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September 2, 2022

Final Report
Hope Village, Inc.

This report has been prepared for the Oregon Facilities Authority’s consideration of the
application submitted by Hope Village, Inc. (“HVI”) for debt financing not to exceed $26 million
through the Authority’s traditional bond program.

History and Financial Performance

HVI was established in 1983 and first began offering retirement housing for lease in 1997. Its
administrative offices and all living facilities are located in Canby, Oregon. The HVI campus
currently includes 138 garden homes and cottages, two 50-unit affordable housing complexes,
and a community center with a variety of amenities. Additionally, a separate provider operates
an 80-unit assisted living facility and a 50-bed post-acute care facility on the campus, pursuant
to a ground lease with HVI.

HVI prepares detailed financial statements and has received clean audit opinions in each of the
past three fiscal years (ending September 30, 2021, 2020, and 2019). The organization has
seen increases in net assets in each of these years. HVI does not currently have a credit rating,
as its outstanding debt was sold directly to banks and other lenders. HVI has not previously
issued debt through OFA.

The Financing

The bond will be a direct placement under the Authority’s traditional bond program and sold
directly to Silicon Valley Bank under a term sheet dated July 8, 2022. HVI has executed a rate
lock with Silicon Valley Bank; the bond will bear interest at 4.15% for a term of 20 years.

Proceeds of the financing will be used to fund construction of 36 new cottage units on HVI's
campus. Construction is expected to begin in August 2022 and be completed, over three
phases, by November 2024. Each phase will consist of six duplexes (12 units), and the first
group of cottages is expected to be available for lease in May 2023. The total estimated cost of
this expansion is $22.7 million.

Additionally, HVI expects to refinance its existing loans (approximately $4 million) with this
financing, to consolidate and simplify its debt profile. Proceeds of the borrowing will also cover
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issuance costs and capitalize interest during the construction period. HVI expects to contribute
approximately $1.4 million in equity towards the project, to cover amounts required above the
$26 million in bond proceeds.

The financing will include a draw-down feature in the first 36 months, during which time HVI will
make draws to fund construction and apply initial entrance deposits towards the drawn balance
as those deposits are received. The facility will be interest-only during this period —i.e., no
scheduled principal payments — however, HVI expects to apply approximately $12 million in
initial entrance deposits towards principal repayment during the draw period. This will leave
approximately $14 million as the remaining balance at the conclusion of the draw/construction
period. This long-term balance will then be repaid using a 30-year amortization schedule (with a
final maturity 20 years from the closing date).

Security for the proposed financing will be a first priority lien on all assets (including a pledge of
gross receipts), as well as mortgages on the Hope Village campus (both existing facilities and
the proposed new cottages). Covenants include a 1.10x annual debt service coverage
requirement and minimum 180 days’ cash on hand.

In August, based on conversations with tax counsel, HVI and its advisors increased the planned
equity contribution and reallocated a portion of this contribution towards redemption of existing
loans, rather than towards construction of the cottage units. However, there have not otherwise
been any substantive changes to the plan of finance since the OFA Board provided preliminary
approval at its July meeting.

Based on our review of the application, review of the financing documents, review of the
financing cash flows, and participation in finance team calls, we recommend this transaction for
final approval. If you have any questions regarding this review, | will be present at the August
board meeting.

For PFM Financial Advisors LLC

. Qe b

A. Duncan Brown
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Financial Advisor’s Report - Preliminary
Home Scholars’ Academy of Oakridge & Westfir, Inc., d/b/a Academy for Character
Education

This report has been prepared for the Oregon Facilities Authority’s preliminary consideration of
the application submitted by the Academy for Character Education (“ACE” or the “School”).
ACE has requested bond financing in an amount of approximately $5,000,000, inclusive of a
small taxable portion to cover issuance costs beyond the allowable 2%. The bonds would be
structured as a non-rated, limited public offering.

The Borrower

The School is a charter school located in Cottage Grove. It began operations in 2007 and
serves grades K-12. Its current charter from the South Lane School District (the “District”) runs
through June 30, 2026. It enrolls approximately 350 students and operates in a recently
purchased 51,000 square foot building.

The Project

The School will use bond proceeds to fund renovation of its primary facility, including structural
improvements (building envelope, roof, HVAC, plumbing, electrical, landscaping, etc.) and
interior improvements to create more usable classroom and other educational spaces. ACE
anticipates that the new facility, with the bond-funded improvements, will eventually allow it to
increase enrollment to approximately 400 students.

The Financing

The School has retained D.A. Davidson as underwriter and Lewis Young as independent
financial advisor. The School does not expect to apply for a credit rating; the bonds would be
offered to qualified institutional investors and/or accredited investors only in a limited public
offering. The bonds are anticipated to have a 30-year term. In addition to acquisition and
construction of the facility, bond proceeds may also be used to fund a debt service reserve fund
and pay costs of issuance. The School anticipates sizing the bonds in an amount sufficient to
generate approximately $3 million in project funding, net of issuance costs, reserve fund, and
capitalized interest fund.
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The School has requested preliminary approval at the September meeting in anticipation of final
approval at the October meeting and closing the transaction in November. We understand that
the School and its advisors are still in the process of preparing financial projections. However,
based on the nature of the proposed financing (i.e., funding improvements to a building the
School already owns), we are comfortable recommending preliminary approval. If you have any
guestions regarding this review, | will be present at the September meeting.

For PFM Financial Advisors LLC

. G b

A. Duncan Brown

PFM Financial Advisors LLC, 650 NE Holladay Street, Suite 1600, Portland, OR 97232
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MEMORANDUM

To: Members of the Oregon Facilities Authority
Gwendolyn Griffith, Executive Director

FRoM:  Michael Schrader, Christine Rankin and Tommy Sandstrom
DATE: August 31, 2022

RE: Preliminary Approval of ACE Charter School Application for Bond Financing through
the Oregon Facilities Authority

Overview of Bonds.

Home Scholars’ Academy of Oakridge & Westfir, Inc., doing business as the Academy
for Character Education, an Oregon nonprofit corporation and a charter school operating
pursuant to a charter with the South Lane School District (the “Borrower” and the “District,”
respectively), is requesting preliminary approval from the Oregon Facilities Authority (the
“Authority”) for the issuance of both tax-exempt and federally taxable revenue bonds, in an
aggregate principal amount to be determined, but in no event to exceed $5,000,000 (the
“Bonds”). Bond proceeds are expected to be used for the purpose of (i) financing all or a portion
of the costs of the renovation, improvement and equipping of school facilities, (ii) funding a debt
service reserve fund, if required, (iii) paying capitalized interest, if necessary, and (iv) paying
costs of issuing the Bonds (collectively, the “Project™).

The Bonds are expected to be issued in a series of tax-exempt bonds and a series of
federally taxable bonds. The purpose of the taxable bonds is to cover costs of issuance (“COI)
in excess of the two-percent COI limit on use of the tax-exempt bonds and any other Project
costs that may not be a permitted use of tax-exempt bonds. The Bonds are expected to be sold
through a negotiated limited public offering by D.A. Davidson & Co., as underwriter (the
“Underwriter”). The Bonds will not be rated and will only be marketed and sold to qualified
institutional investors. The Borrower expects to finance all or most of the costs of the Project
with proceeds of the Bonds.

The Bonds will be secured by a pledge of the Borrower’s payments from the District,
together with a mortgage lien and security interest granted on the Borrower’s facilities to be
improved, renovated and equipped with proceeds of the Bonds.

We have been participating on working group calls with the Borrower and its counsel, the
Underwriter and its counsel, and other members of the working group, and have begun our
diligence review. Initial drafts of the Trust Indenture and Loan Agreement have been circulated



and work on the Limited Offering Memorandum and other documents is underway (the “Bond
Documents™). We will continue to participate in weekly working group calls and expect to
continue to collaborate on documents, due diligence review and other tasks following
preliminary approval of the Project at the September 12" Authority meeting. We expect that all
due diligence and final documentation will be completed in advance of consideration of final
approval of the Bonds at the Authority’s October 17" meeting.

Discussion of Open Issues and Next Steps.

The financing for this Project will have a similar security structure to those utilized in the
financings completed through the Authority for other Oregon charter schools, including the
Metro East Web Academy, Howard Street Charter School, the Arco Iris Spanish Immersion
School and the Redmond Proficiency Academy projects. The Project will directly benefit from
the work done in those financings, including particularly the charter contract amendments
required to provide for the intercept of funds from the District to secure scheduled debt service
payments on the Bonds. Additionally, given our recent OFA precedent for unrated, limited
offerings to institutional investors financing Oregon charter schools, we do not expect any
significant issues in working through initial offering conditions or subsequent transfer
restrictions to ensure that the Bonds are offered, sold and held at all times by qualified
institutional investors.

With respect to the Project, we would note that the Borrower has acquired the land and
building, and is in the process of finalizing the nature and scope of the improvements to the
facilities to be financed with the Bonds. We expect that the negotiation of key contracts, final
determinations on the scope of work and other Project details will be finalized as the offering
memo and other bond documents are being completed. This will require coordination of tasks
and timeline with respect to the Bond offering to ensure appropriate sequencing of Project
deliverables, including receipt of the appraisal, addressing any permitting or other entitlement
issues and finalizing the construction contract.

In our role as bond counsel and disclosure counsel to the Authority, we expect to perform
both a tax and general due diligence review of the Borrower and the Project. If our review
reveals any material concerns with respect to the Borrower or the Bond-financed Project,
including issues with respect to the Borrower’s tax-exempt status, we will inform the Authority.

Recommendation.

As bond counsel to the Authority, we recommend the Board grant preliminary approval
of the Application submitted by the Borrower. The ultimate issuance of the Bonds will remain
subject to several conditions precedent, including without limitation, completion of our due
diligence review and completion of the Bond Documents and any other required legal
documents. We would be happy to answer any questions members of the Authority may have
with respect to the proposed financing.
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STATE OF OREGON
OREGON FACILITIES AUTHORITY

REsoLuTION NO. 2022-8
ADOPTED SEPTEMBER 12, 2022

A RESOLUTION OF THE OREGON FACILITIES AUTHORITY RECOMMENDING
THAT THE STATE TREASURER ISSUE REVENUE BONDS TO FINANCE THE PROJECT
DESCRIBED HEREIN; AUTHORIZING THE EXECUTION AND DELIVERY OF A
PRELIMINARY AGREEMENT BY AND BETWEEN THE AUTHORITY AND THE
PARTICIPATING INSTITUTION; AND AUTHORIZING AND DETERMINING OTHER
MATTERS WITH RESPECT THERETO.

WHEREAS, the Oregon Facilities Authority, a body politic and corporate duly created
and existing under the laws of the State of Oregon (the “Authority”) is authorized and
empowered by the provisions of Oregon Revised Statutes Chapter 289, as amended (the “Act™),
to recommend to the State Treasurer the issuance of revenue bonds for the purpose of financing
or refinancing the acquisition, construction and equipping of “projects” as defined in the Act, and
the loaning of the proceeds of such revenue bonds to “participating institutions” as defined in the
Act in connection therewith; and

WHEREAS, Home Scholars’ Academy of Oakridge & Westfir, Inc., doing business as
the Academy for Character Education, an Oregon nonprofit corporation and an organization
described in Section 501(c)(3) of the Internal Revenue Code (the “Participating Institution”), has
filed with the Authority an application requesting the issuance of revenue bonds for the purpose
of financing all or a portion of the costs of renovating and equipping certain school facilities for
the Participating Institution (collectively, the “Project™); and such application has been reviewed
by the Executive Director of the Authority, the Authority’s bond counsel and the Authority’s
financial advisor; and

WHEREAS, in said application the Participating Institution has requested that the
Authority consider recommending that the State Treasurer issue one or more series of tax-
exempt and federally taxable revenue bonds (the “Bonds”) under the Act in an approximate
aggregate principal amount of $5,855,000 of tax-exempt revenue bonds and a to-be-determined
aggregate principal amount of federally taxable revenue bonds, and to loan the proceeds of such
Bonds to the Participating Institution for the purpose of financing the Project, and to pay the
related costs associated therewith, including paying costs of issuance of the Bonds, funding a
debt service reserve fund, if necessary, and paying capitalized interest. The Participating
Institution has subsequently requested that the aggregate principal amount of the Bonds be
decreased to $5,000,000; and

RESOLUTION — ACADEMY FOR CHARACTER EDUCATION 2022 BONDS
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WHEREAS, the Participating Institution, the other parties to the transactions pertaining
to the issuance and sale of the Bonds, and the Authority’s bond counsel are preparing drafts of
the basic documents needed in connection therewith, and are ready to conduct required due
diligence, to complete documentation required in connection with the financing of the Project
and to proceed expeditiously with the issuance and sale of the Bonds.

NOW, THEREFORE, be it resolved by the members of the Authority as follows:

SECTION 1. EriGIBILITY. The Authority, based upon the advice of its bond counsel,
hereby finds and determines that the Project qualifies as a “project” within the meaning of the
Act. The Authority further finds and determines that the financing of the Project by means of
revenue bonds issued by the State Treasurer pursuant to the Act will promote the public purposes
sought to be advanced by the Act.

SECTION 2. RECOMMENDATION TO ISSUE BONDS. Contingent upon the concurrence
of the Executive Director and the Director, Debt Management Division of the State Treasurer,
the Authority hereby recommends that the State Treasurer express his intent to issue the Bonds
under the Act in an aggregate principal amount not to exceed $5,000,000, and to loan the
proceeds of such Bonds to the Participating Institution for the purpose of financing the Project
and to pay the related costs associated therewith, including paying costs of issuance of the
Bonds, funding a debt service reserve fund, if necessary, and paying capitalized interest,
provided, however, that:

Q) prior to the issuance of any Bonds for the purpose of financing the Project
and paying the related costs associated therewith, the Authority and the State Treasurer
shall have been advised by the Authority’s bond counsel that all legal requirements for
the issuance and sale of such Bonds have been satisfied,;

(i) in the event that any Bonds are issued for the purpose of financing the
Project and paying the related costs associated therewith, such Bonds shall be payable
solely and only from the specific properties and revenues pledged thereto and shall not
constitute a debt of the State of Oregon or a lending of the credit of the State of Oregon
within the meaning of any constitutional or statutory limitation or a charge upon any
properties or revenues of the State of Oregon or the Authority not specifically pledged
thereto, and no holder of any such Bonds shall have the right to enforce the payment of
any amounts owing under or with respect to such Bonds out of any properties or revenues
of the State of Oregon or the Authority not specifically pledged thereto; and

(iii)  the Authority shall retain at all times complete and absolute discretion
whether to proceed with the issuance of any Bonds for the purpose of financing the
Project and paying the related costs associated therewith, and may refuse to proceed
therewith for any reason deemed sufficient by the Authority notwithstanding that all legal
requirements for the issuance of such Bonds may have been satisfied.

SECTION 3. PRELIMINARY AGREEMENT; AUTHORIZATION. The form of Preliminary
Agreement attached hereto as Exhibit A is hereby approved. The Executive Director of the
Authority is hereby authorized, empowered and directed, for and on behalf of the Authority, to

RESOLUTION — ACADEMY FOR CHARACTER EDUCATION 2022 BONDS Page 2
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execute and deliver such Preliminary Agreement in substantially the form approved but with
such variations, changes, omissions and insertions as may be necessary or appropriate and not
inconsistent with the provisions of applicable law and to execute such other documents and
instruments as shall be necessary or advisable for the purpose of furthering the actions described
in Section 2 hereof.

SECTION 4. APPOINTMENT OF ATTORNEY-IN-FACT; DISCLOSURE COUNSEL. The
Authority’s bond counsel, the law firm of Orrick, Herrington & Sutcliffe LLP, Portland, Oregon,
is hereby appointed the Authority’s attorney-in-fact for the purpose of applying for any rulings
from the Internal Revenue Service that may be required in connection with the bonds described
herein and for filing, signing and taking any other actions on behalf of the Authority in
connection with any such ruling request. Orrick, Herrington & Sutcliffe LLP is also appointed
as disclosure counsel to the Authority for the purpose of assisting the Authority with respect to
compliance with its disclosure obligations under applicable federal and state securities law.

SECTION 5. EFFECTIVENESS; CONFLICTING RESOLUTIONS. This Resolution shall be
effective immediately upon its adoption. Any resolutions of the Authority and parts thereof
which are in conflict with the terms of this Resolution shall be, and they hereby are, rescinded,
but only to the extent of such conflict.

[Signature follows next page]
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CERTIFICATION OF RESOLUTION

The undersigned does hereby certify that 1 am the duly appointed, qualified and acting
Executive Director of the Oregon Facilities Authority; that the foregoing is a true and complete
copy of Resolution No. 2022-8 as adopted by said Authority at a meeting duly called and held in
accordance with law on September 12, 2022; and that the following members of the Authority
voted in favor of said Resolution:

the following members of the Authority voted against said Resolution:

and the following members of the Authority abstained from voting on said Resolution:

In witness whereof, the undersigned has hereunto set her hand as of this 12th day of
September 2022.

Gwendolyn Griffith, Executive Director

RESOLUTION — ACADEMY FOR CHARACTER EDUCATION 2022 BONDS SIGNATURE PAGE
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EXHIBIT A

PRELIMINARY AGREEMENT

BETWEEN

ACADEMY FOR CHARACTER EDUCATION

AND

OREGON FACILITIES AUTHORITY

THIS PRELIMINARY AGREEMENT is entered into as of the 12th day of September, 2022
by and between the OREGON FACILITIES AUTHORITY, a public body corporate and politic duly
created and existing under the laws of the State of Oregon (the “Authority”), and HOME
SCHOLARS’ ACADEMY OF OAKRIDGE & WESTFIR, INC., doing business as the ACADEMY FOR
CHARACTER EDUCATION, an Oregon nonprofit corporation (the “Participating Institution”).

WHEREAS, the Authority is authorized and empowered by the provisions of Oregon
Revised Statutes (“ORS”) Chapters 286A and 289, as amended (the “Act”), to recommend to the
State Treasurer the issuance of revenue bonds for the purpose of financing or refinancing the
acquisition, construction and equipping of “projects” as defined in the Act, and the loaning of the
proceeds of such revenue bonds to “participating institutions” as defined in the Act in connection
therewith; and

WHEREAS, the Participating Institution has filed with the Authority an application
requesting the issuance of revenue bonds for the purpose of financing all or a portion of the costs
of renovating and equipping certain school facilities for the Participating Institution (collectively,
the “Project”); and such application has been reviewed by the Executive Director of the
Authority, the Authority’s bond counsel and the Authority’s financial advisor; and

WHEREAS, in said application the Participating Institution has requested that the
Authority consider recommending that the State Treasurer issue one or more series of tax-
exempt and federally taxable revenue bonds (the “Bonds”) under the Act in an approximate
aggregate principal amount of $5,855,000 of tax-exempt revenue bonds and a to-be-determined
aggregate principal amount of federally taxable revenue bonds, and to loan the proceeds of such
Bonds to the Participating Institution for the purpose of financing the Project and to pay the
related costs associated therewith, including paying costs of issuance of the Bonds, funding a
debt service reserve fund, if necessary, and paying capitalized interest. The Participating
Institution has subsequently requested that the aggregate principal amount of the Bonds be
decreased to $5,000,000; and

PRELIMINARY AGREEMENT — ACADEMY FOR CHARACTER EDUCATION 2022 Page A-1
4143-8098-2074.3



WHEREAS, the Authority has adopted a resolution pursuant to which it has
recommended that the State Treasurer issue the Bonds under the Act for the purposes as
described above; and

WHEREAS, the State Treasurer has indicated in writing his intent to issue the Bonds
under the Act for the purposes described above;

NOW, THEREFORE, for and in consideration of the premises and the mutual
undertakings of the parties as set forth herein, the Authority and the Participating Institution
hereby agree as follows:

SECTION 1. RECOMMENDATION OF THE AUTHORITY. By Resolution No. 2022-_
adopted on September 12, 2022 (the “Resolution”), the Authority has recommended that the
State Treasurer issue the Bonds under the Act in an aggregate principal amount not to exceed
$5,000,000, and to loan the proceeds of such Bonds to the Participating Institution for the
purposes described in the Resolution. Such recommendation remains subject to the terms hereof
and upon satisfaction by the Participating Institution of all conditions stated herein and all other
conditions imposed on the Participating Institution by the Authority prior to issuance of the
Bonds and upon compliance with all requirements of applicable law, including without
limitation, the following conditions and understandings:

Q) COMPLIANCE WITH APPLICABLE LAW. Prior to the issuance of any
Bonds, the Authority and the State Treasurer shall have been advised by the Authority’s
bond counsel that all legal requirements for the sale of such Bonds have been fully
satisfied. If bond counsel advises the Authority that all legal requirements have not been
complied with or that the financing and payment of associated costs contemplated by the
Participating Institution deviates in any material respect from the financing proposed in
the application of the Participating Institution, the Authority may require the Participating
Institution to take further actions prior to the issuance of the Bonds, including
resubmitting an updated application and seeking an additional approval of the Authority.

(i) BONDS ARE LIMITED OBLIGATIONS. In the event that any Bonds are
issued, such Bonds shall be payable solely and only from the specific properties and
revenues pledged thereto and shall not constitute a debt of the State of Oregon or a
lending of the credit of the State of Oregon within the meaning of any constitutional or
statutory limitation or a charge upon any properties or revenues of the State of Oregon or
the Authority not specifically pledged thereto, and no holder of any such Bond shall have
the right to enforce the payment of any amounts owing under or with respect to such
Bonds out of any properties or revenues of the State of Oregon or the Authority not
specifically pledged thereto. The Participating Institution understands that any loan
agreement, amendment, supplement or other agreement to be entered into in connection
with the Bond financing will provide that amounts payable thereunder by the
Participating Institution will be sufficient to pay the principal of and the interest on, and
redemption premium, if any, of the Bonds as and when the same become due and
payable.
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(ili)  DiscrReETION To DETERMINE WHETHER TO PROCEED. The Authority
and the State Treasurer shall each retain at all times complete and absolute discretion as
to whether or not to proceed with the issuance of the Bonds, and each may refuse to
proceed therewith for any reason deemed by either to be sufficient notwithstanding that
all legal requirements for the issuance of such Bonds may have been met and satisfied.

SECTION 2. UNDERTAKINGS ON THE PART OF THE PARTICIPATING INSTITUTION.
The Participating Institution agrees as follows:

(A)  CoMmPLETION OF FINANCING. If Bonds are issued as requested by the
Participating Institution as described above, it is the intent of the Participating Institution
to diligently cause the financing of the Project contemplated hereby to be completed and
to cause the Project to be operated in the manner and for the purposes disclosed to the
Authority in the Participating Institution’s application for financing. If the Bond
proceeds are not sufficient to complete the Project, including the funding of any debt
service reserve deemed to be necessary and desirable, and to pay costs of issuance of the
Bonds, the Participating Institution agrees to cause the financing, the funding of any
reserve and the payment of costs of issuance to be completed at the Participating
Institution’s expense. The Authority makes no representation or warranty that the
proceeds of the Bonds will be sufficient to accomplish the financing, the funding of any
debt service reserve and the payment of costs of issuance of the Bonds as planned by the
Participating Institution, and the Participating Institution hereby acknowledges and agrees
that it assumes all risks associated with such potential insufficiency.

(B) COOPERATION WITH THE AUTHORITY AND TREASURER. The
Participating Institution will cooperate with the State Treasurer, the Executive Director of
the Authority, the Authority’s bond counsel and the Authority’s financial advisor in all
matters relating to the issuance, sale and delivery of the Bonds and the financing of the
Project from the proceeds thereof; provided, however, that nothing herein shall obligate
the Participating Institution to cause the Bonds to be issued.

(C)  ARRANGEMENTS FOR SALE OF THE BONDs. The Participating Institution
acknowledges and agrees that it shall have sole responsibility for arranging for the sale of
the Bonds, and acknowledges that under the Act the State Treasurer has the ultimate
authority to approve and remove any underwriter for the Bonds.

(D) EXECUTION AND DELIVERY OF LOAN AGREEMENT: At the time of
issuance of any Bonds, the Participating Institution will deliver an executed loan
agreement or other financing agreement with the State Treasurer (acting as issuer of the
Bonds on behalf of the State), under which terms the Participating Institution will agree
to pay the loan payments sufficient in the aggregate principal of and interest on, and
redemption premium, if any, of the Bonds as and when the same shall become due and
payable. The loan agreement or other financing agreement shall contain a provision that
the Participating Institution shall indemnify and hold the Authority and the State of
Oregon harmless from all liabilities incurred in connection with the financing and the
offering or sale of the Bonds.
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(E) FURTHER ACTIONS. The Participating Institution will take such further
action and adopt such further proceedings as may be required to implement the terms and
provisions of this Preliminary Agreement. The Participating Institution shall obtain all
necessary governmental approvals and opinions of bond counsel to ensure the legality of
the Bonds and the exclusion of interest on the Bonds issued on a tax-exempt basis from
gross income for federal income tax purposes. In addition, the Participating Institution
shall make no use of the proceeds of the Bonds issued on a tax-exempt basis so as to
cause such Bonds to be classified as “arbitrage bonds” within the meaning of Section 148
of the Internal Revenue Code of 1986, as amended.

(F) REIMBURSEMENT FOR EXPENSES. Regardless of whether the Bonds are
issued, the Participating Institution will reimburse the Authority and the State Treasurer
for all reasonable and necessary direct and indirect expenses incurred in connection with
the consideration and processing of the application for bond financing and the preparation
of the Bonds for issuance, which expenses shall be itemized on an invoice sent by the
Authority to the Participating Institution and paid within 30 days of the date of such
invoice. If any Bonds are issued, the Participating Institution will pay, or cause to be
paid, to the Authority its usual and customary fees according to Authority policy (as the
same may be modified from time to time), its issuance fee and any annual fee.

(G) FEes AND ExXPENSES OF BOND COUNSEL AND FINANCIAL ADVISOR.
The Participating Institution hereby agrees to pay the fees and expenses of Orrick,
Herrington & Sutcliffe LLP, bond counsel and disclosure counsel (hereinafter “bond
counsel™) to the Authority, and of PFM Financial Advisors, LLC, financial advisor to the
Authority, for professional services rendered in connection with the issuance, sale and
delivery of any Bonds. The Participating Institution acknowledges that the fees and
expenses of bond counsel and the financial advisor shall be as set forth in the respective
contracts of said firms entered into with the Authority and the State Treasurer, subject to
such modifications as may have been agreed upon in writing by bond counsel or the
financial advisor, as appropriate. The fees and expenses of bond counsel and the
financial advisor shall be paid at the time of the issuance and delivery of any Bonds;
provided, however, that with respect to any expenses which it is not practicable for bond
counsel or the financial advisor to compile and itemize at such time, such expenses shall
be paid within thirty (30) days from the date of any invoice therefor; and provided
further, that if the Participating Institution abandons or otherwise fails to complete the
financing contemplated hereby within six months from the date of adoption of the
Authority resolution referred to in the preamble hereto, the Participating Institution shall
pay all fees and expenses incurred by said bond counsel or said financial advisor in
connection therewith, which fees and expenses shall be itemized on an invoice sent to the
Participating Institution and paid within thirty (30) days of the date of such invoice.

(H)  INDEMNITY AND HOLD HARMLESS AGREEMENT. The Participating
Institution hereby agrees to indemnify and hold the State of Oregon, the State Treasurer,
the Authority and their respective officials, officers, members and employees (the
“Indemnified Parties”) harmless against and from any and all claims, of whatever nature
and howsoever arising, by or on behalf of any person, firm, corporation or other legal
entity arising from the execution of this Preliminary Agreement or any other actions
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taken or omitted to be taken by any of the Indemnified Parties or the Participating
Institution relating in any way to the Project or the offering, issuance, sale or remarketing
of the Bonds or any transaction related to the foregoing, including without limitation any
claim or liability arising from or in connection with:

Q) any condition of the Project or the construction thereof;

(i) any breach or default on the part of the Participating Institution in the
performance of any of its obligations under this Preliminary Agreement or any other
agreement entered into in connection with the Bonds or the Project;

(iii)  any act or negligence of the Participating Institution or of any of its agents,
contractors, servants, employees or licensees;

(iv)  any act or negligence of any assignee or lessee of the Participating
Institution, or of any agents, contractors, servants, employees or licensees of any assignee
or lessee of the Participating Institution;

(v) any material misstatement or omission, or alleged material misstatement
or omission, made or omitted in any disclosure materials used in connection with the
offering or sale of the Bonds or any other information used in connection with the
offering, placement, sale, remarketing or purchase of any Bond (other than a material
misstatement or omission contained in information provided by an Indemnified Party
specifically for inclusion in disclosure materials relating to the Bonds).

The Participating Institution shall indemnify and save the Indemnified Parties
harmless from any such claim arising as aforesaid, or in connection with any action or
proceeding brought thereon, and upon notice from the Indemnified Party, the
Participating Institution shall, subject to ORS Chapter 180 (or any successor provision of
law), defend it in any such action or proceeding at the Participating Institution’s expense,
and shall pay all attorney’s fees and expenses of the Indemnified Parties incurred in
connection therewith at trial, on appeal or otherwise related to the claim for which
indemnification is provided hereunder, and against all other liabilities arising from the
issuance of the Bonds on behalf of the Participating Institution and any fees and costs
incurred by the Indemnified Parties in responding to any U.S. Department of the Treasury
Internal Revenue Service (the “IRS”) audit, U.S. Securities and Exchange Commission
(the “SEC”) inquiry or any Federal, State or regulatory action or proceeding with respect
to the Bonds or the Project. The Authority and the State Treasurer may employ, at the
Participating Institution’s expense, any legal counsel or experts required in responding to
any IRS audit, SEC inquiry or any other Federal, State or regulatory action or proceeding
with respect to the Bonds or the Project. The foregoing indemnification and hold
harmless agreement shall be and remain in full force and effect notwithstanding the
failure or refusal, for any reason, of the Authority or the State Treasurer to proceed with
the issuance of the Bonds. Notwithstanding anything to the contrary contained herein,
the Participating Institution shall have no liability to indemnify the Indemnified Parties
against claims or damages resulting from the Indemnified Parties’” own willful
misconduct.
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SECTION 3. MISCELLANEOUS. The State of Oregon, the State Treasurer, the Authority
and their respective officials, officers, members and employees, and Orrick, Herrington &
Sutcliffe LLP and PFM Financial Advisors, LLC, and each of them individually, shall be third
party beneficiaries of this agreement with respect to payment of their respective fees, with the
right to enforce the provisions of this agreement directly and individually and without joining
any other beneficiary hereof.

This agreement shall be governed by and construed in accordance with the laws of the
State of Oregon.

This agreement shall be binding upon the parties hereto and their respective successors
and assigns.

This agreement may be executed in several counterparts, each of which shall be an
original and all of which shall constitute but one and the same instrument.
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IN WITNESS WHEREOF, the Authority and the Participating Institution have caused
this Preliminary Agreement to be executed and delivered by their duly authorized officers or
representatives as of the date first set forth above.

OREGON FACILITIES AUTHORITY

By:

Gwendolyn Griffith, Executive Director

ACADEMY FOR CHARACTER EDUCATION,
AS PARTICIPATING INSTITUTION

By:
Printed:
Title:

034439\00270\13985911v1
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MEMORANDUM

TO: Members of the Oregon Facilities Authority
Gwendolyn Griffith, Executive Director
Jessica Morgan, Associate Executive Director

FROM: Carol J. McCoog
Jennifer B. Cérdova

DATE: September 4, 2022

RE: Preliminary Approval for Santiam Memorial Hospital SNAP Loan

Santiam Memorial Hospital (the “Borrower”), an Oregon nonprofit corporation and a 501(c)(3)
organization, is seeking preliminary approval for the issuance of an Oregon Facilities Authority
SNAP Loan in an approximate principal amount of $5,000,000.

Background

The Borrower will use the SNAP Loan proceeds to finance the acquisition and implementation
of EPIC healthcare software, including required hardware.

The Borrower will obtain financing through Key Government Finance, Inc. (the “Lender”) with
an interest-only loan through May 1, 2023 followed by monthly payments for 5 years based on
level amortization to maturity. The interest rate will be locked after preliminary approval based
on market conditions at the time of the lock and timing to close.

Initial Scoping Call and Review of Application

We have conducted an initial scoping call with the Borrower and reviewed its application. Based
on the information provided, as of the time we are submitting this memorandum, we have
identified the following issues that may affect either the size of the SNAP Loan or our ability to
proceed with the SNAP Loan. Other issues may arise as we conduct further due diligence during
the issuance process.

. We will conduct due diligence on the Borrower’s 501(c)(3) status in order to determine
that its 501(c)(3) status is current and that, from our perspective, there is nothing that materially,
adversely affects its status. If we are not ultimately satisfied that the Borrower’s status is current
and that there is nothing that would materially, adversely affect this status, we will not proceed
with the issuance of the SNAP Loan.

3725353.1 046300 CORR



Memorandum
September 4, 2022
Page 2

. We will conduct due diligence on the uses of the assets being financed through the SNAP
Loan to determine whether all such costs qualify for tax-exempt financing and whether there will
be private business use or unrelated trade or business use that may exceed the IRS limitations.

Recommendation

Based on participation in the scoping call and our review of the application, we recommend the
Borrower for preliminary approval of a SNAP loan.

Next Steps

Assuming the Board grants preliminary approval for the Samaritan Memorial Hospital SNAP
Loan, we will conduct our standard 501(c)(3) tax due diligence, and we anticipate that the Bank
will schedule a kick-off call to review outstanding issues and establish a schedule for the
financing.
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State of Oregon
Oregon Facilities Authority

Resolution No. 2022-9
Adopted: September 12, 2022

A resolution of the Oregon Facilities Authority recommending that the State
Treasurer issue a small nonprofit accelerated program (SNAP) loan for the
purposes described herein, authorizing the execution and delivery of a
preliminary agreement by and between the Authority and the Participating
Institution proposing the project described below, and authorizing and
determining other matters with respect thereto.

WHEREAS, the Oregon Facilities Authority, a body politic and corporation duly created
and existing under the laws of the State of Oregon (the “Authority”) is authorized and
empowered by the provisions of ORS Chapter 289, as amended (the “Act”), to recommend to
the State Treasurer the issuance of revenue bonds, as defined in ORS 289.005(1)(b), for the
purpose of financing or refinancing the acquisition, construction and equipping of “projects” as
defined in the Act, and the lending of the proceeds of such revenue bonds to participating
institutions in connection therewith; and

WHEREAS, Santiam Memorial Hospital, an Oregon nonprofit corporation and 501(c)(3)
organization (the “Participating Institution™), has filed with the Authority a substantially
complete application to finance the acquisition and implementation of EPIC healthcare software,
including required hardware (the foregoing being herein collectively called the “Project”);
which application has been reviewed by the Executive Director of the Authority, the Authority’s
bond counsel for the Authority’s small nonprofit accelerated program (“SNAP”) loan and the
Authority’s financial advisor; and

WHEREAS, in said application the Participating Institution has requested that the
Authority consider recommending that the State Treasurer issue a SNAP loan under the Act (the
“Loan”) in an approximate principal amount of $5,000,000, and to lend the proceeds of the Loan
to the Participating Institution for the purposes described above and paying the related costs
associated therewith and with the issuance of the Loan;

NOW, THEREFORE, be it resolved by the members of the Authority as follows:

Section 1. Eligibility. The Authority, based upon the advice of Hawkins Delafield &
Wood LLP, bond counsel for the Authority’s SNAP loans (“Bond Counsel”), hereby finds and
determines that the Project qualifies as a “project” within the meaning of the Act. The Authority
further finds and determines that the financing and refinancing of the Project will promote the
public purposes sought to be advanced by the Act.
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Section 2. Recommendation to Issue SNAP Loan. The Authority hereby recommends
that the State Treasurer declare his intent to issue the Loan in the approximate principal amount
of $5,000,000, and to lend the proceeds of the Loan to the Participating Institution for the
purposes described above; provided, however, that

Q) prior to the issuance of the Loan, the Authority and the State Treasurer
shall have been advised by Bond Counsel that all legal requirements for the issuance of
the Loan have been fully met and complied with;

(i) in the event that the Loan is issued for the purpose of financing and
refinancing the Project, the Loan shall be payable solely and only from the specific
properties and revenues pledged thereto and shall not constitute a debt of the State of
Oregon or a lending of the credit of the State of Oregon within the meaning of any
constitutional or statutory limitation or a charge upon any properties or revenues of the
State of Oregon or the Authority not specifically pledged thereto, and no holder of the
Loan shall have the right to enforce the payment of any amounts owing under or with
respect to the Loan out of any properties or revenues of the State of Oregon or the
Authority not specifically pledged thereto; and

(iii)  the Authority shall retain at all times complete and absolute discretion as
to whether or not to proceed with the issuance of the Loan for the purpose of financing or
refinancing the Project, and may refuse to proceed therewith for any reason deemed
sufficient by the Authority notwithstanding that all legal requirements for the issuance of
the Loan may have been met and fully complied with.

Section 3. Preliminary Agreement. The form of Preliminary Agreement attached
hereto as Exhibit A is hereby approved. The Executive Director of the Authority is hereby
authorized, empowered and directed, for and on behalf of the Authority, to execute and deliver
such Preliminary Agreement in substantially the form approved but with such variations,
changes, omissions and insertions as may be necessary or appropriate and not inconsistent with
the provisions of applicable law.

Section 4. Appointment of Attorney-in-Fact. Bond Counsel is hereby appointed the
Authority’s attorney-in-fact for the purpose of applying for any rulings from the Internal
Revenue Service that may be required in connection with the Loan and for filing, signing and
taking any other actions on behalf of the Authority in connection with any such ruling request.

Section 5. Post-Issuance _Compliance. The Authority hereby resolves that the
Participating Institution is not subject to the requirements of Section Il of the Post-lssuance
Disclosure Compliance Requirements of the State of Oregon Oregon Facilities Authority Post-
Issuance Tax and Disclosure Compliance Policies and Procedures adopted by the Authority on
December 5, 2012.

Section 6. Effectiveness; Conflicting Resolutions. This resolution shall be effective
immediately upon its adoption. All resolutions of the Authority and parts thereof which are in
conflict with the terms of this resolution shall be, and they hereby are, rescinded, but only to the
extent of such conflict.
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Certification of Resolution

The undersigned does hereby certify that 1 am the duly appointed, qualified and acting
Executive Director of the Oregon Facilities Authority; that the foregoing is a true and complete
copy of Resolution No. 2022-9 as adopted by said Authority at a meeting duly called and held in
accordance with law on September 12, 2022; and that the following members of the Authority
voted in favor of said Resolution:

the following members of the Authority voted against said Resolution:

and the following members of the Authority abstained from voting on said Resolution:

In witness whereof, the undersigned has hereunto set her hand as of this 12th day of
September, 2022.

Gwendolyn Griffith, Executive Director
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Preliminary Agreement
Oregon Facilities Authority SNAP Loan

Between
SANTIAM MEMORIAL HOSPITAL

and

Oregon Facilities Authority

This Preliminary Agreement is entered into as of the 12" day of September, 2022 by
and between the Oregon Facilities Authority, a public body corporate and politic duly created
and existing under the laws of the State of Oregon (the “Authority”), and Santiam Memorial
Hospital, an Oregon nonprofit public corporation and 501(c)(3) organization (the
“Participating Institution”).

Premises:

WHEREAS, the Authority is authorized and empowered by the provisions of ORS
Chapter 289, as amended (the “Act”), to recommend to the State Treasurer the issuance of
revenue bonds, as defined in ORS 289.005(1)(b) for the purpose of financing or refinancing the
acquisition, construction and equipping of “projects” as defined in the Act, and the lending of the
proceeds of such revenue bonds to participating institutions in connection therewith; and

WHEREAS, the Participating Institution has filed with the Authority a substantially
complete application to finance the acquisition and implementation of EPIC healthcare software,
including required hardware (the foregoing being herein collectively called the “Project”)
through the Authority’s Small Nonprofit Accelerated Program (“SNAP”); and

WHEREAS, in its application the Participating Institution has requested that the
Authority consider recommending that the State Treasurer issue a SNAP loan under the Act (the
“Loan”) in an approximate principal amount of $5,000,000 (the “Principal Amount”), and lend
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the proceeds of the Loan to the Participating Institution for the purposes described above and
paying the related costs associated therewith and with the issuance of the Loan;

WHEREAS, the Authority has adopted a resolution pursuant to which it has
recommended that the State Treasurer issue the Loan under the Act for the purposes described
above; and

WHEREAS, the State Treasurer has indicated in writing his intent to issue the Loan
under the Act for the purposes described above;

NOW, THEREFORE, for and in consideration of the premises and the mutual
undertakings of the parties as set forth herein, the Authority and the Participating Institution
hereby agree as follows:

Section 1. Undertakings on the Part of the Authority. Subject to the terms and
conditions stated herein, the Authority agrees and represents as follows:

(@) Issuance of Loan. The Authority will, subject to the terms hereof and
upon satisfaction by the Participating Institution of all conditions stated herein and all
other conditions imposed on the Participating Institution by the Authority prior to
issuance of the Loan and upon compliance with all requirements of applicable law, take
such further actions as may be necessary or appropriate to recommend that the State
Treasurer issue the Loan under the Act in the Principal Amount, and lend the proceeds of
the Loan to the Participating Institution for the purposes described above, which Loan
shall be payable solely and only out of the loan payments paid by the Participating
Institution pursuant to a SNAP loan financing agreement to be entered into by the
Participating Institution.

(b)  Other Actions. Subject to the terms hereof and upon satisfaction by the
Participating Institution of all conditions stated herein and all other conditions imposed
on the Participating Institution by the Authority or the State Treasurer prior to issuance of
the Loan and upon compliance with all requirements of applicable law, the Authority will
take such action within its lawful powers as may be necessary and advisable to
recommend that the State Treasurer authorize, issue the Loan and lend the Loan proceeds
to the Participating Institution for the purposes described above, all as authorized by law
and as mutually satisfactory to the State Treasurer, the Participating Institution and the
Authority.

The foregoing undertakings of the Authority are hereby qualified by and subject in all
respects to the following conditions and understandings:

Q) Compliance with Applicable Law. Prior to the issuance of the Loan, the
Authority and the State Treasurer shall have been advised by Hawkins Delafield & Wood
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LLP (“Bond Counsel”) that all legal requirements for the issuance the Loan have been
fully met and complied with.

(i) Loan to be Limited Obligation. In the event that the Loan is issued for
the purpose of financing and refinancing the Project, the Loan shall be payable solely and
only from the specific properties and revenues pledged thereto and shall not constitute a
debt of the State of Oregon or a lending of the credit of the State of Oregon within the
meaning of any constitutional or statutory limitation or a charge upon any properties or
revenues of the State of Oregon or the Authority not specifically pledged thereto, and no
holder of the Loan shall have the right to enforce the payment of any amounts owing
under or with respect to the Loan out of any properties or revenues of the State of Oregon
or the Authority not specifically pledged thereto. The Participating Institution
understands that the SNAP loan financing agreement to be entered into in connection
with the Loan will provide that amounts payable thereunder will be sufficient to pay the
principal of and the interest on, and redemption premium, if any, of the Loan as and when
the same become due and payable.

(iti)  Discretion to Determine Whether to Proceed. The Authority and the
State Treasurer shall each retain at all times complete and absolute discretion as to
whether or not to proceed with the issuance of the Loan for the purposes described above,
and each may refuse to proceed therewith for any reason deemed by either to be
sufficient notwithstanding that all legal requirements for the issuance of the Loan may
have been met and fully complied with.

Section 2. Undertakings on the Part of the Participating Institution. The
Participating Institution agrees as follows:

(@) Completion_of Project. If the Loan is issued as requested by the
Participating Institution, it is the intent of the Participating Institution to diligently cause
the Project to be completed at the earliest practicable time and to cause the Project to be
operated in the manner and for the purposes previously disclosed to the Authority in the
Participating Institution’s application. If the Loan proceeds are not sufficient to complete
the financing of the Project, the Participating Institution agrees to cause the Project to be
completed at the Participating Institution’s expense. The Authority makes no
representation or warranty that the proceeds of the Loan will be sufficient to accomplish
the Project as planned by the Participating Institution, and the Participating Institution
hereby acknowledges and agrees that it assumes all risks associated with such potential
insufficiency.

(b) Cooperation with the Authority and Treasurer. The Participating
Institution will cooperate with the State Treasurer, the Authority, Bond Counsel and the
Authority’s financial advisor in all matters relating to the issuance of the Loan.
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(©) Arrangements for _the Lender. The Participating Institution
acknowledges and agrees that it shall have sole responsibility for arranging a lender of
the Loan, and acknowledges that under the Act the State Treasurer has the ultimate
authority to approve lender under the SNAP loan program. At the request of the
Participating Institution, the State Treasurer has approved Key Government Finance, Inc.,
as the lender (the “Lender™).

(d) Execution and Delivery of SNAP Loan Financing Agreement. At the
time of issuance of the Loan, the Participating Institution will deliver an executed SNAP
loan financing agreement with the State Treasurer (acting as issuer of the Loan on behalf
of the State of Oregon and the Authority), under which terms the Participating Institution
will agree to pay the loan payments sufficient in the aggregate to pay the principal of and
interest on, and redemption premium, if any, of the Loan as and when the same shall
become due and payable. The SNAP loan financing agreement shall contain a provision
that the Participating Institution shall indemnify and hold the Authority and the State of
Oregon harmless from all liabilities incurred in connection with the requested financing
and the placement of the Loan.

(e) Further_Actions. The Participating Institution will take such further
action and adopt such further proceedings as may be required to implement the terms and
provisions of this Preliminary Agreement. The Participating Institution shall obtain all
necessary governmental approvals and opinions of Bond Counsel in order to insure the
legality and the exclusion of interest on the Loan from gross income for federal income
tax purposes. In addition, the Participating Institution shall make no use of the Loan
proceeds so as to cause the Loan to be classified as an “arbitrage bond” within the
meaning of Section 148 of the Internal Revenue Code of 1986, as amended.

()] Reimbursement for Expenses. Regardless of whether or not the Loan is
actually issued, the Participating Institution will reimburse the Authority and the State
Treasurer for all reasonable and necessary direct and indirect expenses incurred in
connection with the consideration and processing of the application for Loan financing
and the preparation of the Loan for issuance, which expenses shall be itemized on an
invoice sent by the Authority to the Participating Institution and paid within 30 days of
the date of such invoice. If the Loan is issued, the Participating Institution will pay to the
Authority its usual and customary annual administrative fee according to Authority
policy (as the same may be modified from time to time) and its issuance fee.

(9) Fees and Expenses of State, Bond Counsel and Financial Advisor. The
Participating Institution hereby agrees to pay the fees and expenses of the Authority, the
State Treasurer, Bond Counsel, and PFM Financial Advisors LLC, financial advisor to
the Authority, as those fees are in effect on the date of closing. The fees currently in
effect are shown in the attached Appendix A. The Participating Institution shall pay
these fees and expenses at the time of the issuance the Loan; provided, however, that with
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This agreement shall be binding upon the parties hereto and their respective successors
and assigns.

This agreement may be executed in several counterparts, each of which shall be an
original and all of which shall constitute but one and the same instrument.

IN WITNESS WHEREOF, the Authority and the Participating Institution have caused
this Preliminary Agreement to be executed and delivered by their duly authorized officers or
representatives as of the date first set forth above.

Oregon Facilities Authority

By:

Gwendolyn Griffith
Its Executive Director

SANTIAM MEMORIAL HOSPITAL

as Participating Institution

By:
Name:
Title:
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Appendix A

Oregon Facilities Authority
SNAP Loan Program Fee Schedule

As of July 2022

OFA Fees:
Initial Application:  $500

Processing Fee: 0.5% of the amount of the loan, up to $600,000, plus
0.3% of the amount of the loan in excess of $600,000

Note: For SNAP Loans closing after July 1, 2022 and before June 30, 2023, the
processing fee shall not exceed:

* For loans $1,000,000 or less, 65% of the amount calculated above;

* For loans greater than $1,000,000 but not more than $2,000,000, 70% of the
amount calculated above; and

* For loans greater than $2,000,000 but not more than $3,000,000, 75% of the
amount calculated above.

* For loans greater than $3,000,000 but not more than $5,000,000, 80% of the
amount calculated above.

Office of the State Treasurer Fees:
Closing Fee (based on principal amount):
e $5 million or less: $6,000.
e More than $5 million and less than $10 million: $12,000
e $10 million or more: $18,000.
OFA Bond Counsel:

Principal Amount of Loan Compensation Not to Exceed

Up to $500,000 $11,500

$500,001 - $1,500,000 $11,500 + .30% for the amount over $500,000

$1,500,001 to $5,000,000 $15,000+ .40% for the amount over $1,500,000

Over $5,000,000 $30,750 + .20% for the amount over $5,000,000
Appendix A to Preliminary Agreement — Santiam Memorial Hospital Page 1
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Financial Advisor Fee: $900
Other Borrower Fees: The Borrower may incur bank fees and fees for its own counsel,
which must issue a tax opinion on the 8501(c)(3) status of the Borrower and related matters.

Additional fees may apply for certain transactions.
Please consult the Executive Director.
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