
 

 

CALIFORNIA INFRASTRUCTURE AND ECONOMIC DEVELOPMENT BANK (I-BANK) 
 

BOND AMENDMENT STAFF REPORT 
 

ISSUE:  The Asian Art Museum Foundation of San Francisco (Foundation) requests 
amendments to the Indenture and Loan Agreement previously entered into by the I-Bank in 
relation to the issuance of its Variable Rate Revenue Bonds (Asian Art Museum Foundation of 
San Francisco) (“2005 Bonds”) in February of 2005.  The purpose of the proposed 
amendments is to provide a substitute for the existing liquidity support and additional credit for 
the 2005 Bonds. 
 

BACKGROUND INFORMATION:     

On January 25, 2005, the I-Bank approved Resolution 05-04 authorizing the issuance of the 
2005 Bonds in an amount not to exceed $120,400,000 on behalf of the Foundation, to refund 
fixed rate bonds issued by the I-Bank in 2000 (2000 Bonds).  The 2000 Bonds were issued to 
find the cost of the construction and development of a new museum located at the Civic Center 
in downtown San Francisco (Project).  The Project was completed in March 2003.  
 

The Foundation is a non-profit public benefit corporation that assists the Asian Art Commission 
of the City and County of San Francisco by engaging in fundraising and related activities that 
support and benefit the operations and facilities of the museum.   
 

The 2005 Bonds were secured by bond insurance issued by MBIA Insurance Corporation 
(MBIA).  The payment of the purchase price of certain tendered 2005 Bonds was secured by a 
standby bond purchase agreement between the Foundation, the trustee for the 2005 Bonds 
and JPMorgan Chase Bank, National Association (“Original Liquidity Facility”).   
 

In June 2008, due to financial losses announced by MBIA, Standard & Poor’s (S&P) 
downgraded the credit rating of MBIA and the 2005 Bonds from AAA to AA (only S&P rated the 
2005 Bonds).  As a result, the interest rates on the 2005 Bonds have increased substantially, 
thereby increasing the Foundation's borrowing costs. In August 2008, the Foundation proposed 
to restructure its obligations and the I-Bank approved Resolution 08-24 to refund the 2005 
Bonds.  Those authorized bonds were never issued and the authority of the Resolution 
approving the issuance of the bonds expired in February 2009. 
 

The Staff Report dated January 25, 2005, and a copy of Resolution 05-04 are attached for a 
more complete description of the project and financing structure (see Exhibit A). The Staff 
Report dated August 21, 2008, and a copy of Resolution 08-24 are attached for a more 
complete explanation of the previous proposal to issue refunding bonds (which were never 
issued) are also attached as part of Exhibit A. 
 

NEED FOR AMENDMENT:  The Foundation now proposes to provide a direct pay letter of 
credit issued by JPMorgan Chase Bank, N.A. (JPMorgan Chase), which letter of credit will 
provide credit support for the 2005 Bonds in addition to the existing MBIA bond insurance, and 
at the same time replace the Original Liquidity Facility.   
 

Amendments to the Indenture and Loan Agreement are necessary to implement this proposed 
change, to reflect certain credit, security and control arrangements among MBIA, JPMorgan 
Chase and the Borrower, to amend certain tender provisions of the 2005 Bonds in relation to 
these agreements and increase the interest rate payable by the Foundation when 2005 Bonds 
are held by a credit or liquidity provider. The proposed amendments do not fit within the scope 
of the Executive Director’s existing delegated authority, established by Resolution 08-35.  
 

Credit ratings of “Aa1/VMIG 1” from Moody’s Investors Service and “AA-/A-1+” from Standard & 
Poor’s Ratings Services are expected based upon the credit rating of JPMorgan Chase. 
 



 

 

RECOMMENDATION:  Staff recommends approval of Resolution 09-34 authorizing the 
provision of additional credit support and the substitution of liquidity facility for of the California 
Infrastructure and Economic Development Bank Variable Rate Demand Refunding Revenue 
Bonds (Asian Art Museum Foundation), Series 2005 and the amendment and restatement of 
the Indenture and Loan Agreement related thereto. 
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Exhibit A 
 January 25, 2005 Staff Report, Resolution 05-04 and August 21, 2008 Staff Report, Resolution 08-24  

 
CALIFORNIA INFRASTRUCTURE AND ECONOMIC DEVELOPMENT BANK (I-Bank) 

501(c)(3) REVENUE BOND FINANCING PROGRAM 
 

  STAFF REPORT 
 

EXECUTIVE SUMMARY 

Applicant: 

 

 

The Asian Art Museum Foundation of San 
Francisco (the “Borrower” or the “Foundation”) 

Amount Requested: Not to exceed 
$125,000,000 

Type of Resolution: Final 

Applicant 
Description: 

The Borrower is a California nonprofit public 
benefit corporation that serves as the 
fundraising arm of the Asian Art Museum (the 
“Museum”).  

Date of Board Meeting: 1/25/05 

Resolution No.: 05-04 

Prepared by:  Jeff Emanuels 

Project Site: 200 Larkin Street, San Francisco, California. 

Uses of Bond 
Proceeds: 

Bond proceeds will be used to: (i) advance refund the outstanding 501(c)(3) revenue bonds issued 
by the I-Bank in 2000 for the Foundation, (ii) establish a debt service reserve fund, (iii) pay certain 
costs incurred in connection with the issuance of the bonds. 

Public Benefits: The Museum strives to educate a broad and diverse audience for Asian Art and culture by   
promoting its permanent collection, offering a variety of exhibitions, and providing a range of 
educational and cultural programs, publications and community outreach efforts.  The advance 
refunding is expected to save the Foundation over $7.8 million on a present value basis. 

Financing Structure:  

Type of Issue:                       Publicly-offered variable-rate demand bonds issued in minimum  

denominations of $100,000 or any integral multiple of $5,000 in excess 

thereof.  

 Tax Status:   Tax-exempt 501(c)(3) bonds. 

Term:    30 years. 

Credit Enhancement: A financial guaranty insurance policy issued by MBIA Insurance  

Corporation (“MBIA”) and a liquidity facility from J. P. Morgan Chase  

Bank, National Association. 

Credit Rating:            The bonds are expected to be rated “AAA/A-1+” from Standard & Poor’s 

based upon the long-term credit rating of MBIA and the short-term credit 

rating of the liquidity facility bank.  The bonds will not be backed or  

guaranteed by the I-Bank or the State of California. 

Est. Sources of Funds: 
Par amount of the bonds 
Series 2000 debt service reserve 
fund   
 
 

TOTAL SOURCES 

 
$119,205,000  

8,069,270    
 
  
  

$127,274,270 

Est. Uses of Funds: 
Deposit to Escrow 
Debt Service Reserve Fund 
Bond Insurance 
Costs of Issuance 
 
TOTAL USES  

 
$116,366,860       

 7,719,425 
2,206,347 
 901,638 

     
  $127,274,270 

Financing Team:  
Bond Counsel:                            O’Melveny & Myers 
Underwriter’s Counsel:              Orrick, Herrington & Sutcliffe LLP 
Underwriter:                                JP Morgan Securities, Inc. 
Financial Advisor:                      Swap Financial 

 Trustee:         The Bank of New York Trust Company, N.A. 

 
 

Staff Recommendation: 
Staff recommends approval of Resolution 05-04 for an amount not to exceed $125,000,000 for The Asian Art Museum 
Foundation of San Francisco. 
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BORROWER DESCRIPTION 

 

The Asian Art Museum Foundation of San Francisco (the “Borrower” or the 
“Foundation”) is a non-profit public benefit corporation that assists the Asian Art 
Commission of the City and County of San Francisco (the “Commission”) by engaging 
in fundraising and certain related activities.  The Foundation and the Commission are 
separate legal entities.  The Commission has jurisdiction over the site and facilities 
constituting the current facilities of the Asian Art Museum of San Francisco (the 
“Museum”), all of which are owned by the City and County of San Francisco (the “City”).  
The Foundation does not own the site or the facilities constituting the project (the 
“Project”) or any of the collection of art exhibited at the Museum. 

 

The Foundation.  The Charter of the City provides that the Commission will maintain a 
charitable foundation for the purpose of developing the Museum, one of the largest 
museums outside of Asia devoted exclusively to Asian art.  The Foundation engages in 
the following activities relating to the Museum:  sponsoring special exhibitions, operating 
a museum retail store and other related retail activities, holding educational and cultural 
lectures and programs, hosting fundraising events, and renting the Museum facilities for 
events on a short-term basis. 

 

The Commission.  Pursuant to its Charter, the Commission has exclusive charge of 
the assets under its jurisdiction, including any land or buildings set aside for its use, and 
has the authority to maintain, operate, manage, repair or construct new buildings 
subject, insofar as City funds are to be used, to budgetary and fiscal provisions of the 
Charter.  The Commission has jurisdiction over the Museum’s current facilities, which 
are owned by the City.  The City owns the collection of the Museum. 

 

The Foundation and the Commission have entered into a Museum Project Facilitation 
Agreement, dated September 8, 2000 (the "Museum Agreement").  The Museum 
Agreement generally permits the Foundation to conduct certain activities relating to 
fundraising at the Museum and provides that the Commission will not encumber the site 
or facilities of the current Museum site, except for permitted encumbrances (as defined 
in the Museum Agreement).   

 

 

GOVERNANCE AND MANAGEMENT 

 
The Foundation currently has 64 members, all of who serve as the Foundation’s 
governing board. 
 
A board of trustees, whose members are nominated by the Commission and appointed 
by the Mayor, governs the Commission.  The Commission currently consists of 26 
members and includes community leaders, individuals with an interest in Asian art, 
members of the business community (regional, national, and international), and 
representatives of San Francisco’s ethnic communities. The Foundation and the 
Commission currently share a common Chair and have certain overlapping members. 
 
The Asian Art Museum’s management structure reflects the governance structure 
outlined above.  The Director is a City department head and is appointed by and reports 
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to the Commission.  She or he is ultimately responsible for the Museum’s operations, 
developing and implementing policy, planning, day-to-day management, and the 
supervision and hiring of staff.  The Chief Curator, Director of Human Resources, Chief 
Financial Officer, Director of Development, Director of Marketing and the Director of 
Museum Services meet weekly and attend Commission and Foundation meetings.  The 
senior management team works closely with the various Board committees.  
 
 

BACKGROUND 

 
The Museum is one of the largest museums outside of Asia devoted exclusively to 
Asian art.  Its collection of nearly 15,000 objects spans 6,000 years of Asian history and 
encompasses the art and culture of all the major countries and traditions of Asia.  Prior 
to relocating to the City’s Civic Center in 2003, the Museum was located in Golden Gate 
Park, where it opened to the public in 1966.  Originally conceived in 1959 when Chicago 
industrialist Avery Brundage agreed to donate his extensive collection of 7,800 pieces of 
priceless Asian art to San Francisco, the donation was conditioned by an agreement 
with the City to build a museum to house it. 
 
In 1969, after making a second gift, Mr. Brundage entered into another agreement with 
the City providing for an independent Committee of Asian Art and Culture, whose goal 
would be to make the Museum the foremost center for Asian art in the western world.  
At that point the Museum became an independent entity with its own 27-member 
governing body (known today as the Asian Art Commission); its own staff, including 
specialists in Chinese, Japanese, Indian and Himalayan arts; its own library; its own 
conservation and photographic departments, and its own budget.  The City was to 
provide building maintenance, security, and adequate funds for standard operating 
expenses.  In 1972, the museum, know as the Center for Asian Art and Culture, was 
renamed the Asian Art Museum of San Francisco. 
 
In 1993, the Museum entered a new phase of activity, marked by a greatly expanded 
and diversified exhibition schedule, a new focus on community outreach and planning 
for institutional growth.  Two main factors precipitated this new phase of activity:  (1) the 
opportunity to relocate to a larger, state-of-the-art facility at the Civic Center; and (2) a 
vision for the Museum exemplified by a new mission statement, adopted by the 
Commission and the Foundation, which emphasized the increased educational 
orientation of the institution.  As documented in a master plan, the Museum planned to 
promote a higher profile for its collections and programs, which represent the cultural 
heritage of diverse Asian populations of the Bay Area. 
 
In late 1994, San Francisco voters overwhelmingly supported a $41,730,000 bond 
measure to renovate the former Main Library as the new home for the Museum.  The 
Museum stayed open to the public at its Golden Gate Park facility until October 7, 2001, 
when it closed in preparation for its move to the new, expanded facility at the Civic 
Center.  Supported by the issuance of the I-Bank Series 2000 revenue bonds, the City 
G.O. bonds, $9.4 million in 1989 Earthquake Safety Bonds and a $10 million equity 
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contribution from the Foundation, the renovation, equipping and relocation of the 
Museum culminated with the new Asian Art Museum opening on March 20, 2003.  
 
 

PURPOSE OF FINANCING 

 

The proceeds of the proposed bond issue will be used to advance refund the I-Bank’s 
Revenue Bonds, Series 2000 (Asian Art Museum of San Francisco Project), which were 
issued to finance the cost of the construction and development of the new Asian 
Museum location at the Civic Center in downtown San Francisco.  The proposed 
financing would also restructure the debt, establish new covenants and business terms, 
and provide the Foundation with significant savings.  According to estimates provided 
by J.P. Morgan Securities, the refunding is expected to produce the following results: 
 
Average annual PV debt service savings: $   273,339 
Approximate PV Savings:    $7,855,167 
Percent Savings of Refunded Debt:  7.31%  
 

PUBLIC BENEFITS 

 
The Borrower is a public institution whose mission is to “lead a diverse global audience 
in discovering the unique material, aesthetic, and intellectual achievements of Asian art 
and culture.”  The Museum promotes its permanent collection, offers a variety of 
exhibitions, and provides a range of educational and cultural programs, publications, 
and community outreach efforts.  The activities are designed to educate non-Asian 
visitors and to provide a resource for Asian American visitors who desire to learn more 
about their heritage. 
 
In addition to providing meaningful educational and cultural opportunities for ethnically 
diverse members of the public, the Museum has created employment opportunities and 
has contributed to the economic development of the local area.  The relocation of the 
Museum to the Civic Center neighborhood culminated a decade-long effort by the City 
to revitalize this historic district.  Situated in the heart of one of the nation’s popular 
tourist destinations, the Museum’s new location is projected to draw in excess of 
500,000 visitors per year, contributing significantly to the estimated $6.5 billion in 
tourism dollars spent annually by visitors traveling to San Francisco.  
 
As described above, the proposed bond issue will also provide the Foundation with 
savings projected to be in excess of $7.8 million on a present value basis. 
 

TEFRA HEARING AND LEGAL QUESTIONNAIRE 

 
A Tax Equity and Fiscal Responsibility Act (“TEFRA”) hearing was held January 6, 
2005, following public notices which were published in the Sacramento Bee and the San 
Francisco Examiner.  No written or oral comments were received prior to, during, or 
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following the hearing, and staff is not aware of any negative aspects or opposition to the 
proposed financing.   
 
The Borrower has provided a completed and signed legal questionnaire.  No information 
was disclosed in the answers to the legal questionnaire that would lead staff to question 
the financial viability or legal integrity of this Borrower. 
 
 

FINANCING DETAILS 

 

The Borrower is requesting approval for the issuance and sale of tax-exempt 501(c)(3) 
bonds (the “Bonds”) in an amount not to exceed $125,000,000.  The Bonds will bear 
interest at a daily rate, weekly rate, commercial paper rate, or a long-term rate, based 
upon the interest rate determination method specified from time to time by the Borrower.  
The Bonds will initially bear interest at a daily or weekly rate.  The Bonds will be issued 
in authorized denominations of $100,000 or any integral multiple of $5,000 in excess 
thereof. 

 

Payment of principal and interest on the Bonds will be guaranteed by a municipal bond 
insurance policy issued by MBIA Insurance Corporation, and a liquidity facility provided 
by JP Morgan Chase Bank, National Association to be issued simultaneously with the 
issuance of the Bonds.  The Bonds will carry a rating of “AAA/A-1+” from Standard & 
Poor’s based upon the long-term credit rating of MBIA and the short-term credit rating of 
the liquidity facility provider.  

 

The Borrower intends to enter into a interest rate swap agreement with J.P. Morgan 
Securities, Inc. in connection with the Bonds for the purpose of converting the floating 
interest payments the Foundation is required to make on the Bonds into substantially 
fixed payments.  The effect of the swap agreement will be to increase the certainty of 
the Borrower’s future obligations. 

 

In no event shall the 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 Bonds.  The 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 Borrower. The Museum Agreement will not 
pledged or assigned to secure the Bonds.  Further, no revenues of the Commission or 
the City will be pledged to the Bonds. 
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FINANCING TEAM 

 
Bond Counsel:   O’Melveny & Myers 
 
Underwriter's Counsel: Orrick, Herrington & Sutcliffe LLP 

 
Underwriter: JP Morgan Securities, Inc. 
 
Financial Advisor: Swap Financial 
 
Trustee:    The Bank of New York Trust Company N.A. 
 
 

ELIGIBILITY REVIEW 

 
The proposed financing meets the following public interest criteria as required by 
Section 63046 of the Government Code:  1) The financing is for a project in the State of 
California; 2) based upon the requirement that that the transaction will be insured and 
supported by a liquidity facility, the Borrower is capable of meeting the obligations 
incurred under relevant agreements; 3) the payments to be made by the Borrower to the 
I-Bank under the Loan Agreement are adequate to pay the current expenses of the I-
Bank in connection with the financing and to make all the payments on the bonds; 4) the 
proposed financing is appropriate for the specific project.  Additionally, the project is 
consistent with I-Bank’s Policies and Procedures for Conduit Revenue Bond Financing. 
 
 

RECOMMENDATION 

 
Staff recommends approval of Resolution 05-04, for an amount not to exceed 
$125,000,000, for The Asian Art Museum Foundation of San Francisco. 
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CALIFORNIA INFRASTRUCTURE AND ECONOMIC DEVELOPMENT BANK (I-Bank) 
501(c)(3) REVENUE BOND FINANCING PROGRAM 

 

STAFF REPORT 
 

EXECUTIVE SUMMARY 

Applicant:  Asian Art Museum Foundation of San Francisco 
(Foundation) 

Amount 
Requested: 

Not to exceed 
$125,000,000 

Applicant 
Description: 

The Foundation is a California nonprofit public 
benefit corporation organized to support the activities 
and benefit the operations and facilities of the Asian 
Art Museum (Museum).  

Date of Board 
Meeting: 

August 21, 2008 

Type of Issue: Refunding 

Resolution 
Number: 

08-24 

Project Site: 200 Larkin Street, San Francisco, CA  94102 Prepared by:  Tara Dunn and Andrea 
Kennedy 

Project 
Description: 

The I-Bank previously issued variable rate demand revenue bonds in 2005 (2005 Bonds) to refund 
fixed rate bonds issued by the I-Bank in 2000 (2000 Bonds).  The 2000 Bonds were used in part to 
finance the cost of the construction and development of a new Museum located at the Civic Center 
in downtown San Francisco (Project).  The Project was completed in March 2003. 

Uses of Bond 
Proceeds: 

Bond proceeds (2008 Bonds) will be used to refund the 2005 Bonds and pay costs of issuance. 

Public 
Benefits: 

The Museum strives to educate a broad and diverse audience about Asian art and culture by 
promoting its permanent art collection, offering a variety of exhibitions, and providing a range of 
educational and cultural programs, publications and community outreach efforts. 

Financing Structure: 

 Type of Issue: Publicly-offered variable rate demand bonds issued in one or more series in minimum 
denominations of $100,000 or any integral multiple of $5,000 in excess thereof.  

  Tax Status: Tax-exempt 501(c)(3) bonds. 
 Term: 30 years. 
Credit Enhancement: Direct-pay letters of credit from Bank of America, N.A., Wells Fargo Bank, National 

Association (LOC Banks) and/or other commercial banks with ratings consistent with 
I-Bank’s rating policy. 

 Credit Rating: The 2008 Bonds are expected to be rated by Standard & Poor’s and/or Moody’s 
Investors Service based upon the credit ratings of the LOC Banks and the underlying 
rating of the Foundation as follows: 

 
Rating Agency Bank of America Wells Fargo Bank Underlying 

Standard and Poor’s AA+/A-1+ AAA/A-1+ A- 
Moody’s Investors Service Aaa/P-1 Aaa/P-1 None 

 

Total Est. Sources of Funds: 
2008 Bond Proceeds   
2005 Debt Service Reserve Fund 
 

 

TOTAL SOURCES 

 
$114,060,000 

7,691,144 
 
 

$121,751,144 

Total Est. Uses of Funds: 
2005 Bonds 
Costs of Issuance 
Additional Proceeds 
 
TOTAL USES 

 
     $120,731,593 

1,016,240 
3,311 

 
$121,751,144 

Financing Team: 
Bond Counsel: 

Underwriter’s Counsel: 
Underwriter: 

Trustee: 

 
Nixon Peabody LLP 
Orrick, Herrington & Sutcliffe 
J. P. Morgan Securities Inc.  
Bank of New York Trust Company 

Staff Recommendation: 
Staff recommends approval of Resolution 08-24 for an amount not to exceed $125,000,000 for the Asian Art 
Museum Foundation of San Francisco. 
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BACKGROUND AND HISTORY 

 
The Asian Art Museum (Museum) is one of the largest museums outside of Asia devoted 
exclusively to Asian art.  Opened to the public in 1966, the Museum was originally 
conceived in 1959 when Chicago industrialist Avery Brundage agreed to donate a 
portion of his extensive collection of Asian art to San Francisco on the condition that the 
City of San Francisco build a new facility for the collection.  A current collection of nearly 
17,000 objects spans 6,000 years of Asian history and encompasses the art and culture 
of all the major countries and traditions of Asia.  In 2002, the Museum moved from 
Golden Gate Park to the San Francisco’s Civic Center. 

 

The Asian Art Museum Foundation of San Francisco (Foundation) is a non-profit public 
benefit corporation that assists the Asian Art Commission of the City and County of San 
Francisco (Commission) by engaging in fundraising and certain related activities that 
support the activities and benefit the operations and facilities of the Museum.  The 
Foundation and the Commission are separate legal entities.  The Commission has 
jurisdiction over the site and facilities constituting the current facilities of the Museum, all 
of which are owned by the City and County of San Francisco (City).  The Foundation 
does not own the site or the facilities or any of the collection of art exhibited at the 
Museum.  The purposes of both the Foundation and the Commission are further 
described as follows: 

 

The Foundation.  The Charter of the City (Charter) provides that the Commission 
will maintain a charitable foundation for the purpose of developing the Museum, 
one of the largest museums outside of Asia devoted exclusively to Asian art.  The 
Foundation engages in the following activities relating to the Museum:  sponsoring 
special exhibitions, operating a museum retail store and other related retail 
activities, holding educational and cultural lectures and programs, hosting 
fundraising events, and renting the Museum facilities for events on a short-term 
basis. 

 

The Commission.  Pursuant to the Charter, the Commission has exclusive 
charge of Museum assets, including any land or buildings, and has the authority 
to maintain, operate, manage, repair or construct new buildings subject, insofar as 
City funds are to be used, to budgetary and fiscal provisions of the Charter.  The 
Commission has jurisdiction over the Museum’s current facilities, which are 
owned by the City.  The art collection held by the Museum is owned by the City, 
but subject to the jurisdiction of the Commission. 

 

Historically, the operations and finances of the Foundation and the Commission have 
been closely related and cooperative.  However, the Foundation and the Commission 
are separate legal entities governed by separate governing boards, have separate 
revenues, expenditures, assets and liabilities and only have a limited obligation to 
cooperate pursuant to the Charter and certain other agreements.   

Current Foundation leadership consists of: 
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OFFICERS 
Director Jay Xu 
Chief Financial Officer and Operating 
Officer 

Mark McLoughlin 

Director of Development Amory Sharpe 
Director of Marketing Timothy Hallman 
Director of Human Resources Valerie Pechenik 
Director of Museum Services Robin Groesbeck 
Director of Information Technology James Horio 

 
Current lists of the Foundation Board Members and Commission Members are included 
in Appendix A. 
 

PROJECT DESCRIPTION / FINANCING STRUCTURE 

 
On February 3, 2005, the I-Bank issued bonds (2005 Bonds) totaling $120.4 million as 
variable rate revenue bonds insured by MBIA Insurance Corporation (MBIA).  The 2005 
Bonds refunded fixed rate bonds previously issued by the I-Bank in 2000 (2000 Bonds). 
The 2000 Bonds in part financed the cost of the construction of the new Museum at the 
Civic Center in downtown San Francisco (Project).  Project Construction was completed 
in March 2003 (See Appendix B - Project Picture). 
 
Due to recent financial losses announced by MBIA related to the continued sub-prime 
mortgage crisis, Standard & Poor’s (S&P) downgraded the credit rating of MBIA and the 
2005 Bonds from AAA to AA in June 2008 (only S&P rated the 2005 Bonds).  As a result, 
the interest rates on the 2005 Bonds have averaged 7.15% over the past month 
substantially increasing the borrowing costs. 
 
The Foundation now requests to refund the 2005 Bonds and issue new bonds (2008 
Bonds) in an amount not to exceed $125 million as variable rate demand bonds backed 
by letters of credit (LOCs) from Bank of America, N.A., Wells Fargo Bank, National 
Association and/or other commercial banks with ratings consistent with the I-Bank’s 
policy.  The portion of the 2008 Bonds secured by Bank of America’s LOC are expected 
to be rated AA+/A-1+ by S&P and/or Aaa/P-1 by Moody’s Investors Service (Moody’s). 
The portion of the 2008 Bonds secured by Wells Fargo’s LOC are expected to be rated 
AAA/A-1+ by S&P and/or Aaa/P-1 by Moody’s.  The Foundation’s underlying credit rating 
by S&P is expected to be A-. 
 
The 2008 Bonds shall constitute a special obligation of the I-Bank, payable solely from 
revenues or other sources provided for under one or more loan agreements between the 
I-Bank and the Foundation.  Neither the faith and credit nor the taxing power of the I-
Bank, the State or any political corporation, subdivision or agency of the State will be 
pledged to the payment of the principal of, premium, if any, or interest on the 2008 
Bonds, nor shall the I-Bank the State or any political corporation, subdivision or agency 
of the State shall be liable or obligated to pay the principal of, premium, if any, or interest 
on, the 2008 Bonds. 
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PUBLIC BENEFITS 

 
The purpose of the refunding is to lower the costs of financing for the Foundation by 
removing the MBIA insurance, which is currently adversely impacting the interest rates of 
the 2005 Bonds. 
 
The Museum’s mission is to, “[L]ead a diverse global audience in discovering the unique 
material, aesthetic, and intellectual achievements of Asian art and culture.”  The Museum 
strives to educate a broad and diverse audience about Asian art and culture by 
promoting its permanent art collection, offering a variety of exhibitions, and providing a 
range of educational and cultural programs, publications and community outreach 
efforts.   
 

OTHER PROJECT DATA 

 

PERMITS AND APPROVAL 
Required? 
 

 NO  YES, Describe: 

TEFRA 
Date of TEFRA 
 

August 20, 2008 

Publications 
 

The Sacramento Bee 
San Francisco Chronicle 

Oral/Written Comments 
 

 NO  YES, Explain: 

LEGAL QUESTIONNAIRE 
Completed?  NO  YES 
Issues?  NO  YES, Explain: 
ELIGIBILITY REVIEW 
Project meets Public Interest 
Criteria (per G.C. §63046) 
 YES  NO 

1. Project is in the State of California. 
2. The Foundation is capable of meeting the 

obligations incurred under relevant 
agreements. 

3. Payments to be made by the Foundation to the 
I-Bank under the proposed financing 
agreements are adequate to pay the current 
expenses of the I-Bank in connection with the 
financing and to make all the scheduled 
payments. 

4. The proposed financing is appropriate for the 
Project. 

Project meets Policies and 
Procedures established for the 
expeditious review of 
applications? 

 NO  YES 

INDUCEMENT CERTIFICATE 
Completed? 
 

 NO  YES Certificate No.:   
 N/A    Date:   

 

RECOMMENDATION 

 
Staff recommends approval of Resolution 08-24, for an amount not to exceed 
$125,000,000 for the Asian Art Museum Foundation of San Francisco. 
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APPENDIX A – Foundation Board Members and Commission Members 

 

Asian Art Museum Foundation of San Francisco 
 

Dixon R. Doll, Chair 
Charles M. Stockholm, President 
Robert L. Duffy, Vice President 

Consuelo H. McHugh, Secretary 
Kenneth G. Docter, Treasurer 

 
Robert R. Ackerman, Jr.  Robert Y. C. Ho Christina Gwatkin Moghadam 
Hatsuro Aizawa Jenny C. Hong Claudette M. Nicolai 
Betty N. Alberts Victoria E. Johnston Suno Kay Osterweis 
Howard I. Atkins Stephen Kahng Carl F. Pascarella 
Ellen Burstein Bauch C. N. Keating Richard H. Peterson 
Richard C. Blum Michael K. Kim Davaid Pong Chun-Yee 
William K. Bowes, Jr. S. Timothy Kochis Glenn A. Ramsdell 
William Mathews Brooks Chong-Moon Lee Frederik F. Seegers 
Daniel A. Carroll Doris Shoong Lee Merrill Randol Sherwin 
Carmen Chang Ming Lee John B. Sias  
Dinny Winsor Chase, Ex Officio Alexandra Lenehan Steve Silvestri 
Henry Cornell Fred M. Levin Brent Nelson Smith 
Lloyd E. Cotsen John E. Little Jackson P. Tai 
Allen F. Damon Naja Pham Lockwood Masaaki Tanaka 
Joan L. Danforth Gorretti Lo Lui Sean Tierney 
Timothy D. Dattels Melissa J. Ma M. Glenn Vinson 
Jess D. Erickson James D. Marver Judith F. Wilbur 
Sarah P. Hambrecht Isao Matsuura Thomas H. Woofter 
Austin E. Hills Susan McCabe, Ex Officio Akiko Yamazaki 

 

Asian Art Museum Commission Members 

Dixon R. Doll, Chair 
C.N. Keating, Vice Chair 
David Y. Lei, Vice Chair 

Jane Chang Tom, Secretary 
  
Asim Abdullah Martha Sam Hertelendy 
Edwin L. Berkowitz Victoria E. Johnston 
Kathy Bissinger Bill S. Kim 
Johnson S. Bogart Chong-Moon Lee 
Barbara Mathews Brooks Doris Shoong Lee 
Alexander D. Calhoun Sally Yu Leung 
Selina C.H. Gaw Cha Leslie Tang Schilling 
Julia K. Cheng Anthony Sun 
Elaine E. Connell M. Glenn Vinson 
Kenneth G. Docter Doris M. Ward 
Jess D. Erickson Judith F. Wilbur 
Sarah P. Hambrecht Timothy C. Wu 
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APPENDIX B – PROJECT PICTURE 
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