January 7, 2024

Ms. Caprice Young
Chief Executive Officer
Navigator Schools

650 San Benito St., Suite 230

Hollister, CA 95023

Dear Ms. Young:

Building Hope Finance (“Building Hope™ or the “Lender”™) is pleased to present this financing Term Sheet
for a bridge loan of up to $4,680,000 (the “Loan”) used to acquire and install modular classrooms for the
Navigator Gilroy Preparatory Campus located at 277 100F Avenue, Gilroy, CA 95020 (*Property™).

The terms of this Terin Sheet are outlined below:

SUMMARY OF TERMS
Lender: Building Hope Finance
Borrower; Navigator Schools

Charter School(s):

Gilroy Prep
Hayward Collegiate
Hollister Prep
Watstonville Prep

Project:

A $7.100,000 Acquisition Modular Classroom project for Gilroy Prep.

Purpose:

To bridge $4.680.,000 of funding previously awarded Proposition 51 Grant and
Loan from the State of California for the Gilroy Prep campus.

Loan Amount:

Up to $4,680,000

Loan Term:

12 months + 6 month Extension Option

Interest Rate:

Between 6.5% and 7.0%. The exact interest rate shall be determined and fixed
upon the completion of Underwriting.

Term Sheet Expiration:

This Term Sheet shall expire, if the Borrower does not return the signed Term
Sheet along with the Good Faith Deposit by January 10", 2025,

Loan Extension Option:

The Borrower shall have the option to extend the loan | time for an additional 6
months, beyond the original maturity, provided that the borrower is in compliance
with all other terms of the loan.

Amortization/Payments:

The loan shall consist of monthly payments of Interest-only for the term of the
loan. All principal and accrued but unpaid interest and additional charges, if any
shall be paid at Maturity or at the Extended Maturity Date, if applicable.

Collateral:

The loan will be secured by the following; (i) a Senior pledge of the State of
California Proposition 51 Grant proceeds associated with the Project, (ii) a Senior
Pledge of Loan proceeds of the State of California Proposition 51 Loan associated
with the Project, (iii} a Subordinate Pledge of all other revenues of the Borrower,
(iii) a Subordinate Lien against all other business assets of the Borrower perfected
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by UCC filing, and (iv) other security interest as reasonably required by the
Lender,

Prepayment Fee:

None

Loan Fee:

1% of the committed Loan amount. The Loan Fee shall be paid as follows: (a)
50% of the Fee shall be paid at closing, and (b) 50% of the Loan Fee shall be paid
at the earlier of: 6 months after closing or the date on which the Borrower receives
any portion of the Proposition 51 funds.

The Borrower shall also pay a loan Extension Fee equal to 4% of the Outstanding
Loan Amount, at the time the loan is extended, if applicable.

Underwriting Fee:

$5,000 Fee for Underwriting the Transaction shall be paid to Lender at closing.

Loan Expenses, Third-
Party Reports, and Good
Faith Deposit:

Notwithstanding anything to the contrary contained herein, Borrower shall pay all
reasonable costs and expenses of closing the Loan (including reasonable legal fees
and costs and expenses of any third-party reports, insurance reviews and
expenses), irrespective of whether the Loan closes. The Lender Legal Fees for
this transaction are estimated to be $50,000 or less.

All third-party reports (including but not limited to environmental reviews, and
property condition assessments) will be made available to the Lender with
reliance letters if necessary and appropriate.

Environmental Review:

A current (i.e. dated within 12 months) Phase | Environmental Site
Assessment prepared in accordance with industry standards using the most
recent ASTM Standard Practice E1527, “Standard Practice for
Environmental Site Assessments: Phase | Environmental Site Assessment
Process”. A Phase Il Environmental Site Assessment will be required if
the Phase | recommends obtaining a Phase I1. As with all third-party
reports, the Borrower shall be responsible for the expense, regardless of
whether the Loan closes,

Financial/Other
Covenants:

The following covenants will be tested annually based on year-end financial

statements and confirmed with Audited Financial Statements:

e Fixed Charge Coverage of not less than 1.10x (calculated based on Change in
Unrestricted Net Assets+Fixed Charges/Fixed Charges+Interest). Fixed
Charges related to property debt with Balloon or Bullet payments shall be
based on an assumed 30 Year Amortization for such property debt and based
on an assumed interest rate of 6.75%;

o Unrestricted Cash equal to at least thirty (30) days’ operating expenses;

e  Cross-default with all other Loan and Lease obligations of the Borrower.

e Other covenants reasonably required by Lender.

Additional Debt:

No additional debt may be incurred by Borrower without the consent of Building
Hope Finance.

The above notwithstanding, l.ender expressly consents to the Refinance of the
East West Bank Line of Credit, in an amount not to exceed $5.8 Million, for the
purpase of providing Permanent Financing on the Gilroy Campus and the
Hayward Collegiate Campus, provided such refinancing does not result in a

breach of any Financial Covenant.

Reporting:

The Borrower will provide periodic reporting of the following information:

e Consolidated Audited Financial Statements on the Borrower and enrollment
statistics for each of the charter schools;

e  Annual operating budget and enrollment projections for each of the charter
schools;

& A compliance certificate confirming compliance will all financing and lease
covenants for all loan and lease obligations, in the form acceptable to Lender,

¢ Quarterly management-prepared financial statements;
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e Enrollment, by grade, headcount, Average Daily Attendance or any other
similar report that is required to be submitted to the Authorizer for each
charter school;

e Re-enrollment statistics on April 30th and on the date that is one (1)} month
prior to the start of school for each charter school; and

# Such other informaticn Lender may request.

Pre-closing Conditions: Closing of the Loan contemplated by this Term Sheet is contingent upon:

o Hazard & Liability Insurance: Building Hope’s satisfactory review of
insurance obtained for the Project, Building Hope and any other parties
required by Building Hope being named as an additional insured party,
and liability coverage for all parties to the transaction in amounts and
with terms acceptable to the Lender

e Title Insurance: Title insurance policy insuring good and clear title to
the land and improvements comprising the financed property containing
no survey exception by a title company selected by Lender in amounts
satisfactory to Lender and Counse! may be required.

®  No Material Adverse Condition: There shall be no material change in
the operating and financial condition of the Borrower or of each
material Tenant.

o Loan Documents; Execution of loan documents satisfactory in all
respects to Building Hope’s Counsel.

e Approval of lnvestment Committee: Building Hope’s Investment
Committee must approve the Loan Request, after giving
consideration to a review of all due diligence credit information.
The tentative Investment Committee Meeting to discuss this loan
request will be on February 19, 2025

Good Faith Deposit Upon execution of this term sheet, the Borrower shall provide a deposit of

$10,000 to be applied to fees and expenses associated with this loan. This deposit

shall be returned to Borrower upon receipt of an early tennination notice delivered
by Borrower prior to the approval of the Loan by the Building Hope Investment

Committee.

This Term Sheet is meant to express Building Hope Finance’s interest in providing the financing and is
not a commitment to lend funds. [fthe Loan Request is approved by the Building Hope Investment
Committee, Building Hope Finance will issue a binding financing commitment to the Borrower, based on
the terms approved by the Investment Committee.

After reviewing the above terms and conditions, please feel free to call with any questions or comments, If
vou find the above terms and conditions to be acceptable, please indicate so by signing below and returning
a faxed or emailed copy to my attention. Upon receipt of the executed term sheet and deposit, Building
Hope will proceed with the final loan underwriting and approval process. Please note that the deposit is
nonrefundable but will be credited towards closing costs should the Loan be approved and funded. 1 look
forward to hearing from you and continuing to work with you on this important project.

Sincerely,

ﬁ /

Robin Odland
President, Building Hope Finance
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Accepted and Agreed by Navigator Schools:

e it By U

Title: Chief Financial & Operating Officer
1/10/2025

Date
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