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CALIFORNIA INFRASTRUCTURE AND ECONOMIC DEVELOPMENT BANK (I-BANK) 

 

BOND AMENDMENT STAFF REPORT 

 

ISSUE:  In connection with a proposed substitution of a letter of credit with an alternate 
credit facility consisting of both a letter of credit and a standby letter of credit, St. 
Margaret of Scotland Episcopal School (St. Margaret’s School or Borrower) requests 
amendments to certain documents relating to the California Infrastructure and 
Economic Development Bank Variable Rate Demand Revenue Bonds (St. Margaret’s 
Episcopal School) Series 2008 (2008 Bonds).  The amendments will clarify certain 
provisions of the existing indenture and loan agreement and add a new interest rate 
mode to the original indenture changing the interest rate period on the 2008 Bonds from 
a weekly rate period to a monthly rate period. 
 

BACKGROUND INFORMATION:  On December 11, 2007, the I-Bank approved 
Resolution 07-35 authorizing the issuance of tax-exempt bonds in an amount not to 
exceed $25,000,000 on behalf of St. Margaret of Scotland Episcopal School.  St. 
Margaret’s School is a not-for-profit corporation that provides an academically rigorous 
educational curricula and seeks to aid students to become contributing members of the 
community.   
 

The proceeds of the I-Bank’s 2008 Bonds were used to finance and refinance the costs 
of acquisition, construction, improvement, renovation, furnishing and equipping of 
certain facilities operated by St. Margaret’s School, including a performing arts 
education center, administrative office building, athletic fields, classroom buildings, 
gymnasium and other related facilities.  The 2008 Bonds are secured by a direct pay 
letter of credit from Allied Irish Banks, p.l.c (AIB).  The Staff Report dated December 6, 
2007, and a copy of Resolution 07-35 are attached for a more complete description of 
the project and financing structure (see Attachment A). 
 

NEED FOR AMENDMENTS:  As a result of the recent downgrading of the credit rating 
of AIB, St. Margaret’s School has elected to replace the AIB letter of credit with an 
alternate credit facility consisting of a letter of credit provided by First Republic Bank 
(New LOC) and a standby letter of credit from the Federal Home Loan Bank of San 
Francisco (Standby LOC).  St. Margaret’s School has also requested to add a monthly 
rate period to the 2008 Bonds.   Amendments to the original indenture, loan agreement, 
remarketing agreement and the execution of related tax certifications are necessary to 
incorporate the Standby Letter of Credit, clarify certain provisions, and to convert the 
interest rate period to a monthly mode from the current weekly mode.   
 
As a condition to issuing its standby letter of credit, the Federal Home Loan Bank of 
San Francisco is requiring a technical tax reissuance of the 2008 Bonds.  It is the 
addition of the Monthly Rate Period that triggers the tax reissuance.  A new Tax Equity 
Fiscal Responsibility Act (TEFRA) hearing was conducted on October 26, 2010. The 
amendments to the indenture and the bonds to add the Monthly Rate Period require 
bondholder consent.  Because those portions of the proposed amendments require 
bondholder consent, they do not fit within the scope of the Executive Director’s existing 
delegated authority established by Resolution 08-35.  
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Standard & Poor’s is expected to assign the bonds a credit rating of “AAA/A-1+” based 
on the rating of the Federal Home Loan Bank of San Francisco. 
 

RECOMMENDATION:  Staff recommends approval of Resolution 10-33 authorizing an 
Amended and Restated Indenture, an Amended and Restated Loan Agreement, and a 
Tax Agreement, including amendments related to the addition of a monthly rate period 
triggering the reissuance of the California Infrastructure and Economic Development 
Bank Variable Rate Demand Revenue Bonds (St. Margaret’s Episcopal School), Series 
2008. 
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Attachment A – December 6, 2007 Staff Report and Resolution 07-35 
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