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Project Financing Committee
A subcommittee of the Los Altos Finance Commission

TASK

D e t e r m i n e  o p t i o n s  fo r  f i n a n c i n g  $ 1 0 M  fo r  t h e  C o m m u n i t y  C e n t e r  b y  c o n t a c t i n g  l o c a l  b a n k s .

BACKGROUND

C o u n c i l  h a s  r e q u e s t e d  g u i d a n c e  o n  o p t i o n s  a v a i l a b l e  t o  a s s i s t  i n  f u n d i n g  t h e  a d d i t i o n a l  
c a p i t a l  n e e d e d  t o  b u i l d  t h e  C o m m u n i t y  C e n t e r.   T h e  C i t y  a p p r o v e d  a  b u d g e t  o f  $ 3 5 M ,  b u t  
h a s  a v a i l a b l e  f u n d  o f  $ 2 5 M .  T h u s ,  t h e r e  i s  a  b o r r o w i n g  n e e d  o f  $ 1 0 M .

P R ESUMPTIONS

- - R e v e n u e  o v e r  e x p e n s e  a b o u t  $ 2 . 5 M  a n n u a l l y

F o r  f u n d i n g  C I P,  f u t u r e  d e b t  s e r v i c e  a n d  f u t u r e  C a l P E R S  p a y m e n t s

R I SKS

- - C o m m u n i t y  C e n t e r  b u d g e t  b a s e d  o n  c o s t  e s t i m a t e  b y  a r c h i t e c t

N o  b i d  y e t ,  n o  a l l o w a n c e  a n d  n o  c u r r e n t  m a r ke t  c o s t  e s c a l a t i o n

- - Ve r y  u n c e r t a i n  a m o u n t  d u e  t o  C a l P E R S  u n f u n d e d  l i a b i l i t y  ( a t  l e a s t  $ 3 0 M )
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INITIAL RESULTS

1) Wh o to  b orrow f rom – At  th i s  stage ,  we  h ave  mad e  contact  wi th  s ix  b an ks  wh o 
are  inte re ste d  in  f in an c in g  th e  p rop os e d  d e bt .   A l l  b an ks  came  b ack  wi th  
favorable  comme nts .  I n  ad d i t ion ,  we  wi l l  exp lore  a  loan  th rou g h  th e  S tate  o f  
Ca l i forn ia  f u n d in g  p rog ram,  I B an k (Ca l i forn ia  I n f rast ructu re  Econ omic  
Deve lop me nt  B an k) .

2 ) Te rms  of  th e  loan  – Most  b an ks  a re  s u g ge st in g  a  15  ye ar  loan .   B u t ,  a  20  ye ar  
loan  i s  a l s o  p os s ib le .

3 ) I nte re st  rate  – Th e  cu rre nt  rate s  b e in g  q u ote d  ran ge  b etwe e n  2 . 9% to  3 . 5%.   
Th e s e  rate s  can n ot  b e  g u arante e d an d  ch an ge  d a i ly.   Rate s  a re  ant ic ip ate d  to  
incre as e  in  the  future .

4) Typ e  of  loan  – F ixe d  or  var iab le .

5 ) Wh e n  to  b orrow – Th e  d e c is ion  on  wh e n  to  b orrow wi l l  b e  d e p e n d e nt  on  th e  
statu s  o f  inte re st  rate s .   As s u min g  an  u pward  t re n d  in  inte re st  rate s ,  i t  may  b e  
to  the  C i ty ’s  be st  inte re st  to  borrow at  the  be g inn ing  o f  construct ion  to  obta in  
a  lowe r  inte re st  rate .   

https://protect-us.mimecast.com/s/3-8sCNkEyNT0lMA8imIuKO?domain=ibank.ca.gov
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FINANCING OPTION EXAMPLE #1

Loan amount  - $10,000,000

Interest  rate  – 3.5% (example)

Payment  terms – amort ized over  15  years (180 months)

Monthly  payment  - $71,488 

annual  debt  service - $857,856 (about  equal  to  the expected budget  for  debt  
service  of  $800,000)

Total  cost  of  borrowing - $12,867,886
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FINANCING OPTION EXAMPLE #2

Loan amount  - $10,000,000

Interest  rate  – 3.5% (example)

Payment  terms – amort ized over  20  years  (240 months)

Monthly  payment  - $57,996 

Annual  debt  serv ice  - $695,952

Total  cost  of  borrowing - $13,919,040
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NEXT STEPS

1)  Determine t imel ine of  construct ion

2)  Determine the t iming of  the need to  borrow – beginning ,  middle  or  end of  
the project .

3)  Gather  deta i ls  on f inanc ing opt ions  f rom the banks

4)  Narrow the number of  f inancing proposals  to  three or  four

5)  Request  quotes  f rom the se lected banks

6)  Present  the proposals  to  the C ity  for  f ina l  se lect ion


