APPENDIX C
FINACIAL PERFORMANCE
RESPONSE and EVALUATION

Financial Performance Response Evaluation Instrument

Charter Holder Name: BASIS Charter Schools, Inc.
Charter Holder Entity ID: 91280

Required for: Expansion Request
Audit Year: 2018

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. For each measure where the charter holder did not meet the target for the
most recent audited fiscal year presented in the dashboard, Appendix C of the Financial Performance Framework requires the charter holder to
answer three questions: 1) why did we not meet the measure’s target in the audited fiscal year; 2) what specifically have we done to improve
our performance so that it’s possible to meet the measure’s target in the next fiscal year or a subsequent fiscal year; and 3) what can we provide
to support our explanations and analysis? A “Not Acceptable” evaluation means the response for that measure did not sufficiently address one
or more of these questions. “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
☐
Not Acceptable ☐
Not Applicable ☒

1b. Unrestricted Days Liquidity
Acceptable
☐
Not Acceptable ☐
Not Applicable ☒

1c. Default
Acceptable
☐
Not Acceptable ☐
Not Applicable ☒

2a. Net Income
Acceptable
☒
Not Acceptable ☐
Not Applicable ☐
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Please note while depreciation and amortization are noncash expenses, they are used to allocate costs of fixed and
other assets over the asset’s life. As such, the Board’s current financial framework intentionally does not remove
depreciation and amortization from the measure’s calculation. When estimated depreciation and amortization are
added back to expenses, the charter holder’s fiscal year 2019 net loss would be approximately $4.4 million, which is
an improvement over the charter holder’s fiscal year 2018 net loss of approximately $11.7 million.

Measure
2b. Cash Flow
Acceptable
☐
Not Acceptable ☐
Not Applicable ☒

2c. Fixed Charge Coverage Ratio
Acceptable
☒
Not Acceptable ☐
Not Applicable ☐
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Reason(s) for “Not Acceptable” Rating

BASIS FY 18 Supplemental Financial Performance Response
2a. Net Income
In further support of the net income measure, we ask the Board to consider the following
information:
1. The refinancing phase of the schools owned by the Charter Holder is complete. Hence, the
write‐off of loan issuance costs and prepayment penalties is going to be lower in FY 2019. As a
part of this submission, we have provided a comparative statement of financial activities,
which includes projected, unaudited FY 2019 numbers and audited FY 2018 numbers, before
depreciation and amortization, as Exhibit 1. As shown in Exhibit 1, the FY 2019 amount
associated with the write‐off of loan issuance costs and prepayment penalties is
approximately $1.6 million, which is the FY 2019 interest expense for the bond defeasance
negotiated with the previous bondholders. Hence, we expect the change in net assets before
depreciation and amortization, but after the write‐off of loan issuance costs and prepayment
penalties to be in the neighborhood of $3.4 million in FY 2019. In FY 2018, the change in net
assets before depreciation, amortization and gain on disposal of assets, but after the write‐off
of loan issuance costs and prepayment penalties was approximately ‐$4 million. Consequently,
we request the Board to consider this positive movement in the net surplus measure in the
financial response evaluation.
2. We also ask the Board to consider that focusing on the “net book value” of the land and
buildings is inaccurate when analyzing BCSI financials. It is more accurate to consider the
market value of the land and buildings, which captures reality rather than an accounting
calculation called net book value. This is the approach used by the public markets and if
applied here, BCSI net assets would turn positive by over $6 million. The difference
between the market value and the book value of the BCSI real estate portfolio at June
30, 2018 is at least +$50 million using appraisals from the last 4 years, with the exception
that one appraisal is from 2013. This is one of the reasons that the BCSI bond offerings
during the refinancing phase have been oversubscribed. The Board can confirm this by
comparing the most recent appraisal values from the 2018A bond series, attached here
as Exhibit 2 (Table A‐2‐4), to Note 5 on the audit report, attached here as Exhibit 3.
Please note that Exhibit 2 was provided as a part of the entire 2018A Limited Offering
Memorandum (LOM) in a previous submission, but we are presenting only this table as a
part of this submission for your convenience. If the Board wants the entire 2018A LOM
submitted again as a part of this submission, we are happy to provide it. The real
property market value of the schools at June 30, 2018 per Exhibit 2 as compared to the Land
and improvements, Building and leasehold improvements, and Accumulated Depreciation
from Exhibit 3 shows at least +$50 million in net assets.

2c. Fixed Charge Coverage Ratio
In further support of the FCC ratio, we ask the Board to consider the following table, which is
the prospective FCC ratio calculation for FY 2019 after taking into account the FY 2019 net assets
before depreciation and amortization, but after the write‐off of loan issuance costs and
prepayment penalties, as shown in Exhibit 1. The calculation is consistent with the existing
Financial Performance Dashboard.
Beginning Net Surplus(Deficit)‐Per FY 2019 Unaudited Statement of Activities
Cash paid during the year for interest expensed and leases +
Net Surplus(Deficit) after adding back cash paid during the year for interest
expensed and leases(A)
Current Portion of Long Term Debt + Interest Expense + Lease(B)
Fixed Charge Coverage Ratio(A/B)

$3,360,363
$18,575,907
$21,936,270

$22,755,907
0.96

The cash paid for interest expense is based on the aggregate debt service schedule, which is shown in
Exhibit 4. Per the yellow highlighted rows, the interest expense for FY 2019 is $17,912,981. The lease
amount of $662,926 is consistent with the amount shown in the FY 2018 audit report, which is provided as
Exhibit 5. Together they result in fixed charges of $18,575,907 for FY 2019, as shown in the table above.
Per Exhibit 4, which is the Debt Service Schedule through FY 2025, the current portion of long‐term debt is
$4,180,000. This is a component of the denominator in the FCC formula.
Given the above calculation, we request the Board to consider the positive movement in the FCC measure
to 0.96 in FY 2019 from 0.54 in FY 2018.

FY 2019 Unaudited Preliminary BASIS Charter Schools, Inc. Statement of Financial Activities & FY 2018
Audited Financials before Amortization, Depreciation and Gain/Loss on Disposal of Assets

FY 2018 Per Audit Report

FY 2019 Projected

Revenues & Support
State Revenues
Federal Revenues
Local Revenues
Total Revenue & Support

$120,517,024
$2,124,267
$22,887,321
$145,528,612

$146,531,038
$2,702,602
$26,209,145
$175,442,785

Expenses
Primary and Secondary Education
General & Administrative
Fundraising
Total Expenses before depreciation, amortization and gain/loss on disposal of assets

$123,085,955
$20,373,202
$1,084,597
$144,543,754

$145,936,144
$23,871,836
$705,131
$170,513,111

$984,858

$4,929,674

Write‐off of loan issuance costs and prepayment penalties

‐$5,015,513

‐$1,569,311

Change in Net Assets(Deficit)

‐$4,030,655

$3,360,363

Change in Net Assets before unrealized loss and write‐off of loan issuance costs and prepayment penalties

BASIS Charter Schools, Inc. Debt Service Schedule through FY 2025
Principal
Interest
Total
Outstanding
DATE
1/1/2018
$0
$6,511,824
$6,511,824
$290,120,000
7/1/2018 $3,905,000
$8,888,472
$12,793,472
$359,965,000
1/1/2019
$0
$8,956,491
$8,956,491
$359,965,000
7/1/2019 $4,180,000
$8,956,491
$13,136,491
$355,785,000
1/1/2020
$0
$8,888,591
$8,888,591
$355,785,000
7/1/2020 $4,390,000
$8,888,591
$13,278,591
$351,395,000
1/1/2021
$0
$8,817,047
$8,817,047
$351,395,000
7/1/2021 $5,125,000
$8,817,047
$13,942,047
$346,270,000
1/1/2022
$0
$8,715,875
$8,715,875
$346,270,000
7/1/2022 $5,290,000
$8,715,875
$14,005,875
$340,980,000
1/1/2023
$0
$8,607,150
$8,607,150
$340,980,000
7/1/2023 $5,495,000
$8,607,150
$14,102,150
$335,485,000
1/1/2024
$0
$8,492,950
$8,492,950
$335,485,000
7/1/2024 $6,235,000
$8,492,950
$14,727,950
$329,250,000
1/1/2025
$0
$8,359,375
$8,359,375
$329,250,000
7/1/2025 $6,490,000
$8,359,375
$14,849,375
$322,760,000

FY 2018 BASIS Charter Schools, Inc. Financial Performance Response

2a. Net Income
The net surplus for the year falls below $1 threshold primarily due to the GAAP effect of our capital
restructuring. In Fiscal Year 2018, multiple schools were refinanced into our obligated group structure, which
resulted in non‐cash expenses of approximately $5 Million, which is shown below as Exhibit 1. Recording these
transactions results in unamortized loan issuance costs and early repayment premiums being expensed in full
on the statement of activities. These non‐cash expenses are added back to the net surplus during most
financial evaluations and ratio calculations. Each single bond refinancing is a non‐recurring event.
Part of the approximate $5 Million non‐cash expense is $3.83 Million in defeased interest and $1.19 Million in
extinguishment of debt for Ahwatukee, Mesa and San Antonio Primary Medical Center at the time of the
2017CDE and 2017FG obligated group closing. This is the Fiscal Year 2018 interest expense for the bond
defeasance negotiated with the previous bondholder for these schools. This non‐cash expense would have
been amortized over the life of the old debt. Instead, per GAAP this amount is expensed onto the statement of
activities, though the refinancing of these schools provides for positive cash flow and NPV in total.
To demonstrate the positive cash flow and NPV for the bond series referenced above please see Exhibit 2
through Exhibit 3, included with this response and summarized as follows:
Exhibit
Exhibit 2
Exhibit 3

School
2017CDE
2017FG

NPV Savings
$867,138
‐$261,920

Refinancing these five schools generated over $600K in positive NPV for BASIS Charter Schools, Inc. (BCSI).
Given the above total NPV savings, we ask the Board to consider adding back the non‐cash and non‐recurring
entries to the Net Surplus (Deficit):
Beginning Net Surplus(Deficit)‐Per Audit
Write‐off of loan issuance cost and prepayment penalties
Depreciation and Amortization
Gain on disposal of assets
Net Surplus(Deficit) after adding back the non‐cash & non‐recurring entries

+
+
+

($11,668,174)
$5,015,513
$7,769,613
(132,094)
$984,858

Once the above adjustments for non‐cash and non‐recurring entries are made, the Fiscal Year 2018 net surplus
for BASIS Charter Schools, Inc. is close to $1 Mil, which meets the Board’s requirement of Net Surplus equal to or
exceeding $1.

2c. Fixed Charge Coverage Ratio
To demonstrate how BCSI maintained the proposed FY 2017 FCC ratio of 0.90, we have demonstrated below our
FCC ratio calculation using the FY 2018 audit report, as submitted to the Board.
Beginning Net Surplus(Deficit)‐Per Audit
Write‐off of loan issuance cost and prepayment penalties
Depreciation and Amortization
Gain on disposal of assets
Cash paid during the year for interest expensed and leases
Repair and Replacement Fund Expenses
Net Surplus(Deficit) after adding back the non‐cash & non‐recurring entries(A)

+
+
+
+
+

($11,668,174)
$5,015,513
$7,769,613
(132,094)
$13,393,063
276,287
14,654,208

Current Portion of Long Term Debt + Interest Expense + Lease
Irrevocable Deposit Trust‐Cash Deposit to Prepay Debt

$17,798,064
($1,600,000)

Current Portion of Long Term Debt + Interest Expense + Lease, Net Of Cash
Deposit to Prepay Debt(B)

$16,198,064

Fixed Charge Coverage Ratio(A/B)

0.90

We are pleased to report that the ratio is 0.90 when the non‐cash and non‐recurring entries are removed. As
shown above, to arrive at the Net Surplus available to cover fixed charges, the write‐off of loan issuance cost
and prepayment penalties are added back, as these are non‐cash expenses described in the net income
calculation adjustment mentioned above.
We are also requesting the Board to consider subtracting the repair related expenses that were paid through a
special Repair and Replacement fund, which was set‐up as part of the obligated group structure and held by the
Master Trustee. The funds in the Repair and Replacement account is used to pay for expenditures related to
maintenance, improvements and replacement to ensure that the school facilities and associate assets are in
good working condition. At the end of FY 2017, the ending balance on the Repair and Replacement Fund was
$414,035, as shown by Exhibit 4, which is Page 10 of the FY 2017 BCSI Audit Report. During Fiscal Year 2018,
BCSI used approximately $276K, as shown above, to fund certain repair related cost, which caused the FY 2018
ending balance of the Repair and Replacement account to be $48,377, as shown by Exhibit 5, which is page 10 of
the FY 2018 BCSI Audit Report. As these repairs were funded by monies outside of FY 2018 operating cash, they
are subtracted from the operating expenses during financial evaluations to ascertain the net surplus from
operations available to cover fixed charges of the relevant year.
In Fiscal Year 2018, BCSI deposited $1.6 Million in operating cash to an irrevocable deposit trust account to
prepay some of the debt obligations under the obligated group structure, which is included as Exhibit 6. During
financial evaluations, this preemptive deposit is subtracted from the fixed obligations, as BCSI went beyond
what was required by the fixed financial commitments of the relevant year.
In additional support of BCSI’s ability to cover fixed charges, we ask the Board to consider a similar calculation
framework that is required annually by our bondholders. The calculation is performed annually by the same firm
which completes the audit report and is included here as Exhibit 7. This calculation reveals a Debt Service
Coverage Ratio of 1.17x, which exceeds our debt covenant compliance requirement of 1.10x.

EXECUTION VERSION

ESCROW DEPOSIT AGREEMENT
between
BASIS CHARTER SCHOOLS, INC.,
as Borrower,
and
BOKF, NA,
as Escrow Agent
relating to:

$89,140,000
The Industrial Development Authority
of the City of Phoenix, Arizona
Education Facility Revenue Bonds
(BASIS Schools, Inc. Projects)
Series 2015A

Dated June 29, 2018
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ESCROW DEPOSIT AGREEMENT
This Escrow Deposit Agreement is dated June 29, 2018 (this “Escrow Agreement”), and
is between BASIS CHARTER SCHOOLS, INC. (formerly known as BASIS Schools, Inc.), an
Arizona nonprofit corporation (the “Borrower”), and BOKF, N.A., as Bond Trustee under the
hereinafter-defined Bond Indenture and as escrow agent hereunder (the “Bond Trustee” or the
“Escrow Agent”).
W I T N E S S E T H:
WHEREAS, The Industrial Development Authority of the City of Phoenix, Arizona (the
“Issuer”) previously issued its $89,140,000 aggregate original principal amount of Education
Facility Revenue Bonds (BASIS Schools, Inc. Projects), Series 2015A (the “Series 2015A
Bonds”) pursuant to the Bond Indenture, dated as of March 1, 2015 (the “Bond Indenture”),
between the Issuer and the Bond Trustee and made a loan (the “Loan”) of the proceeds of the
Series 2015A Bonds to the Borrower pursuant to the Loan Agreement, dated as of March 1, 2015
(the “Loan Agreement”), between the Issuer and the Borrower; and
WHEREAS, the Borrower desires to prepay a portion of the Loan by depositing with the
Escrow Agent moneys sufficient to pay all or a portion of the principal portion of the Loan
payments coming due on July 15, 2018 through and including June 15, 2019 described on
Exhibit A attached hereto and, in turn, prepay a portion of the principal of the Series 2015A
Bonds due or subject to mandatory redemption on July 1, 2019 (the “Principal Being Prepaid”);
and
WHEREAS, by the execution of this Escrow Agreement, the Borrower requests and
directs the Escrow Agent to apply the moneys received by the Escrow Agent to pay the Loan
payments and prepay the Principal Being Prepaid on the terms described herein; and
WHEREAS, in order to accomplish the foregoing, the sum of $1,600,000.00 shall be
transferred to the Escrow Agent by the Borrower to be deposited in the Escrow Fund (hereinafter
defined) and invested as provided herein; and
NOW, THEREFORE, in consideration of the mutual covenants and agreements herein
contained, the Borrower and the Escrow Agent agree as follows:
Section 1.
Definitions. As used herein, the term “Investment Obligations” means
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, and which are rated in the
highest rating category by S&P, Moody’s or Fitch.
All other capitalized terms used and not otherwise defined herein shall have the same
meaning given such terms in the Bond Indenture or Loan Agreement.
Section 2.
Deposit of Moneys. Concurrently with the execution and delivery of this
Escrow Agreement, the Borrower shall deposit with the Escrow Agent the aggregate sum of
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$1,600,000.00, which the Escrow Agent shall invest in the following Investment Obligation:
BAZ Short Term Cash Fund 1 (CUSIP JAO081820).
The cash and the Investment Obligations and any other amounts from time to time held
by the Escrow Agent hereunder shall be held in irrevocable trust by the Escrow Agent separate
and apart from other funds of the Borrower and the Bond Trustee and applied solely as provided
in this Escrow Agreement.
Section 3.

Establishment of Escrow Fund; Use and Investment of Moneys.

(a)
The Escrow Agent shall establish a special escrow fund with respect to the
Principal Being Prepaid (the “Escrow Fund”) to be held by the Escrow Agent in irrevocable trust
separate and apart from other funds of the Borrower and the Bond Trustee for the benefit of the
holders of the Series 2015A Bonds related to the Principal Being Prepaid. Following redemption
of the Series 2015A Bonds related to the Principal Being Prepaid on July 1, 2019, the Escrow
Agent shall disburse any funds remaining in the Escrow Fund and not otherwise pledged to the
payment of the Series 2015A Bonds related to the Principal Being Prepaid to the Borrower.
(b)
The Escrow Agent acknowledges receipt of the moneys described in Section 2
hereof and agrees immediately to invest said moneys in the Escrow Fund in the Investment
Obligation described in Section 2 hereof.
Section 4.

Payment of Loan Payments and Series 2015A Bonds.

(a)
Payment. The Escrow Agent shall, no later than each date on which the Loan
payments shall become due (as specified in Exhibit A hereto), liquidate the specified amount of
the Investment Obligations and transfer such amounts from the Escrow Fund to the Bond
Trustee, as paying agent for the Series 2015A Bonds, for deposit into the Bond Fund and use in
accordance with the Bond Indenture.
(b)
No Other Use. Unless there shall be compliance with Section 9 of this Escrow
Agreement, neither Investment Obligations nor moneys deposited in the Escrow Fund pursuant
to this Escrow Agreement nor principal or interest payments on any such Investment Obligations
shall be withdrawn or used for any purpose other than, and shall be held in trust for, the payment
of the Loan payments and, in turn, deposits into the Bond Fund required to pay the principal of
the Series 2015A Bonds related to the Principal Being Prepaid.
(c)
Priority of Payments. The holders of the Series 2015A Bonds related to the
Principal Being Prepaid shall have a first lien on the moneys and Investment Obligations in the
Escrow Fund until such moneys and Investment Obligations are used and applied as provided in
this Escrow Agreement.
(d)
Unclaimed Moneys. Subject to applicable law, anything in the Bond Indenture or
herein to the contrary notwithstanding, any moneys held by the Escrow Agent in the Escrow
Fund which remain unclaimed for four years after July 1, 2019 shall, at the written request of the
Borrower, be repaid by the Escrow Agent to the Borrower, as its absolute property and free from
trust, and the Escrow Agent shall thereupon be released and discharged with respect thereto and
the holders of such Series 2015A Bonds related to the Principal Being Prepaid shall look only to
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the Borrower for the payment thereof, provided, however, that the Escrow Agent shall first
comply with the notice requirements specified in the Bond Indenture.
Section 5.
Performance of Duties. The Escrow Agent agrees to perform the duties
set forth herein subject to the terms and conditions hereof and to the provisions of Article IX of
the Bond Indenture.
Section 6.
Indemnity. The Borrower hereby assumes liability for, and hereby agrees
(whether or not any of the transactions contemplated hereby are consummated) to indemnify,
protect, save and keep harmless the Escrow Agent and its successors, assigns, agents, employees
and servants, from and against any and all liabilities, obligations, losses, damages, penalties,
claims, actions, suits, costs, expenses and disbursements (including reasonable legal fees and
disbursements) or whatsoever kind and nature which may be imposed on, incurred by, or
asserted against, the Escrow Agent at any time (whether or not also indemnified against the same
by the Borrower or by any other person under any other agreement or instrument, but without
double indemnity) in any way relating to or arising out of the execution, delivery and
performance of this Escrow Agreement, the establishment hereunder of the Escrow Fund, the
acceptance of the funds and securities deposited therein, the purchase of the Investment
Obligations, the retention of the Investment Obligations or the proceeds thereof and any
payment, transfer or other application of moneys or securities by the Escrow Agent in
accordance with the provisions of this Escrow Agreement; provided, however, that the Borrower
shall not be required to indemnify the Escrow Agent against the Escrow Agent’s own negligence
or willful misconduct or the negligence or willful misconduct of the Escrow Agent’s successors,
assigns, agents, employees and servants or the breach by the Escrow Agent of the terms of this
Escrow Agreement. In no event shall the Borrower or the Escrow Agent be liable to any person
by reason of the transactions contemplated hereby other than to each other as set forth in this
section. The indemnities contained in this section shall survive the termination of this Escrow
Agreement and any assignment made by the Escrow Agent to a successor trustee pursuant to
Section 18 hereof.
Section 7.
Responsibilities of Escrow Agent. Neither the Escrow Agent nor its
successors or assigns shall be held to any personal liability whatsoever, in tort, contract or
otherwise, in connection with (i) the execution and delivery of this Escrow Agreement; (ii) the
creation of the Escrow Fund; (iii) the acceptance of the moneys or securities deposited therein;
(iv) the purchase of the Investment Obligations; (v) the retention of the Investment Obligations
or the proceeds thereof; (vi) the sufficiency of the Investment Obligations to accomplish the
payment of the Principal Being Prepaid; or (vii) any payment, transfer or other application of
moneys or obligations by the Escrow Agent in accordance with the provisions of this Escrow
Agreement or by reason of any non-negligent act, non-negligent omission or non-negligent error
of the Escrow Agent made in good faith in the conduct of its duties. The recitals of fact
contained in the “Whereas” clauses herein shall be taken as the statements of the Borrower, and
the Escrow Agent assumes no responsibility for the correctness thereof. The Escrow Agent
makes no representation as to the sufficiency of the Investment Obligations to accomplish the
payment of the Principal Being Prepaid and, except as otherwise provided herein, the Escrow
Agent shall incur no liability with respect thereto. The Escrow Agent shall not be liable in
connection with the performance of its duties under this Escrow Agreement except for its
negligence, misconduct or default, and the duties and obligations of the Escrow Agent shall be
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determined by the express provisions of this Escrow Agreement. The Escrow Agent may consult
with counsel and in reliance upon the written opinion of such counsel shall have full and
complete authorization and protection with respect to any action taken, suffered or omitted by it
in good faith in accordance therewith. Whenever the Escrow Agent shall deem it necessary or
desirable that a matter be proved or established prior to taking, suffering or omitting any action
under this Escrow Agreement, such matter may be deemed to be conclusively established by a
written certificate signed by an Authorized Representative of the Borrower.
Section 8.
Amendments. This Escrow Agreement is made for the benefit of the
Borrower and the holders from time to time of the Series 2015A Bonds related to the Principal
Being Prepaid and it shall not be repealed, revoked, altered or amended without the written
consent of all such holders, the Escrow Agent and the Borrower; provided, however, that the
Borrower and the Escrow Agent may, without the consent of, or notice to, such holders, amend
this Escrow Agreement or enter into such agreements supplemental to this Escrow Agreement as
shall not adversely affect the rights of such holders and as shall not be inconsistent with the
terms and provisions of this Escrow Agreement, for any one or more of the following purposes:
(i) to cure any ambiguity or formal defect or omission in this Escrow Agreement; (ii) to grant to,
or confer upon, the Escrow Agent for the benefit of the holders of the Series 2015A Bonds
related to the Principal Being Prepaid, any additional rights, remedies, powers or authority that
may lawfully be granted to, or conferred upon, such holders or the Escrow Agent; and (iii) to
include under this Escrow Agreement additional funds, securities or properties. The Escrow
Agent shall be entitled to rely conclusively upon an unqualified opinion of nationally recognized
municipal bond attorneys with respect to compliance with this Section 8, including the extent, if
any, to which any change, modification, addition or elimination affects the rights of the holders
of the Series 2015A Bonds related to the Principal Being Prepaid or that any instrument executed
hereunder complies with the conditions and provisions of this Section 8.
Section 9.
Term. This Escrow Agreement shall commence upon its execution and
delivery and shall terminate on the later to occur of (i) the date upon which the Loan payments
specified in Exhibit A hereto have been paid (and the related deposits into the Bond Fund for
payment of the Series 2015A Bonds related to the Principal Being Prepaid have been made) in
accordance with this Escrow Agreement; or (ii) the date on which no unclaimed moneys remain
on deposit with the Escrow Agent pursuant to Section 4(d) of this Escrow Agreement. Any cash
remaining in the Escrow Fund on or after the July 1, 2019 and not required for the prepayment of
the Loan payments (and the related deposits to the Bond Fund for payment of the Series 2015A
Bonds related to the Principal Being Prepaid) shall be paid to the Borrower free and clear of any
trust, lien, pledge or assignment securing the Series 2015A Bonds related to the Principal Being
Prepaid or otherwise existing under this Escrow Agreement.
Section 10. Compensation. The Borrower agrees to pay or cause to be paid the
Escrow Agent’s fees for services rendered under this Escrow Agreement from funds other than
the Escrow Fund as agreed between the Borrower and the Escrow Agent. The Escrow Agent’s
acts hereunder shall constitute services rendered under the Bond Indenture for purposes of
Article IX thereof; provided, however, that under no circumstances shall the Escrow Agent be
entitled to any lien whatsoever on any moneys or obligations in the Escrow Fund for the payment
of fees and expenses for services rendered by the Escrow Agent under this Escrow Agreement.
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If the Escrow Agent shall resign as such prior to the termination of this Escrow Agreement, it
shall refund to the Borrower a pro rata portion of the fees it received for such services.
Section 11. Severability. If any one or more of the covenants or agreements provided
in this Escrow Agreement on the part of the Borrower or the Escrow Agent to be performed
should be determined by a court of competent jurisdiction to be contrary to law, such covenants
or agreements shall be null and void and shall be deemed separate from the remaining covenants
and agreements herein contained and shall in no way affect the validity of the remaining
provisions of this Escrow Agreement.
Section 12. Counterparts. This Escrow Agreement may be executed in several
counterparts, all or any of which shall be regarded for all purposes as one original and shall
constitute and be but one and the same instrument.
Section 13. Governing Law.
accordance with the laws of the State.

This Escrow Agreement shall be construed in

Section 14. Days Other than Business Days. If the date for making any payment or
the last date for performance of any act or the exercising of any right, as provided in this Escrow
Agreement, shall be a Saturday, Sunday or a legal holiday or a day on which banking institutions
are authorized by law to close in the city in which the Escrow Agent is located, such payment
may be made or act performed or right exercised on the next succeeding day with the same force
and effect as if done on the nominal date provided in this Escrow Agreement, and no interest
shall accrue for the period after such nominal date.
Section 15. Assignment. This Escrow Agreement shall not be assigned by the Escrow
Agent or any successor thereto without the prior written consent of the Borrower except that the
right, title and interest of the Escrow Agent hereunder shall be assigned to, and its obligations
hereunder shall be assumed by, any successor trustee appointed pursuant to the Bond Indenture,
in which event the Escrow Agent shall be relieved of any further obligation hereunder.

[Remainder of page intentionally left blank.]
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EXHIBIT A
LOAN PAYMENTS TO BE PAID
Loan Payment Date

1

Principal Payment Amount

07/15/18
08/15/18
09/15/18
10/15/18
11/15/18
12/15/18
01/15/19
02/15/19
03/15/19
04/15/19
05/15/19
06/15/19

$ 140,833.33
140,833.33
140,833.33
140,833.33
140,833.33
140,833.33
140,833.33
140,833.33
140,833.33
140,833.33
140,833.33
50,833.371

Total Principal Prepayments

$1,600,000.00

The total principal portion of the Loan payment due on June 15, 2019, is $140,833.37, of which $50,833.37 is
being prepaid pursuant to this Escrow Agreement.
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