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CALIFORNIA INFRASTRUCTURE AND ECONOMIC DEVELOPMENT BANK (I-BANK) 

 

BOND AMENDMENT STAFF REPORT 

 

ISSUE:  Applied Aerospace Structures Corp. has requested approval of Resolution 11-
05 authorizing the amendment of the Loan Agreement dated December 1, 2007, by and 
between the I-Bank, the Banc of America Public Capital Corp and Applied Aerospace 
Structures Corp. (Loan Agreement).  The proposed amendments to the Loan 
Agreement will extend the time for the disbursement of loan proceeds by one year. 

 

BACKGROUND INFORMATION:  On December 11, 2007, the I-Bank obtained a loan 
from Banc of America Public Capital Corp (Lender) in the amount of $6.5 million and, 
pursuant to the Loan Agreement, loaned the proceeds to Applied Aerospace Structures 
Corp., an Illinois corporation registered to do business in California (Borrower) to 
finance a) the design, development, construction and installation of an approximately 
30,000 square foot manufacturing facility and related improvements on the real property 
located at 3437 South Airport Way, Stockton, California, b) the acquisition and 
installation of manufacturing equipment within the various manufacturing buildings 
located on the property site, and c) paying certain costs of issuance in connection with 
the loan.  The loan remains outstanding as of February 10, 2011 in the principal amount 
of $4,693,941.08 and is secured by a deed of trust on the Borrower’s property.  The 
Staff Report dated November 15, 2007, and a copy of Resolution 07-30 are attached for 
a more complete description of the project and financing structure (see Attachment A). 

 
Unrelated to this Loan Agreement amendment request, the Loan Agreement is currently 
undergoing a routine examination by the Internal Revenue Service (IRS).  The IRS 
periodically conducts examinations of tax-exempt obligations to determine compliance 
with Federal tax requirements.  The I-Bank was notified by the IRS of the examination 
on January 31, 2011, and subsequently notified the Borrower.  The Borrower has been 
responsive to the I-Bank’s counsel during the audit, providing information requested that 
has in turn been provided to the IRS by the I-Bank.  It is unknown when the examination 
will be completed. 
 
NEED FOR AMENDMENT:  The requested amendment to the Loan Agreement would 
extend the period of time for the Borrower’s expenditure of loan proceeds.  The Loan 
Agreement provides that loan proceeds that are not disbursed by the Borrower by 
December 10, 2010, are to be used to prepay the outstanding principal amount of the 
loan.  Currently, approximately $865,169.88 of unexpended loan proceeds 
(approximately 13%) remain in the project fund.    The Borrower has represented that it 
has not used all of the proceeds of the loan in part due to the recent economic 
downturn.  As the recession took hold at the end of 2008 and into 2009, some of the 
Borrower’s customers delayed orders and didn’t expeditiously approve designs that 
would have required additional expansion and equipment acquisition that was 
contemplated for the remaining proceeds.  The Borrower’s sales during 2008, 2009 and 
2010 were relatively flat.  For 2011, the Borrower reports that customer orders are 
increasing and in particular, orders have been received that would require the expected 



March 17, 2011 
Agenda Item 5 

Prepared by:  Derrick Moore 
 

project facility expansion and equipment acquisition.  The Borrower expects to spend 
the remaining loan proceeds during 2011.  The Lender is willing to extend the date of 
disbursement of loan proceeds and forego prepayment of its loan. 
 
Below is a redline tracking the changes of the amendment requested: 
 

Amendment to Section 1.01 of the Loan Agreement 
 

“Acquisition Period” means, with respect to each Advance, that period stated in 
the related Schedule during which the Advance proceeds attributable to such 
Schedule may be expended on Equipment Costs.  The final Acquisition Period 
shall terminate not later than December 10 , 2010  December 31, 2011.   
 
Amendment to Section 2.08 of the Loan Agreement 
 
(e)  Any funds remaining in the Project Fund on or after December 10, 2010 
December 31, 2011 shall be applied by Lender on the next Scheduled Payment 
Date, to the prepayment of the principal component Scheduled Payments in 
inverse order of maturity. 

 
BOARD AUTHORIZATION:  I-Bank Board Resolution 08-35 authorizes the Executive 
Director to approve and execute certain bond document amendments that can be 
effectuated without the consent of bondholders.  In this particular transaction the lender 
of the loan proceeds could be construed as the bond holder and according to the Loan 
Agreement, the Lender must approve any amendments.  As a result, this amendment 
does not fit under the parameters of the delegation to the Executive Director and must 
be considered by the I-Bank Board. 
 
RECOMMENDATION:  Staff recommends adoption of Resolution 11-05 approving the 
First Amendment to the Loan Agreement to permit a one year extension of the period 
for Borrower’s expenditure of loan proceeds. 
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APPENDIX A – NOVEMBER 15, 2007 STAFF REPORT AND RESOLUTION 07-30 

 
 



March 17, 2011 
Agenda Item 5 

Prepared by:  Derrick Moore 
 

 



March 17, 2011 
Agenda Item 5 

Prepared by:  Derrick Moore 
 

 



March 17, 2011 
Agenda Item 5 

Prepared by:  Derrick Moore 
 

 



March 17, 2011 
Agenda Item 5 

Prepared by:  Derrick Moore 
 

 

 



March 17, 2011 
Agenda Item 5 

Prepared by:  Derrick Moore 
 

 



March 17, 2011 
Agenda Item 5 

Prepared by:  Derrick Moore 
 

 



March 17, 2011 
Agenda Item 5 

Prepared by:  Derrick Moore 
 

 



March 17, 2011 
Agenda Item 5 

Prepared by:  Derrick Moore 
 

 


