IF THE STATE OF CALIFORNIA Issues A Bonp For $10
BiLLioN, APPROXIMATELY How MucH WiLL THAT Bonp
CosT

IF THE STATE OF CALIFORNIA IssUES A Bonp For $10 BiLLion, APPROXIMATELY How MucH WiLL THAT Bonp CosT

\W/HEN A STATE LIKE CALIFORNIA CONSIDERS ISSUING A BOND, ONE OF THE MOST COMMON QUESTIONS INVESTORS AND
STAKEHOLDERS ASK IS: HOW MUCH WILL THAT BOND COST? UNDERSTANDING THE TOTAL COST OF A $ 10 BILLION BOND
ISSUANCE INVOLVES EXAMINING MULTIPLE FACTORS, INCLUDING INTEREST RATES, ISSUANCE COSTS, REPAYMENT TERMS, AND
MARKET CONDITIONS. THIS COMPREHENSIVE GUIDE AIMS TO EXPLORE THESE COMPONENTS IN DETAIL, HELPING YOU GRASP THE
COMPLEXITIES BEHIND BOND COSTS AND WHAT THEY MEAN FOR CALIFORNIA AND ITS TAXPAYERS.

UNDERSTANDING STATE BoNDs: AN OVERVIEW

BEFORE DIVING INTO THE SPECIFICS OF COSTS, IT’S ESSENTIAL TO UNDERSTAND WHAT STATE BONDS ARE AND WHY THEY ARE
ISSUED.

WHAT ARE STATE BoNDs?

STATE BONDS ARE DEBT INSTRUMENTS ISSUED BY STATE GOVERNMENTS TO RAISE FUNDS FOR VARIOUS PUBLIC PROJECTS SUCH
AS INFRASTRUCTURE, EDUCATION, TRANSPORTATION, AND HEALTHCARE. INVESTORS PURCHASE THESE BONDS, EFFECTIVELY
LENDING MONEY TO THE STATE, WHICH AGREES TO PAY BACK THE PRINCIPAL AMOUNT ALONG WITH INTEREST OVER AN AGREED
PERIOD.

TyPes oF STATE BonDs

- GENERAL OBLIGATION Bonds (GO BoNDS): BACKED BY THE FULL FAITH AND CREDIT OF THE STATE, OFTEN SECURED BY TAX
REVENUES.

- REVENUE BonDS: REPAID FROM SPECIFIC REVENUE SOURCES LIKE TOLLS OR UTILITY FEES.

- SPeCIAL PUrRPOSE BONDS: FOR SPECIFIC PROJECTS WITH DEDICATED REVENUE STREAMS.

FAcTorS INFLUENCING THE CosT ofF CALIFORrRNIA’S $ 10 BiLLION BonD

THE TOTAL COST OF ISSUING A BOND INCLUDES MORE THAN JUST THE FACE VALUE. HERE'S A BREAKDOWN OF KEY FACTORS:

1. INTEResT RATES (CouPoN RATE)

THE COUPON RATE DETERMINES THE ANNUAL INTEREST PAID TO BONDHOLDERS. THE PREVAILING MARKET INTEREST RATES,
CALIFORNIA’S CREDIT RATING, AND ECONOMIC CONDITIONS INFLUENCE THIS RATE.



2. MARKET ConNDITIONS AND CREDIT RATINGS

- CALIFORNIA’S CREDIT RATING, ASSIGNED BY AGENCIES LIKE MooDY’s, STP, AND FITCH, DIRECTLY IMPACTS BORROWING
COSTS.
- HIGHER CREDIT RATINGS TYPICALLY LEAD TO LOWER INTEREST RATES, REDUCING OVERALL COSTS.

3. Bonp TerM (MATURITY PERIOD)

LONGER MATURITIES USUALLY CARRY HIGHER INTEREST RATES DUE TO INCREASED RISK OVER TIME.

4. |IssuANCE CosTs AND UNDERWRITING FEES

THESE ARE THE EXPENSES PAID TO INVESTMENT BANKS AND UNDERWRITERS MANAGING THE BOND ISSUANCE PROCESS.

5. CReDIT ENHANCEMENT AND INSURANCE

SOMETIMES/ BONDS ARE INSURED OR BACKED BY CREDIT ENHANCEMENT , WHICH CAN INFLUENCE INTEREST COSTS.

6. LEGAL AND ADMINISTRATIVE EXPENSES

COSTS RELATED TO LEGAL FEES, RATING AGENCY FEES, AND ADMINISTRATIVE EXPENSES.

ESTIMATING THE CosT oF A $10 BiLLION BonD ISSUANCE FOR CALIFORNIA

GIVEN THE FACTORS ABOVE, HOW MUCH WOULD CALIFORNIA’S $ 10 BILLION BOND COST? W/HILE EXACT FIGURES DEPEND ON
MARKET CONDITIONS AT ISSUANCE, WE CAN ESTIMATE BASED ON HISTORICAL DATA, CURRENT MARKET TRENDS, AND
CALIFORNIA’S CREDIT PROFILE.

AVERAGE INTEREST RATES FOR CALIFORNIA BONDS

- HisTorICALLY, CALIFORNIA’S GENERAL OBLIGATION BONDS HAVE HAD COUPON RATES RANGING FROM AROUND 2% To 4%,
DEPENDING ON THE MATURITY.

- As oF ReCenT DATA (UP To 2023), CALIFORNIA’S GO BONDS TYPICALLY CARRY RATES AROUND 39, FOR BONDS WITH A
10-20 YEAR MATURITY.

Issuance CosTs

- UNDERWRITING FEES USUALLY RANGE BETWEEN 0.5% AND 1% OF THE TOTAL BOND AMOUNT.
- LEGAL AND ADMINISTRATIVE COSTS CAN ADD ANOTHER 0.2% T0 0.5%.

CALCULATING ToTAL CosT
LET’S CONSIDER AN ILLUSTRATIVE SCENARIO:
- Bonp PrincipaL: $10,000,000,000

- AVerRAGE CouroN RATE: 3%
- INTEREST PAYMENTS (ANNUAL): $300,000,000



- Issuance CosTs (UNDERWRITING + LEGAL): 0.8% oF prINCIPAL = $80,000,000

ToTAL ANNUAL INTEREST PAYMENTS:
$10 BILLION X 39% = $300 MILLION

ToTAL Issuance CosTs:
$10 siLLION X 0.89% = $80 MILLION

ToTaL CosT IN YEAR 1 (INTEREST + Issuance CosTs):
$300 MiLLIoN + $80 MiLLIoN = $380 MILLION

OVER THE LIFE OF THE BOND, THE TOTAL INTEREST PAID DEPENDS ON THE MATURITY.

EsTIMATING ToTAL CosT OVER THE BonD’s LIFE

ASSUMING A 20-YEAR MATURITY:

- TOTAL INTEREST PAID:
$300 MILLION/YEAR X 20 YEARS = $6 BILLION

- ToTAL Issuance CosTs:
$80 MiLLION (ONE-TIME)

- ToTaL CosT (INTEREST + ISSUANCE):
$6 BILLION + $80 MILLION = APPROXIMATELY $6.08 BILLION

ToTaL ReraYMeNT (PRINCIPAL + INTEREST + COSTS):
$10 BILLION + $6.08 BILLION = APPROXIMATELY $16.08 BILLION

UNDERSTANDING THE TRUE CosT: BEYoND FACE V ALUE

W/HILE THE ABOVE CALCULATION PROVIDES A ROUGH ESTIMATE, IT’S CRUCIAL TO RECOGNIZE THE DIFFERENCE BETWEEN THE
cosT To CALIFORNIA AND THE COST TO INVESTORS.

NeT PReseNT VALUE (NPV) PerRSPECTIVE

THE TRUE CoST TO CALIFORNIA CONSIDERS THE PRESENT VALUE OF ALL FUTURE CASH FLOWS, DISCOUNTED AT AN
APPROPRIATE RATE. HIGHER INTEREST RATES INCREASE THE PRESENT VALUE OF FUTURE PAYMENTS, RAISING THE EFFECTIVE COST.

IMPACT OF CREDIT RATINGS AND MARKET FLUCTUATIONS

- A DOWNGRADE IN CALIFORNIA’S CREDIT RATING COULD INCREASE INTEREST RATES, RAISING TOTAL COSTS.
- CONVERSELY/ A STRONG MARKET ENVIRONMENT AND HIGH DEMAND FOR MUNICIPAL BONDS CAN LOWER RATES.

ADDITIONAL CosTs AND CONSIDERATIONS

- EARLY REDEMPTION OR CALL OPTIONS MAY INFLUENCE COSTS.
- CHANGES IN INTEREST RATES OVER THE BOND’S LIFESPAN CAN AFFECT REFINANCING OPTIONS.



SuMMARY: APPROXIMATE CosT ofF CALIFORNIA’S $ 10 BiLLION BonD

BASED ON CURRENT MARKET CONDITIONS, HISTORICAL DATA, AND CALIFORNIA’S CREDITWORTHINESS, ISSUING A $10 BILLION
BOND COULD COST APPROXIMATELY:

- TOTAL INTEREST PAYMENTS OVER 20 YEARS: $6 BILLION
- [ISSUANCE AND ADMINISTRATIVE COSTS: AROUND $80 MiLLION TO $150 MILLION
- OVERALL TOTAL coST (PRINCIPAL + INTEREST + ISSUANCE COSTS): ROUGHLY $ 16 BILLION

THIS MEANS THAT, FOR CALIFORNIA, THE COST OF BORROWING $ 10 BILLION COULD BE AROUND $6 BILLION TO $6.5 BILLION IN
INTEREST AND ISSUANCE EXPENSES, MAKING THE TOTAL REPAYMENT APPROXIMATELY $ 16 BILLION.

CoNcLUSION

W/HEN CALIFORNIA ISSUES A $ 10 BILLION BOND, THE TOTAL COST DEPENDS ON NUMEROUS DYNAMIC FACTORS, INCLUDING
MARKET INTEREST RATES, CREDIT RATINGS, BOND TERMS, AND ISSUANCE EXPENSES. BASED ON CURRENT ESTIMATES, THE BOND
couLb cosT CALIFORNIA AROUND 60-65% MORE THAN THE PRINCIPAL AMOUNT OVER ITS LIFESPAN, ACCOUNTING FOR
INTEREST AND ISSUANCE FEES.

For STAKEHOLDERS, UNDERSTANDING THESE COSTS IS VITAL FOR ASSESSING THE FINANCIAL IMPACT OF BORROWING AND
ENSURING FISCAL RESPONSIBILITY. |NVESTORS, IN TURN, SHOULD CONSIDER THE BOND’S YIELD, CREDIT RATINGS, AND MARKET
CONDITIONS TO EVALUATE THE TRUE VALUE OF THEIR INVESTMENT.

ADDITIONAL RESOURCES FOR INVESTORS AND STAKEHOLDERS

- CALIFORNIA STATE TREASURER’S OFFICE: [OFFICIAL BOND PROGRAM INFORMATION]

- Mooby’s, S§P, FiTcH: CReEDIT RATING AGENCIES REPORTS

- MuniciPAL BonD MARkeT ReporTs (E.G., BLoomeerg, CNBC)

- GoVERNMENT FINANCE OFFICERS AssociaTioN (GFOA): BesT PRACTICES IN BOND ISSUANCE

IN SUMMARY, ISSUING A $ 10 BILLION BOND IS A SIGNIFICANT FINANCIAL DECISION FOR CALIFORNIA/ WITH TOTAL COSTS
POTENTIALLY REACHING AROUND $ 16 BILLION OVER THE LIFE OF THE BONDS, DEPENDING ON INTEREST RATES, ISSUANCE COSTS,
AND MARKET CONDITIONS. CAREFUL PLANNING AND MARKET ANALYSIS ARE ESSENTIAL TO MINIMIZE COSTS AND ENSURE THE
STATE’S FINANCIAL HEALTH.

FREQUENTLY AskeD QUESTIONS

IF THE STATE OF CALIFORNIA ISSUES A $ 10 BILLION BOND, APPROXIMATELY HOW
MUCH WILL THE TOTAL COST BE INCLUDING INTEREST?

THE TOTAL COST DEPENDS ON THE BOND'S INTEREST RATE AND TERM. FOR EXAMPLE, WITH AN AVERAGE INTEREST RATE OF 30/0
over 30 YEARS, THE BOND COULD COST ROUGHLY $15 BILLION IN TOTAL REPAYMENT, INCLUDING INTEREST.



\WHAT FACTORS INFLUENCE THE TOTAL COST oF A $ 10 BILLION BOND ISSUED BY
CALIFORNIA?

FACTORS INCLUDE THE BOND'S INTEREST RATE, MATURITY PERIOD, ISSUANCE COSTS, AND MARKET CONDITIONS AT THE TIME OF
ISSUANCE.

How poes CALIFORNIA’S CREDIT RATING AFFECT THE COST OF ISSUING A $10 BILLION
BOND?

A HIGHER CREDIT RATING TYPICALLY RESULTS IN LOWER INTEREST RATES, REDUCING THE TOTAL COST. CONVERSELY, A LOWER
RATING MAY INCREASE BORROWING COSTS DUE TO HIGHER INTEREST RATES.

\WHAT IS THE TYPICAL INTEREST RATE RANGE FOR LARGE STATE BONDS LIKE
CALIFORNIA’S $ 10 BILLION ISSUE?

INTEREST RATES FOR STATE BONDS VARY BUT GENERALLY RANGE FROM 20/0 TO 40/0, DEPENDING ON MARKET CONDITIONS AND
CREDIT RATINGS AT THE TIME OF ISSUANCE.

How LONG DOES IT USUALLY TAKE FOR CALIFORNIA TO REPAY A $ 10 BILLION BOND?

REPAYMENT PERIODS CAN RANGE FROM 10 To 30 YEARS, WITH LONGER TERMS SPREADING OUT THE TOTAL COST BUT
INCREASING TOTAL INTEREST PAID.

ARE THERE ADDITIONAL COSTS ASSOCIATED WITH ISSUING A $ 10 BILLION BOND FOR
CALIFORNIA?

YES, ISSUANCE COSTS SUCH AS UNDERWRITING FEES, LEGAL FEES, AND CREDIT RATING FEES CAN ADD TO THE OVERALL EXPENSE
OF THE BOND.

CAN THE TOTAL cosT ofF CALIFORNIA’S $ 10 BILLION BOND BE ESTIMATED BEFORE
ISSUANCE?

WHILE AN EXACT FIGURE CAN'T BE KNOWN UNTIL ISSUANCE, FINANCIAL MODELS USING CURRENT INTEREST RATES AND TERMS CAN
PROVIDE AN APPROXIMATE TOTAL COST, INCLUDING INTEREST PAYMENTS.

ADDITIONAL RESOURCES

IF THe STATE OF CALIFORNIA ISSUES A Bonp For $ 10 BiLLIioN, APPROXIMATELY How MucH WiLL THAT Bonp CosT

W/HEN CONSIDERING THE ISSUANCE OF BONDS BY A STATE GOVERNMENT, PARTICULARLY A MASSIVE SUM LIKE $10 BILLION,
UNDERSTANDING THE VARIOUS FACTORS THAT INFLUENCE THE OVERALL COST BECOMES ESSENTIAL. BONDS ARE A PRIMARY
MECHANISM FOR GOVERNMENTS TO RAISE CAPITAL FOR INFRASTRUCTURE, PUBLIC PROJECTS, OR BUDGET DEFICITS. IN THE CASE
oF CALIFORNIA—A STATE WITH SIGNIFICANT ECONOMIC INFLUENCE AND A COMPLEX FINANCIAL LANDSCAPE—THE COST OF
ISSUING A $ 10 BILLION BOND HINGES ON MULTIPLE INTERCONNECTED ELEMENTS. THIS ARTICLE EXPLORES THE INTRICACIES OF
BOND ISSUANCE COSTS, THE FACTORS AFFECTING BORROWING EXPENSES, AND THE BROADER IMPLICATIONS FOR CALIFORNIA AND
ITS RESIDENTS.

UNDERSTANDING GOVERNMENT BONDS AND THEIR COST STRUCTURE

BEFORE DELVING INTO THE SPECIFICS FOR CALIFORNIA, IT’S CRUCIAL TO UNDERSTAND WHAT GOVERNMENT BONDS ARE AND HOW



THEIR COSTS ARE DETERMINED.

WHAT ARE GOVERNMENT BONDS?

GOVERNMENT BONDS ARE DEBT SECURITIES ISSUED BY A STATE OR FEDERAL GOVERNMENT TO FINANCE ITS OPERATIONS OR
PROJECTS. INVESTORS PURCHASE THESE BONDS, EFFECTIVELY LENDING MONEY TO THE ISSUER IN EXCHANGE FOR PERIODIC
INTEREST PAYMENTS AND THE RETURN OF PRINCIPAL AT MATURITY.

CosT COMPONENTS OF A BoND

THE TOTAL COST OF A BOND TO THE ISSUER INCLUDES:

- INTEREST PAYMENTS (CouPoN RATE): THE ONGOING INTEREST PAID TO BONDHOLDERS.

- IssuANCE CosTs: FEES PAID TO UNDERWRITERS, LEGAL ADVISORS, RATING AGENCIES, AND OTHER SERVICE PROVIDERS.
- MARKET CONDITIONS: PREVAILING INTEREST RATES AND INVESTOR DEMAND.

- CreDIT RATING: DETERMINES THE PERCEIVED RISK AND INFLUENCES THE INTEREST RATE REQUIRED BY INVESTORS.

- TERM OF THE BOND: LONGER MATURITY TYPICALLY ENTAILS HIGHER INTEREST COSTS DUE TO INCREASED RISK.

UNDERSTANDING THESE COMPONENTS HELPS CONTEXTUALIZE HOW THE INITIAL FACE VALUE, IN THIS CASE, $10 BILLION,
TRANSLATES INTO ACTUAL COSTS OVER THE BOND’S LIFESPAN.

EsSTIMATING THE CosT ofF A $10 BiLLiIoN BonD FOR CALIFORNIA

To APPROXIMATE HOW MUCH A $ 10 BILLION BOND ISSUED BY CALIFORNIA WOULD COST, WE NEED TO ANALYZE TYPICAL
INTEREST RATES, ISSUANCE EXPENSES, AND THE IMPACT OF CREDIT RATINGS.

INTEREST RATE (CouroN RATE AND YIELD)

THE KEY DETERMINANT OF BOND COST IS THE INTEREST RATE——SPECIFICALLY, THE YIELD INVESTORS DEMAND FOR HOLDING
CALIFORNIA BONDS.

- HisTorICAL CONTEXT: CALIFORNIA’S CREDIT RATING INFLUENCES ITS BORROWING COSTS. AS OF RECENT YEARS,
CALIFORNIA’S GENERAL OBLIGATION BONDS HAVE BEEN RATED IN THE A To AA RANGE, REFLECTING SOLID BUT NOT TOP-TIER
CREDITWORTHINESS.

- CURRENT MARKET RATES: As oF LATE 2023, MUNICIPAL BOND YIELDS FOR SIMILAR CREDIT QUALITY AND MATURITIES
TYPICALLY HOVER AROUND 3% To 4%. LONGER-TERM BONDS TEND TO HAVE SLIGHTLY HIGHER YIELDS TO COMPENSATE FOR
INCREASED RISK.

- APPROXIMATE INTEREST CosT: FOR A 30-YEAR BOND AT A 3.5% YIELD, ANNUAL INTEREST PAYMENTS WOULD BE ROUGHLY
$350 MILLION, SUMMING TO OVER $ 10 BILLION IN INTEREST OVER THREE DECADES, THOUGH ACTUAL COSTS ARE MORE
COMPLEX DUE TO AMORTIZATION AND REINVESTMENT.

IssuANCE AND UNDERWRITING CosTS

ISSUANCE COSTS GENERALLY INCLUDE:
- UNDERWRITING FEES: USUALLY AROUND 19% OF THE BOND AMOUNT, SO APPROXIMATELY $ 100 MILLION FOR $ 10 BILLION.
- LEGAL AND ADMINISTRATIVE FEES: SEVERAL MILLION DOLLARS, DEPENDING ON THE COMPLEXITY.

- RATING AGENCY FEES: TYPICALLY A FEW HUNDRED THOUSAND DOLLARS.

THESE UPFRONT COSTS CAN ADD APPROXIMATELY 0.5% To 1% TO THE TOTAL BOND ISSUANCE COST.



CreDIT RATING AND ITS IMPACT

- HIGHER RATINGS = LOWER INTEREST RATES: A BETTER CREDIT RATING REDUCES BORROWING COSTS.
- DOWNGRADES/UPGRADES: CHANGES IN CREDIT RATINGS CAN CAUSE FLUCTUATIONS IN INTEREST RATES, AFFECTING TOTAL
COSTS.

GIVEN CALIFORNIA’S STRONG ECONOMY BUT ALSO ITS LARGE DEBT LOAD AND PENSION OBLIGATIONS, ITS BONDS ARE GENERALLY
CONSIDERED SAFE BUT NOT WITHOUT RISK, INFLUENCING THE YIELD.

CALCULATING ToTAL CosT: AN APPROXIMATE SCENARIO

BASED ON THESE FACTORS, LET’S CONSTRUCT AN ESTIMATED TOTAL COST FOR CALIFORNIA’S $ 10 BILLION BOND ISSUANCE:

- INTEREST PAYMENTS: AT A 3.5% coupoN RATE OVER 30 YEARS, THE ANNUAL INTEREST IS APPROXIMATELY $350 MILLION,
TOTALING ABOUT $10.5 BILLION OVER THE LIFE OF THE BOND.

- Issuance CosTs: ABouT 1% OF THE PRINCIPAL, AROUND $ 100 MILLION.

- LEGAL AND ADMINISTRATIVE FeEeS: ESTIMATED AT $10-$20 MILLION.

- RATING AGENCY AND OTHER FEES: APPROXIMATE $1-$2 MILLION.

ToTAL EsTiIMATED CosT Over Bonp LIFE:
- INITIAL ISSUANCE cosTs: ~$ 120 MILLION
- INTEREST PAYMENTS OVER 30 YEARS: ~$10.5 BILLION

NeT CosT To CALIFORNIA (INTEREST + Fees): APPROXIMATELY $10.6 BILLION To $10.7 BILLION.

THIS ROUGH ESTIMATE INDICATES THAT THE ACTUAL “COST” OF THE BOND—BEYOND REPAYING THE PRINCIPAL—IS PRIMARILY
DRIVEN BY INTEREST PAYMENTS, WHICH CONSTITUTE THE MAJORITY OF THE EXPENSE.

FAcTors THAT CouLD INFLUENCE THE CosT

THE ACTUAL COST COULD VARY SIGNIFICANTLY BASED ON SEVERAL DYNAMIC FACTORS:

MARKET CONDITIONS AT THE TIME OF ISSUANCE

- RISING INTEREST RATES INCREASE BORROWING COSTS.
- ECONOMIC DOWNTURNS MIGHT LEAD TO HIGHER YIELDS DEMANDED BY INVESTORS.

CrepIT RATING CHANGES

- DOWNGRADES COULD INCREASE THE YIELD, RAISING TOTAL COSTS.
- UPGRADES COULD REDUCE INTEREST COSTS.

BoND STRUCTURE

- CALLABLE BoNDs: OFFER FLEXIBILITY BUT MAY CARRY HIGHER INTEREST COSTS.
- DIFFERENT MATURITIES: SHORTER-TERM BONDS TYPICALLY HAVE LOWER INTEREST RATES BUT REQUIRE REFINANCING SOONER.

INVESTOR DEMAND

- STRONG DEMAND CAN PUSH YIELDS DOWN, REDUCING COSTS.



- LACK OF DEMAND LEADS TO HIGHER YIELDS AND COSTS.

BROADER IMPLICATIONS FOR CALIFORNIA AND |ITS RESIDENTS

THE DECISION TO ISSUE A $ 10 BILLION BOND INVOLVES WEIGHING THE IMMEDIATE BENEFITS OF FUNDING CRITICAL PROJECTS
AGAINST THE LONG-TERM COSTS OF DEBT SERVICE.

ADVANTAGES OF BOND ISSUANCE

- FUNDING INFRASTRUCTURE: ROADS/ SCHOOLS, HEALTHCARE FACILITIES, AND OTHER VITAL PROJECTS.
- EconoMic STiMuLUS: CAN BOOST EMPLOYMENT AND ECONOMIC ACTIVITY.
- BUDGET MANAGEMENT: SPREADS COSTS OVER TIME, AVOIDING LARGE UPFRONT EXPENDITURES.

DisADVANTAGES AND RISKS

- DEBT BURDEN: INCREASED FUTURE LIABILITIES CAN STRAIN BUDGETS.
- INTEREST COST: SIGNIFICANT LONG-TERM EXPENSE THAT COULD DIVERT FUNDS FROM OTHER PRIORITIES.
- MARKET RIskS: FLUCTUATIONS COULD LEAD TO HIGHER COSTS IF MARKET CONDITIONS WORSEN.

Pros AND CoNs SUMMARY

- Pros:

- ACCESS TO SUBSTANTIAL CAPITAL FOR LARGE-SCALE PROJECTS.

- SPREADS COSTS OVER DECADES, EASING IMMEDIATE BUDGET IMPACTS.

- POTENTIALLY FAVORABLE INTEREST RATES DUE TO CALIFORNIA)S STRONG CREDIT PROFILE.

- Cons:

- LONG-TERM DEBT COMMITMENTS.

- RISKS ASSOCIATED WITH RISING INTEREST RATES.

- POTENTIAL IMPACT ON CREDIT RATINGS IF DEBT LEVELS BECOME UNSUSTAINABLE.

Concrusion; How MucH WiLL THe Bonp CosT?

\X/HILE PRECISE COSTS VARY BASED ON MARKET CONDITIONS, CREDIT RATINGS, AND BOND STRUCTURE, A REASONABLE ESTIMATE
SUGGESTS THAT CALIFORNIA’S $ 10 BILLION BOND ISSUANCE WOULD COST APPROXIMATELY $10.6 BILLION TO $10.7 BILLION
OVER ITS LIFESPAN. THIS INCLUDES ROUGHLY $ 10.5 BILLION IN INTEREST PAYMENTS AND ABOUT $ 100 MiLLION To $200
MILLION IN ISSUANCE AND RELATED COSTS.

ULTIMATELY, THIS SUBSTANTIAL FINANCIAL INSTRUMENT ENABLES CALIFORNIA TO FUND CRITICAL INFRASTRUCTURE AND PUBLIC
PROJECTS BUT ALSO ADDS TO ITS LONG-TERM FINANCIAL OBLIGATIONS. STAKEHOLDERS MUST CAREFULLY WEIGH THE BENEFITS
OF IMMEDIATE CAPITAL AGAINST THE IMPLICATIONS OF INCREASED DEBT SERVICING COSTS OVER DECADES.

IN SUMMARY, ISSUING A $ 10 BILLION BOND BY CALIFORNIA IS A SIGNIFICANT FINANCIAL UNDERTAKING, WITH COSTS PRIMARILY
DRIVEN BY THE PREVAILING INTEREST RATES AND THE STATE’S CREDITWORTHINESS. W/HILE THE IMMEDIATE OUTLAY MIGHT SEEM
MANAGEABLE, THE LONG~TERM COSTS HIGHLIGHT THE IMPORTANCE OF PRUDENT FISCAL MANAGEMENT AND STRATEGIC PLANNING IN
LARGE-SCALE GOVERNMENT BORROWING ENDEAVORS.



Approximately How Much Will That Bond Cost

If The State Of California Issues A Bond For 10 Billion Approximately How Much Will That Bond
Cost
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