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Proposed Board Recommendation 

I	move	that	the	board	approve	the	Bridge	Financing	for	MSA	Santa	Ana	and	San	Diego	Projects	as	
needed	up	to	$7	million	and	transfer	of	Magnolia’s	banking	relationship.	Because	final	proposal	
analysis	is	incomplete	and	due	to	the	urgency	of	the	decision	timeline,	the	board	delegates	the	final	
decision	on	this	item	to	a	closed	session	of	an	ad	hoc	committee	consisting	of	the	board	president	
(Noël	Russell	Unterburger),	the	facilities	committee	chair	(Nguyen	Huynh),	and	the	finance	
committee	chair	(Serdar	Orazov).		

Background 

At the December 2016 board meeting, the board approved internal interagency loans to provide 
the cash flow needed to keep the Santa Ana, San Diego and Magnolia Science Academy 1 
facilities projects on track through the pre-construction phase while the bond financing is 
completed. That financing is on track to close shortly following the April 6 CSFA meeting to 
approve the bonds. The terms sheet for that financing is included as a separate item for 
discussion but is not scheduled for board approval until the April meeting. 

Because Magnolia is required to maintain a variety of specialized reserves, we have construction 
related cash needs beyond the amounts set aside by the board in December.  In addition, the San 
Diego and Santa Ana projects must begin construction within 30 days in time for completion 
prior to the 2017-18 school year. The attached spreadsheet shows the monthly cash flows we are 
addressing with this short-term bridge. In order to secure a project completion bond, we need to 
show financing of the complete projects, although the 60-90 day cash flow needs are not more 
than $2-$2.5 million. Both the board’s earlier $1.5 million commitment and the bridge loan 
would be reimbursed by the bonds and, for MSA 1, Charter Schools Facilities Incentive Grants 
funds of up to $500,000 during FY 2016-17. 

Anticipating this need, Magnolia began seeking bridge financing during December immediately 
following approval of MSA 1, 2 and 3. With the help of Board Member Nguyen Huynh, we 
sought proposals from a variety of financing organizations, some of which were willing to 
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consider the short-term loan to Magnolia. Three funders declined to propose, mainly identifying 
“headline” risk given the ongoing OIG investigation and allegations instigated by the foreign 
representatives of the Turkish president. We have received firm proposals from Charter School 
Capital and Union Bank, a preliminary offer from US Capital Partners, and interest from 
Preferred Bank.  

The offer from Union Bank would be an improved banking relationship with a cash-secured line 
of credit (they would loan us up to $7 million based on the amount we have deposited with them 
on a segregated basis for security). This would allow us to maintain required reserves while 
accessing cash for construction; however, we do not believe the security requirements would be 
consistent with the liquidity requirements on our reserves for more than $2 million. This credit 
facility also will require approximately two months to establish, beyond our current bridge loan 
timeline. Therefore, while the shift in our banking relationship would save us upwards of 
$12,000 annually in fees and result in improved treasury management, it does not address our 
current bridge loan needs. Union Bank has been a consistent friend to charter schools, providing 
grants, banking facilities and loans when others shied away. Union Bank representatives have 
continued outreach to Magnolia consistently since July 2015 in various contexts. Staff believes 
that moving forward with transferring our banking relationship to Union Bank would be wise 
regardless of our bridge loan decision in order to establish a long term relationship with greater 
nimbleness for the future and to address our need for an improved banking relationship. 
However, the representative from Preferred Bank has stated that when their bridge loan proposal 
is made, it would be contingent upon also giving them our business as a banking client. Because 
we do not have an offer currently from them to consider, staff recommends a preference towards 
Union Bank. The loan terms and bank fee analysis from Union Bank are attached. 

The two offers for bridge loan terms are from US Capital Bank and Charter School Capital. 
Preferred Bank has stated that they intend to submit a proposal prior to our board meeting. The 
Charter School Capital offer could close by March 15. The first $2 million of the US Capital 
Bank offer would close within two weeks, assuming the terms sheet still stands, with the term 
loan of up to $7 million closing following an underwriting period. Charter School Capital, a 
company that has previously funded Magnolia, has offered to purchase up to $7.8 million in net 
receivables. Because these are negotiated terms, the attachments are being supplied only to board 
members. Because of the incongruity of the $7 million proposals, they are difficult to compare. 
The preliminary analysis of the $2 million bridge loans show the total cost of capital proposed by 
CSC to be lower and faster than US Capital Bank. 

Due to the tight timeframe and the complexity of the deal analysis, staff recommends that the 
board delegate the decision on this financing to the ad hoc committee identified above. 

Budget Implications 

Please see attached cash flow analysis and confidential deal offers. 

How Does This Action Relate/Affect/Benefit All MSAs? 

Ensuring that Magnolia has the facilities for San Diego and Santa Ana completed prior to the 
beginning of the 2017-18 school year is vital to all of Magnolia’s schools. Fortunately, the 
LACOE approval of the MSA 1, 2 and 3 allows these facilities projects to get back on track, 
albeit at the cost of financing a bridge loan. 



Name of Staff Originator:  

Caprice Young, CEO; support from Nanie Montijo, CFO 

Attachments 

Cash Flow Excel Sheet 
Union Bank proposals 
CSC proposal 
US Capital Bank preliminary offer 
US Bank Capital vs. CSC offers spreadsheet 













Funding Proposal : Magnolia Public Schools

100% 15% 85%

Projected Purchase Date

Gross 
Receivable 

Amount

Maximum 
Deferred 

Price
Initial Purchase 

(Face Value) Discount

Upfront 
Purchase 

Price
EPA
4Q 3/15/17 $997,427 $149,927 $847,500 $31,357 $816,143
LCFF
Apr 3/15/17 $2,286,656 $343,556 $1,943,100 $48,400 $1,894,700
May 3/15/17 $2,286,656 $343,556 $1,943,100 $60,414 $1,882,686
June 3/15/17 $2,286,656 $343,556 $1,943,100 $71,895 $1,871,205

In-Lieu
May 3/15/17 $589,586 $88,886 $500,700 $12,471 $488,229
Jun 3/15/17 $589,586 $88,886 $500,700 $15,567 $485,133
July 3/15/17 $589,586 $88,886 $500,700 $18,527 $482,173

Total $9,626,153 $1,447,253 $8,178,900 $258,631 $7,920,269
Upfront Purchase Price This Transaction $7,920,269
Current Program Fee $81,789

Projected Net: This Transaction $7,838,480

Confidentiality: This Funding Proposal has been prepared for your school on a confidential basis and is subject to the Confidentiality provisions set forth
 in the Receivables Purchase Agreement. 

Investing in Charter Schools © 2014 Charter School Capital, Inc. All rights reserved

FY 2016-17



Funding Proposal : MSA 2 16-17 P1 Estimate

100% 15% 85%

Projected Purchase Date

Gross 
Receivable 

Amount

Maximum 
Deferred 

Price

Initial 
Purchase 

(Face Value) Discount

Upfront 
Purchase 

Price
EPA
4Q 3/15/17 $151,914 $22,814 $129,100 $6,008 $123,092
LCFF
May 3/15/17 $238,284 $35,784 $202,500 $6,816 $195,684
June 3/15/17 $238,284 $35,784 $202,500 $9,424 $193,076

Total $628,482 $94,382 $534,100 $22,248 $511,852
Upfront Purchase Price This Transaction $511,852
Current Program Fee $5,341
Program Fee Balance
Misc. Offset/Credit $0
Projected Net: This Transaction $506,511

Confidentiality: This Funding Proposal has been prepared for your school on a confidential basis and is subject to the Confidentiality provisions set forth
 in the Receivables Purchase Agreement. 

Investing in Charter Schools © 2014 Charter School Capital, Inc. All rights reserved

FY 2015-16



Funding Proposal : MSA 3 16-17 P1 Estimate

100% 15% 85%

Projected Purchase Date

Gross 
Receivable 

Amount

Maximum 
Deferred 

Price
Initial Purchase 

(Face Value) Discount

Upfront 
Purchase 

Price
EPA
4Q 4/15/17 $154,086 $23,186 $130,900 $5,241 $125,659
LCFF
May 4/15/17 $265,840 $39,940 $225,900 $6,095 $219,805
June 4/15/17 $265,840 $39,940 $225,900 $9,045 $216,855

Total $685,766 $103,066 $582,700 $20,381 $562,319
Upfront Purchase Price This Transaction $562,319
Current Program Fee $5,827
Program Fee Balance
Misc. Offset/Credit $0
Projected Net: This Transaction $556,492

Confidentiality: This Funding Proposal has been prepared for your school on a confidential basis and is subject to the Confidentiality provisions set forth
 in the Receivables Purchase Agreement. 

Investing in Charter Schools © 2014 Charter School Capital, Inc. All rights reserved

FY 2016-17



Funding Proposal : MSA 4 16-17 P1 Estimate

100% 15% 85%

Projected Purchase Date

Gross 
Receivable 

Amount

Maximum 
Deferred 

Price
Initial Purchase 

(Face Value) Discount

Upfront 
Purchase 

Price
EPA
4Q 4/15/17 $67,358 $10,158 $57,200 $2,290 $54,910
LCFF
May 4/15/17 $113,934 $17,134 $96,800 $2,612 $94,188
June 4/15/17 $113,934 $17,134 $96,800 $3,876 $92,924

Total $295,226 $44,426 $250,800 $8,778 $242,022
Upfront Purchase Price This Transaction $242,022
Current Program Fee $2,508
Program Fee Balance
Misc. Offset/Credit $0
Projected Net: This Transaction $239,514

Confidentiality: This Funding Proposal has been prepared for your school on a confidential basis and is subject to the Confidentiality provisions set forth
 in the Receivables Purchase Agreement. 

Investing in Charter Schools © 2014 Charter School Capital, Inc. All rights reserved

FY 2016-17



Funding Proposal : MSA 7 16-17 P1 Estimate

100% 15% 85%

Projected Purchase Date

Gross 
Receivable 

Amount

Maximum 
Deferred 

Price
Initial Purchase 

(Face Value) Discount

Upfront 
Purchase 

Price
EPA
4Q 3/15/17 $91,738 $13,738 $78,000 $3,630 $74,370
LCFF
May 3/15/17 $172,334 $25,934 $146,400 $4,928 $141,472
June 3/15/17 $172,334 $25,934 $146,400 $6,814 $139,586

Total $436,406 $65,606 $370,800 $15,372 $355,428
Upfront Purchase Price This Transaction $355,428
Current Program Fee $3,708
Program Fee Balance
Misc. Offset/Credit $0
Projected Net: This Transaction $351,720

Confidentiality: This Funding Proposal has been prepared for your school on a confidential basis and is subject to the Confidentiality provisions set forth
 in the Receivables Purchase Agreement. 

Investing in Charter Schools © 2014 Charter School Capital, Inc. All rights reserved

FY 2016-17



Funding Proposal : MSA Bell 16-17 P1 Estimate

100% 15% 85%

Projected Purchase Date

Gross 
Receivable 

Amount

Maximum 
Deferred 

Price
Initial Purchase 

(Face Value) Discount

Upfront 
Purchase 

Price
EPA
4Q 4/15/17 $160,716 $24,116 $136,600 $5,469 $131,131
LCFF
May 4/15/17 $269,724 $40,524 $229,200 $6,184 $223,016
June 4/15/17 $269,724 $40,524 $229,200 $9,177 $220,023

Total $700,164 $105,164 $595,000 $20,830 $574,170
Upfront Purchase Price This Transaction $574,170
Current Program Fee $5,950
Program Fee Balance
Misc. Offset/Credit $0
Projected Net: This Transaction $568,220

Confidentiality: This Funding Proposal has been prepared for your school on a confidential basis and is subject to the Confidentiality provisions set forth
 in the Receivables Purchase Agreement. 

Investing in Charter Schools © 2014 Charter School Capital, Inc. All rights reserved

FY 2016-17
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Caprice Young <cyoung@magnoliapublicschools.org>

Magnolia Bridge Loan ­ terms from US Capital Partners. 
2 messages

Nguyen (Win) Huynh <nguyen.huynh@gatescapital.com> Wed, Feb 8, 2017 at 8:12 AM
To: "Dr. Caprice Young (cyoung@magnoliapublicschools.org)" <cyoung@magnoliapublicschools.org>,
"nmontijo@magnoliapublicschools.org" <nmontijo@magnoliapublicschools.org>
Cc: "Nguyen (Win) Huynh" <nguyen.huynh@gatescapital.com>

Bridge Loan terms from US Capital Partners.

Their idea is an initial bridge loan up to $2 million that can close quickly; within 2 weeks.

A second tranche, the term loan would take out the bridge loan and have value up to $7 million.

Not the cheapest financing but they can close quickly.  The appropriate comp is financing fromn CSC.

Thank you.

 

 

From: Jack Monopoli [mailto:jmonopoli@uscapitalpartners.net]  
Sent: Monday, February 06, 2017 6:22 PM 
To: Nguyen (Win) Huynh 
Cc: Irving Vela 
Subject: US Capital email terms

 

Dear Nguyen, As discussed see email terms below. We did lower banking fees. Let me know if you have any questions.

 

I have enjoyed our interaction and am very interested in your company and financing requirements. We have reviewed the information
you have provided thus far with our internal underwriting group and are ready to move forward to a Term Sheet.

 

The Term Sheet will detail the following financing program for Magnolia Educational & Research Foundation:

 

 
 

Total Facility Size:

$7,000,000

 

Facility Type: $7,000,000 facility made up as follows:

(a)             $800,000  to $2,000,000 Bridge Loan Facility  (“Bridge Loan”),
depending on qualification and client request.

(b)      $7,000,000 Term Loan Facility (“Term Loan”).

 

mailto:jmonopoli@uscapitalpartners.net
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Term of Facility:

(a)       Bridge Loan: Up to 12 months from the date of closing.

(b)      Term Loan: Up to 12 months from the date of closing.

 

Amortization: (a)             Bridge Loan: Interest only payments over a 12 month schedule
with a balloon payment due at maturity.

(b)      Term Loan: Interest only payments over a 12 month schedule with
a balloon payment due at maturity.

 

Interest: (a)       Bridge Loan: A fixed rate per annum (360­day basis) equal to up
to 8.00%.

(b)      Term Loan: A fluctuating rate per annum (360­day basis) equal to
LIBOR plus up to 5.00%.

 

Use of Proceeds: (a)            Bridge  Loan:  To  provide  capital  for  the  construction  of  the
property.

(b)      Term Loan: To provide working capital for the Company’s current
and future needs and to pay off the Bridge Loan Facility.

 

Yield Maintenance: (a)      Bridge Loan: Waived.

(b)      Term Loan: The Loan may be prepaid at any time, provided that a
minimum  of  6  months  of  interest  payments  will  be  made  during  the
Term of the Facility.

 

Credit Facility Fee: (a)             Bridge  Loan:  A  one­time  fee  of  1.50%  of  the  Bridge  Loan
amount, payable at closing.

(b)           Term Loan: A one­time fee of 1.50% of the Term Loan amount,
payable at closing.

 

Banking Fee: (a)      Bridge Loan: 2.50% of the total credit facility amount, payable at
closing, as well as 2.50% on any increases thereto that may be secured
for Company. The minimum Banking Fee is $20,000.

(b)           Term Loan: 2.00% of the total credit facility amount, payable at
closing, as well as 2.00% on any increases thereto that may be secured
for Company. The minimum Banking Fee is $140,000.

 

 
 
 

$30,000 payable at execution of Term Sheet.
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Due Diligence and
Underwriting Fee:

 

If the above terms are acceptable to you, please send an affirmative response and we will issue our Term Sheet.  Upon your approval
and execution of our Term Sheet, we will collect our Due Diligence and Underwriting Fee to complete the gathering and verification
of the data that you provided.  After execution of the Term Sheet, and at the end of this diligence process, we will issue a Commitment
Letter or go directly to loan documents.

 

This  email  indication of  terms will  automatically  expire  in 5 business days  from  the date of  this  email  at  5:00 p.m. Pacific Time,
unless you have acknowledged your acceptance.

 

Please call/email if you have any questions. 

 

Thanks very much.

 

Caprice Young <cyoung@magnoliapublicschools.org> Sun, Feb 12, 2017 at 4:58 PM
To: "Nguyen (Win) Huynh" <nguyen.huynh@gatescapital.com>
Cc: "nmontijo@magnoliapublicschools.org" <nmontijo@magnoliapublicschools.org>

This looks competitive compared with what we've seen.  I am going through where we are on all of the possibilities now. I
think we have to get back to them tomorrow. Monday.

Caprice

Caprice Young, Ed.D. 
CEO & Superintendent

Magnolia Public Schools
250 E. 1st Street, Suite 1500
Los Angeles, CA 90012
Office: (213) 628­3634
Fax: (714) 362­9588
www.magnoliapublicschools.org 

Magnolia Public Schools ­ 15 Year Anniversary Video
Graduates of Magnolia Public Schools are scientific thinkers who contribute to the global community as socially responsible and educated

members of society. 

Confidentiality Notice: This communication, together with its contents may contain confidential and/or legally privileged information. It is solely for the use of the intended
recipient(s). Unauthorized interception, review, use, or disclosure is prohibited and may violate applicable laws including the Electronic Communications Privacy Act. If you
are not the intended recipient, please contact the sender and destroy all copies of the communication. 

[Quoted text hidden]

tel:%28213%29%20628-3634
tel:%28714%29%20362-9588
http://www.magnoliapublicschools.org/
https://youtu.be/1mR5HEQzs3Q
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