
 

 1

CALIFORNIA INFRASTRUCTURE AND ECONOMIC DEVELOPMENT BANK (I-Bank) 
501(c)(3) REVENUE BOND FINANCING PROGRAM 

 

STAFF REPORT 
 

EXECUTIVE SUMMARY 
Applicant:  Pueblo Serra Worship Holdings (Borrower) Amount 

Requested: 
Not to exceed 
$56,550,000 

Applicant 
Description: 

The Borrower, a California nonprofit public benefit 
religious corporation, owns and operates the JSerra 
Catholic High School (School), an independent, co-
educational private Roman Catholic school serving 
students in grades nine to twelve. 

Date of Board 
Meeting: 

August 25, 2009 

Resolution 
Number: 

09-33 

Project Site: 26351 Junipero Serra Road 
San Juan Capistrano, CA 92675 

Prepared by:  Joel Tokimitsu 

Project 
Description: 

I-Bank bonds (2009 Bonds) will be used to refund existing tax-exempt Colorado Educational and 
Cultural Facilities Authority (CECFA), Series 2006 Bonds (CECFA Bonds) and refinance outstanding 
taxable loans (Taxable Loans).  The proceeds of the CECFA Bonds were used to refinance taxable 
obligations of the Borrower originally used to fund the construction of School facilities.  The proceeds of 
the Taxable Loans were also used to fund the construction of School facilities. 

Public 
Benefits: 

The School seeks to fulfill an important role in the community by providing an academically demanding 
educational curricula that meets students’ intellectual, spiritual and emotional needs. The School 
provides students with access to a Roman Catholic high school education and is open to students of 
any race, color, religion, national and ethnic origin.  All students participate in the community services 
programs and the School is actively involved in CREER, a community service program with the 
purpose of developing the cultural, educational and social potential of Latino children in the community.  
In addition, the School’s facilities are used for community recreation and sports programs with the City 
of San Juan Capistrano, the San Juan Capistrano Community Mariachi Program and other events that 
benefit children in the community.  Since inception in 2003, the School has awarded over $1 million in 
financial aid and scholarships. 

Financing Structure: 

Type of Issue: 
 
Tax Status:  
Term: 
Credit Enhancement: 
 
Credit Rating:  
 Series 2009A: 
 Series 2009B: 
 Series 2009C: 

 

Publicly-offered variable-rate securities in authorized denominations of $100,000 or any 
integral multiple of $5,000 in excess thereof.  
Tax-exempt 501(c)(3) bonds 
25 years. 
Direct-pay letter of credit from Wells Fargo, N.A.  (Series 2009A), U.S. Bank, N.A. (Series 
2009B) and Comerica Bank (Series 2009C). 
 
Expected AA-/F1+ by Fitch based on the credit rating of Wells Fargo, N.A.  
Expected AA-/F1+ by Fitch based on the credit rating of U.S. Bank, N.A. 
Expected A/F1 by Fitch based on the credit rating of Comerica Bank. 

Est. Sources of Funds: 
Par amount of the bonds   
 

 

 

TOTAL SOURCES 

 
$56,550,000 

 
 

 
$56,550,000 

Est. Uses of Funds: 
Refund CECFA Bonds 
Refinance Taxable Loans 
Costs of Issuance 
 
TOTAL USES  

 
     $43,500,000 

11,243,453 
1,806,547 

 
$56,550,000 

Financing Team: 
Bond and Disclosure Counsel: 

Underwriter: 
Trustee: 

 
Kutak Rock LLP 
Wells Fargo Institutional Securities, LLC 
Deutsche Bank National Trust Company 

Staff Recommendation: 
Staff recommends approval of Resolution 09-33 for an amount not to exceed $56,550,000 for Pueblo Serra Worship 
Holdings. 
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BACKGROUND AND HISTORY 

 
Pueblo Serra Worship Holdings (Company or Borrower), a qualified 501(c)(3) non-profit 
corporation, is the holding company for the JSerra Catholic High School (School), located 
in San Juan Capistrano, California.  
 
The Company, was originally formed in 2002 as Pueblo Serra, Inc. a California 
Corporation.  The stock of Pueblo Serra, Inc. was donated to the School and the 
Company became a California non-profit religious corporation, the sole member of which 
is the School.  The Company owns the land in the City of San Juan Capistrano on which 
the classroom facilities (North Campus) are located and leases, under a long-term ground 
lease, the land on which the athletic facilities (South Campus) are located.  The Company 
leases both the North and South Campus to the School. 
 
The School, a private Roman Catholic high school, began instruction on September 3rd, 
2003 with an initial enrollment of approximately 110 freshmen and 50 sophomores.  The 
School anticipates having a total of 925 to 1,000 students in grades nine through twelve 
at the beginning of this 2009/10 school year and ultimately expects to serve 1,450 
students by 2014.  The School is recognized and approved by the Diocese of Orange and 
accredited by the Western Association of Schools and Colleges and the Western Catholic 
Education Association.   
  
The School offers a comprehensive college preparatory curriculum including both secular 
and religious courses.  While the School is Catholic-based, it is also ecumenical and open 
to students of all faiths.  Approximately forty-five percent of the student body is non-
Catholic.  Teachers are credentialed and/or have advanced academic degrees and are 
specially selected for their ability to work well with students and colleagues.  The School 
strives to provide a well-rounded education putting emphasis on the formation of the 
whole person (i.e., intellectually, spiritually, physically and emotionally). 
 
Serving the community is an integral part of the School’s mission and philosophy.  
Students are encouraged to develop their own personal responsibility and contribute back 
to the community in which they live.  Students must fulfill specified community service 
requirements as a condition for graduation. 
 
The School offers financial aid to qualified families.  It also offers scholarships based 
upon academic achievement, leadership, community service and commitment to the arts.   
 

GOVERNANCE AND MANAGEMENT 

 
The School’s Board of Directors (School Board) is comprised of 23 members and meets 
10 times per year (once per month from September through June.)  The School Board is 
responsible for “day-to-day” oversight concerning the governance of the School, student 
activities and decisions concerning employment of faculty.   
 
In addition, the School’s Board of Trustees (School Trustees) is comprised of 5 members 
and meets on a quarterly basis or as needed.  The School Trustees are responsible for 
approving strategic decisions including matters related to long-term financing for the 
School. 
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The Company’s Board of Directors (Company Board) is comprised of 4 members.  The 
Company Board does not participate in the governance and management of the School.  
The Company is the fee owner of the North Campus and the long-term ground lessee of 
the South Campus.  The Company’s management team includes the following officers: 
 

MANAGEMENT TEAM 
Frank Talarico Jr. Chief Executive Officer and President 
John F. Moody Secretary 
Jeanne Walker Chief Financial Officer 

 
The School’s management includes the following administration team members:  
 

ADMINISTRATION TEAM 
Tom Waszak Principal 
Fr. Vincent Gilmore, O. Praem Rector 
Eric Stroupe Vice Principal, Curriculum 
Dr. Sharon Anderson Vice Principal, Student Services 
Andy Sulick Director of Admissions 

 
The current members of the Company Board, School Board and School Trustees are 
listed in Appendix A of this report.   
 
 

PROJECT DESCRIPTION 

 

The project (Project or Financing) involves the refunding of existing tax-exempt variable 
rate revenue bonds issued by a Colorado issuer in 2006 and refinancing of existing 
taxable loans.   
 
The Borrower intends to use the proceeds of the proposed I-Bank bonds (2009 Bonds) to 
refund approximately $43,500,000 Colorado Educational and Cultural Facilities Authority 
(CECFA), Adjustable Rate Revenue Bonds (Pueblo Serra Worship Holdings Project), 
Series 2006 (CECFA Bonds) and refinance a portion of outstanding $11,870,000 taxable 
loans (Taxable Loans). The Borrower issued tax-exempt bonds through CECFA because 
a ruling with respect to the issuance of tax-exempt bonds for a pervasively sectarian 
school had yet to be issued by the California Supreme Court. 
 
The CECFA Bonds and the Taxable Loans were used to finance the construction of the 
School’s facilities located at 26300, 26311, 26331, 26351 and 26353 Junipero Serra 
Road, in San Juan Capistrano.  The School’s facilities cover approximately 40 acres of 
land and are divided into two adjacent campuses, connected by a pedestrian bridge.  The 
North Campus occupies over 60,000 square feet of building space and house the 
following: 64 state-of-the-art classrooms; library/media center; chapel; food service 
facilities; meeting and dining facilities; technology department; administrative offices, 
health center; uniform store; and main locker pod.  The South Campus is home to the 
athletic department offices; a 2,000 seat gymnasium; an Olympic-class aquatics center; a 
fully-equipped training center; Varsity and Junior Varsity softball and baseball fields, five 
soccer fields, and football and lacrosse fields (all utilizing artificial turf for maximum safety 
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and playability); six tennis courts; a synthetic running track; boys and girls training 
facilities and two sand volleyball courts (collectively, Athletic Complex). 
 

FINANCING STRUCTURE 

 
The Borrower is requesting approval for the issuance of Series 2009A, Series 2009B and 
Series 2009C bonds (collectively, the 2009 Bonds) in an amount not to exceed 
$56,550,000.   
 
The payment of principal and interest for each series of bonds will be enhanced by a 
separate direct pay letter of credit (LOC) executed simultaneously with the issuance of 
the 2009 Bonds.  The Bonds will carry expected ratings based upon the respective credit 
ratings of the LOC providers, as provided below. 
 

Bond Series LOC Provider 
Expected 
Ratings by 

Fitch 
Series 2009A Wells Fargo N.A. AA-/F1+ 
Series 2009B U.S. Bank N.A. AA-/F1+ 
Series 2009C Comerica Bank A/F1 

 
In no event shall the 2009 Bonds constitute a pledge of the faith and credit of the State or 
any political corporation, subdivision or agency of the State, and neither the State nor any 
political corporation, subdivision or agency of the State shall be liable to make any 
appropriation for the repayment of the 2009 Bonds other than the I-Bank's limited 
obligation to make payments solely from the payments received by the Corporation to the 
I-Bank.  The 2009 Bonds shall constitute a special obligation of the I-Bank, payable solely 
from revenues or other sources provided for in a loan agreement between the I-Bank and 
the Borrower (Loan Agreement). 
 
 

ELIGIBILITY FOR TAX-EXEMPT CONDUIT BOND FINANCING 

 
The School is a private Roman Catholic High School recognized and approved by the  
Diocese of Orange.  As such, bond counsel (Kutak Rock) was asked to provide a 
memorandum to the I-Bank discussing the 2009 Bond’s compliance with applicable state 
and federal constitutional requirements and court rulings with respect to the issuance of 
tax-exempt bonds for a private religious school.  Bond counsel obtained facts from the 
Borrower and the School and concluded that the 2009 Bonds meets the tests as 
articulated by the California Supreme Court (Court) in California Statewide Communities 
Development Authority v. All Persons Interested (2007) 40 Cal.4th 788 (CSCDA), the 
most recent case on the issue of tax-exempt financings for private religious schools.  In-
house counsel also analyzed the issues based on information provided by bond counsel 
and the School and concluded that the 2009 Bonds meets the tests as articulated in 
CSCDA allowing the 2009 Bonds to be eligible for the proposed tax-exempt financing. 
 
CSCDA is the Court’s articulation of conditions under which tax-exempt bond proceeds 
may be used to finance a project for a private religious school without violating 
California’s Establishment Clause (Cal. Const. Art XVI, sec.5) or the U.S. Constitution 
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First Amendment’s prohibition of “establishment of religion.”  The Court’s four part test for 
compliance with the California Constitution is summarized as follows: 
 

1. The bond program must serve the public interest and provide no more than an 
incidental benefit to religion.  In order to determine whether this first part of the four 
part test is satisfied, the Court created an additional two part test:  

a. The school that is the subject of the revenue bond financing must provide a 
broad curriculum in secular subjects (which the Court notes was not just a 
few, but several subjects) and 

b. The information and coursework used to teach secular subjects must be 
neutral with respect to religion (meaning while the classes may contain 
information about religion, the courses must not advocate or oppose any 
religion).  

2. The bond program must be available to both secular and sectarian institutions on a 
equal basis. 

3. The bond program must prohibit use of bond proceeds for religious projects.  

4. The bond program must not impose any financial burden on the government. 

The Court also requires that, (a) bond proceeds cannot be used for facilities that are used 
for religious purposes, (b) the financing agreements must prohibit use of financed 
facilities for religious purposes, and (c) the government is to be paid its costs for the 
financing. Finally, the Court notes that where a financing meets the Court’s four part test 
related to the California Constitution, the financing will necessarily meet the two part test 
developed for review of the financing under the U.S. Constitution.  
 
As set forth in a memo from Bond Counsel to the I-Bank, and as reviewed by in-house 
counsel, the operations at the School coupled with the structure of the 2009 Bonds 
creates a transaction consistent with the Court’s four part test.  
 
 

PUBLIC BENEFITS 

 
The School’s mission is to fulfill an important role in the south Orange County educational 
community by providing students with affordable and convenient access to a Roman 
Catholic high school education that meets their intellectual, spiritual, physical and 
emotional needs.  The School is an inclusive educational institution and, during its limited 
operating history, has provided over $1,000,000 since 2003 in financial aid and 
scholarships to students.  Over $500,000 has already been awarded for the 2009-10 
school year. 
  
The School is actively involved in CREER (Crecer Responsabilizar Educar Esforzar 
Realizar), a community organization that seeks to develop the cultural, educational and 
social potential of Mexican/Latino children, youth, families and communities so that they 
may become citizen/leaders and contributors to a prosperous and vibrant community.  
The School has a mentoring program with CREER, where academic honor students tutor 
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San Juan Capistrano students after school.  This program will be expanded in 2009-10 to 
include the School's National Merit Scholar students so that more students can be 
tutored. 
 

The School entered into a Joint Facilities Use Agreement with the City of San Juan 
Capistrano, dated June 6, 2006, to provide for community use of certain of the athletic 
facilities at the school, including soccer, softball and baseball fields, tennis courts, outdoor 
restrooms and parking lots to conduct community recreation and sports programs. 
  
In addition to the Joint Facilities Use Agreement with the City, the School’s athletic 
program hosts summer camps (in almost 20 sports) for pre-high school age children in 
local communities.  The School also provides support to Challenge, a sports organization 
supporting severely handicapped children and hosted Special Olympic swimming 
competitions in the past.  
  
The San Juan Capistrano Community Mariachi Program uses the School’s facilities at no 
charge to the organization.  This program for children age 6 and up teaches traditional 
mariachi instruments and music.  There are over 100 students in this program. 
  
Each year, the School's Christian Services group hosts events for children in the local 
area in cooperation with the Children's Hospital of Orange County, an organization 
sponsored by Mission Hospital.  A number of the School’s students complete their 
community service requirements within the San Juan Capistrano community. 
  
The Borrower estimates the refunding of the CECFA Bonds and the refinancing of an 
estimated $11,243,453 of Taxable Loans will result in present value savings to debt 
service cost of approximately $7,227,342.  In addition, the Financing is structured with a 
5-year interest only period to assist the Borrower with its short-term cash flow 
requirements while the School’s enrollment continues to reach its expected full capacity. 
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OTHER PROJECT DATA 

 
PERMITS AND APPROVAL 
Required? 
 

 
 NO  YES, Describe: 

 
TEFRA 
Date of TEFRA 
 

July 14, 2009 

Publications 
 

The Sacramento Bee 
The Orange County Register 

Oral/Written Comments 
Received 
 

 NO  YES, Explain: 

LEGAL QUESTIONNAIRE 
Completed?  NO  YES 
Issues?  NO  YES, Explain: Given the religious 

nature of the program, the financing needed to 
be reviewed for compliance with constitutional 
limitations.  

ELIGIBILITY REVIEW 
Borrower meets all of the 
I-Bank eligibility criteria? 
 YES  NO 

1. Project is in the State of California. 
 

2. Pueblo Serra Worship Holdings is capable of 
meeting its obligations incurred under the 
proposed loan agreements, in particular as to 
its loan repayment obligations which secure the 
2009 Bonds, based upon its ability to satisfy 
the requirements imposed by Wells Fargo 
Bank, N.A., U.S. Bank, N.A. and Comerica 
Bank, which are each issuing a letter of credit 
for separate 2009 Bonds series which will each 
support a rating on a series of the 2009 Bonds 
at the time of issuance of at least AA for the 
2009A bonds, AA- for the 2009B bonds and A 
for the 2009C bonds, respectively.  Payments 
to be made by Pueblo Serra Worship Holdings 
to the I-Bank under the proposed loan 
agreement are adequate to pay the current 
expenses of the I-Bank in connection with the 
financing and to make all the scheduled 
payments on the 2009 Bonds. 

 
3. The proposed financing is appropriate for the 

Project. 
 

4. The Project is consistent with any existing local 
or regional comprehensive plans. 

INDUCEMENT CERTIFICATE 
Completed? 
 

 NO  YES Certificate No.:   
 N/A    Date:   

 

RECOMMENDATION 

 
Staff recommends approval of Resolution 09-33, for an amount not to exceed 
$56,550,000 for Pueblo Serra Worship Holdings. 
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APPENDIX A – BOARD OF DIRECTORS AND TRUSTEES 

 

JSERRA CATHOLIC HIGH SCHOOL 
BOARD OF DIRECTORS 

 

DIRECTOR NAME TITLE 
Timothy Busch Chairman of the Board 
Randy Adams Member 
Kevin Baldridge Member 
Peter Bastone Member 
Roberto Brutocao Member 
Sanford Coggins Member 
Frank Darras Member 
Jacqueline DuPont Member 
John Fritz Member 
Scott Holmes Member 
William Guerry Member 
Bob Joseph Member 
Susan Kavanaugh Member 
Craig Lyons Member 
Margie Meyers Member 
John Moody Member 
Thomas Parr Member 
Bill Pfost Member 
Raymond Rodeno Member 
Fr. Steve Sallot Member 
Marc Spizzirri Member 
Paul St. Pierre Member 
Richard Zak Member 
 

JSERRA CATHOLIC HIGH SCHOOL 
BOARD OF TRUSTEES 

 

TRUSTEE NAME 
Timothy R. Busch 
Roberto Brutocao 
Marc J. Spizzirri 
Thomas J. Parr 
Frank Darras 

 
PUEBLO SERRA WORSHIP HOLDINGS 

BOARD OF DIRECTORS 
 

DIRECTOR NAME TITLE 
Timothy Busch Chairman of the Board 
Thomas H. Parr Member 
Marc J. Spizzirri Member 
Roberto Brutocao Member 
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APPENDIX B – PROJECT PHOTOS 
  

 
North Campus – Classroom Facilities 

 

 

South Campus – Athletic Complex 
 

 


