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CALIFORNIA INFRASTRUCTURE AND ECONOMIC DEVELOPMENT BANK (I-BANK) 
 

BOND AMENDMENT STAFF REPORT 
 
REQUEST  
 
The Sage Hill School (Borrower or School) submitted a Request for Amendment on 
January 22, 2013 (see Attachment 1) in connection with the California Infrastructure 
and Economic Development Bank Refunding Revenue Bonds (Sage Hill School Project) 
Series 2010 (2010 Bonds).  The Borrower requests an amendment to the Indenture 
dated December 1, 2010 (Original Indenture), by and between the I-Bank and The Bank 
of New York Mellon Trust Company, N.A. (Trustee) to facilitate an interest rate 
reduction for the 2010 Bonds.  The Borrower also requests amending the Tax 
Certificate and Agreement dated December 20, 2010 (Original Tax Certificate) by and 
between the I-Bank and the Borrower to affect the resulting federal tax reissuance of the 
2010 Bonds (collectively, Borrower Requests).  
 
BACKGROUND 
 
On May 20, 2008 the I-Bank Board approved Resolution Number 08-12 authorizing the 
issuance of up to $20,000,000 in variable rate demand bonds to refund existing 
indebtedness incurred by the Borrower for the construction, furnishing and equipping of 
a performing arts center and related facilities and infrastructure improvements and to 
cover costs of issuance. 
 
In June 2008, the School was party to the issuance of $19,500,000 California 
Infrastructure and Economic Development Bank Variable Rate Demand Revenue 
Bonds (Sage Hill School Project) Series 2008 (2008 Bonds).   
 
The School entered into interest rate swap agreements for the 2008 Bonds with Allied 
Irish Banks, p.l.c.   
 
On December 14, 2010 the I-Bank Board approved Resolution 10-37 authorizing the 
issuance of $24,000,000 in fixed rate bonds for a private placement to a Qualified 
Institutional Buyer for (1) refinancing the outstanding 2008 Bonds; (2) reimbursing 
certain additional costs of the construction, furnishing and equipping of a creative 
studies facility and (3) providing working capital for the School to terminate the swap 
agreements to mitigate interest rate risk associated with the recent credit rating 
downgrade of Allied Irish Banks, p.l.c. 
 
On December 20, 2010 the I-Bank issued $20,980,000 of refunding revenue bonds that 
were directly purchased by First Republic Bank (Lender).  The Lender has submitted a 
letter dated January 21, 2013 indicating the Borrower’s and Lender’s request to lower 
the interest rate on the 2010 bonds from 4.625% to 3.375% for the term of the bonds.  
The Lender will charge the Borrower a modification and restructuring fee equal to 1.50% 
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of the outstanding bonds.  Currently the 2010 Bonds are outstanding in the amount of 
$20,980,000. 
 
NEED FOR AMENDMENT  
 
The Borrower plans to take advantage of lower interest rates currently offered by the 
Lender to reduce the interest rate on the 2010 Bonds, resulting in lower borrowing 
costs. 
 
Lowering the interest rate will result in a “reissuance” of the 2010 Bonds under federal 
tax law but there will be no change or extension of maturity. Therefore the Borrower is 
seeking I-Bank approval of the Borrower Requests.  It has been determined, by bond 
counsel for the 2010 Bonds, that a Tax Equity and Fiscal Responsibility Act (TEFRA) 
hearing is not required in connection with the federal tax reissuance of the 2010 Bonds 
because the amendment will not result in a change or extension of maturity. 
 
 
BOARD DELEGATION AUTHORIZATION 
I-Bank Board Resolution 12-08 delegates to the Executive Director, in connection with 
any proposed amendment of bond related documents (Amendment), the authority to 
execute and deliver all agreements, contracts, certificates, orders, appointments, 
notices, waivers, approvals, acknowledgements, consents, written directions, 
instruments and other documents necessary or convenient to effect such Amendment; 
provided that, the I-Bank receives an opinion of counsel to the effect (1) that the 
Amendment is in accordance with the associated transaction documents and (2) where 
bonds were issued as tax-exempt bonds, that the Amendment will not adversely affect 
the tax-exempt status of interest on the bonds.   
 
Further, Resolution 12-08 delegates to the Executive Director the authority to take 
actions to effect the consummation of transactions or events contemplated in the 
original approving documents for I-Bank bonds.  The Original Indenture and Original 
Tax Certificate include provisions that contemplate various actions to be taken by the I-
Bank, including interactions with the IRS, in connection with preserving the tax-exempt 
status of the Bonds. 
 
LEGAL REVIEW 
The I-Bank’s General Counsel has reviewed the Borrower Requests and the associated 
documents and has determined that they satisfy the applicable requirements of 
Resolution 12-08. 
 
RECOMMENDATION 
 
Staff recommends approval of an amendment to the Indenture and Tax Certificate and 
Agreement of the 2010 Bonds for the purpose of reducing the interest rate of the 
outstanding 2010 Bonds. 
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ATTACHMENTS 
 
Attachment 1  Amendment Request 
Attachment 2  Letter from First Republic Bank 
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ATTACHMENT 1 – AMENDMENT REQUEST 
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ATTACHMENT 2 – Letter from First Republic Bank 

 

 




