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INDEPENDENT AUDITORS’ REPORT

The Regents of the University of California:

We have audited the accompanying balance sheet of the University of California 1979 Faculty
Residential Mortgage Revenue Bond Program as of June 30, 1999, and the related statement of
revenues, expenditures and changes in fund balance for the year then ended. These financial statements
are the responsibility of the University of California’s management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the University of California 1979 Faculty Residential Mortgage Revenue Bond
Program as of June 30, 1999, and its revenues, expenditures and changes in fund balance for the year
then ended in conformity with generally accepted accounting principles.

The Year 2000 required supplementary information is not a required part of the basic financial
statements, but is supplementary information required by the Governmental Accounting Standards
Board, and we did not audit and do not express an opinion on such information. Further, we were
unable to apply certain procedures prescribed by professional standards for supplementary information
because of the unprecedented nature of the year 2000 issue and its effects, and the fact that authoritative
measurement criteria regarding the status of remediation efforts have not been established. In addition,
we do not provide assurance that the University is or will become year 2000 compliant, that the
University’s year 2000 remediation efforts will be successful in whole or in part, or that parties with
which the University does business are or will become year 2000 compliant.
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October 7, 1999

Deloitte Touche
Tohmatsu



UNIVERSITY OF CALIFORNIA

1979 FACULTY RESIDENTIAL MORTGAGE

REVENUE BOND PROGRAM

BALANCE SHEET
JUNE 30, 1999

ASSETS

CASH AND EQUIVALENTS
ACCRUED INTEREST RECEIVABLE
INVESTMENTS, at fair value

MORTGAGE NOTES RECEIVABLE

TOTAL ASSETS

LIABILITIES AND FUND BALANCE
ACCRUED INTEREST PAYABLE

REVENUE BONDS PAYABLE

Total hiabilities

FUND BALANCE

TOTAL LIABILITIES AND FUND BALANCE

See notes to financial statements.

§ 401,554
71,446
3,554,974

2.336.099

— Lo a2

$6.364.073

$ 139,382

5.885.000

—_— T

6,024,382

339.691

i

$6.364.073



UNIVERSITY OF CALIFORNIA

1979 FACULTY RESIDENTIAL MORTGAGE

REVENUE BOND PROGRAM

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

YEAR ENDED JUNE 30, 1999

REVENUES:
Interest income on mortgage notes
Interest income on investments
Net depreciation in fair value of investments
Total revenues

EXPENDITURES:
Interest on revenue bonds
Fees and expenses

Total expenditures
EXCESS OF EXPENDITURES OVER REVENUES
FUND BALANCE AS OF JUNE 30, 1998

FUND BALANCE AS OF JUNE 30, 1999

See notes to financial statements.

$200,105
273,671
(69.838)

403.938

—_—

444,092
24,080

—_ e

468.172

(64,234)

_403.925

$339.691



UNIVERSITY OF CALIFORNIA
1979 FACULTY RESIDENTIAL MORTGAGE
REVENUE BOND PROGRAM

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 1999

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The University of California 1979 Faculty Residential Mortgage Revenue Bond Program (the “Program™)
began operations in September 1979 with the issuance of the University of California 1979 Faculty
Residential Mortgage Revenue Bonds. The Program provided low-interest home mortgage loans to
designated employees of the University. The fund balance is accumulated pursuant to provisions of the

Indenture relating to the University of California 1979 Faculty Residential Mortgage Revenue Bonds
dated September 1, 1979.

As per the Indenture, the bonds are limited obligations of The Regents of the University of California,

payable solely from revenues collected from mortgage loans and are secured by a pledge and assignment
of these revenues.

Basis of Accounting - The accompanying financial statements have been prepared in accordance with
generally accepted accounting principles and the accounts are maintained in accordance with the
principles of fund accounting.

Use of Estimates - The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenditures during the reporting period.
Actual results could differ from those estimates.

Concentration of Credit Risk - All of the mortgage loans provided by the Program have been made to
faculty of the University of California (the “University”) for properties located in California.

2. CASH EQUIVALENTS

Cash equivalents consist of money market funds and are held by the University’s trustee as agent for the
University.

3. INVESTMENTS

Investments are stated at fair value, based on quoted market prices, and consist of U.S. Treasury
securities. Investments are held by the University’s trustee as agent for the University.

4. MORTGAGE NOTES RECEIVABLE

Mortgage notes receivable bear interest at the rate of 7.875% per annum. Principal and interest payments
are due monthly over the remaining term of the 30-year notes.



REVENUE BONDS PAYABLE

Revenue bonds in the principal amount of $5,885,000 were outstanding at June 30, 1999. These bonds
bear interest at rates ranging from 6.8% to 7.2% per annum.

The future maturities of debt obligations for the years ending June 30 are:

2000 $ 210,000
2001 200,000
2002 195,000
2003 215,000
2004 230,000
2005 and thereafter 4,835,000
Total $5,885,000

Due to the significant amount of mortgage refinancing activity resulting from lower market interest rates
on home mortgage loans, the Program has used proceeds from retired mortgage loans to prepay principal
on outstanding bonds in excess of the debt service requirements under the Indenture.
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UNIVERSITY OF CALIFORNIA
1979 FACULTY RESIDENTIAL MORTGAGE
REVENUE BOND PROGRAM

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)

Year 2000

The Year 2000 issue is the result of various electronic systems, including computer systems, not properly
processing dates in the Year 2000 and beyond. Because the University depends heavily on such electronic and
computer systems, the Year 2000 issue has the potential for causing disruption to some University operations.

As of June 30, 1999, the University has completed the awareness and assessment stages for its mission critical
systems and has substantially completed the remediation stage. Both completing the remediation and
validation/testing are currently underway. The University anticipates, for systems it maintains, completing all
stages of remediation for mission critical systems prior to December 31,1999.

Because of the unprecedented nature of the Year 2000 issue, its effects and the success of the related
remediation efforts will not be fully determinable until the Year 2000 and thereafter. Due to the uniqueness of
this issue, management cannot provide any assurances that the remediation efforts will correct all potential

problems for mission critical systems, or that parties with whom the University does business will be Year
2000 ready.



UNIVERSITY OF CALIFORNIA
1987 FACULTY MORTGAGE
REVENUE BOND PROGRAM

Financial Statements for the Year Ended
June 30, 1999 and Independent Auditors’ Report



Deloitte &
Touche

,\ Deloitte & Touche LLP Telephone: {916) 498-7100
- Suite 2000 Facsimile: (916) 444-7963
400 Capitol Mall
Sacramento, California 95814-4424

INDEPENDENT AUDITORS’ REPORT

The Regents of the University of California:

We have audited the accompanying balance sheet of the University of California 1987 Faculty Mortgage
Revenue Bond Program as of June 30, 1999, and the related statement of revenues, expenditures and
changes in fund balance for the year then ended. These financial statements are the responsibility of the
University of Califormia’s management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the

overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the University of Califormia 1987 Faculty Mortgage Revenue Bond Program as of
June 30, 1999, and its revenues, expenditures and changes in fund balance for the year then ended in
conformity with generally accepted accounting principles.

The Year 2000 required supplementary information is not a required part of the basic financial
statements, but is supplementary information required by the Governmental Accounting Standards
Board, and we did not audit and do not express an opinion on such information. Further, we were
unable to apply certain procedures prescribed by professional standards for supplementary information
because of the unprecedented nature of the year 2000 issue and its effects, and the fact that authoritative
measurement criteria regarding the status of remediation efforts have not been established. In addition,
we do not provide assurance that the University is or will become year 2000 compliant, that the
University’s year 2000 remediation efforts will be successful in whole or in part, or that parties with
which the University does business are or will become year 2000 compliant.

Mgﬂx‘sfmw

October 7, 1999

Deloitte Touche
Tohmatsu



UNIVERSITY OF CALIFORNIA

1987 FACULTY MORTGAGE

REVENUE BOND PROGRAM

BALANCE SHEET
JUNE 30, 1999

ASSETS

CASH AND EQUIVALENTS
ACCRUED INTEREST RECEIVABLE
INVESTMENTS, at contract value
MORTGAGE NOTES RECEIVABLE

TOTAL ASSETS

LIABILITIES AND FUND BALANCE

ACCRUED INTEREST PAYABLE

REVENUE BONDS PAYABLE

Total liabilities

FUND BALANCE

TOTAL LIABILITIES AND FUND BALANCE

See notes to financial statements.

$ 73,445
40,017
939,530

2,511.855

$3.564.847

$ 75,562

2,925,000

3,000,562

564.285

—_— e

$3.564.847



UNIVERSITY OF CALIFORNIA
1987 FACULTY MORTGAGE
REVENUE BOND PROGRAM

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

YEAR ENDED JUNE 30, 1999

REVENUES:
Interest income on mortgage notes
Interest income on investments

Total revenues

EXPENDITURES:
Interest on revenue bonds
Service and administration fees paid to

The Regents of the University of Califorma
Fees and expenses

Total expenditures
EXCESS OF REVENUES OVER EXPENDITURES
FUND BALANCE AS OF JUNE 30, 1998

FUND BALANCE AS OF JUNE 30, 1999

See notes to financial statements.

23,070

541.215

————— i

$564.285



UNIVERSITY OF CALIFORNIA
1987 FACULTY MORTGAGE
REVENUE BOND PROGRAM

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 1999

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The University of California 1987 Faculty Mortgage Revenue Bond Program (the “Program’) began
operations in August 1987 with the issuance of the University of California Faculty Mortgage Revenue
Bonds, Series 1987. The Program provided low-interest home mortgage loans to designated employees of
the University. The fund balance is accumulated pursuant to provisions of the Indenture relating to the
University of California Faculty Mortgage Revenue Bonds, Series 1987 dated August 1, 1987.

As per the Indenture, the bonds are limited obligations of The Regents of the University of California,

payable solely from revenues collected from mortgage loans and are secured by a pledge and assignment
of these revenues.

Basis of Accounting - The accompanying financial statements have been prepared in accordance with
generally accepted accounting principles and the accounts are maintained in accordance with the
principles of fund accounting.

Use of Estimates - The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenditures during the reporting period.
Actual results could differ from those estimates.

Concentration of Credit Risk - All of the mortgage loans provided by the Program have been made to
faculty of the University of California (the “University”) for properties located in California.

2. CASH EQUIVALENTS

Cash equivalents consist of money market funds and are held by the University’s trustee as agent for the
University.

3. INVESTMENTS

Investments are stated at contract value, consist primarily of nonparticipating investment agreements
between the trustee and a bank and an investment company which guarantee interest rates ranging from
7.45% to 7.57% per annum, and are held by the University’s trustee as agent for the University.

4. MORTGAGE NOTES RECEIVABLE

Mortgage notes receivable bear interest at the rate of 7.95% per annum. Principal and interest payments

are due monthly over the remaining term of the notes, each having a final maturity date of August 1,
2017.



REVENUE BONDS PAYABLE

Revenue bonds in the principal amount of $2,925,000 were outstanding at June 30, 1999. These bonds
bear interest at 7.75% per annum.

The future minimum maturities of debt obligations for the years ending June 30 are:

2000 $ -
2001 -
2002 -
2003 )
2004 -
2005 and thereafter 2,925,000

Total $2,925,000

Due to the significant amount of mortgage refinancing activity resulting from lower market interest rates
on home mortgage loans, the Program has used proceeds from retired mortgage loans to prepay principal
on outstanding bonds in excess of the debt service requirements under the Indenture.
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UNIVERSITY OF CALIFORNIA
1987 FACULTY RESIDENTIAL MORTGAGE
REVENUE BOND PROGRAM

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)

Year 2000

The Year 2000 issue is the result of various electronic systems, including computer systems, not properly
processing dates in the Year 2000 and beyond. Because the University depends heavily on such electronic and
computer systems, the Year 2000 issue has the potential for causing disruption to some University operations.

As of June 30, 1999, the University has completed the awareness and assessment stages for its mission critical
systems and has substantially completed the remediation stage. Both completing the remediation and
validation/testing are currently underway. The University anticipates, for systems it maintains, completing all
stages of remediation for mission critical systems prior to December 31,1999.

Because of the unprecedented nature of the Year 2000 issue, its effects and the success of the related
remediation efforts will not be fully determinable until the Year 2000 and thereafter. Due to the uniqueness of
this issue, management cannot provide any assurances that the remediation efforts will correct all potential
problems for mission critical systems, or that parties with whom the University does business will be Year
2000 ready.



