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1.   Agenda Item Title:  University of Nevada, Reno – Pennington Medical Education 
Building - 2016A Refunding Note          

                                           
Meeting Date: March 3 - 4, 2016 

 
2. BACKGROUND & POLICY CONTEXT OF ISSUE: 
 
In 2009, the System issued a $9.8 million note to provide its matching funds for the construction 
of the 59,000 sq. ft. William N. Pennington Medical Learning Lab (Exhibit 1). The project was 
developed alongside others in response to major, statewide studies that confirmed the pressing 
need to improve the quality of medical care for the citizens of Nevada. The total cost of the 
project was $42.2 million, including $31 million in state funding. 
 
The 2009 Note bridged donor gift pledges for the construction of the project. Due to financial 
market conditions in 2009, UNR could not obtain a 20-year repayment schedule that matched the 
scheduled donor gift pledges. The Board was briefed on this possible outcome in 2009 and now, 
as expected, UNR seeks Board approval of a Resolution to refinance the 2009 Note to match 
remaining debt service payments with donor gift pledges (Exhibit 2). 
 
The 2009 Note was issued as a “Recovery Zone Economic Development Bond”. Such bonds 
were authorized by the 2009 American Recovery and Reinvestment Act, and their availability 
was significantly limited. UNR received an allocation to issue such bonds from the City of Reno. 
Interest on the 2009 Note is fully taxable for federal income tax purposes. However, UNR 
receives a rebate payment from the federal government for 45% of its actual interest cost. The 
2009 Note bears interest at 6.12%, and the net rate paid by UNR after receiving the subsidy is 
3.37%. This net rate resulted in a lower borrowing cost for UNR in 2009 than traditional 
tax-exempt financing. Even though the 2009 Note is taxable under federal income tax law, the 
project is eligible for tax-exempt financing and the interest on the proposed 2016A Note will be 
exempt from federal income taxation. 
 
Currently, the balance of the 2009 Note is $7,511,000. Donor gift pledges are scheduled to be 
received through calendar year 2025. The proposed 2016A Note will be structured to match 
scheduled donor gift pledges through January 2026 (Exhibit 3). In addition, the proposed note 
should allow greater prepayment flexibility than a bond sold in the public capital market. This 
prepayment flexibility may be of use if donor gift pledges are accelerated for any reason. 
 
Current financial market conditions are favorable. Interest rates remain at historically low levels. 
Based on current conditions, UNR expects it will be able to refinance the $7.5 million balance of 
the 2009 note to match the scheduled donor gift pledges. Debt service on the new note is expected 
to be fully paid from donor gift pledge receipts. 
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3. SPECIFIC ACTIONS BEING RECOMMENDED OR REQUESTED: 
 
University  of Nevada, Reno  President Marc  Johnson  requests  approval  of  a  resolution  to 
issue a fixed rate tax‐exempt note to refinance the existing 2009 note  in an amount not to 
exceed $7,600,000. 
 
 
 
4. IMPETUS (WHY NOW?): 
 
The final payment on the 2009 Note is due July 1, 2016. If not refinanced, UNR will need to pay 
the remaining balance from other sources. 
 
 
5. BULLET POINTS TO SUPPORT REQUEST/RECOMMENDATION: 

 
Refinancing the 2009 Note will align debt service payments on the project with remaining 
scheduled donor gift pledges. The remaining pledges relate to one major, local Foundation with a 
long, strong and demonstrated history of gifting to the University.  The original plan of finance 
for the Pennington Medical Learning Lab intended for debt service to be paid from donor gift 
pledges. Refinancing the 2009 Note will align debt service with the remaining donor gift pledge 
schedule. 
 
 
6. POTENTIAL ARGUMENTS AGAINST THE REQUEST/RECOMMENDATION: 

 
Refinancing the Note will extend its term and will increase the interest expense on the Pennington 
Medical Learning Lab. 

 
 
7. ALTERNATIVE(S) TO WHAT IS BEING REQUESTED/RECOMMENDED: 

 
Choose not to move forward with the refinancing at this time, and make the final payment due 
July 1, 2016 on the 2009 Note from other sources. 
 
 
8. COMPLIANCE WITH BOARD POLICY: 

 
 Consistent With Current Board Policy:   Title #__ __   Chapter #_____ Section #_______ 
 Amends Current Board Policy:     Title #_____   Chapter #_____  Section #_______ 
 Amends Current Procedures & Guidelines Manual:   Chapter #_____  Section #_______ 
      Other: ___________________________________________________________ 
 Fiscal Impact:        Yes   X     No___ 
          Explain:  Debt service on the 2016A Note, a refinancing of the balance on the original 2009 
Note (at lower interest rates), is estimated to be approximately $1 million per year through fiscal 
year 2026.  
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