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BKDLLP 400 W. Capitol Avenue, Suite 2500 // PO. Box 3647 // Little Rock, AR 72203-3647

CPAs & Advisors Q@ 501

Independent Accountants' Report

Board of Directors
KI1PP Delta Public Schools
Helena, Arkansas

We have examined the accompanying forecasted statements of financial position and related statements
of activities and cash flows of KIPP Delta, Inc. as of June 30, 2016 through 2020, and for the years then
ending. The management of KIPP Delta, Inc. isresponsible for the forecast. Our responsibility isto
express an opinion on the forecast based on our examination.

Our examination was made in accordance with attestation standards established by the American Institute
of Certified Public Accountants and, accordingly, included such procedures as we considered necessary to
evaluate both the assumptions used by management and the preparation and presentation of the forecast.
We believe that our examination provides a reasonable basis for our opinion.

I'n our opinion, the accompanying forecast is presented in conformity with guidelines for presentation of a
forecast established by the American Institute of Certified Public Accountants, and the underlying
assumptions provide a reasonable basis for management's forecast. However, there will usualy be
differences between the forecasted and actual results, because events and circumstances frequently do not
occur as expected, and those differences may be material. We have no responsibility to update this report
for events and circumstances occurring after the date of this report.

We have not audited, reviewed or compiled the accompanying historical financial statements of KIPP
Delta, Inc. as of and for the years ended December 31, 2011 through 2015 and, accordingly, do not
express an opinion or any other form of assurance on them.

BED L

June 16, 2016

Pra

Xity.:

2,1040 // fax 501.372.1250 // bkd.com




KIPP DELTA, INC.

Forecasted Statements of Financial Position
June 30, 2016 Through 2020

Assets

Current Assets

Cash and cash equivalents

Accounts receivable, net

Pledges receivable

Deposits

Total current assets

Cash and Cash Equivalents— Restricted Debt Service
Cash and Cash Equivalents— Restricted Debt Service Forrest City
Cash and Cash Equivalents— Restricted Debt service Beech Crest
Cash and Cash Equivalents— Restricted Debt Service Central/Bryles
Property and Equipment, Net

Total assets

Liabilities and Net Assets

Current Liabilities
Current maturities of long-term debt
Accounts payables and accrued expenses
Accrued interest
Total current liabilities
Long-term Debt
Total liabilities

Net Assets
Unrestricted

Temporarily restricted
Total net assets

Total liabilities and net assets

2016 2017 2018 2019 2020
$ 2,999,335 2,878,907 $ 4146714 $ 4409834 $ 4,651,826
600,000 606,000 612,060 618,181 624,362
200,000 202,000 204,020 206,060 208,121
10,000 10,000 10,000 10,000 10,000
3,809,335 3,696,907 4,972,794 5,244,075 5,494,309
65,964 65,964 - - -
- - - 19,608 39,216
- - - 48,136 100,648
- - - - 42,960
14,189,170 22,039,852 29,198,924 28,246,243 27,269,968
$ 18,064,469 25802723 $ 34,171,718 $ 33558062 $ 32,947,102
2016 2017 2018 2019 2020
$ 359,190 10,871,536 $ 12,588,743 $ 489,924  $ 468,046
500,000 505,000 510,050 515,151 520,302
50,000 370,000 730,000 50,000 50,000
909,190 11,746,536 13,828,793 1,055,075 1,038,348
7,476,868 4,124,884 10,568,081 22,885,357 22,417,311
8,386,058 15,871,420 24,396,874 23,940,431 23,455,659
8,678,411 8,931,302 8,774,844 8,617,631 8,491,443
1,000,000 1,000,000 1,000,000 1,000,000 1,000,000
9,678,411 9,931,302 9,774,844 9,617,631 9,491,443
$ 18,064,469 25802723 $ 34,171,718 $ 33558062 $ 32,947,102
2

See Assumptions and Notes to Forecasted Financial Statements



Forecasted Statements of Activities

KIPP DELTA, INC.

Years Ending June 30, 2016 Through 2020

Unrestricted Revenues, Gains and Other Support

State assistance

Federal assistance

Contributions, gifts and donations
Activity revenue

Net assets released from restrictions

Total unrestricted revenues, gains and other support

Expenses
Salaries and wages
Staff recruitment & development
Direct student expenses
Other operating & prof. services
Foundation fees
KIPP through college services
Transportation services
Food services
Custodial services
Central office expense

Insurance, Maintenance, I T, Utilities and Leases

Assets not capitalized
Interest
Depreciation

Total expenses

Changein Unrestricted Net Assets
Temporarily Restricted Net Assets
Contributions, gifts and donations
Net assets released from restrictions
Changein Temporarily Restricted Net Assets
Changein Net Assets
Net Assets, Beginning of Year

Net Assets, End of Year

2016 2017 2018 2019 2020
$ 11953386 $ 12495776 $ 16125346 $ 18165112 $ 19,836,151
3,670,094 3,911,861 4,533,824 5,398,714 6,035,021
4,137,563 2,000,000 1,000,000 1,000,000 1,000,000
184,057 197,310 226,879 252,162 273,030
1,012,559 1,000,000 1,000,000 1,000,000 1,000,000
20,957,659 19,604,947 22,886,049 25,815,987 28,144,202
8,379,844 8,879,396 10,800,484 11,988,867 13,143,882
305,314 401,953 497,104 546,517 593,735
1,031,604 1,179,754 1,446,417 1,602,652 1,755,514
198,882 200,249 267,082 203,511 316,190
63,201 79,930 98,911 116,321 133,268
952,246 565,442 612,139 721,178 762,928
997,932 1,041,476 1,358,510 1,566,110 1,766,252
1,327,826 1,544,760 1,944,568 2,170,251 2,372,587
312,236 351,449 387,276 471,605 485,718
2,467,846 2,359,427 2,534,229 2,645,797 2,742,586
994,563 1,658,178 1,404,507 1,595,656 1,843,283
110,232 181,608 306,903 323,222 355,356
363,029 209,968 426,563 768,221 815,019
666,197 689,465 957,814 1,163,293 1,184,073
18,171,042 19,352,056 23,042,506 25,973,201 28,270,390
2,786,617 252,801 (156,458) (157,213) (126,188)
1,000,000 1,000,000 1,000,000 1,000,000 1,000,000
(1,012,559) (1,000,000) (1,000,000) (1,000,000) (1,000,000)
(12,559) - : . ]
2,774,058 252,801 (156,458) (157,213) (126,188)
6,904,353 9,678,411 9,931,302 9,774,844 9,617,631
$ 9678411 $ 9931302 $ 9774844 $ 9617631 $ 9491443

3

See Assumptions and Notes to Forecasted Financial Statements



KIPP DELTA, INC.

Forecasted Statements of Cash Flows
Years Ending June 30, 2016 Through 2020

2016 2017 2018 2019 2020
Operating Activities
Change in net assets $ 2774058 $ 252891 $ (156,458) $ (157,213) $ (126,188)
Items not requiring operating cash:
Depreciation 666,197 689,465 957,814 1,163,293 1,184,073
Changesin:
Accounts receivable 34,255 (6,000) (6,060) (6,121) (6,182)
Pledges receivable (68,543) (2,000) (2,020) (2,040) (2,061)
Accounts payable, accrued expenses and accrued interest (126,180) 325,000 365,050 (674,900) 5,152
Net cash provided by
operating activities 3,279,787 1,259,357 1,158,326 323,019 1,054,794
Investing Activities
Increasein restricted cash - - 65,964 (67,744) (115,080)
Purchase of property and equipment (2,530,868) (8,540,147) (8,116,886) (210,612) (207,798)
Net cash used in
investing activities (2,530,868) (8,540,147) (8,050,922) (278,356) (322,878)
Financing Activities
Proceeds from issuance of long-term debt 1,361,180 10,554,200 21,545,000 12,807,200 -
Principal payments on long-term debt (645,857) (3,393,838) (13,384,597) (12,588,743) (489,924)
Net cash provided by
financing activities 715,323 7,160,362 8,160,403 218,457 (489,924)
Increase (Decrease) in Cash
and Cash Equivalents 1,464,242 (120,428) 1,267,807 263,120 241,992
Cash and Cash Equivalents,
Beginning of Year 1,535,093 2,999,335 2,878,907 4,146,714 4,409,834
Cash and Cash Equivalents,
End of Year $ 2,999,335 $ 2878907 $ 4,146,714 $ 4,409,834 $ 4,651,826

See Assumptions and Notes to Forecasted Financial Statements 4



KIPP DELTA, INC.

Forecasted Financial Indicators
Years Ending June 30, 2016 Through 2020

Profitability Indicators
Total margin (change in net assets/ total revenues)
Cash flow margin ((change in net assets + depreciation +
interest) / total revenue)
Return on equity (change in net assets/ net assets)

Liquidity Indicators
Current ratio (current assets/ current liabilities)
Days cash on hand (cash / ((total expense — depreciation) / 365 days))

Capital Structure Indicators
Equity financing (net assets/ total assets)
Debt service coverage ratio ((change in net assets +
depreciation + interest) / (current portion of long-term debt +
interest))
Long-term debt to capitalization (long-term debt / (LTD + net assets)

Cost Indicators
Salaries to operating expenses (salary expense / total operating expenses)
Average age of facility (accumulated depreciation / depreciation expense)

2016 2017 2018 2019 2020
13.2% 1.3% -0.7% -0.6% -0.4%
18.1% 5.9% 5.4% 6.9% 6.7%
28.7% 2.5% -1.6% -1.6% -1.3%

4.19 0.31 0.36 497 5.29
62.5 56.3 68.5 64.9 62.7
53.6% 38.5% 28.6% 28.7% 28.8%
5.27 0.10 0.09 141 1.46
43.6% 29.3% 51.9% 70.4% 70.3%
54.6% 52.9% 53.8% 53.1% 53.2%

7.7 85 7.1 6.9 7.7

See Assumptions and Notes to Forecasted Financial Statements



KIPP DELTA, INC.

Historical Statements of Financial Position
June 30, 2011 Through 2015

Assets
2011 2012 2013 2014 2015
Audited Audited Audited Audited Audited
Current Assets
Cash and cash equivaents $ 826,407 $ 1,050,521 $ 1,006,180 $ 1274689 $ 491,357
Cash and cash equivalents — restricted 510,281 371,295 715,958 1,313,960 1,043,736
Total cash and cash equivalents 1,336,688 1,421,816 1,722,138 2,588,649 1,535,093
Accounts receivable, net 190,172 297,290 397,680 465,959 634,255
Pledges receivable 722,324 645,075 117,500 89,400 131,457
Deposits - - 10,000 12,000 10,000
Total current assets 2,249,184 2,364,181 2,247,318 3,156,008 2,310,805
Property and Equipment, Net 8,640,209 11,539,343 11,605,572 11,537,132 12,324,499
Total assets $ 10,889,393 $ 13903524 $ 13,852,890 $ 14,693,140 $ 14,635,304
Liabilities and Net Assets
2011 2012 2013 2014 2015
Audited Audited Audited Audited Audited
Current Liabilities
Line of credit $ - $ - % - $ - % 380,000
Current maturities of long-term debt 119,906 199,069 219,501 232,347 268,727
Current maturities of capital leases 29,536 74,453 127,121 128,468 104,615
Accounts payable 148,482 369,153 241,945 292,117 478,543
Accrued interest payable 22,957 35,231 77,070 123,265 131,673
Total current liabilities 320,881 677,906 665,637 776,197 1,363,558
Other Long-term Liabilities 59,650 80,568 86,859 141,597 104,732
L ong-term Debt 4,729,810 7,252,487 7,304,459 6,795,141 6,262,661
Total liabilities 5,110,341 8,010,961 8,056,955 7,712,935 7,730,951
Net Assets
Unrestricted 4,538,301 4,899,930 5,212,703 5,773,805 5,891,794
Temporarily restricted 1,240,751 992,633 583,232 1,206,400 1,012,559
Total net assets 5,779,052 5,892,563 5,795,935 6,980,205 6,904,353
Total liabilities and net assets $ 10,889,393 $ 13903524 $ 13852800 $ 14,693,140 $ 14,635,304
See Assumptions and Notes to Forecasted Financial Statements 6



KIPP DELTA, INC.

Historical Statements of Activities
Years Ended June 30, 2011 Through 2015

2011 2012 2013 2014 2015
Audited Audited Audited Audited Audited
Unrestricted Revenues, Gains and Other
Support
State assistance $ 440979 $ 6,124,317 $ 8,301,738 $ 8,874,717 $ 10,000,623
Federal assistance - - - - -
Contributions, gifts and donations 613,204 569,230 762,038 2,007,729 1,342,504
Activity revenue 51,693 52,225 43,210 41,862 61,435
Tuition - - - 34,944 57,211
Earnings on investments 3,300 3,268 3,660 3,188 3,413
Other revenue 38,099 41,773 42,856 232,969 128,737
Net assets released from restrictions 2,988,239 3,493,091 3,780,858 4,493,285 4,986,770
Total unrestricted revenues, gains and
other support 8,104,331 10,283,904 12,934,360 15,688,694 16,580,693
Expenses
Regular programs 2,018,325 2,621,192 3,258,492 3,727,495 3,796,910
Special education 357,307 388,171 624,647 329,267 629,832
Compensatory education 718,777 817,041 1,235,212 1,704,260 1,686,739
Other instructional services 2,080 60,211 63,287 - -
Student support services 115,262 223,321 502,074 675,361 891,788
Instructional staff support service 401,601 700,019 1,153,730 1,581,501 1,544,921
General administration support services 570,313 586,736 580,848 767,319 839,937
School administration support services 979,713 1,243,132 1,462,166 1,745,297 1,969,601
Business support services 133,291 126,541 288,592 333,126 375,745
Operation and maintenance of plant service 874,126 1,380,227 1,266,924 1,611,618 1,707,350
Student transportation services 556,217 720,121 786,203 810,604 915,649
Other support services 211,062 159,139 233,247 417,911 517,614
Food services operations 489,408 621,245 840,434 1,024,204 1,226,528
Community support services - - - - 311
Interest expense 250,116 275,179 325,731 399,629 359,779
Total expenses 7,677,598 9,922,275 12,621,587 15,127,592 16,462,704
Changein Unrestricted Net Assets 426,733 361,629 312,773 561,102 117,989
Temporarily Restricted Net Assets
State assistance 2,284 3,107 4,027 78,629 5,826
Federal assistance 2,174,273 2,235,059 2,582,795 3,892,453 3,608,139
Contributions, gifts and donations 565,640 965,848 732,425 1,093,974 1,138,833
Other revenue 34,487 40,959 52,210 51,397 40,131
Net assets released from restrictions (2,988,239) (3,493,091) (3,780,858) (4,493,285) (4,986,770)
Changein Temporarily Restricted Net Assets (211,555) (248,118) (409,401) 623,168 (193,841)
Changein Net Assets 215,178 113,511 (96,628) 1,184,270 (75,852)
Net Assets, Beginning of Year 5,563,874 5,779,052 5,892,563 5,795,935 6,980,205
Net Assets, End of Year $ 5779052 $ 5,892,563 $ 5795935 $ 6,980,205 $ 6,904,353

See Assumptions and Notes to Forecasted Financial Statements 7



KIPP DELTA, INC.

Historical Statements of Cash Flows
Years Ended June 30, 2011 Through 2015

2011 2012 2013 2014 2015
Audited Audited Audited Audited Audited
Operating Activities
Change in net assets $ 215,178 113511 $ (96,628) $ 1,184,270 $ (75,852)
Items not requiring operating cash:
Depreciation 456,095 624,178 724,930 878,829 888,002
Gain on sale of property - - - (250,000) (250,000)
Changesin:
Accounts receivable 543,397 (107,118) (100,390) (68,279) (168,296)
Pledges receivable 160,560 77,249 527,575 28,100 (42,057)
Deposits - - (10,000) (2,000) 2,000
Accounts payable 78,745 220,671 (127,208) 50,172 186,426
Accrued interest payable 921 12,274 41,839 46,195 8,408
Net cash provided by
operating activities 1,454,896 940,765 960,118 1,867,287 548,631
Investing Activities
Purchase of property and equipment (1,003,265) (3,398,312) (616,159) (579,524) (1,586,469)
Net cash used in
investing activities (1,003,265) (3,398,312) (616,159) (579,524) (1,586,469)
Financing Activities
Principal payments on capital leases
and long-term debt (484,485) (340,396) (304,565) (421,252) (395,718)
Proceeds from note payable - - - - 380,000
Proceeds from long-term debt 200,000 2,883,071 260,928 - -
Net cash provided by (used in)
financing activities (284,485) 2,542,675 (43,637) (421,252) (15,718)
Increase (Decrease) in Cash
and Cash Equivalents 167,146 85,128 300,322 866,511 (1,053,556)
Cash and Cash Equivalents,
Beginning of Year 1,169,542 1,336,688 1,421,816 1,722,138 2,588,649
Cash and Cash Equivalents,
End of Year $ 1,336,688 1421816 $ 1,722,138  $ 2,588,649 $ 1,535,093
See Assumptions and Notes to Forecasted Financial Statements 8



KIPP DELTA, INC.

Historical Financial Indicators

Years Ended June 30, 2011 Through 2015

Profitability Indicators
Total margin (change in net assets/ total revenues)
Cash flow margin ((change in net assets +
depreciation + interest) / total revenue)
Return on equity (change in net assets/ net assets)

Liquidity Indicators
Current ratio (current assets/ current liabilities)
Days cash on hand (cash / ((total expense —
depreciation) / 365 days))

Capital StructureIndicators
Equity financing (net assets/total assets)
Debt service coverage ratio ((change in net assets
+ depreciation + interest) / (current portion of
long-term debt + interest))
Long-term debt to capitalization (Long-term debt /
(LTD + net assets)

Cost Indicators
Salaries to operating expenses (salary expense /
total operating expenses)
Average age of facility (accumulated depreciation /
depreciation expense)

2011 2012 2013 2014 2015
Audited Audited Audited Audited Audited

2.73% 1.13% -0.77% 7.26% -0.46%
11.67% 10.09% 7.62% 15.10% 7.15%
3.72% 1.93% -1.67% 16.97% -1.10%

7.01 3.49 3.38 4.07 1.69

67.56 55.81 52.84 66.31 35.98
53.07% 42.38% 41.84% 47.51% 47.18%

2.49 214 1.75 3.90 1.86
45.32% 55.45% 56.05% 49.84% 47.98%
14.35% 13.46% 13.58% 19.29% 23.68%

321 3.35 3.88 411 5.06

9

See Assumptions and Notes to Forecasted Financial Statements



KIPP DELTA, INC.

Assumptions and Notes to Forecasted Financial Statements
Years Ending June 30, 2016 Through 2020

Note 1. Basis of Assumptions

The accompanying presentation has been prepared to assist in assessing the ability of KIPP Delta,
Inc. (KIPP Delta) to meet the cash requirements of operations and other financial needs during the
period of thisfinancial forecast. Proceeds from the United States Department of Agriculture
(USDA) will be used by KIPP Deltato construct new school facilities and to refinance existing
debt. The underlying assumptions described herein are based on historical data, present
circumstances and other related currently available information.

The accompanying financia statement forecast represents, to the best of management's knowledge
and belief, KIPP Delta’ s expected financia position, changes in net assets and cash flows during
the forecast period. Accordingly, the forecast reflects management's judgment as of

June 16, 2016, the date of this forecast, of the expected conditions and its expected course of
action. The assumptions disclosed herein are those management believes are significant to the
forecast and are not al-inclusive. Variances between the forecasted and actual results can be
expected, as events and circumstances frequently do not occur as expected, and those variances
may be material. Management does not intend to update this financial statement forecast for these
expected variances.

Thisfinancial forecast is based on legidation and regulations currently in effect and those
management believes will be enacted based on the current legidative status. If future legislation or
regulations related to educational facilities are enacted or forecasted regulation changes do not
occur, the outcome of such legislation or regulations could have a material effect on future
operations.

The financia forecast has been prepared in accordance with the accounting principles generally
accepted in the United States of Americathat are expected to be used in the financial statement
presentations covering the period of the financial forecast, which are consistent with the principles
KIPP Delta usesin preparing its historical financial statements. Unless otherwise stated, all dates
used herein refer to KIPP Delta's fiscal year, which ends on June 30.

Note 2: Summary of Significant Accounting Policies

The significant accounting policies used by KIPP Deltain this forecast are based on those used in
the historical audited financial statements of KIPP Delta and those expected to be used by KIPP
Deltain the future. The significant accounting policies of the KIPP Delta are incorporated herein
by reference.

10



KIPP DELTA, INC.

Assumptions and Notes to Forecasted Financial Statements
Years Ending June 30, 2016 Through 2020

Nature of Operations

KI1PP Delta, Inc., formally KIPP Delta College Preparatory School, was incorporated in 2002 in the
state of Arkansas as a non-profit organization to operate one or more public charter schoolsin the
state of Arkansas. Currently, KIPP Delta operates six schools serving the Helena, Blytheville and
Forrest City areas. KIPP Delta Elementary Literacy Academy (Helena), KIPP Delta College
Preparatory School (Helena), KIPP Delta Collegiate High School (Helena), KIPP Blytheville
College Preparatory School (Blytheville), KIPP Blytheville Collegiate High School (Blytheville)
and KI1PP Forrest City College Preparatory School (Forrest City).

KIPP Delta plans to construct and operate additional classrooms opening in St. Francis, Phillips
and Mississippi Counties through 2020.

KIPP Delta School Locations

y
BLYTHEVILLE l

FORREST CITY N\
HE’_EHA-\_\ Y MISSISSIPPI COUNTY
N ST FRANCIS COUNTY
\““‘*a _— PHILLIPS COUNTY
~ -
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KIPP DELTA, INC.

Assumptions and Notes to Forecasted Financial Statements
Years Ending June 30, 2016 Through 2020

Use of Estimates

The preparation of financial statementsin conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Cash Equivalents

KIPP Delta considers al liquid investments with original maturities of three months or less to be
cash equivalents.

Accounts Receivable

Accounts receivable are stated at the amounts due from state and federal agencies. KIPP Delta
provides an allowance for doubtful accounts, when determined necessary, which is based upon a
review of outstanding receivables, historical collection information and existing economic
conditions.

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation. Depreciation is charged
to expense using the straight-line basis over the estimated useful life of each asset. Assets under
capital lease obligations are depreciated over the shorter of the lease term or their respective
estimated useful lives.

Donations of property and equipment are reported at fair value as an increase in unrestricted net
assets unless use of the assets is restricted by the donor. Monetary gifts that must be used to
acquire property and equipment are reported as restricted support. The expiration of such
restrictionsis reported as an increase in unrestricted net assets when the donated asset is placed in
service.

KIPP Delta capitalizes interest costs as a component of construction in progress for the proposed
school facility project (the Project), based on interest costs of borrowing specifically for the
Project.

Temporarily and Permanently Restricted Net Assets

Temporarily restricted net assets are those whaose use by KIPP Delta have been limited by donors
to a specific time period or purpose. Permanently restricted net assets are restricted by donorsto be
maintained in perpetuity. Management has forecasted that there will not be any permanently
restricted net assets during the forecast period.
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Years Ending June 30, 2016 Through 2020

Revenues

The KIPP Delta s revenue will come predominately from either state or federal assistance.
Management's assumptions regarding revenue are sensitive assumptions to this forecast. See Note
12 and Note 13 regarding Revenue from State and Federal Assistance.

Contributions

Unconditional promises to give cash and other assets are accrued at estimated fair value at the date
each promiseisreceived. Giftsreceived with donor stipulations are reported as either temporarily
or permanently restricted support. When a donor restriction expires, that is, when atime restriction
ends or purpose restriction is accomplished, temporarily restricted net assets are reclassified and
reported as an increase in unrestricted net assets. Donor-restricted contributions whose restrictions
are met within the same year as received are reported as unrestricted contributions. Conditional
contributions are reported as liabilities until the condition is eliminated or the contributed assets are
returned to the donor.

Deferred Revenue

Deferred revenue represents the unexpended portion of specia revenue funds from the federal
government and is deferred and recognized over the periods to which the fees rel ate.

Income Taxes

KIPP Delta has been recognized as exempt from income taxes under Section 501(c)(3) of the
Internal Revenue Code and a similar provision of state law. However, the KIPP Deltais subject to
federal income tax on any unrelated business taxable income. KPP Delta does not expect to incur
unrelated business taxable income during the forecast period.

Source

All assumptions were provided by management (Management) of KIPP Delta.

Classification Changes between Forecasted and Historical Periods

Certain classification changes have been made between the forecasted and historical statements of
financial position and statements of activities. These classification changes do not impact change
in net assets.

In the forecasted statements, federal assistance is recorded directly to unrestricted revenues;
however, in the historical statements, federal assistance is recorded as temporarily restricted donor
revenues then released from restrictions to unrestricted revenues. Furthermore, management
assumes KIPP will receive and expend donor restricted gifts of approximately $1,000,000 each
year; therefore, net assets released from donor restriction are approximately $1,000,000 in the
forecasted statements. These assumptions are estimated based on the historical experience of the
school with its donors.
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Additionally, there are changes in account groupings for activity revenues and other income (see
Note 15). This classification difference does not impact total revenues or change in net assets.

Furthermore, Generally Accepted Accounting Principles (GAAP) require not-for-profits, such as,
KIPP Deltato classify expenses by functional purpose. KIPP's historical audited statements
classify expenses into the following functional classifications: regular programs, specia education,
compensatory education, student support services, instructional staff support services, general
administration support services, school administration support services, business support services,
operation and maintenance of plant services, transportation services, other support services, food
services, community services and interest expense. These functional classifications include natural
cost center groupings, such as, salaries and benefits, professiona development, office supplies and

depreciation.

The combining of cost centers across functional programs, makes forecasting difficult for
management because student ratios and multipliers cannot easily be applied in atransparent
manner across time. The functional grouping of expenses also makesit difficult to ensure that all

known costs have been included.

Therefore, to ensure all known expenses are included in the financial model and to account for the
various growth stages of each KIPP Delta community, the expense categories for the forecasted
financial statements have been classified differently. A one-to-one comparison cannot be made
between the two expense classifications; however the below table provides a general crosswalk:

Forecasted Financials— Expense Categories

Equivalent Historical Audited — Expense Categories

Salaries and Wages

Personnel Costs (salaries and benefits) typically included in:
Regular Programs, Special Education, Compensatory
Education, Student Support Services, Instructional Staff
Support Services, General Administration Support Services,
School Administration Support Services and Business Support
Services.

Staff Recruitment and Development

Non-personnel related costs typically included in: Regular
Programs; Special Education; Compensatory Education; and
Instructional Staff Support.

Direct Student Expenses

Non-personnel related coststypically included in: Regular
Programs; Special Education; Compensatory Education; and
Student Support Services.
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Forecasted Financials— Expense Categories

Equivalent Historical Audited — Expense Categories

Other Operating and Professional Services

Non-personnel costs for other operating expenses typically
included in: Regular Programs; Student Support Services,
Instructional Staff Support Services; General Administration
Support Services; School Administration Support Services,
Operation and Maintenance of Plant Services; and Facilities
Acquisition and Construction.

Non-personnel costs for professional servicestypically
included for Regular Programs; General Administrative
Support Services; and School Administrative Support
Services.

Foundation Fees

Non-personnel costs included in School Administrative
Support Services.

KIPP Through College Services

Personnel and non-personnel expenses typically included in
Student Support Services.

Transportation Services

Personnel and non-personne expenses related to food
service across the region.

Food Services

Personnel and non-personne expenses related to food
service across the region.

Custodia Services

Personnel and non-personnel expenses related to General
Administrative Support Services and Operation and
Maintenance of Plant Services.

Central Office Expenses

Personnel and non-personnel expenses typically included in:
General Administrative Support Services; School
Administrative Support Services; Business Support Services,
Operating and Maintenance Plant Services; Other Support
Services; and Facilities Acquisition and Construction.

Insurance, Maintenance, | T, Utilities and Leases

Non-personnel expenses related to Operation and
Maintenance of Plant Services.

Insuranceis the categorized in the same way.

Information Technology (IT) isalso listed in the following:
Regular Programs; General Administrative Support Services,
School Administrative Support Services; and Facilities
Acquisition and Construction.

L ease expenses are also included in General Administrative
Support Services and School Administrative Support Services.
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Forecasted Financials— Expense Categories Equivalent Historical Audited — Expense Categories

Non-personnel expensestypically included in: Regular
Programs; Compensatory education; Instructional Staff
Assets not capitalized Support Services; General Administration Support Services;
School Administration Support Services, and Operation and
Maintenance of Plant Services.

Interest No change

Note 3: General Description of KIPP Delta Public Schools
History

KIPP Delta Public Schools was founded in Helena-West Helena, Arkansas, in 2002, to provide a
free, rigorous college-preparatory education to underserved students in the Arkansas Delta. Their
ultimate goal was to graduate students with the strength of character and academic abilities needed
to succeed in life—and in so doing, prove what is possible in public education. They promised to
do whatever was necessary to help students succeed. KIPP Deltais still making — and keeping —
the same promise today. They now lead six schools across the Arkansas Delta serving over 1,400
students and 190 alumni. Since opening, their schools have regularly outperformed local school
districts academically, and the work of many of their schools, staff, and students has been
recognized on local, statewide and national levels. To date, 99% of their high school graduates
have been accepted into college, and nearly 80% are currently persisting in or have graduated from
college.

KIPP Deltais part of the national “Knowledge |Is Power Program” (K1PP) network of 183 high-
performing public schools serving over 70,000 students across the country. Additional information
regarding KIPP Delta s relationship with the national KIPP program may be found in Attachment
IX. At KIPP, teachers, students, and families are all united around the same goal—college
graduation. Through their collective hard work and commitment, KI1PP students complete college
at aratethat is above the national average for all students and four times higher than students of
similar economic backgrounds. Their successisdriven by their focus on:

* High Expectations. Clearly defined and measurable high expectations for academic
achievement and conduct that creates and reinforces a culture of achievement and support.
We know that every student is different and we personalize learning based on a student’s
needs, skills and interests.

» Strength of Character: Successin life depends on more than academic learning. We help
students foster character strengths that are essential for their own success. And we empower
them to express their voice with power and to improve the world around them.

» Highly-Skilled Teachersand Leaders. Great schools require great teachers and school
leaders. We empower their school teams and invest in leadership and training rather thanin
bureaucracy.
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» Safe& Structured Environments: Physical and emotional safety is needed for students to
take risks and learn from their successes and their mistakes. Their schools provide a safe,
structured, and nurturing environment with minimal distractions so their students love school
and maximize their learning.

» KIPP Through College: Counselors and advisors support students as they prepare for and
select the right college for their needs and interests. After high school, we help KIPP alumni
navigate the social, academic and financial challenges they might encounter while in college.

In 2001, KIPP was recruited to Helena-West Helena, Arkansas, by a small group of community
leaders. Under the leadership of founding Principal Scott Shirey, KIPP Delta College Preparatory
School opened its doors to 65 fifth graders (the class of 2010) from the communities of Helena and
West Helenaon July 8, 2002. Almost 90 percent of the students qualified for the federal free or
reduced lunch program, and more than 95 percent were African-American. More importantly, they
all signed KIPP' s “Commitment to Excellence,” which is a promise between students, parents and
teachers to take measures for the purpose of increasing learning.

Basdline testing for the inaugural class revealed that the KIPP Delta students scored at the 17th
percentile in language arts and the 18th percentile in math on the Stanford norm-referenced tests.
By the end of the year, the same students increased their scoresto the 49th percentile in language
and the 45th percentile in math.

After four years, the Class of 2010 outperformed the state average in both mathematics and
literacy, where 66 percent and 95 percent of the students, respectively, scored proficient or
advanced on the Arkansas Benchmark Exams. Ninety-seven percent scored proficient or advanced
on the end-of-course algebra exam and received high school credit for agebra as eighth-graders.
More impressively, these eighth-grade students outperformed every public school in Eastern
Arkansas in reading, math and language on the state mandated norm-referenced I TBS tests in the
spring of 2006. In 2006, to continue to serve the rising Sth graders of the class of 2010, KIPP Delta
Collegiate High School was opened in Helena. By 2011, KIPP served 270 studentsin grades 5 — 8,
and the Class of 2011 achieved the same high academic results, with 67 percent scoring proficient
or advanced in math, 79 percent in literacy and 97 percent of Algebra studentsin the eighth grade
on the end-of-course algebra exam. The student body has remained 95 percent African-American
and more than 85 percent qualified for the federal free and reduced-price lunch program.

The middle school’ s early success was clear, and plans were soon made to expand KPP
throughout the Deltaregion. Scott Shirey took on the role of the school’ s executive director in
2008. KIPP DeltaElementary Literacy Academy was founded in 2009. That same year, KIPP
Deltaissued arequest for proposals to three high-poverty communities in the Delta—Blytheville,
Pine Bluff and West Memphis—to gauge their interest in and commitment to helping open their
first KIPP schools outside of Helena. They received enthusiastic support and media attention in
each community. The winning city, Blytheville, pledged $100K toward the operating budget of a
new KIPP school in its community each year.
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In 2010, KIPP Delta opened its first new middle school in Mississippi County, KIPP Blytheville
College Preparatory School. Community leaders and parents are now a part of its“Local
Development Council,” which servesin a fundraising, outreach and advisory role. BCPS currently
serves 278 students in grades 4-8 and will grow to serve more than 300 students.

Blytheville Collegiate High (BCHS) was founded in 2014 and is one of two high schoolsin the
KIPP Deltaregion. BCHS currently serves 121 studentsin grades nine and ten and will grow to
serve 240 studentsin grades 9-12 over the next two years.

Forrest City College Preparatory School (FCCPS) was founded in July of 2015 and currently
serves 72 studentsin the 5th grade. The school will grow to serve over 270 students in 5th through
8th grades over the next four years. FCCPS utilizes the successful learning models currently in
place at BCPS and DCPS in order to provide its students with an opportunity to receive a quality
education.

Today, KIPP Delta’ s primary goal is to ensure that the students they serve graduate from college at
the same rate (80%) as students from top-quintile income househol ds across the United States. It
intends to become one of the top performing college preparatory school systemsin Arkansasand is
already making significant progress toward thisgoal. KIPP Delta Collegiate High School has
consistently been ranked in the top 10 high schoolsin Arkansas by U.S. News and World Report.
On average, 93% of KIPP Delta s graduates attend a two or four year college, 98% of students
enroll in atwo-year, four-year or technical colleges within one year of graduating, and 99% of
seniors from the last five graduating classes have been accepted by a college or university. KIPP
Delta’ s strategic partnerships with severa universities have provided over $3.6 million in financia
support for its students and KIPP Delta s seniors have received well over $6 million in scholarships
since 2011.

Growth Plan

KIPP Deltais agrowing cluster of free, open-enrollment public charter schools that places
underserved students in the Arkansas Delta on the path to college. KIPP Delta currently conducts
its academic program at four locations across Helena-West Helena, one location in Blytheville and
one location in Forrest City.

The Deltaregion has long struggled with low education levels, high unemployment, high crime,
and declining population. Approximately 9.6 percent of residents have a college degree, compared
to the state average of 18.7 percent. Nearly all (92 percent) of the students are African-American,
and more than 90 percent qualify for free or reduced-price school lunches. Nevertheless, KIPP
Deltais preparing 100 percent of them for college.

Over the next five years, KIPP Deltawill grow to serve nearly 2,400 students in six schools, nearly
doubling demand and capacity in the communitiesit serves. With the addition of the Beech Crest
facility, the Helena campuses will grow to serve nearly 1,300 students. The Blytheville campuses,
with the Central facility, will be able to fully grow the existing high school and launch an
elementary school. The additional grade-levels combined with increased enrollment at existing
grade-levels will push KIPP Blytheville' stotal enrollment over 800 students. KIPP Forrest City
will grow its middle school from 5th to 9th grade.
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By 2020, Forrest City is expected to serve over 300 students. Through these strategic investments,
KIPP Delta expects to come closer to fulfilling its vision of ensuring that every child in the
Arkansas Deltareceives arigorous, college-preparatory education. Beyond 2020, KIPP Delta
plans to grow its Blytheville and Forrest City campus to serve over 1,000 studentsin each
community. KIPP Deltais also considering entering one to two additional Arkansas communities
for the purpose of establishing additional K-12 college preparatory systems.

KIPP Delta plans to complete five facility projects and refinance all existing facility debt-requiring
total of approximately $25.7 million over the next five years. To ensure the success of the plan,
KIPP Deltaraised $2.3 million and is seeking $19.6 million in debt financing from USDA for the
Beech Crest, Central and Bryles construction projects as well as the refinancing of existing Helena
and Blytheville facility debt. KIPP Delta plansto seek $3 million in aternate financing for the
Forrest City incubator and permanent campus projects as well as $800,000 of existing debt. The
projects comprise a leasehold improvement of an existing facility including amodular purchase,
the construction of a campus using modular building technology, and the renovation of two brick
and mortar facilities. These capital expenditures are expected to span a 27 month period divided
into three phases spanning February 2016 to July 2018.

Governance

KI1PP Deltais governed by athirteen-member board of directors. The current members of the
board of directors and their occupations are as follows:

Randy Zook, Board President

A native of McGehee, Arkansas, Mr. Randy Zook graduated from the University of Arkansas with
aBachelor of Science degreein business administration. Before serving as deputy director of the
Arkansas Economic Devel opment Commission (AEDC), he spent nearly 34 years with Atlantic
Envelope Company of Atlanta, serving as president and CEO of the $200 million company from
1989 to 2004. After hisretirement, he began his second career involved in economic development
efforts. In 2006, he served as chairman of the Central Ozarks Task Force for Economic
Development and currently serves as a member of the Melbourne Airport Commission.

Chalk Mitchéll, City Attorney

Mr. Chalk Mitchell grew up in Helena, Arkansas, and graduated from Eliza Miller High School
before pursing his undergraduate degree at Morehouse College and graduate degrees at both
Georgetown University Law Center and Harvard University. Heis currently Helena's City
Attorney. He serveson the board of several community groups in his hometown and recently
completed histerm as chair of KIPP Delta s Board of Directors.

Ron Nurnberg, Executive Director of Teach For America (TFA) in Mississippi

Mr. Ron Nurnberg has presided over the expansion of the Delta corps from 32 corps membersin
1996 to 520 in the 2010-2011 school year. Prior to joining TFA, Ron completed a master’s degree
in southern studies at the University of Mississippi.
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He also served as executive director of Main Street Helena, project coordinator for the Center of
Southern Culture in Oxford and Vicksburg, assistant director of Central College’s American
Program at Trinity College in Carmarthen, Wales, and operated a highly successful pub and
restaurant businessin St. Louis. His undergraduate degree is in business administration and
interpersonal communications.

Cathy Cunningham, Community Development Consultant, Southern Bancorp Community
Partners

Mrs. Cathy Cunningham is a community development consultant at Southern Bancorp Community
Partners and alongtime member of the KIPP Delta Board of Directors. She also sits on the boards
of several other local organizations including Southern Bancorp, the Helena-West Helena
Advertising and Promaotion Commission, and the Phillips Community College/University of
Arkansas Foundation. Past honors include being named the Phillips County citizen of the year in
2011 and receiving the “Beyond Z” award at the KIPP School Summit in 2006. Cathy received her
undergraduate degree from the University of Arkansas, Monticello and her graduate degree from
the University of Central Arkansas.

Don Frieson, Senior Vice President for Replenishment and Planning, Sam’s Club

Mr. Don Frieson joined the Sam’ s Club team in November 2012 as the SV P for Replenishment and
Planning. As part of Walmart International he most recently served as Chief Integration Officer for
Massmart Holdings, a chain of over 300 stores operating in 13 Sub-Saharan African nations. His
responsibilities included supply chain, merchandising, global sourcing and total integration
responsibilities into the Walmart business. Don is amember of the Retail, Hospitality, and
Tourism Board at the University of Tennessee, the Board of Regents for Morgan State University,
and the Morgan State University Foundation board. Don received abachelor’ s degreein
Operations Management from the University of Tennessee and completed the Global 20/20
Executive Education Program at the Tuck School of Business, Dartmouth College.

Darrin Williams, Chief Executive Officer, Southern Bancor p

Representative Darrin L. Williamsis the Chief Executive Officer of Southern Bancorp, Inc., a
family of a community development bank and a nonprofit affiliate that work in concert to revitalize
underserved communities in the mid-South. With over $1 billion in assets, over 80,000 customers
and 39 branches throughout the Arkansas and Mississippi Delta, Southern Bancorp, Inc., and its
affiliates comprise one of the most effective and largest community development organization in
America. Darrinisaso amember of the Arkansas House of Representatives, where he serves as
the Speaker Pro Tempore. Darrin has been recognized nationally for his progressive legidative
work, including being selected as “one of therising stars’ in American government and offered a
prestigious Aspen-Rodel Fellowship in Public Leadership by the Aspen Institute and being
recognized as one of twelve legislators to watch by Governing Magazine. Darrin holdsaLL.M. in
Securities and Financial Regulation from Georgetown University Law Center, aJ.D. from
Vanderbilt University School of Law and aB.A. from Hendrix College.
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Joseph K. Wood, Deputy Secretary of State, Arkansas

Mr. Joseph Wood serves as Deputy Secretary of State in Arkansas. He leads both the
Communications & Education Division and the Business and Commercia Services Division for
the agency. Heisresponsible for reaching across the state to educate Arkansans about the State
Capitol, Arkansas history, citizenships, and the importance of voting. Heis responsible for driving
communications for the agency including public relations, website maintenance, newsl etters, and
constituent services.

Wood was appointed by Secretary of State Mark Martin taking the oath of officein January 2011
and again January 2015. Joseph has been actively involved in politics and community outreach
since 1988. Heisaformer chairman candidate for the Republican Party of Arkansas and served
two terms as the State Treasurer for the party. Joseph continues to serve the people of Arkansas
working with various non-profits and schools around the state including serving as University of
Arkansas Chancellors Advisory board on diversity and the board of governance for Ecclesia
College.

Baxter Sharp, President and Partner, Sharp & Sharp Law Firm

Mr. Baxter Sharp graduated in 1988 with a bachelor’ s degree in German and European history
from Washington and Lee University in Lexington, VA. Hefollowed that up with alaw degree
from the University of Arkansas at Fayettevillein 1991. Hislove of community service was
solidified in college, where duty and honor were emphasi zed.

Highlights from Sharp’s civic involvement include board member and tutor at the Literacy Council
of Monroe County, Brinkley City Council, assistant Scoutmaster for the Boy Scouts, Monroe
County Heart Association, Lawyers for Literacy Committee and board member of the Arkansas
Community Foundation. Sharp currently serves as President and Partner of Sharp & Sharp Law
Firmin Brinkley.

Robin Houseworth, Houseworth Hotels and Restaurants, LLC

Mrs. Robin Houseworth is a native Arkansan. She obtained a Chemistry and Biology degree from
Henderson State University and a master’s degree in Education. She and her husband reside in
Blytheville and have been in the hospitality industry for 37 years. Robin isa Certified Hotel
Administrator, and recently launched Houseworth Hotels and Restaurants, LL C with her husband
and two daughters. Robin has been a volunteer for 28 years with the Miss America Organization,
and a 20 year member of the Arkansas Chapter D PEO. Both organizations concentrate on
providing women with scholarships to further their education. Sheis also on the Board of
Directors for the Miss Arkansas Pageant. Robin enjoys travelling internationally, spending time at
Lake Norfork, and entertaining her grandchildren and her two Y orkies.

Lisa John-Adams, Quality Systems Director, Nucor Steel Arkansas

Mrs. Lisa John-Adams has been with Nucor Corporation since 1994. She has led the
implementation of NSA’s Quality Management System, which has kept its certifications since first
certified in 2001. Sheisacertified Quality and Environmental Systems Lead Auditor.
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Lisa holds a Master of Science in Chemistry and a Bachelor of Science in Chemistry and
Biochemistry from the University of the West Indies and the University of Toronto. Lisaisthe
2014 President of the Board of Directors of the Greater Blytheville Area Chamber of Commerce.
Sheis also the President of the Board of Directors of The Haven, adomestic violence shelter. Lisa
isamember of the Mississippi County Solid Waste Board and chairs the Board' s recycling
committee. Lisais married to Tracy Adams and together they have three children. Lisaand her
family live in the Blytheville area.

Bill Glaser, Cold Mill Manager, Nucor Stedl Arkansas

Mr. Bill Glaser has been with Nucor Corporation since 1999. His other positions held at Nucor
include Shipping Manager, Galvanizing Line Project Supervisor, Shipping Supervisor, Cost
Accountant, and Production Planner. Bill has served on the board of the local United Way, as well
asthe board of Main Street Blytheville. Prior to joining the KIPP Delta Board of Directors, Bill
served on KIPP Delta’ s Finance Committee. Bill ismarried to Christy Glaser and together they
have one daughter, Hannah Glaser, who is a senior at Armorel High School.

Kristen Collier Wright, Senior Vice President, General Counsel and Secretary,
AutoZone, Inc.

Mrs. Kristen Wright joined the AutoZone team, based in Memphis, Tennessee, in 2012. Kristen
currently serves on AutoZone' s Executive Committee and oversees the Legal Department,
Government Affairs, Corporate Communications, and Community Relations. Prior to joining
AutoZone, Kristen was a partner with the law firm Bass, Berry & Simsin Memphis, focusing on
complex litigation, commercia and financial transactions, and intellectual property and technology.
A native of Forrest City, Wright graduated from Forrest City High School in 1994, then went on to
earn aBachelor’ s degree in English and alaw degree from the University of Arkansas.

Kristen is married to State Representative Marshall Wright, also an attorney in Forrest City, and
together they have twins, Collier and Syble. Kristen serves on the Board of Directors of Memphis
in May International Festival and SFC Elves, a Christmas toy drive serving over 700 children.

Vince Billingsley, Vice President, Capital Financial Service Group, Inc.

Mr. Vince Billingsley livesin Forrest City, Arkansas, and services customersin the areas of
Employee Benefits, Health Insurance, Medicare Supplements, and Property & Casualty Insurance.
Vinceis agraduate of the University of Arkansas with a Bachelor’'s degree in marketing. After
graduating, Vince moved to Vail, Colorado, for three years where he worked in the hospitality and
service industry. He taught children’s ski school in the winter, worked on golf coursesin the
summer, and also worked as awaiter and cook in avariety of restaurants. In 2003, Vince moved
back home to Forrest City where he began his career in the family insurance and financial services
sector. Vince married his wife, Amber, in 2008 and they have three daughters, Ona, Norah, and
Emily. Hisfamily attends St. Francis of Assisi Catholic Church where Vince currently serves as
Chairman of the Finance Council. He is an active member of the St. Francis County Master
Gardeners, Crowley’ s Ridge Technical Institute’ s Technology Advisory Committee, and the
Forrest City Downtown Revitalization Commission.

(See information on evaluation of the board and management at Attachment X)
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Key Management Personnel of KIPP Delta Public Schools

Scott Shirey, Founder and Executive Director

Mr. Shirey isthe founder and Executive Director of KIPP Delta. Prior to founding KIPP Delta
College Preparatory School in 2002, Mr. Shirey completed the KIPP Delta School Leadership
Program, which includes intensive study at UC Berkeley’ s Haas School of Business. Mr. Shirey
taught for three yearsin Baton Rouge, Louisiana, where he was a Teach for America corps
member. In November 2011, Forbes Magazine listed Mr. Shirey as one of the world’ s seven most
powerful educators. Mr. Shirey also graduated Cum Laude from Colby College withaB.A. in
History.

Janelle Renee Jenkins, Chief Operating Officer

Ms. Jenkins directs regional operations, human capital management, finance, and strategic
planning. After asuccessful career in the auto manufacturing and banking industries, Ms. Jenkins
transitioned to the public education sector through the prestigious Broad Residency. She most
recently served as Director, Project and Change Management for Charlotte-M ecklenburg Schools
in North Carolina, supporting 168 schools. Ms. Jenkins earned a Master of Educational Leadership
from The Broad Center for School System Management, a Master of Business Administration from
the Booth School of Business at The University of Chicago, and a Bachelor of Business
Administration from The Ross School of Business at The University of Michigan. Sheis
passionate about optimizing processes and systems to support employee development, and social
and academic outcomes for al children. Ms. Jenkinsis a native of Detroit, Michigan.

LukeVan De Walle, Chief Academic Officer

Mr. Van De Wallefirst came to the Delta after graduating from Purdue University in 2002. Asa
Teach for America corps member, he taught math at Eliza Miller Middle School in Helena,
Arkansas. After finishing histwo-year commitment with Teach for Americain 2004, Mr. Van De
Wallejoined the team at KIPP Delta where he taught sixth and seventh grade math and continued
to move through the leadership pipeline. He was accepted into the Fisher Fellowship Programin
2005 and later founded KPP Delta Collegiate High School, leading as the School Director for four
years. Mr. Van De Walle began serving as KIPP Delta’ s Chief Academic Officer in 2011.

Carissa Godwin, Chief Development Officer

Mrs. Godwin isin her fourth year at KIPP Delta and oversees regional development, marketing,
advocacy, and communications needs. Prior to joining KIPP Delta, Ms. Godwin held senior
development positions at Make-A-Wish Foundation of the Mid-South and Arkansas Children’s
Hospital Foundation. Mrs. Godwin has a degree in Communications with a Public Relations
emphasis from the University of Central Arkansas.
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Charity Hallman, Director of Finance

Ms. Hallman directs the organization’s regional finance and human resources team. Prior to
joining the organization, she served as the Deputy Director of Fiscal Policy at StudentsFirst, a
nonprofit education reform organization. Inthisrole, Ms. Hallman provided policy
recommendations for state-level advocacy work in 18 states for the purpose of ensuring all students
have equitable access to public funding. Ms. Hallman began her career in education financein
Washington DC'’ s Office of Budget and Planning and then spent four years serving in various
leadership positions within the Office of the State Superintendent of Education (OSSE). Asthe
Deputy Director of the Office of Grants Management and Compliance within OSSE, Ms. Hallman
oversaw the management and timely liquidation of over $400M in state, federal, and court-ordered
funds. Ms. Hallman has a Master of Public Administration degree from the University of Delaware
with an emphasis in Financial Management and an undergraduate degree from the University of
Central Arkansas. Sheisaso an AmeriCorps VISTA alumni and a native Arkansian.

Todd Dixon, School Leader — KIPP Elementary Literacy Academy

Mr. Dixon graduated magna cum laude from Colby College in 2006 with a Bachelor’s degreein
physics and aminor in education. After graduation, Mr. Dixon joined Teach for Americaas a
teacher in the Arkansas Delta. He has taught seventh through Mr. Dixon twelfth grade math,
science, and engineering courses over the last six years. 1n 2010, became an assistant principal at
KIPP Delta Collegiate High School and participated in the KIPP Delta School Leadership
Program’s Principal Prep training in the summer of 2011 and became the School Director of DCH
that sameyear. The Principal Prep program intensively preparesindividuals to be successor
leaders of existing KIPP Delta schools. Mr. Dixon transitioned to lead KIPP Delta Elementary
Literacy Academy in June 2015.

Stephanie Bennetts, School Director — KI1PP Delta Collegiate High School

Stephanie Bennettsis originally from Rumford, Rhode Island. She graduated from the University
of Pennsylvaniain 2007 with a Bachelor's degreein Political Science and a minor in English.
After graduation, Stephanie joined Teach For America s 2007 Mississippi Delta Corps and was
placed at KIPP Delta Collegiate as a social studiesteacher. For the next three years, Stephanie
taught a variety of subjectsincluding English 9, 10, 11 and AP Language. Stephanie served as
Assistant Principal at KIPP Delta Collegiate for five years before becoming the School Leader in
2015.

Heather Johnson, School Director — K1PP Delta College Preparatory School

Mrs. Johnson is originally from Scotch Plains, New Jersey. After graduating from Ursinus College
in Collegeville, Pennsylvaniain 2007, she joined Teach for America as a corps member in the
Arkansas Delta. Since the start of her teaching career, she has taught a variety of subjects at KIPP
Delta, originally placed as a Spanish teacher working with 9th and 10th grade students and to
eventually finding her love as an English Language Arts and Social Studies teacher working with
7th and 8th grade students.
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Mrs. Johnson moved through the leadership pipeline at KIPP Delta as agrade level chair
participating in the KIPP Delta Teacher Leader Program onto an assistant principal participating in
the KIPP Delta L eadership Program and now serves as the School Director of KIPP Delta College
Preparatory School.

Marcus Nelson, School Director — KIPP Forrest City College Preparatory

Mr. Nelson was born and raised in Helena, Arkansas. Mr. Nelson began his teaching career for the
Jefferson Literacy Council. In 2005, he began teaching mathematics at KIPP Delta and became
School Leader of KIPP Delta College Preparatory School in 2011. Mr. Nelson holds a Master’s
degree in Education Leadership and Supervision from National Louis University in Chicago,
Illinois. He has also participated in the KIPP Delta School Leadership Program and Fisher
Fellowship and was been selected to be the Founding School Leader for KIPP Forrest City College
Preparatory School, which opened in Forrest City in the 2015-2016 academic year.

Maisie Wright, School Director — KIPP Blytheville College Preparatory and K1PP Blytheville
Collegiate

Ms. Wright is originally from South Londonderry, Vermont, and graduated from Cornell
University in Ithaca, New Y ork, in 2006 with a Bachelor’ s degree in Anthropology and Africana
Studies. Ms. Wright started her teaching career as a 2006 Teach for America Corps member at
KIPP Delta College Preparatory School, teaching seventh grade Mathematics and Science at KIPP
Deltafor three years. 1n 2009, Ms. Wright became a Fisher Fellow and opened KIPP Blytheville
College Preparatory School in July 2010.

Note 4. Description of the Planned Beech Crest School Project (Helena — West
Helena)

The proposed financing plan will issue approximately $6,790,000 of new debt and refinance
approximately $3,200,000 of existing debt (see Note 27, sub-notes (A) and (D)). The Helena-West
Helena School District consolidated multiple campuses in 2011 leaving three former elementary
schools unoccupied. After three years of repeated requests to evaluate the abandoned properties for
purchase, the Helena-West Helena School District offered three former school properties for salein
October of 2014. KIPP Delta’ s leadership in coordination with WER Architects assessed the
conditions of all three properties. The Beech Crest property’ s size including building square
footage and total acreage, campus configuration, highly visible strategic location and community
history make it the most desirable choice.

The renovation of the existing Historic Beech Crest Elementary School campus, in West Helena,
AR, isto be used for the new KIPP Delta Beech Crest Elementary School. The existing schools
spaces and functions will be re-used to the greatest extent possible with needed repairs and
upgrades to the finishes, HVAC, electrical and minor plumbing components to create a functioning
educational environment for teachers and students. Some initial site and building stabilization is
necessary in order to secure and keep the existing facilities from further deterioration.
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Several buildings will be renovated in this construction/renovation project. It is expected that
construction will begin in late 2016 with the school opening in August 2017.

For purpose of thisforecast, it is assumed that construction of the project will commence July 2016
and be completed in July 2017, for an overall 12-month construction period. See a summary of the
proposed debts and amounts to be refinanced in Note 27.

Management, the Architect and the Construction Manager have estimated the total costs for the
construction and related costs associated with the Project as summarized below:

5] g =
faa} < Quarles Ln 2
z g, E
2 e, St Regis Dr o
w )(
y
e
%,
= & Springdale Ad
S e E Baldwin Ave pring: g4
O’;L B ® =z z 5
s E Garland Ave © u g
D 7, a &
Bonanza W @ = 2
Ladino Plaza Ave Plaza Ave Fii T A
g
e 5,
B £ Cleburne Ave 5 % T
h St 2 ow £t \Bus) i, s
ol 253 % (i85) ] Valley D e iy =
2 9 I
Emst o w ¥ Z
%
3 H
A % z 5
S 2 § P
= E h Grest Gan KIRP Delta Elementa
J 2 &) Beech Crest Campus T IRP Delta Elementary
it a3l (Proposed) ¢ KIPP Delta Collegjate) Literacy/ Academy
Helena Country Club High Schooll =
= )
(185)
[27)
Z
Z %
) 5
z 2
% k- ®
—_ (2 %
(242 % %
% %
: 9, &
%4 F )
’u‘bﬁ o
2 d KIPP Delta Coll
professional PV¥ elta College
Preparatory, School

26



KIPP DELTA, INC.

Assumptions and Notes to Forecasted Financial Statements
Years Ending June 30, 2016 Through 2020

USDA — Beech Crest

Construction costs $ 5,070,975
Architectural and engineering fees 178,402
Equipment 310,000
Interest 600,000
Contingencies 278,561
Financing costs 148,000
Stabilization 202,062
Refinance of existing debt 3,200,000
Kitchen designer fee 2,000
9,990,000
Contributions— Beech Crest (Walton Family Foundation - See page 70)

Construction 243,389
Stabilization 92,061
Purchase and development fees 80,000
Architectural and engineering fees 274,550
Kitchen designer fee 10,000
700,000

S 10690000

Note 5: Description of the Beech Crest School USDA Rural Development Long-
term Financing Plan (Helena)

The proposed financing plan will issue approximately $6,790,000 of new debt and refinance
approximately $3,200,000 of existing debt (see Note 27, sub-notes (A) and (D)). The proposed
financing plan for the Project assumes a long-term loan from the United Stated Department of
Agriculture (the USDA) and a contribution from the Walton Family Foundation.

Sour ce of Funds— Beech Crest Rate
USDA 3.125% fixed 30 years $ 9,990,000
Contribution — Walton Family Foundation 700,000

8 10690000

Beginning July 1, 2016, during construction acommercia bank to-be-determined (TBD
Commercia Bank) will provide interim financing of $9,300,000 with arate of 5.0%.

On July 1, 2017, upon completion of the project, USDA will convert the interim loan to a
permanent financing term note payable of $9,990,000 and the rate will be fixed at 3.125 percent.
The loan isto be amortized over 29 years with aone year interest deferral period. Twelve months
from the date of closing on the USDA loan, and estimated interest only payment of $300,000
would be due. On the 13th month from the date of closing on the USDA loan, principal and
interest payments of $43,757 would commence.
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Additionally, KIPP must fund a debt service reserve account of $4,376 per month beginning on the
13th month for the first 10 years or until KIPP accumulates $525,084.

Management’ s assumption that these sources of funding will be obtained by KIPP Deltaisa
sensitive assumption to this forecast.

Note 6: Description of the Planned Central and Bryles School Projects
(Blytheville)

The proposed financing plan will issue approximately $6,275,000 of new debt and refinance
approximately $3,400,000 of existing debt (see Note 27, sub-notes (B) and (F)). In order to ensure a
high quality academic and extracurricular program for students of KIPP Blytheville Collegiate,
KIPP Deltais planning an expansion project at the Senator Steve Bryles Campus. This campus
currently houses two of KIPP Delta’s existing schoolsin Blytheville. The campusis strategically
located on a 20 acres site with 30,000 SF of existing modular construction. The proposed project
adds two new buildings. The first building will be an eight classroom modular building added to
the east side of the food service modular building in the center of the campus. The second building
will be a*“bricks & mortar” multipurpose building with a gymnasium, locker rooms, two or three
classroom type spaces restrooms and offices. The project will provide classrooms for science and
music studies as well as athletic and assembly space in the form of the new multi-purpose building.
The multi-purpose building is aso planned to have an area of hardened construction to allow the
students and staff a place to go to in inclement weather. Both of these buildings were part of the
original master plan for the main campus and represent a natural growth of the campus according
to the master plan.

KIPP Delta also seeks to complete its renovation of the Central Campusin Blytheville, Arkansas.
The second phase of renovations completes KIPP Delta s effort to restore a valued community
building and provide increased capacity to expand the grade-span of KIPP Delta s Blytheville
College Preparatory School.

Inthefall of 2014, the Blytheville Public School District placed two unused former elementary
schoolsfor sale. KIPP Delta evaluated both facilities and determined that the condition, size,
layout and relatively close proximity of the Central campusto its existing Blytheville campus made
it an excellent opportunity. KIPP Delta acquired the facility in February of 2016 and is self-
financing the first phase of renovations to the campus. This proposed USDA financing is
associated with the second phase renovations to that campus.

The existing school’ s spaces and functions will be re-used to the greatest extent possible with
needed repairs and upgrades to the finishes, electrical, minor HV AC and minor plumbing
components to create a functioning educational environment for teachers and students. Building
areas A, B & C will be renovated in this construction/renovation project in phases as defined on the
drawings. Building “D” is a separate stand along building. The building isin good condition and
no repairs are planned for it at thistime.
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The Blytheville campuses, with the Central facility, will be able to fully grow the existing high
school and launch an elementary school. The additional grade-levels combined with increased
enrollment at existing grade-levels will push KIPP Blytheville stotal enrollment over 800 students.
By doing all of this, KIPP Delta expects to come closer to fulfilling its vision of ensuring that every
child in the Arkansas Delta receives arigorous, college-preparatory education. Beyond 2020,
KIPP Delta plans to grow its Blytheville and Forrest City campus to serve over 1000 studentsin
each community.

For purpose of this forecast, it is assumed that Central campus construction project will commence
in February of 2017 and be completed by July 2017. The Bryles campus construction will
commencein July of 2017 and be completed in July 2018, for an overall 18-month construction
period for both projects.

Management, the Architect and the Construction Manager have estimated the total costs for the
construction and related costs associated with the project as summarized below:

Arkansas |
nternational Airport m

Central Campus
(Proposed):cone 122

Blytheville
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USDA — Central and Bryles

Construction costs $ 4,470,000
Architectural and engineering fees 395,000
Equipment 200,000
Interest 670,000
Contingencies 447,000
Financing costs 83,000
Refinance of existing debt 3,400,000
Kitchen designer fee 10,000
9,675,000
Contributions

Equipment 100,000
$ 9,775,000

Note 7: Description of the Central and Bryles School USDA Rural Development
Long-term Financing Plan (Blytheville)

The proposed financing plan will issue approximately $6,275,000 of new debt and refinance
approximately $3,200,000 of existing debt (see Note 27, sub-notes (B) and (F)). The proposed
financing plan for the Project assumes along-term loan from the United States Department of
Agriculture (the USDA) and a contribution.

Source of Funds—Central and Bryles Rate

USDA 3.125% fixed 40 years $ 9,675,000
Contribution 100,000
$ 9,775,000

Beginning February 1, 2017, during construction a TBD Commercial Bank will provide interim
financing of $1,122,000 for the Central Campus and $8,055,000 for the Bryles campus with arate
of 5.0%. On July 1, 2018, upon completion of the projects, USDA will convert the interim loan to
a permanent financing term note payable of $9,675,000 and the rate will be fixed at 3.125 percent.
The loan is to be amortized over 39 years with aone year interest deferral period. Twelve months
from the date of closing on the USDA loan, and estimated interest only payment of $290,000
would be due (this forecast assumes KIPP will make this interest only payment one month early).
On the 13th month from the date of closing on the USDA loan, principal and interest payments of
$35,798 would commence. Additionally, KIPP must fund a debt service reserve account of $3,580
per month beginning on the 13th month for the first 10 years or until KIPP accumulates $429,576.
See asummary of the proposed debts and amounts to be refinanced in Note 27.
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Management’ s assumption that these sources of funding will be obtained by KIPP Deltais a
sensitive assumption to this forecast.

Note 8: Description of the Forrest City School Incubator Expansion and
Permanent Campus Project (Forrest City)

In order to ensure a high quality academic and extracurricular program for students of KIPP Forrest
City, KIPP Deltais growing their school in their existing incubator space and while planning the
construction of a new permanent campus. The campusis currently located in aleased facility.
KIPP Delta has already purchased two modular classroom buildings to create adequate space for its
growing middle school operation and plans on occupying the facility until June 2018.

KIPP Deltawas recently given a strategically located 20 acre site for the purpose of establishing a
permanent campus. KIPP Deltais planning the construction of a 30,000 SF modular building
campus similar to the Bryles campus in Blytheville. The project will provide classrooms,
administrative, and assembly spaces for school. Planning is still in the preliminary stages and they
anticipate engaging an architect and a construction manager to fully plan the campus by the
summer of 2017.

For purpose of this forecast, it is assumed that permanent campus construction project will
commence in January of 2018 and be completed by July 2018.

Management has estimated the total costs for the construction and related costs associated with the
project to be $3,000,000 financed through a TBD Commercial Bank.
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Note 9: Description of the Forrest City School Incubator Expansion and

Permanent Campus Project with a Commercial Bank To-Be-Determined
Long-term Financing Plan (Forrest City)

The proposed financing plan from a TBD Commercial Bank will issue approximately $3,000,000
of new debt (see Note 27, sub-notes (E) and (EE)). The proposed financing plan for the Project
assumes along-term loan from a TBD Commercial Bank.

Source of Funds— Forrest City Rate
Commercial Bank To-Be-Determined 5.13% fixed 30 years $ 3,000,000

Beginning July 1, 2017, during construction a TBD Commercial Bank will provide interim
financing of $3,000,000 for the Forrest City Project with arate of 5.13%. On July 1, 2018, upon
completion of the projects, the TBD Commercial Bank will convert the interim loan to a permanent
financing term note payable of $3,000,000 and the rate will be fixed at 5.13 percent. Theloan isto
be amortized over 30 years with monthly principle and interest payments due. Additionally, KIPP
must fund a debt service reserve account of $1,634 per month beginning in 2019 for the first 10
years or until KIPP accumulates $196,080. See a summary of the proposed debts and amounts to
be refinanced in Note 27.
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Note 10: Demographic Data

Census Highlights:

Year 2000 Year 2010 Year 2020
Mississippi County History 51,849 46,372
Mississippi County Fitted values 51,689 46,490
Mississippi County Lower confidence limits 38,832
Mississippi County Point forecasts 42,319
Mississippi County Upper confidence limits 46,074
City Blytheville 18,238 15,578 14,477
Phillips County History 26,290 21,686
Phillips County Fitted values 26,529 21,569
Phillips County Lower confidence limits 16,498
Phillips County Point forecasts 17,677
Phillips County Upper confidence limits 18,958
City HelenaWest Helena 14,904 12,230 10,172
St Francis County History 29,325 28,173
St Francis County Fitted values 29,231 28,396
St Francis County Lower confidence limits 22,765
St Francis County Point forecasts 24,441
St Francis County Upper confidence limits 26,213
City Forrest City 14,785 15,333 13,643
Arkansas State History 2,678,588 2,922,280
Arkansas State Fitted values 2,677,769 2,919,965
Arkansas State Lower confidence limits 3,034,437
Arkansas State Point forecasts 3,072,430
Arkansas State Upper confidence limits 3,110,424

Source: Hamilton, G.L. Arkansas 2005-2030 County and State Population Projections. Time Series Extrapolations,

Ingtitute for Economic Advancement University of Arkansasat Little Rock, April 19, 2005. Available at:

http://www.ai ea.uar.edu/images/rokdownl oadsDemoRes/popul ation/expo_proj_doc_05_30.pdf — US Census American

Fact Finder: Population Search by City/County/Nation — (www.factfinder.census.gov)

Census data shows that current popul ation decline will continue at a slightly slower rate ahead of
the 2020 Census. Despite operating in counties with declining populations, KIPP Delta has grown
by 116% over the past five years with applications consistency exceeding available seats in their

schools.
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City Population Projections
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http://www.aiea.ualr.edu/i mages/'rokdownl oadsDemoRes/popul ation/expo_proj_doc_05_30.pdf — US Census American
Fact Finder: Population Search by City/County/Nation — (www.factfinder.census.gov)
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Largest Employers in Mississippi County

1

10.

11.

12.

13.

14.

15.

American Greetings Corporation Employee Code: H 1400 Ohlendorf Road Osceola
72370 Product: Greeting cards (mfg) (870) 563-5221 Union: n/a

Nucor-Y amato Steel Company Employee Code: G 5929 East State Highway 18 Armorel
72310 Product: Stedl - structural (mfg) (870) 762-5500 Union: n/a

Nucor Steel Employee Code: G 7301 East County Road 142 Blytheville 72315 Product:
Steel mill (870) 762-2100 Union: n/a

Maverick Tube Corporation (Tenaris Hickman) Employee Code: G 4950 North County
Road 967 Blytheville 72315 Product: Steel pipe and tubes (mfg) (870) 763-6281 Union:
n/a

Denso Manufacturing Arkansas, Inc. Employee Code: F 100 Denso Road Osceola 72370
Product: Automotive parts (mfg) (870) 622-9500 Union: n/a

Blytheville School District Employee Code: F 405 Park Street Blytheville 72315
Product: Public schools (870) 762-2053 Union: n/a

Walmart Stores, Inc. (multiple locations) Employee Code: F 3700 East State Highway
18 Blytheville 72315 Product: Retail department stores (870) 763-0440 Union: n/a

Viskase Corporation Employee Code: F 2221 East State Highway 198 Osceola 72370
Product: Plastic food casings (mfg) (870) 563-3541 Union: n/a

TMK IPSCO Employee Code: E 5460 North State Highway 137 Blytheville 72315
Product: Steel tubing (mfg) (870) 763-7700 Union: n/a

Great River Medical Center Employee Code: E 1520 North Division Street Blytheville
72315 Product: Health care (870) 838-7300 Union: n/a

Arkansas Northeastern College Employee Code: E 2501 South Division Street
Blytheville 72315 Product: Colleges/universities (870) 762-1020 Union: n/a

Nibco, Inc. Employee Code: E 4059 East State Highway 18 Blytheville 72315 Product:
Fluid power valves/hose fittings (mfg) (870) 763-7044 Union: n/a

Marine Terminals of Arkansas (KMGP Services) Employee Code: E 3852 North CR 955
Blytheville 72315 Product: Harbor services (870) 763-5923 Union: n/a

Osceola School District Employee Code: D 2750 West Semmes Avenue Osceola 72370
Product: Public schools (870) 563-2561 Union: n/a

South Mississippi County School District Employee Code: E 1700 West State Highway
14 Wilson 72395 Product: Public schools (870) 655-8520 Union: n/a
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Gosnell School District Employee Code: D 600 North State Highway 181 Blytheville
72315 Product: Public schools (870) 532-4017 Union: n/a

Manila School District Employee Code: D 419 East Olympia Street Manila 72442
Product: Public schools (870) 561-4419 Union: n/a

Kagome Creative Foods, LLC Employee Code: D 710 North Pearl Street Osceola 72370
Product: Margarine (mfg) (870) 563-2601 Union: n/a

Southworth Products Corporation Employee Code: D 715 Highway 77 S Manila 72442
Product: Hydraulic scissor lift tables (mfg) (870) 561-3345 Union: n/a

Lexicon, Inc. Employee Code: D 5929 East Highway 18 Armorel 72310 Product: Steel
fabrication (870) 762-2509 Union: n/a

Data for thislist was compiled from the following sources: Dun & Bradstreet (Hoovers),
ReferencelUSA, Arkansas Department of Workfor ce Services (1s Quarter 2015) and various
community and company web pages. Employee Code: A=1-10 B=11-49 C=50-99 D=100-199
E=200-299 F=300-499 G=500-999 H=1,000-2,499 1=2,500 +

Prepared by the Arkansas Economic Development Commission

Strategic Planning & Research Division
February 2016
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Largest Employers for Saint Francis County

1.

10.

11.

12.

13.

Forrest City School District Employee Code: F 845 Rosser Street Forrest City 72335
Product: Public schools (870) 633-1485 Union: n/a

Boar's Head Provisions Company, Inc. Employee Code: F
2530 West Broadway Forrest City 72335 Product: Meat and meat products (mfg)
(870) 630-1638 Union: n/a

Wal-Mart Stores, Inc. Employee Code: F
205 Deadrick Road Forrest City 72335 Product: Retail department stores
(870) 633-0021 Union: n/a

Forrest City Grocery Company Employee Code: E 3400 Commerce Road Forrest City
72335 Product: Grocers — retail (870) 633-2044 Union: n/a

Forrest City Hospital Employee Code: E
1601 Newcastle Road Forrest City 72335 Product: Health care
(870) 261-0000 Union: n/a

East Arkansas Community College Employee Code: E 1700 Newcastle Road Forrest
City 72335 Product: Schools, universities, & colleges (870) 633-4480 Union: n/a

Crestpark Retirement Inn Employee Code: D
500 Kittel Road Forrest City 72335 Product: Health care (870) 633-7630 Union: n/a

Truckstops of America (TA Operating) Employee Code: D 408 Highway 149 N Earle
72331 Product: Truck stops and plazas (870) 657-2105 Union: n/a

Palestine Whestley School District Employee Code: D 7920 Highway 70 W Palestine
72372 Product: Public schools (870) 581-2646 Union: n/a

Mestek (Airtherm) Employee Code: D 3333 North Washington Street Forrest City 72335
Product: Heat and air equipment (mfgs) (870-633-5660 Union: n/a

Amicare of Forrest City Employee Code: C 603 Kittle Road Forrest City 72335 Product:
Home health care services (870) 633-3800 Union: n/a

Hughes School District Employee Code: C 310 College Street Hughes 72348 Product:
Public schools (870) 339-2570 Union: n/a

Crowley’ s Ridge Technical Institute Employee Code: C 1620 Newcastle Road Forrest
City 72335 Product: Schools, universities and colleges (870) 633-5411 Union: n/a
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14. First National Bank (multiple locations) Employee Code: C 101 North Washington
Avenue Forrest City 72335 Product: Banking (870) 633-3112 Union: n/a

15. Kidsfor the Future, Inc. Employee Code: C 1825 East Broadway Street Forrest City
72335 Product: Child care services (870) 630-2328 Union: n/a

Data for thislist was compiled from the following sources: Dun & Bradstreet (Hoovers),
ReferenceUSA, Arkansas Department of Workfor ce Services and various community and company
web pages Employee Code: A=1-10 B=11-49 C=50-99 D=100-199 E=200-299 F=300-499
G=500-999 H=1,000-2,499 1=2,500 +

Prepared by the Arkansas Economic Development Commission

Research Division
March 2014

Largest Employers for Phillips County

1 Helena-West Helena School District Employee Code: F
305 Valley Drive Helena/West Helena 72342 Product: Public schools (870) 338-8172
Union: n/a

2. Wamart Stores, Inc. Employee Code: E

602 Sheila Drive Helena/West Helena 72390 Product: Retail department stores
(870) 572-2442 Union: n/a

3. University of Arkansas - Phillips Community College Employee Code: E
1000 Campus Drive Helena/\West Helena 72342 Product: Colleges/universities
(870) 338-6474 Union: n/a

4. KIPP Delta, Inc. Employee Code: E 210 Cherry Street Helena/West Helena 72342
Product: Public schools (870) 753-9444 Union: n/a

5. Helena Regional Medical Center Employee Code: E 1801 Martin Luther King Jr. Drive
Helena/West Helena 72342 Product: Health care (870) 338-5800 Union: n/a

6. Crestpark Helena LLC Employee Code: D 116 November Drive Helena/West Helena
72342 Product: Retirement communities (870) 338-3405 Union: n/a

7. Barton-Lexa School District Employee Code: D 9546 Highway 85 Lexa 72355 Product:
Public schools (870) 572-7294 Union: n/a

8. Hoffinger Industries, Inc. Employee Code: D 315 North Sebastian Helena/West Helena
72390 Product: Swimming pools & accessories (mfg) (870) 572-3466 Union: n/a

0. Marvell School District Employee Code: C 311 Midway Road Marvell 72366 Product:
Public schools (870) 829-2381 Union: n/a
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Hay’'s Supermarkets, Inc. Employee Code: C 816 North Sebastian Street Helena/West
Helena 72390 Product: Retail grocery stores (870) 572-7277 Union: n/a

Mid-Delta Community Service, Inc. (2 locations) Employee Code: C 610 South Biscoe
Helena/West Helena 72342 Product: Special needs transportation (870) 338-6406 Union:
n/a

BPS, Inc. Employee Code: C 28 Phillips 324 Helena/\West Helena 72343 Product:
Packaging and labeling services (870) 572-7771 Union: n/a

Southern Bancorp Bank (multiple locations) Employee Code: C 425 East Plaza
Helena/West Helena 72390 Product: Financial institutions (870) 816-1111 Union: n/a

Sonic Drive-In Employee Code: C 798 North Sebastian Helena/West Helena 72390
Product: Restaurants (870) 338-6406 Union: n/a

Southern Hardware Company Employee Code: C 589 North Sebastian Street
Helena’West Helena 72390 Product: Hardware (wholesale) (870) 572-6761 Union: n/a

Data for thislist was compiled from the following sources: Dun & Bradstreet (Hoovers),
ReferencelUSA, Arkansas Department of Workfor ce Services (1« Quarter 2015) and various
community and company web pages. Employee Code: A=1-10 B=11-49 C=50-99 D=100-199
E=200-299 F=300-499 G=500-999 H=1,000-2,499 1=2,500 +

Prepared by the Arkansas Economic Development Commission

Strategic Planning & Research Division
February 2016
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Unemployment Rate 2009- 2014
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Source: US Census American Fact Finder: Unemployment Rate by City/County/State/Nation
(www.factfinder.census.gov)

The data shows that the unemployment level in counties where KIPP Delta operates schoolsis
higher than state and national levels of unemployment. KIPP Deltais actively working to
combat unemployment by increasing the number of college graduates in the counties they serve.
Furthermore, their planned growth during the forecast period will create teaching, administrative,
and operational jobs in each of the communities they serve.
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Median Household Income 2009 - 2014
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B Mississippi 34,424 36,428 35,651 34,267 33,407 32,940
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Source: US Census American Fact Finder: Median Household Income by County/State/Nation
(www.factfinder.census.gov)

The data shows that median income levelsin counties where KIPP Delta operates schools are lower
than state and national levels. With a projected increase of more than 100 jobs and starting salaries
for teachers that far exceed median income levels, KIPP Deltawill impact economic opportunity in
the counties they serve.

Economic Impact

Over the forecast period KIPP Deltawill invest over $18,000,000 in new facilities creating
construction jobs and increasing KIPP Delta’s demand for locally available goods and services.
Furthermore, the forecasted growth of KIPP Delta's operations will create more than 100
additional jobsin the communities they serve.
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Note 11: Assessment of Demand and KIPP Delta’s Capacity and Academic
Performance

The assessment of demand was designed to analyze the potential future demand for KIPP Delta's
services and to:

¢ Analyze demographic and economic trends in the service area.
e Assess Management’s estimated enrollment levels.
o Assess Management’s estimate of potential demand based on community support.

Several variables will impact the success of the school. Hereisalist of some, but not all, of those
variables:

e Proximity of the facility to student population
e Servicesoffered

o Aesthetic qualities of the facility

e Quality of education

e Accessihility

e Changesin laws and regulation

e Community support

e Philanthropic support
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Assessment of Enrolilment and Demographics

KIPP Delta currently serves over 1,440 Pre-Kindergarten to 12th grade studentsin Lee,
Mississippi, Phillips, and Saint Francis counties from over 12 different cities, including Forrest
City, Marianna, Marvell, Helena-West Helena, Elaine, Lexa, Colt, Blytheville, Osceola, Gosnell,
Armorel, and Luxora. Nearly aquarter of KIPP Delta students commute from surrounding towns
and the region maintains an average daily attendance of 97% region-wide.

The following are key demographics of KIPP Delta’s student body for school year 2015-2016:
e Student Body Ethnicity
o 92% African-American
o 5% White
o 3% Other Ethnicities
e 52% Female and 48% Male
e 90% qualify for free or reduced lunch
o 9% receive specia education services
e 1,100+ milestraveled each day
o 272 bus stopsin the KIPP Delta Region (Helena 137, Blytheville 107, Forrest City 28)

43



KIPP DELTA, INC.

Assumptions and Notes to Forecasted Financial Statements
Years Ending June 30, 2016 Through 2020

The following table presents enrollment data for other public schools within the KIPP service

areas.
District Name Grade Level 2011 2012 2013 2014 2015 2016
Grade 01 221 239 211 230 250 216
Grade 02 246 210 220 208 210 238
Grade 03 254 221 196 205 195 191
Grade 04 277 245 157 166 151 151
Grade 05 194 211 178 155 149 151
Grade 06 222 174 208 162 141 135
Grade 07 240 213 154 208 152 140
Grade 08 210 231 205 155 180 145
Grade 09 237 233 242 226 198 187
Grade 10 246 221 183 207 173 151
Grade 11 172 185 187 167 162 156
Grade 12 174 173 202 183 166 174
Kindergarten 232 241 250 263 221 201
Blytheville School District 2,925 2,797 2,593 2,535 2,348 2,236
Grade 01 250 234 234 259 216 220
Grade 02 229 231 220 212 247 209
Grade 03 254 216 224 208 183 237
Grade 04 269 257 195 209 181 173
Grade 05 237 252 229 189 193 136
Grade 06 241 232 239 228 181 174
Grade 07 261 234 230 229 213 174
Grade 08 239 262 221 218 205 192
Grade 09 325 230 252 273 202 193
Grade 10 218 295 243 221 224 213
Grade 11 231 184 247 229 198 180
Grade 12 195 225 173 222 195 164
Kindergarten 213 240 258 245 229 213
Forrest City School District 3,162 3,092 2,965 2,942 2,667 2,478
Grade 01 160 145 128 154 130 121
Grade 02 171 134 115 121 140 109
Grade 03 211 136 123 118 109 131
Grade 04 204 202 120 107 112 100
Grade 05 179 132 135 117 111 102
Grade 06 174 146 121 123 107 95
Grade 07 150 140 138 123 123 108
Grade 08 157 137 120 136 121 105
Grade 09 188 187 122 141 124 113
Grade 10 187 128 155 128 128 108
Grade 11 164 136 102 125 107 99
Grade 12 145 116 110 108 129 107
Kindergarten 170 141 160 146 140 126
Helena/West Helena School District 2,260 1,880 1,649 1,647 1,581 1,424
Grand Total 8,347 7,769 7,207 7,124 6,596 6,138
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The following table presents KIPP Delta’ s enrollment by area and grade for school years 2011 to

2016:

School Year

Pre-K
Kindergarten
1% Grade

2™ Grade

3" Grade

4" Grade
Total

5" Grade
6" Grade
7" Grade
8" Grade
Total

9" Grade
10" Grade
11" Grade
12" Grade
Total

Helena Total

4" Grade
5" Grade
6" Grade
7" Grade
8" Grade
Total

9" Grade

10" Grade

Total
Blytheville Total

5" Grade
Total

Forrest City Total

K1PP Delta Total
Growth Rate

2011 2012 2013 2014 2015 2016
KIPP Delta Elementary Literacy Academy
36 36 51
58 63 73 86 85 77
54 63 73 74 82 7
54 64 71 74 81 7
- 68 71 74 82 7
72 75 74 77
166 258 360 419 440 436
K1PP Delta College Preparatory School
59 68 81 76 75 67
59 68 78 79 78 74
58 74 80 74 79 78
60 69 81 76 7 81
236 279 320 305 309 300
KPP Delta Collegiate High School
76 66 83 78 84 73
51 70 65 57 71 73
26 45 55 41 46 62
22 25 44 41 38 44
175 206 247 217 239 252
577 743 927 941 988 988
K1PP Blytheville College Preparatory School
- - 57 45 57 42
63 56 62 58 52 47
63 60 65 70 51
55 49 75 58
54 62 59
63 119 234 271 316 257
KIPP Blytheville Collegiate High School
56 60
— — — — _— 48
0 0 0 0 56 108
63 119 234 271 372 365
KI1PP Forrest City College Preparatory School
- - - - - 72
- - - - - 72
640 862 1,161 1,212 1,360 1,424

4%

12%

5%
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KIPP Delta focuses on school level enrollment as it relates to annual budgets instead of individual
grades. Thisisdoneto ensure that talent and demand needs are balanced. School leaders are given
the authority to revise staffing and/or enrollment to meet changing conditions in their communities
while staying within the Board approved budget.

The following table presents forth applications received by KIPP Deltafor the past four school
years:

Grade 2013 2014 2015 2016
Pre-K 112 150 158
Kindergarten 91 143 153 137
1% Grade 30 66 86 82
2" Grade 23 56 74 80
3 Grade 42 54 64 76
4" Grade 70 115 134 144
5" Grade 67 97 89 155
6" Grade 50 66 100 112
7" Grade 49 80 92 109
8" Grade 32 61 83 92
9" Grade 31 56 79 87
10" Grade 33 34 44 87
11" Grade 5 21 43
12" Grade 7 17
Total 523 940 1176 1379

Applications are required for new students only, as returning students are automatically eligible for
enrollment in the grade into which they are either retained or promoted. KIPP Delta's regional
entry grades, i.e. the grade levels that do not have a class of returning students promoted into them,
are kindergarten in Helena, fourth grade in Blytheville, and fifth grade in Forrest City. In all other
grades, new students are accepted according to the number of open seats available, with al other
students placed on await list.

Wait List

KIPP Delta' s schools are free, open enrollment public schools for children coming from any school
district in Arkansas. KIPP Delta does not discriminate against anyone on the basis of race, color,
religion, national origin, language spoken, intellectua or athletic ability, measures of achievement
or aptitude, or special needs.

Open enrollment for the upcoming school year (2016-2017) beginsin January and endsin April. If
the number of enrollment applications received during this period exceeds the number of student
seats available, alottery will be held in April to determine the order in which students are offered
seats. Pursuant to the Public Charter School Laws, siblings of current students receive preference
in the lottery should they apply during the open enrollment period. Students applying after April
are added to the wait list on afirst-come first-served basis.
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KIPP Delta’ swait list at the end of each school year from 2012 to 2015 is presented below:

Attrition

KIPP Delta s region-wide attrition rates for the previous six school years are as follows:

Pre-K
Kindergarten
1% Grade
2" Grade
3" Grade
4" Grade
5" Grade
6" Grade
7" Grade
8" Grade
9" Grade
10" Grade
11" Grade
12" Grade

Grade
Pre-K
Kindergarten
1% Grade
2" Grade
3 Grade
4" Grade
5" Grade
6" Grade
7" Grade
8" Grade
9" Grade
10" Grade
11" Grade
12" Grade
Total

Grade

Weighted Annual Average

KIPP DELTA, INC.

Assumptions and Notes to Forecasted Financial Statements
Years Ending June 30, 2016 Through 2020

2010

N/A
29.4%
24.5%

N/A

N/A

N/A
31.1%
18.6%
19.4%

8.8%
21.7%
16.7%
10.0%

0.0%
19.5%

2012

2011

N/A
29.3%
14.8%

9.3%

N/A

N/A
21.8%
13.6%
15.5%

8.3%
17.1%
11.8%

9.5%

0.0%

15.5%

2013

2012

N/A
17.5%
15.9%
12.5%
10.3%
N/A
16.9%
23.1%
16.2%
2.9%
18.2%
18.3%
11.4%
8.0%
15.5%

2014 2015

108 162
66 170
41 101
39 85
31 73
33 148
20 102
41 117
49 110
37 91
27 98
13 55
7 26

5 9
517 1347

2013
15.0%
16.4%
20.5%
22.5%
16.9%
10.1%
20.4%
34.1%
22.2%
12.3%
38.6%
32.3%
27.3%

4.5%
21.8%

2014

20.6%
23.3%
20.3%
12.2%
17.6%
20.8%
18.7%
12.5%
11.6%
14.6%
12.8%
22.8%
14.6%

4.9%
16.2%

2015
19.4%
24.7%
16.0%
17.5%
19.3%
24.6%
22.9%
26.8%
23.4%
16.1%
23.7%
13.0%
18.0%

5.4%
20.9%

Over 50% of student attrition is attributed to students moving out of the geographic areas served by
KIPP Delta.
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The Market

Asthe only charter school inits primary market area, KIPP Delta competes primarily with public
schools in the school districts surrounding each of its respective campuses. KIPP Delta's Helena
campus currently serves 19% of all public school students located in the four surrounding school
districts, and expects total market share to grow to 24% by 2020. The Blytheville campus serves
8% of all public school students located in the three surrounding school districts. With the
expansion of the Blytheville campus, KIPP Delta expects to achieve a 15% market share within
five years consistent with its experience in Helena. The newly launched Forrest City campusis
expected to reach a 10% market share by 2020.

Enrollment levels have increased at KIPP Delta since itsinception, and it is operating near its
combined facility capacity of approximately 1,400 students. Student retention across al schools
has been approximately 82% on average over the last five years. KIPP Delta has been able to
sustain its current enrollment share in the midst of an overall declining public school student
population in its market area.

Below isasummary of the change in average daily attendance (ADA) for 2015-2016 for the school
districts surrounding KIPP Delta’ s campuses.

Attendance District LEA  District Description 2011 ADA 2016 ADA % Change
5403000 HELENA/ W.HELENA SCHOOL DIST. 2235 1425 -36%
3904000 LEE COUNTY SCHOOL DISTRICT 974 746 -23%
4702000 BLYTHEVILLE SCHOOL DISTRICT 2902 2223 -23%
6201000 FORREST CITY SCHOOL DISTRICT 3133 2439 -22%
5404000 MARVELL-ELAINE SCHOOL DISTRICT 450 366 -19%
1802000 EARLE SCHOOL DISTRICT 696 589 -15%
4801000 BRINKLEY SCHOOL DISTRICT 620 542 -13%
4701000 ARMOREL SCHOOL DISTRICT 448 394 -12%
4713000 OSCEOLA SCHOOL DISTRICT 1361 1234 -9%
5604000 MARKED TREE SCHOOL DISTRICT 584 545 -1%
4708000 GOSNELL SCHOOL DISTRICT 1398 1305 -7%
4802000 CLARENDON SCHOOL DISTRICT 541 508 -6%
1804000 MARION SCHOOL DISTRICT 4226 4036 -5%
0101000 DEWITT SCHOOL DISTRICT 1316 1257 -4%
1803000 WEST MEMPHIS SCHOOL DISTRICT 5657 5561 -2%
5401000 BARTON-LEXA SCHOOL DISTRICT 757 791 5%
4712000 MANILA SCHOOL DISTRICT 979 1052 8%
1608000 JONESBORO SCHOOL DISTRICT 5315 5835 10%
6205000 PALESTINE-WHEATLEY SCH. DIST. 668 751 12%
5440700 KIPPDELTA PUBLIC SCHOOLS 630 1362 116%

Source: Arkansas Department of Education Annual Statistic Report
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INC.

School Y ear 2016 2017 2018 2019 2020
Pre-K 51 54 70 70 70
Kindergarten 77 78 104 104 104
1st Grade 77 76 104 104 104
2nd Grade 7 76 104 104 104
3rd Grade 7 76 104 104 104
4th Grade 77 76 78 104 104
5th Grade 67 76 75 75 104
6th Grade 74 70 75 75 75
7th Grade 78 76 104 104 104
8th Grade 81 78 75 100 104
9th Grade 73 78 75 78 90
10th Grade 73 70 72 75 75
11th Grade 62 70 72 72 75
12th Grade 44 60 60 70 70
Sub-total 1,022 1 180 1,247 1,295
Kindergarten
1st Grade 55 55 55
2nd Grade 55 55
3rd Grade 55
4th Grade 42 50 55 75 75
5th Grade 47 50 55 55 75
6th Grade 51 50 55 55 55
7th Grade 58 51 60 75 75
8th Grade 59 60 60 57 75
9th Grade 60 60 60 60 60
10th Grade 48 64 60 60 60
11th Grade 54 55 58 60
12th Grade 50 55 55
Sub-total 715 810
5th Grade
6th Grade 70 70 70 70
7th Grade 67 70 70
8th Grade 67 67
9th Grade 65
Sub-total 277 342
KI1PP Delta Total 2,231 2,439

Growth Rate

12%

9%




KIPP DELTA, INC.

Assumptions and Notes to Forecasted Financial Statements
Years Ending June 30, 2016 Through 2020

Helena

o KIPP Delta s Helena campus currently serves 988 students. In addition to offering grades
kindergarten through twelve, this campus contains a day care facility and a preschool for three
and four year olds. ThisisKIPP Delta' s oldest and most established school community.
Presently, enrollment is suppressed at the lower grades due to space and seat constraints, which
will be address through the renovation of Beech Crest.

e While construction is under way, student growth in FY 17 is expected to be modest, 26 students
across al campuses.

e Student growth in FY 18, however, is expected to be significant an increase of 158 students.

e By renovating the Beech Crest Campus, KIPP Deltawill be able to initiate several facility
transitions across its schools that will permit substantial growth to occur between FY 18 and
FY20. Enrollment for the revised Helena campus structure is projected to be 1,287 by school
year 2020.

o Thefollowing bullets explain the more immediate transitions that will allow KIPP Delta’ s Helena
campus to grow by approximately 274 students over the next four years.

o Once Beech Crest is renovated, KIPP Deltawill gain 35 classrooms. Thiswill alow the
elementary to go from four sections per grade to five. Thiswill also allow KIPP Deltato
move its preschool and K-4" grades on to campus. KIPP Delta’s day care will closein
FY 16.

o Inturn, the high school will be able to transition out of its modular campus, which has
reached its useful life, to the brick and mortar school located on 215 Cherry Street in
downtown Helena.

o The middle school will remain on its current campus, but the size of its seventh grade
class will be ableto expand from 75 studentsto 104, starting in FY18. Thisincreaseis
permitted because the eighth grade classes will be move into the Depot building, whichis
located across the street from the “new” high school.

o InFY19 the fourth and eighth grades will add one section per grade. Total enroliment in
FY 19 is expected to reach 1,239

o InFY20, fifth grade and ninth grade will add another section. Total enroliment is
expected to reach 1,287.
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Blytheville

KIPP Delta' s Blytheville campus currently serves 365 students in grades fourth through tenth. All
grades are currently located on the Bryles campus. By FY 2020, total enrollment for Blytheville's
campuses is projected to be 810.

KIPP Delta has secured a 63,000 square foot brick and mortar school referred to as Central. This
school was owned by the Blytheville Public School system and was used to serve preschool
through sixth grade. It contains 35 classrooms. In addition to classroom space, it contains a
cafeteria/gym, alibrary, and multiple offices. One wing of this property will be renovated in the
spring of 2016.

In July of the same year, grades fourth through sixth will transfer from the Bryles campus to the
renovated wing at Central. Enrollment at the new campusin FY 18 is projected to be 150.

The facility transition to Central will open up at least four classrooms on the Bryles campus
allowing the high school to increase enrollment among its existing grades and add grades
eleventh and twelve over the next two years. By FY 18, the Bryles campus will contain grades
seventh through twelfth and serve approximately 345 students. By FY 20, the Bryles campus
expects to serve 385 students.

In FY 17, KIPP Deltawill renovate the remaining wing at the Central facility so that in FY 18, it
can open an elementary school starting with grades kindergarten through first. Enrollment is
projected to be 275.

By FY 20, the Central campus will serve grades kindergarten through sixth and serve
approximately 425 students.

Forrest City

The Forrest City campus opened in FY 16 with a fifth grade and has maintained an average
enrollment of 72 students.

Each year the school will add a grade until it reaches 9" grade in FY2020. Enroliment is
projected to be 342 by FY 2020.
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Faculty and Staff

The following table provides information regarding KIPP Delta’ s current and projected
professional staff and faculty as of January of each year listed:

2012 2013 2014 2015
Enrollment 862 1,161 1,212 1,360
Teacher/Aid Counts 67 80 108 114
Student to Teacher/Aid Ratio 131 15:1 11:1 12:1
Teacher Retention Rate 70% 66% 2% 56%

2016 2017 2018 2019 2020
Enrollment 1,424 1,588 1,999 2,231 2,439
Teacher/Aid Counts 112 118 144 159 171
Non-Teachers* 42 38 44 438 52
Student to Teacher/Aid Ratio 131 131 14:1 14:1 14:1
Student to School Staff Ratio 9:1 10:1 11:1 11:1 11:1

*Non-teachers = school |eaders, assistant principas, managing grade level chairs, and operations staff
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The following tables provide information regarding KIPP Delta’ s projected professional staff and
faculty for each year listed:

2016 (Actual)

Student to
Teachers + Student to School Staff
Helena Enroliment Aids *Non-teachers Teacher Ratio Ratio
ELA (Pre-K) 51 8 1 6 6
ELA (K—4th) 385 31 10 12 9
DCPS (5th-8th) 300 19 7 16 12
DCH (9th-12th) 252 23 7 11 8
Total 988 81 25 12 9
Blytheville
BCPS (4th-8th) 257 17 7 15 11
KBCH (9th-10th) 108 11 5 10 7
Total 365 28 12 13 9
Forrest City
FCCPS (5th) 72 3 5 24 9
KIPP Delta 1,424 112 42 13 9

*Non-teachers = school |eaders, assistant principals, managing grade level chairs and operations staff
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2017
Student to
Teachers + Student to School Staff
Helena Enrollment Aids *Non-teachers Teacher Ratio Ratio
ELA (Pre-K) 54 8 1 7 6
ELA (K-4th) 382 31 8 12 10
DCPS (5th-8th) 300 21 7 14 11
DCH (9th—12th) 278 18 7 15 11
Total 1,014 78 23 13 10
Blytheville
BCPS (4th—6th) 150 11 4 13 10
KBCH (7th-11th) 289 19 7 15 11
Total 439 30 11 14 11
Forrest City
FCCPS (5th & 6th) 135 9 4 15 10
KIPP Delta 1,588 118 38 13 10

*Non-teachers = school |eaders, assistant principals, managing grade level chairs and operations staff
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2018
Student to
Teachers + Student to School Staff
Helena Enrollment Aids *Non-teachers Teacher Ratio Ratio
ELA (Pre-K) 70 10 1 7 6
ELA (K-4th) 494 40 10 12 10
DCPS (5th-8th) 329 22 7 15 11
DCH (9th-12th) 279 18 7 15 11
Tota 1,172 91 26 13 10
Blytheville
BCPS (K—1st & 4th—6th) 275 18 6 15 11
KBCH (7th—12th) 345 23 8 15 12
Tota 620 41 14 15 11
Forrest City
FCCPS (5th-7th) 207 13 5 16 12
KIPP Delta 1,999 144 44 14 11

*Non-teachers = school leaders, assstant principals, managing grade level

chairs and operations staff

2019
Student to
Teachers + Student to School Staff
Helena Enrollment Aids *Non-teachers Teacher Ratio Ratio
ELA (Pre-K) 70 10 1 7 6
ELA (K—4th) 520 43 10 12 10
DCPS (5th-8th) 354 24 8 15 11
DCH (9th—12th) 295 19 7 15 11
Total 1,239 96 26 13 10
Blytheville
BCPS (K-2nd & 4th-6th) 350 22 8 16 12
KBCH (7th-12th) 365 23 8 16 12
Total 715 46 15 16 12
Forrest City
FCCPS (5th-8th) 277 17 7 16 12
KIPP Delta 2,231 159 48 14 11

*Non-teachers = school |eaders, assistant principals, managing grade level chairs and operations staff
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2020
Student to
Teachers + Student to School Staff
Helena Enroliment Aids *Non-teachers Teacher Ratio Ratio
ELA (Pre-K) 70 10 1 7 6
ELA (K-4th) 520 43 11 12 10
DCPS (5th-8th) 387 24 8 16 12
DCH (9th—12th) 310 20 7 15 11
Total 1,287 97 26 13 10
Blytheville
BCPS (K-6th) 425 28 9 15 11
KBCH (7th-12th) 385 25 8 15 12
Total 810 53 17 15 12
Forrest City
FCCPS (5th-9th) 342 21 9 17 12
KIPP Delta 2,439 171 52 14 11

*Non-teachers = school |eaders, assistant principals, managing grade level chairs, and operations staff
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Growth 2016 — 2020

Helena
ELA (PreK) 19 37%
ELA (K—4th) 135 35%
DCPS (5th-8th) 87 29%
DCH (9th-12th) 58 23%
Total 299 30%
Blytheville
BCPS (K-6th) 168 65%
KBCH (7th-12th) 277 258%
Tota 445 122%

Forrest City

FCCPS (5th-9th) 270 376%

KIPP Delta 1,015 71%
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Employee Benefits and Pension Plan

KIPP Delta offers full health insurance as well as employee-paid supplemental benefits such as
dental, vision, disability, life, and accident insurance. Full-time employees of KIPP Deltaaso
participate in the Arkansas Teacher Retirement System (ARTRS), which is a defined benefit
retirement plan. ARTRS isadministered asa*“qualified” government sponsored retirement plan
under the provisions of IRS § 401(a). KIPP Deltais required to pay an employer match of 14% on
the salary paid to ARTRS members. A member becomes vested in the plan after five or more years
of service credit.

Insurance

KIPP Delta maintains adequate insurance coverage related to property, casualty and liability
claims. There can be no assurance the amount of insurance required to be obtained with respect to
its facilities will be adequate or the cause of any damage or destruction to the facility will be asa
result of arisk that isinsured. Further, there can be no assurance of the ongoing creditworthiness
of the insurance companies with which KI1PP Delta obtains insurance policies.

Environmental Matters

An environmental survey of the Beech Crest campus reveal ed the presence of lead based paint and
asbestos in the facility. KIPP Delta’s Construction Manager created an abatement strategy with an
EPA approved environmental services company and the current construction budget contemplates
sufficient funds to remove all hazardous materials as part of the renovation process.

An environmental survey of the Central campus revealed the presence of lead based paint and
asbestosin the facility. KIPP Delta elected to abate all hazardous materials in the facility as part of
their self-funded phase | renovation activities which are currently underway at the campus.
Additional testing will be performed as part of the phase Il renovation project and funds have been
reserved in the phase |1 budget for additional abatement of hazardous materials. Furthermore,
during the real estate due diligence process for Central Elementary School, an underground fuel
storage tank (UST) associated with an on-site boiler, was observed adjacent to the 34,000 square-
foot classroom building. Based on the potential for unreported leaks or spills associated with the
suspected underground fuel tank, KIPP Delta elected to remove the storage tank and remediate the
soil per EPA guidelines. The State of Arkansas Department of Environmental Quality has
certified the successful resolution of the storage tank issue.

Litigation

From time to time, KIPP Delta may be subject to litigation involving current or former students.
Other than a special education case currently pending, KIPP Delta has no knowledge of any other
outstanding or threatened litigation matters, administrative proceedings or regulatory issues facing
the School wherein any unfavorable decision would have a material adverse impact on KIPP Delta
or on its ability to carry out its obligations. As a preventative measure, KIPP Delta carries
insurance against actual and threatened litigation. See information on pending lawsuit at
Attachment VII.
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Academic Performance

Several metrics are used to determine a student’ s college readiness. Test data gathered over the last
ten years prove that students make tremendous gains over time at KIPP Deltain both reading and
mathematics. Students at KIPP Delta also consistently outperform their peersin the local school
districts and statewide. KIPP Deltaenrolls all studentsin the Smart Core Curriculum so they are
eligible for the Academic Challenge Scholarship when they graduate. KIPP Delta also uses
assessments, such as MAP, and monthly interim tests, described in detail below. These monthly
interim tests are analyzed to identify gaps in student learning; then action is taken to ensure
students get the additional support they need to score as highly as possible. Students are
encouraged to take Advanced Placement courses and all students are required to participate in a
college preparatory summer program.

KIPP Delta continues support for students beyond high school graduation through its “KIPP Delta
Through College” alumni program. The mission of the Program isto ensure that college
graduation isan option for all KIPP Delta students. At the heart of thiswork is the belief that
income, race and zip code should not determine educational outcome. The goal of the program is
to ensure 80% of our high school alumni graduate from college by exposing students to multiple
college options early, guiding students and families through the admissions and financial aid
process, and advocating to eliminate barriers to college matriculation and graduation. On average
93% of KIPP Delta graduates attend a two or four year college, 98% of graduates enroll in atwo-
year, four-year, or technical college within one year of graduating, and 99% of the seniors from the
last five graduating classes have been accepted by a college or university. Since 2010, KIPP Delta
graduates have earned over $6 million in scholarships.

MAP (Measures of Academic Progress) Exam

One indicator of student progress KIPP Delta examines each year is the percentage of students
meeting growth targets as measured by the MAP exam. Each student has an individual “growth
target” for the year. Growth is measured as the difference in points between the beginning-of-year
and end-of-year tests. A student’s growth target is equivalent to average growth nation-wide for
students in the same grade with the same beginning-of-year score. Nationally, on average, 50% of
students makes their growth target. Local and state comparison datais not available. 65% of KIPP
Delta’ s students reached their growth target in Math and 61% reached their target in Reading. 47%
of KIPP Delta students reached their target in Language and 58% reached their target in Science.
KIPP Delta’'s 2015 MAP results are included in the 2015 Annual Report, included as Attachment V.

ACT Exam

One of the main predictors of college readinessis a student’ s performance on the ACT exam. The
ACT isthe most widely taken college entrance exam in the United States and accepted by all
American colleges and universities. Arkansas colleges and universities consider a student scoring
acomposite of 19 or higher to be “ college ready.” One hundred percent of KIPP Delta students sit
for the ACT exam, achieving an average score of 20.1. Their peers attending district high schools
in Helena achieved a 16.3, in Blytheville achieved 18.3, and in Forrest City achieved 18.6. Across
Arkansas, ninety three percent of students take the ACT Exam achieving an average score of 20.4.
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KIPP Delta students engage in rigorous preparation for the ACT including quarterly interim
assessments to monitor progress toward college readiness starting the ninth grade.

The Partnership for Assessment of Readiness for College and Careers (PARCC)

PARCC assessments, which are aligned with the Common Core State Standards were administered
in Arkansas during the 2014-2015 school year. Thiswasthe first year and only year the
assessment was used so no trend or other comparative datais available. The PARCC assessments
were required to be administered to studentsin grades 3-10 for ELA/Literacy and grades 3-8 for
mathematics. PARCC End-of-Course (EOC) assessments are required for Algebral and
Geometry, and districts may choose to administer assessments for Algebra |l and/or Grade 11
ELA/Literacy. On the 2014-15 PARCC assessment, KIPP students outperformed their local
districtsin all eight out of eight Mathematics assessments and in seven out of eight English
Language Arts assessments.

Subject Test KI1PP Prof Local Dist. Prof State Prof
ELA 1ELA Grade 03 10% 8% 29%
ELA 1ELA Grade 04 17% 9% 34%
ELA 1ELA Grade 05 8% 11% 32%
ELA 1ELA Grade 06 19% 16% 33%
ELA 1ELA Grade 07 28% 22% 35%
ELA 1ELA Grade 08 26% 18% 32%
ELA 1ELA Grade 09 25% 13% 37%
ELA 1ELA Grade 10 23% 17% 37%
Math 1Math Grade 03 18% 16% 31%
Math 1Math Grade 04 15% 9% 24%
Math 1Math Grade 05 13% 4% 24%
Math 1Math Grade 06 14% 4% 25%
Math 1Math Grade 07 30% 3% 22%
Math 1Math Grade 08 21% 6% 17%
Math 2Algebral 17% 2% 28%
Math 3Geometry 9% 2% 21%

*School Level Results are included in Attachment V. Also, The' 14-’ 15 PARCC results can be accessed directly by
visiting:http://www.arkansased.gov/divisiong/learning-services/student-assessment/test-scores/year?y=2015
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Additional information on student performance and programs beyond the classroom are in the 2015
Annual Report, included as Attachment V.

Management’ s assumptions of enrollment projections were obtained from KIPP Deltaand are a
sensitive assumption to this forecast.

Assessment of Community Support

KIPP Delta has a proven track record of substantial successin fundraising and advocacy. From
successful competition for federal, state, and private grants to philanthropic fundraising efforts with
individuals, foundations, and corporations, KIPP Deltaraised nearly $8.7 million from FY 2012
through FY 2015 and over $13.9 million since FY 2008. KIPP Delta has also taken aleadership
role in advocating for more equitable facility funding for charters. Working with State legislators
and Arkansas Governor Asa Hutchinson, KIPP Delta helped secure a new one-time per pupil
facility fund for Arkansas charter schools. Thiswill result in more than $700,000 in additional
public revenue for KIPP Deltathisfiscal year. Steps are being taking to ensure that this funding
transitions to a permanent resource. These efforts are afocus for both the executive leadership
team aswell as KIPP Delta’ s Board and are supported by a full-time development team of three.

The strength of the organization’s fundraising efforts was most recently demonstrated by KIPP
Delta s success with the Building a Better Tomorrow Campaign. The Campaign was launched in
the Fall of 2013 to build a new kindergarten wing and playground at the DELA campus. The
campus was operating with over 400 students in a building designed to serve 250 after reaching
capacity just four years after itsfounding. The total project cost was $1.2 million, and KIPP Delta
reached its Campaign goal in just eight months and began construction.

The ongoing fundraising goals are intended to support the programs which KIPP Delta considers to
be outside the scope of its per pupil funds — the KIPP Delta Through College alumni program,
teacher recruitment and retention, athletics and performing arts, in addition to facility construction
needs. Asof November 2015, 100% of the FY 2016 goal had been achieved.

Although other schools exist in the counties where KIPP Delta operates, KIPP Deltais committed
to providing choice and opportunity for all students. KIPP Delta has received numerous letters of
support from community institutions, local businesses and community members (see Appendix V).

Note 12: Revenue from State Assistance

Annually, KIPP Delta receives state revenue from a combination of sources to support the
education of both its preschool and kindergarten through twelfth grade students. Rates for state
assistance for Foundation Funding Aid, plus growth funding; National School Lunch Categorical
Funding plus growth funding; and professional development were obtained from the Arkansas
Department of Education’s August 2015 State Aid Notice. Act 1039 of 2011 amends public school
funding amounts for foundation funding (as provided by Ark. Code Ann 6-2062305(a)(2)) and
categorical funding (as provided by Ark. Code Ann 6-20-2305(b)(2) and 6-20-2305 (b)(5)).
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Revenues from these funding streams were adjusted using an assumed one percent inflation.
Forecasted student populations were provided by the KIPP Delta Management team.

The funding rate for the High Quality Preschool Program was obtained from the August 1 grant
agreement issued by the Arkansas Department of Human Services (DHS). Therate for the
Arkansas Better Chance Program (ABC) was obtained from the FY 17 application. No adjustments
to the annual per pupil award amounts were made.

State Funding Summary

Foundation Funding — Foundation funding is provided by the Arkansas Department of Education
(ADE) annually. These funds are likely to continue for the foreseeable future. Foundation funds
are considered unrestricted and can be used for general operations. Funding rates are published in
the Arkansas Department of Education’s August 2015 State Aid Notice (see Attachment VI).
Charter schools are funded on current year Average Daily Membership (ADM). Thefinal
determination of state foundation funding is available after current 3rd-quarter ADM is established.

Professional Development — These funds are likely to continue for the foreseeabl e future.
Professional Development (PD) funding shall be an amount up to the amount authorized by law
times the district' s ADM of the previous school year. A Commissioner’s memo isissued annualy.
The funding rate is also published in the Arkansas Department of Education’s August 2015 State
Aid Notice (see Attachment VI). PD funding is limited to expenses related to improving the
knowledge, skills, and effectiveness of teachers, administrators, paraprofessionals and bus drivers.

State National School Lunch Categorical Funding — KIPP Deltais a Community Eligibility
Provision (CEP) district. KIPP Delta’'s CEP rateis set at 90% until 2019. The National School
Lunch Act (NSLA) funding is based on the school district’s CEP percentage, multiplied by the
number of enrolled students for the preceding school year. CEP rates are set for four years at a
time. The CEP rate determines the school district’s funding band. For school districtsin which
90% or greater of the students are enrolled in the national school lunch program, state categorical
funding shall be the amount authorized by Ark. Code Ann. § 6-20-2305(b)(4)(A)(i).

In FY 16, KIPP Deltawent from afree and reduced lunch participation rate of less than 90 percent
to being at or over 90 percent. Additional funding, referred to ask transition funding, is provided to
that move schools from one funding band to another. KIPP Deltaisin year one of athree year
transition process. Each year, funding is increased by one-third of the difference between the
amount for the current year and the per student funding amount for the preceding year. Full NSLA
funding is set at $1,562. KIPP Deltawill reach full funding in FY 2018, which iswhy the
transition and growth funding ceases in the forecasted revenue.

School districts that grow at least one percent for each of the three previous years, also qualify for
National School Growth Funding. Growth funding is calculated as the three year average growth
in enrollment multiplied by the district’s previous year's CEP percentage.

All NSLA funding isrestricted to uses that provide research-based programs or purposes that
improve or sustain the academic achievement of students who were scoring below proficiency.
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This funding cannot be used to meet or satisfy the Arkansas Standards for Accreditation of
Arkansas Public Schools and School Districts. The rates for the base NSLA, growth and transition
funding are published in the Arkansas Department of Education’s August 2015 State Aid Notice
(see Attachment VI).

AR Better Chance — The Arkansas Better Chance program is funded through an appropriation in
the Arkansas Department of Education (ADE) Public School Fund budget. ADE contracts with the
DHS Division of Child Care and Early Childhood Education to administer the program. The
Division isresponsible for all operational duties associated with ABC. Funding is expected to
continue for the foreseeabl e future. Grant funds are awarded annually. Funds are restricted to
salaries and programs used to support the growth and devel opment of three and four year old
children whose parents qualify for the program.

High Quality Preschool Program — DHS Division of Child Care and Early Childhood Education
administers the program. The Division is responsible for all operational duties associated with the
High Quality Preschool Program (HQPP). Funding is expected to continue through FY 2019.
Grant funds are awarded annually. Funds are restricted to salaries and programs used to support
the growth and development of four year old children whose parents qualify for the program. In
FY 18, KIPP Deltais expected to increase its number of funded slots from 11 to 16.
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Fiscal revenues from all of these funding streams are summarized in the following table. State
funding documentation is included in Attachment VI.

State Assistance 2016 2017 2018 2019 2020
Foundation funding (general operating) $ 6584 $ 6,650 $ 6,716 $ 6,784 $ 6,851
Projected students 1,396 1,534 1,929 2,161 2,369

9,191,264 10,200,855 12,955,817 14,659,147 16,230,817

Professional development 26 26 26 26 26
Projected students 1,316 1,396 1,534 1,929 2,161
34,282 36,366 39,961 50,250 56,294

State — National School Lunch (NSL) (base - math, literacy, science improvement) 1,042 1,215 1,562 1,562 1,562
Projected students eligible free/reduced lunch 1,192 1,256 1,736 1,945 2,132
1,242,064 1,526,040 2,711,788 3,037,934 3,330,340

State - National School Lunch (NSL) (transition - math, literacy, science improvement) 173 173 - - -
Projected students eligible free/reduced lunch 1,192 1,256 - - -
206,216 217,288 - - -

State — National School Lunch (NSL) (growth - math literacy, science improvement) 1,562 1,562 - - -
Projected students eligible free/reduced lunch 139 139 - - -
217,118 217,118 - - -

AR Better Chance (ABC) Pre-K (3/4 yr olds slots) 4,860 4,860 4,860 4,860 4,860
Projected students 34 34 45 45 45
165,240 165,240 218,700 218,700 218,700

High Quality Preschool Program (improvement slots) 2,460 2,460 2,460 2,460 -
Projected students (ABC 4 yr olds) 19 19 30 30 -
46,740 46,740 73,800 73,800 -

High Quality Preschool Program (expansion slots) 7,830 7,830 7,830 7,830 -
Projected students (Non-ABC 4 yr olds) 11 11 16 16 -
86,130 86,130 125,280 125,280 -

Facilities funding (one-time) 554 - - - -
Projected students 1,316 1,534 1,929 2,161 2,369
729,064 - - - -

Arkansas No Kid Hungry carryover 720 - - - -
ABC carryover 243 - - - -
Better Beginnings carryover 1,500 - - - -
NSL carryover 21,919 - - - -
Arkansas Recognition Grant (one-time) 9,655 - - - -
Professional development carryover 1,231 - - - -
35,268 - - - -

Total State Assistance $ 11953386 $ 12495776 $ 16125346 $ 18165112 $ 19,836,151

Management’ s assumption that these revenues will be obtained by KIPP Deltais a significant and
sensitive assumption to this forecast.
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Note 13: Revenue from Federal Assistance

KIPP Deltareceives federal revenue from four U.S. Department of Education formula grant
programs; Title 1, Titlell, Title VI-B, Section 611 and Title VI-B, Section 619. Titles| and Il are
part of Public Law 107-110, the No Child Left Behind Act of 2001. Title VI-B grants are part of
the Individuals with Disabilities Education Act.

KI1PP Delta aso participatesin the U.S. Department of Agriculture National School Lunch
Program. The formulas used to allocate these federal funds to schools are outlined in the
associated federa statutes. In FY 16, KIPP Delta began participating in the Community Eligibility
Provision (CEP). Section 104 (a) of the Healthy, Hunger Free Kids Act (HHFKA) of 2010
established CEP. This programis available to local education agencies and schoolsin high poverty
aress.

The Arkansas's Department of Education uses these federal statutes to calculation
awards/reimbursement rates annually. The amount awarded per grant program changes annually
depending on the total amount of funding allocated to Arkansas, school enrollment, poverty rates,
breakfast and lunch participation rates, and the number of students with Individualized Education
Programs.

Federal Funding Summary

Titlel —Titlel, Part A (Titlel) of the Elementary and Secondary Education Act, as amended
(ESEA) provides financial assistance to local educational agencies (LEAS) and schools with high
numbers or high percentages of children from low-income familiesto help ensure that all children
meet challenging state academic standards. Title | funds are currently allocated through four
statutory formulas that are based primarily on census poverty estimates and the cost of education in
each state. This program is administered by the Arkansas Department of Education (ADE) and
funding is expected to continue for the foreseeable future. Grant funds are awarded annually and
are considered restricted funds. Schools that operate a school-wide program must use these dollars
to upgrade their entire educational programs to improve the achievement for all students,
particularly the lowest-achieving students.

Title 11 — The purpose of the program is to increase academic achievement by improving teacher
and principal quality. Title Il funds are currently alocated through a statutory formulathat takes
into account the number of students ages 5 and 17 that are enrolled in the district. This programis
administered by the Arkansas Department of Education (ADE) and funding is expected to continue
for the foreseeable future. Grant funds are awarded annually and are considered restricted funds.
Title I, Part A provides these agencies the flexibility to use these funds creatively to address
challenges to teacher quality.
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Federal Special Education and Pre-school — Title VI, Part B, Section 611 and Section 619 of the
Individuals with Disabilities Education Act (IDEA) provides financial assistanceto LEAswith

high number or high percentages of children with disabilities. Federal special education dollars are
awarded through two grant programs. Programs for School-age Students (Section 611) and Early
Childhood (Section 619). Both grants are currently allocated through three statutory formulas
based on (1) historical payment data; (2) the relative number of enrolled studentsin the district; and
(3) the relative number of studentsliving in poverty. This program is administered by the Arkansas
Department of Education (ADE) and funding is expected to continue for the foreseeable future.
Grant funds are awarded annually and are considered restricted funds. Funds must be used to
support the needs of students with Individualized Education Program.

Federal Child Nutrition — Reimbursement rates for breakfast, lunch, and school snacks are
determined by the US Department of Agriculture (USDA), Food and Nutrition Service. The
program is administered by the Arkansas Department of Education/Child Nutrition Unit and
funding is expected to continue for the foreseeable future. Grant funds are awarded annually and
are considered restricted funds. Actual funding is based on the number of meals served each month
multiplied by the reimbursement rate.

Rural and Low-Income School Program Title VI-B State — In order to receive thisfunding, a
schooal district must not be eligible for federal Title IV funds and must enroll 20% or more of
students between the ages of 5 to 17 from families living below the poverty line. The programis
administered by the Arkansas Department of Education and funding is expected to continue for the
foreseeable future. Grant funds are awarded annually and are considered restricted funds.

Medicaid/ARMAC Reimbursement — Medicaid is afederally funded program. Schools can
receive Medicaid-related reimbursement for a variety health and mental health services provided to
students with an Individualized Education Program and/or considered medically fragile. Funding
is also received for administrative support. Randomized time studies are used to determine how
much administrative time is spent assisting families each quarterly. The program is administered
by the Arkansas Department of Education, Medicaid in the Schools Division and funding is
expected to continue for the foreseeable future.

Forecasted revenues for FY 2017 through FY 2020 were made by establishing a per pupil
alocation using actual FY 16 award amounts. The FY 16 per pupil allocation was then multiplied
by future year enrollment projections. Federal funding documentation isincluded in Attachment
VI.
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Federal Assistance 2016 2017 2018 2019 2020
Title| funds $ 1128 $ 1139 $ 1151  $ 1162 $ 1,174
Projected students 1,316 1,396 1,534 1,929 2,161

1,484,448 1,590,435 1,765,132 2,241,844 2,536,585

Title!l funds 165 167 168 170 172
Projected students 1,316 1,396 1,534 1,929 2,161
217,140 232,643 258,198 327,929 371,043

Special education 2,246 2,268 2,291 2,314 2,337
Projected students 112 122 152 169 183
251,220 277,322 348,732 390,673 428,276

Federal — national school lunch w/ community eligibility 932 951 970 989 1,009
Projected students eligible free/reduced lunch 1,396 1,534 1,929 2,161 2,369
1,301,072 1,458,282 1,870,460 2,137,328 2,389,911

Title VI-B Pre-School (State) 5,217 8,431 10,602 11,878 13,021
Title VI-B Pre-School (Federal) 8,562 6,783 8,530 9,556 10,475
Title VI-B (RLIS) 26,078 28,663 36,043 40,378 44,262
Medicaid/ARMAC reimbursement 15,582 17,127 21,127 24,127 26,449
Title 1 carryover 261,506 215,000 215,000 215,000 215,000
Title IV-B carryover 22,094 - - - -
Fresh Fruits & Veg. Program 77,175 77,175 - - -
Total Federal Assistance $ 3670094 $ 3911861 $ 4533824 $ 5398714 $ 6,035021

Management’ s assumption that these revenues will be obtained by KIPP Deltais a significant and
sensitive assumption to this forecast.
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Note 14: Contributions, Gifts and Donations

KIPP Delta has a proven track record of substantial successin fundraising and advocacy. From
successful competition for federal, state, and private grants to philanthropic fundraising efforts with
individuals, foundations, and corporations, KIPP Delta has raised nearly $8.7 million from FY
2011 through FY 2015 and over $13.9 million since FY 2008. The following table details our
fundraising performance by year over the past five years plus the current year.

Annual Campaign FY2011 FY2012 FY2013 FY2014*  FY2015 FY2016**

Individuals $113451  $631,025  $281,743  $607,350

Grants e 1,631,373 1135863 1515906 1,381,472

Events Fylland FY12 61,151 51,387 91,555 105,150
. unavailable.

Corporations 110,920 56,723 187,632 93,508

Employee Giving 23,455 8,000 7,835 11,171

Total Annual Campaign ~ $1,298,788  $1,459,973  $1,919,239  $1,882,058 $2,084,672  $2,198,702

*FY 14 Annual Campaign figure does not include a $250k |oan forgiveness from CSGF
** FY16is YTD Performance

Please note that these figures are lower than the dollar amounts reported by auditors. Auditors
report all grants and donations received and earned during afiscal year. KIPP Deltareporting is
dightly more conservative in that they only report philanthropic donations received toward annual
campaign.

KIPP Delta has also taken aleadership role in advocating for more equitable facility funding for
charters. Working with State Legislators and Governor Hutchinson, KIPP Delta helped secure a
new one-time per pupil facility fund for Arkansas charter schools. Thiswill result in more than
$700,000 in additional public revenue for KIPP Deltathisfiscal year. Steps are being taking to
ensure that this funding transitions to a permanent resource. These efforts are afocus for both the
executive leadership team as well as KIPP Delta’s Board and are supported by afull-time
development team of three.

The strength of the organization’s fundraising efforts was most recently demonstrated by KIPP
Delta’ s success with the Building a Better Tomorrow Campaign. The Campaign was launched in
the fall of 2013 to build a new kindergarten wing and playground at the DELA campus. The
campus was operating with over 400 students in a building designed to serve 250 after reaching
capacity just four years after its founding. Thetotal project cost was $1.2 million, and KIPP Delta
reached its Campaign goal in just eight months and began construction.

KIPP Delta’'s FY 2016 annual campaign fundraising target is $2 million. The ongoing fundraising
goals are intended to support the programs which KIPP Delta considers to be outside the scope of
its per pupil funds —the KIPP Delta Through College alumni program, teacher recruitment and
retention, athletics and performing arts, in addition to facility construction needs.
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Asof May 20, 2016, $2,225,711 has been raised toward the $2M goal with another $922,450
secured towards next fiscal year’s goal.

Contribution revenue is made up of projected donations and is based on historical giving and upon
communication of intent with private donors. KIPP Deltafeelsthat thislevel of fundraising is
sustainable with its fundraising plan. Donations are based on historical funding from opening other
schools. Based on KIPP Déelta’s historical financial statements, it is a significant assumption in
these forecasted statements that KIPP Deltawill continue to maintain approximately $1,000,000,
annually, of temporarily restricted net assets at each fiscal year-end.

Fiscal revenues from these streams are summarized in the following table:

2016 2017 2018 2019 2020

Contributions, Gifts and Donations

Wally McCloskey $ 500000 $ -3 - 0% -3

Arthur Rock and Rembe AP Grant 125,000 - - -

KIPP Foundation: Student Wellness 54,235

KIPP Foundation CSPG 3 78,500 -

KIPP Foundation CSPG 4 267,988 226,000

KIPP Foundation: Local Advocacy Strategy and Capacity 75,000 -

KIPP Foundation: Shark Tank 200,000 - -

KIPP Foundation: STEP (year 1-3) 13,000 9,000 8,000

USDA —Helena 23,337 - -

WFF-Associated Facility Expenses 200,000

WFFBeech Crest 700,000

WFF—Central 1,300,000

WFFForrest City 100,000 -

WFFGeneral Operating Grant - 500,000

WFF-Helena - 500,000

WFF-Transportation 609,200 529,200

Windgate Charitable Foundation (Yrs 2-3) 50,000 50,000 - -

Nurco Steel & Nucor-Y amato Steel (Yrs 2-5) 50,000 50,000 50,000 50,000

Southern Bancorp (Yrs 2-5) 25,000 25,000 25,000 25,000

WFF-KTC (Yr2) 198,906 - - -

Author Rock & Rembe AP grant (carryover) 3,156

Author Rock & Rembe PD (carryover) 2,808

Doris & Donald Fisher Student Wellness Grant (carryover) 7,771

Gates (carryover) 14,772

Kenan Charitable Trust (carryover) 2,000

King Foundation (carryover) 35,000

KIPP Foundation: Local Advocacy Strategy and Capacity (carryover) 13,721

KIPP Foundation: ELMA Music Foundation-Helena and Blytheville (carryover) 42,222

Morton (carryover) KTC 14,724

Pathwise (carryover) 8,053

WFF — Forrest City Start Up (carryover) 376,433

WFF —KTC (carryover) 141,143

Windgate Charitable Foundation carryover (Yr. 1) 50,000 - - - -

Other 292,867 1,110,800 1,917,000 1,925,000 2,000,000

Less: Carryover recognized in PY revenues (437,273) - - - -
Total Contributions, Gifts and Donations $ 5137563 $ 3,000000 $ 2000000 $ 2,000,000 $ 2,000,000

Management’ s assumption that these contributions will be obtained by KIPP Deltais a significant
and sensitive assumption to this forecast.
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Note 15: Activity Revenue

Activity revenue consist of revenues received for ticket sales for athletic events, schools sponsored
activities, tuition for daycare and preschool, uniform sales and staff meal sales. No inflation rates
were used. Cost estimates are based on FY 16 actuals. Projects assume that athletic events will
generate $41 and other school sponsored events will generate $100 on a per pupil basis for each
student enrolled between 7th and 12th grades. Revenue from daycare and preschool tuition
assumes that at least 9.5 families will be enrolled annually and pay an annual tuition of $5,000.
The model assumes that each enrolled student will purchase at least three uniform shirts annually.
Shirts cost approximately $8.50. Management estimates that each teacher will eat lunch in their
respective school’ s cafeteria approximately 28 timesayear. An adult lunch cost $3.40. Revenue
from these funding streamsis summarized in the following table (see Note 2 — Classification
Changes between Forecasted and Historical Periods):

Activity Revenues 2016 2017 2018 2019 2020
Athletics $ 28337 $ 29813 $ 35975 $ 41391 $ 45,692
Other school — sponsored events 65,163 72,103 87,004 100,105 110,505
Daycare & Pre-K tuition 47,400 45,000 45,000 45,000 45,000
Uniform sales 28,195 32,928 41,223 46,095 50,463
Paid meals sales 14,962 17,466 17,677 19,571 21,370

Total activity revenues $ 184,057 $ 197310 $ 226879 $ 252162 $ 273,030

Note 16: School-level Employee Compensation and Related Expenses

A summary of school-based salary expenses and employee benefits expense is shown in the
following table. KIPP Delta's salary expenses are based on management’ s forecasted need for
approximately 160 full-time equivalents (FTES) in 2016; 156 in 2017; 189 in 2018; 210 in 2019;
and 229 in 2020. These staffing projections include the salary and benefit costs associated with
principals, assistant principals, teachers, coaches, instruction aids, counselors and operation support
staff. Average salary amounts were used for each respective job category. Management has
forecasted an annual retention rate of 66%. Salaries for returning staff are projected to increase 3%
annually. Benefit expenses are projected to equal approximately 27% of compensation costs.

2016 2017 2018 2019 2020
School Site Staff (including SST) $ 8379844 $ 8879396 $ 10,800,484 $ 11,988,867 $ 13,143,882
Total salaries and benefits $ 8379844 $ 8879396 $ 10,800,484 $ 11,988,867 $ 13,143,882
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Note 17: School-level Staff Recruitment & Development

Management allocates $150 per student to staff development and associated travel; $20 per student
for acknowledgment and retention activities; $70 for interns, stipends and teacher placement fees.
Management also estimates that each new school-level staff hire will cost approximately $500 to
recruit. No inflation rate was applied for FY 17 through FY 20.

Educational materials by purpose are summarized in the table below.

2016 2017 2018 2019 2020
Staff development & associated travel $ 185572 $ 239,400 $ 301,050 $ 335850 $ 367,050
Acknowledgement & retention activities 9,783 31,191 39,222 43,862 48,022
Interns, stipends & TFA fees 102,035 109,496 137,337 153,697 168,637
Staff recruitment 7,924 21,866 19,495 13,108 10,026
Staff development & recruitment $ 305314 $ 401,953 $ 497,104 $ 546517 $ 593,735

Note 18: Direct Student Expenses

Direct student expenses were calculated by using historical spending patterns to establish an
average cost per lineitem. Management used projected enrollment and these average cost
alocations to forecast cost for each school site. No inflation rates were utilized after FY 17.

Direct student expenses by purpose are summarized in the table below:

2016 2017 2018 2019 2020

Textbooks & core curricula $ 180984 $ 157,163 $ 196,211 $ 219,752 $ 240,265
Library books & supplemental instructional mat. 147,360 205,510 255,688 284,386 310,662
Testing & exam supplies 46,247 56,109 70,092 78,475 85,961
Classroom materials & supplies 83,395 151,881 189,812 210,692 229,412
Parental involvement act. (required) 18,150 5,104 6,593 6,808 7,161
Special education & counseling services 109,429 99,317 123,568 136,558 147,248
Experienced based field lessons 167,043 193,817 242,079 271,079 297,079
Student activities (i.e. clubs, prom, yearbook) 38,950 56,933 66,339 72,419 80,136
Student uniforms 61,822 55,514 69,022 76,142 83,516
Student recruitment 8,190 27,306 31,235 33,610 38,155
Athletics 102,582 96,166 105,954 113,589 126,708
Music, Drama, & Art (w/ shuttle service) 57,054 44,038 51,235 55,911 62,492
Nursing & wellness services 10,398 30,897 38,590 43,230 46,720

Direct student expenses $ 1,031,604 $ 1,179,754 $ 1446417 $ 1602652 $ 1,755514
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Note 19: KIPP Through College

The staffing model for KIPP Through College (KtC) is driven by the number of 5th — 12th grade
students who have attended KIPP Delta. One advisor is needed to support approximately every
287 students. A director and a part-time administrative assistant are needed to support the entire
program. Program expenses are estimated to cost between $188 and $194 per student.

2016 2017 2018 2019 2020
Salaries and benefits $ 217,805 $ 290,725 $ 367,825 $ 378859 $ 390,225
Program expenses 734,441 274,717 244,317 342,319 372,703
Total KIPP through college $ 952246 $ 565442 $ 6127142 $ 721,178 $ 762,928

Note 20: Transportation

Transportation expenses are impacted primarily by the number of bus routes needed and student

enrollment per community. The below chart provides a breakdown of expenses between salaries
and benefits and program expenses.

2016 2017 2018 2019 2020
Sdlaries and benefits $ 589686 $ 615416 $ 802754 $ 925427 $ 1,043,692
Program expenses 408,246 426,060 555,756 640,683 722,560
Total transportation $ 997932 $ 1041476 $ 1358510 $ 1566110 $ 1,766,252

Note 21: Food Services

Food Service expenses are driven primarily by student enrollment. The annual operating budget
for food service is limited to the anticipated revenue. The below chart provides a breakdown of
expenses between salaries and benefits and program expenses.

2016 2017 2018 2019 2020
Salaries and benefits $ 376466 $ 437971 $ 551325 $ 615311 $ 672,677
Program expenses 951,360 1,106,789 1,393,243 1,554,940 1,699,909
Total food services $ 1327826 $ 1544760 $ 1944568 $ 2170251 $ 2,372,586
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Note 22: Custodial Services

Staffing costs for the custodians is expected to increase by 15 percent annually. The below chart
provides a breakdown in expenses between staffing and programs.

2016 2017 2018 2019 2020
Salaries and benefits $ 171590 $ 197329 $ 226928 $ 260967 $ 300,112
Program expenses 140,646 154,121 160,349 210,638 185,606
Total custodial services $ 312236 $ 351450 $ 387277 $ 471605 $ 485718

Note 23: Other Operating and Professional Services

Historical spending patterns were used to establish a per pupil cost alocation. Management used
these average cost alocations and projected enrollment to forecast expenses for other operating and
professional services for each school site. No inflation rates were utilized after FY 17.

Related expenses by purpose are summarized in the table below:

2016 2017 2018 2019 2020
Office expenses $ 133137 $ 112453 $ 140490 $ 156730 $ 171,290
Non-PD travel expenses (hotel, food, & travel) 13,573 53 58 61 71
Other operating expenses - 10,820 16,519 14,442 12,718
Professional services (counseling) 52,172 85,924 110,015 122,278 132,111

Total other operating & prof. services $ 198882 $ 209249 $ 267,082 $ 293511 $ 316,190
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Note 24: Central Office and Regional Expenses

Historical spending patterns were used to establish a per central office employee cost allocation.
Management used these per staff allocations and its projected FTE estimates to forecast expenses.
No inflation rates were utilized after FY 17. Actual expenses from FY 15, including costs for
facility leases, insurance, IT, utilities, and maintenance were used to forecast future expenses on a
per pupil basis. No inflation rates were utilized. Central office and regional expenses by purpose
are summarized in the table below:

2016 2017 2018 2019 2020
Salaries, benefits and payroll taxes $ 148059 $ 1,897,377 $ 2,022,676 $ 208335 $ 2,145,857
Staff recruitment & development 221,417 104,782 106,853 110,425 108,925
Staff & student support 2,560 2,994 3,099 3,204 3,204
Development & PR 445,197 137,530 161,755 184,280 203,405
Other operating & prof. services 306,492 191,290 215,478 239,401 257,914
Furniture & assets 11,584 25,454 24,368 25,131 23,281

Total central office expense $ 2467846 $ 2359427 $ 2534229 $ 2,645797 $ 2,742,586

2016 2017 2018 2019 2020
Facility leases $ 44928 $ 64,928 $ 64,928 $ 64,928 $ 64,928
Insurance 146,835 212,413 232,530 245,702 257,978
IT & communications 358,070 411,036 517,418 577,469 631,308
Utilities 220,733 269,802 339,631 407,557 489,069
Maintenance 223,997 700,000 250,000 300,000 400,000

Totdl ins, main, IT, utilities and leases $ 994563 $ 1658178 $ 1404507 $ 1595656 $ 1,843,283
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Note 25: Depreciation Expense and Fixed Assets

The estimated provision for depreciation during the forecast period was computed using the
straight-line method for KIPP Delta’ s existing capital assets, as well as the capitalized costs of the
projects. Depreciation expense is forecasted using the estimated useful lives for each type of asset
required. Depreciation of the Beech Crest project is assumed to begin in July 2018 and Bryles and
Forrest City projects are assumed to begin July 2019. Depreciation expense is summarized in the
following table:

2016 2017 2018 2019 2020
Buildingsand improvements  $ 321,369 $ 321,369 $ 564,329 $ 748,747 $ 748,747
Furniture and equipment 344,828 368,096 393,485 414,546 435,326
$ 666,197 $ 689,465 $ 957,814 $ 1,163,293 $ 1,184,073

Fixed asset additions are summarized in the following table:

2016 2017 2018 2019 2020
Land $ 80,600 $ - $ 719,000 $ 486,300 $
CIP-2015 (1,354,297) - - -
CIP — Beech Crest 456,611 6,733,389 (7,190,000)
CIP—Centra 1,673,328 1,574,072 (3,247,400) -
CIP-Bryles - - 4,863,000 (4,863,000)
CIP —Forrest City - - 3,000,000 (3,000,000)
Buildings — 2015 1,354,297 - - -
Beech Crest campus - - 6,471,000
Central campus - - 3,247,400 -
Bryles campus - - - 4,376,700
Forrest City site improvements 233,634 - -
Forrest City campus - - - 3,000,000 -
Furniture and assets 86,695 232,686 253,886 210,612 207,798

$ 2,530,868 $ 8,540,147 $ 8,116,886 $ 210,612 $ 207,798
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Fixed assetsin total are summarized in the following table:

Note 26:

Asset Cost 2016 2017 2018 2019 2020
Sites/land $ 916,605 $ 916,605 $ 1,635,605 $ 2,121,905 $ 2,121,905
Buildings and improvements 12,854,767 12,854,767 22,573,167 29,949,867 29,949,867
Furniture and equipment 3,448,277 3,680,963 3,934,849 4,145,461 4,353,259
Construction in progress 2,129,939 10,437,400 7,863,000 - -

19,349,588 27,889,735 36,006,621 36,217,233 36,425,031

Accumulated depreciation 5,160,418 5,849,883 6,807,697 7,970,990 9,155,063

Net book value $ 14,189,170 $ 22,039,852 $ 29,198,924 $ 28,246,243 $ 27,269,968

Interest Expense
Interest expense incurred and interest payments projected during the forecast period are
summarized in the following tables:
2016 2017 2018 2019 2020
Interest Incurred

(FF) USDA — Fecilities— ELA $ 51,330 $ -3 - 3% - -
(GG) Southern Bancorp — Facilities— ELA 28,771 - - - -
(HH) Southern Bancorp — Facilities— Gym/land 49,942 - - - -
(1) Southern Bancorp — Facilities— DCPS 17,636 - - - -
(3J) Southern Bancorp — DCH 8,367 129,700 - - -
(KK) Arvest Bank — Facilities— BCPS Phase 1 135,544 - - - -
(AA) Central Purchase 60,000 60,000 18,285 19,365 18,727
(BB) FC Capital Lease - 7,617 4744 1,708 -
(CC) Other Capital Leases 6,438 7,652 3,855 5,963 3,476
(DD) Note payable — Charter School Growth Fund 5,000 5,000 - - -
(EE) Construction loan — Forrest City - - 76,950 - -
(A) Construction loan — Beech Crest - 300,000 - - -
(B) Construction loan — Central and Bryles - 20,000 360,000 - -
(C) Note payable—TBD Commercia Bank - - 22,729 22,824 20,664
(D) USDA — Beech Crest - - 300,000 300,793 303,388
(E) FCCPS Campus - - - 127,567 151,016
(F) USDA —Central and Bryles - - - 290,000 317,747
Total interest incurred 363,029 529,968 786,563 768,221 815,019
Less capitalized interest - (320,000) (360,000) - -
Total interest expense $ 363029 $ 20998 $ 426,563 $ 768,221 815,019




KIPP DELTA, INC.

Assumptions and Notes to Forecasted Financial Statements
Years Ending June 30, 2016 Through 2020

2016 2017 2018 2019 2020
Interest Payments

(FF) USDA — Fecilities— ELA $ 51330 $ - % - 8 -8 -
(GG) Southern Bancorp — Facilities— ELA 28,771 - - - -
(HH) Southern Bancorp — Facilities— Gym/land 49,942 - - - -
(1) Southern Bancorp — Facilities— DCPS 17,636 - - - -
(3J) Southern Bancorp — DCH 8,367 129,700 - - -
(KK) Arvest Bank — Facilities— BCPS Phase 1 135,544 - - - -
(AA) Central Purchase 60,000 60,000 18,285 19,365 18,727
(BB) FC Capital Lease - 7,617 4,744 1,708 -
(CC) Other Capital Leases 6,438 7,652 3,855 5,963 3,476
(DD) Note payable — Charter School Growth Fund 5,000 5,000 - - -
(EE) Construction loan — Forrest City - - 76,950 - -
(A) Construction loan — Beech Crest - - 300,000 - -
(B) Construction loan — Central and Bryles - - - 380,000
(C) Note payable -TBD Commercial Bank - - 22,729 22,824 20,664
(D) USDA —Beech Crest - - - 600,793 303,388
(E) FCCPS Campus - - - 127,567 151,016
(F) USDA —Central and Bryles - - - 290,000 317,747

Total interest payments $ 363029 $ 20998 $ 426563 $ 1448221 $ 815,019

Notes refer to descriptions of debt agreementsinclude in Note 27.

There are timing differences between when interest isincurred on the outstanding debt and
when the interest payments are required. The table below shows that the effect of these timing
differencesis being recorded as accrued interest payable on the balance sheet during the
forecasted period, asfollows:

2016 2017 2018 2019 2020
Accrued Interest
Beginning accrued interest $ 50000 $ 50000 $ 370,000 $ 730,000 3 50,000
Add: Interest incurred 363,029 529,968 786,563 768,221 815,019
Less: Interest paid 363,029 209,968 426,563 1,448,221 815,019
Total accrued interest $ 50,000 $ 370,000 $ 730,000 $ 50,000 $ 50,000
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Note 27: Long-term Debt

Long-term debt balances are summarized in the following table:

2016 2017 2018 2019 2020

Balances

(FF) USDA — Facilities— ELA $ 1026601 $

(GG) Southern Bancorp — Facilities— ELA 575,424

(HH) Southern Bancorp — Facilities— Gym/land 998,846

(I1) Southern Bancorp — Facilities— DCPS 352,718

(3J) Southern Bancorp — DCH 167,348 -

(KK) Arvest Bank — Facilities— BCPS Phase 1 2,710,884 2,594,000

(LL) Line of credit - - - - -

(AA) Central/FC 1,200,000 1,200,000 383,382 371,218 358,414

(BB) FC Capital Lease 161,180 110,381 56,708 - -

(CC) Other Capital Leases 143,057 170,040 85,677 132,502 77,247

(DD) Note payable — Charter School Growth Fund 500,000 500,000 - - -

(EE) Construction loan — Forrest City - 3,000,000

(A) Construction loan — Beech Crest 9,300,000 -

(B) Construction loan — Central and Bryles 1,122,000 9,177,000 - -

(C) Note payable -TBD Commercial Bank 464,056 422,874 379,531

(D) USDA — Beech Crest 9,990,000 9,809,466 9,587,771

(E) FCCPS Campus - 2,964,221 2,919,223

(F) USDA — Centra and Bryles 9,675,000 9,563,171

7,836,058 14,996,420 23,156,824 23,375,281 22,885,357

Less current portion (359,190)  (10,871,536) (12,588,743) (489,924) (468,046)

(A)

(B)

(©)

(D)

(E)

$ 7476868 $ 4,124,884 $ 10568081 $ 22,885357 $ 22,417,311

Forecasted construction line of credit to a TBD Commercial Bank, secured by real estate, interest at
5.0%, with balance due July 1, 2017. In addition to the construction line of credit, thisloan will
refinance existing loans (FF), (GG), (HH), (11), & (JJ). Thisloan will be converted to long-term
debt by loan (D).

Forecasted construction line of credit to a TBD Commercial Bank, secured by real estate, interest at
5.0%, with balance due July 1, 2018. In addition to the construction line of credit, thisloan will
refinance existing loan (KK) and approximately $806,000 of existing loan (AA). Thisloan will be
converted to long-term debt by loan (F).

Forecasted note payable to a TBD Commercia Bank, secured by donor contributions, due $5,334
monthly including interest at 5.125%, with balance due July 2027. Thisloan will refinance existing
loan (DD).

Forecasted note payable to USDA, secured by real estate, with a $300,000 interest payment due on
July 2018, then due $43,757 monthly including interest of 3.125%, with balance due August 2047.
Thisloan will refinance loan (A).

Forecasted note payable to a TBD Commercial Bank, secured by real estate, due $16,335 monthly
including interest of 5.13% with balance due August 2047. Thisloan will refinance loan (EE).
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(F) Forecasted note payable USDA, secured by real estate, with a $290,000 interest payment due on
July 2019, then due $35,798 monthly including interest of 3.125%, with balance due August 2058.
Thisloan will refinance loan (B).

(AA) Forecasted note payable to Southern Bancorp Community Partners, secured by real estate, interest at
5.25%, due July 1, 2020. $806,000 of this loan will be refinanced by loan (B). Theremaining
$394,000 will be converted to a 20 year note payable with a TBD Commercial Bank at 5.125%
interest with principle and interest payments of $2,627 payable monthly.

(BB) Forrest City campus capital lease for modular buildings with Ramtech Building Systems, imputed
interest of 5.514%, payable $4,868 due monthly through June 2019.

(CC) Capital leases for buses and other equipment, imputed interest of approximately 4.5% payable,
quarterly payments payable. It isassumed KIPP Deltawill continue to acquire buses and other
capital assets throughout the forecasted period.

(DD) Note payable to Charter School Growth Fund, unsecured, due in full in June 2018 including interest
at 1%. Thisloan will be refinanced by loan (C).

(EE) Forecasted construction line of credit to a TBD Commercial Bank, secured by real estate, interest at
5.13%, with balance due July 1, 2018.

(FF) Note payableto USDA, secured by real estate, due $5,497 monthly including interest at 4.75%, with
balance due August 2045. This existing loan will be refinanced by loan (A).

(GG) Note payable to Southern Bancorp, secured by real estate and guaranteed by the USDA, due $9,786
monthly including interest at 6.37%, with balance due August 2024. This existing loan will be
refinanced by loan (A).

(HH) Note payable to Southern Bancorp, secured by real estate, due $8,902 monthly including interest at
5.50%, with balance due June 2029. This existing loan will be refinanced by loan (A).

(1) Note payable to Southern Bancorp, secured by real estate, due $2,766 monthly including interest at
4.00%, with balance due March 2031. Thisexisting loan will be refinanced by loan (A).

(3J) Note payable to Southern Bancorp, secured by real estate, due $1,328 monthly including interest at
5.00%, with balance due March 2031. Thisexisting loan will be refinanced by loan (A).

(KK) Note payable to Arvest Bank, secured by real estate and guaranteed by USDA, due $20,452 monthly
including interest at 5.39%, with balance due December 2032. This existing loan will be refinanced
by loan (B).

(LL) Line of credit with available borrowings up to $500,000 and an interest rate of 5.25%. Thelineis
secured by donor contributions and is due April 2016.
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Long-term debt proceeds and payments are summarized in the following tables:

2016 2017 2018 2019 2020
Proceeds from new loans

(AA) Central Purchase $ 1,200,000 $ - $ - $ -3 -
(BB) FC Capital Lease 161,180 - - - -
(CC) Other Capital Leases - 132,200 - 132,200
(DD) Note payable — Charter School Growth Fund - - - -
(EE) Construction loan — Forrest City - - 3,000,000
(A) Construction loan — Beech Crest - 9,300,000 -
(B) Construction loan — Central and Bryles - 1,122,000 8,055,000
(C) Note payable — TBD Commercial Bank - - 500,000
(D) USDA — Beech Crest - - 9,990,000 -
(E) FCCPS Campus - - - 3,000,000
(F) USDA — Centra and Bryles - - - 9,675,000

Total proceeds $ 1,361,180 $10,554,200 $ 21545000 $ 12,807,200 $

2016 2017 2018 2019 2020
Principal Payments

(FF) USDA — Facilities—ELA $ 28384 $ 1026601 $ - $ -8 -
(GG) Southern Bancorp — Facilities— ELA 15,910 575,424 - - -
(HH) Southern Bancorp — Facilities— Gym/land 27,617 998,846 - - -
(11) Southern Bancorp — Facilities— DCPS 9,752 352,718 - - -
(3J) Southern Bancorp — DCH 4,627 167,348 - - -
(KK) Arvest Bank — Facilities— BCPS Phase 1 74,952 116,884 2,594,000 - -
(LL) Line of credit 380,000 - - - -
(AA) Note payable — Southern Bank - - 816,618 12,165 12,803
(BB) FC Capital Lease - 50,799 53,673 56,708 -
(CC) Other Capital Leases 104,615 105,217 84,362 85,376 55,254
(DD) Note payable — Charter School Growth Fund - - 500,000 - -
(EE) Construction loan — Forrest City - - - 3,000,000 -
(A) Construction loan — Beech Crest - - 9,300,000 - -
(B) Construction loan — Central and Bryles - - - 9,177,000 -
(C) Note payable —-TBD Commercia Bank - - 35,944 41,182 43,343
(D) USDA — Beech Crest - - - 180,534 221,696
(E) FCCPS Campus - - - 35,779 44,999
(F) USDA — Centra and Bryles - - - - 111,829

Total principal payments $ 645857 $ 3,393838 $ 13384597 $ 12588743 $ 489,924

Note 28: Financial Position Assumptions

Assets and liabilities of KIPP Delta have been forecasted based on known and projected
assumptions about future pledges, projected fixed assets, future debt payments and future lease
payments. Accounts receivable and accounts payable have been estimated for the forecasted period
by determining the historical average as a percent of certain revenue and expenses.
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Note 29: Sensitivity Analysis

Revenues and expenses of KIPP Delta have been forecasted based on a forecasted student
population. In the case that specific adverse scenarios play out, KIPP Deltawill make appropriate
budget adjustments to meet debt obligations. Such adjustments could include, but not be limited
to, salary cuts and other cuts that would not impair KIPP Delta' s ability to operate.

If the state funding is reduced by 2 percent, the impact on the KIPP Delta' s change in forecasted
net assets and cash flows, assuming no changing in operating expenses, would be as shown below:

2016 2017 2018 2019 2020
Unrestricted Revenues, Gains and Other Support

State assistance $ 11,714318 $ 12245861 $ 15,802,839 $ 17,801,809 $ 19,439,428
Federal assistance 3,670,094 3,911,861 4,533,824 5,398,714 6,035,021
Contributions, gifts and donations 4,137,563 2,000,000 1,000,000 1,000,000 1,000,000
Activity revenue 184,057 197,310 226,879 252,162 273,030
Net assets rel eased from restrictions 1,012,559 1,000,000 1,000,000 1,000,000 1,000,000

Total unrestricted revenues,
gains and other support 20,718,591 19,355,032 22,563,542 25,452,685 27,747,479

Expenses

Salaries and wages 8,379,844 8,879,396 10,800,484 11,988,867 13,143,882
Staff recruitment & devel opment 305,314 401,953 497,104 546,517 593,735
Direct student expenses 1,031,604 1,179,754 1,446,417 1,602,652 1,755,514
Other operating & prof. services 198,882 209,249 267,082 293,511 316,190
Foundation fees 63,291 79,930 98,911 116,321 133,268
KIPP through college services 952,246 565,442 612,139 721,178 762,928
Transportation services 997,932 1,041,476 1,358,510 1,566,110 1,766,252
Food services 1,327,826 1,544,760 1,944,568 2,170,251 2,372,587
Custodial services 312,236 351,449 387,276 471,605 485,718
Centra office expense 2,467,846 2,359,427 2,534,229 2,645,797 2,742,586
Insurance, Maintenance, IT, Utilities and Leases 994,563 1,658,178 1,404,507 1,595,656 1,843,283
Assets not capitalized 110,232 181,608 306,903 323,222 355,356
Interest 363,029 209,968 426,563 768,221 815,019
Depreciation 666,197 689,465 957,814 1,163,293 1,184,073
18,171,042 19,352,056 23,042,506 25,973,201 28,270,390
Changein Unrestricted Net Assets 2,547,549 2,976 (478,965) (520,516) (522,911)

Temporarily Restricted Net Assets

Contributions, gifts and donations 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000
Net assets released from restrictions (1,012,559) (1,000,000) (1,000,000) (1,000,000) (1,000,000)
Changein Temporarily Restricted Net Assets (12,559) - - -
Changein Net Assets 2,534,990 2,976 (478,965) (520,516) (522,911)
Net Assets, Beginning of Y ear 6,904,353 9,439,343 9,442,319 8,963,354 8,442,839
Net Assets, End of Year $ 9439343 $ 9442319 $ 8963354 $ 8442839 $ 7,919,927
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KIPP DELTA, INC.

Assumptions and Notes to Forecasted Financial Statements

Years Ending June 30, 2016 Through 2020

Operating Activities

Change in net assets

Items not requiring operating cash:
Depreciation

Changesin:
Accounts receivable
Pledges receivable
Accounts payable, accrued expenses and accrued interest

Net cash provided by
operating activities

Investing Activities
Increase in restricted cash
Purchase of property and equipment

Net cash used in
investing activities

Financing Activities
Proceeds from issuance of long-term debt
Principal payments on long-term debt

Net cash provided by (used in)
financing activities

Increase (Decrease) in Cash
and Cash Equivalents

Cash and Cash Equivalents,
Beginning of Year

Cash and Cash Equivalents,
End of Year

2016 2017 2018 2019 2020
$ 2534990 $ 2976 $ (478965) $ (520516) $ (522,911)
666,197 689,465 957,814 1,163,293 1,184,073
34,255 (6,000) (6,060) (6,121) (6,182)
(68,543) (2,000) (2,020) (2,040) (2,061)
(126,180) 325,000 365,050 (674,900) 5,152
3,040,719 1,000,441 835,819 (40,283) 658,071
- - 65,964 (67,744) (115,080)
(2,530,868) (8,540,147) (8,116,886) (210,612) (207,798)
(2,530,368) (8,540,147) (8,050,922) (278,356) (322,878)
1,361,180 10,554,200 21,545,000 12,807,200 -
(645,857) (3393838)  (13,384597)  (12,588,743) (489,924)
715,323 7,160,362 8,160,403 218,457 (489,924)
1,225,174 (370,344) 945,300 (100,182) (154,731)
1,535,093 2,760,267 2,389,923 3,335,223 3,235,041
$ 2760267 $ 2389923 $ 3335223 $ 3235041 $ 3,080,310
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KIPP DELTA, INC.

Assumptions and Notes to Forecasted Financial Statements
Years Ending June 30, 2016 Through 2020

2016 2017 2018 2019 2020
Profitability Indicators
Total margin (change in net assets/ total revenues) 12.2% 0.0% -2.1% -2.0% -1.9%
Cash flow margin ((change in net assets +
depreciation + interest) / total revenue) 17.2% 4.7% 4.0% 5.5% 5.3%
Return on equity (change in net assets/ net assets) 26.9% 0.0% -5.3% -6.2% -6.6%
Liquidity Indicators
Current ratio (current assets/ current liabilities) 4.19 0.27 0.30 3.86 3.78
Days cash on hand (cash / ((total expense —
depreciation) / 365 days)) 57.6 46.7 55.1 47.6 415
Capital Structurelndicators
Debt service coverage ratio ((change in net assets
+ depreciation + interest) / (current portion of
long- term debt + interest)) 4,94 0.08 0.07 112 115
Long-term debt to capitalization (Long-term debt
/ (LTD + net assets) 44.2% 30.4% 54.1% 73.1% 73.9%
Cost Indicators
Salaries to operating expenses (salary expense /
total operating expenses) 54.6% 52.9% 53.8% 53.1% 53.2%
Average age of facility (accumulated depreciation
/ depreciation expense) 7.7 85 7.1 6.9 7.7
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KIPP DELTA, INC.

Assumptions and Notes to Forecasted Financial Statements
Years Ending June 30, 2016 Through 2020

Revenues and expenses of KIPP Delta have been forecasted based on a forecasted student
population. In the case that specific adverse scenarios play out, KIPP Delta will make appropriate
budget adjustments to meet debt obligations. Such adjustments could include, but not be limited

to, salary cuts and other cuts that would not impair KIPP Delta' s ability to operate.

If the state funding is reduced by 5 percent, the impact on KIPP Delta s changes in forecasted net
assets and cash flows, assuming no changes in operating expenses, would be as shown below:

Unrestricted Revenues, Gains and Other
Support
State assistance
Federal assistance
Contributions, gifts and donations
Activity revenue
Net assets released from restrictions

Total unrestricted revenues,
gains and other support

Expenses
Salaries and wages
Staff recruitment & development
Direct student expenses
Other operating & prof. services
Foundation fees
KIPP through college services
Transportation services
Food services
Custodial services
Central office expense
Insurance, Maintenance, IT, Utilities and L ease:
Assets not capitalized
Interest
Depreciation

Changein Unrestricted Net Assets
Temporarily Restricted Net Assets
Contributions, gifts and donations
Net assets released from restrictions
Changein Temporarily Restricted Net Assets
Changein Net Assets

Net Assets, Beginning of Year

Net Assets, End of Year

2016 2017 2018 2019 2020
$ 11,355717 $ 11,870,988 $ 15319078 $ 17,256,856 $ 18,844,344
3,670,094 3,011,861 4,533,824 5,398,714 6,035,021
4,137,563 2,000,000 1,000,000 1,000,000 1,000,000
184,057 197,310 226,879 252,162 273,030
1,012,559 1,000,000 1,000,000 1,000,000 1,000,000
20,359,990 18,980,159 22,079,781 24,907,732 27,152,395
8,379,844 8,879,396 10,800,484 11,088,867 13,143,882
305,314 401,953 497,104 546,517 593,735
1,031,604 1,179,754 1,446,417 1,602,652 1,755,514
198,882 200,249 267,082 293,511 316,190
63,201 79,930 08,011 116,321 133,268
952,246 565,442 612,139 721,178 762,928
997,932 1,041,476 1,358,510 1,566,110 1,766,252
1,327,826 1,544,760 1,944,568 2,170,251 2,372,587
312,236 351,449 387,276 471,605 485,718
2,467,846 2,350,427 2,534,229 2,645,797 2,742,586
994,563 1,658,178 1,404,507 1,595,656 1,843,283
110,232 181,608 306,903 323,222 355,356
363,029 200,968 426,563 768,221 815,019
666,197 689,465 957,814 1,163,293 1,184,073
18,171,042 19,352,056 23,042,506 25,973,201 28,270,390
2,188,948 (371,898) (962,725) (1,065,469) (1,117,996)
1,000,000 1,000,000 1,000,000 1,000,000 1,000,000
(1,012,559) (1,000,000) (1,000,000) (1,000,000) (1,000,000)
(12,559) - - . .
2,176,389 (371,898) (962,725) (1,065,469) (1,117,996)
6,004,353 9,080,742 8,708,844 7,746,119 6,680,650
$ 0080742 $ 8708844 $ 7746119 $ 6680650 $ 5562,654
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KIPP DELTA, INC.

Assumptions and Notes to Forecasted Financial Statements
Years Ending June 30, 2016 Through 2020

Operating Activities

Change in net assets

Items not requiring operating cash:
Depreciation

Changesin:
Accounts receivable
Pledges receivable
Accounts payable, accrued expenses and accrued interest

Net cash provided by (used in)
operating activities

Investing Activities
Increase in restricted cash
Purchase of property and equipment

Net cash used in
investing activities

Financing Activities
Proceeds from issuance of long-term debt
Principal payments on long-term debt

Net cash provided by (used in)
financing activities
Increase (Decrease) in Cash

and Cash Equivalents

Cash and Cash Equivalents,
Beginning of Year

Cash and Cash Equivalents,
End of Year

2016 2017

2018 2019

2020

$ 2176389 $ (371,898)

$  (962725) $ (1,065469) $ (1,117.996)

666,197 689,465 957,814 1,163,293 1,184,073
34,255 (6,000) (6,060) (6,121) (6,182)
(68,543) (2,000) (2,020) (2,040) (2,061)
(126,180) 325,000 365,050 (674,900) 5,152
2,682,118 634,568 352,059 (585,237) 62,986
- - 65,964 (67,744) (115,080)
(2530,868)  (8540,147)  (8,116,886) (210,612) (207,798)
(2530,868)  (8540,147)  (8,050,922) (278,356) (322,878)
1,361,180 10,554,200 21,545,000 12,807,200 -
(645,857) (3393,838)  (13,384,507)  (12,588,743) (489,924)
715,323 7,160,362 8,160,403 218,457 (489,924)
866,573 (745,217) 461,540 (645,136) (749,816)
1,535,003 2,401,666 1,656,449 2,117,989 1,472,853
$ 2401666 $ 1656449 $ 2117989 $ 1472853 $ 723037
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KIPP DELTA, INC.

Assumptions and Notes to Forecasted Financial Statements
Years Ending June 30, 2016 Through 2020

Profitability Indicators
Total margin (change in net assets/ total revenues)
Cash flow margin ((change in net assets +
depreciation + interest) / total revenue)
Return on equity (change in net assets/ net assets)

Liquidity Indicators
Current ratio (current assets/ current liabilities)
Days cash on hand (cash / ((total expense -
depreciation) / 365 days))

Capital Structure Indicators
Debt service coverage ratio ((change in net assets +
depreciation + interest) / (current portion of long-
term debt + interest))
Long-term debt to capitalization (Long-term debt /
(LTD + net assets)

Cost Indicators
Salaries to operating expenses (salary expense/ total
operating expenses)
Average age of facility (accumulated depreciation /
depreciation expense)

2016 2017 2018 2019 2020
10.7% -2.0% -4.4% -4.3% -4.1%
15.7% 2.8% 1.9% 3.5% 3.2%
24.0% -4.3% -12.4% -15.9% -20.1%

3.80 0.21 0.21 2.19 151
50.1 324 35.0 217 9.7
4.44 0.05 0.03 0.69 0.69
45.2% 32.1% 57.7% 77.4% 80.1%
54.6% 52.9% 53.8% 53.1% 53.2%
7.7 85 7.1 6.9 7.7
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KIPP DELTA, INC.

Assumptions and Notes to Forecasted Financial Statements
Years Ending June 30, 2016 Through 2020

Revenues and expenses of KIPP Delta have been forecasted based on a forecasted student
population. In the case that specific adverse scenarios play out, KIPP Delta will make appropriate
budget adjustments to meet debt obligations. Such adjustments could include, but not be limited

to, salary cuts and other cuts that would not impair KIPP Delta' s ability to operate.

If the student population is reduced by 2 percent, the impact on the KIPP Delta’s changesin

forecasted net assets and cash flows, assuming no changes in operating expenses, would be as

shown below:

Unrestricted Revenues, Gains and Other Support
State assistance
Federal assistance
Contributions, gifts and donations
Activity revenue
Net assets released from restrictions

Total unrestricted revenues,
gains and other support

Expenses
Salaries and wages
Staff recruitment & development
Direct student expenses
Other operating & prof. services
Foundation fees
KIPP through college services
Transportation services
Food services
Custodial services
Central office expense
Insurance, Maintenance, IT, Utilities and Leases
Assets not capitalized
Interest
Depreciation

Changein Unrestricted Net Assets
Temporarily Restricted Net Assets
Contributions, gifts and donations
Net assets released from restrictions
Changein Temporarily Restricted Net Assets
Changein Net Assets

Net Assets, Beginning of Year

Net Assets, End of Year

2016 2017 2018 2019 2020
$ 11715023 $ 12245861 $ 15802839 $ 17,801,809 $ 19,439,428
3,610,041 3,846,234 4,455,948 5,304,572 5,929,070
4,137,563 2,000,000 1,000,000 1,000,000 1,000,000
184,057 197,310 226,879 252,162 273,030
1,012,559 1,000,000 1,000,000 1,000,000 1,000,000
20,659,243 19,289,405 22,485,666 25,358,543 27,641,529
8,379,844 8,879,396 10,800,484 11,088,867 13,143,882
305,314 401,953 497,104 546,517 593,735
1,031,604 1,179,754 1,446,417 1,602,652 1,755,514
198,882 200,249 267,082 203,511 316,190
63,291 79,930 98,011 116,321 133,268
952,246 565,442 612,139 721,178 762,928
997,932 1,041,476 1,358,510 1,566,110 1,766,252
1,327,826 1,544,760 1,944,568 2,170,251 2,372,587
312,236 351,449 387,276 471,605 485,718
2,467,846 2,359,427 2,534,229 2,645,797 2,742,586
994,563 1,658,178 1,404,507 1,595,656 1,843,283
110,232 181,608 306,903 323222 355,356
363,029 209,968 426,563 768,221 815,019
666,197 689,465 957,814 1,163,293 1,184,073
18,171,042 19,352,056 23,042,506 25,973,201 28,270,390
2,488,202 (62,652) (556,841) (614,658) (628,862)
1,000,000 1,000,000 1,000,000 1,000,000 1,000,000
(1,012,559) (1,000,000) (1,000,000) (1,000,000) (1,000,000)
(12,559) - - -
2,475,643 (62,652) (556,841) (614,658) (628,862)
6,004,353 9,379,996 9,317,344 8,760,503 8,145,846
$ 9379996 $ 9317344 $ 8760503 $ 8145846 $ 7,516,984
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KIPP DELTA, INC.

Assumptions and Notes to Forecasted Financial Statements

Years Ending June 30, 2016 Through 2020

Operating Activities

Change in net assets

Items not requiring operating cash:
Depreciation

Changesin:
Accounts receivable
Pledges receivable
Accounts payable, accrued expenses and accrued interest

Net cash provided by
operating activities

Investing Activities
Increase in restricted cash
Purchase of property and equipment

Net cash used in
investing activities

Financing Activities
Proceeds from issuance of long-term debt
Principal payments on long-term debt

Net cash provided by (used in)
financing activities

Increase (Decrease) in Cash
and Cash Equivalents

Cash and Cash Equivalents,
Beginning of Year

Cash and Cash Equivalents,
End of Year

2016 2017 2018 2019 2020
$ 2475643 $  (62652) $ (556,841) $ (614,658) $ (628,862)
666,197 689,465 957,814 1,163,293 1,184,073
34,255 (6,000) (6,060) (6,121) (6,182)
(68,543) (2,000) (2,020) (2,040) (2,061)
(126,180) 325,000 365,050 (674,900) 5,152
2,981,371 943,814 757,943 (134,425) 552,120
- - 65,964 (67,744) (115,080)
(2,530,868) (8,540,147) (8,116,886) (210,612) (207,798)
(2,530,368) (8,540,147) (8,050,922) (278,356) (322,879)
1,361,180 10,554,200 21,545,000 12,807,200 -
(645,857) (3,393,838)  (13,384,507)  (12,588,743) (489,924)
715,323 7,160,362 8,160,403 218,457 (489,924)
1,165,826 (435,971) 867,424 (194,324) (260,682)
1,535,093 2,700,919 2,264,948 3,132,372 2,938,048
$ 2700919 $ 2264948 $ 3132372 $ 2938048 $ 2,677,366
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KIPP DELTA, INC.

Assumptions and Notes to Forecasted Financial Statements
Years Ending June 30, 2016 Through 2020

Profitability Indicators
Total margin (change in net assets/ total revenues)
Cash flow margin ((change in net assets +
depreciation + interest) / total revenue)
Return on equity (change in net assets/ net assets)

Liquidity Indicators
Current ratio (current assets/ current liabilities)
Days cash on hand (cash / ((total expense -
depreciation) / 365 days))

Capital Structure Indicators
Debt service coverage ratio ((change in net assets
+ depreciation + interest) / (current portion of
long-term debt + interest))
Long-term debt to capitalization (Long-term debt /
(LTD + net assets)

Cost Indicators
Salaries to operating expenses (salary expense /
total operating expenses)
Avergae age of facility (accumulated depreciation
| depreciation expense)

2016 2017 2018 2019 2020
12.0% -0.3% -2.5% -2.4% -2.3%
17.0% 4.3% 3.7% 5.2% 5.0%
26.4% -0.7% -6.4% -7.5% -8.4%

4.12 0.26 0.29 3.58 3.39
56.3 44.3 51.8 432 36.1
4.85 0.08 0.06 1.05 1.07
44.4% 30.7% 54.7% 73.7% 74.9%
54.6% 52.9% 53.8% 53.1% 53.2%
7.7 85 7.1 6.9 7.7
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KIPP DELTA, INC.

Assumptions and Notes to Forecasted Financial Statements
Years Ending June 30, 2016 Through 2020

Revenues and expenses of KIPP Delta have been forecasted based on a forecasted student
population. In the case that specific adverse scenarios play out, KIPP Delta will make appropriate
budget adjustments to meet debt obligations. Such adjustments could include, but not be limited
to, salary cuts and other cuts that would not impair KIPP Delta' s ability to operate.

If the student population is reduced by 5 percent, the impact on the KIPP Delta’s changesin
forecasted net assets and cash flows, assuming no changings in operating expenses, would be as
shown below:

2016 2017 2018 2019 2020
Unrestricted Revenues, Gains and Other
Support
State assistance $ 11,357,480 $ 11,870,988 $ 15,319,078 $ 17,256,856 $ 18,844,344
Federal assistance 3,519,961 3,747,793 4,339,134 5,163,359 5,770,144
Contributions, gifts and donations 4,137,563 2,000,000 1,000,000 1,000,000 1,000,000
Activity revenue 184,057 197,310 226,879 252,162 273,030
Net assets released from restrictions 1,012,559 1,000,000 1,000,000 1,000,000 1,000,000
Total unrestricted revenues,
gains and other support 20,211,620 18,816,091 21,885,092 24,672,377 26,887,518
Expenses
Salaries and wages 8,379,844 8,879,396 10,800,484 11,988,867 13,143,882
Staff recruitment & development 305,314 401,953 497,104 546,517 593,735
Direct student expenses 1,031,604 1,179,754 1,446,417 1,602,652 1,755,514
Other operating & prof. services 198,882 209,249 267,082 293,511 316,190
Foundation fees 63,291 79,930 98,911 116,321 133,268
KIPP through college services 952,246 565,442 612,139 721,178 762,928
Transportation services 997,932 1,041,476 1,358,510 1,566,110 1,766,252
Food services 1,327,826 1,544,760 1,944,568 2,170,251 2,372,587
Custodial services 312,236 351,449 387,276 471,605 485,718
Central office expense 2,467,846 2,359,427 2,534,229 2,645,797 2,742,586
Insurance, Maintenance, IT, Utilities and Leases 994,563 1,658,178 1,404,507 1,595,656 1,843,283
Assets not capitalized 110,232 181,608 306,903 323,222 355,356
Interest 363,029 209,968 426,563 768,221 815,019
Depreciation 666,197 689,465 957,814 1,163,293 1,184,073
18,171,042 19,352,056 23,042,506 25,973,201 28,270,390
Changein Unrestricted Net Assets 2,040,578 (535,966) (1,157,415) (1,300,824) (1,382,873)

Temporarily Restricted Net Assets

Contributions, gifts and donations 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000
Net assets released from restrictions (1,012,559) (1,000,000) (1,000,000) (1,000,000) (1,000,000)
Changein Temporarily Restricted Net Assets (12,559)
Changein Net Assets 2,028,019 (535,966) (1,157,415) (1,300,824) (1,382,873)
Net Assets, Beginning of Year 6,904,353 8,932,372 8,396,407 7,238,992 5,938,168
Net Assets, End of Year $ 8932372 $ 8396407 $ 7238992 $ 5938168 $ 4555295
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KIPP DELTA, INC.

Assumptions and Notes to Forecasted Financial Statements
Years Ending June 30, 2016 Through 2020

Operating Activities

Change in net assets

Items not requiring operating cash:
Depreciation

Changesin:
Accounts receivable
Pledges receivable
Accounts payable, accrued expenses and accrued interest

Net cash provided by (used in)
operating activities

Investing Activities
Increase in restricted cash
Purchase of property and equipment

Net cash used in
investing activities

Financing Activities
Proceeds from issuance of long-term debt
Principal payments on long-term debt

Net cash provided by (used in)
financing activities

Increase (Decrease) in Cash
and Cash Equivalents

Cash and Cash Equivalents,
Beginning of Y ear

Cash and Cash Equivalents,
End of Year

2016 2017

2018

2019

2020

$ 2028019 $ (535966)

$ (1,157,415)

$ (1,300,824)

$ (1,382,873)

666,197 689,465 957,814 1,163,293 1,184,073
34,255 (6,000) (6,060) (6,121) (6,182)
(68,543) (2,000) (2,020) (2,040) (2,061)
(126,180) 325,000 365,050 (674,900) 5,152
2,533,748 470,500 157,369 (820,592) (201,891)
- - 65,964 (67,744) (115,080)
(2,530,868) (8,540,147) (8,116,886) (210,612) (207,798)
(2,530,868) (8,540,147) (8,050,922) (278,356) (322,878)
1,361,180 10,554,200 21,545,000 12,807,200 -
(645,857) (3393,838)  (13,384,507) (12,588,743 (489,924)
715,323 7,160,362 8,160,403 218,457 (489,924)
718,203 (909,285) 266,850 (880,491) (1,014,693)
1,535,093 2,253,296 1,344,011 1,610,861 730,370
$ 2253206 $ 1344011 $ 1610861 $ 730370 $ (284,323
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KIPP DELTA, INC.

Assumptions and Notes to Forecasted Financial Statements
Years Ending June 30, 2016 Through 2020

2016 2017 2018 2019 2020
Profitability Indicators
Total margin (change in net assets/ total revenues) 10.0% -2.8% -5.3% -5.3% -5.1%
Cash flow margin ((change in net assets
+ depreciation + interest) / total revenue) 15.1% 1.9% 1.0% 2.6% 2.3%
Return on equity (changein
net assets / ending net assets) 22.7% -6.4% -16.0% -21.9% -30.4%
Liquidity Indicators
Current ratio (current assets/ current liabilities) 3.63 0.18 0.18 1.48 0.54
Days cash on hand (cash / ((total expense -
depreciation) / 365 days)) 47.0 26.3 26.6 10.7 (3.8)
Capital StructureIndicators
Deht service coverage ratio ((change in net
assets + depreciation + interest) / (current
portion of long-term debt + interest)) 4.23 0.03 0.02 0.50 0.48
Long-term debt to capitalization (Long-term debt
/ (LTD + net assets) 45.6% 32.9% 59.3% 79.4% 83.1%
Cost Indicators
Salaries to operating expenses (salary expense /
total operating expenses) 54.6% 52.9% 53.8% 53.1% 53.2%
Average age of facility (accumulated
depreciation / depreciation expense) 77 85 71 6.9 77
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415 Ohio Street
Helena-West Helena
Arkansas, 72342

Phone: 870.753.9035
Fax: 870.753.9440

www.kippdelta.org

KIPP DELTA
COMMUNITIES

HELENA-WEST
HELENA

BLYTHEVILLE
FORREST CITY

KIPPeDELTA

PUBLIC SCHOOLS

May 12, 2016

Justin Ladd

USDA Rural Development
3407 S. Caraway Rd. Suite 3
Jonesboro, AR 72404

Dear Mr. Ladd,
Re: Arkansas Department of Education Approval Process

In March of 2013, KIPP Delta’s charter was renewed for a 10 year period. KIPP Delta
will seek renewal of its charter by June 30", 2023. KIPP Delta has permission to
operate a K-12 campus in Helena, a 3-12 campus in Blytheville, and a 5-8 campus in
Forrest City. Attached please find a letter from the Arkansas Department of
Education detailing our current status.

KIPP Delta occasionally requests permission from the State Board of Education to
amend our charter to add grades, reconfigure grade-spans, or establish new
campuses. We also periodically seek permission from the Commissioner of
Education to incur long-term debt. KIPP Delta has received State Board and/or
Commissioner of Education approval on 100% of our requests. The following is a
brief summary of our current and future approval processes.

In February of this year, KIPP Delta sought and gained approval to establish a new
campus at the Central facility location as well as reconfigure the grade-span of our
two Blytheville schools.

Upon receipt of an offer of finance from the USDA, KIPP Delta will seek permission
from the Commissioner of Education to incur the debt associated with each of the
projects we are seeking financing for. Our request to incur debt will include the
terms as detailed in the offer of finance as well as a copy of the financial feasibility
study. The Commissioner of Education will have 30 days to approve or request
additional information.

Final loan document must contain the following language: No indebtedness of any
kind incurred or created by the open-enrollment public charter school shall
constitute an indebtedness of the state or its political subdivisions, and no
indebtedness of the open-enrollment public charter school shall involve or be
secured by the faith, credit, or taxing power of the state or its political subdivisions.



KIPP DELTA PUBLIC SCHOOLS | 2

We also anticipate the following amendment requests:
e October 2016 — To establish a new campus at the Beech Crest facility.

e February 2017 - To add grades K-2 in Blytheville.
e February 2019 - To add grades 9-12 in Forrest City.

A Charter Amendment Request includes a written application and a formal
presentation to the Charter Authorizing Panel. Following the Charter Authorizing
Panel’s decision, the State Board of Education will review and either ratifies the
decision or request additional information to inform their decision.

Our application and presentation will include:
e Financial Data

e Demographic Data

e Student Performance Data

e Maps detailing current and proposed facilities

e A desegregation analysis confirming that we will continue to comply with all
applicable federal and state requirements regarding the creation and
maintenance of desegregated schools.

A copy of the current amendment request form is attached.
| hope this letter serves to clarify the Arkansas Department of Education’s charter

amendment process.

Sincerely,

=T S

Scott Shirey
Executive Director
KIPP Delta Public Schools
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ARKANSAS
DEPARTMENT
OF EDUCATION

February 10, 2016

To Whom It May Concern:

The Arkansas State Board of Education approved KIPP Delta Public Schools to operate a charter
school serving students in grades 5-8 in March of 2002 in Helena-West Helena. The campus is
now approved to serve students in grades K-12 with a maximum enrollment of 1100.

The Arkansas State Board of Education approved the amendment request in November of 2009
for KIPP Delta Public Schools to add a Blytheville campus. The campus is now approved to serve
students in grades 3-12 with a maximum enroliment of 810.

The Arkansas State Board of Education approved the amendment request in November of 2014
for KIPP Delta Public Schools to add a Forrest City campus. The campus is now approved to
serve students in grades 5-8 with a maximum enroliment of 400.

In March of 2013, the Arkansas State Board of Education renewed the charter for the KIPP Delta
Public Schools for 10 years. That charter will expire on June 30, 2023 provided no other action is
taken by the Charter Authorizing Panel or the Arkansas State Board of Education prior to that
date.

Let me know if you have any questions. | can be reached by phone at (501) 682-5665 or by email
at alexandra.boyd@arkansas.gov.

Sincerely,

WS

Alexandra Boyd, Director
Charter Schools
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CHARTER AMENDMENT REQUEST FORM

Instructions

The Charter Amendment Request Form, with any additional documentation pertaining to the amendment
request, must be received, via email, at the Arkansas Department of Education at least 35 days prior to the
meeting of the Charter Authorizing Panel.

Documentation to be included with all amendment requests:

e Budget projections that include the costs associated with the amendment request and demonstrate
that the approval of the request will not place an unduly financial burden on the charter

e Current Year to Date Enrollment by Race and Grade

e Current Year to Date Percent free and Reduced Lunch

Additional documentation for requests to add a campus or relocate an existing campus:

e Map of present location

Map of proposed location

Signed Facilities Utilization Agreement
Desegregation Analysis

Additional documentation for requests to increase enrollment cap and/or change grade levels served:
e Desegregation Analysis

Amendment requests by open-enrollment charter schools must include the superintendent
of the school district in which the charter is located as a recipient of the email sent to the
Arkansas Department of Education.

To complete and submit the Charter Amendment Request Form, fill in the applicable areas on the form,
checking the box(es) of the amendment(s) requested. When finished, print the form to PDF or print to
paper and scan as a PDF. The instruction page and any unchecked boxes will not print, leaving only the
necessary information. Attach all backup documents to the amendment form and submit as a single PDF
packet to the Charter Office at the following email address:

ADE.CharterSchools@arkansas.gov



CHARTER FOR OPEN-ENROLLMENT SCHOOL

WHEREAS, KIPP Delta, Inc. (hereinafter “Petitioner™) has petitioned the
Arkansas State Board of Education (hereinafter “State Board™) to operate KIPP Delta
Public Schools, grade levels K-12 with a maximum enrollment of 1,550 students, to be
located in the Helena-West Helena School District of Phillips County, as an Open-
Enrollment Public Charter School, said petition being attached hereto as Exhibit A and
incorporated hercin by reference; and

WHEREAS, Petitioner has also petitioned the State Board for a license to operate
a campus serving grade levels 3-8 with a maximum enrollment of 450 students, to be
located in the Blytheville School District of Mississippi County; and

WHEREAS, the State Board has determined that the petition meets the
requirements set forth in the Arkansas Charter Schools Act of 1999, codified at Ark.
Code Ann. § 6-23-101 et seq.; and

WHEREAS, Petitioner and State Board agree that all duties and operation of the
charter school will be performed pursuant to the terms and conditions detailed in the
charter petition attached as Exhibit A, the Arkansas Charter Schools Act of 1999, the
Arkansas Department of Education Rules Governing Public Charter Schools, and the
legal comments attached to this Charter as Exhibit B and incorporated herein by
reference;

NOW THEREFORE, pursuant to the Arkansas Charter Schools Act of 1999, the
State Board grants this charter to Petitioner for a period of ten (10) years, to expire on the
30" day of June 2023, to permit Petitioner to operate in accordance with the terms of this
Charter. Modification and termination of this charter shall be in accordance with the
Arkansas Charter Schools Act of 1999 and the Arkansas Department of Education Rules
Governing Public Charter Schools. Continuation and renewal of this charter is contingent
on acceptable student performance on assessment instruments adopted by the State Board
and in compliance with accountability provisions specified in the Arkansas Charter
Schools Act of 1999 and the Arkansas Department of Education Rules Governing Public
Charter Schools.

ASSURANCES. Petitioner assures that the charter school will operate in
accordance with the United States Constitution, the Constitution of the State of Arkansas
and federal and state law, except for the exemptions granted by this charter. Petitioner
also assures that its student admission policy will not discriminate on the basis of sex,
national origin, race, ethnicity, religion, disability, or academic or athletic eligibility.
Petitioner also assures that it will not discriminate on the basis of race, sex, national
origin, ethnicity, religion, age, or disability in employment decisions including hiring and
retention of administrators, teachers and other employees whose salaries or benefits are
derived from any public moneys.

HEEGEWE f)
APR G 1208 K
CHARTER SCHOOL OFFICE



SEVERABILITY. If any provision of this charter is determined to be
unenforceable or invalid for any reason, the remainder of this Charter shall remain in
effcet, unless otherwisc terminated by one or all parties in accordance with the terms
contained herein.

This charter shall be interpreted in accordance with the Arkansas Charter Schools
Act of 1999, and the Arkansas Department of Education Rules Governing Public Charter
Schools. Any reference to the Arkansas Charter Schools Act of 1999 and the Arkansas
Department of Education Rules Governing Public Charter Schools will also include any
subsequent amendments to cither the Act or the Rules and Regulations.

Approved by the Arkansas State Board of Education on March 11, 2013, and

exccuted by the Chair of the Arkansas State Board of Education and the Charter Holder
on the dates set forth below.

Arkansas State Board of Education Charter Holder:
NN %\~

—Jim Cooper,.Chair- - Chief Operating Officer

Date of Signature: Datc of Signagure:

},2/5/3




	Attachments.pdf
	Attachment I
	ATTACHMENT B - CSP3  - Grant Award Notification - U282M120012 - FY15
	CSP3 - Signed Letter
	CSP4 - Signed Letter
	D.107b SpEd Award Notice
	D.110WFF Grant Award Letter - transportation
	D.111 King Foundation -FY16_Award
	D.112 Windgate Award Letter_FY16-FY18
	D.113Nucor Pledge Agreement
	D.114 -FY16_KIPP Delta Advocacy Grant Acceptance
	D.115 -FY16_KIPP Delta ELMA BCH acceptance
	D.116 SharkTank KIPPDelta Final-signed
	FY16_KIPP ELMA DCH acceptance
	FY16_KIPP Student Wellness Acceptance
	KIPP_Delta_Public_Schools Report Card.pdf
	KIPP_Delta_Public_Schools
	KIPP_2014_ReportCard_KIPP_Blytheville_College_Preparatory_School
	KIPP_2014_ReportCard_KIPP_Delta_College_Preparatory_School
	KIPP_2014_ReportCard_KIPP_Delta_Collegiate_High_School
	KIPP_2014_ReportCard_KIPP_Delta_Elementary_Literacy_Academy

	Fundraising.pdf
	Fundraising





