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Phoenix Education Management, LLC — Entity ID: 4340
School: SABIS International School

Renewal Executive Summary

| I. Performance Summary

Area Acceptable Not Acceptable
Academic Framework O
Financial Framework O X
Operational Framework Not Yet Rated Not Yet Rated
P See Section V See Section V

Phoenix Education Management, LLC met the Board’s Academic Performance Expectations as set forth
in the Performance Framework adopted by the Board and was waived from submitting the Academic
Performance Section of the renewal application.

The Charter Holder did not meet the Financial Performance Expectations of the Board as set forth in the
Performance Framework and was required to submit a Financial Performance Response.

The Charter Holder does have compliance matters, which are described in the “Adherence to the Terms
of the Charter” section of this report.

Il. Profile

Phoenix Education Management, LLC operates one school serving grades K-8. The graph below shows
the Charter Holder’s actual 100" day average daily membership (ADM) for fiscal years 2011-2015.

Phoenix Educational Management LLC
SABIS International School
Total Charter Enrollment FY2011 - FY2015
800 698.19
700 o 622.317
600 L — = 673.695
500 629239 634.265
400
300
200
100
0
FY2011 FY2012 FY2013 FY2014 FY2015

ASBCS, June 15, 2015 Page 1






The academic performance of SABIS International School is represented in the table below. The
Academic Dashboard for the school can be seen in the portfolio: c. Academic Dashboard.

school Name Obened Current 2012 Overall | 2013 Overall | 2014 Overall
P Grades Served Rating Rating Rating
SABIS International School 09/01/2001 K-8 78.13/A 70.62/B 69.38/B

The demographic data for SABIS International School from the 2014-2015 school year is represented in
the chart below.’

Phoenix Education Management, LLC
SABIS International School
2014-2015 Demographic Breakdown

1% 2% 3%

22%
= White

W African American
Hispanic
American Indian

W Pacific Islander

72%

The percentage of students who were eligible for Free and Reduced Lunch, classified as English
Language Learners, and classified as students with disabilities in the 2014-2015 school year is
represented in the table below.?

Category SABIS International School
Free and Reduced Lunch (FRL) *
English Language Learners (ELLs) *
Special Education 13%

Phoenix Education Management, LLC has not been brought before the Board for any items or actions in
the past 12 months.

! Information provided by the Research and Evaluation Division of the ADE.
? Information provided by the Research and Evaluation Division of the ADE. If the percentage of students in a non-ethnicity-
based demographic group is not reported or is 0% or 100%, the percentage for that demographic group was redacted.
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lll. Success of the Academic Program

The academic performance of the school operated by the Charter Holder meets the Board’s Academic
Performance Expectations set forth in the Performance Framework adopted by the Board. Therefore,
the Charter Holder was not required to submit a Demonstration of Sufficient Progress.

| IV. Viability of the Organization

The Charter Holder was required to submit a Financial Performance Response because it did not meet
the Board’s Financial Performance Expectations, as reflected in the table below which includes the
Charter Holder’s financial data and financial performance for the last three audited fiscal years.

Financial Data

Statement of Financial Position
Cash $588,595 $351,203 $341,506
Unrestricted Cash $433,020 $240,680 $297,644

Other Liquidity - S0
Total Assets $726,534 $501,061 $425,838

Total Liabilities $26,293,859 $24,211,211 $22,163,812
Current Portion of Long-Term Debt &
Capital Leases - - -

Net Assets ($25,567,325)| ($23,710,150)| ($21,737,974)
Statement of Activities

Revenue $4,581,067 $4,183,915 $3,978,633
Expenses $6,438,242 $6,156,091 $6,096,493
Net Income ($1,857,175)|  ($1,972,176)|  ($2,117,860)
Change in Net Assets ($1,857,175) ($1,972,176) ($2,117,860)

Financial Statements or Notes
Depreciation & Amortization Expense $12,212 $17,112 $19,706
Interest Expense - - -

Lease Expense $1,157,840 $1,141,073 $1,157,779

Financial Performance

| e | 203 | 2012 [3yrcumulative

Going Concern No m No N/A
Unrestricted Days Liquidity* 24.55 17.82 N/A
Default No m No N/A
Net Income ($1,857,175)|  ($1,972,176)| ($2,117,860) N/A
Cash Flow $237,392 $9,697 ($1,159) $245,930
Fixed Charge Coverage Ratio (0.59) (0.71) (0.81) N/A

*For fiscal year 2012, the field reflects the charter holder's performance under the financial framework's

previous "Unrestricted Days Cash" measure.
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The Charter Holder’s Financial Performance Response has been provided in the meeting materials
(portfolio: e. Supplemented Financial Response).? Staff’s final evaluation of the Financial Performance
Response resulted in three “Acceptable” and zero “Not Acceptable” determinations (portfolio: d.
Financial Response Evaluation). An analysis of the Charter Holder’s financial performance, focusing on
those measures where the Charter Holder failed to meet the Board’s target and using information from
the Charter Holder’s Financial Performance Response and related documents, is provided below.

Net Income

The Charter Holder operates as part of the SABIS Educational Systems, Inc. (SABIS) network of schools.
SABIS implements the same educational model across its entire network, which currently serves
upwards of 65,000 students in 15 countries on four continents. The Charter Holder indicated “the
academic program provided to our students in Phoenix is not reduced, changed, or diluted based on the
funding received from the state.” In Arizona, the Charter Holder receives approximately two-thirds less
in per-pupil funding to provide the same academic program used in the SABIS network’s private school
in Minnesota. This situation contributed to the Charter Holder’s net losses (see table above).
Furthermore, the Charter Holder’s for-profit tax status created two other issues that place a drag on its
net income — annual property tax expenditures and lack of access to federal grant funds. Since the
Charter Holder is considered a subsidiary of SABIS, the Charter Holder has been able to incur substantial
operating losses as a part of its normal business practice.

Going forward, SABIS has made the decision to forgive any future annual net losses, so as to ensure the
Charter Holder has at least one dollar of net income annually. Due to this financial arrangement, the
Charter Holder projects to meet the Board’s target for this measure in 2015 and 2016.

Unrestricted Days Liquidity

The Charter Holder indicated that the same issues that impacted net income also resulted in less cash to
reach the Board’s target on this measure. The Charter Holder has secured a line of credit with SABIS. The
line of credit will allow the Charter Holder to project meeting the measure’s target in 2015 and 2016.

Fixed Charge Coverage Ratio (FCCR)

The Charter Holder indicated that the same issues that impacted net income and unrestricted days
liquidity also had an impact on the FCCR. The Charter Holder’s only fixed charge is the facility rent it pays
to a related party landlord. Due to the financial arrangement identified above, the Charter Holder
projects to improve its performance on this measure in 2015.

| V. Adherence to the Terms of the Charter

Does the delivery of the education program and operation reflect the essential terms of the educational
program as described in the charter contract?

Yes. Based on the available information in fiscal years 2013 and 2014 and the current fiscal year, the
Charter Holder’s education program, in operation, reflects the essential terms as described in the
charter contract.

Does the Charter Holder adhere with applicable education requirements defined in state and federal
law?

*0n May 5, 2015, Board staff emailed a copy of staff’s initial evaluation and provided a deadline by which the Charter Holder
could supplement its Financial Performance Response to address areas evaluated as “Not Acceptable”. By the deadline, the
Charter Holder submitted supplemental information.

ASBCS, June 15, 2015 Page 4






Yes. Based on the available information in fiscal years 2013 and 2014 and the current fiscal year, the
Charter Holder adheres with applicable education requirements defined in state and federal law.

Do the Charter Holder’s annual audit reporting packages reflect sound operations?

As reported in fiscal year 2014 and the current fiscal year, the Charter Holder complies with applicable
laws, rules, regulations and provisions of the charter contract relating to the fiscal years 2013 and 2014
annual audit reporting packages (“audit”), respectively.

As reported in fiscal year 2013, the Charter Holder complies with applicable laws, rules, regulations and
provisions of the charter contract relating to the audit, except that the fiscal year 2012 audit included a
second-time medium impact finding resulting from fingerprinting noncompliance. Specifically, the fiscal
year 2012 audit found four teachers with expired fingerprint clearance cards (FCC) as of the testing date.
Two of the four teachers with expired FCCs were new hires and due diligence was not performed prior
to hiring these two teachers. The Charter Holder did not ensure that the Arizona Department of Public
Safety received the applications prior to the hire date, did not document the necessity for hiring the
individuals prior to receiving a FCC, did not obtain statewide criminal history information on the
individuals and did not obtain references from the applicants’ current and previous employers.

Is the Charter Holder administering student admission and attendance appropriately?

Based on the available information and as reported in the current fiscal year, the Charter Holder
complies with applicable laws, rules, regulations and provisions of the charter contract relating to
administering student admission and attendance, except that an Average Daily Membership (ADM)
Audit by the Arizona Department of Education, Audit Unit found that in fiscal years 2012, 2013 and
2014, the Charter Holder did not accurately report some student enrollment data, which resulted in
ADM being understated by 1.41. As a result of these findings, the Audit Unit determined that the school
had been underfunded $8,457.33 in Basic State Aid that must be repaid by the State to the school.

Based on the available information and as reported in fiscal year 2014, the Charter Holder complies with
applicable laws, rules, regulations and provisions of the charter contract relating to administering
student admission and attendance, except that the fiscal year 2013 audit identified one student who
was not on the school’s internal computerized attendance system’s 40" day report, but was on the
Arizona Department of Education’s SAIS 40" day report, resulting in the overstatement of 15
membership days.

Based on the available information and as reported in fiscal year 2013, the Charter Holder complies with
applicable laws, rules, regulations and provisions of the charter contract relating to administering
student admission and attendance.

Is the Charter Holder maintaining a safe environment consistent with state and local requirements?
Based on the available information and as reported in fiscal year 2014 and the current fiscal year, the
Charter Holder complies with applicable laws, rules, regulations and provisions of the charter contract
relating to maintaining a safe environment.

Based on available information and as reported in fiscal year 2013, the Charter Holder complies with
applicable laws, rules, regulations and provisions of the charter contract relating to maintaining a safe
environment, except that the fiscal year 2012 audit identified a second-time medium impact finding
involving fingerprinting noncompliance (see above).

Is the Charter Holder transparent in its operations?
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Yes. Based on the available information in fiscal years 2013 and 2014 and the current fiscal year, the
Charter Holder complies with applicable laws, rules, regulations and provisions of the charter contract
relating to transparency of operations.

Is the Charter Holder complying with its obligations to the Board?

Yes. Based on the available information in fiscal years 2013 and 2014 and the current fiscal year, the
Charter Holder complies with applicable laws, rules, regulations and provisions of the charter contract
relating to its obligations to the Board.

Is the Charter Holder complying with reporting requirements of other entities to which the Charter
Holder is accountable?

Yes. Based on the available information in fiscal years 2013 and 2014 and the current fiscal year, the
Charter Holder complies with applicable laws, rules, regulations and provisions of the charter contract
relating to operational requirements monitored by other entities to which the Charter Holder is
accountable.

Is the Charter Holder complying with all other obligations?

Yes. Based on the available information in fiscal years 2013 and 2014 and the current fiscal year, the
Charter Holder complies with applicable laws, rules, regulations and provisions of the charter contract
relating to all other obligations.

VI. Board Options

Option 1: The Board may approve the renewal. Staff recommends the following language provided for
consideration: Renewal is based on consideration of academic, fiscal and contractual compliance of the
Charter Holder. In this case, the Charter Holder meets the Academic Performance Expectations set forth
in the Board’s Performance Framework. There is a record of past contractual noncompliance which has
been reviewed. With that taken into consideration as well as all information provided to the Board for
consideration of this renewal application package and during its discussion with representatives of the
Charter Holder, | move to approve the request for charter renewal and grant a renewal contract to
Phoenix Education Management, LLC.

Option 2: The Board may deny the renewal. The following language is provided for consideration: Based
upon a review of the information provided by the representatives of the Charter Holder and the
contents of the application package which includes the academic performance, the fiscal compliance,
and legal and contractual compliance of the Charter Holder over the charter term, | move to deny the
request for charter renewal and to not grant a renewal contract for Phoenix Education Management,
LLC . Specifically, the Charter Holder, during the term of the contract, failed to meet the obligations of
the contract or failed to comply with state law when it: (Board member must specify reasons the Board
found during its consideration.)
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Five-Year Interval Report

Five-Year Interval Report

Back to reports list

ARI1ZONA STATE BoARD FOR CHARTER ScHoOLS
Renewal Summary Review

Report Date:

Interval Report Details

04/22/2015

Report Type:

Charter Contract Information

Hide Section

Renewal

Charter Corporate Name:
Charter CTDS:

Charter Status:
Authorizer:

Number of Schools:

Charter Grade Configuration:

FY Charter Opened:
Charter Granted:

Corp. Commission File #

Corp. Commission Status
Date

Phoenix Education Management, LLC

07-87-16-000
Open

ASBCS

1

K-8

05/12/1997
R-0975189-5

12/31/2014

Charter Entity ID:

Contract Effective Date:
Contractual Days:

o SABIS International School:
Contract Expiration Date:
Charter Signed:

Corp. Commission Status

Corp. Type
Charter Enrollment Cap

Charter Contact Information

4340
07/02/2001

180
07/01/2016

06/06/2001

Charter Holder is in Good
Standing

For Profit

1200

Hide Section
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Phone:
Mission Statement:

Charter Representatives:

1903 East Roeser Road
Phoenix, AZ 85040

602-305-8865

Website:

Fax:

http://www.sabis.net
602-323-5526

The mission of SABIS International School is to provide a quality, college-preparatory education
to children of different races, nationalities, and backgrounds. The School will give students a
solid and broad academic basis and the critical-thinking and social-judgment skills to succeed

in the complex, modern world.

Name:
Mr. Udo Schulz

Academic Performance - SABIS International School
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uschulz@sabis.net

FCC Expiration Date:
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Open

1903 East Roeser
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602-305-8865
K-8

School CTDS:
Charter Entity ID:
School Open Date:
Website:

Fax:

FY 2014 100t Day ADM:

Academic Performance Per Fiscal Year

SABIS International School

07-87-16-001
4340
09/01/2001

602-323-5526
673.695
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Five-Year Interval Report

2012 2013 2014
Traditional Traditional Traditional
Elementary School (K-8) Elementary School (K to 8) | Elementary School (K to 8)
Poi : Poi : Poi .
1. GrOWth Measure As;)ilgnr;[;d Weight | Measure Assoilgnnt;d Weight | Measure ASSiIgnntZd Weight
1a. SGP Math 59 75 12.5 51 75 12.5 52 75 12.5
’ Reading 59 75 12.5 55 75 12.5 51 75 12.5
1b. SGP Bottom 25% Math 59 75 12.5 52 75 12.5 59 75 12.5
o 0 |
rReading |GGG - 63 75 | 125 | 555 75 | 12.5
. Poi . Poi . Poi .
2. Pr0f|C|ency Measure Asgilgnr;[;d Weight | Measure Asé)ilgnr;[;d Weight | Measure As;)ilgnntgd Weight
69 / 63.7 / 63.3 /
_ Math 63.8 75 7.5 64.2 50 7.5 63.6 50 7.5
2a. Percent Passing 79 / 814/
Reading 77.3 75 7.5 7é 5 75 7.5 78.7 / 79 50 7.5
2b. Composite School Math 7.2 75 7.5 &8 75 7.5 4.3 75 7.5
Comparison Reading 3 75 7.5 5.6 75 7.5 0.9 75 7.5
60 / 33.37 32.1/7
Math 428 75 2.5 405 50 2.5 358 50 3.75
2c. Subgroup ELL 57 / 1387 182 7
Reading 523 75 2.5 516 50 2.5 49 4 50 3.75
68 / 62.1 / 63.3 /
2c. Subgroup FRL Math 542 75 2.5 54.9 75 2.5 53 4 75 3.75
’ . 77/ 81.4/ 78.7/
Reading 69.6 75 2.5 711 75 2.5 71.4 75 3.75
Math L 50 | 25 [ L0841 s | 25 NR 0 0
2c. Subgroup SPED 36-/ o 5 ;
Reading 37.3 50 2.5 3é_4 50 2.5 NR 0 0
T Point : Point : Point .
3. State Accou ntab|||ty Measure As;)ilgnnéd Weight | Measure As;)ilgnnéd Weight | Measure Asg'gnn;d Weight
3a. State Accountability I B 75 5 B 75 5
Overall Ra‘“ng Overall Rating Overall Rating Overall Rating
Scoring for Overall Rating
89 or higher: Exceeds Standard
<89, but > or = to 63: Meets Standard
<63, but > or = to 39: Does Not Meet 78 13 100 70 62 100 6938 100
Standard
Less than 39: Falls Far Below Standard

Financial Performance Hide Section

Charter Corporate Name: Phoenix Education Management, LLC
Charter CTDS: 07-87-16-000 Charter Entity ID: 4340
Charter Status: Open Contract Effective Date: 07/02/2001
Financial Performance Hide Section

Phoenix Education Management, LLC

Fiscal Year 2013 Fiscal Year 2014
Near-Term Measures

Going Concern No Meets No Meets

Unrestricted Days Liquidity ii 24.55 Doﬁge'\i‘)t
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Five-Year Interval Report

Default

Sustainability Measures (Negative numbers indicated by

parentheses)

5232 Flow Detail by Fiscal -ty 5613 py 2012 FY 2011 FY 2014 FY 2013 FY 2012

Net Income

Fixed Charge Coverage Ratio

Cash Flow (3-Year Cumulative)

$9,697 ($1,159) $246,751  $237,392 $9,697 ($1,159)

Does Not Meet Board's Financial Performance Expectations

Charter/Legal Compliance Hide Section

Charter Corporate Name: Phoenix Education Management, LLC
Charter CTDS: 07-87-16-000 Charter Entity ID: 4340
Charter Status: Open Contract Effective Date: 07/02/2001

Year Timely Year Timely

2014 Yes 2015 Yes

2013 Yes 2014 Yes

2012 Yes 2013 Yes

2011 Yes 2012 Yes

2010 Yes 2011 Yes

Audit Compliance Hide Section

Charter Corporate Name: Phoenix Education Management, LLC
Charter CTDS: 07-87-16-000 Charter Entity ID: 4340
Charter Status: Open Contract Effective Date: 07/02/2001

Year Timely

2014 Yes

2013 Yes

2012 Yes

2011 Yes

2010 Yes

FY Issue #1

2014

2013 Student Attendance Matters
2012 Fingerprinting - Repeat
2011

2010 Fingerprinting
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Five-Year Interval Report

There were no repeat findings for fiscal years 2010 to 2014.
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SABIS International School

Academic Performance

Edit this section.

SABIS International School

2012 2013 2014
Traditional Traditional Traditional
Elementary School (K-8) | Elementary School (K to 8) | Elementary School (K to 8)
Poi q Poi q Poi q
1. Growth Measure As;.;":; d Weight | Measure As;'lgnr:: d Weight | Measure As:ilgnnt: d Weight
1a. SGP Math 59 75 12.5 51 75 12.5 52 75 12.5
) Reading 59 75 12.5 55 75 12.5 51 75 12.5
Math 59 75 12.5 52 75 12.5 59 75 12.5
1b. SGP Bottom 25%
°  Reading [[CENINEN 125 63 75 | 125 | 555 75 125
. . Poi . Poi . Poi .
2. Prof]c]ency Measure Assc,,i]gn:: 4 Weight | Measure As;lgnr:: 4 Weight | Measure As:i1gnnt¢: g Weight
69 / 63.7 / 63.3 /
. Math 63.8 75 7.5 64.2 50 7.5 63.6 50 7.5
2a. Percent Passing 79 81.4 /
Reading 77.3 75 7.5 78'5 75 7.5 |78.7 /79 50 7.5
2b. Composite Math 7.2 75 7.5 3.9 75 7.5 4.3 75 7.5
School
Comparison Reading 3 75 7.5 5.6 75 7.5 0.9 75 7.5
60 / 33.3/ 32.1/
Math 4.8 75 2.5 405 50 2.5 35.8 50 3.75
2c. Subgroup ELL 67 / 43.8 / 48.2 /
Reading 52.3 75 2.5 51.6 50 2.5 49 4 50 3.75
68 / 62.1 / 63.3 /
2c. Subgroup FRL Math 54.2 75 2.5 54.9 75 2.5 53.4 75 3.75
) ] 77 / 81.4 / 78.7 /
Reading 69.6 75 2.5 71.1 75 2.5 71.4 75 3.75
Math e 0 25 | WEEL 50 | s NR 0 0
2c. Subgroup SPED 36./ > 5 /
Reading 37.3 50 2.5 3é.4 50 2.5 NR 0 0
.rs Poi . Poi . Poi .
3. State Accountabi I]ty Measure Ass(,Ji]gn:z 4 Weight | Measure Ass(,)ilgn:; 4 Weight | Measure As:i1gnnt: g Weight
3a. State Accountability D B 75 5 B 75 5
Overall Rat]ng Overall Rating Overall Rating Overall Rating
Scoring for Overall Rating
89 or higher: Exceeds Standard
89, b =to 63: M Standard
:63; o o S e s P 78.13 100 70.62 100 69.38 100
Standard
Less than 39: Falls Far Below Standard
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Financial Performance Response Evaluation Instrument

Charter Holder Name: Phoenix Education Management, LLC Required for: Renewal
Charter Holder Entity ID: 4340 Audit Year: 2014

Arizona State Board for Charter Schools (Board) staff completed the Financial Performance Response Evaluation Instrument for the Board in its
consideration of applicable requests made by the charter holder. “Not Acceptable” answers may adversely affect the Board’s decision regarding
a charter holder’s request.

Measure Reason(s) for “Not Acceptable” Rating

1a. Going Concern
Acceptable O
Not Acceptable [
Not Applicable

1b. Unrestricted Days Liquidity
Acceptable
Not Acceptable [
Not Applicable [

1c. Default
Acceptable
Not Acceptable
Not Applicable

X OO

The charter holder identifies three reasons for the net loss in 2014. First, the academic program costs more to
2a. Net Income provide than what is received in revenues for state per-pupil funding. Second, the charter holder must pay property
Acceptable taxes due to its for-profit tax status. Third, the charter holder’s for-profit status makes it ineligible to receive federal
Not Acceptable grant funding, which the charter holder estimates would have been approximately $600,000 in 2014 based on
Not Applicable expenses. While the response does not support the basis for the federal grant funding amount of $600,000, the
response includes support for the other two reasons, which, by themselves, explain the net loss in 2014 as required
by Appendix C of the Board’s financial framework.

OOX
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Measure

Reason(s) for “Not Acceptable” Rating

2b. Cash Flow
Acceptable O
Not Acceptable [
Not Applicable

2c. Fixed Charge Coverage Ratio
Acceptable
Not Acceptable [
Not Applicable [
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PHOENIX EDUCATION MANAGEMENT, LLC

1903 East Roeser Road, Phoenix, AZ 85040 Telephone: (602) 305-8865 Fax: (602) 323-5526

To: Andrea Leder, Arizona State Board for Charter Schools
May 12, 2015

SABIS® Network schools, such as SABIS® International School, are utilizing the proprietary SABIS®
Educational System — a proven system that closes the achievement gap and graduates students ready for college
and career. The SABIS® Educational System is holistic system, integrated with a college-prep curriculum, a
proprietary teaching methodology and IT system, and a system for achieving high results with high accountability
for all. In order for the proprietary SABIS® Educational System to be implemented in its entirety and operate
effectively, its prerequisite components must be in place. These components are:

e the implementation of the SABIS® school management model, including all school management and quality
assurance systems and processes;

o the use of SABIS® intellectual property, including SABIS® teaching methodology and pedagogy;

e the full use of the SABIS® curriculum, including textbooks, students assessments, teacher materials, and
supplementary educational resources, such as instructional posters, flashcards, and audio-video recordings;

e the implementation and use of the SABIS® School Management Software information technology system that
operates and manages all school-level data pertaining to student records, student performance, student attendance,
staff attendance, staff performance, and human resource systems;

e the school’s organizational structure that is based on SABIS® leadership proven practices; and

e the SABIS Student Life Organization® and student management programs — student focused, extensive school-wide
initiatives for school culture and student achievement, bullying prevention, creation of positive peer pressure, and
creation of student-led leadership clubs.

SABIS® International School would not contemplate breaking any of the aforementioned components out of its
current educational model and risk jeopardizing this proven system that has been in place and allowed its students
to achieve such high levels of success. These components are what allows SABIS® International School to create
a data-driven culture with clear goals, high expectations, and strong accountability for performance. Without all
of the SABIS® Educational System components, the school would not be providing its key stakeholders — parents
and students — with the rigor and support they deserve to ensure that students graduate high school, prepared for
college and career. Furthermore, the SABIS program is not available in an a-la-carte form.

The SABIS® Educational System is implemented in this same thorough and complete manner across the entire
SABIS® Network, serving upwards of 65,000 students in the 2014/15 school year in 15 countries around the world
on four continents. The International School of Minnesota (ISM), another SABIS® Network school implementing
the same SABIS® Educational System as SABIS® International School, was ranked in April 2015 among the top
schools in the U.S. In The Washington Post’s! list of “America’s Most Challenging Schools,” ISM ranked 10"
in the U.S. among all private schools and 1* in Minnesota among all schools, public and private. ISM results
speak for themselves: The school’s most recent AP® Equity and Excellence Rating showed that 96% of all
graduating seniors earn a three or higher on AP exams. The school has a 100% graduation rate and 100% of
graduates go on to attend 4-year colleges. ISM’s achievements are a testament to the value that the SABIS®
Educational System provides to all of its schools. The use of the SABIS® Educational System in its entirety and
with full integrity has allowed SABIS® International School to achieve successful student outcomes as well as
grow in student enrollment. This enrollment growth is reflective of the increase in demand from south Phoenix
families for this successful, international program.

1 http://apps.washingtonpost.com/local/highschoolchallenge/schools/2015/list/private/
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FINANCIAL PERFORMANCE RESPONSE EVALUATION INSTRUMENT

Charter Holder Name: Phoenix Education Management, LLC
Charter Holder Identity ID: 4340

1b. Unrestricted Days Liquidity

PEM LLC's Prior Response (Submitted March 23, 2015)

Unrestricted Days Liquidity (UDL): The charter holder Phoenix Education Management LLC (PEM LLC)
cash liquidity was calculated at 24.55 days in fiscal year 2014 and per the guidelines this calculation
should be 30 or more days. To address this issue PEM LLC has established a revolving line of credit with
its parent company SABIS® Educational Systems, Inc. in the amount of $300,000 which will allow the 30
or more day’s liquidity to be achieved. We have attached the signed line of credit that has been agreed
upon by both parties and a comparison calculation of the unrestricted day’s liquidity that now includes
the newly agreed upon line of credit.

ASBCS’ Response and Comments (Received May 5, 2015)
The financial response does not explain the reason for not meeting the Board’s target on this measure
in the audited fiscal year as required by Appendix C of the Board’s financial framework.

The charter holder indicates “To address this issue PEM LLC has established a revolving line of credit
with its parent company SABIS Educational Systems, Inc. in the amount of $300,000 which will allow the
30 or more days liquidity to be achieved.” However, since the unrestricted days liquidity (UDL)
calculation provided by the charter holder uses 2014 financial data, it is not possible to determine the
effect of the line of credit on the UDL in future fiscal years. Had the charter holder provided internal
management reports or interim financial statements to show the impact of the line of credit in the
current (2015) or subsequent fiscal year, this would have been considered in Board staff’s evaluation.

PEM LLC's Amended Reply (Submitted May 12, 2015)

PEM LLC was unable to meet the Unrestricted Days Liquidity (“UDL”) requirement as stated in Appendix
C of the Board’s financial framework for reasons more fully explained in our response to the Positive Net
Income requirement. In addition to the reasons listed in that response, PEM LLC, historically, was
unable to meet the 30 days or more cash liquidity due to the absence of a line of credit with its parent
organization, SABIS Educational Systems, Inc. In past years, PEM LLC received an indirect form of
financing from its parent organization. This indirect financing came through an understanding that PEM
LLC was not required to settle the unpaid fees charged by the parent for management and licensing and
for textbooks. Also, PEM LLC received the same indirect financing in terms of its facility rents from
Phoenix School Property Management LLC, PEM LLC’s landlord. Phoenix School Property Management
LLC and PEM LLC are related by common ownership as SABIS Educational Systems, Inc. owns both
entities.

This non-payment of charges is reflected in PEM LLC’s most recently completed 2013-14 audited
financial statements (see reference in Note 5 by the school’s independent auditor). By deferring the
collection of these fees, SABIS allowed PEM LLC to remain in a positive cash position and ensured PEM
LLC was able to meet its payment obligations to all unrelated third parties. However, even with the
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deferral of SABIS fees and Phoenix School Property Management LLC rents, the calculation PEM LLC's
UDL still yields 24.55 days in the most recent 2013-14 financial dashboard.

To meet the UDL requirement of Appendix C, SABIS Educational Systems, Inc. extended a line of credit
to PEM LLC that will now be considered in the UDL ratio calculation. The original amount of $300,000
has been increased to $600,000 to ensure an even larger contingency for 30 days cash liquidity.
Attached please find a copy of the amended line of credit as well as an updated UDL schedule extended
to include interim financial statements for FY 2014-15 through March 31, 2015 as well as a projected
end of year financial forecast 2014-15 and 2015-16. As stated in Note 1 of the attached spreadsheet, we
chose to be conservative in our calculations, so we projected opening unrestricted cash balances to be
at $200,000 per year. This amount corresponds to the historic lows for the school as proven in the last
four years of audited financial statements. Also, to act as a contingency to the UDL calculation, we
forecasted the Prop 301 carryover using the highest rates in past four years along with a 10% inflation
factor.

As you can see from the spreadsheet attached, Exhibit A.1 to A.3, PEM LLC is able to meet the UDL
requirement.
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2a. Net Income

PEM LLC’s Prior Response (Submitted March 23, 2015)

Net Income: The net income for fiscal Year 2014 resulted in a deficit of (51,857,175), which
needs to be greater than or equal to $1 to meet the state standard. To address the issue,
Phoenix Education Management LLC’s parent organization SABIS® Educational Systems, Inc.
(SABIS) has agreed to absorb the audited net loss of PEM LLC on an annual basis. SABIS will
continue to absorb the losses throughout the term of PEM LLC’s charter contract with the
Arizona State Board for Charter Schools. Please see attached letter from SABIS® to the Board of
Trustees of Phoenix Education Management LLC that reflects this guarantee.

ASBCS’ Response and Comments (Received May 5, 2015)

The financial response does not explain the reason for not meeting the Board’s target on this
measure in the audited fiscal year as required by Appendix C of the Board’s financial
framework. The response reaffirms the parent company’s financial support for the charter
holder, which is supported by the parent company letter (see net income).

The charter holder asserts “To address this issue, as mentioned in the net income response, the
Charter holder PEM LLC been given a debt forgiveness guarantee from its parent company
SABIS. By forgiving the debt the fixed asset coverage ratio will at minimum equal 1.0 on an
annual basis.” The charter holder provides a fixed charge coverage ratio (FCCR) calculation that
eliminates annual net losses in order to maintain a FCCR that meets the Board’s target.1 It
appears that the amount of debt to be forgiven will equal annual net losses (to the extent net
losses exist); however the response does not make that clear. Additionally, since the FCCR
calculation provided by the charter holder uses 2014 financial data, it is not possible to
determine the effect of the debt forgiveness/loss absorption on future fiscal years. Had the
charter holder provided additional information as to how the parent company intends to
forgive debt (including how much would be forgiven and the timing of the debt forgiveness),
and provide support for how the debt forgiveness impacts the FCCR in the current (2015) or
subsequent fiscal years, this would have been considered in Board staff’s evaluation.

PEM LLC’s Amended Reply (Submitted May 12, 2015)

PEM LLC was unable to meet the positive net income requirement as stated in Appendix C of
the Board'’s financial framework for the reasons outlined below. The first, and most significant
reason, is that PEM LLC provides a well-developed, fully-supported, and rigorous academic
program that costs more to provide than PEM LLC receives in revenues for state per-pupil
funding. As stated in the introduction to these responses, the academic program provided to
our students in Phoenix is not reduced, changed, or diluted based on the funding received from
the state. Across the entire SABIS Network the curriculum implemented and academic program
used is identical amongst all member schools.

To illustrate this point, consider our network member school in Minnesota. The International
School of Minnesota receives tuition of $18,000 per pupil for students enrolled in grades K
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through 5 and receives tuition of $19,050 per pupil for students enrolled in grades 6 through 8
(http://ism-sabis.net/admissions/tuition-and-fees). In comparison, PEM LLC receives
approximately $6,000 per pupil in state funding and local equalization aid. That means, PEM
LLC receives nearly two-thirds less in per-pupil funding to provide the same rigorous academic
program used in a highly-acclaimed private school. Still, we will not jeopardize the academic
integrity of the curriculum or compromise the education provided to our students by changing
the program to meet the funding offered by the State of Arizona.

Additionally, PEM LLC faces specific challenges not faced by most other Arizona charter schools.
These specific challenges also contributed to PEM LLC’s inability to meet the positive net
income requirement. As PEM LLC is a for-profit entity and it holds the charter, it is unable to
qualify for Title |, Title IlA, and Special Education (IDEA) funds. The expenses listed below are
expenses currently paid by PEM LLC that would otherwise be eligible for reimbursement under
these federal grant programs:

Title | and Title IIA Grant
$88,000 Classroom Paraprofessionals 4 FTEs (see Salaries, page 6, 2014 PEM audit)
$160,000 Intensive Math & English Teachers 4 FTEs (see Salaries, page 6, 2014 PEM audit)
$40,000 Student Outreach Coordinator 1 FTE (see Salaries, page 6, 2014 PEM audit)
$50,000 Student Life Coordinator 1 FTE (see Salaries, page 6, 2014 PEM audit)
$27,000 Payroll Taxes-FICA/SUI ~8% of payroll (see Benefits, page 6, 2014 PEM audit)
$40,000 Health, Dental, ER Expense-S5k per employee (see Benefits, page 6, 2014 PEM audit)
$50,000 Curriculum Expenses (see School Operating Expenses, page 6, 2014 PEM audit)
$25,000 After School Transportation (included in Purchased Services, page 6, 2014 PEM audit)
$480,000 Total Annual Existing Expenses that would qualify for grant reimbursement

Special Education IDEA Grant
$48,000 Special Ed Paraprofessionals 2 FTEs (see Salaries, page 6, 2014 PEM audit)

$3,480 Payroll Taxes-FICA/SUI ~8% of payroll (see Benefits, page 6, 2014 PEM audit)
$10,000 Health, Dental, ER Expense-S5k per employee (see Benefits, page 6, 2014 PEM audit)
$90,000 Special Education Outsourced Expenses (see page 6, 2014 PEM audit)
$151,480 Total Annual Existing Expenses that would qualify for grant reimbursement

Finally, PEM LLC is required to pay property taxes, as it is unable to qualify for the property tax
exemption afforded most Arizona charter schools under current Arizona law. PEM LLC is
required to pay $174,899 in annual property taxes under the terms of its triple net lease
agreement (the Maricopa County Treasurer data for both Parcel #122-47-001C and #122-52-
013L can also be verified at http://treasurer.maricopia.gov). While PEM LLC is required to pay
these property tax costs each year under its lease, it is important to note that PEM LLC's
landlord is Phoenix School Property Management LLC. Both PEM LLC and Phoenix School
Property Management are related by common ownership by the same parent organization—
SABIS Educational Systems, Inc. (see note 7 of the audited 2013-14 financial statements of PEM
LLC).
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To meet the positive net income requirement of Appendix C, PEM LLC's annual net losses will
be covered by its parent organization (please see attached amended letter from SABIS to PEM
LLC regarding the ongoing coverage of annual net losses). The amended letter clarifies that
that the annual debt forgiveness will equal annual net losses plus $1.00 USD so to achieve a
positive net income. Additionally the letter identifies the timing of the debt forgiveness in
relation to the annual audit. The FCCR schedules have also been update to include forecasted
annual net losses to be covered for the current year 2015 and projected 2016 annual net losses

covered.
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2c. Fixed Charge Coverage Ratio

PEM LLC’s Prior Response (Submitted March 23, 2015)

Fixed Charge Coverage Ratio: The fixed charge coverage ratio for FY2014 resulted in (0.59), which needs
to equal or exceed 1.0 to meet state standards. To address this issue, as mentioned in the net income
response, the Charter holder PEM LLC been given a debt forgiveness guarantee from its parent company
SABIS®. By forgiving the debt the fixed asset coverage ratio will at minimum equal 1.0 on an annual
basis. PEM LLC is a single member LLC and a wholly owned subsidiary of it parent organization SABIS®.

ASBCS’ Response and Comments (Received May 5, 2015)

The financial response does not explain the reason for not meeting the Board’s target on this measure in
the audited fiscal year as required by Appendix C of the Board’s financial framework. The response
reaffirms the parent company’s financial support for the charter holder, which is supported by the
parent company letter (see net income).

The charter holder asserts “To address this issue, as mentioned in the net income response, the Charter
holder PEM LLC been given a debt forgiveness guarantee from its parent company SABIS. By forgiving
the debt the fixed asset coverage ratio will at minimum equal 1.0 on an annual basis.” The charter
holder provides a fixed charge coverage ratio (FCCR) calculation that eliminates annual net losses in
order to maintain a FCCR that meets the Board'’s target.1 It appears that the amount of debt to be
forgiven will equal annual net losses (to the extent net losses exist); however the response does not
make that clear. Additionally, since the FCCR calculation provided by the charter holder uses 2014
financial data, it is not possible to determine the effect of the debt forgiveness/loss absorption on future
fiscal years. Had the charter holder provided additional information as to how the parent company
intends to forgive debt (including how much would be forgiven and the timing of the debt forgiveness),
and provide support for how the debt forgiveness impacts the FCCR in the current (2015) or subsequent
fiscal years, this would have been considered in Board staff’s evaluation.

PEM LLC’s Amended Reply (Submitted May 12, 2015)

PEM LLC was unable to meet the Fixed Charge Coverage Ratio (“FCCR”) requirement as stated in
Appendix C of the Board’s financial framework for the reasons stated and explained in our responses
concerning UDL and Net Income.

Historically, PEM LLC received, and continues to receive, an indirect form of financing from both its
parent, SABIS Educational Systems, Inc., and from its landlord, Phoenix School Property Management
LLC (see PEM LLC's reply to UDL). Moving forward, SABIS and PEM have memorialized this
understanding in the attached letter from SABIS to PEM LLC. This amended letter is intended to clarify
and support how the school will achieve positive net income and improve the FCCR calculation. Further,
the FCCR schedule has been updated to include the interim 2015 year, projected year end 2014-2015
year as well as projected 2015-2016.

Although the guideline of FCCR ratio is “greater than 1.1” instead of 1.0 as calculated on the attached
schedule, it should be noted that the rent owed by PEM LLC is payable to Phoenix School Property
Management LLC. As stated elsewhere in these responses, PEM LLC and Phoenix School Property
Management LLC are related by common ownership of the same parent organization. Given this
structure as well as the fact the parent company is the same entity that has committed to the annual
coverage of PEM LLC’s net losses, this ratio does not present the same risk as it would if the rent were
owed to an unrelated third party.
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AMENDMENT TO PROMISSORY NOTE DATED APRIL 1, 2015 BY SABIS
EDUCATIONAL SYSTEMS, INC. TO PHOENIX EDUCATION MANAGEMENT LLC

This Amendment, effective May 11, 2015 modifies that certain Promissory Note dated April 1,
2015 (“Note™), by SABIS Educational Systems, Inc. (“Lender”) to Phoenix Education
Management LL.C (“Borrower”). The terms of this Amendment supersede the corresponding
terms of the Note. To the extent of conflict, the terms of this Amendment shall govern.

The first paragraph of the Note is deleted in its entirety and replaced by the following:

FOR VALUE RECEIVED, Phoenix Education Management LL.C, a Delaware limited liability
company (the "Borrower") promises to pay to the order of SABIS Educational Systems, Inc., a
Minnesota corporation (the "Lender") at the office located at 6385 Beach Road, Eden Prairie,
Minnesota 55344 or such other place as Lender may designate in writing, the maximum
aggregate principal sum of Six Hundred Thousand and 00/100 ($600,000.00) Dollars or the
current balance of the Borrower's loan account with Lender as evidenced by Lender's ledger
records (the "Principal Balance"), together with the accrued and unpaid interest on the unpaid
outstanding balance on June 30, 2020, in lawful money of the United States.

The third paragraph of the Note is deleted in its entirety and replaced by the following:

Advances under this Note shall be based upon the terms and conditions set forth in this Note as well
as other documentation delivered or executed in connection with this transaction. All advances shall
be requested in writing by Borrower or by an authorized person, accompanied by documentation and
any other relevant information reasonably requested by Lender. The Lender is not obligated to
provide funds in excess of the aggregate of Six Hundred Thousand and 00/100 ($600,000.00)
Dollars during the term of this Note.

All other terms of the Note remain in full force and effect.

LENDER BORROWER

SABIS Educational Systems, Inc. Phoenix Education Mahagement LLC

By: &—9 _;XV““ =7 by: — 2% Hanmr—
George Saad, Vice President Mahdi Kansou, Manager

Date: ‘i/zf‘f/ /// M/)/ Date: 5/”/[5/






Phoenix Education Management LLC

Fixed Charge Coverage Ratio (FCCR)

1 Loss of Disposal of Assets (LDA)
2 Facility Lease Expense (LE)*

3 Copier Lease (CL)

4 Depreciation Expense (DE)

5 Net Profit/ (Loss)

6 Subtotal

6 Subtotal
7 LDA/LE/CL/DE

8 Fixed Charge Ratio = or > 1.1 (6 divided by 7)

EXHIBITA.1

Note 1) Future minimum lease payments per audited financial statement. Of the lease amount 51,128,888 is payable
to Phoenix School Property Management LLC, a related party by virtue of common ownership. See 2013-14 audited

financial statements Note 7 for support of facility lease.

Unrestricted Day Liquidity (UDL)

Add: Cash®
Less: Classroom Site fund Prop 301 CarryoverZ

Add: $600K Line of Credit®
Net unrestricted Cash

Total Expenses
Days per year

Total Expenses Divided by 365

# of Days liquidity (needs to be = to or > 30 days)

Interim
Revised - with] Statement
Original - Without Debt Thru March | Projected Full | Projected Full
Debt Forgiveness | Forgiveness 31, 2015 Year Year
FY13-14 FY13-14 FY2014-15 FY2014-15 FY2015-16
S 904 $ 904 S - S - S R
S 1,154,080 $ 1,154,080 $ 846,291 S 1,154,080 $ 1,154,080
$ -8 - S -8 -8 -
S 12,212 $ 12,212 $ - S 13,000 $ 13,000
$ (1,857,175) $ 14 14 19 1
S (689,979) S 1,167,197 S 846,292 S 1,167,081 S 1,167,081
S (689,979) S 1,167,197 S 846,292 S 1,167,081 S 1,167,081
S 1,167,196 $ 1,167,196 $ 846,291 $ 1,167,080 $ 1,167,080
(0.59) 1.0 1.0 1.0 1.0
Revised - Interim
Original - Without| With the Statement
the $300K Line of | $300K Line of | Thru March | Projected Full | Projected Full
Credit Credit 31, 2015 Year Year
FY2013-14 FY2013-14 FY2014-15 FY2014-15 FY2015-16
S 588,595 $ 588,595 542,527 S 200,000 S 200,000
S (155,575) $ (155,575) S (155,575) S (171,133) $ (188,246)
S - S 600,000 S 600,000 $ 600,000 S 600,000
S 433,020 $ 1,033,020 $ 986,952 S 628,868 $ 611,754
S 6,438,242 S 6,438,242 5,006,898 6,750,189 7,084,489
365 365 274 365 365
S 17,639 S 17,639 $ 18,273 $ 18,494 $ 19,410
24.55 58.56 54.01 34.00 31.52

Note 1) The prior 4 year Unrestricted Cash Balance has never been below $340,000, the amounts used for Fiscal Year end 2014-15
and 2015-16 in conservatively estimated at $200,000. The following are the historical audited cash balances FY2013-14 5588,595;
; FY2012-13 $351,203; FY2011-12 $341,506; FY2010-11 5342,665

Note 2) To be conservative the Classroom Site fund Prop Carryover is based on the highest rate in the past 4 years plus 10%
(5155,575 *10% inflator each year). The following are the historical audited cash balances FY2013-14 $155,575; FY2012-13 $110,523;

FY2011-12 543,862; FY2010-11 $22,921.

Note 3) Line of credit between SABSI and PEM LLC of S600,000 is attached in the supporting documentation.
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EXHIBIT A.2

Phoenix Educational Management LLC

Interim Financial Statement

Interim Financial Statement- Consolidated

FY 2015-14
YTD
Thru March 31, 2015

Total Income 3,505,386
Expense

Grant Expenses 90,097
Salaries & Benefits 2,484,850
General Administration 86,681
School Operating Expenses 421,311
School Maintenance Expenses 109,766
General Operating Expenses 295,479
Special Ed 91,574
Food service costs 211,125
Transportation Charges 45,623
Bank charges 141
Purchased Services 323,960
Property Lease 846,291
Total Expense 5,006,898
Net Income -1,501,511
Losses Covered by SABIS considered at fiscal year end (Credit Income/ Debit Due to SABIS)

Balance Sheet - Interim As of 3-31-15
ASSETS

Cash 542,527
Accounts Receivable 1,320
Total Current Assets 543,847
Fixed Assets (Net accumulated Dep) 82731.04
TOTAL ASSETS 626,578
LIABILITIES & EQUITY

Accounts Payable 371,104
Total Accounts Payable 371,104
Other Current Liabilities

Other Misc 11,925.35
401K Payable 1,843
Accrued Payroll 194,413
Accrued Payroll Taxes 14,873
Accrued Vacation 15,970
Total Other Current Liabilities 239,024
Total Current Liabilities 610,128
Long Term Liabilities

Due to SABIS 27,085,285
Total Long Term Liabilities 27,085,285
Total Liabilities 27,695,414
Equity

Capital Contribution 1,000
Retained Earnings -25,568,325
Net Income -1,501,511
Total Equity -27,068,836
TOTAL LIABILITIES & EQUITY 626,578

Losses Covered by SABIS considered at fiscal year end (Credit Income/ Debit Due to SABIS)
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Phoenix Education Management LLC

Projected Budget FY2014-15 & FY2015-16

End of Year Projected
Forecast Budget
2014-15 2015-16
UsD USD
No. of Students 751 751
No. of Sections 26 26
100th Day Actual 2014-15 (includes only 50% KG students) 697.7 697.7
Weighted Student plus Weighted add-on 873.1 873.1
REVENUES
Adjusted Equalization Assistance Base- per SAIS CHAR 64-1 (Note 1) 4,069,247 4,069,247
Indirect Revenue
Food Service Revenue 380,648 380,648
Other Income 824 824
TOTAL REVENUES \ 4,450,718 4,450,718
EXPENDITURES
Staff Cost 3,309,731 3,572,181 \
School Expenses
General Administration Expenses 114,572 115,358
School Operating Expenses 425,922 430,000
School Maintenance Expenses 148,627 174,620
General Operating Expenses 145,480 159,224
Indirect Operating Expenses
Special Education Expenses 120,674 125,300
Transportation Expenses 76,023 80,000
Food Service Expense 316,125 320,000
Summer School Expense 0 100
Other Expenses
Interest and Finance Charges 300 400
Property Tax 175,159 177,000
Contingency 0 2,000
Depreciation 13,000 13,000
Sub-Total 1,535,882 1,597,002
Purchased Management Services 242,957 248,324
Purchased Instructional Services 242,957 248,324
Sub-Total 485,915 496,647
Grants: Supplemental PROP
Add: Grant Income - Supplement 290,273 290,273
Less: Grant Expenses - Staff Cost (283,460) (283,460)
Less: Grant Expenses - Others (6,812) (6,812)
Sub-Total| 0 0
Facility Rent 1,128,388 1,128,386
Sub-Total 1,128,388 1,128,386
TOTAL EXPENDITURES 6,459,917 | 6,794,216 |

GROSS OPERATING PROFIT/ (LOSS)

(2,009,198) | (2,343,498) |

Annual Net Loss Covered by SABIS® - per signed affidavit

2,009,199

2,343,499

ADJUSTED GROSS OPERATING PROFIT/ (LOSS)

$ 1.00 | $ 1.00 |

Note 1) To be conservative No Increase in per pupil funding or Student Enrollment has
been used for projected 2015-16, eventhough enrollment has increased consistently
over the past three years.
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SABIS

Educational Systems INnc.

May 11, 2015

Phoenix Education Management LLC
6385 Beach Rd

Eden Prairie, MN 55344

RE: Amendment to letter dated March 18, 2015 to PEM LLC

Dear Managers:

SABIS Educational Systems, will absorb the audited losses of its subsidiary Phoenix Education
Management LLC (PEM LLC), the holder of the charter, on an annual basis. SABIS will continue to
absorb the losses throughout the term PEM LLC¢s charter contract with the Arizona State Board for
Charter Schools. To ensure an annual positive net income, the amount of loss forgiveness will equal
annual net losses plus $1.00 US Dollar. The final amount to be considered as the annual net loss to be
Jorgiven will be determined at the conclusion of the annual financial audit performed by PEM LLC’s
independent CPA firm. The timing of the final entry to record this entry on PEM LLC trial balance will
be immediately subsequent to the completion of all final adjusting entries to PEM LLC’s trial balance, so
as to ensure coverage of all annual net losses are consider for the respective fiscal year. Although this
letter is intended to provide ongoing coverage of annual net losses, each year the coverage of final audited
net losses will be further documented with a signed confirmation provided by SABIS to PEM LLC’s and
their independent CPA firm engaged to perform the annual financial audit.

The undersigned has the authority to make the following commitment on behalf of SABIS Educational
Systems, Inc.

Sincerely,

-gggl—a-//
' L

George Saad

Vice President

SABIS Educational Systems, Inc.

Cc: Board of Directors of SABIS® International School

6385 Beach Road, Eden Prairie, MN 55344, USA
Tel: +1 (952) 918 1850 Fax: +1 (952) 918 1851
E-mail: sabis@sabis.net

sabis.net





PARCEL/ACCOUNT # 122-47-001C

-i.and/Bulldlng

6,611,100 .145 958,610
Eg;a::\:;thropertv 0! .145 g Property Address: 1903 E ROESER RD™
|
Primary Total 6,611,100 .145 958,610 LEGAL DESCRIPTION  SEC/LO

AREA CODE: 661300

Land/Building 6,611,100 .145 958,610 Property address is provided by the Maricopa County Assessor’s Office
Personal Property 0| .145

Exemption 0 Own several properties?

Secondary Total 6,611,100 145 958,610 Bulk payments may be your answer. Visit http:/treasurer.maricopa.gov to leam

more about making payments on-line.

Learn how your tax dollars are spent!
More detailed information is availabie at http:/treasurer.maricopa.gov. View your
tax bill online, and find information about how your property taxes are allocated.

View a map of delinquent parcels

Check your property on our new map! The map highlights propemes that are behind
) | in their taxes. It will also help you check to see if there are any “orphan” parcels

A= ACRES, S = SQUARE FEET, D = DOLLAR ASSESSMENT associated with your real estate. Visit http:/treasurer.maricopa.gov.

Rate/100 2013 Amount

!
1
!
I
|
|

|
|
|
i
|
I
|

|
I
|
!
i
|
]

ROOSEVELT ELEMENTARY PRI C 4.3869 43,528.12
ROOSEVELT ELEMENTARY BONDS SEC D 1.1634 13,252.51
ROOSEVELT ELEMENTARY OVERRIDES SEC D 2.0278 0.00
PHOENIX HIGH SCHOOL PRI C 3.4171 36,331.30
PHOENIX HIGH SCHOOL BONDS SEC D 7237 8,218.81
PHOENIX HIGH SCHOOL OVERRIDES SEC D 4788 3,238.72
COMMUNITY COLLEGE DIST PRI C 1.2824 12,796.08
COMMUNITY COLLEGE DIST BONDS SEC D 2363 2,425.07
STATE EQUALIZATION TAX PRI A 5089 5,083.31

CITY OF PHOENIX
VOTER-APPROVED

GENERAL

FLOOD CONTROL OF MARICOPA CTY : SEC B 1392 1,381.22
CENTRAL AZ WATER CONSV DIST SEC A . 1400 1,389. 16
FIRE DISTRICT ASSISTANCE TAX SEC B .0113 120.06
LIBRARY DISTRICT SEC B 0556 434.60
MARICOPA SPECIAL HEALTH DIST F

Grand Total 160,890.
_——— 7" DETAGH AND RETURN WITH PAYMENT | p'A]q’CEL,}\E;&a[,&-};' 122.47-001C 1
SECOND HALF $ 85 ! 785.52 PRINT THE ABOVE PARCEL | ACCOUNT NUMBER ON YOUR CHECK
2014 SECOND HALF PAYMENT STUB = Amount Paid U.S. FUNDS ONLY

DUE MARCH 1, 2015 g S 31 o4
DELINQUENT AFTER MAY 1, 2015 \ /l ‘- ’
SN 0020140002 RT# 500001075 AN 12247001031000 TC 052133

ooe014000243%22470010330001052133200171571043000857855220000000000000000000000

MAKE CHECK PAYABLE TO:

PHOENTX \SGHOOL PROPERTY MANAGEMENT _ Maricopa County Treasurer
EDEN PRAIRIE MN 55344-5234 P O Box 52133

Phoenix, AZ 85072-2133






PARCEL/ACCOUNT # 122-52-013L

Land/Building 116,200| . 160 ,

Eséﬁgta_:) ﬁropertv 0| .160 8 Property Address: 1903 E ROES£R RD-,
] -

Primary Total 116,200| .160 18 592 LEGAL DESCRIPTION  SEC/LOT;

Land/Building 116,200] .160 18,592 Property address is provided by the Maricopa County Assessor’s Office
Personal Property 0o .1680 o] -

Exemption 0 Own several properties?

Secondaty Total 116,200 .160 18,592 Bulk payments may be your answer. Visit http://treasurer.maricopa.gov to learn

TRIGTAVALOR

more about making payments on-line.

Learn how your tax dollars are spent!
More detailed information is available at http:/treasurer.maricopa.gov. View your
tax bill online, and find information about how your property taxes are allocated.

|
]
: View a map of delinquent parcels
{
|

SESS

Check your property on our new map! The map highlights properties that are behind

| in their taxes. It will also help you check to see if there are any “orphan” parcels
A=ACRES, S =SQUARE FEET, D= DOLLAR ASSESSMENT associated with your real estate. Visit http:/treasurer.maricopa.gov.

Rate/100 2013 Amount

ROOSEVELT ELEMENTARY PRI C 4.3869 805.46
ROOSEVELT ELEMENTARY BONDS SEC D 1.1634 275.67
ROOSEVELT ELEMENTARY OVERRIDES SEC D 2.0278 0.00
PHOENIX HIGH SCHOOL PRI C 3.41471 755.73
PHOENIX HIGH SCHOOL BONDS SEC D .7237 170.97
PHOENIX HIGH SCHOOL OVERRIDES SEC D .4788 67.36
COMMUNITY COLLEGE DIST PRI C 1.2824 266.17
COMMUNITY COLLEGE DIST BONDS - : SEC D .2363 50.44
STATE EQUALIZATION TAX - PRI A .5089 105.74

CITY OF PHOENIX
VOTER-A

GENERAL

FLOOD CONTROL OF MARICOPA CTY SEC
CENTRAL AZ WATER CONSV DIST SEC
FIRE DISTRICT. ASSISTANCE TAX
LIBRARY DISTRICT
MARICOP

. 1392 28.74
. 1400 28.90
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2)

3)

-Phoenix Charter Renewal- Financial Reponses

Unrestricted Days Liquidity: The charter holder Phoenix Education Management LLC
(PEM LLC) cash liquidity was calculated at 24.55 days in fiscal year 2014 and per the
guidelines this calculation should be 30 or more days. To address this issue PEM LLC has
established a revolving line of credit with its parent company SABIS® Educational
Systems, Inc. in the amount of $300,000 which will allow the 30 or more days liquidity to
be achieved. We have attached the signed line of credit that has been agreed upon by
both parties and a comparison calculation of the unrestricted day’s liquidity that now
includes the newly agreed upon line of credit.

Net Income: The net income for fiscal Year 2014 resulted in a deficit of ($1,857,175),
which needs to be greater than or equal to $1 to meet the state standard. To address
the issue, Phoenix Education Management LLC’s parent organization SABIS® Educational
Systems, Inc. (SABIS) has agreed to absorb the audited net loss of PEM LLC on an annual
basis. SABIS will continue to absorb the losses throughout the term of PEM LLC’s charter
contract with the Arizona State Board for Charter Schools. Please see attached letter
from SABIS® to the Board of Trustees of Phoenix Education Management LLC that
reflects this guarantee.

Fixed Charge Coverage Ratio: The fixed charge coverage ratio for FY2014 resulted in
(0.59), which needs to equal or exceed 1.0 to meet state standards. To address this
issue, as mentioned in the net income response, the Charter holder PEM LLC been given
a debt forgiveness guarantee from its parent company SABIS®. By forgiving the debt the
fixed asset coverage ratio will at minimum equal 1.0 on an annual basis. PEM LLC is a
single member LLC and a wholly owned subsidiary of it parent organization SABIS®.

Finance Agenda = Page 1 of 1





NOTE

Initial Line of Credit Phoenix, Arizona
Amount: $300,000.00 Dated : April 1, 2015

FOR VALUE RECEIVED, Phoenix Education Management LLC, a Delaware limited liability
company (the "Borrower") promises to pay to the order of SABIS Educational Systems, Inc., a
Minnesota corporation (the "Lender") at the office located at 6385 Beach Road, Eden Prairie,
Minnesota 55344 or such other place as Lender may designate in writing, the maximum aggregate
principal sum of Three Hundred Thousand and 00/100 ($300,000.00) Dollars or the current
balance of the Borrower's loan account with Lender as evidenced by Lender's ledger records (the
"Principal Balance"), together with the accrued and unpaid interest on the unpaid outstanding
balance on June 30, 2020, in lawful money of the United States.

The unpaid principal balance of each advance under this Note shall bear interest computed upon the
basis of a year of 360 days for the actual number of days elapsed in a month, at a rate of interest of
six percent (6%) per annum. All payments received by the Lender will be applied first to any
accrued and unpaid interest, second to any costs and expenses incurred or paid by the Lender in
enforcing this Note and third to the unpaid principal balance of this Note.

Advances under this Note shall be based upon the terms and conditions set forth in this Note as
well as other documentation delivered or executed in connection with this transaction. All
advances shall be requested in writing by Borrower or by an authorized person, accompanied by
documentation and any other relevant information reasonably requested by Lender. The Lender is
not obligated to provide funds in excess of the aggregate of Three Hundred Thousand and
00/100 ($300,000.00) Dollars during the term of this Note.

A manager of Phoenix Educational Management LLC is the individual authorized to request
advances under this Note until Lender receives from Borrower written notice of revocation of their
authority or written notice of the authority of another individual who is authorized to request
advances. Borrower agrees to be liable for all sums either advanced in accordance with the
instructions of an authorized person or credited to any of Borrower's accounts with Lender. The
unpaid principal balance owing on this Note at any time may be evidenced by endorsements on this
Note or by Lender's internal records. This Note is subject to prepayment without penalty, in whole
or in part.

It will be an event of default under this Note if Borrower fails to make any payment within thirty
(30) days from the date when due, or Borrower defaults in the performance of any of the terms,
agreements, covenants or conditions contained in this Note or in any other instrument given to
secure or guaranty the payment of any advance under this Note and such default shall continue
beyond any applicable notice, cure or grace period contained in such instrument.

The rights or remedies of the Lender as provided in this Note and under applicable laws shall be

cumulative and concurrent, and may be pursued singularly, successively or together against the
Borrower. The failure of Lender to exercise any such right or remedy shall in no event be construed
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as a waiver or release of said rights or remedies or of the right to exercise them at any later time.
This Note shall be governed, construed and interpreted by, through and under the Laws of the State
of Minnesota.

Borrower is responsible for all obligations répresented by this Note.

PHOENIX EDUCATIONAL MANAGEMENT LLC

Witness Mahdi Kansou, Manager

SABIS EDUCATIONAL SYSTEMS, INC.

%M,ZZWL_,4 mho BY\C_%Q/

itness Ag $O u‘;fc_ Genera [ Co vhse Ge?)rge Sgad, Vice President )

-—
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SABIS

Educational Systems INnc.

March 18, 2015

Phoenix Education Management LLC
6385 Beach Road
Eden Prairie, MN 55344

Dear Managers:

SABIS Educational Systems, Inc. will absorb the audited losses of its subsidiary Phoenix
Education Management LLC (PEM LLC) on an annual basis. SABIS will continue to absorb the
losses throughout the term of PEM LLC’s charter contract with the Arizona State Board for
Charter Schools.

The undersigned has the authority to make the following commitment on behalf of SABIS
Educational Systems, Inc.

Sincerely, AQ/

t
George Saad L
Vice President

SABIS Educational Systems, Inc.

Cc: Board of Directors of SABIS® International School

6385 Beach Road, Eden Prairie, MN 55344, USA
Tel: +1 (952) 918 1850 Fax: +1 (952) 918 1851
E-mail: sabis@sabis.net

sabis.net





Phoenix Education Management LLC

Fixed Charge Coverage Ratio

1 Loss of Disposal of Assets (LDA)
2 Facility Lease Expense (LE)

3 Copier Lease (CL)

4 Depreciation Expense (DE)

5 Net Loss

6 Subtotal

6 Subtotal
7 LDA/LE/CL/DE

8 Fixed Charge Ratio = or < 1.0 (6 divided by 7)

Unrestricted Day Liquidity

Add: Cash

Less: Classroom Site fund Prop 301 Carryover
Add: $300K Line of Credit

Net unrestricted Cash

Total Expenses
Days per year
Total Expenses Divided by 365

# of Days liquidity (needs to be = to or <30 days)

Original -
Without Debt
Forgiveness
FY13-14

Revised -
with Debt
Forgiveness
FY13-14

904 S 904
1,154,080 $ 1,154,080

S -

12,212 $ 12,212
(1,857,175) $ -

wm|mnm;mu;m;:n

wn

(689,979) $ 1,167,196

(689,979) $ 1,167,196

$ 1,167,196 $ 1,167,196

(0.59)

1.00

Original -
Without the
$300K Line of
Credit
FY2013-14

Revised -
With the
$300K Line of
Credit
FY2013-14

588,595 $ 588,595
(155,575) $ (155,575)

$ 300,000

wvin un un

433,020 S 733,020

S 6,438,242 S 6,438,242

365

365

S 17,639 $ 17,639

24.55

41.56
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