
 

  

$50,000,000* 
CALIFORNIA SCHOOL FINANCE AUTHORITY 

CHARTER SCHOOL REVENUE BONDS 
(GRANADA HILLS CHARTER PROJECT) 

SERIES 2019A (TAX-EXEMPT)  
 

EXECUTIVE SUMMARY 
RESOLUTION 19-09 

 
Borrower : 17081 Devonshire LLC (the “Borrower”) 

Owner of Facilities: 17081 Devonshire LLC 

Project User: Granada Hills Charter   

Loan Amount: Not to exceed $50,000,000 

Expected Issuance: July 17, 2019 

Project: The borrower is requesting the issuance of tax-exempt 
and taxable bonds to finance the acquisition and 
renovation of certain educational facilities for use by 
Granada Hills Charter, specifically a 300,000 square foot 
TK-8 facility with a 1,900 student capacity, scheduled for 
occupancy in August 2020.  

Bond Type: Educational Facility Revenue Bonds (Tax-Exempt and 
Taxable Series) 

Project Location: 17081 Devonshire, Street,  Northridge, CA 91325 

Counties Served: Los Angeles 
 
District in which Project is 
Located: Los Angeles Unified School District 

Charter Authorizer: 
 
Los Angeles Unified School District 

 
Est. Annual Payment: $2,900,000 
 

Anticipated Rating: 

 

BB+ 

Structure: $ 46,100,000 (Tax-Exempt)  

Sale Method: Public Offering  

Underwriter: Ziegler 

Bond Counsel: Orrick Herrington 

Trustee:  Wilmington Trust   

         
*Not to Exceed Amount 
 
 
 
 
 
 



 

  

I. Use of Bond Proceeds 
 
The proceeds of the Bonds will be used to (1) finance and/or refinance the acquisition, 
construction, expansion, remodeling, renovation, improvement, furnishing and/or equipping (the 
“Project”) of the charter school educational facilities known as Granada Hills Charter Devonshire 
Campus, located at 17081 Devonshire Street, Northridge, California 91325 (the “Devonshire 
Campus”), (2) pay certain expenses incurred in connection with the issuance of the Bonds, and 
(3) fund a debt service reserve fund and a repair and replacement fund with respect to the Bonds. 
The facilities are located on an approximately 6.95 net acre site at 17081 Devonshire Street, in 
Northridge, California.  A portion of the school is currently located at the Devonshire Campus, 
specifically 250 students in the 2018-19 school year, with the school’s remaining 4,450 students 
located less than one mile away at the main campus, 10535 Zelzah Avenue, Granada Hills 
(“Zelzah Campus”).  Granada Hills Charter operates at the Zelzah Campus pursuant to a Sole 
Occupant Agreement by and between Granada Hills Charter, as occupant thereunder, and the 
Los Angeles Unified School District, as owner of the Zelzah Campus (“Occupancy Agreement”).  
The term of the Occupancy Agreement is co-terminus with the charter petition for the School, 
subject to any renewal, denial of renewal, or revocation.  Granada Hills Charter’s property interest 
in the Zelzah Campus is not a source of security for the payment of the Bonds. 
 

Site Landlord Location Purpose Amount 
17081 Devonshire 
Street Northridge, 

CA 

17081 
Devonshire LLC 

17081 Devonshire Street, 
Northridge, CA  

Construction  $40,000,000.00

Total Estimated Project Costs $40,000,000.00
 
 
II. Granada Hills Charter 

 
Granada Hills Charter:  Granada Hills Charter began as a public high school in 1960, and 
operated as such until 2003, when the Los Angeles Board of Education approved the then school 
administration’s request to convert to a charter school. The school is one of the largest 
independent charter high schools in the country, with a 2018-19 enrollment of 4,700 students.  

Beginning in school year 2019-20, Granada intends to expand to include TK-8th grades, with a 
staggered rollout that includes TK/K, 1st and 6th grades the first year, 2 additional grades the next 
2 years (2nd and 7th in 2020-21, 3rd and 8th in 2021-22) and one grade per year thereafter, with the 
school fully enrolled in school year 2023-24.  

At their September 2018 meeting LAUSD pulled the item from consent, the renewal of the high 
school charter petition was approved on a vote of 6-0. The addition of the TK-8 was approved on 
a vote of 4-1-1. The enrollment expanded was to 6,925 by the end of the new 5-year charter term 
to reflect the TK-12 expansion.  

Granada Hills Charter decided to expand to TK-8 after four years of research and the success of 
the high school’s International Baccalaureate program. The intention is to align the grade school 
and junior high with the International Baccalaureate (IB) program using the IB’s Primary Years 
and Middle Years Programs. There currently is not a continuous TK-12 International 
Baccalaureate school in LAUSD.  

This is the third bond issuance for Granada Hills. They first issued bonds in 2010. The proceeds 
of the 2010 bonds were used to finance a project at the Zelzah Campus.  Their second issue of 
bonds in 2017 was rated BBB- and the proceeds were used for the acquisition and improvement 
of the Devonshire Campus. 



 

  

Granada Hills 5-Year Budget Projections, Enrollment, and Coverage Ratios are included in Exhibit 
A. Enrollment projections for all grades, including the TK-8 expansion, for the next six years are 
included in more granular form in Exhibit B.  

The Borrower: 17081 Devonshire LLC (the Borrower) is a California limited liability company, the 
sole member of which is Granada Hills Charter. The Borrower was formed in 2017 to support 
schools operated by Granada Hills Charter, specifically for the purpose of holding title to property 
and managing, operating and leasing property, collecting income, and transmitting that income to 
Granada Hills Charter. The Borrower is a party to the Loan Agreement as borrower; to the Master 
Indenture and Supplemental Master Indenture as a Member of the Obligated Group and the 
representative of the Members of the Obligated Group.   

The Project Users: The Project will be owned by the Borrower, 17081 Devonshire LLC, a 
California limited liability company whose sole managing member is Granada Hills Charter, a 
California nonprofit public benefit corporation.  The Borrower was created for the purpose of 
owning the Mortgaged Property which includes the Project facilities.  The project will be leased to 
Granada Hills Charter.  

Granada Hills Charter (a California nonprofit public benefit corporation and an organization 
described in Section 501(c)(3) of the Internal Revenue Code of 1986), established and operates 
Granada Hills Charter as a public charter school.  

III. Financial Structure 

The Bonds will be issued in one series, a tax-exempt issuance not to exceed $50,000,000. The 
tax exempt series will be issued to finance items eligible for financing with tax-exempt bond 
proceeds, including allowable costs of issuance. The tax exempt series is expected to consist of 
three term bonds maturing on 7/1/2029, 7/1/2039, and 7/1/2054.  

The facilities financed with proceeds of the Bonds will be leased to Granada Hills Charter.  

IV. Security and Source of Payment 
 
The Bonds and the interest thereon are payable solely out of certain revenues and income 
received by the Authority or the Trustee pursuant to the Loan Agreement, the Intercept, and 
Obligation No. 2 issued by the Borrower in an amount equal to the aggregate principal amount of 
the Bonds pursuant to the Master Indenture.  The obligations of the Borrower under the Loan 
Agreement and Obligation No. 2 are secured on a parity basis with the Loan Agreement, dated 
as of March 1, 2017, by and between the Authority and the Borrower, and Obligation No. 1, which 
was issued by the Authority pursuant to the Master Indenture.  Obligation No. 1 was issued in 
connection with the California School Finance Authority School Facility Revenue Bonds (Granada 
Hills Charter High School Obligated Group), Series 2017A, in the aggregate principal amount of 
$5,420,000 and, Series 2017B (Taxable), in the aggregate principal amount of $370,000, which 
were issued pursuant to an Indenture, dated as of March 1, 2017, by and between the Authority 
and the Trustee.   
 
Pursuant to and to the extent described in the Bond Indenture, the Authority assigns to the Trustee 
certain of the Authority’s rights under the Loan Agreement, including the right to receive payments 
thereunder, but excluding any deposits to the Rebate Fund and other Retained Rights, as defined 
in the Bond Indenture.  Pursuant to the Loan Agreement, the Borrower certifies that it will cause 
the Lessee to make payments of Base Rent under the Lease directly to the Trustee for deposit in 
the Revenue Fund.  In addition, pursuant to the Mortgage, the Borrower grants to the Master 
Trustee a first priority lien on the charter school facilities located at 17081 Devonshire Street, Los 
Angeles, California.  Granada Hills Charter holds the charter for the School and is the tenant 
under the Lease.  The School will initially be the only “School,” as defined in the Master Indenture 



 

  

as a charter school operated by Granada Hills Charter in a facility leased from a Member of the 
Obligated Group.  Rent under the Lease is payable solely from the revenues derived from the 
School, and any future Schools located at the facilities.  Revenues generated from any other 
schools whose charters are held or that are operated or managed by Granada Hills Charter, or 
assets and revenues generated from sources other than the Related Projects (as defined in the 
Master Indenture), are not available for payment of Rent or otherwise available to the Authority, 
Master Trustee, Trustee or Bondholders.  Granada Hills Charter’s property interest in the Zelzah 
Campus is not a source of security for the payment of the Bonds. 
 
V. Preliminary Sources and Uses/Costs of Issuance  
 
Below are the preliminary sources and uses, and detailed information about the costs of issuance 
for board consideration.  Please note that these figures are subject to change between the time 
of board packets being distributed and the time of the board meeting – members will be provided 
updated figures should they change before the board meeting date.  
 

Sources and Uses 
 

Sources: 
Series 2019A 
(Tax-Exempt) 

Series 2019B 
(Taxable) 

Total 

Bond Proceeds:   

Par Amount $46,030,000 $0.00 $46,030,000

Premium $0.00 $0.00 $0.00

Total: $46,030,000 $0.00 $46,030,000

Uses: 
Series 2019A 
(Tax-Exempt) 

Series 2019B 
(Taxable) 

Total 

Project Fund Deposits:  

Acquisition Cost $40,000,000 $0.00 $40,000,000

  $40,000,000 $0.00 $40,000,000

 

Other Fund Deposits:  

Debt Service Reserve Fund $2,855,412.50 $0.00 $2,855,412.50

Capitalized Interest Fund $2,320,601.88 $0.00 $2,320,601.88
   

Delivery Date Expenses:  

Cost of Issuance $476,850 $0.00 $476,850

Underwriter's Discount $391,255 $0.00 $391,255

  $868,105 $0.00 $868,105

Other Uses of Funds:  

Contingency $880.62 $0.00 $880.62

Total: $46,045,000 $0.00 $46,045,000
 
 
 
 
 
 
 
 
 
 



 

  

 
Cost of Issuance 

 
Expense Amount 

CSFA Issuance Fees $35,000

CSFA Admin Fees $7,500

Issuer's Counsel Fees $15,000

Agent-for-Sale Fees $8,000

Financial Advisor Fee $0

Underwriter's/Disclosure Counsel Fees $75,000

Bond Counsel Fees $120,000

Borrower's Counsel Fees $50,000

Trustee Fees $15,000

Trustee’s Counsel Fee $5,000

Rating Agency Fees $70,000

Financial Printer Fee $5,000

Underwriter Fee $0

Title & Escrow $50,000

Verification Agent $3,000

Appraiser Fee $0

Contingency Fees $18,350

Total $476,850
 

*Estimates based on a total Par Amount of $46,100,000.00 
 

VI. Borrower Financial Data 
 
The Borrower is a California Limited Liability Company formed to support charter schools 
operated by Granada Hills. The Borrower is disregarded as separate from Granada Hills Charter 
for federal income tax purposes.  Granada Hills Charter has received a determination letter from 
the Internal Revenue Service recognizing it as an entity described in Section 501(c)(3) of the 
Code.  
 
The Borrower is a single purpose entity with no assets other than the Facility and its rights under 
the Lease, which will be assigned to the Trustee.  The limited liability company was formed for 
the purpose of owning the Facility and is not expected to have any other assets or revenue 
available to it to make payments due under the Loan Agreement.  Attached at Exhibit A is a 
schedule of Granada Hills’ 5-year budget and its 2017-18 Financial Position. 
 
VII. 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, is a 501(c)(3) organization or is disregarded as separate from a 501(c)(3) organization, 
has the full authority to enter into all documents which are valid and binding, etc.) will be delivered 
at closing. 
 
VIII. Bond Sales Restrictions 
 



 

  

The following sales restrictions will apply to the financing given the expected rating of BB+. The 
Authority’s sales restrictions can be viewed at:  
http://treasurer.ca.gov/csfa/financings/guidelines.pdf. 
 

1. Bonds will be in minimum denominations of $100,000; 
2. Bonds will be privately placed or publicly offered initially to QIBs and AIs; 
3. Initial bond purchasers will be required to execute an Investor Letter; 
4. Subsequent transfers of bonds will be limited to QIBs and AIs; 
5. Sales restrictions will be conspicuously noted on bond and described in detail in offering 

materials, if any, as well as in the bond documents; 
6. One or more of the following will be required depending on the transaction, as requested 

by the financing team and approved by the Authority: 
a. Traveling Investor Letter; or 
b. Higher minimum denominations of $250,000; or 
c. Physical Delivery; or 
d. Limited initial sale to QIBs, with subsequent transfers limited to QIBs as well; or 
e. Other investor protection measures 

7. Bond payments will be made via the intercept mechanism outlined in Section 17199.4 of 
the Education Code 

 
IX. Staff Recommendation 

 
Staff recommends CSFA approve Resolution Number 19-07 Authorizing the Issuance of 
Educational Facility Revenue Bonds in an Amount Not to Exceed $50,000,000 to Finance and 
Refinance the Acquisition, Construction, Renovation, Furnishing, and Equipping of certain 
Educational Facilities Located in Los Angeles County, California for Granada Hills Charter. 
 

 
 
 
 

 



 

  

Exhibit A 
 

Granada Hills 5-Year Budget Projections, Enrollment, and Coverage Ratios 
 

 
 
 



 

  

Exhibit B 
 

Granada Hills Enrollment Projections  
 
 

 


