ABAG Finance Authority for Nonprofit Corporations

Valley Montessori School Series 2012

Page 2

AGENDA ITEM No. 4

ABAG FINANCE AUTHORITY FOR NONPROFIT CORPORATIONS


A Joint Powers Authority of Cities and Counties

Meeting of 5 September 2012
The Executive Committee of the Board of Directors of the ABAG Finance Authority for Nonprofit Corporations is requested to consider Resolution 12-11 authorizing up to $7.5 million in non-rated, privately-placed bond financing for Tri-Valley Montessori School (dba Valley Montessori School).  The City of Livermore is scheduled to hold the required TEFRA hearing for this matter on September 10.  Financing documentation is substantially complete and available for review upon request.

Valley Montessori School

Location of Facilities:         
1273 N Livermore Avenue, Livermore

Use of Funds:
Refund Existing Debt; Reimbursement for 






Prior Capital Expenditures
Financing Amount:            
Not to exceed $7,500,000

      Expected Rating/Security:
Non-Rated Private Placement (US Bank) 

The Borrower  

Valley Montessori School (“VMS” or the “School”) is a private, independent, non-profit school for children from eighteen months through eighth grade.  Founded in 1976 by Elizabeth Marshall, the School is guided by the observations, methods and philosophy of Dr. Maria Montessori.  This method of education focuses on the development of the whole child in all areas of life, and supports the idea that children possess an innate desire to explore, discover, and learn. This is supported best within a social environment that inspires personal development. 
VMS creates an environment where children are inspired to realize their academic, personal and social potential.  The School’s goal is to educate the whole person through the Montessori approach which addresses the intellectual, social, emotional and physical needs of each child. 

All Valley Montessori School students are admitted without regard to race, color, gender, religion, or national or ethnic origin.  As a 501(c)(3) educational organization, the School meets the requirements of the Tax Code for borrowing using tax-exempt securities.

The Financing Project

In December 2009, the Authority provided $7,390,000 in Variable rate bond financing enhanced by a direct pay letter of credit from Comerica Bank for the School to refund prior debt and to fund construction of new campus facilities – an 8,500 square foot building to house 6 additional classrooms and a half-court gymnasium.  
Today’s proposal calls for the refinancing of the Authority’s Series 2009 bonds in order to secure a lower interest rate and a longer loan term at a fixed rate.  An estimated $100,000 would also be reimbursed to the School for previously-paid capital expenditures made at its campus.  Approximately $7.28 million in non-rated, tax-exempt revenue bonds would be privately placed with US Bank (the “Bank”).  The bonds would be structured at a fixed rate for the first 7 years and be amortized over 30 years.  After the initial 7-year period, the School will have the option to switch to a letter of credit structure or pursue a long-term, fixed-rate placement.  The Bank will be secured by a first deed of trust on the School’s campus.

The obligation of the Authority to make payments on the financing (such obligation to be assigned to the Bank) must be strictly limited to payments made by the Borrower.  The placement documentation must contain a statement having the same effect as the following:

Neither the faith and credit of the Authority or the Association of Bay Area Governments nor the faith and credit or taxing power of any member of the Authority, the Association of Bay Area Governments, the State of California, or any political subdivision thereof, is pledged to the payment of the principal of premium, if any, or purchase price of, or interest on these securities or other costs incident thereto except from the specific revenues and funds pledged therefor.  These securities are not a debt of the Authority, the Association of Bay Area Governments or the State of California or any political subdivision thereof, and neither the Authority, the Association of Bay Area Governments nor the State of California, nor any political subdivision thereof is liable for the payment thereof.

The Authority must also receive comprehensive indemnification from the Borrower.  In accordance with the Authority’s Guidelines for such financing, the lender would be required to execute a sophisticated investor letter detailing, among other things, the recognition of risk, the satisfaction of disclosure requirements, the Authority’s strict limitations on resale of the securities,  and a hold harmless against any lender liability.

Financing Team

The Borrower has proposed that Ice Miller LLP, Columbus, Ohio, serve as Bond Counsel for this transaction.  The Borrower is represented by Spaulding McCullough & Tansil LLP, Santa Rosa, as Legal Counsel and by Western Solutions Inc, Homewood, California as its Financial Advisor.  The Authority is being represented in this matter by Jones Hall, San Francisco.  

Enclosures and Other Documentation

The Bank’s commitment letter for this financing is enclosed along with the Authority’s authorizing Resolution.

Authority Guidelines for Issuance

As proposed, the financing would meet the Authority's Guidelines for Issuance in all respects.

Staff Recommendation

Staff respectfully recommend approval of Resolution No. 12-11 authorizing the proposed financing.
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