$18,000,000*

CALIFORNIA SCHOOL FINANCE AUTHORITY
EDUCATIONAL FACILITY 2018 TAX-EXEMPT LOAN
(KIPP BAY AREA PUBLIC SCHOOLS PROJECT)
EXECUTIVE SUMMARY

Borrower:

Project User:

Loan Amount:
Expected Issuance:

Project:

Debt Type:

Project Location:

County Served:

District in which Project is Located:

Charter Authorizer:

Est. Annual Payment:

Anticipated Rating:

Structure:

Sale Method:

Lender/Purchaser:

Bond Counsel:

Master Trustee:

RESOLUTION 18-20

KBARE (KIPP Bay Area Real Estate) (the “Borrower”)

KIPP Bay Area Public Schools as operator of KIPP
Bridge Academy and KIPP Heritage Academy

Not-to-exceed $18,000,000
September 2018

The proceeds of the Loan will be used to finance and
refinance the acquisition, construction, expansion,
remodeling, renovation, improvement, furnishing and
equipping of certain charter school educational facilities
and pay certain expenses incurred in connection with the
Loan and the financing of the Borrower’s Project.

Educational Facility 2018 Tax-Exempt Loan

See “Project Information” section

Alameda and Santa Clara

Oakland Unified School District and Franklin-McKinley
School District

Oakland Unified School District and Franklin-McKinley
School District

$1,020,000

N/A
Up to $18,000,000 Tax-Exempt Fixed Rate Loan

Private Placement

Mutual of Omaha Bank

Orrick, Herrington & Sutcliffe LLP

Zions First National Bank

*Not-to-exceed Amount



. Use of Loan Proceeds / Project Information

KBARE wishes to obtain a tax-exempt bank loan from Mutual of Omaha Bank to refinance a
construction loan and to reimburse KIPP Bay Area Public Schools (KBAPS) for each of the two
projects, construction of both which will be completed prior to closing the Loan. The Loan will have
a term of 5-years and can be refinanced beginning in year 1 by paying a redemption premium of
2% in year 1 and dropping 1% annually to par in year 3. The two projects are: 1) KIPP Bridge
Academy, which operates at 1700 Market Street, in Oakland, California and, 2) KIPP Heritage
Academy, which operates at 423 Los Arboles Street, in San Jose, California. The site on which
the Oakland facility is located and an existing 53K sq. ft. facility containing 25 classrooms is leased
by KBARE from Oakland Unified School District for a term of 20-years, with two 10-year renewal
options. Additionally, KBARE is constructing a 17K sq. ft. annex with funds from KBAPS on the
leased ground for the 2018-19 school year; With respect to the KIPP Heritage Academy in San
Jose, KBARE leases the site from the Franklin-McKinley School District under a 30-year lease,
with two 5-year renewal options. KBARE also constructed and owns a one-story 30K sq. ft.
modaular facility and adjacent gymnasium. The construction was financed by a loan arranged by
Pacific Charter School Development (PCSD) and funds from KBAPS. This project was completed
in July 2017 and is now occupied.

Site Landlord Location Purpose Amount
KIPP Bridge 1700 Market 1700 Market St., Oakland, ) .
Academy LLC CA Refinancing | $10,195,000
KIPP
. Seven Trees 423 Los Arboles St., San , :
Heritage LLC Jose, CA Refinancing | $9,995,000
Academy

Total Estimated Project Costs | $20,190,000

Il KIPP Bay Area Public Schools / KIPP Bay Area Real Estate

The Borrower is KBARE, a California nonprofit public benefit corporation exempt from federal
income tax under section 501(a) as an organization described under section 501(c)(3) of the
Internal Revenue Code. KBARE was formed as a support corporation for KBAPS, also a California
non-profit public benefit corporation and also an organization described under section 501(c)(3).
In 2017-18, KBAPS operated 12 schools across the Bay Area, educating over 5,000 students of
which over 77% qualified for free or reduced lunch. KBARE is the initial Obligated Group
Representative and the sole member of two California limited liability companies associated with
this project: 1) 1700 Market School LLC, the landlord for KIPP Bridge Academy, and 2) Seven
Trees School LLC, the landlord for KIPP Heritage Academy, and these two LLCs are the initial
members of the obligated group. The facilities will be leased by 1700 Market School LLC and
Seven Trees School LLC to KBAPS pursuant to the respective leases. Each lease is payable
solely from the revenues of the school that is party to the applicable lease.

lil. Financial Structure
The loan from Mutual of Omaha Bank will have a 5-year term, a tax-exempt interest rate of

approximately 4.25%, and will be pre-payable beginning in year 1 at a 2% premium, declining 1%
annually to par in year 3. The bank has indicated it prefers the note to be transferable.



Iv. Security and Source of Payment

The loan will be secured by leasehold Deeds of Trust on both Bridge and Heritage encumbering
KBARE's leasehold interests in each property through the single member LLCs. Source of
repayment will be lease payments received by the LLCs from KBAPS. The leases are payable
solely from the revenues of KBAPS derived from the operation of Bridge and Heritage. Lease
rents will be paid, on behalf of KBAPS, by the State Controller directly to Mutual of Omaha Bank
through the CSFA Intercept program under Education Code section 17199.4. KBAPS is required
under the leases to maintain certain financial covenants at each of the two schools, as well as at
the network level.

V. Preliminary Sources and Uses/Costs of Issuance

Below are the preliminary estimated sources and uses, and detailed information about the
expected costs of issuance for board consideration. Please note that these figures are subject to
change between the time the board packets are distributed and the time the board meets, and are
further subject to final pricing. Members will be provided updated figures should significant changes
occur before the board meeting date.

Estimated Sources & Uses

Sources: L UL Total
: (Tax-Exempt)

Loan Proceeds

Par Amount: $15,690,000.00 $15,690,000.00
Equity Contribution: $4,500,000.00  $4,500,000.00

Total: $20,190,000.00 $20,190,000.00
Uses: Series 2018A Total

(Tax-Exempt)

Project Fund Deposits:
Refinance PCSD:  $3,000,000.00  $3,000,000.00
Refinance KBAPS: $12,300,000.00 $12,300,000.00
KBAS Equity Contribution: ~ $4,500,000.00  $4,500,000.00
Total: $19,800,000.00 $19,800,000.00

Other Fund Deposits:
Debt Service Reserve Fund: $0.00 $0.00

Delivery Date Expenses:
Costs of Issuance: $390,000.00 $390,000.00

Total: $390,000.00 $390,000.00

Total: $20,190,000.00 $20,190,000.00




Estimated Costs of Issuance

Costs of Issuance: Budgeted Amount
Issuer Fee $19,000.00

Annual Admin Fee $2,700.00
Agent-for-Sale Fee $6,000.00
Issuer’s Counsel Fee $8,000.00

Financial Advisor Fee

(including expenses) $60.000.00
Bond Counsel Fee $75,000.00
Trustee Fee $5,000.00

Title Insurance Fee $25,000.00
Borrower's Counsel Fee $35,000.00
Appraiser Fee $13,500.00

Bank Fee/Other Fees $140,800.00
Total COI $390,000.00

VL. Borrower Financial Data

Pursuant to Section 17183.5 of the CSFA Act, financing through the Authority is to be provided
only to projects demonstrated by the participating party to be financially feasible. In demonstration
of feasibility, the participating party may take into account all of its funds, and may base future
projections upon historical experience or reasonable expectations, or a combination thereof.
Nothing in Section 17183.5 shall be construed to imply that any project is required to produce
revenue in order to be financed under this chapter. Pursuant to this provision, Exhibit A contains
financial and operational information for KIPP Bay Area Schools, KIPP Heritage Academy, and
KIPP Bridge Academy.

VIl. Due Diligence Undertaken to Date

No information was disclosed to question the financial viability or legal integrity of the Borrower.
Standard opinions of counsel (i.e., that the borrowing entity has been duly organized, is in good
standing, is a 501(c)(3) organization, has the full authority to enter into all documents which are
valid and binding, etc.) will be delivered at closing.

VIIl. Sales Restrictions
Given that the Loan will be made by Mutual of Omaha Bank, the following restrictions will apply:

The Note will be in minimum denominations of $100,000;
The Note will be privately placed initially to QIBs and Als;
The initial Note purchaser will be required to execute an Investor Letter;
Subsequent transfers of the Note will be limited to QIBs and Als;
Sales restrictions conspicuously noted on the Note and described in detail in offering
materials, if any, as well as will be in the Loan documents;
One or more of the following will be required depending on the transaction, as requested
by the financing team and approved by the Authority:
a. Traveling Investor Letter; or

aobrwn=
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Higher minimum denominations of $250,000; or
Physical Delivery; or
Limited initial sale to QIBs, with subsequent transfers limited to QIBs as well; or
e. Other investor protection measures
7. Loan repayments will be made via the intercept mechanism outlined in Section 17199.4 of
the Education Code

Qoo

IX. Staff Recommendation

Staff recommends CSFA approve Resolution Number 18-20 Authorizing a Loan to the Authority in
an Amount Not to Exceed $18,000,000, the Issuance by the Authority of a Promissory Note
Evidencing the Obligations of the Authority in Connection with Such Loan, and a Loan from the
Authority to KBARE, to Finance and Refinance a project at Educational facilities Located in
Alameda and Santa Clara Counties for use by KIPP Bay Area Public Schools, providing the terms
and conditions for such loans and promissory note and other matters relating thereto, and
authorizing the execution of certain documents in connection therewith.



Exhibit A — 5 Year Financial Projections, Enroliment and Coverage Ratios

KIPP Bridge Academy Audited  Unaudited
Actuals Actuals
INCOME STATEMENT 1617 17118 18/19 19020 20021 2522 22023 23124
+ Total Revenue
Total Revenue 6,740,608 5,718,850 @675024 7532811 82828023 8,707.967 0420536 0,780,384
- Operating Expenses (5.248,978) (5,525.854) (7.245,051) (7.873,128) (B.517.871) (B,910.171) (9.408,876) (0.770,006)
+ Depraciation 25,481 25481 25481 25,481 25,481 25,481 25,481 25,481
+ Regional Support Office Fees (subo 614,681 812717 TiB.282 808,813 B27.214 bee.308 1054588 1.093.286
+ Rent o ] 670,000 670,000 G70.000 670.000 880,000 680,000
Met Available for Debt Service 2.131.702 B32.302 863.735 1.182,077  1.347.826 1.6516756 1.720,728 1.805.435
Debt Service + Lease Costs o ] 480,928 480,826 400,826 400,928 400,028 490,928
Diebt Service Coverage Ratio 1.76x 2.37x 2.75x 3.18x 3.51x 3.68x
Required Debt Service Coverage 10 110 1.10% 1.10% 1.10x 1.10% 1.10% 1.10x
Meeting Debt Service Coverage as fes fes fes fes Yes fes es
ENROLLMENT
TK 19 26 25 25 25 25 25 25
K-3 225 214 252 280 308 338 338 338
4-8 215 223 237 248 248 248 278 278
7-8 135 105 103 121 142 155 188 172
Total at Starf-of-Year 594 568 B17 574 T23 TG4 a08 812
KIPP Heritage Academy Audited Unaudited
Actuals Actuals
INCOME STATEMENT 1617 1THe 1819 19720 20/ 222 2213 23024
+ Total Revenue
Total Revenue 3,284,360 4,741,850 5,038,581 4,843,875 5,006, 868 254,515 54188957 5,584,508
- Operating Expenses (2,847,078) (4.052,188) (4.700,610) (4.922.711) (5113,700) (5.317.380) (5.413.408) (5604.062)
+ Depreciation 1,015 1.015 1.015 1.015 1.015 1.015 1.015 1.015
+ Regional Support Office Fees (sulx 309,208 503,263 523,280 523518 540,438 557,504 575,268 523,488
+ Rent 55,878 750,000 750,000 T50.000 780,000 760,000 760,000 T70.000
Met Available for Debt Service 863,483 1,044,000 1,803,245 1,205, 708 1,284,821 1,265,744 1,330,748 1,344 061
Debt Service + Lease Costs 55,870 270,840 820,822 632,688 636,023 630,484 843,014 648.877
Debt Senvice Coverage Ratio 15.43x 373 2 58x 2.05x 2.02x 1.86x 2.08x 2.08x
Reguired Debt Service Coverage 1.10x 110 1.10x% 1.10= 1.10x 1.10x 110 1.10x
Meeting Debt Senvice Coverage ez Yes Yes fes Yes es Yes es
ENROLLMENT
5th 112 117 120 120 120 120 120 120
6th 111 120 118 118 118 118 118 118
Tth 112 103 108 108 108 108 108 108
8th 0 109 102 102 102 102 102 102
Total at Start-of-Year 335 449 448 448 448 448 448 448




KIPP Bay Area Public Schools —2018-19 Adopted Budget

KIPP Bay Area Schools
[« at: oro

Preparad on May 1, 2013

Fiscal Year Ending Juns 30, 2018
BUDGET SUSMITTED FOR
BOARD APPROVAL KBAS KBARE
RSO {Incl.
King 5anJoss  §F Collage SpEd, KTC, KBAS KBARE
= Bayvlew Bayview EI Eridge Excelencla Heartwood  Heritage Prizs SFBay  Summit Colleglate  Collaglate Prep wallamt  Mavigats ¥r 05} Ellmination  Subéotal KBARE Ellmination  Subbofal TOTAL
ENUE
Siate & Local ADA Reverue 294534 1324296 5906255 706262 4171843 4185083 4119250 3646893 3997548 GEI6TEZ  SOM2790 45B4667 4239286 1657087 i 0 60470319 0 ] 0 60470319
Federal Reverue 1912788 45100 194,387 9577 172575 147.991 184636 150405 142341 206,449 179248 130990 17120 45,136 TE2,049 0 2969274 o ] D 2969274
Omer Stale Revenua 559,051 18,415 506,742 70517 290,622 6&7,258 245,145 351,508 250,542 203,189 153,630 252,936 65,737 ] 3,882,295 7,868,293 0 D 0 7,863,233
‘Grants & Phil 0 1,191,042 0 a ] o o 0 a a 1] 1] 297,086 1284,234 19,063,600 (10,584,703] 11,201,321 9,650,000 2.430,0000 7,250,000 18,541,321
Sudent Charges & Fundraising 16,093 11,100 55,040 52 205 T4 17,248 48,406 20,000 £2,B55 121,155 129,656 28,746 32,338 5,550 1] 1] 675,203 0 o 0 675,202
TOTAL REVENUE 37228656 2583952 6,675,026  7.705.04 4,709,541 5038581 4538422 4205 206 117,556 6411585 49397,533 4806711 2335057 23708844 (10,584 70%) 83,274,403 3,680,000 (22300005 7,250,000 30,524,405
EXPENSES
Parscnngsl
Teacher Salaries 1113584 450,386 1,885.454 2505841 1483516 1348622 1237950 1405250 1.420.351 2ZD004E5 2035201 1641888 1333038 535219 1] 0 20382614 1] ] 0 20392614
Administrative Salares 636,13 459064 1,333,974 103845 E35499 525,543 TS425r  GT1ASE 630,502 1,297,040 574,796 £83,727 E13,925 465070 15965711 0 27061457 1] ] 0 27061457
Empioyee Beneflis 412,545 248,626 503,843 911,428 f 455,845 510451 406,065 526,791 TET.TE2 713,387 563,086 545,150 280672 2.654.265 0 11,589,840 0 o 0 11559,640
Tolal Persennel Expenzse 2162653 1,168,096 4023317 4505412 2E51,107 2462011 2502882 2572777 267044 4095287 3728384 Z305,700  ZE3E113 1242181 15,615,378 0 53.013,72 [] [1] 0 55013712
Instructional Expensas
Slabe Approved Texis a a 1] 24221 ] o 10,000 o 3.225 6,000 13,233 6,000 ] 16,337 a o ES.0TT 1] ] 1] 85,077
MNon-Text Instructional Resourcas 2,000 20,002 35,380 28,185 14727 o o 1052 a 1,300 8073 9,000 17,235 8,250 1] o 145,285 1] ] 1] 145,235
Instrucional Materials & Supplies T 107451 355,060 433262 143,08 132,038 216,198 124,132 148,024 301,863 305,058 111,630 483855 £3,169 a o 3,107,005 1] ] 1] 3,107,005
Food Service & Suppiles 8,243 2,500 1] a ] a7 B31 o 45,524 1112 1] 4534 ] o a o 177 1] ] 1] 17,70
Fleld Tripe 16,463 2,740 43,000 52515 51,205 4,000 72,150 32,000 20,000 50,000 57,932 50,000 25737 13,150 1] o 615,998 1] ] 1] 615,996
Special Education Encroachment 135,444 99,015 257,135 303385 2284 185,704 231,225 20390 273,563 278.0m 264,050 201,022 205,622 104,434 0 {2,985913) o 1] ] 1] ]
Other Contract Sarvices a 5,069 15,000 950% o 10,241 6,000 5,000 10,721 55,000 47 256 372,200 10,000 3155935 [1] 1] 351,589 0 o 0 951,589
Total Instruchonal Expenses 235,509 36T 713,585 6 TES 431,571 413,590 536254 382575  S05453 TB3. 147 701,674 754,488 745,513 561,335 0 [2,385313] 5,022 655 [] [] [] S0Z2 655
Fundralzing & Marksting BE3 AT o BE3A3T 1] ] 1] GE3.437
‘Operations Sanvices 26,320 o 26,320 1] ] 1] 25,320
Finance & Accountng 205,624 o 205,624 1] ] 1] 205,624
KIPF Through Collegs 219477 o 219477 o 1] o 219477
Consultants [Leqal, Faciitiaa) 129,000 1] 129,000 D D D 129,000
Human Resource Serdces 306,545 o 386,546 1] ] 1] 395,546
Academic Servicas 1,252 623 o 1,252 623 o 1] o 1252623
Adminlafrative Expansss
Administrative Materials & Supplles 27,857 14,361 36,510 41261 2237 25,57 26,805 29,024 25,582 48,767 k- ] 23,610 19,076 9,504 45,600 o 438,352 1] ] 1] 433,352
Operations & Housekeeping 122,307 46,553 262,960 230,545 126,236 139,343 123,649 110,462 118,213 184,732 133,107 210,198 159,752 60,138 o 2,108,604 o 1] o 2,108,604
Fadities 329,665 63,069 B4E, 541 183,532 143,371 841,148 1,133,388 127,341 138,704 201,189 112,726 143,005 123,732 B1,005 2,622,503 273,458 D 273,453 2,895,401
Professional Feas & Senvices §15.240 257113 34,511 1,153.470 £99.41% 651,996 553280 2 S83O07E 632277 1020612 551,189 723,169 TO2,T3E 30651 2,144,593 1] o 2144993
Communications 16,173 11,330 35,001 39,291 2107 20,542 20,509 20,270 18,085 532 24,533 25,726 2,735 12,936 247,328 1] D 1] 247,329
Technoiogy Infrastructure & Blended 149,654 165,530 283,976 425,205 229,675 133,778 187,106 211,118 185,038 251,506 222,315 199,138 311,606 114,216 3,500,244 1] D 1] 3,500,224
! 23,515 15352 141,958 13832 o7, 200 SE7E 111,574 27,764 24 375 204 728 112,202 30,821 18,356 23,100 957,100 514,522 o 514,522 1.511,931
Ti & Expanass 1,188.17 SB3.077 2,433,758 2180527 1,240,246 1854008 2136511 1,125,055 1142176 2040458 1616272 1388718 1.3535,078 531,581 1,260,854  [3,588,730) 13,255,534 788,320 0 788,320 13,047 854
TOTAL EXPENSE 3590189 1583952 T 236658 T EE2 724 4323224 47FE10 5235427 4084 406 A4 335ETE  ES18.500 6045330 5024504 4805711 2395007 23813858 (12574703 78,208,827 788,320 1] 788,320  T5957 247
Other Income
Spedial One-Time Revenue je.q. Prop 10 a 1] 1] a ] o o o a 1] D D o a 1] o 1] D 1] ]
Wed Intenest Income [Expense) a a 0 a o o o ] a 71717 0 ] o o SE313 o 418 B54,509) o B54.509) 343,094)
et Income (Loes) 132677 e00.000  [551.835) 42257 386,616 308,570  [535.385) 124,753 157,612 176,333 355,054 {27.555) 0 &00,000 478,118 2,430,000 4 575,838 8,057,171 (24300000 5807171 10,184,068
Cash Flow
Beginning Cash 1315733 0 2,035,657 Al 3w 4955378 1333197  7ES231 1,727.883 2851523 1978177 3,807,554 B283,356 200,000 O SE3:.213 0 77804577 385,982 o 335982 TE1S0S2E
Het Incomsa 132,677 600,000 551.535) 42247 385,616 308970 [536,235) 124,795 157,612 176,553 365,054 7 0 500,000 478,118 o 2,145,598 8,037,1M ] 8,037,171 10,184,056
Depraciation 15.620 a 25481 a ga.827 1018 B1.574 26,738 20,593 Z2B3.EH 82,905 ] o 33,284 o GED,440 S14.822 ] 1.204,262
Intracompany Loans a 1] 1] a ] o o o a 1] 1] D D O 11,550,000 0 11,850,000 (11, } D ]
Extemnal Loans a 1] 0 a o o o o o [117.E71) 0 0 o o a 1] (11787 9,051,573 o 8,943,802
Capital Expendlburss a a 1] a {160,000) o o o a a {150,000} 1] 1] o a o | (5.641,817) 1] I 5.971,817)
Omer [g.g receivables, payabies) 0 {400,000} 0 a o o o ] '] '] 0 ] D (400000) (1128217} D [1,328217) 0 ] 0 7]
Ending Cash 1,464,050 200,000 1,433,542 B25328 2,251,818 1,643,182 193,621 1,675,420 2,830,134 2320678 4,105,513 B4, 583 200,000 200,000 56,567,338 0 90,115,226 07,801 0 07,801 30,623,027
Fund Balancs
[Beginning Fund Ealance 1.374.4929 0 3328288 1.503542 4534497 1325983 2,058,258 1389610 2.857.E90 E.550.BES 3,361,754 541,640 g32.582 O 85ETOE1S 0 120,423,751 2BE,066 o ZBE0ES 120714817
Med Incoms (Loss) 132 677 600,000 551,535) 42267 385,616 308970 ([S36335) 124790 157,612 176,553 365,054 27,565] 0 500,000 478,118 1] 2, 145 B98 8,037,171 o 8,037,171 10,184,056
Ending Fund Balanca 1,507,175 00000 2763658 1546330 5.321,113 1635553 1421283 1514410 3015502 7027804 3,726 818 914075 632,882 600,000 50,348 735 0 123,575,648 8,323,237 0 8,323,237 130,858,585




