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RESOLUTION 12-51

Borrower: VSF School Facilities #1 LLC

Project User: Value Schools, a California nonprofit public benefit
corporation, doing business as Central City Value
School and Downtown Value School, each a charter

school

Loan Amount: Not to exceed $15,000,000 (Tax-Exempt and Taxable
Bonds)

Expected Issuance: March 2013

Project: The bond proceeds will be used to (i) refinance the

mortgage on the building that currently houses
Downtown Value School, located at 950 W.
Washington Boulevard (also identified as 1912 and
1930 S. Toberman Street), Los Angeles, (ii) purchase
the property where Central City Value School is
located, 221 N. Westmoreland Avenue, Los Angeles,
(iii) retire debt incurred during previous renovations on
both properties, (iii) renovate both facilities, (iv) cover
the costs of issuance, and (v) fund a reserve fund.

Bond Type: School Facility Revenue Bonds (Taxable and Tax
Exempt Series) (the “Bonds”)

Project Locations: Central City Value School: 221 N. Westmoreland
Avenue, Los Angeles

Downtown Value School: 950 W. Washington
Boulevard (also identified as 1912 and 1930 S.
Toberman Street), Los Angeles

County: Los Angeles

District in which Project is

Located: Los Angeles Unified School District
Charter Authorizer: Los Angeles Unified School District

Est. Annual Payment:

Expected Rating: BBB-



Structure: Term Bond maturing in 2022 (Tax-Exempt), 2032,
(Tax-Exempt), 2042 (Tax-Exempt), and 2047 (Tax-

Exempt)
Sale Method: Publicly Offered
Underwriter: RBC Capital Markets, LLC
Bond Counsel: Orrick, Herrington & Sutcliffe LLP

. Background

VSF School Facilities #1 LLC is requesting conduit bond financing, not to exceed
$15 million, for purposes of (i) refinancing the mortgage on the building that currently
houses Downtown Value School, located at 950 W. Washington Boulevard (also
identified as 1912 and 1930 S. Toberman Street), Los Angeles, (ii) purchasing the
property where Central City Value School is located, 221 N. Westmoreland Avenue,
Los Angeles, (iii) retiring debt incurred for previous renovations on both properties,
(iii) renovating both facilities, (iv) covering the costs of issuance, and (v) funding a
reserve funds for the two schools.

Il The Project User and the Borrower

The borrower is VSF School Facilities #1 LLC, a California limited liability company,
whose sole member is expected to be Value Schools Foundation, a California
nonprofit public benefit corporation. The borrower owns the two charter school
facilities, each of which will be leased to Value Schools.

The Sole Member's purposes include providing charter school facilities and
operations and other support to charter schools, and to provide or assist in obtaining
charter school financing, and related activities. While Value Schools operates the
two charter schools, Value Schools is not a party to the bond and has no liability or
direct responsibility with respect thereto.

Value Schools was formed in July 2000 by Dr. Jerome Porath to establish and
support high quality elementary and secondary charter schools for students who
have historically been underserved by the public school system. After running a fee
based summer program and a small free kindergarten, Value Schools opened the
Downtown Value School in September 2002 serving 24 students in kindergarten and
first grade and has grown to its full capacity of 445 students in the Downtown facility.
The Central City Value School opened in September 2003 with 90 students and has
grown to 399 students with a goal of growing to its 480-student capacity.

1. Financial Structure

The Authority will issue fixed rate tax-exempt and taxable bonds, if needed. The
final maturity of the bonds will be 30-35 years. The bond issue may include both
serial and term bonds. The purpose of the taxable bonds, if needed, is to finance
expenditures which do not qualify for tax-exempt status.



It is anticipated that the bonds will be rated investment grade (BBB- category) by a
nationally recognized bond rating agency. Regardless of whether the bonds achieve
an investment grade rating, sales restrictions will apply that are consistent with the
bond issuance guidelines approved by the Authority board on November 27, 2012.

The Bonds will be dated on the date of delivery, expected in February 2013, and
currently are expected to mature on July 1 of 2023, 2033, and 2048, respectively with
mandatory sinking fund payments prior to maturity. The Bonds are expected to bear
interest payable semi-annually on July 1 and January 1 of each year, commencing
July 1, 2013, until maturity or earlier redemption. Bond transfers will be restricted to
qualified institutional buyers and accredited investors.

The CSFA board approved an allocation of up to $1,000,000 for Value Schools
under the Charter School Facilities Credit Enhancement Program at its November
2012 meeting. This credit enhancement award will be used to fund a debt service
reserve for this financing.

IV. Security and Source of Payment

The Bonds are limited obligations of the Authority primarily payable from moneys
received by the bond trustee through the Intercept and other moneys received directly
from, or on behalf of the Borrower pursuant to the Loan Agreement. Payment
obligations of the Borrower are primarily limited to amounts received as rental payments
under the leases of the charter school facilities. The leases also provide for additional
rent to cover other charges related to this financing, including administrative fees and
deposits into a Repair and Replacement Fund. The obligations to pay rent under the
leases is a special obligation limited solely to the gross revenues of the charter schools,
Central City Value and Downtown Value.

The Central City Value Campus and the Downtown Value Campus will be subject to
deeds of trust as security for the Bonds.



V. Preliminary Sources and Uses

VL. Project Description

The bond proceeds will be used to (i) refinance the mortgage on the building that
currently houses Downtown Value School, located at 950 W. Washington Boulevard
(also identified as 1912 and 1930 S. Toberman Street), Los Angeles, (ii) purchase
the property where Central City Value School is located, 221 N. Westmoreland
Avenue, Los Angeles, (iii) retire debt incurred during previous renovations on both
properties, (iii) renovate both facilities, (iv) cover the costs of issuance, and (v) fund
a reserve fund.

VII. Borrower Financial Data

Attached as Exhibit A is a schedule of historic revenues for the Schools as well as
their enrollment history.



VIll. Due Diligence Undertaken to Date

No information was disclosed to question the financial viability or legal integrity of the
Borrower. Standard opinions of counsel (i.e., that the borrowing entity has been duly
organized, is in good standing, has the full authority to enter into all documents
which are valid and binding, etc.) will be delivered at closing.

IX. Staff Recommendation

Staff recommends the board members adopt Resolution Number 12-51 authorizing
issuance of bonds in an amount not to exceed $15,000,000 for Value Schools and
its affiliate, VSF School Facilities #1 LLC, subject to final financing terms acceptable
to CSFA.
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Exhibit A
Historical Revenue and Enrollment — Downtown Value Schools

The Downtown Value School — Historical and Projected Enrollment by Grade

Year/Grade K
2006-07 40
2007-08 39
2008-09 38
2009-10 40
2010-11 42
2011-12 42
2012-13 42
2013-14 42
2014-15 42
2015-16 42
2016-17 42

1
34
kLY
42
40
42
43
42
42
42
43
42

2
37
40
39
42
42
42
42
42
42
42
42

2011-2012 Student Recruitment and Waiting Lists

Grade
MNumber on
Waiting List

K 1

43 30

Dewntown Value School
3 4 5 6 7

40 45 43 30 50
33 49 43 57 53
41 42 44 60 59
42 49 49 61 61
44 50 50 38 57
43 48 50 39 59
42 49 49 60 60
42 49 49 60 (]
42 49 49 a0 60
42 49 49 60 60
42 49 49 60 6l

2 3 i 5 6

23 15 8 10 36

8
30 394
54 412
51 420
61 445
61 446
61 447
60 446
60 446
60 440
60 446
60 446
7 8
15 10

Downtown Value School Student Retention

YEAR/GRADE 1
2007-08 100%
2008-09 100%
2009-10 100%
2010-11 90%
2011-12 95%
Average 97%
1-5 Average 97%
6-8 Averape 91%

2
100%
95%
100%
98%
100%
99%

Percentage of Students Returning from Previous Year

3
95%
90%

100%
95%
95%
95%

4
92%
95%
95%
93%
98%
95%

5
100%
100%

93%
98%
100%

98%

6
79%
94%
96%
90%

100%

92%

7
91%
93%
88%
95%
95%
92%

8
04%
83%
93%
90%
88%
90%




The Central City Value School — Historical and Projected Enrollment by Grade

Central City Value High
School
Year/Grade 9 10 11 12 Total
2006-07 03 76 47 43 231
2007-08 88 71 85 74 318
2008-09 h{i o7 65 78 326

2009-10 101 89 100 65 355
2010-11 113 104 81 g0 378
2011-12 111 111 104 73 399
2012-13 130 110 106 100 446
2013-14 130 125 105 102 462
2014-15 125 125 120 101 471
2015-16 125 120 120 116 481
2016-17 130 120 115 116 481

Central City Value School Student Retention

Percentage of Studenis Returning from
Previous Year

YEAR/GRADE 10 11 12
2007-08 72.8% 86.4% 90.5%
2008-09 679% 879% 87 7%
2000-10 929% 81.4% 68.9%
2010-11 72.9% T78.3% 85.9%
2011-12 64.5% 802% 86.1%
Average 74% 83% 84%



