CALIFORNIA INFRASTRUCTURE AND ECONOMIC DEVELOPMENT BANK (I-Bank)
501(c)(3) REVENUE BOND FINANCING PROGRAM
STAFF REPORT
EXECUTIVE SUMMARY
Applicant:

Otis College of Art and Design (Otis College)

Applicant Description:

A California nonprofit public benefit corporation operating since 1918 as Los
Angeles’s’ first independent professional school of art and design.

Type of Financing:

Tax-Exempt Obligation

Project:

The project financing consists of (1) refunding Otis College’s outstanding California
Educational Facilities Authority Revenue Bonds (Pooled College and University
Projects), 1999 Series B, (CEFA Bonds) for interest savings, (2) financing the cost of
acquisition, construction, equipping and furnishing of the real property and
improvements located on the college campus, and (3) paying certain costs of
issuance in connection with the issuance of the tax-exempt obligations (Project).

Project Site:
Plan of Finance:

9045 Lincoln Boulevard, Los Angeles, CA 90045
The I-Bank will issue up to $35 million in fixed rate tax–exempt obligations (TaxExempt Obligations) in a private placement to be purchased by a single qualified
institutional buyer (QIB). The proceeds of the bonds will be used to refinance CEFA
Bonds, pay costs of the project and pay costs of issuance.

Amount
Requested:

Not to exceed
$35,000,000

Type of Issue:
Tax Status:
Term:
Credit Rating:

Private placement of fixed rate tax-exempt obligations with City National Bank, a QIB
Tax-exempt
17 years
None; credit rating requirement waived; private placement with a QIB exception is
applicable.
Fees: App Fee $1,500; Issuance Fee $45,000 (STO $3,500); Annual Fee $500 per year
Est. Sources of Funds:
Est. Uses of Funds:
Tax Exempt Obligation
$35,000,000
Refund CEFA Bonds
$2,535,000
New Project
32,277,500
Cost of Issuance
187,500
TOTAL SOURCES
$35,000,000
$35,000,000
TOTAL USES
Financing Team:
Bond Counsel:
Kutak Rock
Borrower’s Counsel: Squire Sanders (US) LLP
Lender’s Counsel: Kutak Rock LLP
Private Placement Purchaser: City National Bank
Public Benefits:
By refunding the CEFA Bonds, Otis College estimates a present value savings of
$110,195. The financing will also provide low-cost funds for the construction of new
academic space, auditorium, residential building, learning commons and other student
services. Along with short term construction jobs, the college estimates that additional jobs
will be created in food services, through third party vendors, student store and print shop
jobs as well as additional maintenance, security and custodial positions for the expanded
spaces and ancillary areas.
Date of Board Meeting:
Resolution Number:
Prepared by:
April 4, 2014
14-03
Jamie Teves-Fuentes
Staff Recommendation: Staff recommends approval of Resolution 14-03 authorizing the issuance of TaxExempt Obligations in an amount not to exceed $35,000,000 for the benefit of Otis College of Art and Design.
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BACKGROUND AND HISTORY
Founded in 1918, Otis College of Art and Design (Otis College) is Los Angeles’s first professional
school of art with a mission to prepare diverse students of art and design to enrich our world
through their creativity, their skill, and their vision. The College offers Master of Fine Arts degrees
in Fine Arts, Graphic Design, Public Practice, and Writing, and Bachelor of Fine Arts degrees in
Architecture/Landscape/Interiors, Communication Arts (Advertising Design, Graphic Design, and
Illustration), Digital Media, Fashion Design, and Toy Design. Continuing Education offers a wide
range of art and design courses for over 2,500 students of all ages and abilities each year. The
Ben Maltz Gallery both originates and participates in national touring exhibitions, serving 19,000
visitors each year.
Otis College has trained artists and designers who are in the vanguard of Southern California’s
cultural and entrepreneurial life. From Mattel to Pixar to the Museum of Modern Art in New York,
the college graduates have made an individual, positive, and lasting mark on the world.
The five-acre main campus is located in Los Angeles’s Westside near the beach. Fashion Design
is downtown, in the heart of the fashion district. The graduate studios are on the creative corridor
in nearby Culver City and in the 18th Street Arts Center in Santa Monica.
Otis College currently has an enrollment of 1,086 students. In 2012-2013 Otis College enrolled
1,156 students. Faculty consists of 55 full time faculty, 47 adjunct faculty, 381 part time faculty,
177 full time staff and 100 part time staff.
Tuition for the 2013-2014 year is $38,380. In 2012-2013, approximately 1,000 students received
financial aid (90% of enrolled students received financial aid).
Otis College is governed by Corporate Officers and a Board of Trustees (Board). See Attachment
A – Governance and Management for a list of the members of the Board and Corporate Officers.

PROJECT DESCRIPTION
The project financing will consist of refunding approximately $2,535,000 of Otis College’s CEFA
Bonds which will provide an approximate $110,195 of present value savings. Calculation of Debt
Service Savings by Year is shown in the chart below.
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The project financing will also pay for the construction of nearly 30,000 gross square feet new
academic space and the campus’s first auditorium and nearly 60,000 gross square feet of the
campus’s first residential building and learning commons that will include the library, an advising
and mentoring center, a student union, expanded dining options and other student services. The
selected contractor is DPR Construction.
Construction is scheduled to begin January 2015 and is expected to be completed in Spring 2016.

PLAN OF FINANCE
Otis College requests approval for issuance of Tax-Exempt Obligations in an amount not to
exceed $35,000,000 to be used to (1) refund the CEFA in an aggregate principal amount of
approximately $2,535,000, (2) finance the cost of acquisition, renovation and equipping of the real
property and improvements located at 9045 Lincoln Boulevard, Los Angeles, California, and (3)
pay certain costs of issuance in connection with the issuance of Tax-Exempt Obligations and
other related costs.
Otis College’s obligation to repay City National Bank for the proceeds of the Tax-Exempt
Obligation is expected to be secured by collateral including, but not limited to, a deed of trust on
Otis College’s real property and a security interest in certain of Otis College’s personal property
assets. As part of the financing, the I-Bank will assign all rights to the aforementioned collateral to
City National Bank. Furthermore, the I-Bank will assign its right to receive the loan payments
from Otis College, except for certain Reserved Issuer Rights, to City National Bank pursuant to a
loan agreement between the I-Bank, Otis College and City National Bank (Loan Agreement).
The Tax-Exempt Obligations are to be sold in a private placement with City National Bank and the
proceeds will then be loaned to Otis College pursuant to the Loan Agreement. The Loan
Agreement will have a stated term of 17 years with an expected initial fixed interest rate not to
exceed 5 percent.
The Tax-Exempt Obligations will be purchased by City National Bank, and thus constitute a
private placement. In order to meet the I-Bank’s requirements for private placements, City
National Bank must provide a sophisticated investor letter (Letter) at closing certifying, among
other things, that: (i) it is a QIB, as defined in Section 144(A) of the Securities Act of 1933, as
amended, (ii) it has sufficient knowledge and experience in financial and business matters,
including purchase and ownership of municipal and other tax-exempt obligations, to be able to
evaluate the risks and merits of the investment represented by the Tax-Exempt Obligations and
that it is able to bear the economic risks of such investment; and (iii) it agrees to comply with the
provisions in the Loan Agreement that prohibit the sale of City National Bank’s interest in the TaxExempt Obligations except to another QIB, as well as provisions that impose minimum
denomination requirements.
Otis College will be required by City National Bank to maintain the following financial covenants:



Maintain a debt service coverage ratio of not less than 1.00 to 1.00, measured annually as
of the end of each fiscal year of Otis College, commencing June 30, 2014.
Maintain unrestricted and unencumbered cash and cash equivalent in its accounts at City
National Bank in the minimum aggregate sum of $3,500,000, measured annually based on
Otis College’s audited financial statements as of June 30 of each calendar year,
commencing June 30, 2014.

Neither the faith and credit nor the taxing power of the State or any political subdivision or agency
of the State is pledged to the payment of the principal of, premium, if any, purchase price of, or
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interest on, the Tax-Exempt Obligations nor is the State of California or any political subdivision
thereof in any manner obligated to make any appropriation for the payment thereof. The TaxExempt Obligations and the Loan Agreement under which they will be issued will state that the
principal of such Tax-Exempt Obligations, the premium, if any, and the interest thereon shall not
be deemed to constitute a debt or liability of the State or any political subdivision or agency of the
State. The Tax-Exempt Obligations are special, limited obligations of the Issuer. The Issuer shall
under no circumstances be obligated to pay the Tax-Exempt Obligations except from the
revenues and other funds pledged therefor under the Loan Agreement.
The credit rating requirement has been waived as permitted by I-Bank bond policies and
procedures applicable to a private placement transaction.

PUBLIC BENEFITS
The Project will enable Otis College to maintain, enhance and expand its degree-granting
programs in arts and design without increasing its tuition for academic instruction.
Otis College estimates that refunding the CEFA Bonds will result in an annual cash flow savings
of approximately $110,195. As a result, the tax-exempt financing will result in reduced operating
costs, thereby increasing revenue to support an expansion of services to its students.
The Project will enable Otis College to provide residence to nearly 250 students, a student store
and print shop, which will be partially operated by third party vendors, and enhance the college’s
wellness and counseling services. The project will also enable the college to continue to grow
their outreach services. The college annually partners with up to 40 community organizations
across Los Angeles to work with undergraduate students who partner with these organizations to
respond to community challenges. This allows the students to develop cross-cultural
communication and community organizing skills, root-cause analysis, and big-picture thinking all
within the context of making art and design contributions. The goal of the Creative Action program
is to extend the traditional boundaries of the classroom to the community.
Short term construction jobs during the duration of the construction phase along with food service,
student store and print shop jobs will result as a need for additional vendors to provide services to
the expanded spaces. Additional maintenance, security and custodial positions are also expected
to be created for the expanded spaces and ancillary areas.
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OTHER PROJECT DATA
PERMITS AND APPROVAL
NO
YES, Describe: Building permits will be
required and obtained for the Project involving new
construction.

Required?
TEFRA
Date of TEFRA
Publications

March 21, 2014
The Sacramento Bee
Metropolitan News-Enterprise
NO
YES, Explain:

Oral/Written Comments Received
TBD,
TEFRA Hearing scheduled for March 21, 2014
LEGAL QUESTIONNAIRE
Completed?
Issues?
ELIGIBILITY REVIEW
Project meets Public Interest
Criteria (per G.C. § 63046 and
63047(d))
YES
NO

NO
NO

YES
YES, Explain:

1.

The financing is for a project in the State of
California.
2. Otis College is capable of meeting its
obligations incurred under the proposed Loan
Agreement.
3. Payments to be made by Otis College to the
I-Bank
under
the
proposed
financing
agreements are adequate to pay the current
expenses of the I-Bank in connection with the
financing and to make all the scheduled
principal and interest payments.
4. The proposed financing is appropriate for the
Project.
5. Otis College has represented that the Project is
consistent with any existing local or regional
comprehensive plans.
The Project meets the Policies and Procedures for Conduit Revenue Bond Financing for
Economic Development Facilities established as guidelines for I-Bank Staff by the Board:
YES
NO
INDUCEMENT CERTIFICATE
NO
YES
Certificate No.:
Completed?
N/A
Date:

RECOMMENDATION
Staff recommends approval of Resolution 14-03 authorizing the issuance of Tax-Exempt
Obligations in an amount not to exceed $35,000,000 to be sold through private placement with
City National Bank and loaning the proceeds to Otis College of Art and Design.
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ATTACHMENT A – GOVERNANCE AND MANAGEMENT
The current Corporate Officers and the members of the Board of Trustees are listed below.
CORPORATE OFFICERS
President
Provost
Vice President
Vice President of Administrative and
Financial Services
Vice President of Human Resources
and Development
Secretary of the Corporation

Samuel Hoi
Kerry Walk
Randall Lavender
William Schaeffer
Dana Lopez
Kathy Lake

BOARD OF TRUSTEES
Thomas Miller
Susan Crank
Rodney Freeman
Bob McKnight
Marisa Arango
Gail Buchalter
Jennifer Bellah Maguire
Stephanie Cota
Gary Cypress

Robert Feldman
Frederick Fisher
Bronya Pereira Galef
Bryant Garth
Elaine Goldsmith
Samuel Hoi
Kirk Hyde
Stephen Jarchow
Lawrence Lyttle
Winifred White Neisser
Mei-Lee Ney
Christopher Wicks
Roger Wyett
Diane Ziering

Chair, Executive VP, Marketing, City
National Bank
Vice Chair, President and CEO, Lunada
Bay Corporation
Vice Chair, President, The Freeman
Group
Vice Chair, Executive Chairman,
Quiksilver, Inc.
Education and Arts Advocate, Art
Collector
Interior Designer
Attorney
Sr. VP, Worldwide Marketing, Mattel, Inc.
Founder & Chairman, Banner Holding
Company and Hispanic Express, Inc.;
Founder & CEO, Sports Museum of Los
Angeles
Retired Partner, Weil, Gotshal and
Manges LLP
Ex-Officio-Chair of the Board of
Governors; Principal, Frederick Fisher &
Partners Architects
Chair Emerita- Education and Arts
Advocate, Art Collector
Chancellor’s Professor of Law, The
University of California-Irvine
Chair Emerita- Sculptor, Civic Leader
Ex-Officio-President, Otis College of Art
and Design
General Partner for KPC Limited
Partnership, Hyde Family Partnership,
and Hyde Properties
CEO, Regent Entertainment
Communications Consultant and Advisor
Sr. VP, Movies and Television, Sony
Pictures Television
President, Richard Ney & Associates,
Asset Management, Inc.
CEO, Defiance USA
President of Nike Affiliates, Nike
Community Supporter
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