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THE BONDS, THE PREMIUM, IF ANY, AND THE INTEREST THEREON ARE SPECIAL, LIMITED OBLIGATIONS OF THE ISSUER AND ARE PAYABLE EXCLUSIVELY 
FROM THE TRUST ESTATE.  THE BONDS DO NOT CONSTITUTE A DEBT OR A LOAN OF CREDIT OR A PLEDGE OF THE FULL FAITH AND CREDIT OR TAXING POWER 
OF THE ISSUER, MARICOPA COUNTY, ARIZONA, OR THE STATE, OR ANY POLITICAL SUBDIVISION THEREOF, WITHIN THE MEANING OF ANY STATE CONSTITUTIONAL 
PROVISION OR STATUTORY LIMITATION AND WILL NEVER CONSTITUTE NOR GIVE RISE TO A PECUNIARY LIABILITY OF THE ISSUER, MARICOPA COUNTY, ARIZONA, 
OR THE STATE. THE BONDS SHALL NOT CONSTITUTE, DIRECTLY OR INDIRECTLY, OR CONTINGENTLY OBLIGATE OR OTHERWISE CONSTITUTE A GENERAL 
OBLIGATION OF OR A CHARGE AGAINST THE GENERAL CREDIT OF THE ISSUER, BUT SHALL BE SPECIAL, LIMITED OBLIGATIONS OF THE ISSUER PAYABLE SOLELY 
FROM THE SOURCES DESCRIBED IN THE BOND INDENTURE, BUT NOT OTHERWISE.  THE ISSUER HAS NO TAXING POWER.

Investment in the Bonds involves certain risks as described under “BONDHOLDERS’ RISKS” herein and under other sections of this Limited Offering 
Memorandum.  The ability of the Obligated Group to pay the amounts due under the Obligations, initially only Obligation No. 1, and, in turn, the Loan Agreement 
is primarily based on moneys paid by the State to the Borrower to educate students at the Pledged Schools, and the amount payable is calculated pursuant to 
a formula based on student enrollment.  No assurance can be given that the Borrower will attract sufficient students to any of its charter schools to achieve 
the projected student enrollments described herein or that the State will continue such payments.  None of the Members of the Obligated Group (initially only 
the Borrower) has taxing powers.  While the Obligations, initially only Obligation No. 1, will be secured by certain real and personal property of the Obligated 
Group, there is no requirement that the market value of such property equal or exceed the Obligated Group’s obligations under the Obligations issued pursuant 
to the Master Indenture.  In addition, owners of the Bonds do not have consent rights with respect to the issuance by the Obligated Group of additional parity 
obligations under the terms and conditions described herein.  Furthermore, it is impossible to predict whether the State Legislature will enact legislation 
adversely affecting the operation of or funding for charter schools.  See “BONDHOLDERS’ RISKS” herein.

EACH PURCHASER OF THE BONDS IS REQUIRED TO BE (1) A “QUALIFIED INSTITUTIONAL BUYER” AS DEFINED IN RULE 144A PROMULGATED 
UNDER THE SECURITIES ACT OF 1933 (THE “SECURITIES ACT”); OR (2) AN “ACCREDITED INVESTOR” AS DEFINED IN SECTIONS 501(A)(1) THROUGH 
(3) OF REGULATION D PROMULGATED UNDER THE SECURITIES ACT AND EACH INITIAL PURCHASER IS REQUIRED TO EXECUTE AN INVESTOR LETTER 
IN THE FORM INCLUDED AS APPENDIX J – “FORM OF INVESTOR LETTER.”

This cover page contains certain information for general reference only. It is not a summary of this issue. Investors must read this entire Limited Offering Memorandum 
to obtain information essential to make an informed investment decision.

The Bonds are offered, subject to prior sale, when, as and if accepted by the underwriter named below (the “Underwriter”) and subject to an opinion as to validity and tax 
exemption, as applicable, by Engelman Berger, P.C., Phoenix, Arizona, Bond Counsel.  Opinions will also be rendered by Squire Patton Boggs (US) LLP, Phoenix, Arizona, as 
counsel to and solely for the benefit of the Underwriter, Ballard Spahr LLP, Phoenix, Arizona, as counsel to the Borrower and the Obligated Group, Snell & Wilmer L.L.P., Phoenix, 
Arizona, as counsel to the Current Charter Holder, and Ryley Carlock & Applewhite, Phoenix, Arizona, as counsel to the Issuer.  It is expected that delivery of the Bonds will be 
made on or about December 11, 2018, through the facilities of DTC in New York, New York, against payment therefor.  Subject to applicable securities laws and prevailing market 
conditions, the Underwriter intends, but is not obligated, to effect secondary market trading in the Bonds.  For information with respect to the Underwriter, see “UNDERWRITING” 
herein.

Dated:  November 15, 2018



 

 

MATURITY SCHEDULES 
 
 
 

$71,715,000 
THE INDUSTRIAL DEVELOPMENT AUTHORITY OF THE COUNTY OF MARICOPA 

EDUCATION REVENUE BONDS (BENJAMIN FRANKLIN CHARTER SCHOOL PROJECTS), SERIES 2018A 
 
 

 
$4,365,000 4.80% Term Bond Due July 1, 2028 - Price 100.00, CUSIP® No. 56681NCU9(a) 

$17,480,000 6.00% Term Bond Due July 1, 2038 - Price 104.809*, CUSIP® No. 56681NCV7 (a) 

$49,870,000 6.00% Term Bond Due July 1, 2052 - Price 103.298*, CUSIP® No. 56681NCW5 (a) 

   
* Price calculated to July 1, 2028, the first optional redemption date. 
 

$615,000 
THE INDUSTRIAL DEVELOPMENT AUTHORITY OF THE COUNTY OF MARICOPA 

EDUCATION REVENUE BONDS (BENJAMIN FRANKLIN CHARTER SCHOOL PROJECTS), TAXABLE SERIES 2018B 
 
 

$615,000 5.50% Term Bond Due July 1, 2023 - Price 100.000, CUSIP® No. 56681NCX3 (a) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

    
 

(a) CUSIP® is a registered trademark of the American Bankers Association.  CUSIP Global Services is managed on behalf of the 
American Bankers Association by S&P Capital IQ.  Copyright© 2018 CUSIP Global Services.  All rights reserved.  CUSIP® 
data herein is provided by CUSIP Global Services.  This data is not intended to create a database and does not serve in any 
way as a substitute for CUSIP Global Services.  CUSIP® numbers are provided for convenience of reference only.  None of 
the Issuer, the Borrower, the Current Charter Holder, the Underwriter or their agents or counsel assumes responsibility for the 
accuracy of such numbers. 
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NOTICE TO INVESTORS OF THE BONDS 

Initial purchasers of the Bonds will be required to deliver an executed investor letter, a copy of which is 
attached as APPENDIX J to this Limited Offering Memorandum.  Purchasers of the Bonds by their purchase of the 
Bonds, will be deemed to have acknowledged, represented, warranted, and agreed with and to the Issuer, the Borrower, 
the Current Charter Holder, the Underwriter and the Bond Trustee as follows: 

(a) Each purchaser will be deemed to have acknowledged that the Bonds are payable solely from certain revenues 
derived by the Issuer under the Loan Agreement and from certain funds and accounts established and 
maintained under the Bond Indenture.   

(b) Each purchaser will be deemed to have acknowledged that the Borrower’s obligation to make payments under 
the Loan Agreement is absolute and unconditional and that the expected sole source of funds for such 
payments under the Loan Agreement is payments to be made by the Obligated Group pursuant to the Master 
Indenture.  The Obligated Group’s obligation to make payments under the Master Indenture is a special 
obligation limited solely to Pledged Revenues from the Pledged Schools and the Facilities subject to the 
Deeds of Trust.   

(c) Each purchaser will be deemed to have acknowledged that, in addition to its receipt of this Limited Offering 
Memorandum, it has received information from the Borrower and the Current Charter Holder, as applicable, 
relating to: (i) the sources of repayment of the Bonds; (ii) the Mortgaged Property (as defined in the Deeds 
of Trust); (iii) the Borrower, the Current Charter Holder and the Pledged Schools, including pertinent 
financial and operating data; and (iv) such other material matters relating to the Bonds as the purchaser 
deemed relevant. The purchaser will be deemed to have acknowledged that it had the opportunity to ask 
questions of, and request additional information from the Borrower and the Current Charter Holder, as 
applicable, regarding the information provided to it and any other matters that it considered to be relevant to 
the purchaser’s decision to purchase the Bonds. 

(d) Each purchaser will be deemed to have acknowledged that neither the Issuer nor any of its Board members, 
officers or employees takes any responsibility for, and the purchaser is not relying upon any of such parties, 
with respect to information appearing anywhere in this Limited Offering Memorandum, other than the 
information under the captions “THE ISSUER,” and “LITIGATION” (as it relates to the Issuer) (the “Issuer’s 
Portion” of the Limited Offering Memorandum) and that none of such parties have participated in the 
preparation of this Limited Offering Memorandum except with respect to the Issuer’s Portion of the Limited 
Offering Memorandum.  The purchaser will be deemed to have acknowledged that the Limited Offering 
Memorandum is not guaranteed as to its accuracy or completeness, and is not a representation by and is not 
to be construed as a representation by the Underwriter. 

(e) Each purchaser will be deemed to have acknowledged that it is (1) a “qualified institutional buyer” as defined 
in Rule 144A promulgated under the Securities Act of 1933 (the “Securities Act”); or (2) an “accredited 
investor” as defined in Sections 501(a)(1) through (3) of Regulation D promulgated under the Securities Act. 

(f) Each purchaser will be deemed to have acknowledged that the Bonds may only be transferred to a Qualified 
Institutional Buyer or Accredited Investor unless the Bond Trustee receives from the Borrower a rating letter 
from Fitch, S&P or Moody’s indicating that the Bonds are rated “A-” or “A3”, as applicable, or higher. 

See “INTRODUCTORY STATEMENT – Restrictions on Purchase and Transfer” herein. 
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IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVERALLOT OR EFFECT 
TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICE OF THE BONDS AT A LEVEL 
ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET.  SUCH STABILIZING, IF 
COMMENCED, MAY BE DISCONTINUED AT ANY TIME. 

No dealer, broker, salesperson or other person has been authorized by the Issuer, the Borrower, the Current Charter 
Holder or the Underwriter to give any information or to make any representation with respect to the Bonds other than 
those contained in this Limited Offering Memorandum, and, if given or made, such other information or 
representations must not be relied upon as having been authorized by any of the foregoing.  This Limited Offering 
Memorandum does not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of, 
the Bonds by any person in any jurisdiction in which it is unlawful for such person to make such offer, solicitation or 
sale.  The information set forth herein has been obtained from the Issuer, the Borrower, the Current Charter Holder 
and other sources that are believed to be reliable.  The information and expressions of opinion contained herein are 
subject to change without notice, and neither the delivery of this Limited Offering Memorandum nor any sale 
hereunder shall create any implication that there has been no change in the financial condition or operations of the 
Issuer, the Borrower, the Current Charter Holder, the Pledged Schools, the Facilities or other matters described herein 
since the date hereof.  This Limited Offering Memorandum contains, in part, estimates and matters of opinion that are 
not intended as statements of fact, and no representation or warranty is made as to the correctness of such estimates 
and opinions or that they will be realized. 

The explanations of provisions of laws and descriptions of the documents in this Limited Offering Memorandum are 
summaries thereof and reference is made to the actual laws and documents for a complete understanding of the 
contents of such documents. 

Neither the Bond Trustee nor the Master Trustee assumes any responsibility for this Limited Offering Memorandum 
and neither has reviewed or undertaken to verify any information contained herein. 

The order and placement of materials in this Limited Offering Memorandum, including the Appendices, are not 
deemed to be a determination of relevance, materiality or importance, and this Limited Offering Memorandum, 
including the Appendices, must be considered in its entirety.  The offering of the Bonds is made only by means of this 
entire Limited Offering Memorandum. 

In making an investment decision, investors must rely on their own examinations of the Borrower, the Current 
Charter Holder, the Pledged Schools and the Facilities and the terms of the offering, including the merits and 
risks involved.  The Bonds have not been approved or disapproved by the Securities and Exchange Commission 
or any state securities commission, nor has the Securities and Exchange Commission or any state securities 
commission passed upon the accuracy or completeness of this Limited Offering Memorandum.  Any 
representation to the contrary may be a criminal offense. 

The Borrower, as Obligated Group Representative, has covenanted to provide continuing disclosure as described in 
this Limited Offering Memorandum in APPENDIX H – “FORM OF CONTINUING DISCLOSURE 
UNDERTAKING” pursuant to Rule 15c2-12 of the Securities and Exchange Commission.  The Issuer has not, and 
will not, undertake any responsibilities to provide continuing disclosure with respect to the Bonds and will have no 
liability to owners of the Bonds with respect to any such disclosures. 

The Underwriter has provided the following sentence for inclusion in this Limited Offering Memorandum:  
The Underwriter has reviewed the information in this Limited Offering Memorandum in accordance with, and 
as part of, its responsibilities to investors under the federal securities laws as applied to the facts and 
circumstances of this transaction, but the Underwriter does not guarantee the accuracy or completeness of such 
information. 



 

 

LIMITED OFFERING MEMORANDUM 

THE INDUSTRIAL DEVELOPMENT AUTHORITY OF THE COUNTY OF MARICOPA 
EDUCATION REVENUE BONDS (BENJAMIN FRANKLIN CHARTER SCHOOL PROJECTS) 

 
$71,715,000 

SERIES 2018A 
$615,000 

TAXABLE SERIES 2018B 

INTRODUCTORY STATEMENT 

General 

The following is a brief introduction as to certain matters discussed elsewhere in this Limited Offering 
Memorandum and is qualified in its entirety as to such matters by such discussion and the text of the actual documents 
described or referenced.  Any capitalized term not required to be capitalized is used with the meaning assigned in 
APPENDIX F or in the Bond Indenture, to be dated as of December 1, 2018 (the “Bond Indenture”), between The 
Industrial Development Authority of the County of Maricopa (the “Issuer”) and Zions Bancorporation, National 
Association, as trustee (the “Bond Trustee”), the Loan Agreement, to be dated as of December 1, 2018 (the “Loan 
Agreement”), between the Issuer and Benjamin Franklin Charter School – Queen Creek (the “Borrower”), an Arizona 
nonprofit corporation, the Master Indenture (as defined below) or other documents with respect to which the term is 
used.  Definitions contained in the text hereof are for ease of reference only and are qualified in their entirety by the 
definitions in APPENDIX F or the documents to which such terms relate.  The Appendices hereto are an integral part 
of this Limited Offering Memorandum and each potential investor should review the Appendices in their entirety. 

This Limited Offering Memorandum provides information regarding the $71,715,000 aggregate original 
principal amount Education Revenue Bonds (Benjamin Franklin Charter School Projects), Series 2018A (the 
“Series 2018A Bonds”) and $615,000 aggregate original principal amount Education Revenue Bonds (Benjamin 
Franklin Charter School Projects), Taxable Series 2018B (the “Series 2018B Bonds” and, together with the 
Series 2018A Bonds, the “Bonds”) to be issued by the Issuer pursuant to the Bond Indenture.  Proceeds of the Bonds 
will be used by the Issuer to fund a loan (the “Loan”) to the Borrower pursuant to the Loan Agreement to (i) finance 
or refinance, as applicable, the costs of acquiring all of the land, facilities, improvements, furniture, fixtures and 
equipment comprising the campuses of the Pledged Schools (as defined herein) (the “Existing Facilities”) from LBE 
Investments, Ltd. (“LBE”), a property holding and management company, which is an affiliate of the Current Charter 
Holder (defined herein) and from the Current Charter Holder, as described herein, (ii) finance the costs of acquiring, 
constructing, and equipping a new fine arts facility and additional classrooms (the “Additional Facilities” and, together 
with the Existing Facilities, the “Facilities”), (iii) fund a debt service reserve fund for the Bonds (the “Debt Service 
Reserve Fund”), (iv) fund capitalized interest, and (v) pay certain expenses related to issuance of the Bonds.  See 
“SOURCES AND USES OF FUNDS” and “PLAN OF FINANCE” herein. 

Benjamin Franklin Charter School, Ltd. (the “Current Charter Holder”), an Arizona corporation in good 
standing, has been operating charter schools in the State since September, 1995. The Current Charter Holder currently 
operates the following charter schools (collectively, the “Pledged Schools”) for the grades indicated pursuant to a 
charter school contract (the “Charter Contract”) with the Arizona State Board for Charter Schools (the “ASBCS”) 
dated as of September 5, 1995: 
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School Name 
Grades 
Served 

Benjamin Franklin Charter School - Crismon  (the “Crismon 
School”) 

K-6 

Benjamin Franklin Charter School - Power (the “Power 
School”) 

K-6 

Benjamin Franklin Charter School - Gilbert (the “Gilbert 
School”) 

K-6 

Benjamin Franklin High School (the “High School”) 7-12 
 

The Current Charter Holder leases the land for the Pledged Schools from LBE.  

Concurrently with the issuance of the Bonds, the Borrower will apply a portion of the proceeds to purchase 
all of the real property constituting the Existing Facilities from LBE, together with substantially all of the related 
personal property, which the Borrower will purchase from the Current Charter Holder. With a transition period for 
certain contracts requiring consent to assignment, the Borrower will continue the operation of the schools, including 
employment of all of the teachers who wish to continue their employment with the Borrower. 

Contingent on the issuance of the Bonds and the use of proceeds as described herein, the ASBCS approved 
the transfer of the Charter Contract from the Current Charter Holder to the Borrower on September 10, 2018 effective 
upon the issuance of the Bonds.   

The Borrower, as the sole initial member (in that capacity a “Member”) of an obligated group (the “Obligated 
Group”), will enter into the Master Indenture of Trust, to be dated as of December 1, 2018 (the “Master Indenture”), 
with Zions Bancorporation, National Association, as master trustee (the “Master Trustee”), pursuant to which the 
Borrower, as representative of the Obligated Group (the “Obligated Group Representative”), is authorized to issue 
obligations that constitute the joint and several obligations of the Members of the Obligated Group (the “Obligations”).  
To secure its obligations under the Master Indenture to make payments on the Obligations (the “Required Payments”), 
the Obligated Group will grant the Master Trustee a first priority lien on and security interest in the Facilities and the 
Pledged Revenues (as defined below).  See APPENDIX F – “SUMMARIES OF FINANCING DOCUMENTS – THE 
MASTER INDENTURE.” 

Pursuant to the Bond Indenture, the Issuer will pledge to the Bond Trustee, for the benefit of the Registered 
Owners of the Bonds all of its interest in the Loan Agreement (other than certain retained rights, including those 
relating to indemnification and expense reimbursement payments), to secure payment of the principal of and premium, 
if any, and interest on the Bonds.  The payments due from the Borrower pursuant to the Loan Agreement (the “Loan 
Payments”) will be secured by Benjamin Franklin Charter Schools Obligation No. 1A (“Obligation No. 1A”), which 
will be dated the date of issuance of the Series 2018A Bonds, in the aggregate original principal amount of the Series 
2018A Bonds, and Benjamin Franklin Charter Schools Obligation No. 1B (“Obligation No. 1B” and, together with 
Obligation No. 1A, “Obligation No. 1”), which will be dated the date of issuance of the Series 2018B Bonds, in the 
aggregate original principal amount of the Series 2018B Bonds, each to be issued by the Borrower, as the Obligated 
Group Representative, to the Bond Trustee, pursuant to the Master Indenture as supplemented by Supplemental Master 
Indenture for Obligation No. 1, to be dated as of December 1, 2018 (“Supplemental Master Indenture No. 1”), between 
the Borrower, as Obligated Group Representative, and the Master Trustee.   

The Obligations, initially only Obligation No. 1,  will be secured by a first position lien on and security 
interest in the Borrower’s ownership in the Facilities, to be granted pursuant to four separate deeds of trust executed 
by the Borrower in connection with issuance of Obligation No. 1 and the Bonds (the “Deeds of Trust”), all to be 
executed by the Borrower in favor of the Master Trustee, as beneficiary, and Landmark Title Assurance Agency of 
Arizona LLC, as trustee thereunder (the “Title Company”), subject to certain “Permitted Encumbrances” described in 
the individual Deeds of Trust.   See APPENDIX B – “THE BORROWER, THE FACILITIES AND THE PLEDGED 
SCHOOLS – THE FACILITIES” for more information regarding the Facilities.  See also APPENDIX F – 
“SUMMARIES OF FINANCING DOCUMENTS – THE DEEDS OF TRUST.” 
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Proceeds of the Bonds will be disbursed by the Bond Trustee pursuant to the Loan Agreement and the Bond 
Indenture.  The Borrower will make certain representations and covenants in the Loan Agreement related to 
maintaining the exclusion from gross income for federal income tax purposes of interest on the Series 2018A Bonds. 

In addition to the Pledged Schools, the ASBCS may authorize the Borrower to operate one or more additional 
charter schools in the State in the future (the “Other Benjamin Franklin Charter Schools”) pursuant to one or more 
new charter contracts or pursuant to the Charter Contract (the “Other Charter Contracts”) 1.   The Borrower also may 
own certain real and personal property in the State that it will use in connection with operation of the Other Benjamin 
Franklin Charter Schools.   

Only the property of the Obligated Group (initially only the Borrower) relating to the Pledged Schools and 
the Pledged Revenues will be pledged as security for the payments due on the Obligations, initially only Obligation 
No. 1, and only Obligation No. 1 will be pledged as security under the Loan Agreement and, in turn, as security for 
the Bonds.  The Borrower will not pledge or grant a lien on any of its other real or personal property related to 
the Other Benjamin Franklin Charter Schools or its respective income or revenues received under the Other 
Charter Contracts in connection with operation of the Other Benjamin Franklin Charter Schools as security 
for the obligations of the Obligated Group (initially only the Borrower) under the Master Indenture or the 
Obligations, initially only Obligation No. 1, and none of such property, income or revenues will be subject to 
the Deeds of Trust or the Master Indenture, as applicable. 

Intercept of State Funds 

Pledged Revenues of the Obligated Group (initially only the Borrower) will be comprised primarily of State 
Payments (as defined below) to be received by the Borrower from the State under the Charter Contract with respect 
to the Pledged Schools.  As additional security for the Obligations, initially only Obligation No. 1 that secures payment 
of the Bonds, the Borrower will irrevocably direct the State Treasurer to make the State Payments with respect to the 
Pledged Schools directly to the Master Trustee as long as any of the Obligated Group’s obligations under the 
Obligations or the Master Indenture remain outstanding.  The Master Trustee will deposit such State Payments into 
the Pledged Revenue Fund for disbursement in accordance with the Master Indenture.  See “SECURITY FOR THE 
BONDS – Pledged Revenues” herein and APPENDIX A – “CHARTER SCHOOLS IN ARIZONA” and APPENDIX 
F – “SUMMARIES OF FINANCING DOCUMENTS – THE MASTER INDENTURE.”   

Debt Service Reserve Fund 

On the date of issuance of the Bonds, proceeds of the Bonds in an amount equal to $5,368,500.00, which is 
the Debt Service Reserve Fund Requirement for the Bonds, will be deposited in the Debt Service Reserve Fund created 
under the Bond Indenture.  Amounts in the Debt Service Reserve Fund will secure the Bonds and may be used by the 
Bond Trustee to pay principal of and premium, if any, and interest on the Bonds in the event moneys in the Bond Fund 
are insufficient for such purpose.  See “SECURITY FOR THE BONDS – Debt Service Reserve Fund” and 
APPENDIX F – “SUMMARIES OF FINANCING DOCUMENTS – THE BOND INDENTURE– Debt Service 
Reserve Fund.” 

Repair and Replacement Fund 

Commencing in Fiscal Year 2020, the Obligated Group will begin funding a repair and replacement reserve 
fund established under the Master Indenture (the “Repair and Replacement Fund”) in equal deposits totaling one-half 
of 1 percent (.005) of the budgeted Operating Expenses (as defined herein) during each Fiscal Year (which amount is 
required to be included in the Quarterly Officer’s Report for the final quarter of the prior Fiscal Year) until the amount 
therein equals 2 percent (.02) of the budgeted Operating Expenses for that Fiscal Year.   Absent an Event of Default 
under the Master Indenture, amounts on deposit in the Repair and Replacement Fund may be used to pay the cost of 
maintenance and replacements that may be required to keep the Facilities in sound condition.  Upon occurrence of an 
Event of Default under the Master Indenture, amounts on deposit in the Repair and Replacement Fund may be used 

                                                           
1 All references in this Limited Offering Memorandum to the Other Charter Contracts include the Charter Contract to 
the extent it applies to the Other Benjamin Franklin Charter Schools. 
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by the Master Trustee to pay Required Payments on the Obligations, initially only Obligation No. 1, and, in turn, debt 
service on the Bonds.   See “SECURITY FOR THE BONDS – The Master Indenture - Repair and Replacement Fund” 
and APPENDIX F – “SUMMARIES OF FINANCING DOCUMENTS – THE MASTER INDENTURE – Repair and 
Replacement Fund.” 

Special Covenants of Obligated Group  

The Master Indenture places certain restrictions on the incurrence of additional Indebtedness by the Obligated 
Group, requires that the Members meet certain financial covenants, including debt service coverage ratios, minimum 
net asset balances and days cash on hand.  The Borrower, as the Obligated Group Representative, has agreed in the 
Master Indenture to provide certain periodic financial reports.  See “SECURITY FOR THE BONDS – The Master 
Indenture – Additional Obligations; Limitation on Additional Indebtedness,” “–Fund Balance/Net Asset Covenant,” 
“–Liquidity Covenant,” and “– Debt Service Coverage Ratio Covenant” herein and APPENDIX F – “SUMMARIES 
OF FINANCING DOCUMENTS – THE MASTER INDENTURE –Limitations on Additional Indebtedness,” 
“– Fund Balance/Net Asset Covenant,” “– Liquidity Covenant,” and “– Debt Service Coverage Ratio.” 

Restrictions on Purchase and Transfer 

The Bonds may only be purchased by (1) “qualified institutional buyers” as defined in Rule 144A 
promulgated under the Securities Act of 1933 (the “Securities Act”); or (2) “accredited investors” as defined in 
Sections 501(a)(1) through (3) of Regulation D promulgated under the Securities Act.  The initial purchasers of the 
Bonds will be required to execute an Investor Letter substantially in the form attached hereto as “APPENDIX J – 
Form of Investor Letter.”  Purchasers of the Bonds will be deemed to have acknowledged, represented, warranted, 
and agreed with and to the Issuer, the Borrower, the Current Charter Holder, the Underwriter and the Bond Trustee as 
described under “NOTICE TO INVESTORS OF THE BONDS” following the cover page to this Limited Offering 
Memorandum above.  The Bonds may only be transferred to Qualified Institutional Buyers and Accredited Investors 
unless the Bond Trustee receives from the Borrower a rating letter from Fitch, S&P or Moody’s indicating that the 
Bonds are rated “A-” or “A3” as applicable, or better.   

In addition, the face of each Bond will contain a legend indicating it may only be registered in the name of, 
or transferred to, Qualified Institutional Buyers and Accredited Investors, and that by acceptance of such Bond, the 
holder represents that it is a Qualified Institutional Buyer or is an Accredited Investor. 

Forward-Looking Statements 

This Limited Offering Memorandum contains certain statements that are “forward-looking” statements 
within the meaning of Section 27A of the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E 
of the Securities Exchange Act of 1934, as amended.  All statements other than statements of historical facts included 
in this Limited Offering Memorandum, including without limitation statements that use terminology such as 
“estimate,” “expect,” “intend,” “anticipate,” “believe,” “may,” “will,” “continue” and similar expressions, are 
forward-looking statements.  These forward-looking statements include, among other things, the discussions related 
to operation by the Borrower of the Pledged Schools and projections regarding student enrollment, future operations, 
revenues, capital resources and expenditures for capital projects.  Although management of the Borrower believes that 
the assumptions upon which the forward-looking statements contained in this Limited Offering Memorandum are 
based are reasonable, any of the assumptions could prove to be inaccurate and, as a result, the forward-looking 
statements based on those assumptions also could be incorrect.  All phases of the operations of the Borrower involve 
risks and uncertainties, many of which are outside the control of the Borrower and any one of which, or a combination 
of which, could materially affect the results of the operations of the Borrower and whether the forward-looking 
statements ultimately prove to be correct.  Factors that could cause actual results to differ from those expected include, 
but are not limited to, general economic conditions such as inflation and interest rates, both nationally and in the areas 
of the State where the Facilities are located; changes in general business regulation that could adversely impact the 
operations of the Borrower; unanticipated delays in completion of the Additional Facilities and/or unanticipated cost 
overruns; the willingness of the State to fund charter school operations at present or any levels; competitive conditions 
within the markets of the Pledged Schools, including the acceptance of the education services offered by the Borrower; 
lower enrollments than projected; unanticipated expenses; the capabilities of management of the Borrower; changes 
in government regulation of the education industry or in the State charter school statute; future claims for accidents or 
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other torts at the Facilities and the extent of insurance coverage for such claims; and other risks discussed in this 
Limited Offering Memorandum.  Important factors that could cause actual results to differ materially from the 
expectations of management of the Borrower (“cautionary statements”) are disclosed in this Limited Offering 
Memorandum including in conjunction with the forward-looking statements included in this Limited Offering 
Memorandum, under “BONDHOLDERS’ RISKS” herein and in APPENDIX B – “THE BORROWER, THE 
FACILITIES AND THE PLEDGED SCHOOLS,” APPENDIX E – “AUDITED FINANCIAL STATEMENTS OF 
BENJAMIN FRANKLIN CHARTER SCHOOLS, LTD. FOR THE FISCAL YEARS ENDED JUNE 30, 2018 AND 
2017.” 

NO REPRESENTATION OR ASSURANCE CAN BE GIVEN THAT THE BORROWER WILL REALIZE 
REVENUES IN AMOUNTS SUFFICIENT FOR THE OBLIGATED GROUP TO MAKE THE REQUIRED 
PAYMENTS UNDER THE OBLIGATIONS, INITIALLY ONLY OBLIGATION NO. 1, AND, IN TURN, FOR 
THE BORROWER TO MAKE THE LOAN PAYMENTS DUE UNDER THE LOAN AGREEMENT.  THE 
REALIZATION OF FUTURE REVENUES IS DEPENDENT UPON, AMONG OTHER THINGS, THE MATTERS 
DESCRIBED IN THE FOREGOING PARAGRAPH AND FUTURE CHANGES IN ECONOMIC AND OTHER 
CONDITIONS THAT ARE UNPREDICTABLE AND CANNOT BE DETERMINED AT THIS TIME.  SEE 
“BONDHOLDERS’ RISKS” HEREIN.  THE UNDERWRITER (AS DEFINED BELOW) MAKES NO 
REPRESENTATION AS TO THE ACCURACY OF THE PROJECTIONS CONTAINED HEREIN OR AS TO THE 
ASSUMPTIONS ON WHICH THE PROJECTIONS ARE BASED. 

Miscellaneous 

This Limited Offering Memorandum (including the Appendices hereto) contains descriptions of, among 
other matters, the Bonds, the Bond Indenture, the Loan Agreement, the Obligations, the Master Indenture, the Deeds 
of Trust, the Issuer, the Current Charter Holder, the Borrower, the Obligated Group, the Pledged Schools and the 
Facilities.  Such descriptions and information do not purport to be comprehensive or definitive.  All references to 
documents described herein are qualified in their entirety by reference to such documents, copies of which are 
available for inspection at the designated corporate trust office of the Bond Trustee. 

Bondholders’ Risks 

Certain risks associated with an investment in the Bonds are discussed under “BONDHOLDERS’ RISKS.” 

THE BONDS 

Interest; Maturity; Payment 

The Bonds will be issued in the aggregate principal amount and will bear interest as set forth on the inside 
front cover hereof.  Interest will be payable semiannually on January 1 and July 1 (each an “Interest Payment Date”) 
of each year, commencing on July 1, 2019.  Interest will be calculated on the basis of a 360-day year consisting of 12 
months of 30 days. 

The Bonds will be issued in the form of fully registered bonds without interest coupons in the denomination 
of $25,000 of principal or any integral multiple of $5,000 in excess thereof. 

The principal of, interest on and premium, if any, on the Bonds shall be payable when due by wire of the 
Bond Trustee to The Depository Trust Company, New York, New York (“DTC”), which will in turn remit such 
principal, interest and premium, if any, to Participants (as defined in APPENDIX I), which Participants will in turn 
remit such principal, interest and premium, if any, to the Beneficial Owners (as defined in APPENDIX I) of the Bonds 
as described herein.  See APPENDIX I – “BOOK-ENTRY ONLY SYSTEM.” 

In the event the Bonds are not registered in the name of Cede & Co., as nominee of DTC, or another eligible 
depository as described below, the principal of and premium, if any, on each Bond will be payable only at the 
designated corporate trust office of the Bond Trustee, as described in the Bond Indenture.  Payment of interest on the 
Bonds will be paid by check or draft mailed on each Interest Payment Date by the Bond Trustee to the Registered 



 

6 

Owners of record appearing on the registration books kept by the Bond Trustee as of the applicable Regular Record 
Date preceding each Interest Payment Date, or upon written request, as provided in the Bond Indenture, of any 
Registered Owner of at least $500,000 in aggregate principal amount of Bonds Outstanding, by wire transfer on each 
Interest Payment Date to the account designated by such registered owner to the Bond Trustee in writing at least ten 
Business Days prior to the Regular Record Date for any interest payment. 

The Registered Owner of any Bond will be the person or persons in whose name or names a Bond is registered 
on the registration books kept for that purpose by the Bond Trustee in accordance with the terms of the Bond Indenture. 

Redemption 

Mandatory Sinking Fund Redemption of the Bonds.  The Bonds will be subject to mandatory sinking fund 
redemption at a redemption price equal to 100 percent of the principal amount to be redeemed plus accrued interest to 
the redemption date, in accordance with the following schedules: 

Series 2018A Bonds maturing July 1, 2028 
Redemption 
Date (7/1) 

Principal 
Amount 

Redemption 
Date (7/1) 

Principal 
Amount 

2023 $      30,000 2026 $1,150,000 
2024 350,000 2027 1,205,000 
2025 365,000 2028† 1,265,000 

   

†Maturity Date 

Series 2018A Bonds maturing July 1, 2038 
Redemption 
Date (7/1) 

Principal 
Amount 

Redemption 
Date (7/1) 

Principal 
Amount 

2029 $  1,325,000 2034 $1,775,000 
2030 1,405,000 2035 1,880,000 
2031 1,490,000 2036 1,995,000 
2032 1,580,000 2037 2,115,000 
2033 1,675,000 2038† 2,240,000 

   

†Maturity Date 

Series 2018A Bonds maturing July 1, 2052 
Redemption 
Date (7/1) 

Principal 
Amount 

Redemption 
Date (7/1) 

Principal 
Amount 

2039 $ 2,375,000 2046 $3,570,000 
2040 2,515,000 2047 3,785,000 
2041 2,665,000 2048 4,010,000 
2042 2,825,000 2049 4,250,000 
2043 2,995,000 2050 4,505,000 
2044 3,175,000 2051 4,775,000 
2045 3,365,000 2052† 5,060,000 

   

†Maturity Date 
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Series 2018B Bonds maturing July 1, 2023 
Redemption 
Date (7/1) 

Principal 
Amount 

2022 $  315,000 
2023† 300,000 

  
       

   

†Maturity Date 

Optional Redemption of Series 2018A Bonds.  The Series 2018A Bonds are subject to redemption at the 
option of the Issuer (which option shall be exercised upon the written direction of the Borrower from prepayment of 
Obligation No. 1 made by the Borrower pursuant to the Loan Agreement and the Master Indenture) in whole or in part 
on any date commencing July 1, 2028, at a redemption price equal to the principal amount to be redeemed, together 
with accrued interest to the date fixed for redemption, without premium. 

In case of optional redemption of the Series 2018A Bonds, the Borrower shall, at least 45 days prior to the 
redemption date (unless a shorter notice shall be satisfactory to the Bond Trustee), deliver a written request to the 
Issuer and the Bond Trustee notifying the Issuer and the Bond Trustee of such redemption date and of the principal 
amount of the Series 2018A Bonds to be redeemed and shall, prior to the redemption date, deliver to the Bond Trustee 
moneys sufficient to pay the redemption price of all Series 2018A Bonds subject to redemption. 

No Optional Redemption of Series 2018B Bonds.  The Series 2018B Bonds are not subject to optional 
redemption prior to maturity. 

Extraordinary Redemption.  The Bonds are subject to extraordinary redemption at the expense of the 
Borrower from the Net Proceeds of any insurance policy or condemnation award if at any time the Facilities are 
damaged or destroyed or taken in condemnation proceedings as provided in the Master Indenture; provided, such Net 
Proceeds are in excess of 10 percent of the Book Value of any individual Facility.  See APPENDIX F – 
“SUMMARIES OF FINANCING DOCUMENTS – THE MASTER INDENTURE – Mandatory Prepayment from 
Insurance or Condemnation Proceeds.”  If called pursuant to the Bond Indenture, the Bonds are callable on the earliest 
date practicable selected by the Bond Trustee, in whole or in part, from and to the extent of funds on deposit under 
the Bond Indenture and available for this purpose, at a redemption price equal to the principal amount to be redeemed 
plus accrued interest to the redemption date, without premium. 

Mandatory Redemption Upon Determination of Taxability.  The Bonds are subject to mandatory 
redemption as a whole, at their principal amount, plus accrued interest to the date of redemption, plus a 3 percent 
premium, upon the occurrence of a Determination of Taxability (as defined in APPENDIX F) with respect to the 
Series 2018A Bonds; provided, however, that the Bond Trustee shall not redeem Bonds unless the Bond Trustee shall 
have on deposit moneys in an amount sufficient to pay the principal amount of and the redemption premium on, plus 
accrued interest on, the Bonds to be redeemed to the date of such redemption.  The redemption date shall be the earliest 
practicable date selected by the Bond Trustee, after consultation with the Borrower, but in no event later than six 
months following the finalization of the Determination of Taxability. 

Notice of Redemption; Payment 

In every case of redemption, the Bond Trustee shall cause notice of such redemption by mailing by first-class 
mail a copy of the redemption notice to the Registered Owners of the Bonds designated for redemption, in whole or 
in part, at their addresses as the same shall last appear upon the registration records, in each case not more than 60 nor 
less than 30 days prior to the redemption date; provided, however, that failure to give such notice, or any defect therein, 
shall not affect the validity of any proceedings for the redemption of such Bonds.  The Bond Trustee may state that 
the redemption is conditioned upon receiving from the Borrower, prior to the redemption date, sufficient moneys to 
redeem such Bonds and that if such money is not so received, no Bonds shall be redeemed. 

Each notice of redemption shall specify the date fixed for redemption, the redemption price, the place or 
places of payment, that payment will be made upon presentation and surrender of the Bonds to be redeemed, that 
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interest accrued to the date fixed for redemption will be paid as specified in said notice and that on and after said date 
interest thereon will cease to accrue.  If less than all the Outstanding Bonds are to be redeemed, the notice of 
redemption shall specify the numbers of the Bonds or portions thereof to be redeemed. 

Method of Selecting Bonds 

Unless otherwise specifically stated in the Bond Indenture, if less than all of the Bonds shall be redeemed, 
the Borrower may select the particular series and maturities to be redeemed.  If less than all of the Bonds in a single 
maturity shall be redeemed, the Bonds to be redeemed shall be selected by lot within such maturity or other method 
deemed reasonable by the Bond Trustee. 

Ownership 

The person in whose name a Bond is registered may be treated for all purposes as the owner thereof. 

SECURITY FOR THE BONDS 

Limited Obligations 

THE BONDS, THE PREMIUM, IF ANY, AND THE INTEREST THEREON WILL BE SPECIAL, 
LIMITED OBLIGATIONS OF THE ISSUER AND WILL BE PAYABLE EXCLUSIVELY FROM THE TRUST 
ESTATE.  THE BONDS WILL NOT CONSTITUTE A DEBT OR A LOAN OF CREDIT OR A PLEDGE OF THE 
FULL FAITH AND CREDIT OR TAXING POWER OF THE ISSUER, MARICOPA COUNTY, ARIZONA (THE 
“COUNTY”), OR THE STATE, OR OF ANY POLITICAL SUBDIVISION THEREOF, WITHIN THE MEANING 
OF ANY STATE CONSTITUTIONAL PROVISIONS OR STATUTORY LIMITATION AND SHALL NEVER 
CONSTITUTE NOR GIVE RISE TO A PECUNIARY LIABILITY OF THE ISSUER, THE COUNTY OR THE 
STATE.  THE BONDS WILL NOT CONSTITUTE, DIRECTLY OR INDIRECTLY, OR CONTINGENTLY 
OBLIGATE OR OTHERWISE CONSTITUTE A GENERAL OBLIGATION OF OR A CHARGE AGAINST THE 
GENERAL CREDIT OF THE ISSUER, BUT WILL BE SPECIAL, LIMITED OBLIGATIONS OF THE ISSUER 
PAYABLE SOLELY FROM THE SOURCES DESCRIBED IN THE BOND INDENTURE, BUT NOT 
OTHERWISE.  THE ISSUER HAS NO TAXING POWER. 

Payments Under Loan Agreement; Assignment of Loan Agreement  

The Borrower is required to make Loan Payments under the Loan Agreement in amounts that will be 
sufficient, if paid promptly and in full, to pay when due all principal of and premium, if any, and interest on the Loan 
and certain ongoing costs.  The Borrower’s sole source of funds to make Loan Payments under the Loan Agreement 
is from amounts to be paid by the Obligated Group under Obligation No. 1.  Under the Bond Indenture, the Issuer has 
assigned its interest in the Loan Agreement (excluding certain retained rights of the Issuer, including payment of fees, 
expenses and indemnification) to the Bond Trustee to secure the Bonds.  The Bond Trustee is authorized to exercise 
the unretained rights of the Issuer and enforce the obligations of the Borrower under the Loan Agreement.  See 
APPENDIX F – “SUMMARIES OF FINANCING DOCUMENTS – THE BOND INDENTURE” and “– THE LOAN 
AGREEMENT.” 

Debt Service Reserve Fund 

On the date of issuance of the Bonds, proceeds of the Bonds in an amount equal to $5,368,500.00, which is 
the Debt Service Reserve Fund Requirement for the Bonds, will be deposited in the Debt Service Reserve Fund created 
under the Bond Indenture.  Amounts in the Debt Service Reserve Fund will secure the Bonds and may be used by the 
Bond Trustee to pay principal of and premium, if any, and interest on the Bonds in the event moneys in the Bond Fund 
are insufficient for such purpose. 

Amounts in the Debt Service Reserve Fund are valued semiannually as provided in the Bond Indenture.  The 
Borrower is required to cure any deficiency in the Debt Service Reserve Fund that occurs as a result of a valuation on 
or prior to the 15th day of the month next following that valuation date, and if the deficiency occurs as a result of a 



 

9 

transfer to cure a shortfall in the Bond Fund, the Borrower is required to restore such withdrawal in not more than 12 
equal monthly installments beginning on the 15th day of the month following such deficiency.  If amounts in the Debt 
Service Reserve Fund are in excess of the Debt Service Reserve Fund Requirement, such excess amount shall be 
transferred to the Project Fund until the Project is completed and, thereafter, to the Bond Fund.  See APPENDIX F – 
“SUMMARIES OF FINANCING DOCUMENTS – THE BOND INDENTURE – Debt Service Reserve Fund.” 

The Master Indenture 

Joint and Several Obligations of the Obligated Group.  Under the Master Indenture, each Member (initially 
only the Borrower) jointly and severally covenants and agrees (a) to pay or cause to be paid promptly all Required 
Payments at the place, on the dates and in the manner provided in the Related Supplements, including Supplemental 
Master Indenture No. 1, and the Obligations, initially only Obligation No. 1, and (b) to faithfully observe and perform 
all of the conditions, covenants and requirements of the Master Indenture, the Related Supplements, including 
Supplemental Master Indenture No. 1, and the Obligations, initially only Obligation No. 1.  Each Member 
acknowledges and agrees that the time of such payment and performance is of the essence of the obligations under the 
Master Indenture.   

Subject to (1) the provisions of the Master Indenture permitting withdrawal from the Obligated Group, (2) the 
provisions below and described under the subheading “- Limited Obligation of Obligated Group; Pledged Revenues” 
below with respect to the limitations on the amount payable by the Borrower, and (3) any provision in a Related 
Supplement executed in connection with the addition of a Member to the Obligated Group limiting the amount payable 
by such Member, the obligation of each Member to make Required Payments is a continuing one and is to remain in 
effect until all Required Payments have been paid in full in accordance with the Master Indenture.  All moneys from 
time to time received by the Obligated Group Representative or the Master Trustee to reduce liability on Obligations, 
whether from or on account of the Members or otherwise, will be regarded as payments in gross without any right on 
the part of any one or more of the Members to claim the benefit of any moneys so received until the whole of the 
amounts owing on Obligations has been paid or satisfied and so that in the event of any such Member filing 
bankruptcy, the Obligated Group Representative or the Master Trustee will be entitled to prove up the total 
indebtedness or other liability on Obligations Outstanding as to which the liability of such Member has become fixed. 

Each such Obligation will be a primary obligation and will not be treated as ancillary to or collateral with 
any other obligation and will be independent of any other security so that the covenants and agreements of each 
Member under the Master Indenture will be enforceable without first having recourse to any such security or source 
of payment and without first taking any steps or proceedings against any other Person.  The Obligated Group 
Representative and the Master Trustee are each empowered to enforce each covenant and agreement of the Master 
Indenture, and to enforce the making of Required Payments. 

For a more detailed discussion of entry to or withdrawal from the Obligated Group, see APPENDIX F – 
“SUMMARIES OF FINANCING DOCUMENTS – THE MASTER INDENTURE – Membership in Obligated 
Group” and “– Withdrawal From Obligated Group.” 

Limited Obligation of Obligated Group; Pledged Revenues.  Notwithstanding anything in the Master 
Indenture to the contrary, the Obligated Group’s obligation with respect to the payment of each Obligation issued 
under the Master Indenture, initially only Obligation No. 1, is limited solely to the Pledged Revenues and the Pledged 
Schools.  The primary source of Pledged Revenues is State Payments received by the Borrower for the Pledged 
Schools pursuant to the Charter Contract.  See “SECURITY FOR THE BONDS – Pledged Revenues” herein for more 
information on the State Payments. 

The Obligated Group may use other legally available funds or assets to make Required Payments, but the 
Master Trustee agrees that under no circumstances shall the Obligated Group be required to advance any moneys 
derived from, nor shall the Master Trustee have recourse to, any revenues or assets attributable to, or designated by 
any third party for, any school operated by a Member other than the Pledged Schools or pledged by a Member to 
secure loans to or financings for such other schools. Such other moneys, assets and revenues would include income 
and revenues directly or indirectly derived by a Member's operation of the other school, including without limitation 
per pupil revenues and other funding received from the State or by virtue of the charters granted to a Member for the 
other schools and all gifts, grants, bequests and contributions (including income and profits therefrom) to the extent 
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specifically restricted by the donor or maker thereof to the other schools and such moneys would also include net 
insurance or condemnation proceeds received or payable to any Member on account of damage or destruction of the 
other schools or its property or other loss incurred by any Member with respect to its operation of the other schools or 
its property. 

Pledge and Security Interests.  Pursuant to the Master Indenture, each Member of the Obligated Group 
(initially only the Borrower) has pledged and, to the extent permitted by law, granted a security interest in all of its 
right, title and interest in, if any, the Pledged Revenues, the Property, Plant and Equipment (initially only the 
Facilities), the Pledged Revenue Fund and the Repair and Replacement Fund to the Master Trustee for the benefit of 
the Holders of the Obligations, initially only Obligation No. 1 held by the Bond Trustee. 

Pledged Revenue Fund.  Under the Master Indenture, the Members have established a Pledged Revenue 
Fund, which will be held by the Master Trustee.  There shall be deposited in the Pledged Revenue Fund as and when 
received, the State Payments paid to the Master Trustee pursuant to each Irrevocable Intercept Direction and all other 
moneys deposited into the Pledged Revenue Fund pursuant to the Master Indenture.  All moneys deposited in the 
Pledged Revenue Fund shall be disbursed by the Master Trustee commencing on the dates provided below and in the 
following order of priority: 

FIRST: on each Scheduled State Payment Date, to each Holder of an Obligation, an amount, less 
any credits received against such amount, equal to (i) the Required Payments with respect 
to any Obligation issued pursuant to a Related Supplement due prior to the next Scheduled 
State Payment Date, plus (ii) any amount previously due under this paragraph that remains 
unpaid because of an insufficiency in moneys available therefor; 

SECOND: on each Scheduled State Payment Date, to the Tax and Insurance Escrow Fund, an amount 
equal to (i) the Tax and Insurance Escrow Payment due on such Scheduled State Payment 
Date, plus (ii) any amount previously due under this paragraph that remains unpaid because 
of a prior insufficiency in moneys available therefor; 

THIRD: on each Scheduled State Payment Date, to the Expense Fund, an amount equal to (i) the 
portion of the Master Trustee’s Fee and Master Trustee’s Expenses determined by dividing 
the Master Trustee’s Fee and Master Trustee’s Expenses by the number of Scheduled State 
Payment Dates that will occur during the period beginning on the last date on which such 
fees were paid and the day preceding the next January 1 or July 1, as applicable, plus (ii) 
any amount previously due under this paragraph that remains unpaid because of a prior 
insufficiency in moneys available therefor; 

FOURTH: on each Scheduled State Payment Date, commencing on the first Scheduled State Payment 
Date occurring after June 30, 2019, to the Repair and Replacement Fund, an amount equal 
to the portion of the Repair and Replacement Fund Annual Deposit determined by dividing 
the Repair and Replacement Fund Annual Deposit by the number of Scheduled State 
Payment Dates that will occur during the period beginning on the last date on which 
amounts were paid and ending on the day preceding the next July 1, or such lesser amount 
as is necessary to cause the aggregate amount in the Repair and Replacement Fund to equal 
the Repair and Replacement Fund Requirement; and 

FIFTH: on each Scheduled State Payment Date, if no Event of Default has occurred under the 
Master Indenture, all amounts of money remaining on deposit in the Pledged Revenue Fund 
after the Master Trustee has made the disbursements required in FIRST through FOURTH 
above shall be disbursed to an account designated by the Obligated Group Representative 
for allocation and disbursement to the Members entitled thereto. 

Tax and Insurance Escrow Fund.  The Master Trustee shall deposit into the Tax and Insurance Escrow 
Fund all amounts required to be deposited therein pursuant to the Master Indenture.  Amounts on deposit in the Tax 
and Insurance Escrow Fund shall be used, upon receipt of a requisition signed by an Authorized Representative of the 
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Obligated Group Representative, to (i) pay real property or ad valorem taxes with respect to the Facilities, and (ii) to 
pay premiums for the insurance policies required to be maintained with respect to the Facilities. 

The Master Trustee shall have the right, but not the obligation, to withdraw moneys from the Tax and 
Insurance Escrow Fund at any time and to use those funds to pay taxes or insurance premiums without a requisition 
from an Authorized Representative of the Obligated Group Representative in order to maintain the insurance with 
respect to any Facilities or to prevent any taxes or insurance premiums from becoming past due. 

Repair and Replacement Fund.  On July 1, 2019, the Obligated Group will began making deposits, on each 
Scheduled State Payment Date, into the Repair and Replacement Fund which total on an annual basis one-half of 1 
percent of the budgeted Operating Expenses for each Fiscal Year (which amount is required to be included in the 
Quarterly Officer’s Report for the final quarter of the prior Fiscal Year) (the “Repair and Replacement Fund Annual 
Deposit”) until the amount therein equals 2 percent of the budgeted Operating Expenses for that Fiscal Year (the 
“Repair and Replacement Fund Requirement”).  Absent an Event of Default under the Master Indenture, amounts on 
deposit in the Repair and Replacement Fund may be used to pay the cost of capital expenditures related to maintenance, 
improvements, and replacements which may be required for the Facilities, including, but not limited to, replacement 
of equipment, replacement of any roof or other structural component, exterior painting and the replacement of heating, 
air conditioning, plumbing and electrical equipment. Moneys in the Repair and Replacement Fund also may be used 
for the payment of Required Payments on the Obligations, initially only Obligation No. 1, and, in turn, debt service 
on the Bonds, in the event moneys in the Pledged Revenue Fund are insufficient to make such payments when due. 

Interest and other income received on investment of moneys in the Repair and Replacement Fund will be 
retained in the Repair and Replacement Fund.  Any amounts on deposit in the Repair and Replacement Fund in excess 
of the Repair and Replacement Fund Requirement will be transferred by the Master Trustee to the Pledged Revenue 
Fund and applied to the payment of Required Payments on the Obligations.  In the event the amount on deposit in the 
Repair and Replacement Fund is less than the Repair and Replacement Fund Requirement, the Obligated Group is 
required to restore such amount by making deposits into the Repair and Replacement Fund that do not exceed the 
Repair and Replacement Fund Annual Deposit, beginning on the Scheduled State Payment Date in the month 
following such deficiency.  See APPENDIX F – “SUMMARIES OF FINANCING DOCUMENTS – THE MASTER 
INDENTURE – Repair and Replacement Fund.” 

Additional Obligations; Limitation on Additional Indebtedness.  Pursuant to the Master Indenture, the 
Borrower, as Obligated Group Representative, is authorized to issue Additional Obligations, secured and payable on 
a parity basis with the Obligations, initially only Obligation No. 1, provided that, prior to the issuance of any such 
Additional Obligations, the terms and conditions described in the following paragraph have been met.  The principal 
of and premium, if any, and interest on any Additional Obligations will be secured on a parity with the Obligations, 
initially only Obligation No. 1, by the lien on and security interest in the Facilities granted by the Obligated Group 
pursuant to the Deeds of Trust.   

Under the Master Indenture, each Member covenants and agrees that it will not incur any Additional 
Indebtedness secured by the Facilities or the Pledged Revenues after the issuance of the Bonds except as follows: 

(a) Long-Term Indebtedness may be incurred if prior to the issuance of such Additional Indebtedness 
the following is satisfied:  an Independent Consultant selected by the Obligated Group Representative provides a 
written report to the Master Trustee setting forth projections which indicate that the Debt Service Coverage Ratio for 
each of the three consecutive full Fiscal Years beginning in the earlier of: 

(1) the first full Fiscal Year following the estimated date of completion and initial use of all 
revenue-producing Property, Plant and Equipment to be financed with such Additional Indebtedness, as set 
forth in an Officer’s Certificate; or 

(2) the first full Fiscal Year in which the obligor of such Additional Indebtedness will have 
scheduled payments of interest on or principal of the Additional Indebtedness to be issued for the payment 
of which provision has not been made as indicated in the report of such Independent Consultant from 
proceeds of such Additional Indebtedness, investment income thereon or from other appropriate sources 
(other than Net Income Available for Debt Service), 
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provides for a Debt Service Coverage Ratio, taking into account all Outstanding Long-Term Indebtedness and the 
Additional Indebtedness to be issued, of not less than 1.2 to 1.  The report of the Independent Consultant shall take 
into account the audited results of operations and verified enrollment of the Pledged Schools for the most recently 
completed Fiscal Year and projected enrollment of the Pledged Schools and Pledged Revenues at the completion of 
such Property, Plant and Equipment financed with such Additional Indebtedness.  In addition, the report of the 
Independent Consultant shall assume that the Long Term Indebtedness then to be incurred shall have been outstanding 
for the entire Fiscal Year during which such Long-Term Indebtedness is to be incurred. 

(b) Long Term Indebtedness may be incurred for the purpose of refunding any Outstanding 
Indebtedness, if prior to the incurrence thereof, there is delivered to the Master Trustee an Officer’s Certificate 
demonstrating that (i) the Maximum Annual Debt Service will not increase by more than 10 percent after the 
incurrence of such proposed refunding Long-Term Indebtedness and after giving effect to the disposition of the 
proceeds thereof or (ii) the total Debt Service Requirement on the Indebtedness being refinanced will not increase by 
more than 10 percent after the incurrence of such proposed refunding Long-Term Indebtedness and after giving effect 
to the disposition of the proceeds thereof; or (iii) the requirements of subsection (a)(1) above are met; provided that 
the foregoing shall not apply to any refinancing with Balloon Indebtedness. 

(c) Short Term Indebtedness may be incurred by any Member if there is delivered to the Master Trustee 
an Officer’s Certificate demonstrating that the Short Term Indebtedness is made payable from such Pledged Revenues, 
if any, disbursed to the Members by the Obligated Group Representative after the Master Trustee has made all of the 
other required transfers from the Pledged Revenue Fund. 

(d) Indebtedness consisting of purchase money obligations with respect to any item of equipment 
related to the Property, Plant and Equipment may be incurred without limitation; provided there is delivered to the 
Master Trustee an Officer’s Certificate demonstrating that such Indebtedness is secured only by such equipment. 

(e) Indebtedness consisting of leases which are considered operating leases under generally accepted 
accounting principles may be incurred without limitation. 

(f) Subordinated indebtedness may be incurred in an aggregate amount of not more than either (i) 15 
percent of the Pledged Revenues during the preceding Fiscal Year based on audited results or (ii) if the Borrower 
elects to have the determination for purposes of any issuance based on projected Pledged Revenues, 15 percent of the 
projected Pledged Revenues for the following full Fiscal Year as shown in a written report provided to the Master 
Trustee of an Independent Consultant selected by the Obligated Group Representative, each such determination of 
projected Pledged Revenues by the Independent Consultant to remain in effect for ninety days unless the Borrower 
elects to have the Independent Consultant re-determine such projected Pledged Revenues for that Fiscal Year for any 
subsequent issuance of subordinated indebtedness; provided, however, such limitation does not include the Existing 
Subordinated Debt. 

(g) Nothing in this Section shall be construed as limiting the Members’ ability to incur obligations or 
other indebtedness that does not constitute Indebtedness (i.e., is not secured by a lien on the Pledged Revenues or the 
Property, Plant and Equipment). 

Fund Balance/Net Asset Covenant. 

(i) Starting with Fiscal Year 2023, each Member further covenants and agrees to maintain an 
unrestricted fund balance or net asset balance in its general fund that, when aggregated with the unrestricted 
fund balance or net asset balance of the Obligated Group, equals not less than 5 percent of the sum of 
Operating Expenses and Required Payments for the prior Fiscal Year (the “Reserve Balance”). 

(ii) The Obligated Group Representative shall deliver to the Master Trustee an Officer’s 
Certificate no later than six months after the end of each Fiscal Year (the “FY End Calculation Date”), 
beginning with Fiscal Year 2023, stating that the Reserve Balance required in paragraph (i) above has been 
met as of the FY End Calculation Date and including a computation of the Operating Expenses for the Fiscal 
Year ending on such FY End Calculation Date. 
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(iii) If the Officer’s Certificate referred to in paragraph (ii) above discloses that the combined 
unrestricted fund balance on any FY End Calculation Date was less than the Reserve Balance required, then 
(x) the Obligated Group Representative shall deliver to the Master Trustee the Officer’s Certificate 
contemplated by paragraph (ii) above with respect to each September 30, December 31, March 31 and 
June 30 in each year (each an “FQ End Calculation Date”) no later than 30 days after receipt of the quarterly 
unaudited financial statements of the Members, and (y) the Members shall not distribute or otherwise transfer 
unrestricted funds to any other account of the Members or any Affiliate (other than an account or fund created 
under or pursuant to the Master Indenture or the Bond Indenture) in an amount during any Fiscal Quarter in 
excess of 50 percent of the Excess Net Income for such Fiscal Quarter; provided, however, that in no event 
is any Member required to retain an amount which would cause the combined unrestricted fund balance to 
exceed the Reserve Balance required by paragraph (i) above. 

(iv) If, within 12 months following delivery of the Officer’s Certificate contemplated by 
paragraph (ii) above reflecting that the Obligated Group is unable to meet the Reserve Balance required by 
paragraph (i) above, Holders of a majority of the Outstanding Obligations shall have the right to direct the 
Master Trustee in writing to require the Obligated Group Representative to engage, at the Members’ expense, 
an Independent Consultant acceptable to the Holders.   

(v) The Independent Consultant shall deliver a written report to the Obligated Group 
Representative, the Master Trustee and the Holders, within 75 days following the Obligated Group 
Representative’s engagement of the Independent Consultant, containing recommendations concerning the 
Members with respect to operations of the Pledged Schools, financing practices and activities, including use 
of Short-Term Indebtedness, lease financing and investment activities; management practices, including use 
of consultants, budgeting practices, and on-going financial systems and monitoring of the financial condition 
of the Members; governance and administrative practices; and such other matters relevant to maintaining the 
Reserve Balance required by paragraph (i) above. 

(vi) Upon submission of the Independent Consultant’s report, the Obligated Group 
Representative shall arrange for payment of the amount owed to the Independent Consultant and, within 30 
days following receipt of the Independent Consultant’s report, issue a written certificate to the Holders of the 
Outstanding Obligations and the Master Trustee indicating the Members’ acceptance or rejection of all or 
any material portion of the Independent Consultant’s recommendations. 

(vii) Notwithstanding the foregoing, (x) the Holders of a majority of the Outstanding 
Obligations shall have the right, by written notice to the Master Trustee and the Obligated Group 
Representative, to require the Members to comply with any reasonable recommendation of the Independent 
Consultant with respect to items set forth in the Independent Consultant’s report and (y) the failure of the 
Members to comply with paragraph (i) above shall not constitute an Event of Default under the Master 
Indenture unless the Members fail to comply with the written direction of a majority of the Outstanding 
Obligations as provided in this paragraph (vii). 

(viii) Failure by the Obligated Group to meet the Reserve Balance required by paragraph (i) 
above within 24 months following delivery of the Officer’s Certificate contemplated by paragraph (ii) above 
is an Event of Default under the Master Indenture. 

Liquidity Covenant. 

(i) Each Member covenants and agrees to maintain Days Cash on Hand (as defined below) in 
an amount that causes the Days Cash on Hand (as defined below) to equal to at least 45 days. 

“Days Cash on Hand” means as of any date of determination, the product of 365 times a fraction, 
(a) the numerator of which is the aggregate amount of the Obligated Group’s (i) unrestricted cash for the 
Pledged Schools, (ii) unrestricted investments for the Pledged Schools, and (iii) board designated funds for 
the Pledged Schools that are not otherwise restricted (either permanently or temporarily) as to their use; and 
(b) the denominator of which is total Operating Expenses, in each case, for the period of four fiscal quarters 
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ended on the date of determination, and determined in accordance with generally accepted accounting 
principles. 

“Operating Expenses” means all reasonable and necessary current expenses of the Members 
incurred with respect to the Pledged Schools (all as reflected in the financial statements prepared and 
maintained for the Member), both paid or accrued, and as included in the annual budget of the Members with 
respect to the Pledged Schools, including without limitation (a) salaries and administrative expenses, (b) the 
cost of instructional supplies and materials, (c) insurance premiums, and (d) professional services; provided 
however, there shall be excluded from Operating Expenses (i) any allowance for depreciation or amortization 
or extraordinary expenses (as defined under generally accepted accounting principles), (ii) expenses incurred 
in connection with capital improvements, (iii) expenses or other amounts paid into and from the Repair and 
Replacement Fund and any debt service reserve fund established under a Related Bond Indenture, including 
the Debt Service Reserve Fund, (iv) expenses paid from grants from state, federal or local sources, or from 
any Person, which were not included as part of Pledged Revenues, and (v) payments of debt service on any 
Related Bonds.   

(ii) The Obligated Group Representative shall deliver to the Master Trustee an Officer’s 
Certificate, no later than six months after the close of each Fiscal Year, commencing with Fiscal Year ended 
June 30, 2019, based on audited results, setting forth a computation of the Days Cash on Hand as of such 
date.  If the certification referred to in this paragraph (ii) discloses that Days Cash on Hand is less than 45 
days, Holders holding a majority of the Outstanding Obligations shall have the right to direct the Master 
Trustee in writing to require the Obligated Group to engage, at the Members’ expense, an Independent 
Consultant acceptable to the Holders.  Notwithstanding the foregoing, (x) the Holders of a majority of the 
Outstanding Obligations will have the right, by written notice to the Master Trustee and the Obligated Group 
Representative, to require the Members to comply with any reasonable recommendation of the Independent 
Consultant with respect to items set forth above in such Independent Consultant’s report and (y) the failure 
of the Members to comply with paragraph (i) above shall not constitute an Event of Default under the Master 
Indenture unless the Members fail to comply with the written direction of the Holders of a majority of the 
Outstanding Obligations as provided in this paragraph (ii). 

Debt Service Coverage Ratio Covenant. 

(i) Starting with Fiscal Year 2019, the Obligated Group Representative shall deliver to the 
Master Trustee an Officer’s Certificate, no later than six months after the FY End Calculation Date, setting 
forth the Debt Service Coverage Ratio (as defined below) as of the FY End Calculation Date.   

“Debt Service Coverage Ratio” means, for the indicated period, the ratio obtained by dividing (i) 
Net Income Available for Debt Service, in the aggregate for the prior Fiscal Year by (ii) the Debt Service 
Requirement. 

“Net Income Available for Debt Service” means, for the period indicated, the Pledged Revenues less 
Operating Expenses. 

“Debt Service Requirement” means, for any Fiscal Year for which such determination is made, the 
aggregate of the scheduled payments to be made with respect to principal (or mandatory sinking fund or 
installment purchase price or lease rental or similar payments) (and, for the year of final maturity of any 
series of Related Bonds, net of any reserve fund balance held by a Related Bond Trustee under a Related 
Bond Indenture, including the Debt Service Reserve Fund, to be applied in such year of final maturity of 
such series of Related Bonds) and interest on Outstanding Long-Term Indebtedness of the Members during 
such period (net of any capitalized interest amounts held by a Related Bond Trustee under a related Bond 
Indenture to be applied during such Fiscal Year), taking into account, at the option of the Obligated Group 
Representative, certain matters relating to Guarantees, Balloon Indebtedness, Variable Rate Indebtedness, 
Irrevocable Deposits, Long-Term Indebtedness to finance construction and Financial Products Payments, as 
described more fully in the definition of “Debt Service Requirement” in APPENDIX F – “SUMMARIES OF 
FINANCING DOCUMENTS – DEFINITIONS.” 
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(ii) If the Debt Service Coverage Ratio as of any FY End Calculation Date is below 1.10, but 
above 1.00, the Obligated Group Representative, at the written direction of at least a majority of the Holders 
of the Outstanding Obligations, shall retain, at the expense of the Members, an Independent Consultant 
acceptable to such Holders and the provisions of paragraphs (iv) and (v) under the subheading “- Fund 
Balance/Net Asset Covenant” shall apply. 

(iii) Failure of the Debt Service Coverage Ratio to equal at least 1.00 as of any FY End 
Calculation Date is an Event of Default under the Master Indenture. 

The Deeds of Trust 

The Borrower will deliver to the Title Company, to be held in trust for the benefit of the Master Trustee, the 
Deeds of Trust on the Facilities.  Under the Deeds of Trust, the Borrower also will grant a security interest in all leases 
and rents with respect to the Facilities.  The Deeds of Trust are or will be subject to certain Permitted Liens, as 
described in the Deeds of Trust.  See APPENDIX F – “SUMMARIES OF FINANCING DOCUMENTS – THE 
DEEDS OF TRUST.”   

The Borrower will own each of the four campuses and, pursuant to the applicable Deeds of Trust, will grant 
a first priority lien on and security interest in its ownership interests in those campuses.  See APPENDIX B – “THE 
BORROWER, THE FACILITIES AND THE PLEDGED SCHOOLS - THE FACILITIES” for details regarding the 
location and amenities of each of the campuses.   

Pledged Revenues 

As stated above, effective on the date of issuance of the Bonds, the Charter Contract for the Pledged Schools 
with the ASBCS will be transferred to the Borrower, and will permit the Borrower to receive State Payments for the 
Pledged Schools, as described below.  As discussed above under “SECURITY FOR THE BONDS – The Master 
Indenture – Limited Obligation of the Obligated Group; Pledged Revenues,” the Obligated Group (initially only the 
Borrower) has pledged the Pledged Revenues to enable the Obligated Group to meet its obligations under the Master 
Indenture and the Obligations, initially only Obligation No. 1.  “Pledged Revenues” is defined in the Master Indenture 
as, to the extent permitted by law, all revenues, rentals, fees, third-party payments, receipts or other income of the 
Members derived from the operation of the Pledged Schools, including the rights to receive such revenues (each 
subject to Permitted Liens), all as calculated in accordance with generally accepted accounting principles, including, 
without limitation, State Payments received for the Pledged Schools (whether paid to the Members or to the Master 
Trustee on behalf of the Members) and proceeds derived from insurance or condemnation related to the Property, 
Plant and Equipment, whether now or hereafter owned, held or possessed by the Members. 

The primary source of Pledged Revenues of the Borrower is State Payments received by the Borrower for 
the Pledged Schools, which consist of moneys statutorily payable to the Borrower under Arizona Revised Statutes 
Section 15-185B that are permitted to be used for the purposes set forth in the Master Indenture.  See APPENDIX A 
– “CHARTER SCHOOLS IN ARIZONA – State Funding” for additional information concerning how the amount of 
State Payments is calculated at the time of offering of the Bonds.  The Borrower will irrevocably direct the State 
Treasurer to make State Payments for the Pledged Schools directly to the Master Trustee so long as any of the 
obligations of the Obligated Group under the Master Indenture remain outstanding or unsatisfied.   

On or before each Scheduled State Payment Date, the Master Trustee will calculate the amounts due from 
the Obligated Group under the Master Indenture and the Obligations, initially only Obligation No. 1, deduct such 
amount from the State Payments received from the State Treasurer (to the extent there are sufficient State Payments), 
make the Required Payments to the Holders (i.e., debt service payments to the Bond Trustee) and deposit required 
amounts into the appropriate funds under the Master Indenture and, within two business days of receipt, transfer any 
remaining State Payments to an account designated by the Obligated Group Representative for allocation and 
disbursement to the Members entitled thereto. 
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Defeasance 

Upon certain terms and conditions specified in the Bond Indenture, including provision for the payment of 
the Bonds, the Bonds or portions thereof will be deemed to be paid and will no longer be secured by or entitled to the 
benefits of the Bond Indenture or Obligation No. 1.  In that case, the Bonds will be secured solely by the cash and 
securities deposited with the Bond Trustee for such purpose.  See APPENDIX F – “SUMMARIES OF FINANCING 
DOCUMENTS – THE BOND INDENTURE – Discharge of Indenture.” 

SOURCES AND USES OF FUNDS 

Following are the expected sources and uses of funds (excluding investment income) associated with the 
issuance of the Bonds: 

Sources of Funds 
 

 Total 

Par Amount of Bonds $72,330,000.00 
Plus: Original Issue Premium   2,485,325.80               

TOTAL SOURCES $74,815,325.80 

Uses of Funds 
 

 Total 

Deposit to Project Fund $63,499,634.52 
Deposit to Bond Fund for Capitalized Interest 3,974,920.09 
Deposit to Debt Service Reserve Fund  5,368,500.00 
Costs of Issuance (1) 1,972,271.19 

TOTAL USES $74,815,325.80 

     
(1) Includes Underwriter’s compensation, legal fees and expenses, printing, and fees of the Master 

Trustee, Bond Trustee and Issuer. 

THE ISSUER 

General 

The Issuer is an Arizona nonprofit corporation designated as a political subdivision of the State incorporated 
with the approval of the County pursuant to the provisions of the Constitution and laws of the State, including the 
Industrial Development Financing Act, Title 35, Chapter 5, Articles 1 through 5, Arizona Revised Statutes, as 
amended (Sections 35-701 through 35-761, inclusive) (the “Act”).  The Issuer is governed by a Board of Directors 
presently consisting of nine members who are appointed by the County Board of Supervisors. 

Pursuant to the Act, the Issuer is empowered to issue its bonds to provide funds to finance the costs of the 
acquisition, construction, renovation, equipping and improvement of a “project,” as defined in the Act, including the 
Facilities to be financed with proceeds of the Bonds. 

The Issuer has assets and may have additional assets in the future.  However, such assets are not pledged to 
secure payment of the Bonds, and the Issuer has no obligation or expectation of subjecting such assets to the lien of 
the Bond Indenture.  The Issuer has no taxing power and has committed no source of funds for payment of the Bonds 
other than the Trust Estate established under the Bond Indenture.  The Issuer does not have the power to pledge its 
general credit or to pledge the general credit or taxing power of the State or of any political subdivision thereof, 
including, but not limited to, the County.  All payments made pursuant to the Loan Agreement will be made directly 
from the Borrower to the Bond Trustee for disbursement to the Registered Owners. 
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The Issuer does not employ any staff to carry out its limited functions and contracts with independent third 
parties to do so.  The Issuer does not and will not in the future monitor the financial condition of the Borrower or the 
Obligated Group or the use of the Facilities in connection with the operation of the Pledged Schools, or otherwise 
monitor payment of the Bonds or compliance with the documents relating thereto.  The responsibility for the use of 
the Facilities in connection with the operation of the Pledged Schools will rest entirely with the Borrower and the 
Obligated Group and not with the Issuer.  The Issuer will rely entirely upon the Bond Trustee, the Master Trustee, the 
Borrower and the Obligated Group to carry out their respective responsibilities under the Loan Agreement and the 
Master Indenture, as applicable, and with respect to the Pledged Schools and the Facilities. 

The Issuer has determined that no financial or operating data concerning the Issuer is material to any decision 
to purchase, hold or sell the Bonds, and the Issuer will not provide any such information.   

None of the Issuer, its Executive Director, its Board of Directors or its independent contractors has furnished, 
reviewed, investigated or verified the information contained in this Limited Offering Memorandum other than the 
information contained under this heading and the heading “LITIGATION” as it relates to the Issuer.  The Issuer has 
not, and will not, undertake any responsibilities to provide continuing disclosure with respect to the Bonds or the 
security therefor, and the Issuer will have no liability to holders of the Bonds with respect to any such disclosure. 

No Recourse 

THE BONDS, THE PREMIUM, IF ANY, AND THE INTEREST THEREON WILL BE SPECIAL, 
LIMITED OBLIGATIONS OF THE ISSUER AND WILL BE PAYABLE EXCLUSIVELY FROM THE TRUST 
ESTATE.  THE BONDS WILL NOT CONSTITUTE A DEBT OR A LOAN OF CREDIT OR A PLEDGE OF THE 
FULL FAITH AND CREDIT OR TAXING POWER OF THE ISSUER, THE COUNTY OR THE STATE, OR OF 
ANY POLITICAL SUBDIVISION THEREOF, WITHIN THE MEANING OF ANY STATE CONSTITUTIONAL 
PROVISION OR STATUTORY LIMITATION AND SHALL NEVER CONSTITUTE NOR GIVE RISE TO A 
PECUNIARY LIABILITY OF THE ISSUER, THE COUNTY OR THE STATE.  THE BONDS WILL NOT 
CONSTITUTE, DIRECTLY OR INDIRECTLY, OR CONTINGENTLY OBLIGATE OR OTHERWISE 
CONSTITUTE A GENERAL OBLIGATION OF OR A CHARGE AGAINST THE GENERAL CREDIT OF THE 
ISSUER, BUT WILL BE SPECIAL, LIMITED OBLIGATIONS OF THE ISSUER PAYABLE SOLELY FROM 
THE SOURCES DESCRIBED IN THE BOND INDENTURE, BUT NOT OTHERWISE.  THE ISSUER HAS NO 
TAXING POWER. 

NO RECOURSE SHALL BE HAD FOR THE PAYMENT OF THE PRINCIPAL OF OR PREMIUM, IF 
ANY, OR INTEREST ON THE BONDS AGAINST ANY PAST, PRESENT, OR FUTURE OFFICER, DIRECTOR, 
EXECUTIVE DIRECTOR, EMPLOYEE, COUNSEL, ADVISOR OR AGENT OF THE ISSUER, OR OF ANY 
SUCCESSOR TO THE ISSUER, UNDER ANY RULE OF LAW OR EQUITY, STATUTE, OR CONSTITUTION 
OR BY THE ENFORCEMENT OF ANY ASSESSMENT OR PENALTY OR OTHERWISE, AND ALL SUCH 
LIABILITY OF ANY SUCH OFFICERS, DIRECTORS, EXECUTIVE DIRECTOR, EMPLOYEES, COUNSEL, 
ADVISORS OR AGENTS, AS SUCH IS HEREBY EXPRESSLY WAIVED AND RELEASED AS A CONDITION 
OF AND CONSIDERATION FOR THE EXECUTION AND ISSUANCE OF THE BONDS. 

THE BORROWER  

The Borrower is an Arizona nonprofit corporation incorporated on May 25, 2018.  It has applied for and 
expects to receive a determination from the Internal Revenue Service (“IRS”) that it is an organization exempt from 
federal income taxation pursuant to Section 501(a) of the Code as a result of the application of Section 501(c)(3) of 
the Code. 

Upon issuance of the Bonds and transfer of the Charter Contract, the Borrower will operate the four Pledged 
Schools pursuant to the Charter Contract with the ASBCS.  The four schools are: (1) the Crismon School, (2) the 
Gilbert School, (3) the Power School, and (4) the High School. 

The Borrower will receive its funding for the Pledged Schools from a combination of State Payments and 
several State programs, based on student enrollment.  Additional information about the Borrower, including 
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information about the Pledged Schools, is included in APPENDIX B – “THE BORROWER, THE FACILITIES AND 
THE PLEDGED SCHOOLS.” 

PLAN OF FINANCE 

The Borrower will use a portion of the proceeds of the Bonds to finance a portion of the costs of (i) acquiring 
the land, facilities, improvements, furniture, fixtures and equipment which comprise the campuses located at 1475 S. 
Val Vista, Gilbert, Arizona (the “Gilbert Campus”), 22120 E. Queen Creek Road, Queen Creek, Arizona (the 
“Crismon Campus”), 22951 S. Power Road, Queen Creek, Arizona (the “Power Campus”) and 18864 E. Germann 
Road, Queen Creek, Arizona (the “High School Campus”), containing collectively about 234,614 square feet 
(collectively, the “Existing Facilities”) from LBE and the Current Charter Holder, as described below, and (ii) 
constructing, improving and equipping a new fine arts facility, including additional classrooms, at the High School 
Campus, containing collectively about 22,519 square feet (the “Additional Facilities” and, together with the Existing 
Facilities, the “Facilities”).   

The real property and fixtures portions of the Existing Facilities will be acquired by the Borrower from LBE 
pursuant to a purchase and sale agreement to be execute at or prior to the closing of the Bonds.  The furniture and 
equipment portions of the Existing Facilities will be acquired by the Borrower from the Current Charter Holder 
pursuant to an asset acquisition agreement to be executed at or prior to the closing of the Bonds.  

Additional information about the Facilities is included in APPENDIX B – “THE BORROWER, THE 
FACILITIES AND THE PLEDGED SCHOOLS – THE FACILITIES.” 

 
The remainder of the Bond proceeds will be used to (i) fund a deposit into the debt service reserve fund for 

the Bonds, (ii) pay capitalized interest on the Bonds and (iii) pay certain expenses related to issuance of the Bonds.  
 

[Remainder of page left blank intentionally] 
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DEBT SERVICE SCHEDULE 

The following table sets forth, for each fiscal year ended June 30, the amounts required to be paid with respect 
to the Bonds, assuming no prepayment other than for mandatory sinking fund redemptions.  Principal of the Bonds 
will be paid on July 1 of each year, commencing July 1, 2022, and interest will be paid semiannually on January 1 and 
July 1, commencing July 1, 2019. 

Fiscal Year 
Ending June 30 

 
Principal 

 
Interest 

 
Total 

       
2019    $2,380,192  $2,380,192 
2020    4,284,345  4,284,345 
2021    4,284,345  4,284,345 
2022  $     315,000  4,284,345  4,599,345 
2023  330,000  4,267,020  4,597,020 
2024  350,000  4,249,080  4,599,080 
2025  365,000  4,232,280  4,597,280 
2026  1,150,000  4,214,760  5,364,760 
2027  1,205,000  4,159,560  5,364,560 
2028  1,265,000  4,101,720  5,366,720 
2029  1,325,000  4,041,000  5,366,000 
2030  1,405,000  3,961,500  5,366,500 
2031  1,490,000  3,877,200  5,367,200 
2032  1,580,000  3,787,800  5,367,800 
2033  1,675,000  3,693,000  5,368,000 
2034  1,775,000  3,592,500  5,367,500 
2035  1,880,000  3,486,000  5,366,000 
2036  1,995,000  3,373,200  5,368,200 
2037  2,115,000  3,253,500  5,368,500 
2038  2,240,000  3,126,600  5,366,600 
2039  2,375,000  2,992,200  5,367,200 
2040  2,515,000  2,849,700  5,364,700 
2041  2,665,000  2,698,800  5,363,800 
2042  2,825,000  2,538,900  5,363,900 
2043  2,995,000  2,369,400  5,364,400 
2044  3,175,000  2,189,700  5,364,700 
2045  3,365,000  1,999,200  5,364,200 
2046  3,570,000  1,797,300  5,367,300 
2047  3,785,000  1,583,100  5,368,100 
2088  4,010,000  1,356,000  5,366,000 
2049  4,250,000  1,115,400  5,365,400 
2050  4,505,000  860,400  5,365,400 
2051  4,775,000  590,100  5,365,100 
2052  5,060,000  303,600  5,363,600 

       
Total:  $72,330,000  $101,893,747  $174,223,747 
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BONDHOLDERS’ RISKS 

Investment in the Bonds involves a significant degree of risk and is speculative in nature.  Anyone considering 
investing in the Bonds should carefully examine this Limited Offering Memorandum, including the Appendices hereto.  
INVESTMENT IN THE BONDS SHOULD BE UNDERTAKEN ONLY BY PERSONS WHOSE FINANCIAL 
RESOURCES ARE SUFFICIENT TO ENABLE THEM TO ASSUME SUCH RISK.  THIS SECTION SETS 
FORTH A BRIEF SUMMARY OF SOME OF THE PRINCIPAL RISK FACTORS.  PROSPECTIVE 
INVESTORS SHOULD FULLY UNDERSTAND AND EVALUATE THESE RISKS, IN ADDITION TO THE 
OTHER FACTORS SET FORTH IN THIS LIMITED OFFERING MEMORANDUM, BEFORE MAKING AN 
INVESTMENT DECISION. 

This discussion of risk factors is not, and is not intended to be, exhaustive, and such risks are not necessarily 
presented in the order of their magnitude. 

General 

The Bonds are special, limited obligations of the Issuer.  They are secured by and payable solely from funds 
payable by the Borrower under the terms and conditions of the Loan Agreement and from funds payable by the 
Obligated Group (currently only the Borrower) under the terms and conditions of the Master Indenture as described 
herein.  The Borrower’s management believes, based upon present circumstances (i.e., the executed Charter Contract, 
current and projected enrollment, student demand and levels of State Payments), that it will generate sufficient Pledged 
Revenues to meet its obligations under the Master Indenture and the Obligations, initially only Obligation No. 1, 
which will, in turn, permit the Borrower to meet its obligations under the Loan Agreement; however, the Charter 
Contract may be terminated or not renewed, or the basis of the assumptions utilized by the Borrower to formulate this 
belief may otherwise change.  NO REPRESENTATION OR ASSURANCE CAN BE MADE THAT THE 
BORROWER WILL CONTINUE TO GENERATE SUFFICIENT REVENUES TO PROVIDE SUFFICIENT 
PLEDGED REVENUES FOR THE OBLIGATED GROUP TO MEET ITS OBLIGATIONS. 

Revocation, Non-Renewal or Expiration of Charters 

Charter contracts in Arizona are granted for a period of 15 years from July 1 of the first year of operation of 
the charter school, although the term could be changed to as few as three years.  In addition, the ASBCS may elect to 
revoke a charter contract upon the failure of the charter school to meet academic standards and/or a breach of one or 
more provisions of the charter contract. 

The current Charter Contract is scheduled to expire on June 30, 2031, which is before the final maturity of 
the Bonds.  In accordance with the Charter School Act, the ASBCS is required to review the Charter Contract every 
five years, with the next such review scheduled to occur sometime during the 2020-21 school year.  ASBCS may 
revoke the Charter Contract at any time if it determines the Borrower has breached one or more provisions of the 
Charter Contract.  See APPENDIX A – “CHARTER SCHOOLS IN ARIZONA – Key Elements in the Charter School 
Statutes - Charter Term; Nonrenewal or Revocation of a Charter (A.R.S. Sections 15-183I and 15-183J).”  While 
management of the Borrower does not anticipate any non-renewal or revocation of the Charter Contract, there can be 
no assurance that the ASBCS will renew the Charter Contract. 

No Taxing Authority/Dependence on State Payments 

The Borrower has no taxing authority and is substantially dependent upon the State to continue to provide 
funding for public education, including charter school funding.  The obligation of the State to make State Payments 
or otherwise provide funds to the Borrower is conditioned upon the availability of funds appropriated or allocated for 
the payment of such obligation.  If funds are not allocated and available for the continuance of a charter school contract, 
the Charter Contract may be terminated by the ASBCS at the end of the period for which funds are available.  No 
liability will accrue to the ASBCS in such event, and the State will not be obligated or liable for any future payments 
or any damages as a result of such termination.  In certain circumstances, the State also may withhold a portion of the 
payments otherwise due a charter school if the charter school does not comply with applicable State laws and 
regulations.  In the event the State were to withhold the payment of moneys from the Borrower for any reason – even 
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a reason that is ultimately determined to be invalid or unlawful – it is possible that the Borrower would be forced to 
cease operations. 

Changes in Law; Annual Appropriation; Inadequate State Payments 

The State Legislature has amended the Charter School Act a number of times since it was first enacted in 
1994.  Past and future amendments to the Charter School Act may adversely affect the Members of the Obligated 
Group (initially only the Borrower) in various ways, including without limitation, by withholding a percentage of the 
State Payments if any of the Pledged Schools are deemed not to be in compliance with the Charter Contract or the 
Charter School Act or State and federal laws; by decreasing the charter term from 15 or 20 years, as applicable, to 
some other shorter term; by requiring a State body to make an assessment of the Pledged Schools’ effectiveness every 
year; by limiting the number of students for which State funds are available; by mandating new facilities or programs 
that may increase costs beyond projections; by reducing the maximum amount payable by the State for students 
enrolled at the Pledged Schools; by revising the relative responsibilities between public schools and the State for 
financing schools (including charter schools); or by eliminating the authority for State-supported charter schools. 

In addition, the State Legislature must appropriate funds for public education – including District Schools 
(as defined in APPENDIX A – “CHARTER SCHOOLS IN ARIZONA”) and charter schools – each year, and it may 
not appropriate sufficient funds to enable the Obligated Group to pay the Required Payments on the Obligations, 
initially only Obligation No. 1, and, in turn, pay debt service on the Bonds, and meet budgeted expenses.  Similarly, 
the State allocation per student may be reduced or may not keep pace with expenses such that the aggregate State 
Payments to the Obligated Group are inadequate to allow the Obligated Group to pay the Required Payments on the 
Obligations, initially only Obligation No. 1, and, in turn, debt service on the Bonds, and operating expenses for the 
Pledged Schools.  If the State Payments are insufficient, the Borrower may be unable to make the Required Payments 
and, consequently, the Borrower may be unable to make the Loan Payments as and when required and, in turn, debt 
service on the Bonds and operating expenses for the Pledged Schools.  See APPENDIX B – “THE BORROWER, 
THE FACILITIES AND THE PLEDGED SCHOOLS – THE BORROWER AND THE PLEDGED SCHOOLS - 
Revenues.” 

Changes in regulatory enforcement or administrative procedures, whether related to charter schools or 
business in general, also may adversely affect the Borrower, and such changes may be material.  By way of example, 
in a 2006 clarification of Arizona law, the Superior Court of Arizona held that, after permitting a mandatory period of 
90 days to correct problems associated with a notice to revoke a charter contract, the ASBCS has the authority, within 
its administrative guidelines, to revoke a charter contract even if the charter school has corrected the problems giving 
rise to the notice to revoke.2  Similar or different changes in regulatory enforcement or administrative procedures 
could materially impact charter schools, including the Pledged Schools. 

Dependence on State Budget 

State payments for charter schools are a component of, and rely upon, the State’s budget.  In past years, the 
State Legislature has considered budget cutting measures related to education and State payments, including additional 
“rollovers” to delay payment from one fiscal year to the next; freezing per-pupil funding; delaying or eliminating an 
assortment of programs that do not affect all schools (such as supplemental funding for math and science); rollbacks 
of increases in the weight assigned to kindergarten student counts; rolling back a previously approved 1 percent 
discretionary base level funding increase; changing the timing of student counts from 100 days to 140 days; and 
including K-12 education in across-the-board percentage spending reductions.  It is uncertain what budget balancing 
measures, if any, will be adopted in future years or how they might impact charter schools, and there can be no 
assurance that any final measures adopted by the State Legislature will not include additional reductions in K-12 
education spending, including reductions in State payments to charter schools.  Additionally, there is no assurance 
that current levels of spending for K-12 education will not be decreased in future legislative sessions. 

In addition, a portion of the Borrower’s revenues for the Pledged Schools comes from restricted State 
allocations identified as “Classroom Site Funds” and “Instructional Improvement Funds.”  The State revenues 
                                                           
2  Rolling Hills Charter School v. Arizona State Board for Charter Schools, LC2005-000430.  (Decision filed March 

22, 2006, Superior Court of Arizona, Maricopa County, Arizona.) 
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supporting these two funds are generated, at least in part, from Transaction Privilege (sales) Tax receipts.  When 
consumer spending is down relative to its higher collection years, the State revenues generated from taxes related to 
such spending are reduced.  Accordingly, the amount of Classroom Site Funds and Instructional Improvement Funds 
allocated to schools, including charter schools, has decreased in certain years.  There is no way to determine if State 
revenues generated from sales taxes will increase, stabilize or decrease.  Changes in such State revenues, and the 
resulting allocation of Classroom Site Funds and Instructional Improvement Funds, will impact the Borrower and such 
impact may be material and adverse. 

See APPENDIX A – “CHARTER SCHOOLS IN ARIZONA – Charter School Finance” for additional 
information concerning historical annual appropriations by the State of State Payments and how the amount of State 
Payments is calculated at the time of offering of the Bonds.   

No Prior Experience of Borrower and its Board of Directors in Charter School Operation 

As described herein, the Borrower will not be operating the Pledged Schools until the issuance and delivery 
of the Bonds.  The Borrower is a newly formed entity and has no history in operating charter schools, although the 
Borrower expects to assume operation of the currently functioning Pledged Schools, previously operated by the 
Current Charter Holder, and expects that all of the Current Charter Holders’ employees, both teaching staff and 
management, other than Eddie Farnsworth, as described in APPENDIX B below, will transfer over and become 
employees of the Borrower upon the issuance and delivery of the Bonds. See APPENDIX B – “THE BORROWER, 
THE FACILITIES AND THE PLEDGED SCHOOLS – THE BORROWER AND THE PLEDGED SCHOOLS – 
Governance” and “– Management” for more information regarding the transfer.  In addition, the initial members of 
the Board of Directors of the Borrower do not have any prior experience in operating charter schools and have not 
previously served on a board for a charter school.  The operation of the Pledged Schools will be managed by a 
Governing Board, as described in APPENDIX B.  The majority of the initial members of the Governing Board have 
a background in education.  

Key Management 

The creation of, and the philosophy of teaching in, charter schools generally may reflect the vision and 
commitment of a few key persons on the board of directors and/or the upper management of the charter school (“Key 
Directors/Managers”).  Loss of such Key Directors/Managers, and the inability of the Borrower to find comparable 
qualified replacements, could adversely affect the operations or financial results of the Borrower.  See APPENDIX B 
– “THE BORROWER, THE FACILITIES AND THE PLEDGED SCHOOLS – THE BORROWER AND THE 
PLEDGED SCHOOLS – Governance” and “– Management” for more information regarding the Key 
Directors/Managers of the Borrower. 

Reliance on Financial Projections 

Payment by the Bond Trustee of principal of and interest due on the Bonds is dependent upon the Bond 
Trustee’s receipt of Loan Payments from the Borrower, which is dependent upon the Obligated Group (initially only 
the Borrower) making Required Payments on the Obligations, initially only Obligation No. 1.  The ability of the 
Obligated Group to make Required Payments on the Obligations, including Obligation No. 1, when due is dependent 
on State Payments to be received by the Obligated Group as payment for educating students.  See APPENDIX B – 
“THE BORROWER, THE FACILITIES AND THE PLEDGED SCHOOLS.” 

The projections of revenues and expenditures prepared by the management of the Borrower in APPENDIX B 
– “THE BORROWER, THE FACILITIES AND THE PLEDGED SCHOOLS – THE BORROWER AND THE 
PLEDGED SCHOOLS - Revenues” are based upon assumptions made by the Borrower regarding enrollment and 
contribution amounts.  SUCH PROJECTIONS DO NOT CONSTITUTE A “CERTIFIED FINANCIAL FORECAST” 
PREPARED IN ACCORDANCE WITH GENERALLY ACCEPTED ACCOUNTING PRINCIPLES.  No assurance 
can be given that the results described in the projections will be achieved, or that there has been no change in 
underlying considerations since the date of this Limited Offering Memorandum.  The management of the Borrower 
does not intend to update the projections and, accordingly, there are risks inherent in using the projections in the future 
as they become outdated.  The projections are only for the years ending June 30, 2019 through June 30, 2023, and do 
not cover the entire period during which the Bonds may be outstanding. 
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No guarantee can be made that the projections will correspond with the results actually achieved in the future 
because there is no assurance that the actual events will correspond with the assumptions made by the management of 
the Borrower.  For example, the projections make certain assumptions as to enrollment increases during the forecast 
period.  See APPENDIX B – “THE BORROWER, THE FACILITIES AND THE PLEDGED SCHOOLS – THE 
BORROWER AND THE PLEDGED SCHOOLS - Revenues.”  Inevitably, the actual future operations and financial 
condition of the Borrower will differ from those projected and actual future events and conditions will differ from 
those assumed by the management of the Borrower.  Such differences may be material and adverse.  Actual operating 
results may be affected by many factors, including, but not limited to, increased costs, lower than anticipated revenues 
(as a result of changes in demographic trends, insufficient enrollment, changes in State or federal funding of education 
or otherwise) and local and general economic conditions. 

Income and Property Tax Exemption 

Under present federal and State law, regulations and rulings, the income and revenue of nonprofit, 501(c)(3) 
qualified exempt organizations are exempt from federal and state income taxes, except for any unrelated business 
income as defined in the Code.  The Borrower is an Arizona nonprofit corporation and expects to receive a 
determination letter from the Internal Revenue Service stating that it is an organization described in Section 501(c)(3) 
and therefore a qualified tax-exempt organization.  Under present State law and rulings, buildings and the property 
appurtenant thereto that are owned by a nonprofit corporation are exempt from property taxes levied by political 
subdivisions of the State beginning on the date that the nonprofit corporation acquires ownership of such property and 
buildings, so long as the property and buildings are used for educational purposes and not used or held for profit 
(although such property is subject to special assessments for local improvements to the property).  Upon receipt of its 
501(c)(3) determination letter, the Borrower intends to submit an affidavit as to exemption eligibility to the Assessor 
of Maricopa County, Arizona, and establish that each of the Facilities is exempt from the payment of property taxes.  
However, such laws, regulations, rulings and ordinances are subject to change, and no assurance can be given that any 
future change in exempt status would not have a materially adverse effect on the Borrower.  The financial projections 
contained herein have been prepared based on the assumptions outlined in this paragraph. 

Economic and Other Factors 

Future economic and other factors may adversely affect the revenues and expenses of the Borrower and, 
consequently, the ability of the Obligated Group (initially only the Borrower) to make Required Payments on the 
Obligations, initially only Obligation No. 1, and, in turn, the ability of the Borrower to make payments under the Loan 
Agreement to pay debt service on the Bonds.  Among the factors that could have such adverse effects are:  decreases 
in the number of students seeking to attend the Pledged Schools at optimum levels for each grade level; decreases in 
the level of State Payments or other student enrollment-based funding by the State; decline in the ability of the 
Borrower and its management to provide education desired and accepted by the population served; economic 
developments in the affected service areas, including inflation and interest rates; decline of the reputation of the 
Pledged Schools; revocation of the Charter Contract; competition from other educational institutions, including other 
charter schools, private schools and District Schools; lessened ability of the Borrower to attract and retain qualified 
teachers and staff at salaries that permit payment of debt service and expenses; increased costs associated with 
technological advances; changes in government regulation of the education industry or in the Charter School Act; 
future claims for accidents or other torts at the Pledged Schools or environmental enforcement actions with respect to 
environmental conditions at the Facilities and the extent of insurance coverage for such claims (see “- Risks of Real 
Estate Investment – Environmental Risks” below); and the occurrence of natural disasters, such as floods. 

Factors Associated with Education 

There are a number of factors affecting schools in general, including the Pledged Schools, that could have an 
adverse effect on the Borrower’s financial position and the Obligated Group’s ability to pay the Required Payments 
on the Obligations, initially only Obligation No. 1, and, in turn, the Borrower’s ability to make the payments required 
under the Loan Agreement to pay debt service on the Bonds.  These factors include, but are not limited to, increased 
costs of compliance with federal or State regulatory laws or regulations, including, without limitation, laws or 
regulations concerning environmental quality, work safety and accommodating persons with disabilities; any 
unionization of the Borrower’s work force with consequent impact on wage scales and operating costs of the Borrower; 
the inability to attract a sufficient number of students; federal requirements to provide services to special education 
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students; unfavorable changes to existing statutes pertaining to the powers of the Borrower and legislation or 
regulations that may affect program funding; decline of the reputation of the Pledged Schools, the faculty or student 
body, either generally or with respect to certain academic or extracurricular areas; and disruption of Borrower’s 
operations by real or perceived threats against the Pledged Schools, the employees or the students.  The management 
of the Borrower cannot assess or predict the ultimate effect of these factors on the operations of the Borrower or 
financial results of operations. 

Other Schools/Competition for Students 

The Borrower will receive State Payments based on student enrollment at the Pledged Schools.  The Pledged 
Schools will compete for students with District Schools, other charter schools and private schools.  There can be no 
assurance that the Borrower will attract and retain the number of students at the Pledged Schools that are needed to 
produce the Pledged Revenues necessary for the Obligated Group to pay the Required Payments on the Obligations, 
initially only Obligation No. 1, and, in turn, for the Borrower to pay debt service on the Bonds.  Other public, charter 
and private schools are located in close proximity to each of the Pledged Schools.  See APPENDIX B – “THE 
BORROWER, THE FACILITIES AND THE PLEDGED SCHOOLS – THE BORROWER AND THE PLEDGED 
SCHOOLS – Service Area; Competitive Schools” for information regarding other schools in the service areas of the 
Pledged Schools. 

U.S. Immigration Policy Reform 

During the course of the 2016 United States presidential campaign, President Trump announced his intention 
to implement several proposals designed to significantly overhaul existing United States immigration policy.  These 
proposals include, among others, tripling the ranks of Immigration and Customs Enforcement (ICE) agents, building 
a wall along the southern U.S. border, cancelling former President Obama’s 2012 Deferred Action for Childhood 
Arrivals program (DACA), which provided work permits and deportation relief to hundreds of thousands of young 
undocumented aliens, and deporting 2 to 11 million undocumented aliens currently estimated to be in the United 
States.  Although President Trump’s administration has begun to implement many of these policies, it is unclear at 
this time whether a stricter immigration policy will have a negative impact on enrollment at the Pledged Schools and, 
in turn, Pledged Revenues of the Obligated Group available to pay the Required Payments on the Obligations, initially 
only Obligation No. 1, and, in turn, for the Borrower to pay the debt service on the Bonds. 

Risks of Real Estate Investment 

General.  Development, ownership and operation of real estate, such as the Facilities, involves certain risks, 
including the risk of adverse changes in general economic and local conditions, including population decreases; 
uninsured losses; operating deficits and mortgage foreclosure; lack of attractiveness of the property to 
students/parents; cyclical nature of the real estate market; adverse changes in neighborhood values; and adverse 
changes in zoning laws, other laws and regulations and real property tax rates (to the extent such taxes are applicable 
to the Facilities).  Such losses also include the possibility of fire or other casualty or condemnation.  If the Facilities, 
or any portion thereof, were not available during the period of restoration, such unavailability could adversely affect 
the ability of the Obligated Group to make Required Payments on the Obligations, initially only Obligation No. 1, 
and, in turn, the ability of the Borrower to make Loan Payments and pay debt service on the Bonds.  Changes in 
general or local economic conditions and changes in interest rates and the availability of mortgage or other funding 
may render the sale or refinancing of the Facilities difficult or unattractive. 

Limitations of Appraisals.  Appraisals are estimates of value and not an assurance of what any particular 
property would bring on sale.  Appraisals also are subject to numerous other limitations set forth therein.  Potential 
investors should not assume that the values shown in APPENDIX B – “THE BORROWER, THE FACILITIES AND 
THE PLEDGED SCHOOLS – THE FACILITIES – Project Costs; Appraisals” represent reliable estimates of what 
the Borrower’s interest in the Facilities would bring in liquidation following an Event of Default. 

Construction Risk.  The construction and improvement of the Additional Facilities is subject to the ability of 
the Borrower to secure a "guaranteed maximum price" with a contractor to complete the Additional Facilities for the 
amount of available Bond proceeds.  In addition, the construction and improvement of the Additional Facilities is 
subject to the risk of delays due to a variety of factors including, among others, delays in obtaining the necessary 
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permits, licenses and other governmental approvals, site difficulties, labor disputes, delays in delivery and shortage of 
materials, weather conditions, fire and other casualties and default by the Borrower, a contractor or subcontractors.   

The management of the Borrower believes that the proceeds of the Bonds will be sufficient to finance the 
costs of the Project, including the construction of the Additional Facilities.  The Borrower is expected to enter into a 
design-build construction contract in which the contractor will agree to construct the Additional Facilities for a 
"guaranteed maximum price," meant to represent the maximum cost to the Borrower for completion of the 
construction.  The guaranteed maximum price specified in such contract will not exceed the net proceeds of the portion 
of the Bonds allocated to such construction.  Should the bids for the Additional Facilities as currently planned exceed 
the proceeds of the portion of the Bonds allocated to such construction, then the Borrower will adjust the scope of the 
Project so that the guaranteed maximum price does not exceed the allocated Bond proceeds.  Construction of additional 
classrooms will take precedence over the auditorium. The costs of construction and improvement may be increased, 
however, if there are change orders.  Furthermore, the costs of construction of the Additional Facilities may be affected 
by other factors beyond the control of the Borrower or any contractor constructing any portion of the Additional 
Facilities, including those described in the preceding paragraph. 

Damage, Destruction or Condemnation.  Although the Borrower will be required to obtain certain insurance 
against damage or destruction as set forth in the Master Indenture and the Deeds of Trust, there can be no assurance 
that any portion of the Facilities will not suffer losses for which insurance cannot be or has not been obtained or that 
the amount of any such loss, or the period during which the Pledged Schools, as a result of damage or destruction to 
any portion of the Facilities, cannot generate revenues, will not exceed the coverage of such insurance policies. 

If the Facilities, or any portion thereof, are damaged or destroyed, or are taken in a condemnation proceeding, 
the proceeds of insurance or any such condemnation award for the Facilities, or any portion thereof, must be applied 
as provided in the Master Indenture to restore or rebuild the Facilities or to redeem the Obligations, initially only 
Obligation No. 1, and, in turn, the Bonds.  There can be no assurance that the amount of revenues available to restore 
or rebuild the Facilities, or any portion thereof, or to redeem the Obligations, initially only Obligation No. 1, and, in 
turn, the Bonds, will be sufficient for that purpose, or that any remaining portion of the Facilities used by the Borrower 
will generate revenues sufficient to pay the expenses of the Pledged Schools and, in turn, the Required Payments on 
the Obligations, initially only Obligation No. 1, and, in turn, the debt service on the Bonds remaining outstanding. 

Environmental Risks.  There are potential risks relating to liabilities for environmental hazards with respect 
to the ownership of any real property.  If hazardous substances are found to be located on a property, owners of such 
property may be held liable for costs and other liabilities related to the removal of such substances, which costs and 
liabilities could exceed the value of the Facilities or any portion thereof.  See APPENDIX B – “THE BORROWER, 
THE FACILITIES AND THE PLEDGED SCHOOLS – THE FACILITIES – Environmental Assessments” for 
specific details and recommendations related to the Facilities.  In the event unknown environmental conditions are 
discovered in the future or environmental enforcement actions were initiated, the Borrower could be liable for the 
costs of removing or otherwise treating pollutants or contaminants located at the sites of the Facilities, or any portion 
thereof.  In addition, under certain environmental statutes, in the event an enforcement action is initiated, a lien could 
be attached to the Facilities, or a portion thereof, that would adversely affect the Borrower’s ability to generate Pledged 
Revenues from the operation of the Pledged Schools at the Facilities sufficient for the Obligated Group to meet its 
obligations under the Master Indenture and the Obligations, initially only Obligation No. 1, and, in turn, the 
Borrower’s ability to meet its obligations under the Loan Agreement and the debt service requirements on the Bonds.  
In the event of a foreclosure on the Deeds of Trust, the Borrower may be held liable for costs and other liabilities 
relating to hazardous substances, if any, on the Facilities, or any portion thereof, on a strict-liability basis, and such 
costs might exceed the value of such property. 

Reserve Fund 

The Bond Indenture has established the Debt Service Reserve Fund for payment of principal and interest due 
to the Registered Owners of the Bonds, to the extent Loan Payments are insufficient to make such payments.  Although 
the Borrower believes such reserve to be reasonable, and anticipates that Pledged Revenues will be sufficient to cover 
the Required Payments on the Obligations, initially only Obligation No. 1, and, in turn, debt service on the Bonds, 
there is no assurance that funds reserved and future Pledged Revenues will be sufficient to cover the Required 
Payments on the Obligations, initially only Obligation No. 1, and, in turn, debt service on the Bonds. 
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Taxation of the Series 2018A Bonds 

Purchasers of the Series 2018A Bonds, particularly purchasers that are corporations (including S corporations 
and foreign corporations operating branches in the United States), property and casualty insurance companies, banks, 
thrifts or other financial institutions or certain recipients of Social Security benefits, are advised to consult their tax 
advisors as to the tax consequences of purchasing or owning Series 2018A Bonds. 

The interest on the Series 2018A Bonds may become includable in gross income for purposes of federal 
income taxation retroactive to the date of issuance of the Series 2018A Bonds for a variety of reasons.  The exclusion 
from gross income is dependent upon, among other things, compliance with certain restrictions regarding investment 
of bond proceeds and continuing compliance by the Borrower with the Loan Agreement and the Tax Certificate under 
which enforcement remedies available to the Issuer, the Bond Trustee and the Master Trustee are limited.  See “THE 
BONDS – Redemption – Mandatory Redemption Upon a Determination of Taxability” and “TAX MATTERS” 
herein. 

If interest on the Series 2018A Bonds becomes includable in gross income for federal income tax purposes, 
the market for and value of the Series 2018A Bonds could be adversely affected.  Moreover, there can be no assurance 
that the presently advantageous provisions of the Code, or the rules and regulations thereunder, will not be 
retroactively adversely amended or modified, thereby resulting in the inclusion in gross income of the interest on the 
Series 2018A Bonds for federal income tax purposes.  While no such legislation has been proposed or adopted, there 
can be no assurance that Congress would not adopt legislation applicable to the Series 2018A Bonds or to the Borrower 
or that the Facilities would be able to comply with any such future legislation in a manner necessary to maintain the 
tax-exempt status of the Series 2018A Bonds.  The Borrower is required to use best efforts to comply with federal 
income tax law requirements in order to maintain the tax-exempt status of the Series 2018A Bonds to the extent that 
any such other requirements are made applicable to the Facilities.  There is no assurance, however, that the Borrower 
would be able to comply with any such other requirements. 

Incurrence of Additional Indebtedness 

The Master Indenture permits the Obligated Group to incur additional indebtedness secured by the Facilities 
and the Pledged Revenues upon compliance with the provisions thereof.  The incurrence of such additional 
indebtedness could increase the economic burden on the Obligated Group  and adversely affect the ability of the 
Obligated Group to pay the Required Payments on the Obligations, including Obligation No. 1, and, in turn, the ability 
of Borrower to pay debt service on the Bonds.  See APPENDIX F – “SUMMARIES OF FINANCING DOCUMENTS 
– THE MASTER INDENTURE – Limitations on Additional Indebtedness.” 

Limited Recourse Debt/Limited Security 

The obligations of the Obligated Group under the Master Indenture and of the Borrower under the Loan 
Agreement are non-recourse in nature to officers and directors of the board of directors of the Members of the 
Obligated Group and the Borrower, as applicable.  The obligations of the Borrower under the Loan Agreement are 
absolute and unconditional, but only to the extent of Required Payments received from the Obligated Group under 
Obligation No. 1.  Should the Obligated Group be unable to meet its obligations under the Master Indenture and the 
Obligations, initially only Obligation No. 1, the Master Trustee’s and the Bond Trustee’s remedies will be limited to 
foreclosure upon the Deeds of Trust and recovery against the funds and accounts held by the Master Trustee pursuant 
to the Master Indenture and held by the Bond Trustee pursuant to the Bond Indenture (other than the Cost of Issuance 
Fund and the Rebate Fund), as applicable. 

Legal Opinions 

The various legal opinions to be delivered concurrently with the delivery of the Bonds will express the 
professional judgment of the attorneys rendering the opinions on the legal issues explicitly addressed therein on the 
date thereof.  By rendering a legal opinion, the opinion giver does not become an insurer or guarantor of that expression 
of professional judgment, of the transaction opined upon, or of the future performance of parties to such transaction, 
nor does the rendering of an opinion guarantee the outcome of any legal dispute that may arise out of the transaction. 
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In addition, such opinions will be qualified as to the enforceability of the various legal instruments by, among 
other things, limitations imposed by State and federal laws, rulings and decisions affecting remedies, and by 
bankruptcy, reorganization or other laws affecting the enforcement of creditors’ rights generally. 

Cancellation of Contracts 

Pursuant to Arizona Revised Statutes Section 38-511, public agencies such as the Issuer may, within three 
years after its execution, cancel any contract, without penalty or further obligation, made by the public agency if any 
person significantly involved in the initiating, negotiating, securing, drafting or creating of the contract on behalf of 
the public agency is, at any time while the contract or any extension thereof is in effect, an employee or agent of any 
other party to the contract in any capacity or a consultant to any other party of the contract with respect to the subject 
matter thereof.  The cancellation becomes effective when written notice from the governing body of the public agency 
is received by all other parties to the contract unless the notice specifies a later time.  The Issuer is a party to several 
contracts that are material to the payment of the Bonds, including the Bond Indenture and the Loan Agreement.  
Exercise of a remedy under Arizona Revised Statutes Section 38-511 would adversely affect the Registered Owners 
of the Bonds. 

Inability or Delay in Liquidating the Facilities at an Adequate Sale Price 

An Event of Default gives the Master Trustee the right to possession of, and the right to sell, the Borrower’s 
interest in the Facilities pursuant to a trustee’s sale under the Deeds of Trust.  Each of the Facilities has been or will 
be specifically designed and constructed for use as a school and may not be readily adaptable and marketable for other 
uses.  Furthermore, while the Borrower considers the locations of the Facilities to be desirable for the purposes of the 
Borrower, there can be no assurance that potential purchasers will consider the location desirable for their particular 
purposes.  Accordingly, there can be no assurance that the sale of the Borrower’s interest in the Facilities could be 
accomplished rapidly, or at all.  Any sale of the Borrower’s interest in any of the Facilities may require compliance 
with the laws of the State.  Such compliance may be difficult, time-consuming, and/or expensive.  Any delays in the 
ability of the Master Trustee to foreclose under the Deeds of Trust could result in delays in the payment of the 
Obligations, including Obligation No. 1, and, in turn, the Bonds.  Further, attempts to foreclose under the Deeds of 
Trust or to obtain other remedies under the Deeds of Trust, the Master Indenture, the Bond Indenture, the Loan 
Agreement or any other documents relating to Obligation No. 1 or the Bonds may be met with protracted litigation 
and/or bankruptcy proceedings, which could cause delays, and a court may decide not to order specific performance 
of covenants contained in such documents. 

In addition, in the event of a sale of the Borrower’s interest in the Facilities or any portion thereof, the 
potential use of the Facilities and the number of potential users that may be interested in purchasing the Facilities or 
any portion thereof could be limited, and the sale price could thus be affected. As more fully described in APPENDIX 
B – “THE BORROWER, THE FACILITIES AND THE PLEDGED SCHOOLS – OPERATIONS – Project Costs; 
Appraisals”, the Borrower has received appraisals of the Facilities. As mentioned above under “– Risks of Real Estate 
Investment - Limitations of Appraisals,” the appraisals represent an estimate of value as of their respective dates but 
provide no assurance as to the price the Master Trustee might receive in a sale following foreclosure under the Deeds 
of Trust.  There is no requirement that the value of the Facilities equal or exceed the amount of the Outstanding 
Obligations under the Master Indenture, initially only Obligation No. 1 or, in turn, the principal of the Bonds and other 
indebtedness of the Obligated Group secured by the Obligations.  No assurance can be given that the Borrower’s 
interest in any of the Facilities can be sold now or in the future at the amount appraised or greater, and, for the above-
described reasons and others, no assurance can be given that the amount realized upon any sale of the Borrower’s 
interest in any of the Facilities will be sufficient to pay and discharge the Obligated Group’s obligations under the 
Master Indenture and the Obligations, initially only Obligation No. 1, and, in turn, the Borrower’s obligations under 
the Loan Agreement or to pay debt service on the Bonds in full when due.  In particular, there can be no representation 
that the cost of the Facilities constitutes a realizable amount upon any forced sale thereof.   

Potential Effects of Bankruptcy 

If the Borrower were to file a petition for relief (or if a petition were filed against the Borrower as debtor) 
under the United States Bankruptcy Code, 11 U.S.C. Sections 101 et seq., as amended, or other similar laws that 
protect creditors, the filing could operate as an automatic stay of the commencement or continuation of any judicial 
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or other proceeding against the property of the Borrower, as debtor.  If the bankruptcy court so ordered, the Borrower’s 
property and revenues could be used for the benefit of the Borrower, as debtor, despite the claims of its creditors 
(including the owners of the Bonds). 

In a bankruptcy proceeding, the Borrower could file a plan for the adjustment of its debts that modifies the 
rights of creditors generally or the rights of any class of creditors, secured or unsecured (including the owners of the 
Bonds).  The plan, when confirmed by the court, binds all creditors who had notice or knowledge of the plan and 
discharges all claims against the debtor provided for in the plan. 

Enforcement of Remedies 

The remedies available to the Master Trustee upon an Event of Default under the Master Indenture or the 
Deeds of Trust, or to the Bond Trustee or the Registered Owners of the Bonds upon an Event of Default under the 
Bond Indenture or the Loan Agreement, are in many respects dependent upon judicial actions that are often subject to 
discretion and delay.  Under existing constitutional and statutory law and judicial decisions, the remedies provided in 
such documents may not be readily available or may be limited.  The various legal opinions to be delivered 
concurrently with the delivery of the Bonds will be qualified as to the enforceability of the various legal instruments 
by limitations imposed by the valid exercise of the sovereign powers of the State and the constitutional powers of the 
United States of America, bankruptcy, reorganization, insolvency or other similar laws affecting the rights of creditors 
generally. 

Bond Audits 

IRS officials have indicated that more resources will be invested in audits of tax-exempt bonds in the 
charitable organization sector.  The Series 2018A Bonds may be, from time to time, subject to audits by the IRS.  The 
management of the Borrower believes that the Series 2018A Bonds properly comply with the tax laws.  In addition, 
Bond Counsel will render an opinion with respect to the tax-exempt status of the interest on the Series 2018A Bonds, 
as described under the heading “TAX MATTERS – Tax-Exempt Series 2018A Bonds” herein.  No ruling with respect 
to the tax-exempt status of the interest on the Series 2018A Bonds has been or will be sought from the IRS, however, 
and opinions of counsel are not binding on the IRS or the courts and are not guarantees.  There can be no assurance 
that an audit of the Series 2018A Bonds will not adversely affect the tax-exempt status of the interest on the 
Series 2018A Bonds. 

Secondary Market 

Subject to applicable securities laws and prevailing market conditions, the Underwriter intends but is not 
obligated to make a market in the Bonds.  There is no guarantee that a secondary trading market will develop for the 
Bonds.  Consequently, prospective bond purchasers should be prepared to hold their Bonds to maturity or prior 
redemption. 

Conclusion 

Each prospective investor should carefully examine this Limited Offering Memorandum, and the Appendices 
hereto, and such investor’s own financial condition in order to make a judgment as to whether the Bonds are an 
appropriate investment for such investor. 

ENFORCEABILITY OF OBLIGATIONS 

On the date of delivery of the Bonds, Engelman Berger, P.C., Phoenix, Arizona, Bond Counsel, will deliver 
its opinion, dated the delivery date, to the effect that the Bonds, the Loan Agreement and the Bond Indenture are valid 
and legally binding on the Issuer and are enforceable in accordance with their respective terms.  A draft of the opinion 
is included in APPENDIX G – “FORM OF BOND COUNSEL OPINION.”  Ballard Spahr LLP, Phoenix, Arizona, 
as counsel to the Borrower and the Obligated Group, will deliver its opinion that the Loan Agreement, the Master 
Indenture, Supplemental Master Indenture No. 1, Obligation No. 1 and the Deeds of Trust are valid and legally binding 
agreements of the Borrower, and are enforceable in accordance with their respective terms.  The foregoing opinions 
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will be generally qualified to the extent that the enforceability of the respective instruments may be limited by laws, 
decisions and equitable principles affecting remedies and by bankruptcy or insolvency or other laws, decisions and 
equitable principles affecting creditors’ rights generally. 

While the Bonds are secured or payable pursuant to the Bond Indenture, the Loan Agreement, the Master 
Indenture, Obligation No. 1 and the Deeds of Trust, the practical realization of payment from any security will depend 
upon the exercise of various remedies specified in the respective instruments.  These and other remedies are dependent 
in many respects upon judicial action, which is subject to discretion and delay.  Accordingly, the remedies specified 
in the above documents may not be readily available or may be limited. 

LEGAL MATTERS 

Legal matters incident to the issuance and sale of the Bonds and with regard to the tax-exempt status of 
interest on the Series 2018A Bonds under existing laws are subject to the legal opinion of Engelman Berger, P.C., 
Phoenix, Arizona, as Bond Counsel.  See APPENDIX G – “FORM OF BOND COUNSEL OPINION.”  Certain legal 
matters will be passed on by Ballard Spahr LLP, Phoenix, Arizona, as counsel to the Borrower and the Obligated 
Group, by Ryley Carlock & Applewhite, Phoenix, Arizona, as counsel to the Issuer, by Squire Patton Boggs (US) 
LLP, Phoenix, Arizona, as counsel to the Underwriter, and by Snell & Wilmer L.L.P., as counsel to the Current Charter 
Holder.   

The legal fees paid to Bond Counsel, as well as certain of the other foregoing firms, for services rendered in 
connection with the issuance of the Bonds are contingent upon the actual sale and delivery of the Bonds. 

The legal opinions express the professional judgment of counsel rendering them, but are not binding on any 
court or other governmental agency and are not guarantees of a particular result. 

TAX MATTERS 

Tax-Exempt Series 2018A Bonds 

General.  In the opinion of Engelman Berger, P.C., Bond Counsel, under existing statutes, regulations, rulings 
and court decisions, and assuming continuing compliance with certain covenants and the accuracy of certain 
representations, interest on the Series 2018A Bonds is excludable from gross income for federal income tax purposes.  
Interest on the Series 2018A Bonds is not an item of tax preference for purposes of the federal alternative minimum 
tax.  Bond Counsel is further of the opinion that interest on the Series 2018A Bonds is exempt from Arizona state 
income tax.  Bond Counsel will express no opinion as to any other tax consequences regarding the Series 2018A 
Bonds. 

The opinion on federal tax matters will be based on and will assume the accuracy of certain representations 
and certifications, and continuing compliance with certain covenants of the Issuer, the Borrower and the Bond Trustee 
to be contained in the transcript of proceedings and that are intended to evidence and assure the foregoing, including 
that the Series 2018A Bonds will be and will remain obligations, the interest on which is excludable from gross income 
for federal income tax purposes.  Bond Counsel will not independently verify the accuracy of those certifications and 
representations. 

The Code prescribes a number of qualifications and conditions for the interest on state and local government 
obligations to be and to remain excludable from gross income for federal income tax purposes, some of which require 
future or continued compliance after issuance of the obligations in order for the interest to be and to continue to be so 
excludable from the date of issuance.  Noncompliance with these requirements by the Issuer, the Borrower or the 
Bond Trustee may cause the interest on the Series 2018A Bonds to be included in gross income for federal income 
tax purposes and thus to be subject to federal income tax retroactively to the date of issuance of the Series 2018A 
Bonds.  The Issuer, the Borrower and the Bond Trustee have covenanted to take the actions required for the interest 
on the Series 2018A Bonds to be and to remain excludable from gross income for federal income tax purposes, and 
not to take any actions that would adversely affect that excludability.  The Series 2018A Bonds are subject to 
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redemption upon a Determination of Taxability.  See “THE BONDS - Redemption - Mandatory Redemption Upon 
Determination of Taxability.” 

Interest on the Series 2018A Bonds may be subject to a federal branch profits tax imposed on certain foreign 
corporations doing business in the United States of America and to a federal tax imposed on excess net passive income 
of certain S corporations. 

Under the Code, the exclusion of interest from gross income for federal income tax purposes may have certain 
collateral federal income tax consequences on items of income, deduction or credit for certain taxpayers, including 
financial institutions, certain insurance companies, recipients of Social Security and Railroad Retirement benefits, 
those that are deemed to incur or continue indebtedness to acquire or carry tax-exempt obligations, and individuals 
otherwise eligible for the earned income tax credit.  The applicability and extent of these and other tax consequences 
will depend upon the particular tax status or other tax items of the owner of the Series 2018A Bonds.  Bond Counsel 
will express no opinion regarding those consequences. 

Purchasers of the Series 2018A Bonds at other than their original issuance at the respective price indicated 
on the inside front cover page of this Limited Offering Memorandum should consult their own tax advisors regarding 
other tax considerations such as the consequences of market discount. 

From time to time, there are legislative proposals suggested, debated, introduced or pending in Congress or 
in the State legislature that, if enacted into law, could alter or amend one or more of the federal tax matters, or State 
tax matters, respectively, described above including, without limitation, the excludability from gross income of interest 
on the Series 2018A Bonds, adversely affect the market price or marketability of the Series 2018A Bonds, or otherwise 
prevent the holders from realizing the full current benefit of the status of the interest thereon.  It cannot be predicted 
whether or in what form any such proposal may be enacted, or whether, if enacted, any such proposal would apply to 
the Series 2018A Bonds.  Prospective purchasers of the Series 2018A Bonds should consult their tax advisors as to 
the impact of any proposed or pending legislation. 

Bond Counsel’s opinions are based on existing law, which is subject to change.  Such opinions are further 
based on factual representations made to Bond Counsel as of the date thereof.  Bond Counsel assumes no duty to 
update or supplement its opinions to reflect any facts or circumstances that may thereafter come to Bond Counsel’s 
attention, or to reflect any changes in law that may thereafter occur or become effective.  Moreover, Bond Counsel’s 
opinions are not a guarantee of a particular result, and are not binding on the IRS or the courts; rather, such opinions 
represent Bond Counsel’s professional judgment based on its review of existing law, and in reliance on the 
representations and covenants that it deems relevant to such opinion. 

Original Issue Premium.  Certain of the Series 2018A Bonds (“Premium Bonds”) may be offered and sold to 
the public at a price in excess of their stated redemption price (the principal amount) at maturity (or earlier for certain 
Premium Bonds callable prior to maturity).  That excess constitutes bond premium.  For federal income tax purposes, 
bond premium is amortized over the period to maturity of a Premium Bond, based on the yield to maturity of that 
Premium Bond (or, in the case of a Premium Bond callable prior to its stated maturity, the amortization period and 
yield may be required to be determined on the basis of an earlier call date that results in the lowest yield on that 
Premium Bond), compounded semiannually (or over a shorter permitted compounding interval selected by the owner).  
No portion of that bond premium is deductible by the owner of a Premium Bond.  For purposes of determining the 
owner’s gain or loss on the sale, redemption (including redemption at maturity) or other disposition of a Premium 
Bond, the owner’s tax basis in the Premium Bond is reduced by the amount of bond premium that accrues during the 
period of ownership.  As a result, an owner may realize taxable gain for federal income tax purposes from the sale or 
other disposition of a Premium Bond for an amount equal to or less than the amount paid by the owner for that 
Premium Bond.  

Owners of Premium Bonds should consult their own tax advisers as to the determination for federal income 
tax purposes of the amount of bond premium properly accruable in any period with respect to the Premium Bonds and 
as to other federal tax consequences, and the treatment of bond premium for purposes of state and local taxes on, or 
based on, income. 
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Information Reporting and Backup Withholding.  Interest paid on tax-exempt bonds such as the Series 2018A 
Bonds is subject to information reporting to the IRS in a manner similar to interest paid on taxable obligations.  This 
reporting requirement does not affect the excludability of interest on the Series 2018A Bonds from gross income for 
federal income tax purposes.  However, in conjunction with that information reporting requirement, the Code subjects 
certain non-corporate owners of Series 2018A Bonds, under certain circumstances, to “backup withholding” at the 
rates set forth in the Code, with respect to payments on the Series 2018A Bonds and proceeds from the sale of 
Series 2018A Bonds.  Any amount so withheld would be refunded or allowed as a credit against the federal income 
tax of such owner of Series 2018 Bonds.  This withholding generally applies if the owner of Series 2018A Bonds (i) 
fails to furnish the payor such owner’s social security number or other taxpayer identification number (“TIN”), (ii) 
furnished the payor an incorrect TIN, (iii) fails to properly report interest, dividends, or other “reportable payments” 
as defined in the Code, or (iv) under certain circumstances, fails to provide the payor or such owner’s securities broker 
with a certified statement, signed under penalty of perjury, that the TIN provided is correct and that such owner is not 
subject to backup withholding.  Prospective purchasers of the Series 2018A Bonds may also wish to consult with their 
tax advisors with respect to the need to furnish certain taxpayer information in order to avoid backup withholding. 

Taxable Series 2018B Bonds 

Interest on the Series 2018B Bonds is not excludable from the gross income of the owners thereof for federal 
income tax purposes.  However, interest on the Series 2018B Bonds is exempt from taxable income for State of 
Arizona income tax purposes.  Bond Counsel will express no opinion as to any other tax consequences regarding the 
Series 2018B Bonds. 

Prospective purchasers who are not United States persons, as defined for federal tax purposes, may be subject 
to special rules and should consult their tax advisors. 

RATINGS 

Moody’s Investors Service, Inc. (“Moody’s”) has assigned the Bonds a rating of “Ba2”.  Such rating reflects 
only the view of Moody’s at the time such rating was issued, and neither the Issuer nor the Borrower makes any 
representation as to the appropriateness of the rating.  Any explanation of the significance of such rating may only be 
obtained from Moody’s.  The Current Charter Holder and the Borrower furnished to Moody’s information and 
materials relating to the Bonds and to the Borrower, certain of which information and materials have not been included 
herein.  Generally, rating agencies base their ratings on such information and materials and on investigations, studies 
and assumptions made by the rating agencies themselves.  The rating is not a recommendation to buy, hold or sell the 
Bonds.  There is no assurance that such rating will remain in effect for any given period of time or that such rating 
will not be revised downward or withdrawn entirely by Moody’s if, in its judgment, circumstances so warrant.  Any 
such downward revision or withdrawal of the rating can be expected to have an adverse effect on the market price or 
marketability of the Bonds.  The Borrower has undertaken to file notice of any formal change in any rating that relates 
to the Bonds that could affect the value of the Bonds.  See APPENDIX G – “FORM OF CONTINUING 
DISCLOSURE UNDERTAKING.” 

UNDERWRITING 

The Bonds will be purchased by Robert W. Baird & Co. Incorporated (the “Underwriter”).  The Underwriter 
has agreed to purchase the Bonds for compensation equal to $867,960.00, subject to the terms of a bond purchase 
agreement among the Issuer, the Borrower, the Current Charter Holder and the Underwriter (the “Bond Purchase 
Agreement”).  The Bond Purchase Agreement provides that the Underwriter shall purchase all Bonds if any are 
purchased, and that the obligation to make such purchase is subject to certain terms and conditions set forth in the 
Bond Purchase Agreement, the approval of certain legal matters by counsel and certain other conditions.  The initial 
offering price set forth on the inside front cover hereof may be changed from time to time by the Underwriter.  The 
Borrower and the Current Charter Holder have agreed under the Bond Purchase Agreement to indemnify the 
Underwriter and the Issuer against certain liabilities, including certain liabilities under federal and state securities 
laws.   
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CONTINUING DISCLOSURE 

Rule 15c2-12, promulgated by the Securities and Exchange Commission under the Securities Exchange Act 
of 1934, as amended, imposes continuing disclosure obligations on the issuers of certain state and municipal securities, 
or an obligated person for whom financial or operating data is presented in the final offering document, to permit 
participating underwriters to offer and sell the issuer’s securities.  In order to comply with the requirements of 
Rule 15c2-12, the Borrower will enter into a continuing disclosure undertaking, dated the date of the initial delivery 
of the Bonds.  See APPENDIX H – “FORM OF CONTINUING DISCLOSURE UNDERTAKING.” 

Neither the Borrower nor the Current Charter Holder has entered into any prior continuing disclosure 
undertakings. 

RELATIONSHIP AMONG THE PARTIES 

In connection with the issuance of the Bonds, the Underwriter is being represented by Squire Patton Boggs 
(US) LLP, the Issuer is being represented by Ryley Carlock & Applewhite, the Borrower is being represented by 
Ballard Spahr LLP, the Current Charter Holder is being represented by Snell & Wilmer L.L.P. and Engelman Berger, 
P.C. is acting as Bond Counsel.  In other transactions not related to the Bonds, each of these law firms has acted as 
bond counsel or represented the Issuer or the Underwriter or its affiliates, in capacities different from those described 
under “LEGAL MATTERS,” and there will be no limitations imposed as a result of the issuance of the Bonds on the 
ability of any of these firms to act as bond counsel or represent any of these parties in any future transactions.  Potential 
purchasers of the Bonds should not assume that any of the Issuer, the Current Charter Holder, the Borrower, the 
Underwriter or their respective counsel has not previously engaged in, is not currently engaged in or will not, after the 
issuance of the Bonds, engage in other transactions with each other or with any affiliates of any of them, and no 
assurances can be given that there are or will be no past or future relationship or transactions between or among any 
of these parties or these attorneys or law firms. 

LITIGATION 

There is no litigation pending against the Issuer or the Borrower to restrain or enjoin the issuance or delivery 
of the Bonds or questioning or affecting the legality of the Bonds or the proceedings and authority under which the 
Bonds are to be issued.  There is no litigation pending that in any manner questions the undertaking of the financing 
by the Borrower or the validity or enforceability of the Bond Indenture, the Loan Agreement, the Master Indenture, 
Obligation No. 1 or the Deeds of Trust. 

FINANCIAL STATEMENTS 

The Borrower as a newly formed entity does not have any audited financial statements.  The audited financial 
statements of the Current Charter Holder for the period ending June 30, 2018 and 2017 are included in this Limited 
Offering Memorandum in APPENDIX E.  These financial statements have been audited by Joel D. Huber, CPA, P.C., 
independent certified public accountants, to the extent and for the periods indicated in its reports thereon and are 
included herein with the express consent of the auditor.  The auditor has not been requested to review this Limited 
Offering Memorandum and has not done so.  The audited financial statements included in APPENDIX E hereto are 
for the Fiscal Years ended June 30, 2018 and 2017, and are the most recent audited financial statements available for 
the Current Charter Holder.  Such financial statements speak only as of that date and do not report any changes that 
might have occurred since June 30, 2018.  The Borrower is not is aware of any facts that would make such financial 
statements misleading or of any material change in the financial condition of the Current Charter Holder or the 
Borrower as of the date of this Limited Offering Memorandum.   

Copies of audits and any available interim financial statements are available upon request from the 
Underwriter prior to issuance of the Bonds and from the Borrower after issuance of the Bonds.   
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MISCELLANEOUS 

The Current Charter Holder and the Borrower have furnished the information in this Limited Offering 
Memorandum relating to the Current Charter Holder, the Borrower, the Pledged Schools and the Facilities, including 
the information in APPENDIX B, APPENDIX C and APPENDIX E (provided that the information furnished by the 
Current Charter Holder with respect to the Pledged Schools has been limited to the current and historical operations 
of the Pledged Schools). The Borrower has furnished the information in this Limited Offering Memorandum relating 
to the Borrower, and the Current Charter Holder has furnished the information in this Limited Offering Memorandum 
relating to the Current Charter Holder.  In addition, the Borrower has reviewed the information related to the plan of 
financing and related documents and information.  The Issuer has furnished only the information in this Limited 
Offering Memorandum under the headings “THE ISSUER” and “LITIGATION” (as it relates to the Issuer).  The 
Underwriter has furnished the information in this Limited Offering Memorandum with respect to the offering price of 
the Bonds and the information under the heading “UNDERWRITING.” 

All quotations from, and summaries and explanations of, the Act, the Bond Indenture, the Loan Agreement, 
the Master Indenture, the Deeds of Trust and other documents referred to herein do not purport to be complete, and 
reference is made to said law and documents for full and complete statements of their provisions.  Such documents 
are on file and available for inspection at the office of the Bond Trustee.  All references herein to the Bonds are 
qualified by the definitive forms thereof and the information with respect thereto contained in the Bond Indenture.  
This Limited Offering Memorandum shall not be construed as constituting an agreement with any purchaser of any 
Bond.  The cover page, introductory statement and the Appendices attached hereto are part of this Limited Offering 
Memorandum. 

ANY STATEMENTS MADE IN THIS LIMITED OFFERING MEMORANDUM INVOLVING 
MATTERS OF OPINION OR OF ESTIMATES, WHETHER OR NOT SO EXPRESSLY STATED, ARE SET 
FORTH AS SUCH AND NOT AS REPRESENTATIONS OF FACT, AND NO REPRESENTATION IS MADE 
THAT ANY OF THE ESTIMATES WILL BE REALIZED. 

OTHER THAN WITH RESPECT TO INFORMATION CONCERNING THE ISSUER CONTAINED 
UNDER THE HEADINGS “THE ISSUER” AND “LITIGATION,” AS SUCH INFORMATION RELATES TO THE 
ISSUER, NONE OF THE INFORMATION IN THIS LIMITED OFFERING MEMORANDUM HAS BEEN 
SUPPLIED OR VERIFIED BY THE ISSUER, AND THE ISSUER MAKES NO REPRESENTATION OR 
WARRANTY, EXPRESS OR IMPLIED, AS TO (I) THE ACCURACY OR COMPLETENESS OF SUCH 
INFORMATION; (II) THE VALIDITY OF THE BONDS; OR (III) THE FEDERAL INCOME TAX STATUS OF 
THE INTEREST ON THE BONDS OR THE STATE INCOME TAX STATUS OF INTEREST ON THE BONDS. 

The Borrower has approved the information contained herein. 

BENJAMIN FRANKLIN CHARTER SCHOOL – 
QUEEN CREEK,  
an Arizona nonprofit corporation, 

 By:    /s/ James Candland    
 Its:  President 
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APPENDIX A 

CHARTER SCHOOLS IN ARIZONA 

This APPENDIX summarizes certain provisions of the Charter School Act.  This APPENDIX provides a 
summary only and is for informational purposes only.  Potential investors should refer to and independently evaluate 
applicable provisions of the Charter School Act in their entirety, with assistance from counsel as necessary, for a 
complete understanding of their terms.  Potential investors should note that the provisions summarized below are 
subject to change, and this summary only pertains to certain aspects of currently existing law.  See “BONDHOLDERS’ 
RISKS – Funding and Future Changes to Charter School Laws” in the Limited Offering Memorandum. 

Charter School Finance 

General 

According to the Fiscal Year 2016-2017 Annual Report of the Arizona Superintendent of Public Instruction, 
dated January 9, 2018, the student Average Daily Membership (“ADM”) in Arizona charter schools has increased 
from 93,668 in the 2008-2009 school year to 179,669 in the 2016-2017 school year.  During the 2016-2017 school 
year, charter school students comprised approximately 16.4 percent of the State’s public school enrollment, up 
approximately 1.2 percent from the prior year. 

State Funding 

State payments for charter schools are a component of, and rely upon, the State’s budget.  In years before 
fiscal year 2008-2009 when the State experienced budget deficits, the State Legislature generally exempted K-12 
classroom spending from budget cuts.  During fiscal years 2008-2009 through 2012-2013, however, the State 
Legislature adopted budgets that included spending cuts to funding for K-12 education in order to address budget 
deficits resulting from the significant deterioration of economic conditions in the United States and the State.  The 
provisions of these budgets that directly affected charter school funding were lump sum reductions of the total 
Additional Assistance (as defined below) funding and reducing or eliminating the historical percentage increase in the 
base level support for public schools, including charter schools.   

In 2000, Arizona voters approved Proposition 301, a referendum that statutorily requires the State Legislature 
to make annual inflation adjustments to the base level support for K-12 education funding.  Because the State 
Legislature did not increase the base level support for three fiscal years during the economic downturn, several school 
districts, the Arizona Education Association, the Arizona School Boards Association and others filed suit against the 
State seeking a declaratory judgment that Proposition 301 (now Arizona Revised Statutes Section 15-901.01) requires 
the State Legislature to annually adjust the base level support for inflation.  After multiple years of litigation, the 
parties were ordered by the court to enter into mediation to negotiate a settlement.  In October 2015, the parties reached 
an agreement and the State Legislature enacted House Bill 2001 during a special legislative session, which (1) 
provided for a reset of the fiscal year 2015-2016 base level support to $3,600 (an increase in funding of $249 million), 
(2) implemented State Land Trust distributions to allow 6.9 percent distribution for ten years with all distributions and 
supplemental appropriations credited as fulfillment of Proposition 301 funding obligations, (3) implemented multiple 
triggers for suspending the Proposition 301 base level inflator and adjusting the State Land Trust distributions, (4) 
implemented supplemental (non-base level) general fund commitments (appropriating $50 million for five years 
starting with fiscal year 2015-2016 and $75 million for five years starting with fiscal year 2020-2021), (5) clarified 
that the State Legislature’s constitutional authority remains intact and is not limited by any of the changes to the State 
Constitution, and (6) conditionally enacted the entire package pending approval by the Arizona voters (“Proposition 
123”).  The Arizona voters approved Proposition 123 at a special election on May 17, 2016, which permitted the K-
12 education funding increases for fiscal year 2015-2016 and 2016-2017 to become law.  Under Proposition 123, 
funding growth for K-12 schools in the State will be contingent on economic growth, general fund spending and 
revenue performance and the State Land Trust balance.  Opponents of Proposition 123 filed a lawsuit in federal court 
challenging the validity of the Proposition.  On April 2, 2018, a federal judge ruled that the distributions from the 
Arizona State Land Trust authorized by Proposition 123 violated federal law and required prior Congressional 
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approval.  The court is still considering a remedy for the violation that could include repayment by the State of at least 
$344 million to the Arizona State Land Trust.  It is unknown at this time what remedies the court will impose, whether 
the State will appeal the ruling and/or imposition of any such remedies or whether the remedies will have any future 
impact on K-12 education funding.   

The following table shows historical levels of State allocation for charter schools.  See “BONDHOLDERS’ 
RISKS – Changes in Law; Annual Appropriation; Inadequate State Payments.”  The information has been obtained 
from information provided by the Arizona State Department of Education. 

State Allocation 

Fiscal Year     Base Level(1) Additional Assistance(2) 
  K-8 9-12 

2008-2009 $3,291.42 $1,474.16 $1,718.10 
2009-2010 3,267.72 1,588.44 1,851.30 
2010-2011 3,267.72 1,607.50(3) 1,873.52(3) 
2011-2012 3,267.72 1,621.97(4) 1,890.38(4) 
2012-2013 3,267.72 1,654.41(5) 1,928.19(5) 
2013-2014 3,326.54 1,684.19(5) 1,962.90(5) 
2014-2015 3,373.11 1,707.77(5) 1,990.38(5) 
2015-2016 3,600.00 1,734.92(6) 2,022.02(6) 
2016-2017 3,635.64 1,752.10(6) 2,042.04(6) 
2017-2018 3,683.27 1,775.05(6) 2,068.79(6) 
2018-2019 3,960.07 1,807.00(7) 2,106.03(7) 

    
(1) The base level amount is not a per pupil payment; charter schools receive this amount multiplied by an adjusted student count 

as described in “State Payments Calculation” below.    
(2) Additional Assistance, which can be spent by the charter school for any purpose, is paid on a per pupil basis.  The amount of 

Additional Assistance is statutorily prescribed as a set amount, which may only be changed through the legislative process.  
See Arizona Revised Statutes Section 15-185B.4. 

(3) The State budget for 2010-2011 included a lump-sum reduction of $10 million in the Additional Assistance funding for charter 
schools. 

(4) The State budget for 2011-2012 included a lump-sum reduction of $17.656 million in the Additional Assistance funding for 
charter schools. 

(5) The State budget for each of 2012-2013, 2013-2014 and 2014-2015 included a lump-sum reduction of $15.656 million in the 
Additional Assistance funding for charter schools. 

(6) The State budget for each of 2015-2016, 2016-2017 and 2017-2018 included, a lump sum reduction of $18.656 million in the 
Additional Assistance funding for charter schools. 

(7) The State budget for 2018-2019 includes (and phases out) the following lump sum reductions in the Additional Assistance 
funding for charter schools:  2018-2019, $13.6288 million; 2019-2020, $10.2216 million; 2020-2021, $6.8144 million; 2021-
2022, $3.4072 million; and 2022-2023 and each fiscal year thereafter, $0.00. 

 
 

Charter schools and traditional public schools operated by school districts (“District Schools”) are paid based 
on the number of students educated.  The Arizona Department of Education (“ADE”) adjusts the payments based upon 
the number and type of students attending each school.  Charter schools receive payments based upon current-year 
student count, and, in general, District Schools receive payments based on a prior year student count.  Both types of 
schools have the same fiscal year, July 1 to June 30.  The formulas used to calculate actual per-pupil funding are very 
similar for both charter schools and District Schools.  However, charter schools have two additional student reporting 
requirements.  Charter schools project student attendance each June for their first three monthly payments, and then 
an actual counting of students occurs periodically thereafter, as described below, to enable the ADE to adjust their 
remaining monthly payments to reflect a “current-year” student count. 

Charter schools must report enrollment figures (absences, new enrollments, withdrawals, changes in grade, 
etc.) in electronic form through ADE’s Student Accountability Information System (“SAIS”) within 20 days after the 
first day of the school year and no less frequently than every 20 school days thereafter.  In addition, charter schools 
must report September enrollment outside the SAIS reporting during a pre-determined week in September.  This 
headcount enables the ADE to adjust payments made in August, September and October that had been based on the 
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June projected enrollment, to a current-year headcount.  The November payments to charter schools reflect these 
adjustments.  Fortieth and one-hundredth day ADM counts are calculated by SAIS.  These counts are available to the 
public on the Internet at www.ade.az.gov/districts.  Adjustments are made for each reporting requirement so that each 
one-twelfth monthly apportionment reflects the most accurate student count possible.  If a school’s enrollment goes 
down, it may not receive a payment one month or it may receive a reduced payment.  If a school’s enrollment increases, 
it will receive a larger payment during one or more subsequent months so that the school receives accurate funding 
amounts by the end of the fiscal year.  Charter schools also submit a year-end enrollment form. 

Charter schools also complete a 200-day ADM calculation if they are providing at least 200 days of 
instruction.  (Schools conducting at least 200 days of instruction can have 5 percent added to their base equalization 
amount.)  Payment adjustments made as a result of the 200-day count will be made in the following September or 
October. None of the Pledged Schools currently are, or, unless there is a change in law, will be, offering a school year 
equal to or exceeding 200 days. 

Charter School Monthly Payments 

    
(a) Payments for August through May are made on the first business day of the month and for June are made on the 

first business day and the last business day of the month, respectively. 

Charter schools generally submit special education census numbers in December and February of each year, 
similar to District Schools.  Because a school receives additional money for each special education student and this 
money is part of the monthly apportionments, the charter school forecasts special education enrollment in June, and 
payment adjustments as a result of the two official census counts are made in January and March. 

Calculating State Funding 

Charter schools calculate their base support level similarly to District Schools.  Both types of public schools 
use a similar worksheet for determining base support level and a weighted student count.  This means that both charter 
schools and District Schools receive the same amount of funding for a hearing impaired child or a K-3 grade student, 
or if they serve less than 99 students.  Funding also is weighted based on the size of the school.  The major differences 
in revenue calculations between charter schools and District Schools are found in the area of capital, or for charter 
schools, in “Additional Assistance.” 

Charter schools and District Schools were put on distinctly separate paths for the calculation of capital 
assistance with the 1998 passage of Students FIRST legislation in the State.  Students FIRST resulted in the payment 
of approximately $300-400 new dollars per child to charter schools in lieu of capital assistance.  Students FIRST also 
gave charter schools increased flexibility in how they spend their money, essentially making their money fungible.  
Beginning in fiscal year 1999-2000, charter schools receive per pupil “Additional Assistance” equal to the amounts 
set forth under “State Allocation” above.  This Additional Assistance funding for charter schools consolidates amounts 
previously paid for capital outlay revenue limit, capital levy revenue limit, transportation and capital assistance.  
Charter school revenue may be spent in any manner that a charter school deems appropriate; charter school revenue 

Month (a) Percent of Annual Revenue Paid Payment Determination (typical) 

August 1/12 June estimates 
September 1/12 July estimates 

October 1/12 August estimates 
November 1/12 September headcount 
December 1/12 September headcount 
January 1/12 40th day count 

February 1/12 40th day count 
March 1/12 40th day count 
April 1/12 100th day count 
May 1/12 100th day count 
June 1/12 100th day count 
June 1/12 100th day count 
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does not come with categorical “strings.”  Prior to Students FIRST, and still in District Schools, revenue was generated 
based on categories of funding, and revenue generally only could be spent within those categories. 

State Payments Calculation  

The principal revenue source of the Borrower is, or will be, State Payments paid as set forth above.  The 
funds received from the State are paid on a per pupil basis and are generated by enrollment, with adjustments in 
payments made during each year based on designated dates for counting students enrolled.  The actual amount for that 
year is determined by adding the amount of the statutorily set base support level and the Additional Assistance for 
such year and requires a number of formula driven calculations using the Uniform System of Financial Records for 
Charter Schools (“USFRCS”), which is regulated by the State Auditor General. 

For example, for each fiscal year, the ADE uses the following methodology to determine the amount of State 
payments a charter school will receive based on the 40th or 100th day student count: 

(a) The 40th (or 100th day, as applicable) ADM actual student count is utilized as the official student 
count for calculation purposes (“Student Count”). 

(b) A Support Level Weight is calculated for each charter school depending on the grade level and the 
Student Count. 

(c) The Student Count is then multiplied by the Support Level Weight to determine the Weighted 
Student Count, and Add-Ons to the Weighted Student Count are then calculated.  (Add-Ons are formula driven 
calculations reflecting generally the number of children with disabilities or limited English proficiency in the student 
body population.)  The Weighted Student Count plus Add-Ons is multiplied by the base level amount to determine 
the Base Support Level. 

(d) To the Base Support Level, the applicable Additional Assistance is added, which is derived by 
multiplying the Student Count by a specific statutory amount, depending on the grade level. 

(e) A charter school receives as State payments the sum of the Base Support Level (as calculated in (c) 
above) and the Additional Assistance (as calculated in (d) above), plus certain minor positive adjustments for audit 
costs, or if the charter school offered 200 days of instruction.  A charter school’s State payments also could be reduced 
for moneys received by the charter school from federal or State agencies for basic maintenance and operation of the 
charter school. 

Results-Based Funding 

In 2017, the State Legislature enacted Arizona Revised Statutes Section 15-249.08 to establish a new fund 
entitled the Results-Based Funding Fund (the “RBFF”), which is administered by the ADE.  Monies in the RBFF are 
continuously appropriated.  Schools with less than 60 percent of students eligible for free or reduced-price lunch 
(“FRPL”) will receive $225 per pupil from the RBFF if the school’s AzMerit test scores are within the top 10 percent 
of all schools in the State.  Schools with 60 percent or more FRPL-eligibility will receive $400 per student if the 
school’s AzMerit test scores are among the top 10 percent compared to other schools with 60 percent or more FRPL-
eligibility.  Monies in the RBFF must be used by District Schools or charter schools to enhance, expand or replicate 
the school site that received results-based funding.  Replication includes adding student capacity at the awarded school, 
using resources at a different school in the district (or charter school system) to sustain or accelerate academic growth, 
mentoring other schools and school leaders to replicate the model of an awarded school or to provide other school 
improvement supports or physically expanding an awarded school at a different location.  The majority of the results-
based funding must be expended on teacher salaries, hiring of additional teachers and teacher professional 
development.  Beginning in fiscal year 2018-2019, schools will be required to have received a letter grade of “A” 
under the A through F letter grade system to receive results-based funding.  See “Key Elements in the Charter School 
Statutes – School Accountability; Letter Grade System; School Improvement Plans; Withholding of State Monies 
(A.R.S. Sections 15-241 and 15-241.02)” in this APPENDIX A. 
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Federal Funding 

Non-profit charter school students are treated similarly to other public school students for the purpose of 
eligibility for federal entitlement programs.  These federal programs include School-to-Work, Migrant Education, 
Special Education and traditional Title I.  Charter schools, regardless of their sponsoring entity (discussed in this 
APPENDIX A under “Key Elements in the Charter School Statute”), apply directly to the State or the federal 
department of education for these types of programs, depending on which entity administers the program.  Eligibility 
in income-sensitive programs is determined by eligibility for the National School Lunch Program.  All charter schools 
collect this information each fall, and new schools receive their federal money the following May.  Following the first 
year of operation, charter schools may use the prior year’s count to project program eligibility, and actual count 
adjustments are made each May. 

Revenue Sources 

Charter schools must categorize their revenue and expenditures by source – either federal, State, local or 
intermediate.  Charter schools receive the majority of their funding from the State’s General Fund.  According to the 
fiscal year 2016-2017 Annual Report of the Arizona Superintendent of Public Instruction, charter schools received 
84.66 percent of their revenue from the State, 7.12 percent from federal sources, 8.08 percent from local sources and 
0.15 percent from intermediate sources during the 2016-2017 school year. 

Classroom Site Fund/Instructional Improvement Fund 

In June 2000, the State Legislature enacted Arizona Revised Statutes Section 15-977, which created the 
Classroom Site Fund (“CSF”) to provide funding to school districts and charter schools for designated purposes.  The 
CSF is funded, in part, by funds from a 0.60 percent sales tax for educational purposes that was authorized by voters 
at a statewide election in November 2000 to be levied and collected until June 30, 2021.  The ADE administers the 
CSF and allocates CSF funds to District Schools and charter schools based on student count and other factors specified 
by statute.  A school district governing board or charter school must spend moneys from the CSF “for use at the school 
site” and “may not supplant existing school site funding with revenues from the fund.”  Each school district or charter 
school must allocate funding from the CSF according to statutory parameters as follows: 

• 40 percent of the funds must be used “for teacher compensation increases based on performance and 
employment related expenses.” 

• 40 percent of the funds must be used for “maintenance and operations purposes,” which are defined as 
class size reduction, teacher compensation increases, Arizona Instrument to Measure Standards 
(“AIMS”) intervention programs, teacher development, dropout prevention programs, and teacher 
liability insurance premiums. 

• 20 percent of the funds must be used for “teacher base salary increases and employment related 
expenses.” 

To determine the “maintenance and operations purposes” for which CSF funds will be allocated, school 
district governing boards and charter schools must “request from the school’s principal each school’s priority” for 
such an allocation.  The statute further requires that “the district governing board or charter school shall allocate the 
CSF moneys to include, wherever possible, the priorities identified by the principals of the schools while assuring that 
the funds maximize classroom opportunities and conform to the authorized expenditures.” 

In addition to the funds provided by Arizona Revised Statutes Section 15-977, the State Legislature enacted 
Arizona Revised Statutes Section 15-979 to provide an additional fund entitled the Instructional Improvement Fund 
(the “IIF”), which is not subject to appropriation.  The ADE pays the moneys in the IIF to District Schools and charter 
schools.  Each District School and charter school may use up to 50 percent of its IIF moneys for teacher compensation 
increases and class size reduction in accordance with the CSF allocations.  The balance of the IIF moneys must be 
utilized for drop-out prevention programs and instructional improvement programs including programs to develop 
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minimum reading skills for students by the end of third grade.  IIF moneys are paid at varying intervals through the 
same process as the payment of the CSF moneys. 

In calculating funds available to the Obligated Group (initially only the Borrower) to meet its obligations 
with respect to the Obligations, initially only Obligation No. 1 and, in turn, the Loan Agreement, it has been assumed 
that any revenues received from the CSF or IIF will be fully offset by statutorily allowable expenses and will not be 
available to make payments due under the Loan Agreement and debt service on the Bonds.  Under their respective 
statutes, neither CSF nor IIF revenues may be pledged as Pledged Revenues. 

Key Elements in the Charter School Statutes 

Definition of Charter School (A.R.S. Sections 15-101 and 15-181) 

A charter school is a public school established by contract with its sponsor to provide a learning environment 
that will improve pupil achievement.  Charter schools provide additional academic choices for parents and pupils.  
Charter schools may consist of new schools or all or any portion of an existing school.  Charter schools are public 
schools that serve as alternatives to traditional public schools, and charter schools are not subject to the requirements 
of Article XI, Section 1 of the State Constitution (relating to the establishment and maintenance of a general and 
uniform public school system) or Chapter 16 of Title 15, Arizona Revised Statutes (relating to school capital finance 
and certain minimum school facility adequacy standards). 

Arizona State Board for Charter Schools (A.R.S. Section 15-182) 

The ASBCS has been established and consists of members specified by law representing specific bodies or 
constituencies.  The ASBCS exercises general supervision over charter schools sponsored by the ASBCS, 
recommends legislation pertaining to charter schools, grants charter status to qualifying applicants, adopts rules and 
policies governing school operations, and undertakes related administrative matters. 

Applicants for Charter Schools (A.R.S. Section 15-183B) 

The applicant seeking to establish a charter school may be a public body, a private person or a private 
organization.   

The Charter Application (A.R.S. Section 15-183A) 

The charter application shall include a detailed educational plan, a detailed business plan, a detailed 
operational plan and any other materials required by the sponsor.   

Sponsors of Charter Schools and Performance Framework (A.R.S. Sections 15-183C and 15-183R) 

The sponsor of a charter school may be the State Board of Education, the ASBCS, a university under the 
jurisdiction of the Arizona Board of Regents, a community college district or a group of community college districts. 

The sponsor of a charter school shall have oversight and administrative responsibility for the charter schools 
that it sponsors.  In implementing its oversight and administrative responsibilities, the sponsor shall ground its actions 
in evidence of the charter holder’s performance in accordance with the performance framework adopted by the 
sponsor.  The performance framework shall include: (1) the academic performance expectations of the charter school 
and the measurement of sufficient progress toward the academic performance expectations; (2) the operational 
expectations of the charter school, including adherence to all applicable laws and obligations of the charter contract; 
(3) the financial expectations of the charter school; and (4) intervention and improvement policies. 

Charter School Requirements (A.R.S. Section 15-183E) 

The charter contract shall ensure that the charter school: is in compliance with federal, State and local rules, 
regulations and statutes pertaining to health, safety, civil rights and insurance; is nonsectarian in its programs, 
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admission policies and employment practices and all other operations; provides a comprehensive education program 
of instruction for at least a kindergarten program or any grade between one and twelve, but may emphasize a specific 
learning philosophy or style or certain subject area; designs a method to measure pupil progress toward pupil outcomes 
adopted by the State Board of Education, and the completion of an Annual Report Card; is subject to certain financial 
requirements, including the USFRCS, Procurement Rules and Audit Requirements; is in compliance with all federal 
and state laws relating to the education of children with disabilities; provides for a governing body for the charter 
school that is responsible for the policy decisions of the charter school; and provides a minimum of 180 instructional 
days before June 30 of each fiscal year unless it is operating on an alternative calendar approved by its sponsor.  A 
charter school is exempt from all statutes and rules pertaining to schools, governing boards and school districts except 
as provided in Arizona Revised Statutes Section 15-181 et seq. or its charter. 

Pupil Admission Requirements (A.R.S. Section 15-184) 

A charter school shall enroll all eligible pupils who submit a timely application, unless the number of 
applications exceeds the capacity of a program, class, grade level or building.  A charter school shall give enrollment 
preference to pupils returning to the charter school in the second or any subsequent year of its operation and to siblings 
of pupils already enrolled in the charter school.  A charter school may give enrollment preference to children who are 
in foster care or meet the definition of “unaccompanied youth” prescribed in the McKinney-Vento Homeless 
Assistance Act (42 U.S.C. § 1143-4a).  A charter school may give enrollment preference to and reserve capacity for 
pupils who are children, grandchildren and legal wards of employees of the school, employees of the charter holder, 
members of the governing body of the school or directors, officers, partners or board members of the charter holder 
or a pupil who attended another charter school or the siblings of that pupil if the charter school previously attended by 
the pupil has the identical charter holder, board and governing board membership as the enrolling charter school or is 
managed by the same educational management organization, charter management organization or educational service 
provider as determined by the charter authorizer.  If remaining capacity is insufficient to enroll all pupils who submit 
a timely application, the charter school shall select pupils through an equitable selection process such as a lottery 
except that preference shall be given to siblings of a pupil selected through an equitable selection process such as a 
lottery. 

A charter school shall not limit admission based on ethnicity, national origin, gender, income level, disabling 
condition, proficiency in the English language or athletic ability. 

A charter school may limit admission to pupils within a given age group or grade level. 

A charter school may provide instruction to pupils of a single gender with the approval of the sponsor of the 
charter school. 

A charter school may refuse to admit any pupil who has been expelled from another educational institution 
or who is in the process of being expelled from another educational institution. 

Budgeting (A.R.S. Sections 15-185 and 15-905) 

Charter schools must prepare a proposed budget each fiscal year on budget forms prescribed by the Office of 
the State Auditor General and the ADE, which include all information required by Arizona Revised Statutes.  The 
charter school budget forms are reviewed annually and revised for legislative and other changes.  The forms are issued 
in a USFRCS Memorandum with detailed instructions on preparing and adopting the budget. 

Not later than July 5 or the date of publication of the notice of public hearing and board meeting described 
below, a charter school must submit the proposed budget in electronic form to the State Superintendent of Public 
Instruction and to the ADE, which information is required to be prominently displayed on the website maintained by 
the ADE.  If the charter school maintains a website, the charter school must post a link to the ADE website where the 
charter school’s proposed budget is posted.  The proposed budget and a summary of the proposed budget must be kept 
on file at the school and made available to the public upon request. 
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The governing board of a charter school is required to prepare a notice fixing a time not later than July 15 
and designating a public place at which a public hearing and board meeting considering the proposed budget will be 
held.  The charter school must publish a copy of its proposed budget or the summary of the proposed budget and the 
notice of the public hearing and meeting no later than ten days before the meeting.  Notification shall be either by 
publication in a newspaper of general circulation or by electronic transmission to the ADE for posting on the ADE 
website.  The charter school must file an affidavit of publication, if any, with the State Superintendent of Public 
Instruction within 30 days after publication.  If the proposed budget or summary of the proposed budget and notice 
are posted on the ADE website, the charter school must file an affidavit with the State Superintendent of Public 
Instruction within 30 days after the date that the information is posted on the ADE website. 

The governing board members shall hold the public hearing at the time and place designated in the notice.  
The purpose of the public hearing is to present the proposed budget publicly to all those present at the hearing.  Any 
person may request the governing board to explain the budget or any item therein and may protest the inclusion of any 
item in the proposed budget. 

Immediately following the public hearing, the president of the governing board shall call to order the special 
board meeting to adopt the proposed budget.  The budget must be recorded in the board minutes.  The governing board 
must submit the adopted budget to the State Superintendent of Public Instruction no later than July 18. 

Charter schools may revise their adopted budgets during the fiscal year, provided all revisions are completed 
by May 15.  If a charter school has overestimated its student count, it must revise its budget before May 15.  If a 
charter school has underestimated its student count it may revise its budget before May 15.  If a school receives federal 
or State grants, or other miscellaneous receipts that were not included in its adopted budget, the charter school may 
revise its adopted budget to include the additional moneys received. 

Charter Term; Nonrenewal or Revocation of a Charter (A.R.S. Sections 15-183I and 15-183J) 

The charter is effective for 15 years from the first day of the fiscal year as specified in the charter.  At least 
15 months before expiration of the charter, the charter school may apply for renewal of its charter.  A sponsor shall 
give written notice of its intent not to renew the charter school’s request for renewal to the charter school at least 12 
months before the expiration of the charter.  The sponsor shall make data used in making renewal decisions available 
to the charter school and the public and shall provide a public report summarizing the evidence basis for each decision.  
The sponsor may deny the request for renewal if, in its judgment, the charter holder has failed to do any of the 
following: (a) meet or make sufficient progress toward the academic performance expectations set forth in the 
performance framework; (b) meet the operational performance expectations set forth in the performance framework 
or any improvement plans; (c) meet the financial performance expectations set forth in the performance framework or 
any improvement plans; (d) complete the obligations of the charter contract; or (e) comply with Article 8 of Title 15 
of the Arizona Revised Statutes (relating to operation of charter schools) or any provision of law from which the 
charter school is not exempt.  A sponsor shall review a charter at five year intervals using a performance framework 
adopted by the sponsor and may revoke a charter at any time if the charter school breaches one or more provisions of 
its charter or if the sponsor determines that the charter holder has failed to do any of the following: (a) meet or make 
sufficient progress toward the academic performance expectations set forth in the performance framework; (b) meet 
the operational performance expectations set forth in the performance framework or any improvement plans; (c) meet 
the financial performance expectations set forth in the performance framework or any improvement plans; or (d) 
comply with Article 8 of Title 15 of the Arizona Revised Statutes (relating to operation of charter schools) or any 
provision of law from which the charter school is not exempt.  In determining whether to renew or revoke a charter 
holder, the sponsor must consider making sufficient progress toward the academic performance expectations set forth 
in the sponsor’s performance framework as one of the most important factors.  At least 60 days before the effective 
date of the proposed revocation, the sponsor shall give written notice to the operator of the charter school of its intent 
to revoke the charter.  Notice of the sponsor’s intent to revoke the charter shall be delivered personally to the operator 
of the charter school or sent by certified mail, return receipt requested, to the address of the charter school.  The notice 
shall incorporate a statement of reasons for the proposed revocation of the charter.  The sponsor shall allow the charter 
school at least 60 days to correct the problems associated with the reasons for the proposed revocation of the charter.  
The final determination of whether to revoke the charter shall be made at a public hearing called for such purpose. 
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After renewal of the charter at the end of the 15-year period described above, the charter may be renewed for 
successive periods of 20 years. 

Charter Amendment (A.R.S. Section 15-183G) 

The charter contract of a charter school may be changed at the request of the governing body of the charter 
school and on the approval of the sponsor.   

Charter schools that are sponsored by the Arizona State Board of Education or the ASBCS can change their 
charters through an amendment or a notification of change process.  A charter school may submit an amendment 
request to the ASBCS accompanied by a copy of the action of the charter school’s governing board approving the 
amendment. 

Charter contracts must be amended for the following changes: 

 • Change in legal status, ownership or name of the operating entity  

 • Changes in instructional methodology and/or delivery that affects the emphasis, program of 
instruction or mission 

 • Changes in grade levels served 

 • Changes to school mission/description 

 • Changes in the school calendar involving the number of days of instruction 

 • USFRCS exceptions  (This change will not be granted to schools sponsored by the Arizona State 
Board of Education.) 

 • Procurement exceptions (This change will not be granted to schools sponsored by the Arizona State 
Board of Education.) 

A charter school cannot implement action described by a notification of change until representatives of both 
parties sign the notification.  The president of the sponsor or the president’s designee may require in his or her sole 
discretion that a notification be submitted to the ASBCS for approval. 

The following charter contracts provision may be changed through the notification process: 

 • Name, address and phone number of school contact as identified in the contract 

 • Signing authority for the school or corporation 

 • Changes in directors of the corporate entity or members or manager of a limited liability company 

 • Changes in governing board members  

 • Change in school name 

 • Changes in school location (changes of site and/or adding sites) 

 • Changes in student enrollment capacity 
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School Accountability; Letter Grade System; School Improvement Plans; Withholding of State Monies (A.R.S. 
Sections 15-241 and 15-241.02) 

The ADE compiles an annual achievement profile that is used to determine a standard measurement of 
acceptable academic progress for each public school and local education agency.  The annual achievement profile 
includes (1) multiple measures of academic performance or other academically relevant indicators of school quality 
appropriate to assess educational impact of a school, (2) academic progress on statewide assessments in English 
language arts and mathematics, (3) academic progress on the English language learner assessments, (4) for schools 
offering instruction in any of grades 9 through 12, progress toward college and career readiness, (5) academic progress 
or assessments, and (6) other relevant indicators of school quality that assess a school’s educational impact.  Each 
school and local education agency will be classified based on an A through F letter grade system in which a letter 
grade of “A” reflects an excellent level of performance and a letter grade of “F” reflects a failing level of performance.1  
The school accountability statutes require schools with a letter grade of “D” or “F” to take certain remedial measures, 
including developing and submitting a school improvement plan.  If a charter school fails to take the necessary 
remedial actions, it may be ineligible to receive monies from the CSF or may have its charter revoked.  The school 
classifications are made available to the public.  See APPENDIX B - “THE BORROWER, THE FACILITIES AND 
THE PLEDGED SCHOOLS –THE BORROWER AND THE PLEDGED SCHOOLS – Arizona Standardized Testing 
and Accountability” for specific results of the Pledged Schools. 

School Report Cards (A.R.S. Section 15-746) 

Each charter school shall distribute an annual report card that contains at least the following information: 

1. A description of the school’s regular, magnet and special instructional programs. 

2. A description of the current academic goals of the school. 

3. A summary of the results achieved by pupils enrolled at the school during the prior three school 
years as measured by the AIMS test and the nationally standardized norm-referenced achievement test as designated 
by the State Board of Education and a summary of the pupil progress on an ongoing and annual basis, showing the 
trends in gain or loss in pupil achievement over time in reading, language arts and mathematics for all years in which 
pupils are enrolled in the school district for an entire school year and for which this information is available and a 
summary of the pupil progress for pupils not enrolled in a district for an entire school year. 

4. The attendance rate of pupils enrolled at the school as reflected in the school’s average daily 
membership. 

5. The number of incidents that occurred on the school grounds, at school bus stops, on school buses 
and at school-sponsored events and that required the contact of local, State or federal law enforcement. 

6. The percentage of pupils who have either graduated to the next grade level or graduated from high 
school. 

7. A description of the social services available at the school site. 

8. The school calendar including the length of the school day and hours of operations. 

9. The total number of pupils enrolled at the school during the previous school year. 

10. The transportation services available. 

                                                           
1  The State embargoed school letter grades following the 2013-2014 school year to permit the introduction of the 

AzMERIT assessments.  The State reimplemented the use of the letter grade accountability system in the fall of 
2017. 
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11. A description of the responsibilities of parents of children enrolled at the school. 

12. A description of the responsibilities of the school to the parents of the children enrolled at the school 
including dates the report cards are delivered to the home. 

13. A description of the composition and duties of the school council if such a school council exists. 

14. For the most recent year available, the average current expenditure per pupil for administrative 
functions compared to the predicted average current expenditure per pupil for administrative functions according to 
an analysis of administrative cost data by the joint legislative budget committee staff. 

15. If the school provides instruction to pupils in kindergarten programs and grades one through three, 
the ratio of pupils to teachers in each classroom where instruction is provided in kindergarten programs and grades 
one through three. 

16. The average class size per grade level for all grade levels kindergarten through grade eight.  For the 
purposes of this paragraph “average class size” means the weighted average of each class. 

The ADE shall develop a standardized report card and shall modify the standardized report card as necessary 
on an annual basis.  The ADE shall distribute to each school in the State a copy of the standardized report card that 
includes the required test scores for each school.  Additional copies of the standardized report card shall be available 
on request. 

After each charter school has completed the report card distributed to it by the ADE, the charter school shall 
send a copy of the report card to the ADE.  The ADE shall prepare an annual report that contains the report card from 
each charter school in the State.  Such report is available to the public on the ADE’s website at www.ade.state.az.us 
under the “AZ School Report Cards” link. 

The charter school shall distribute report cards to parents of pupils enrolled at the school, no later than the 
last day of school of each fiscal year, and shall present a summary of the contents of the report cards at an annual 
public meeting held at the school.  The school shall give notice at least two weeks before the public meeting that 
clearly states the purposes, time and place of the meeting. 

Charter Schools Stimulus Fund (A.R.S. Section 15-188) 

The charter schools stimulus fund is established for the purpose of providing financial support to charter 
school applicants and charter schools for start-up costs and costs associated with renovating or remodeling existing 
buildings and structures.  The fund consists of monies appropriated by the State Legislature and grants, gifts, devises 
and donations from any public or private source.  The ADE shall administer the fund. 

Vacant Buildings and Used Equipment (A.R.S. Section 15-189) 

The School Facilities Board, in conjunction with the Arizona Department of Administration, shall annually 
publish a list of vacant and unused buildings or portions of buildings that are owned by the State or by school districts 
in the State that may be suitable for the operation of a charter school.  If a school district decides to sell or lease a 
vacant and unused building or a vacant and unused portion of a building, the school district may not prohibit a charter 
school from negotiating to buy or lease the property in the same manner as other potential buyers or lessees.  A school 
district may sell used equipment to a charter school before the school district attempts to sell or dispose of the 
equipment by other means. 

Arizona Public School Credit Enhancement Program (A.R.S. Sections 15-2141 and 15-251 et. seq.) 

In 2016, the State of Arizona Legislature passed Title 15, Chapter 16, Article 11, Arizona Revised Statutes, 
as amended (the “Enhancement Program Act”), which established the Arizona Public School Credit Enhancement 
Program (the “Enhancement Program”). The Enhancement Program is administered by the Arizona Credit 
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Enhancement Eligibility Board (the “CEB”). The CEB is authorized under the Enhancement Program Act to operate 
the Arizona Public School Credit Enhancement Fund (the “Enhancement Fund”), which has been funded at a fixed 
and limited amount of $100 million, and use moneys therefrom to guarantee payments of regularly scheduled principal 
and interest payments on no more than $350 million of Guaranteed Financings. A “Guaranteed Financing” is a debt 
obligation issued by or on behalf of a public district school or a public charter school in the State (each a “public 
school”) to acquire, construct, renovate, equip, refinance or improve capital facilities and for which the CEB has 
approved a guarantee of all or a portion of the principal and interest payments pursuant to the Enhancement Program.  
Only an Achievement District School is eligible to apply for approval of a Guaranteed Financing. An “Achievement 
District School” must meet certain eligibility requirements under State law related to the school’s performance, 
academic outcomes, enrollment statistics, financial soundness and community involvement, and apply to the CEB for 
approval of such designation.
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APPENDIX B 

THE BORROWER, THE FACILITIES AND THE PLEDGED SCHOOLS 

INTRODUCTION 

General 

Benjamin Franklin Charter School-Queen Creek (the “Borrower”) is an Arizona nonprofit corporation 
incorporated on May 25, 2018. The Borrower has applied for a determination from the Internal Revenue Service that 
it is exempt from federal taxation as an organization described in Section 501(c)(3) of the Internal Revenue Code of 
1986, as amended (the “Code”).   

The Borrower will be using a portion of the proceeds of the Bonds (as defined below) to acquire the land, 
facilities, improvements, furniture, fixtures and equipment which comprise campuses located at 22120 E. Queen 
Creek Road, Queen Creek, Arizona, 1475 S. Val Vista Drive, Gilbert, Arizona, 22951 S. Power Road, Queen Creek, 
Arizona and 18864 E. Germann Road, Queen Creek, Arizona, containing collectively about 234,614 square feet 
(collectively, the “Existing Facilities”) from LBE Investments, Ltd. (“LBE”), a property holding and management 
company, which is an affiliate of Benjamin Franklin Charter Schools, Ltd., an Arizona corporation organized on 
June 12, 1995 (the “Current Charter Holder”), and from the Current Charter Holder, as described below. 

The Current Charter Holder has been operating the charter schools in the State since September, 1995. The 
Current Charter Holder currently operates the following charter schools (collectively, the “Pledged Schools” or 
“BFCS”) for the grades indicated pursuant to a charter school contract (the “Charter Contract”) with the Arizona 
State Board for Charter Schools (the “ASBCS”) dated as of September 5, 1995, which was renewed effective July 1, 
2011 through June 30, 2031: 

 
School Name Grades Served 

Benjamin Franklin Charter School - Crismon  (the “Crismon School”) K-6 
Benjamin Franklin Charter School - Gilbert (the “Gilbert School”) K-6 
Benjamin Franklin Charter School - Power (the “Power School”) K-6 
Benjamin Franklin High School (the “High School”) 7-12 

 
On September 10, 2018, the ASBCS approved the transfer of the Charter Contract from the Current Charter 

Holder to the Borrower contingent upon and effective as of the closing of the Bonds, with no other revisions to the 
terms of the Charter Contract.  To provide for a smooth transition and the continuity of the current operations, upon 
the closing of the Bonds, the contracts for all management and staff of the Current Charter Holder are expected to be 
transferred to the Borrower.  

The Current Charter Holder currently leases the campuses for all four Pledged Schools from LBE. 

The current operating and historical information regarding BFCS presented in this Appendix B has 
been provided by the Current Charter Holder.  The Borrower has reviewed and approved the inclusion of such 
information and believes it to be accurate and reasonable in all material respects.  The Borrower has no prior 
history in operating, and will not operate, any charter schools until the issuance and delivery of the Bonds.  

The Project 

The Project (as defined below) and the Bonds relate to the Facilities (as defined below).  Only the 
payments to be made by the Borrower and the real or personal property comprising the Facilities are pledged 
as security for the Obligations, including Obligation No. 1 (as defined below) and, in turn, the Bonds.  No 
other revenues or property of the Borrower will secure the Bonds. 
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The Borrower has received authorization from The Industrial Development Authority of the County of 
Maricopa (the “Issuer”) to issue its Education Revenue Bonds (Benjamin Franklin Charter School Project), 
Series 2018A and Education Revenue Bonds (Benjamin Franklin Charter School Project), Taxable Series 2018B 
(together, the “Bonds”) in an aggregate principal amount of $72,330,000, and will loan the proceeds from the Bonds 
to the Borrower (the “Loan”) under a Loan Agreement, to be dated as of December 1, 2018 (the “Loan Agreement”). 
The Borrower will use the proceeds of the Loan, in part, to: (i) acquire the Existing Facilities; (ii) construct, improve 
and equip the Additional Facilities (defined below); (iii) fund a debt service reserve fund for the Bonds; (iv) fund 
capitalized interest; and (v) pay the costs incurred in connection with the authorization, issuance and sale of the 
Bonds (collectively, the “Project”). 

The real property and fixtures portions of the Existing Facilities will be acquired by the Borrower from 
LBE pursuant to a purchase and sale agreement to be execute at or prior to the closing of the Bonds.  The furniture 
and equipment of the Existing Facilities will be acquired by the Borrower from the Current Charter Holder pursuant 
to an asset acquisition agreement to be executed at or prior to the closing of the Bonds. 

Pledge and Security 

To secure its payment obligations under the Loan Agreement and, in turn, debt service on the Bonds, the 
Borrower, as Obligated Group Representative, will issue Benjamin Franklin Charter Schools Obligation No. 1A and 
Benjamin Franklin Charter Schools Obligation No. 1B (together, “Obligation No. 1”), pursuant to the Master 
Indenture of Trust, as supplemented by Supplemental Master Indenture for Obligation No. 1, both to be dated as of 
December 1, 2018, between the Obligated Group Representative and Zions Bancorporation, National Association, as 
Master Trustee. The Obligations, including Obligation No. 1, are to be secured by a first priority lien on and security 
interest in certain collateral of the Obligated Group, including the Facilities and the Pledged Revenues, which are 
comprised of State Payments to be received by the Borrower from the Charter Contract with respect to the Pledged 
Schools. See APPENDIX A – “CHARTER SCHOOLS IN ARIZONA” for a discussion of historical and projected 
levels of allocation per pupil from the State and other related matters. See also “BONDHOLDERS’ RISKS - 
Changes in Law; Annual Appropriation; Inadequate State Payments” in the Limited Offering Memorandum. 

Relationship among Parties 

The real property is currently owned by LBE and leased to the Current Charter Holder.  LBE is a property 
holding and management company, which is an affiliate of the Current Charter Holder. The sole shareholder and 
director of both LBE and the Current Charter Holder is Eddie Farnsworth.  Effective on the delivery of the Bonds, 
the Executive Director of the Borrower is expected to be David Farnsworth, Eddie Farnsworth’s brother.   

 

[Remainder of page intentionally left blank.] 
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THE FACILITIES 

The Existing Facilities 

The Existing Facilities consist of 234,614 sq. ft. and have capacity for 3,490 students as shown below:   

Table 1 
The Existing Facilities 

 
Campus 

 
Grades 
Served 

Budgeted 
Student 
Count 

Actual 
Student 

Headcount1 

Student 
Capacity of 

Facility 

School 
Square 
Footage

 
Campus 
Acreage 

Year 
Built 

Crismon K-6 739 739 860 52,693 8 2013 
Gilbert K-6 575 568 670 40,280 10 2013 
Power K-6 680 688 860 55,425 10 2006 
High School 7-12 1,082 1,086 1,1002 86,216 23 2013 

Totals  3,076 3,081 3,490 234,614 51  
 

1 For each Campus listed, the “Actual Student Headcount” numbers are the actual student enrollment for the 2018-2019 school year as of 
August 1, 2018, without reducing the kindergarten students to adjust for the average daily membership (“ADM”) payments. 

2 Upon completion of the Additional Facilities, as described below, the student capacity of the High School will be 1,300.  
 

Crismon Campus (the “Crismon Campus”), shown below, is located at 22120 E. Queen Creek Road, 
Queen Creek, Arizona between Ellsworth Road and Ironwood Road and is comprised of a two-story building with 
27 general education classrooms and 3 special education classrooms, a stage for music classes and performances, 
indoor gymnasium, serving kitchen, 2 employee workrooms, an employee lounge, administrative offices and a 
conference room.  This location has a parking lot, courtyard, playground with a grass field, swings and climbing 
equipment, an outdoor basketball court and a kindergarten area with swings and climbing equipment.  

 

Gilbert Campus (the “Gilbert Campus”), shown below, is located at 1475 S. Val Vista Drive, Gilbert, 
Arizona between Ray Road and Warner Road and is comprised of a single-story building with 21 general education 
classrooms and 3 special education classrooms, a stage for music classes and performances, indoor gymnasium, 
serving kitchen, 1 employee workroom and lounge, administrative offices and a conference room. This location has 
a parking lot, courtyard, playground with a grass field, swings and climbing equipment, an outdoor basketball court 
and a kindergarten area with swings and climbing equipment. 
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Power Campus (the “Power Campus”), shown below, is located at 22951 S. Power Road, Queen Creek, 
Arizona between Ocotillo Road and Chandler Heights Road and is comprised of a two-story building with 30 
general education classrooms and 4 special education classrooms, a stage for music classes and performances, 
indoor gymnasium, serving kitchen, 2 employee workrooms, an employee lounge, administrative offices and a 
conference room. This location has a parking lot, courtyard, playground with a grass field, swings and climbing 
equipment, an outdoor basketball court and a kindergarten area with swings and climbing equipment.  

 

High School Campus (the “High School Campus”), shown below, is located at 18864 E. Germann Road, 
Queen Creek, Arizona between Power Road and Sossaman Road.  Built in 2013, additional construction phases 
occurred in 2014, 2015, and 2018 to increase the facilities.  It is a two-story building with 37 general education 
classrooms and 4 special education classrooms, a stage for music classes and performances, indoor gymnasium, 
bookstore, serving kitchen, multi-purpose room, student union, 1 employee workroom and lounge, administrative 
offices and conference room. This location has a parking lot, courtyard, grass park, grass practice field, softball 
field, baseball field, combination football and soccer field with artificial turf, running track, and a field house with 
locker rooms, bathrooms, concession serving area, and athletic training. 

 

The Additional Facilities 

The Borrower will be constructing, improving and equipping a new fine and performing arts facility of 
about 22,519 sq. ft., including 10,000 sq. ft. of additional classrooms, to be located on the High School Campus, east 
of the main building, consisting of large classrooms that are designed for fine and performing arts, including a dance 
room, choir room, band room, orchestra room, practice rooms, teacher offices, bathrooms, performing stage, and an 
auditorium that seats about 600 (the “Additional Facilities” and, together with the Existing Facilities, the 
“Facilities”).  The Additional Facilities will increase student capacity at the High School by approximately 200 
students.  Below are renderings of the exteriors of the Additional Facilities, as planned.  
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Environmental Assessments 

In connection with prior financing and refinancing of the Existing Facilities, the Current Charter Holder 
obtained Phase I Environmental Site Assessments for each of the respective Existing Facilities.  The assessments are 
summarized in the table below. 

Table 2 
Environmental Assessments 

Campus Date Prepared By 
Crismon 2/18/2013 Environmental Resources Management 
Gilbert 3/12/2013 Environmental Resources Management 
Power 12/18/2012 RAL Consulting 
High School 2/21/2013 Environmental Resources Management 

 
 
The assessments did not reveal any evidence of recognized environmental conditions at the sites and no 

further environmental assessments were recommended.  Copies of the environmental site assessments are available 
from the Underwriter upon request.  There has been no change of use in the property since the date the 
environmental site assessments were completed.  

Project Costs; Appraisal 

The Borrower will enter into a Purchase Sale Agreement with LBE at or prior to the closing of the Bonds to 
purchase the real property portion of the Existing Facilities.  The purchase price of the facilities comprised of the 
real property was determined based upon appraisals provided by Trophy Property Company, Inc., an independent, 
third-party appraiser (the “Appraiser”).  The appraisals state that in the opinion of the Appraiser the “as is” market 
values of the properties are as follows: 

Table 3 
Appraised Values 

Campus Effective Date of Value 
Appraised 

Value 
Crismon August 7, 2018 $11,900,000 
Gilbert August 6, 2018 $10,670,000 
Power August 6, 2018 $12,330,000 
High School August 1, 2019* $27,550,000 

*Anticipated date of completion of the fine arts building 

John L. Emmerling, MAI, the representative of the Appraiser, has 45 years of experience in the real estate 
industry.  Mr. Emmerling received a Bachelor of Science degree in real estate and marketing from the University of 
Colorado.  He received his MAI designation in 1983.  Mr. Emmerling is a member of the Appraisal Institute (MAI 
Designation) and is a Certified General Appraiser and a Licensed Associate Broker with the State of Colorado.  
Since 2002, Mr. Emmerling has completed 118 appraisals for educational facilities in nine different states.   
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The Borrower is expected to contract with Bouma, USA (the “Contractor”) to construct the Additional 
Facilities and anticipates entering into design-build construction contract (the "Construction Contract") with the 
Contractor by the end of calendar year 2018 with construction starting the first quarter of calendar year 2019.  Under 
the Construction Contract, the Contractor will agree to construct the Additional Facilities for a "guaranteed 
maximum price," meant to represent the maximum cost to the Borrower for completion of the construction.  The 
guaranteed maximum price specified in the Construction Contract will not exceed $6,000,000, which represents the 
net proceeds of the Bonds allocated to such construction.  Should the bids for the Additional Facilities as currently 
planned come in higher than the proceeds of the Bonds allocated to such construction, then the Borrower will adjust 
the scope of the Project so that the guaranteed maximum price does not exceed the allocated Bond proceeds.  
Construction of additional classrooms will take precedence over the auditorium. There can be no guaranty, however, 
that actual construction costs will not exceed such amount.  

Table 4 
Estimated Project Costs  

Crismon Campus Acquisition(a)  $ 11,900,000 
Gilbert Campus Acquisition(a)  10,670,000 
Power Campus Acquisition(a)  12,330,000 
High School Campus Acquisition(a)  22,025,288 
Fine Arts Facility Construction (b)  6,000,000 
Equipment Acquisition (c)  275,000 
Total Estimated Project Costs:  $ 63,200,288 

(a)   To be acquired by the Borrower from LBE.  The purchase price being paid by the 
Borrower will be used to retire outstanding debt and pay prepayment penalties 
totaling approximately $43 million and may include a return on equity to LBE 
and appreciation in the value of the properties since the time of original 
construction.  

(b)  Estimated.  See “The Additional Facilities” above.  Also includes related 
furniture, fixtures and equipment. 

(c)  Includes personal property, equipment and vehicles to be acquired from the 
Current Charter Holder.  Purchase price set at an amount sufficient to permit the 
Current Charter Holder to pay off the six Equipment Loans listed in Table 21 
below. 

[Remainder of page intentionally left blank.]  
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Table 5 
Map of the Borrower’s Campuses 
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THE BORROWER AND THE PLEDGED SCHOOLS 

The Academic Program 

Based on the academic program created and used by the Current Charter Holder, the Borrower intends to 
provide instruction to Arizona students in the skills of reading, mathematics, history, science, writing and research. 
Parental involvement in determining direction and focus has been and is expected to be an integral component of the 
BFCS program. Enhancement areas of music, art, practical art, physical education and sports support the overall 
goal of a well-rounded program. The Borrower will assist students in establishing their educational foundation by: 

• Training the intellect 
• Teaching skills 
• Instilling a sense of pride in and respect for self, others and country 
• Equipping students for the world of the future by challenging them to achieve individual excellence 
• Ensuring an atmosphere of tolerance and acceptance of all students, regardless of physical appearance 

and culture 

Classroom instruction is teacher-directed, whole-group for the primary mode of delivery. All three 
elementary campuses are Spalding Accredited schools and require Spalding trained teachers in the classroom. Saxon 
Math is used in grades 2-6 as part of the “Back to Basics” approach to education. Emphasis is placed on mastering 
and memorizing basic skills in all areas so greater time can be spent on more complex concepts. Before and after 
school band and orchestra is offered for students in grades 4-6 as well as assorted clubs such as Geography Club, 
Student Council, or Running Club.  

The Borrower intends to follow the core curriculum that the Current Charter Holder constructed. The 
Current Charter Holder constructed its core curriculum in a way that classes are integrated and fulfill a specific 
purpose within the context of classical education in order to integrate knowledge between disciplines.  High school 
courses (grades 9-12) are offered at the traditional, honors or AP level. The junior high school curriculum (grades 7-
8) is designed to lay a foundation for success in the High School. The High School curriculum is designed to prepare 
students for college.  Students continue on the path of a sequential 7th-12th grade classical, college preparatory 
education.  The students receive a 7th-12th grade education in which each grade builds upon previous learning, 
enabling students to excel academically, artistically, and philosophically and thus be prepared to enter a four-year 
university and life.  Students have an opportunity to participate in a variety of programs and clubs including the 
following:  student government, student service clubs, student yearbook production, after-school sports, or any other 
activity where there is sufficient numbers of interested students and coaches/faculty to supervise. The High School 
offers a full assortment of competitive sports after school as part of the Arizona Interscholastic Association. 

As a public school, the Borrower will be obligated to provide special education services. BFCS currently 
has 265 students enrolled in its special education program. The professionals that provide special education services 
include a Director of Special Education, a special education Coordinator, certified teachers, paraprofessionals and 
aides. Services are also provided by independent, outside providers that currently contract with the Current Charter 
Holder, and will contract with the Borrower, on an as-needed basis. 

Governance  

The Borrower incorporated as an Arizona nonprofit corporation on May 25, 2018, and has applied for a 
determination from the Internal Revenue Service that it is exempt from federal taxation as an organization described 
in Section 501(c)(3) of the Code. 

Corporate Board 

The property, affairs and business of the Borrower are managed by a three-member board of directors 
(“Board of Directors” or the “Board”). The Board of Directors has, and may exercise, all of the powers of the 
Borrower, subject to the provisions of the Bylaws, the Articles of Incorporation, and applicable law. 
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The Bylaws provide that the number of directors is no less than one and no more than seven.  The officers 
are the President, Secretary, and Treasurer, and Vice President if the Board so elects.  Other officers may be elected 
and determined by the Board of Directors.  The President is the chief executive officer of the Borrower, responsible 
for all day to day operations of the Borrower. 

Each Director will hold office for a term of three years and until his or her successor is duly elected.  There 
is no limit on how many terms an individual may serve. 

The current members of the Board of Directors and the officers are as follows: 

James Candland – Director and President 

Mr. Candland is the President of Clarus Companies and Clarity Media and Communications. Mr. Candland 
previously served as Chief of Staff for the Maricopa County Board of Supervisors, as the National Director – 
Business Development and Marketing for Siemens Corporation USA and as Manager – Business Solutions for APS 
Energy Services/Pinnacle West Capital Corporation. Mr. Candland holds a Bachelor of Science in Business 
Management and a Master’s of Business Administration from Brigham Young University.  

Christopher Eltiste – Director and Secretary 

Mr. Eltiste is the Senior Director at Visa, Inc. Mr. Eltiste previously served as a partner/project manager in 
the consulting firm Insight Consulting Group and Senior Financial Research Consultant of Bayshore Consulting, 
Inc. He holds a Bachelor of Science in Business Management from Brigham Young University.   

Kevin O’Malley – Director 

Mr. O’Malley is a shareholder and member of the Gallagher & Kennedy board of directors, and head of the 
firm’s litigation and public bidding and procurement departments. Mr. O’Malley received his juris doctorate from 
Arizona State University.  

Governing Board 

The operation of the Pledged Schools will be managed by a board of individuals to be known as the 
“Governing Board”.  Members of the Governing Board are appointed by the Board of Directors, and the Governing 
Board does not have authority over the Borrower generally. The Governing Board has a limited delegation of 
authority to establish charter school policies and operational budgets, oversight of school personnel, compensation 
and agreements, and school related operations and procedures. 

The current members of the Governing Board are as follows: 

Shalisa Arnold  

Ms. Arnold is in her second year as the Director of Curriculum at BFCS. Prior to accepting that position, 
Ms. Arnold served as the principal at the Crismon School from 2013-2017. She also has various teaching experience 
within the BFCS system. Her teaching experience spans 2nd grade, 5th grade, Kindergarten, and 4th grade for a total 
of 14 years of classroom instruction. During that time, Ms. Arnold served as the head of the Language Curriculum 
Committee as well as head of the AIMS Improvement Committee to address needs and gaps in curriculum. She 
spent multiple years as the mentor teacher for her grade level and as the lead teacher for the Crismon School. Ms. 
Arnold holds a Bachelor of Arts in Education from Arizona State University and is completing the course work for a 
Master’s degree in Administrative Leadership from Northern Arizona University in December. 

Brett Garner  

Mr. Garner joined Insight Enterprises, a fortune 500 company, in 2014 and currently serves as Senior 
Business Optimization Analyst, working jointly with the Global Compliance Officer on risk mitigation strategy and 
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implementation. He is also a founding partner of a small real estate investment firm. Mr. Garner earned a Bachelor’s 
of Science degree, magna cum laude, from the W.P. Carey School of Business at Arizona State University and is 
Lean Six Sigma Green Belt certified. He earned the Eagle Scout rank as a boy scout and currently serves as a multi 
troop Unit Commissioner and District Committee Member for the Boy Scouts of America. Mr. Garner is an active 
member of his community and was elected Vice President of his community HOA Board of Directors.  

Kim Cammack  

Mrs. Cammack has been an educator for more than 20 years. She graduated cum laude with a Bachelor of 
Arts in Education from Arizona State University in 1997. Mrs. Cammack is currently self employed as a private 
tutor for students with diverse needs. During 2008-2016, she was employed by BFCS as an elementary school 
teacher. Her teaching experience includes Kindergarten, 1st grade, 6th grade, and general music education. Each 
year during her employment with BFCS, Mrs. Cammack served on committees designed to improve the 
functionality of the school in a variety of ways. She worked as a lead grade level teacher on her campus as well as a 
mentor for first year teachers. 

Management 

The Board of Directors has hired, effective as of the issuance date of the Bonds, an Executive Director, 
who will serve as the chief operating officer of the Borrower, reporting to the President and the Governing Board. 
The Executive Director will have general supervision, direction, and control of the activities of the Pledged Schools 
so long as actions taken are consistent with the instructions of the Board and Governing Board.  

In addition to the Executive Director, the Borrower expects to employ, effective as of the issuance date of 
the Bonds, the administrators and other employees currently serving the Pledged Schools, including the Director of 
Education, the Director of Compliance and Special Education, the Principals and other administrators at each 
campus.  The Borrower also contracted with Kevin D. Smith, CPA, PLLC to serve as Director of Finance and 
provide other financial management services. 

Resumes for the administrative team are as follows: 

David Farnsworth – Executive Director 

Mr. Farnsworth joined BFCS in March 2014. Before he joined BFCS, Mr. Farnsworth has been involved as 
a parent since 2004. He previously served as the Assistant Executive Director, overseeing the daily operations of the 
Pledged Schools, and Vice President of LBE. Prior to joining BFCS and LBE, Mr. Farnsworth served as the 
Director of Finance and Director of Operations for a manufacturer of cleaning chemicals. He holds a Master’s 
degree in Accounting and Finance Management and a Master’s degree in Business Administration from Keller 
Graduate School of Management. He earned a Bachelor of Science degree in Computer Information Systems from 
DeVry University.   

Shalisa Arnold  – Director of Education 

Ms. Arnold is in her second year as the Director of Education at BFCS. Prior to accepting that position, Ms. 
Arnold served as the principal at the Crismon School from 2013-2017. She also has various teaching experience 
within the BFCS system. Her teaching experience spans 2nd grade, 5th grade, Kindergarten, and 4th grade for a total 
of 14 years of classroom instruction. During that time, Ms. Arnold served as the head of the Language Curriculum 
Committee as well as head of the AIMS Improvement Committee to address needs and gaps in curriculum. She 
spent multiple years as the mentor teacher for her grade level and as the lead teacher for the Crismon School. Ms. 
Arnold holds a Bachelor of Arts in Education from Arizona State University and is completing the course work for a 
Master’s degree in Administrative Leadership from Northern Arizona University in December.  
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Dr. Rebekah Baker – Director of Compliance and Special Education 

Dr. Baker is the Director of Compliance and Special Education for BFCS.  Prior to her current position, she 
spent four years as the Director of Curriculum, five years as Principal, and four years teaching for BFCS. As a 
representative of BFCS, she also serves on the Advancing Gilbert’s Education Leadership Team with other 
educational leaders from the Gilbert, Chandler, Higley and Queen Creek areas.  Additionally, Dr. Baker serves on 
the Arizona AdvancED Advisory Council, comprised of representatives of charter schools in Arizona.   Dr. Baker 
holds a Bachelor of Science degree from Brigham Young University and a Master’s in Education and Leadership 
from Northern Arizona University.  In May of 2013, she graduated, with honors, from Northern Arizona University 
with her Doctoral Degree in K-12 Leadership and her Superintendent Certification. 

John Baker – Principal – Crismon 

Mr. Baker has been with BFCS since 2006. While putting himself through school he worked as a custodian, 
then landscaper and then moved on to maintenance for BFCS. Mr. Baker graduated with his Bachelor's degree in 
Education from Northern Arizona University in 2011. He started teaching at the Crismon School before moving to 
the High School, teaching math and serving as the math department head. Mr. Baker earned his Master’s degree in 
Educational Leadership from Northern Arizona University and is currently the Principal of the Crismon School. 
Prior to joining BFCS, Mr. Baker served the country as a United States Marine from 1995 to 1999. After receiving 
an honorable discharge from the Marine Corps, he became a Phoenix Police officer, where he served for 5 years. 

Diana Dana – Principal – Gilbert  

Mrs. Dana is the principal at the Gilbert School.  She has served in this capacity for the past five years.  
Mrs. Dana previously served as a teacher in the BFCS elementary program and has taught a variety of programs and 
ages from pre-kindergarten through middle school for the past twenty-three years.  She received a Bachelor's degree 
in elementary education with a middle school emphasis and a minor in German from Arizona State University in 
1998 and a Master's degree from Northern Arizona University in Educational Leadership in 2012.  Mrs. Dana is the 
parent of four children who are current students in the BFCS K-12 program.       

Adrienne Lamb – Principal – Power  

Mrs. Lamb serves as the Principal of the Power School. Mrs. Lamb joined BFCS in 2007 as a general 
education teacher. Prior to her current position and teaching employment with BFCS, Mrs. Lamb taught in the Mesa 
Public School District and the Maricopa County Head Start program and held a supervisory position with Starbucks 
Coffee Company. She holds a Master’s degree in Educational Leadership from Arizona State University and a 
Bachelor of Science in Social Science from Portland State University. 

Mark McAfee – Principal – High School 

Mr. McAfee started his career 22 years ago teaching Special Education and Life Skills to high school 
students. Since that time he has taught middle school and high school in many other subjects such as English, U.S. 
History, Economics, and Government. In 2009, Mr. McAfee was named principal at the Crismon School where he 
served until 2013, at which time he was chosen as the founding principal at the High School. Mr. McAfee holds a 
M.Ed. degree with an emphasis in Educational Leadership from Northern Arizona University. 

Consultant and Services Provider 

Eddie Farnsworth is the Founder of the Current Charter Holder and has served as its President and Chief 
Executive Officer since 1995.  Prior to joining BFCS, Mr. Farnsworth practiced corporate law for twelve years.  Mr. 
Farnsworth holds a bachelor’s degree in Economics from the University of Arizona and an MBA with a specialty in 
finance and investments and a Juris Doctor from George Washington University in Washington, D.C.  As the Chief 
Executive Officer of the Current Charter Holder, Mr. Farnsworth provided leadership over the educational and 
operational divisions of BFCS. 
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The Borrower and Mr. Farnsworth are currently in discussions regarding Mr. Farnsworth continuing to 
provide services to the Borrower.  Should an agreement be reached, his responsibilities may include advising and 
assisting in the following areas as requested: 

• Development and implementation of educational activities both strategic and operational, including 
metrics to track and evaluate progress;  

• Campus compliance with ADOE accreditation, regulations and policies, including coordination of 
educational research; 

• Assessment of quality of program operations; modifying of existing program services or creating new 
program offerings to maintain or enhance program standing;   

• Reviewing and communicating program priorities and performance standards and assessing operations 
using these criteria;  

• Providing for quality assurance reviews and address areas in need of attention;  
• Helping school sites administrators to monitor attrition analysis and assist with campus issues relating 

to retention;  
• Coordinating strategies with the Borrower’s leadership staff to achieve desired organizational results in 

areas of customer satisfaction, student retention, graduation rates and satisfactory student progress;  
• Providing leadership to ensure campuses maintain satisfactory academic progress in the areas of 

attendance, grades, matriculation, and graduation;  
• Assisting in developing and managing the educational budget;  
• Facilitating creative changes in educational programming, processes, and procedures;  
• Assisting in the development of business plans and projections for assigned education projects and 

proposed projects;  
• Establishing and maintaining compliance with academic policy and procedures in conjunction with 

school administrators; and 
• Assisting in the design and conduct of professional development curriculum for teachers and academic 

administrators. 

In addition to his job responsibilities, Mr. Farnsworth has served in the Arizona House of Representatives 
for sixteen years.  During this period, Mr. Farnsworth served as Majority Leader from 2003-04, was chairman of the 
Judiciary Committee for 12 years, and in the last legislative term, was chairman of the House Ethics Committee, 
vice-chairman of the Banking and Insurance Committee and a member of the Rules Committee.  Mr. Farnsworth is 
currently running for the Arizona State Senate.  

Accounting Services Agreement 

The Borrower has entered into an Accounting Services Agreement (the “Accounting Services Agreement”), 
with Kevin D. Smith, CPA, PLLC that is cancelable at any time by either party.  Mr. Smith also has an accounting 
services agreement with the Current Charter Holder and has been providing these services to the Current Charter 
Holder since 2006.  The services provided under the Accounting Services Agreement include assisting in the 
execution of accounting and recordkeeping procedures, special projects that may include cash management, tax 
issues, personnel procedures, computer/software installation, financing arrangements, training of accounting 
personnel, liaison with vendors and customers or other professionals engaged by the company and assistance with 
development of operating budgets and forecasts.  Additionally, the Accounting Services Agreement includes the 
preparation of monthly, quarterly and annual financial statements and a compilation engagement with respect to the 
financial statements.   

Mr. Smith currently operates his own CPA firm.  He specializes in working with small businesses by 
providing financial management, consulting, accounting and auditing services. Mr. Smith also performs peer 
reviews for accounting firms in Arizona, California and Alaska under the peer review program of the California 
Society of CPA’s.  Prior to forming his own company, Mr. Smith worked as a consultant implementing mission-
critical ERP applications at major, multi-national corporations.   

Mr. Smith is a Magna Cum Laude graduate of Brigham Young University in Provo, Utah. He earned a 
Bachelor of Science Degree in Accounting as well as a Master of Accountancy Degree majoring in Information 
Systems. 
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Faculty and Other Employees 

The Borrower also intends to offer employment to all current teaching faculty for each of the Pledged 
Schools, as well as support staff.  The average salary of all teachers employed for the 2018-2019 school year is 
$44,267. This amount only includes base salary and does not include bonuses, stipends, or any other additional 
compensation. 

In addition to the base salary, teachers receive an annual bonus based on performance. The value of the 
bonus is dependent upon sales tax revenues received from the State dedicated to that purpose. For the school year 
ending 2018, the average bonus was $3,500.  

Each of the Pledged Schools is currently staffed as set forth in the following table. The Borrower does not 
anticipate hiring additional staff except as needed to handle increased enrollment. 

Table 6 
Administrators, Faculty & Staff 

School Administrators Full-Time Faculty Staff 
Crismon 1 31 22 
Gilbert 1 26 15 
Power 1 30 16 
High School 3 54 16 
Total 6 141 69 

 

The education levels of the teaching faculty for BFCS are as follows: 72% hold a Bachelors degree, 27% 
hold a Masters degree and 1% hold a Doctorate degree.  

In addition to salaries, the Borrower’s employees are eligible to receive certain of the following 
employment benefits, depending upon their employment status: 

• Arizona State Retirement (Employer pays about 11.5%) 
• Medical insurance (Employee pays $1 for the year, Employer covers remaining cost) with Health 

Saving Account (HSA) 
• Dental Insurance 
• Basic Life and AD&D insurance (Employer covers cost) 
• Voluntary Life Insurance 
• Additional Voluntary Insurance options 
• Social Security / Medicare  
• Personal & Sick Leave 
• Paid Holiday and Breaks program. 

Table 7 
Faculty Retention Rate 

 Retained 
Spring 2015 to Fall 2015 83% 
Spring 2016 to Fall 2016 79% 
Spring 2017 to Fall 2017 78% 
Spring 2018 to Fall 2018 79% 

For the 2018-2019 school year, the Current Charter Holder received 122 employment applications from 
educators nationwide to fill 38 faculty positions at the Pledged Schools. 
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The following table sets forth the total Student-to-Faculty ratios for the Pledged Schools for the years 
indicated.  

Table 8 
Student-to-Faculty Ratios 

 
Grade 2013-2014 2014-2015 2015-2016 2016-2017 2017-2018 2018-2019 

K 26.3 27.1 26.6 27.5 26.9 29.4 
1 27.9 27.3 29.6 27.1 28.2 29.2 
2 25.8 29.6 27.2 29.1 24.7 29.6 
3 26.1 30.1 27.0 27.7 26.5 30.0 
4 27.7 30.3 30.6 28.5 29.0 27.8 
5 26.9 27.5 27.5 27.5 28.2 27.2 
6 27.0 28.2 28.2 29.3 28.2 26.6 
7 18.5 18.6 18.2 17.8 16.4 16.6 
8 18.5 18.6 18.2 17.8 16.4 16.6 
9 18.5 18.6 18.2 17.8 16.4 16.6 

10 18.5 18.6 18.2 17.8 16.4 16.6 
11 N/A 18.6 18.2 17.8 16.4 16.6 
12 N/A N/A 18.2 17.8 16.4 16.6 

 

 [Remainder of page intentionally left blank.] 
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Student Enrollment 

Table 9 
Historical and Projected Enrollment1 

 
Campus 

 
Grade 

Historical Current Projected 
2
 

2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22 2022-23 
Crismon K 115 113 112 112 118 113 115 118 120 122 

  1 146 121 120 116 112 116 118 121 123 126 
  2 110 153 110 121 105 105 107 109 111 114 
  3 142 118 144 101 108 102 104 106 108 110 
  4 93 130 95 130 98 99 101 103 105 107 
  5 145 93 123 92 122 93 95 97 99 101 
  6 94 135 74 121 77 111 113 115 118 120 

Crismon 
Campus 
Totals: 

  845 863 778 793 740 739 753 769 784 800 

Gilbert K 81 95 87 110 83 97 96 96 96 96 
  1 79 78 95 80 97 91 93 95 96 96 
  2 85 90 79 85 71 94 96 96 96 96 
  3 69 86 79 81 77 71 72 74 75 77 
  4 75 64 80 77 72 71 72 74 75 77 
  5 72 75 54 82 79 71 72 74 75 77 
  6 43 72 66 49 79 73 74 76 77 79 

Gilbert 
Campus 
Totals: 

  504 560 540 564 558 568 575 585 590 598 

Power K 93 117 94 108 95 84 86 87 89 91 
  1 110 101 111 102 101 85 87 88 90 92 
  2 89 112 110 114 96 97 99 101 103 105 
  3 102 97 101 123 106 97 99 101 103 105 
  4 109 109 100 106 120 108 110 112 115 117 
  5 106 107 98 101 109 108 110 112 115 117 
  6 106 103 114 94 98 109 111 113 116 118 

Power 
Campus 
Totals: 

  715 746 728 748 725 688 702 714 731 745 

High  7 202 222 235 242 228 225 230 234 239 244 
School  8 191 208 228 241 234 214 218 223 227 232 

  9 61 149 153 173 190 201 205 209 213 218 
  10 39 84 129 137 153 176 180 183 187 191 
  11 0 36 83 111 127 146 149 152 155 158 
  12 0 0 34 72 104 124 126 129 132 134 

High 
School 

Campus 
Totals: 

  493 699 862 976 1,036 1,086 1,108 1,130 1,153 1,177 

Schools 
Grand 
Totals: 

  2,557 2,868 2,908 3,081 3,059 3,081 3,138 3,198 3,258 3,320 

 
1 Historical and Current student enrollment numbers are as of August 1 of each year. The Projected enrollment numbers 

include the full student enrollment, without reducing the kindergarten students to adjust for the ADM payments.  No 
assurance can be given that the projected enrollment levels will be reached or that the ASBCS will accept enrollment 
growth in excess of the Pledged School’s current enrollment capacity.  See “BONDHOLDERS’ RISKS.” 

2 Projections are based on an assumed 1-2% increase each year, which was determined to be a conservative estimate after 
analyzing historical data, including the natural rollup of each grade level. 
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Student Retention 

The following table provides student retention rates for the Pledged Schools, calculated by tracking the 
students enrolled during the prior school year that continued enrollment in the subsequent school year, excluding 
those students in the respective school’s highest grade level that could not continue enrollment because the next 
grade level was not offered by the respective school during the subsequent school year. 

Table 10 
Student Retention Rates 

School 

Percent Retention 
from 2016-17 to 

2017-18 

Percent Retention 
from 2017-2018 to 

2018-2019 
BFCS 84% 88% 
Crismon 84% 87% 
Gilbert 82% 87% 
Power 90% 89% 
High School 78% 81% 

 

Enrollment Process  

The enrollment process occurs throughout the school year. In January, the Borrower will solicit Intent to 
Return forms from existing families indicating their intent to continue enrollment the following school year along 
with other family members interested in enrollment who are not already enrolled. Registration for returning families 
is scheduled along with school tours and school orientation events starting in February and continuing through May 
at all campuses. 

The Borrower will use a first-come first-serve enrollment policy allowed by the State. Pre-enrollment 
applications will be accepted year-round and used as the mechanism to establish the order of enrollment. Once space 
is determined to be available, an applicant will be offered enrollment. Applicants must complete all registration 
documents in order to finalize enrollment.  

If space is not available when a parent seeks enrollment at one of the campuses and at a grade that is 
operating at capacity, the family will be given an opportunity to be on a wait list. However, as time progresses closer 
to the first day of school, very few families choose to wait list because they know they can enroll immediately at 
another school.  The family's name and contact information will be retained on an “interested applicants” list to be 
notified if space becomes available. 
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The following table shows the number of interested applicants as of May 31 for 2017 and 2018: 
 

Table 11 
Interested Applicants 

  Grade May 31, 2017 May 31, 21018 
Crismon K 143 146 
  1 15 23 
  2 9 18 
  3 19 17 
  4 11 15 
  5 16 9 
  6 13 17 
  Total 226 245 
Gilbert K 103 130 
  1 21 12 
  2 5 8 
  3 11 8 
  4 7 5 
  5 7 4 
  6 6 6 
  Total 160 173 
Power K 147 85 
  1 15 10 
  2 9 10 
  3 16 13 
  4 13 15 
  5 12 12 
  6 5 10 
  Total 217 155 
High 
School  

7 83 70 
8 27 26 
9 45 65 
10 22 23 
11 14 15 
12 5 5 

  Total 196 204 

 Grand TOTAL 799 777 

 
 

[Remainder of page intentionally left blank.] 
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Student Recruitment 

The Current Charter Holder currently uses, and the Borrower intends to use, multiple strategies in order to 
achieve student recruitment. These strategies include: 

• Digital and Traditional advertising 
• Digital Search Engine Optimization  
• Online Networking 
• Email Marketing 
• Community and campus events 
• School Tours 
• Digital Signage 
• Media content 
• Referrals 

Historically, while referrals provide approximately 55% of student recruitment, the Current Charter Holder 
has developed a comprehensive online digital presence, including website, mobile devices app, tour scheduling, 
online pre-enrollment, social media, search engine optimization and promotion. The online presence has accounted 
for approximately 25% of student recruitment. Traditional advertising and community events have accounted for 
approximately 10% of student recruitment. Traditional advertising includes video, radio, print, mailers, brochures, 
and pass along cards. At each campus, large digital signs serve as promotional tools for local traffic and have 
accounted for approximately 10% of student recruitment.  

When interest is directed to or begins at the campus, campus personnel are actively engaged in the student 
recruitment process. Formal campus tours are offered to demonstrate the educational program and facilities. Guests 
can observe teaching and other programs along with a comprehensive video explaining the program in greater detail. 
For large groups, orientations are held with more staff, including students, teachers and administration to explain 
and answer any questions regarding the programs offered. Campus personnel are provided to guide through the 
enrollment process. 

Service Area; Competitive Schools 

All of the Pledged Schools are located in cities that are within the geographic boundaries of the Phoenix 
metropolitan area.  

The Crismon Campus is located in an area served by the Queen Creek Unified School District.  The Gilbert 
Campus is located in an area served by Gilbert Public School District.  The Power Campus is located in an area 
served by the Chandler Unified School District and Queen Creek Unified School District.  The High School Campus 
is located in an area served by the Higley Unified School District and the Queen Creek Unified School District. 

 
BFCS provides transportation for two campuses: the Crismon Campus and the High School Campus, and 

services about 30% of the elementary population and 5% of the high school population who live the farthest from 
the campuses. BFCS offers a shuttle between the Crismon Campus and the High School Campus and services 
approximately 5-10% of the high school student population. BFCS also provides transportation for field trips and 
extracurricular events such as athletics and performing arts. BFCS currently owns five buses built in 2001, 2006, 
2006, 2011, and 2011 and two mini-buses purchased new in 2017. 

The following tables provide a summary of the schools that are: (i) closest to the Pledged Schools; (ii) 
within approximately a two-mile radius of the Facilities; and (iii) that serve at least one grade level served by the 
respective Pledged School. 
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Crismon Campus.  The following table provides a summary of the 5 schools that are closest to the Crismon 
Campus that serve at least one grade level that is served by the Crismon School.  

Table 12 
Competitive Schools – Crismon Campus 

 

School Name School 
Type

Grades 
Served Enrollment1 Distance 

in Miles
Crismon School Charter K-6 739 N/A 

Jack Barnes Elementary School District K-5 616 .86 
Queen Creek Middle School District 6-8 643 1.55 
Frances Brandon Pickett Elementary School District K-5 646 1.96 
Legacy Traditional School – Queen Creek Charter K-8 1,092 2.01 
ALA – Signal Butte Charter K-6 N/A 1.7 

 
Gilbert Campus.  The following table provides a summary of the 6 schools that are closest to the Gilbert 

Campus that serve at least one grade level that is served by the Gilbert School. 

Table 13 
Competitive Schools – Gilbert Campus 

 

School Name School 
Type

Grades 
Served Enrollment1 Distance 

in Miles
Gilbert School Charter K-6 567 N/A 

Ashland Elementary District K-5 754 0.7 
Mesquite Elementary School District PK-6 598 1.6 
Finley Farms Elementary School District K-6 674 1.63 
Settler's Point Elementary School District PK-6 609 1.64 
Spectrum Elementary School District PK-6 646 1.68 
ALA - North Gilbert Charter K-12 N/A 1.84 

 

Power Campus.  The following table provides a summary of the five schools closest to the Power Campus 
that serve at least one grade level served by the Power School. 

Table 14 
Competitive Schools – Power Campus 

 

School Name School 
Type

Grades 
Served Enrollment1 Distance 

in Miles
Power School Charter K-6 688 N/A 

     
Dr. Gary and Annete Auxier Elementary School District PK-6 883 0.2 
Riggs Elementary School District PK-6 988 1.8 
Desert Mountain Elementary School District K-5 662 2.05 
ALA-QC Charter K-6 760 1.71 
Bridges Elementary District K-6 537 1.6 

 

                                                           
1  Source: Arizona Department of Education. 
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High School Campus.  The following table provides a summary of the 5 schools that are closest to the High 
School Campus that serve at least one grade level that is served by the High School. 

Table 15 
Competitive Schools –High School Campus 

 

School Name School 
Type

Grades 
Served Enrollment1 Distance 

in Miles
High School  Charter 7-12 1,088 N/A 

     
Sossaman Middle School District 6-8 971 1.4 
Higley High School District 9-12 1,639 1.88 
Heritage-Queen Creek Charter 7-12 420 1.06 
ASU Prep Polytech Middle School Charter 5-8 300 1.9 
ASU Prep Polytech High School Charter 9-12 235 1.9 

 

 
[Remainder of page intentionally left blank.] 

  

                                                           
1  Source: Arizona Department of Education. 
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The distribution of the BFCS student population by zip code is as follows: 

Table 16 
Distribution of Student Population by Zip Code 

Zip Code Crismon Gilbert Power 
High 

School 

Gilbert 

85233 -- 5% -- <1% 
85234 <1% 10% 1% 1% 
85295 <1% 24% 2% 7% 
85296 <1% 28% <1% 4% 
85297 1% 4% 23% 17% 
85298 -- 2% 11% 5% 
85299 -- <1% -- <1% 

Queen Creek 85142 35% -- 51% 38% 
San Tan 
Valley 

85140 47% 1% 1% 12% 
85143 13% -- 6% 7% 

Chandler 

85224 -- <1% -- -- 
85225 -- 5% -- <1% 
85226 -- <1% -- -- 
85249 -- <1% 1% 1% 
85286 -- 2% <1% <1% 

Mesa 

85201 -- <1% -- -- 
85202 -- <1% -- -- 
85203 <1% 2% -- <1% 
85204 -- 4% -- <1% 
85205 <1% <1% -- <1% 
85206 -- 2% <1% <1% 
85207 -- <1% <1% <1% 
85208 -- <1% -- <1% 
85209 -- 2% <1% <1% 
85210 -- 1% -- -- 
85212 2% <1% <1% 3% 
85213 <1% 1% -- -- 
85275 -- <1% -- -- 

Phoenix 

85019 -- <1% -- -- 
85021 -- -- <1% -- 
85042 -- <1% -- -- 
85044 -- -- <1% -- 
85048 -- <1% -- -- 

Apache 
Junction 

85119 <1% <1% -- -- 
85120 <1% -- -- -- 

Florence 85132 <1% -- 1% 1% 
Maricopa 85138 -- -- -- <1% 
Coolidge 85228 -- -- -- <1% 
Scottsdale 85252 -- <1% -- -- 
Tempe 85282 -- <1% -- -- 
Higley 85236 -- <1% <1% <1% 

 
Federal Academic Assessment and Accountability 

Under the federal No Child Left Behind Act of 2001(the “NCLB”), each state receiving federal education 
funds was required to develop and implement measurements for determining whether the state’s schools are making 
adequate yearly progress (“AYP”). AYP was an individual state’s measure of progress toward the goal of 100 
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percent of students achieving state academic standards in reading and math. AYP set the minimum level of 
proficiency that the state, its school districts and schools were to achieve each year on annual tests and related 
academic indicators. However, during July 2012, the Obama administration announced that it would waive certain 
provisions of the NCLB.  Arizona secured waivers that extended through the 2015-2016 school year. 

In December 2015, former President Obama signed into law the Every Student Succeeds Act of 2015 (the 
“ESSA”), largely replacing the NCLB. The ESSA grants states more flexibility to comply with federal mandates, 
eliminating the needs for continuing federal waivers, and specifically allowing states to develop, implement and 
time student assessments. The ESSA also allows states to develop their own educational standards which may or 
may not include adoption of the federal Common Core standards.  Accountability criteria are now developed by 
states within broadly-defined federal criteria. Under the NCLB the remedies for failing schools were specific and 
difficult. Under the ESSA, failing schools must be corrected, but the remedies are left to the states and are broadly 
defined. In summary, the ESSA has largely replaced the NCLB, granting states more local control of education and 
allowing the states to determine accountability and compliance. 

Upon receipt of its first NCLB waiver for 2012, Arizona set annual measurable objectives (“AMO”) for 
each grade and subject evaluated to assess accountability. The AMOs described yearly growth in fractions of 
students passing the State assessments. The Arizona Department of Education (the “ADE”) reported AMOs through 
the 2013-2014 school year, at which time ADE no longer calculated or reported on AMOs. 

During the period that Arizona was calculating AYP, the Pledged Schools consistently met AYP. Upon 
Arizona’s shift to AMO accountability, the Pledged Schools consistently met AMO.  

Arizona Standardized Testing and Accountability 

AzMERIT 

As a part of the ongoing transition to the ESSA and new accountability measures, the State adopted a 
computer-based achievement test named “Arizona’s Measurement of Educational Readiness to Inform Teaching” or 
“AzMERIT.” The new standardized test was necessary because during 2010 the Arizona State Board of Education 
adopted new standards in English language arts (“ELA”) and mathematics for all students in Arizona. These 
academic standards outline what students should know and be able to do at each grade level in those subjects. The 
State’s previous standardized test, Arizona’s Instrument to Measure Standards (“AIMS”) tested the old standards.  

Students began taking AzMERIT in the spring of 2015. It is administered to Arizona public school students 
in grades 3 through 12 in the spring of each year.  Students in grades 3 through 8 take an ELA and a mathematics 
assessment. Students taking high school level English and mathematics take End-of-Course (“EOC”) assessments 
that test their proficiency in these subjects. EOC tests are given for grades 9 through 11. In mathematics, EOC tests 
are given for Algebra I, Geometry and Algebra II or their equivalents. The Arizona Science Standards did not 
change so students in grades 4, 8 and high school still take the AIMS science test.  

For each content area of AzMERIT, students receive a scale score. Both ELA and mathematics content 
areas have their own range of scale scores that are vertically articulated to allow student performance to be 
compared across administrations. For each content area, student performance is also reported as one of four 
performance levels: Minimally Proficient, Partially Proficient, Proficient and Highly Proficient. Students who score 
in the Minimally Proficient or Partially Proficient levels are thought to need support to be ready for the next grade or 
course.  Students who score in the Proficient or Highly Proficient levels are thought to be ready for the next grade or 
course. 

The following table compares AzMERIT results for the Pledged Schools to the State, relevant School 
Districts and local competitive schools:  
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Table 17 
AzMERIT and AIMS Science Results – Spring 2018 

Percent Scoring Proficient and Highly Proficient 

 
Grades Tested-Math Grades Tested-ELA Science 

3 4 5 6 3 4 5 6 4 
STATE OF ARIZONA 53 47 47 43 44 47 48 39 59 

BFCS-All Elementary 66 71 70 69 60 71 65 67 74 
BFCS-Crismon 55 65 71 64 48 74 65 66 74 

Queen Creek Unified SD 72 68 68 60 58 66 65 50 76 
Jack Barnes Elem 74 67 74 -- 65 71 67 -- 79 
Queen Creek MS (6th Grade) -- -- -- 56 -- -- -- 46 -- 
Frances Brandon Pickett Elem 75 75 74 -- 58 64 71 -- 75 
Legacy Traditional School 77 81 69 77 73 77 67 71 87 
ALA - Signal Butte 69 70 71 65 61 66 58 49 85 

BFCS-Gilbert 68 75 70 66 59 73 75 64 86 
Gilbert Public SD 62 60 63 60 59 62 63 54 75 
Ashland Elem 63 59 64 68 70 69 71 57 82 
Finley Farms Elem 51 67 58 72 52 67 61 59 76 
Settler's Point Elem 46 57 38 36 49 61 55 41 78 
Spectrum Elem 66 65 51 78 64 66 62 63 77 
ALA - North Gilbert 85 77 69 80 72 81 67 69 79 

BFCS-Power 75 73 68 77 74 68 60 71 66 
Chandler Unified SD 65 59 61 65 58 62 64 57 73 
Queen Creek Unified SD 72 68 68 60 58 66 65 50 76 
Auxier Elem 64 61 53 60 58 64 61 55 82 
Riggs Elem 78 71 66 70 65 74 77 60 89 
Desert Mountain Elem 76 71 64 -- 54 71 72 -- 82 
Bridges Elem 90 83 85 87 80 87 86 74 89 

 

 

Grades Tested – Math Grades Tested – ELA Science 

7 8 8 
Alg 1 

8 
Geom 

EOC
Alg I 

EOC 
Alg II 

EOC 
Geom 7 8 9 10 11 8 9 

State of Arizona 36 31 73 92 39 34 36 45 39 41 32 28 56 45 
BFCS-High School 63 57 70 90 61 70 60 72 64 76 67 66 75 57 

Higley Unified SD -- -- -- -- 62 56 51 -- -- 60 52 48 -- 56 
Queen Creek Unified SD 54 55 97 -- 69 52 62 56 49 61 51 47 74 69 
Higley High School -- -- -- -- 52 66 59 -- -- 61 55 51 -- 53 
Heritage-Queen Creek 56 48 76 -- -- -- -- 70 60 75 63 70 60 -- 
ASU Prep Polytech MS 49 65 -- -- -- -- -- 68 60 -- -- -- 83 -- 
ASU Prep Polytech HS -- -- -- -- 54 67 73 -- -- 59 66 67 -- 46 
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A-F School Accountability 

Arizona Revised Statutes Section 15-241 (the “School Accountability Statute”) requires that school 
performance be evaluated and publicly reported based upon certain data sets and assigns schools with a letter grade 
as follows:  (i) a letter grade of “A” demonstrates an excellent level of performance; (ii) a letter grade of “B” 
demonstrates an above-average level of performance; (iii) a letter grade of “C” demonstrates an average level of 
performance; (iv) a letter grade of “D” demonstrates a below-average level of performance; and (v) a letter grade of 
“F” demonstrates a failing level of performance. 

The State evaluated and assigned letter grades to charter schools and District Schools until the 2013-2014 
school year. At that time, the State suspended the assignment of letter grades so that the State could reassess the 
criteria comprising the scores used to assign the letter grades. Letter grades were in suspension (and not assigned) 
but carried over for two years until the State developed its revised criteria for the 2017-2018 school year and began 
providing individual schools with letter grades as of testing during the spring of 2017.  

The plan adopted by the State Board of Education complies with State statutes and the Federal ESSA while 
measuring the quality of a school and its effectiveness across a broader range of measures than in the past.  The 
system measures year to year student academic growth, proficiency on English language arts, math and science, the 
proficiency and academic growth of English language learners, indicators that an elementary student is ready for 
success in high school and that high school students are ready to succeed in a career or higher education and high 
school graduation rates.  

Under the revised criteria, emphasis was shifted from academic proficiency to other measures and is 
heavily weighted toward growth, which makes up 70% of the ranking formula. The formula change had a significant 
impact on some of the top performing schools because the ability to grow when students are performing in the top 
10-15% of performers is difficult. The criteria was slightly revised again in 2018. 

Table 18 
A-F School Accountability Grades 

School 2013 2014 2015* 2016* 2017 2018 
Crismon A A A A B B 
Gilbert A A A A B A 
Power A A A A B A 
High School A A A A B A 

 

*The Grades from the 2014 testing were carried over in 2015 and 2016. 

State School Rankings 

BFCS is considered an advanced program with curriculum being one year ahead of grade level. The 
Pledged Schools have consistently scored in the top 10-15% of academic programs in the entire State.  

Table 19 
Arizona School Percentile Rankings 

Campus 2013-2014 2014-2015 2015-2016 2016-2017 2017-2018 
BFCS 94.7% 92.3% 95.7% 91.4% 90.7% 
Crismon 88.6% 91.8% 89.1% 87.1% 79.7% 
Gilbert 93.2% 96.6% 95.3% 82.9% 88.0% 
Power 93.7% 93.3% 94.3% 85.4% 89.3% 
High School Grades 7-8 (Jr. High) -- 83.9% 91.7% 87.6% 88.6% 
High School Grades 9-12 -- 85.1% 90.6% 91.6% 94.2% 



B-25 
 
 

Source: Arizona Department of Education as collected by SchoolDigger at: 
https://www.schooldigger.com/go/AZ/search.aspx 

College Entrance Exams   

In addition, students attending the High School consistently achieve college-admission test scores above 
the national average.  

The average SAT score for the High School students in 2017 was 1109, which is nearly 5 percent higher 
than the national average. The average composite ACT score at the High School in 2018 was 28.1 percent higher 
than the state average and 18.3 percent higher than the national average. 

Below is a table showing the average composite ACT scores for the High School students compared to the 
State and National scores: 

Table 20 
High School 

Comparable Average ACT Scores 

 High School Arizona Nationwide 
2016 25.7 20.1 20.8 
2017 23.8 19.7 21.0 
2018 24.6 19.2 20.8 

Source: ACT.org.  

Graduation Rate   

The High School just completed its 5th year of operation. In its inaugural year, grades 7th through 10th 
were offered. Eleventh grade was added the second year and 12th grade was added the third year. There have been 
three graduating classes with the following graduation rates as calculated by the ADE: 

2016 - 91% 
2017 - 96% 
2018 - 97% 

Internal Controls 

Historically, the Current Charter Holder has endeavored to ensure fiscal viability through financial 
decisions and internal controls.  Control activities are the policies and procedures that help ensure that plan 
management directives are carried out.  The Borrower intends to continue with the same internal controls such as the 
following: 

• Segregation of Duties - Authorizing transactions, recording transactions and maintaining custody of 
assets are assigned to different people.  For example, the purchasing manager must authorize all 
purchases and sign all invoices, the purchasing clerk records the purchase invoices, the director of 
finance reviews the paperwork and transactions and creates the checks.  Payroll for hourly employees 
is approved by the school principals, reviewed, approved and entered into the payroll system by the 
HR director and reviewed by the director of finance.  Payroll reports are reviewed by the HR director 
and director of finance before payroll is finalized.  All checks require the signature of the President or 
Vice President. A signature stamp exists and is controlled only by the purchasing manager. 

• Reconciliations – All bank accounts are reconciled on a monthly basis.  The asset system and payroll 
system are reconciled to the financial system on a monthly basis. 
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• Physical controls – The financial office is locked at all times except when occupied by the director of 
finance.  All important financial documents except for vendor contracts are kept in files in the financial 
office.  Check stock is also kept in the financial office.  The signature stamp is kept in a locked file in 
the purchasing manager’s office.  All campuses have monitored security systems on the buildings. 

• System controls – All computers used in the financial process are password protected. Financial 
records are backed up on a weekly basis to network servers and to an external hard drive in the 
financial office.  The backup of the financial office computer is an image backup and not just a backup 
of files.  The payroll system is accessed via the internet and is password protected and backed up by 
payroll service. 

• Application controls – The financial software system is password protected.  Access to areas of 
financial system is limited by user passwords and functions.  The financial system has embedded 
controls such as notification of duplicate document numbers, autobalancing between subledgers and 
general ledger, user transaction logs, auto reports analyzing data for possible errors, autobalancing of 
transactions for debits and credits, notification of possible erroneous accounts in transactions, etc.  The 
software is upgraded at least every three years. 

• Analytical procedures – Current financial reports are compared to historical reports for trend analysis 
and ratio analysis.  Detailed transactions in various ledgers are scanned on a consistent basis for 
anomalies and reasonableness.  Financial statements are produced on a quarterly basis and reviewed by 
the President and Vice President. 

• Financial skills competency – The director of finance is expected to be a contracted CPA, not an 
employee, currently licensed in the State and a participant in the AICPA peer review process.  Tax 
return preparation is performed by a separate CPA firm with competent tax experts. 

• Yearly audits – The Borrower’s financial statements will be audited on a yearly basis by an 
independent CPA firm. 

Conflict of Interest 

The Borrower’s Board of Directors has adopted a Conflict of Interest policy.  The Board will monitor 
enforcement of the policy by requiring disclosure of all conflicts of interest annually as well as when potential 
conflicts arise.  In accordance with the Conflict of Interest policy, anyone who receives compensation or other 
benefits, directly or indirectly, from the Borrower is precluded from voting on matters pertaining to such 
compensation or benefit.  In accordance with the Conflict of Interest policy, anyone who has a direct or indirect 
financial interest in a business arrangement with the Borrower must disclose the interest, and will be prohibited from 
participating in and voting on the determination to accept or reject the business arrangement.  

No Litigation 

On the date of the Limited Offering Memorandum, no action, suit, proceeding or investigation at law or in 
equity, before or by any court, governmental agency or public board or body is pending or, to the knowledge of the 
Borrower, overtly threatened, affecting the validity of the Master Indenture, the Bond Indenture, the Loan 
Agreement or the Bonds or contesting the corporate existence or powers of the Borrower or that is otherwise 
material to the planned business or operations of the Borrower or any of the Pledged Schools. 

 [Remainder of page intentionally left blank.] 
  



B-27 
 
 

 
 

Table 21 
Benjamin Franklin Charter School – Queen Creek 

Current and Proposed Debt 

Type of Debt Lending Institution 
Original 
Amount 

Interest 
Rate 

Outstanding 
Amt. as of 
October 1, 

2018 
Maturity 

Date 
Capital Lease - Computer Equipment HP Finance $152,256.28 7.93% $103,272.08  11/15/21 
Capital Lease - Computer Equipment HP Finance 241,102.00 7.57% 170,603.10  01/15/22 
Capital Lease - Computer Software HP Finance 44,097.91 6.47% 21,888.16  02/20/20 
Capital Lease - Computer Software HP Finance 10,913.95 7.96% 5,781.35  03/10/20 
Equipment Loan1 Bank of America 351,751.54 4.16% 38,549.34  03/20/19 
Equipment Loan1 Bank of America 111,589.51 4.25% 16,279.66  05/20/19 
Equipment Loan – Computers1 Bank of America 73,607.44 4.58% 46,175.55  07/01/20 
Equipment Loan – Mini-Bus #11 Bank of America 62,284.50 4.75% 49,043.05  07/01/22 
Equipment Loan – Mini-Bus #21 Bank of America 62,284.50 4.81% 49,059.99  08/01/22 
Equipment Loan – Bleachers1 Bank of America 43,612.00 4.86% 29,738.44  11/01/20 

Promissory Note #31 Benjamin Franklin 
Charter School, Ltd. 50,000.00 -- 50,000.00 12/11/18 

Promissory Note #41 Benjamin Franklin 
Charter School, Ltd. 50,000.00 -- 50,000.00 12/11/18 

Total Current Amount Outstanding $630,390.72  

Less: Promissory Note #31 refinanced with the Series 2018 Bonds  (50,000.00)  
Less: Promissory Note #41 refinanced with the Series 2018 Bonds  (50,000.00)  
Less: Equipment Loans refinanced with the Series 2018 Bonds (228,846.03)  
Plus: Subordinate Promissory Note #12 2.75% $3,200,000.00  11/30/19 
Plus: Subordinate Promissory Note #23     4.30% $2,800,000.00  06/01/25 

Total Subordinate Debt Outstanding after Issuance of Series 2018 Bonds $6,301,544.69  

Plus: Senior Lien Bonds - Series 2018A&B     $72,330,000.00  

Total Senior Lien Debt Outstanding after Issuance of Series 2018 Bonds  $72,330,000.00   

Total Amount Outstanding after Issuance of the Series 2018A&B Bonds $78,631,544.69  

1 To be refinanced with the Bonds 
2 Subordinate Promissory Note #1 is expected to be executed between the Borrower and LBE Investments, Ltd. 

upon closing the Bonds to cover the purchase cost of the schools not covered by the Bonds.   
3 Subordinate Promissory Note #2 is expected to be executed between the Borrower and the Current Charter 

Holder upon closing the Bonds to provide sixty days working capital for operating expenses.     

      

 

  



B-28 
 
 

Revenues 

State Payments.  The principal source of revenue for the Borrower will be State Payments which are paid 
by the State based on current student enrollments that are reported regularly to the State.  The Borrower will use 
these funds to pay amounts due under the Loan Agreement.  As security for the Obligations, including Obligation 
No. 1, and, in turn, the Loan, the Borrower will grant a first-priority lien and security interest against the Facilities 
and pledge all revenues derived from the Loan Agreement.  See APPENDIX A – “CHARTER SCHOOLS IN 
ARIZONA” in the Limited Offering Memorandum for a discussion of historical and projected levels of State 
allocation per pupil and other related matters.  See also “BONDHOLDERS’ RISKS – Changes in Law; Annual 
Appropriation; Inadequate State Payments” in the Limited Offering Memorandum. 

Classroom Site Fund; Instructional Improvement Fund.  Funds for performance-based teacher 
compensation increases and employment-related expenses, for maintenance and operations purposes and for teacher 
base salary increases are paid to school districts and charter schools on a monthly basis, based upon enrollment and 
other factors specified by State statute. See APPENDIX A – “CHARTER SCHOOLS IN ARIZONA – Charter 
School Finance” in the Limited Offering Memorandum for further information. 

In calculating the funds available for the Borrower to meet its payment obligations with respect to the Loan 
Agreement, it has been assumed that statutorily allowable expenses will directly offset any revenues received from 
the Classroom Site Fund or Instructional Improvement Fund. 

Maximum Annual Debt Service Requirements.  The maximum annual debt service on Obligation No. 1 
is $5,368,500. 

 
Historical and Projected Revenues and Expenses.  The following table provides historical and projected 

revenue and expense information.  To the extent that these projections provide information for future years, such 
projections are “forward-looking statements” and are subject to the general qualifications and limitations described 
under “INTRODUCTION – Forward-Looking Statements” with respect to such statements. 

The information contained in the following table has been adapted and modified by Buck Financial 
Advisors LLC on behalf of the Borrower from information received from the Current Charter Holder, the Borrower 
and, with respect to the estimated debt service payments, the Underwriter, and shows actual cash flows of the 
Current Charter Holder, based upon audited financial statements for fiscal years 2016-2017 and 2017-2018 and the 
projected cash flows for the Borrower for fiscal years 2018-2019 through 2022-2023.  Historical data from the 
Current Charter Holder and projected information from the Borrower can be found in Appendix C.   

The information contained in the following table has not been prepared in accordance with generally 
accepted accounting principles (“GAAP”).  No feasibility studies have been conducted with respect to the related 
projections.  Such projections relate only to a limited number of fiscal years and consequently do not cover the 
entire period that the Bonds will be outstanding.  The Underwriter has not independently verified such projections, 
and makes no representation nor gives any assurances that such projections or the assumptions underlying them are 
complete or correct.  The financial projections are based on assumptions made by the Borrower (on matters such as 
future enrollment, revenues and anticipated expenses), but there can be no assurance that actual enrollment, 
revenues and expenses will be consistent with such assumptions.  Actual operating results may be affected by many 
factors, including, but not limited to, increased costs, lower than anticipated revenues (as a result of insufficient 
enrollment, reduced payments from the State, or otherwise), employee relations, changes in taxes, changes in 
applicable government regulation, changes in demographic trends, factors associated with education, competition for 
students, and changes in local or general economic conditions.  For more information, see “BONDHOLDERS’ 
RISKS” in the Limited Offering Memorandum. 
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NO GUARANTEE CAN BE MADE THAT THE PROJECTED INFORMATION CONTAINED HEREIN 
WILL CORRESPOND WITH THE RESULTS ACTUALLY ACHIEVED IN THE FUTURE BECAUSE THERE 
CAN BE NO ASSURANCE THAT ACTUAL EVENTS WILL CORRESPOND WITH THE ASSUMPTIONS 
UNDERLYING SUCH PROJECTIONS.  ACTUAL OPERATING RESULTS MAY BE AFFECTED BY MANY 
FACTORS, INCLUDING, BUT NOT LIMITED TO, CHANGES IN THE STATE’S FUNDING SYSTEM, 
UNANTICIPATED INCREASES IN COSTS, LOWER THAN ANTICIPATED REVENUES (AS A RESULT OF 
INSUFFICIENT ENROLLMENT, REDUCED STATE OR FEDERAL AID PAYMENTS, OR OTHERWISE), 
EMPLOYEE RELATIONS, CHANGES IN TAXES, CHANGES IN APPLICABLE GOVERNMENTAL 
REGULATION, CHANGES IN DEMOGRAPHIC TRENDS, CHANGES IN EDUCATION COMPETITION AND 
LOCAL OR GENERAL ECONOMIC CONDITIONS. 

[Remainder of page intentionally left blank.]
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Table 22 

Historical and Projected Revenues and Expenses  
Fiscal Year 2016-2017 through 2022-2023 

 



 

APPENDIX C 

PROJECTIONS, NOTES AND SUMMARY OF SIGNIFICANT ASSUMPTIONS 
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Forecast
2017 2018 July - Dec 11, 2018

Selected Revenues

Equalization and government revenues
State equalization assistance 18,410,000 18,460,000 8,719,000
Prop 301 classroom site funds 1,251,000 1,327,000 591,000
Instructional improvement funds 149,000 126,000 53,000
Results based funding - 421,000 -
Prop 123 additional state funding 66,000 193,000 57,000

Other 539,000 616,000 260,000

Total revenues 20,415,000 21,143,000 9,680,000

Selected expenses

Salaries and bonuses 8,730,000 9,292,000 4,523,000
Employer payroll expenses 656,000 698,000 340,000
Employee benefits 1,619,000 1,664,000 829,000
Professional fees 373,000 364,000 133,000
Repairs and maintenance 402,000 363,000 168,000
Supplies and equipment 745,000 901,000 314,000
Utilities 332,000 347,000 155,000
Student activities 246,000 268,000 121,000
Food services 202,000 181,000 88,000
Other 362,000 520,000 252,000

Total selected expenses 13,667,000 14,598,000 6,923,000

Net operating revenue before
campus lease payments 6,748,000 6,545,000 2,757,000

Campus lease payments 6,020,000 6,018,000 2,500,000

Net operating revenue available
for debt service and capital expenditures 728,000 527,000 257,000

BENJAMIN FRANKLIN CHARTER SCHOOL LTD
STATEMENTS OF SELECTED REVENUES AND EXPENSES - CASH BASIS

For the Years Ending June 30, 2017 and 2018
(With Comparative Forecasted Information July thru December 11, 2018)

No assurance is provided on these financial statements
See accompanying notes and summary of significant assumptions
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(With Comparative Forecasted Information July thru December 11, 2018)

Notes and Summary of Significant Assumptions
(Substantially All Disclosures Omitted Other than Significant Assumptions Required by AICPA Presentation Guidelines for

Prospective Financial Statements)

No assurance is provided on these financial statements Page 2

NOTE A—MANAGEMENT’S ELECTION TO OMIT DISCLOSURES FOR HISTORICAL FINANCIAL STATEMENTS

Management has elected to omit substantially all disclosures ordinarily included with the cash basis of accounting.
If the omitted disclosures were included with the statements of selected revenues and expenses – cash basis, they
might influence the user’s conclusions about the results of operations. Accordingly, the statements of selected
revenues and expenses – cash basis are not designed for those who are not informed about such matters.

NOTE B—NATURE OF FORECASTED FINANCIAL STATEMENTS

The financial forecast (presented in comparative form to historical financial statements) presents, to the best of
management’s knowledge and belief, the company’s expected results of operations for the forecast period (the
five months ending December 11, 2018). Accordingly, the forecast reflects management’s judgment as of October
9, 2018, the date of the forecast, of the expected conditions and its expected course of action. The assumptions
disclosed herein are those that management believes are significant to the forecast and are not an all-inclusive list
of those used to prepare the forecast. There will usually be differences between the forecasted and actual results,
because events and circumstances frequently do not occur as expected, and those differences may be material.

NOTE C – MANAGEMENT’S ELECTION TO OMIT DISCLOSURES FOR FORECASTED FINANCIAL STATEMENTS

Management has elected to omit substantially all disclosures required by AICPA guidelines for prospective financial
information other than significant assumptions required by AICPA presentation guidelines. If the omitted
disclosures were included in the financial forecast, they might influence the user’s conclusion about the revenues
and expenses. Accordingly, the financial projections are not designed for those who are not informed about such
matters.

NOTE D – FORECASTED REVENUES

The state equalization assistance funds, classroom site funds, instructional improvement funds and proposition
123 funds are based on the student enrollment. Total projected student enrollments for the four schools are as
follows:

2019
Kindergarten* 152
1st 291
2nd 297
3rd 266
4th 278
5th 281
6th 289
7th 216
8th 215
9th 206
10th 181
11th 138
12th 120
Total 2930
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Notes and Summary of Significant Assumptions
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Prospective Financial Statements)

No assurance is provided on these financial statements Page 3

Other revenue sources are projected based upon the existing schools results from prior years adjusted for
anticipated changes.

NOTE E - SALARIES AND BENEFITS

Salaries and benefits are based on the current employee count with adjustments for any anticipated changes.

NOTE F – OTHER SELECTED OPERATING EXPENSES

All other selected operating expenses are based on results from the existing schools prior years and adjusted for
expected variations and known changes in policies and plans.

NOTE G – DEPRECIATION AND INCOME TAXES

Depreciation and income taxes expense have been excluded from the historical and forecasted financial
statements as these expenses are not relevant for the expected use and analysis of these statements.
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7 Months
December 2018 -

June 2019 2020 2021 2022 2023

Revenues - unrestricted

Equalization and government revenues
State equalization assistance 11,023,000 20,701,000 21,813,000 22,543,000 23,297,000
Prop 301 classroom site funds 746,000 1,363,000 1,391,000 1,419,000 1,447,000
Instructional improvement funds 67,000 122,000 124,000 127,000 129,000
Prop 123 additional state funding 73,000 130,000 130,000 130,000 130,000

Other 312,667 565,000 570,000 575,000 580,000

Total unrestricted revenues 12,221,667 22,881,000 24,028,000 24,794,000 25,583,000

Expenses - unrestricted

Salaries and bonuses 5,622,000 10,906,000 11,436,000 11,815,000 12,202,000
Employer payroll expenses 430,000 836,000 878,000 907,000 937,000
Employee benefits 1,048,000 2,039,000 2,140,000 2,211,000 2,284,000
Professional fees 258,000 475,000 480,000 485,000 490,000
Repairs and maintenance 212,000 385,000 390,000 395,000 400,000
Supplies and equipment 396,000 720,000 730,000 740,000 750,000
Utilities 195,000 360,000 370,000 380,000 390,000
Student activities 154,000 280,000 285,000 290,000 295,000
Food services 112,000 205,000 210,000 215,000 220,000
Other 368,500 672,000 680,000 686,000 700,000

Total unrestricted expenses 8,796,000 16,878,000 17,599,000 18,124,000 18,668,000

Estimated net operating revenue available
for debt service 3,426,000 6,003,000 6,429,000 6,670,000 6,915,000

Series 2018 debt service 2,380,000 4,284,000 4,284,000 4,599,000 4,597,000
Less: Capitalized interest (2,380,000) (1,595,000) - - -
Total senior lien debt service - 2,689,000 4,284,000 4,599,000 4,597,000

Senior lien debt service coverage - 2.23 1.50 1.45 1.50

Subordinated debt service
Promissory note #1 1,895,000 1,353,000
Promissory note #2 300,000 450,000 450,000 450,000 625,000
Capitalized equipment leases 67,000 109,000 95,000 49,000 -
Promissory note #3 50,000 -
Promissory note #4 50,000 -

Total debt service payments 2,362,000 4,601,000 4,829,000 5,098,000 5,222,000

Total debt service coverage 1.45 1.30 1.33 1.31 1.32

Net surplus before capital expenditures 1,064,000 1,402,000 1,600,000 1,572,000 1,693,000

Capital expenditures 200,000 400,000 400,000 400,000 400,000

Estimated net surplus 864,000 1,002,000 1,200,000 1,172,000 1,293,000

BENJAMIN FRANKLIN CHARTER SCHOOL - QUEEN CREEK
PROJECTED STATEMENTS OF REVENUES AND EXPENSES - CASH BASIS

UNDER THE HYPOTHETICAL ASSUMPTIONS IN NOTE A
For the Seven Months Ending June 30, 2019

and the Years Ending June 30, 2020 through 2023

No assurance is provided on these financial statements
See accompanying notes and summary of significant assumptions
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NOTE A—NATURE AND LIMITATIONS OF PROJECTIONS

This financial projection is based on the hypothetical assumption that Benjamin Franklin Charter School – Queen
Creek (BFCSQC) will obtain adequate bond financing to enable the purchase of four existing school campuses and
associated personal property from LBE Properties Ltd and begin operations on December 11, 2018. The bond
financing will also provide funds to construct a fine arts facility providing 10,000 sq. ft. of additional classrooms to
be ready for the 2019/2020 school year.

The projections present, to the best of management’s knowledge and belief, BFCSQC’s expected revenues and
expenses for the seven month period ending June 30, 2019 and the years ending June 30, 2020 through 2023
assuming the hypothetical assumption noted above. Accordingly, the projections reflect management’s judgment
as of October 9, 2018, of the expected conditions and results assuming the hypothetical assumptions.

The presentation is designed to provide information to assist those financing the bonds analyze whether BFCSQC
has the ability to pay the expected debt service obligations after obtaining bond financing as described in the
hypothetical assumptions above and should not be considered to be a presentation of expected future revenues
and expenses. Accordingly this presentation should not be used for other purposes.

The assumptions disclosed herein are those that management believes are significant to the presentation and are
not an all-inclusive list of those used to prepare the projections. Even if the hypothetical assumptions noted above
are achieved there will usually be differences between the projected and actual results, because events and
circumstances frequently do not occur as expected, and those differences may be material.

Amounts shown in the projections have been rounded to the nearest thousand dollars.

NOTE B – BASIS OF ACCOUNTING

The accompanying projected financial statements have been prepared on the cash basis of accounting which
differs from accounting principles generally accepted in the United States of America. Under the cash basis of
accounting, revenues are recognized when received rather than when earned and expenses are recognized when
paid rather than when the obligation is incurred. The purchase of property and equipment is expensed rather than
capitalized and depreciated. Payments for debts are fully expensed when paid rather than only the interest
portion of the payments.

NOTE C – REVENUES

The state equalization assistance funds, classroom site funds, instructional improvement funds and proposition
123 funds are based on the student enrollment. Total projected student enrollments for the four schools are as
follows:
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2019 2020 2021 2022 2023
Kindergarten* 152 154 156 158 160
1st 291 297 303 309 315
2nd 297 303 309 316 322
3rd 266 271 277 282 288
4th 278 283 289 296 301
5th 281 286 293 298 304
6th 289 296 300 305 313
7th 216 220 225 229 234
8th 215 219 224 228 233
9th 206 210 214 219 223
10th 181 185 188 192 196
11th 138 141 144 146 149
12th 120 123 124 127 130
Total 2930 2988 3046 3105 3168
*Each kindergarten student is counted as ½ student for funding purposes

Proposition 301 requires the state legislature to increase the state equalization assistance funding by 2% or by the
change in the GDP price deflator for the most recent calendar year, whichever is less. However, for fiscal years
ending June 30, 2019, 2020 and 2021, the state legislature has increased the equalization assistance beyond the
required funding to schools for the purpose of raising teacher salaries by 20%. FY 2019 will receive funding to
increase teacher salaries by 10% and FY 2020 and 2021 will receive increased funding to increase teacher salaries
by 5% each. The FY 2019 base level adjustment published by the Arizona Department of Education is 7.52%. The
increase in equalization base level funding for 2020 and 2021 is expected to be 3.96% and 3.86% respectively. The
increase in equalization base level funding for 2022 and 2023 is projected to be 1.31%.

The forecast also assumes the same funding per pupil for all projected years as is currently published for the
classroom site funds, instructional improvement funds and proposition 123 funding.

Other revenue sources are projected based upon the existing schools results from prior years adjusted for
anticipated changes.

NOTE D - SALARIES AND BENEFITS

Salaries and benefits are based on the current employee count and expenses with adjustments for anticipated
changes. Salaries for teachers are expected to increase 10% in 2019, 5% in 2020 and 5% in 2021. Salaries for
teachers are projected to increase 2% in 2022 and 2023.

NOTE E – BOND FINANCING

The projections assume BFCSQC will obtain education revenue bonds under the Maricopa County Industrial
Development Authority. The school will receive 30 year bond financing for $71,870,000 par amount of bonds with
rates between 4.45% and 5.50%. The amount will include $57,200,000 for the purchase of existing buildings, land
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and equipment for four school campuses, $6,000,000 for the construction of a fine arts facility, $8,783,000 for
bond financing required reserves and capitalized interest and $1,847,000 for the cost of issuance and
underwriter’s discount. Bond financing will have a December 11, 2018 delivery date.

The bond debt service payments for the next five years are as follows:

Fiscal year Principal Interest
2019 $0 $2,380,000
2020 $0 $4,284,000
2021 $0 $4,284,000
2022 $315,000 $4,284,000
2023 $330,000 $4,267,000

NOTE F – SUBORDINATED DEBT

Promissory note #1 is expected to be signed December 11, 2018 between BFCSQC and the prior owner to cover
the purchase cost of the schools not covered by the Series 2018 Bonds. The $3,200,000 is expected to have an
annual interest rate of 2.75%. Payments will be $270,655.56 per month for 12 months maturing on November 30,
2019.

Promissory note #2 is expected to be signed December 11, 2018 between BFCSQC and the prior owner to provide
approximately sixty days working capital for operating expenses. The $2,800,000 note is expected to have an
annual interest rate of 4.3%. Payments will be $300,000 in year 1, $450,000 in years 2-4, $625,000 in years 5 and 6,
and a final payment of $378,000 in year 7.

Promissory note #3 is a $50,000 note payable to Benjamin Franklin Charter School bearing interest at 4.3% to be
paid in December 2018 by proceeds from the bond cost of issuance funds. The money provided working capital to
cover startup costs.

Promissory note #4 is a $50,000 note payable to Benjamin Franklin Charter School bearing interest at 4.3% to be
paid in December 2018 by proceeds from the bond cost of issuance funds. The money provided working capital to
cover startup costs.

The remaining subordinated debt is for existing equipment capital leases to be assigned to BFCSQC after the school
begins operations.

NOTE G – OTHER SELECTED OPERATING EXPENSES

The school will lease a building from LBE Investments, Ltd. on a yearly rental basis for $79,600.

All other selected operating expenses are based on results from the existing school’s prior years and adjusted for
expected variations and known changes in policies and plans.

It is assumed that BFCSQC will receive 501c3 status and operate as a nonprofit entity. Therefore, income tax and
property tax expenses are not included in the accompanying projected income statements.
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APPENDIX D 
 

ECONOMIC AND DEMOGRAPHIC INFORMATION 

The following information is provided to give prospective investors general information concerning selected 
economic and demographic conditions existing in the area within which the Pledged Schools are located.  The statistics 
presented below have been obtained from the referenced sources and represent the most current information available 
from such sources; however, certain of the information is related only after a significant amount of time has passed 
since the most recent date of the reported data and therefore, such information may not be indicative of economic and 
demographic conditions as they currently exist or conditions which may be experienced in the near future.  Further, 
the reported data has not been adjusted to reflect economic trends, notably inflation.  Finally, other economic and 
demographic information not presented herein may be available concerning the area in which the Pledged Schools are 
located and prospective investors may want to review such information prior to making their investment decision.  
The following is not to be relied upon as a representation or guarantee of the Issuer, the Borrower, or their officers, 
employees or advisors. 

Population 

The following table sets forth population statistics for Maricopa County, Arizona and the State of Arizona. 

COMPARATIVE POPULATION 

Year 
Maricopa
County 

Percent
Change 

State of 
Arizona 

Percent
Change 

1990 2,122,101 N/A 3,665,339 N/A 
2000 3,072,149 44.7% 5,130,632 40.0% 
2010 3,817,117 24.2 6,392,017 24.6 
2017  4,221,684 10.6 6,965,897 8.9 

Source: U.S. Census Bureau, 2017 estimated, Census 2010, Census 2000, and 1990 Census. 

Median Age 

The median age for the residents of Maricopa County is 35.8 years.  The State-wide median age is 37.1 years. 
(Source: American FactFinder, 2012-2016 American Community Survey 5-Year Estimates) 

Housing Stock 

The following table sets forth housing unit information for Maricopa County, Arizona. 

HOUSING UNITS 

 2000 2010 2017 
Maricopa County 1,250,231 1,639,279 1,738,201 

Source: U.S. Census Bureau, Census 2000, Census 2010 and 
American FactFinder, 2017 American Community Survey 1-Year 
Estimates. 
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Income 

The following table sets forth median household income for Maricopa County, Arizona, the State of Arizona 
and the United States. 

MEDIAN HOUSEHOLD INCOME 
 2010 2011 2012 2013 2014 2015 2016 

Maricopa County 55,054 55,099 54,385 53,596 53,689 54,229 55,676 
Arizona 50,448 50,752 50,256 49,774 49,928 50,255 51,340 
United States 51,914 52,762 53,046 53,406 53,482 53,889 55,322 

Source:  U.S. Department of Commerce, Bureau of Economic Analysis and U.S. Census  

Education 

The educational background of Maricopa County, Arizona is illustrated in the following table: 

EDUCATIONAL LEVELS FOR PERSONS 25 YEARS OF AGE AND OLDER 

Education Level 
Maricopa 
County 

Arizona United 
States 

Less than 9th Grade 6.2% 6.1% 5.4% 
9th to 12th Grade, No Diploma 6.9 7.7 7.2 
High School Graduate 22.9 24.3 27.2 
Some College, No Degree 24.6 25.5 20.6 
Associate Degree 8.5 8.5 8.4 
Bachelor’s Degree 19.8 17.5 19.3 
Graduate or Professional Degree 11.2 10.4 11.9 
    
Percent high school graduate or higher 86.9 86.2 87.5 

Source: U.S. Census Bureau, American Community Survey, 2012-2016 5-Year Estimates. 

Unemployment Rate 

The unemployment rate of Maricopa County, Arizona is illustrated in the following table: 

ANNUAL UNEMPLOYMENT RATE AVERAGES (a) 

Year Maricopa County 
2013 6.6% 
2014 5.8 
2015 5.1 
2016 4.6 
2017 4.2 
2018 (b) 4.1 

  
 
(a) Data shown is not seasonally adjusted. 
 
(b) Data through August 2018. 
 
Source: Arizona Office of Employment and Population Statistics, in cooperation with the U.S. Department of 

Labor, Bureau of Labor Statistics. 
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Largest Employers 

The following table represents the largest employers within Maricopa County, Arizona and their respective 
number of employees.   

LARGEST EMPLOYERS 
Employer Description Approximate Employees (a) 

   
State of Arizona State government 36,310 
Banner Health Hospitals, healthcare 34,776 
Wal-Mart Stores Inc. Retailer 34,090 
Wells Fargo & Co. Financial Services 14,818 
City of Phoenix Municipal government 13,776 
Maricopa County County government 12,939 
Arizona State University State university 12,715 
HonorHealth Hospitals, healthcare 11,296 
Dignity Health Hospitals, healthcare 11,182 
Intel Corp. Computer processor 

manufacturer 
11,000 

  
(a) Full-time equivalent Arizona employees. 

Source: The Book of Lists 2017-18, Phoenix Business Journal  

School Age Children 

The following table represents school age children in Maricopa County, Arizona. 

SCHOOL AGE CHILDREN 
 

Maricopa County 
 2010 Percent 2016 Percent 
5-9 years 278,364 7.4% 289,790 7.1% 
10-14 years 269,601 7.2 286,719 7.0 
15-19 years 270,284 7.2 278,790 6.8 
Total 818,249 21.8 855,299 20.9 

 
 Source: U.S. Census Bureau, American Community Survey, 2012-2018 5-Year Estimates. 
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APPENDIX E 

AUDITED FINANCIAL STATEMENTS OF BENJAMIN FRANKLIN CHARTER SCHOOL, LTD. 
FOR THE  

FISCAL YEARS ENDED JUNE 30, 2018 AND 2017 

The audited financial statements of the Current Charter Holder included in this APPENDIX E are for the Fiscal Years 
ended June 30, 2018 and 2017, and are the most recent audited financial statements available for the Current Charter 
Holder.  Such financial statements speak only as of those dates and do not report any changes that might have occurred 
since June 30, 2018.  However, the Current Charter Holder is not aware of any material change in its financial 
condition as of the date of this Limited Offering Memorandum. 

The audited financial statements of the Current Charter Holder included in this APPENDIX E include information 
relating to the operations of the Current Charter Holder.  None of the assets or revenues of the Current Charter 
Holder are pledged as security for payment of the Obligated Group’s obligations under the Master Indenture 
or the Obligations, including Obligation No. 1 or, in turn, the Borrower’s obligations under the Loan 
Agreement or as security for payment of principal of and premium, if any, and interest on the Bonds. 
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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Benjamin Franklin Charter School, Ltd.
Gilbert, Arizona

Report on the Financial Statements
I have audited the accompanying  balance sheet of Benjamin Franklin Charter School, Ltd. as of June 30, 2018, and the
related  statement of income and stockholder’s equity, and  statement of cash flows for the year ended June 30, 2018,
and the related  notes to the financial statements, which collectively comprise Benjamin Franklin Charter School, Ltd.’s
basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility
My responsibility is to express an opinion on these financial statements based on my audit. I conducted my audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that I plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. Accordingly, I express no such opinion.

An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the financial statements. 
I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my audit opinion.

Opinion
In my opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of Benjamin Franklin Charter School, Ltd., as of June 30, 2018, and the respective changes in financial position
and cash flows thereof for the year ended June 30, 2018 in accordance with accounting principles generally accepted
in the United States of America.

1



Other Matters
In accordance with United States Government Auditing Standards, I have also issued a report dated November 2, 2018,
on my consideration of Benjamin Franklin Charter School, Ltd.’s internal control over financial reporting and my tests
of its compliance with certain provisions of laws, regulations, contracts, grant agreements, and other matters. The
purpose of that report is to describe the scope of my testing of internal control over financial reporting and compliance
and the results of that testing and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with United States Government Auditing
Standards and should be considered in assessing the results of my audit.

Joel D. Huber, CPA, P.C.
Mesa, Arizona
November 2, 2018

Joel D. Huber, CPA, P.C.
Certified Public Accountant
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BENJAMIN FRANKLIN CHARTER SCHOOL, LTD.
BALANCE SHEET

JUNE 30, 2018

Assets
Current Assets

3,712,000$Cash
430,014Prepaid income taxes

52,224Current portion of note receivable
164,652Receivable

4,358,890Total Current Assets

815,308Property and equipment net of accumulated depreciation
347,382Note receivable - related party
604,126Investments

180Deposits

6,125,886$Total assets

Liabilities and stockholder's equity
Current Liabilities

288,081$Accounts payable
367,660Payroll liabilities

34,603Taxes payable
281,772Current portion of long-term debt

972,116Total Current Liabilities

22,449Deferred tax liability
1,141,616Long-term debt, net of current maturities

2,136,181Total liabilities

Stockholder's equity
Benjamin Franklin Charter School equity

1,000Common Stock
3,988,705Retained earnings

3,989,705    Total stockholders' equity

6,125,886$Total liabilities and stockholder's equity

See accompanying notes to the financial statements
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BENJAMIN FRANKLIN CHARTER SCHOOL, LTD.
STATEMENT OF INCOME AND STOCKHOLDER'S EQUITY

FOR THE YEAR ENDED JUNE 30, 2018

Revenues:

State funds
18,460,375$State equalization assistance

420,847Results based funding
193,327Proposition 123

1,326,579Classroom site funds
126,040Instructional improvement funds

20,527,168Total revenues from State funds

Local sources
38,993Interest and other miscellaneous sources

199,275Food service
377,501Fees and donations

615,769Total revenues from local sources

21,142,937$  Total revenues

Expenses:
9,291,939Salaries
6,017,506Rent & Lease
1,664,206Employee Benefits

697,858Employer Payroll Expense
468,771Supplies
432,573Equipment
432,068Depreciation Expense
364,106Professional Fees
363,423Repairs & Maintenance
347,021Utilities
268,164Student Activities
180,989Food Services Expenses
113,154Insurance
100,001Advertising

69,836Telephone & Communication
52,669Automobile Expense
47,919Interest Expense
36,251Training & Seminars
29,622Travel, Meals & Entertainement
19,949Bank Service Charges
12,356Recruiting
11,763Contributions
10,165Dues & Subscriptions
10,153License & Permits

5,967Other

21,048,429Total expenses

94,508Net income before income taxes

24,477Income taxes
(170,525)Adjustment for deferred taxes
(146,048)Provision for income taxes

240,556Net Income

3,749,149Stockholder's equity at beginning of period

240,556Plus net income

3,989,705$Stockholder's equity at end of period

See accompanying notes to the financial statements
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BENJAMIN FRANKLIN CHARTER SCHOOL, LTD.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2018

Cash flows from operating activities:
240,556$Net income

Adjustments to reconcile net income
to cash provided by operating activities:

432,068Depreciation
51Decrease in prepaid income taxes

301Decrease in deposits
(164,652)Increase in receivables

72,842Increase in accounts payable
29,652Increase in payroll liabilities

(237,136)Decrease in deferred tax liability
34,603Decrease in income taxes payable

408,285Net cash provided by operating activities

Cash flows from investing activities:
(241,788)Additions to property and equipment

48,222Proceeds from loan payments

(193,566)Net cash used by investing activities

Cash flows from financing activities:
(386,096)Repayment of debt
241,788Long-term borrowings

(144,308)Net cash used by financing activities

70,411Net decrease in cash and cash equivalents

3,641,589Cash and cash equivalents at beginning of year

3,712,000$Cash and cash equivalents at end of year

Supplemental disclosures of cash flow information:
25,597$Interest Paid

137,782$Income Taxes Paid

See accompanying notes to the financial statements
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BENJAMIN FRANKLIN CHARTER SCHOOL, LTD.
NOTES TO THE  FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2018

NOTE 1 - ORGANIZATION

Benjamin Franklin Charter School, Ltd., is an Arizona Corporation organized on June 22, 1995.  The School
operates under a Charter Contract with the Arizona State Board of Charter Schools.  The School operates four
campuses in Central Arizona.  During the fiscal year ending June 30, 2018 the School provided educational
services to  students in kindergarten through twelfth grade.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Cash and Cash Equivalents
The Company considers all monetary instruments with a  maturity of three months or less to be cash
equivalents.  As of June 30, 2018, there were no cash equivalents.

Property & Equipment
Property and equipment are stated at purchased cost or estimated value when contributed.  Property
and equipment are depreciated using the double declining balance method over the assets’ estimated
useful lives.  Property and equipment are capitalized if the useful life is greater than one year.

Income Taxes
Income taxes are provided for the tax effects of transactions reported in the  financial statements and
consist of taxes currently due.  Deferred taxes are recognized for differences between the basis of
assets and liabilities for  financial statement and income tax purposes.  Deferred tax assets and
liabilities represent the future tax return consequences of those differences, which will either be
taxable or deductible when the assets and liabilities are recovered or settled.  Those differences
resulted in a deferred tax liability at June 30, 2018 of $22,449.  The Federal Income Tax Returns of
Benjamin Franklin Charter School, LTD. for 2015, 2016 and 2017 are subject to examination by the
Internal Revenue Service.

Use of Estimates
The preparation of  financial statements in conformity with generally accepted accounting principles
requires management  to make estimates and assumptions that affect the reported amounts of assets
and liabilities, disclosure of contingent assets and liabilities at the date of the  financial statements and
the reported amounts of revenues and expenses during the reporting period.  Accordingly, actual
results could differ from those estimates.

Fair Value of Financial Instruments
Unless otherwise indicated, the fair values of all reported assets and liabilities which represent
financial instruments (none of which are held for trading purposes) approximate the carrying values
of such amounts. 
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BENJAMIN FRANKLIN CHARTER SCHOOL, LTD.
NOTES TO THE  FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2018

NOTE 3 - PROPERTY AND EQUIPMENT

The following classes of property and equipment are reflected in the accompanying  financial statements at June
30, 2018:

Leasehold and site improvements $ 1,485,233 
Furniture and equipment 4,345,268 
Curriculum materials 1,650,439 
Computer software 54,408 

7,535,348 
Less accumulated depreciation (6,720,040)

$ 815,308 

NOTE 4 - LONG-TERM DEBT

At June 30, 2018 the outstanding balance on long-term debt, including the current portion, was $1,423,388. 
Benjamin Franklin Charter School, Ltd. (BFCS) holds notes payable for vehicles and equipment.  The debt
borrowings carry interest rates between 7% to 10% per annum from the date borrowed, with interest paid
monthly on amounts borrowed.   The debt is secured by vehicles and equipment.   Maturities of long-term debt
are as follows:

Years ending
June 30, 

2019 $ 281,772
2020 207,175
2021 170,870
2022 125,496
2023 55,176

2024 and after 582,899

$ 1,423,388

The School also has been granted a line of credit with Bank of America, not to exceed $100,000.  At June 30,
2018 there was no outstanding balance on this line of credit.
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BENJAMIN FRANKLIN CHARTER SCHOOL, LTD.
NOTES TO THE  FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2018

NOTE 5 - LEASE COMMITMENTS

BFCS rents land and buildings from LBE Investments, Ltd., on a yearly rental basis. Total rent expense for the
fiscal year ended June 30, 2018 was $6,017,506.

NOTE 6 - ECONOMIC DEPENDENCY

Benjamin Franklin Charter School, Ltd., receives a substantial amount of its support from a contract with a
governmental body.  A significant reduction in the level of support from this source may have a material effect
on the School’s continuing operations.

NOTE 7 - PENSION PLAN

The School participates in the State of Arizona Retirement System.  Total contributions to the plan during the
year ended June 30, 2018 were $971,833.

NOTE 8 - CONCENTRATION OF CREDIT RISK

The School maintains their cash in bank deposit accounts at various financial institutions.  The balances, at
times, may exceed federally insured limits.

NOTE 9 - SUBSEQUENT EVENTS

Management has evaluated subsequent events through Friday November 2, 2018, which is the date the financial
statements were available to be issued.  The Company’s stockholder has made the decision to transfer the
charter for operating the school to nonprofit entity which will operate the four campuses which comprise the
school’s operations.  Future operations of the Company have not been determined and will not be determined
until the transfer of the charter is final.  An estimate of the financial effect cannot be made until the transfer of
the charter is final and future operations are determined.

NOTE 10 - RELATED PARTY

Benjamin Franklin Charter School, Ltd. rents land and buildings from LBE Investments, Ltd.  Note 5 above
describes the transactions between the parties.

NOTE 11 - CAPITAL TRANSACTION

As of July 1, 2016, the Company had 3,000 shares of common stock outstanding with a par value of $1 per
share.  On June 19, 2017, 2,000 shares were purchased by the Company for retirement at a cost of $2,245,949
with the excess cost above par value charged to retained earning leaving 1,000 shares of common stock
outstanding as of June 30, 2017.

 

8



SPECIAL AUDIT REPORT



Joel D. Huber, CPA, P.C.
Certified Public Accountant

3048 East Baseline Road, Suite 116
Mesa, Arizona  85204
PHONE: (480) 503-9200
FAX: (866) 680-5863

Member of the American
Institute of Certified Public
Accountants

Member of the Arizona
Society of CPA’s

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF 

FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Benjamin Franklin Charter School, Ltd.
Gilbert, Arizona

I have audited, in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in United States Government Auditing Standards, issued by the
Comptroller General of the United States, the financial statements of Benjamin Franklin Charter School, Ltd. which
comprise the  balance sheet as of June 30, 2018, and the related  statement of income and stockholder’s equity, and  cash
flows for the year then ended, and the related  notes to the financial statements and have issued my report thereon dated
November 2, 2018.

Internal Control Over Financial Reporting
In planning and performing my audit of the financial statements, I considered Benjamin Franklin Charter School, Ltd.’s 
internal control over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing my opinion on the financial statements, but not for the purpose of expressing
an opinion on the effectiveness of Benjamin Franklin Charter School, Ltd.’s internal control.  Accordingly, I do not
express an opinion on the effectiveness of the Company’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct misstatements
on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there
is a reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented, or
detected and corrected on a timely basis.  A significant deficiency is a deficiency, or a combination of deficiencies, in
internal control that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

My consideration of internal control over financial reporting was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies.  Given these limitations, during my audit I did not identify any deficiencies in internal control
that I consider to be material weaknesses.  However, material weaknesses may exist that have not been identified.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether Benjamin Franklin Charter School, Ltd.’s financial statements
are free from material misstatement, I performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grants agreements, noncompliance with which could have a direct and material effect on the determination
of financial statement amounts.  However, providing an opinion on compliance with those provisions was not an
objective of my audit and, accordingly, I do not express such an opinion.  The results of my tests disclosed no instances
of noncompliance or other matters that are required to be reported under Government Auditing Standards.
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Purpose of this Report
This report is solely to describe the scope of my testing of internal control and compliance and the results of that testing,
and not to provide an opinion on the effectiveness of the entity’s internal control or on compliance.  This report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the entity’s
internal control and compliance.  Accordingly, this communication is not suitable for any other purpose.

Joel D. Huber, CPA, P.C.
November 2, 2018
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Joel D. Huber, CPA, P.C.
Certified Public Accountant

3048 East Baseline Road, Suite 116
Mesa, Arizona  85204
PHONE: (480) 503-9200
FAX: (866) 680-5863

Member of the American
Institute of Certified Public
Accountants

Member of the Arizona
Society of CPA’s

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Benjamin Franklin Charter School, Ltd.
Gilbert, Arizona

Report on the Financial Statements
I have audited the accompanying  balance sheet of Benjamin Franklin Charter School, Ltd. as of June 30, 2017, and the
related  statement of income and stockholder’s equity, and  statement of cash flows for the year ended June 30, 2017,
and the related  notes to the financial statements, which collectively comprise Benjamin Franklin Charter School, Ltd.’s
basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility
My responsibility is to express an opinion on these financial statements based on my audit. I conducted my audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that I plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. Accordingly, I express no such opinion.

An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the financial statements. 
I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my audit opinion.

Opinion
In my opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of Benjamin Franklin Charter School, Ltd., as of June 30, 2017, and the respective changes in financial position
and cash flows thereof for the year ended June 30, 2017 in accordance with accounting principles generally accepted
in the United States of America.
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Other Matters
In accordance with United States Government Auditing Standards, I have also issued a report dated November 8, 2017,
on my consideration of Benjamin Franklin Charter School, Ltd.’s internal control over financial reporting and my tests
of its compliance with certain provisions of laws, regulations, contracts, grant agreements, and other matters. The
purpose of that report is to describe the scope of my testing of internal control over financial reporting and compliance
and the results of that testing and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with United States Government Auditing
Standards and should be considered in assessing the results of my audit.

Joel D. Huber, CPA, P.C.
Mesa, Arizona
November 8, 2017

Joel D. Huber, CPA, P.C.
Certified Public Accountant
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BENJAMIN FRANKLIN CHARTER SCHOOL, LTD.
BALANCE SHEET

JUNE 30, 2017

Assets
Current Assets

3,641,589$Cash
385,165Prepaid income taxes

44,900Receivable

4,071,654Total Current Assets

1,005,587Property and equipment net of accumulated depreciation
447,828Note receivable - related party
604,126Investments

481Deposits

6,129,676$Total assets

Liabilities and stockholder's equity
Current Liabilities

215,239$Accounts payable
338,008Payroll liabilities
149,411Note payable - related party
228,899Current portion of long-term debt

931,557Total Current Liabilities

259,585Deferred tax liability
1,189,385Long-term debt, net of current maturities

2,380,527Total liabilities

Stockholder's equity
Benjamin Franklin Charter School equity

1,000Common Stock
3,748,149Retained earnings

3,749,149    Total stockholders' equity

6,129,676$Total liabilities and stockholder's equity

See accompanying notes to the financial statements
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BENJAMIN FRANKLIN CHARTER SCHOOL, LTD.
STATEMENT OF INCOME AND STOCKHOLDER'S EQUITY

FOR THE YEAR ENDED JUNE 30, 2017

Revenues:

State funds
18,410,137$State equalization assistance
1,250,733Classroom site funds

149,058Instructional improvement funds
65,544Proposition 123

19,875,472Total revenues from State funds

Local sources
38,783Interest and other miscellaneous sources

207,363Food service
292,813Fees and donations

538,959Total revenues from local sources

20,414,431$  Total revenues

Expenses:
8,730,232Salaries
6,020,438Rent & Lease
1,618,700Employee Benefits

655,826Employer Payroll Expense
401,943Repairs & Maintenance
395,463Depreciation Expense
375,363Supplies
372,885Professional Fees
369,161Equipment
332,295Utilities
246,371Student Activities
201,967Food Services Expenses
84,240Insurance
54,987Telephone & Communication
47,116Automobile Expense
46,326Advertising
30,741Training & Seminars
25,148Interest Expense
20,029Bank Service Charges
18,842Recruiting
10,546Contributions
8,782License & Permits
6,716Travel, Meals & Entertainement
3,394Dues & Subscriptions
2,616Postage & Delivery
2,281Outside Services

20,082,408Total expenses

332,023Net income before income taxes

137,782Provision for income taxes

194,241Net Income

5,800,857Stockholder's equity at beginning of period
194,241Plus net income

(2,245,949)Less purchase of treasury stock

3,749,149$Stockholder's equity at end of period

See accompanying notes to the financial statements
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BENJAMIN FRANKLIN CHARTER SCHOOL, LTD.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2017

Cash flows from operating activities:
194,241$Net income

Adjustments to reconcile net income
to cash provided by operating activities:

395,463Depreciation
(427,971)Increase in prepaid income taxes

2,147Decrease in deposits
2,173Decrease in receivables

24,582Increase in accounts payable
60,261Increase in payroll liabilities

311,566Increase in deferred tax liability
(285,002)Decrease in income taxes payable

277,460Net cash provided by operating activities

Cash flows from investing activities:
(484,174)Additions to property and equipment

44,526Proceeds from loan payments

(439,648)Net cash used by investing activities

Cash flows from financing activities:
(225,780)Repayment of debt
149,411Short-term borrowings

1,338,489Long-term borrowings
(2,245,949)Purchase treasury stock

(983,829)Net cash used by financing activities

(1,146,017)Net decrease in cash and cash equivalents

4,787,606Cash and cash equivalents at beginning of year

3,641,589$Cash and cash equivalents at end of year

Supplemental disclosures of cash flow information:
25,597$Interest Paid

137,782$Income Taxes Paid

See accompanying notes to the financial statements

5



BENJAMIN FRANKLIN CHARTER SCHOOL, LTD.
NOTES TO THE  FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2017

NOTE 1 - ORGANIZATION

Benjamin Franklin Charter School, Ltd., is an Arizona Corporation organized on June 22, 1995.  The School
operates under a Charter Contract with the Arizona State Board of Charter Schools.  The School operates four
campuses in Central Arizona.  During the fiscal year ending June 30, 2017 the School provided educational
services to  students in kindergarten through tenth grade.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Cash and Cash Equivalents
The Company considers all monetary instruments with a  maturity of three months or less to be cash
equivalents.  As of June 30, 2017, there were no cash equivalents.

Property & Equipment
Property and equipment are stated at purchased cost or estimated value when contributed.  Property
and equipment are depreciated using the double declining balance method over the assets’ estimated
useful lives.  Property and equipment are capitalized if the useful life is greater than one year.

Income Taxes
Income taxes are provided for the tax effects of transactions reported in the  financial statements and
consist of taxes currently due.  Deferred taxes are recognized for differences between the basis of
assets and liabilities for  financial statement and income tax purposes.  Deferred tax assets and
liabilities represent the future tax return consequences of those differences, which will either be
taxable or deductible when the assets and liabilities are recovered or settled.  Those differences
resulted in a deferred tax asset at June 30, 2017 of $2,310,814.  The Federal Income Tax Returns of
Benjamin Franklin Charter School, LTD. for 2014, 2015 and 2016 are subject to examination by the
Internal Revenue Service.

Use of Estimates
The preparation of  financial statements in conformity with generally accepted accounting principles
requires management  to make estimates and assumptions that affect the reported amounts of assets
and liabilities, disclosure of contingent assets and liabilities at the date of the  financial statements and
the reported amounts of revenues and expenses during the reporting period.  Accordingly, actual
results could differ from those estimates.

Fair Value of Financial Instruments
Unless otherwise indicated, the fair values of all reported assets and liabilities which represent
financial instruments (none of which are held for trading purposes) approximate the carrying values
of such amounts. 
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BENJAMIN FRANKLIN CHARTER SCHOOL, LTD.
NOTES TO THE  FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2017

NOTE 3 - PROPERTY AND EQUIPMENT

The following classes of property and equipment are reflected in the accompanying  financial statements at June
30, 2017:

Leasehold and site improvements $ 1,485,233 
Furniture and equipment  4,103,479 
Curriculum materials 1,650,439 
Computer software 54,408 

7,293,559 
Less accumulated depreciation (6,287,972)

$ 1,005,587 

NOTE 4 - LONG-TERM DEBT

At June 30, 2017 the outstanding balance on long-term debt, including the current portion, was $1,418,284. 
Benjamin Franklin Charter School, Ltd. (BFCS) holds notes payable for vehicles and equipment.  The debt
borrowings carry interest rates between 7% to 10% per annum from the date borrowed, with interest paid
monthly on amounts borrowed.   The debt is secured by vehicles and equipment.   Maturities of long-term debt
are as follows:

Years ending
June 30, 

2018 $ 228,899
2019 219,539
2020 141,958
2021 136,346
2022 98,312

2023 and after 593,230

$ 1,418,284

The School also has been granted a line of credit with Bank of America, not to exceed $100,000.  At June 30,
2017 there was no outstanding balance on this line of credit.
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BENJAMIN FRANKLIN CHARTER SCHOOL, LTD.
NOTES TO THE  FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2017

NOTE 5 - LEASE COMMITMENTS

BFCS rents land and buildings from LBE Investments, Ltd., on a yearly rental basis. Total rent expense for the
fiscal year ended June 30, 2017 was $6,020,438.

NOTE 6 - ECONOMIC DEPENDENCY

Benjamin Franklin Charter School, Ltd., receives a substantial amount of its support from a contract with a
governmental body.  A significant reduction in the level of support from this source may have a material effect
on the School’s continuing operations.

NOTE 7 - PENSION PLAN

The School participates in the State of Arizona Retirement System.  Total contributions to the plan during the
year ended June 30, 2017 were $908,717.

NOTE 8 - CONCENTRATION OF CREDIT RISK

The School maintains their cash in bank deposit accounts at various financial institutions.  The balances, at
times, may exceed federally insured limits.

NOTE 9 - SUBSEQUENT EVENTS

Management has evaluated subsequent events thru November 8, 2017, the date the financial statements were
prepared.  There were no material subsequent events that required recognition or additional disclosure in these
financial statements.

NOTE 10 - RELATED PARTY

Benjamin Franklin Charter School, Ltd. rents land and buildings from LBE Investments, Ltd.  Note 5 above
describes the transactions between the parties.

NOTE 11 - CAPITAL TRANSACTIONS

As of July 1, 2016, the Company had 3,000 shares of common stock outstanding with a par value of $1 per
share.  On June 19, 2017, 2,000 shares were purchased by the Company for retirement at a cost of $2,245,949
with the excess cost above par value charged to retained earning leaving 1,000 shares of common stock
outstanding as of June 30, 2017.
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SPECIAL AUDIT REPORT



Joel D. Huber, CPA, P.C.
Certified Public Accountant

3048 East Baseline Road, Suite 116
Mesa, Arizona  85204
PHONE: (480) 503-9200
FAX: (866) 680-5863

Member of the American
Institute of Certified Public
Accountants

Member of the Arizona
Society of CPA’s

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF 

FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Benjamin Franklin Charter School, Ltd.
Gilbert, Arizona

I have audited, in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in United States Government Auditing Standards, issued by the
Comptroller General of the United States, the financial statements of Benjamin Franklin Charter School, Ltd. which
comprise the  balance sheet as of June 30, 2017, and the related  statement of income and stockholder’s equity, and  cash
flows for the year then ended, and the related  notes to the financial statements and have issued my report thereon dated
November 8, 2017.

Internal Control Over Financial Reporting
In planning and performing my audit of the financial statements, I considered Benjamin Franklin Charter School, Ltd.’s 
internal control over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing my opinion on the financial statements, but not for the purpose of expressing
an opinion on the effectiveness of Benjamin Franklin Charter School, Ltd.’s internal control.  Accordingly, I do not
express an opinion on the effectiveness of the Company’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct misstatements
on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there
is a reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented, or
detected and corrected on a timely basis.  A significant deficiency is a deficiency, or a combination of deficiencies, in
internal control that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

My consideration of internal control over financial reporting was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies.  Given these limitations, during my audit I did not identify any deficiencies in internal control
that I consider to be material weaknesses.  However, material weaknesses may exist that have not been identified.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether Benjamin Franklin Charter School, Ltd.’s financial statements
are free from material misstatement, I performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grants agreements, noncompliance with which could have a direct and material effect on the determination
of financial statement amounts.  However, providing an opinion on compliance with those provisions was not an
objective of my audit and, accordingly, I do not express such an opinion.  The results of my tests disclosed no instances
of noncompliance or other matters that are required to be reported under Government Auditing Standards.
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Purpose of this Report
This report is solely to describe the scope of my testing of internal control and compliance and the results of that testing,
and not to provide an opinion on the effectiveness of the entity’s internal control or on compliance.  This report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the entity’s
internal control and compliance.  Accordingly, this communication is not suitable for any other purpose.

Joel D. Huber, CPA, P.C.
November 8, 2017
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APPENDIX F 

SUMMARIES OF FINANCING DOCUMENTS 

DEFINITIONS 

As used in this Limited Offering Memorandum and the following summaries of the principal documents, the 
capitalized terms shall have the following meanings: 

“Accountant” means any firm of independent certified public accountants selected by the Obligated Group 
Representative and not objected to in writing to by the Master Trustee within ten business days after selection by the 
Obligated Group Representative. 

“Act” means Arizona Revised Statutes Sections 35-701 et seq., as amended. 

“Act of Bankruptcy” means the filing of a petition in bankruptcy under the United States Bankruptcy Code, 
or the institution of proceedings under state insolvency or other laws affecting creditors’ rights generally, by or against 
the Issuer or the Borrower; provided that such filings or proceedings have not been dismissed or, if dismissed, are 
subject to appeal. 

“Additional Indebtedness” means any Indebtedness (including all Obligations) incurred subsequent to the 
execution and delivery of the Master Indenture, other than Obligation No. 1. 

“Affiliate” means a corporation, partnership, joint venture, association, business trust or similar entity 
organized under the laws of the United States of America or any state thereof, directly controlled by or under common 
control with a Member or any other Affiliate. For purposes of this definition, “control” means the power to direct the 
management and policies of a Person through the ownership of at least a majority of its voting securities, or the right 
to designate or elect at least a majority of the members of its board of directors by contract or otherwise. 

“Authorized Denomination” means $25,000 of principal and any integral multiple of $5,000 in excess 
thereof. 

“Authorized Representative” means (1) with respect to each Member, the chair of its Governing Body, its 
chief executive officer or its chief financial officer or any other person designated as an Authorized Representative of 
the Member by a Certificate of the Member, signed by the chair of its Governing Body or its chief executive officer 
or chief financial officer and filed with the Master Trustee, (2) in the case of the Issuer, any officer of the Issuer or 
any other person at the time designated to act on behalf of the Issuer by written certificate furnished to the Bond 
Trustee containing the specimen signature of such person and signed on behalf of the Issuer by one of its authorized 
signatories, which certificate may designate an alternate or alternates, and, when used with reference to the 
performance of any act, the discharge of any duty or the execution of any certificate or other document, any officer, 
employee or other person authorized to perform such act, discharge such duty or execute such certificate or other 
document, and (3) in the case of the Borrower, the President or the Secretary of the Borrower, the Chief Executive 
Officer or the Chief Financial Officer of the Borrower, or any other officer or board member authorized by a resolution 
of the Board of Directors of the Borrower and, when used with reference to the performance of any act, the discharge 
of any duty or the execution of any certificate or other document, any officer, employee or other person authorized to 
perform such act, discharge such duty or execute such certificate or other document. 

“Balloon Indebtedness” means Long-Term Indebtedness 25 percent or more of the principal of which 
becomes due (either by maturity or mandatory redemption) during any period of 12 consecutive months, which portion 
of the principal is not required by the documents governing such Indebtedness to be amortized by redemption prior to 
such date. 

“Beneficial Owner” means the person or entity for whom the Bonds were deposited with DTC in the name 
of its nominee, Cede & Co. 
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“Bond Closing Date” means December 11, 2018. 

“Bond Counsel” means Engelman Berger, P.C., or such other firm of nationally recognized attorneys with a 
proven reputation in the field of municipal finance and experienced in the financing of facilities for non-exempt 
persons through the issuance of tax-exempt revenue bonds under the exemption provided under Section 103 of the 
Code, and approved by the Obligated Group Representative. 

“Bond Fund” means the fund by that name created under the Bond Indenture. 

“Bond Indenture” means the Bond Indenture, dated as of December 1, 2018, between the Issuer and the Bond 
Trustee, including any indentures supplemental thereto made in conformity therewith, pursuant to which the Bonds 
are authorized to be issued and secured. 

“Bond Purchase Agreement” means the Bond Purchase Agreement, dated November 15, 2018, among the 
Issuer, the Underwriter, the Borrower and the Current Charter Holder. 

“Bond Trustee” means Zions Bancorporation, National Association, designated as paying agent, registrar and 
trustee under the Bond Indenture or any successor corporate trustee. 

“Bond Trustee’s Expenses” means the reasonable expenses incurred by the Bond Trustee under the Bond 
Indenture, including reasonable counsel fees and expenses (including fees and expenses at trial or appellate 
proceedings). 

“Bond Trustee’s Fees” means the annual fee of the Bond Trustee payable to the Bond Trustee as Bond 
Trustee, Registrar and Paying Agent under the Bond Indenture, provided that such fee does not include amounts due, 
if any, for extraordinary services and expenses of the Bond Trustee. 

“Bond Trustee Indemnified Parties” means the Bond Trustee, its officers, directors, employees and agents. 

“Bonds” means, collectively, the Series 2018A Bonds and the Series 2018B Bonds described in this Limited 
Offering Memorandum. 

“Borrower” means Benjamin Franklin Charter School – Queen Creek. 

“Borrower Documents” means the Loan Agreement, Obligation No. 1, the Bond Purchase Agreement, the 
Continuing Disclosure Undertaking, the Tax Certificate and each of the other agreements, certificates, contracts or 
instruments to be executed by the Borrower in connection with the issuance of the Bonds or the financing of a portion 
of the expenses associated with the Project. 

“Business” means (i) leasing or sub-leasing, either directly or indirectly through its wholly-owned 
subsidiaries, real property on which charter schools, including the Schools, operate, and (ii) acquiring and maintaining, 
directly or indirectly through its wholly-owned subsidiaries, the real property on which charter schools, including the 
Schools, operate. 

“Business Day” means any day other than a Saturday or Sunday or a day on which the Federal Reserve 
System or the Bond Trustee is closed. 

“Book Value” means, when used in connection with Property of any Member, the value of such property, net 
of accumulated depreciation, as it is carried on the books of such Member and in conformity with generally accepted 
accounting principles, and when used in connection with Property of the Obligated Group, means the aggregate of the 
values so determined with respect to such property of each Member determined in such a way that no portion of such 
value of property of any Member is included more than once. 
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“Campus” means the land and buildings thereon at a single location at which any Member operates one or 
more Pledged Schools from time to time, including the Crismon Campus, the Gilbert Campus, the Power Campus and 
the High School Campus. 

“Cede & Co.” means Cede & Co., the nominee of DTC, and any successor nominee of DTC. 

“Charter Contract” means the charter contract or contracts or other document or documents pursuant to which 
a Member Operator operates a Pledged School and is entitled to receive State Payments, as amended and modified 
from time to time. 

“Charter School Act” means (1) with respect to each Member that operates a Pledged School in the State of 
Arizona, Arizona Revised Statutes Title 15, Chapter 1, Article 8, as amended, and (2) with respect to each Member 
that operates a Pledged School in another state, the applicable statutes of such state that govern the operation of charter 
schools. 

“Code” means the Internal Revenue Code of 1986, as amended.  References to the Code and Sections of the 
Code include relevant applicable Regulations and, in addition, all revenue rulings, announcements, notices, procedures 
and judicial determinations under the foregoing applicable to the Series 2018A Bonds. 

“Completion Date” means the date specified by the Borrower in a certificate delivered to the Bond Trustee 
stating that the Project is complete in accordance with the Loan Agreement. 

“Continuing Disclosure Agreement” means the continuing disclosure agreement or continuing disclosure 
undertaking executed by the Obligated Group Representative and the Dissemination Agent appointed thereto, if any, 
dated the date of issuance and delivery of the Related Bonds, as originally executed and as it may be amended from 
time to time in accordance with the terms thereof. 

“Corporation” means Benjamin Franklin Charter School – Queen Creek, an Arizona nonprofit corporation 
that has applied for a determination that it is an organization described in Section 501(c)(3) of the Code, or any 
corporation that is the surviving, resulting or transferee corporation in any merger, consolidation or transfer of assets 
permitted under the Master Indenture. 

“Cost of Issuance Fund” means the fund by that name created under the Bond Indenture. 

“Costs of the Project” in connection with the Project, means any cost incurred or estimated to be incurred by 
the Borrower that is reasonable and necessary for carrying out all works and undertakings in completing such Project 
for the Borrower, including the acquisition of real property and any buildings thereon, the cost of equipment and 
furnishings, the acquisition, construction, renovation, improvement or equipping, as applicable of the buildings and 
other structures, the cost of necessary studies, surveys, plans and specifications, architectural, engineering, legal or 
other special services, development, construction and reconstruction necessary or useful in connection with the 
Project, the reasonable cost of financing or refinancing incurred by the Borrower or the Issuer in connection with the 
execution of the Loan Agreement, or in the course of completion of the Project, including capitalized interest on 
amounts disbursed in stages, and the cost of such other items as may be reasonable and necessary for the completion 
of the Project as permitted under the Act. 

“County” means Maricopa County, Arizona. 

“Crismon Campus” means the land and buildings located at 22120 East Queen Creek Road, Queen Creek, 
Arizona. 

“Current Charter Holder” means Benjamin Franklin Charter School, Ltd, an Arizona for profit corporation. 

“Days Cash on Hand” means, as of any date of determination, the product of 365 times a fraction, (a) the 
numerator of which is the aggregate amount of the Obligated Group’s (i) unrestricted cash for the Pledged Schools, 
(ii) unrestricted investments for the Pledged Schools, and (iii) board designated funds for the Pledged Schools that are 
not otherwise restricted (either permanently or temporarily) as to their use; and (b) the denominator of which is total 
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Operating Expenses, in each case, for the period of four fiscal quarters ended on the date of determination, and 
determined in accordance with generally accepted accounting principles. 

“Debt Service Coverage Ratio” means, for the indicated period, the ratio obtained by dividing (i) Net Income 
Available for Debt Service, in the aggregate for the prior Fiscal Year by (ii) the Debt Service Requirement. 

“Debt Service Requirement” means, for any Fiscal Year for which such determination is made, the aggregate 
of the scheduled payments to be made with respect to principal (or mandatory sinking fund or installment purchase 
price or lease rental or similar payments) (and, for the year of final maturity of any series of Related Bonds, net of any 
reserve fund balance held by a Related Bond Trustee under a Related Bond Indenture to be applied in such year of 
final maturity of such series of Related Bonds) and interest on Outstanding Long-Term Indebtedness of the Members 
during such period (net of any capitalized interest amounts held by a Related Bond Trustee under a related Bond 
Indenture to be applied during such Fiscal Year), taking into account, at the option of the Obligated Group 
Representative, the following: 

(a) With respect to Indebtedness represented by a Guaranty of obligations of a Person, as long 
as any such Guaranty is a contingent liability under generally accepted accounting principles, the principal 
and interest deemed payable with respect to such Guaranty shall be deemed to be the lowest percentage of 
debt service requirements set forth immediately following this paragraph (determined after giving effect to 
any other paragraph of this definition at the election of the Obligated Group Representative), if the debt 
service coverage ratio (determined in a manner as nearly as practicable to the determination of the Debt 
Service Requirement under the Master Indenture) of the Person primarily obligated on the obligations 
effectively guaranteed by such Guaranty for the immediately preceding Fiscal Year, or any other 12-month 
period ending within 180 days prior to the date of calculation, shall be greater than the amount specified 
opposite such percentage below: 

Debt Service Coverage Ratio  
of Accommodated Person 

Percentage of Debt 
Service Requirements 

1.35 25% 

1.1 50% 

Less than 1.1 100% 
 

If any such Guaranty becomes a noncontingent liability but thereafter becomes a contingent liability, 
during the period such Guaranty is a noncontingent liability and for two years after such Guaranty becomes 
a contingent liability, 100 percent of the annual debt service on the indebtedness being guaranteed shall be 
added to the computation of the Debt Service Requirement. 

(b) With respect to Balloon Indebtedness, the amount of principal and interest deemed payable 
during such period shall be determined as if such Balloon Indebtedness were being repaid in substantially 
equal annual installments of principal and interest over a term over which the Members could reasonably be 
expected to borrow, not to exceed 35 years from the date of incurrence of such Balloon Indebtedness, and 
bearing interest at an interest rate (determined as of the date of calculation of the Debt Service Requirement) 
equal to the rate at which the Members could reasonably be expected to borrow for such term, by issuing 
Indebtedness, all as set forth in an Officer’s Certificate accompanied by a letter of a banking or investment 
banking institution knowledgeable in matters of charter school facility finance, confirming that the borrowing 
term and interest rate assumptions set forth in such statement comply with the requirements of this subsection. 

(c) With respect to Variable Rate Indebtedness, if the actual interest rate on such Variable Rate 
Indebtedness cannot be determined for the period for which the Debt Service Requirement is being 
calculated, the amount of interest deemed payable during such period on such Variable Rate Indebtedness 
shall be assumed to be equal to the average interest rate per annum which was in effect for any 12 consecutive 
calendar months specified in an Officer’s Certificate during the 18 calendar months immediately preceding 
the date of calculation of the Debt Service Requirement (or, if such Variable Rate Indebtedness was not 
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Outstanding during such 18-month period, the average interest rate per annum which would have been in 
effect). 

(d) With respect to Indebtedness payable from an Irrevocable Deposit, the amount of principal 
or interest taken into account during such period shall be assumed to equal only the principal or interest not 
payable from such Irrevocable Deposit and the investment income from such funds. 

(e) With respect to Long-Term Indebtedness incurred to finance or refinance the construction 
of capital improvements, principal and interest with respect to such Long-Term Indebtedness shall be 
excluded from the determination of the Debt Service Requirement but only in proportion to the amount of 
principal and interest on such Long-Term Indebtedness which is payable in the then current Fiscal Year from 
the proceeds of such Long-Term Indebtedness. 

(f) With respect to Long-Term Indebtedness with respect to which a Financial Products 
Agreement has been entered into by a Member, interest on such Long-Term Indebtedness shall be included 
in the determination of the Debt Service Requirement by including for each Fiscal Year an amount equal to 
the amount of interest payable on such Long-Term Indebtedness in such Fiscal Year at the rate or rates stated 
in such Long-Term Indebtedness plus any Financial Product Payments payable in such Fiscal Year minus 
any Financial Products Receipts receivable in such Fiscal Year; provided that in no event shall any calculation 
made pursuant to this clause result in an amount less than zero being included in the determination of the 
Debt Service Requirement and provided, further, if the actual interest rate on such Long-Term Indebtedness 
or the actual amount of Financial Product Payments or Financial Products Receipts cannot be determined for 
the period for which the Debt Service Requirement is being calculated, the amount of interest deemed payable 
during such period on such Long-Term Indebtedness shall be determined by applying the average interest 
rate per annum which was in effect or the average Financial Product Payments which would have been paid, 
or the average Financial Products Receipts which would have been received, as the case may be, for any 12 
consecutive calendar months specified in an Officer’s Certificate during the 18 calendar months immediately 
preceding the date of calculation of the Debt Service Requirement (or, if such Long-Term Indebtedness was 
not Outstanding during such 18-month period, the average rate which would have been in effect). 

“Debt Service Reserve Fund” means the fund by that name created pursuant to the Bond Indenture. 

“Debt Service Reserve Fund Requirement” means an amount equal to $5,368,500.00. 

“Deed of Trust” means each individually, and “Deeds of Trust” means, collectively, each deed of trust, 
assignment of rents and leases and fixture filing and each leasehold deed of trust, security agreement, assignment of 
rents and leases and fixture filing identified in the Master Indenture, and any deed of trust, mortgage, security 
agreement, assignment of rents and leases and fixture filing or similar instrument encumbering the Property, Plant and 
Equipment for the benefit of Holders executed and delivered in accordance with the Master Indenture. 

“Determination of Taxability” means (i) the enactment of legislation or the adoption of final regulations or a 
final decision, ruling or technical advice by any federal judicial or administrative authority that has the effect of 
requiring interest on a Series 2018A Bond to be included in gross income for federal income tax purposes or (ii) the 
receipt by the Issuer and the Bond Trustee of a written opinion of nationally recognized bond counsel selected by the 
Borrower and approved by the Issuer to the effect that interest on a Series 2018A Bond must be included in gross 
income for federal income tax purposes.  A Determination of Taxability will not result from the inclusion of interest 
on any Series 2018A Bond (a) in the computation of the alternative minimum tax imposed by Section 55 of the Code, 
the branch profits tax on foreign corporations imposed by Section 884 of the Code or the tax imposed on the net 
passive income of certain S corporations under Section 1375 of the Code or (b) as a result of a change to a federal 
statute by federal legislation passed into law after the date of the Bond Indenture. 

“Dissemination Agent” means the entity, if any, appointed as dissemination agent under the Continuing 
Disclosure Agreement. 

“DTC” means The Depository Trust Company, New York, New York, and its successors and assigns. 
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“Event of Default” means, as applicable, any of the events specified in the Master Indenture described in this 
APPENDIX F under “THE MASTER INDENTURE – Events of Default,” in the Loan Agreement described in this 
APPENDIX F under “THE LOAN AGREEMENT – Default by the Borrower” and in the Bond Indenture described 
in this APPENDIX F under “THE BOND INDENTURE – Events of Default.” 

“Excess Net Income” means, for any Fiscal Year, Pledged Revenues, less Required Payments, Operating 
Expenses, and payments for Long-Term Indebtedness, if any, during such Fiscal Year. 

“Existing Subordinated Debt” means, collectively, (i) the Promissory Note, dated December 11, 2018, in the 
original principal amount of $3,200,000, executed by the Corporation to the order of LBE Investments, Ltd., (ii) the 
Promissory Note, dated December 11, 2018, in the original principal amount of $2,800,000, executed by the 
Corporation to the order of Benjamin Franklin Charter School, Ltd., (iii) the Business Lease Agreement Number 
536156288050996USA1, together with Equipment Schedule, dated November 1, 2016, between Hewlett-Packard 
Financial Services Company, as lessor, and the Corporation (as assignee of Benjamin Franklin Charter School, Ltd.), 
as lessee, in the original amount of $152,256.28, (iv) the Business Lease Agreement Number 5361562880USA1, 
together with Equipment Schedule, dated December 7, 2016 and revised January 27, 2017, between Hewlett-Packard 
Financial Services Company, as lessor, and the Corporation (as assignee of Benjamin Franklin Charter School, Ltd.), 
as lessee, in the original amount of $241,102.00, (v) the Business Lease Agreement Number 5361562880USA2, 
together with Equipment Schedule, dated January 11, 2017, between Hewlett-Packard Financial Services Company, 
as lessor, and the Corporation (as assignee of Benjamin Franklin Charter School, Ltd.), as lessee, in the original amount 
of $44,097.91, and (vi) the Business Lease Agreement Number 5361562880USA3, together with Equipment 
Schedule, dated March 21, 2017, between Hewlett-Packard Financial Services Company, as lessor, and the 
Corporation (as assignee of Benjamin Franklin Charter School, Ltd.), as lessee, in the original amount of $10,913.95. 

“Expense Fund” means the fund by that name created pursuant to the Master Indenture or the Bond Indenture, 
as applicable. 

“Facilities” means, collectively, the Crismon Campus, the Gilbert Campus, the Power Campus and the High 
School Campus. 

“Fair Market Value,” when used in connection with Property, means the fair market value of such Property 
as determined by either: 

(1) an appraisal of the portion of such Property which is real property made within five years 
of the date of determination by a “Member of the Appraisal Institute” and by an appraisal of the portion of 
such Property which is not real property made within five years of the date of determination by any expert 
qualified in relation to the subject matter, provided that any such appraisal shall be performed by a Person 
which (a) is in fact independent, (b) does not have any direct financial interest or any material indirect 
financial interest in any Member or Affiliate and (c) is not connected with any Member or Affiliate as an 
officer, employee, promoter, trustee, partner, director or Person performing similar functions, adjusted for 
the period, not in excess of five years, from the date of the last such appraisal for changes in the implicit price 
deflator for the gross national product as reported by the United States Department of Commerce or its 
successor agency, or if such index is no longer published, such other index certified to be comparable and 
appropriate in an Officer’s Certificate delivered to the Master Trustee; 

or 

(2) a bona fide offer for the purchase of such Property made on an arm’s-length basis within 
six months of the date of determination, as established by an Officer’s Certificate. 

“Financial Products Agreement” means an interest rate swap, cap, collar, option, floor, forward or other 
hedging agreement, arrangement or security, however denominated, identified to the Master Trustee in an Officer’s 
Certificate as having been entered into by a Member with a Qualified Provider not for investment purposes but with 
respect to Indebtedness (which Indebtedness shall be specifically identified in the Officer’s Certificate) for the purpose 
of (1) reducing or otherwise managing the Member’s risk of interest rate changes or (2) effectively converting the 
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Member’s interest rate exposure, in whole or in part, from a fixed rate exposure to a variable rate exposure, or from a 
variable rate exposure to a fixed rate exposure. 

“Financial Products Extraordinary Payments” means payments required to be paid to a Qualified Provider 
by a Member pursuant to a Financial Products Agreement in connection with the termination thereof and any other 
payments or indemnification obligations to be paid to a Qualified Provider by a Member under a Financial Products 
Agreement, which payments are not Financial Product Payments.  

“Financial Products Payments” means payments periodically required to be paid to a Qualified Provider by 
a Member pursuant to a Financial Products Agreement. 

“Financial Products Receipts” means amounts periodically required to be paid to a Member by a Qualified 
Provider pursuant to a Financial Products Agreement. 

“Fiscal Year” means that period adopted by the Obligated Group Representative as the annual accounting 
period for the Members.  The Fiscal Year is initially the 12-month period commencing on July 1 and ending on June 30 
in each year. 

“Fitch” means Fitch Ratings, Inc., or its successors and assigns. 

“FQ End Calculation Date” means September 30, December 31, March 31 and June 30 of each year. 

“Funds” means the Bond Fund, the Debt Service Reserve Fund, the Cost of Issuance Fund, the Expense Fund, 
the Project Fund, the Rebate Fund, the Revenue Fund and any other funds, accounts or subaccounts held by the Bond 
Trustee under the Bond Indenture. 

“FY End Calculation Date” means June 30 of each year. 

“Gilbert Campus” means the land and buildings located at 1475 South Val Vista Drive, Gilbert, Arizona. 

“Governing Body” means, when used with respect to any Member, its board of directors, board of trustees, 
or other board or group of individuals in which all of the powers of such Member are vested except for those powers 
reserved to the corporate membership thereof by the articles of incorporation or bylaws of such Member. 

“Government Issuer” means any municipal corporation, political subdivision, state, territory or possession of 
the United States of America, or any constituted authority or agency or instrumentality of any of the foregoing 
empowered to issue obligations on behalf thereof, which obligations constitute Related Bonds. 

“Government Obligations” means noncallable and nonprepayable direct obligations of the United States of 
America or obligations which as to full and timely payment of principal and interest constitute full faith and credit 
obligations of the United States of America (excluding therefrom unit investment trusts and money market funds 
comprised of such securities). 

“Guaranty” means all loan commitments and all obligations of any Member guaranteeing in any manner 
whatever, whether directly or indirectly, any obligation of any other Person that would, if such other Person were a 
Member, constitute Indebtedness.  

“High School Campus” means the land and buildings located or to be located at 18864 East Gernmann Road, 
Queen Creek, Arizona. 

“Holder” means the registered owner of any Obligation in registered form or the bearer of any Obligation in 
coupon form that is not registered or is registered to bearer. 

“Indebtedness” means all obligations for borrowed money, installment sales and capitalized lease obligations, 
incurred or assumed by a Member under the Master Indenture and secured by the Property, Plant and Equipment or 
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the Pledged Revenues (other than Indebtedness of one Member to another Member or the Guaranty by any Member 
of Indebtedness of any other Member), including any Guaranty, Long-Term Indebtedness, Short-Term Indebtedness 
or any other obligation for payments of principal and interest with respect to money borrowed, provided, however, 
that if more than one Member shall have incurred or assumed a Guaranty of a Person other than a Member, or if more 
than one Member shall be obligated to pay any obligation, for purposes of any computations or calculations under the 
Master Indenture such Guaranty or obligation shall be included only one time.  Financial Products Agreements shall 
not constitute Indebtedness. 

Independent Consultant” means a Person designated by the Obligated Group Representative that (1) does not 
have any direct financial interest or any material indirect financial interest in any Member or any Affiliate, (2) is not 
connected with any Member or any Affiliate as an officer, employee, promoter, trustee, partner, director or Person 
performing similar functions, and (3) is qualified to pass upon questions relating to the financial affairs of facilities of 
the type or types operated by the Members and having a favorable reputation for skill and experience in the financial 
affairs of such facilities. 

“Insurance Consultant” means a Person (which may be an insurance broker or agent of a Member) designated 
by the Obligated Group Representative which (1) does not have any direct financial interest or any material indirect 
financial interest in any Member or any Affiliate (2) is not connected with any Member or any Affiliate as an officer, 
employee, promoter, underwriter, trustee, partner, director or Person performing similar functions, and (3) is qualified 
to survey risks and to recommend insurance coverage for educational facilities and organizations engaged in such 
operations. 

“Insurance and Condemnation Proceeds Fund” means the fund by that name established pursuant to the 
Master Indenture. 

“Interest Payment Date” means each January 1 and July 1, commencing July 1, 2019. 

“Investment Obligations” means any of the following that at the time are lawful investments under the laws 
of the State and applicable banking regulations for the money held under the Bond Indenture: 

(a) Government Obligations; 

(b) direct and general obligations of any state of the United States of America or any 
municipality or political subdivision of such state, or obligations of any corporations, if such obligations are 
rated in one of the two highest rating categories by S&P or Moody’s, or upon the discontinuance of either or 
both of such ratings services, any other nationally recognized rating service; 

(c) negotiable or nonnegotiable certificates of deposit, time deposits, or other similar banking 
arrangements, issued by any nationally or state-chartered bank (including the Bond Trustee) or trust company 
or any savings and loan association domiciled in the State, if either (i) the long-term obligations of such bank 
or trust company are rated in one of the three highest rating categories by S&P, Moody’s or Fitch, or, upon 
the discontinuance of any or all of such ratings services, any other nationally recognized rating service or (ii) 
the deposits are continuously secured as to principal, but only to the extent not insured by the Federal Deposit 
Insurance Company, or similar corporation chartered by the United States of America, (1) by lodging with a 
bank or trust company, as collateral security, obligations described in paragraph (a) or (b) above or, with the 
approval of the Bond Trustee, other marketable securities eligible as security for the deposit of trust funds 
under applicable regulations of the Comptroller of the Currency of the United States of America or applicable 
state law or regulations, having a market value (exclusive of accrued interest) not less than the amount of 
such deposit, or (2) if the furnishing of security as provided in clause (1) of this paragraph is not permitted 
by applicable law, in such manner as may then be required or permitted by applicable state or federal laws 
and regulations regarding the security for the deposit of trust funds; 

(d) repurchase agreements with respect to obligations listed in paragraph (a) or (b) above if 
entered into with a nationally or state-chartered bank domiciled in the State (including the Bond Trustee), 
trust company or a “broker” or “dealer” (as defined by the Securities Exchange Act of 1934, as amended) 
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that is a member of the Securities Investors Protection Company if (i) such obligations that are the subject of 
such repurchase agreement are delivered to the Bond Trustee or are supported by a safekeeping receipt issued 
by depository satisfactory to the Bond Trustee, provided that such repurchase agreement must provide that 
the value of the underlying obligations shall be maintained at current market value, calculated no less 
frequently than monthly, of not less than the repurchase price, (ii) a prior perfected security interest in the 
obligations that are the subject of such repurchase agreement has been granted to the Bond Trustee, and (iii) 
such obligations are free and clear of any adverse third-party claims: 

(e) commercial paper maturing in 270 days or less rated in the highest rating category by two 
nationally recognized ratings services; 

(f) money market funds (including funds for which the Bond Trustee or any of its Affiliates is 
an investment manager or advisor) registered under the Federal Investment Company Act of 1940, as 
amended, whose shares are registered under the Securities Act of 1933, and which are rated in the highest 
rating category by S&P, Moody’s or Fitch; 

(g) investment agreements with any nationally or state-chartered bank, financial institution, 
insurance company or trust company that has long-term debt obligations rated in one of the three highest 
categories by a nationally recognized rating agency.  Should the issuer’s or guarantor’s credit quality be 
downgraded below “A,” the Bond Trustee must have withdrawal rights; 

(h) certificates or receipts issued by any nationally or state-chartered bank, domiciled in the 
State, trust company or broker or dealer (as defined by the Securities Exchange Act of 1934, as amended) 
that is a member of the Securities Investors Protection Company organized and existing under the laws of the 
United States of America or any state thereof, the outstanding unsecured long-term debt of which is rated in 
either of the two highest rating categories by S&P, Moody’s or Fitch, or upon the discontinuance of any or 
all of such ratings services, any other nationally recognized ratings service, in the capacity of custodian, 
which certificates or receipts evidence ownership or a portion of the principal of or interest on Government 
Obligations held (which may be in book entry form) by such bank, trust company or broker or dealer (as 
defined by the Securities Exchange Act of 1934, as amended) as custodian; and 

(i) tax-exempt obligations (as defined in Section 150(a)(6) of the Code and that are not 
“investment property” as defined in Section 148(b)(2) of the Code) rated in one of the two highest rating 
categories by S&P, Moody’s or Fitch, or upon the discontinuance of any or all of such ratings services, any 
other nationally recognized rating service;  

provided that “Investment Obligations” shall not include a financial instrument, commonly known as a “derivative”, 
whose performance is derived, at least in part, from the performance of any underlying asset, including, without 
limitations, futures, options on securities, options on future, forward contracts, swap agreements, structured notes and 
participations in pools of mortgages or other assets; provided, further, all references to required ratings of Investment 
Obligations shall be deemed to refer to ratings as of the date of purchase. 

“Irrevocable Deposit” means the irrevocable deposit in trust of cash in an amount (or Government 
Obligations, the principal of and interest on which will be in an amount) and under terms sufficient to pay all or a 
specified portion of the principal of, premium, if any, and/or the interest on, as the same shall become due, any 
Indebtedness that would otherwise be considered Outstanding.  The trustee of such deposit shall have possession of 
any cash and securities (other than book-entry securities) and may be the Master Trustee or any other trustee authorized 
to act in such capacity. 

“Irrevocable Intercept Direction” means (1) with respect to each Member that operates a Pledged School in 
the State, the letter from such Member to the State Treasurer, dated on or before the date the school becomes a Pledged 
School, setting forth the irrevocable direction by such Member for the State Treasurer to pay such Member’s State 
Payments relating to the Pledged School to the Master Trustee to secure Obligations, together with the State 
Treasurer’s acknowledgement of such irrevocable direction, dated on or before the date the school becomes a Pledged 
School, and (2) with respect to each Member that operates a Pledged School in another state, the document or 
documents executed or delivered pursuant to the Related Supplement executed by such Member when such school 



 

F-10 

becomes a Pledged School, establishing, to the extent permitted by law, the irrevocable direction by such Member for 
the State Treasurer to pay such Member’s State Payments relating to the Pledged School to the Master Trustee. 

“Issuer” means The Industrial Development Authority of the County of Maricopa, a nonprofit corporation 
designated as a political subdivision of the State in accordance with the provisions of the Constitution of the State and 
under Title 35, Chapter 5, Arizona Revised Statutes, as amended, and its successors and assigns. 

“Issuer Fee” means a fee for the administrative expenses of the Issuer, which is payable to the Bond Trustee 
for further credit to the Issuer on the Bond Closing Date. 

“Issuer Indemnified Party” or “Issuer Indemnified Parties” means the Issuer, its past, present, and future 
directors, officers, Executive Director, employees, counsel, advisors and agents, and the County, its past, present, and 
future members of the Board of Supervisors of the County, employees and agents, individually and collectively. 

“Issuer’s Unassigned Rights” means the rights of the Issuer expressly granted to the Issuer in the Bond 
Indenture and the Loan Agreement to (a) inspect books and records, (b) give or receive notices, approvals, consents, 
requests, and other communications, (c) receive payment or reimbursement for expenses, (d) receive payment of the 
Issuer Fee, (e) immunity from and limitation of liability, (f) indemnification from liability by the Borrower, and (g) 
security for the indemnification obligations of the Borrower. 

“Lien” means any mortgage or pledge of, security interest in, or lien or encumbrance on, any Property that 
secures any Indebtedness of the Members, excluding liens applicable to property in which a Member has only a 
leasehold interest unless the lien secures Indebtedness. 

“Limited Offering Memorandum” means this Limited Offering Memorandum prepared in connection with 
the sale of the Bonds 

“Loan” means the loan made by the Issuer to the Borrower of the proceeds from the sale of the Bonds pursuant 
to the Loan Agreement. 

“Loan Agreement” means the Loan Agreement, dated as of December 1, 2018, between the Issuer and the 
Borrower. 

“Loan Payments” means those payments required to be paid by the Borrower pursuant to the Loan 
Agreement. 

“Long-Term Indebtedness” means Indebtedness having an original maturity greater than one year or 
renewable at the option of a Member for a period greater than one year from the date of original incurrence or issuance 
thereof unless, by the terms of such Indebtedness, no Indebtedness is permitted to be outstanding thereunder for a 
period of at least 20 consecutive days during each calendar year.  

“Master Indenture” means the Master Indenture of Trust, dated as of December 1, 2018, between the 
Obligated Group and the Master Trustee, as it may from time to time be supplemented, modified or amended in 
accordance with the terms thereof. 

“Master Trustee” means the Master Trustee under the Master Indenture, initially Zions Bancorporation, 
National Association. 

“Master Trustee’s Expenses” means the reasonable expenses incurred by the Master Trustee under the Master 
Indenture, including reasonable counsel fees and expenses (including fees and expenses at trial or appellate 
proceedings). 

“Master Trustee’s Fees” means the annual fee of the Master Trustee payable to the Master Trustee for its 
services under the Master Indenture, provided that such fee does not include amounts due, if any, for extraordinary 
services and expenses of the Master Trustee. 
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“Maximum Annual Debt Service” means the highest Debt Service Requirement for the current or any 
succeeding Fiscal Year. 

“Member” means each signatory to the Master Indenture (excluding the Master Trustee), together with each 
other Person that is obligated under the Master Indenture to the extent and in accordance with the provisions of the 
Master Indenture described in this APPENDIX F under “THE MASTER INDENTURE – Consolidation, Merger, Sale 
or Conveyance” or “– Membership in Obligated Group,” from and after the date upon which such Member joins the 
Obligated Group, but excluding any Person that withdraws from the Obligated Group to the extent and in accordance 
with the provisions of the Master Indenture described in this APPENDIX F under “THE MASTER INDENTURE – 
Withdrawal from Obligated Group,” from and after the date of such withdrawal.  At the time of the initial execution 
of the Master Indenture, the Corporation is the sole member. 

“Member Documents” means the Deeds of Trust and any Related Loan Agreement or other instrument 
evidencing Indebtedness secured by an Obligation to which any Member is a party. 

“Moody’s” means Moody’s Investors Service, Inc., or its successors and assigns. 

“Mortgaged Property” means any Property subject to the Deeds of Trust. 

“Net Income Available for Debt Service” means, for the indicated period, the Pledged Revenues less 
Operating Expenses. 

“Net Proceeds” means, when used with respect to any insurance payment or condemnation award, the gross 
proceeds thereof less the expenses (including attorneys’ fees) incurred in the collection of such gross proceeds. 

“Non-recourse Indebtedness” means any Indebtedness secured by a Lien on Property of a Member, liability 
for which is effectively limited to the Property subject to the Lien with no recourse, directly or indirectly (whether 
through credit enhancement of such Indebtedness or otherwise), to any Member or any other Property of any Member.   

“Obligated Group” means all Members. 

“Obligated Group Financial Statements” has the meaning set forth in the Master Indenture described in this 
APPENDIX F under “THE MASTER INDENTURE – Preparation and Filing of Audits, Financial Statements, Reports 
and Other Information.” 

“Obligated Group Representative” means the Corporation or such other Member (or Members acting jointly) 
as may be designated from time to time to act as Obligated Group Representative under the Master Indenture pursuant 
to written notice to the Master Trustee executed by all of the Members. 

“Obligation” means any obligation of the Obligated Group issued under the Master Indenture, which shall 
be in the form set forth in a Related Supplement, including, but not limited to, bonds, obligations, debentures, 
reimbursement agreements, Financial Products Agreements, loan agreements or capital leases.  Reference to a Series 
of Obligations or to Obligations of a Series means Obligations or Series of Obligations issued pursuant to a single 
Related Supplement, unless otherwise specified in the Related Supplement. 

“Obligation No. 1” means, together, Obligation No. 1A and Obligation No. 1B. 

“Obligation No. 1A” means the Benjamin Franklin Charter Schools Obligation No. 1A issued by the 
Borrower, as Obligated Group Representative, pursuant to the Master Indenture and Supplemental Master Indenture 
No. 1 in an original principal amount equal to the aggregate original principal amount of the Series 2018A Bonds to 
secure payment and performance of the Borrower’s obligations under the Loan Agreement. 

“Obligation No. 1B” means the Benjamin Franklin Charter Schools Obligation No. 1A issued by the 
Borrower, as Obligated Group Representative, pursuant to the Master Indenture and Supplemental Master Indenture 
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No. 1 in an original principal amount equal to the aggregate original principal amount of the Series 2018B Bonds to 
secure payment and performance of the Borrower’s obligations under the Loan Agreement. 

“Officer’s Certificate” means a Certificate signed by the Authorized Representative of the Obligated Group 
Representative. 

“Operating Expenses” means all reasonable and necessary current expenses of the Members incurred with 
respect to the Pledged Schools (all as reflected in the financial statements prepared and maintained for the Members), 
both paid or accrued, and as included in the annual budget of the Members with respect to the Pledged Schools, 
including without limitation (a) salaries and administrative expenses, (b) the cost of instructional supplies and 
materials, (c) insurance premiums, and (d) professional services; provided however, there shall be excluded from 
Operating Expenses (i) any allowance for depreciation or amortization or extraordinary expenses (as defined under 
generally accepted accounting principles), (ii) expenses incurred in connection with capital improvements, 
(iii) expenses or other amounts paid into and from the Repair and Replacement Fund and any debt service reserve 
fund established under a Related Bond Indenture, (iv) expenses paid from grants from state, federal or local sources, 
or from any Person, which were not included as part of Pledged Revenues, and (v) payments of debt service on any 
Related Bonds. 

“Opinion of Bond Counsel” means a written opinion signed by an attorney or firm of attorneys experienced 
in the field of public finance whose opinions are generally accepted by purchasers of bonds issued by or on behalf of 
a Government Issuer. 

“Opinion of Counsel” means a written opinion signed by an attorney or firm of attorneys. 

“Outstanding” (1) when used with reference to Indebtedness or Obligations, means, as of any date of 
determination, all Indebtedness or Obligations theretofore issued or incurred and not paid and discharged other than 
(a) Obligations theretofore cancelled by the Master Trustee or delivered to the Master Trustee for cancellation, 
(b) Obligations in lieu of which other Obligations have been authenticated and delivered or have been paid pursuant 
to the provisions of a Related Supplement regarding mutilated, destroyed, lost or stolen Obligations unless proof 
satisfactory to the Master Trustee has been received that any such Obligation is held by a bona fide purchaser, (c) any 
Obligation held by any Member and (d) Indebtedness deemed paid and no longer outstanding pursuant to the terms 
thereof; provided, however, that if two or more obligations which constitute Indebtedness represent the same 
underlying obligation (as when an Obligation secures an issue of Related Bonds and another Obligation secures 
repayment obligations to a bank under a letter of credit which secures such Related Bonds) for purposes of the various 
financial covenants contained in the Master Indenture, but only for such purposes, only one of such Obligations shall 
be deemed Outstanding and the Obligation so deemed to be Outstanding shall be that Obligation which produces the 
greater amount of annual Debt Service Requirement to be included in the calculation of such covenants, and (2) when 
used with respect to the Bonds, as of any particular time, all Bonds that have been duly authenticated and delivered 
by the Bond Trustee under the Bond Indenture, except: (a) Bonds theretofore cancelled by the Bond Trustee or 
delivered to the Bond Trustee for cancellation after purchase in the open market or because of payment at or 
redemption prior to maturity; (b) Bonds for the payment or redemption of which cash funds (or securities to the extent 
permitted in the Bond Indenture) shall have been theretofore deposited with the Bond Trustee (whether upon or prior 
to the maturity or redemption date of any such Bonds); provided that if such Bonds are to be redeemed prior to the 
maturity thereof, notice of such redemption shall have been given or arrangements satisfactory to the Bond Trustee 
shall have been made therefor, or waiver of such notice satisfactory in form to the Bond Trustee, shall have been filed 
with the Bond Trustee; (c) Bonds in lieu of which other Bonds have been authenticated under the Bond Indenture; (d) 
Bonds, subsequent to the redemption date thereof, for which the conditions enumerated in the Bond Indenture have 
been met; and (e) Bonds owned by the Borrower or any of its Affiliates. 

“Participants” means those broker-dealers, banks and other financial institutions from time to time for which 
DTC holds Bonds as a securities depository. 

“Permitted Liens” means as of any particular time any of the following: 
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(a) Any judgment lien or notice of pending action against any Member so long as such 
judgment or pending action is being contested in good faith and execution thereon is stayed, or while the 
period for responsive pleading has not lapsed; 

(b) (i) Rights reserved to or vested in any municipality or public authority by the terms of any 
right, power, franchise, grant, license, permit or provision of law, affecting any Property; (ii) any liens on 
any Property for taxes, assessment, levies, fees, water and sewer charges, and other governmental and similar 
charges and any liens of mechanics, materialmen, laborers, suppliers or vendors for work or services 
performed or materials furnished in connection with such Property, which are not due and payable or which 
are not delinquent or which, or the amount or validity of which, are being contested and execution thereon is 
stayed or which are subject to an installment payment obligation with a tax collection authority and execution 
thereon is stayed or, with respect to liens of mechanics, materialmen and laborers, are being contested in 
good faith and lien foreclosure proceedings have not commenced; (iii) covenants, conditions and restriction 
agreements, easements, rights-of-way, water rights, servitudes, waivers, reservations of abutter’s rights, 
restrictions, governmental requirements and other defects, encumbrances, and irregularities in the title to any 
Property which do not materially impair the use of such Property or materially and adversely affect the value 
thereof; (iv) condominium declarations, condominium plans, condominium maps, tract maps, lot splits or lot 
line adjustment maps affecting the property; and (v) rights reserved to or vested in any municipality or public 
authority to control or regulate any Property or to use such Property in any manner, which rights do not 
materially impair the use of such Property in any manner, or materially and adversely affect the value thereof; 

(c) Any Lien described in the final title policy which summarized certain liens existing on the 
date of execution of the Master Indenture provided that no such Lien (or the amount of Indebtedness secured 
thereby) may be increased, extended, renewed or modified to apply to any Property of any Member not 
subject to such Lien on such date, unless (1) such Lien as so extended, renewed or modified otherwise 
qualifies as a Permitted Lien or (2) the maturity date of the Indebtedness secured by such Lien is not extended 
and either the total principal and interest requirements or the maximum annual principal and interest 
requirements (calculated in a manner consistent with the calculation of the Debt Service Requirement) on 
such Indebtedness is not increased as a result of the refinancing of such Indebtedness; 

(d) Any Lien in favor of the Master Trustee securing all Obligations other than Non-recourse 
Indebtedness on a parity basis, including without limitation the Lien of the Deeds of Trust and the Lien on 
Pledged Revenues; 

(e) Liens arising by reason of good faith deposits with any Member in connection with leases 
of real estate, bids or contracts (other than contract for the payment of money), deposits by any Member to 
secure public or statutory obligations, or to secure, or in lieu of, surety, stay or appeal bonds, and deposits as 
security for the payment of taxes or assessments or other similar charges; 

(f) Any Lien arising by reason of deposits with, or the giving of any form of security to, any 
governmental agency or body created or approved by law or governmental regulation for any purpose at any 
time as required by law or governmental regulation as a condition to the transaction of any business or the 
exercise of any privilege or license, or to enable any Member to maintain self-insurance or to participate in 
any funds established to cover any insurance risks or in connection with workers’ compensation, 
unemployment insurance, pension or profit sharing plans or other similar social security plans, or to share in 
the privileges or benefits required for companies participating in such arrangements, and any Lien in the 
nature of a banker’s lien or right of setoff with respect to deposits which any Member is not required to 
maintain with the bank in question; 

(g) Any Lien arising by reason of any escrow established to pay debt service with respect to 
Indebtedness, including Irrevocable Deposits; 

(h) Any Lien in favor of a trustee on the proceeds of Indebtedness prior to the application of 
such proceeds; 
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(i) Liens on Property received by any Member through gifts, grants or bequests, such Liens 
being due to restrictions on such gifts, grants or bequests of Property or the income thereon, up to the Fair 
Market Value of such Property; 

(j) Liens securing Non-recourse Indebtedness incurred pursuant to the Master Indenture so 
long as the Property purchased, acquired, constructed, or equipped with the proceeds of such Non-recourse 
Indebtedness does not replace any Property of the Members which generated more than 10 percent of the 
Pledged Revenues of the Members for the most recent Fiscal Year for which Obligated Group Financial 
Statements are available; 

(k) Liens securing leases of Property; 

(l) The lease or license of the use of all or a part of any portion of the Property in connection 
with the proper and economical use of such Property in accordance with customary and prudent business 
practice; 

(m) Purchase money security interests and security interests existing on any Property prior to 
the time of its acquisition through purchase, merger, consolidation or otherwise, or placed upon Property to 
secure a portion of the purchase price thereof, or placed upon instruments evidencing Indebtedness to secure 
the purchase price thereof, or lessee’s interests in leases required to be capitalized in accordance with 
generally accepted accounting principles; 

(n) Any other Lien, provided that either (i) the aggregate Book Value of Property subject to 
Liens created or permitted to exist pursuant to this clause (n) shall not exceed 5 percent of the aggregate Book 
Value of all Property of the Obligated Group or (ii) the aggregate Fair Market Value of Property subject to 
Liens created or permitted to exist pursuant to this clause (n) shall not exceed 5 percent of the aggregate Fair 
Market Value of all Property of the Obligated Group; 

(o) Liens subordinate to the Deeds of Trust. 

“Person” means an individual, corporation, firm, association, partnership, trust, or other legal entity or group 
of entities, including a governmental entity or any agency or political subdivision thereof. 

“Pledged Revenue Fund” means the fund by that name established pursuant to the Master Indenture. 

“Pledged Revenues” means, to the extent permitted by law, all revenues, rentals, fees, third-party payments, 
receipts or other income of the Members derived from the operation of the Pledged Schools, including the rights to 
receive such revenues (each subject to Permitted Liens), all as calculated in accordance with generally accepted 
accounting principles, including, without limitation, State Payments received for the Pledged Schools (whether paid 
to the Members or to the Master Trustee on behalf of the Members), proceeds derived from insurance and 
condemnation proceeds related to the Property, Plant and Equipment, whether now or hereafter owned, held or 
possessed by such Member. 

“Pledged School” means each individually, and “Pledged Schools” means, collectively, (1) each charter 
school operated by a Member, the revenues from which are pledged by such Member to secure the payment of 
Required Payments and the performance of the other obligations of the Obligated Group under the Master Indenture.  
At the initial execution of the Master Indenture, the Pledged Schools are the Crismon School, the Gilbert School, the 
Power School and the High School. 

“Power Campus” means the land and buildings located at 22951 South Power Road, Queen Creek, Arizona. 

“Principal Amount” means, when used with respect to Obligations, the principal amount of such Obligation, or, 
in the case of a Financial Products Agreement, the notional amount, or, in the case of any other Obligation which does not 
represent or secure Indebtedness, the aggregate amount payable by the Obligated Group pursuant to such Obligation. 
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“Principal Payment Date” or “sinking fund payment date” means each July 1, commencing July 1, 2022. 

“Project” means the acquisition, construction, improvement and equipping, as applicable, of the Facilities. 

“Project Fund” means the fund by that name created under the Bond Indenture. 

“Property” means any and all rights, titles and interests in and to any and all property of the Obligated Group 
used in connection with the operation of the Pledged Schools whether real or personal, tangible or intangible and 
wherever situated. 

“Property, Plant and Equipment” means all Property of the Obligated Group used in connection with the 
operation of the Pledged Schools (initially only the Facilities) that is considered property, plant and equipment of such 
Persons under generally accepted accounting principles. 

“Qualified Provider” means any financial institution or insurance company which is a party to a Financial 
Products Agreement if the unsecured long-term debt obligations of such financial institution or insurance company 
(or of the parent or a subsidiary of such financial institution or insurance company if such parent or subsidiary 
guarantees the performance of such financial institution or insurance company under such Financial Products 
Agreement), or obligations secured or supported by a letter of credit, contract, guarantee, agreement, insurance policy 
or surety bond issued by such financial institution or insurance company (or such guarantor parent or subsidiary), are 
rated in one of the three highest Rating Categories of a national rating agency at the time of the execution and delivery 
of the Financial Products Agreement. 

“Rebate Amount” means the Rebate Amount with respect to the Tax-Exempt Bonds determined in 
accordance with the Bond Indenture. 

“Rebate Analyst” means an Independent certified public accountant, financial analyst or bond counsel, or 
any firm of the foregoing, or financial institution, experienced in making the arbitrage and rebate calculations required 
pursuant to Section 148(f) of the Code, selected and retained by the Borrower and compensated by the Borrower to 
make the computations and give the directions required under the Bond Indenture. 

“Rebate Fund” means the fund by that name created pursuant to the Bond Indenture. 

“Rebate Year” means the period beginning on the Bond Closing Date and ending on the next succeeding 
June 30 and for all other Rebate Years, the one year period beginning on the day after the end of the preceding Rebate 
Year and ending on the following June 30, unless the Borrower, the Issuer and the Bond Trustee are advised by the 
Rebate Analyst that another period is required by law; provided, however, that the last Rebate Year shall end on the 
date the Tax-Exempt Bonds are no longer Outstanding. 

“Registered Owner” means the Person or Persons in whose name or names a particular Bond is registered on 
the registration records maintained for that purpose pursuant to the Bond Indenture. 

“Regular Record Date” means 15th day of the month next preceding each Interest Payment Date. 

“Regulations” means the temporary or final Income Tax Regulations applicable to the Tax-Exempt Bonds 
issued pursuant to sections 141 through 150 of the Code or section 103 of the Internal Revenue Code of 1954.  Any 
reference to a section of the Regulations shall also refer to any successor provision to such section hereafter 
promulgated by the Internal Revenue Service pursuant to sections 141 through 150 of the Code and applicable to the 
Tax-Exempt Bonds. 

“Related Bonds” means the revenue bonds or other obligations issued by any Government Issuer, pursuant 
to a single Related Bond Indenture, the proceeds of which are loaned or otherwise made available to a Member or 
Members in consideration of the execution, authentication and delivery of an Obligation or Obligations to or for the 
order of such Government Issuer. 
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“Related Bond Indenture” means any indenture, trust agreement, bond resolution or other comparable 
instrument pursuant to which a series of Related Bonds are issued. 

“Related Bond Issuer” means the Government Issuer of any issue of Related Bonds. 

“Related Bond Trustee” means the trustee and its successors in the trusts created under any Related Bond 
Indenture, and if there is no such trustee, means the Related Bond Issuer. 

“Related Loan Agreement” means any loan agreement, financing agreement or other comparable instrument 
pursuant to which proceeds of Related Bonds are lent to the borrowers thereunder. 

“Related Supplement” means an indenture supplemental to, and authorized and executed pursuant to the 
terms of, the Master Indenture. 

“Repair and Replacement Fund” means the fund by that name established pursuant to the Master Indenture. 

“Repair and Replacement Fund Annual Deposit” means, for any Fiscal Year, one-half of 1 percent (.005) of 
the budgeted Operating Expenses for that Fiscal Year. 

“Repair and Replacement Fund Requirement” means, for any Fiscal Year, 2 percent (.02) of budgeted 
Operating Expenses for that Fiscal Year. 

“Required Payment” means any payment, when due, whether at maturity, by acceleration, upon proceeding 
for redemption or otherwise, including Financial Products Payments, Financial Products Extraordinary Payments, or 
the purchase price of Related Bonds tendered or deemed tendered for purchase pursuant to the terms of a Related 
Bond Indenture required to be made by any Member under the Master Indenture, any Related Supplement, or any 
Obligation. 

“Responsible Officer” means, with respect to the Master Trustee, the chair and vice chair of the board of 
directors, the chair of the executive committee of the board of directors, the vice chair of the executive committee of 
the board of directors, the chair of the trust committee, the president, any vice president, any assistant vice president, 
the cashier, any assistant cashier, the secretary, any assistant secretary, the treasurer, any assistant treasurer, any trust 
officer, any assistant trust officer or any other officer of the Master Trustee customarily performing functions similar 
to those performed by the persons above-designated or to whom any corporate trust matter is referred because of such 
person’s knowledge of and familiarity with the particular subject. 

“Revenue Fund” means the fund by that name created under the Bond Indenture. 

“Revenues” means, to the extent permitted by law, all payments received by the Bond Trustee for the account 
of the Issuer pursuant to the Loan Agreement and the Bond Indenture. 

“S&P” means Standard & Poor’s Financial Services LLC, or its successors and assigns. 

“Scheduled State Payment Date” means the date during a calendar month, if any, on which the State Treasurer 
is scheduled to remit State Payments to the Master Trustee pursuant to the Irrevocable Intercept Directions; provided 
that if the State Treasurer is scheduled to remit State Payments after the 25th day of any calendar month, such State 
Payments shall be treated as scheduled to be remitted, and such Scheduled State Payment Date shall be treated as 
occurring, on the first day of the immediately succeeding month.  From the date of execution of the Master Indenture 
until the Master Trustee is otherwise notified in writing of a change thereof by the Obligated Group Representative 
pursuant to the Master Indenture, the Scheduled State Payment Dates are the first day of every month in each Fiscal 
Year. 

“Series 2018A Bonds” means The Industrial Development Authority of the County of Maricopa Education 
Revenue Bonds (Benjamin Franklin Charter School Projects), Series 2018A issued in the aggregate original principal 
amount of $71,715,000. 
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“Series 2018B Bonds” means The Industrial Development Authority of the County of Maricopa Education 
Revenue Bonds (Benjamin Franklin Charter School Projects), Taxable Series 2018B issued in the aggregate original 
principal amount of $615,000. 

“Short-Term Indebtedness” means all Indebtedness having an original maturity less than or equal to one year 
and not renewable at the option of a Member for a term greater than one year from the date of original incurrence or 
issuance unless, by the terms of such Indebtedness, no Indebtedness is permitted to be outstanding thereunder for a 
period of at least 20 consecutive days during each Fiscal Year. 

“Special Record Date” means a special record date, which shall be a Business Day, fixed to determine the 
names and addresses of Registered Owners for purposes of paying interest on a special Interest Payment Date for the 
payment of defaulted interest, all as further provided in the Bond Indenture. 

“State” means the State of Arizona. 

“State Payments” means any and all payments made by the State Treasurer to a Member pursuant to a Charter 
Contract with respect to a Pledged School operated by the Member that are permitted by applicable state law to be 
used for the purposes set forth in the Member Documents. 

“State Treasurer” means (1) with respect to a Pledged School operated by a Member in the State, the 
Treasurer of the State or any authorized representative of that office and (2) with respect to a Pledged School operated 
by a Member in another state, the authorized representative of the state office that is responsible for making payments 
to charter school operators pursuant to the related Charter Contract and applicable state law. 

“Supplemental Bond Indenture” means any indenture supplemental to the Bond Indenture entered into 
between the Issuer and the Bond Trustee in accordance with the Bond Indenture. 

“Supplemental Master Indenture No. 1” means the Supplemental Master Indenture for Obligation No. 1, 
dated as of December 1, 2018, between the Borrower, as Obligated Group Representative, and the Master Trustee, 
which supplements the Master Indenture and provides for the issuance of Obligation No. 1. 

“Tax and Insurance Escrow Fund” means the fund by that name established pursuant to the Master Indenture. 

“Tax and Insurance Escrow Payment” means (1) on each Scheduled State Payment Date, an amount equal to 
a fraction of the greater of (a) real property taxes with respect to the Property, Plant and Equipment paid during the 
preceding calendar year or (b) real property taxes with respect to the Property, Plant and Equipment payable during 
the current calendar year based on the existing assessed value, where the numerator is the amount of such taxes and 
the denominator is the number of Scheduled State Payment Dates that will occur during the period between the last 
date on which such taxes were paid (or, if later, the date of execution of the Master Indenture) and the next October 
1, unless the Member that owns such Property, Plant and Equipment has received notice from the appropriate property 
taxing authority for such Property, Plant and Equipment) of its exemption from such real property taxes, in which case 
the amount shall be $-0- until such time as the Member that owns such Property, Plant and Equipment are notified 
otherwise, at which time payments shall be made by the Members as provided in the Master Indenture; and (2) on 
each Scheduled State Payment Date, an amount equal to a fraction where the numerator is the amount of the insurance 
premiums for all policies required to be maintained pursuant to the Master Indenture in accordance with the terms of 
such policies and as otherwise stated in a written instruction from the Obligated Group Representative to the Master 
Trustee and the denominator is the number of Scheduled State Payment Dates that will occur during the period 
between the last date on which such insurance premiums were paid (or, if later, the date of execution of the Master 
Indenture) and ending on the day before the following December 1.  Credit for earnings in the Tax and Insurance 
Escrow Fund may be given annually to offset the amount of the payments to be made into such fund for real property 
taxes and insurance premiums for the succeeding year. 

“Tax Certificate” means the Tax Compliance Certificate or other similar document delivered at the time of 
issuance and delivery of any Tax-Exempt Bonds by the Government Issuer, the Obligated Group Representative and 
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any other Person or Persons using the Property, Plant and Equipment or other Property financed with the proceeds of 
such Tax-Exempt Bonds, as the same may be amended or supplemented in accordance with its terms. 

“Tax-Exempt Bonds” means any Related Bonds interest on which is excluded from gross income for federal 
income tax purposes under Section 103 of the Code, including the Series 2018A Bonds. 

“Trust Estate” means the property pledged, assigned and mortgaged to the Bond Trustee pursuant to the 
granting clauses of the Bond Indenture. 

“Variable Rate Indebtedness” means Indebtedness the interest on which is payable pursuant to a variable 
interest rate formula or other determination method rather than at a fixed rate of interest per annum to maturity. 

“Underwriter” means Robert W Baird & Co. Incorporated. 

THE MASTER INDENTURE 

The following is a brief summary of the Master Indenture pursuant to which Obligation No. 1 will be issued.  
The summary does not purport to be complete or definitive and is qualified in its entirety by reference to the Master 
Indenture, copies of which are on file with the Issuer and the Bond Trustee. 

Authorization of Obligations 

Under the Master Indenture, each Member authorizes to be issued from time to time Obligations or Series of 
Obligations, without limitation as to amount, except as provided in the Master Indenture or as may be limited by law, 
and subject to the terms, conditions and limitations established in the Master Indenture and in any Related Supplement. 

Authorization for Issuance of Obligations in Series 

From time to time when authorized by the Master Indenture and subject to the terms, conditions and 
limitations established in the Master Indenture, the Obligated Group Representative may authorize the issuance of an 
Obligation or a Series of Obligations by entering into a Related Supplement.  The Obligation or the Obligations of 
any such Series may be issued and delivered to the Master Trustee for authentication upon compliance with the 
provisions of the Master Indenture and of any Related Supplement. 

Each Related Supplement authorizing the issuance of an Obligation or a Series of Obligations shall specify 
and determine the Principal Amount of such Obligation or Series of Obligations, the purposes for which such 
Obligation or Series of Obligations are being issued, the form, title, designation, and the manner of numbering or 
denominations, if applicable, of such Obligation or Series of Obligations, the date or dates of maturity or other final 
expiration of the term of such Obligation or Series of Obligations, the date of issuance of such Obligation or Series of 
Obligations and any other provisions deemed advisable or necessary by the Obligated Group Representative. 

Appointment of Obligated Group Representative 

Each Member, by becoming a Member, irrevocably appoints the Obligated Group Representative as its agent 
and true and lawful attorney in fact and grants to the Obligated Group Representative full power to execute Related 
Supplements authorizing the issuance of Obligations or Series of Obligations and to execute and deliver Obligations 
and documents related thereto. 

Conditions to the Issuance of Obligations 

The issuance, authentication and delivery of any Obligation or Series of Obligations shall be subject to the 
following specific conditions: 

(a) The Obligated Group Representative and the Master Trustee shall have entered into a Related 
Supplement providing for the terms and conditions of such Obligation and the repayment thereof. 
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(b) With respect to Obligations issued to finance or refinance Property, Plant and Equipment, the Master 
Trustee shall have received duly executed counterparts of the related Deed of Trust (or amendment to an existing Deed 
of Trust), and a fully-executed Irrevocable Intercept Direction from each Member with respect to each Pledged School 
to be operated at the Campus or Campuses comprising such Property, Plant and Equipment.  Such Deed of Trust (or 
amendment to an existing Deed of Trust) shall be recorded in the applicable real property records, and provide the 
Master Trustee with a perfected first position Lien interest in the Property, Plant and Equipment, subject to any 
Permitted Liens.  An Opinion of Counsel shall accompany the delivery of such Deed of Trust which confirms that the 
Master Trustee has a perfected first position Lien subject to the qualifications set forth in the Master Indenture. 

(c) With respect to Obligations issued to finance or refinance Property, Plant and Equipment, the Master 
Trustee shall have received an irrevocable, binding commitment of a title company to issue an extended coverage 
lender’s title insurance policy or policies insuring the Master Trustee’s interest in and Lien against the Property, Plant 
and Equipment to be financed or refinanced by the Obligations, subject to any Permitted Liens (or a date down 
endorsement of an existing lender’s title insurance policy or policies, as applicable), in an amount (together with all 
other lender’s title insurance policies insuring the Master Trustee’s interest in and Lien against Property, Plant and 
Equipment) not less than the aggregate Principal Amount of the Outstanding Obligations.  Each such policy shall be 
in the form of an extended American Land Title Association policy, as applicable. 

(d) The Master Trustee shall have received an Officer’s Certificate to the effect that each Member is in 
full compliance with all warranties, covenants and agreements set forth in the Master Indenture and in any Related 
Supplement. 

(e) The Master Trustee shall have received an Officer’s Certificate to the effect that neither an Event of 
Default nor any event which with the passage of time or the giving of notice or both would become an Event of Default 
has occurred and is then outstanding or would occur upon issuance of such Obligation or is continuing under the 
Master Indenture or any Related Supplement. 

(f) The Master Trustee shall have received an Officer’s Certificate to the effect that the Obligated Group 
has complied with and satisfied all requirements and conditions to the issuance of such Obligation set forth in the 
Master Indenture and in the Related Supplement. 

(g) The Master Trustee shall have received an Opinion of Counsel to the effect that such Obligation and 
Related Supplement and, with respect to any Obligation issued to finance or refinance Property, Plant and Equipment, 
the related Deed of Trust (or amendment to an existing Deed of Trust) have been duly authorized, executed and 
delivered by an Authorized Representative of the Obligated Group Representative and the Members, as applicable, 
and constitute valid and binding obligations of the Obligated Group and the Members, enforceable in accordance with 
their terms, subject to exceptions for bankruptcy, insolvency and similar laws and the application of equitable 
principles. 

(h) The Master Trustee shall have received an Opinion of Counsel to the effect that such Obligation is 
not subject to registration under the Securities Act of 1933, as, amended, and the Master Indenture, as supplemented 
by such Related Supplement, is not subject to registration under the Trust Indenture Act of 1939, as amended (or that 
such registration, if required has occurred). 

(i) If such Obligation constitutes Additional Indebtedness, the requirements of the Master Indenture 
described in this APPENDIX F under “THE MASTER INDENTURE – Limitations on Additional Indebtedness” with 
respect to the incurrence of Additional Indebtedness shall have been satisfied. 

Payment of Required Payments; Limited Obligation of Obligated Group 

Except as otherwise provided below with respect to the limitation on the amount payable by the Obligated 
Group and as otherwise provided in any Related Supplement executed in connection with the addition of a new 
Member to the Obligated Group, each Member jointly and severally covenants and agrees (a) to pay or cause to be 
paid promptly all Required Payments at the place, on the dates and in the manner provided in the Master Indenture, in 
any Related Supplement and in said Obligations and (b) to faithfully observe and perform all of the conditions, 
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covenants and requirements of the Master Indenture, any Related Supplement and any Obligation.  Each Member 
acknowledges and agrees that the time of such payment and performance is of the essence of the obligations under the 
Master Indenture. 

The obligation of each Member with respect to Required Payments shall not be abrogated, prejudiced or 
affected by: 

(i) the granting of any extension, waiver or other concession given to any Member by the 
Master Trustee or any Holder or by any compromise, release, abandonment, variation, relinquishment or 
renewal of any of the rights of the Master Trustee or any Holder or anything done or omitted or neglected to 
be done by the Master Trustee or any Holder in exercise of the authority, power and discretion vested in them 
by the Master Indenture, or by any other dealing or thing which, but for this provision, might operate to 
abrogate, prejudice or affect such obligation; 

(ii) the liability of any other Member under the Master Indenture ceasing for any cause 
whatsoever, including the release of such other Member pursuant to the provisions of the Master Indenture 
or any Related Supplement from membership in the Obligated Group; or 

(iii) any Member failing to become liable as, or losing eligibility to become, a Member with 
respect to an Obligation. 

Subject to (1) the provisions of the Master Indenture permitting withdrawal from the Obligated Group, (2) the 
provisions below with respect to the limitation on the amount payable by the Obligated Group, and (3) any provisions 
contained in a Related Supplement executed in connection with the addition of a Member to the Obligated Group 
limiting the amount payable by such Member, the obligation of each Member to make Required Payments is a 
continuing one and is to remain in effect until all Required Payments have been paid in full in accordance with the 
Master Indenture.  All moneys from time to time received by the Obligated Group Representative or the Master Trustee 
to reduce liability on Obligations, whether from or on account of the Members or otherwise, shall be regarded as 
payments in gross without any right on the part of any one or more of the Members to claim the benefit of any moneys 
so received until the whole of the amounts owing on Obligations has been paid or satisfied and so that in the event of 
any such Member filing bankruptcy, the Obligated Group Representative or the Master Trustee shall be entitled to 
prove up the total indebtedness or other liability on Obligations Outstanding as to which the liability of such Member 
has become fixed. 

Each such Obligation shall be a primary obligation and shall not be treated as ancillary to or collateral with 
any other obligation and shall be independent of any other security so that the covenants and agreements of each 
Member under the Master Indenture shall be enforceable without first having recourse to any such security or source 
of payment and without first taking any steps or proceedings against any other Person.  The Obligated Group 
Representative and the Master Trustee are each empowered to enforce each covenant and agreement, as provided in 
the Master Indenture, and to enforce the making of Required Payments.  Each Member hereby authorizes the Obligated 
Group Representative and the Master Trustee to enforce or refrain from enforcing any covenant and agreement of the 
Members under the Master Indenture and to make any arrangement or compromise with any particular Member or 
Members as the Obligated Group Representative or the Master Trustee may deem appropriate, consistent with the 
Master Indenture and any Related Supplement.  Each Member hereby waives in favor of the Obligated Group 
Representative and the Master Trustee all rights against the Obligated Group Representative, the Master Trustee and 
any other Member, insofar as is necessary to give effect to any of the provisions of the Master Indenture. 

Notwithstanding anything in the Master Indenture to the contrary, the Obligated Group’s obligation to make 
Required Payments is limited solely to the Pledged Revenues.  No other revenues or property of the Obligated Group 
(other than the Property, Plant and Equipment owned by the Members and encumbered by the Deeds of Trust) are 
pledged by the Obligated Group to secure payment of the Required Payments or the Obligations issued under the 
Master Indenture.  The Master Trustee covenants in the Master Indenture that it shall not take recourse against any of 
the Members with respect to the failure by the Members to make any Required Payment under the Master Indenture 
and any Related Supplement except recourse to the Property, Plant and Equipment to the extent encumbered by the 
Deeds of Trust, the Pledged Revenues and the amounts held in the funds and accounts created under the Related Bond 
Indentures (except any costs of issuance fund or rebate fund) or under the Master Indenture (except the Expense Fund), 
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or to such other security as may from time to time be given for the payment of obligations arising out of the Master 
Indenture, any Related Supplement or any other agreement securing the obligations of the Members with respect to 
any Related Bonds. 

The Members may use other legally available funds or assets to make Required Payments, but the Master 
Trustee agrees that under no circumstances shall the Members be required to advance any moneys derived from, nor 
shall the Master Trustee have recourse to, any revenues or assets attributable to, or designated by any third party for, 
any school operated by any the Members other than the Pledged Schools or pledged by any of the Members to secure 
loans to or financings or leases for such other schools.  Such other moneys, assets and revenues would include income 
and revenues directly or indirectly derived by the operation of the other school, including without limitation per pupil 
revenues and other funding received from the State or by virtue of the charter granted a Member for the other school 
and all gifts, grants, bequests and contributions (including income and profits therefrom) to the extent specifically 
restricted by the donor or maker thereof to the other school and such moneys would also include net insurance or 
condemnation proceeds received or payable to any Member on account of damage or destruction of the other school 
or its property or other loss incurred by any Member with respect to its operation of the other school or its property. 

Pledge and Security Interests; Irrevocable Intercept Direction; Covenant Against Encumbrances 

To secure the payment of Required Payments and the performance of the other obligations of the Members 
under the Master Indenture, each Member, respectively, pledges by the Master Indenture and, to the extent permitted 
by law, grants a security interest in all of its right, title and interest in, if any, the Pledged Revenues, the Property, 
Plant and Equipment, the Pledged Revenue Fund and the Repair and Replacement Fund to the Master Trustee for the 
benefit of the Holders of the Obligations.  Each Member, respectively, covenants and agrees to execute and cause to 
be filed Uniform Commercial Code financing statements and to execute and deliver such other documents as are 
required in order to perfect or maintain as perfected such security interest or give public notice thereof. 

Each Member has entered into one or more Deed of Trust for the Property, Plant and Equipment owned or 
leased by it to secure the obligations of the Members under the Master Indenture.  Each such Member, respectively, 
agrees to supplement such Deed of Trust or to execute and deliver such other Deeds of Trust or mortgages as may be 
necessary from time to grant to the Master Trustee a first priority Lien on the Property, Plant and Equipment owned 
or leased by the Member and pledged to the Master Trustee as security for the obligations of the Members under the 
Master Indenture. 

Each Member has delivered a fully-executed Irrevocable Intercept Direction with respect to each Pledged 
School operated by it to the Master Trustee with respect to the State Payments for such Pledged School to secure the 
obligations of the Members under the Master Indenture.  Each Member, respectively, agrees that each such Irrevocable 
Intercept Direction shall remain irrevocable so long as any obligations Members under the Master Indenture remain 
outstanding or unsatisfied.  Each Member, respectively, at the expense of the Obligated Group, will cooperate with 
the Master Trustee with respect to the enforcement of any such Irrevocable Intercept Directions during the term of the 
Master Indenture.  In the event any Member receives any State Payments directly from the State Treasurer in violation 
of an Irrevocable Intercept Direction, the Member will immediately remit the same to the Master Trustee for deposit 
into the Pledge Revenue Fund and application in accordance with the Master Indenture. 

Each Member, respectively, covenants and agrees that it will not create, assume or suffer to exist any Lien 
upon the Property, Plant and Equipment or the Pledged Revenues of the Obligated Group senior to the Deeds of Trust 
or the security interest in the Pledged Revenues granted by this Master Indenture, and each Member, respectively, 
further covenants and agrees that if such a Lien is created or assumed by any Member, it will make or cause to be 
made effective a provision whereby all Obligations will be secured prior to any such Indebtedness or other obligation 
secured by such Lien; provided, however, that notwithstanding the provisions of described in this paragraph, each 
Member may create, assume or suffer to exist Permitted Liens. 

Upon written request of the Obligated Group Representative, the Master Trustee shall execute and deliver 
such releases, subordinations, requests for reconveyance or other instruments as may be reasonably requested by the 
Obligated Group Representative in connection with (i) the disposition of the Property, Plant and Equipment in 
accordance with the provisions of the Master Indenture described in this APPENDIX F under “THE MASTER 
INDENTURE – Sale, Lease or Other Disposition of Property,” (ii) the withdrawal of a Member pursuant to the Master 
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Indenture described in this APPENDIX F under “THE MASTER INDENTURE – Withdrawal from Obligated 
Group,” or (iii) the granting by a Member of any Lien which constitutes a Permitted Lien under the Master Indenture 
or is otherwise permitted under the Master Indenture. 

No revenues of the Members (other than Pledged Revenues) or property of the Members (other than the 
Property, Plant and Equipment owned by the Members and encumbered by the Deeds of Trust) are pledged by the 
Members under the Master Indenture.   

Establishment of Funds 

The Members have established and created the following funds under the Master Indenture, which shall be 
special trust funds held by the Master Trustee: 

(i) The Pledged Revenue Fund; 

(ii) The Tax and Insurance Escrow Fund; 

(iii) The Expense Fund; and 

(iv) The Repair and Replacement Fund. 

The Master Trustee is authorized to establish accounts or subaccounts in each of the funds or accounts, or 
add Member name or Obligation series designations to the accounts and subaccounts, if necessary, to keep the Pledged 
Revenues of any Member after payment of the Required Payments separate from the Pledged Revenue of any other 
Member or to keep the proceeds of any series of Related Bonds separate from the proceeds of any other series of 
Related Bonds. 

Pledged Revenue Fund 

There shall be deposited in the Pledged Revenue Fund as and when received, the State Payments paid to the 
Master Trustee pursuant to each Irrevocable Intercept Direction and all other moneys deposited into the Pledged 
Revenue Fund pursuant to the Master Indenture. 

All moneys deposited in the Pledged Revenue Fund pursuant to the previous paragraph shall be disbursed by 
the Master Trustee commencing on the dates provided below and in the following order of priority: 

FIRST: on each Scheduled State Payment Date, to each Holder of an Obligation, an amount, less 
any credits received against such amount, equal to (i) the Required Payments with respect 
to any Obligation issued pursuant to a Related Supplement due prior to the next Scheduled 
State Payment Date, plus (ii) any amount previously due under this paragraph that remains 
unpaid because of a prior insufficiency in moneys available therefor; 

SECOND: on each Scheduled State Payment Date, to the Tax and Insurance Escrow Fund, an amount 
equal to (i) the Tax and Insurance Escrow Payment due on such Scheduled State Payment 
Date, plus (ii) any amount previously due under this paragraph that remains unpaid because 
of a prior insufficiency in moneys available therefor; 

THIRD: on each Scheduled State Payment Date, to the Expense Fund, an amount equal to (i)  the 
portion of the Master Trustee’s Fee and Master Trustee’s Expenses determined by dividing 
the Master Trustee’s Fee and Master Trustee’s Expenses by the number of Scheduled State 
Payment Dates that will occur during the period beginning on the last date on which such 
fees were paid and the day preceding the next January 1 or July 1, as applicable, plus (ii) 
any amount previously due under this paragraph that remains unpaid because of a prior 
insufficiency in moneys available therefor; 
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FOURTH: on each Scheduled State Payment Date, commencing on the first Scheduled State Payment 
Date occurring after June 30, 2019,  to the Repair and Replacement Fund, an amount equal 
to the portion of the Repair and Replacement Fund Annual Deposit determined by dividing 
the Repair and Replacement Fund Annual Deposit by the number of Scheduled State 
Payment Dates that will occur during the period beginning on the last date on which 
amounts were paid (or, if such amounts have not yet been paid, August 1, 2019) and ending 
on the day preceding the next July 1, or such lesser amount as is necessary to cause the 
aggregate amount in the Repair and Replacement Fund to equal the Repair and 
Replacement Fund Requirement; and 

FIFTH: on each Scheduled State Payment Date, if no Event of Default has occurred under the 
Master Indenture, all amounts of money remaining on deposit in the Pledged Revenue Fund 
after the Master Trustee has made the disbursements required in FIRST through FOURTH 
above shall be disbursed to an account designated by the Obligated Group Representative 
for allocation and disbursement to the Members entitled thereto. 

If no Event of Default has occurred under the Master Indenture, all amounts of money remaining on deposit 
in the Revenue Fund on each Scheduled State Payment Date after the Master Trustee has made the disbursements 
required in the previous paragraph shall be disbursed to each Member from its respective Member Account. 

Tax and Insurance Escrow Fund 

The Master Trustee will deposit into the Tax and Insurance Escrow Fund all amounts required to be deposited 
therein pursuant to the Master Indenture. 

Amounts on deposit in the Tax and Insurance Escrow Fund will be used to (i) pay real property or ad valorem 
taxes with respect to the Property, Plant and Equipment, if any, and (ii) pay premiums for the insurance policies 
required to be maintained with respect to the Property, Plant and Equipment. 

The Master Trustee shall disburse moneys from the Tax and Insurance Escrow Fund upon receipt by the 
Master Trustee of requisitions signed by an Authorized Representative of the Obligated Group Representative. 

Notwithstanding the foregoing, the Master Trustee will have the right, but not the obligation, to withdraw 
moneys from the Tax and Insurance Escrow Fund at any time and to use said funds to pay the items described above 
without a requisition from an Authorized Representative of the Obligated Group Representative in order to maintain 
the insurance with respect to the Property, Plant and Equipment or to prevent any of the items described above from 
becoming past due. 

Expense Fund 

The Master Trustee will deposit into the Expense Fund all amounts required to be deposited therein pursuant 
to the Master Indenture, from which the Master Trustee will pay the Master Trustee’s Fees and Master Trustee’s 
Expenses. 

Repair and Replacement Fund 

There shall be deposited into the Repair and Replacement Fund as and when received (i) all amounts required 
to be deposited therein pursuant to the Master Indenture, and (ii) all other moneys received by the Master Trustee 
when accompanied by directions from an Authorized Representative of the Obligated Group Representative not 
inconsistent with the Master Indenture that such moneys are to be paid into the Repair and Replacement Fund.  There 
shall also be retained in the Repair and Replacement Fund, interest and other income received on investment of moneys 
in the Repair and Replacement Fund.  Any amounts on deposit in the Repair and Replacement Fund in excess of the 
Repair and Replacement Fund Requirement will be transferred by the Master Trustee to the Pledged Revenue Fund 
and applied to the Payment of Required Payments on the Obligations. 
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Absent an Event of Default under the Master Indenture, upon receipt of a requisition from an Authorized 
Representative of the Obligated Group Representative, the Master Trustee is authorized and directed to make 
disbursements from the Repair and Replacement Fund to pay the cost of capital expenditures related to maintenance, 
improvements and replacements which may be required for the Property, Plant and Equipment, including, but not 
limited to, replacement of equipment, replacement of any roof or other structural component, exterior painting and the 
replacement of heating, air conditioning, plumbing and electrical equipment. 

Moneys in the Repair and Replacement Fund also may be used for the payment of Required Payments on the 
Obligations in the event moneys in the Pledged Revenue Fund are insufficient to make such payments when due. 

The Master Trustee shall keep and maintain adequate records pertaining to the Repair and Replacement Fund 
and all disbursements therefrom and shall annually file an accounting thereof with the Obligated Group 
Representative. 

Maintenance and Modifications of Property, Plant and Equipment 

Each Member agrees that during the term of the Master Indenture the Member shall operate and maintain its 
respective Property, Plant and Equipment in compliance with all governmental laws, building codes, ordinances, and 
regulations and zoning laws as shall be applicable to such Property, Plant and Equipment, unless the same are being 
contested in good faith by appropriate proceedings.  Each Member agrees that during the term of the Master Indenture 
it will at expense of the Member (a) keep its respective Property, Plant and Equipment in as safe of a condition as 
required by law and (b) except to the extent the Member has determined that any portion of its respective Property, 
Plant and Equipment is obsolete or not useful in its operations, keep the Property, Plant and Equipment in good repair 
and in good operating condition, making from time to time all necessary repairs thereto (including external and 
structural repairs) and renewals and replacements thereof all of which shall be accomplished in a workmanlike manner 
in accordance with all applicable laws.  Any Member may dispose of portions of its respective Property, Plant and 
Equipment that the Member determines to be obsolete or not useful to operations of the Property, Plant and Equipment.  
Any Member, at its own expense, also may make from time to time any additions, modifications or improvements to 
the Property, Plant and Equipment that the Member may deem desirable for its purposes that do not substantially 
reduce the value of its respective Property, Plant and Equipment; provided that all such additions, modifications and 
improvements made by any Member that are affixed to its respective Property, Plant and Equipment shall become a 
part of the Property, Plant and Equipment and subject to the applicable Deed of Trust.  No Member will permit  the 
removal of any personal property owned by such Member from its respective Property, Plant and Equipment unless 
such personal property is obsolete, sold for fair market value or will be replaced with personal property of an equal or 
greater value. 

No Member will permit any Liens, security interests or other encumbrances, other than Permitted Liens, to 
be established or to remain against its respective Property for labor or materials furnished in connection with the 
Property.  However, if no Event of Default has occurred and is continuing, and after notifying the Master Trustee of 
its intention to do so, any Member may permit the Liens to remain undischarged and unsatisfied while the Member is 
diligently prosecuting, in good faith and at its own expense, a contest of any mechanics’ or other Liens filed or 
established against the Property, including any appeal therefrom.  The right of a Member to contest a Lien shall not 
apply, however, if the Property or any part thereof will be subject to loss or forfeiture, in which event the Member 
shall promptly pay and cause to be satisfied and discharged all such unpaid items.  The Master Trustee will, at the 
expense of the Members cooperate fully with the Members in any such contest. 

In the event that the Members shall fail to pay any of the foregoing items required by this Section to be paid 
by the Members, the Master Trustee may (but shall be under no obligation to) pay the same, and any amounts so 
advanced therefor by the Master Trustee shall become an additional obligation of the Obligated Group under the 
Master Indenture, which amount the Members agree to pay on demand together with interest thereon at a rate that 
shall be 3 percent per annum above the highest rate of interest borne by any of the Obligations or the maximum rate 
permitted by law if less than such rate. 
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Taxes, Other Governmental Charges and Utility Charges 

Each of the Members will pay, as the same become due, (i) all taxes and governmental charges of any kind 
whatsoever or payments in lieu of taxes that may at any time be lawfully assessed or levied against or with respect to 
its respective Property, Plant and Equipment or any interest therein, or any machinery, equipment, or other property 
installed or brought by the Member therein or thereon that, if not paid, will become a Lien on the its respective 
Property, Plant and Equipment or the Pledged Revenues, prior to or on a parity with the charge thereon under the 
Master Indenture, (ii) all utility and other charges incurred in the operation, maintenance, use, occupancy and upkeep 
of its respective Property, Plant and Equipment and (iii) all assessments and charges lawfully made by any 
governmental body for public improvements that may be secured by a Lien on its respective Property, Plant and 
Equipment provided that with respect to special assessments or other governmental charges that may lawfully be paid 
in installments over a period of years, the Member shall be obligated to pay only such installments as may have 
become due during the term of the Master Indenture. 

Each of the Members may, at the expense of the Obligated Group, but only if no Event of Default (excluding 
the issue being contested under the Master Indenture) has occurred and is continuing, diligently prosecute and in good 
faith contest any such taxes, assessments and other charges and, in the event of any such contest, may permit the taxes, 
assessments or other charges contested to remain unpaid during the period of such contest and any appeal therefrom 
if, in the Opinion of Counsel, its respective Property, Plant and Equipment shall not be subject to loss or forfeiture.  
In the event that the Member is not able to obtain such Opinion of Counsel, the Member shall pay such taxes, 
assessments or charges promptly or secure the payment by posting a bond with the Master Trustee in form satisfactory 
to the Master Trustee.  The Master Trustee, at the expense of the Obligated Group, shall cooperate fully with the 
Members in any such contest.  In the event that the Members shall fail to pay any of the foregoing items required by 
this section to be paid by the Members, the Master Trustee may (but shall be under no obligation to) pay the same and 
any amounts so advanced therefor by the Master Trustee shall become an additional obligation of the Obligated Group, 
which amount the Members agrees to pay on demand together with interest thereon at a rate that shall be 3 percent 
per annum above the highest rate of interest borne by any of the Obligations or the maximum rate permitted by law if 
less than such rate. 

Insurance Required 

Throughout the term of the Master Indenture, the Members will provide, maintain and keep in force, the 
following insurance coverages, paying as the same become due and payable all premiums with respect thereto: 

(a) A lender’s title insurance policy or policies with respect to all of the Property in an 
aggregate amount equal to the Outstanding principal amount of the Obligations issued to finance or refinance 
Property; 

(b) Insurance against loss or damage to the portion of the Property, Plant and Equipment 
comprising buildings and all improvements therein (including, during any period of time when any Member 
is making alterations, repairs or improvements to such buildings, improvements and betterments coverage), 
all subject to standard form exclusions with uniform standard extended coverage endorsement limited only 
as may be provided in the standard form of extended coverage endorsement at the time in use in the state in 
which such Property, Plant and Equipment is located, in an amount equal to 100 percent of the replacement 
value (without deduction for depreciation) of the Property, Plant and Equipment; 

(c) Commercial comprehensive general liability and automobile liability insurance against 
claims arising in, on or about the Property, including in, on or about the sidewalks or premises adjacent to 
the Property, providing coverage limits with respect to each Campus not less than $1,000,000 per occurrence 
and $2,000,000 in aggregate; 

(d) Business interruption insurance that, in the aggregate, is sufficient to pay the Required 
Payments for a period of at least six months; and 
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(e) Such other forms of insurance as are customary in the industry or as the Members are 
required by law to provide with respect to the Property, Plant and Equipment or the operations of the Pledged 
Schools, as applicable, including, without limitation, any legally required worker’s compensation insurance. 

All the insurance coverage required by the Master Indenture may be subject to deductible clauses in such 
amounts as are customary for facilities of similar size, type and character within the state in which they are located.  
On or before December 1, 2023 and at least once every five years thereafter, the Obligated Group Representative shall 
employ the Insurance Consultant to review the insurance coverage required by the Master Indenture and to render to 
the Master Trustee a report as to the adequacy of such coverage and as to its recommendations, if any, for adjustments 
thereto.  The insurance coverage required by the Master Indenture may be reduced or otherwise adjusted by the 
Members without the consent of the Master Trustee, provided that all coverages after such reduction or other 
adjustment are certified by the Insurance Consultant to be adequate and customary for facilities of like size, type and 
character, taking into account the availability of such insurance, the terms upon which such insurance is available, the 
cost of such available insurance and the effect of such terms and such cost upon the fees, rentals and charges for the 
use of the Property, Plant and Equipment of the Members. 

The insurance coverage required by the Master Indenture shall be increased or otherwise adjusted by the 
Members if as a result of such review the Insurance Consultant finds that the existing coverage is inadequate, taking 
into account the availability of such insurance, the terms upon which such insurance is available, the cost of such 
available insurance, and the effect of such terms and such cost upon the costs and charges of the Members for their 
services.  The insurance coverage required by the Master Indenture, and modification thereof permitted or required 
by this paragraph, shall at all times be adequate and customary for facilities of like size, type and character, and the 
Obligated Group Representative shall request that the Insurance Consultant so certify in the report required by the 
Master Indenture.  The Members shall pay any fees charged by such Insurance Consultant and any expenses incurred 
by the Master Trustee. 

All policies maintained by the Members pursuant to the Master Indenture will be taken out and maintained 
with generally recognized, responsible insurance companies rated not less than “A” by A.M. Best, authorized by the 
state in which the Property, Plant and Equipment is located, which may include “captive” insurance companies or 
governmental insurance pools, selected by the Members. 

Damage, Destruction and Condemnation 

General.  In the event of a casualty or condemnation with respect to any of the Property, Plant and Equipment, 
and so long as no Event of Default exists and is continuing, the Net Proceeds from any insurance policy or the Net 
Proceeds of any condemnation award resulting from such casualty or condemnation shall be paid as follows: 

(i) Whenever such Net Proceeds from any insurance policy or condemnation award with 
respect to any individual Campus are less than or equal to 10 percent of the Book Value of such Campus , 
such Net Proceeds shall be paid directly to the Member that owns such Property, Plant and Equipment and 
used for the repair, replacement or restoration of the Property, Plant and Equipment to substantially the same 
condition as existed prior to such damage, destruction or condemnation. 

(ii) Whenever such Net Proceeds from any insurance policy or condemnation award with 
respect to any individual Campus are greater than 10 percent of the Book Value of such Campus, such Net 
Proceeds shall be paid to the Master Trustee and held in a special trust account designated as the “Insurance 
and Condemnation Proceeds Fund” to be applied to repair, replace or restore the Property, Plant and 
Equipment unless the Obligation issued to finance such Property, Plant and Equipment is to be prepaid as 
provided in under “- Damage, Destruction and Condemnation – Mandatory Prepayment from Insurance or 
Condemnation Proceeds” below. 

(iii) If the Obligated Group Representative directs the Master Trustee in writing that the Net 
Proceeds are to be used to repair, replace or restore the Property, Plant and Equipment, the Net Proceeds in 
the Insurance and Condemnation Proceeds Fund shall be disbursed by the Master Trustee for the repair, 
restoration or replacement of the Property, Plant and Equipment upon the receipt by the Master Trustee from 
the Obligated Group Representative of (A) an Officer’s Certificate substantially to the effect that such repairs, 
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replacements or restorations will restore the Property, Plant and Equipment to substantially its original 
condition, will be completed in accordance with plans and specifications then or previously provided to the 
Master Trustee and that such repairs, replacements or restorations when completed in accordance with the 
plans and specifications will comply in all material respects with all applicable statutes, codes and 
regulations; (B) an Officer’s Certificate stating that sufficient moneys are available in the Insurance and 
Condemnation Proceeds Fund to pay for such repair, restoration or replacements to be completed, together 
with available business interruption insurance and other available Pledged Revenues, to pay Required 
Payments and Operating Expenses during the restoration period and, if at any time during the restoration, the 
insurance or casualty proceeds are less than the estimated costs to restore, repair or replace the Property, 
Plant and Equipment, the Members shall provide the Master Trustee with cash or cash equivalents in an 
amount equal to the shortfall; (C) requisitions from the Obligated Group Representative in form acceptable 
to the Master Trustee; (D) applicable Lien waivers; and (E) a construction contract.  If such Net Proceeds are 
in excess of 20 percent of the Book Value of such Campus, in addition to those requirements listed in (A) 
through (E) above, the Obligated Group Representative also shall deliver to the Trustee:  (1) an endorsement 
to the applicable title insurance policy insuring the continued priority of the Lien of the applicable Deed of 
Trust, if applicable; (2) if the Property, Plant and Equipment was financed with the proceeds of Tax-Exempt 
Bonds, an opinion of Bond Counsel to the effect that neither such repairs, replacements nor restorations nor 
such use of such casualty or condemnation proceeds adversely affects the exclusion from gross income for 
federal income tax purposes of interest on such Tax-Exempt Bonds; (3) evidence that the Member that owns 
the Property, Plant and Equipment has acquired all permits and licenses necessary for such construction; and 
(4) evidence of the existence of performance and payment bonds therefor.  The Master Trustee shall retain 5 
percent of the requested disbursements until final completion of the repairs, replacements, restorations or 
improvements as certified by an Authorized Representative of the Obligated Group Representative and 
receipt of certificates of occupancy, waivers of Liens.  If at any time during the restoration, the insurance or 
casualty proceeds are less than the estimated costs to restore, repair or replace the Property, Plant and 
Equipment, the Members will provide the Master Trustee with cash or cash equivalents in an amount equal 
to the shortfall.  If after completion of any such repairs, replacements, or improvements any funds remain in 
the Insurance and Condemnation Proceeds Fund, the remaining funds shall be transferred by the Master 
Trustee to such Member or Members as shall be entitled thereto as set forth in written instructions from the 
Obligated Group Representative.   

Mandatory Prepayment from Insurance or Condemnation Proceeds.  If the Net Proceeds of any insurance 
policy or condemnation award with respect to any individual Campus are in excess of 10 percent of the Book Value 
of such Campus, the Obligations issued to finance the Campus are subject to mandatory prepayment as a whole or in 
part at the principal amount thereof plus accrued interest thereon to the date of prepayment, but without premium, 
from such Net Proceeds, if any of the events set forth below shall occur: 

(i) The Property, Plant and Equipment comprising the Campus shall have been damaged or 
destroyed in whole or in part to such extent that, as expressed in an Officer’s Certificate filed with the Master 
Trustee, (A) the Property, Plant and Equipment comprising the Campus cannot reasonably be restored within 
a period of 12 consecutive months to the condition thereof immediately preceding such damage or 
destruction, (B) the Member that operates a Pledged School at the Campus is prevented from carrying on its 
normal operations at the Campus for a period of 12 consecutive months, or (C) the cost of restoration thereof 
would exceed the Net Proceeds of insurance carried thereon pursuant to the Master Indenture described in 
this APPENDIX F under “THE MASTER INDENTURE – Insurance Required” and additional funds are not 
deposited with the Master Trustee by the Members; 

(ii) Title to, or the temporary use for a period of 12 months or more of, all or substantially all 
of the Property, Plant and Equipment comprising the Campus shall have been taken under the exercise of the 
power of eminent domain by any governmental authority, or person, firm or corporation acting under 
governmental authority or because of a defect in title; or 

(iii) As a result of any changes in the Constitution of the state in which the Campus is located 
or the Constitution of the United States of America or of legislative or administrative action (whether state 
or federal) or by final decree, judgment or order of any court or administrative body (whether state or federal) 
entered after the contest thereof by the Member that owns the Property, Plant and Equipment comprising the 
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Campus in good faith, the Master Indenture shall have become void or unenforceable or impossible of 
performance in accordance with the intent and purposes of the parties as expressed in the Master Indenture. 

If more than one Obligation issued to finance or refinance the Campus are Outstanding and subject to prepayment, the 
Obligations will be prepaid on a pro rata basis determined in the manner set forth in an Officer’s Certificate delivered 
to the Master Trustee. 

Continuation of Operation in Event of Casualty.  In the event of any damage to or destruction of any Property, 
Plant and Equipment comprising a Campus or any part thereof by fire, lightning, vandalism, malicious mischief and 
extended coverage perils, the Member that occupied such Property, Plant and Equipment shall make all diligent and 
reasonable efforts to continue operation of its respective Pledged School in such a manner that will ensure continuation 
payment of the State Payments or shall obtain or use other financing resources to continue operation of the Pledged 
School and ensure due and timely payment of the Required Payments. 

Limitations on Additional Indebtedness 

Each Member covenants and agrees that it will not incur any Additional Indebtedness after the date of the 
Master Indenture except as follows: 

(a) Long-Term Indebtedness may be incurred if prior to the issuance of such Additional Indebtedness 
the following is satisfied:  an Independent Consultant selected by the Obligated Group Representative provides a 
written report to the Master Trustee setting forth projections which indicate that the Debt Service Coverage Ratio for 
each of the three consecutive full Fiscal Years beginning in the earlier of: 

(1) the first full Fiscal Year following the estimated date of completion and initial use of all 
revenue-producing Property, Plant and Equipment to be financed with such Additional Indebtedness, as set 
forth in an Officer’s Certificate; or 

(2) the first full Fiscal Year in which the obligor of such Additional Indebtedness will have 
scheduled payments of interest on or principal of the Additional Indebtedness to be issued for the payment 
of which provision has not been made as indicated in the report of such Independent Consultant from 
proceeds of such Additional Indebtedness, investment income thereon or from other appropriate sources 
(other than Net Income Available for Debt Service), 

provides for a Debt Service Coverage Ratio, taking into account all Outstanding Long-Term Indebtedness and the 
Additional Indebtedness to be issued, of not less than 1.2 to 1.  The report of the Independent Consultant shall take 
into account the audited results of operations and verified enrollment of the Pledged Schools for the most recently 
completed Fiscal Year and projected enrollment of the Pledged Schools and Pledged Revenues at the completion of 
such Property, Plant and Equipment financed with such Additional Indebtedness.  In addition, the report of the 
Independent Consultant shall assume that the Long-Term Indebtedness then to be incurred shall have been outstanding 
for the entire Fiscal Year during which such Long-Term Indebtedness is to be incurred. 

(b) Long-Term Indebtedness may be incurred for the purpose of refunding any Outstanding 
Indebtedness, if prior to the incurrence thereof, there is delivered to the Master Trustee an Officer’s Certificate 
demonstrating that (i) the Maximum Annual Debt Service will not increase by more than 10 percent after the 
incurrence of such proposed refunding Long-Term Indebtedness and after giving effect to the disposition of the 
proceeds thereof or (ii) the total Debt Service Requirement on the Indebtedness being refinanced will not increase by 
more than 10 percent after the incurrence of such proposed refunding Long-Term Indebtedness and after giving effect 
to the disposition of the proceeds thereof or (iii) the requirements of subsection (a)(1) above are met; provided that 
the foregoing shall not apply to any refinancing with Balloon Indebtedness. 

(c) Short Term Indebtedness may be incurred by any Member if there is delivered to the Master Trustee 
an Officer’s Certificate demonstrating that the Short Term Indebtedness is made payable from Pledged Revenues, if 
any, received as described in this APPENDIX F under “THE MASTER INDENTURE – Pledged Revenue Fund – 
FIFTH”. 
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(d) Indebtedness consisting of purchase money obligations with respect to any item of equipment 
related to the Property, Plant and Equipment may be incurred without limitation; provided there is delivered to the 
Master Trustee an Officer’s Certificate demonstrating that such Indebtedness is secured only by such equipment. 

(e) Indebtedness consisting of leases which are considered operating leases under generally accepted 
accounting principles may be incurred without limitation. 

(f) Subordinated indebtedness may be incurred in an aggregate amount of not more than either (i) 15 
percent of the Pledged Revenues during the preceding Fiscal Year based on audited results or (ii) if the Borrower 
elects to have the determination for purposes of any issuance based on projected Pledged Revenues, 15 percent of the 
projected Pledged Revenues for the following full Fiscal Year as shown in a written report provided to the Master 
Trustee of an Independent Consultant selected by the Obligated Group Representative, each such determination of 
projected Pledged Revenues by the Independent Consultant to remain in effect for ninety days unless the Borrower 
elects to have the Independent Consultant re-determine such projected Pledged Revenues for that Fiscal Year for any 
subsequent issuance of subordinated indebtedness; provided, however, such limitation does not include the Existing 
Subordinated Debt. 

(g) Nothing in this Section shall be construed as limiting the Members’ ability to incur obligations or 
other indebtedness that does not constitute Indebtedness. 

Financial Covenants 

Fund Balance/Net Asset Covenant. 

(a) Commencing with the Fiscal Year ending June 30, 2023, each Member covenants and 
agrees to maintain an unrestricted fund balance or net asset balance in its general fund that, when aggregated 
with the unrestricted fund balance or net asset balance of all Members, equals not less than 5 percent of the 
sum of Operating Expenses and Required Payments for the prior Fiscal Year (the “Reserve Balance”). 

(b) The Obligated Group Representative shall deliver to the Master Trustee an Officer’s 
Certificate no later than six months after each FY End Calculation Date stating that the Reserve Balance 
required in subsection (a) above has been met as of the FY End Calculation Date and including a computation 
of the Operating Expenses for the Fiscal Year ending on such FY End Calculation Date. 

(c) If the Officer’s Certificate referred to in subsection (b) above discloses that the combined 
unrestricted fund balance on any FY End Calculation Date was less than the Reserve Balance required, then 
(x) the Obligated Group Representative shall deliver to the Master Trustee the Officer’s Certificate 
contemplated by subsection (b) above with respect to each FQ End Calculation Date no later than 30 days 
after receipt of the quarterly unaudited financial statements of the Members, and (y) the Members shall not 
distribute or otherwise transfer unrestricted funds to any other account of the Member or any Affiliate (other 
than an account or fund created under or pursuant to the Master Indenture or a Related Bond Indenture) in 
an amount during any Fiscal Quarter in excess of 50 percent of the Excess Net Income for such Fiscal Quarter; 
provided, however, that in no event is any Member required to retain an amount which would cause the 
combined unrestricted fund balance to exceed the Reserve Balance required by subsection (a) above. 

(d) If, within 12 months following delivery of the Officer’s Certificate contemplated by 
subsection (b) above reflecting that the Obligated Group is unable to meet the Reserve Balance required by 
subsection (a) above, Holders of a majority of the Outstanding Obligations shall have the right to direct the 
Master Trustee in writing to require the Obligated Group Representative to engage, at the Members’ expense, 
an Independent Consultant acceptable to the Holders.   

(e) The Independent Consultant shall deliver a written report to the Obligated Group 
Representative, the Master Trustee and the Holders, within 75 days following the Obligated Group 
Representative’s engagement of the Independent Consultant, containing recommendations concerning the 
Members with respect to operations of the Pledged Schools, financing practices and activities, including use 
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of Short-Term Indebtedness, lease financing and investment activities; management practices, including use 
of consultants, budgeting practices, and on-going financial systems and monitoring of the financial condition 
of the Members; governance and administrative practices; and such other matters relevant to maintaining 
compliance with the requirements under this Section. 

(f) Upon submission of the Independent Consultant’s report, the Obligated Group 
Representative shall arrange for payment of the amount owed to the Independent Consultant and, within 30 
days following receipt of the Independent Consultant’s report, issue a written certificate to the Holders of the 
Outstanding Obligations and the Master Trustee indicating the Members’ acceptance or rejection of all or 
any material portion of the Independent Consultant’s recommendations. 

(g) Notwithstanding the foregoing, (i) the Holders of a majority of the Outstanding Obligations 
shall have the right, by written notice to the Master Trustee and the Obligated Group Representative, to 
require the Members to comply with any reasonable recommendation of the Independent Consultant with 
respect to items set forth in the Independent Consultant’s report and (ii) the failure of the Members to comply 
with subsection (a) above shall not constitute an Event of Default unless the Members fail to comply with 
the written direction of the of a majority of the Outstanding Obligations as provided in this subsection (g). 

(h) Failure by the Obligated Group to meet the Reserve Balance required by subsection (a) 
above within 24 months following delivery of the Officer’s Certificate contemplated by subsection (b) above 
is an Event of Default under the Master Indenture. 

Liquidity Covenant. 

(a) Each Member covenants and agrees to maintain Days Cash on Hand in an amount that 
causes the Days Cash on Hand to equal to at least 45 days. 

(b) The Obligated Group Representative shall deliver to the Master Trustee an Officer’s 
Certificate, no later than six months after the close of each Fiscal Year, commencing with the Fiscal Year 
ended June 30, 2019, based upon audited results, setting forth a computation of the Days Cash on Hand as of 
such date.  If the certification referred to in this Section discloses that Days Cash on Hand is less than 45 
days, Holders holding a majority of the Outstanding Obligations shall have the right to direct the Master 
Trustee in writing to require the Obligated Group to engage, at the Members’ expense, an Independent 
Consultant acceptable to the Holders.  Notwithstanding the foregoing, (i) the Holders of a majority of the 
Outstanding Obligations will have the right, by written notice to the Master Trustee and the Obligated Group 
Representative, to require the Members to comply with any reasonable recommendation of the Independent 
Consultant with respect to items set forth above in such Independent Consultant’s report and (ii) the failure 
of the Members to comply with subsection (a) above shall not constitute an Event of Default unless the 
Members fail to comply with the written direction of the Holders of a majority of the Outstanding Obligations 
as provided in this subsection (b). 

Debt Service Coverage Ratio Covenant. 

(a) The Obligated Group Representative shall deliver to the Master Trustee an Officer’s 
Certificate, no later than six months after the close of each Fiscal Year, commencing with the Fiscal Year 
ended June 30, 2019, setting forth the Debt Service Coverage Ratio as of the FY End Calculation Date. 

(b) If the Debt Service Coverage Ratio as of any FY End Calculation Date is below 1.10, but 
above 1.00, the Obligated Group Representative, at the written direction of at least a majority of the Holders 
of the Outstanding Obligations, shall retain, at the expense of the Members, an Independent Consultant 
acceptable to such Holders and the provisions of subsection (d) and (e) under the heading “Fund Balance/Net 
Asset Covenant” above shall apply. 
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Consolidation, Merger, Sale or Conveyance 

Each Member covenants and agrees that it will not merge or consolidate with any other corporation, entity, 
or limited liability company not a Member or sell or convey all or substantially all of its assets to any Person not a 
Member unless: 

(a) After giving effect to the merger, consolidation, sale or conveyance, the successor or 
surviving corporation or limited liability company (hereinafter, the “Surviving Corporation”) will be the 
Member, or, if not, the Surviving Corporation shall be a corporation organized and existing under the laws 
of the United States of America or a state thereof and such Surviving Corporation shall become a Member 
pursuant to the Master Indenture described in this APPENDIX F under “THE MASTER INDENTURE – 
Membership in Obligated Group,” and shall expressly assume in writing the due and punctual payment of all 
Required Payments of the disappearing corporation under the Master Indenture, according to their tenor, and 
the due and punctual performance and observance of all of the covenants and conditions of the Master 
Indenture and all Obligations issued under the Master Indenture by the execution of a Related Supplement, 
delivered to the Master Trustee by such Surviving Corporation; 

(b) The Master Trustee shall have received (i) an Independent Consultant’s report that the 
forecast debt service coverage ratios of the Surviving Corporation, calculated in the same manner as the Debt 
Service Coverage Ratio, for the two Fiscal Years immediately succeeding the date of the proposed merger, 
consolidation, sale or conveyance will occur is expected to be equal to or greater than the forecast Debt 
Service Coverage Ratio for such periods had the merger, consolidation, sale or conveyance not occurred; or 
(ii) an Independent Consultant’s or Accountant’s report, or an Officer’s Certificate, as appropriate, to the 
effect that the condition in the Master Indenture described in this APPENDIX F under the heading “THE 
MASTER INDENTURE – Limitations on Additional Indebtedness” would be met for the incurrence of one 
dollar ($1) of additional Long-Term Indebtedness; 

(c) The Master Trustee shall have received a report of an Accountant to the effect that the 
combined net assets of the Members, including the net assets of such Surviving Corporation, calculated as of 
the end of the most recent Fiscal Year for which Obligated Group Financial Statements are available, will 
not be less than 90 percent of the combined net assets of the Members at the end of the most recent Fiscal 
Year for which Obligated Group Financial Statements are available; 

(d) The Master Trustee shall have received an Opinion of Bond Counsel to the effect that such 
merger, consolidation, sale or conveyance will not, in and of itself, result in interest on any Related Bond 
that purports to be a Tax-Exempt Bond becoming includable in gross income for purposes of federal income 
taxation;  

(e) The Master Trustee shall have received a duly executed and delivered Deed of Trust 
encumbering the Property, Plant and Equipment of the Surviving Corporation, for the benefit of the Master 
Trustee, subject only to Permitted Liens; and 

(f) If any Related Bonds are then rated, the Master Trustee shall have received evidence 
satisfactory to it that the merger, consolidation, sale or conveyance will not cause the rating agency to lower 
or withdraw its rating(s) on Outstanding Related Bonds. 

Sale, Lease or Other Disposition of Property 

Each Member covenants and agrees that it shall not, in any Fiscal Year, sell, lease (but only a lease that 
results in the disposition of the Property) or otherwise dispose of any Property, the Book Value of which would cause 
the aggregate Book Value of Property so transferred in such year to exceed 5 percent of the aggregate Book Value of 
the Property of the Obligated Group (excluding any asset restricted as to use for a particular purpose inconsistent with 
its use for the payment of principal of, prepayment premium, and interest on Indebtedness or the payment of Operating 
Expenses), except for dispositions of assets: 
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(a) In the ordinary course of business; 

(b) Any lease that does not result in the disposition of the Property; 

(c) In connection with a true sale and leaseback under the Code; 

(d) If prior to the sale, lease or other disposition there is delivered to the Master Trustee an 
Officer’s Certificate stating that such Property has, or within the next succeeding 24 calendar months is 
reasonably expected to become, inadequate, obsolete, worn out, unsuitable, unprofitable, undesirable or 
unnecessary and the sale, lease, removal or other disposition thereof will not impair the operations of the 
Members; 

(e) To any Person provided that such Property is transferred for fair market value and the net 
proceeds of such sale or other disposition are applied either (1) to the purchase of replacement Property of 
substantially similar function and substantially equivalent value (provided that such replacement Property is 
made part of the security for the Obligations issued under the Master Indenture) or (2) to the payment of 
redemption price of Related Bonds or other Indebtedness secured by Obligations in a principal amount set 
forth in the Related Bond Indenture or documents evidencing such other Indebtedness, as applicable.  Before 
any transfer of Property described in this subsection (d), the Obligated Group Representative shall furnish to 
the Master Trustee (i) an Officer’s Certificate stating that no Event of Default has occurred and is continuing 
and stating the amount of the net proceeds, if any, of such sale or other disposition, and (accompanied by the 
report of an Independent Consultant or an Accountant or an Officer’s Certificate, as appropriate) to the effect 
that (taking into account the disposition of the Property released) the requirements in the Master Indenture 
described in this APPENDIX F will be satisfied with respect to the incurrence of one dollar ($1) of additional 
Long-Term Indebtedness, and (ii) with respect to Property to be disposed of for an amount in excess of 
$25,000, an independent appraisal (which shall be conducted by an independent appraiser) of the Property 
so sold or disposed of, showing such Property is to be sold or disposed of at a price equal to its fair market 
value; or 

(f) to another Member. 

In addition to the foregoing limitations, the Members may not sell, lease or otherwise dispose of any Property 
subject to the Deeds of Trust (the “Mortgaged Property”) unless the Master Trustee shall be furnished with an Officer’s 
Certificate to the effect that (i) the security of the Deed of Trust and the ability of the trustee thereunder to foreclose 
upon the remaining Mortgaged Property will not be impaired as a result of the disposition of such Property, and (ii) 
the appropriate Member shall have conveyed to the trustee under such Deed of Trust such rights-of-way, easements 
and other rights in land as are required for ingress to and egress from the remaining Mortgaged Property, for the 
utilization of the facilities located thereon and for utilities required to serve such facilities. 

Preparation and Filing of Audits, Financial Statements, Reports and Other Information 

Maintenance of Books and Accounts.  Each Member agrees that it will maintain proper books of records and 
accounts with respect to the Pledged Schools with full, true and correct entries of all of its dealings, substantially in 
accordance with generally accepted accounting principles and will make available such other data and information as 
may be reasonably requested from time to time by the Master Trustee, any Related Bond Trustee and any other Holder. 

Financial Statements.  The Obligated Group Representative covenants and agrees that it will furnish to the Master 
Trustee and any Related Bond Issuer or other Holder that shall request the same in writing: 

(1) As soon as practicable, but in no event later than February 1 following the last day of each 
Fiscal Year, beginning with the Fiscal Year ending June 30, 2019, one or more financial statements relating to 
the Pledged Schools which, in the aggregate, shall include all of the Members.  Such financial statements: 

(a) may consist of (i) consolidated or combined financial results including one or more 
Members and one or more other Persons required to be consolidated or combined 
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with such Member(s) under generally accepted accounting principles or (ii) special 
purpose financial statements including only Members; 

(b) shall be audited by a firm of independent certified public accountants approved by 
the Obligated Group Representative as having been prepared in accordance with 
generally accepted accounting principles (except, in the case of special purpose 
financial statements, for required consolidations); 

(c) shall include a combined balance sheet, statement of operations and changes in net 
assets with respect to the Pledged Schools; and 

(d) if more than one financial statement is delivered to the Master Trustee pursuant to 
this clause (1), each such financial statement shall contain, as “other financial 
information,” a combining or consolidating schedule from which financial 
information solely relating to the Members operations with respect to the Pledged 
Schools may be derived. 

(2) Unless a single financial statement (including a single special purpose financial statement) is 
delivered pursuant to clause (1) above for the entire Obligated Group with respect to the Pledged Schools, as 
soon as practicable, but in no event more than six months after the last day of each Fiscal Year beginning with 
the Fiscal Year ending June 30, 2019, an unaudited balance sheet, statement of operations and changes in net 
assets for such Fiscal Year for the Members with respect to the Pledged Schools that were operated during such 
Fiscal Year (such balance sheet, statement of operations and changes in net assets with respect to the Pledged 
Schools being referred to in the Master Indenture as the “Obligated Group Financial Statements”), prepared by 
the Obligated Group Representative based on the accompanying unaudited combining or consolidating schedules 
delivered with the audited financial statements described in clause (1) above. 

Scheduled State Payment Dates.  Upon any change in the Scheduled State Payment Dates for any Fiscal 
Year, the Obligated Group Representative shall notify the Master Trustee in writing by June 1 of the preceding Fiscal 
Year with the revised number and expected timing of the Scheduled State Payment Dates. 

Escrow Reports.  Promptly upon renewal of the insurance required pursuant to the Master Indenture, on or before 
the date of execution of a Related Supplement in connection with the issuance of Obligations or addition of a new Member 
to the Obligated Group, and on or before the date of withdrawal of any Member from the Obligated Group, the Obligated 
Group Representative shall provide to the Master Trustee a Certificate signed by an Authorized Representative of the 
Obligated Group Representative certifying as to the amount of the Tax and Insurance Escrow Payments relating to such 
insurance for the following year.   

At least 30 days prior to the Tax and Insurance Escrow Payment due in November of each year during the term 
of the Master Indenture (or, to the extent any Property, Plant and Equipment is located outside of the State, the applicable 
date on which property taxes are due in such jurisdiction), on or before the date of execution of a Related Supplement 
in connection with the issuance of Obligations to finance or refinance Property, Plant and Equipment or addition of a 
new Member to the Obligated Group or on or before the date of withdrawal of any Member from the Obligated Group, 
the Obligated Group Representative shall provide to the Master Trustee a Certificate signed by an Authorized 
Representative of the Obligated Group Representative certifying as to the amount of each of the Tax and Insurance 
Escrow Payments relating to real property taxes due on the Property, Plant and Equipment for the following year. 

Within 10 business days after submittal to the State, but in no event later than August 1 of each Fiscal Year, 
the Obligated Group Representative shall provide to the Master Trustee an Officer’s Certificate certifying as to the 
amount of the budgeted Operating Expenses for the Fiscal Year for purposes of determining the Repair and 
Replacement Fund Annual Deposit for such Fiscal Year. 

Annual Compliance Certificate.  At the time of the delivery of the Obligated Group Financial Statements, a 
certificate executed by the chief financial officer of the Obligated Group Representative stating that: 
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(i) A review of the activities of the Members during such Fiscal Year and of performance 
under the Master Indenture has been made under his or her supervision; and 

(ii) He or she is familiar with the provisions of the Master Indenture, each Continuing 
Disclosure Agreement and each Tax Certificate, and to the best of his or her knowledge, based on such review 
and familiarity, each of the Members has fulfilled all of its obligations under the Master Indenture and 
thereunder throughout the Fiscal Year, and there have been no defaults under the Master Indenture, the 
Continuing Disclosure Agreements or the Tax Certificates or, if there has been a default in the fulfillment of 
any such obligation in such Fiscal Year, specifying each such default known to him of her and the nature and 
status thereof and the actions taken or being taken to correct such default. 

Quarterly Officer’s Report.  The Master Indenture requires the Obligated Group to deliver a report containing 
the information specified below to the Master Trustee on a quarterly basis (the “Quarterly Officer’s Report”).  The 
initial information to be delivered in the Quarterly Officer’s Report includes: 

(a) The Pledged Schools as of the date of the Quarterly Officer’s Report. 

(b) Within forty-five days of the end of each of the first three quarters of each Fiscal Year, 
commencing with the quarter that ends on March 31, 2019: 

(i)  Unaudited financial statements of each of the Members with respect to the 
Pledged Schools for each fiscal quarter reflecting revenues and expenses as submitted to each of the 
respective Member’s governing board, which shall include a year-to-date income statement, a 
balance sheet, a statement of cash flows and a comparison of such calendar quarter to the budget of 
the applicable Member with respect to the Pledged Schools. 

(ii) The enrollment and average daily membership data for each of the Pledged 
Schools, as reported by the State on the “Arizona Department of Education Basic Calculations For 
Equalization Assistance For Charter Schools” report (Form SAIS CHAR55-1) when updated to 
show (A) the September “Estimated Student Count” numbers, (B) the “40th Day Actual” numbers 
or (C) the “100th Day Actual” numbers since the date of the preceding quarterly report. 

(c) Within ninety days of the end of the final quarter of each Fiscal Year: 

(i) Unaudited financial statements of the Members with respect to the Pledged 
Schools for the final quarter reflecting revenues and expenses as submitted to the applicable 
Member’s governing board, which shall include a year-to-date income statement, a balance sheet, a 
statement of cash flows and a comparison of such calendar quarter to the budget of the applicable 
Member with respect to the Pledged Schools. 

(ii) A copy of the annual budget of each of the Pledged Schools for the then current 
Fiscal Year. 

(iii) The enrollment and average daily membership data for each of the Pledged 
Schools, as reported by the State on the “Arizona Department of Education Basic Calculations For 
Equalization Assistance For Charter Schools” report (Form SAIS CHAR55-1) when updated to 
show (A) the September “Estimated Student Count” numbers, (B) the “40th Day Actual” numbers 
or (C) the “100th Day Actual” numbers since the date of the preceding quarterly report. 

(iv) The most recent SAT and ACT scores for each of the Pledged Schools offering 
grades 9 through 12. 

The Obligated Group Representative, in its sole discretion, shall have the right to modify the contents of the 
Quarterly Officer’s Report from time to time.  The Quarterly Officer’s Report will be filed the MSRB’s Electronic 
Municipal Market Access (“EMMA”).   
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Annual Investor Calls.  Each year, commencing with the Fiscal Year ending June 30, 2019, the Obligated 
Group Representative shall hold an investor call following the release of its audited financial statements for the 
immediately preceding Fiscal Year for the purpose of reviewing financial results of such Fiscal Year.  Such investor 
calls shall be held within eight months of the close of the Fiscal Year and notice of such call will be filed on EMMA 
website not less than seven days prior to the date of the investor call.  The matters to be addressed by the Obligated 
Group Representative on the investor conference call, if material as determined in the sole discretion of Obligated 
Group Representative, shall include the following: 

(a) School governance and charter status matters, such as the charter renewal process (if a 
renewal is pending within the twelve months of the date on which the call is held); significant details relating 
to any form of revocation review or supervision plan which a school charter is under by its authorizing entity, 
district and/or the state; and any changes in key management (as identified in any offering document for 
Related Bonds issued since the previous annual investor call or, if none, the execution of the Master 
Indenture), third-party managers (if any), key personnel at the school(s) or within the leadership of the 
governing body of any of the Members since the date of the last investor call. 

(b) The use of any short-term indebtedness (such as cash flow financing, state aid notes or 
bank lines of credit) or new long-term indebtedness incurred by the Obligated Group since the date of the 
immediately preceding investor call. 

(c) Capital spending plans with respect to the Property, Plant and Equipment or the Pledged 
Schools which the governing body of the applicable Member has taken official action. 

(d) Any information that the Obligated Group Representative has provided to any rating 
agency then rating the Bonds as a part of such rating agency’s ongoing surveillance to the extent that such 
information has not otherwise been filed or is being filed on EMMA as part of the Continuing Disclosure 
Undertaking. 

(e) Actual enrollment or mid-year budget cuts which required revisions to the annual budget. 

(f) If the Pledged Schools are subject to mid-year cuts in federal, state and/or local sources of 
funding, the impact on the Pledged Schools financial position and management’s responses to the cuts. 

(g) Litigation (including any matters of criminal misconduct) against the Members, their 
respective governing body, the Pledged Schools, or employees of the Members to the extent such action is 
expected to materially affect operations and/or school finances. 

(h) Casualty losses, to extent daily operations of the Members were disrupted for more than 7-
10 days, including information regarding the insurance coverage for such casualty loses. 

Membership in Obligated Group 

Additional Members may be added to the Obligated Group from time to time provided that prior to such 
addition the Master Trustee receives: 

(a) a copy of a resolution of the Governing Body of the proposed new Member which 
authorizes the execution and delivery of a Related Supplement and compliance with the terms of the Master 
Indenture; 

(b) a Related Supplement executed by the Obligated Group Representative, the new Member 
and the Master Trustee pursuant to which the proposed new Member (i) agrees to become a Member, (ii) 
agrees to be bound by the terms and restrictions imposed by the Master Indenture and the Obligations, and 
(iii) irrevocably appoints the Obligated Group Representative as its agent and attorney-in-fact and grants to 
the Obligated Group Representative full power to execute Related Supplements authorizing the issuance of 
Obligations and to execute and deliver Obligations; 
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(c) an Opinion of Counsel addressed to the Master Trustee to the effect that (i) the proposed 
new Member has taken all necessary action to become a Member, and (ii) upon execution of the Related 
Supplement, such proposed new Member will be bound by the terms of the Master Indenture; 

(d) an Independent Consultant’s or Accountant’s report, or an Officer’s Certificate, as 
appropriate, to the effect that the condition in the Master Indenture described in this APPENDIX F under the 
heading “THE MASTER INDENTURE – Limitations on Additional Indebtedness” would be met for the 
incurrence of one dollar ($1) of additional Long-Term Indebtedness immediately following the addition of 
such new Member; 

(e) an Opinion of Bond Counsel to the effect that the addition of such Member will not (i) 
result in the inclusion of interest on any Related Bonds that purports to be Tax-Exempt Bonds in gross income 
for purposes of federal income taxation or (ii) cause the Master Indenture or the Obligations issued under the 
Master Indenture to be subject to registration under the Securities Act of 1933, as amended or the Trust 
Indenture Act of 1939, as amended (or unless such registration, if required, has occurred); 

(f) an Officer’s Certificate to the effect that no Member, immediately after the addition of such 
new Member, would be in default in the performance or observance of any covenant or condition of the 
Master Indenture; and 

(g) a duly executed and delivered Deed of Trust encumbering the Property, Plant and 
Equipment owned by such new Member, subject only to Permitted Liens, and a duly executed Irrevocable 
Intercept Direction from the Member with respect to the Pledged School to be operated at such Property, 
Plant and Equipment. 

Any certification or calculation made in accordance with this Section may take into account the effect of the 
withdrawal of another Member or Members from the Obligated Group in connection with the addition of a Member 
to the Obligated Group contemplated herein. 

Withdrawal from Obligated Group 

Any Member may withdraw from the Obligated Group, and be released from further liability or obligation 
under the provisions of the Master Indenture, provided that prior to such withdrawal the Master Trustee receives: 

(a) an Officer’s Certificate to the effect that, immediately following withdrawal of such 
Member, no Member would be in default in the performance or observance of any covenant or condition of 
the Master Indenture; 

(b) an Opinion of Bond Counsel to the effect that the withdrawal of such Member is in 
compliance with the conditions described under this heading “- Withdrawal from Obligated Group,” and such 
withdrawal will not result in the inclusion of interest on any Related Bonds that purports to be a Tax-Exempt 
Bond in gross income for purposes of federal income taxation, nor cause the Master Indenture or the 
Obligations issued under the Master Indenture to be subject to registration under the Securities Act of 1933, 
as amended, or the Trust Indenture Act of 1939, as amended (or unless such registration, if required, has 
occurred); 

(c) either: 

(i) an Officer’s Certificate to the effect that the Related Bonds secured by Obligations 
outstanding under the Master Indenture have been assigned a rating by at least one rating agency 
and the withdrawal of such Member will not cause a downgrade or withdrawal of such rating; or 

(ii) an Independent Consultant’s report stating that: 
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(1) (A) the forecast Debt Service Coverage Ratio for the two 
consecutive Fiscal Years immediately following such withdrawal, taking such withdrawal 
into account, is projected to be equal to or greater than it would otherwise have been absent 
such withdrawal; and 

 (B) such withdrawal will not lower the Debt Service Coverage 
Ratio for the most recent Fiscal Year for which Obligated Group Financial Statements are 
available by more than 20 percent; or 

(2) the forecast Debt Service Coverage Ratio for the two consecutive Fiscal 
Years immediately following such withdrawal, taking such withdrawal into account, is 
projected to be not less than 1.45 in each Fiscal Year or would be greater than it would 
otherwise have been absent such withdrawal. 

Any certification or calculation made in accordance with this provisions described under this heading 
“-Withdrawal from the Obligated Group” may take into account the effect of the addition of another Member or 
Members to the Obligated Group in connection with the withdrawal of a Member from the Obligated Group 
contemplated herein. 

Upon compliance with the conditions described under this heading “- Withdrawal from Obligated Group,” 
the Master Trustee shall execute any documents reasonably requested by the withdrawing Member to evidence the 
termination of such Member’s obligations under the Master Indenture(including without limitation termination of the 
pledge of such Member’s Pledged Revenues) under any Related Supplements and under all Obligations (including 
without limitation release and reconveyance of any Deeds of Trust encumbering such Member’s Property, Plant and 
Equipment for the benefit of the Master Trustee). 

Inspection of Books 

The Government Issuer, the Master Trustee, and the Related Bond Trustee shall have the right, but not 
obligation, upon reasonable notice, during business hours, to examine and audit any and all of the Member’s records 
or accounts pertaining to the Obligations, the Required Payments, the Pledged Revenues, the Related Bond Indenture, 
the Related Supplement and the Master Indenture; provided, however, that unless an Event of Default has occurred 
and is continuing, each of the Government Issuer, the Master Trustee and the Related Bond Trustee may conduct no 
more than one such examination or audit during each Fiscal Year. 

Upon written notice to the Obligated Group Representative delivered at least five business days in advance 
of an inquiry, the Members shall make their management personnel available for periodic inquiries from the 
Government Issuer; provided that the Members shall not be obligated to incur any material out-of-pocket costs in 
connection with such meetings or inquiries; provided further that unless an Event of Default has occurred and is 
continuing, the Government Issuer may conduct no more than one such periodic inquiry during each Fiscal Year. 

Reports and Information 

At the request of the Master Trustee, any Government Issuer, any Related Bond Trustee, any other Holder or 
their agents, employees or attorneys, the Members shall furnish to the Master Trustee, the Government Issuer, the 
Related Bond Trustee or such other Holder such information as may be reasonably requested in writing from time to 
time relative to compliance by the Members with the provisions of the Master Indenture, including, without limitation, 
financial statements. 

Covenant to Provide Notice of Event of Default 

Upon obtaining knowledge of an event of default under any of the Member Documents, the Obligated Group 
Representative, pursuant to the Master Indenture, agrees to provide to the Master Indenture, the Government Issuers, 
the Related Bond Trustees and any other Holder notice of such Event of Default (such notice to include a description 
of the nature of such event and what steps are being taken to remedy such Event of Default). 
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Compliance with Charter School Laws and Maintenance of Charter School Contracts 

Each Member covenants to comply fully and in all respects with the provisions of the Charter School Act 
and will take all reasonable action to maintain, extend and renew its Charter Contract until all Required Payments 
have been paid in full in accordance with the Master Indenture and so long as any Obligations or Related Bonds or 
other Indebtedness secured by the Master Indenture remain Outstanding. 

Prohibitions Regarding Transfers, Distributions or Loans 

Subject to the provisions of the Master Indenture described in this APPENDIX F under “THE MASTER 
INDENTURE – Consolidation, Merger, Sale or Conveyance,” no Member shall make any transfer, distribution or 
loan whatsoever of the Pledged Revenues and/or cash available to fund Operating Expenses to (i) any limited liability 
company, corporation or other entity,(ii) to any Affiliate that is not a Member of the Obligated Group, or (iii) to any 
school that is not a Pledged School.  The Obligated Group’s revenues derived from the operation of the Pledged 
Schools shall be used solely to fund and support the Obligated Group’s operation of the Pledged Schools and the 
related Property, Plant and Equipment.  Nothing in this provision shall be interpreted to prohibit the payment of the 
fees due and payable in the ordinary course of business to a manager of any of the Pledged Schools under the terms 
of a management agreement; provided, however, that no Member may pay management fees in advance. 

Notwithstanding the previous paragraph, if the Obligated Group is maintaining 75 Days Cash on Hand, any 
Member may make a loan to an Affiliate that is not a Member of the Obligated Group or may transfer Pledged 
Revenues and/or cash available to fund Operating Expenses from a Pledged School to a school that is not a Pledged 
School as long as (i) the loan or transfer, as applicable, is evidenced by an agreement, promissory note or other 
documentation payable by the Affiliate to the Member or non-Pledged School to the Pledged School, as applicable, 
and (ii) the loan or repayment of the transfer, as applicable, has a term that requires repayment in not more than two 
years. 

Events of Default 

Event of Default, as used herein, means any of the following events: 

(i) Failure on the part of the Obligated Group to make due and punctual payment of any 
Required Payment on an Obligation on the Scheduled State Payment Dates in months other than June or 
December and continuation thereof for a period of 30 days. 

(ii) Failure on the part of the Obligated Group to make due and punctual payment of any 
Required Payment on an Obligation on the Scheduled State Payment Dates in June or December and 
continuation thereof for a period of five days.  

(iii) Failure by any Member to observe or perform any other covenant, condition or agreement 
on its part to be observed or performed in the Master Indenture or in any Tax Certificate, as applicable, other 
than as referred to in subsections (i) and (ii) above for a period of 60 days after the date on which written 
notice of such failure, specifying such default and requiring the same to be remedied, shall have been given 
to the Obligated Group Representative by the Master Trustee or to the Obligated Group Representative and 
the Master Trustee by the Holders of at least a majority in aggregate Principal Amount of Outstanding 
Obligations except that, in each case, if such failure can be remedied but not within such 60-day period, such 
failure shall not become an Event of Default for so long as the Obligated Group Representative shall 
diligently proceed to remedy same in accordance with and subject to any directions or limitations of time 
(greater than 60 days) established by the Master Trustee. 

(iv) Any Member shall default in the payment of Indebtedness for borrowed moneys (other 
than Non-recourse Indebtedness or an Obligation) with an aggregate principal amount exceeding 5 percent 
of the Pledged Revenues of the Members, whether such Indebtedness now exists or shall hereafter be created, 
and such default shall have continued for a period of 60 days after written notice thereof, specifying such 
default and requiring the same to be remedied, shall have been given to such Member, except that, in each 
case, (A) if such failure can be remedied but not within such 60-day period, such failure shall not become an 
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Event of Default for so long as such Member shall diligently proceed to remedy the same in accordance and 
subject to any directions or limitations of time (greater than 60 days) established by the Master Trustee and 
(B) if any Member in good faith commences proceedings to contest the existence or payment of such 
Indebtedness, such default shall not become an Event of Default. 

(v) A court having jurisdiction shall enter a decree or order for relief in respect of any Member 
in an involuntary case under any applicable federal or state bankruptcy, insolvency or other similar law nor 
or hereinafter in effect, or appointing a receiver, liquidator, assignee, custodian, trustee, sequestrator (or other 
similar official) of any Member or for any substantial part of the property of any Member, or ordering the 
winding-up or liquidation of its affairs any such decree or order shall remain unstayed and in effect for a 
period of 60 consecutive days. 

(vi) Any Member shall commence a voluntary case under any applicable federal or state 
bankruptcy, insolvency or other similar law now or hereafter in effect, or shall consent to the entry of an 
order for relief in an involuntary case under any such law, or shall consent to the appointment of or taking 
possession by a receiver, liquidator, assignee, trustee, custodian, sequestrator (or similar official) of any 
Member or for any substantial part of its property, or shall make any general assignment for the benefit of 
creditors, or shall fail generally to pay its debts as they become due or shall take any corporate action in 
furtherance of the foregoing. 

(vii) An event of default shall exist under any Related Bond Indenture and any applicable notice 
and/or cure period shall have expired. 

(viii) An event of default shall occur under any security instrument provided to the Master 
Trustee from, on behalf, or for the benefit, of any Member of the Obligated Group (including, if applicable, 
the expiration of any grace period provided therein). 

(ix) The Members fail to meet the Reserve Balance required in the Master Indenture within 24 
months following delivery of the Officer’s Certificate contemplated by the Master Indenture reflecting that 
the Reserve Balance requirement was not met. 

(x) The termination of any Charter Contract related to a Pledged School, either by its respective 
terms or for any other reason, which results in the cessation of the receipt of State Payments for such Pledged 
School by the Member that held such Charter Contract and which results in a failure to satisfy the Debt 
Service Coverage Ratio described in clause (xi) below. 

(xi) The Debt Service Coverage Ratio is below 1.0 to 1 in any Fiscal Year. 

The foregoing provisions of subsection (iii) above are subject to the following limitations:  If by reason of 
force majeure (as defined in the Master Indenture) the Members are unable in whole or in part to carry out their 
agreements under the Master Indenture, the Members shall not be deemed in default during the continuance of such 
inability. 

Acceleration; Annulment of Acceleration 

Upon the occurrence and during the continuation of an Event of Default under the Master Indenture, the 
Master Trustee may and, upon (i) the written request of the Holders of at least a majority in aggregate Principal 
Amount of Outstanding Obligations or of any Holder if any Event of Default under the Master Indenture described in 
this APPENDIX F in subsection (ii) under “THE MASTER INDENTURE – Events of Default” has occurred or (ii) 
the acceleration of any Obligation pursuant to the terms of the Related Supplement under which such Obligation was 
issued, shall, by notice to the Members, declare all Outstanding Obligations immediately due and payable, whereupon 
such Obligations shall become and be immediately due and payable, anything in the Obligations or herein to the 
contrary notwithstanding; provided, however, that if the terms of any Related Supplement give a person the right to 
consent to acceleration of the Obligations issued pursuant to such Related Supplement, the Obligations issued pursuant 
to such Related Supplement may not be accelerated by the Master Trustee unless such consent is properly obtained 
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pursuant to the terms of such Related Supplement.  In such event, there shall be due and payable on the Obligations 
an amount equal to the aggregate Principal Amount of all such Obligations, plus all interest accrued thereon. 

At any time after the principal of the Obligations shall have been so declared to be due and payable and 
before the entry of final judgment or decree in any suit, action or proceeding instituted on account of such default, if 
(i) the Obligated Group has paid or caused to be paid or deposited with the Master Trustee moneys sufficient to pay 
all matured installments of interest and interest on installments of principal and interest and principal or redemption 
prices and other payments then due (other than the principal or other payments then due only because of such 
declaration) on all Outstanding Obligations, (ii) the Obligated Group has paid or caused to be paid or deposited with 
the Master Trustee moneys sufficient to pay the charges, compensation, expenses, disbursements, advances and 
liabilities of the Master Trustee and any paying agents, (iii) all other amounts then payable by the Obligated Group 
under the Master Indenture shall have been paid or a sum sufficient to pay the same shall have been deposited with 
the Master Trustee, and (iv) every Event of Default (other than a default in the payment of the principal or other 
payments of such Obligations then due only because of such declaration) shall have been remedied, then the Master 
Trustee may annul such declaration and its consequences with respect to any Obligations or portions thereof not then 
due by their terms.  No such annulment shall extend to or affect any subsequent Event of Default or impair any right 
consequent thereon. 

Additional Remedies and Enforcement of Remedies 

Upon the occurrence and continuance of any Event of Default, the Master Trustee may, and upon the request 
of (i) the Holders of at least a majority in aggregate Principal Amount of the Obligations Outstanding, (ii) any Holder 
which, pursuant to a Related Supplement, is given the right to require the Master Trustee to institute actions pursuant 
to the Master Indenture described in this paragraph, or (iii) any Holder if an Event of Default under the Master 
Indenture described in this APPENDIX F in subsection (ii) under “THE MASTER INDENTURE – Events of Default” 
has occurred, shall upon the indemnification of the Master Trustee to its satisfaction therefor, proceed forthwith to 
protect and enforce its rights and the rights of the Holders under the Master Indenture by such suits, actions or 
proceedings as the Master Trustee, being advised by counsel, shall deem expedient, including but not limited to: 

(A) Enforcement of the right of the Holders to collect and enforce the payment of amounts due 
or becoming due under the Obligations; 

(B) Suit upon all or any part of the Obligations; 

(C) Civil action to require any Person holding moneys, documents or other property pledged 
to secure payment of amounts due or to become due on the Obligations to account as if it were the trustee of 
an express trust for the Holders of Obligations; 

(D) Civil action to enjoin any acts or things, which may be unlawful or in violation of the rights 
of the Holders of Obligations; 

(E) Exercise any and all remedies under the Deeds of Trust; and 

(F) Enforcement of any other right or remedy of the Holders conferred by law or hereby. 

Regardless of the occurrence of an Event of Default, the Master Trustee, if requested in writing by the Holders 
of at least a majority in aggregate Principal Amount of the Obligations then Outstanding, shall, upon being indemnified 
to its satisfaction therefor, institute and maintain such suits and proceedings as it may be advised shall be necessary 
or expedient (i) to prevent any impairment of the security under the Master Indenture by any acts which may be 
unlawful or in violation of the Master Indenture, or (ii) to preserve or protect the interests of the Holders, provided 
that such request and the action to be taken by the Master Trustee are not in conflict with any applicable law or the 
provisions of the Master Indenture and, in the sole judgment of the Master Trustee, not unduly prejudicial to the 
interest of the Holders of Obligations not making such request, it being understood that (subject to certain duties and 
responsibilities of the Master Trustee set forth in the Master Indenture) the Master Trustee shall have no duty or 
obligation to determine whether or not such action or forbearance may be unduly prejudicial to such Holders. 
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Application of Revenues and Other Moneys After Default 

During the continuance of an Event of Default all moneys received by the Master Trustee pursuant to any 
right given or action taken under the provisions of the Master Indenture relating to Events of Default, after payment 
of the costs and expenses of the proceedings resulting in the collection of such moneys and of the fees, expenses and 
advances incurred or made by the Master Trustee with respect thereto, including fees, expenses and advances of its 
attorneys, agents and advisors and after payment of all other amounts owed to the Master Trustee under the Master 
Trustee, shall be applied as follows: 

(a) Unless the principal of all Outstanding Obligations shall have become or have been 
declared due and payable: 

First:  To the payment to the Persons entitled thereto of all installments of interest or the 
interest portion related to payments then due on the Obligations in the order of the maturity of such 
installments, and, if the amount available shall not be sufficient to pay in full any installment or 
installments maturing on the same date, then to the payment thereof ratably, according to the 
amounts due thereon to the Persons entitled thereto, without any discrimination or preference; 

Second:  To the payment to the Persons entitled thereto of the unpaid principal installments 
or the principal portion related to payments of any Obligations which shall have become due, 
whether at maturity or by call for redemption, in the order of their due dates, and if the amounts 
available shall not be sufficient to pay in full all the Obligations due on any date, then to the payment 
thereof ratably, according to the amounts of principal installments due on such date, to the Persons 
entitled thereto, without any discrimination or preference; 

(b) If the principal of all Outstanding Obligations shall have become or have been declared 
due and payable, to the payment of the principal and interest and payments then due and unpaid upon the 
Obligations without preference or priority, or of any installment over any other installment, or of any 
Obligation over any other Obligation, ratably, according to the amounts due, to the Persons entitled thereto 
without any discrimination or preference. 

(c) If the principal of all Outstanding Obligations shall have been declared due and payable, 
and if such declaration shall thereafter be rescinded and annulled under the provisions of the Master Indenture 
relating to Events of Default, then, subject to the provisions of paragraph (b) above in the event that the 
principal of all Outstanding Obligations shall later become due or be declared due and payable, the moneys 
shall be applied in accordance with the provisions of paragraph (a) above. 

Whenever moneys are to be applied by the Master Trustee pursuant to the provisions of the Master Indenture 
described under this heading “- Application of Revenues and Other Moneys After Default,” such moneys shall be 
applied by it at such times, and from time to time, as the Master Trustee shall determine, having due regard for the 
amount of such moneys available for application and the likelihood of additional moneys becoming available for such 
application in the future.  Whenever the Master Trustee shall apply such moneys, it shall fix the date upon which such 
application is to be made and upon such date interest on the amounts of principal to be paid on such dates shall cease 
to accrue.  The Master Trustee shall give such notices as it may deem appropriate of the deposit with it of any such 
moneys and of the fixing of any such date, and shall not be required to make payment to the Holder of any unpaid 
Obligation until such Obligation and all unmatured coupons, if any, appertaining to such Obligation shall be presented 
to the Master Trustee for appropriate endorsement of any partial payment or for cancellation if fully paid. 

Whenever all Obligations and interest thereon have been paid under the provisions of this provisions of the 
Master Indenture described under this heading “- Application of Revenues and Other Moneys After Default” and all 
expenses and charges of the Master Trustee have been paid, any balance remaining shall be paid to the Person entitled 
to receive the same; if no other Person shall be entitled thereto, then the balance shall be paid to the Members, their 
successors, or as a court of competent jurisdiction may direct. 
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Remedies Not Exclusive 

Subject to the limitations set forth in this APPENDIX F under the heading “THE MASTER INDENTURE – 
Payment of Required Payments; Limited Obligation of the Obligated Group,” no remedy by the terms of the Master 
Indenture conferred upon or reserved to the Master Trustee or the Holders is intended to be exclusive of any other 
remedy, but each and every such remedy shall be cumulative and shall be in addition to every other remedy given 
under the Master Indenture or existing at law or in equity or by statute on or after the date of the Master Indenture. 

Remedies Vested in the Master Trustee 

All rights of action (including the right to file proof of claims) under the Master Indenture or under any of 
the Obligations may be enforced by the Master Trustee without the possession of any of the Obligations or the 
production thereof in any trial or other proceedings relating thereto.  Any such suit or proceeding instituted by the 
Master Trustee may be brought in its name as the Master Trustee without the necessity of joining as plaintiffs or 
defendants any Holders of the Obligations.  Subject to the provisions of the Master Indenture described in this 
APPENDIX F under “THE MASTER INDENTURE – Application of Revenues and Other Moneys After Default,” 
any recovery or judgment shall be for the equal benefit of the Holders of the Outstanding Obligations. 

Master Trustee to Represent Holders 

The Master Trustee is irrevocably appointed (and the successive respective Holders of the Obligations, by 
taking and holding the same, shall be conclusively deemed to have so appointed the Master Trustee) as trustee and 
true and lawful attorney-in-fact of the Holders of the Obligations for the purpose of exercising and prosecuting on 
their behalf such rights and remedies as may be available to such Holders under the provisions of the Obligations, the 
Master Indenture, and applicable provisions of any applicable law.  Upon the occurrence and continuance of an Event 
of Default or other occasion giving rise to a right in the Master Trustee to represent the Holders, the Master Trustee 
in its discretion may, and upon the written direction of the Holders of at least a majority in aggregate Principal Amount 
of the Obligations then Outstanding, and upon being indemnified to its satisfaction therefor, shall, proceed to protect 
or enforce its rights or the rights of such Holders by such appropriate action, suit, mandamus or other proceedings as 
it shall deem most effectual to protect and enforce any such right, at law or in equity, either for the specific performance 
of any covenant or agreement contained herein, or in aid of the execution of any power granted in the Master Indenture, 
or for the enforcement of any other appropriate legal or equitable right or remedy vested in the Master Trustee or in 
such Holders under the Master Indenture, or any applicable law; and upon instituting such proceeding, the Master 
Trustee shall be entitled, as a matter of right, to the appointment of a receiver of the assets pledged under the Master 
Indenture, pending such proceedings.  All rights of action under the Master Indenture or the Obligations or otherwise 
may be prosecuted and enforced by the Master Trustee without the possession of any of the Obligations or the 
production thereof in any proceeding relating thereto, and any such suit, action or proceeding instituted by the Master 
Trustee shall be brought in the name of the Master Trustee for the benefit and protection of all the Holders of such 
Obligations, subject to the provisions of the Master Indenture. 

Holder’s Control of Proceedings 

If an Event of Default shall have occurred and be continuing, notwithstanding anything in the Master 
Indenture to the contrary, the Holders of at least a majority in aggregate Principal Amount of Obligations then 
Outstanding shall have the right, at any time, by any instrument in writing executed and delivered to the Master 
Trustee, to direct the method and place of conducting any proceeding to be taken in connection with the enforcement 
of the terms and conditions hereof or for the appointment of a receiver or any other proceedings under the Master 
Indenture, provided that such direction is not in conflict with any applicable law or the provisions of the Master 
Indenture (including indemnity to the Master Trustee as provided in the Master Indenture) and, in the sole judgment 
of the Master Trustee, is not unduly prejudicial to  the interest of Holders not joining in such direction (it being 
understood that (subject to certain duties and responsibilities of the Master Trustee set forth in the Master Indenture) 
the Master Trustee shall have no duty or obligation to determine whether or not such action or forbearance may be 
unduly prejudicial to such Holders) and provided further that nothing in this section shall impair the right of the Master 
Trustee in its discretion to take any other action under the Master Indenture which it may deem proper and which is 
not inconsistent with such direction by Holders. 
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Termination of Proceedings 
In case any proceeding taken by the Master Trustee on account of an Event of Default shall have been 

discontinued or abandoned for any reason or shall have been determined adversely to the Master Trustee or to the 
Holders, then the Members, the Master Trustee and the Holders shall be restored to their former positions and rights 
under the Master Indenture, and all rights, remedies and powers of the Master Trustee and the Holders shall continue 
as if no such proceeding had occurred. 

Waiver of Event of Default 

No delay or omission of the Master Trustee or of any Holder to exercise any right or power accruing upon 
any Event of Default shall impair any such right or power or shall be construed to be a waiver of any such Event of 
Default or an acquiescence therein.  Every power and remedy given by the Master Indenture relating to Events of 
Default to the Master Trustee and the Holders of the Obligations, respectively, may be exercised from time to time 
and as often as may be deemed expedient by them. 

The Master Trustee may waive any Event of Default which in its opinion shall have been remedied before 
the entry of final judgment or decree in any suit, action or proceeding instituted by it under the provisions of the Master 
Indenture, or before the completion of the enforcement of any other remedy under the Master Indenture. 

Notwithstanding anything contained in the Master Indenture to the contrary, the Master Trustee, upon the 
written request of the Holders of at least a majority of the aggregate Principal Amount of Obligations then Outstanding, 
shall waive any Event of Default under the Master Indenture and its consequences; provided, however, that, except 
under the circumstances set forth in the Master Indenture described in this APPENDIX F in the second paragraph 
under “THE MASTER INDENTURE – Acceleration; Annulment of Acceleration,” a default in the payment of the 
principal of, premium, if any, or interest on or other payment with respect to any Obligation, when the same shall 
become due and payable by the terms thereof or upon call for redemption, may not be waived without the written 
consent of the Holders of all the Obligations at the time Outstanding. 

In case of any waiver by the Master Trustee of an Event of Default under the Master Indenture, the Members, 
the Master Trustee and the Holders shall be restored to their former positions and rights under the Master Indenture, 
respectively, but no such waiver shall extend to any subsequent or other Event of Default or impair any right 
consequent thereon. 

Appointment of Receiver 

Upon the occurrence of any Event of Default unless the same shall have been cured or waived as provided 
in the Master Indenture, the Master Trustee shall be entitled as a matter of right if it shall so elect, (i) forthwith and 
without declaring the Obligations to be due and payable, (ii) after declaring the same to be due and payable, or 
(iii) upon the commencement of an action to enforce the specific performance hereof or in aid thereof or upon the 
commencement of any other judicial proceeding to enforce any right of the Master Trustee or the Holders, to the 
appointment of a receiver or receivers of any or all of the Property of the Members with such powers as the court 
making such appointment shall confer.  Each Member, respectively, consents and agrees, and will if requested by the 
Master Trustee, consent and agree at the time of application by the Master Trustee for appointment of a receiver, to 
the appointment of such receiver and that such receiver may be given the right, power and authority, to the extent the 
same may lawfully be given, to take possession of and operate and deal with such Property and the revenues, profits 
and proceeds therefrom, with like effect as the Member could do so, and to borrow money and issue evidences of 
indebtedness as such receiver. 

Remedies Subject to Provisions of Law 
All rights, remedies and powers provided by the Master Indenture relating to Events of Default may be 

exercised only to the extent that the exercise thereof does not violate any applicable provision of a law, and all the 
provisions of the Master Indenture relating to Events of Default are intended to be subject to all applicable mandatory 
provisions of law which may be controlling and to be limited to the extent necessary so that they will not render the 
Master Indenture or the provisions thereof invalid or unenforceable under the provisions of any applicable law. 
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Supplements Not Requiring Consent of Holders 
The Obligated Group Representative, acting for itself and as agent for each Member, and the Master Trustee 

may, without the consent of any of the Holders, enter into one or more Related Supplements or one or more 
amendments to the Deeds of Trust for one or more of the following purposes: 

(a) To cure any ambiguity or formal defect or omission in the Master Indenture or in the Deeds of Trust; 

(b) To correct or supplement any provision in the Master Indenture or in the Deeds of Trust which may 
be inconsistent with any other provision in the Master Indenture or in the Deeds of Trust, or to make any other 
provisions with respect to matters or questions arising under the Master Indenture or under the Deeds of Trust and 
which shall not materially and adversely affect the interests of the Holders; 

(c) To grant or confer ratably upon all of the Holders any additional rights, remedies, powers or 
authority, or to add to the covenants of and restrictions on the Members; 

(d) To qualify the Master Indenture under the Trust Indenture Act of 1939, as amended, or 
corresponding provisions of federal laws from time to time in effect; 

(e) To create and provide for the issuance of an Obligation or Series of Obligations as permitted under 
the Master Indenture; 

(f) To obligate a successor to any Member as provided in the Master Indenture;  

(g) To add a new Member as provided in the Master Indenture; 

(h) To allow the withdrawal of a Member as provided in the Indenture; or 

(i) To provide for the release in accordance with the provisions of the Deeds of Trust of any Property 
subject to the Lien of such Deed of Trust. 

Supplements Requiring Consent of Holders 

Other than Related Supplements and amendments to the Deeds of Trust referred to under the heading 
“- Supplements Not Requiring Consent of Holders,” the Obligated Group Representative, acting for itself and as agent 
for each Member, and the Master Trustee may, with the consent of the Holders of not less than a majority in aggregate 
Principal Amount of the Obligations then Outstanding and anything contained herein to the contrary notwithstanding, 
enter into one or more Related Supplements and amendments to the Deeds of Trust as the Obligated Group 
Representative shall deem necessary and desirable for the purpose of modifying, altering, amending, adding to or 
rescinding, in any particular, any of the terms or provisions contained in the Master Indenture; provided, however, 
that nothing shall permit or be construed as permitting a Related Supplement which would: 

(i) Extend the stated maturity of or time for paying interest on any Obligation or reduce the 
Principal Amount of or the redemption premium or rate of interest or method of calculating interest payable 
on any Obligation without the consent of the Holder of such Obligation; 

(ii) Modify, alter, amend, add to or rescind any of the terms or provisions contained in the 
Master Indenture so as to affect the right of the Holders of any Obligations in default as to payment to compel 
the Master Trustee to declare the principal of all Obligations to be due and payable, without the consent of 
the Holders of all Obligations then Outstanding; or 

(iii) Reduce the aggregate Principal Amount of Obligations then Outstanding the consent of the 
Holders of which is required to authorize such Related Supplement without the consent of the Holders of all 
Obligations then Outstanding. 
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If at any time the Obligated Group Representative shall request the Master Trustee to enter into a Related 
Supplement or execute an amendment to the Deeds of Trust and if the Master Trustee shall receive an instrument or 
instruments purporting to be executed by the Holders of not less than the aggregate Principal Amount or number of 
Obligations specified in the prior paragraph for the Related Supplement or amendment to the Deed of Trust in question 
which instrument or instruments shall refer to the proposed Related Supplement or amendment to the Deed of Trust 
and shall specifically consent to and approve the execution thereof in substantially the form of the copy thereof as on 
file with the Master Trustee, thereupon, but not otherwise, the Master Trustee may execute such Related Supplement 
or amendment to the Deed of Trust in substantially such form, without liability or responsibility to any Holder of any 
Obligation, whether or not such Holder shall have consented thereto. 

Any such consent shall be binding upon the Holder of the Obligation giving such consent and upon any 
subsequent Holder of such Obligation and of any Obligation issued in exchange therefor (whether or not such 
subsequent Holder thereof has notice thereof), unless such consent is revoked in writing by the Holder of such 
Obligation giving such consent or by a subsequent Holder thereof by filing with the Master Trustee, prior to the 
execution by the Master Trustee of such Related Supplement or amendment to the Deed of Trust in question, such 
revocation and, if such Obligation or Obligations are transferable by delivery, proof that such Obligations are held by 
the signer of such revocation.  At any time after the Holders of the required Principal Amount or number of Obligations 
shall have filed their consents to the Related Supplement or amendment to the Deed of Trust in question, the Master 
Trustee shall make and file with the Obligated Group Representative a written statement to that effect.  Such written 
statement shall be conclusive that such consents have been so filed. 

If the Holders of the required Principal Amount or number of the Outstanding Obligations shall have 
consented to and approved the execution of such Related Supplement or amendment to the Deed of Trust in question 
as provided in the Master Indenture, no Holder of any Obligation shall have any right to object to the execution thereof, 
or to object to any of the terms and provisions contained therein or the operation thereof, or in any manner to question 
the propriety of the execution thereof, or to enjoin or restrain the Master Trustee or the Obligated Group Representative 
from executing the same or from taking any action pursuant to the provisions thereof. 

Satisfaction and Discharge 

If (i) the Members shall deliver to the Master Trustee for cancellation all Obligations theretofore 
authenticated (other than any Obligations which shall have been mutilated, destroyed, lost or stolen and which shall 
have been replaced or paid as provided in any Related Supplement) and not theretofore cancelled, or (ii) upon payment 
of all Obligations not theretofore cancelled or delivered to the Master Trustee for cancellation, or (iii) (unless 
otherwise provided for an Obligation in the Related Supplement pursuant to which such Obligation was issued) the 
Members or any thereof shall deposit with the Master Trustee as trust funds cash or Government Obligations or both, 
sufficient to pay at maturity or upon redemption all Obligations not theretofore cancelled or delivered to the Master 
Trustee for cancellation, including without limitation principal and interest due or to become due to such date of 
maturity or redemption date, as the case may be, and if in any case the Members or any thereof shall also pay or cause 
to be paid all other sums payable under the Master Indenture by the Members or any thereof, then the Master Indenture 
shall cease to be of further effect, and the Master Trustee, on demand of the Members or any thereof and at the cost 
and expense of the Members or any thereof, shall execute proper instruments acknowledging satisfaction of and 
discharging the Master Indenture.  The Members shall cause a report to be prepared by a firm nationally recognized 
for providing verification services regarding the sufficiency of funds for such discharge and satisfaction, upon which 
report the Master Trustee may rely.   

THE BOND INDENTURE 

The following is a brief summary of the Bond Indenture pursuant to which the Bonds will be issued.  The 
summary does not purport to be complete or definitive and is qualified in its entirety by reference to the Bond 
Indenture, copies of which are on file with the Issuer and the Bond Trustee. 

Security for the Bonds 

Under the Bond Indenture, the Issuer grants to the Bond Trustee a security interest in the following: 
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(a) The rights and interests of the Issuer under the Loan Agreement, except the Issuer’s Unassigned 
Rights; 

(b) The rights, title and interests of the Issuer in Obligation No. 1; 

(c) The Revenues, except the Issuer’s Unassigned Rights; 

(d) All Funds and accounts therein (other than the Cost of Issuance Fund and the Rebate Fund), except 
for (i) moneys or obligations deposited with or paid to the Bond Trustee for the payment or redemption of Bonds that 
are no longer deemed to be Outstanding under the Bond Indenture, and (ii) all moneys, including Revenues, payable 
to the Bond Trustee by or for the account of the Issuer pursuant to the Loan Agreement and the Bond Indenture, 
subject only to the provisions of the Bond Indenture permitting the application thereof for the purposes and on the 
terms and conditions set forth in the Bond Indenture; and 

(e) Any and all other interests in real or personal property of every name and nature from time to time 
hereafter by delivery or by writing of any kind specifically mortgaged, pledged or hypothecated, as and for additional 
security under the Bond Indenture by the Issuer or by anyone on its behalf or with its written consent in favor of the 
Bond Trustee, which is authorized to receive any and all such property at any and all times and to hold and apply the 
same, subject to the terms of the Bond Indenture. 

Establishment of Funds for the Bonds 

The following Funds and account shall be established and maintained by the Bond Trustee under the Bond 
Indenture for the benefit of the Bonds: 

(a) Bond Fund; 

(b) Project Fund; 

(c) Cost of Issuance Fund; 

(d) Rebate Fund; 

(e) Revenue Fund; 

(f) Expense Fund; and 

(g) Debt Service Reserve Fund. 

The Bond Trustee is authorized to establish additional accounts or subaccounts in each of the Funds if necessary. 

Revenue Fund  

There shall be deposited in the Revenue Fund, as and when received, the Loan Payments paid to the Bond 
Trustee pursuant to the Loan Agreement, all Revenues and all other moneys deposited into the Revenue Fund pursuant 
to the Loan Agreement or the Bond Indenture.  All moneys deposited in the Revenue Fund shall be disbursed by the 
Bond Trustee on or before the 15th of each month, commencing January 15, 2019 (except as noted below), in the 
following order of priority: 

FIRST: to the Bond Fund (i) an amount of money, less any credits received against such amount, 
equal to one-sixth (1/6) of the aggregate amount of interest becoming due and payable on 
the Bonds on the next succeeding Interest Payment Date, plus (ii) commencing July 1, 
2021, an amount of money, less any credits received against such amount (including credits 
during the final year of maturity of the Bonds for amounts on deposit in the Debt Service 
Reserve Fund), equal to one-twelfth (1/12) of the principal due or subject to mandatory 
redemption on the next succeeding Principal Payment Date; 



 

F-47 

SECOND: to the Rebate Fund, commencing in the month following the determination of the Rebate 
Amount and continuing until the full amount is so paid, any amount of moneys, as 
calculated by the Rebate Analyst, required to be deposited in the Rebate Fund; 

THIRD: to the Expense Fund, an amount of money equal to one-sixth (1/6) of the Bond Trustee’s 
Fees and Bond Trustee’s Expenses coming due on the next January 1 or July 1, as 
applicable; 

FOURTH: to the Expense Fund, (i) an amount of money equal one-sixth (1/6) of the Issuer Fee coming 
due on the next January 1 or July 1, as applicable, plus amounts, if any, payable in 
connection with the Issuer’s Unassigned Rights, and plus (ii) an amount of money equal to 
one-sixth (1/6) of the amount, if any, owed to the Rebate Analyst on July 1, 2019, and, 
thereafter, one-twelfth (1/12) of the amount, if any, owed to the Rebate Analyst on the next 
July 1; 

FIFTH: to the Debt Service Reserve Fund an amount of money equal to the amount necessary to 
cure any deficiency in the Debt Service Reserve Fund; and 

SIXTH: if the Borrower is not in default under the Loan Agreement, all amounts of money 
remaining on deposit in the Revenue Fund after the Bond Trustee has made the 
disbursements required in paragraphs FIRST through FIFTH above shall be returned to the 
Master Trustee for disbursement in accordance with the Master Indenture. 

Bond Fund 

The proceeds of the issuance and delivery of the Bonds deposited into the Bond Fund on the Bond Closing 
Date shall be used to pay a portion of the interest due on the Bonds, and shall be treated as a credit against the amounts 
due under paragraph FIRST under the heading “- Revenue Fund” above.  There also will be deposited into the Bond 
Fund, and as and when received (a) disbursements from the Revenue Fund as provided in the Bond Indenture, (b) all 
moneys transferred to the Bond Fund pursuant to the Bond Indenture from (i) the Project Fund upon completion of 
the Project, or (ii) the Rebate Fund to the extent there are excess moneys therein, (c) all other moneys deposited into 
the Bond Fund pursuant to the Loan Agreement or the Bond Indenture, and (d) all other moneys received by the Bond 
Trustee when accompanied by directions from any Authorized Representative of the Borrower, not inconsistent with 
the Loan Agreement or the Bond Indenture that such moneys are to be paid into the Bond Fund.  There also will be 
retained in the Bond Fund, interest and other income received on investment of moneys in the Bond Fund to the extent 
provided in the Bond Indenture. 

Except as otherwise provided in the Bond Indenture, moneys on deposit in the Bond Fund shall be used solely 
for the payment of the principal of and premium, if any, and interest on the Bonds on each Principal Payment Date 
and on each Interest Payment Date.  If on any Interest Payment Date or Principal Payment Date there are any amounts 
on deposit in the Bond Fund (except for moneys deposited into such account as accrued interest or to pay capitalized 
interest) that exceed the amount necessary to pay principal and interest then due on the Bonds on such Interest Payment 
Date or Principal Payment Date, as applicable, the excess shall be transferred to the Revenue Fund and used to make 
any disbursements described under “THE BOND INDENTURE– Revenue Fund” in this APPENDIX F that have not 
been otherwise made. 

The Bond Fund shall be in the custody of the Bond Trustee, but in the name of the Issuer, and the Issuer 
authorizes and directs the Bond Trustee to withdraw sufficient funds from the Bond Fund to pay the principal of and 
premium, if any, on the Bonds as the same become due and payable and to withdraw sufficient funds from the Bond 
Fund for other purposes authorized in the Bond Indenture. 

Amounts on deposit in the Bond Fund will be held solely for the benefit of the Registered Owners and the 
Beneficial Owners and applied only in accordance with the Bond Indenture, and the Borrower shall not have any legal, 
equitable or reversionary interest in, or right to, such amounts.  In the event of any Act of Bankruptcy by the Borrower, 
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the Borrower has no right to assert, claim or contend that any portion of either the Bond Fund is property of its 
bankruptcy estate as defined by 11 U.S.C. Section 541. 

Debt Service Reserve Fund 

There shall be deposited in the Debt Service Reserve Fund proceeds of the Bonds in the amount of the Debt 
Service Reserve Fund Requirement.  There also shall be deposited into the Debt Service Reserve Fund (a) all moneys 
transferred to the Debt Service Reserve Fund from the Bond Fund, (b) all other moneys required to be deposited 
therein pursuant to the Loan Agreement or the Bond Indenture, and (c) all other moneys received by the Bond Trustee 
when accompanied by directions from an Authorized Representative of the Borrower not inconsistent with the Loan 
Agreement or the Bond Indenture that such moneys are to be paid into the Debt Service Reserve Fund. 

Except as provided in the Bond Indenture and subject to the provisions described under the heading “- Credit 
Enhancement Program Provisions” below, moneys in the Debt Service Reserve Fund shall be used solely for the 
payment of the principal of and premium, if any, and interest on the Bonds in the event moneys in the Bond Fund are 
insufficient to make such payments when due, whether on an Interest Payment Date, sinking fund redemption date, 
maturity date or otherwise.  Upon the occurrence of an Event of Default under the Bond Indenture and the exercise 
by the Bond Trustee of the acceleration remedies specified in the Bond Indenture and the Loan Agreement, any 
moneys in the Debt Service Reserve Fund shall be transferred by the Bond Trustee to the Bond Fund.  On the final 
maturity date of the Bonds, any moneys in the account of the Debt Service Reserve Fund shall be used to pay the 
principal of and interest on the Bonds on such final maturity date and shall be applied as a credit against deposits 
required to be made to the Bond Fund with respect to principal during the year preceding the final maturity date of the 
Bonds.  In the event of the redemption of the Bonds in whole, any moneys in the Debt Service Reserve Fund shall be 
transferred to the Bond Fund and applied to the payment of the principal of and premium, if any, on the Bonds.  In the 
event of a prepayment in whole of amounts due under the Loan Agreement and the defeasance pursuant to the Bond 
Indenture of all of the Outstanding Bonds, any moneys in the Debt Service Reserve Fund shall be applied to the 
defeasance of the Bonds. 

With regard to application of this section by the Bond Trustee, any withdrawals from the Debt Service 
Reserve Fund used to pay debt service or redemption amount on the Series 2018B Bonds shall be allocated first to the 
proceeds of the Series 2018B Bonds and investment earnings thereon on deposit in the Debt Service Reserve Fund.  
At such time as all proceeds of the Series 2018B Bonds and investment earnings thereon in the Debt Service Reserve 
Fund have been fully expended to pay debt service or redemption amount on the Series 2018B Bonds, the Bond 
Trustee shall notify the Issuer and Bond Counsel for further instructions before using any other amounts in the Debt 
Service reserve fund to pay debt service or redemption amount on the Series 2018B Bonds. 

The Bond Trustee shall value the Investment Obligations in the Debt Service Reserve Fund semiannually on 
January 1 and July 1 of each year at the lesser of their market value or cost.  If on any valuation date the amount in 
the Debt Service Reserve Fund is greater than the Debt Service Reserve Fund Requirement, the Bond Trustee shall 
transfer such excess (i) before the delivery of the certificate required by the Loan Agreement stating that the Project 
has been completed, to the Project Fund and (ii) after delivery of such certificate, to the Bond Fund.  In the event 
amounts on deposit in the Debt Service Reserve Fund are less than the Debt Service Reserve Fund Requirement, the 
Bond Trustee shall notify by written notice, within five Business Days of when the Bond Trustee has knowledge of 
such deficiency, the Issuer and the Borrower of such deficiency and that such deficiency must be replenished in 
accordance with the Loan Agreement and the Bond Indenture.  If on any valuation date the amount in the Debt Service 
Reserve Fund is less than the Debt Service Reserve Fund Requirement and the deficiency is caused solely by a 
decreased value of the Investment Obligations therein and not due to a transfer to cure a shortfall in the Bond Fund, 
the Borrower has agreed that the Bond Trustee shall deposit into the Debt Service Reserve Fund an amount equal to 
the amount by which the Debt Service Reserve Fund amount is less than the Debt Service Reserve Fund Requirement 
on or prior to the 15th day of the month next following that valuation date.  If on the 15th day of any month the amount 
in the Debt Service Reserve Fund is less than the Debt Service Reserve Fund Requirement and the deficiency is caused 
by a transfer to cure a shortfall in the Bond Fund resulting from the failure of the Borrower to make the Loan Payments 
when, the Borrower has agreed pursuant to the Loan Agreement to pay to the Bond Trustee all amounts transferred to 
the Bond Fund to make up for any Loan Payment not paid in not more than 12 equal monthly installments beginning 
on the 15th day of the month following such deficiency, and provided that no such installment shall be less than $5,000. 
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Amounts on deposit in the Debt Service Reserve Fund shall be held in trust solely for the benefit of the 
Registered Owners and the Beneficial Owners of the Bonds and such amounts shall be applied only in accordance 
with the provisions of the Bond Indenture.  The Borrower has no legal, equitable or reversionary interest in, or right 
to, such amounts.  In the event of any Act of Bankruptcy, the Borrower shall not assert, claim or contend that any 
portion of the Debt Service Reserve Fund is property of its bankruptcy estate as defined by 11 U.S.C. Section 541. 

The Debt Service Reserve Fund shall be in the custody of the Bond Trustee but in the name of the Issuer, and 
the Issuer has authorized and directed the Bond Trustee to withdraw sufficient funds from the Debt Service Reserve 
Fund to pay the principal of and premium, if any, and interest on the Bonds and for the purposes described in the Bond 
Indenture. 

Project Fund 

A portion of the proceeds of the Bonds shall be deposited by the Bond Trustee in the Project Fund and 
disbursed in accordance with the Bond Indenture.  The Bond Trustee is authorized and directed to make each 
disbursement required by the provisions of the Loan Agreement and the Bond Indenture and to disburse amounts in 
the Project Fund.  The Bond Trustee shall keep and maintain adequate records pertaining to the Project Fund, and all 
disbursements therefrom, and shall provide periodic statements of transactions to the Borrower and the Borrower’s 
Counsel. 

Any balance remaining in the Project Fund on the date a certificate of completion is received by the Bond 
Trustee will be transferred to the Bond Fund in accordance with the Loan Agreement. 

The Project Fund will be in the custody of the Bond Trustee but in the name of the Issuer, and the Issuer has 
authorized and directed the Bond Trustee to withdraw sufficient funds from the Project Fund for Costs of the Project 
requisitioned by the Borrower. 

Cost of Issuance Fund 

A portion of the proceeds will be deposited into the Cost of Issuance Fund on the Bond Closing Date.  Except 
as otherwise provided by the Bond Indenture in connection with payment of Rebate Amount, moneys in the Cost of 
Issuance Fund will be expended to pay issuance expenses in accordance with the Loan Agreement.  The Bond Trustee 
is authorized and directed to pay from the Cost of Issuance Fund for each payment in accordance with the Loan 
Agreement. 

Rebate Fund 

There shall be deposited in the Rebate Fund as and when received (i) investment income on moneys in the 
related Funds to the extent provided in the direction of the Borrower pursuant to the Loan Agreement and subject to 
the limitations in the Bond Indenture, (ii) moneys received from the Borrower pursuant to the Loan Agreement, (iii) 
moneys transferred to the Rebate Fund from the Debt Service Reserve Fund (but only to the extent that the amount on 
deposit therein is in excess of the Debt Service Reserve Fund Requirement), the Cost of Issuance Fund, the Project 
Fund and the Bond Fund pursuant to the provisions of the Bond Indenture and (iv) all other moneys received by the 
Bond Trustee when accompanied by directions not inconsistent with the Loan Agreement or the Bond Indenture that 
such moneys are to be paid into the Rebate Fund.  All amounts in the Rebate Fund, including income earned from 
investment of such account, shall be held by the Bond Trustee, in trust, free and clear of the lien of the Bond Indenture.  
Amounts in the Rebate Fund shall not be used for the payment of debt service on the Bonds. 

Promptly after each fifth Rebate Year, and not later than 30 days after the redemption, payment at maturity 
or other retirement of the last Bond, the Borrower shall engage, and furnish information to, the Rebate Analyst and 
cause the Rebate Analyst to calculate the Rebate Amount with respect to the Bonds.  The Bond Trustee shall receive 
a copy of the report of the Rebate Analyst and determine if the amount in the Rebate Fund is equal to the calculated 
Rebate Amount.  The Bond Trustee shall notify the Borrower of the amount then on deposit in the Rebate Fund.  If 
the amount in Rebate Fund is in excess of the amount required to be therein in accordance with the report of the Rebate 
Analyst, then such excess shall be transferred to the Bond Fund.  To the extent the moneys in the Rebate Fund are less 
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than the amount required to be deposited therein, the Bond Trustee shall transfer such amounts necessary to reserve 
for the anticipated Rebate Amount payment to the United States Treasury from the Revenue Fund in accordance with 
the Bond Indenture. 

If at any time the Borrower is required to retain the Rebate Analyst but fails to do so, then the Bond Trustee 
shall retain a Rebate Analyst, at the expense of the Borrower, to calculate the Rebate Amount.  If the Bond Trustee is 
required to retain or pay the Rebate Analyst, then the Bond Trustee, after delivering to the Borrower a demand for 
payment of an amount sufficient to pay the Rebate Analyst, shall withdraw such amount as may be needed to pay the 
Rebate Analyst from the following Funds in the following order of priority:  the Expense Fund, the Debt Service 
Reserve Fund (but only to the extent that the amount on deposit therein is in excess of the Debt Service Reserve Fund 
Requirement), the Cost of Issuance Fund, the Project Fund and the Bond Fund. 

The Bond Trustee shall have the right, but shall not be obligated, to seek written instructions from any Rebate 
Analyst as it deems necessary, concerning any payments to be made by it from the Rebate Fund and shall be free from 
any liability for acting in accordance with such instructions. 

The Bond Trustee, on behalf of the Issuer, is hereby directed to pay to the United States Treasury from time 
to time the amounts as required by the report of the Rebate Analyst, provided that the Bond Trustee shall pay over to 
the United States Treasury (i) at least once each five years after the issuance date of the Bonds within 60 days of the 
date as of which the Rebate Amount was calculated, an amount equal to 90 percent of the Rebate Amount allocable 
to the Bonds as of such date (and not theretofore paid to the United States Treasury) and (ii) not later than 60 days 
after the redemption, payment at maturity or other retirement of the last Bond, 100 percent of the Rebate Amount. 

If, at any time when the Bond Trustee is required to withdraw money from the Rebate Fund, the moneys on 
deposit in the Rebate Fund are insufficient for the purposes thereof, notwithstanding the provisions of the Bond 
Indenture, the Bond Trustee, after first delivering a demand for such deficiency to the Borrower and no money for 
such purpose is provided by the Borrower shall transfer moneys to the Rebate Fund from the following Funds in the 
following order of priority:  the Debt Service Reserve Fund (but only to the extent that the amount on deposit therein 
is in excess of the Debt Service Reserve Fund Requirement), the Cost of Issuance Fund, the Project Fund and the 
Bond Fund. 

The Bond Trustee shall comply with the instructions contained in the Bond Indenture described under this 
heading “- Rebate Fund” provided that computations and payments may be made on other bases, at other times, and 
in other amounts, or omitted altogether, all as shall be set forth in an opinion of Bond Counsel to the effect that 
compliance with such instructions will not adversely affect any exclusion of interest on any of the Bonds from gross 
income for federal income tax purposes (the “Subsequent Rebate Instructions”), even if such Subsequent Rebate 
Instructions are different from or inconsistent with the provisions of the Bond Indenture described under this heading 
“- Rebate Fund.”  The Bond Trustee shall be entitled to rely conclusively on the calculations made pursuant to the 
provisions of the Bond Indenture described under this heading “- Rebate Fund,” and any Subsequent Rebate 
Instructions and shall not be responsible for any loss or damage resulting from any action taken or omitted to be taken 
in reliance upon those calculations. 

Within 60 days after the end of each fifth Rebate Year, the Bond Trustee, in reliance upon the report of the 
Rebate Analyst, shall deliver to the Issuer a certificate stating that all necessary actions have been taken as required 
by the Bond Indenture including, but not limited to, (i) the required annual arbitrage rebate calculations and (ii) 
payment of the Rebate Amount, if any, in accordance with Section 148(f) of the Code and the direction of the Rebate 
Analyst. 

The provisions of the Bond Indenture relating to the Rebate Fund supersede all other sections of the Bond 
Indenture, to the end that the exclusion from gross income for the purposes of federal income taxation of interest on 
the Bonds shall not be adversely affected as a result of the inadequacy at any time of the Rebate Fund, unless the total 
amount held by the Bond Trustee under all Funds established thereunder is insufficient. 

The Bond Trustee shall retain records of the determinations of the amount required to be deposited in the 
Rebate Fund, of the proceeds of any investments of money in the Rebate Fund, and of the amounts paid to the United 
States Treasury until the date six years after the discharge of the last of the Bonds. 
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Expense Fund 

There shall be deposited to the Expense Fund those amounts required by the Bond Indenture to be transferred 
from the Revenue Fund and as otherwise required by the Bond Indenture and the Loan Agreement, from which the 
Bond Trustee will pay the Bond Trustee’s Fees and Bond Trustee’s Expenses and amounts owed the Rebate Analyst 
for its services pursuant to the Bond Indenture. 

Investment of Moneys 

Moneys in the Funds shall be invested and reinvested by the Bond Trustee in Investment Obligations, at the 
written direction of the Authorized Representative of the Borrower, which initial direction shall be received by the 
Bond Trustee at or before the Bond Closing Date.  The Bond Trustee shall be fully protected in relying on any written 
investment direction of an Authorized Representative as to the legality and suitability of such directed investment.  
The Authorized Representative shall not direct the Bond Trustee to invest any funds constituting gross proceeds of 
the Bonds to cause or result in a prohibited payment under applicable regulations pertaining to, or in any other fashion 
as would constitute failure of compliance with, Section 148 of the Code.  Investments of moneys in the Bond Fund 
shall mature or be redeemable without penalty at the option of the Bond Trustee at the times and in the amounts 
necessary to provide moneys to pay the principal of and premium, if any, and interest on the Bonds as they become 
due at stated maturity or by redemption.  Each investment of moneys in the Project Fund, the Cost of Issuance Fund, 
the Expense Fund, the Debt Service Reserve Fund and the Rebate Fund shall mature or be redeemable without penalty 
at such time as may be necessary to make payments from such Fund. 

Subject to any directions from the Authorized Representative of the Borrower, with respect thereto, and any 
restrictions contained in the Bond Indenture relating to the Rebate Fund from time to time, the Bond Trustee may sell 
those investments and reinvest the proceeds therefrom in Investment Obligations maturing or redeemable as aforesaid.  
Any of those investments may be purchased from or sold to the Bond Trustee or any bank, trust company or savings 
and loan association affiliated with the Bond Trustee.  The Bond Trustee shall sell or redeem investments credited to 
the Bond Fund to produce sufficient moneys applicable under the Bond Indenture to and at the times required for the 
purposes of paying the principal of and premium, if any, and interest on the Bonds when due as aforesaid, and shall 
do so without necessity for any order on behalf of the Issuer and without restriction by reason of any order.  An 
investment made from moneys credited to any Fund shall constitute part of that respective Fund.  Proceeds of the sale 
of and income on investments in the Funds shall be credited to such Fund.  For purposes of the Bond Indenture, the 
Investment Obligations shall be valued by the Bond Trustee on each January 1 and July 1 at face amount or market 
value, whichever is less except as otherwise provided in the Bond Indenture. 

Events of Default 

Each of the following is defined as and deemed an “Event of Default” with respect to Bonds issued under the 
Bond Indenture: 

(a) Failure in the payment of the principal of or premium, if any, on any Bond, when the same 
shall become due and payable, whether at the stated maturity thereof, on a sinking fund payment date or upon 
proceedings for redemption. 

(b) Failure in the payment of any installment of interest on any Bond when the same shall 
become due and payable. 

(c) Failure to observe or perform any other covenant, agreement, contract or other provision 
of the Bonds or the Bond Indenture (other than as referred to in (a) or (b) above) and such failure shall 
continue for a period of 30 days after written notice to the Issuer and the Borrower by the Bond Trustee 
specifying such default and requiring the same to be remedied, provided, with respect to any such failure 
described by this subsection (c), no Event of Default will be deemed to have occurred so long as a course of 
action adequate to remedy such failure is commenced within such 30-day period and is thereafter diligently 
prosecuted to completion and the failure is remedied thereby within 90 days of such notification.  The 
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Borrower shall deliver a written report to the Bond Trustee at least once every 30 days setting forth the status 
of all attempts to cure such default(s). 

(d) The occurrence of an “Event of Default” under the Loan Agreement. 

Upon the occurrence of an Event of Default with respect to the Bonds under the Bond Indenture, the Bond 
Trustee will promptly notify the Borrower and the Issuer by facsimile, confirmed by overnight mail or courier, of such 
occurrence, setting forth the specific nature of the Event of Default or Events of Default. 

The time periods for cure set forth in (c) above shall not be applicable to any events or actions that cause or 
might cause a Determination of Taxability. 

Remedies for Events of Default 

Upon the occurrence of an Event of Default with respect to the Bonds, the Bond Trustee will have the 
following rights and remedies: 

(a) Acceleration.  In the event the Borrower is in default under the Loan Agreement, the Bond 
Trustee (i) may by notice in writing given to the Issuer and the Borrower or (ii) shall, upon the written request 
of the Registered Owners of not less than a majority of the Bonds then Outstanding, declare the principal 
amount of all Bonds then Outstanding and the interest accrued thereon to be immediately due and payable, 
and said principal and interest will thereupon become immediately due and payable.  Upon any declaration 
of acceleration, the Issuer and the Bond Trustee will immediately declare all Loan Payments under the Loan 
Agreement to be immediately due and payable, together with an acceleration premium, as provided in the 
Loan Agreement. 

(b) Suit for Judgment on the Bonds.  The Bond Trustee will be entitled to sue for and recover 
judgment, either before or after or during the pendency of any proceedings for the enforcement of the lien of 
the Bond Indenture, for the enforcement of any of its rights, or the rights of the Registered Owners, but any 
such judgment against the Issuer will be enforceable only against the Trust Estate.  No recovery of any 
judgment by the Bond Trustee shall in any manner or to any extent affect the lien of the Bond Indenture or 
any rights, powers or remedies of the Bond Trustee thereunder, or any lien, rights, powers or remedies of the 
Registered Owners, but such lien, right, powers or remedies of the Bond Trustee and of the Registered 
Owners shall continue unimpaired as before. 

No right or remedy specified in the Bond Indenture is intended to be exclusive of any other right or remedy, 
but each and every such right or remedy shall be cumulative and in addition to any other right or remedy given under 
the Bond Indenture or now or hereafter existing at law or in equity or by statute. 

If any Event of Default under the Bond Indenture shall have occurred, the Registered Owners of not less than 
a majority in aggregate principal amount of the Bonds then Outstanding shall direct the Bond Trustee as to the 
preferred remedy of such Registered Owners.  The Bond Trustee, after being indemnified or receiving other assurances 
as provided in the Bond Indenture, shall be obligated to exercise such one or more of the rights and powers conferred 
by the Bond Indenture as directed by the Registered Owners of such Bonds. 

Direction of Remedies 

Anything in the Bond Indenture to the contrary notwithstanding, the Registered Owners of a majority in 
aggregate principal amount of the Bonds then Outstanding shall have the right, at any time, to the extent permitted by 
law, by an instrument or instruments in writing executed and delivered to the Bond Trustee, to direct the time, method, 
and place of conducting all proceedings to be taken in connection with the enforcement of the terms and conditions 
of the Bond Indenture, or for the appointment of a receiver, or any other proceedings or remedies permitted in 
accordance with the provisions of the Bond Indenture.  The Bond Trustee shall not be required to act on any direction 
given to it as described above unless indemnified or receiving other assurances as provided in the Bond Indenture. 
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Rights and Remedies of Registered Owners 

No Registered Owner shall have any right to institute any suit, action or proceeding in equity or at law for 
the enforcement of the Bond Indenture or for the execution of any trust of the Bond Indenture or for the appointment 
of a receiver or any other remedy under the Bond Indenture, unless a default has occurred of which the Bond Trustee 
has been notified as provided in the Bond Indenture, or of which by the Bond Indenture it is deemed to have notice, 
nor unless such default shall have become an Event of Default and the Registered Owners of not less than a majority 
in aggregate principal amount of the Bonds then Outstanding shall have made written request to the Bond Trustee and 
shall have offered reasonable opportunity either to proceed to exercise the powers granted in the Bond Indenture or to 
institute such action, suit or proceeding in its own name, nor unless they have also offered to the Bond Trustee 
indemnity or other assurances as provided in the Bond Indenture, nor unless the Bond Trustee shall thereafter fail or 
refuse to exercise within a reasonable period of time (not to exceed 30 days) the powers granted, or to institute such 
action, suit or proceeding in its own name; and such notification, request, and offer of indemnity or other assurances 
are hereby declared in every case at the option of the Bond Trustee to be conditions precedent to the execution of the 
powers and trusts of the Bond Indenture, and to any action or cause of action for the enforcement of the Bond 
Indenture, or for the appointment of a receiver or for any other remedy under the Bond Indenture; it being understood 
and intended that no one or more Registered Owners shall have the right in any manner whatsoever to affect, disturb 
or prejudice the lien of the Bond Indenture by his, her or their action or to enforce any right under the Bond Indenture 
except in the manner provided in the Bond Indenture and that all proceedings at law or in equity shall be instituted, 
had, and maintained in the manner provided in the Bond Indenture and for the equal benefit of the Registered Owners 
of the Bonds then Outstanding.  Nothing contained in the Bond Indenture shall, however, affect or impair the right of 
any Registered Owner to enforce the payment, by the institution of any suit, action or proceeding in equity or at law, 
of the principal of or premium, if any or interest on any Bond at and after the maturity thereof, or the obligation of the 
Issuer to pay the principal of and premium, if any, and interest on each of the Bonds to the respective Registered 
Owners of the Bonds at the time and place, from the source and in the manner in the Bond Indenture and in the Bonds 
expressed. 

Waivers of Events of Default 

The Bond Trustee may waive any Event of Default under the Bond Indenture and its consequences and 
rescind any declaration of acceleration of maturity of principal of and interest on the Bonds, and shall do so upon the 
written request of the Registered Owners of at least a majority of the aggregate principal amount of the Bonds then 
Outstanding; provided, however, that there shall not be waived (i) any Event of Default in the payment of the principal 
of or premium on any Outstanding Bonds at the date of maturity or redemption thereof or any default in the payment 
when due of the interest on any such Bonds unless, prior to such waiver or rescission, all arrears of interest or all 
arrears of payments of the principal and premium, if any, and all expenses of the Bond Trustee, and all amounts to be 
paid to the Issuer and the Bond Trustee under the Bond Indenture and under the Loan Agreement, in connection with 
such default shall have been paid or provided for, or (ii) any default in the payment of amounts related to deposits to 
the Rebate Fund.  In case of any such waiver or rescission, or in case any proceedings taken by the Bond Trustee on 
account of any such default shall have been discontinued or abandoned or determined adversely to the Bond Trustee, 
then and in every such case the Issuer, the Bond Trustee and the Registered Owners shall be restored to their former 
positions and rights under the Bond Indenture, respectively, but no such waiver or rescission shall extend to or affect 
any subsequent or other default, or impair any rights or remedies consequent thereon. 

Application of Moneys 

All moneys received by the Bond Trustee pursuant to any right given or action taken under the provisions of 
the Bond Indenture shall, after payment of the costs and expenses of the proceedings resulting in the collection of such 
moneys, including the costs and expenses of the Registered Owners and the expenses, liabilities and advances incurred 
or made by the Bond Trustee, be held or deposited into the Bond Fund during the continuance of an Event of Default 
and shall be applied as follows: 

(a) Unless the principal of all the Bonds in default shall have become or shall have been 
declared due and payable, all such moneys shall be applied: 
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FIRST, to the payment to the Persons entitled thereto of all interest then due on the Bonds, 
in the order of the maturity of such interest and, if the amount available shall not be sufficient to pay 
in full all interest due, then to the payment ratably, according to the amounts due on such installment 
to the Persons entitled thereto, without any discrimination or privilege; and 

SECOND, to the payment to the Persons entitled thereto of the unpaid principal of and 
premium, if any, on any of the Bonds that shall have become due (other than Bonds called for 
redemption for the payment of which moneys are held pursuant to the provisions of the Bond 
Indenture), in the order of their due dates and, if the amount available shall not be sufficient to pay 
in full Bonds due on any particular date, together with such interest, then to the payment ratably, 
according to the amount of principal due on such date, to the persons entitled thereto, without any 
discrimination or privilege. 

(b) If the principal of all the Bonds shall have become due or shall have been declared due and 
payable, all such moneys shall be applied to the payment of the principal and interest then due and unpaid 
upon all of the Bonds, without preference or priority of principal over interest or of interest over principal, 
or of any Bond over any other Bond, ratably, according to the amounts due respectively for principal and 
interest, to the Persons entitled thereto without any discrimination or privilege. 

(c) If the principal of all the Bonds shall have been declared due and payable, and if such 
declaration shall thereafter have been rescinded and annulled under the provisions of the Bond Indenture 
then, subject to the provisions of paragraph (b) above in the event that the principal of all the Bonds shall 
later become due or be declared due and payable, the moneys shall be applied in accordance with the 
provisions of paragraph (a) above. 

Whenever moneys are to be applied pursuant to the provisions described above, such moneys shall be applied 
at such times, and from time to time, as the Bond Trustee shall determine, having due regard to the amount of such 
moneys available for application and the likelihood of additional moneys becoming available for such application in 
the future.  Whenever the Bond Trustee shall apply such funds, it shall fix the date (which shall be an Interest Payment 
Date unless it shall deem another date more suitable) upon which such application is to be made and upon such date 
interest on the amounts of principal to be paid on such dates shall cease to accrue.  The Bond Trustee shall give such 
notice as it may deem appropriate of the deposit of any such moneys and of the fixing of any such date, and shall not 
be required to make payment to the Registered Owner of any Bond until such Bond shall be presented to the Bond 
Trustee for appropriate endorsement or for cancellation if fully paid. 

Whenever all of the Bonds, the premium, if any, and interest thereon have been paid under the provisions 
described above and all Bond Trustee’s Fees, all Bond Trustee’s Expenses and all other amounts to be paid to the 
Issuer or the Bond Trustee under the Bond Indenture or under the Loan Agreement have been paid, or provisions is 
made for the payment thereof in accordance with the Bond Indenture, any balance remaining in the Funds shall be 
applied to the Borrower in accordance with the provisions of the Bond Indenture. 

Nonpresentment of Bonds 

In the event any Bonds, or portions thereof, shall not be presented for payment when the principal thereof 
becomes due, either at maturity, the date fixed for redemption thereof or otherwise, if funds sufficient for the payment 
thereof, including accrued interest thereon, shall have been deposited into the Bond Fund or otherwise made available 
to the Bond Trustee for deposit therein, then on and after the date said principal becomes due, all interest thereon shall 
cease to accrue and all liability of the Issuer to the Registered Owner or Registered Owners thereof for the payment 
of such Bonds, shall forthwith cease, terminate and be completely discharged, and thereupon it shall be the duty of 
the Bond Trustee to hold such fund or funds in a separate trust account for the benefit of the Registered Owner or 
Registered Owners of such Bonds who shall thereafter be restricted exclusively to such fund or funds for any claim 
of whatever nature on his, her or their part under the Bond Indenture with respect to said Bond or on, or with respect 
to, said Bond.  Such moneys shall not be required to be invested during such period by the Bond Trustee.  If any Bond 
shall not be presented for payment within the period of two years following the date when such Bond becomes due, 
whether by maturity or otherwise, the Bond Trustee shall return to the Issuer such funds theretofore held by it for 
payment of such Bonds.  Thereafter, the Registered Owner of that bond shall look only to the Issuer for payment and 
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then only to amounts so received by the Issuer.  The obligations of the Bond Trustee under the Bond Indenture shall 
be subject, however, to any law applicable to the unclaimed funds or the Bond Trustee providing other requirements 
for the disposition of unclaimed property. 

Supplemental Bond Indentures Not Requiring Consent of Registered Owners 

The Issuer may and, at the request of the Borrower, the Bond Trustee may, without the consent of, or notice 
to, the Registered Owners, enter into Supplemental Bond Indentures for any one or more or all of the following 
purposes: 

(a) To add to the covenants and agreements of the Issuer contained in the Bond Indenture for 
the protection or benefit of the Registered Owners, other covenants and agreements thereafter to be observed 
for the protection or benefit of the Registered Owners, or to surrender or limit any right or power therein 
reserved or conferred upon the Issuer; 

(b) To cure any ambiguity, or to cure, correct or supplement any defect or inconsistent 
provision contained in the Bond Indenture, or to make any provisions with respect to matters arising under 
the Bond Indenture or for any other purposes if such provisions are necessary or desirable and do not 
materially adversely affect the interests of the Registered Owners of the Bonds; 

(c) To subject to the lien of the Bond Indenture additional revenues, properties or collateral; 
or 

(d) To modify, alter, amend or supplement the Bond Indenture in such a manner as shall permit 
the qualification thereof under the Trust Indenture Act of 1939, as from time to time amended. 

Supplemental Bond Indentures Requiring Consent of Registered Owners 

Exclusive of Supplemental Bond Indentures described above, the Registered Owners of not less than a 
majority in aggregate principal amount of the Bonds then Outstanding have the right, from time to time, to consent to 
and approve the execution by the Issuer and the Bond Trustee of such Supplemental Bond Indenture or Supplemental 
Bond Indentures as deemed necessary or desirable by the Issuer for the purpose of modifying, altering, amending, 
adding to, or rescinding, in any particular, any of the terms or provisions contained in the Bond Indenture; provided, 
however, that without the consent of the Registered Owners of at least 66 2/3 percent of the aggregate principal amount 
of the Bonds at the time Outstanding and adversely affected thereby nothing contained in the Bond Indenture 
(exclusive of Supplemental Bond Indentures described in this APPENDIX F above under “THE BOND INDENTURE 
– Supplemental Bond Indentures Not Requiring Consent of Registered Owners”) shall permit, or be construed as 
permitting: 

(a) an extension of the maturity of, or a reduction of the principal amount of, or a reduction of 
the rate of, or extension of the time of payment of interest on, or a reduction of, a premium payable upon any 
redemption of, any Bond; 

(b) the deprivation of the Registered Owner of any Bond then Outstanding of the lien or the 
priority of the lien created by the Bond Indenture (other than as permitted when such Bond was initially 
issued); 

(c) a privilege or priority of any Bond or Bonds over any other Bond or Bonds; or 

(d) a reduction in the aggregate principal amount of the Bonds, if any, required for consent to 
such Supplemental Bond Indenture or amendment to the Loan Agreement; 

Provided further, however, that any of the modifications referred to in (a) through (d) above shall be made in a manner 
that affects all Bonds Outstanding under the Bond Indenture equally and ratably. 
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If at any time the Issuer requests the Bond Trustee to enter into such supplemental indenture, the Bond Trustee 
will, after being reasonably indemnified by the Borrower (to the extent reasonably required by the Bond Trustee) with 
respect to expenses, mail by first-class mail notice of the proposed execution of such supplemental indenture to the 
Registered Owners at their addresses as the same shall last appear upon the registration records, setting forth the nature 
of the proposed supplemental indenture and stating that copies thereof are on file at the designated corporate trust 
office of the Bond Trustee for inspection by all Registered Owners.  The Borrower shall be responsible for such 
expenses.  If, within 60 days following the mailing of such notice, the Registered Owners of the requisite principal 
amount of the Bonds Outstanding at the time of the execution of any such Supplemental Bond Indenture shall have 
consented to and approved the execution thereof as provided in the Bond Indenture, no Registered Owners shall have 
any right to object to any of the terms and provisions contained therein, or the operation thereof, or in any manner to 
question the propriety of the execution thereof, or to enjoin or restrain the Bond Trustee or the Issuer from executing 
the same or from taking any action pursuant to the provisions thereof. 

Execution of Supplemental Bond Indentures 

The Bond Trustee is authorized to join with the Issuer in the execution of any such Supplemental Bond 
Indenture and to make further agreements and stipulations that may be contained therein, but the Bond Trustee shall 
not be obligated to enter into any such Supplemental Bond Indenture that materially adversely affects its rights, duties, 
or immunities under the existing Bond Indenture.  The Bond Trustee shall require delivery of an opinion of Bond 
Counsel acceptable to the Bond Trustee to the effect that each such Supplemental Bond Indenture (i) has been validly 
authorized and duly executed by the Issuer and is enforceable against the Issuer in accordance with its terms, (ii) will 
not adversely affect the qualification of the Bonds as obligations that may be issued pursuant to the Act, (iii) will not 
adversely affect the exclusion from gross income of interest on the Bonds for federal income tax purposes and (iv) is 
permitted pursuant to the terms of the Bond Indenture.  Any Supplemental Bond Indenture executed in accordance 
with the provisions of the Bond Indenture shall thereafter form a part of the existing Bond Indenture and all the terms 
and conditions contained in any such Supplemental Bond Indenture as to any provision authorized to be contained 
therein shall be deemed to be part of the Bond Indenture for any and all purposes.  In case of the execution and delivery 
of any Supplemental Bond Indenture, express reference may be made thereto in the text of the Bonds issued thereafter, 
if any. 

Amendments of the Loan Agreement Not Requiring Consent of Registered Owners 

The Issuer and the Bond Trustee may, without the consent of or notice to the Registered Owners, consent to 
any amendment, change or modification of the Loan Agreement as may be required (a) by the provisions of the Loan 
Agreement or the Bond Indenture, (b) for the purpose of curing any ambiguity or formal defect or omission, or (c) in 
connection with any other change therein that is not to the adverse prejudice of the Bond Trustee nor materially 
adversely affects the interests of the Registered Owners. 

Amendments of the Loan Agreement Requiring Consent of Registered Owners 

Except for the amendments, changes or modifications described under “- Amendments of the Loan 
Agreement Not Requiring Consent of Registered Owners” above, neither the Issuer nor the Bond Trustee shall consent 
to any other amendment, change or modification of the Loan Agreement without the giving of notice to and receiving 
the written approval or consent of the Registered Owners of not less than a majority in aggregate principal amount of 
the Bonds at the time Outstanding, subject to the same limitations described above under “- Supplemental Bond 
Indentures Requiring Consent of Registered Owners.”  Such notice and consent shall be given and procured as 
described above under “- Supplemental Bond Indentures Requiring Consent of Registered Owners.”  If at any time 
the Issuer and the Borrower shall request the consent of the Bond Trustee to any such proposed amendment, change 
or modification of the Loan Agreement, the Bond Trustee shall, upon being reasonably indemnified by the Borrower 
with respect to expenses, cause notice of such proposed amendment, change or modification to be given in the same 
manner described above under “- Supplemental Bond Indentures Requiring Consent of Registered Owners.”  Such 
notice shall briefly set forth the nature of such proposed amendment, change or modification and shall state that copies 
of the instrument embodying the same are on file at the designated office of the Bond Trustee for inspection by all 
Registered Owners.  If, within 60 days following the mailing of such notice, Registered Owners of the requisite 
principal amount of the Bonds Outstanding at the time of the execution of any such amendment, change or 
modification, shall have consented to and approved the execution of the agreement reflecting such amendment, change 
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or modification thereof as provided in the Bond Indenture, no Registered Owners shall have any right to object to any 
of the terms and provisions contained therein, or the operation thereof, or in any manner to question the propriety of 
the execution thereof, or to enjoin or restrain the Bond Trustee or the Issuer from executing the same or from taking 
any action pursuant to the provisions thereof. 

Issuer Consent Required to Less Restrictive Requirements of Bond Indenture and Loan Agreement 
The Issuer has imposed certain requirements on the Bond Trustee, the Borrower, the ownership or operation 

of the Facilities, or the Bonds that are more restrictive than those required by the Act, the Treasury Regulations, or the 
Code, and, for that reason, any proposed amendment, modification, or supplement to the Bond Indenture or the Loan 
Agreement that provides for less restrictive covenants than required by the Issuer, but permitted by law, shall require 
the Issuer’s consent, which may be withheld for any reason. 

Discharge of Bond Indenture 
If the Bonds are paid in accordance with their terms (or payment of the Bonds has been provided for in the 

manner set forth in the following paragraph), together with all other sums payable under the Bond Indenture, all 
amounts payable to the Issuer and the Bond Trustee under the Loan Agreement and all amounts payable to the United 
States Treasury pursuant to Section 148 of Code, or provision is made for the payment of the same, then the Bond 
Indenture and the Trust Estate and all rights granted shall thereupon cease, terminate and become void and be 
discharged and satisfied.  Also, if all Outstanding Bonds secured by the Bond Indenture are purchased by the Borrower 
and delivered to the Bond Trustee for cancellation, and all other sums payable under the Bond Indenture, all amounts 
payable to the Issuer and the Bond Trustee under the Loan Agreement, and all amounts payable to the United States 
Treasury pursuant to Section 148 of the Code are paid, or provision is made for the payment of the same, then the 
Bond Indenture and the Trust Estate and all rights granted under the Bond Indenture will thereupon cease, terminate 
and become void and be discharged and satisfied.  In such events, upon the request of the Borrower, the Bond Trustee 
shall assign and transfer to the Borrower all property then held by the Bond Trustee under the Bond Indenture with 
respect to the Borrower and shall execute such documents as may be reasonably required by the Borrower and shall 
turn over to the Borrower any surplus in any Fund. 

Payment of any Outstanding Bond shall, prior to the maturity or redemption date thereof, be deemed to have 
been provided for if (i) in case said Bond is to be redeemed on any date prior to its maturity, the Borrower shall have 
given to the Bond Trustee in form satisfactory to it irrevocable instructions to give, on a date in accordance with the 
provisions of the Bond Indenture, notice of redemption of such Bond on said redemption date, such notice to be given 
in accordance with the provisions of the Bond Indenture; (ii) there shall have been deposited with the Bond Trustee 
either moneys in an amount that shall be sufficient, or Government Obligations that shall not contain provisions 
permitting the redemption thereof at the option of the Issuer, the principal of and the interest on which when due, and 
without any reinvestment thereof, will provide moneys that, together with the moneys, if any, deposited with or held 
by the Bond Trustee at the same time, shall be sufficient to pay when due the principal of and premium, if any, and 
interest due and to become due on said Bond on and prior to the redemption date or maturity date thereof, as the case 
may be; (iii) there shall have been delivered to the Bond Trustee and the Issuer a certificate from a firm of certified 
public accountants certifying as to the sufficiency of the deposit made pursuant to the preceding clause (ii), provided, 
however, such certificate shall not be required if the deposit consists solely of moneys to be held by the Bond Trustee 
without need for any investment thereof; (iv) there shall have been delivered to the Bond Trustee and the Issuer an 
opinion of Bond Counsel satisfactory to the Bond Trustee that such payment does not adversely affect the exclusion 
from gross income of interest on the Bonds; and (v) in the event said Bond is not by its terms subject to redemption 
within the next 45 days, the Borrower shall have given the Bond Trustee in form satisfactory to it irrevocable 
instructions to give, as soon as practicable in the same manner as the notice of redemption is given pursuant to the 
Bond Indenture, a notice to the Registered Owner of such Bond that the deposit required by (ii) above has been made 
with the Bond Trustee and that payment of said Bond has been provided for in accordance with the Bond Indenture 
and stating such maturity or redemption date upon which moneys are to be available for the payment of the principal 
of and premium, if any, and interest on said Bond.  Neither such securities nor moneys deposited with the Bond Trustee 
pursuant to the provisions described in this paragraph or principal or interest payments on any such securities shall be 
withdrawn or used for any purpose other than, and shall be held in trust for, the payment of the principal of and 
premium, if any, and interest on said Bond; provided any cash received from such principal or interest payments on 
such securities deposited with the Bond Trustee, if not then needed for such purpose, shall, to the extent practicable, 
be reinvested in securities of the type described in clause (ii) of this paragraph maturing at times and in amounts 
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sufficient to pay when due the principal of and premium, if any, and interest to become due on said Bond on or prior 
to such redemption date or maturity date thereof, as the case may be.  At such time as payment of a Bond has been 
provided for as aforesaid, such Bond shall no longer be secured by or entitled to the benefits of the Bond Indenture, 
except for the purpose of any payment from such moneys or securities deposited with the Bond Trustee. 

Notwithstanding the payment in full of the Bonds, the discharge of the Bond Indenture as described above, 
and the termination or expiration of the Loan Agreement, all provisions in the Bond Indenture concerning (i) the tax-
exempt status of the Bonds (including, but not limited to provisions concerning the payment of the Rebate Amount), 
(ii) the interpretation of the Bond Indenture, (iii) the governing law, (iv) the forum for resolving disputes, (v) the 
Issuer’s right to rely on facts or certificates, (vi) the indemnity of the Issuer Indemnified Parties from liability, (vii) 
the lack of pecuniary liability of the Issuer and the County; and (viii) the indemnity of the Bond Trustee and the rights, 
powers and duties of the Bond Trustee as may be necessary and convenient for the payment of amounts due or to 
become due on the Bonds and the registration, transfer, exchange and replacement of Bonds, shall survive and remain 
in full force and effect. 

THE LOAN AGREEMENT 

The following briefly summarizes certain of the terms and provision of the Loan Agreement.  Such summary 
is not to be considered a complete statement of the terms and provisions of the Loan Agreement.  Reference is made 
to the Loan Agreement for a complete statement of the terms, provisions and conditions thereof. 

The Loan 

The Issuer has agreed, upon the terms and conditions in the Loan Agreement to lend to the Borrower, pursuant 
to the Loan Agreement, the proceeds received by the Issuer from the sale of the Bonds. 

Term 

The Loan Agreement will remain in full force and effect from the date of delivery until such time as all of 
the payments under the Loan Agreement have been fully paid or provision is made for such payment pursuant to the 
Bond Indenture and all reasonable and necessary fees and expenses of the Bond Trustee accrued and to accrue through 
final payment of the Loan, all fees and expenses of the Issuer accrued and to accrue through final payment of the Loan 
and all other liabilities of the Borrower accrued and to accrue through final payment of the Loan under the Loan 
Agreement and the Bond Indenture have been paid or provision is made for such payments pursuant to the Bond 
Indenture; provided, however, notwithstanding anything to the contrary (i) the indemnification provisions of the Loan 
Agreement will survive after the termination of the Loan Agreement; (ii) all agreements, representations and 
certifications by the Borrower as to the exclusion from gross income of interest on the Tax-Exempt Bonds shall survive 
termination of the term thereof until the expiration of statutes of limitation applicable to the liability of the Registered 
Owners of the Bonds for federal and state income taxes with respect to interest on the Bonds; and (iii) upon the 
defeasance of the Bond Indenture, all such indemnification provisions will be enforceable by the Issuer Indemnified 
Parties and the Bond Trustee Indemnified Parties, and all such agreements, representations and certifications regarding 
the exclusion from gross income of the interest on the Tax-Exempt Bonds will be enforceable by the Registered 
Owners of the Bonds, directly against the Borrower. 

Loan Payments and Other Amounts Payable 

During the term of the Loan Agreement, the Borrower shall pay as repayment of the Loan as long as any of 
the Bonds remain Outstanding, into the Revenue Fund on or before the 15th of each month (i) commencing January 15, 
2019, an amount of money equal to one-sixth (1/6) of the aggregate amount of interest becoming due and payable on 
the Bonds on the next succeeding Interest Payment Date, plus (ii) commencing July 1, 2021, an amount of money 
equal to one-twelfth (1/12) of the principal due or subject to mandatory redemption on the next succeeding Principal 
Payment Date; provided, however, the Borrower shall be entitled to a credit against such amounts owed equal to the 
amounts then on deposit in the Bond Fund and available for payment of such principal and interest; provided, further, 
however, the Borrower shall be entitled to credits against such amounts owed with respect to principal during the year 
preceding the final maturity date of the Bonds equal to the amounts then on deposit in the Debt Service Reserve Fund.  
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On or before the redemption date specified in any notice of redemption sent pursuant to the Bond Indenture (other 
than a sinking fund redemption date), the Borrower will pay as repayment of the Loan for deposit into the Bond Fund 
an amount of money that, together with the payments made by the Borrower on the Loan then on deposit in the Bond 
Fund and the Debt Service Reserve Fund, is sufficient to pay the principal of and premium, if any, and interest accrued 
to the redemption date on the Bonds called for redemption. 

The Borrower agrees to pay or cause to be paid to the Bond Trustee the reasonable and necessary fees and 
expenses of the Bond Trustee incurred in performing its duties related to the Bonds, including its attorney fees and 
expenses, as and when the same become due, upon submission of a statement therefor; provided that the Borrower 
may, without creating a default under the Loan Agreement, contest in good faith any such fees or expenses. 

The Borrower will pay or cause to be paid to the Bond Trustee for deposit to the Rebate Fund the amounts 
required to be deposited in the Rebate Fund pursuant to the Bond Indenture.  The Borrower will also pay to the Bond 
Trustee an amount necessary to pay the fees and expenses of the Rebate Analyst when due. 

The Borrower agrees to pay or cause to be paid to the Issuer the Issuer Fee, plus any amounts required to 
reimburse the Issuer for any expenses incurred by the Issuer, whether out-of-pocket or internal, in connection with the 
Loan Agreement, the Bond Indenture, the Bonds, the Tax Certificate, the Bond Purchase Agreement, the Project or 
any other instrument or action relating to the foregoing, including fees and disbursements of attorneys of the Issuer.  
The Borrower agrees that the payment under the Loan Agreement will be a net return to the Issuer over and above any 
taxes or charges of any nature whatsoever which may currently or hereafter be imposed on the receipts of the Issuer 
under the Loan Agreement.  The Borrower agrees to pay the Issuer Fee to the Bond Trustee for further credit to the 
Issuer on the Bond Closing Date. 

In the event of a Determination of Taxability and mandatory redemption resulting therefrom as set forth in 
the Bond Indenture, the Borrower agrees to prepay the Loan and pay all premiums required by such redemption in 
full. 

The Borrower shall pay or provide for the payment of the required amount into the Debt Service Reserve 
Fund upon notice of any deficiency therein in accordance with the Bond Indenture.  If the Bond Trustee determines 
on any valuation date that the amount in the Debt Service Reserve Fund is less than the Debt Service Reserve Fund 
Requirement and the deficiency is caused solely by a decreased value of the Investment Obligations therein and not 
due to a transfer to cure a shortfall in the Bond Fund, the Borrower agrees that the Bond Trustee shall deposit into the 
Debt Service Reserve Fund an amount equal to the difference between the amount in the Debt Service Reserve Fund 
and the Debt Service Fund Requirement on or prior to the 15th day of the month next following that valuation date.  
If on the 15th day of any month the amount in the Debt Service Reserve Fund is less than the Debt Service Reserve 
Fund Requirement and the deficiency is caused by a transfer to cure a shortfall in the Bond Fund resulting from the 
failure of the Borrower to make the Loan Payments, the Borrower agrees to pay to the Bond Trustee all amounts 
transferred to the Bond Fund to make up for any Loan Payments not paid in 12 equal monthly installments beginning 
on the 15th day of the month following such deficiency; provided that no such installment shall be less than $5,000. 

If the Borrower should fail to make or fail to cause to be made any of the payments required above, the item 
or installment in default will continue as an obligation of the Borrower until the amount in default will have been fully 
paid, and the Borrower agrees to pay the same and, with respect to the payments required by the Loan Agreement at 
the highest rate of interest borne by the Bonds, or the maximum rate permitted by law if less than such rate. 

Unconditional Obligations 

The obligations of the Borrower to make the required payments and to perform and observe the other 
agreements on its part under the Loan Agreement are absolute and unconditional.  The Borrower (i) will not suspend 
or discontinue, or permit the suspension or discontinuance of, any payments provided for in the Loan Agreement, (ii) 
will perform and observe all of the other agreements contained in the Loan Agreement, and (iii) except as otherwise 
provided, will not terminate the Loan Agreement for any cause. 
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Compliance with Charter School Laws 

The Borrower has covenanted in the Master Indenture to comply fully and in all respects with the provisions 
of the Charter School Act so long as any Bonds remain Outstanding. 

Tax Covenant 

The Borrower will not take any action or omit to take any action, which action or omission will adversely 
affect the exclusion from gross income of the interest on the Tax-Exempt Bonds for federal income tax purposes or 
cause the interest on the Tax-Exempt Bonds, or any portion thereof, to become an item of tax preference for purposes 
of the alternative minimum tax under the Code, and in the event of such action or omission, the Borrower will, 
promptly upon having such brought to its attention, take such reasonable actions based upon an Opinion of Bond 
Counsel, and in all cases at the sole expense of the Borrower, as may rescind or otherwise negate such act or omission.  
The Borrower will not directly or indirectly, use or permit the use of any proceeds of the Tax-Exempt Bonds or any 
other funds of the Borrower, or take or omit to take any action, that would cause the Tax-Exempt Bonds to be or 
become “arbitrage bonds” within the meaning of Section 148(a) of the Code (or their statutory predecessor) or to fail 
to meet any other applicable requirement of Sections 141, 145, 147, 148, 149 and 150 of the Code (or their statutory 
predecessor) or cause the interest on the Tax-Exempt Bonds, or any portion thereof, to become an item of tax 
preference for purposes of the alternative minimum tax under the Code or would cause interest on the Bonds to lose 
their exclusion from Arizona taxable income under present Arizona law.  To that end, the Borrower will comply with 
all requirements of Sections 141, 145, 147, 148, 149 and 150 of the Code (or their statutory predecessor) to the extent 
applicable to the Bonds.  In the event that at any time the Borrower is of the opinion that it is necessary to restrict or 
limit the yield on the investment of any moneys held by the Bond Trustee or otherwise, the Borrower shall so instruct 
the Bond Trustee in writing. 

Default by the Borrower 

Any one or more of the following events will constitute an “Event of Default” under the Loan Agreement: 

(a) Failure by the Borrower to pay the Loan Payments required to be paid when due. 

(b) Failure by the Borrower to observe or perform any other covenant, condition or agreement 
on its part to be observed or performed in the Loan Agreement or the Tax Certificate other than as referred 
to in subsection (a), of this paragraph, for a period of 60 days after the date on which written notice of such 
failure, specifying such default and requiring the same to be remedied, shall have been given to the Borrower 
by the Bond Trustee, except that, in each case, if such failure can be remedied but not within such 60-day 
period, such failure shall not become an Event of Default for so long as the Borrower shall diligently proceed 
to remedy same in accordance with and subject to any directions or limitations of time (greater than 60 days) 
established by the Bond Trustee. 

(d) The occurrence of an Event of Default under the Bond Indenture or the Master Indenture. 

(e) Any representation or warranty made by the Borrower in the Loan Agreement or made by 
the Borrower in any written statement or certificate furnished by the Borrower, either required by the Loan 
Agreement or in connection with the execution and delivery of the Loan Agreement and the sale and the 
issuance of the Bonds, will prove to have been untrue in any material respect as of the date of the issuance 
or making thereof. 

The foregoing provisions of subsection (c) above are subject to the following limitations:  If by reason of 
force majeure (as defined in the Loan Agreement) the Borrower is unable in whole or in part to carry out its agreements 
under the Loan Agreement or the Tax Certificate, the Borrower shall not be deemed in default during the continuance 
of such inability. 



 

F-61 

Remedies on Default 

Whenever an Event of Default shall have occurred and is continuing, the Issuer, or the Bond Trustee where 
so provided in the Bond Indenture, may take any one or more of the following remedial steps under the Loan 
Agreement: 

(a) The Bond Trustee (acting as assignee of the Issuer) or the Issuer (in the case of the Issuer’s 
Unassigned Rights in the event of a failure of the Bond Trustee to act), as and to the extent provided in the 
Bond Indenture, may declare the Loan Payments payable for the remainder of the term of the Loan Agreement 
to be immediately due and payable, whereupon the same will become due and payable. 

(b) The Bond Trustee (acting as assignee of the Issuer) or the Issuer (in the case of the Issuer’s 
Unassigned Rights in the event of a failure of the Bond Trustee to act), as and to the extent provided in the 
Bond Indenture, may take whatever action at law or in equity as may appear necessary or desirable to collect 
the amounts then due and thereafter to become due, or to enforce performance or observance of any 
obligations, agreements, or covenants of the Borrower under the Loan Agreement. 

Subject to certain limitations described in the Loan Agreement, the Borrower may, at any time, pay all 
accrued payments under the Loan Agreement and fully cure all defaults, and in such event, the Borrower will be fully 
reinstated to its position as if such Event of Default had never occurred. 

In the event that the Borrower fails to make any payment required under the Loan Agreement, the payment 
so in default will continue as an obligation of the Borrower until the amount in default shall have been fully paid. 

Waiver 

In the event any agreement contained in the Loan Agreement should be breached by any party and thereafter 
waived by any other party, such waiver will be limited to the particular breach waived and will not be deemed to waive 
any other breach under the Loan Agreement.  In view of the assignment of the Issuer’s rights in and under the Loan 
Agreement to the Bond Trustee under the Bond Indenture, the Issuer shall have no power to waive any Event of 
Default under the Loan Agreement without the consent of the Bond Trustee.  Notwithstanding the foregoing, a waiver 
of an Event of Default under the Bond Indenture or a rescission of a declaration of acceleration of the Bonds and a 
rescission and annulment of its consequences shall constitute a waiver of the corresponding Event of Default under 
the Loan Agreement and a rescission and annulment of its consequences; provided, that no such waiver or rescission 
shall extend to or affect any subsequent or other default under the Loan Agreement or impair any right consequent 
thereon. 

Amendments, Changes and Modifications 

Except as otherwise provided in the Loan Agreement or in the Bond Indenture, the Loan Agreement may not 
be effectively amended, changed, modified, altered or terminated without the written consent of the Issuer. 

General Option to Prepay the Loan 

So long as no Event of Default exists, the Borrower is granted the option exercisable at any time to prepay 
all or any portion of the Loan by depositing with the Bond Trustee an amount of money or securities to the extent 
permitted by the Bond Indenture representing the principal amount of and the premium, if any, and interest on the 
Loan to be paid to maturity with respect to the Bonds issued to fund such Loan, or prepaid to the date a corresponding 
amount of such Bonds are redeemed.  The exercise of such option shall not be cause for redemption of Bonds unless 
such redemption is permitted at that time under the provisions of the Bond Indenture and the Borrower specifies the 
date for such redemption.  Prior to the date any Bonds are subject to redemption, the Loan is prepayable at any time 
in an amount sufficient to defease a related amount of the Bonds in accordance with the Bond Indenture.  In the event 
the Borrower prepays all of the Loan, pays all reasonable and necessary fees and expenses of the Bond Trustee accrued 
and to accrue through final payment of the Bonds as a result of such prepayment, and all of the liabilities of the 
Borrower accrued and to accrue under the Loan Agreement to the Issuer through final payment of the Bonds as a result 



 

F-62 

of such prepayment, and all other amounts payable by the Borrower under the Loan Agreement, the Loan Agreement 
shall terminate except as otherwise provided therein. 

In order to exercise the option described above, the Borrower shall give written notice to the Bond Trustee 
that shall specify therein the date of making the prepayment, which date shall be not less than 45 days (unless a shorter 
notice shall be satisfactory to the Bond Trustee) or more than 90 days from the date the notice is mailed.  In the case 
of any such prepayment, the Borrower shall make arrangements with the Bond Trustee for giving the required notice 
of redemption, if any, with respect to any Bonds to be redeemed and, if applicable, shall pay to the Bond Trustee an 
amount of money sufficient to redeem all of the Bonds to be called for redemption at the appropriate price prior to the 
redemption date. 

THE DEEDS OF TRUST 

The following is a summary of certain terms of the Deeds of Trust.  Such summary is not to be considered a 
complete statement of the terms and provisions of such Deeds of Trust.  Reference is made to the Deeds of Trust for a 
complete statement of the terms, provisions and conditions thereof. 

In order to secure all of its indebtedness and other obligations owing or to be owing under the Master 
Indenture and the Obligations (the “Secured Obligations”), the Corporation will execute a Deed of Trust with respect 
to the Crismon Campus, the Gilbert Campus, the Power Campus and the High School Campus in favor of the trustee 
named therein (referred to as the “Trustee” in this APPENDIX F only) for the benefit of the Master Trustee (under 
the Deed of Trust the “Beneficiary”). 

The Mortgaged Estate 

Under the Deed of Trust, each Member will grant to the Beneficiary and its assigns a security interest the 
following (collectively, the “Mortgaged Estate”): 

(a) Land.  The real property described in the Deed of Trust (the “Land”); 

(b) Improvements.  Any and all buildings, structures, fixtures and improvements financed with the 
proceeds of the Obligations, including, without limitation, the fixtures, attachments and other articles attached to such 
buildings, structures and improvements on the Land (collectively, the “Improvements” and, together with the Land, 
the “Real Property”); 

(c) Equipment.  All goods, furniture, furnishings, equipment, supplies and other tangible personal 
property located at the Real Property and owned by the Member, whether in the possession of the Member, 
warehousemen, bailees or any other person (collectively, the “Equipment”); 

(d) Rents, Revenues and Derivative Interests.  All rents, issues, profits, revenues, royalties, income and 
other benefits derived from the Real Property, the Intangibles (as defined below) and the Equipment and the operation 
thereof, and any and all entitlements, warrants, gifts, donations, grants, and bequests, to the extent allowed by the 
terms thereof, regardless of the source (collectively, the “Revenues”); all estate, right, title and interest of the Member 
in and to all leases and subleases covering the Real Property or any portion thereof now or hereafter existing or entered 
into, including, without limitation, all cash and security deposits, advance rentals and deposits or payments of similar 
nature; all right, title and interest of the Member in and to all options to purchase or lease the Real Property or any 
portion thereof or interest therein, and any greater estate therein now owned or hereafter acquired; all interests, estate 
or other claims, both in law and in equity, which the Member now has or may hereafter acquire in the Real Property 
or any portion thereof or interest therein; all easements, rights-of-way and rights used in connection therewith or as a 
means of access thereto, and all tenements, hereditaments and appurtenances thereof and thereto, all right, title and 
interest of the Member, now owned or hereafter acquired, in and to any land lying within the right-of-way of any 
street, open or proposed, adjoining the Real Property and any and all sidewalks, alleys and strips and gores of land 
adjacent to or used in connection with the Real Property (all of the foregoing in this paragraph being, collectively, the 
“Derivative Interests”); 
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(e) Intangibles.  All of the Member’s interest in all existing and future accounts, contract rights, general 
intangibles, files, books of account, plans, specifications, agreements, permits, licenses and certificates necessary or 
desirable in connection with the acquisition, ownership, leasing, construction, operation, furnishing, equipping, 
servicing or management of the Real Property (whether now existing or entered into or obtained after the date of the 
Deed of Trust), all existing and future names under or by which the Real Property or any portion thereof may at any 
time be operated or known, all rights to carry on business under any such names or any variant thereof, and all existing 
and future telephone numbers and listings, advertising and marketing materials, trademarks, tradenames, licenses, 
patents, copyrights and good will in any way relating to the Real Property or any portion thereof (collectively, the 
“Intangibles”); 

(f) Claims and Awards.  All the estate, interest, right, title, other claim or demand, including, without 
limitation, claims or demands with respect to the proceeds of insurance in effect with respect thereto, which the 
Member now has or may hereafter acquire in the Real Property, the Equipment, the Derivative Interests, or the 
Intangibles and any and all awards made for the taking by eminent domain, or by any proceeding or purchase in lieu 
thereof, of the whole or any part of the Real Property, the Equipment, the Derivative Interests, or the Intangibles 
including, without limitation, any awards resulting from a change of grade of streets and awards for severance damages 
(collectively, the “Claims and Awards”); and 

(g) Proceeds.  All of the rents, revenues, issues, profits, products and proceeds of any and all of the 
foregoing. 

Secured Obligations 

The Deed of Trust secures the following indebtedness and obligations (the “Secured Obligations”): 

(a) Payment of indebtedness evidenced by the Obligations and all replacements, renewals, amendments, 
extensions, substitutions and modifications thereof bearing interest and being payable as provided therein; 

(b) Payment of all indebtedness and performance of all obligations and covenants of the Members of 
the Obligated Group under the Master Indenture and the Related Supplements and each agreement of the Members of 
the Obligated Group incorporated by reference in the Master Indenture or the Deed of Trust, or contained in the Master 
Indenture or the Deed of Trust; 

(c) Payment of all of the principal of and premium, if any, and interest on any future advances under 
the Obligations, the Master Indenture and the Related Supplements, the Deed of Trust and any other instrument or 
other document given to evidence or further secure the payment and performance of any of the obligations thereunder; 

(d) Payment of all other indebtedness and performance of all other obligations and covenants of the 
Members of the Obligated Group contained in the Obligations, the Master Indenture and the Related Supplements and 
the Deed of Trust, together with any other document or instrument given to evidence or further secure the payment 
and performance of any obligation secured thereby; 

(e) Payment of all sums advanced by the Beneficiary to protect the Mortgaged Estate, with interest 
thereon at the highest rate permitted by any of the Member Documents or the Related Bond Indentures from the date 
of advance by the Beneficiary to the date of payment by the Obligated Group; and 

(f) Payment of all other sums, with interest thereon, which may be owed by the Members of the 
Obligated Group or their successors or assigns pursuant to the Obligations, the Master Indenture and the Related 
Supplements or the Deed of Trust to the Beneficiary or its successors or assigns. 
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Events of Default 

Any one or more of the following events shall be deemed an Event of Default under the Deed of Trust: 

(a) failure by the Members of the Obligated Group to pay amounts required to be paid under 
the Master Indenture or under the Obligations when due, subject to any applicable notice or cure periods 
provided therein; 

(b) failure by the Member to perform or observe any covenant, condition or agreement 
contained in the Deed of Trust (other than the monetary obligations described in paragraph (a) above) and 
such failure shall continue for 45 days after written notice from the Beneficiary of such failure and requesting 
that it be remedied shall have been given to the Member provided, with respect to any such failure covered 
by this subsection (b), no Event of Default shall be deemed to have occurred so long within such 45-day 
period the Member shall have informed the Beneficiary in writing of the plan to cure and, if such plan is 
acceptable to the Beneficiary, a course of action adequate to remedy such failure shall have been commenced; 
or 

(c) the occurrence of a default or an event of default by the Members of the Obligated Group 
under the Obligations, the Master Indenture or any Related Supplement, subject to any applicable notice or 
cure periods provided therein. 

Acceleration Upon Default; Additional Remedies 

Upon the occurrence of an Event of Default (which default is not cured within any applicable cure period) 
the Beneficiary may, at the Beneficiary’s sole option exercised in the Beneficiary’s sole discretion, pursue any one or 
more of the following remedies: 

(a) Declare all or any portion of the Secured Obligations to be due and payable, and the same 
shall thereupon become due and payable without any presentment, demand, protest or notice of any kind 
except as otherwise provided in the Deed of Trust. 

(b) Either in person or by agent, with or without bringing any action or proceeding, or by a 
receiver appointed by a court, and without regard to the adequacy of its security, enter upon and take 
possession of the Mortgaged Estate or any part thereof and do any acts that it deems necessary or desirable 
to preserve the value, marketability or rentability of the Mortgaged Estate, or part thereof or interest therein, 
increase the income therefrom or protect the security of the Deed of Trust and, with or without taking 
possession of the Mortgaged Estate, take any action permitted in the Deed of Trust, sue for or otherwise 
collect the Revenues, the Claims and Awards, the Intangibles or the Equipment, including, without limitation, 
those past due and unpaid, and apply the same, less costs and expenses of operation and collection including, 
without limitation, reasonable attorneys’ fees, upon any Secured Obligations, all in such order as the 
Beneficiary may determine.  The entering upon and taking possession of the Mortgaged Estate, the taking of 
any action described in the Deed of Trust, the collection of such Revenues, such Claims and Awards, such 
Intangibles or such Equipment and the application thereof as aforesaid, shall not cure or waive any default 
or notice of default or invalidate any act done in response to such default or pursuant to such notice of default 
and, notwithstanding the continuance in possession of the Mortgaged Estate or the collection, receipt and 
application of the Revenues, issues or profits, the Claims and Awards, the Intangibles or the Equipment, the 
Beneficiary shall be entitled to exercise every right provided for in the Master Indenture or the Deed of Trust 
or by law upon occurrence of any Event of Default, including, without limitation, the right to exercise the 
power of sale conferred in the Deed of Trust. 

(c) Commence an action to foreclose the Deed of Trust (either judicially or otherwise), appoint 
a receiver, specifically enforce any of the covenants of the Deed of Trust, or sell the Mortgaged Estate or any 
portion thereof pursuant to the power of sale conferred in the Deed of Trust. 

(d) Exercise any or all of the remedies available to a secured party under the UCC, including, 
without limitation: 
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(i) Either personally or by means of a court appointed receiver, commissioner or 
other officer, take possession of all or any of the Personalty (as defined in the Deed of Trust) and 
exclude therefrom the Member and all others claiming under the Member, and thereafter hold, store, 
use, operate, manage, maintain and control, make repairs, replacements, alterations, additions and 
improvements to and exercise all rights and powers of the Member in respect of the Personalty or 
any part thereof.  In the event the Beneficiary demands or attempts to take possession of the 
Personalty in the exercise of any rights under the Master Indenture or the Deed of Trust, the Member 
promises and agrees to promptly turn over and deliver complete possession thereof to the 
Beneficiary; 

(ii) Without notice to or demand upon the Member, make such payments and do such 
acts as the Beneficiary may deem necessary to protect its security interest in the Personalty, 
including, without limitation, paying, purchasing, contesting or compromising any encumbrance, 
charge or lien that is prior to or superior to the security interest granted under the Deed of Trust and, 
in exercising any such powers or authority, to pay all expenses incurred in connection therewith; 

(iii) Require the Member to assemble the Personalty or any portion thereof, at a place 
designated by the Beneficiary and reasonably convenient to both parties, and promptly to deliver 
such Personalty to the Beneficiary, or an agent or representative designated by it.  The Beneficiary, 
and its agents and representatives, shall have the right to enter upon any or all of the Mortgaged 
Estate to exercise the Beneficiary’s rights under the Deed of Trust; 

(iv) Sell, lease or otherwise dispose of the Personalty at public sale, with or without 
having the Personalty at the place of sale, and upon such terms and in such manner as the Beneficiary 
may determine.  The Beneficiary may be a purchaser at any such sale; and 

(v) Unless the Personalty is perishable or threatens to decline speedily in value or is 
of a type customarily sold on a recognized market, the Beneficiary shall give the Member at least 
ten days’ prior written notice of the time and place of any public sale of the Personalty or other 
intended disposition thereof.  Such notice may be mailed to the Member and shall be deemed to be 
given on the date of mailing thereof. 

Any sale made pursuant to the above provisions shall be deemed to have been a public sale conducted in a 
commercially reasonable manner if held contemporaneously with the sale of all or a portion of the remainder 
of the Mortgaged Estate under power of sale as provided in the Deed of Trust upon giving the same notice 
with respect to the sale of the Personalty under the Deed of Trust as is required for such sale of the remainder 
of the Mortgaged Estate under power of sale, and such sale shall be deemed to be pursuant to a security 
agreement covering both real and personal property under the UCC. 

(e) Exercise any other rights or remedies which may at the time of execution of the Deed of 
Trust or after execution of the Deed of Trust be available to the Beneficiary under the Deed of Trust, the 
Master Indenture and any Related Supplement, the Obligations or pursuant to applicable law or in equity. 

(f) If held by the Beneficiary, surrender the insurance policies maintained pursuant to the Deed 
of Trust, collect the unearned insurance premiums and apply such sums as a credit on the Secured Obligations 
in such priority and proportion as the Beneficiary in its sole discretion shall deem proper, and in connection 
therewith, the Member appoints the Beneficiary as agent and attorney-in-fact (which is coupled with an 
interest and is therefore irrevocable) for the Beneficiary to collect such insurance premiums. 

Exercise of Power of Sale 

If the Beneficiary elects to sell the Member’s interest in the Mortgaged Estate by exercise of the power of 
sale contained in the Deed of Trust, the Beneficiary shall notify the Trustee in the manner then required by law. 
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Upon receipt of such notice from the Beneficiary and at the direction of the Beneficiary, the Trustee shall 
cause to be given, recorded, published and delivered such notices of default and/or notices of sale as may then be 
required by law and/or by the Deed of Trust.  The Trustee shall, only at the direction of the Beneficiary and without 
demand on the Member, after such time as may then be required by law after such notice of default and/or notice of 
sale having been given as required by law, sell the Mortgaged Estate  at the time and place of sale fixed by it in such 
notice of sale, either as a whole, or in separate lots or parcels or items as the Beneficiary shall deem expedient, and in 
such order as it may determine, at public auction to the highest bidder for cash in lawful money of the United States 
of America payable at the time of sale, or as otherwise may then be required by law.  The Trustee shall deliver to such 
purchaser or purchasers thereof its good and sufficient deed or deeds conveying the property so sold, but without any 
covenant or warranty, express or implied.  The recitals in such deed of any matters or facts shall be conclusive proof 
of the truthfulness thereof.  Any person, including, without limitation, the Member, the Trustee or the Beneficiary, 
may purchase at such sale.  The Beneficiary may “credit bid” all or any portion of the Secured Obligations at such 
sale. 

As may be permitted by law, after deducting all costs, fees and expenses of the Trustee and of the Deed of 
Trust, including without limitation costs of evidence of title in connection with sale and any reasonable attorneys’ fees 
and expenses incurred by the Trustee, the Trustee shall apply the proceeds of sale (i) first, to payment of all actual 
out-of-pocket costs, fees and expenses, including, without limitation, reasonable attorneys’ fees and expenses incurred 
by the Beneficiary in exercising the power of sale or foreclosing the Deed of Trust, (ii) second, in accordance with the 
provisions of the Master Indenture to the extent of the Member’s indebtedness outstanding under the Obligations, and 
(iii) third, the balance, if any, to those persons legally entitled thereto. 

The Trustee may in the manner provided by law postpone sale of all or any portion of the Mortgaged Estate. 

Appointment of Receiver 

If an Event of Default (which is not cured within any applicable cure period) shall have occurred, the 
Beneficiary, as a matter of right and without notice to the Member or anyone claiming under the Member, and without 
regard to the value of the Mortgaged Estate or the interest of the Member therein, shall have the right to apply to any 
court having jurisdiction to appoint a receiver or receivers of the Mortgaged Estate and by execution of the Deed of 
Trust the Member irrevocably consents to such appointment and waives notice of any application therefor.  Any such 
receiver or receivers shall have all the usual powers and duties of receivers in like or similar cases (including, without 
limitation, the power to (i) take possession of the Mortgaged Estate, (ii) operate, manage, repair, improve, market, 
lease or sell the Mortgaged Estate, (iii) collect Revenues related to the Mortgaged Estate, (iv) terminate or modify any 
existing agreements or contracts related to the Mortgaged Estate, or (v) enter into new agreements or contacts related 
to the Mortgaged Estate), and all the powers and duties of the Beneficiary in case of entry as described in this 
APPENDIX F under (b) under “THE DEED OF TRUST – Deed of Trust - Acceleration Upon Default; Additional 
Remedies” and shall continue as such and exercise all such powers until the date of confirmation of sale of the 
Mortgaged Estate unless such receivership is sooner terminated.  The Member waives any requirement of the posting 
of a bond in connection with the appointment of a receiver.  The Beneficiary shall, in addition to and not in limitation 
of any of the foregoing or any other remedies provided in the Deed of Trust or otherwise available under applicable 
law, have all of the rights provided under the laws of the State. 



 

G-1 

APPENDIX G 

FORM OF BOND COUNSEL OPINION 

 
December 11, 2018 

The Industrial Development Authority 
   of the County of Maricopa 
Phoenix, Arizona 

Re: $71,715,000 The Industrial Development Authority of the County of Maricopa Education Revenue 
Bonds (Benjamin Franklin Charter School Projects), Series 2018A and $615,000 The Industrial 
Development Authority of the County of Maricopa Education Revenue Bonds (Benjamin Franklin 
Charter School Projects), Taxable Series 2018B 

We have acted as Bond Counsel in connection with the sale and issuance by The Industrial Development 
Authority of the County of Maricopa (the “Issuer”), a nonprofit corporation designated as a political subdivision duly 
organized and existing under and pursuant to the laws and constitution of the State of Arizona, of its $71,715,000 
aggregate original principal amount of bonds designated Education Revenue Bonds (Benjamin Franklin Charter 
School Projects), Series 2018A (the “Series 2018A Bonds”) and $615,000 aggregate original principal amount of 
bonds designated Education Revenue Bonds (Benjamin Franklin Charter School Projects), Taxable Series 2018B (the 
“Series 2018B Bonds” and, together with the Series 2018A Bonds, the “Bonds”).  The Bonds are issuable as fully 
registered bonds in principal denominations of $25,000 and any integral multiple of $5,000 in excess thereof.  The 
Bonds are dated the date hereof and otherwise shall be dated as provided in the Bond Indenture, dated as of 
December 1, 2018 (the “Bond Indenture”), between the Issuer and Zions Bancorporation, National Association, as 
bond trustee (the “Bond Trustee”).  The Bonds are subject to extraordinary, mandatory and optional redemption by 
the Issuer prior to maturity at the times, in the manner and upon the terms provided in the Bond Indenture. 

The proceeds of the Bonds will be loaned by the Issuer to Benjamin Franklin Charter School – Queen Creek, 
an Arizona nonprofit corporation (the “Borrower”), pursuant to the provisions of a Loan Agreement, dated as of 
December 1, 2018 (the “Loan Agreement”), between the Issuer and the Borrower and will be used by the Borrower, 
to (i) pay capitalized interest on a portion of the Bonds, (ii) fund a debt service reserve fund for the Bonds, (iii) pay 
certain expenses incurred in connection with issuance of the Bonds, (iv) finance the cost of acquiring four charter 
school facilities located in Queen Creek and Gilbert, Arizona, and constructing certain additions thereto (the 
“Facilities”), together with related furniture, fixtures and equipment, for use by the Borrower in connection with its 
charter school operations. 

The Bonds and the interest thereon are payable solely out of the loan payments to be made by the Borrower 
to the Issuer pursuant to the Loan Agreement, except to the extent otherwise provided in the Bond Indenture and the 
Loan Agreement.  The Borrower is the sole initial member of an obligated group (the “Obligated Group”) and is party 
to a Master Indenture of Trust, dated as of December 1, 2018 (the “Master Indenture”), with Zions Bancorporation, 
National Association, as master trustee (the “Master Trustee”).  Pursuant to the Master Indenture and a Supplemental 
Master Indenture for Obligation No. 1, dated as of December 1, 2018 (the “Supplemental Master Indenture”), between 
the Borrower, as Obligated Group Representative, and the Master Trustee, the Borrower has executed and delivered 
to the Bond Trustee on behalf of the Issuer its Benjamin Franklin Charter Schools Obligation No. 1A in a principal 
amount equal to the aggregate principal amount of the Series 2018A Bonds and Benjamin Franklin Charter Schools 
Obligation No. 1B in a principal amount equal to the aggregate principal amount of the Series 2018B Bonds 
(collectively, “Obligation No. 1”) to secure the Borrower’s repayment obligations under the Loan Agreement and, 
thereby, secure payment of the Bonds.  The obligations of the Obligated Group under the Master Indenture and the 
obligations issued thereunder (the “Obligations”), initially only Obligation No. 1, are further secured by four separate 
Deeds of Trust, Assignments of Rents, Security Agreements, and Fixture Filings (collectively, the “Deeds of Trust”), 
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executed by the Borrower for the benefit of the Master Trustee, relating to the Facilities.  The Bonds are special limited 
obligations of the Issuer, payable solely as aforesaid.  The Bonds do not constitute a debt or indebtedness of the Issuer 
or any political subdivision of the State of Arizona within the meaning of any provision or limitation of the 
Constitution or laws of the State of Arizona and do not constitute or give rise to a pecuniary liability of the Issuer or 
any political subdivision of the State of Arizona or a charge against their general credit or taxing powers, if any.  The 
Issuer has no taxing power. 

In connection with the issuance of the Bonds, we have examined the following: 

a. A certified copy of the resolution adopted by the Board of Directors of the Issuer on October 9, 
2018, in connection with the issuance by the Issuer of the Bonds pursuant to the provisions of the Industrial 
Development Financing Act, constituting Title 35, Chapter 5 of the Arizona Revised Statutes, as amended (the “Act”). 

b. Executed counterparts of the Bond Indenture. 

c. Executed counterparts of the Loan Agreement. 

d. Executed counterparts of the Master Indenture and the Supplemental Master Indenture. 

e. Executed counterparts of the Deeds of Trust. 

f. Certificates of representatives of the Borrower and the Issuer. 

g. The opinion of Ballard Spahr LLP, counsel to the Borrower. 

h. Such other documents as we have deemed relevant and necessary in rendering this opinion. 

In such an examination, we have examined originals (or copies certified or otherwise identified to our 
satisfaction) of the foregoing and have assumed the genuineness of all signatures, the authenticity of all documents 
submitted to us as originals, the conformity to the original documents of all documents submitted to us as copies and 
the accuracy of the statements contained in such documents.  As to any facts material to our opinion, we have, when 
relevant facts were not independently established, relied upon the aforesaid documents.  With respect to all matters 
pertaining to the Borrower, including the due authorization, execution and delivery by the Borrower of the Loan 
Agreement and the power and authority of the Borrower to perform and carry out its obligations thereunder, we have 
relied upon the opinion of Ballard Spahr LLP, counsel to the Borrower. 

From such examination, we are of the opinion that pursuant to the laws of the State of Arizona and of the 
United States of America in force and effect on the date hereof: 

1.  The Issuer is a nonprofit corporation designated as a political subdivision and duly organized and 
existing pursuant to the laws and constitution of the State of Arizona.  Pursuant to the Act, the Issuer is empowered to 
issue the Bonds and to loan the proceeds thereof to the Borrower pursuant to the Loan Agreement for the purposes 
described hereinabove, and to assign and pledge to the Bond Trustee the interest of the Issuer in the Loan Agreement 
(other than certain indemnification rights and certain fees and expenses of the Issuer), including amounts payable by 
the Borrower thereunder, from which amounts the Bonds are payable. 

2. The Bonds have been validly authorized, executed and issued in accordance with the laws of the 
State of Arizona and represent valid and binding special, limited obligations of the Issuer, payable as aforesaid.  The 
principal of and premium, if any, and interest on the Bonds are payable from, and secured by an assignment and pledge 
by the Issuer to the Bond Trustee of, the amounts to be received by the Issuer pursuant to the Loan Agreement (other 
than certain indemnification rights and certain fees and expenses of the Issuer). 

3. The Bond Indenture has been duly authorized, executed and delivered by the Issuer and, assuming 
due authorization, execution and delivery thereof by, and enforceability against, the Bond Trustee, represents the valid 
and binding agreement of the Issuer, enforceable in accordance with its terms. 
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4. The Loan Agreement has been duly authorized, executed and delivered by the Issuer and, assuming 
due authorization, execution and delivery by, and enforceability against, the Borrower represents the valid and binding 
agreement of the Issuer, enforceable in accordance with its terms. 

5. Assuming compliance with the provisions of the Loan Agreement and the Bond Indenture and with 
certain other covenants made by the Issuer, the Borrower and the Bond Trustee to satisfy pertinent requirements of 
existing law, interest on the Series 2018A Bonds is excludable from gross income for federal income tax purposes.  
Interest on the Series 2018A Bonds is not an item of tax preference for purposes of the federal alternative minimum 
tax.  The opinions expressed in this paragraph are conditioned upon compliance by the Issuer, the Borrower and the 
Bond Trustee with the covenants relating to certain arbitrage rebate and other tax requirements contained in the 
Internal Revenue Code of 1986, as amended (the “Code”), to the extent necessary to preserve the exclusion of interest 
on the Series 2018A Bonds from gross income for federal income tax purposes.  Failure to comply with such 
requirements could cause the interest on the Series 2018A Bonds to be included in gross income for federal income 
tax purposes retroactive to the date of issuance of the Series 2018A Bonds.  Other provisions of the Code may give 
rise to adverse federal income tax consequences to particular holders of the Series 2018A Bonds.  The scope of the 
foregoing opinions is limited to matters addressed above and no opinion is expressed hereby regarding other federal 
tax consequences that may arise due to ownership of the Series 2018A Bonds. 

6. Interest on the Bonds is exempt from Arizona state income tax. 

Interest on the Series 2018B Bonds is not excludable from gross income for federal income tax purposes.  
Except as stated in the above paragraphs 5 and 6, we express no opinion as to any other tax consequences regarding 
the Bonds or regarding any federal or state tax consequences of acquiring, carrying, owning, or disposing of the Bonds.  
Owners of the Bonds should consult their tax advisors regarding the applicability of any federal or state tax 
consequences of owning the Bonds. 

The obligations of the parties, and the enforceability thereof, with respect to the Bonds and the documents 
described above, are subject, in part, to the provisions of the bankruptcy laws of the United States of America and to 
other applicable bankruptcy, insolvency, reorganization, moratorium or similar laws relating to or affecting creditors’ 
rights generally, now or hereafter in effect.  Certain of the obligations, and the enforcement thereof, contained in the 
Bonds, the Bond Indenture and the Loan Agreement are also subject to general equity principles which may limit the 
specific enforcement of certain remedies, but which do not affect the validity of such documents.  We express no 
opinion as to the title to or the sufficiency of the real or personal property referred to in the Loan Agreement or 
otherwise of the description of the properties owned by the Borrower or the priority of any liens, charges or 
encumbrances on the properties owned by the Borrower. 

This opinion represents our legal judgment based upon our review of the law and the facts we deem relevant 
to render such opinion and is not a guarantee of a result.  This opinion is given as of the date hereof, and we assume 
no obligation to review or supplement this opinion to reflect any facts or circumstances that may hereafter come to 
our attention or any changes in law that may hereafter occur. 

Respectfully submitted, 

ENGELMAN BERGER, P.C. 
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APPENDIX H 

FORM OF CONTINUING DISCLOSURE UNDERTAKING 

 
This Continuing Disclosure Undertaking (this “Undertaking”) is executed and delivered by Benjamin 

Franklin Charter School – Queen Creek, an Arizona nonprofit corporation (the “Borrower”), in connection with the 
issuance by The Industrial Development Authority of the County of Maricopa (the “Issuer”), of its $71,715,000 
Education Revenue Bonds (Benjamin Franklin Charter School Projects), Series 2018A (the “Series 2018A Bonds”) 
and $615,000 Education Revenue Bonds (Benjamin Franklin Charter School Projects), Taxable Series 2018B (the 
“Series 2018B Bonds and, together with the Series 2018A Bonds, the “Bonds”).  The Bonds are being issued pursuant 
to a Bond Indenture, dated as of December 1, 2018 (the “Bond Indenture”), between the Issuer and Zions 
Bancorporation, National Association, as trustee.  The proceeds of the sale of the Bonds will be loaned to the Borrower 
pursuant to the terms of a Loan Agreement, dated as of December 1, 2018 (the “Loan Agreement”).  Capitalized terms 
used but not otherwise defined herein shall have the meanings assigned to them in the Bond Indenture and the Loan 
Agreement. 

Section 1.   Purpose of Agreement 

Inasmuch as the Bonds are limited obligations of the Issuer, no financial or operating data concerning it is 
material to any decision to purchase, hold or sell the Bonds, and the Issuer has not covenanted to provide such 
information.  The Borrower (on behalf of itself and as the Obligated Group Representative) has undertaken all 
responsibilities for any continuing disclosure to holders of the Bonds as described herein. 

This Undertaking is being executed and delivered by the Borrower for the benefit of the registered owners of 
the Bonds (for such purpose beneficial owners of the Bonds shall also be considered registered owners of the Bonds) 
and to assist Robert W. Baird & Co. Incorporated (the “Underwriter”) in complying with paragraph (b)(5) of Securities 
and Exchange Commission (“SEC”) Rule 15c2-12 (17 C.F.R. § 240.15c2-12) (the “Rule”).  This Undertaking 
constitutes the written undertaking required by the Rule.  Each and every filing made hereunder shall be disseminated 
by transmission to the Municipal Securities Rulemaking Board (the “MSRB”) through the Electronic Municipal 
Market Access (“EMMA”) System at www.emma.msrb.org or any successor system that the MSRB may prescribe.  
Such filings will be in the format and will be accompanied by the identifying information prescribed by the MSRB. 

Section 2.   Defined Terms 

“Annual Compliance Certificate” means the certificate set forth in EXHIBIT A to this Undertaking. 

“Annual Report” means the reports required to be provided pursuant to Section 3 hereof. 

“Dissemination Agent” means any agent who has executed a dissemination agency agreement with the 
Borrower and the successors and assigns of such agent. 

“Fiscal Year” means the reporting fiscal year of the Borrower, which as of the date of this Undertaking 
commences on July 1st of each calendar year and ends on June 30th of the following calendar year. 

“Listed Events” means any of the events listed in Section 5 of this Undertaking.  

“Master Indenture” means the Master Indenture of Trust, dated as of December 1, 2018, by and among the 
Members of the Obligated Group and Zions Bancorporation, National Association, as Master Trustee, as supplemental 
and amended. 

“Members of the Obligated Group” means the Members of the Obligated Group as defined in the Master 
Indenture.  On the date of execution hereof, the Borrower is the sole Member of the Obligated Group. 



 

H-2 

“Obligated Group Representative” means the Borrower, which for purposes of this Undertaking shall be the 
Obligated Group Representative, as defined in the Master Indenture. 

“Limited Offering Memorandum” means the Limited Offering Memorandum, dated November 15, 2018, 
relating to the Bonds. 

“Pledged Schools” means each of the charter schools operated by the Borrower which are defined collectively 
as Pledged Schools in the Master Indenture. 

Section 3. Annual Reports 

Each Annual Report may be submitted as a single document or as separate documents comprising a package, 
and may include by specific reference other information provided pursuant to this Undertaking.  If the Borrower fails 
to provide any Annual Report within the time periods required hereby, then they shall promptly send a notice of such 
failure in the manner required under this Undertaking. 

Each year, within six months after the end of the immediately preceding Fiscal Year, commencing with the 
Fiscal Year that ends June 30, 2019, the Borrower shall cause the Dissemination Agent to provide for dissemination, 
in the manner required under this Undertaking, an Annual Report for the immediately preceding Fiscal Year which 
shall include all annual information pertinent to such Fiscal Year as provided below: 

(i) Audited Financials.  Each Annual Report shall include a copy of the annual audited financial 
statements for the Borrower for the immediately preceding Fiscal Year, together with copies of any accompanying 
management letters and copies of the accompanying audit reports; provided, however, that such annual audited 
financial statements may be submitted separately from the balance of the Annual Report and that, if such audited 
financial statements are not available within six months of the end of the immediately preceding Fiscal Year, then the 
Borrower shall provide unaudited financial statements by that date and shall subsequently provide the pertinent audited 
financial statements as soon as they become available. 

(ii) Updated Table Data from Appendix B to the Limited Offering Memorandum.  Each Annual Report 
shall include updated financial information and operating data with respect to the Borrower and the Pledged Schools 
of the general type included in Appendix B to the Limited Offering Memorandum provided in the following tables, 
but subject to adjustments as may be noted below: 

(a) Table 9:  Historical and Projected Enrollment, provided, however, that only historical data 
will be provided; 

(b) Table 10:  Student Retention Rates; 

(c) Table 17:  Benjamin Franklin Charter School AzMERIT Results (Percent Passing), or any 
successor assessment tool implemented by the State, provided, however, such results shall be the most recent data 
available at the time the Annual report is delivered; and 

(d) Table 18: Results of School Accountability Grades, or any successor grading tool 
implemented by the State, for the Pledged Schools, provided, however, such annual testing results shall only be 
reported to the extent that they have been released by the State. 

Section 4. Compliance Certificate 

Each Annual Report shall include an executed Annual Compliance Certificate which shall include 
calculations of the Fund Balance/Net Asset Covenant, the Liquidity Covenant and the Debt Service Coverage Ratio 
Covenant required pursuant to Section 3.14 of the Master Indenture.  The form of the Annual Compliance Certificate 
is set forth in EXHIBIT A to this Undertaking. 
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Section 5.   Listed Events 

(a) This Section 5 shall govern the giving of notices of the occurrence of any of the following events 
with respect to the Bonds: 

1. Principal and interest payment delinquencies; 

2. Non-payment related defaults, if material; 

3. Unscheduled draws on debt service reserves reflecting financial difficulties; 

4. Unscheduled draws on credit enhancements reflecting financial difficulties; 

5. Substitution of credit or liquidity providers, or their failure to perform; 

6. Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final 
determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other material notices or 
determinations with respect to the tax status of the Series 2018A Bonds, or other material events affecting the tax 
status of the Series 2018B Bonds; 

7. Modification to rights of holders of the Bonds, if material; 

8. Bonds calls, if material, and tender offers; 

9. Defeasances; 

10. Release, substitution or sale of property securing repayment of the Bonds, if material; 

11. Rating changes; 

12. Bankruptcy, insolvency, receivership or similar event of the Issuer or the Borrower; 

13.  The consummation of a merger, consolidation, or acquisition involving the Issuer or the Borrower 
or the sale of all or substantially all of their respective assets, other than in the ordinary course of business, the entry 
into a definitive agreement to undertake such an action or the termination of a definitive agreement relating to any 
such actions, other than pursuant to its terms, if material; and 

14. Appointment of a successor or additional trustee or the change of name of a trustee, if material. 

For the purposes of the event identified in subsection (a)12. above, the event is considered to occur when any 
of the following occur:  the appointment of a receiver, fiscal agent or similar officer for the Issuer or the Borrower in 
a proceeding under the U.S. Bankruptcy Code or in any other proceeding under state or federal law in which a court 
or governmental authority has assumed jurisdiction over substantially all of the assets or business of the Issuer or the 
Borrower, or if such jurisdiction has been assumed by leaving the existing governing body and officials or officers in 
possession but subject to the supervision and orders of a court or governmental authority, or the entry of an order 
confirming a plan of reorganization, arrangement or liquidation by a court or governmental authority having 
supervision or jurisdiction over substantially all of the assets or business of the Issuer or the Borrower. 

(b) When a Listed Event occurs, the Borrower shall, in a timely manner not in excess of 10 Business Days after 
the occurrence of the Listed Event, file a notice of such occurrence with the MSRB.  Notwithstanding the foregoing, 
notice of Listed Events described in subsections (a)(8) and (9) need not be given under this subsection any earlier 
than the notice (if any) of the underlying event is given to holders of affected Bonds pursuant to the Bond Indenture 
or the Loan Agreement. 
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(c) Unless otherwise required by law, the Borrower shall submit the information in the format 
prescribed by the MSRB, as described in Section 1 of this Undertaking. 

Section 6.   Dissemination Agent 

The Borrower may, from time to time, appoint or engage a Dissemination Agent to assist the Borrower in 
satisfying the obligations of the Borrower hereunder and may discharge any such Dissemination Agent, with or 
without appointing a successor Dissemination Agent.  The Dissemination Agent shall not be responsible in any manner 
for the content of any notice or report prepared by the Borrower pursuant to this Undertaking.  Notwithstanding 
anything to the contrary herein, the Dissemination Agent shall not be responsible for any determination as to the 
adequacy of the contents or format of any Annual Report or as to the materiality of any Listed Event. 

Section 7.   Termination of Obligations 

Pursuant to paragraph (b)(5)(iii) of the Rule, the obligation of the Borrower to provide financial and operating 
information and notices of listed events, as set forth herein, shall terminate if and when the Borrower no longer remains 
an obligated person with respect to the Bonds, which shall occur upon either payment of the Bonds in full or the legal 
defeasance of the Bonds in accordance with the Indenture. 

Section 8.   Enforceability and Remedies 

This Undertaking is intended to be for the sole benefit of the Underwriter and the registered owners of the 
Bonds (for such purpose beneficial owners of the Bonds shall also be considered registered owners of the Bonds) and 
shall create no rights in any other person or entity. 

This Undertaking shall be enforceable by or on behalf of any registered owner of the Bonds, provided that 
the right of any registered owner to challenge the timely filing, failure to file or the adequacy of the information 
furnished pursuant to this Undertaking shall be limited to an action by or on behalf of registered owners representing 
at least 25 percent of the aggregate outstanding principal amount of the Bonds.  This Undertaking is also enforceable 
on behalf of the registered owners of the Bonds by the Bond Trustee, and the Bond Trustee may, and upon the written 
direction of the registered owners of not less than 25 percent of the aggregate outstanding principal amount of the 
Bonds or the Underwriter shall, proceed to protect and enforce the rights of the registered owners of the Bonds pursuant 
to this Undertaking; provided that in all cases the Bond Trustee shall be entitled to the indemnification and other 
provisions of the Bond Indenture with regard to any actions, and prior to proceeding at the request or direction of the 
Underwriter the Bond Trustee may require the same types of indemnification and related protections from the 
Underwriter to which the Bond Trustee would otherwise be entitled under the Bond Indenture if so requested or 
directed by the registered owners.  

Any failure by the Borrower to comply with the provisions of this Undertaking shall not be an Event of 
Default under the Loan Agreement or the Bond Indenture.  The registered owners’ and the Bond Trustee’s rights to 
enforce the provisions of this Undertaking shall be limited solely to a right, by action in mandamus or for specific 
performance, to compel the Borrower to perform under this Undertaking, and its directors, officers and employees 
shall incur no liability under this Undertaking by reason of any act or failure to act hereunder.  Without limiting the 
generality of the foregoing, neither the commencement nor the successful completion of an action to compel 
performance under this Section shall entitle the Bond Trustee or any other person to attorneys’ fees, financial damages 
of any sort or any other relief other than an order or injunction compelling performance. 

Section 9.   Amendment 

Notwithstanding any other provision of this Undertaking, the Borrower may amend this Undertaking, and 
any provision of this Undertaking may be waived, without the consent of the registered owners, under the following 
conditions: 



 

H-5 

(a) The amendment or waiver may only be made in connection with a change in circumstances that 
arises from a change in legal requirements, change in law or change in the identity, nature or status of the Borrower 
or type of business conducted; 

(b) This Undertaking, as amended or with the provision so waived, would have complied with the 
requirements of the Rule at the time of the primary offering, after taking into account any amendments or 
interpretations of the Rule, as well as any change in circumstances; and 

(c) The amendment or waiver does not materially impair the interest of registered owners of the Bonds, 
as determined either by parties unaffiliated with the Borrower (which shall include nationally recognized bond 
counsel, or any other party determined by such counsel to be unaffiliated), or by approving vote of registered owners 
of the Bonds. 

The Borrower shall provide notice of each amendment or waiver for dissemination in the manner specified 
herein.  The initial annual financial or operating information provided by the Borrower after the amendment or waiver 
shall explain, in narrative form, the reasons for the amendment or waiver and the effect of the change in the type of 
operating data or financial information being provided. 

Section 10.   Counterparts 

This Undertaking may be executed in several counterparts, each of which shall be an original and all of which 
shall constitute one instrument. 

IN WITNESS WHEREOF, I have set my hand as of the date set forth above. 

BENJAMIN FRANKLIN CHARTER SCHOOL – QUEEN CREEK 

By       
Name:     
Title:      
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EXHIBIT A 
FORM OF ANNUAL COMPLIANCE CERTIFICATE 

Issuer: The Industrial Development Authority of the County of Maricopa 

Bond Issue:  $71,715,000 Education Revenue Bonds (Benjamin Franklin Charter School Projects), 
Series 2018A and $615,000 Education Revenue Bonds (Benjamin Franklin Charter 
School Projects), Taxable Series 2018B 

Bond Trustee: Zions Bancorporation, National Association 

Borrower: Benjamin Franklin Charter School – Queen Creek, an Arizona nonprofit corporation 

THIS ANNUAL COMPLIANCE CERTIFICATE is delivered by the Borrower to the Issuer and Bond 
Trustee, in connection with the Master Indenture, dated as of December 1, 2018 (the “Master Indenture”), as amended, 
between the Borrower, as the sole initial member of an obligated group, and the trustee named therein, entered into in 
connection with financing the facilities for operation of the Pledged Schools identified below, the Rent from which is 
used, in part, for payment of the Bond Issue.  Defined terms used in this certificate and not defined herein shall have 
the meanings established in the Master Indenture. 

The below calculations are for the Fiscal Year End Calculation Date of June 30, _______ 

Pledged Schools 

As of the calculation date indicated above, the Pledged Schools are as follows: 

Benjamin Franklin Charter School – Gilbert Campus 
Benjamin Franklin Charter School – Crismon Campus 
Benjamin Franklin Charter School – Power Campus 
Benjamin Franklin High School 
 
________________________________________________________________ 
[Identify any other schools that are Pledged Schools on the line above.] 

Fund Balance/Net Asset Covenant 

The Borrower has covenanted and agreed to maintain effective Fiscal Year 2023 an unrestricted fund balance 
or net asset balance in its general fund that equals not less than 5% of the sum of Operating Expenses and Required 
Payments for the prior Fiscal Year in the aggregate (referred to as the “Reserve Balance”).  The calculation of the 
Reserve Balance is as follows: 

(A)  $______________ aggregate general fund unrestricted balance at the end of the Fiscal Year 

(B)  $______________ Fiscal Year Operating Expenses 

(C)  $______________ Fiscal Year Required Payments 

(D)  $______________ 5% of the sum of the above lines (B) and (C) 

Liquidity Covenant 

The Borrower is to maintain Days Cash on Hand in an amount that causes the Days Cash on Hand to equal 
to at least 45 days. 
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“Days Cash on Hand” means, as of any date of determination, the product of 365 times a fraction, (a) the 
numerator of which is the aggregate amount of the Obligated Group’s (i) unrestricted cash for the Pledged Schools, 
(ii) unrestricted investments for the Pledged Schools, and (iii) board designated funds for the Pledged Schools that are 
not otherwise restricted (either permanently or temporarily) as to their use; and (b) the denominator of which is 
Operating Expenses, in each case, for the period of four fiscal quarters ended on the date of determination, and 
determined in accordance with generally accepted accounting principles. 

(A)  $______________ Unrestricted amounts identified in (a) above 

(B)  $______________ Fiscal Year Operating Expenses 

(C)  ______________ line (A) divided by line (B) 

(D)  ______________ Days Cash on Hand [line (C) multiplied by 365] 

Debt Service Coverage Ratio 

“Debt Service Coverage Ratio” means, for the indicated period, the ratio obtained by dividing (i) the Net 
Income Available for Debt Service for the prior Fiscal Year by (ii) the Debt Service Requirement. 

(A)  $______________ Pledged Revenues  

(B)  $______________ Fiscal Year Operating Expenses 

(C)  $______________  Net Income Available for Debt Service [line (A) minus by line (B)] 

(D)  $______________ Debt Service Requirement 

(E)  ______ x Debt Service Coverage Ratio [line (C) divided by line (D)] 

Insurance Compliance 

The Borrower is in compliance with the insurance requirements set forth in Section 3.11 of the Master 
Indenture.  Evidence of such compliance has been delivered to the Master Trustee on or about the date of the delivery 
of this Certificate and we hereby authorize the Master Trustee to make such evidence available to the holders of the 
Bonds upon their request. 

Certification 

The undersigned, as the Chief Executive Officer or the Chief Financial Officer of the Borrower, hereby 
certifies that she or he are authorized to make the representations contained in this Certificate and that (a) they have 
reviewed the applicable financing document covenants and definitions relating to the representations made herein; (b) 
they have reviewed the annual audited financial statements of the Borrower and, to the extent necessary, unaudited 
financial information for the purpose of making the representations made herein; and (c) the applicable financing 
document conditions and covenants for which this certification has been made has been complied with. 
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Date of Certificate Execution:       

BENJAMIN FRANKLIN CHARTER SCHOOL – 
QUEEN CREEK 

By         
Name:       
Title:       
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APPENDIX I 

BOOK-ENTRY ONLY SYSTEM 

THE INFORMATION PROVIDED IN THIS APPENDIX I HAS BEEN PROVIDED BY DTC.  NO 
REPRESENTATION IS MADE BY THE ISSUER AS TO THE ACCURACY OR ADEQUACY OF SUCH 
INFORMATION PROVIDED BY DTC OR AS TO THE ABSENCE OF MATERIAL ADVERSE CHANGES IN 
SUCH INFORMATION SUBSEQUENT TO THE DATE HEREOF. 

The Depository Trust Company (“DTC”), New York, New York, will act as securities depository for the 
Bonds.  The Bonds will be issued as fully-registered securities registered in the name of Cede & Co. (DTC’s 
partnership nominee) or such other name as may be requested by an authorized representative of DTC.  One fully 
registered certificate will be issued for each maturity of each series of the Bonds, each in the aggregate principal 
amount of such maturity, and will be deposited with DTC. 

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New York 
Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the Federal 
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code, and a 
“clearing agency” registered pursuant to the provisions of section 17A of the Securities Exchange Act of 1934.  DTC 
holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate and 
municipal debt issues, and money market instruments (from over 100 countries) that DTC’s participants (“Direct 
Participants”) deposit with DTC.  DTC also facilitates the post-trade settlement among Direct Participants of sales 
and other securities transactions in deposited securities, through electronic computerized book-entry transfers and 
pledges between Direct Participants’ accounts.  This eliminates the need for physical movement of securities 
certificates.  Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, 
clearing corporations and certain other organizations.  DTC is a wholly owned subsidiary of The Depository Trust & 
Clearing Corporation (“DTCC”).  DTCC is the holding company for DTC, National Securities Clearing Corporation 
and Fixed Income Clearing Corporation, all of which are registered clearing agencies.  DTCC is owned by the users 
of its regulated subsidiaries.  Access to the DTC system is also available to others such as both U.S. and non-U.S. 
securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain a 
custodial relationship with a Direct Participant, either directly or indirectly (“Indirect Participants” and, with Direct 
Participants, the “Participants”).  DTC has a Standard & Poor’s rating of AA+.  The DTC Rules applicable to its 
Participants are on file with the Securities and Exchange Commission.  More information about DTC can be found at 
www.dtcc.com. 

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which receive a 
credit for the Bonds on DTC’s records.  The ownership interest of each actual purchaser of each Bond (“Beneficial 
Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records.  Beneficial Owners will not receive 
written confirmation from DTC of their purchase.  Beneficial Owners are, however, expected to receive written 
confirmations providing details of the transaction, as well as periodic statements of their holdings, from the Direct 
Participant or Indirect Participant through which the Beneficial Owner entered into the transaction.  Transfers of 
ownership interests in the Bonds are to be accomplished by entries made on the books of Direct Participants and 
Indirect Participants acting on behalf of Beneficial Owners.  Beneficial Owners will not receive certificates 
representing their ownership interests in Bonds, except in the event that use of the book-entry-only system for the 
Bonds is discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are registered in the 
name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an authorized 
representative of DTC.  The deposit of Bonds with DTC and their registration in the name of Cede & Co. or such 
other DTC nominee do not effect any change in beneficial ownership.  DTC has no knowledge of the actual Beneficial 
Owners of the Bonds; DTC’s records reflect only the identity of the Direct Participants to whose accounts such Bonds 
are credited, which may or may not be the Beneficial Owners.  The Direct Participants and Indirect Participants will 
remain responsible for keeping account of their holdings on behalf of their customers. 
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Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to 
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by 
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.  
Beneficial Owners of Bonds may wish to take certain steps to augment the transmission to them of notices of 
significant events with respect to the Bonds, such as redemptions, tenders, defaults and proposed amendments to the 
Bonds documents.  For example, Beneficial Owners of Bonds may wish to ascertain that the nominee holding the 
Bonds for their benefit has agreed to obtain and transmit notices to Beneficial Owners.  In the alternative, Beneficial 
Owners may wish to provide their names and addresses to the Bond Trustee and request that copies of notices be 
provided directly to them. 

Redemption notices shall be sent to DTC.  If less than all of the Bonds of a single maturity are being 
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant to be redeemed. 

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to the Bonds 
unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures.  Under its usual procedures, 
DTC mails an Omnibus Proxy to the Bond Trustee as soon as possible after the record date.  The Omnibus Proxy 
assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts the Bonds are credited 
on the record date (identified in a listing attached to the Omnibus Proxy). 

Principal and interest payments on the Bonds will be made by the Bond Trustee to Cede & Co., or such other 
nominee as may be requested by an authorized representative of DTC.  DTC’s practice is to credit Direct Participants’ 
accounts, upon DTC’s receipt of funds and corresponding detail information from the Issuer or the Bond Trustee on 
the payable date in accordance with their respective holdings shown on DTC’s records.  Payments by Participants to 
Beneficial Owners will be governed by standing instructions and customary practices, as is the case with securities 
held for the accounts of customers in bearer form or registered in “street name”, and will be the responsibility of such 
Participant and not of DTC, the Bond Trustee, the Issuer or the Borrower, subject to any statutory or regulatory 
requirements as may be in effect from time to time.  Payment of principal and interest to Cede & Co. (or such other 
nominee as may be requested by an authorized representative of DTC) is the responsibility of the Bond Trustee, 
disbursement of such payments to Direct Participants shall be the responsibility of DTC, and disbursement of such 
payments to the Beneficial Owners shall be the responsibility of Direct and Indirect Participants. 

DTC may discontinue providing its services as securities depository with respect to the Bonds at any time by 
giving reasonable notice to the Bond Trustee and the Issuer.  Under such circumstances, in the event that a successor 
securities depository is not obtained, Bond certificates are required to be printed and delivered. 

The Issuer or the Bond Trustee may decide to discontinue use of the system of book-entry-only transfers 
through DTC (or a successor securities depository).  In that event, Bonds will be printed and delivered. 

NEITHER THE ISSUER NOR THE BOND TRUSTEE WILL HAVE ANY RESPONSIBILITY OR 
OBLIGATION TO DTC, DIRECT PARTICIPANTS OR INDIRECT PARTICIPANTS WITH RESPECT TO (1) 
THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC, ANY DIRECT PARTICIPANT, OR ANY 
INDIRECT PARTICIPANT; (2) ANY NOTICE THAT IS PERMITTED OR REQUIRED TO BE GIVEN TO THE 
REGISTERED OWNERS OF THE BONDS PURSUANT TO THE BOND INDENTURE; (3) THE SELECTION 
BY DTC OR ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF ANY PERSON TO RECEIVE 
PAYMENT IN THE EVENT OF A PARTIAL REDEMPTION OF THE BONDS; (4) THE PAYMENT BY DTC 
OR ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF ANY AMOUNT WITH RESPECT TO THE 
PRINCIPAL OR REDEMPTION PREMIUM, IF ANY, OR INTEREST DUE WITH RESPECT TO THE BONDS; 
(5) ANY CONSENT GIVEN OR OTHER ACTION TAKEN BY DTC AS THE REGISTERED OWNER OF 
BONDS; OR (6) ANY OTHER MATTERS. 
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The foregoing description of the procedures and record-keeping with respect to beneficial ownership interests 
in the Bonds, payment of principal, redemption price and interest with respect to the Bonds to Participants or 
Beneficial Owners, confirmation and transfer of beneficial ownership interests in the Bonds and other related 
transactions by and between DTC, the Participants and the Beneficial Owners is based solely on information provided 
by DTC.  Accordingly, no representations can be made concerning these matters and neither the Participants nor the 
Beneficial Owners should rely on the foregoing information with respect to such matters, but should instead confirm 
the same with DTC or the Participants, as the case may be. 
 



[THIS PAGE INTENTIONALLY LEFT BLANK] 



 

J-1 

APPENDIX J 

FORM OF INVESTOR LETTER 

__________, 2018 

The Industrial Development Authority of the County of 
Maricopa 
301 W. Jefferson Street, 10th Floor 
Phoenix, AZ 85003 

Zions Bancorporation, National Association 
8900 W. Main Street, Ste. 700 
Boise, Idaho 83702 

Robert W. Baird & Co., Incorporated 
210 University Boulevard, # 460 
Denver, CO  80206 
 

 

 
Re: $71,715,000 The Industrial Development Authority of the County of Maricopa Education Revenue 

Bonds (Benjamin Franklin Charter School Projects), Series 2018A (the “Series 2018A Bonds”) and 
$615,000 The Industrial Development Authority of the County of Maricopa Education Revenue 
Bonds (Benjamin Franklin Charter School Projects), Taxable Series 2018B (the “Series 2018B 
Bonds”) (collectively, the “Bonds”) 

Ladies and Gentlemen: 

The undersigned (the “Investor”) hereby acknowledges that it is purchasing $__________ of the Series 
2018A Bonds and $_________ of the Series 2018B Bonds, issued pursuant to a Bond Indenture, dated as of 
December 1, 2018 (the “Bond Indenture”) between The Industrial Development Authority of the County of Maricopa 
(the “Issuer”) and Zions Bancorporation, National Association, as trustee (the “Bond Trustee”).  Capitalized terms not 
otherwise defined have the meanings ascribed to such terms in the Bond Indenture. 

The undersigned acknowledges that the Bonds are being delivered for the purpose of financing the acquisition 
and renovation of certain educational facilities located in Queen Creek and Gilbert, Arizona (the “Project”), on behalf 
of Benjamin Franklin Charter School – Queen Creek, an Arizona nonprofit corporation (the “Borrower”), as more 
particularly described in the Bond Indenture. 

In connection with the sale of the Bonds to the Investor, the Investor hereby makes the following 
representations upon which you may rely: 

1. The Investor has authority and is duly authorized to purchase the Bonds and to execute this letter 
and any other instruments and documents required to be executed by the Investor in connection with the purchase of 
the Bonds. 

2. The Investor is either (1) a “qualified institutional buyer” as defined in Rule 144A promulgated 
under the Securities Act of 1933 (the “Securities Act”); or (2) an “accredited investor” as defined in Sections 501(a)(1) 
through (3) of Regulation D promulgated under the Securities Act and therefore has sufficient knowledge and 
experience in financial and business matters, including in the 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 Bonds. 

3. The Bonds are being acquired by the Investor for investment and not with a view to, or for resale in 
connection with, any distribution of the Bonds, and the Investor intends to hold the Bonds solely for its own account 
for investment purposes and for an indefinite period of time, and does not intend at this time to dispose of all or any 
part of the Bonds.  However, the Investor may sell the Bonds at any time the Investor deems appropriate, subject to 
the transfer restrictions set forth in the Bonds and in the Bond Indenture. The Investor understands that it may need to 
bear the risks of this investment for an indefinite time, since any sale prior to maturity may not be possible. 
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4. The Investor understands that the Bonds are not registered under the 1933 Act and that such 
registration is not legally required as of the date hereof; and further understands that the Bonds (a) are not being 
registered or otherwise qualified for sale under the “Blue Sky” laws and regulations of any state, (b) will not be listed 
in any stock or other securities exchange, and (c) may not be readily marketable due to restrictions on transfer. 

5. The Investor acknowledges that it has either been supplied with or been given access to information, 
including financial statements and other financial information which it has requested from the Borrower, to which a 
reasonable investor would attach significance in making investment decisions, and the Investor has had the opportunity 
to ask questions and receive answers from knowledgeable individuals, including its own counsel, concerning the 
Borrower, the Project, the Bond Indenture, the Loan Agreement and the Bonds and the security therefor so that, as a 
reasonable investor, the Investor has been able to make a decision to purchase the Bonds.  The Investor has received 
a copy of the Preliminary Limited Offering Memorandum, dated _________, 2018, and a copy of the Limited Offering 
Memorandum, dated _____, 2018, relating to the Bonds.  The Investor acknowledges that it has not relied upon any 
advice, counsel, representation or information of the Issuer in connection with the Investor’s purchase of the Bonds. 

6. The Investor acknowledges that the obligations of the Issuer under the Bond Indenture are special, 
limited obligations payable solely from amounts paid to the Issuer from the Borrower pursuant to the terms of the 
Loan Agreement and the Issuer shall not be directly or indirectly or contingently or morally obligated to use any other 
moneys or assets of the Issuer for amounts due under the Bond Indenture. The Investor understands that the Bonds 
are not secured by any pledge of any moneys received or to be received ‘from taxation by the Issuer (which has no 
taxing power), Maricopa County, Arizona, the State of Arizona or any political subdivision or taxing district thereof; 
that the Bonds will never represent or constitute a general obligation or a pledge of the faith and credit of the Issuer, 
Maricopa County, Arizona, the State of Arizona or any political subdivision thereof; that no right will exist to have 
taxes levied by the State of Arizona or any political subdivision thereof for the payment of principal of and interest on 
the Bonds; and that the liability of the Issuer and the State of Arizona with respect to the Bonds is subject to further 
limitations as set forth in the Bonds and the Bond Indenture. 

7. The Investor has made its own inquiry and analysis with respect to the Bonds and the security 
therefor, and other material factors affecting the security and payment of the Bonds. The Investor is aware that the 
business of the Borrower involves certain economic and regulatory variables and risks that could adversely affect the 
security for the Bonds.  The Investor has reviewed the documents executed in conjunction with the issuance of the 
Bonds, or summaries thereof, including, without limitation, the Bond Indenture and the Loan Agreement.  

8. The Investor acknowledges and agrees that the Issuer takes no responsibility for, and makes no 
representation to the Investor, or any subsequent purchaser, with regard to, a sale, transfer or other disposition of the 
Bonds in violation of the provisions hereof, or any securities law or income tax law consequences thereof. The Investor 
also acknowledges that, with respect to the Issuer’s obligations and liabilities, the Investor is solely responsible for 
compliance with the sales restrictions on the Bonds in connection with any subsequent transfer of the Bonds made by 
the Investor. 

9. The Investor agrees that it is bound by and will abide by the provisions of the Bond Indenture, the 
restrictions noted on the face of the Bonds and this Investor Letter. The Investor will comply with all applicable federal 
and state securities laws, rules and regulations in connection with any resale or transfer of the Bonds by the Investor. 

10. The Investor acknowledges that the sale of the Bonds to the Investor is made in reliance upon the 
certifications, representations and warranties herein by the addressees hereto. 

11. The Investor hereby waives any and all claims, actions, or causes of action which the Investor may 
have from and after the date hereof against the Issuer and its members, officers, agents, and employees, growing out 
of any action (other than gross negligence or willful misconduct) which the Issuer took or could have taken in 
connection with the authorization, execution, delivery, and sale of the Bonds or the purchase of the Bonds by the 
undersigned or in connection with any statements or representations which induced the undersigned to purchase the 
Bonds. This waiver does not go to the Borrower, Underwriter, or their counsel, their respective members, officers, 
agents, or employees. 
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12. The interpretation of the provisions hereof shall be governed and construed in accordance with 
Arizona law without regard to principles of conflicts of laws. 

Dated: ____________, 20__ 

Very truly yours, 

  
[INVESTOR] 

By:  
Name:  
Title:  
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