
10% Variable Rate Scenario 96,980 104,495 111,395 118,000 124,185 130,065
20% Variable Rate Scenario 193,960 208,985 222,785 236,000 248,375 260,130
30% Variable Rate Scenario 290,945 313,480 334,180 353,995 372,560 390,195

* as of February 1
** as of June 1
*** s of following August 1, offset by DIB accrual

The System is assumed to issue $300 million in new debt on June 1, 2008 (the UO arena financing and annual
$100 million of other new capital needs), and $100 million annually through 2013. The System’s tax-exempt
F Bonds outstanding are shown to grow from approximately $670 million to over $1.2 billion by June 30,
2013.

Determining to Issue Variable Rate Debt

When determining if variable rate versus fixed rate bonds should be issued, many people compare current
fixed rates to current SIFMA rates. However, it is the anticipated future SIFMA rates that should be
compared to the fixed rate alternative. If future variable rates are lower than the obtainable fixed rates in
today’s market, then it is economically beneficial to issue variable rate debt now. If today’s fixed rates are
lower than what variable rates will be in the future, then issuing fixed rate debt today will be less costly.
Below is a comparison between the historical long term fixed rates and short term variable rates over the past
15 years. A 20 basis point spread has been added to the historical SIFMA rates to reflect the assumed
variable rate costs of liquidity, remarketing, and investor demands. A 10 basis point spread has been added to
the historical 20 year MMD index to reflect the assumed pricing spread required by the fixed rate investors.
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Graph 26
Historical Variable Rates versus Fixed Rates
(1993 to 2008 )

Average = 3.05%
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Throughout the past fifteen years, there have been only a few points in time when the SIFMA rate plus our 20
basis point spread has been higher than the adjusted long term fixed rate index. However, this analysis should
be modified to incorporate only forward looking rates. For example, if we issue bonds in 1999, the previous
years’ rates should not be included in the true comparison. When we modify our average short term rates to
reflect only future years, we can better see how many times in the last fifteen years that issuing variable rate
bonds would have been less or more costly than issuing fixed rate bonds. Graph 27 illustrates that at no time
in the last fifteen years has our fixed rate index been less costly than the forward average of our calculated
short term variable rate.
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Historical Forward Averaging Variable Rates versus Fixed Rates
(1993 to 2008 )
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Current Market Conditions

Under current market conditions, a natural variable rate issue will cost OUS less than a synthetic variable rate
issuance. Not only will the immediately effective short term rate be less, but the flexibility in paying down
the debt obligation will also be superior. In a fixed rate issuance that is swapped into variable rate debt, the
standard redemption features of a 10-year call will restrict the repayment of that debt for the first decade. The
System could enter into a variable paying 10 year swap that would leave the fixed rate bonds redeemable after
the 10 year swap expires. The economics that drive the swap market are dynamic, and a comparative analysis
of issuing synthetic versus natural variable rate debt will be monitored by the Central Bank in determining
which type of variable debt is more advantageous at that particular point in time.

Table 28 illustrates a comparative example of the effective payments under both a natural variable rate issue
and a synthetic variable rate issue. Under this comparison, the synthetic variable rate debt will have
counterparty risk, but will be locked in for 10 years at a spread of 1.05% over SIFMA. On the other hand, the
natural variable rate debt is subject to performance risk by the remarketing agent and investor demand, and
will require an extension of the liquidity facility within approximately two to five years.

Table 28
Natural vs Synthetic Variable Rate in Current Market

Natural Synthetic

SIFMA 2.78% 2.78%
SWAP to Bond * - 1.05%
Investor Spread .05% -
Remarketing Agent .05% -
Liquidity Facility .20% --
3.08% 3.83%

* a 10-year swap for SIFMA would be at 3.25% - the
difference between this fixed rate received on the swap and
an assumed fixed rate 4.30% on the Bonds is 1.05%.

Assuming the current yield curve stays constant over the next five fiscal years, the cost of debt to the System
(including the new issues contemplated in Table 25) would vary depending on the assumed level of variable
rate debt. Table 29 illustrates what the debt service payments for the System would be under no variable rate
debt, and under the Central Bank scenarios of 10%, 20% and 30% variable rate debt.

Table 29
Fixed Rate Debt Service vs Managed Variable/Fixed Rate Portfolio
(current yield curve remaining constant )

FY 2009 FY 2010 FY 2011 FY 2012 FY 2013

100% Fixed Rate Debt 64,543,328 75,916,966 81,338,764 87,892,230 93,213,446
Central Bank Managed

Variable Rate - 10% 63,963,491 74,993,779 80,324,341 86,784,675 92,016,018

Variable Rate - 20% 63,383,715 74,070,838 79,310,117 85,677,139 90,818,459
Variable Rate - 30% 62,803,894 73,147,689 78,290,877 84,574,796 89,616,263
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The future aggregate five year savings of F Bond debt service under this static current rate scenario would
benefit the Universities. Table 30 reflects the application of this savings under different levels of variable rate
debt. While the Central Bank’s funding varies from $5.1 million to $5.6 million under these scenarios, the
Universities’ savings reach nearly $9 million under the 30% variable rate scenario. In addition to paying
annual administrative expenses, the majority of the Central Bank’s funds would be set aside to develop a
reserve to protect the System from potential changes in interest rates, and to finance special direct loan
programs for the Universities’ benefit.

Table 30
Allocation of Future Debt Service Savings under a Central Bank
(current yield curve remains constant — aggregate 5-year savings )

Variable Rate Levels

10% 20% 30%
University Savings (287,104) 4,281,403 8,854,612
Administrative Fee and
Variable Rate Cushion 5,109,533 5,363,062 5,616,604
F Bond Savings 4,822,429 9,644,465 14,471,216

The University savings over this five year period under the constant rate environment is broken down in
Table 31. Each University realizes savings under the 20% and the 30% variable rate scenarios, with the
largest savings generated under the 30% scenario. This situation occurs due to the Universities’ ability to
share in the greater savings due to the larger amount of lower cost variable rate debt.

Table 31
University Savings under a Blended Cost Approach
(current yield curve remains constant — aggregate 5-year savings )

Variable Rate % 10% 20% 30%

CcoO 321,565 381,846 442,130
EOU 4,755 213,667 422,787
oIT 30,028 177,721 325,571
osu 119,812 1,563,331 3,008,351
PSU (521,427) 582,843 1,688,243
SOouU 23,008 221,305 419,808
uo (172,034) 1,019,423 2,212,147
wWOu (92,811) 121,267 335,575
Total (287,104) 4,281,403 8,854,612

Changing Market Conditions

Because we know that interest rates will do anything but remain the same, Table 32 shows the effect a
blended cost Central Bank would have during different fluctuating interest rate environments. This interest
rate simulation looks at both varying short term and varying long term rates. The model projects future
SIFMA rates based on an increasing rate environment, and a decreasing rate environment. These rate
movements are interpolated based on today’s forward tax-exempt yield curve subject to boundary limits of a
90% confidence level based on historical semiannual changes. Because the future rates are based on a
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historical change in rates, the decreasing rate scenario begins to increase slightly by the third year due to the
higher historical average of SIFMA. The base rates are set as of January 31, 2008. Tables 32 and 33 identify
the annual rates and relationships between SIFMA and the 20-Year MMD index on our forward analysis.

Table 32
Increasing SIFMA Rates with Decreasing/Increasing Fixed Rates
(‘annual rates for the 5-year forward analysis )

SIFMA Long Term Fixed Rates
Increasing Decreasing Increasing
2.78% 4.12% 4.12%
3.40% 4.33% 6.09%
4.05% 4.58% 7.56%
5.42% 5.31% 10.36%
5.98% 5.16% 10.18%
Table 33

Decreasing SIFMA Rates with Decreasing/Increasing Fixed Rates
(‘annual rates for the 5-year forward analysis )

SIFMA Long Term Fixed Rates
Decreasing Decreasing Increasing
2.78% 4.12% 4.12%
1.26% 4.02% 4.87%
0.76% 3.79% 4.42%
1.20% 3.99% 4.79%
1.24% 4.00% 4.84%

The long term rates reflect those boundaries over the past 25 years that are two standard deviations from the
historical spread between short term and long term rates when short term rates are within 50 basis points of
the simulated scenario. The result of this simulated analysis is to identify outward boundaries of potential
results in the F Bond debt service savings/losses under a Central Bank. In other words, the results in the
upper and lower corners of the Table 34 grids reflect the extreme “whipsaw” conditions that would have
occurred based upon (a) short term interest rate movements under a 90% confidence level, and (b) long term
fixed rates relationships to these short term rates based on two standard deviations.

Table 34
Total Debt Service Savings of Variable/Fixed Rate Portfolio as % of Fixed Rate Only Debt Service
( changing interest rate scenarios — over a 5-year period )

30% Long Term Rates
VARIABLE RATE Increase Flat Decrease
Increase -1.39%| -3.39%| -3.11%
SIFMA Flat 4.58% 3.36% 3.18%
Decrease 9.11% 8.81% 8.72%

20% Long Term Rates 10% Long Term Rates
VARIABLE RATE Increase Flat Decrease VARIABLE RATE Increase Flat Decrease
Increase -0.93%| -2.26%| -2.07% Increase -0.46%| -1.13%| -1.04%
SIFMA Flat 3.06% 2.24% 2.12% SIFMA Flat 1.53% 1.12% 1.06%
Decrease 6.07% 5.88% 5.81% Decrease 3.04% 2.94% 2.91%
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The pattern of results under 30%, 20% and 10% variable rate debt levels are similar, but not exactly linear.
The resulting percentages reflect the debt service savings achieved on the F-Bonds over the next five fiscal
years compared to what debt service would be if only fixed rate debt is issued. As expected, the greater
amount of variable rate debt issued constitutes a greater volatility in the results. The current rate environment
reflects the middle box of each table above (ie, Flat SIFMA and Flat Long Term Rates). The increasing short
term rate scenarios reflect relative higher debt service in each case due to the rising variable rate costs. The
greatest savings occur when short term rates decrease and long term rates increase.

The risk level of the System and Universities must be taken into consideration in determining the amount of
variable rate debt targeted for the F Bonds. A key benefit to the blended cost approach is that none of the
projects need to bear all of the variable rate debt exposure when the Central Bank is able to blend the risk and
rewards of short term rates to all funded projects.

It is important to remember that these boundaries are taken from historical rate relationships since 1981 and
future rates may behave differently, and may have different realized relationships.
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VII. Report Summary

Under the blended cost approach, each University will share equally and fairly in the cost of debt issued by
the System as a whole. A University and its projects will be not be penalized if the timing of its capital needs
coincides with a high interest rate market. Likewise, an advantageous issuance of low-cost debt will benefit
each University. Managing a debt portfolio that contains both variable rate and fixed rate obligations is a
clear benefit to a Central Bank. As shown in Graph 27, issuing variable rate debt over the past 15 years
would have been advantageous to OUS and its Universities. Today’s SIFMA rate of 2.37% and long term
rates of approximately 4.90% reflect a significant cost savings achievable in the current interest rate
environment. A blended cost approach of the Central Bank using fixed and variable debt allows each project
and University to benefit from a share of lower cost variable rate debt without taking the full risk of directly
bearing an adjustable rate obligation.

Today’s upward sloping yield curve and relatively low short term rates reflect significant savings achievable
by the Central Bank, as summarized in the forward 5-year analysis in Table 30. However, as rates fluctuate in
the future, there is the possibility that a managed variable/fixed rate portfolio will be more costly than a
dedicated fixed rate portfolio. But in the long run, the historical relationship between tax-exempt short term
variable rates and long term fixed rates provide a high potential for savings through the management of a
strategically mixed variable and fixed rate debt portfolio (see Table 34).

Unlike other higher education systems and institutions, OUS and its Universities do not retain interest
earnings on much of their short term asset base (tuition fees and auxiliary charges — an approximate $200
million average annual balance). Without this short term asset base, OUS does not have a natural hedge in
issuing short term variable rate debt. Without this hedge, the System must be prudent in its approach in
issuing and managing variable rate debt. For example, a $5 million reserve will be able to protect an increase
in rates by 2.50% on a variable rate portfolio of $200 million for only one year. If the System and its
Universities can absorb this increase in cost and replenish the $5 million reserve (50 basis points on a debt
portfolio of $1 billion), then OUS and its Universities would have the financial strength to weather the risk of
the variable rate exposure.

Without a large initial issuance of variable rate debt to bring the bond portfolio to a 20% or 30% share of
variable rate obligations, our assumed administrative fee of 10 basis points will negatively affect the direct
costs that the Universities are paying for their Projects’ debt service. The estimated cost necessary to initially
run a Central Bank is approximately $300,000 a year. Without the administrative fee, the System will have to
generate savings from a different source in order to finance the Central Bank. Redirecting refunding savings
from the specific projects associated to the refunded bonds to finance the Central Bank will shift the benefit to
all projects and Universities. These refunding bonds can either issued as fixed rate or variable rate debt.

Commercial Paper

In addition to benefiting from the issuance of long term variable rate debt, the Universities will also benefit
from the Central Bank’s issuance of Commercial Paper. This short term variable rate vehicle will permit the
Universities to draw down construction funds as needed to build their projects. Instead of waiting for a State
Board of Higher Education bond issuance to be issued once or twice a year to finance projects, the
commercial paper program will enable the Universities to commence building anytime during the calendar
year. After construction is complete, or the project is near completion, the commercial paper will be refunded
into long term debt.

26 of 30



Policy Discussions

Identifying and quantifying the benefits of a Central Bank is relatively straightforward. Implementing a
blended cost approach will require the support and buy-in of the Universities. Points that will have to be
clarified and agreed to by the Universities will include, but not be limited to, the following:

Who will provide oversight to the Central Bank?

How will the Universities be represented in the oversight process?

What level of empowerment will Central Bank staff be given?

Will a blended rate be set relatively high to ensure the likelihood of fewer adjustments?

Will a more aggressive rate be set to initially pass lower debt service savings to the projects?

To what level will the Central Bank’s Reserve Fund be funded?

Who will determine the loans to be funded by the Reserve Fund?

Who will be part of the decision process regarding fixed rate versus variable rate debt issuances?

PFM will be pleased to review these subjects with OUS and to help design the right approach and material in
presenting this information to the Universities.
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Appendix A —
Oregon University System
General Obligation Bonds Outstanding

Series F Bonds and G Bonds Outstanding as of December 1, 2007:
- Tax-Exempt Bonds

- Taxable Bonds



Outstanding Tax-Exempt General Obligation Bonds Payable as of 2/1/08 OUS Blended Cost Study - Appendix A

Year of Par
Year of Final Call
Refunding or Initial Payment Date Payment Date Remaining (Remaining Outstanding  Outstanding  Outstanding
Issue Indenture  Type of Bonds New Money?  Principal  Delivery Date 1 2 Maturity Maturities) Interest Rates ® Principal (F) @ Principal (G) @
Series 1988B XI1-F(1) CIBs/CABs (1)  Adv. Ref. 13,599,373 6/1/1988 2/1 8/1 2008 1998 7.50% 322,892

Series 1989A XI-F(1)/G CABs New Money 25,762,980 10/18/1989 2/1 8/1 2019 NC 6.85% - 7.0% 14,150,614 7,687,970
Series 1990A XI-F(1 CIBs/CABs (1) New Money 19,526,904 5/30/1990 2/1 8/1 2012 NC 7.0% - 7.1% 6,575,076
Series 1990B XI-F(1 CIBs/CABs (1) New Money 25,419,300 10/30/1990 2/1 8/1 2013 NC 7.15% - 7.25% 8,529,096
Series 1993A XI-F(1)/G  CIBs/CABs (1) New Money 43,081,927 10/28/1993 2/1 8/1 2013 NC 5.0% - 5.15% 7,803,244

Ra)

Raw)

Series 19958 XI-F(1) CIBs Current Ref. 7,190,000  6/28/1995 9/1 3/1 2008 2005 5.30% 126,558

. ________________ _____ _______________________________________________________________________________________________________________________________________________|
Series 1996A XI-F(1)/G  CIBs/CABs (1) NewMoney 52761112  5/16/1996 2/1 8/1 2016 NC 5.5% - 6.0% 11,711,814 1,694,879
Series 19968 X1-G CABs New Money 966,880 5/16/1996 2/1 8/1 2011 NC 5.4% - 5.8% 1,434,644
. _________________ _________________________________________________ _________________________________________________________________________________________|
Series 1997AB XI-F(1)  CIBs/CABs (1) NewMoney 26,997,066  5/29/1997 2/1 8/1 2019 NC 5.2% - 5.7% 10,439,031

Series 1997C XI-G CIBs/CABs (1) NewMoney 10,000,000  5/29/1997 2/1 8/1 2019 NC 5.2% - 5.7% 3,871,681
. ___________________________________________________________________________________________________________________________________________________________|
Series 1997D XI-F(1) CIBs Adv.Ref. 38435000  8/20/1997 2/1 8/1 2010 2009 475%-50% 10,470,000

Series 1997E XI-G CIBs Adv.Ref. 9210000  8/20/1997 2/1 8/1 2010 2009 4.75% - 5.0% 995,000
. _________________ ______________________________________________________________________________________________________________________________________|
Series 1998AB XI-F(1)  CIBs/CABs (1) NewMoney 30176192  3/12/1998 2/1 8/1 2017 NC 4.45%-505% 10,336,942

Series 1998C XI-G CIBs/CABs (1) NewMoney 14122701  3/12/1998 2/1 8/1 2017 NC 4.45% - 5.05% 7,816,070
. ______________________________________________________________________________________________________________________________________________________|
Series 1998DE XI-F(1) CIBs/CABs  Multipurpose 60,344,095  11/5/1998 2/1 8/1 2028 2008 4.3% - 5.0% 46,275,772

Series 1998F XI-G CIBs/CABs  Multipurpose 14,730,257  11/5/1998 2/1 8/1 2028 2008 4.3% - 5.0% 11,211,847
. _________________________ ____________________________________________________________________________________________________________________________________|
Series 1999A XI-F(1) CIBs/CABs  NewMoney 50575538  10/14/1999 2/1 8/1 2017 NC 4.9% - 5.7% 7,962,515

Series 19998 XI-F(1) CIBs New Money ~ 15970,000  10/14/1999 2/1 8/1 2009 NC 4.9% - 5.0% 710,000

Series 1999C XI-G CABs New Money 646,970 10/14/1999 2/1 8/1 2010 NC 5.05% - 5.2% 556,948
Series 1999D X1-G CIBS/CABs (1) NewMoney 24,089,375  10/14/1999 2/1 8/1 2017 NC 5.05% - 5.7% 6,447,191
. ____________________________________________________________________________________________________________________________________________________________|
Series 2001A XI-F(1) CIBs/CABs  Multipurpose 156,196,146  12/19/2001 2/1 8/1 2021 2011 413%-529% 38,263,817

Series 20018 XI-G CIBS/CABs  Multipurpose 39,201,546  12/19/2001 2/1 8/1 2021 NC 3.9% - 5.29% 3,789,913
Series 2001C XI-G CABs Multipurpose 689,746 12/19/2001 2/1 8/1 2012 NC 4.13% - 459% 898,623

. - ____________________________________________________________________________________________________________________________|]
Series 2002A XI-F(1) CIBs Adv.Ref. 33505000  11/21/2002 4/15 10715 2018 2012 30%-5.25% 23,610,000

Series 20028 XI-G CIBs Adv.Ref. 2630000  11/21/2002 4/15 10/15 2008 NC 3.00% 445,000

Series 2003A XI-G ClIBs New Money 31,725,000 6/5/2003 2/1 8/1 2030 2013 2.5% - 4.3% 24,430,000
- - -~ -~~~ _______—-________—— -~~~ _____~—~ "~ ________-_ " |
Series 2004A XI-F(1) CiBs New Money 63,465,000 2/12/2004 2/1 8/1 2028 2014 2.0% - 5.0% 43,660,000

Series 2004B XI-F(1) CiBs New Money 25,000,000 2/12/2004 2/1 8/1 2033 2009 2.0% - 4.75% 18,600,000

Series 2004C XI-G CiBs New Money 12,515,000 2/12/2004 2/1 8/1 2028 2014 2.0% - 5.0% 8,110,000
e r———————————————— e — -~~~ -]
Series 2004D XI-F(1) CiBs Adv. Ref. 80,355,000 3/18/2004 2/1 8/1 2027 2014 2.25% - 5.0% 80,355,000

Series 2004E XI-G CiBs Adv. Ref. 20,765,000 3/18/2004 2/1 8/1 2029 2014 3.1% - 5.0% 20,765,000
e ——————————————— e — - -~ - - ]
Series 2005A XI-F(1) CiBs Multipurpose 137,175,000 3/24/2005 2/1 8/1 2030 2015 2.75% - 5.0% 109,640,000

Series 2005B XI-G CiBs Multipurpose 27,785,000 3/24/2005 2/1 8/1 2035 2015 2.75% - 4.5% 27,265,000
e ——————————————— o - - - ]
Series 2006A XI-F(1) CiBs New Money 38,440,000 4/18/2006 2/1 8/1 2036 2016 4.0% - 5.0% 37,350,000

Series 2006B XI-G CiBs New Money 23,230,000 4/18/2006 2/1 8/1 2036 2016 3.75% - 5.0% 22,645,000
e ——————————————— e — -~ - - ]
Series 2007A XI-F(1) CiBs Multipurpose 161,735,000 4/12/2007 2/1 8/1 2037 2017 4.0% - 4.5% 161,735,000

Series 2007B XI-G CiBs Multipurpose 68,770,000 4/12/2007 2/1 8/1 2037 2017 3.5% - 4.5% 68,770,000
e ————————_——————— - - - "~ - ]
Series 2007C XI-G CiBs New Money 7,805,000 11/20/2007 2/1 8/1 2037 2017 4.0% - 5.0% 7,805,000
Series 2007F XI-F(1) CiBs Current Ref. 21,305,000 11/20/2007 2/1 8/1 2024 2017 3.5% - 4.265% 21,305,000

Series 2007G XI-G ClIBs Current Ref. 7,465,000 11/20/2007 2/1 8/1 2024 2017 3.5% - 4.265% 7,465,000

Total 1,443,363,108 669,932,371 234,104,766

(1) Initially C1Bs and capital appreciation bonds (CABSs); only CABs outstanding
(2) Par amount for CIBs; current accreted value for CABs. Outstanding portions include OHSU allocation.
(3) Coupons for CIBs; approximate yields for CABs. Pag 1 of 2






