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	ZIONS PUBLIC FINANCE, INC.
Board Memo


MEMORANDUM

DATE:		Monday, September 21, 2026
TO:		Marlo Oaks, State Treasurer and Utah Charter School Finance Authority Board
FROM:	Japheth McGee, Vice President and Johnathan Ward, Senior Vice President of Zions Public Finance
RE:	Custom Class Charter School Application to the Utah Charter School Finance Authority 


Conflicts of Interest

In general, Zions Bancorporation, National Association is made up of many departments and provides various services.  Some of those services and departments can be involved on the same transaction. Zions Public Finance Inc. and Zions Corporate Trust are affiliated entities operating under Zions Bancorporation and we all benefit from a strong stock price derived from strong performance by the company and its component members and affiliates across the country. Zions Public Finance does not receive financial or other benefits in association with transactions performed by Zions Corporate Trust who may act as Trustee on charter school transactions. Likewise, Zions Public Finance operates separately from commercial loan divisions of the Bancorporation who may have provided private financing to developers or charter schools to construct the school initially. Zions Public Finance is not aware of the circumstances where this occurs unless told when a charter school applies. Zions Public Finance does not receive financial or other benefits that could result from actions taken by the Charter School Finance Authority outside of the agreed upon fees for services rendered to the Authority.

Zions’ entities engaged with the School:

	Zions Public Finance:
	Yes.  (Advisor to the Authority)

	Zions Corporate Trust:
	TBD

	Zions Commercial Involvement:
	No



Executive Summary

	Borrower:
	Custom Class Charter School

	Management Company:
	Business Manager: Red Apple Financial

	Municipal Advisor:
	RoundTable Funding: Clint Biesinger

	Borrower’s Counsel:
	Farnsworth Johnson: Brandon Johnson

	Underwriter:
	HJ Sims: Robert Nickell

	Bond Counsel: 
	Gilmore & Bell: Jacob Carlton

	Issuer’s Counsel:
	Chapman & Cutler: Eric Hunter

	Trustee: 
	To Be Decided

	Par Amount:
	$25,440,000 in tax-exempt and taxable bonds.

	Enhancement Requested:
	No

	Purpose:
	Fund construction of the School’s initial facility, fund a debt service reserve, fund capitalized interest, and pay costs of issuance.

	Structure:
	Bonds will be repaid with a roughly level amortization of principal and interest over 35 years after a two-year capitalized interest period. The bonds will carry a fixed rate of interest.

	Term:
	Final maturity in 2061. Bonds will likely carry a 5-yr call feature.

	Rating:
	N/A

	Costs of Issuance Estimate: 
	$500,000

	Underwriter Fee Estimate:
	$12.50/$1,000 (est. $318,000)

	Litigation:
	None of which we are aware.

	Summary:
	The School is a new charter school planning to enter the market in St. George. It enrolled students for the 2026-2027 school year. The School opened with full enrollment and a waitlist of more than 400 students. Pro-forma operating margins are unusually high in part due to its operating model. The School has a hybrid in-person and online model that is favorable for operations and has shown success at various districts and charter schools across the State.



Purpose

The purpose of this memo is to document the adherence of Custom Class Charter School (the “School”) to the application requirements of the Utah Charter School Finance Authority (the “Authority”) and provide credit analysis of the School for the Authority’s consideration. The analysis contained herein is based on the School’s application to the Authority and inquiry for clarification of the Municipal Advisor to the Authority.

Introduction

The School is a non-profit, 501c3 designated, public K-12 charter school with one campus in St. George but operating statewide online. The School intends to open additional centers statewide so that its student population will be able to easily access required in person testing and IEP meetings. The School was approved by the Utah State Charter School Board (the “SCSB”) and opened for operation in the 2026 – 2027 school year. 

MISSION STATEMENT
Custom Class empowers students by establishing rigorous outcomes for learner development while providing customizable support that is tailored to the needs of learners and their families.

Enrollment/Student Demand

The School enrolled 420 students for the current school year and plans to ramp into over 900 students by FY 2029. The School commissioned a survey of over 1,000 families across Utah. The survey indicated that 86.5% of those contacted were “Very Interested” in a publicly funded online school that supports customized learning for students. These were not indications of interest in Custom Class specifically but a more general interest in the School’s model. Current enrollment and waitlist is supportive of these indications.
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Academic Performance 

The School does not have a history of academic performance.

Management

1. The School currently has a three-member board. The board members have backgrounds in: biomedical research (charter school board member at Vista Academy), cabinet-making, and financial planning and entrepreneurship.
2. The School employs Cory Henwood as Executive Director. Mr. Henwood has a B.Sc and B.Ed from the University of Lethbridge and a Utah Educator License with endorsements in Ed Tech and Secondary Math. He previously worked at the Iron School District where he helped develop the Iron Online program and Launch High School.
3. The School will employ Red Apple for business management services.
4. The School has formal policies for budgeting, cash handling, debt, investments, fundraising and donations, and procurement. 


Plan of Finance

The School is seeking authorization to sell up to $25,440,000 of non-rated bonds via private placement with HJ Sims serving as the Underwriter/Placement Agent. The School is NOT seeking credit enhancement through the Utah Charter School Credit Enhancement Program. The bonds will be tax-exempt bonds for the purpose of funding the construction of a new campus, a debt service reserve fund, capitalized interest, and costs of issuance. The bonds will carry a fixed rate of interest and will likely carry a 5-year call. The bonds are secured by an assignment and secured interest in the revenues of the School and trust accounts and a security interest and pledge of the deed of trust in the land and building located at:

· Horseman Park Drive, St. George, UT 84790


Financial Performance

Summary:
Financials provided by the School are all prospective as the School has only one month of operations.

1. Fund Balance
	
	BB Requirement
	Measure at end of FY 2027

	
	At least 15% of following year expenses
	25%



Fund balance has been estimated by taking expected operating expenditures and revenues for each given year and assuming 75% of net operating income (after payment of debt service) is retained as fund balance.
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2. [bookmark: _Hlk10106536]Debt Coverage Ratio
	[bookmark: _Hlk10106523]
	BB Requirement
	Measure at end of FY 2027

	
	At least 120%
	165%
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3. Debt Burden Ratio
	
	BB Requirement
	Measure at end of FY 2027

	
	Less than 16%
	36.9%
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4. Operating Margin
	
	BB Requirement
	Measure at end of FY 2027

	
	At least 14%
	52.9%







I have asked for the rationale for a 50% operating margin out of the gate, where most schools struggle to get over 20%. Canyon Grove Academy is another charter school that operates a hybrid in-person and online school, which can lead to operational efficiencies. Its most efficient year in the past showed a 31.9% Operating Margin. That margin has since declined to under 20%.
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Bond Documents

Legal bond documents are being reviewed by Chapman & Cutler in its capacity as Issuer’s Special Counsel to the Authority, and all requirements are being incorporated. In addition, Gilmore & Bell, as Bond Counsel, has certified that each of the required legal provisions is present in the bond documents.

Continuing Disclosure

The School has not been under a continuing disclosure requirement previously.

Conclusion

The School is a new charter school planning to enter the market in St. George. It has no history of operations and will begin enrolling students in FY 2028. Projections are based on enrollment that has no concrete commitments. Operating margins are unusually high and likely not realistic. The School has a model that is favorable for operations and has shown success at various districts and charter schools across the State.
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'26-'27 '27-'28 '28-'29 '29-'30 '30-'31

Net Income Available for Debt Service 2,912,898      3,363,270      6,157,295      6,350,565      6,549,632     

                      Annual Debt Service  1,769,907      2,031,200      2,016,700      2,002,400      1,988,800     

Debt Coverage Ratio 165% 166% 305% 317% 329%
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'26-'27 '27-'28 '28-'29 '29-'30 '30-'31

Maximum Annual Debt Service  2,031,200      2,031,200      2,031,200      2,031,200      2,031,200     

Unrestricted Operating Revenues 5,503,187      6,742,869      11,395,253   11,736,661   12,088,311  

Debt Burden Ratio 36.9% 30.1% 17.8% 17.3% 16.8%
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'26-'27 '27-'28 '28-'29 '29-'30 '30-'31

Net Income Available for Debt Service 2,912,898      3,363,270      6,157,295      6,350,565      6,549,632     

Revenues 5,503,187      6,742,869      11,395,253   11,736,661   12,088,311  

Operating Margin 52.9% 49.9% 54.0% 54.1% 54.2%
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Grade '27-'28 '28-'29 '29-'30 '30-'31 31-'32

K 45 50 80 100 115

1 40 50 80 100 115

2 36 50 80 100 115

3 32 50 80 100 115

4 37 50 80 100 115

5 32 50 80 100 115

6 38 50 80 100 115

7 37 50 80 100 115

8 41 50 80 100 115

9 34 50 70 90 100

10 15 30 60 80 100

11 20 20 40 70 90

12 16 10 30 50 75

Totals 423 560 920 1,190 1,400

CCCS Enrollment by School Year
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'26-'27 '27-'28 '28-'29 '29-'30

Fund Balance 857,244         1,856,296      4,961,742      8,222,866     

Following Year Operating Expenses 3,379,599      5,237,958      5,386,096      5,538,679     

Fund Balance % of Future Expenses 25% 35% 92% 148%
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