MAGNOLIA

EDUCATIONAL & RESEARCH

FOUNDATION

Magnolia Public Schools

Board Meeting

Date and Time
Thursday April 6, 2017 at 6:00 PM

Location
MSA 4: 11330 W. Graham Place Los Angeles, CA 90064 Rm: B6 & B7

AGENDA
Regular Meeting of the MPS Board of Directors
Access to the Board Meeting: Any interested parties or community members
from remote locations may attend the meeting at the following school sites or the
addresses where the Board members are joining the meeting from:

Remotely by dialing in to the numbers below:

Open Session- Dial: 1.844.572.5683 Code: 1948435

* MSA- San Diego: 6365 Lake Atlin Ave San Diego, CA 92119 (Dr. Salih Dikbas)

¢ MSA- Santa Ana: 2840 W. 1st St. Santa Ana, CA 92703 (Dr. Remzi Oten)

* 1363 Ridgecrest Rd Pinole CA 94564 (Mr. Orazov)

* 69-425 Waikoloa Beach Dr. Waikoloa Village, HI 96738 (Dr. Saken Sherkhanov)
* 940 Steward Dr. Sunnyvale, CA 94085 (Dr. Umit Yapanel)

* 449 36th St. Brooklyn NY 11232 (Mr. Nguyen Huynh)

Sites open to the public for remote participation:

* MSA- 3: 1254 E. Helmick St. Carson, CA 90746

e MSA- 7: 18355 Roscoe Blvd. Northridge, CA 91325

* MSA- San Diego: 6365 Lake Atlin Ave San Diego, CA 92119
* MSA- Santa Ana: 2840 W. 1st St. Santa Ana, CA 92703

In compliance with the Americans with Disabilities Act (ADA) and upon request,
Magnolia Public Schools may furnish reasonable auxiliary aids and services to qualified
individuals with disabilities. Individuals who require appropriate alternative
modification of the agenda in order to participate in Board meetings are invited to
contact the MPS central office. If you need special assistance to attend the meeting,
please notify Barbara Torres at (213) 628-3634 x100 to make arrangements and
accommodate your disability.

Any public records relating to an agenda item for an open session of the Board which
are distributed to all, or a majority of all, of the Board members shall be available for



public inspection at 250 East 1st Street Ste 1500 Los Angeles, CA 90012.

MPS Board Members:

Ms. Noel Russell- Unterburger, President
Dr. Umit Yapanel, Secretary

Mr. Serdar Orazov, Treasurer

Dr. Saken Sherkhanov

Dr. Salih Dikbas

Dr. Remzi Oten

Ms. Diane Gonzalez

Mr. Nguyen Huynh

Mr. Haim Beliak

CEO & Superintendent:
Dr. Caprice Young

Notice of Closed Session Agenda Items
Due to space limitations on the following pages of the agenda, notice of closed session
agenda items is provided here.

V. 1 Conference with Legal Counsel—Anticipated Litigation
Significant exposure to litigation pursuant to paragraph (2) or (3) of subdivision (d) of
Section 54956.9: One (1) case

Agenda

I. Opening Items

A. Call the Meeting to Order

B. Record Attendance and Guests
C. Pledge of Allegiance 1
D. Public Comments 10
E. Approval of the Agenda Vote 1
F. Approve Minutes of Regular Board Approve

Meeting; March 9, 2017 Minutes
G. Approve Minutes of Special Board Approve

Meeting- March 31, 2017 Minutes

Il. Consent Agenda

A. Approval of Imagine Etiquette as a Vote Kenya
Vendor for 2017-18 for Leadership/ Jackson
Etiquette Programs

B. Approval of MyOn District-Wide Vote Kenya
Contract and MOU for 2017-18 Jackson

C. Approval of Meals Plus- Food Service Vote David
Management Software Agreement for Yilmaz &
all MPS for 2017-18 Nanie

Montijo

D. Approval of Ratified 2016-17 Arts in Vote David

Action Charter School Agreement Yilmaz &

Contract for all MPS



E. Approval of MSA 7 Facility Lease
Contract for 2017-18

Ill. Action Items

A. Prop 39 Clean Energy Funds Contract
Award

B. MERF Capital Projects for MSA-1, SD,
and SA incl. Resol. to Compl. 2017
Series B CSFA Bond Financing

IV. Discussion and Information Items

A. LCAP Stakeholder Engagement
Update and Public Comment on the
LCAP Progress

B. Financial Update- February 2017
Financials

C. Public Announcement of Closed
Session ltem(s)

V. Closed Session

A. Conference with Legal Counsel—
Anticipated Litigation

B. Public Report of Action,If Any,Taken
in Closed Session & Vote or
Abstention of Board Members
Present

VI. Closing Items
A. Adjourn Meeting

Vote

Vote

Vote

FYI

Discuss

FYI

Discuss

FYI

Vote

Nanie
Montijo
Frank
Gonzalez

Frank
Gonzalez

John Phan &
Nanie
Montijo

Alfredo
Rubalcava

Kristin Dietz

Noel
Russell-
Unterburger

Noel
Russell-
Unterburger

15

10

10



Agenda Cover Sheets

Section: Il. Consent Agenda

Item: A. Approval of Imagine Etiquette as a Vendor for 2017-18 for
Leadership/Etiquette Programs

Purpose: Vote

Key Result:

Submitted by:

Related Material: || A Ettiquette Vendor Approval.pdf

Section: Il. Consent Agenda

Item: B. Approval of MyOn District-Wide Contract and MOU for 2017-18
Purpose: Vote

Key Result:

Submitted by:
Related Material:

This item will be postponed until the May 2017 board meeting

Section: Il. Consent Agenda

Item: C. Approval of Meals Plus- Food Service Management Software
Agreement for all MPS for 2017-18

Purpose: Vote

Key Result:

Submitted by:

Related Material: || C Meal Plus Food Service Contract.pdf

Section: Il. Consent Agenda

Item: D. Approval of Ratified 2016-17 Arts in Action Charter School
Agreement Contract for all MPS

Purpose: Vote

Key Result:

Submitted by:

Related Material: |l D Arts in Action Contract.pdf

Section: Il. Consent Agenda

Item: E. Approval of MSA 7 Facility Lease Contract for 2017-18
Purpose: Vote

Key Result:

Submitted by:
Related Material: || E 2017-18 MSA 7 Lease Agreement.pdf



Section:

Item:

Purpose:

Key Result:
Submitted by:
Related Material:

Section:
Item:

I1l. Action Items
A. Prop 39 Clean Energy Funds Contract Award
Vote

Il A MPS Clean Energy Awards.xIsx
Il A Prop 39 Clean Energy Contract.pdf

I11. Action Items
B. MERF Capital Projects for MSA-1, SD, and SA incl. Resol. to

Compl. 2017 Series B CSFA Bond Financing

Purpose:

Key Result:
Submitted by:
Related Material:

Section:
Item:

on the LCAP Progress
Purpose:

Key Result:
Submitted by:
Related Material:

Section:

Item:

Purpose:

Key Result:
Submitted by:
Related Material:

Vote

Il B Bond Financing for MSA SA, SD, 1.pdf
Il B Part 2 .pdf
Updated Bond Resolution.pdf

IV. Discussion and Information Items
A. LCAP Stakeholder Engagement Update and Public Comment

FYI

IV A LCAP Stakeholder Engagement.pdf

IV. Discussion and Information Items
B. Financial Update- February 2017 Financials
Discuss

IV B Feb Financials 2017.pdf



MAGNOLIA

EDUCATIONAL & RESEARCH

FOUNDATION

Magnolia Public Schools
Minutes

Regular Board Meeting

Date and Time
Thursday March 9, 2017 at 6:30 PM

Location
MSA Santa Ana: 2840 W. 1st Street Santa Ana, CA 92703 1st Floor Rm 120

AGENDA
Regular Meeting of the MPS Board of Directors
MPS Board Members:
Ms. Noel Russell- Unterburger, President
Dr. Umit Yapanel, Secretary
Mr. Serdar Orazov, Treasurer
Dr. Saken Sherkhanov
Dr. Salih Dikbas
Dr. Remzi Oten
Ms. Diane Gonzalez
Mr. Nguyen Huynh
Mr. Haim Beliak

CEO & Superintendent:
Dr. Caprice Young

Notice of Closed Session Agenda Items
Due to space limitations on the following pages of the agenda, notice of closed session
agenda items is provided here.

IV. A Conference with Legal Counsel—Anticipated Litigation
Significant exposure to litigation pursuant to paragraph (2) or (3) of subdivision (d) of
Section 54956.9

IV. B Public Performance Evaluation: Chief Executive Officer and Superintendent

Board Members Present



H. Beliak (remote), N. Huynh, N. Russell-Unterburger, R. Oten, S. Dikbas, S. Orazov, U.
Yapanel

Board Members Absent
D. Gonzalez, S. Sherkhanov

l. Opening Items

A. Record Attendance and Guests
H. Beliak participated from Magnolia Science Academy-6, all other board
members whom participated attended in person from Magnolia Science
Academy- Santa Ana. Chief Executive Officer, C. Young, did not participate. Refer
to attendance information above for more details.

B. Call the Meeting to Order

N. Russell-Unterburger called a meeting of the board of directors of Magnolia
Public Schools to order on Thursday Mar 9, 2017 @ 6:50 PM at MSA Santa Ana:
2840 W. 1st Street Santa Ana, CA 92703 1st Floor Rm 120.

C. Pledge of Allegiance
MSA-Santa Ana student lead the Board and attendees in the Pledge of Allegiance.

D. Public Comments
There were no public comments.

E. Oral Communications
No oral communications were made.

F. Approval of Agenda
N. Russell-Unterburger made a motion to approve the agenda as presented.
R. Oten seconded the motion.
The board VOTED unanimously to approve the motion.

Roll Call
U. Yapanel Absent
S. Sherkhanov Absent
S. Dikbas Aye
R. Oten Aye
N. Huynh Aye
N. Russell-Unterburger Aye
D. Gonzalez Absent
S. Orazov Absent
H. Beliak Aye

G. Approve Minutes of Regular Board Meeting; February 9, 2017
N. Russell-Unterburger made a motion to approve minutes from the Regular
Board Meeting on 02-09-17.
N. Huynh seconded the motion.
The board VOTED unanimously to approve the motion.
Roll Call
R. Oten Aye
H. Beliak Aye
N. Russell-Unterburger Aye
S. Orazov Absent



S. Sherkhanov Absent

S. Dikbas Aye
N. Huynh Aye
U. Yapanel Absent
D. Gonzalez Absent

Il. Consent Agenda

A. Approval of Additional Teacher Substitute Vendor for 2016-17; Direct Ed.
N. Russell-Unterburger made a motion to approve Consent Items A-D as
presented.

S. Dikbas seconded the motion.
The board VOTED unanimously to approve the motion.

Roll Call
U. Yapanel Absent
H. Beliak Aye
N. Russell-Unterburger Aye
S. Dikbas Aye
D. Gonzalez Absent
S. Orazov Aye
N. Huynh Aye
R. Oten Aye
S. Sherkhanov Absent
S. Orazov arrived late.
S. Orazov, MPS board member, arrived at 7:04 pm and begin voting from

consent items moving forward.

B. Approval of Safe Zone Resolution
N. Russell-Unterburger made a motion to approve consent items A-D as
presented.
S. Dikbas seconded the motion.
The board VOTED unanimously to approve the motion.

Roll Call
S. Orazov Aye
H. Beliak Aye
S. Sherkhanov Absent
R. Oten Aye
N. Russell-Unterburger Aye
S. Dikbas Aye
U. Yapanel Absent
N. Huynh Aye
D. Gonzalez Absent

C. Approval of 2017-18 School Calendars for all Magnolia Science Academies
N. Russell-Unterburger made a motion to approve the consent items A-D as
presented.

S. Dikbas seconded the motion.
The board VOTED unanimously to approve the motion.

Roll Call
S. Sherkhanov Absent
N. Huynh Aye
S. Dikbas Aye
N. Russell-Unterburger Aye
S. Orazov Aye
H. Beliak Aye



D. Gonzalez Absent
R. Oten Aye
U. Yapanel Absent

D. Approval of Revised 2016-17 Employee Handbook Re: STRS and PERS
N. Russell-Unterburger made a motion to approve the consent items A-D as
presented.

S. Dikbas seconded the motion.
The board VOTED unanimously to approve the motion.

Roll Call
R. Oten Aye
S. Dikbas Aye
N. Huynh Aye
D. Gonzalez Absent
S. Orazov Aye
S. Sherkhanov Absent
H. Beliak Aye
N. Russell-Unterburger Aye
U. Yapanel Absent

I1l. Action Items

A. Conflict of Interest Training for MERF Board of Directors
J. Simmons, attorney from Young, Minney & Corr, LLP, gave the training to Form
700 filers of Magnolia Science Academy -1, 2, 3, MPS home office, and MPS Board
of Directors. This item was a training, no actions required.
U. Yapanel arrived in person at 8:10 p.m.

B. Approval of Revised Fiscal Policies to Align with LACOE MOU Requirement
N. Montijo, Chief Financial Officer, spoke on the policies that are being presented.
She explained that these changes would apply to all Magnolia Public Schools
(MPS) and they are in alignment with the requirements from Los Angeles County
of Education's (LACOE's) Memorandum of Understanding requirements. The
policies presented for approval are the following; Bank Account Reconciliation,
Fixed Asset Control and Leased payroll desk policy. N. Montijo explained each
policy in depth and addressed all questions.

S. Orazov made a motion to approve the Revised Fiscal Policies for all MPS.
N. Russell-Unterburger seconded the motion.
The board VOTED unanimously to approve the motion.

Roll Call
H. Beliak Aye
U. Yapanel Aye
S. Orazov Aye
S. Sherkhanov Absent
N. Russell-Unterburger Aye
N. Huynh Aye
R. Oten Aye
S. Dikbas Aye
D. Gonzalez Absent

C. Approval of Anti-Nepotism Policy
A. Rubalcava, Chief External Officer, presented the Anti-Nepotism policy. He
explained that legal has worked on and has reviewed these policies. J. Simmons
from Young Minney and Corr, LLC (YMC) provided background on this policy.
R. Oten made a motion to approve the Anti-Nepotism Policy.



S. Orazov seconded the motion.
The board VOTED unanimously to approve the motion.

Roll Call
S. Orazov Aye
S. Dikbas Aye
D. Gonzalez Absent
N. Huynh Aye
H. Beliak Aye
S. Sherkhanov Absent
U. Yapanel Absent
R. Oten Aye
N. Russell-Unterburger Aye

. Approval of Conflict of Interest Policy for Magnolia Science Academy 1, 2 and 3
A. Rubalcava, Chief External Officer, explained the Conflict of Interest Policy for
MSA-1, 2, and 3 along with the Conflict of Interest Code. He explained the reason
for the changes and explained that this policy aligns with the request in LACOE's
MOU. A. Rubalacava He addressed questions.
S. Orazov made a motion to approve Conflict of Interest Policy for MSA-1, 2, 3.
N. Russell-Unterburger seconded the motion.
The board VOTED unanimously to approve the motion.

Roll Call
S. Orazov Aye
S. Dikbas Aye
N. Huynh Aye
H. Beliak Aye
R. Oten Aye
U. Yapanel Aye
N. Russell-Unterburger Aye
S. Sherkhanov Absent
D. Gonzalez Absent

. Approval of Revised Conflict of Interest Code for Magnolia Science Academy 1, 2 and

A. Rubalcava, Chief External Officer, spoke on the revised Conflict of Interest
Code for MSA-1, 2, and 3. This will only impact schools that are authorized by
LACOE. By approving this item our Conflict of Interest Code will align with
LACOE's MOU requirements. J. Simmons, attorney from YMC, explained the
difficulty of having different schools authorized by different authorizers and
therefore having schools comply with different conflict on interest codes that
include specific language requested by each authorizer. He explained that the
organization should get their own Conflict of Interest Code approved by the Fair
Political Practice Commission (FPPC), with this, all MPS will be responsibly to
comply with only one Conflict of Interest Code. Attorneys and MPS staff
addressed all questions.

N. Russell-Unterburger made a motion to approve the revised Conflict of Interest
Code for MSA-1, 2, and 3.

N. Huynh seconded the motion.

The board VOTED unanimously to approve the motion.

Roll Call
N. Russell-Unterburger Aye
S. Sherkhanov Absent
H. Beliak Aye
R. Oten Aye
N. Huynh Aye

S. Orazov Aye



S. Dikbas Aye
D. Gonzalez Absent
U. Yapanel Aye

. Approval of Investment Policy for all MPS

N. Montijo, Chief Financial Officer, presented the Investment Policy to the Board.
N. Unterburger and S. Orazov, MPS Board Chair and MPS Board Treasurer,
presented their concerns of the policy and made suggestions of additions and
edits.

N. Russell-Unterburger made a motion to table the Investment Policy for
Magnolia Public Schools.

S. Orazov seconded the motion.

The board VOTED unanimously to approve the motion.

Roll Call
D. Gonzalez Absent
S. Dikbas Aye
H. Beliak Aye
R. Oten Aye
U. Yapanel Aye
S. Orazov Aye
S. Sherkhanov Absent
N. Russell-Unterburger Aye
N. Huynh Aye

. Approval of 2016-17 Second Interim Reports and January 2016 Financials for all MPS
K. Dietz, EdTec representative, presented the second interim reports to the
Board. She reviewed the positive and negative financials for all MPS. K. Dietz,
mentioned the improvement in expense coding and the reduction numbers of
uncategorized expenses. O. Revish, Human Resource Director, explained the
STRS implementations that are going to be put in place into Paycom to address
the reporting needs and streamline the process. S. Acar and E. Acar, Regional
Directors, elaborated on the STRS and PERS concerns and explained the steps
that have been put in place to ensure that these concerns are addressed. N.
Montijo, Chief Financial Officer, informed the Board of the current status with
FCMAT.

N. Russell-Unterburger made a motion to approve the 2016-17 Second Interim
Financials for all MPS.

S. Orazov seconded the motion.

The board VOTED unanimously to approve the motion.

Roll Call
S. Orazov Aye
H. Beliak Aye
U. Yapanel Aye
N. Huynh Aye
R. Oten Aye
S. Sherkhanov Absent
D. Gonzalez Absent
S. Dikbas Aye
N. Russell-Unterburger Aye

. Approval of MSA Santa Clara Deficit Transfer Treatment

N. Montijo, Chief Financial Officer, explained the loss treatment of MSA Santa
Clara due to the closure of the site. The total loss of 1,176,563.13 will be
recorded in the MERF books for the current year. She explained that legal's
advice is to not distribute the loss to schools, MERF home office should absorb



the full loss. K. Dietz, EdTec representative, assisted in explaining the 4 year
absorption plan. The Board discussed the comparison of the loss when the
closure of PTS- Orangevale took place. All questions were addressed.

S. Orazov made a motion to approve the proposed inter-agency loan to MERF in
the amount of $442,020.37.

N. Russell-Unterburger seconded the motion.

The board VOTED to approve the motion.

Roll Call
U. Yapanel Aye
R. Oten Abstain
N. Huynh Aye
N. Russell-Unterburger Aye
D. Gonzalez Absent
S. Orazov Aye
S. Dikbas Aye
H. Beliak Aye
S. Sherkhanov Absent

I. Approval of Project Update and Approvals Related to MSA 1 Facility
F. Gonzalez, Chief Growth Officer (CGO), updated the board on the MSA-1 Facility
and the construction of the new building. He explained the work that has already
been done and what work is still needed. He explained the challenges with
working with the City of Los Angeles regarding the gymnasium and the project
with the LA Kings. S. Acar, Chief Operations Officer, presented more detail on the
MSA-1 project. F. Gonzalez, CGO, addressed all questions.
U. Yapanel made a motion to approve the project updated and approvals related
to MSA-1 Facility.
S. Orazov seconded the motion.
The board VOTED unanimously to approve the motion.

Roll Call
S. Dikbas Aye
D. Gonzalez Absent
H. Beliak Aye
N. Russell-Unterburger Aye
S. Orazov Aye
S. Sherkhanov Absent
U. Yapanel Aye
N. Huynh Aye
R. Oten Aye

). Approval of Project Update and Approvals Related to MSA San Diego Facility
F. Gonzalez, Chief Growth Officer, gave an update on MSA-San Diego facility. He
explained the expected timeline and details of the project. F. Gonzalez, gave
details on the demolition of the current building. He explained the cost and the
reimbursement procedure of the expenses. S. Acar, Chief Operations Officer,
presented details on the time constraints with the construction and the projected
opening day of the school.

The costs will be reimbursed as soon as the Hamlin Bond comes through. The
time frame is 30 days to demolish. Hamlin funding would close on April 26.
S. Orazov made a motion to approve project update and approvals related to
MSA-San Diego Facility.
S. Dikbas seconded the motion.
The board VOTED unanimously to approve the motion.
Roll Call
S. Dikbas Aye



U. Yapanel Aye
S. Orazov Aye
N. Russell-Unterburger Aye
N. Huynh Aye
H. Beliak Aye
R. Oten Aye
D. Gonzalez Absent
S. Sherkhanov Absent

. Approval of Bridge Financing for MSA-San Diego and MSA-Santa Ana Projects
N. Montijo, Chief Financial Officer, presented the Bridge Financing item. N.
Montijo, Chief Financial Officer and N. Huynh, MPS Board Director, presented
details on the financing. They explained the projects and the current financial
needs. All questions were addressed.

N. Huynh made a motion to approve the Bridge Financing for MSA Santa Ana and
San Diego Projects as needed up to $7 million. Because final proposal analysis is
incomplete and due to the urgency of the decision timeline, the board delegates
the final decision on this item to a closed session of an ad hoc committee
consisting of the board president (Noél Russell Unterburger), the facilities
committee chair (Nguyen Huynh), and S. Dikbas.

N. Russell-Unterburger seconded the motion.

The board VOTED unanimously to approve the motion.

Roll Call
S. Orazov Aye
N. Russell-Unterburger Aye
R. Oten Aye
S. Dikbas Aye
U. Yapanel Aye
N. Huynh Aye
D. Gonzalez Absent
H. Beliak Aye
S. Sherkhanov Absent

. Approval of Amended Project Budget and Prop 1D Financing for MSA Santa Ana
F. Gonzalez, Chief Growth Officer,presented the MSA Santa Ana (MSA-

SA) Amended Project Budget and Prop 1D Financing item. He explained the
changes to the original plan that came along the way as the construction was in
progress. He also elaborated on the past MPS Board approved budget for this
project. The project budget and 5% contingency was approved in July of 2015 but
the source of this contingency amount was not identified. Staff is requesting and
intra-company loan with MSA-Santa Ana to cover this contingency. MSA-SA will
payback this loan when its ADA has increased. Staff addressed all questions.

N. Russell-Unterburger made a motion to approve the inter-agency loan
according to the attached schedule to fund the portion of the MSA Santa Ana
phase one school site project not covered by the Proposition 1D bonds.

N. Huynh seconded the motion.

The board VOTED to approve the motion.

Roll Call
S. Sherkhanov Absent
N. Russell-Unterburger Aye
R. Oten Abstain
S. Orazov Abstain
U. Yapanel Aye
D. Gonzalez Absent
S. Dikbas Aye
N. Huynh Aye



H. Beliak Aye
IV. Closed Session Items

A. Conference with Legal Counsel—Anticipated Litigation
Closed Session discussion was postponed.

B. Public Performance Evaluation: Chief Executive Officer and Superintendent
Closed Session discussion was postponed.

V. Discussion Items

A. Academic Update
Written report was delivered, there was no discussion.

B. 2017 Bond Financing Update
Discussion of the 2017 Bond Financing item was postponed until the next board
meeting.

VI. Closing Items

A. Adjourn Meeting
There being no further business to be transacted, and upon motion duly made,
seconded and approved, the meeting was adjourned at 10:30 PM.

Respectfully Submitted,
N. Russell-Unterburger



MAGNOLIA

EDUCATIONAL & RESEARCH

FOUNDATION

Magnolia Public Schools
Minutes

Special Board Meeting

Date and Time
Friday March 31, 2017 at 6:30 PM

Location
Teleconfernce: Dial:1.844.572.5683 Code: 1948435

AGENDA
Special Meeting of the MPS Board of Directors

MPS Board Members:

Ms. Noel Russell- Unterburger, President
Dr. Umit Yapanel, Secretary

Mr. Serdar Orazov, Treasurer

Dr. Saken Sherkhanov

Dr. Salih Dikbas

Dr. Remzi Oten

Ms. Diane Gonzalez

Mr. Nguyen Huynh

Mr. Haim Beliak

CEO & Superintendent:
Dr. Caprice Young

Notice of Closed Session Agenda Items
Due to space limitations on the following pages of the agenda, notice of closed session
agenda items is provided here.

lll. A Conference with Legal Counsel—Anticipated Litigation
Significant exposure to litigation pursuant to paragraph (2) or (3) of subdivision
(d) of Section 54956.9: One (1) case

lll. B Public Employee Performance Evaluation
Title: Chief Executive Officer and Superintendent



lll. C Public Employment

Title: Chief Executive Officer and Superintendent

lll. D Public Employee Discipline/Dismissal/Release

Board Members Present
N. Russell-Unterburger (remote), R. Oten (remote), S. Dikbas (remote), S. Sherkhanov
(remote), U. Yapanel (remote)

Board Members Absent
D. Gonzalez, H. Beliak, N. Huynh, S. Orazov

l. Opening Items

A.

Record Attendance and Guests

U. Yapanel joined from MSA- Santa Ana, for all other attendance details refer to
attendance information above.

. Call the Meeting to Order

N. Russell-Unterburger called a meeting of the board of directors of Magnolia
Public Schools to order on Friday Mar 31, 2017 @ 6:37 PM at Teleconfernce:
Dial:1.844.572.5683 Code: 1948435.

. Public Comments

There were no public comments.

. Approval of Agenda

N. Russell-Unterburger made a motion to approve the agenda as presented.
U. Yapanel seconded the motion.
The board VOTED unanimously to approve the motion.

. Public Announcement of Closed Session Item(s)

N. Russell-Unterburger, announced the Closed Session items that were going to
be discussed.

Closed Session Items

A.

C.

D.

Conference with Legal Counsel—Anticipated Litigation
This item was discussed in Closed Session.

. Public Performance Evaluation: Chief Executive Officer and Superintendent

This item was discussed in Closed Session, review public report below for actions
taken.

Public Employment Title: Chief Executive Officer and Superintendent

Public Employee Discipline/Dismissal/Release

Il1l. Open Session- Action Items



A. Public Report of Action,If Any,Taken in Closed Session & Vote or Abstention of Board
Members Present

N. Russell-Unterburger made a motion to issue the 90 day notice on the current

CEO contract with the intent of negotiating a new contract with new terms within

60 days.

S. Sherkhanov seconded the motion.

The board VOTED unanimously to approve the motion.

Roll Call
D. Gonzalez Absent
S. Orazov Absent
R. Oten Aye
H. Beliak Absent
N. Russell-Unterburger Aye
S. Dikbas Aye
N. Huynh Absent
U. Yapanel Aye
S. Sherkhanov Aye

B. Approval of Legal Services Agreement with Snell & Wilmer, LLP
S. Sherkhanov made a motion to approve the legal services agreement with Snell
& Wilmer, LLP as presented.
N. Russell-Unterburger seconded the motion.
The board VOTED unanimously to approve the motion.

Roll Call
N. Russell-Unterburger Aye
S. Sherkhanov Aye
H. Beliak Absent
R. Oten Aye
S. Orazov Absent
U. Yapanel Aye
D. Gonzalez Absent
S. Dikbas Aye
N. Huynh Absent

C. Possible Board Approval of Employment Agreement for Chief Executive Officer and
Superintendent

N. Russell-Unterburger made a motion to table this item for a future meeting of

the Board.

U. Yapanel seconded the motion.

The board VOTED unanimously to approve the motion.

Roll Call
S. Orazov Absent
S. Sherkhanov Aye
S. Dikbas Aye
N. Russell-Unterburger Aye
U. Yapanel Aye
R. Oten Aye
D. Gonzalez Absent
H. Beliak Absent
N. Huynh Absent

D. Oral report of salary or compensation paid in the form of fringe benefits to CEO &
Superintendent



N. Russell-Unterburger made a motion to table this item for a future meeting of
the Board.

U. Yapanel seconded the motion.
The board VOTED unanimously to approve the motion.

Roll Call
S. Dikbas Aye
R. Oten Aye
S. Sherkhanov Aye
U. Yapanel Aye
N. Russell-Unterburger Aye
H. Beliak Absent
N. Huynh Absent
D. Gonzalez Absent
S. Orazov Absent

IV. Closing Items

A. Adjourn Meeting

There being no further business to be transacted, and upon motion duly made,
seconded and approved, the meeting was adjourned at 8:41 PM.

Respectfully Submitted,
N. Russell-Unterburger



MAGNOLIA

PUBLIC SCHOOLS

Board Agenda Item # Agenda #II A

Date: April 6, 2017

To: Magnolia Board of Directors

From: Caprice Young, Ed.D., CEO & Superintendent
Staff Lead: Kenya Jackson, Chief Academic Officer

RE: Imaging Etiquette as Approved Vendor

Proposed Board Recommendation

I move that the board approve Imagine Etiquette as a vendor for all Magnolia Public Schools.

Background
The total for the services of this company per school was less than $25K which is within CEO's

approval limit, but several other schools also started being more interested in their services and
now we are expecting to exceed $25K per year max limit under CEO's limit. Therefore we are in
need of Board approval. Currently the schools using the program are MSA 3, 5, 4 and Santa Ana.
With this approval, all MSA’s will be able to work with the vendor if they choose to do so.

Budget Implications

e Services will be paid using the school’s Title I, SPED STEP Grants and Professional
Development sources to support students and parents.
e CFO has reviewed and approved

How Does This Action Relate/Affect/Benefit All MSAs?
To target the specific needs of students enrolled in MPS Schools, Imagine

will administer a customized leadership/etiquette programs for various
MPS schools:

WBusiness Leadership/Etiquette Programs

WBoys Only Leadership/Etiquette Programs

WGirls Only Leadership/Etiquette Programs

Wl ife Coaching Skills and Social Development Programs

WSelf Esteem/Self Awareness (“SEVA”) Intervention/Leadership

\V
250 E. 1* Street Suite 1500, Los Angeles, CA 90012 | www.magnoliapublicschools.org




High Risk Programsi
Imagine’s leadership/etiquette programs embodies the structure and

building blocks for creating confident students who are more focused,
eager to learn, and respectful students.
Parent Workshops are structured to develop and provide tools to create

better partnerships with students, teachers and the administrative staff.
Listed below are examples of different types of Parent Workshops offered
by Imagine:

- Benefits of Positive Parenting

- Building Relationships and Respect between Parents, Teachers and
Administrative Staff

- Behavioral Strategies and How to Make it Work

- Parenting Guidelines

- Problem-Solving at Home and at School

- Understanding Social Media/Cyber Bullying and

How It Affects Students

- Structuring Home Environments for Student Success

The overall objective is to ensure that parents understand the

importance of working together with teachers, as well as their children, in
order to create a positive school/home environment.
Teacher/Administrative Staff Workshops are structured to develop and
provide tools to create better partnerships with students, teachers and

the administrative staff.

Name of Staff Originator:

Kenya Jackson, Chief Academic Officer

Exhibits (attachments):

Copy of Proposal
2016-2017 MPS Survey: Student results that focus on Self-efficacy and Persistence

Copy of current school data: behavior and academics



Attached are MPS-wide reports from Panorama.
https://drive.google.com/drive/folders/0B-PqEz5hobtoSUV0oQy1VYWJQeDQ

In your school-level reports, you can see how you compare to "others nationally"
since we are using the CORE survey instrument.

MPS-wide, for the 8 topics, our student ratings were ranked "average compared
to others nationally."

Staff and families had four topics. Staff ratings for the four topics were ranked
average as well. For the family topics though, we were ranked average for two
and "above average" for the other two:

Family survey:

ABOVE AVERAGE COMPARED TO OTHERS NATIONALLY
--Climate of Support for Academic Learning (96%)

--Sense of Belonging (School Connectedness) (94%)

AVERAGE COMPARED TO OTHERS NATIONALLY
-Knowledge and Fairness of Discipline, Rules and Norms (93%)
-Safety (92%)

You can check your own school 's national comparison in Panorama.
MPS-wide, highest and lowest rated questions are as follows.

SECONDARY STUDENTS:

Highest-rated topics (75% or above approval rating)

« During the past 30 days, I was polite to adults and peers. (85%)

During the past 30 days, I came to class prepared.(84%)

During the past 12 months, how many times on school property have you been
afraid of being beaten up? (80% marked zero times)

During the past 30 days, I remembered and followed directions. (79%) (41%
marked Almost All of the Time; 38% marked Often.)

Teachers give students a chance to take part in classroom discussions or
activities. (77%)

This school clearly informs students what would happen if they break school



rules. (75%)

Lowest-rated topics (50% or below approval rating)

« I can do well on all my tests, even when they're difficult. (50%)

« To what extent were you able to disagree with others without starting an
argument? (Quite A Bit or A tremendous Amount) (49%)

All students are treated fairly when they break school rules. (47%)

During the past 30 days, how clearly were you able to describe your feelings?
(47%)

I can master the hardest topics in my classes. (41%)

My intelligence is something that I can't change very much. (Not At All True or
A Little True) (39%) (29% marked "Somewhat True"; 22% marked "Mostly
True"; 11% marked "Completely True")

Students treat teachers with respect. (39% marked Agree or Strongly Agree) (40%

marked Neither Agree Nor Disagree)



Imagine Efiquette & Image Consulting, Inc.
March 27, 2017

Scope of Services

Leadership/Etiquette Programs for
Magnolia Public Schools
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Scope of Services

Imagine Efiguette & Image Consulting, Inc. (“Imagine”) creates
customized comprehensive leadership/etiquette programs for children,
girls and boys, Kindergarten through 12th grade.

Name of School: Magnolia Public Schools (“MPS”).

School(s) Served: Selected by MPS (maximum number
of eight (8) schools for the 2017/2018
year)

Programs Provided to MPS: Leadership/Etiquette Programs

Years of Contract with MPS One (1) Year

Name of MPS contact: Kenya Jackson, CFO

Email Address: kjackson@magnoliapublicschools.org

Address: 250 East 1+t Street, Suite 1500,

Los Angeles, California 90012
Phone Number: (213) 628-3634 x112

Service Description

This service provides leadership/etiquette programs for the students of
MPS.

Mrs. Bernadette Fernandez, Owner and Director of Imagine, met with
Mrs. Kenya Jackson, Chief Academic Officer of Magnolia Public Schools
(“MPS”) and has addressed the specific needs of various schools in the
Magnolia Public School district.

Imagine has agreed to create customized comprehensive
leadership/etiquette programs designed to target behavioral issues and
academic concerns as well as providing techniques for students to learn
respect, accountability, and lessons in confidence, decision making,
goal setting, and conflict resolution.
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VI.

Description of Leadership/Etiquette
Programs

To target the specific needs of students enrolled in MPS Schools, Imagine
will administer a customized leadership/etiquette programs for various
MPS schools:

e Business Leadership/Etiquette Programs

e Boys Only Leadership/Etiquette Programs

e Girls Only Leadership/Etiquette Programs

¢ Life Coaching Skills and Social Development Programs

e Self Esteem/Self Awareness (“SEVA”) Intervention/Leadership
High Risk Programs!

Imagine’s leadership/etiguette programs embodies the structure and
building blocks for creating confident students who are more focused,
eager to learn, and respectful students.

Contract Capacity

The maximum number of students in each class setting is twenty-five (25).
The minimum number of students in each setting is ten (10).

Please note: The SEVA Intervention "High Risk” programs allows a
maximum number of 15 students per class session.

Unit of Service

Imagine will provide 2-4 hours per week, minimum 2 visits per week,
including class instruction, class visits , clinical interventions, behavior
management and one-on-one counseling with students, family
members, principals, teachers and administrative staff regarding
student’s progress.

Service Delivery Requirements

Imagine’s leadership/etiquette program covers over 20 important topics
that are relevant to success in society, including communication,
decision making, goal setting, and conflict resolution which falls under

I SEVA is a "“High Risk” Intervention program for students who are disruptive in class and
not excelling academically. SEVA is designed to build confidence in students so they are
able to integrate back into the classroom setting with grace, ease and success.
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VII.

the guidelines of the Overcoming Obstacles Life Skills Program of the
Common Core State Standards.

All leadership/etiquette programs will include the following:

Provide qualified personnel to facilitate each program.

Weekly communication, via email or in person, with the principal,
teachers and staff members regarding status of students enrolled in
the program.

Weekly class visits to ensure students are using the tools provided in
the leadership/etiquette programs (2-3 hours per week).

Provide reports regarding students’ engagement and participation in
each leadership/etiquette program.

Assist principal, feachers and administrative staff with disciplinarian
actions for students.

Communication with principal, teachers and administrative staff
regarding students’ plan-of-action to increase academic scores and
decrease negative behavior points.

Meet with parents to discuss behavior and academics as planned
with the school’s principal (optional).

Provide students with folders, worksheets, charts, reference materials,
and writing materials.

Provide and administer quizzes at the end of each session.

Provide copies of Student Surveys at the end of each session
regarding achievements, growth and interest.

Provide Certificates of Completion to each student at the end of the
school year or if students are graduating, will provide Certificates of
Completion at their graduation.

Attend school’s graduation (the attendance is based on Mrs.
Fernandez's availability).

Additional Services

Conflict Resolution — Imagine will assist MSA School’s principal with
conflict resolution amongst students, teachers and administrative staff
members. Imagine will also attend meetings, if necessary, with parents
and students to discuss and address behavioral issues in school.
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Empowerment and Family Support Services — Imagine will assist MSA
School’s principal and/or administrative staff with parental guidance,
empowerment and support, parent education, instructional modeling.
Hours of operation for these services will accommodate all participants
involved.

Case Management and Aftercare — SEVA Intervention (“High Risk”)
Students Only - Imagine will assist MSA School’s principal and/or
administrative staff with the development and implementation of a
student specific transition plan out of the SEVA program. Students and
parents are guided with next steps for their child’s confinued success.

VIII. Target Population

Imagine will focus on the needs of the students selected by the principal
and/or staff members of Magnolia Science Academy (“MSA") schools.
The students are male and female. Depending on the programs
selected by each MSA School, the males and females are separated.

Terms and Payment of Contract

MPS has requested Imagine to engage in a one (1) year contract up to
and including eight (8) of its Magnolia Science Academy (“MSA™)
Schools for the 2017/2018 school year.

Imagine’s proposal of fees for up to and including eight (8) MSA Schools
for the 2017/2018 school year is $25,000 per school.

It is the understanding of Imagine that each school is responsible for its
own budget and some schools may have a higher budget for Imagine’s
services.

It is also the understanding that each Principal of participating MSA
Schools is responsible for contacting Imagine and discussing the type of
programs he/she is interested in for the 2017/2018 school year.

Furthermore, it is the understanding of MPS and its affiliates that the
selection of the leadership/etiquette programs, dates and times of the
programs are discussed and scheduled with each participating MSA
School’s principal and Imagine. Upon which time, the principal will
decide which leadership/etiquette program(s) would best suit the needs
of their students.
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X. Workshops

In addition to the aforementioned leadership/etiquette programs,
Imagine offers Parent and Teacher Workshops.

Parent Workshops are structured to develop and provide tools to create
better partnerships with students, tfeachers and the administrative staff.

Listed below are examples of different types of Parent Workshops offered
by Imagine:

- Benefits of Positive Parenting

- Building Relationships and Respect between Parents, Teachers and
Administrative Staff

- Behavioral Strategies and How to Make it Work

- Parenting Guidelines

- Problem-Solving at Home and at School

- Understanding Social Media/Cyber Bullying and
How It Affects Students

- Structuring Home Environments for Student Success

The overall objective is to ensure that parents understand the
importance of working together with teachers, as well as their children, in
order to create a positive school/home environment.

Teacher/Administrative Staff Workshops are structured to develop and
provide tools to create better partnerships with students, feachers and
the administrative staff.

Listed below are examples of different types of Teacher/Administrative
Staff Workshops offered by Imagine:

- Building Relationships and Respect between Teachers and Parents

- Behavioral Strategies and How to Make it Work

- Keeping Yourself Encouraged (And Spreading it Around)

- Problem-Solving at School

- Creating Cooperative Families

- Structuring School Environments for Student Success

- Handling Aggressive Children in the Classroom

- “No | Won't and You Can’t Make Me!l"Effectively Handling Power
Struggles

- Creating Teamwork

The overall objective is to proper tools for teachers and the
administrative staff to build a rapport with parents and students thereby
establishing relationships that frames respect, trust and community
support
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Xl

X,

XIII.

Parent and Teacher Workshops are provided at One Thousand Five
Dollars ($1,500) for a three (3) series, one-hour workshop.

Parent and Teacher Workshops are provided at no additional cost to the
MSA Schools whose yearly contract is Twenty-Five Thousand Dollars
($25,000) and above.

Referral/ Admission Process

Students are selected for the leadership/etiquette programs by MSA
School’s principal.

Details of the selection process for each leadership/etiquette program
are determined by the needs of the students.

Operating Hours

Imagine’s leadership/etiquette programs are offered to MSA Schools
Monday through Friday. The hours available for scheduling the
leadership/etiquette programs are: 8:30 a.m. — 4:30 p.m.

Please note: Hours for scheduling the leadership/etiquette programs
depends on locations of MSA Schools.

Imagine is closed during MPS School’s Holidays, Spring Break,
Thanksgiving and Winter Breaks which are referenced in the final
contract.

Administrative Staff

The following are members of Imagine Etiquette & Image Consulting, Inc.

Bernadette
Fernandez,
Owner/Director

Michelle M. Milford, Patricia Wells,
Executive Assistant Accounting Dept.
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XIV.Data

Imagine will provide data reports and/or additional data reports as
requested by MPS. Data collecting begins at the beginning and
concludes at the end of each fiscal school year.

Attached are data charts for MSA’s Schools for the 2016/2017 school
year.

XV. Outcomes

85% of students, during the course of their participation in the SEVA
Intervention “High Risk” Program, have improved dramatically in
behavior and academics.

75% of students served in the Girls Only Efiquette program showed a
decreased in social media bullying, in-school bullying and in increase
rate in self-confidence, respect and accountability.

80% Overall school behavior will be maintained at a higher percentage
than the previous years without the leadership/etiquette programs.

If necessary, Imagine will have 1-3 more clinical contacts per week with
a particular student, family and principal during the SEVA Intervention
“High Risk” program. Measurement: Individual program data and files
will indicate the number of weekly contacts during the intensive phase
of communications.
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MSA-3
SEVA Intervention "High Risk" Program
Academic Data Chart
September 2016 - March 2017

15 Female Students S
M Sx2
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Sx14

Sep-16 Oct-16 Nov-16 Dec-16 Jan-17 Feb-17 Mar-17 Sx15
Month

*Academic Data is measured for each Student by Coolsis reporting.

Graph represents Students academics prior to enrollment into the SEVA program. Students on average
were failing 2 or more core and/or elective classes.

Students prior and during enrollment into the SEVA program:

Sx4, Sx9, Sx10, and Sx12 had F's in 3 core and/or elective classes. Sx4, Sx9, Sx10, and Sx12 grades
improved over the duration of the SEVA program and now Sx4, Sx9, Sx10 and Sx12 has C's and above
in all classes.

Overall, Students academics improved over the duration of the SEVA program with a minimum of C
grades or above.


Fernandez
Typewritten Text
*Academic Data is measured for each Student by Coolsis reporting.
Graph represents Students academics prior to enrollment into the SEVA program. Students on average were failing 2 or more core and/or elective classes.
Students prior and during enrollment into the SEVA program:
Sx4, Sx9, Sx10, and Sx12 had F's in 3 core and/or elective classes. Sx4, Sx9, Sx10, and Sx12 grades improved over the duration of the SEVA program and now Sx4, Sx9, Sx10 and Sx12 has C's and above in all classes.
Overall, Students academics improved over the duration of the SEVA program with a minimum of C grades or above.
.


MSA-3
SEVA Intervention "High Risk" Program
Behavior Data Chart
September 2016 - March 2017
15 Female Students
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*Behavior Data is measured for each student by Coolsis reporting.

Graph represents Students' negative behavior points prior to enroliment into the SEVA program.
Students negative behavior range between 10-30 points.

Students prior and during enroliment into the SEVA program:

Sx7, Sx10, Sx11, and Sx12 behavior was over negative 20 points. Sx7, Sx10, Sx11, and Sx12 negative
points decreased over the duration of the SEVA program and now Sx7, Sx10, Sx11, and Sx12 has a
minimum of 5 positive behavior points.

All Students behavior was collectively between negative 10-30 points prior to enrolling into the SEVA
program. All Students’ behavior improved and their negative behavior points decreased significantly by
more than half over the duration of the SEVA program.


Fernandez_1
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*Behavior Data is measured for each student by Coolsis reporting.
Graph represents Students' negative behavior points prior to enrollment into the SEVA program. Students negative behavior range between 10-30 points.
Students prior and during enrollment into the SEVA program:
Sx7, Sx10, Sx11, and Sx12 behavior was over negative 20 points.  Sx7, Sx10, Sx11, and Sx12 negative points decreased over the duration of the SEVA program and now Sx7, Sx10, Sx11, and Sx12 has a minimum of 5 positive behavior points.
All Students behavior was collectively between negative 10-30 points prior to enrolling into the SEVA program.  All Students’ behavior improved and their negative behavior points decreased significantly by more than half over the duration of the SEVA program.



MSA-3
SEVA Intervention "High Risk" Program
Academic Data Chart
September 2016 - March 2017
15 Male Students
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*Academic Data is measured for each Student by Coolsis reporting.

Graph represents Students academics prior to enroliment into the SEVA program. Students on average
were failing 3 or more core and/or elective classes.

Students prior and during enroliment into the SEVA program:

Sx1 was a good student academically - GPA 3.0. Upon enrolling into the SEVA program, Sx1 attitude
and behavior improved tremendously and thus Sx1 GPA improved to a 3.62!

Sx3 had 2 F's in core and/or elective classes. Sx3 grades improved over the duration of the SEVA
program and now Sx3 has C's in all core and elective classes.

Overall, Students were collectively failing 2 or more core and/or electives classes. All Students
academics improved over the duration of the SEVA program with a minimum of C grades or better.


Fernandez_2
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*Academic Data is measured for each Student by Coolsis reporting.
Graph represents Students academics prior to enrollment into the SEVA program. Students on average were failing 3 or more core and/or elective classes.
Students prior and during enrollment into the SEVA program:
Sx1 was a good student academically - GPA 3.0.  Upon enrolling into the SEVA program, Sx1 attitude and behavior improved tremendously and thus Sx1 GPA improved to a 3.62!
Sx3 had 2 F's in core and/or elective classes. Sx3 grades improved over the duration of the SEVA program and now Sx3 has C's in all core and elective classes.
Overall, Students were collectively failing 2 or more core and/or electives classes.  All Students academics improved over the duration of the SEVA program with a minimum of C grades or better.
.


MSA-3
SEVA Intervention "High Risk" Program
Behavior Data Chart
September 2016 - March 2017
15 Male Students
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*Behavior Data is measured for each Student by Coolsis reporting.

Graph represents Students' negative behavior points prior to enrollment into the SEVA program.
Students negative behavior range between 10-30 points.

Students prior and during enroliment into the SEVA program:

Sx1 was a good student academically - GPA 3.0. Upon enrolling into the SEVA program, Sx1 attitude
and behavior improved tremendously and thus Sx1 GPA improved to a 3.62!

Sx6, Sx10, Sx12, Sx13 and Sx14 behavior was over negative 20 points. Sx6, Sx10, Sx12, Sx13 and
Sx14 negative points decreased over the duration of the SEVA program and now Sx6, Sx10, Sx12, Sx13
and Sx14 has a minimum of 2 positive behavior points.

All Students behavior was collectively between negative 10-30 points prior to enrolling into the SEVA
program. All Students’ behavior improved and their negative behavior points decreased significantly by
more than half over the duration of the SEVA program.
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*Behavior Data is measured for each Student by Coolsis reporting.
Graph represents Students' negative behavior points prior to enrollment into the SEVA program. Students negative behavior range between 10-30 points.
Students prior and during enrollment into the SEVA program:
Sx1 was a good student academically - GPA 3.0.  Upon enrolling into the SEVA program, Sx1 attitude and behavior improved tremendously and thus Sx1 GPA improved to a 3.62!
Sx6, Sx10, Sx12, Sx13 and Sx14 behavior was over negative 20 points. Sx6, Sx10, Sx12, Sx13 and Sx14 negative points decreased over the duration of the SEVA program and now Sx6, Sx10, Sx12, Sx13 and Sx14 has a minimum of 2 positive behavior points.
All Students behavior was collectively between negative 10-30 points prior to enrolling into the SEVA program.  All Students’ behavior improved and their negative behavior points decreased significantly by more than half over the duration of the SEVA program.



MSA-5
SEVA Intervention "High Risk" Program
Academics Data Chart
October 2016 - March 2017
12 Female Students msxl

10
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*Academic Data is measured for each Student by Coolsis reporting.

Graph represents Students academics prior to enrollment into the SEVA program. Students on average
were failing 3 or more core and/or elective classes.

Students prior and during enroliment into the SEVA program:

Sx9 had F's in 3 core and/or elective classes. Sx9 grades improved over the duration of the SEVA
program and now Sx9 has C's in all classes.

All Students were collectively failing 2 or more core and/or elective classes. All Students academics
improved over the duration of the SEVA program.
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*Academic Data is measured for each Student by Coolsis reporting.
Graph represents Students academics prior to enrollment into the SEVA program. Students on average were failing 3 or more core and/or elective classes.
Students prior and during enrollment into the SEVA program:
Sx9 had F's in 3 core and/or elective classes. Sx9 grades improved over the duration of the SEVA program and now Sx9 has C's in all classes.
All Students were collectively failing 2 or more core and/or elective classes.  All Students academics improved over the duration of the SEVA program.



MSA-5
SEVA Intervention "High Risk" Program
Behavior Data Chart
October 2016 - March 2017
12 Female Students msxl
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*Behavior Data is measured for each student by Coolsis reporting.
Graph represents Students negative behavior points prior to enrollment into the SEVA program. Students
negative behavior range between 15-30 points.

Students prior and during enrollment into the SEVA program:

Sx8 behavior was negative 29 points. Sx8 negative points decreased over the duration of the SEVA
program and now Sx8 is positive 2 behavior points.

Sx2,5x4,SX6, Sx7, Sx10 and Sx11 behavior were collectively between negative 15-30 points. Overall,
Students' behavior improved tremendously over the duration of the SEVA program.


Fernandez_5
Typewritten Text

Fernandez_6
Typewritten Text
*Behavior Data is measured for each student by Coolsis reporting.
Graph represents Students negative behavior points prior to enrollment into the SEVA program. Students negative behavior range between 15-30 points.
  
Students prior and during enrollment into the SEVA program:
Sx8 behavior was negative 29 points.  Sx8 negative points decreased over the duration of the SEVA program and now Sx8 is positive 2 behavior points.
Sx2,Sx4,SX6, Sx7, Sx10 and Sx11 behavior were collectively between negative 15-30 points.  Overall, Students' behavior improved tremendously over the duration of the SEVA program.


MSA-5
SEVA Intervention "High Risk" Program
Academics Data Chart
October 2016 - March 2017
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*Academic Data is measured for each Student by Coolsis reporting.

Graph represents Students academics prior to enroliment into the SEVA program. Students on average
were failing 3 or more core and/or elective classes.

Students prior and during enroliment into the SEVA program:

Sx9 had F's in 3 core and/or elective classes. Sx9 grades improved over the duration of the SEVA
program and now Sx9 has C's in all classes.

Sx1, Sx2, Sx3, Sx5, Sx8, Sx10 and Sx12 grades were collectively failing 2 or more core and/or electives.
All Students academics improved over the duration of the SEVA program with a minimum of C grades.
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*Academic Data is measured for each Student by Coolsis reporting.
Graph represents Students academics prior to enrollment into the SEVA program. Students on average were failing 3 or more core and/or elective classes.
Students prior and during enrollment into the SEVA program:
Sx9 had F's in 3 core and/or elective classes. Sx9 grades improved over the duration of the SEVA program and now Sx9 has C's in all classes.
Sx1, Sx2, Sx3, Sx5, Sx8, Sx10 and Sx12 grades were collectively failing 2 or more core and/or electives.  All Students academics improved over the duration of the SEVA program with a minimum of C grades.


MSA-5
SEVA Intervention "High Risk" Program
Behavior Data Chart
October 2016 - March 2017
12 Male Students mSx1
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*Behavior Data is measured for each student by Coolsis reporting.
Graph represents Students negative behavior points prior to enrollment into the SEVA program. Students
negative behavior range between 15-30 points.

Students prior and during enroliment into the SEVA program:

Sx5 behavior was negative 29 points. Sx5 negative points decreased over the duration of the SEVA
program and now Sx5 is positive 3 behavior points.

Overall, students' behavior improved over the duration of the SEVA program.
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*Behavior Data is measured for each student by Coolsis reporting.
Graph represents Students negative behavior points prior to enrollment into the SEVA program. Students negative behavior range between 15-30 points.
  
Students prior and during enrollment into the SEVA program:
Sx5 behavior was negative 29 points.  Sx5 negative points decreased over the duration of the SEVA program and now Sx5 is positive 3 behavior points.
Overall, students' behavior improved over the duration of the SEVA program.


MSA-6
SEVA Intervention "High Risk" Program
Academics Data Chart
October 2016 - March 2017
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*Academic Data is measured for each Student by Coolsis reporting.
Graph represents Students academics prior to enrollment into the SEVA program. Students on average
were failing 3 or more core and/or elective classes.

Students prior and during enroliment into the SEVA program:

Sx1 had F's in 3 core subjects. Sx1 grades improved over the duration of the SEVA program and now
Sx1 has A's, B's and C's in all subjects.

The majority of Students was collectively failing 3 or more core and/or electives. Sx4, Sx5, Sx7, Sx8,
Sx10, and Sx12 grades improved over the duration of the SEVA program with a minimum of C or above.
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*Academic Data is measured for each Student by Coolsis reporting.
Graph represents Students academics prior to enrollment into the SEVA program. Students on average were failing 3 or more core and/or elective classes.
  
Students prior and during enrollment into the SEVA program:
Sx1 had F's in 3 core subjects.  Sx1 grades improved over the duration of the SEVA program and now Sx1 has A's, B's and C's in all subjects.
The majority of Students was collectively failing 3 or more core and/or electives.  Sx4, Sx5, Sx7, Sx8, Sx10, and Sx12 grades improved over the duration of the SEVA program with a minimum of C or above.



MSA-6
SEVA Intervention "High Risk" Program
Behavior Data Chart
October 2016 - March 2017
12 Students
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*Behavior Data is measured for each student by Coolsis reporting.

Graph represents Students' negative behavior points prior to enrollment into the SEVA program.
Students negative behavior range between 10-25 points.

Students prior and during enroliment into the SEVA program:

All Students' (except Sx6 and Sx9) behavior was negative 10-25 points. All Students' (except Sx6 and
Sx9) negative points decreased over the duration of the SEVA program and now all Students' (except
Sx6 and Sx9) has at least 2-3 positive behavior points.

Sx6 and Sx9 enrolled into the SEVA program in January. Sx6 and Sx9 behavior were collectively
between negative 10-25 points prior to enrolling into the SEVA program. Sx6 and Sx9 behavior has
improved tremendously over the duration of the SEVA program.
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*Behavior Data is measured for each student by Coolsis reporting.
Graph represents Students' negative behavior points prior to enrollment into the SEVA program. Students negative behavior range between 10-25 points.
Students prior and during enrollment into the SEVA program:
All Students' (except Sx6 and Sx9) behavior was negative 10-25 points.  All Students' (except Sx6 and Sx9) negative points decreased over the duration of the SEVA program and now all Students' (except Sx6 and Sx9) has at least 2-3 positive behavior points.
Sx6 and Sx9 enrolled into the SEVA program in January.  Sx6 and Sx9 behavior were collectively between negative 10-25 points prior to enrolling into the SEVA program.  Sx6 and Sx9 behavior has improved tremendously over the duration of the SEVA program.


MSA-SA
SEVA Intervention "High Risk" Program
Behavior Data Chart
January 2017- March 2017
15 Female Students
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*Behavior Data is measured for each student by Coolsis reporting.

Graph represents Students' negative behavior points prior to enroliment into the SEVA program.
Students prior and during enroliment into the SEVA program:

All Students behavior was collectively between negative 10-30 points prior to enrolling in the SEVA
program. All students’ behavior improved over the duration of the SEVA program.
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*Behavior Data is measured for each student by Coolsis reporting.
Graph represents Students' negative behavior points prior to enrollment into the SEVA program. 
Students prior and during enrollment into the SEVA program:
All Students behavior was collectively between negative 10-30 points prior to enrolling in the SEVA program.  All students’ behavior improved over the duration of the SEVA program.



MAGNOLIA

PUBLIC SCHOOLS

Board Agenda Item # Agenda # 11 C - Action Item

Date: April 6, 2017

To: Magnolia Board of Directors

From: Caprice Young, Ed.D., CEO & Superintendent

Staff Lead: Nanie Montijo, CFO/David Yilmaz, Chief Accountability Officer
RE: Meals Plus Food Service Management Software Agreement

Proposed Board Recommendation

I move that the board approve the Meals Plus Food Service Management Software Agreement for fiscal

year 2017-18.

Background

Currently 8 of 10 MSAs utilize the CoolSIS meal program software in order to track daily meal
counts, student balance data and generate monthly report submitted for student meal
reimbursement.

CoolSIS provides minimal data tracking and does not support online application submissions nor
online meal payments.

Coolsis does not generate balance due letters, provide families with options to select low balance
notifications, and cannot retrieve CALPADS direct certification eligibility data to ensure free
meal eligible students are coded accurately.

A new meal management software will increase accountability and monitoring will be available
at the CMO level.

A new meal management software will track meal fees paid, deduct cost from student account
and generate amount due letters for each student.

An automated system will streamline office staff meals related tasks, projects and reporting.
Online payment capability will reduce the cash deposit as school site levels. Free or Reduced
Meal Application tracking can link family members at MSA's and potentially MPS wide.

An automated system provides online documentation to meet the needs of auditors.

A student meal data management system will provide administrators and office managers access
to student information, point of sale data, free and reduced applications and local and state
reports.

e
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RFP PROCESS

The compliance department discussed a need for a food service management software with the CFO and
COO that would support school efficiency, increase meal fees received at school sites and support
reimbursement report claims.

RFP EVALUATION
All qualified, responsive proposals were evaluated using the following factors and weights.
Factor Weight

Cost of products and services (required, highest weight) 40%
Functionality/completeness/specifications of proposed solution 30%
Vendor: qualifications, credentials, certifications, experience, references 20%
Contract terms and conditions 10%
Total 100.00%

RFP Evaluation Timeline

RFP announcement: March 24" 2017

RFP Submission Deadline: March 30™, 2017 S5pm

RFP Evaluation Committee Meeting: ~ March 31%, 2017, 10am
MPS Regular Board Meeting to finalize the selection of the vendor, April 6th, 2017

Notified the following of our interest in a food service management software:
Meal Time, Meals Plus Software, Preferred Meals, Food Service Solutions, PrimeroEdge, My School, EZ
School Apps, K12 Enterprise, Lunch Time, and Horizon Software.

Meal Software Program Presentations

Meal Time: March 10, 2017 — Attended by MPS office managers, Chief Accountability Officer and
Executive Office Manager during a Professional development session.

Meals Plus: March 20, 2017 — Attended by Chief Accountability Officer, Data Manager/SIS
Coordinator and Executive Office Manager.

Lunch Time:  March 29, 2017 — Attended by Chief Accountability Officer, Data Manager/ SIS

Coordinator and Executive Office Manager.

The following vendors provided bids

1. Meals Plus

2. Food Service Solutions
3. EZ School Apps

4. Primero Edge

5. Meal Time



Budget Implications

e The use of a meal software program would facilitate the transition from using a company to
submitting reimbursement claims for MPS saving the fee to process claims.

e Program will assist by providing firm confirmation of meals served, and paid for leading to
reduction of unnecessary waste and over ordering.
Accurate meals served totals will increase reimbursement amounts and decrease loss.
Will be included in all site budgets for fiscal year 2017-18.

Meals Plus Software
One-Time Cost: $29,247 / Approx. cost per student $7.67
Annual Fee: $6,185 / Approx. cost per student $1.63  (Annual fee is waived the first year.)

MPS ENROLLMENT TOTALS ON 3/23/2017 Meals Plus Quote
School Students 1st Year Fee Annual Fee
Magnolia Science Academy-1 534 $4,095.78 $870.42
Magnolia Science Academy-2 454 $3,482.18 $740.02
Magnolia Science Academy-3 428 $3,282.76 $697.64
Magnolia Science Academy-4 197 $1,510.99 $321.11
Magnolia Science Academy-5 188 $1,441.96 $306.44
Magnolia Science Academy-6 173 $1,326.91 $281.99
Magnolia Science Academy-7 290 $2,224.30 $472.70
Magnolia Science Academy-8 496 $3,804.32 $808.48
Magnolia Science Academy-San Diego 419 $3,213.73 $682.97
Magnolia Science Academy-Santa Ana 634 $4,862.78 $1,033.42
TOTALS 3813 $29,245.71 $6,215.19

How Does This Action Relate/Affect/Benefit All MSAs?

e A meal software program with broader functionalities will increase school office
productivity, decrease cashiering functions, receipt tracking and decrease cash at school sites.

e Increased meal fee collection, decreased waste and over ordering will increase revenue by an
estimated $8,000 MPS wide.

e The one-time cost will be $29,245.71 covering all MSA’s and can be invoiced in July 2017.

For the 2017-2018 the $6,215.19 Meals Plus Annual fee is waived the first year.

e For the 2018-2019 and subsequent years the Meals Plus Annual fee will be $6,215.19.




2015-2016 Reimbursement/Fees for MSA 1, 2, 3, 4, 6, 7, Santa Ana and San Diego

Average monthly fee to MSAs from current SFA: $3,061.88

Average cost per student: $2.80

Total Annual Fees: $30,618.80

Total Reimbursements for the year: $779,481.71
Evaluation

e Meals Plus Software exhibited the strongest customer service orientation, help desk
responsiveness and module and report functionalities. Meals Plus are based in Costa Mesa, CA
and have experience working with CMO’s.

e Green Dot Public schools in Los Angeles and Santa Ana Unified School District are clients.
Meals Plus demonstrated the most user friendly system and interface, training options and
transition support as compared to the other softwares.

e Meals Plus has the capacity to provide notifications in dual languages, English and Spanish which
would be highly useful at MSA’s.

e Meals Plus has exportable reports used for CNIPS meal reimbursement claims making it possible
to transition to becoming an authorized “School Food Authority” (SFA) eliminating the
$30,618.80 annual fee due to our current SFA.

e Meals Plus Software has additional functionalities including the capacity to provide schools with

online payment options for parents. Online payments can be made for school fundraisers, PTF
sales/events and fees including prom, senior due and other local school events.

Name of Staff Originator:

David Yilmaz, Chief Accountability Officer
Nanie Montijo, Chief Financial Officer

Attachments

RFP Documents
Agreement with Meals Plus
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Magnolia Public Schools Meals Plus Software

. Executive Summary

Meals Plus Software, a product of Education Management Systems, is a feature-rich, full function K-12 Child Nutrition
Food Service Management software. It is our desire to work with Magnolia Public Schools (MPS) to provide our
hardware, software, service, and support for the upcoming 2017-2018 school year.

Established in 1989, Education Management Systems has directly installed Meals Plus in over 5,000 schools. With a
corporate office located in Wilmington, NC, Education Management Systems has developed and maintained a strong
foothold in the Southeast of the United States. In 2010, it became a natural fit for Education Management Systems to
open a Western United States office in Costa Mesa, CA, managed by John Nelson. While managing the Western US
office, John has directly installed Meals Plus in over 1,000 school sites. Our combined nation-wide coverage allow us to
support the Meals Plus customer with support agents for fifteen hours per day, 5 days per week, with weekend support
available for seven hours per day. Our direct customer support team consists of over 20 representatives, who are further
supported by an additional 15 team members.

John Nelson is assigned to MPS and will take the lead in managing a successful installation of Meals Plus. Contact
information is:

John Nelson

3183 Airway Avenue, F-125

Costa Mesa, CA 92626

0. 714-544-0574 x0328

c. 714-396-9531

f. 714-464-4372

jnelson@MealsPlus.com

www.MealsPlus.com

Meals Plus has established a competitive advantage in both technology and customer service. Written in .Net, using a
SQL database, Meals Plus includes a thorough software suite of products: Point of Sale, Student Eligibility Management,
Inventory, Menu & Nutritional Analysis, Financial & Accountability Management, and Time Clock. We have a “built in”
Online Eligibility Application module, Scanning and Vending Machine interfaces, as well as a seamless online payment
partner in eFunds, as well as other online providers. Our commitment and daily focus are on K-12 software, service,
and solutions. We do not work in other industries. In short, we eat, sleep, and breathe K-12 and have done so for our
entire company history.

The following Meals Plus team will be assigned to Magnolia Public Schools:

John Nelson Project Manager
Dolly Whittington Project Training Manager
Miguel Rodriguez Project Hardware Integration/Configuration Manager

gLQO/Q/CIJO/CCAFETERIA MANAGEMENT TECHNOLOGY
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Magnolia Public Schools Meals Plus Software

I, Proposed Solution

Software Modules Offered
Meals Plus offers a complete software suite that includes the following modules/components:
e Point of Sale
¢ Student Eligibility (Free & Reduced Management) PLUS Online Applications
e Menu Planning
e Nutrient Analysis
e |nventory Management
e Time Clock
e Financial and Statistical
o Accountability

e Online Payments

Meals Plus continues to develop, enhance, and grow. Enhancements are released at a minimum of twice per year. In
the event of state or federal changes, Meals Plus will immmediately work to meet/exceed the standard requirement.
Districts are entitled to receive software updates with the subscription to Annual Software Support. Updates are received
by the district on the district’s Meals Plus server, which in turn updates each of the school site terminals. It is a complete
“hands-off” approach when receiving updates!

g&(,,ae/&L'O/CCAFETERIA MANAGEMENT TECHNOLOGY
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Magnolia Public Schools Meals Plus Software

Point of Sale

Our POS system was designed by software engineers with direct experience in school settings. We've used that know-

how to create foolproof technology with benefits that'll satisfy anyone working in a cafeteria.

Built of speed

Easy for cashiers to learn and use

Single database allows visiting students to have a regular meal account
Multiple input options - PIN Pad, Barcode and Fingerprint

Two ways to enter data - touch screen or standard keyboard

A dietary restriction feature means fewer mistakes

The "serve by teacher" function makes it easy to group students

Reports include:

Monthly participation

Accuclaim edit check

Daily cashier activity summary

Daily cafeteria close-out (daily deposit)
[tem sales summary

Checks report

Student Eligibility

We understand that tracking student eligibility for NSLP - and accurately processing reports - is a major concern. That's

why our Free & Reduced accounting component lets you identify and track students easily and accurately.

. Centralized database means real time update to Point of Sale. Click 'save' and you're ready to
serve

Import direct certification data

Generate letters in multiple languages

Automatically crosscheck to eliminate duplicate applications

Define your verification protocol: Basic, Alternate Random or Alternate Focused

Expand your capabilities to accommodate_scanning and Online Applications

Reports include:

Date-driven rosters
Notification Letters
Verification Letters
Temporary list
Demographic report

LunchApplication.com

Online free & reduced applications
Allows parents and guardians to apply for meal benefits online
Speeds application processing
Makes it easy to administer - no more dealing with messy handwriting
Eliminates the need for paper files
Utilizes SSL security protocol (Network Solutions)
Integrates with Free & Reduced program to accurately update eligibility

gé(,,O/e/CL'O/CCAFETERIA MANAGEMENT TECHNOLOGY

3


https://www.lunchapplication.com/

Magnolia Public Schools

Menu Planning

Our menu planning system helps standardize and streamline your district menu planning, while maintaining compliance

with USDA nutrition guidelines.

USDA Child Nutrition Database

NSMP or Food-based planning and tracking

Ability to build and add custom recipes
Accommodation for HACCP guidelines
Post-production and record keeping

Fully integrated with inventory management component

Reports include:

Production Planning Sheets

Print Menus Daily, Weekly, or Monthly
Recipes by ingredients or step by step
Nutrient analysis reports by item & menu
User-defined custom reports

Nutrient Analysis

Our Nutrient Analysis component is easier than manual systems or other software programs. You'll find it's also:

USDA Child Nutrition Database

Approved by USDA for NSMP weighted analysis
Food-based weighted analysis

Ability to build and add local ingredients

Allows for age or grade analysis

Accessible from central office or school site

Reports include:

Nutrient Analysis by item & menu

Ingredient profile

Recipe profile

RDA listMeals Plus is written in .Net using an application interface. Meals Plus operates on a
SQL database. Meals Plus is installed on a central server along with client terminals. Each
machine is configured to communicate on the district WAN using a static IP Address.

gé(,,O/e/&L'O/CCAFETERIA MANAGEMENT TECHNOLOGY
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Magnolia Public Schools Meals Plus Software

Inventory Management

With Meals Plus, you get a centralized ordering and management system that helps you keep track of commodities,
purchased foods, supplies and more - and maximize the efficiency of your inventory operations.

Fully integrated with menu planning component

Capable of tracking a true perpetual inventory system

Includes Bid Analysis component

Enables electronic ordering

"FIFO" valuation method includes all items for an unlimited number of sites

Tracks an unlimited numiber of user-defined categories (USDA, supplies, processed, etc.)
Allows for limited item access by site

Reports include:

[tem Listing

Open Items/Orders

Physical 'worksheet'

Transaction History

Inventory on Hand

Ending Inventory Count

Summary/Close Report

Bid Analysis (bottom line & cost per serving)Reporting Tools

Time Clock

Take the hassle and paper overload out of keeping track of employee time, leave and professional certification.

Integrated into Meals Plus system and accessible from the enterprise portal
Capable of tracking multiple job assignments

Tracks leave balances

Tracks employee certification hours

Automates vacation/leave request and approval process

Full security- unique user id and passwords

Employees can view and print time sheets

Tracks comp time

Allows employees to clock in and out wherever the Meals Plus program is running
Lots of built in management tools

Comprehensive report functions

Capable of exporting data for import into payroll software system

Reports include:

Time Sheets
Leave Tracking
Comp Time
Discrepancies

gé(,,O/e/CL'O/CCAFETERIA MANAGEMENT TECHNOLOGY
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Magnolia Public Schools Meals Plus Software

Financial and Statistical

Meals Plus delivers a powerful systems integration and financial management tool that enables automated sharing of
information between schools and the district office.

Gives you the capability to stay on top of the money side of your operation

Exchanges data (import/export) with your district accounting system

Accommodates district-specific account codes

Handles performance calculations using industry norms and NFSMI concepts

Uses up-to-date expense information to help analyze the financial health of your district

Reports include:

Operating Statement

Trial Balance

Balance Sheet

Plate Costs

Indirect Costs

MTD/YTD Summary
Profitability

Breakfast & Lunch Counts
Meals per Labor Hour
Sales by Category

Accountability

One of the tastiest features of the Meals Plus system is the way it centralizes all of your district's data. So what you get is
real-time access to accurate data on a school-by-school or district-wide basis. And what you don't get are
inconsistencies between schools and the central office.

Implement true centralized data management

Gain real-time access to school-by-school Point of Sale data

Update Point of Sale pricing from Central Office

Update student data

Exchange data with the district student information system - automated or manual import
Setup and edit user profiles

Export data in a range of formats, to share information with other district software systems

Reports include:

Daily sales/collection

Accuclaim Edit

Monthly Claim Form

Reimbursement

Participation: Daily by attendance, by status
Meals Per Labor Hour

Daily Participation Listing

Revenue Summary

Unclosed dates

gé(,,ae/CL'O/CCAFETERIA MANAGEMENT TECHNOLOGY
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Magnolia Public Schools

Il Implementation

Meals Plus Software

Implementing Meals Plus is a scheduled process, led by an assigned Project Manager. We begin each project by

conducting a Pre-Install meeting. Coming out of this meeting our team will provide MPS with a Project Timeline,

complete with Scheduled Installation Processes, Training Dates, and a Go-Live Calendar. Our Project Manager

will interview the MPS Project Lead to better understand the culture of MPS and the operating procedures in the district.

The outline below is an example of the steps that will be taken. Based on the desired start date from the district, we will

insert the effective dates.

Date Action

Install Meals Plus software
on server, Configure/
Schedule file import(s). Train
IT Department on Meals
Plus

Result

Meals Plus software is installed on the server and
all sites, students, and status’ are accurate.

Train: Security Groups, User
Setup, Products & Pricing

Complete training for initial setup and schedule a
date to follow up for completion. This is a
combined effort of MP and MPS towards
completion.

Install / Configure School
Terminals

Install / Configure Meals Plus on all admin office
and school site computers and terminals.

Train Student Eligibility

Teach how to enter and manage the Free and
Reduced Application Process, including all
notification letters.

Review Meals Plus File
Imports

As new students are being enrolled, confirm that
data is accurately communicating.

Point of Sale Training

Cashier/Manager Point of Sale Training

Go Live

Support MPS with a successful Go Live

SLuperior ¢ AFETERI A
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Magnolia Public Schools Meals Plus Software

V. Proposal

Meals Plus Point of Sale Software $ 1,995.00 20% $ 15960.00
Meals Plus Free & Reduced Management Software | $ 3,995.00 20% $ 3,196.00
Meals Plus Online Applications | $ 595.00 100% $ 0.00
Meals Plus Accountability & District Reporting Software | $ 1,995.00 20% $ 1,596.00
Meals Plus Online Payments | $ 595.00 100% $ 0.00

Meals Plus Remote Installation / Configuration / Training: | $ 5,995.00 $ 5,995.00
Includes two certified trainers conducting onsite training
and Go-Live Support for 3 days.

Meals Plus Web Training / Configuration Hourly Labor 4 $ 125.00 $ 500.00
Meals Plus Travel: Includes Airfare from NC-LAX / Hotel / | $ 2,000.00 $ 2,000.00
Rental Car

SUBTOTAL $ 8,495.00
Meals Plus Point of Sale Annual Support: Includes telephone | 10 $ 350.00 $ 3,500.00

support, remote connectivity support, free monthly training
webinars, advance replacement on all hardware

Meals Plus Student Eligibility Annual Support: Includes | $ 925.00 $ 925.00
telephone support, remote connectivity support, free

monthly training webinars, advance replacement on all
hardware

Meals Plus Online Application Annual Support: Includes $ 1,295.00 $ 1,295.00
telephone support, remote connectivity support, free
monthly training webinars, advance replacement on all

hardware

Meals Plus Accountability Annual Support: Includes | $ 465.00 $ 465.00
telephone support, remote connectivity support, free
monthly training webinars, advance replacement on all
hardware

Meals Plus Online Payments Annual Support | $ 0.00 $ 0.00
$ (6,185.00)

2017-2018 School Year Meals Plus Annual Support Discount

SUBTOTAL

SALES TAX N/A

TOTAL $29,247.00
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MAGNOLIA

PUBLIC SCHOOLS

REQUEST FOR PROPOSALS FOR A MEAL PROGRAM SOFTWARE
(Due Date — March 30", 2017)

PURPOSE

The Magnolia Public Schools(MPS) is accepting proposals for a meal program
management and accountability software system for sites below.

MPS Central Office | 250 East First St., Suite 1500, Los Angeles, CA 90012
MSA-1 18238 Sherman Way, Reseda, CA 91335

MSA-2 17125 Victory Blvd., Van Nuys, CA 91406

MSA-3 1254 East Helmick Street, Carson, CA 90746
MSA-4 11330 West Graham Place, Los Angeles, CA 90064
MSA-5 18230 Kittridge St., Reseda, CA 91335

MSA-6 3754 Dunn Dr., Los Angeles, CA 90034

MSA-7 18355 Roscoe Boulevard, Northridge, CA 91325
MSA-8 6411 Orchard Ave., Bell, CA 90201

MSA-Santa Ana 2840 W. 1st Street, Santa Ana, CA 92703

MSA-San Diego 6365 Lake Atlin Ave., San Diego, CA 92119

GENERAL TERMS AND CONDITIONS FOR RFP PROPOSAL GUIDELINES

1. Each item request and guideline in the RFP must be known and properly
addressed in the proposal.

2. All equipment in proposal must conform to specifications provided in the RFP.
3. The Vendor must provide terms of warranty on all products

4. The Vendor shall provide a clear breakdown of equipment and services costs
including one time, setup and annual costs.

5. The Vendor must provide an estimated timeline for product delivery.
6. Proposal must be valid for 60 days.

All questions regarding the RFP should be addressed in writing to David Yilmaz,
Director of Accountability, dyilmaz@magnoliapublicschools.org.

—
250 E. 1* Street Suite 1500, Los Angeles, CA 90012 | www.magnoliapublicschools.org
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MAGNOLIA

PUBLIC SCHOOLS

PROPOSAL SUBMISSION

Proposals are to be submitted no later than 5:00 PM PST, Thursday, 03/30/2017 with
options below:

- Email price quote to dyilmaz@magnoliapublicschools.org

- Mail to: David Yilmaz, MPS Meal Program Software
Magnolia Public Schools, 250 East First St STE 1500, Los Angeles, CA 90012
ACCEPTANCE/REJECTION OF PROPOSAL SUBMISSIONS

The Magnolia Public Schools reserves the right to accept or reject any and all proposals
or any portion of any and all proposals at their discretion. While price is an important
consideration, it will not be the sole determining factor in the selection of a Vendor.
Payments will not be made nor orders submitted until after the Magnolia Public Schools
Board of Directors has accepted a proposal and awarded it as the winning proposal
submission. A contract will exist between the Magnolia Public Schools and the Vendor
upon selection of the winning proposer.

COMPENSATION

Payment 60 days after invoice date. The payment will not be issued until after both the
Vendor and Magnolia Public Schools agree that the project is complete and meets all
requirements.

RFP Revisions

The Magnolia Public Schools reserves the right to modify or issue amendments to the
RFP at any time. The Magnolia Public Schools also reserves the right to cancel or
reissue the RFP at any time. Notices will be posted to
http://magnoliapublicschools.org/apps/pages/index.jsp?uREC_|D=284296&type=d. It is
the sole responsibility of the proposer to monitor the URL for posting of such
information.

——\
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MAGNOLIA

PUBLIC SCHOOLS

RFP EVALUATION

All qualified, responsive proposals will be evaluated using the following factors and
weights.

Factor Weight
Cost of products and services (required, highest weight) 40%
Functionality/completeness/specifications of proposed solution 30%
\Vendor: qualifications, credentials, certifications, experience, references 20%
Contract terms and conditions 10%
Total 100.00%

RFP EVALUATION COMMITTEE and EVALUATION TIMELINE
RFP Evaluation Committee

The RFP Evaluation committee members are as follows:
Suat Acar, Chief Operations Officer

Nanie Montijo, Chief Financial Officer

David Yilmaz, Director of Accountability

RFP Evaluation Timeline

RFP announcement: March 24®, 2017

RFP Submission Deadline: March 30", 2017 5pm

RFP Evaluation Committee Meeting: March 31%t, 2017, 10am

MPS Regular Board Meeting to finalize the selection of the vendor, April 5th, 2017

EQUIPMENT & SERVICES SPECIFICATIONS

e Item 1: Meal Program Management Software
Quantity: 1
Description:
v/ Track point of sale transactions and accurate reporting
v Student debit/balance account management
v 11 Locations listed in this RFP

Delivery/Shipping

NOTE: No dock at this location.

Ship to Address:

David Yilmaz

Magnolia Public Schools, 250 East First St., Suite 1500, Los Angeles, CA 90012

——\
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MAGNOLIA

PUBLIC SCHOOLS

Board Agenda Item # Action Item II D

Date: April 6, 2017

To: Magnolia Board of Directors

From: Caprice Young, Ed.D., CEO & Superintendent

Staff Lead: Nanie Montijo, CFO/David Yilmaz, Chief Accountability Officer
RE: Arts in Action Charter School Agreement

Proposed Board Recommendation

I move that the board ratify and approve the agreement with Arts in Action to provide National School
Lunch Program Meal Claim Services for fiscal year 2016-17 in an amount not-to exceed $35,000.

Background

Approximately eight years ago, it was discovered that many independent charter schools were unable
to access free meals for their students. Many charters lack the internal infrastructure to apply and
administer the National School Lunch Program. At that time, it was suggested by the State and other
charter advocates that a well-established Charter School Management company may be able to take
the lead and serve as the principal agent for those schools who were unable to act as their own School
Food Authority.

In order to be in compliance with National School Lunch Program and School Breakfast Program,
MPS has contracted with Arts in Action Charter School for the following services:

e Complete audit of each school’s current lunch program processes through an on site
monitoring review as well as ongoing compliance oversight.
Set up under our processing using Meal Time with training and support.
Accurate and timely monthly lunch claim form submission and reimbursement.

Budget Implications

The cost of these services are:
e Annual Audit Fee: $750.00 -due upon execution and yearly renewal of agreement
e Per Pupil Fee: $3.00 -per student participating in lunch program on monthly average, due

within 30 days of invoicing (Free and Reduced eligibility)

\
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How Does This Action Relate/Affect/Benefit All MSAs?

Schools in Action provides supports in the area of meal program support services. As an approved
School Food Authority (SFA), Schools in Action can provide effective school food program
management that will contribute to students’ accessing a nutritious breakfast, lunch, snack and
supper meal. For the small monthly fee equivalent to the cost of about one student lunch a month, a
school can benefit from the meal program of their choice and guaranteed effective reimbursement
claims from Schools in Action’s School Food Authority (SFA), herein called SIA SFA.

Additional Benefits
e SFA will provide each school with Wellness Policy and guidelines for implementation.
e SFA will provide each school with NSLP Civil Rights compliance posters and all HACCP
related posters.
e SFA will conduct periodic internal audits and make recommendations for improvement

ensuring full compliance with all USDA and CDE NSLP regulations.

Name of Staff Originator:

Nanie Montijo, Chief Financial Officer
Attachments

Copy of the Agreement
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National School Lunch Program Meal Claim Services

Schools in Action is an independent 501(c) 3 non-profit charter management organization that
builds and operates high performance public charter schools at the elementary, and middle
school levels in Los Angeles, CA.

Schools in Action sees as part of its mission to provide charter schools with supports in the area
of meal program support services As an approved School Food Authority, SFA, Schools in
Action can provide effective school food program management that will contribute to students’
accessing a nutritious breakfast, lunch, snack and supper meal. For the small monthly fee
equivalent to the cost of about one student lunch a month, a school can benefit from the meal
program of their choice and guaranteed effective reimbursement claims from Schools in Action’s
School Food Authority (SFA), herein called SIA SFA.

Background:
Approximately eight years ago, it was discovered that many independent charter schools were

unable to access free meals for their students. Many charters lack the internal infrastructure to
apply and administer the National School Lunch Program. At that time, it was suggested by the
State and other charter advocates that a well established Charter School Management company
may be able to take the lead as serve as the principal agent for those schools who were unable to



act as their own School Food Authority. This structure would allow thousands of high need
students to access meals immediately and assist hundreds of charter school leaders in providing a
well rounded quality education.

What is offered:

SIA SFA is offering:

> Complete audit of a school’s current lunch program processes through an on site monitoring
review as well as ongoing compliance oversight.

> Set up under our processing using Meal Time with training and support. See Standard
Operating Procedures below.

> Accurate and timely monthly lunch claim form submission and reimbursement.

Cost:

The cost of these services is:

> One Time Set Up Fee:  $1500.00 -due upon execution of agreement

> Annual Audit Fee: $750.00 -due upon execution and yearly renewal of
agreement

> Per Pupil Fee: $3.00 -per student participating in lunch program on

monthly average, due within 30 days of
Invoicing (Free and Reduced eligibility)

If desired, there will also be a one-time discounted cost for acquisition of Meal Time software
and hardware purchased from and paid to directly with the company:

> Meal Time Point of Sale Software: special discounted pricing
> Touch and Go Finger Scanner/Pin pad or bar code scanner: discounted price per item

Meal Program Standard Operating Procedures:

Applications and Verification

1. Provide official lunch eligibility applications that can be handed out 30 days prior to the
start of school.

2. Applications must be copied and originals sent in a safe and secure manner. Only SFA
staff will review to determine student’s lunch eligibility. Schools must keep copies for
their records.

3. A status verification letter will be sent to the school and parents within 10 days of receipt
of the application.

4. School must send SFA a complete general roster of student information before September
1% which SFA will upload into Meal Time.

Ordering
1. Breakfast, lunch and snack orders are called in by school per vendor instructions.

Set-up and Serving
1. School is responsible for setting-up and cleaning the lunch area per established food
handling hygiene norms and processes.
2. One or more designated school staff member must be a Certified Professional Food
Manager and/or handler and HACCP trained.



3. Food arrives with a production sheet (or transportation record) - sheet must be checked
for accuracy and signed.
a. Check if the correct number of orders was sent- if not, cross out the number on the
production sheet and write-in the correct number on your copy and the vendors copy.
b. If after serving lunch it was determined that there were not enough lunches contact the
vendor so that the production sheet can be changed- be sure to make the changes to
your copy and the vendors copy.
c. All production sheets must be kept on file at the school site and readily available for
site monitoring review.
4. As breakfast/lunch/snack is being served, students and staff must be monitored at point of
sale and finger scanned for proper confidential identification and tracking.

Quiality Control
1. Check the temperature of the food when it arrives and log the reading.
2. Call in major complaints to the vendor and notify the SFA.
3. If there is a particular meal that students are dissatisfied with, feel free to call the vendor
to adjust the menu using National School Lunch Program standards.

Lunch Count Entry
1. Atthe end of each month check that all counts are inputted and accurate.
2. Send counts to SFA by 5™ day of month for reimbursement claims processing.

Depositing Lunch Money
1. Paid and reduced lunch monies should be deposited weekly.
2. Food money SHOULD NOT BE HELD.
3. Money should be separated by month for fiscal tracking purposes.
a. If aweek consists of two partial months, create two cash receipts forms (or separate
on two different lines of the same form)
b. Keep a record of money owed by students per month. When the money is paid, the
deposit form should state what dates the money is for.

Vendor Reconciliation

1. Atthe end of each month the school will receive an invoice for breakfast, lunch and
snack.
a. Compare the invoice to the Meal Time reports to ensure that the amounts listed are

the amounts received. If amounts do not match cross-off and write-in correct amount.

b. SFA will also reconcile invoice and support school’s accounts payable if necessary.

2. Once all information has been reconciled by SFA, school site and vendor, SFA will
submit accurate reimbursement claim and provide school with expected revenue report.

3. SFA will distribute the reimbursement funds to the school within 10 days of its receipt
from the CDE.

Annual Verification of Meal Applications

1. SFA staff will randomly select error prone applications and notify the selected
households using the Meal Time program.

2. The Charter School will be notified which households from their site are selected for
verification.

3. The Charter School will contact each household to set up a confidential appointment in a
timely manner if necessary for verification.

4. 1t is mandatory that they participate and they have 10 days to respond.



7.

8.

The Charter School and SFA will follow-up with the families and collect all information.

Photocopy all received materials.

Once the information has come in, the Charter School will verify that the income

provided is consistent with the original meal application.

a. If income matches the application- no action is required

b. If income does not match the application- determine if the new income changes the
status of the student. If so, fill out “Letter of Verification Results” for families to
notify the family of the change.

c. If family fails to respond within the allotted 10 days their status automatically
changes to Paid until they verify their income.

Report all verification results to the SFA staff and send copies of all the verification

information gathered.

SFA will complete and submit the verification report to CDE.

Additional Benefits

1.
2.

3.

SFA will provide each school with Wellness Policy and guidelines for implementation.
SFA will provide each school with NSLP Civil Rights compliance posters and all
HACCP related posters.

SFA will conduct periodic internal audits and make recommendations for improvement
ensuring full compliance with all USDA and CDE NSLP regulations.
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California Department of Education School Nutrition Programs
Nutrition Services Division 2016-2017

FOOD SERVICE AGREEMENT

Administering Sponsor: Schools in Action

Agreement Number: Vendor Number: 521800

Receiving Charter School:
Magnolia Academy Public Schools

Agreement Number: 1 Vendor Number:

This Agreement, executed in duplicate and entered into on between SCHOOLS IN
ACTION, hereinafter referred to as the School Food Authority (SFA), and

hereinafter referred to as Newman , is created for the purpose of
the SFA representing the Charter School as the Child Nutrition Program “Sponsor”.

It is hereby agreed that:

As a site under the SFA’s child nutrition program agreement(s), the Charter School will provide meals to
enrolled students under the (check all that apply):

[J N ational Schoo | Lunch Program
[J Schoo | B reak fastProgram
(1M eal Supp lem ents in the N ational Schal Lunch Program

(1) The SFA will include all participating sites from the Charter School in its application/agreement with
the California Department of Education (CDE).

(2) The SFA will represent the Charter School as the Child Nutrition Program “Sponsor” and will claim
reimbursement from the CDE for all meals served to participating children enrolled in the Charter
School. Reimbursement will be claimed at the rate of one breakfast/lunch/snack per child per day, only
for complete meals/snacks counted at the point of service, and according to each child’s eligibility
category.

(3) The Charter School will provide to the SFA by the 5™ day of each month daily meal count records for
the SFA’s use in claiming reimbursement. The Charter School understands that failure to submit
daily meal count records may result in loss of reimbursement to the Charter School.

(4) The SFA will distribute the child nutrition program reimbursement funds to the Charter School
within 15 days of its receipt from the CDE.
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(5 The SFA and the Charter School will ensure that all reimbursement funds and other Program
revenues are utilized solely for the operation and improvement of the school food service program.
The Charter School will maintain an accounting system that clearly documents the receipt and use of
program revenues.

(6) The Charter School will provide to the SFA by the 5™ day of each month copies of all records
pertaining to the receipt and distribution of all Program revenues. The SFA will retain these records
for a period of not less than 3 years, including current year, in accordance with their agreement with
the CDE.

(7) The Charter School will distribute and accept Free and Reduced Price Meal applications to all
households. All applications submitted to the Charter School will be scanned and email forwarded to
the SFA immediately, daily and/or within 2 business days in order to ensure timely processing and
benefit issuance to eligible students. If scanning/emailing is not possible, application must be mailed
to SFA immediately upon receipt.

(8) The SFA will review and approve all Free and Reduced Price Meal applications within 10 days for the
contracted Charter School. The SFA will create and update the eligibility roster and provide current
lists to the Charter School as soon as possible after changes occur.

(9) The Charter School will designate a Fair Hearing Officer in order to collect and forward to the SFA
any concerns from parents and guardians regarding eligibility and ensure all communication with SFA
IS site-based.

(10) The Charter School will perform the point of service meal counts utilizing the Meal Time software
recommended or another approved means. The SFA will provide training as necessary to Charter
School staff regarding point-of-service meal counts and completion of all required documents.

(11) The SFA will perform the required daily and monthly edit checks.

(12) The SFA will maintain Errors and Omissions Coverage for its role as the Sponsor.

(13) The SFA will reimburse the CDE for over-claims and other fiscal sanctions imposed by the CDE
resulting from errors identified during audits and/or reviews.

(14) The Charter School will ultimately be responsible for meal count and claiming accountability and
will assume financial responsibility for any over-claims or other program exceptions identified during
a review or audit, and promptly reimburse the SFA accordingly.

(15) The SFA will perform the verification process and will notify the Charter School of its findings.

(16) The SFA will conduct all federally required procurement processes and approve vendor(s) to provide
meals to the Charter School that comply with the nutrition standards established by the United States
Department of Agriculture for the Nutrient Standard menu planning option.

(17) The Charter School may customize the vendor agreement only to the extent provided for in the

agreement between the SFA and the vendor. The Charter School will provide copies of the
customized amended agreement to the SFA.
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(18) The Charter School will notify the vendor of the number of meals/snacks needed no later than the
time indicated on the vendor/charter school agreement each day. The Charter School will be
obligated to accept and pay for the number of meals requested except that the Charter School may not
accept meals that are spoiled or unwholesome at time of delivery and will ensure that those meals are
not included in invoices from the vendor.

(19) The Charter School will be responsible for payment to the meal vendors.

(20) The Charter School will be responsible for maintaining the proper temperature of the meals/snacks
post delivery.

(21) The Charter School will make vendor equipment/property ready for pickup on a basis indicated in the
vendor/charter school agreement.

(22) The gift or exchange of commodities is not permitted. Until students are served a meal/snack, all
commaodities remains the property of the SFA.

(23) The Charter School will comply with all mandatory training and certification requirements including,
but not limited to annual health certification of each site, completion of CDE food handler training,
and SFA training.

(24) The Charter School will indemnify and hold the SFA and its officers, employees, and agents
harmless from any claims or liability relating to the preparation, transportation, storage, or delivery of
food.

(25) The Charter School will pay the SFA a One Time, Non-Refundable, Set Up Fee, Annual Audit Fee
and Per Pupil Fee as delineated below:

The cost of these services is:

> One Time Set Up Fee:$1500.00 -due upon execution of agreement

> Annual Audit Fee:  $750.00 -due upon execution and yearly renewal of
agreement

> Per Pupil Fee: $3.00 -per student participating in lunch program, per
monthly average, due within 30 days of invoicing

> Per Pupil Fee: $1.50 -per student participating in lunch program on

monthly average, due within 30 days of
Invoicing (Paid eligibility)

(26) The Charter School if interested will acquire directly from Meal Time the Point of Sale software and
hardware to be implemented in accurate and efficient monitoring of the school lunch program. There
will be a discounted cost of this acquisition of which more information can be acquired by contacting
Meal Time directly.

(27) The Charter School will keep and maintain liability insurance, including extended coverage for
product liability in an amount no less than $5 million_for each occurrence and will provide the SFA
with a certificate evidencing insurance in the amount, naming the SFA as an additional insured and
specifying that the coverage will not be canceled or modified without 30 days prior written notice to
the SFA.
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(28) Both parties will comply with all applicable federal, state, and local statutes and regulations with
regard to the preparation and service of National School Lunch Program and/or School Breakfast
Program meals, including, but not limited to, all applicable regulations relating to the overt
identification of needy pupils, the nutritional content of meals, and nondiscrimination. All records
maintained by both parties shall be open and available to inspection by Federal, State, and local
authorities in accordance with applicable statutes and regulations.

(29) All business and information relating to the execution of this agreement and the services thereof,
including kitchen visitations, will be directed to the Director of Food Services, SFA.

Once site addition is approved by the California Department of Education, this agreement is permanent and
automatically renewable each year. Either party may terminate this agreement for cause upon thirty days
written notice or in a mutually agreeable time frame. Notice of termination will be provided in writing to
both parties and to the California Department of Education, Nutrition Services Division.

Name and Title of SFA Official Telephone Number

Glenda Aleman, Executive Director (323) 266-4371

Signature of SFA Official Date

Name and Title of Receiving Charter School Official Telephone Number
( )

Signature of Receiving Charter School Official Date
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MAGNOLIA

PUBLIC SCHOOLS

Board Agenda Item # Agenda # 11 E

Date: April 6, 2017

To: Magnolia Board of Directors

From: Caprice Young, Ed.D., CEO & Superintendent
Staff Lead: Frank Gonzalez, Chief Growth Officer

RE: MSA 7 Lease Agreement Extension

Proposed Board Recommendation

I move that the board authorize the CEO or a designed to review and execute the lease extension
for Magnolia Science Academy 7 at their current location at 18355 Roscoe Blvd, Northridge, CA
91325.

Background
The current lease has an option for an extension. This action, and the subsequent execution of the

lease, will trigger the five-year extension. We have notified the landlord of the intent to stay at
the site and extend the lease.

The term of the lease renewal will be for five (5) years beginning in school year 2017-2018 and
be valid through school year through 2021-2022.

Per the existing agreement there are rental increases of 3% per year in the lease. Below is a

schedule of the monthly lease amounts due by year, beginning August 1% of each year.

e August 1,2017: $20,866.93
e August1,2018: $21,492.94
e August 1,2019: $22,137.73
e August 1,2020: $22,801.86
e August1,2021: $23,485.92

In addition, the landlord is requesting the following:
An increase to the original security deposit from the current $20,259.16 to $23,485.92.

e An increase to the trash collection fee which is currently $634.02 per month. The fee has

\
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not been raised in five (5) years. The fee increase will be based on the renegotiation of
the contract with the trash service provider which will happen in Summer 2017.

e A fee for the cost of additional recycling bins of $50.50 per month.

e An increase to the cost for the hourly maintenance service of 13.5 hours per week from
$10,000 per year to $11,232. The increase will allow the handyman to receive a salary

Increase.

Magnolia staff is negotiating these terms with the landlord.

As a related item, Magnolia staff has met with the Landlord to plan a new school facility on the
same site. A revision to the lease costs is contemplated once the new facilities are designed and
constructed. The new facility is being planned for a Fall 2019 occupancy.

Budget Implications
An increase to the school’s annual operating expenses.

How Does This Action Relate/Affect/Benefit All MSAs?
This provides a stable facility for MSA 7 students for the upcoming five years.

Name of Staff Originator:
Frank Gonzalez, Chief Growth Officer

Attachments
None
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Board Agenda Item # Agenda # IIT A

Date: April 6, 2017

To: Magnolia Board of Directors

From: Caprice Young, Ed.D., CEO & Superintendent

Staff Lead: Frank Gonzalez, Chief Growth Officer

RE: Approval of Prop 39 Clean Energy Vote Funds Contract Award

Proposed Board Recommendation
I move that the board authorize the CEO or a designed to negotiate and execute a contract with

First Note Financial to provide consulting services to Magnolia to develop an Energy
Expenditure Plan for each awarded school. The plan will detail how to expend funds provided
under the Proposition 39 Clean Energy Grant program and be submitted to the Energy
Commission before the August 1, 2017 deadline.

Background
Magnolia received grant awards under the Proposition 39 Clean Energy Grant Program. The

program is as follows:

The California Clean Energy Jobs Act (Prop. 39) changed the corporate income tax code and allocates
projected revenue to California's General Fund and the Clean Energy Job Creation Fund for five fiscal
years, beginning with fiscal year 2013-14. Under the initiative, roughly up to $550 million annually is
available for appropriation by the Legislature for eligible projects to improve energy efficiency and

expand clean energy generation in schools.

Eligible local educational agencies (LEAs) — including county offices of education, school districts,
charter schools and state special schools—can request funding by submitting an energy expenditure plan
application to the California Energy Commission. For the first year, there is an option to receive part or all
of a school's allocation for energy savings planning purposes. The Energy Commission approves plans and
works with the California Department of Education, which subsequently distributes funds after plans have

been approved.
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Magnolia Public Schools was awarded a total of $2,134,612 in Proposition 39 Clean Energy
Grants. Of these awarded funds $535,508 is reserved for planning purposes.

Magnolia staff contacted six different consultant companies to discuss their services, experience,
costs and ability to deliver a quality product. Two (2) of the companies did not have the capacity
to take on all of the Magnolia schools on one consulting contract due to other commitments or
lack of sufficient staff. An additional two (2) companies provided estimates that ranged from
$295,000 to $360,000. First Note Financial’s initial estimate and subsequent proposal, attached
hereto, is at a cost of $241,826.00 or $26,869.56 per eligible school. We followed up with the
references provided and found that First Note Financial’s clients are very satisfied with their

services.

Budget Implications
Proposition 39 Clean Energy Funds have been received by Magnolia and are being held in a
restricted status. A spreadsheet detailing the awards is attached.

How Does This Action Relate/Affect/Benefit All MSAs?
This contract will allow all Magnolia schools to utilize the awarded funds by developing and
implementing plans to lower energy costs.

Name of Staff Originator:
Frank Gonzalez, Chief Growth Officer

Attachments

First Note Financial Contract Proposal

Exhibit A, Scope of Work; Exhibit B, Payment Schedule
MPS Clean Energy Awards spreadsheet



INDEPENDENT CONTRACTOR AGREEMENT

This Agreement is hereby entered into between Magnolia Public Schools,
hereinafter referred to as "District," and First Note Finance inc, a California Corporation,
Taxpayer ID Number: 46-1370205, hereinafter referred to as "Contractor."

WHEREAS, District is authorized by Section 53060 of the California Government
Code to contract with and employ any persons for the furnishing of special services and
advice in financial, economic, accounting, engineering, legal, or administrative matters, if
such persons are specially trained and experienced and competent to perform the special
services required; and

WHEREAS, District is in need of such special services and advice; and

WHEREAS, Contractor is specially trained and experienced and competent to
perform the special services required by the District, and such services are needed on a
limited basis.

NOW, THEREFORE, the parties agree as follows:

1. Services to be provided by Contractor.

The Services to be provided by Contractor are included in Exhibit ‘A’, attached hereto
and made part of this Agreement.

2. Term. Contractor shall commence providing services under this Agreement
on the date this Agreement is executed and will diligently perform as required and
complete performance by according to the timelines provided in Exhibit ‘A’, once
executed.

3. Compensation.  District Agrees to pay the Contractor for services
satisfactorily rendered pursuant to this Agreement a total fee not to exceed_the fees
provided in Exhibit ‘B’. District shall pay Contractor according to the following terms and
conditions: (For additional explanation of payment terms attach Exhibit B, which then will
be incorporated in full into this Agreement. Indicate in paragraph 28 of Agreement if
Exhibit B is applicable to this Agreement.)

First Note Finance inc 1 November 29, 2016



First Note Finance inc Independent Contractor Agreement: Magnolia Public Schools, (District)

4. Expenses. District shall not be liable to Contractor for any costs or
expenses paid or incurred by Contractor in performing services for District, except as
follows:

Approved travel expenses to Sacramento, CA, if in person meetings are required with
California Energy Commission staff or commissioners directly related to Proposition
39 funded activities for the District.

(For additional explanation of expenses, attach Exhibit C, which then will be incorporated
in full into this Agreement. Indicate in paragraph 28 of Agreement if Exhibit C is applicable
to this Agreement.)

5. Independent Contractor. Contractor, in the performance of this Agreement,
shall be and act as an independent contractor. Contractor understands and agrees that
he/she and all of his/her employees, agents and contractors shall not be considered
officers, employees, or agents of the District, and are not entitled to benefits of any kind
or nature normally provided employees of the District and/or to which District's employees
are normally entitled, including, but not limited to, State Unemployment Compensation or
Worker's Compensation. Contractor assumes full responsibility for the acts and/or
omissions of his/her employees, agents and contractors as they relate to the services to
be provided under this Agreement.

6. Taxes. California Residents: Contractor acknowledges and agrees that it
is the sole responsibility of Contractor to report as income its compensation received from
District and to make the requisite tax filings and payments to the appropriate federal,
state, or local tax authority. No part of Contractor's compensation shall be subject to
withholding by District for the payment of social security, unemployment, or disability
insurance or any other similar state or federal tax obligation.

Non California Residents: California Revenue and Taxation Code and related
regulations require districts that make payments of California source income of more than
$1,500 in a calendar year to non-resident independent contractors performing services to
withhold income taxes. (Some exceptions may apply.)

7. Materials. Contractor shall furnish, at his/her own expense, all labor,

materials, equipment, supplies, and other items necessary to complete the services to be
provided pursuant to this Agreement, except as follows:
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Contractor's services will be performed, findings obtained, and reports and
recommendations prepared in accordance with generally and currently accepted
principles and practices of his/her profession.

8. Confidentiality and Use of Information.

(a) Contractor shall hold in trust for the District, and shall not disclose to any
person, any confidential information. Confidential information is information that is related
to the District's research, development, trade secrets, and business affairs, but does not
include information that is generally known or easily ascertainable by nonparties through
available public documentation.

(b) Contractor shall advise District of any and all materials used, or
recommended for use by Contractor to achieve the project goals, that are subject to any
copyright restrictions or requirements. In the event Contractor shall fail to so advise
District, and as a result of the use of any programs or materials developed by Contractor
under this Agreement, District should be found in violation of any copyright restrictions or
requirements, or District should be alleged to be in violation of any copyright restrictions
or requirements, Contractor agrees to indemnify, hold harmless, and defend District
against any action or claim brought by the copyright holder.

9. Audits and Inspection of Records. At any time during normal business
hours and as often as District may deem necessary, Contractor shall make available to
District for examination at District's place of business specified above all data, records,
investigation reports, and all other materials related to matters covered by this
Agreement, and Contractor will permit the District to audit, and to make audits of, all
invoices, materials, payrolls, records of personnel, and other data related to all matters
covered by this Agreement.

10.  Originality of Services. Contractor agrees that all technologies, formulas,
procedures, processes, methods, writings, ideas, dialogue, compositions, recordings,
teleplays, and video productions prepared for, written for, submitted to the District, and/or
used in connection with this Agreement shall be wholly original to District and shall not be
copied in whole or in part from any other source, except that submitted to Contractor by
District as a basis for such services.

11.  Copyright/Trademark/Patent. Contractor understands and agrees that all
matters produced under this Agreement shall be works for hire and shall become the sole
property of District and cannot be used without District's express written permission.
District shall have all right, title, and interest in said matters, including the right to secure
and maintain the copyright, trademark, and/or patent of said matter in the name of the
District. Contractor consents to the use of Contractor’'s name in conjunction with the sale,
use, performance, and distribution of the matters, for any purpose and in any medium.

12.  Termination. District may, at any time, with or without reason, terminate this
Agreement and compensate Contractor only for services satisfactorily rendered to the
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date of termination. Written notice by District shall be sufficient to stop further
performance of services by Contractor. Notice shall be deemed given when received by
the Contractor or not later than ten (10) days after the day of mailing, whichever is sooner.

District may also terminate this Agreement upon giving written notice of intention
to terminate for cause. Cause shall include: (a) material violation of this Agreement by
the Contractor; or (b) any act by Contractor exposing the District to liability to others for
personal injury or property damage; or (c) if Contractor is adjudged a bankrupt, Contractor
makes a general assignment for the benefit of creditors or a receiver is appointed on
account of Contractor's insolvency. Written notice by District of termination for cause
shall contain the reasons for such intention to terminate, and unless within ten (10) days
after service of such notice, the condition or violation shall cease, or satisfactory
arrangements for the correction thereof be made, this Agreement shall, upon the
expiration of the ten (10) days, cease and terminate. In the event of such termination, the
District may secure the required services from another contractor. If the cost to the District
of obtaining the services from another contractor exceeds the cost of providing the service
pursuant to this Agreement, the excess cost shall be charged to and collected from the
Contractor. The foregoing provisions are in addition to and not a limitation of any other
rights or remedies available to District. Written notice by District shall be deemed given
when received by the other party, or no later than ten (10) days after the day of mailing,
whichever is sooner.

13. Hold Harmless. Contractor agrees to and does hereby indemnify, hold
harmless, and defend the District and its officers, agents, and employees from every claim
or demand made and every liability, loss, damage, or expense of any nature whatsoever,
which may be incurred by reason of:

(a) Liability for damages for: (1) death or bodily injury to person; (2) injury to, or
loss or theft of, property; or (3) any other loss, damage, or expense arising out of (1) or
(2) above sustained by the Contractor or any person, firm, or corporation employed by
the Contractor, either directly or by independent contract, in connection with the services
called for in this Agreement, however caused, except for liability for damages referred to
above which result from the sole negligence or willful misconduct of the District or its
officers, employees, or agents.

(b)  Any injury to or death of any person, including the District or its officers,
agents, employees, students, and visitors or damage to or loss of any property caused
by any act, neglect, default, or omission of the Contractor or any person, firm, or
corporation employed by the Contractor, either directly or by independent contract, arising
out of or in any way connected with the services covered by this Agreement, whether said
injury or damage occurs on or off District's property, except for liability for damages which
result from the sole negligence or willful misconduct of the District or its officers,
employees, or agents.
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(c)  Any liability for damages which may arise from the furnishing or use of any
copyrighted or uncopyrighted matter or patented or unpatented invention under this
Agreement.

Contractor further agrees that any agreement with any person, firm or corporation,
engaged by Contractor as an independent contractor to perform services in furtherance
of this Agreement, shall impose on such person, firm or corporation a duty to indemnify,
hold harmless and defend the District to the same extent as required of Contractor under
Section 13 of this Agreement.

14. Insurance. Contractor agrees to carry commercial general liability insurance
with limits of One Million Dollars ($1,000,000) per occurrence combined single limit for
bodily injury and property damage in a form mutually acceptable to both parties to protect
Contractor and District against liability or claims of liability, which may arise out of this
Agreement.

Contractor agrees to name District and its officers, agents, and employees as
additional insureds under said policy and to provide an endorsement to this policy
evidencing such.

In addition, Contractor agrees to provide an endorsement to this policy stating,
"Such insurance as is afforded by this policy shall be primary, and any insurance carried
by District shall be excess and noncontributory."

Contractor will also provide automobile liability insurance with limits of One Million
Dollars ($1,000,000) per occurrence combined single limit for bodily injury and property
damage.

Contractor shall provide District with certificates of insurance evidencing all
coverages and endorsements required hereunder, including a thirty-day written
notice of cancellation or reduction in coverage, at the time this Agreement is signed
by Contractor and submitted to District.

(For additional explanation and detail of insurance requirements, attach Exhibit D, which
then will be incorporated in full into this Agreement. Indicate in paragraph 28 of
Agreement if Exhibit D is applicable to this Agreement.)

15.  Worker's Compensation Insurance. Contractor agrees to procure and
maintain in full force and effect Worker's Compensation Insurance covering its employees
and agents while these persons are participating in the activities hereunder. In the event
a claim under the provisions of the California Workers' Compensation Act is filed against
District by a bona fide employee of Contractor participating under this Agreement,
Contractor agrees to defend the District and hold the District harmless from such claim.
Contractor represents that any person, firm or corporation engaged by Contractor to
perform services in furtherance of this Agreement, whom Contractor has designated as
an independent contractor, is properly designated as such under pertinent law, including
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the Workers Compensation Act. Contractor agrees to hold harmless, indemnify and
defend the District from every claim or demand made and every liability, loss, damage, or
expense of any nature whatsoever, which arises from or is in any way related to such
designation as an independent contractor.

16.  Assignment. The obligations of the Contractor pursuant to this Agreement
shall not be assigned by the Contractor.

17.  Compliance With Applicable Laws. The services completed herein must
meet the approval of the District and shall be subject to the District's general right of
inspection to secure the satisfactory completion thereof. Contractor agrees to comply
with all federal, state, and local laws, rules, regulations, and ordinances that are now, or
may in the future become, applicable to Contractor, Contractor's business, equipment,
and personnel engaged in operations covered by this Agreement or accruing out of the
performance of such operations.

18. Permits/Licenses. Contractor and all Contractor's employees, agents or
contractors shall secure and maintain in force such permits and licenses as are required
by law in connection with the furnishing of services pursuant to this Agreement.

19. Employment With Public Agency. Contractor, if an employee of another
public agency, agrees that Contractor will not receive salary or remuneration, other than
vacation pay, as an employee of another public agency for the actual time in which
services are actually being performed pursuant to this Agreement.

20. Entire Agreement/Amendment. This Agreement and any exhibits attached
hereto constitute the entire agreement among the parties to it and supersedes any prior
or contemporaneous understanding or agreement with respect to the services
contemplated and may be amended only by a written amendment executed by both
parties to the Agreement.

21.  Affirmative Action Employment. Contractor agrees that it will not engage in
unlawful discrimination in employment of persons because of race, color, religious creed,
national origin, ancestry, physical handicap, medical condition, marital status, or sex of
such persons.

22. Non-Waiver. The failure of District or Contractor to seek redress for
violation of, or to insist upon, the strict performance of any term or condition of this
Agreement, shall not be deemed a waiver by that party of such term or condition, or
prevent a subsequent similar act from again constituting a violation of such term or
condition.

23. Administrator of Agreement. This Agreement shall be administered on
behalf of, and any notice desired or required to be sent to a party hereunder shall be
addressed to:

First Note Finance inc 6



First Note Finance inc Independent Contractor Agreement: Magnolia Public Schools, (District)

For District: Dr. Caprice Young, CEO & Superintendent
Magnolia Public Schools
250 East 1% Street, Suite 1500
Los Angeles, CA 90012

For Contractor:  James Richmond, President
First Note Finance inc
831 Pomona Avenue
Coronado, CA 92118

24.  Notice. All notices or demands to be given under this Agreement by either
party to the other shall be in writing and given either by (a) personal service or (b) by U.S.
Mail, mailed either by registered or certified mail, return receipt requested, with postage
prepaid. Service shall be considered given when received, if personally served, or, if
mailed, on the fifth day after deposit in any U.S. Post Office. The address to which notices
or demands may be given by either party may be changed by written notice given in
accordance with the notice provisions of this section. At the date of this Agreement, the
addresses of the parties are as set forth above.

25.  Severability. If any term, condition, or provision of this Agreement is held
by a court of competent jurisdiction to be invalid, void, or unenforceable, the remaining
provisions will nevertheless continue in full force and effect and shall not be affected,
impaired, or invalidated in any way.

26. Governing Law. The terms and conditions of this Agreement shall be
governed by the laws of the State of California with venue in San Diego County, California.

27.  Warranty of Authority. Each of the parties signing this Agreement warrants
to the other that he or she has the full authority of the entity on behalf of which his or her
signature is made.

28. Applicable Exhibits. The Exhibits checked below are incorporated into this
agreement:

Exhibit A ExhibitB | | ExhibitC Exhibit D

Services Payment Expenses Insurance
Paragraph 1 Paragraph 3 Paragraph 4 Paragraph 14
and 15
This Agreement is entered into this day of , 20
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DISTRICT
Magnolia Public Schools

By:

CONTRACTOR
First Note Finance inc

By:

Signature
Typed Name: Dr. Caprice Young

Title: CEO & Superintendent

First Note Finance inc

Signature
Typed Name: James E. Richmond

Title: President

EIN: 46-1370205

Tax ID Number or Social Security No.
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EXHIBIT D

In accordance with paragraph 14 and 15 of this Independent Contractor Agreement,

dated between First Note Finance inc and Magnolia Public
Schools for services to be provided in Exhibit ‘A’, Schedule ‘1’, attached hereto and made
part of this Agreement. , (date) the following coverage and proof

thereof must be provided prior to commencing any services.

& Commercial General Liability Insurance
Limits of One Million Dollars ($1,000,000) per occurrence combined single limit
for bodily injury and property damage and:
& Endorsement naming the District and its officers, agents and employees
as additional insureds

& Endorsement stating, “Such insurance as is afforded by this policy shall be

primary, and any insurance carried by District shall be excess and
noncontributory”.

& Automobile liability covers “any auto” (and/or non-owned)

Limits of One Million Dollars ($1,000,000) per occurrence combined single limit
for bodily injury and property damage

& Worker's Compensation Insurance
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Exhibit ‘A’
CONTRACT TASK ORDER

TASK 1: Proposition 39 Energy Manager Services, Planning

There is an eight-(8) step process outlined by the California Energy Commission
(CEC) to be eligible to receive Energy Project Award Funding under the
Proposition 39 program. Step number 7 of the process is:

o Step 7: Complete and Submit an Energy Expenditure Plan.

In order to compile the information necessary to complete Step 7, the following
Steps 1-6 will need to be completed first.

o Step 1: Electric and Gas Usage/Billing Data

. Step 2 Benchmarking or Energy Rating System

. Step 3: Eligible Energy Project Prioritization Considerations
. Step 4: Sequencing of Facility Improvements

. Step 5: Eligible Energy Measure Identification

. Step 6: Cost-Effectiveness Determination

INDEPENDENT CONTRACTOR will assist the District with Preparation of
Proposition 39 Expenditure Plan for Submittal to the CEC, submit the completed
Energy Expenditure Plan to the CEC according to its required schedule and
process, and then shepherd the Energy Expenditure Plan through the CEC
process to approval, thereby securing allocated Proposition 39 funding on the
District’s behalf. This outcome will also depend on proper execution Task 2:

TASK 2: Proposition 39 Energy Manager Services, Screening, Benchmarking,
Energy Auditing

INDEPENDENT CONTRACTOR will gather billing data, perform benchmarking,
and perform energy audits (Steps 1-3), and compile the observations and
recommendations district-wide to meet the CEC requirements for Steps 1-3.

INDEPENDENT CONTRACTOR will compile the information and consult with
District in order to complete Steps 4-5. Once these steps are complete,
INDEPENDENT CONTRACTOR will perform and report Step 6, using the
established Savings to Investment ratio method (SIR) prescribed in the
Proposition 39 Guidelines, in such a manner as it will be acceptable by the CEC
in support of the Energy Expenditure Plan. Through this process a final, district-
wide, cost-effective scope of energy efficiency measures will be cataloged and

First Note Finance inc 1 November 29, 2016



First Note Finance inc Contract Task Order: Magnolia Public Schools (District)

made to support a successful outcome of completing the Energy Expenditure
Plan, and having it approved by the CEC.

INDEPENDENT CONTRACTOR will complete and submit applications to
District’s utility provider(s) for rebates and incentives in support of the District’s
Proposition 39 Program, including on-bill financing if available. Other potential
sources of funding will also be identified and applied for including, but not limited
to, the CEC ECAA loan program. INDEPENDENT CONTRACTOR will shepherd
these various applications through to collection of the funds on behalf of the
District.

DISTRICT SUPPORT NEEDED: In order for CONTRACTOR to perform its work
efficiently and in a timely manner, CONTRACTOR requests certain information, including
executed documentation, from the DISTRICT. Such information will include, but may not
be limited to the following:

1.

Fourteen (14) months of utility usage data, per each electric and/or gas meter
related to the District’s operations;

Online access to DISTRICT's utilities accounts (electricity and natural gas);
DISTRICT Online access to the California Energy Commission’s (CEC)
Proposition 39 online planning tools;

Executed Utility Authorization Forms and/or letters from the California Energy
Commission and the DISTRICT’s utilities provider(s).

Floor plan drawings and/or site plans of the DISTRICT facilities and/or campuses.
Key DISTRICT staff telephone and email contact information for onsite access and
information requested above.

This information, executed documentation, and online access is requested to be provided
to CONTRACTOR as soon as reasonably possible following the execution of this
contract. CONTRACTOR will provide DISTRICT with assistance as well as electronic
tools to make this information gathering as easy as possible.

TASK 3: Proposition 39 Annual Tracking and Reporting Services

INDEPENDENT CONTRACTOR will prepare a Measurement and Verification
Plan related to the Proposition 39 program in support of the requirements of the
CEC Guidelines, then implement the measurement and verification plan activities
to monitor and verify the energy and O&M savings accruing from the Proposition
39 funded Energy Efficiency measures. These tasks will be implemented on an
ongoing basis for a period of four years after the completion of each energy
efficiency measure under the Proposition 39 program, or through August 31,
2019, whichever comes first.
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INDEPENDENT CONTRACTOR will prepare and submit required annual
reporting to the CEC under the Proposition 39 program for a period of four years
after the completion of each energy efficiency measure under the Proposition 39
program, or through August 31, 2019, whichever comes first. Includes
responding to and answering questions and/or challenges made by the CEC
reviewers throughout this process.

TASK 4: Project Implementation Management Services for District’s Facilities

INDEPENDENT CONTRACTOR will perform Project Management of tasks
related to the Proposition 39 program.

Design Engineering Management: This will include preparation of detailed
Contractor Statements of Work, Preparing an RFP for Design Engineering a
Specifications, assisting the District with Design Engineer selection, managing
the Design Engineering process through Schematic Design, Detailed Design,
and Construction Documents phases, then submitting the Construction
Documents to the local jurisdiction for building permit approvals, and
shepherding this process through in a timely manner.

Contractor Solicitation and Selection: This will include preparation of RFPs for
trades contractor procurement such as general construction, geotechnical,
excavation, mechanical, electrical, plumbing and piping, system commissioning,
and/or controls/information technology contractors that will be needed to
implement the Facilities Operations and Maintenance projects. INDEPENDENT
CONTRACTOR will assist District with contractor interviews and selection, and
prepare the contracts for the successful bidders.

Project Management: INDEPENDENT CONTRACTOR will assist District with
Project Management tasks related to the Proposition 39 Program.

o Installation Contractor Bid Management & Selection Process Assistance

. Preparation of the Installation Contract including detailed Statements of Work and
Schedules of Values that will govern payment eligibility milestones to the selected
installation contractors

. Intermittent on site Project Management of construction, equipment and
associated System Commissioning Program of the installed systems and
equipment.

. Review Contractor Invoices and Recommend (or not) Progress Payments

. Review contractor change-orders if they are received, determine efficacy of the
change-order claims, and assist District with negotiating reasonable and favorable
outcomes.

First Note Finance inc 3



First Note Finance inc Contract Task Order: Magnolia Public Schools (District)

. Coordinate and facilitate District Staff Training on the installed equipment and
systems
. Prepare an Operations & Maintenance Binder for the installed equipment and

systems, including mechanical construction documents and contractor shop-
drawings, cut-sheets of all products installed, warranty cards, and operator’s
manuals.

Not-to-Exceed Contract Price:

The not-to-exceed contract price over the course of 5 years is 10% of the Proposition 39
funding secured on District’s behalf. This applies to the terms of Task 1 through Task 4
herein.

TASK 5: Fundraising and Financing Development

Separate of Task 2 sources of funding above, INDEPENDENT CONTRACTOR
will assist District with fundraising and acquisition of financial resources related to
implementation of the Proposition 39 Program. INDEPENDENT CONTRACTOR
will provide these services on a fee for performance basis identified as
“fundraising fee” on Exhibit B herein. INDEPENDENT CONTRACTOR will
search for qualifying project funding options, including but not limited to
foundation grants, zero-interest loans, or tax-deduction assignment to donors,
facilitate applications and processes to secure such funding on behalf of District,
and follow through to collection of the funds to the account of DISTRICT.

Additionally, INDEPENDENT CONTRACTOR will investigate other financing
options from bank or bond market sources to be secured against allocated future
Proposition 39 funding in accordance with the CEC guidelines and (approved)
Energy Expenditure Plan (Task 1), including aggregating such bank loan or bond
market products with other school districts statewide to achieve an overall lower
interest rate, and propose such financial options to DISTRICT for its review and
approval. (If) and once approved, INDEPENDENT CONTRACTOR will execute
loan agreements (further approved by DISTRICT), and follow through to
collection of these funds to the account of DISTRICT.
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Exhibit ‘B’

FEE & TASK SCHEDULE -TASK ORDER

Contract Task Order: Magnolia Public Schools (District)

Years Scope of Work Fee Fundraising

Proposal Fee
2016-17 Complete benchmarking, energy auditing, and screening $ 36,274.00
2017 Complete & submit Energy Expenditure Plans $ 30,228.00
2017 Obtain funds commitment of Energy Expenditure Plan $ 30,228.00
2017-2019 | Manage project installation to completion $108,822.00
2016-19 Tracking & Reporting to CEC $ 36,274.00

2015-19 Fundraising and Finance Development 6.5%
Total: | $241,826.00

Fundraising Fee: The equivalent of 6.5% fundraising fee will be billed for additional
funding or financing raised or arranged by Contractor as per terms of Task 5 herein, if

needed.

Payment Terms: A retainer fee shall be paid to Contractor in the amount of 20% of the
total Lump Sum Fees amount shown above upon execution of this Task Order.
Progress payments are due monthly with net 30 day payment terms, subject to cash
flow considerations based on collections of State funds.
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LIC SCHOOLS
Board Agenda Item # Agenda # 111 B
Date: April 6,2107
To: Magnolia Board of Directors
From: Caprice Young, Ed.D., CEO & Superintendent
Staff Lead: Caprice Young/John Phan
RE: Approval of Bond Financing

Proposed Board Recommendation

I move that the board adopt the attached resolutions that (1) authorize Magnolia Public Schools
to enter into a bond financing transaction and (2) approve the forms of various agreements to be
executed by Magnolia Public Schools or by its affiliates in connection with the proposed
financing transactions.

Background

In 2014, MPS financed the acquisition and development of the MSA-1 charter school facilities
located at 18214 and 18228 Sherman Way, Reseda, Los Angeles County, California 91335
through the issuance of tax-exempt bonds by the California School Finance Authority (the
“Authority”). MPS created Magnolia Properties Management, Inc. (“MPM”) and MPM
Sherman Way LLC (“MPM Sherman Way") for purposes of that transaction. MPM is the sole
member of MPM Sherman Way LLC. The Authority made a loan to MPM Sherman Way of the
proceeds of the sale of the bonds. MPM Sherman Way used the loan proceeds to acquire and
develop the facilities, and MPM Sherman Way leases the facilities to MPS for use by MSA-1.

MPS now proposes, through a similar transaction, to finance or refinance (i) the acquisition and
development of the additional MSA-1 property located at 18238 Sherman Way, Reseda, Los
Angeles County, California 91335, (ii) the construction of a gymnasium on the MSA-SA real
property owned by MPS and located at 2840 W 1st Street, Santa Ana, California 92703 and (iii)
the acquisition and installation of certain modular buildings to be used by MSA-SD and located
at 6525 Estrella Avenue, San Diego, California 92120.

For purposes of this transaction, MPM has created MPM Santa Ana LLC (“MPM Santa Ana”)
and MPM San Diego LLC (“San Diego”). The Authority will loan the proceeds of the sale of
bonds to MPM for use by MPM Sherman Way, MPM Santa Ana, and MPM San Diego. MPM
will use loan proceeds to acquire the 18238 Sherman Way property from MPS and to develop the
property. MPM Sherman Way will amend the existing lease to add this property to the MSA-1
lease. MPM Santa Ana will use loan proceeds to make a loan to MPS for the construction of the

——
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gymnasium for use by MSA-SA. MPS will use loan proceeds to acquire and install the modular
buildings and will lease the buildings to MPS for use by MPM-SD. The real and personal
property owned by the three LLCs, and MPM’s membership interest in the LLCs, will be
pledged to secure the loan made by the Authority to MPM Sherman Way LLC in 2014 and the
loans to be made by the Authority to MPM in 2017.

The leases and loan agreement executed by MPS in favor of the LLCs will be secured by the
gross revenues of the respective schools and by management fees collected by MPS from all
schools operated by MPS. The rent payable under the lease and loan agreement will be
approximately equal to the debt service obligations of the LLCs.

Budget Implications

The three schools involved (MSA-1, MSA-SA and MSA-SD) will need to provide in their
budgets for the payment of their obligations to the LLCs under the leases and loan agreement.

How Does This Action Relate/Affect/Benefit All MSAs?

The proposed transaction secures a source of long-term financing for facilities needed by the
MSAs involved. The transaction is expected to result in favorable interest rates compared to
conventional taxable financing and to allow MSA-1 and MSA-SD to claim SB 740 rent
reimbursement for the payments they make under the leases.

Name of Staff Originator:
Caprice Young, Chief Executive Officer

Exhibits (attachments):
Santa Ana

¢ First Amendment to MPM Santa Ana LLC Operating Agreement
e MPM Santa Ana LLC Operating Agreement
+« MPM Santa Ana Security Agreement
San Diego
¢ First Amendment to MPM San Diego LLC Operating Agreement
» MPM San Diego LLC Operating Agreement
¢ MPM San Diego Security Agreement
Sherman Way
¢ First Amendment to MPM San Diego LLC A &R Operating Agreement
e MPM San Diego LLC A&R Operating Agreement

Security Agreement

Subordination, Non-Disturbance and Attornment Agreement

Deed of Trust with Assignment of Rents, Security Agreement and Fixture Filing
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FIRST AMENDMENT TO OPERATING AGREEMENT
OF
MPM Santa Ana LLC

a California limited liability company

THIS FIRST AMENDMENT TO OPERATING AGREEMENT is made
effective as of April 1, 2017, by Magnolia Properties Management, Inc., a California nonprofit
public benefit corporation (the “Sole Member”), and is made with reference to the following:

A.. The Sole Member is the sole member MPM Santa Ana LLC, a California
limited liability company (the “Company”).

B. The Sole Member executed an Operating Agreement of the Company
dated as of April 1, 2017 (the “Operating Agreement).

C. The California School Finance Authority (the “Authority”) is issuing its
California School Finance Authority Charter School Revenue Bonds (Magnolia Public Schools —
Obligated Group) Draw Down Series 2017A and California School Finance Authority Charter
School Revenue (Magnolia Public Schools — Obligated Group) Series 2017B (Taxable)
(collectively, the “Bonds”) pursuant to the Indenture (the “Indenture”) dated as of April 1, 2017,
by and between the Authority and UMB Bank, National Association, as trustee thereunder (the
“Bond Trustee™).

D. Pursuant to a Security Agreement dated as of April 1, 2017 (the “Security
Agreement™) by and between the Sole Member and UMB Bank, National Association, as the
Master Trustee (the “Trustee”) pursuant to the Master Indenture of Trust dated as of April 1,
2017 (the “Master Indenture”) among Magnolia Properties Management, Inc., a California
nonprofit public benefit corporation (the “Borrower”), as initial Obligated Group Representative,
MPM Sherman Way LLC, a California limited liability company (“MPM Sherman Way”), the
Company, and MPM San Diego LLC, a California limited liability company (“MPM San Diego”
and, together with MPM Sherman Way and the Company, the “Obligated Group Members”), as
initial Members of the Obligated Group, and the Trustee, the Sole Member has granted the
Trustee a security interest in the Sole Member’s membership in the Company and in all
associated rights, interests, powers and authority held by Sole Member under the Operating
Agreement.

E. The Sole Member desires to amend the Operating Agreement to secure the
benefits of the Security Agreement to the Trustee.

NOW, THEREFORE, the Sole Member agrees as follows:
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1. Amendment to Operating Agreement. Article IX of the Operating
Agreement is amended by inserting the following Section 9.13 immediately
following Section 9.12:

9.13 Security Agreement. Pursuant to a Security Agreement dated as of
April 1, 2017 (the “Security Agreement”) by and between the Initial Member and
UMB Bank, National Association, as the Master Trustee (the “Trustee”) pursuant
to the Master Indenture of Trust dated as of April 1, 2017 (the “Master
Indenture”) among Magnolia Properties Management, Inc., a California nonprofit
public benefit corporation (the “Borrower”), as initial Obligated Group
Representative, MPM Sherman Way LLC, a California limited liability company
(“MPM Sherman Way”), the Company, and MPM San Diego LLC, a California
limited liability company (“MPM San Diego” and, together with MPM Sherman
Way and the Company, the “Obligated Group Members™), as initial Members of
the Obligatcd Group, and the Trustce, the Initial Member has granted the Trustee
a security interest in the Initial Member’s membership in the Company and in all
associated rights, interests, powers and authority held by Initial Member under
this Agreement (collectively, the “Membership Rights™). Until such time as the
Obligations (as defined in the Security Agreement) shall have been paid in full or
the Trustee’s security interest in the Membership Rights shall have terminated as
provided in the Security Agreement, the Company shall not elect to have its
membership interests be securities governed by Division 8 of the Uniform
Commercial Code as enacted in the State of California, the Company shall not
issue any certificate evidencing membership in the Company, the Initial Member
may not further Transfer any right, title or interest in the Membership Rights, the
Initial Member may not admit any additional members to the Company, and the
Initial Member may not modify or amend this Agreement without the prior
written consent of the Trustee and Bondholder Representative (as defined in the
Indenture), and any purported issuance, Transfer, admission, modification or
amendment prohibited by this provision shall be void and of no force or effect.
The Trustee and Bondholder Representative are third party beneficiaries of this
Section 9.13 and may enforce these provisions as if express parties hereto. In the
event there is no longer a Bondholder Representative with respect to any of the
Bonds (as defined in the Indenture), the term “Bondholder Representative” shall
be disregarded herein.

2. Operating Agreement Remains Effective. Except as provided herein,
the Operating Agreement shall remain in full force and effect.



IN WITNESS WHEREOF, the Initial Member has executed this Agreement
effective the day and year first set forth above.

INITIAL MEMBER:

MAGNOLIA PROPERTIES MANAGEMENT,
INC.

By:
Name:
Title:
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OPERATING AGREEMENT
OF
MPM Santa Ana LL.C

a California limited liability company

THIS OPERATING AGREEMENT is made effective as of April 1, 2017, by
Magnolia Properties Management, Inc., a California nonprofit public benefit corporation (the
“Initial Member™), and is made with reference to the following:

A. The Initial Member desires to form a limited liability company under and
pursuant to the California Revised Uniform Limited Liability Company Act set forth in sections
17000-17713.13 of the California Corporations Code, as amended from time to time (the “Act”).

B. Articles of Organization for MPM Santa Ana LLC (the “Company”) were
filed with the California Secretary of State on February 24, 2017.

C. The Initial Member executes this Operating Agreement in order to
complete the organization of the Company and provide for the governance of the Company and
the conduct of the Company’s business.

NOW, THEREFORE, the Initial Member declares the following to be the
Operating Agreement (“Agreement”) of the Company:

ARTICLE 1
ORGANIZATION

1.1 Formation. The Initial Member has caused the Articles of Organization
to be filed with the California Secretary of State, and the formation of the Company shall
be effective as of the date of said filing.

1.2  Name. The name of the Company shall be “MPM Santa Ana LLC.” The
Company shall conduct its business and affairs under said name or such other name as
the Sole Member may determine from time to time.

1.3  Agent for Service of Process. The name and address for the initial agent
for service of process on the Company is Caprice Young, 250 E. 1st Street, Los Angeles,
California 90012. The Sole Member may from time to time change the Company’s agent
for service of process.

1.4  Principal Place of Business. The principal office of the Company shall
be located at 250 E. 1Ist Street, Los Angeles, California 90012 or at such other place as
the Sole Member may determine from time to time.
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1.5 Term. The term of the Company shall commence on the filing of the
Articles of Organization with the California Secretary of State and shall continue until the
Company is dissolved and wound-up and liquidated pursuant to this Agreement or by
operation of law.

1.6  Purpose. The Company is organized and will operate:

(a) exclusively to support the charter schools operated by Magnolia
Educational & Research Foundation, a California nonprofit public benefit corporation (the
“Supported Corporation™), which is the organization supported by the Sole Member;

(b) for the specific purpose of holding title to property, including real
and personal property located at 2840 W 1st Street, Santa Ana, California 92703 or a promissory
note relating to the development of such property (the “Property”), managing, operating, leasing
and otherwise dealing with the Property and collecting the income therefrom and turning over
the entire amount of said income, less expenses, to the Sole Member, which is an organization
exempt from federal income tax under Internal Revenue Code § 501(c)(3) and from state
corporate tax under California Revenue and Taxation Code § 23701d; and

(c) to do any and all things and to engage in any and all other activities
and transactions necessary, convenient, appropriate or incidental to the accomplishment of the
foregoing purposes or otherwise for the protection and benefit of the Company.

Notwithstanding the foregoing and any other provisions of this Agreement, the actions, activities
and transactions of the Company will be limited to those permitted under California Revenue and
Taxation Code § 23701h.

1.7  Tax Status. It is the intention of the Sole Member that the Company be
disregarded as an entity separate from the Sole Member solely for federal and all relevant
state tax purposes. All provisions of the Articles of Organization and this Agreement are
to be construed so as to preserve that tax status.

ARTICLE 11
MEMBERSHIP

2.1  Admission. Simultaneously with the effectiveness of this Agreement, the
Initial Member is admitted as the sole member (“Sole Member™) of the Company. The
name and address of the Sole Member is listed on Exhibit A attached hereto.

2.2  Membership Interest. The Sole Member shall own the sole membership
interest in the Company, which includes all rights in the Company collectively, including
the Sole Member’s transferable interest, any right to vote or participate in management
and any right to information concerning the business and affairs of the Company.

2.3  Capital Contributions. The Sole Member may contribute cash or other
property to the Company as the Sole Member shall determine from time to time.
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2.4  Limited Liability. The Sole Member shall not be bound by, or be
personally liable for, the expenses, liabilities or obligations of the Company, except as
otherwise provided in the Act.

ARTICLE III
MANAGEMENT

3.1 Management.

3.1.1. The management of the business and assets of the Company shall be
vested solely in the Sole Member, who shall have sole power and authority to manage, control
and conduct the business and affairs of the Company and may exercise all powers of the
Company.

3.1.2. The Sole Member may appoint a President, a Chief Executive Officer, one
or more Vice Presidents, a Secretary, a Chief Financial Officer and such other officers as the
Sole Member may deem necessary or advisable to manage the day-to-day business affairs of the
Company (each, an “Officer”), and such Officers shall have the titles, powers and duties as shall
be determined by the Sole Member. Unless and until any such officer is removed by the Sole
Member, each officer of the Sole Member who is neither an officer, director, or employee of the
Supported Corporation nor a relative of any such officer, director, or employee shall hold the
same office in the Company ex officio.

3.1.3. Without limiting the foregoing Paragraphs 3.1.1 and 3.1.2, the Sole
Member shall have the right, in its sole and absolute discretion to, or to cause the Company to, as
applicable:

(a) take all actions necessary or convenient to the accomplishment of
the Company’s purposes set forth in Paragraph 1.6;

(b) enter into any loan, credit, guarantee or other similar financing
arrangements, including the opening, maintaining and closing bank accounts, in order to receive
or borrow funds to fulfill the Company’s purposes and objectives;

(©) enter into agreements for the purchase, sale and renovation of real
property which agreements may include such representations, warranties, covenants, indemnities
and guarantees as Sole Member deems necessary or advisable;

(d) own, lease and dispose of real property;
(e) mortgage, pledge or otherwise encumber its property; and

® make and perform such other agreements, undertakings and
transfers of property as Sole Member deems necessary or advisable.

3.2  Meetings. No annual, regular or special meetings of the Sole Member or
Officers are required.
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ARTICLE IV
ALLOCATIONS AND DISTRIBUTIONS

4.1  Allocations. All profits and losses, each item thereof, and all other items
attributable to the membership interest shall be allocated to the Sole Member for tax,
accounting and all other purposes.

4.2  Distributions. At such times as the Sole Member deems appropriate, the
Sole Member shall cause the Company to distribute cash or other property held by the
Company to the Sole Member. The Company shall turn over the entire amount of its
income, less expenses, to the Sole Member periodically.

ARTICLE V
COMPANY ADMINISTRATION

5.1 Books and Records.

5.1.1. The books and records of the Company shall be kept and maintained at the
Company’s principal office in California, shall reflect all of the Company transactions, and shall
be appropriate and adequate for the Company’s business.

5.1.2. Without limiting the requirements set forth in Paragraph S5.1.1, the
Company shall maintain at its principal office in California all of the following:

(a) A current list of the full name and last known business or residence
address of the Sole Member, together with the capital contribution and share in profits or losses
of the Sole Member;

(b) A copy of the Articles of Organization, as amended from time to
time;

(©) Copies of the Company’s Federal, state and local income tax or
information returns and reports, if any, for the six (6) most recent taxable years;

(d Executed counterparts of this Agreement, as amended;

(e) Any powers of attorney under which the Articles of Organization
or any amendments thereto are executed;

® Financial statements of the Company for the six (6) most recent
fiscal years; and

(2) The books and records of the Company as they relate to the
Company’s internal affairs for the current and past four (4) fiscal years.

5.2  Accounting. Books and records of the Company shall be kept on the
method of accounting selected by the Sole Member and applied on a consistent basis in
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the preparation of its financial reports and for tax purposes. The taxable and fiscal years
of the Company shall coincide with the taxable and fiscal years of the Sole Member.

5.3  Banking. All funds of the Company shall be deposited in the name of the
Company in one or more distinct separate accounts with one or more recognized financial
institutions and at such locations, all as shall be determined by the Sole Member. Any
withdrawal from such accounts shall require the signature of the Sole Member or such
other person or persons authorized to do so by the Sole Member.

5.4  Assets. All assets of the Company, whether real or personal, shall be held
in the name of the Company.

ARTICLE VI
TRANSFERS

6.1 Transfers. The Sole Member may assign, sell, gift, transfer or otherwise
dispose of (“Transfer”) all or any part of its membership interest in the Company at any
time (the transferee hereinafter referred to as “Transferee”). A Transferce of membership
in the Company shall become a substituted member automatically upon the Transfer of
such membership, provided that, if a Transfer of membership in the Company is made for
purposes of security, the Transferee of such Transfer shall not become a substituted
member until such time as the Transferee has concluded a foreclosure sale of such
membership.

6.2 Duties of Substituted Member. Any person admitted to the Company as
a substituted member shall be subject to all of the provisions of this Agreement that apply
to the Sole Member from whom the membership interest was assigned.

6.3  Division of Allocations and Distributions. If any membership interest,
or part thereof, is assigned during any fiscal year in compliance with the provisions of
this Article VI, profits, losses, each item thereof and all other items attributable to such
membership interest for such fiscal year shall be divided and allocated between the
transferor and the transferee by taking into account their varying membership interests
during the period in accordance with section 706(d) of the Internal Revenue Code of
1986, as amended, using any convention permitted by law selected by the Sole Member.
All distributions on or before the date of such assignment shall be made to or for the
account of the transferor, and all distributions thereafter shall be made to or for the
account of the transferce. Solely for purposes of making such allocations and
distributions, the Company shall recognize such assignment not later than the end of the
calendar month during which the assignment occurs. Neither the Company nor the Sole
Member shall incur any liability for making allocations and distributions in accordance
with the provisions of this Paragraph 6.3.

6.4  Rights of Secured Parties. Notwithstanding anything to the contrary in
Section 17705.02(b) of the Act, (a) the Sole Member may pledge or grant a security
interest in, or assign for purposes of security, all or any part of the Sole Member’s
membership interest in the Company, including the Sole Member’s designation as the



sole member of the Company, the Sole Member’s right to vote or participate in
management and right to information concerning the business and affairs of the
Company, the Sole Member’s power and authority to manage, control and conduct the
business and affairs of the Company, and the Sole Member’s right to receive distributions
to which the Sole Member is entitled, and (b) subject to the terms and conditions of the
agreement(s) between the Sole Member and the Transferee and compliance with
applicable provisions of the Uniform Commercial Code, upon default the Transferee may
exercise any of such rights, powers, and authority as may have been granted to the
Transferee and the Transferee may receive distributions to which the member is entitled.

ARTICLE VII
INDEMNIFICATION

To the extent of Company assets, the Company agrees to defend each member, manager
(if any), and Officer of, and each entity controlling, or directly or indirectly related to, the
Company (each, an “Affiliate”), including, without limitation, any director, officer, employee, or
agent of any member, manager, Officer or Affiliate acting on behalf of the Company (each, an
“Indemnitee” and, collectively, the “Indemnitees™), against all claims or demands arising from
the acts or omissions of the Company and agrees to indemnify and hold each of the foregoing
harmless against all liabilities, losses, damages, expenses, costs or any other economic detriment
suffered, paid, or incurred, foreseen or unforeseen, arising from any claim, demand, action, suit
or proceeding, whether civil, criminal, administrative, or investigative, or whether threatened,
pending or completed, which pertain to any Indemnitee, as described above, in such capacity,
arising from the acts or omissions of the Company, to the fullest extent permitted by applicable
law in effect on the date hereof and to such greater extent as applicable law may hereafter from
time to time permit. No member shall be subject to personal liability or be required to fund or
cause to be funded any obligation of the Company described in this Article VII.

ARTICLE VIII
DISSOLUTION

8.1 Events of Dissolution. The Company shall dissolve upon the earliest to
occur of:

(a) the decision of the Sole Member;

(b) the entry of a decree of judicial dissolution under section 17707.03
of the California Corporations Code.

8.2  Winding Up. Upon dissolution of the Company, the Company shall
engage in no further business other than that necessary to wind up the business and
affairs of the Company. The Sole Member shall wind up the affairs of the Company and
give written notice of the commencement of winding up by mail to all known creditors
and claimants against the Company whose addresses appear in the records of the
Company. After paying or adequately providing for the payment of all known debts of
the Company, including, without limitation, debts and liabilities to the Sole Member as a
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creditor of the Company, the remaining assets of the Company shall be distributed to the
Sole Member.

ARTICLE IX
GENERAL

9.1 Amendment. This Agreement may be amended only in a writing signed
by the Sole Member.

9.2 Binding Agreement. Subject to any restrictions on transfers set forth in
this Agreement, this Agreement shall inure to the benefit of and be binding upon the Sole
Member and its respective legal representatives, successors, and Permitted Transferees.

9.3 Headings. The article and paragraph headings are included in this
Agreement solely for convenience of reference and in no way describe, define, limit,
extend or interpret the scope, intent or extent of this Agreement, or any provision hereof.
If there is any conflict between such headings and the text of this Agreement, the text
shall control.

9.4  Number and Gender. Unless the context clearly indicates otherwise, the
singular shall include the plural and vice versa. In all cases the masculine gender shall
include the neuter and feminine genders and vice versa.

9.5  Severability. If any provision of this Agreement or the application
thereof to any “person” (as defined in the Act) or circumstance shall be held invalid or
unenforceable to any extent, the remainder of this Agreement, or the application of such
provisions to persons or circumstances other than those to which it is held invalid or
unenforceable, shall not be affected thereby, and the intent of this Agreement shall be
enforced to the greatest extent permitted by law.

9.6 References to this Agreement. Numbered or lettered articles and
paragraphs herein contained refer to articles and paragraphs of this Agreement unless
otherwise expressly stated.

9.7  Parties in Interest. Except as otherwise expressly provided in this
Agreement, nothing contained in this Agreement shall be deemed to confer any right or
benefit on any person who is not a party to this Agreement.

9.8 Other Businesses. The Sole Member, any Affiliate, any officer, director,
or employee of the Sole Member or of any Affiliate or and any other person holding a
legal or beneficial interest in the Sole Member or Affiliate (collectively, the “Interested
Parties”) may engage in or conduct any business, investment, profession or other activity
it chooses, whether or not the same is competitive with the Company, without any
accountability to the Company and without having or incurring any obligation to offer
any interest in such business, investment, profession or other activity to the Company.
The Company shall have no right by virtue of this Agreement in and to any such
business, investment, profession or other activity or to the income or profits arising
therefrom, nor shall the Sole Member be required to permit the Company to participate in
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such business, investment, profession or activity. Except as expressly provided in this
Agreement, each Interested Party shall have no fiduciary obligation to the Company by
virtue of this Agreement to submit to the Company any business opportunity, whether or
not such opportunity arose from its activities with respect to the Company.

9.9 Entire Agreement. This Agreement constitutes the entire agreement with
respect to the subject matter of this Agreement.

9.10 Exhibits. Any exhibits referred to in this Agreement are incorporated by
reference into this Agreement and made a part hereof.

9.11 Counterparts. This Agreement may be executed in counterparts, each of
which shall be deemed an original and all of which shall constitute one agreement
binding on the parties hereto, notwithstanding that all of the parties are not signatories to
the same counterpart.

9.12 Governing Law. The laws of the State of California (without regard to
otherwise governing principles of conflicts of law or choice of law) shall govern the
validity of this Agreement, the construction of its terms, and the interpretation and
enforcement of the rights and duties of the parties hereof.



IN WITNESS WHEREOF, the Initial Member has executed this Agreement
effective the day and year first set forth above.

INITIAL MEMBER:

MAGNOLIA PROPERTIES MANAGEMENT,
INC.

By:
Name:
Title:

CONSENT OF ORGANIZER

The undersigned, the Organizer of the Company, acknowledges that she filed the Articles
of Organization for the Company on behalf the Initial Member and consents to the foregoing.

Dated: April 1,2017

Caprice Young, Organizer
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EXHIBIT A

Sole Member

Magnolia Properties Management, Inc.
250 E. 1st Street
Los Angeles, California 90012
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SECURITY AGREEMENT
(MPM Santa Ana LLC)

THIS SECURITY AGREEMENT (this “Security Agreement”) dated as of April 1, 2017, is
made by and between MPM Santa Ana LLC, a California limited liability company (“Grantor”), and
UMB Bank, National Association, as the Master Trustee (the “Trustee”) pursuant to the Master
Indenture of Trust dated as of April 1, 2017 (the “Master Indenture”) among Magnolia Properties
Management, Inc., a California nonprofit public benefit corporation (the “Borrower™), as initial
Obligated Group Representative, MPM Sherman Way LLC, a California limited liability company
(“MPM Sherman Way”), Grantor, and MPM San Diego LLC, a California limited liability company
(“MPM San Diego” and, together with MPM Sherman Way and Grantor, the “Obligated Group
Members™), as initial Members (as defined in the Master Indenture) of the Obligated Group (as defined
in the Master Indenture) , and the Trustee. Capitalized terms used herein and not otherwise defined
herein shall have the meanings set forth in the Indenture (the “Indenture”) dated as of April 1, 2017, by
and between the California School Finance Authority (the “Authority”) and UMB Bank, National
Association, as trustee thereunder (the “Bond Trustee™), or in the Master Indenture, unless the context
requires otherwise.

WITNESSETH:

WHEREAS, the Authority is issuing its California School Finance Authority Charter School
Revenue Bonds (Magnolia Public Schools — Obligated Group) Draw Down Series 2017A and
California School Finance Authority Charter School Revenue (Magnolia Public Schools — Obligated
Group) Series 2017B (Taxable) (collectively, the “Bonds™) pursuant to the Indenture, the proceeds of
which are being applied by the Obligated Group Members to finance the acquisition, expansion,
renovation and equipping of certain educational facilities owned by the Obligated Group Members or
by Magnolia Educational and Research Foundation, a California nonprofit public benefit corporation
(“MERF”), and operated by MERF; and

WHEREAS, in consideration of the purchase of the Bonds issued under the Indenture by
investors for whom Hamlin Capital Management, LLC (“Hamlin”) acts as investment advisor, Hamlin,
as Bondholder Representative (the “Bondholder Representative”), has required that Grantor grant,
hypothecate and pledge to the Trustee certain Collateral as described herein;

NOW, THEREFORE, in consideration of the foregoing and other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, and to secure the
payment and performance of the obligations of Grantor with respect to the Bonds from time to time
outstanding under the Indenture, the Grantor hereby covenants and agrees as follows:

ARTICLE L
SECURITY INTEREST

SECTION 1.1. CREATION OF SECURITY INTEREST. The Grantor hereby grants to
the Trustee a security interest in all of the Grantor's right, title and interest in and to the collateral
described in Section 1.2 (the “Collateral”) to secure the payment of all obligations of the Borrower and
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the Grantor under the Loan Agreement and under Obligation No. 2 issued pursuant to the Supplemental
Master Indenture for Obligation No. 2 (the “Second Supplemental Master Indenture™), dated as of April
1, 2017, by and between the Obligated Group Representative and the Trustee, whether now existing or
hereafter arising during the term of this Security Agreement (collectively, the “Obligations”). The
security interest granted hereunder shall, except as otherwise provided herein, be governed by and
interpreted in accordance with the provisions of the Uniform Commercial Code as adopted in the State
of California (the “UCC”). The Grantor shall file or record, or cause to be filed and recorded, any
financing statements necessary to protect and preserve the Trustee’s security interests in the Collateral.
The Trustee may, at the expense of the Obligated Group Members, retain counsel to assist it in making
any filings required hereby and may rely on the opinion of any such counsel.

SECTION 1.2. DESCRIPTION OF COLLATERAL. The Collateral pledged under this
Security Agreement includes all of the following:

(a) all right, title and interest of the Grantor in the School Loan Agreement;

(b)  all certificates, documents and instruments representing or evidencing ownership of the
property described in clause (a) of this Section and all proceeds thereof, including (without limitation)
cash, property and other distributions, dividends, securities, investment property, rights and other
property now or hereafter at any time or from time to time received, receivable or otherwise distributed
or distributable in respect of or in exchange for any or all of the foregoing property;

(c) all substituted or additional collateral required to be supplied under the terms of this
Security Agreement; and

(d)  the proceeds of all of the foregoing property described in clauses (a) through (c) of this
Section.

SECTION 1.3. SECURITY FOR OBLIGATIONS. This Security Agreement secures the
prompt payment of all Obligations.

SECTION 1.4. PROTECTION OF SECURITY INTEREST. During the term of this
Security Agreement, the Trustee, the Bond Trustee, and Bondholder Representative shall have the right
upon the occurrence and during the continuance of an Event of Default under the Indenture, the Loan
Agreement, any Mortgage, the Master Indenture, or Obligation No. 2 (collectively, the “Financing
Documents”) to make any payments and to perform any other acts the Trustee, the Bond Trustee, or
Bondholder Representative shall deem necessary to protect the Trustee's security interest in the
Collateral, including (without limitation) the rights to pay, purchase, contest or compromise any
encumbrance, charge or lien which in the judgment of the Trustee, the Bond Trustee, or Bondholder
Representative appears to be prior to or superior to the security interest granted hereunder and to appear
in and defend any action or proceeding purporting to affect its security interest in or the value of the
Collateral and, in exercising any such powers or authority, the right to pay all expenses incurred in
connection therewith, including (without limitation) reasonable attorneys' fees and expenses. The
Grantor hereby agrees that the Grantor shall be bound by any such payment made or act taken by the
Trustee, the Bond Trustee, or Bondholder Representative hereunder and shall reimburse the Trustee, the
Bond Trustee, and Bondholder Representative for all payments made and expenses incurred, which
amounts shall be secured under this Security Agreement during its term. The Trustee, the Bond
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Trustee, and Bondholder Representative shall have no obligation to make any of the foregoing
payments or perform any of the foregoing acts.

SECTION 1.5. INDEMNIFICATION OF THE TRUSTEE; RIGHTS AND
IMMUNITIES. The provisions set forth in the Master Indenture relating to the rights, immunities and
indemnification of the Trustee are equally applicable to the Trustee under this Security Agreement as if
such provisions were fully set forth herein.

ARTICLE II.
WARRANTIES AND REPRESENTATIONS

SECTION 2.1. ORGANIZATION AND EXISTENCE OF MEREF. The Grantor
represents and warrants to the Trustee that MERF is a nonprofit public benefit corporation duly formed,
validly existing and in good standing under the laws of the State of California, has all requisite power
and authority to own, operate or hold under lease the properties and assets it owns, operates or holds
under lease, including its interest in the Project, and is duly qualified and authorized to do business in
and is in good standing in all of the jurisdictions in which the nature of its business makes such
licensing, authorization and qualification necessary and where the failure to be so licensed and qualified
and in good standing would have a material adverse effect upon the business or financial condition of
MERF.

SECTION 2.2 ORGANIZATION AND EXISTENCE OF THE GRANTOR. The
Grantor represents and warrants to the Trustee that the Grantor is a limited liability company duly
organized, validly existing and in good standing under the laws of the State of California and has all
requisite power and authority to be a Member of the Obligated Group, enter into this Security
Agreement and grant the lien on the Collateral hereunder.

SECTION 2.3. TITLE TO SCHOOL LOAN AGREEMENT. The Grantor represents and
warrants to the Trustee that the Grantor has good and marketable title to the School Loan Agreement
and other Collateral pledged hereunder, free and clear of any liens or encumbrances and that no prior
consent or approval is required in order for the Grantor to pledge the School Loan Agreement and other
Collateral as set forth herein and hereunder.

ARTICLE III.
AFFIRMATIVE COVENANTS

The Grantor covenants that, so long as any of the Bonds remain Outstanding and this Security
Agreement remains in effect:

SECTION 3.1. DELIVERY OF COLLATERAL. Grantor will deliver to the Trustee each
item of Collateral capable of physical delivery, if possession of the same is necessary to perfect a
security interest therein, immediately upon acquisition thereof and will defend the Collateral against all
claims and demands of all Persons at any time claiming the same or any interest therein.
Notwithstanding the foregoing, nothing herein is intended to require delivery to the Trustee of any
portion of the Collateral consisting of cash so long as no Event of Default exists under this Security
Agreement.

MPM Santa Ana Security Agreement



SECTION 3.2 PERFECTION OF SECURITY INTEREST. The Grantor will, to the
extent required by law, cause this Security Agreement, together with all related Uniform Commercial
Code financing statements or other instruments, to be kept, recorded and filed in such manner and in
such places as may be required by law in order to create, perfect, preserve and protect fully the first
priority security interest of the Trustee in the Collateral and will, promptly upon request by the Trustee
or Bondholder Representative, procure or execute and deliver any documents, deliver to the Trustee
any instruments, give any notices, execute any proxies, execute and file any financing statements or
other documents, all in form reasonably satisfactory to the Trustee and Bondholder Representative, and
take any other actions which are rcasonably necessary or, in the reasonable judgment of the Trustee or
Bondholder Representative, desirable to perfect or continue the perfection and first priority security
interest of the Trustee in the Collateral, to protect the Collateral against the rights, claims or interests of
third persons or to effect the purposes of this Security Agreement and will pay all costs incurred in
connection therewith. The Grantor will pay or cause to be paid all filing fees incident to such filing
and all expenses incident to the preparation, execution and acknowledgment of such instruments of
further assurance, and all federal or state fees and other similar fees, duties, imposts, assessments and
charges arising out of or in connection with the execution and delivery of such instruments of further
assurance. The Grantor hereby authorizes the Trustee at any time and from time to time to file in any
appropriate filing office any continuation statements to the financing statements covering any of the
Collateral.

SECTION 3.3 IMPOSITIONS ON COLLATERAL. The Grantor will pay and
discharge, or cause to be paid and discharged, all taxes, assessments and governmental charges or
levies against the Collateral prior to delinquency thereof and will keep the Collateral free of all unpaid
charges whatsoever. Notwithstanding the foregoing, the Grantor shall have the right to contest the
amount and validity of any such tax or assessment by appropriate proceedings conducted in good faith
and with due diligence so long as such proceedings operate to suspend or defer the payment thereof
and so long as the Collateral is not exposed to being forfeited or lost by reason of such proceedings.

ARTICLEIV.
NEGATIVE COVENANTS

The Grantor covenants that, until the Bonds have been fully paid and discharged or this
Security Agreement has been terminated:

SECTION 4.1. FURTHER ENCUMBRANCE OR TRANSFER OF COLLATERAL.
The Grantor will not, in any way, hypothecate or create or permit to exist any lien, security interest or
encumbrance on or other interest in the Collateral except that created by this Security Agreement, nor
will the Grantor sell, transfer, assign, exchange or otherwise dispose of the Collateral or any interest
therein without the prior written consent of the Bondholder Representative. If any Collateral, or any
interest therein, is sold, transferred, assigned, exchanged or otherwise disposed of in violation of these
provisions, the security interest of the Trustee shall continue in such Collateral or part thereof
notwithstanding such sale, transfer, assignment, exchange or other disposition, and the Grantor will
hold the proceeds thereof in a separate account for the Trustee's benefit and will, upon the request of the
Trustee or Bondholder Representative, transfer such proceeds to the Trustee's possession.
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SECTION 4.2. IMPAIRMENT OF SECURITY INTEREST. The Grantor shall take no
action that would impair the first priority security interest of the Trustee in the Collateral or the
enforcement thereof. The Grantor will not take any action that would change the jurisdiction of its
formation without 30 days' prior written notice to the Trustee and Bondholder Representative.

ARTICLE V.
NO LIMITATION ON LIABILITY; WAIVERS

SECTION 5.1. NO LIMITATION OF LIABILITY.

(a) Without incurring responsibility to the Grantor, impairing or releasing the obligations of
the Grantor to the Trustee or reducing the amount due and secured under the terms of this Security
Agreement (except to the extent of amounts actually paid to and legally retained by the Trustee), the
Trustee may, at the direction of the Bondholder Representative, at any time and from time to time,
without the consent or notice to the Grantor, and in accordance with Section 9.16, subject to the terms
and conditions of the Financing Documents, and in whole or in part:

(1) change the manner, place or terms of payment of (including, without limitation,
the interest rate and payment amounts), and/or change or extend the time for payment of, or
renew or modify, any of the Obligations, any security therefor, or any of the Financing
Documents (with the prior written consent of the Borrower and Grantor to the extent required
by such Financing Documents), and the lien created under this Security Agreement shall secure
the Obligations as so changed, extended, renewed or modified;

(ii) sell, exchange, release, surrender, realize upon or otherwise deal with in any
manner and in any order, any property at any time pledged, mortgaged or in which a security
interest is given to secure, or however securing, the Obligations;

(iii)  exercise or refrain from exercising any rights against the Borrower, the Grantor,
any other Obligated Group Member, or others or against any security for the Obligations or
otherwise act or refrain from acting;

(iv)  settle or compromise any Obligations, whether in a proceeding or not, and
whether voluntarily or involuntarily, dispose of any security (other than the Collateral) therefor
(with or without consideration) or settle or compromise any liability incurred directly or
indirectly in respect thereof or hereof, and subordinate the payment of all or any part thereof to
the payment of any Obligations, whether or not due, to creditors of the Borrower, the Grantor
or any other Obligated Group Member other than the Trustee;

(v) apply any sums it receives, by whomever paid or however realized, to any of the
Obligations;

(vi)  add, release, settle, modify or discharge the obligation of any maker, endorser,
guarantor, surety, obligor or any other party who is in any way obligated for any of the
Obligations;

(vii)  accept any additional security for the Obligations; and/or
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(viii) take any other action which might constitute a defense available to, or a
discharge of, the Borrower, the Grantor or any other Obligated Group Member or any other
obligated party in respect of the Obligations.

(b) The invalidity, irregularity or unenforceability of all or any part of the Obligations or
any Financing Document, or the impairment, loss, failure to obtain or perform any security or guaranty
therefor, whether caused by any action or inaction of the Trustee, or otherwise, shall not affect, impair
or be a defense to the Trustee's rights under this Security Agreement.

SECTION 5.2. WAIVERS.

(a) Waiver of Subrogation. Until such time as the Obligations shall have been paid in full,
the Grantor waives any present or future claim, right or remedy to which the Grantor may be entitled
which arises on account of this Security Agreement and/or from the performance by the Grantor of the
Grantor's obligations hereunder to be subrogated to the Trustee's rights against the Borrower or any
Obligated Group Mcember or any other obligated party and/or any present or future claim, remedy or
right to seek contribution, reimbursement, indemnification, exoneration, payment or the like, or
participation in any claim, right or remedy of the Trustee against the Borrower or any Obligated Group
Member or any security which the Trustee now has or hereafter acquires, whether or not such claim,
right or remedy arises under contract, in equity, by statute, under common law or otherwise. If,
notwithstanding such waiver, any funds or property shall be paid or transferred to the Grantor on
account of any such subrogation, contribution, reimbursement, exoneration or indemnification at any
time when all of the Obligations have not been paid in full, the Grantor shall hold such funds or
property in trust for the Trustee and shall segregate such funds from other funds of the Grantor and
shall forthwith pay over to the Trustee such funds and/or property to be applied by the Trustee to the
Obligations, whether matured or unmatured, in accordance with the terms of the Financing Documents.

(b)  Waiver of Remedies. The Grantor waives the right to marshalling of the Borrower’s or
any Obligated Group Member’s assets or any stay of execution and the benefit of all exemption laws,
to the extent permitted by law, and any other protection granted by law to guarantors, now or hereafter
in effect with respect to any action or proceeding brought by the Trustee against the Grantor.

(c) Waiver of Defenses. The Grantor irrevocably waives all claims of waiver, release,
surrender, alteration or compromise and all defenses, set-offs, counterclaims, recoupment, reductions,
limitations or impairments.

(d)  Waiver of Notice. The Grantor waives notice of acceptance of this Security Agreement
and notice of the Obligations and waives notice of default, non-payment, partial payment, presentment,
demand, protest, notice of protest or dishonor, and all other notices to which the Grantor might
otherwise be entitled or which might be required by law to be given by the Trustee.

ARTICLE VL
[RESERVED]
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ARTICLE VIIL
DEFAULTS AND REMEDIES

SECTION 7.1. EVENTS OF DEFAULT. The occurrence of an event of default by or on
the part of the Borrower, the Grantor or any other Obligated Group Member under any Financing
Document which is not cured within any applicable cure period provided thereunder shall constitute an
event of default (an “Event of Default”) under this Security Agreement.

SECTION 7.2 REMEDIES. Upon the occurrence of an Event of Default, the Trustee may,
with consent of Bondholder Representative and in accordance with Section 9.16, and shall, at the
direction of the Bondholder Representative and in accordance with Section 9.16, without further notice
to or demand upon the Grantor, do any one or more of the following:

(a) Declare all Obligations to be immediately due and payable, whereupon all unpaid
Obligations shall become and be immediately due and payable;

(b)  Take possession of all items of Collateral hereunder not then in its possession and
require the Grantor or the parties in possession thereof to deliver such Collateral to the Trustee at one
or more locations as the Trustee shall designate;

(c) Exercise any or all of the rights and remedies provided for by the applicable provisions
of the UCC and recover the reasonable costs and reasonable attorneys' fees incurred by the Trustee and
Bondholder Representative in the enforcement of this Security Agreement or in connection with the
Grantor’s redemption of the Collateral;

(d) Sell the Collateral, or any portion thereof, at any public or private sale or on any
securities exchange or other recognized market, for cash, upon credit or for future delivery, as the
Trustee and Bondholder Representative shall deem appropriate. Each purchaser at any such sale shall
hold the property sold free from any claim or right on the part of the Grantor and the Grantor hereby
waives, to the fullest extent permitted by law, all rights of redemption, stay and/or appraisal which the
Grantor now has or may at any time in the future have under any rule of law or statute now existing or
hereafter enacted. The Trustee shall give the Grantor at least 10 days' written notice of any public sale
or the date on or after which a private sale may be made. Such notice, in case of a public sale, shall
state the time and place fixed for such sale. Any public sale shall be held at such time or times during
ordinary business hours and at such place or places as the Trustee may fix in the notice of such sale.
At any private or public sale, the Collateral, or portion thereof, to be sold may be sold in one lot as an
entirety or in separate lots, as the Trustee shall determine in consultation with the Bondholder
Representative. The Trustee may bid (which bid may be, in whole or in part, in the form of
cancellation of indebtedness) for and purchase for its account the whole or any part of the Collateral at
any public sale or sale in any recognized market. The Trustee shall not be obligated to sell any
Collateral if, in consultation with the Bondholder Representative, it shall determine not to do so,
notwithstanding that notice of sale of the Collateral shall have been given. The Trustee may, in
consultation with the Bondholder Representative, without notice or publication, adjourn any sale or
cause the same to be adjourned from time to time by announcement at the time and place fixed for sale,
and such sale may, without further notice, be made at the time and place to which the same was so
adjourned. In case any sale of all or any part of the Collateral is made on credit or for future delivery,
the Collateral so sold may be retained by the Trustee until the sale price is paid by the purchaser or
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purchasers thereof, and the Trustee shall not incur any liability in case any such purchaser or
purchasers shall fail to take up and pay for the Collateral purchased. In case of any such failure, such
Collateral may be sold again upon like notice. The parties hereto agree that the method, manner and
terms of sale or disposition of the Collateral authorized by this Section are commercially reasonable;

(e) Proceed by an action or actions at law or in equity to recover the indebtedness secured
hereunder or to foreclose this Security Agreement and sell the Collateral, or any portion thereof,
pursuant to a judgment or decree of a court or courts of competent jurisdiction;

€3] Retain and manage the Collateral to preserve the Collateral or its value or apply income
therefrom to pay the indebtedness secured hereunder until all such indebtedness is paid to the Trustee;
or

(g)  Enforce one or more remedies hereunder, successively or concurrently, and such action
shall not operate to estop or prevent the Trustee or Bondholder Representative from pursuing any other
or further remedy it may havc.

ARTICLE VIIL
AUTHORITY OF THE TRUSTEE AND
BONDHOLDER REPRESENTATIVE; REFERENCES
TO BONDHOLDER REPRESENTATIVE

SECTION 8.1. AUTHORITY. The Trustee and Bondholder Representative shall have and
be entitled to exercise all powers hereunder which are specifically delegated to the Trustee by the terms
hereof, together with such powers as are reasonably incident thereto. In addition, the Trustee and
Bondholder Representative, in accordance with Section 9.16, shall be entitled to transfer into the name
of a nominee or nominees any certificates or instruments representing or evidencing the Collateral and
to have any such certificates or instruments exchanged for ones of smaller or larger denominations. The
Trustee and Bondholder Representative may perform any of their respective rights or duties hereunder
or in connection with the Collateral by or through agents or employees and shall be entitled to retain
counsel and to act in reliance upon the advice of counsel concerning all such matters. None of the
Trustee, Bondholder Representative or any director, officer, employee, attorney or agent thereof shall
be liable to the Grantor for any action taken or omitted to be taken by it or them hereunder, except for
its or their own gross negligence or willful misconduct, nor shall the Trustee be responsible for the
validity, effectiveness or sufficiency hereof or of any document or security furnished pursuant hereto.
The Trustee, Bondholder Representative and any director, officer, employee, attorney or agent thereof
shall be entitled to rely on any communication, instrument or document believed by it or them to be
genuine and correct and to have been signed or sent by the proper person or persons.

SECTION 8.2. REFERENCES TO BONDHOLDER REPRESENTATIVE. In the event
there is no longer a Bondholder Representative with respect to any of the Bonds, the term “Bondholder
Representative” shall be disregarded herein and all notices and consents shall be given to and by,
respectively, the other parties referenced in this Security Agreement.
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ARTICLE IX.
MISCELLANEOUS PROVISIONS

SECTION 9.1. NOTICES. Notices, requests and other communications hereunder shall be
in writing and may be delivered personally or sent by recognized overnight courier or first-class mail to
the parties addressed as follows:

To Grantor: MPM Santa Ana LLC
c/o Magnolia Properties Management, Inc.
250 E. 1st Street, Suite 1500
Los Angeles, CA 90012
Attn: President

To Trustee: UMB Bank, National Association
2 South Broadway
Suite 600
St. Louis, Missouri 63102
Telephone: 314/612-8480
Facsimile: 314/612-8499
Attention: Corporation Trust Department

To Bondholder Representative: Hamlin Capital Management LLC
640 Fifth Avenue, 6" Floor
New York, NY 10019
Telephone:  212/752-8777
Facsimile: 212/752-5698
Attention: Joseph Bridy

Notice or demand, if required to be given hereunder, shall be given by hand delivery or by
recognized overnight delivery service or by deposit in the United States mail, registered or certified,
postage prepaid, addressed to the Grantor, the Trustee or the Bondholder Representative, as the case
may be, at the address stated above, with return-receipt requested, and shall be deemed to have been
delivered upon (a) receipt, if hand delivered, (b) the next business day, if delivered by express
overnight delivery service or (c) the third calendar day following the day of deposit of such notice with
the United States mail, certified mail, return-receipt requested.

SECTION 9.2. HEADINGS. The various headings in this Security Agreement are inserted
for convenience only and shall not affect the meaning or interpretation of this Security Agreement or
any provision hereof.

SECTION 9.3. CHOICE OF LAW. This Security Agreement shall be construed in
accordance with and all disputes hereunder shall be governed by the laws of the State of California.

SECTION 9.4. AMENDMENTS. This Security Agreement or any provision hereof may
be changed, waived or terminated only by a statement in writing signed by the party against which such
change, waiver or termination is sought to be enforced.
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SECTION 9.5. NO WAIVER. No delay in enforcing or failure to enforce any right under
this Security Agreement by the Trustee or Bondholder Representative shall constitute a waiver by the
Trustee or Bondholder Representative of such right. No waiver by the Trustee or Bondholder
Representative of any default hereunder shall be effective unless in writing nor shall any waiver operate
as a waiver of any other default or of the same default on a future occasion. Notwithstanding the
foregoing, the Trustee shall not deliver any such waiver without receiving the prior written consent of
the Bondholder Representative.

SECTION 9.6. TIME IS OF THE ESSENCE. Time is of the essence of each provision of
this Security Agreement of which time is an element.

SECTION 9.7. BINDING AGREEMENT. All rights of the Trustee and Bondholder
Representative hereunder shall inure to the benefit of their respective successors and assigns. The
Grantor shall not assign its interest under this Security Agreement without the prior written consent of
the Trustee and Bondholder Representative. Any purported assignment inconsistent with this provision
shall, at thc option of the Trustcc and Bondholder Representative, be null and void.

SECTION 9.8. SEVERABILITY. If any provision of this Security Agreement should be
found to be invalid or unenforceable, all of the other provisions shall nonetheless remain in full force
and effect to the maximum extent permitted by law.

SECTION 9.9. SURVIVAL OF PROVISIONS. All representations, warranties and
covenants of the Grantor contained herein shall survive the execution and delivery of this Security
Agreement and shall terminate only upon the full payment and performance by the Obligations secured
hereby.

SECTION 9.10. COUNTERPARTS. This Security Agreement may be executed in one or
more counterparts, each of which shall be deemed an original, but all of which shall together constitute
one and the same agreement.

SECTION 9.11. DUTY OF CARE. The Trustee and Bondholder Representative shall have
no duty or obligation to care for the Collateral hereunder or to take any actions to protect the value of
the Collateral or any rights or privileges the Grantor might have with respect thereto, except that the
Trustee and Bondholder Representative shall exercise reasonable caution in the physical care of the
Collateral in the possession of the Trustee or Bondholder Representative, respectively.

SECTION 9.12. £ TERMINATION OF SECURITY AGREEMENT. This Security
Agreement and the security interest granted hereunder shall terminate at such time as all Obligations
shall have been fully and finally paid or provision for the payment thereof shall have been made. In
addition, this Security Agreement and the security interest granted hereunder shall terminate at such
time as Grantor ceases to be a Member of the Obligated Group.

SECTION 9.13. POWER OF ATTORNEY. The Grantor hereby appoints and constitutes
the Trustee as its attorney-in-fact, upon the occurrence and during the continuation of an Event of
Default, for purposes of (a) collecting any Collateral, (b) conveying any item of Collateral to any
purchaser thereof and (c) making any payments or taking any acts under Article VII. The Trustee's
authority hereunder shall include (without limitation) the authority to endorse and negotiate, for the
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Trustee's own account, any checks or instruments in the name of the Grantor, to execute or receipt for
any document, to transfer title to any item of the Collateral and to take any other actions necessary or
incident to the powers granted to the Trustee in this Security Agreement. This power of attorney is
coupled with an interest and is irrevocable by the Grantor.

SECTION 9.14. WAIVER OF JURY TRIAL. The Grantor, by the execution hereof,
hereby knowingly, voluntarily and intentionally agrees, that:

(a) Neither the Grantor nor the Trustee, nor any assignee, successor, heir or legal
representative of either, shall seek a jury trial in any lawsuit, proceeding, counterclaim or any other
litigation procedure arising from or based upon this Security Agreement, any loan agreement or any
Financing Document evidencing, securing or relating to the Obligations or to the dealings or
relationship between the parties hereto.

(b)  Neither the Grantor nor the Trustee will seek to consolidate any action in which a jury
trial has been waived with any other action in which a jury trial has not been or cannot be waived.

(c) The provisions of this Section have been fully negotiated by the parties hereto, and
these provisions shall be subject to no exceptions.

(d)  Neither the Grantor nor the Trustee has in any way agreed with or represented to any
other party that the provisions of this Article will not be fully enforced in all instances, provided that
the parties acknowledge that California law may render pre-dispute jury trial waivers unenforceable.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOQF, the parties hereto have caused this Security Agreement to be
duly executed the day and year first above written.

GRANTOR:
MPM SANTA ANA LLC

By: MAGNOLIA PROPERTIES
MANAGEMENT, INC,,
its sole member

By:
Caprice Young, President
TRUSTEE:
UMB BANK, NATIONAL ASSOCIATION,
as Trustee
By:

[Signature Page of Security Agreement]
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FIRST AMENDMENT TO OPERATING AGREEMENT
OF
MPM San Diego LL.C

a California limited liability company

THIS FIRST AMENDMENT TO OPERATING AGREEMENT is made
effective as of April 1, 2017, by Magnolia Properties Management, Inc., a California nonprofit
public benefit corporation (the “Sole Member”), and is made with reference to the following:

A.. The Sole Member is the sole member MPM San Diego LLC, a California
limited liability company (the “Company”).

B. The Sole Member executed an Operating Agreement of the Company
dated as of April 1, 2017 (the “Operating Agreement).

C. The California School Finance Authority (the “Authority”) is issuing its
California School Finance Authority Charter School Revenue Bonds (Magnolia Public Schools —
Obligated Group) Draw Down Series 2017A and California School Finance Authority Charter
School Revenue (Magnolia Public Schools — Obligated Group) Series 2017B (Taxable)
(collectively, the “Bonds”) pursuant to the Indenture (the “Indenture”) dated as of April 1, 2017,
by and between the Authority and UMB Bank, National Association, as trustee thereunder (the
“Bond Trustee”).

D. Pursuant to a Security Agreement dated as of April 1, 2017 (the “Security
Agreement”) by and between the Sole Member and UMB Bank, National Association, as the
Master Trustee (the “Trustee™) pursuant to the Master Indenture of Trust dated as of April 1,
2017 (the “Master Indenture”) among Magnolia Properties Management, Inc., a California
nonprofit public benefit corporation (the “Borrower™), as initial Obligated Group Representative,
MPM Sherman Way LLC, a California limited liability company (“MPM Sherman Way”’), MPM
Santa Ana LLC, a California limited liability company (“MPM Santa Ana” and, together with
MPM Sherman Way and the Company, the “Obligated Group Members”), and the Company, as
initial Members of the Obligated Group, and the Trustee, the Sole Member has granted the
Trustee a security interest in the Sole Member’s membership in the Company and in all
associated rights, interests, powers and authority held by Sole Member under the Operating
Agreement.

E. The Sole Member desires to amend the Operating Agreement to secure the
benefits of the Security Agreement to the Trustee.

NOW, THEREFORE, the Sole Member agrees as follows:
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1. Amendment to Operating Agreement. Article IX of the Operating
Agreement is amended by inserting the following Section 9.13 immediately
following Section 9.12:

9.13 Security Agreement. Pursuant to a Security Agreement dated as of
April 1, 2017 (the “Security Agreement”) by and between the Initial Member and
UMB Bank, National Association, as the Master Trustee (the “Trustee”) pursuant
to the Master Indenture of Trust dated as of April 1, 2017 (the “Master
Indenture”) among Magnolia Properties Management, Inc., a California nonprofit
public benefit corporation (the “Borrower”), as initial Obligated Group
Representative, MPM Sherman Way LLC, a California limited liability company
(“MPM Sherman Way”), MPM Santa Ana LLC, a California limited liability
company (“MPM Santa Ana” and, together with MPM Sherman Way and the
Company, the “Obligated Group Members”), and the Company, as initial
Mcmbers of the Obligated Group, and the Trustee, the Initial Member has granted
the Trustee a security interest in the Initial Member’s membership in the
Company and in all associated rights, interests, powers and authority held by
Initial Member under this Agreement (collectively, the “Membership Rights™).
Until such time as the Obligations (as defined in the Security Agreement) shall
have been paid in full or the Trustee’s security interest in the Membership Rights
shall have terminated as provided in the Security Agreement, the Company shall
not elect to have its membership interests be securities governed by Division 8 of
the Uniform Commercial Code as enacted in the State of California, the Company
shall not issue any certificate evidencing membership in the Company, the Initial
Member may not further Transfer any right, title or interest in the Membership
Rights, the Initial Member may not admit any additional members to the
Company, and the Initial Member may not modify or amend this Agreement
without the prior written consent of the Trustee and Bondholder Representative
(as defined in the Indenture), and any purported issuance, Transfer, admission,
modification or amendment prohibited by this provision shall be void and of no
force or effect. The Trustee and Bondholder Representative are third party
beneficiaries of this Section 9.13 and may enforce these provisions as if express
parties hereto. In the event there is no longer a Bondholder Representative with
respect to any of the Bonds (as defined in the Indenture), the term “Bondholder
Representative” shall be disregarded herein.

2. Operating Agreemént Remains Effective. Except as provided herein,
the Operating Agreement shall remain in full force and effect.



IN WITNESS WHEREOF, the Initial Member has executed this Agreement
effective the day and year first set forth above.

INITIAL MEMBER:

MAGNOLIA PROPERTIES MANAGEMENT,
INC.

By:
Name:
Title:
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OPERATING AGREEMENT
OF
MPM San Diego LLC

a California limited liability company

THIS OPERATING AGREEMENT is made effective as of April 1, 2017, by
Magnolia Properties Management, Inc., a California nonprofit public benefit corporation (the
“Initial Member”), and is made with reference to the following:

A. The Initial Member desires to form a limited liability company under and
pursuant to the California Revised Uniform Limited Liability Company Act set forth in sections
17000-17713.13 of the California Corporations Code, as amended from time to time (the “Act”).

B. Atrticles of Organization for MPM San Diego LLC (the “Company”) were
filed with the California Secretary of State on February 24, 2017.

C. The Initial Member executes this Operating Agreement in order to
complete the organization of the Company and provide for the governance of the Company and
the conduct of the Company’s business.

NOW, THEREFORE, the Initial Member declares the following to be the
Operating Agreement (“Agreement”) of the Company:

ARTICLE I
ORGANIZATION

1.1  Formation. The Initial Member has caused the Articles of Organization
to be filed with the California Secretary of State, and the formation of the Company shall
be effective as of the date of said filing.

1.2  Name. The name of the Company shall be “MPM San Diego LLC.” The
Company shall conduct its business and affairs under said name or such other name as
the Sole Member may determine from time to time.

1.3 Agent for Service of Process. The name and address for the initial agent
for service of process on the Company is Caprice Young, 250 E. 1st Street, Los Angeles,
California 90012. The Sole Member may from time to time change the Company’s agent
for service of process.

1.4  Principal Place of Business. The principal office of the Company shall
be located at 250 E. 1st Street, Los Angeles, California 90012 or at such other place as
the Sole Member may determine from time to time.

1033810.2



1.5  Term. 'The term of the Company shall commence on the filing of the
Articles of Organization with the California Secretary of State and shall continue until the
Company is dissolved and wound-up and liquidated pursuant to this Agreement or by
operation of law.

1.6  Purpose. The Company is organized and will operate:

(a) exclusively to support the charter schools operated by Magnolia
Educational & Research Foundation, a California nonprofit public benefit corporation (the
“Supported Corporation™), which is the organization supported by the Sole Member;

(b) for the specific purpose of holding title to property, including real
and personal property located at 6525 Estrella Avenue, San Diego, California 92120 (the
“Property”), managing, operating, leasing and otherwise dcaling with thc Property and collecting
the income therefrom and turning over the entire amount of said income, less expenses, to the
Sole Member, which is an organization exempt from federal income tax under Internal Revenue
Code § 501(c)(3) and from state corporate tax under California Revenue and Taxation Code §
23701d; and

() to do any and all things and to engage in any and all other activities
and transactions necessary, convenient, appropriate or incidental to the accomplishment of the
foregoing purposes or otherwise for the protection and benefit of the Company.

Notwithstanding the foregoing and any other provisions of this Agreement, the actions, activities
and transactions of the Company will be limited to those permitted under California Revenue and
Taxation Code § 23701h.

1.7  Tax Status. It is the intention of the Sole Member that the Company be
disregarded as an entity separate from the Sole Member solely for federal and all relevant
state tax purposes. All provisions of the Articles of Organization and this Agreement are
to be construed so as to preserve that tax status.

ARTICLE I
MEMBERSHIP

2.1  Admission. Simultaneously with the effectiveness of this Agreement, the
Initial Member is admitted as the sole member (“Sole Member”) of the Company. The
name and address of the Sole Member is listed on Exhibit A attached hereto.

2.2  Membership Interest. The Sole Member shall own the sole membership
interest in the Company, which includes all rights in the Company collectively, including
the Sole Member’s transferable interest, any right to vote or participate in management
and any right to information concerning the business and affairs of the Company.

2.3  Capital Contributions. The Sole Member may contribute cash or other
property to the Company as the Sole Member shall determine from time to time.
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2.4  Limited Liability. The Sole Member shall not be bound by, or be
personally liable for, the expenses, liabilities or obligations of the Company, except as
otherwise provided in the Act.

ARTICLE 111
MANAGEMENT

3.1 Management.

3.1.1. The management of the business and assets of the Company shall be
vested solely in the Sole Member, who shall have sole power and authority to manage, control
and conduct the business and affairs of the Company and may exercise all powers of the
Company.

3.1.2. The Sole Member may appoint a President, a Chief Executive Officer, one
or more Vice Presidents, a Secretary, a Chief Financial Officer and such other officers as the
Sole Member may deem necessary or advisable to manage the day-to-day business affairs of the
Company (each, an “Officer”), and such Officers shall have the titles, powers and duties as shall
be determined by the Sole Member. Unless and until any such officer is removed by the Sole
Member, each officer of the Sole Member who is neither an officer, director, or employee of the
Supported Corporation nor a relative of any such officer, director, or employee shall hold the
same office in the Company ex officio.

3.1.3. Without limiting the foregoing Paragraphs 3.1.1 and 3.1.2, the Sole
Member shall have the right, in its sole and absolute discretion to, or to cause the Company to, as
applicable:

(a) take all actions necessary or convenient to the accomplishment of
the Company’s purposes set forth in Paragraph 1.6,

(b) enter into any loan, credit, guarantee or other similar financing
arrangements, including the opening, maintaining and closing bank accounts, in order to receive
or borrow funds to fulfill the Company’s purposes and objectives;

(©) enter into agreements for the purchase, sale and renovation of real
property which agreements may include such representations, warranties, covenants, indemnities
and guarantees as Sole Member deems necessary or advisable;

(d) own, lease and dispose of real property;
(e) mortgage, pledge or otherwise encumber its property; and

® make and perform such other agreements, undertakings and
transfers of property as Sole Member deems necessary or advisable.

3.2  Meetings. No annual, regular or special meetings of the Sole Member or
Officers are required.
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ARTICLE IV
ALLOCATIONS AND DISTRIBUTIONS

4.1  Allocations. All profits and losses, each item thereof, and all other items
attributable to the membership interest shall be allocated to the Sole Member for tax,
accounting and all other purposes.

4.2  Distributions. At such times as the Sole Member deems appropriate, the
Sole Member shall cause the Company to distribute cash or other property held by the
Company to the Sole Member. The Company shall turn over the entire amount of its
income, less expenses, to the Sole Member periodically.

ARTICLE V
COMPANY ADMINISTRATION

5.1 Books and Records.

5.1.1. The books and records of the Company shall be kept and maintained at the
Company’s principal office in California, shall reflect all of the Company transactions, and shall
be appropriate and adequate for the Company’s business.

5.1.2. Without limiting the requirements set forth in Paragraph 5.1.1, the
Company shall maintain at its principal office in California all of the following:

(a) A current list of the full name and last known business or residence
address of the Sole Member, together with the capital contribution and share in profits or losses
of the Sole Member;

(b) A copy of the Articles of Organization, as amended from time to
time;

(c) Copies of the Company’s Federal, state and local income tax or
information returns and reports, if any, for the six (6) most recent taxable years;

(d) Executed counterparts of this Agreement, as amended;

(e) Any powers of attorney under which the Articles of Organization
or any amendments thereto are executed;

® Financial statements of the Company for the six (6) most recent
fiscal years; and

(2) The books and records of the Company as they relate to the
Company’s internal affairs for the current and past four (4) fiscal years.

5.2 Accounting. Books and records of the Company shall be kept on the
method of accounting selected by the Sole Member and applied on a consistent basis in
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the preparation of its financial reports and for tax purposes. The taxable and fiscal years
of the Company shall coincide with the taxable and fiscal years of the Sole Member.

5.3  Banking. All funds of the Company shall be deposited in the name of the
Company in one or more distinct separate accounts with one or more recognized financial
institutions and at such locations, all as shall be determined by the Sole Member. Any
withdrawal from such accounts shall require the signature of the Sole Member or such
other person or persons authorized to do so by the Sole Member.

54  Assets. All assets of the Company, whether real or personal, shall be held
in the name of the Company.

ARTICLE VI
TRANSFERS

6.1 Transfers. The Sole Member may assign, sell, gift, transfer or otherwise
dispose of (“Transfer”) all or any part of its membership interest in the Company at any
time (the transferee hereinafter referred to as “Transferee”). A Transferee of membership
in the Company shall become a substituted member automatically upon the Transfer of
such membership, provided that, if a Transfer of membership in the Company is made for
purposes of security, the Transferee of such Transfer shall not become a substituted
member until such time as the Transferee has concluded a foreclosure sale of such
membership.

6.2  Duties of Substituted Member. Any person admitted to the Company as
a substituted member shall be subject to all of the provisions of this Agreement that apply
to the Sole Member from whom the membership interest was assigned.

6.3  Division of Allocations and Distributions. If any membership interest,
or part thereof, is assigned during any fiscal year in compliance with the provisions of
this Article VI, profits, losses, each item thereof and all other items attributable to such
membership interest for such fiscal year shall be divided and allocated between the
transferor and the transferee by taking into account their varying membership interests
during the period in accordance with section 706(d) of the Internal Revenue Code of
1986, as amended, using any convention permitted by law selected by the Sole Member.
All distributions on or before the date of such assignment shall be made to or for the
account of the transferor, and all distributions thereafter shall be made to or for the
account of the transferee. Solely for purposes of making such allocations and
distributions, the Company shall recognize such assignment not later than the end of the
calendar month during which the assignment occurs. Neither the Company nor the Sole
Member shall incur any liability for making allocations and distributions in accordance
with the provisions of this Paragraph 6.3.

6.4  Rights of Secured Parties. Notwithstanding anything to the contrary in
Section 17705.02(b) of the Act, (a) the Sole Member may pledge or grant a security
interest in, or assign for purposes of security, all or any part of the Sole Member’s
membership interest in the Company, including the Sole Member’s designation as the



sole member of the Company, the Sole Member’s right to vote or participate in
management and right to information concerning the business and affairs of the
Company, the Sole Member’s power and authority to manage, control and conduct the
business and affairs of the Company, and the Sole Member’s right to receive distributions
to which the Sole Member is entitled, and (b) subject to the terms and conditions of the
agreement(s) between the Sole Member and the Transferee and compliance with
applicable provisions of the Uniform Commercial Code, upon default the Transferee may
exercise any of such rights, powers, and authority as may have been granted to the
Transferee and the Transferee may receive distributions to which the member is entitled.

ARTICLE VII
INDEMNIFICATION

To the extent of Company assets, the Company agrees to defend each member, manager
(if any), and Officer of, and each entity controlling, or directly or indirectly related to, the
Company (each, an “Affiliatc”), including, without limitation, any director, officer, employee, or
agent of any member, manager, Officer or Affiliate acting on behalf of the Company (each, an
“Indemnitee” and, collectively, the “Indemnitees™), against all claims or demands arising from
the acts or omissions of the Company and agrees to indemnify and hold each of the foregoing
harmless against all liabilities, losses, damages, expenses, costs or any other economic detriment
suffered, paid, or incurred, foreseen or unforeseen, arising from any claim, demand, action, suit
or proceeding, whether civil, criminal, administrative, or investigative, or whether threatened,
pending or completed, which pertain to any Indemnitee, as described above, in such capacity,
arising from the acts or omissions of the Company, to the fullest extent permitted by applicable
law in effect on the date hereof and to such greater extent as applicable law may hereafter from
time to time permit. No member shall be subject to personal liability or be required to fund or
cause to be funded any obligation of the Company described in this Article VII.

ARTICLE VIII
DISSOLUTION

8.1 Events of Dissolution. The Company shall dissolve upon the earliest to
occur of:

(a) the decision of the Sole Member;

(b) the entry of a decree of judicial dissolution under section 17707.03
of the California Corporations Code.

8.2  Winding Up. Upon dissolution of the Company, the Company shall
engage in no further business other than that necessary to wind up the business and
affairs of the Company. The Sole Member shall wind up the affairs of the Company and
give written notice of the commencement of winding up by mail to all known creditors
and claimants against the Company whose addresses appear in the records of the
Company. After paying or adequately providing for the payment of all known debts of
the Company, including, without limitation, debts and liabilities to the Sole Member as a
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creditor of the Company, the remaining assets of the Company shall be distributed to the
Sole Member.

ARTICLE IX
GENERAL

91 Amendment. This Agreement may be amended only in a writing signed
by the Sole Member.

9.2 Binding Agreement. Subject to any restrictions on transfers set forth in
this Agreement, this Agreement shall inure to the benefit of and be binding upon the Sole
Member and its respective legal representatives, successors, and Permitted Transferees.

9.3  Headings. The article and paragraph headings are included in this
Agreement solely for convenience of reference and in no way describe, define, limit,
extend or interpret the scope, intent or extent of this Agreement, or any provision hereof.
If there is any conflict between such headings and the text of this Agreement, the text
shall control.

9.4 Number and Gender. Unless the context clearly indicates otherwise, the
singular shall include the plural and vice versa. In all cases the masculine gender shall
include the neuter and feminine genders and vice versa.

9.5 Severability. If any provision of this Agreement or the application
thereof to any “person” (as defined in the Act) or circumstance shall be held invalid or
unenforceable to any extent, the remainder of this Agreement, or the application of such
provisions to persons or circumstances other than those to which it is held invalid or
unenforceable, shall not be affected thereby, and the intent of this Agreement shall be
enforced to the greatest extent permitted by law.

9.6 References to this Agreement. Numbered or lettered articles and
paragraphs herein contained refer to articles and paragraphs of this Agreement unless
otherwise expressly stated.

9.7  Parties in Interest. Except as otherwise expressly provided in this
Agreement, nothing contained in this Agreement shall be deemed to confer any right or
benefit on any person who is not a party to this Agreement.

9.8 Other Businesses. The Sole Member, any Affiliate, any officer, director,
or employee of the Sole Member or of any Affiliate or and any other person holding a
legal or beneficial interest in the Sole Member or Affiliate (collectively, the “Interested
Parties””) may engage in or conduct any business, investment, profession or other activity
it chooses, whether or not the same is competitive with the Company, without any
accountability to the Company and without having or incurring any obligation to offer
any interest in such business, investment, profession or other activity to the Company.
The Company shall have no right by virtue of this Agreement in and to any such
business, investment, profession or other activity or to the income or profits arising
therefrom, nor shall the Sole Member be required to permit the Company to participate in
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such business, investment, profession or activity. Except as expressly provided in this
Agreement, each Interested Party shall have no fiduciary obligation to the Company by
virtue of this Agreement to submit to the Company any business opportunity, whether or
not such opportunity arose from its activities with respect to the Company.

9.9  Entire Agreement. This Agreement constitutes the entire agreement with
respect to the subject matter of this Agreement.

9.10 Exhibits. Any exhibits referred to in this Agreement are incorporated by
reference into this Agreement and made a part hereof.

9.11 Counterparts. This Agreement may be executed in counterparts, each of
which shall be deemed an original and all of which shall constitute one agreement
binding on the parties hercto, notwithstanding that all of the parties are not signatories to
the same counterpart.



9.12 Governing Law. The laws of the State of California (without regard to
otherwise goveming principles of conflicts of law or choice of law) shall govern the
validity of this Agreement, the construction of its terms, and the interpretation and
enforcement of the rights and duties of the parties hereof.
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IN WITNESS WHEREOF, the Initial Member has executed this Agreement
effective the day and year first set forth above.

INITIAL MEMBER:

MAGNOLIA PROPERTIES MANAGEMENT,
INC.

By:
Name:
Title:

CONSENT OF ORGANIZER

The undersigned, the Organizer of the Company, acknowledges that she filed the Articles
of Organization for the Company on behalf the Initial Member and consents to the foregoing.

Dated: Aptril 1,2017

Caprice Young, Organizer
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EXHIBIT A

Sole Member

Magnolia Properties Management, Inc.
250 E. 1st Street
Los Angeles, California 90012
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OPERATING AGREEMENT
OF

MPM San Diego LLC

a California limited liability company
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SECURITY AGREEMENT
(MPM San Diego LLC)

THIS SECURITY AGREEMENT (this “Security Agreement”) dated as of April 1, 2017, is
made by and between MPM San Diego LLC, a California limited liability company (“Grantor”), and
UMB Bank, National Association, as the Master Trustee (the “Trustee”) pursuant to the Master
Indenture of Trust dated as of April 1, 2017 (the “Master Indenture”) among Magnolia Properties
Management, Inc., a California nonprofit public benefit corporation (the “Borrower”), as initial
Obligated Group Representative, MPM Sherman Way LLC, a California limited liability company
(“MPM Sherman Way”), MPM Santa Ana LLC, a California limited liability company (“MPM Santa
Ana” and, together with MPM Sherman Way and Grantor, the “Obligated Group Members™), and
Grantor, as initial Members (as defined in the Master Indenture) of the Obligated Group (as defined in
the Master Indenture), and the Trustee. Capitalized terms used herein and not otherwise defined herein
shall have the meanings set forth in the Indenture (the “Indenture”) dated as of April 1, 2017, by and
between the California School Finance Authority (the “Authority”) and UMB Bank, National
Association, as trustee thereunder (the “Bond Trustee”), or in the Master Indenture, unless the context
requires otherwise.

WITNESSETH:

WHEREAS, the Authority is issuing its California School Finance Authority Charter School
Revenue Bonds (Magnolia Public Schools — Obligated Group) Draw Down Series 2017A and
California School Finance Authority Charter School Revenue (Magnolia Public Schools — Obligated
Group) Series 2017B (Taxable) (collectively, the “Bonds”) pursuant to the Indenture, the proceeds of
which are being applied by the Obligated Group Members to finance the acquisition, expansion,
renovation and equipping of certain educational facilities owned by the Obligated Group Members or
by Magnolia Educational and Research Foundation, a California nonprofit public benefit corporation
(“MERF”), and operated by MERF; and

WHEREAS, in consideration of the purchase of the Bonds issued under the Indenture by
investors for whom Hamlin Capital Management, LLC (“Hamlin”) acts as investment advisor, Hamlin,
as Bondholder Representative (the “Bondholder Representative™), has required that Grantor grant,
hypothecate and pledge to the Trustee certain Collateral as described herein;

NOW, THEREFORE, in consideration of the foregoing and other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, and to secure the
payment and performance of the obligations of Grantor with respect to the Bonds from time to time
outstanding under the Indenture, the Grantor hereby covenants and agrees as follows:

ARTICLE L.
SECURITY INTEREST

SECTION 1.1. CREATION OF SECURITY INTEREST. The Grantor hereby grants to
the Trustee a security interest in all of the Grantor's right, title and interest in and to the collateral
described in Section 1.2 (the “Collateral”) to secure the payment of all obligations of the Borrower and
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the Grantor under the Loan Agreement and under Obligation No. 2 issued pursuant to the Supplemental
Master Indenture for Obligation No. 2 (the “Second Supplemental Master Indenture™), dated as of April
1, 2017, by and between the Obligated Group Representative and the Trustee, whether now existing or
hereafter arising during the term of this Security Agreement (collectively, the “Obligations™). The
security interest granted hereunder shall, except as otherwise provided herein, be governed by and
interpreted in accordance with the provisions of the Uniform Commercial Code as adopted in the State
of California (the “UCC”). The Grantor shall file or record, or cause to be filed and recorded, any
financing statements necessary to protect and preserve the Trustee’s security interests in the Collateral.
The Trustee may, at the expense of the Obligated Group Members, retain counsel to assist it in making
any filings required hereby and may rely on the opinion of any such counsel.

SECTION 1.2. DESCRIPTION OF COLLATERAL. The Collateral pledged under this
Security Agreement includes all of the following:

(a) all right, title and interest of the Grantor in the San Diego Lease and Equipment
Agreement;

(b) all right, title and interest of the Grantor in the goods, equipment, facilities and other
property (collectively, the “San Diego Facilities™) that are the subject of the San Diego Lease and
Equipment Agreement;

(c) all certificates, documents and instruments representing or evidencing ownership of the
property described in clauses (a) and (b) of this Section and all proceeds thereof, including (without
limitation) cash, property and other distributions, dividends, securities, investment property, rights and
other property now or hereafter at any time or from time to time received, receivable or otherwise
distributed or distributable in respect of or in exchange for any or all of the foregoing property;

(d)  all substituted or additional collateral required to be supplied under the terms of this
Security Agreement; and

(e) the proceeds of all of the foregoing property described in clauses (a) through (d) of this
Section.

SECTION 1.3. SECURITY FOR OBLIGATIONS. This Security Agreement secures the
prompt payment of all Obligations.

SECTION 1.4. PROTECTION OF SECURITY INTEREST. During the term of this
Security Agreement, the Trustee, the Bond Trustee, and Bondholder Representative shall have the right
upon the occurrence and during the continuance of an Event of Default under the Indenture, the Loan
Agreement, any Mortgage, the Master Indenture, or Obligation No. 2 (collectively, the “Financing
Documents™) to make any payments and to perform any other acts the Trustee, the Bond Trustee, or
Bondholder Representative shall deem necessary to protect the Trustee's security interest in the
Collateral, including (without limitation) the rights to pay, purchase, contest or compromise any
encumbrance, charge or lien which in the judgment of the Trustee, the Bond Trustee, or Bondholder
Representative appears to be prior to or superior to the security interest granted hereunder and to appear
in and defend any action or proceeding purporting to affect its security interest in or the value of the
Collateral and, in exercising any such powers or authority, the right to pay all expenses incurred in
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connection therewith, including (without limitation) reasonable attorneys' fees and expenses. The
Grantor hereby agrees that the Grantor shall be bound by any such payment made or act taken by the
Trustee, the Bond Trustee, or Bondholder Representative hereunder and shall reimburse the Trustee, the
Bond Trustee, and Bondholder Representative for all payments made and expenses incurred, which
amounts shall be secured under this Security Agreement during its term. The Trustee, the Bond
Trustee, and Bondholder Representative shall have no obligation to make any of the foregoing
payments or perform any of the foregoing acts.

SECTION 1.5. INDEMNIFICATION OF THE TRUSTEE; RIGHTS AND
IMMUNITIES. The provisions set forth in the Master Indenture relating to the rights, immunities and
indemnification of the Trustee are equally applicable to the Trustee under this Security Agreement as if
such provisions were fully set forth herein.

ARTICLE II.
WARRANTIES AND REPRESENTATIONS

SECTION 2.1. ORGANIZATION AND EXISTENCE OF MEREF. The Grantor
represents and warrants to the Trustee that MERF is a nonprofit public benefit corporation duly formed,
validly existing and in good standing under the laws of the State of California, has all requisite power
and authority to own, operate or hold under lease the properties and assets it owns, operates or holds
under lease, including its interest in the Project, and is duly qualified and authorized to do business in
and is in good standing in all of the jurisdictions in which the nature of its business makes such
licensing, authorization and qualification necessary and where the failure to be so licensed and qualified
and in good standing would have a material adverse effect upon the business or financial condition of
MEREF.

SECTION 2.2. ORGANIZATION AND EXISTENCE OF THE GRANTOR. The
Grantor represents and warrants to the Trustee that the Grantor is a limited liability company duly
organized, validly existing and in good standing under the laws of the State of California and has all
requisite power and authority to be a Member of the Obligated Group, enter into this Security
Agreement and grant the lien on the Collateral hereunder.

SECTION 2.3. TITLE TO SAN DIEGO LEASE AND EQUIPMENT AGREEMENT.
The Grantor represents and warrants to the Trustee that the Grantor has good and marketable title to the
San Diego Lease and Equipment Agreement and other Collateral pledged hereunder, free and clear of
any liens or encumbrances (other than the rights of MERF in the San Diego Facilities under the San
Diego Lease and Equipment Agreement) and that no prior consent or approval is required in order for
the Grantor to pledge the San Diego Lease and Equipment Agreement and other Collateral as set forth
herein and hereunder.

ARTICLE III.
AFFIRMATIVE COVENANTS

The Grantor covenants that, so long as any of the Bonds remain Outstanding and this Security
Agreement remains in effect:
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SECTION 3.1. DELIVERY OF COLLATERAL. Grantor will deliver to the 'I'rustee each
item of Collateral capable of physical delivery, if possession of the same is necessary to perfect a
security interest therein, immediately upon acquisition thereof and will defend the Collateral against all
claims and demands of all Persons at any time claiming the same or any interest therein (other than the
rights of MERF in the San Diego Facilities under the San Diego Lease and Equipment Agreement).
Notwithstanding the foregoing, nothing herein is intended to require delivery to the Trustee of any
portion of the Collateral consisting of cash so long as no Event of Default exists under this Security
Agreement.

SECTION 3.2 PERFECTION OF SECURITY INTEREST. The Grantor will, to the
extent required by law, cause this Security Agreement, together with all related Uniform Commercial
Code financing statements or other instruments, to be kept, recorded and filed in such manner and in
such places as may be required by law in order to create, perfect, preserve and protect fully the first
priority security interest of the Trustee in the Collateral and will, promptly upon request by the Trustee
or Bondholder Representative, procure or execute and deliver any documents, deliver to the Trustee
any instruments, givc any notices, cxccute any proxies, execute and file any financing statements or
other documents, all in form reasonably satisfactory to the Trustee and Bondholder Representative, and
take any other actions which are reasonably necessary or, in the reasonable judgment of the Trustee or
Bondholder Representative, desirable to perfect or continue the perfection and first priority security
interest of the Trustee in the Collateral, to protect the Collateral against the rights, claims or interests of
third persons or to effect the purposes of this Security Agreement and will pay all costs incurred in
connection therewith. The Grantor will pay or cause to be paid all filing fees incident to such filing
and all expenses incident to the preparation, execution and acknowledgment of such instruments of
further assurance, and all federal or state fees and other similar fees, duties, imposts, assessments and
charges arising out of or in connection with the execution and delivery of such instruments of further
assurance. The Grantor hereby authorizes the Trustee at any time and from time to time to file in any
appropriate filing office any continuation statements to the financing statements covering any of the
Collateral.

SECTION 3.3 IMPOSITIONS ON COLLATERAL. The Grantor will pay and
discharge, or cause to be paid and discharged, all taxes, assessments and governmental charges or
levies against the Collateral prior to delinquency thereof and will keep the Collateral free of all unpaid
charges whatsoever. Notwithstanding the foregoing, the Grantor shall have the right to contest the
amount and validity of any such tax or assessment by appropriate proceedings conducted in good faith
and with due diligence so long as such proceedings operate to suspend or defer the payment thereof
and so long as the Collateral is not exposed to being forfeited or lost by reason of such proceedings.

ARTICLEIV.
NEGATIVE COVENANTS

The Grantor covenants that, until the Bonds have been fully paid and discharged or this
Security Agreement has been terminated:

SECTION 4.1. FURTHER ENCUMBRANCE OR TRANSFER OF COLLATERAL.
The Grantor will not, in any way, hypothecate or create or permit to exist any lien, security interest or
encumbrance on or other interest in the Collateral except that created by this Security Agreement, nor
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will the Grantor sell, transfer, assign, exchange or otherwise dispose of the Collateral or any interest
therein without the prior written consent of the Bondholder Representative. If any Collateral, or any
interest therein, is sold, transferred, assigned, exchanged or otherwise disposed of in violation of these
provisions, the security interest of the Trustee shall continue in such Collateral or part thereof
notwithstanding such sale, transfer, assignment, exchange or other disposition, and the Grantor will
hold the proceeds thereof in a separate account for the Trustee's benefit and will, upon the request of the
Trustee or Bondholder Representative, transfer such proceeds to the Trustee's possession.

SECTION 4.2. IMPAIRMENT OF SECURITY INTEREST. The Grantor shall take no
action that would impair the first priority security interest of the Trustee in the Collateral or the
enforcement thereof. The Grantor will not take any action that would change the jurisdiction of its
formation without 30 days' prior written notice to the Trustee and Bondholder Representative.

ARTICLE V.
NO LIMITATION ON LIABILITY; WAIVERS

SECTION 5.1. NO LIMITATION OF LIABILITY.

(a) Without incurring responsibility to the Grantor, impairing or releasing the obligations of
the Grantor to the Trustee or reducing the amount due and secured under the terms of this Security
Agreement (except to the extent of amounts actually paid to and legally retained by the Trustee), the
Trustee may, at the direction of the Bondholder Representative, at any time and from time to time,
without the consent or notice to the Grantor, subject to the terms and conditions of the Financing
Documents, and in whole or in part:

(1) change the manner, place or terms of payment of (including, without limitation,
the interest rate and payment amounts), and/or change or extend the time for payment of, or
renew or modify, any of the Obligations, any security therefor, or any of the Financing
Documents (with the prior written consent of the Borrower and Grantor to the extent required
by such Financing Documents), and the lien created under this Security Agreement shall secure
the Obligations as so changed, extended, renewed or modified;

(ii) sell, exchange, release, surrender, realize upon or otherwise deal with in any
manner and in any order, any property at any time pledged, mortgaged or in which a security
interest is given to secure, or however securing, the Obligations;

(iii)  exercise or refrain from exercising any rights against the Borrower, the Grantor,
any other Obligated Group Member, or others or against any security for the Obligations or
otherwise act or refrain from acting;

(iv)  settle or compromise any Obligations, whether in a proceeding or not, and
whether voluntarily or involuntarily, dispose of any security (other than the Collateral) therefor
(with or without consideration) or settle or compromise any liability incurred directly or
indirectly in respect thereof or hereof, and subordinate the payment of all or any part thereof to
the payment of any Obligations, whether or not due, to creditors of the Borrower, the Grantor
or any other Obligated Group Member other than the Trustee;
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() apply any sums it receives, by whomever paid or however realized, to any of the
Obligations;

(vi)  add, release, settle, modify or discharge the obligation of any maker, endorser,
guarantor, surety, obligor or any other party who is in any way obligated for any of the
Obligations;

(vil)  accept any additional security for the Obligations; and/or

(viii) take any other action which might constitute a defense available to, or a
discharge of, the Borrower, the Grantor or any other Obligated Group Member or any other
obligated party in respect of the Obligations.

(b)  The invalidity, irregularity or unenforceability of all or any part of the Obligations or
any Financing Document, or the impairment, loss, failure to obtain or perform any security or guaranty
therefor, whether caused by any action or inaction of the Trustee, or otherwise, shall not affect, impair
or be a defense to the Trustee's rights under this Security Agreement.

SECTION 5.2, WAIVERS.

(a) Waiver of Subrogation. Until such time as the Obligations shall have been paid in full,
the Grantor waives any present or future claim, right or remedy to which the Grantor may be entitled
which arises on account of this Security Agreement and/or from the performance by the Grantor of the
Grantor's obligations hereunder to be subrogated to the Trustee's rights against the Borrower or any
Obligated Group Member or any other obligated party and/or any present or future claim, remedy or
right to seek contribution, reimbursement, indemnification, exoneration, payment or the like, or
participation in any claim, right or remedy of the Trustee against the Borrower or any Obligated Group
Member or any security which the Trustee now has or hereafter acquires, whether or not such claim,
right or remedy arises under contract, in equity, by statute, under common law or otherwise. If,
notwithstanding such waiver, any funds or property shall be paid or transferred to the Grantor on
account of any such subrogation, contribution, reimbursement, exoneration or indemnification at any
time when all of the Obligations have not been paid in full, the Grantor shall hold such funds or
property in trust for the Trustee and shall segregate such funds from other funds of the Grantor and
shall forthwith pay over to the Trustee such funds and/or property to be applied by the Trustee to the
Obligations, whether matured or unmatured, in accordance with the terms of the Financing Documents.

(b)  Waiver of Remedies. The Grantor waives the right to marshalling of the Borrower’s or
any Obligated Group Member’s assets or any stay of execution and the benefit of all exemption laws,
to the extent permitted by law, and any other protection granted by law to guarantors, now or hereafter
in effect with respect to any action or proceeding brought by the Trustee against the Grantor.

(o) Waiver of Defenses. The Grantor irrevocably waives all claims of waiver, release,
surrender, alteration or compromise and all defenses, set-offs, counterclaims, recoupment, reductions,
limitations or impairments.

(d)  Waiver of Notice. The Grantor waives notice of acceptance of this Security Agreement
and notice of the Obligations and waives notice of default, non-payment, partial payment, presentment,

MPM San Diego Security Agreement



demand, protest, notice of protest or dishonor, and all other notices to which the Grantor might
otherwise be entitled or which might be required by law to be given by the Trustee.

ARTICLE VI
[RESERVED]

ARTICLE VIL
DEFAULTS AND REMEDIES

SECTION 7.1. EVENTS OF DEFAULT. The occurrence of an event of default by or on
the part of the Borrower, the Grantor or any other Obligated Group Member under any Financing
Document which is not cured within any applicable cure period provided thereunder shall constitute an
event of default (an “Event of Default”) under this Security Agreement.

SECTION 7.2. REMEDIES. Upon the occurrence of an Event of Default, the Trustee may,
with consent of Bondholder Representative, and shall, at the direction of the Bondholder
Representative, without further notice to or demand upon the Grantor, do any one or more of the
following:

(a) Declare all Obligations to be immediately due and payable, whereupon all unpaid
Obligations shall become and be immediately due and payable;

(b)  Take possession of all items of Collateral hereunder not then in its possession and
require the Grantor or the parties in possession thereof to deliver such Collateral to the Trustee at one
or more locations as the Trustee shall designate;

(©) Exercise any or all of the rights and remedies provided for by the applicable provisions
of the UCC and recover the reasonable costs and reasonable attorneys' fees incurred by the Trustee and
Bondholder Representative in the enforcement of this Security Agreement or in connection with the
Grantor’s redemption of the Collateral;

(d)  Sell the Collateral, or any portion thereof, at any public or private sale or on any
securities exchange or other recognized market, for cash, upon credit or for future delivery, as the
Trustee and Bondholder Representative shall deem appropriate. Each purchaser at any such sale shall
hold the property sold free from any claim or right on the part of the Grantor and the Grantor hereby
waives, to the fullest extent permitted by law, all rights of redemption, stay and/or appraisal which the
Grantor now has or may at any time in the future have under any rule of law or statute now existing or
hereafter enacted. The Trustee shall give the Grantor at least 10 days' written notice of any public sale
or the date on or after which a private sale may be made. Such notice, in case of a public sale, shall
state the time and place fixed for such sale. Any public sale shall be held at such time or times during
ordinary business hours and at such place or places as the Trustee may fix in the notice of such sale.
At any private or public sale, the Collateral, or portion thereof, to be sold may be sold in one lot as an
entirety or in separate lots, as the Trustee shall determine in consultation with the Bondholder
Representative. The Trustee may bid (which bid may be, in whole or in part, in the form of
cancellation of indebtedness) for and purchase for its account the whole or any part of the Collateral at
any public sale or sale in any recognized market. The Trustee shall not be obligated to sell any
Collateral if, in consultation with the Bondholder Representative, it shall determine not to do so,
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notwithstanding that notice of sale of the Collateral shall have been given. The Trustee may, in
consultation with the Bondholder Representative, without notice or publication, adjourn any sale or
cause the same to be adjourned from time to time by announcement at the time and place fixed for sale,
and such sale may, without further notice, be made at the time and place to which the same was so
adjourned. In case any sale of all or any part of the Collateral is made on credit or for future delivery,
the Collateral so sold may be retained by the Trustee until the sale price is paid by the purchaser or
purchasers thereof, and the Trustee shall not incur any liability in case any such purchaser or
purchasers shall fail to take up and pay for the Collateral purchased. In case of any such failure, such
Collateral may be sold again upon like notice. The parties hereto agree that the method, manner and
terms of sale or disposition of the Collateral authorized by this Section are commercially reasonable;

(e) Proceed by an action or actions at law or in equity to recover the indebtedness secured
hereunder or to foreclose this Security Agreement and sell the Collateral, or any portion thereof,
pursuant to a judgment or decree of a court or courts of competent jurisdiction;

(f) Retain and manage the Collateral to preserve the Collateral or its value or apply income
therefrom to pay the indebtedness secured hereunder until all such indebtedness is paid to the Trustee;
or

(g)  Enforce one or more remedies hereunder, successively or concurrently, and such action
shall not operate to estop or prevent the Trustee or Bondholder Representative from pursuing any other
or further remedy it may have.

ARTICLE VIIIL
AUTHORITY OF THE TRUSTEE AND
BONDHOLDER REPRESENTATIVE; REFERENCES
TO BONDHOLDER REPRESENTATIVE

SECTION 8.1. AUTHORITY. The Trustee and Bondholder Representative shall have and
be entitled to exercise all powers hereunder which are specifically delegated to the Trustee by the terms
hereof, together with such powers as are reasonably incident thereto. In addition, the Trustee and
Bondholder Representative, shall be entitled to transfer into the name of a nominee or nominees any
certificates or instruments representing or evidencing the Collateral and to have any such certificates or
instruments exchanged for ones of smaller or larger denominations. The Trustee and Bondholder
Representative may perform any of their respective rights or duties hereunder or in connection with the
Collateral by or through agents or employees and shall be entitled to retain counsel and to act in reliance
upon the advice of counsel concerning all such matters. None of the Trustee, Bondholder
Representative or any director, officer, employee, attorney or agent thereof shall be liable to the Grantor
for any action taken or omitted to be taken by it or them hereunder, except for its or their own gross
negligence or willful misconduct, nor shall the Trustee be responsible for the validity, effectiveness or
sufficiency hereof or of any document or security furnished pursuant hereto. The Trustee, Bondholder
Representative and any director, officer, employee, attorney or agent thereof shall be entitled to rely on
any communication, instrument or document believed by it or them to be genuine and correct and to
have been signed or sent by the proper person or persons.

SECTION 8.2. REFERENCES TO BONDHOLDER REPRESENTATIVE. In the event
there is no longer a Bondholder Representative with respect to any of the Bonds, the term “Bondholder
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Representative” shall be disregarded herein and all notices and consents shall be given to and by,
respectively, the other parties referenced in this Security Agreement.

ARTICLE IX.
MISCELLANEOUS PROVISIONS

SECTION 9.1. NOTICES. Notices, requests and other communications hereunder shall be
in writing and may be delivered personally or sent by recognized overnight courier or first-class mail to
the parties addressed as follows:

To Grantor: MPM San Diego LLC
c/o Magnolia Properties Management, Inc.
250 E. 1st Street, Suite 1500
Los Angeles, CA 90012
Attn: President

To Trustee: UMB Bank, National Association
2 South Broadway
Suite 600
St. Louis, Missouri 63102
Telephone: 314/612-8480
Facsimile: 314/612-8499
Attention: Corporation Trust Department

To Bondholder Representative: Hamlin Capital Management LLC
640 Fifth Avenue, 6™ Floor
New York, NY 10019
Telephone:  212/752-8777
Facsimile: 212/752-5698
Attention: Joseph Bridy

Notice or demand, if required to be given hereunder, shall be given by hand delivery or by
recognized overnight delivery service or by deposit in the United States mail, registered or certified,
postage prepaid, addressed to the Grantor, the Trustee or the Bondholder Representative, as the case
may be, at the address stated above, with return-receipt requested, and shall be deemed to have been
delivered upon (a) receipt, if hand delivered, (b) the next business day, if delivered by express
overnight delivery service or (c) the third calendar day following the day of deposit of such notice with
the United States mail, certified mail, return-receipt requested.

SECTION 9.2 HEADINGS. The various headings in this Security Agreement are inserted
for convenience only and shall not affect the meaning or interpretation of this Security Agreement or
any provision hereof.

SECTION 9.3. CHOICE OF LAW. This Security Agreement shall be construed in
accordance with and all disputes hereunder shall be governed by the laws of the State of California.
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SECTION 9.4. AMENDMENTS. This Security Agreement or any provision hereof may
be changed, waived or terminated only by a statement in writing signed by the party against which such
change, waiver or termination is sought to be enforced.

SECTION 9.5. NO WAIVER. No delay in enforcing or failure to enforce any right under
this Security Agreement by the Trustee or Bondholder Representative shall constitute a waiver by the
Trustee or Bondholder Representative of such right. No waiver by the Trustee or Bondholder
Representative of any default hereunder shall be effective unless in writing nor shall any waiver operate
as a waiver of any other default or of the same default on a future occasion. Notwithstanding the
foregoing, the Trustee shall not deliver any such waiver without receiving the prior written consent of
the Bondholder Representative.

SECTION 9.6. TIME IS OF THE ESSENCE. Time is of the essence of each provision of
this Sccurity Agreement of which time is an element.

SECTION 9.7. BINDING AGREEMENT. All rights of the Trustee and Bondholder
Representative hereunder shall inure to the benefit of their respective successors and assigns. The
Grantor shall not assign its interest under this Security Agreement without the prior written consent of
the Trustee and Bondholder Representative. Any purported assignment inconsistent with this provision
shall, at the option of the Trustee and Bondholder Representative, be null and void.

SECTION 9.8. SEVERABILITY. If any provision of this Security Agreement should be
found to be invalid or unenforceable, all of the other provisions shall nonetheless remain in full force
and effect to the maximum extent permitted by law.

SECTION 9.9. SURVIVAL OF PROVISIONS. All representations, warranties and
covenants of the Grantor contained herein shall survive the execution and delivery of this Security
Agreement and shall terminate only upon the full payment and performance by the Obligations secured
hereby.

SECTION 9.10. = COUNTERPARTS. This Security Agreement may be executed in one or
more counterparts, each of which shall be deemed an original, but all of which shall together constitute
one and the same agreement.

SECTION 9.11. DUTY OF CARE. The Trustee and Bondholder Representative shall have
no duty or obligation to care for the Collateral hereunder or to take any actions to protect the value of
the Collateral or any rights or privileges the Grantor might have with respect thereto, except that the
Trustee and Bondholder Representative shall exercise reasonable caution in the physical care of the
Collateral in the possession of the Trustee or Bondholder Representative, respectively.

SECTION 9.12. TERMINATION OF SECURITY AGREEMENT. This Security
Agreement and the security interest granted hereunder shall terminate at such time as all Obligations
shall have been fully and finally paid or provision for the payment thereof shall have been made. In
addition, this Security Agreement and the security interest granted hereunder shall terminate at such
time as Grantor ceases to be a Member of the Obligated Group.
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SECTION 9.13. POWER OF ATTORNEY. The Grantor hereby appoints and constitutes
the Trustee as its attorney-in-fact, upon the occurrence and during the continuation of an Event of
Default, for purposes of (a) collecting any Collateral, (b) conveying any item of Collateral to any
purchaser thereof and (c¢) making any payments or taking any acts under Article VII. The Trustee's
authority hereunder shall include (without limitation) the authority to endorse and negotiate, for the
Trustee's own account, any checks or instruments in the name of the Grantor, to execute or receipt for
any document, to transfer title to any item of the Collateral and to take any other actions necessary or
incident to the powers granted to the Trustee in this Security Agreement. This power of attorney is
coupled with an interest and is irrevocable by the Grantor.

SECTION 9.14. WAIVER OF JURY TRIAL. The Grantor, by the execution hereof,
hereby knowingly, voluntarily and intentionally agrees, that:

(a) Neither the Grantor nor the Trustee, nor any assignee, successor, heir or legal
representative of either, shall seek a jury trial in any lawsuit, proceeding, counterclaim or any other
litigation procedure arising from or based upon this Security Agreement, any loan agreement or any
Financing Document evidencing, securing or relating to the Obligations or to the dealings or
relationship between the parties hereto.

(b)  Neither the Grantor nor the Trustee will seek to consolidate any action in which a jury
trial has been waived with any other action in which a jury trial has not been or cannot be waived.

(c) The provisions of this Section have been fully negotiated by the parties hereto, and
these provisions shall be subject to no exceptions.

(d)  Neither the Grantor nor the Trustee has in any way agreed with or represented to any
other party that the provisions of this Article will not be fully enforced in all instances, provided that
the parties acknowledge that California law may render pre-dispute jury trial waivers unenforceable.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREQOF, the parties hereto have caused this Security Agreement to be
duly executed the day and year first above written.

GRANTOR:
MPM SAN DIEGO LLC

By: MAGNOLIA PROPERTIES
MANAGEMENT, INC.,
its sole member

By:
Caprice Young, President
TRUSTEE:
UMB BANK, NATIONAL ASSOCIATION,
as Trustee
By:

[Signature Page of Security Agreement]
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FIRST AMENDMENT TO
AMENDED AND RESTATED OPERATING AGREEMENT
OF
MPM Sherman Way LLC

a California limited liability company

THIS FIRST AMENDMENT TO AMENDED AND RESTATED
OPERATING AGREEMENT is made effective as of April 1, 2017, by Magnolia Properties
Management, Inc., a California nonprofit public benefit corporation (the “Sole Member™), and is
made with reference to the following:

A.. The Sole Member is the sole member MPM Sherman Way LLC, a
California limited liability company (the “Company”).

B. The Sole Member executed an Amended and Restated Operating
Agreement of the Company dated as of April 1, 2017 (the “Amended and Restated Operating
Agreement).

C. The California School Finance Authority (the “Authority”) is issuing its
California School Finance Authority Charter School Revenue Bonds (Magnolia Public Schools —
Obligated Group) Draw Down Series 2017A and California School Finance Authority Charter
School Revenue (Magnolia Public Schools — Obligated Group) Series 2017B (Taxable)
(collectively, the “Bonds”™) pursuant to the Indenture (the “Indenture”) dated as of April 1, 2017,
by and between the Authority and UMB Bank, National Association, as trustee thereunder (the
“Bond Trustee”).

D. Pursuant to a Security Agreement dated as of April 1, 2017 (the “Security
Agreement”) by and between the Sole Member and UMB Bank, National Association, as the
Master Trustee (the “Trustee™) pursuant to the Master Indenture of Trust dated as of April 1,
2017 (the “Master Indenture”) among Magnolia Properties Management, Inc., a California
nonprofit public benefit corporation (the “Borrower”), as initial Obligated Group Representative,
the Company, MPM Santa Ana LLC, a California limited liability company (“MPM Santa
Ana”), and MPM San Diego LLC, a California limited liability company (“MPM San Diego”
and, together with the Company and MPM Santa Ana LLC, the “Obligated Group Members”),
and the Company, as initial Members of the Obligated Group, and the Trustee, the Sole Member
has granted the Trustee a security interest in the Sole Member’s membership in the Company
and in all associated rights, interests, powers and authority held by Sole Member under the
Amended and Restated Operating Agreement.

E. The Sole Member desires to amend the Amended and Restated Operating
Agreement to secure the benefits of the Security Agreement to the Trustee.
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NOW, THEREFORE, the Sole Member agrees as follows:

1. Amendment to Amended and Restated Operating Agreement. Article
IX of the Amended and Restated Operating Agreement is amended by inserting
the following Section 9.13 immediately following Section 9.12:

9.13 Security Agreement. Pursuant to a Security Agreement dated as of
April 1, 2017 (the “Security Agreement™) by and between the Initial Member and
UMB Bank, National Association, as the Master Trustee (the “Trustee”) pursuant
to the Master Indenture of Trust dated as of April 1, 2017 (the “Master
Indenture™) among Magnolia Properties Management, Inc., a California nonprofit
public benefit corporation (the “Borrower”), as initial Obligated Group
Representative, the Company, MPM Santa Ana LLC, a California limited liability
company (“MPM Santa Ana”), and MPM San Diego LLC, a California limited
liability company (“MPM San Diego” and, together with the Company and MPM
Santa Ana LLC, the “Obligated Group Members™), as initial Members of the
Obligated Group, and the Trustee, the Initial Member has granted the Trustee a
security interest in the Initial Member’s membership in the Company and in all
associated rights, interests, powers and authority held by Initial Member under
this Agreement (collectively, the “Membership Rights™). Until such time as the
Obligations (as defined in the Security Agreement) shall have been paid in full or
the Trustee’s security interest in the Membership Rights shall have terminated as
provided in the Security Agreement, the Company shall not elect to have its
membership interests be securities governed by Division 8 of the Uniform
Commercial Code as enacted in the State of California, the Company shall not
issue any certificate evidencing membership in the Company, the Initial Member
may not further Transfer any right, title or interest in the Membership Rights, the
Initial Member may not admit any additional members to the Company, and the
Initial Member may not modify or amend this Agreement without the prior
written consent of the Trustee and Bondholder Representative (as defined in the
Indenture), and any purported issuance, Transfer, admission, modification or
amendment prohibited by this provision shall be void and of no force or effect.
The Trustee and Bondholder Representative are third party beneficiaries of this
Section 9.13 and may enforce these provisions as if express parties hereto. In the
event there is no longer a Bondholder Representative with respect to any of the
Bonds (as defined in the Indenture), the term “Bondholder Representative” shall
be disregarded herein.

2. Amended and Restated Operating Agreement Remains Effective.
Except as provided herein, the Amended and Restated Operating Agreement shall
remain in full force and effect.



IN WITNESS WHEREOF, the Initial Member has executed this Agreement
effective the day and year first set forth above.

INITIAL MEMBER:

MAGNOLIA PROPERTIES MANAGEMENT,
INC.

By:
Name:
Title:
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AMENDED AND RESTATED OPERATING AGREEMENT
OF
MPM Sherman Way LL.C

a California limited liability company

THIS AMENDED AND RESTATED OPERATING AGREEMENT is made
effective as of April 1, 2017, by Magnolia Properties Management, Inc., a California nonprofit
public benefit corporation (the “Initial Member”), and is made with reference to the following:

A. The Initial Member formed a limited liability company under and pursuant
to the Beverly-Killea Limited Liability Company Act as previously set forth in California
Corporations Code sections 17000 to 17655 (the “Prior Act”). The Prior Act has been replaced
with the California Revised Uniform Limited Liability Company Act set forth in sections 17000-
17713.13 of the California Corporations Code (as amended from time to time, the “Act”).

B. Atticles of Organization for MPM Sherman Way LLC (the “Company”)
were filed with the Secretary of State of the State of California on October 31, 2013.

C. The Initial Member executed an Operating Agreement dated as of
November 1, 2013 (the “Prior Operating Agreement”) in order to complete the organization of
the Company and provide for the governance of the Company and the conduct of the Company’s
business. This Amended and Restated Operating Agreement amends and replaces the Prior
Operating Agreement.

NOW, THEREFORE, the Initial Member declares the following to be the
Amended and Restated Operating Agreement (“Agreement”) of the Company:

ARTICLE I
ORGANIZATION

1.1  Formation. The Initial Member has caused the Articles of Organization
to be filed with the California Secretary of State, and the formation of the Company shall
be effective as of the date of said filing.

1.2 Name. The name of the Company shall be “MPM Sherman Way LLC.”
The Company shall conduct its business and affairs under said name or such other name
as the Sole Member may determine from time to time.

1.3  Agent for Service of Process. The name and address for the initial agent
for service of process on the Company is Caprice Young, 250 E. 1st Street, Los Angeles,
California 90012. The Sole Member may from time to time change the Company’s agent
for service of process.
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1.4  Principal Place of Business. The principal office of the Company shall
be located at 250 E. 1st Street, Los Angeles, California 90012 or at such other place as
the Sole Member may determine from time to time.

1.5 Term. The term of the Company shall commence on the filing of the
Articles of Organization with the California Secretary of State and shall continue until the
Company is dissolved and wound-up and liquidated pursuant to this Agreement or by
operation of law.

1.6  Purpose. The Company is organized and will operate:

(a) exclusively to support the charter schools operated by Magnolia
Educational & Research Foundation, a California nonprofit public benefit corporation (the
“Supported Corporation™), which is the organization supported by the Sole Member;

(b) for the specific purpose of holding title to property, including real
and personal property located at 18214, 18228, and 18238 Sherman Way, Los Angeles,
California (the “Property”), managing, operating, leasing and otherwise dealing with the
Property and collecting the income therefrom and turning over the entire amount of said income,
less expenses, to the Sole Member, which is an organization exempt from federal income tax
under Internal Revenue Code § 501(c)(3) and from state corporate tax under California Revenue
and Taxation Code § 23701d; and

(c) to do any and all things and to engage in any and all other activities
and transactions necessary, convenient, appropriate or incidental to the accomplishment of the
foregoing purposes or otherwise for the protection and benefit of the Company.

Notwithstanding the foregoing and any other provisions of this Agreement, the actions, activities
and transactions of the Company will be limited to those permitted under California Revenue and
Taxation Code § 23701h.

1.7  Tax Status. It is the intention of the Sole Member that the Company be
disregarded as an entity separate from the Sole Member solely for federal and all relevant
state tax purposes. All provisions of the Articles of Organization and this Agreement are
to be construed so as to preserve that tax status.

ARTICLE 11
MEMBERSHIP

2.1  Admission. Simultaneously with the effectiveness of the Prior Operating
Agreement, the Initial Member was admitted as the sole member (“Sole Member”) of the
Company. The name and address of the Sole Member is listed on Exhibit A attached
hereto.

2.2  Membership Interest. The Sole Member shall own the sole membership
interest in the Company, which includes all rights in the Company collectively, including
the Sole Member’s transferable interest, any right to vote or participate in management,
and any right to information concerning the business and affairs of the Company.
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2.3  Capital Contributions. The Sole Member may contribute cash or other
property to the Company as the Sole Member shall determine from time to time.

2.4 Limited Liability. The Sole Member shall not be bound by, or be
personally liable for, the expenses, liabilities or obligations of the Company, except as
otherwise provided in the Act.

ARTICLE III
MANAGEMENT

3.1 Management.

3.1.1. The management of the business and assets of the Company shall be
vested solely in the Sole Member, who shall have sole power and authority to manage, control
and conduct the business and affairs of the Company and may exercise all powers of the
Company.

3.1.2. The Sole Member may appoint a President, a Chief Executive Officer, one
or more Vice Presidents, a Secretary, a Chief Financial Officer and such other officers as the
Sole Member may deem necessary or advisable to manage the day-to-day business affairs of the
Company (each, an “Officer”), and such Officers shall have the titles, powers and duties as shall
be determined by the Sole Member. Unless and until any such officer is removed by the Sole
Member, each officer of the Sole Member who is neither an officer, director, or employee of the
Supported Corporation nor a relative of any such officer, director, or employee shall hold the
same office in the Company ex officio.

3.1.3. Without limiting the foregoing Paragraphs 3.1.1 and 3.1.2, the Sole
Member shall have the right, in its sole and absolute discretion to, or to cause the Company to, as
applicable:

(a) take all actions necessary or convenient to the accomplishment of
the Company’s purposes set forth in Paragraph 1.6;

(b) enter into any loan, credit, guarantee or other similar financing
arrangements, including the opening, maintaining and closing bank accounts, in order to receive
or borrow funds to fulfill the Company’s purposes and objectives;

(c) enter into agreements for the purchase, sale and renovation of real
property which agreements may include such representations, warranties, covenants, indemnities
and guarantees as Sole Member deems necessary or advisable;

(d) own, lease and dispose of real property;
(e) mortgage, pledge or otherwise encumber its property; and

® make and perform such other agreements, undertakings and
transfers of property as Sole Member deems necessary or advisable.
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3.2  Meetings. No annual, regular or special meetings of the Sole Member or
Officers are required.

ARTICLE IV
ALLOCATIONS AND DISTRIBUTIONS

4.1 Allocations. All profits and losses, each item thereof, and all other items
attributable to the membership interest shall be allocated to the Sole Member for tax,
accounting and all other purposes.

4.2  Distributions. At such times as the Sole Member deems appropriate, the
Sole Member shall cause the Company to distribute cash or other property held by the
Company to the Sole Member. The Company shall turn over the entire amount of its
income, less expenses, to the Sole Member periodically.

ARTICLE V
COMPANY ADMINISTRATION

5.1 Books and Records.

5.1.1. The books and records of the Company shall be kept and maintained at the
Company’s principal office in California, shall reflect all of the Company transactions, and shall
be appropriate and adequate for the Company’s business.

5.1.2. Without limiting the requirements set forth in Paragraph 5.1.1, the
Company shall maintain at its principal office in California all of the following:

(a) A current list of the full name and last known business or residence
address of the Sole Member, together with the capital contribution and share in profits or losses
of the Sole Member;

(b) A copy of the Articles of Organization, as amended from time to
time;

() Copies of the Company’s Federal, state and local income tax or
information returns and reports, if any, for the six (6) most recent taxable years;

(d Executed counterparts of this Agreement, as amended;

(e) Any powers of attorney under which the Articles of Organization
or any amendments thereto are executed;

® Financial statements of the Company for the six (6) most recent
fiscal years; and

(2) The books and records of the Company as they relate to the
Company’s internal affairs for the current and past four (4) fiscal years.
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5.2  Accounting. Books and records of the Company shall be kept on the
method of accounting selected by the Sole Member and applied on a consistent basis in
the preparation of its financial reports and for tax purposes. The taxable and fiscal years
of the Company shall coincide with the taxable and fiscal years of the Sole Member.

5.3  Banking. All funds of the Company shall be deposited in the name of the
Company in one or more distinct separate accounts with one or more recognized financial
institutions and at such locations, all as shall be determined by the Sole Member. Any
withdrawal from such accounts shall require the signature of the Sole Member or such
other person or persons authorized to do so by the Sole Member.

5.4  Assets. All assets of the Company, whether real or personal, shall be held
in the name of the Company.

ARTICLE VI
TRANSFERS

6.1 Transfers. The Sole Member may assign, sell, gift, transfer or otherwise
dispose of (“Transfer”) all or any part of its membership interest in the Company at any
time (the transferee hereinafter referred to as “Transferee”). A Transferee of membership
in the Company shall become a substituted member automatically upon the Transfer of
such membership, provided that, if a Transfer of membership in the Company is made for
purposes of security, the Transferee of such Transfer shall not become a substituted
member until such time as the Transferee has concluded a foreclosure sale of such
membership.

6.2 Duties of Substituted Member. Any person admitted to the Company as
a substituted member shall be subject to all of the provisions of this Agreement that apply
to the Sole Member from whom the membership interest was assigned.

6.3  Division of Allocations and Distributions. If any membership interest,
or part thereof, is assigned during any fiscal year in compliance with the provisions of
this Article VI, profits, losses, each item thereof and all other items attributable to such
membership interest for such fiscal year shall be divided and allocated between the
transferor and the transferee by taking into account their varying membership interests
during the period in accordance with section 706(d) of the Internal Revenue Code of
1986, as amended, using any convention permitted by law selected by the Sole Member.
All distributions on or before the date of such assignment shall be made to or for the
account of the transferor, and all distributions thereafter shall be made to or for the
account of the transferee. Solely for purposes of making such allocations and
distributions, the Company shall recognize such assignment not later than the end of the
calendar month during which the assignment occurs. Neither the Company nor the Sole
Member shall incur any liability for making allocations and distributions in accordance
with the provisions of this Paragraph 6.3.

6.4  Rights of Secured Parties. Notwithstanding anything to the contrary in
Section 17705.02(b) of the Act, (a) the Sole Member may pledge or grant a security



interest in, or assign for purposes of security, all or any part of the Sole Member’s
membership interest in the Company, including the Sole Member’s designation as the
sole member of the Company, the Sole Member’s right to vote or participate in
management and right to information concerning the business and affairs of the
Company, the Sole Member’s power and authority to manage, control and conduct the
business and affairs of the Company, and the Sole Member’s right to receive distributions
to which the Sole Member is entitled, and (b) subject to the terms and conditions of the
agreement(s) between the Sole Member and the Transferee and compliance with
applicable provisions of the Uniform Commercial Code, upon default the Transferee may
exercise any of such rights, powers, and authority as may have been granted to the
Transferee and the Transferee may receive distributions to which the member is entitled.

ARTICLE VII
INDEMNIFICATION

To the extent of Company assets, the Company agrees to defend each member, manager
(if any), and Officer of, and each entity controlling, or directly or indirectly related to, the
Company (each, an “Affiliate”), including, without limitation, any director, officer, employee, or
agent of any member, manager, Officer or Affiliate acting on behalf of the Company (each, an
“Indemnitee” and, collectively, the “Indemnitees™), against all claims or demands arising from
the acts or omissions of the Company and agrees to indemnify and hold each of the foregoing
harmless against all liabilities, losses, damages, expenses, costs or any other economic detriment
suffered, paid, or incurred, foreseen or unforeseen, arising from any claim, demand, action, suit
or proceeding, whether civil, criminal, administrative, or investigative, or whether threatened,
pending or completed, which pertain to any Indemnitee, as described above, in such capacity,
arising from the acts or omissions of the Company, to the fullest extent permitted by applicable
law in effect on the date hereof and to such greater extent as applicable law may hereafter from
time to time permit. No member shall be subject to personal liability or be required to fund or
cause to be funded any obligation of the Company described in this Article VII.

ARTICLE VIII
DISSOLUTION

8.1 Events of Dissolution. The Company shall dissolve upon the earliest to
occur of:

(a) the decision of the Sole Member;

(b) the entry of a decree of judicial dissolution under section 17707.03
of the California Corporations Code.

8.2  Winding Up. Upon dissolution of the Company, the Company shall
engage in no further business other than that necessary to wind up the business and
affairs of the Company. The Sole Member shall wind up the affairs of the Company and
give written notice of the commencement of winding up by mail to all known creditors
and claimants against the Company whose addresses appear in the records of the
Company. After paying or adequately providing for the payment of all known debts of
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the Company, including, without limitation, debts and liabilities to the Sole Member as a
creditor of the Company, the remaining assets of the Company shall be distributed to the
Sole Member.

ARTICLE IX
GENERAL

9.1 Amendment. This Agreement may be amended only in a writing signed
by the Sole Member.

9.2 Binding Agreement. Subject to any restrictions on transfers set forth in
this Agreement, this Agreement shall inure to the benefit of and be binding upon the Sole
Member and its respective legal representatives, successors, and Permitted Transferees.

9.3  Headings. The article and paragraph headings are included in this
Agreement solely for convenience of reference and in no way describe, define, limit,
extend or interpret the scope, intent or extent of this Agreement, or any provision hereof.
If there is any conflict between such headings and the text of this Agreement, the text
shall control.

9.4  Number and Gender. Unless the context clearly indicates otherwise, the
singular shall include the plural and vice versa. In all cases the masculine gender shall
include the neuter and feminine genders and vice versa.

9.5  Severability. If any provision of this Agreement or the application
thereof to any “person” (as defined in the Act) or circumstance shall be held invalid or
unenforceable to any extent, the remainder of this Agreement, or the application of such
provisions to persons or circumstances other than those to which it is held invalid or
unenforceable, shall not be affected thereby, and the intent of this Agreement shall be
enforced to the greatest extent permitted by law.

9.6 References to this Agreement. Numbered or lettered articles and
paragraphs herein contained refer to articles and paragraphs of this Agreement unless
otherwise expressly stated.

9.7  Parties in Interest. Except as otherwise expressly provided in this
Agreement, nothing contained in this Agreement shall be deemed to confer any right or
benefit on any person who is not a party to this Agreement.

9.8 Other Businesses. The Sole Member, any Affiliate, any officer, director,
or employee of the Sole Member or of any Affiliate or and any other person holding a
legal or beneficial interest in the Sole Member or Affiliate (collectively, the “Interested
Parties”) may engage in or conduct any business, investment, profession or other activity
it chooses, whether or not the same is competitive with the Company, without any
accountability to the Company and without having or incurring any obligation to offer
any interest in such business, investment, profession or other activity to the Company.
The Company shall have no right by virtue of this Agreement in and to any such
business, investment, profession or other activity or to the income or profits arising
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therefrom, nor shall the Sole Member be required to permit the Company to participate in
such business, investment, profession or activity. Except as expressly provided in this
Agreement, each Interested Party shall have no fiduciary obligation to the Company by
virtue of this Agreement to submit to the Company any business opportunity, whether or
not such opportunity arose from its activities with respect to the Company.

9.9  Entire Agreement. This Agreement constitutes the entire agreement with
respect to the subject matter of this Agreement.

9.10 Exhibits. Any exhibits referred to in this Agreement are incorporated by
reference into this Agreement and made a part hereof.

9.11 Counterparts. This Agreement may be executed in counterparts, each of
which shall be deemed an original and all of which shall constitute one agreement
binding on the parties hereto, notwithstanding that all of the parties are not signatories to
the same counterpart.



9.12 Governing Law. The laws of the State of California (without regard to
otherwise governing principles of conflicts of law or choice of law) shall govern the
validity of this Agreement, the construction of its terms, and the interpretation and
enforcement of the rights and duties of the parties hereof.
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IN WITNESS WHEREOF, the Initial Member has executed this Agreement
effective the day and year first set forth above.

INITIAL MEMBER:

MAGNOLIA PROPERTIES MANAGEMENT,
INC.

By:
Name: Caprice Young
Title: President

1044023.3



EXHIBIT A

Sole Member

Magnolia Properties Management, Inc.
250 E. 1st Street
Los Angeles, California 90012
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SECURITY AGREEMENT

(Membership Interests in MPM Sherman Way LLC,
MPM San Diego LLC and MPM Santa Ana LLC)

THIS SECURITY AGREEMENT (this “Security Agreement”) dated as of April 1, 2017, is
made by and between Magnolia Properties Management, Inc., a California nonprofit public benefit
corporation (the “Grantor”), as the sole member of (i) MPM Sherman Way LLC, a California limited
liability company (“MPM Sherman Way™), (ii)) MPM Santa Ana LLC, a California limited liability
company (“MPM Santa Ana”), and (iii)) MPM San Diego LLC, a California limited liability company
(“MPM San Diego” and, together with MPM Sherman Way and MPM Santa Ana, the “Obligated
Group Members”), and UMB Bank, National Association, as the Master Trustee (the “Trustee™)
pursuant to the Master Indenture of Trust dated as of April 1, 2017 (the “Master Indenture”) among the
Grantor, as initial Obligated Group Representative, the Obligated Group Members, as initial Members
(as defined in the Master Indenture) of the Obligated Group (as defined in the Master Indenture), and
the Trustee, and is acknowledged and consented to by the Members. Capitalized terms used herein and
not otherwise defined herein shall have the meanings set forth in the Indenture (the “Indenture™) dated
as of April 1, 2017, by and between the California School Finance Authority (the “Authority”) and
UMB Bank, National Association, as trustee thereunder (the “Bond Trustee”), or in the Master
Indenture, unless the context requires otherwise.

WITNESSETH:

WHEREAS, the Authority is issuing its California School Finance Authority Charter School
Revenue Bonds (Magnolia Public Schools — Obligated Group) Draw Down Series 2017A and
California School Finance Authority Charter School Revenue (Magnolia Public Schools — Obligated
Group) Series 2017B (Taxable) (collectively, the “Bonds™) pursuant to the Indenture, the proceeds of
which are being applied by the Obligated Group Members to finance the acquisition, expansion,
renovation and equipping of certain educational facilities owned by the Obligated Group Members or
by Magnolia Educational and Research Foundation, a California nonprofit public benefit corporation
(“MERF”), and operated by MERF; and

WHEREAS, in consideration of the purchase of the Bonds issued under the Indenture by
investors for whom Hamlin Capital Management, LLC (“Hamlin™) acts as investment advisor, Hamlin,
as Bondholder Representative (the “Bondholder Representative”), has required that Grantor grant,
hypothecate and pledge to the Trustee all of its membership interests in the Obligated Group Members
(collectively, the “LLC Membership Interests”);

NOW, THEREFORE, in consideration of the foregoing and other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, and to secure the
payment and performance of the obligations of Grantor with respect to the Bonds from time to time
outstanding under the Indenture, the Grantor hereby covenants and agrees as follows:

1043977.4
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ARTICLE L.
SECURITY INTEREST

SECTION 1.1. CREATION OF SECURITY INTEREST. The Grantor hereby grants to
the Trustee a security interest in all of the Grantor's right, title and interest in and to the collateral
described in Section 1.2 (the “Collateral™) to secure the payment of all obligations of the Grantor under
the Loan Agreement and under Obligation No. 2 issued pursuant to the Supplemental Master Indenture
for Obligation No. 2 (the “Second Supplemental Master Indenture™), dated as of April 1, 2017, by and
between the Obligated Group Representative and the Trustee, whether now existing or hereafter arising
during the term of this Security Agreement (collectively, the “Obligations”). The security interest
granted hereunder shall, except as otherwise provided herein, be governed by and interpreted in
accordance with the provisions of the Uniform Commercial Code as adopted in the State of California
(the “UCC”). The Grantor shall file or record, or cause to be filed and recorded, any financing
statements necessary to protect and preserve the Trustee’s security interests in the Collateral. The
Trustee may, at the expense of the Obligated Group Members, retain counsel to assist it in making any
filings required hereby and may rely on the opinion of any such counsel.

SECTION 1.2. DESCRIPTION OF COLLATERAL. The Collateral pledged under this
Security Agreement includes all of the following:

(a) all right, title and interest of the Grantor in the LLC Membership Interest in MPM
Sherman Way as set forth in that certain Amended and Restated Operating Agreement of MPM
Sherman Way dated as of April 1, 2017, as the same may be amended (the “MPM Sherman Way
Operating Agreement”);

(b) all right, title and interest of the Grantor in the LLC Membership Interest in MPM Santa
Ana as set forth in that certain Operating Agreement of MPM Santa Ana dated as of [April 1], 2017, as
the same may be amended (the “MPM Santa Ana Operating Agreement”);

(©) all right, title and interest of the Grantor in the LLC Membership Interest in MPM San
Diego as set forth in that certain Operating Agreement of MPM San Diego dated as of [April 1], 2017,
as the same may be amended (the “MPM San Diego Operating Agreement” and, together with the
MPM Sherman Way Operating Agreement and the MPM Santa Ana Operating Agreement, the
“Operating Agreements”);

(d)  all certificates, documents and instruments representing or evidencing ownership of the
property described in clauses (a) through (c) of this Section and all proceeds thereof, including
(without limitation) cash, property and other distributions, dividends, securities, investment property,
rights and other property now or hereafter at any time or from time to time received, receivable or
otherwise distributed or distributable in respect of or in exchange for any or all of the foregoing

property;

(e) all options and other rights to subscribe for or purchase voting or nonvoting interests in
the Obligated Group Members, and all benefits to be derived therefrom, whether now existing or
hereafter arising during the term of this Security Agreement with respect to any of the property
described in clauses (a) through (d) of this Section;
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(H all substituted or additional collateral required to be supplied under the terms of this
Security Agreement; and

(g)  the proceeds of all of the foregoing property described in clauses (a) through (f) of this
Section.

SECTION 1.3. SECURITY FOR OBLIGATIONS. This Security Agreement secures the
prompt payment of all Obligations.

SECTION 1.4. PROTECTION OF SECURITY INTEREST. During the term of this
Security Agreement, the Trustee, the Bond Trustee, and Bondholder Representative shall have the right
upon the occurrence and during the continuance of an Event of Default under the Indenture, the Loan
Agreement, any Mortgage, the Master Indenture, or Obligation No. 2 (collectively, the “Financing
Documents”) to make any payments and to perform any other acts the Trustee, the Bond Trustee, or
Bondholder Representative shall deem necessary to protect the Trustee's security interest in the
Collateral, including (without limitation) the rights to pay, purchase, contest or compromise any
encumbrance, charge or lien which in the judgment of the Trustee, the Bond Trustee, or Bondholder
Representative appears to be prior to or superior to the security interest granted hereunder and to appear
in and defend any action or proceeding purporting to affect its security interest in or the value of the
Collateral and, in exercising any such powers or authority, the right to pay all expenses incurred in
connection therewith, including (without limitation) reasonable attorneys' fees and expenses. The
Grantor hereby agrees that the Grantor shall be bound by any such payment made or act taken by the
Trustee, the Bond Trustee, or Bondholder Representative hereunder and shall reimburse the Trustee, the
Bond Trustee, and Bondholder Representative for all payments made and expenses incurred, which
amounts shall be secured under this Security Agreement during its term. The Trustee, the Bond Trustee,
and Bondholder Representative shall have no obligation to make any of the foregoing payments or
perform any of the foregoing acts.

SECTION 1.5. INDEMNIFICATION OF THE TRUSTEE; RIGHTS AND
IMMUNITIES. The provisions set forth in the Master Indenture relating to the rights, immunities and
indemnification of the Trustee are equally applicable to the Trustee under this Security Agreement as if
such provisions were fully set forth herein.

ARTICLE II.
WARRANTIES AND REPRESENTATIONS

SECTION 2.1. ORGANIZATION AND EXISTENCE OF OBLIGATED GROUP
MEMBERS. The Grantor represents and warrants to the Trustee that each of the Obligated Group
Members is a limited liability company duly formed, validly existing and in good standing under the
laws of the State of California, has all requisite power and authority to own, operate or hold under lease
the properties and assets it owns, operates or holds under lease, including its interest in the Project (as
defined in the Indenture), and is duly qualified and authorized to do business in and is in good standing
in all of the jurisdictions in which the nature of its business makes such licensing, authorization and
qualification necessary and where the failure to be so licensed and qualified and in good standing would
have a material adverse effect upon the business or financial condition of the Obligated Group Member.
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SECTION 2.2. ORGANIZATION AND EXISTENCE OF THE GRANTOR. The
Grantor represents and warrants to the Trustee that the Grantor is a nonprofit public benefit corporation
duly organized, validly existing and in good standing under the laws of the State of California and has
all requisite power and authority to enter into this Security Agreement and grant the lien on the
Collateral hereunder.

SECTION 2.3. TITLE TO LLC MEMBERSHIP INTERESTS. The Grantor represents
and warrants to the Trustee that the Grantor has good and marketable title to the LLC Membership
Interests and other Collateral pledged hereunder, free and clear of any liens or encumbrances; that there
are no outstanding restrictions, purchase agreements, subscriptions, options or other agreements or
rights of any kind to purchase or otherwise receive or be issued, or securities or obligations of any kind
convertible into, any interest in any Obligated Group Member; that the LLC Membership Interests are
uncertificated and constitutes 100% of all of the membership interests in the Obligated Group Members
and the Grantor is the sole member of each Obligated Group Member; and that no prior consent or
approval is required in order for the Grantor to pledge the LLC Membership Interests and other
Collateral as set {orth herein and hereunder.

ARTICLE III.
AFFIRMATIVE COVENANTS

The Grantor covenants that, so long as any of the Bonds remain Outstanding and this Security
Agreement remains in effect:

SECTION 3.1. DELIVERY OF COLLATERAL; ADDITIONAL COLLATERAL.
Grantor will deliver to the Trustee each item of Collateral capable of physical delivery, if possession of
the same is necessary to perfect a security interest therein, immediately upon acquisition thereof and
will defend the Collateral against all claims and demands of all Persons at any time claiming the same
or any interest therein. If, while this Security Agreement is in effect, additional membership interests
are created or otherwise issued by reason of any internal reorganization, consolidation or other similar
change in organizational structure as may be expressly permitted under the Financing Documents,
including (without limitation) the creation of any subscription or other rights or other Collateral as
defined herein, is declared or made, or proposed to be declared or made, by any Obligated Group
Member or its members, all substituted and additional membership interests or other Collateral shall be
deemed to be assigned, pledged and transferred to the Trustee to be held as additional Collateral under
the terms of this Security Agreement in the same manner as and as a part of the existing Collateral. No
supplemental or additional interests in any the Obligated Group Member shall be created (whether by
sale, transfer, reorganization, reclassification or otherwise) during the term of this Security Agreement,
except as may be expressly contemplated in the Financing Documents, without the prior written consent
of the Trustee and Bondholder Representative. Notwithstanding the foregoing, nothing herein is
intended to require delivery to the Trustee of any portion of the Collateral consisting of cash so long as
no Event of Default exists under this Security Agreement.

SECTION 3.2 PERFECTION OF SECURITY INTEREST. The Grantor will, to the
extent required by law, cause this Security Agreement, together with all related Uniform Commercial
Code financing statements or other instruments, to be kept, recorded and filed in such manner and in
such places as may be required by law in order to create, perfect, preserve and protect fully the first
priority security interest of the Trustee in the Collateral and will, promptly upon request by the Trustee
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or Bondholder Representative, procure or execute and deliver any documents, deliver to the Trustee
any instruments, give any notices, execute any proxies, execute and file any financing statements or
other documents, all in form reasonably satisfactory to the Trustee and Bondholder Representative, and
take any other actions which are reasonably necessary or, in the reasonable judgment of the Trustee or
Bondholder Representative, desirable to perfect or continue the perfection and first priority security
interest of the Trustee in the Collateral, to protect the Collateral against the rights, claims or interests of
third persons or to effect the purposes of this Security Agreement and will pay all costs incurred in
connection therewith. The Grantor will pay or cause to be paid all filing fees incident to such filing
and all expenses incident to the preparation, execution and acknowledgment of such instruments of
further assurance, and all federal or state fees and other similar fees, duties, imposts, assessments and
charges arising out of or in connection with the execution and delivery of such instruments of further
assurance. The Grantor hereby authorizes the Trustee at any time and from time to time to file in any
appropriate filing office any continuation statements to the financing statements covering any of the
Collateral.

SECTION 3.3 IMPOSITIONS ON COLLATERAL. The Grantor will pay and discharge,
or cause to be paid and discharged, all taxes, assessme