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I, Stephen M. La Berge, declare:

2 I. I am the Chair of the Board of Directors of Plaintiff CFSC, Inc. ("CFSC"). I have

3 personal knowledge of'the facts stated herein, and if called upon to testify, could and would

4 competently testify thereto.

2. I have served on CFSC's Board since 2015. I and my fellow Board members serve

6
on CFSC's Board as unpaid volunteers. Bel'ore joining CFSC's Board, I also served as an unpaid

7
volunteer on the Board of Defendant Encompass Community Services ("Encompass", formerly

8

known as Santa Cruz Community Counseling Center, Inc.) for approximately 25 years, including

as Board Chair.

11 3. CFSC was incorporated in 1981 as a nonprofit public benefit corporation. A true

and correct copy of CFSC's articles of incorporation is attached hereto as Exhibit A. CI'SC is

13
governed by its Board, which presently has 7 members. Per CFSC's current Bylaws (a true and

14
correct copy of which is attached hereto as Exhibit 8), Fncompass can approve up to 40% of the

15

seats on CI'SC's Board, one of which is held by Encompass's CEO, Monica Martinez.
16

17 4. Under its articles of incorporation, CFSC's primary purpose is "to devote efforts

18 toward fundraising activities, supportive services, and the obtaining of facilities, vehicles, and

equipment for the benefit of Encompass.'* To carry out its charitable purposes, CFSC has

20 successfully obtained numerous facilities that benefit Fncompass, primarily through a mix of

21
government grants and loans.

22
5. CFSC currently owns 17 properties in Santa Cruz County. Nine of CFSC's

23

24
properties are permanent "supportive housing" where eligible individuals reside. These properties

collectively have more than 60 beds for residents. In thc case of these properties, CFSC leases

26 living units directly to individual tenants who may qualify for such housing because, for example,

they are clironically homeless and/or suffer from a psychiatric disability. Encompass provides

28
various types of supportive services to these individuals. CFSC rents its other eight properties

Declaration of Stephen M. La Berge



directlv to Encompass, which operates various social service programs at these sites under contract

with local, state or federal government,

3 6. Before this dispute arose, Encompass tried to persuade CFSC to change the way

4 CFSC has always supported Encompass. On August 3, 2017, the Encompass Board proposed to

5 CFSC's Board that CFSC change thc purpose statement in CFSC's Articles of Incorporation and

6
Bylaws. A true and correct copy of thc memorandum in which the Encompass made this proposal

7

is attached hereto as Exhibit C. In particular, the Encompass Board asked that CFSC agree to
8

9
change the statement of purpose that CFSC has had since its incorporation in I 98 I, which says that

CFSC is to "devote efforts toward fundraising activities, supportive services, and the obtaining of

11 facilities, vehicles and equipment for the benefit of Encompass." Encompass's Board asked that

CFSC agree to change that language to say that CFSC is to "devote efforts toward building capital

13
for the sole purpose of supporting Encompass Community Services." Exhibit C, p. 3. The CFSC

14
Board did not agree to Fncompass's proposal.

15

16
7. CFSC does not make cash grants to Encompass to support Encompass's programs.

CFSC supports Enconipass in other ways. First and foremost, CFSC has supported Encompass

Ig over the course of nearly 40 years by — in the words of CFSC's Articles of Incorporation — "the

obtaining of facilities"; these facilities are used to house individuals to whom Encompass provides

20 counseling services, and as Enconipass program sites. CFSC also supports Encompass by leasing

21
the properties Encompass uses as program sites on favorable terms. CFSC has also supported

22
Encompass by entering into tenant support contracts, pursuant to which CFSC pays Encompass to

23

provide services designed to ensure that the population of supportive housing tenants in CFSC's

properties remains relatively stable. CFSC has also supported Encompass by making sizeable

26 loans to Encompass on extremely generous terms (e.g., CFSC*s 2017 unsecured loan of $750,000

to Encompass at 2'/o interest). Over the course of CFSC's working relationship with Fncompass,

28
counting the annual leases, the tenant support contracts, the loans and the administrative services
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agreements discussed below, CFSC and Encompass have entered into literally hundreds of

2 agreements with each other.

3 8. CFSC has no employees; it contracts with third parties to provide the services it

4 needs. Over the years that I have served on CFSC's Board, CFSC has had a series of contracts

5
with Encompass for Encompass to provide administrative services to CI'SC, including property

6
management and financial management services. A true and correct copy of CI'SC's most recent

7

such contract with Encompass ("the Services Agreement"), which expired on June 30, 2019, is
8

attached hereto as Exhibit D.

10 9, Encompass prepared the Services Agreement and presented it to CFSC's Board for

11 approval. CFSC's Hoard approved the Services Agreement proposed by Encompass without

change or any negotiation of the terms specified by Encompass. During the time I have served on

13
CFSC's Board the parties followed the same course of conduct for the predecessor service

14
agreements, i.e., Encompass would prepare the agreement and present its terms to CFSC's Board

15

16
for approval, and CI'SC's Board would approve the agreement as proposed by Fncompass—

including the compensation Encompass was to receive for the services provided — without any

18 changes or negotiation.

19 10. While the Services Agreement was in effect, Encompass wrote checks as CFSC's

20
property manager to pay bills relating to CFSC's properties, such as utility bills, and maintenance

21
and repair bills. In order to carry out its duties under the Services Agreement, Fncompass was

22
given access to CFSC*s bank accounts.

23

24
11. On September 17, 2018, Encompass used its access to CFSC's bank accounts to

take $850,000 from CFSC's main operating account without CFSC's permission and contrary to

26 CFSC's instructions. Specifically, Fncompass CEO Monica Martinez signed a check for $850,000

written on CFSC's account, made payable to Encompass Community Services. A true and correct

28
copy of the check is attached hereto as Exhibit E. The events leading up to Encompass's
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unauthorized taking of these funds are as follows.

2 12. Before Fncompass misappropriated this money, CFSC and Encompass had been

3 negotiating the terms of a $ 1 million loan from CFSC to Encompass, so that Encompass could

4 repay funds it had borrowed from Comerica Bank. The $ 1 million loan Encompass requested was

5
in addition to a $750,00 loan that CFSC had made to Encompass in 2017 pursuant to a Line of

6
Credit Agreement that was still outstanding. Encompass reported to CFSC's Board that it

7
continued to have serious financial problems even after having borrowed $750,000 from CFSC.

8

13. CI'SC's Board voted in March of 2018 to make a further loan of $ 1 million to

10 Encompass at 2% interest, but the terms of the loan remained to be negotiated, agreed upon and

11 documented. That process took months. On August 29, 2018, CFSC's counsel emailed

Encompass loan documents for the $ 1 million Encompass sought to borrow from CFSC. These

13
loan documents consisted of a loan agreement and two promissory notes, one for $ 850,000 and

14
another for $ 150,000. (CFSC had alreadly advanced the $ 150,000 amount to Encompass in late

15

June.) A true and correct copy of these loan documents is attached hereto as Exhibit F.
16

17 14. Two weeks later, on September 12, 2018, I and three other Cl'SC Board members

18 met with several members of Encompass's Board, Scott McDonald, Cassie Gazipura(aka Cassie

19 Licker) and Julia Feldman. Also present was Encompass's counsel Mr. Pearce, who made clear at

20 the meeting that Encompass would not sign the CFSC loan documents. Mr. Pearce instead

21
provided me a revised version of the loan documents that he said Encompass would sign.

'22
15. Later that day, after communicating with CFSC's counsel, I left a voicemail for

23

Encompass's CFO, Kim Morrison, informing her that CFSC had communicated with its counsel,

that CFSC's counsel had recommended that CFSC not agree to any of the changes to thc loan

26 documents proposed by Encompass, and that CFSC was taking its counsel's advice and would

only agree to use the CFSC loan documents.

28
16. The next day, September 13, 2018, I emailed Ms. Martinez and the other CFSC
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Board members, reconfirming that: (I) at the meeting the preceding day Mr. I'earce had asked that

CFSC accept loan documents proposed by Encompass instead of CFSC's loan documents; (2) that

3 I emailed the proposed Encompass loan documents to CFSC's counsel; (3) that CFSC's counsel

4 advised that CFSC use the CFSC loan documents; and (4) that CFSC was taking its counsel's

5
advice and would only agree to using the CFSC loan documents. A true and correct copy of my

6
September 13 email to Ms. Martinez and the other Board members is attached hereto as Exhibit C.

7

17. I spoke with Ms. Martinez later that afternoon about CI'SC's requirement that its

9
version of the loan documents be signed as a condition of the proposed $850,000 loan to

10 Encompass. Ms. Martinez said that an Encompass subcommittee had thc responsibility for

11 resolving this issue and suggested that I contact Encompass Board member Cassie Gazipura.

12 18. Per Ms. Martinez's suggestion, I emailed Ms. Gazipura, informing her of my

13
conversation earlier that afternoon with Ms. Martinez. I reiterated that signed loan documents

14
were a prerequisite to the transfer of $ 850,000 to Encompass, and that: "Thc promissory notes and

15

16
loan agreements must be the notes and agreements proposed by CFSC." A true and correct copy

of my September 13 email to Ms. Gazipura is attached hereto as Exhibit H.

18 19. Nevertheless, on Monday, September 17,2018, despite: (I) my September 12

phone message to Encompass CFO Kim Morrison; (2) my September 13 email to Encompass CEO

20 Monica Martinez; (3) my September 13 telephone conversation with Ms. Martinez; and (4) my

21
Scptcmber 13 email to Ms. Gazipura, Encompass removed $850,000 from CFSC's account

22
without signing the CFSC loan documents. As mentioned above, Encompass took the money by

23

negotiating a check (Exhibit E hereto) payable to itself in the amount of $ 850,000, written on

CFSC's bank account, signed by Ms. Martinez.

26 20. That night, at 7:22 p.m., Encompass attorney Colin Pcarce sent me an email

attaching copies of the Encompass version of the loan documents that CFSC had already rejected,

28
signed by Ms. Gazipura. A true and correct copy of Mr. Pearce's email is attached hereto as
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Exhibit I. In his email, Mr. Pearce said that Encompass was "in desperate need" of funds, and had

an "immediate and urgent" need for funds. Mr. Pearcc acknowledged that he knew Encompass had

3 access to CFSC's bank account, and that he had recommended that Encompass immediately

transfer the $ 850,000 to Comerica Bank "given the urgent need to repay the loan obligation.'*

21. As soon as I became aware that night of Mr. Pearce's email, I emailed it to CFSC's

6
Board. Shortly thereafter I emailed Mr. Pearce, as well as Ms. Martinez and the rest of the CFSC

7

Board, reiterating that the CFSC subcommittee dealing with this matter had been quite clear that
8

9
the $ 1 million in loans sought by Encompass had to be supported by signed loan documents in the

10 form drafted by CI'SC. A true and correct copy of my September 17 email to Mr. Pearce is

11 attached hereto as Exhibit J. Unbeknownst to me, Encompass had already taken the money from

CFSC's account — a fact that Mr. Pearce did not mention in his September 17 email to me.

13
22. On the morning of September 18, 2018, I learned that Encompass had already taken

14
the $850,000 from CFSC's bank account. CFSC's Board was scheduled to meet that afternoon.

15

Ms. Martinez, as a member of Cl"SC's Hoard, attended the CFSC Board meeting. When I asked
16

Ms. Martinez at the meeting about the $ 850,000 Encompass had taken from CFSC's bank account

18 she refused to answer any questions on the subject, and stated that her refusal was based on advice

of counsel. Encompass CFO Kim Morrison, who was also at the meeting, likewise refused to

20 answer any questions about the money that had been taken, citing advice of counsel.

21
23. After Encompass misappropriated this money, CFSC moved the bulk of its

22
remaining funds to an account to which Encompass did not have access.

23

24
24. The Services Agreement expired on June 30, 2019. Long before the June 30

expiration date Encompass had stopped performing many of the services called for by the

26 agreement. For example, Encompass stopped providing regular financial reporting requested by

CFSC's Board. In addition, Encompass staff — who previously attended CFSC Hoard meetings on

28
a routine basis to take minutes, answer questions and provide other input to the Board — stopped
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attending CFSC Board meetings. I believe the last CFSC Board meeting attended by Encompass

staff was on January 3, 2019 — almost six months before the Services Agreement expired.

3 25. After this dispute arose Encompass withheld accounting and other records in its

possession as CFSC's management agent under the Services Agreement, that CFSC needed to

5
prepare its tax returns, to complete its audit, and to make rcquircd reports to government agencies.

6
As a result, CFSC was forced to obtain an injunction to force Encompass to turn over these

7
essential records.

8

26. CFSC's only material source of income is rent from its properties. After the

10 Services Agreement expired on June 30, 2019, Encompass stopped paying rent on the properties it

11 leases from CFSC, depriving CI'SC of close to $23,000 per month of lease revenue that CFSC

needs to pay its bills (e.g., debt service, insurance, property maintenance and property

13
management) and to fund replacement reserves for these aging properties. CFSC*s reserves had

14
already become seriously depleted during the period when Encompass was CFSC's management

15

agent; its failure to pay rent has only made this situation worse. CFSC's debt obligations are
16

substantial. Among others obligation, CFSC owes over $ 1 million on a loan from Comerica Bank,

1g full payment of which is due in April 2022. Three of CFSC's properties are security for that loan.

19 27. After the Services Agreement expired Encompass filed a motion seeking an order

20 that would have compelled CFSC to pay Encompass $77,000 per month — more than twice the

21
amount Encompass had been paid under the Services Agreement. Coupled with Encompass's

22
refusal to pay rent on the CFSC properties it occupies, the requested order would have bankrupted

23

CFSC.

28. Encompass has recently resumed paying rent on all but one of the CFSC properties

26 it occupies. However, Encompass has still not reimbursed CFSC for the twelve months of rent it

failed to pay to CFSC for the period July l, 2019 through June 30, 2020, for a total of

28
approximately $272,000, ignoring interest and late charges. Encompass occupied these properties
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rent-free for a year, while CFSC continued to incur the cost of operating, maintaining and

managing these properties. As a result, CFSC was recently forced to incur the expense ol'

obtaining a bank line of credit to ensure that it has adequate funds to operate.

29. As mentioned above, CFSC loaned $750,000 to Fncompass in 2017 pursuant to a

5
Line of Credit Agreement, a true and correct copy of which is attached hereto as Exhibit K. That

6
was not the first large loan CFSC had made to Fncompass. Encompass had also borrowed

7

$750,000 from CFSC in 2016, which Fncompass repaid the following year. Before these loans
8

9
were made Encompass and CFSC had received legal advice from their joint legal counsel, Brad

1 0 Caftcl, about properly structuring and documenting loans from CFSC to Encompass. Attached

11 hereto as Exhibit L is a true and correct copy of a document I received from Encompass in

connection with a September 3, 2015 CFSC Board meeting, reflecting Mr. Caftel's advice on this

13
subject.

14
30. CFSC now uses a company called Front St. Administrative Services, LLC

15

("FSAS") to perform the services formerly performed by Encompass under the expired Services
16

Agreement. CFSC has also retained the services of a real estate broker, Pacific Sun Property

18 Management, inc. ("Pacific Sun") to assist with and supervise the property managenient services

provided by FSAS. The combined cost to CFSC of FSAS's and Pacific Sun's services is

20 considerably less than CFSC was being charged by Encompass under the Services Agreement.

21

22
I declare under penalty of perjury under the laws of the State of California that the

23

I'oregoing is true and correct.

26

27

Dated: December~+ 2020

3 eph~. L2 Berge
I

28
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ARTICLEc OF INCORPORATION
of

COO(MUNITY FOUNDATION OF SAIOTH CRUZ

tel Q Q P,', A F', k3
ED

f„mc omco n

((f,((f) I, HR]
MARCH Fsf'R iff 3CCiz(OU Of 3(s(O

Gloria) Cairo(I
DEPufy

The name of this corporation is col(NUNITY FouloDATIQN CF sANTA c).U 1.

This corporation is a nonprofit public benefit corporation and is
»Gt olgaliized fol'?le )orlvate gaiil of any pel sol1. It is olciali'cd u .. Ec
the Nonprofit Public Benefit Corporation Law for charitable purposes.
The purposes for which this corporation is formed ar.e:

(a) The specific and primary purooses are, as a charitable oroanizi-
tion, to devot.e efforts toward fundraising actiirities, supportive services,
and the obtainino of facilities, vehicle , and equipment for the benefit
of the Santa Cruz Community Counseling Center, Inc.

(h) The general purpcse and ," owers are to have and to exercise all
rights and powers conferred on nonprofit corporations u»der the laws of
California, within the meaning of Section 501(c)(3) of the Internal Revenue
Code of lgSO. (OG withstanding any other provision of these Articles, thi
corporation shall not carry on ariy activities not permitted to be carried
on by a corporation exempt under that Section.

(c) ioo substantial part of the activities of thi.s corporation shai'onsistin the carrying on of propoganda or otherwise attempting to iiif]uencc
leoislation, nor shall this corporation participate in, or interirene in
(includinc the publishing or distr butinc of sratements), any oolitical
campaf.gn on behalf of any candidate for nublic office.

Tlt p oi. e ' G lils colpola 1 Gli 1 1 1 avoca) ly de io cared to charitable
pu'poses, al1d ii; Elt of thE nEt ~ n Gme or asseTE of h'ori. oration s)tall
ever 'our E TG =h bene f 1 G f ai I '11'ac ol-, of f car, or m- Tiber oi Till
corpGration, or to the benefir. o any private 1ndivldual.

Upon the winding uli and dissolution of this corporatio» and after
payino or adequately providinc fo'hc debts and oblige iona or the coiPo aticn,
the remaining assets, shall be oistributed to a nonprofit unc, founoation,
or coiporation which is organized and operated exclusively for chari.table
purposes and hat has estabi 1 fled 1ts car Eoenlpr staTus UTlder Sectloi; Sr i (c) (I
of tfie Internal Revenue Cod
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IV

The name and address in this state of the corporation's initial agent
for the service of process is Robert N. Kardon, 421 Ocean Street,
Santa Cruz, California 95060.

Dated: January 16, 1981
Robert N. Kardon, Incorporator

I declare that I am the person who executed these Articles of
Incorporation, and that this instrument is my act and deed.

Robert N. Kardon
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CERTIFICATE OF Ai'IENDNENT

OF

ARTICLES OF INCORPORATION

Robert M. Kardon and Kenneth Hilliard certify that;
1. They are the chairperson and secretary/treasurer, respectively, of Community

Foundation of Santa Cruz, Inc.,

2. Article II (a) of the articles of incorporation of this corporation is amended
to read as f'ollows:

(a) The specific and primary purposes are, as a charitable organization,
to devote efforts toward fundraising activities, supportive services, and the
obtaining of facilities, vehicles, and equipment for the benefit of The Santa
Cruz Community Counseling Center, Inc. The activities of the Community Foundation
of Santa Cruz are limited to this support function.

3. The foregoing amendment of articles of incorporation has been duly approved by the
board of directors.

4. The foregoing amendment of articles of incorporation has been duly approved by the
required vote of members.

ROf!ERT M. KARDON,

KENNETH HILLIARD, Secretary/Treasurer

The undersigned declare under penalty of perjury that the matters set forth in the
foregoing certificate are true of their own knowledge.

S~6 ts& o& ~3o
0& I&

ROBERT M. KARDONJ Chairperson

KENNETH HILLIARD, Secretary/Treasurer
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CERTIFICATE OI AIIEIIDliEIIT

of'PiTICLES OF IiICORPORATIOI'!

D N D Cy r; S E D
I= I L ls D

a~ogiroorao horrrloryor Slo'o
of tho crore of Coarorolo

MAY j 8 1988

fyUUOf PONG EU, Secretary of Stele

Tcr r; l.oriarty and Barney Elders certify that:

Tt!ey are the Chairperson anci the Secretary respectively, of the
COI,"t:.UilITT FOUIIDATIOII OF SAI1Trl CRUZ, a Califctnia cor poraticn.

.',rticle I cc toe articles of'ncoti oration of this corporation
rs crerrdcc to reau as follows:

Tlm narae of this corporation is CFSC, Inc.

3. 'I',. r.creRoinE artendment f articles of incorporat,ion h - oe:n
'uly aplm even oy the Boatc of Dir actors.

Tl-e forer,oinp aver,carcnt of articles of incorporatior has been
duly apptoveci by the required vote of members.

ilc idr'!rer declare under penalty of pet jury under the laws of the
State. ol'alifornia that. the matters set forth in this certificate
are true anc correct of our own knowledpe.

Dare: I.'ay 2, 198'erry
IIoriarty, J.D., PI..D

Chairperson

ers, J.D.
Treasurer
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CFSC, Inc.
1201 Shaffer Road

Santa Cruz, CA 95060

1408) 425-1880

CERTIFICATE OF AMENDMENT
of

ARTICLES OF INCORPORATION

'YiiDQRSEB
FI LEG

In tire otrice oi eo~-~ r of StateOI +e gt" Ie Ot Q@aarrre

&jf)y 24 19I)0

MARCHFOIISEU Scg zi"tf"'"""'erry

Moriarty and Barney Elders certify that:

1. They are the Chairperson and the Secretary respectively of CFSC, Inc., a
California corporation.

2. Article ll(a) of the articles of incorporation of this corporation is amended to
read as follows:

(a) The specific and primary purposes are, as a charitable organization, to devote
efforts toward fundraising activities, supportive services, and the obtaining of
facilities, vehicles, and equipiment for the benefit of the Santa Cruz Community
Counseling Center, Inc. This purpose statement cannot be revised without
approval by the Board of Directors of the Santa Cruz Community Counseling
Center, Inc.

3. The foregoing amendment of articles of incorporation has been duly approved
by the Board of Directors.

4. The foregoing amendment of articles of incorporation has been duly ap-
proved by the required vote of members.

We further delcare under penalty of perjury under the laws of the State of
California that the matters set forth in this certificate are true and correct of our
own knowledge.

Date: May 15, 1990.

Terry Moriarty, J.D., Ph.D
Chairperson

ders, J.D.
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BYLAWS
of

CFSC, INC.
A California Nonprofit Public Benefit Corporation

ARTICLE 1: NAME

The name of this Corporation is CFSC, Inc.

ARTICLE 2: PURPOSE

The purposes for which this corporation is formed are charitable, to devote
efforts toward fundraising activities, supportive services, and the obtaining of facilities,
vehicles, and equipment for the benefit of the Santa Cruz Community Counseling
Center, Inc, This purpose statement cannot be revised without approval by the Board of
Trustees of the Santa Cruz Community Counseling Center, Inc ("SCCCC").

In addition, this corporation is formed for the purpose of performing all things
incidental to, or appropriate in, the achievement of the foregoing specific and primary
purposes. The corporation shall not, except in an insubstantial degree, engage in any
activities or exercise any powers that are not in furtherance of its primary charitable
purposes.

ARTICLE 3: PRINCIPAL OFFICE

The principal office for the transaction of the business of the corporation is fixed
and located in the City of Santa Cruz, County of Santa Cruz, State of California. The
Board of Directors may at any time, or from time to time, change the location of the
principal office from one location to another in this County.

ARTICLE 4: NONPARTISAN ACTIVITIES

This corporation has been formed under the California Nonprofit Public Benefit
Corporation Law (the "Law") for the charitable purposes described above, and it shall
be nonprofit and nonpartisan. No substantial part of the activities of the corporation
shall consist of publication or dissemination of materials with the purpose of attempting
to influence legislation, the carrying on of propaganda or otherwise attempting to
influence legislation. The corporation shall not participate or intervene in any political
campaign on behalf of or in opposition to any candidate for public office.

ARTICLE 5: DEDICATION OF ASSETS

The properties and assets of this nonprofit corporation are irrevocably dedicated
to charitable purposes. No part of the net earnings, properties, or assets of this
corporation, on dissolution or otherwise, shall inure to the benefit of any private person
or individual, or any member or director of this corporation. On liquidation or
dissolution, all properties and assets and obligations shall be distributed and paid over
to an organization dedicated to charitable purposes, which has established its tax-
exempt status as specified in Internal Revenue Code Section 501 (c)(3).
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ARTICLE 6: BOARD OF DIRECTORS

Section 1. Powers. Subject to the provisions and limitations of the Law and any other
applicable laws, the business and affairs of the corporation shall be managed, and all
corporate powers shall be exercised, by or under the direction of the Board of Directors.
The Board of Directors may delegate the management of the day-to-day operation of
the business of the corporation to a management company, committee, or other
person, provided that the activities and affairs of the corporation shall be managed and
all corporate powers shall be exercised under the ultimate direction of the Board of
Directors.

Section 2. Number of Directors. This corporation shall be governed by a Board of
Directors consisting of no fewer than 3 and up to 10 directors, residents of Santa Cruz
County, who shall receive no compensation for their services as such. 40% of the seats
on this Board, (except that at all times should be less than 50%) rounded up to the
nearest whole number, shall be approved by SCCCC Board of Trustees; this provision
can only be amended with the approval of the SCCCC Board of Trustees.

Section 3. Election and Term of Office. At all times, one of the directors shall be the
SCCCC Executive Director, who shall be counted as one of the directors approved by
the SCCCC Board of Trustees. Except for the SCCCC Executive Director, each
director shall be elected for a term of three (3) years. Each director shall hold office until
the expiration of the term for which elected and until a successor has been elected and
qualified. Each year in March, the Board of Directors will nominate candidates for
terminating positions and submit the required number of Directors to SCCCC Board of
Trustees for approval. Election and installation will occur in June. Any seat requiring
SCCCC approval will remain vacant until such time as SCCCC Board of Trustees has
approved. Directors may serve any number of consecutive terms.

Section 4. Vacancies. A vacancy shall be deemed to exist in the event that the actual
number of directors is less than the authorized number for any reason. Any vacancy
occurring in the Board of Directors shall be filled by a duly held election of members of
the Board of Directors, once approval of the candidate by the SCCCC Board of
Trustees has been given if so required.

Section 5. Iieettnas. The Board of Directors shall hold an annual meeting in June of
each year for the purpose of electing directors and officers of the corporation and for
the transaction of other business. Notice of the annual meeting shall be given in the
manner set forth below. Other regular meetings shall be held at such times as are fixed
by the Board of Directors. The meeting schedule will be determined in reference to the
business that needs to be accomplished. Meetings will be held at the principal office of
the corporation unless otherwise designated by the Board,

Meetings of the Board for any purpose may be called at any time by the chairperson of
the Board, the secretary, or any two (2) directors. Notice of the date, time, and place of
meetings shall be delivered personally to each director or communicated to each
director by telephone (including voice messaging system which records and
communicates messages), facsimile, or electronic mail at least 24 hours prior to the
meeting, or communicated by mail or other means of written communication, addressed
to the director at the director's address as 1t is shown upon the records of the
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corporation, deposited in the mail or other carrier at least four (4) days before the date
of the meeting. The notice need not specify the purpose of the meeting.

Any meeting may be held by conference telephone or other communications equipment
permitted by the Law, as long as all directors participating in the meeting can
communicate with one another and all other requirements of the Law are satisfied. All
such directors shall be deemed to be present in person at such a meeting.

Section 6. Action at a Meetina. Presence of a majority of the directors then in office
or 20% of the authorized number of directors, whichever is greater, at a meeting of the
Board of Directors constitutes a quorum for the transaction of business, except as
otherwise provided in these Bylaws. Every act done or decision made by a majority of
the directors present at a meeting duly held at which a quorum is present shall be
regarded as the act of the Board of Directors. Directors may not vote by proxy. A
meeting at which a quorum is initially present, including an adjourned meeting, may
continue to transact business notwithstanding the withdrawal of directors, if any action
taken is approved by at least a disinterested majority of the required quorum for such
meeting, or such greater number as required by the Articles of Incorporation, these
bylaws or the Law.

Section 7. Adiourned Meetina and Notice. A majority of the directors present,
whether or not constituting a quorum, may adjourn any meeting to another time and
place. Notice of the time and place of holding an adjourned meeting need not be given,
unless the meeting is adjourned for more than 24 hours, in which case personal notice
of the time and place shall be given before the time of the adjourned meeting to the
directors who were not present at the time of the adjournment.

Section 8. Action Without a Meetina. Any required or permitted action by the Board
of Directors may be taken without a meeting, if all members of the Board shall
individually or collectively unanimously consent in writing (electronic or facsimile
communication is acceptable) to such action. Such written consent or consents shall be
filed with the minutes of the proceedings of the Board. Such action by written consent
shall have the same force and effect as the unanimous vote of such directors.

Section 9. Removal. The Board by majority vote may remove any director with or
without cause. The action to remove any Board members approved by SCCCC must be
approved by the SCCCC Board of Trustees. Absence of a director from two or more
consecutive Board meetings shall constitute cause for removal.

ARTICLE 7: STANDARD OF CARE

A. General. A director shall perform the duties of a director, including duties as a
member of any committee of the Board on which the director may serve, in good faith,
in a manner such director believes to be in the best interest of this corporation and with
such care, including reasonable inquiry, as an ordinarily prudent person in a like
situation would use under similar circumstances.
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In performing the duties of a director, a director shall be entitled to rely on information,
opinions, reports or statements, including financial statements and other financial data,
in each case prepared or presented by:

L One or more officers or employees of the corporation whom the director believes
to be reliable and competent in the matters presented;

2. Counsel, independent accountants, or other persons as to matters which the
director believes to be within such person's professional or expert competence;
or,

3. A committee of the Board upon which the director does not serve, as to matters
within its designated authority, which committee the director believes to merit
confidence,

so long as in any such case, the director acts in good faith, after reasonable inquiry
when the need therefore is indicated by the circumstances and without knowledge that
would cause such reliance to be unwarranted.

A person who performs the duties of a director in accordance with these provisions
shall have no liability based upon any failure or alleged failure to discharge that
person's obligations as a director, including, without limiting the generality of the
foregoing, any actions or omissions which exceed or defeat a public or charitable
purpose to which a corporation, or assets held by it, are dedicated.

B. Loans, This corporation shall not make any loan of money or property to, or
guarantee the obligation of, any director or officer; provided, however, that this
corporation may advance money to a director or officer of this corporation or any
subsidiary for expenses reasonably anticipated to be incurred in performance of the
duties of such officer or director so long as such individual would be entitled to be
reimbursed for such expenses absent that advance.

C. Self-Dealina Transactions. Except as approved in subsection D below, the
Board shall not approve a self-dealing transaction. A self-dealing transaction is one to
which the corporation is a party and in which one or more of the directors has a material
financial interest or a transaction between this corporation and one or more of the
directors or between this corporation and any person in which one or more of its
directors has a material financial interest.

D. Aporoval. The Board of Directors may approve a self-dealing transaction if the
Board determines that the transaction is in the best interests of, and is fair and
reasonable to, this corporation and, after reasonable investigation under the
circumstances, determines that this corporation could not have obtained a more
advantageous arrangement with reasonable effort under the circumstances. Such
determinations must be made by the Board in good faith, with knowledge of the
material facts concerning the transaction and the director's interest in the transaction,
and by a unanimous vote of the directors then in office, without counting the vote of the
interested director or directors.

E. Insoection. Every director shall have the absolute right at any time to inspect
and copy all books, records, and documents, and to inspect the physical properties of
this corporation.
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F. Gifts. The Board of Directors may accept on behalf of the corporation any
contribution, gift, bequest, or devise for the general purpose of the corporation

ARTICLE 8: OFFICERS

Section 1. Officers. The officers of the corporation shall consist of a Chairperson, a
Vice Chairperson, and a Secretary/Treasurer. A director may hold more than one office,
except that neither the secretary nor the treasurer may serve concurrently as the
chairperson of the Board. In addition to the duties specified in this Article 8, officers
shall perform all other duties customarily incident to their office and such other duties as
may be required by law, by the Articles of Incorporation, or by these bylaws, subject to
control of the Board of Directors, and shall perform such additional duties as the Board
of Directors shall from time to time assign.

The officers shall be chosen by the Board at its annual meeting, and shall serve at the
pleasure of the Board. A vacancy in any office because of death, resignation, removal,
disqualification, or any other cause shall be filled in the manner prescribed in these
bylaws for regular appointments to that office.

The Chairperson of the Board shall, when present, preside at all meetings of the Board
of Directors. The Chairperson shall, in general supervise and conduct the activities and
operations of the corporation and keep the Board informed as to how the purposes and
goals of the corporation are being met and shall consult with them concerning the
activities of the corporation. The Chairperson is authorized to execute in the name of
the corporation, all contracts and other documents authorized either generally or
specifically by the Board. The Chairperson shall perform such other duties as shall
from time to time be assigned to him or her by the Board of Directors. The Chairperson
shall furnish a written report annually to all directors of this corporation containing the
following information.

1. The assets and liabilities of this corporation at the end of the fiscal year;

2. The principal changes in assets and liabilities during the fiscal year;

3. The revenue or receipts of this corporation, both unrestricted and restricted for
particular purposes, for the fiscal year, and;

4. The expenses or disbursements of the corporation for both general and restricted
purposes during the fiscal year.

The Vice Chairperson shall consult with the Chairperson on the supervision,
direction, and control of the corporation and advise and consent in the Chairperson's
acts. In the absence of the Chairperson, or in the event of his or her inability or refusal
to act, the Vice Chairperson shall perform all the duties of the Chairperson, and when
so acting shall have all the powers of, and be subject to all the restrictions on, the
Chairperson. The Vice Chairperson shall have such other powers and perform such
other duties as may be prescribed from time to time by the Board of Directors.

The Secretarv/Treasurer, or his/her designee, shall act as Secretary of all the
meetings of the Board of Directors, and shall be the custodian of all records and
documents of the corporation which are to be kept at the principal office of the
corporation. The Secretary/Treasurer shall keep the minutes of all such meetings in
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books proposed for that purpose. The Secretary/Treasurer shall attend to the giving
and serving of all notices of the corporation, and ensure that the execution of all
documents on behalf of the corporation is duly authorized in accordance with the
provisions of these Bylaws. The Secretary/Treasurer shall act as lease officer and is
authorized by the Board to sign all leases in the name of the corporation under the
following conditions: Prior approval of the Board is required for transactions over
$5,000; the Secretary/Treasurer will prepare summaries for the Board when leases
under $5,000 have been signed. The Secretary/Treasurer shall perform all other
duties customarily incident to the office of Secretary/Treasure, subject to control of the
Board of Directors, and shall perform such additional duties as may be prescribed,
from time to time, by the Board of Directors.

In addition, the Secretary/Treasurer, or his/her designee, shall receive and safely
keep all funds of the corporation and deposit them in the bank or banks that may be
designated by the Board of Directors. Those funds shall be paid out only on checks of
the corporation, signed by such persons as designated by the Board of Directors as
authorized to sign them

ARTICLE 9: COMMITTEES

Section 1. Committees. The Board of Directors may, by resolution adopted by
majority vote of the directors then in office, provided that a quorum is present,
designate one or more committees to serve at the pleasure of the Board. No
committee shall bind the corporation in a contract or agreement or expend corporate
funds, unless authorized to do so by the Board of Directors. Each such committee
shall consist of two (2) or more directors and if an advisory body may also include
persons who are not on the Board in a nonvoting capacity. Any committee that
includes members who are not Directors serves only in an advisory capacity and
cannot make decisions on behalf of the corporation.

Section 2. Meetinas and Actions of Committees. Meetings and actions of all
committees shall be governed by, and held and taken in accordance with, the
provisions of Article 7 of these bylaws, concerning meetings and actions of directors,
with such changes in the context of those bylaws as are necessary to substitute the
committee and its members for the Board of Directors and its members, except that
the time for regular meetings of committees may be determined either by resolution of
the Board of Directors or by resolution of the committee. Special meetings of
committees may also be called by resolution of the Board of Directors. Notice of
special meetings of committees shall also be given to any and all alternate members,
who shall have the right to attend all meetings of the committee. Minutes shall be kept
of each meeting of any committee and shall be filed with the corporate records. The
Board of Directors may adopt rules not inconsistent with the provisions of these bylaws
for the government of any committee.

ARTICLE 11: RECORDS AND REPORTS

Section 1. Nlalntenance and Inspection of Articles and Bvlaws. The corporation
shall keep at its principal office the original or a copy of its Articles of incorporation and
bylaws as amended to date, which shall be open to inspection by the directors at all
reasonable times during office hours
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Section 2. Maintenance and Inspection of Federal Tax Exemotion Aoolication
and Annual Information Returns. The corporation shall keep at its principal office a
copy of its federal tax exemption application and its annual information returns for
three (3) years from their date of filing, which shall be open to public inspection and
copying to the extent required by law.

Section 3. Ilaintenance and Insbectlon of other Corporate Records. The
corporation shall keep: (a) adequate and correct books and records of accounts, (b)
written minutes of the proceedings of the Board and committees of the Board. These
books and records shall be maintained at the principal office of the corporation.

Every director shall have the absolute right at any reasonable time to inspect all books,
records, and documents of every kind and the physical properties of the corporation
and each of its subsidiary corporations. The inspection may be made in person or by
an agent or attorney, and shall include the right to copy and make extracts of
documents.

Section 4. Preoaration of Annual Financial Statements. The corporation shall
prepare annual financial statements using generally accepted accounting principles.
Such statements shall be audited by an independent certified public accountant, in

conformity with generally accepted accounting standards, under supervision of the
Audit Committee established by these bylaws. The corporation shall make these
financial statements available to the California Attorney General and members of the
public for inspection no later than nine (9) months after the close of the fiscal year to
which the statements relate.

ARTICLE 13: FISCAL YEAR

The fiscal year for this corporation shall begin on July 1 and shall end on June 30.

ARTICLE 14: AMENDMENTS AND REVISIONS

These bylaws may be adopted, amended or repealed by the vote of a majority of the
directors then in office. Such action is authorized only at a duly called and held
meetings of the Board of Directors for which written notice of such meeting, setting
forth the proposed bylaw revisions with explanations therefore, is given in accordance
with these bylaws, unless such notice is waived in accordance with these bylaws.

ARTICLE 15: CORPORATE SEAL

The seal of the corporation shall be circular in form and shall bear the name of the
corporation and words and figures showing that it was incorporated in the State of
California in the year 1981. The seal shall be kept at the principal office of the
corporation. Failure to affix the seal to any corporate instrument, however, shall not
affect the validity of that instrument.

Revised May 15, 1990
Revised November 18, 1998
Revised September 10, 2007
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encompass

From: Encompass Board of Trustees
To: CFSC Board of Directors
Date: 8/3/2017
Regarding: Request for CFSC Actions

Encompass Community Services has been a strong, dependable, and impactful human services

organization since 1973. Since inception, Encompass has navigated complex policy and funding

landscapes to become one of the largest and most successful nonprofits in Santa Cruz County. Today, in

the context of the seismic shifts occurring in social policy, Encompass is engaging in an organizational
transformation that will strengthen our foundation and provide opportunities to leverage new sources

of funding. Many of these changes have been shared with the CFSC Board during recent sessions, and

Encompass will continue to communicate these efforts in future meetings.

During the past year, Encompass has made significant staffing and structural changes that have

increased the efficiency of operations and repositioned the organization to negotiate more favorable

contracts. Programs are being redesigned and restructured to reduce operating overhead and to deliver

data-driven, evidence-based services.

In alignment with these changes, Encompass is also undergoing a transformation of our fiscal strategy to

ensure long-term sustainability and support growth. This three-pronged approach is as follows:

Improve our access to and utilization of timely, accurate, and useful financial reports
o Overhauling our accounting and budgeting systems
o Using automation to improve efficiency and reduce the risk of errors

Reposition our approach to revenue generation
o Negotiating contracts that represent true cost of delivering quality services

o Diversifying funding beyond county contracts
Strengthen our balance sheet

o Creating a true operating reserve to stabilize cash flow

o Operating within a balanced budget

This strategy includes a plan to redesign both the purpose and strategic use of Encompass'upport
corporations to ensure that these corporations are utilized to the maximum benefit ofEncompass'ission

and services. Encompass is proposing short and long term plans to strategically leverage the

assets held under CFSC. Included is a proposal to amend the purpose statement of CFSC, so that the

purpose more accurately reflects the current needs and proposed duties of the support corporation.

Encompass and CFSC are valuable entities that make up a unique and important community resource to

serve Santa Cruz County, These entities have operated in a symbiotic relationship since the
incorporation of CFSC by Encompass in 1981. CFSC was established to be of sole benefit to Encompass,

and is restricted as such.

Given the long-term needs of Encompass and CFSC, we are faced with a timely and strategic opportunity
to ensure long-term sustainability and support growth. At the recommendation of the Encompass

Board of Trustees and CFSC Board Chair, this proposal will lay out immediate action to be taken in order

to:
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encompass

1. Address the immediate needs by establishing a Line of Credit
2. Create a long term plan that includes:

a. Permanently moving assets from the CFSC balance sheet to the Encompass balance
sheet for the purpose of establishing a cash reserve

b. Establishing adequate liquid assets to strategically reinvest in existing andlor new
CFSC properties that serve the mission of Encompass

3, Revise the purpose statement of CFSC

Current Encompass Cash View

Like many nonprofits, Encompass lacks the cash reserves necessary to adequately support seasonal
changes in cash flow. This has been a longstanding issue for Encompass. Since 2006 the agency has had

an average of 32 days of working capital, which is grossly insufficient for an organization of our size. In

recent years, our working capital has decreased due to approved investment spending (at a deficit) and

unprecedented changes in the industry landscape related to billing requirements and reimbursement
terms. As a result, Encompass faces increasingly tight cash flows in the summer and early fall. Based on

current trends, we have projected cash flow through November 2017. It is anticipated that the County
of Santa Cruz will be slow to pay contractors in the beginning of the fiscal year. Therefore, our
projections reflect lower payments in July and August, and show payments resuming normal levels by
October.

Cash Flow balances are as follows:

June
July
August
September
October
November

$689,847
$517,416
$328,696

$17,083
$310,055
$510,505

Although the balance remains positive, the timing of deposits will become critical at the start of each

month. The first payroll of each month will need to be funded by the 10'" and requires approximately

$ 1.7M.

Currently, Encompass has two loans outstanding. The amount outstanding on the Comerica loan is

$ 1,000,000 and amount outstanding on the CFSC loan is $750,000.

The Encompass Board of Trustees has mandated a balanced operating budget for the 17-18 fiscal year,
which will be part of overall financial stability moving forward, but does not solve the immediate cash

flow shortage.

Addressing Immediate Needs

The Encompass Board is requesting an immediate action to resolve the insufficient cash reserves
currently on the Encompass balance sheet. It is proposed that CFSC borrow against assets to fund a Line

of Credit to be loaned to Encompass. Because CFSC has a large portfolio of real property holdings, it is

able to borrow funds commercially at more favorable terms than Encompass. Encompass staff are
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encompass
currently working with Comerica to obtain appraisals on four unencumbered properties that could be
collateralized to secure a loan or line of credit. Upon bank approval, it is requested that CFSC execute
this line of credit and subsequent loan to Encompass. The amount of this loan has yet to be determined,
and will be based on the appraisals.

Long Term Strategy

Together, Encompass and CFSC have built assets that create a unique and rare opportunity, and it is

proposed that we use our foundational strength in a strategic way. Immediately following the
establishment of a Line of Credit, it is requested that steps are taken to achieve two mutually beneficial

purposes: 1) to permanently move assets from the CFSC balance sheet to the Encompass balance sheet
for the purpose of establishing a cash reserve, and 2) to establish adequate liquid assets to strategically
reinvest in existing and/or new CFSC properties that serve the mission of Encompass. This action, which

aligns with the charitable purpose of CFSC, may involve multiple actions including but not limited to:

liquidating targeted properties, establishing long-term real estate loans, paying off targeted debts,
and/or investing in new properties.

Revising the CFSC Purpose Statement

The Encompass Board is requesting that revisions be made so that the purpose statement and bylaws

more accurately reflects the current landscape and more closely aligns with the direction of Encompass.

The CFSC purpose statement was last revised in May 1990.

It is proposed that the purpose statement is revised from:

The specific and primary purposes are, as a charitable organization, to devote efforts toward
fundraising activities, supportive services, and the obtaining of facilities, vehicles, and

equipment for the benefit of the Santa Cruz Community Counseling Center, Inc. This purpose
statement cannot be revised without approval by the Board of Directors of the Sama Cruz

Community Counseling Center, Inc.

To;

The specific and primary purposes are, as a charitable organization, to devote efforts towards
building capital for the sole purpose of supporting Encompass Community Services. This purpose
statement cannot be revised without approval by the Board of Trustees of Encompass

Community Services.

It is also proposed that the bylaws be amended to reflect these changes.
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AGREKMKNT FOR ADMINISTRATIVE SERVICES

THIS AGREEMENT, made and entered into this first day of Julv. 2018 by and between CFSC, Inc.,

hereinafter called "CFSC" and Encompass Community Services, hereinafter called "Encompass."

WITNESSETH

WHEREAS, Encompass is experienced and skilled in the performance ofgeneral management, program

performance, administrative and accounting services,

WHEREAS, CFSC, in order to further its non-profit charitable purposes, is in need of such services and

desires to engage Encompass to perform such services on CFSC's behalf;

NOW, THEREFORE, in consideration of the promises and of the mutual covenants and agreements

contained herein, the parties agree as follows;

INTRODUCTION:

1. CFSC hereby retains Encompass to perform management and administrative services on its behalf,

Encompass shall devote its best efforts to the performance of its management and administrative

services, which shall include rendering assistance and advice with respect to CFSC administrative,

accounting, and program efforts, and shall perform such other work as may be assigned to Encompass

by CFSC from time to time.

2. At all reasonable times during the term of this Agreement, any oAicer of CFSC shall have free access

to all ofEncompass books and records pertaining to matters encompassed by this Agreement with the

right to make copies of any or all thereof.

SPECIFICATIONS:

1. INDEPENDENT CONTRACTOR: Encompass is retained by CFSC as an independent contractor and

nothing herein contained shall be construed to create the relationship of employer and employee

between CFSC and Encompass.

2. ADMINISTRATION: The Executive Director/CEO ofEncompass shall represent Encompass in all

matters pertaining to administrative services rendered pursuant to this Agreement and shall administer

this Agreement on behalf of Encompass.

3. SCOPE OF SERVICES, Encompass agrees to provide the following services:

Overview: Encompass will provide operational administrative services to CFSC for the following

general areas: fiscal control, accounting, property development coordination and other operations

management.

A. Fiscal Control:

Develop and/or document financial control policy approved by the CFSC Board ofDirectors.

Check authorization and policy expenditure limits as outlined by CFSC Board ofDirectors,
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AGREEMENT FOR ADMINISTRATIVE SERVICES

A. Fiscal Control (continued)

Direct process for CFSC Board of Directors approval of al! contracts entered.

Enter into contracts on behalf of CFSC without requiring prior Board approval given the

following criteria are met'.

o The work being performed is within budget

o The contract lasts no more than twelve months

o The Amount of the contract does not exceed $ 10,000

o A report of all expenses paid valued at $5,000.00 and greater, excluding rent and

administrative agreement payments, is provided at each board meeting

Ensure bid process is followed for capital expenditures and capital improvements,

Monitor "arms-length" compliance,

Keep and maintain accurate, complete, and separate records in accordance with accepted

accounting standards and procedures, showing income and expenditures in connection with

the operations of CFSC, so that any accounts payable, other obligations, cash, accounts

receivable, and other assets pertaining thereto can be identified and their respective amounts

determined at all times.

B. Accounting:

Budgeting
Manage the annual budgeting process including budget development for capital

equipment, rental and leased property and general administration.

Ensure appropriate level of understanding by the CFSC Board of Directors and then

document Board approval.

Manage budget versus actual expense reporting; develop and organize monthly statements,

reporting quarterly to the CFSC Board of Directors.

After CFSC Board of Directors approval of annual budget, Encompass staff will

authorize expenditures and checks written within the authorized budget.

Reporting

Manage all accounts payable business including following expenditure authorization

limits, posting all payables and expenditures to the appropriate fund and expense account,

and paying on terms where cash is maximized.

Manage all account receivable business so that all bills are accurate and received by the

first of the month and payment is received by the 15 of the month. All revenues are to be

posted to the appropriate revenue account and allocated correctly to the cash accounts.

Manage all capital asset accounting such as appropriate documentation and posting of

purchases, depreciation and retirement or loss/sale of assets according to CFSC,

accounting procedures and GAAP.

Manage all related fiscal accounting such as surcharge income recording and

administrative income and expenditure documentation.
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AGREEMENT FOR ADMINISTRATIVE SERVICES

Reporting (continued)

Capture and post all financial transactions monthly, maintaining appropriate

documentation and producing a Balance Sheet and Statement ofRevenue and Expense for

each fund monthly.

Negotiate, organize and manage the annual audit by an accredited CPA.

Filing all government required documents annually, including, but not limited to, Federal

and State tax forms, welfare tax exemptions, etc.

C, Property Development Coordination:

Maintain the timeline and close plan for projects in progress.

Manage coordination and reporting to funding sources.

Seek funds for designated projects and for on-going CFSC operations.

D. Other Operations Management:

Maintain all the leases and lease master list for property and equipment.

Maintain CFSC files.

Provide staff input to CFSC Board of Directors.

Update and maintain insurance authorized by CFSC.

E. Tenant Leasing
- Maintain waiting lists in compliance with applicable funding source. Responsible for

advertising the open and/or closing of wait lists and processing applications,

Responsible for conducting interviews and verifications to place applicants in vacant units

Sign all documents necessary for applicants to move in as well as completing a move in

walk thru the day of lease signing, Process any Housing Authority voucher paper work.

Complete all annual and interim recertifications in accordance with applicable funding

sources requirements.

Provide rent collection services and maintain tenant ledgers,

Correspondence with tenants including but not limited to notices to enter, warning

notices, termination notices, legal proceedings/filing if necessary, and reasonable

accommodation requests.

Move- out coordination and processing of security deposits in accordance with county

law.

Responsible for maintenance including but not limited to after-hours answering service,

emergency repair service, annual inspections, pre Housing Authority inspections, turnover

preparation, regular repairs and coordination with vendors within budgetary allowances,

move-in move-out inspections, and replacement reserve projects as planned.

4. INSURANCE AND INDEMNIFICATION:
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AGREEMENT FOR ADMINISTRATIVE SERVICES

a) Encompass shall maintain a policy of comprehensive general liability insurance of at least $ 1

million in coverage, and such other bonding and liability insurance, including but not limited to

Unemployment and Workers'ompensation Insurance, required by law or usual and customary

with respect to the conduct of its activities, in amounts which the Encompass Board ofDirectors

has determined are reasonably adequate to protect Encompass and CFSC. All such insurance

shall cover Encompass's management and fiscal agent services pursuant to this Agreement, if

such coverage is available, and the increased cost, ifany, to Encompass of such coverage shall be

included in the CFSC budget and borne by CFSC.

b) Encompass shall indemnify, assume the defense of(ifrequested), and hold harmless CFSC and

its directors and officers from every claim, loss, damage, injury, expense (including attorney's

fees), judgment, and liability of every kind, nature, and description arising from Encompass's

negligent, fraudulent, or illegal act or omission in the performance of its services under this

Agreement, except, as to the party requesting indemnification, to the extent such claim, loss,

damage, injury, expense, judgment, or liability results in whole or in part from unauthorized,

negligent, fraudulent, or illegal action by the party requesting the indemnification.

5. COMPENSATION: It is contemplated that Encompass, in order to properly perform its duties under

this Agreement, will incur direct expenses for staff salaries and benefits, office rent and utilities, travel,

and office supplies and equipment, and will incur indirect overhead expenses.

a) In express recognition ofEncompass's and CFSC's non-profit, charitable, tax-exempt corporate

status, Encompass shall receive no remuneration for services performed hereunder other than the

reimbursement of direct expenses as set forth.

b) Based on the anticipated cost of services provided (including Property Management), CFSC

agrees to pay Encompass a total sum of $366,248 for services performed during the July 1, 2018

to June 30, 2019 fiscal year. CFSC shall reimburse Encompass on a monthly basis.

6, PERSONNEL; Encompass agrees to maintain solely at its own expense, except for the reimbursement

provided herein, and organization and personnel adequate to perform its duties under this Agreement.

7, NONEXCLUSIVE: Encompass may act and render management, program performance,

administrative, and accounting services to other individuals, firms, or corporations during the term of

this Agreement provided that such services do not relate to matters which may be confidential or

directly competitive or adverse to CFSC.

8. ASSIGNMENT: Encompass shall not assign any of its obligations or duties under this Agreement

without obtaining the prior written consent ofCFSC, which consent may not be unreasonably withheld

or delayed by CFSC, This Agreement shall be binding upon and inure to the benefit of the successors

and permitted assigns of the parties.

9. TERM: The term of this Agreement shall commence upon July 1, 2018, and continue through and

include the following 12 months to June 30, 2019,
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AGREEMENT FOR Al)MINISTRATIVE SERVICES

Encompass Community Services:
Monies Martinez, Chie~xccutive Officer

CFSC, Inc.: By:
Paul M. O'rien, Secretaty/Treasurer

Contract approved by the CFSC, Inc., Board of Directors on:

Contract approved by the Encompass Hoard of Trustees on: fr jz-~/rg
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LOAN AGREEMENT

THIS LOAN AGREEMENT ("Agreement"), dated August, 2018, is made by and
between CFSC, Inc., a California nonprofit corporation ("Lender") and Encompass Community
Services, a California corporation ("Borrower").

Recitals

A. Borrower has a line ofcredit with Comerica Bank in the total amount of $ 1,000 000 (the "Line of
Credit"). The Line of Credit came due earlier this year, and Borrower was unable to repay it. At
Borrower's request, Lender loaned Borrower the principal sum of $ 150,000 on or about June 29,
2018 for the purpose of allowing Borrower to pay down the Line of Credit (the "$ 150,000 Loan*').

The $ 150,000 Loan is to be memorialized by a Promissory Note dated July I, 2018 from Borrower
to Lender, which will replace and supersede that certain Line ofCredit Loan Agreement between the

parties with respect to the $ 150,000 Loan.

B. At Borrower's request, concurrent herewith, Lender is loaning Borrower the additional sum of
$850,000 in order to pay off the Line of Credit (the "$850,000 Loan"). The $850,000 Loan is to be
memorialized by a Promissory Note dated the same date as this Agreement from Borrower to

Lender.

C. The parties intend for the $ 150,000 Loan and the $850,000 Loan to be subject to the terms of this

Agreement, as more particularly set forth herein.

NOW, THEREFORE, for good and valuable consideration, receipt of which is hereby

acknowledged, the parties agree as follows:

l. Promissorv Notes: Concurrent herewith, Borrower shall deliver to Lender promissory notes in

the forms provided by Lender to Borrower, duly executed by Borrower, memorializing the $ 150,000

Loan and the $850,000 Loan (collectively, the "Promissory Notes").

2. Pavments: Borrower shall make timely payments to Lender as required by the terms of the

Promissory Notes. interest shall accrue on the unpaid principal due under the Promissory Notes at

the rates specified in the Promissory Notes. There shall be no penalty for prepayment,

3. Default: Failure ofBorrower to timely make any payment due under the terms of the Promissory

Notes, or either of them, shall constitute a default by Borrower. Additionally, failure by Borrower to

abide by any provision of this Agreement shall constitute a default by Borrower under the terms of

this Agreement and the Promissory Notes. Upon a default by Borrower, Lender may, at its election,

declare the entire unpaid principal and accrued interest to be immediately due and payable,

4. Financial Statements: So long as any amount remains outstanding under the terms of the

Promissory Notes, Borrower shall furnish to Lender monthly unaudited and annual audited financial

statements ofBorrower in form and content reasonably acceptable to Lender, In addition, Borrower

shall furnish to Lender such additional information concerning Borrower's affairs and operations as

may be reasonably requested by Lender from time to time.



5, Prohibition on New Debt: So long as any amount remains outstanding under the terms of the

Promissory Notes, Borrower shall not incur any new indebtedness except debt to finance the

purchase or lease of equipment in the ordinary course of business.

6. Bindina Effect: This Agreement shall be binding upon and shall inure to the benefit of all of the

parties hereto and their respective successors and assigns; provided, however, that Borrower shall

not be permitted to assign any of Borrower's obligations under this Agreement or under the
Promissory Notes.

7. Entire Agreement: This Agreemeni, together with the Promissory Notes, contains the entire

agreement of the parties with respect to the subject matter contained herein, and supersedes all

discussions, negotiations, or statements made between the parties as to the subject matter contained

herein. No supplement, modification, or amendment of this Agreement shall be binding unless

executed in writing by Borrower and Lender.

8. Severabilitv: In the event that any court having competent jurisdiction shall determine that any

one or more of the provisions contained in this Agreement shall be unenforceable in any respect,

then such provision shall be deemed limited and restricted to the extent that the court shall deem the

provision to be enforceable. The invalidity or unenforceability of any provision of this Agreement

shall not affect the validity or enforceability of any other provision hereof.

9. Attornevs'ees: In the event that a dispute arises between Borrower and Lender with respect to

the Promissory Notes or this Agreement, the prevailing party in the dispute shall be entitled to

recover its reasonable attorneys'ees, costs and litigation expenses related to the dispute from the

non-prevailing party.

10. No Waiver: The waiver or failure ofany party to exercise in any respect any right provided for

herein shall not be deemed a waiver of any other exercise of such right or of any further right

hereunder

11. Headings: Headings to sections herein are for the convenience of the parties only and are not

intended to be part of or to affect the meaning or interpretation of this Agreement.

12. Counternarts: This Agreement may be executed in counterparts, each ofwhich shall be deemed

an original but all ofwhich together shall constitute one and the same instrument. The signature of a

party on any counterpart which is transmitted electronically (such as in PDF format) to another party

or legal counsel for another party shall be deemed an original signature binding upon the executing

party and acceptable to all parties.

13. Authoritv: Each party represents and warrants to the other party that such party has the full

power and authority to execute, deliver and perform the terms of this Agreement and has taken or

caused to be taken all necessary action required by law or any governing documents to authorize the

execution, delivery and perlormance of this Agreement, and additionally, in the case of Borrower, of

the Promissory Notes.



[signature page follows][signature page follows]



WHEREFORE, the parties executed this Agreement as of the date first set forth above.

Borrower:

Encompass Community Services
A California nonprofit corporation

By:
Monica Martinez, Chief Executive Officer

By:
Name:
Title:

Lender:

CFSC, Inc.
A California nonprofit corporation

By:
Name:
Title:

By:
Name:
Title:



PROMISSORY NOTE

$850,000.00 Santa Cruz, CA August, 2018

FOR VALUE RECEIVED, Encompass Community Services, a California nonprofit

corporation ("Payor") hereby promises to pay to CFSC, lnc,, a California nonprofit corporation

("Payee"), or order, at such address as Payee shall instruct in writing from time to time, the sum

of Eight Hundred Fifty Thousand Dollars ($850,000.00) with the unpaid principal balance

bearing interest at the rate of two percent (2%) per annum, with interest-only payments due each

and every month commencing on October I, 2018 through and including September I, 2019 (the

"Maturity Date"), at which time the entire unpaid principal and accrued interest will be due in

full. This Note may be prepaid in whole or in part at any time without penalty. Each payment

shall be credited first on interest then due and the remainder on principal, and interest shall

thereupon cease upon the principal so credited.

A default by Payor under that certain Loan Agreement dated concurrent herewith

between Payor and Payee {the "Loan Agreement") shall additionally constitute a default under

this Promissory Note.

ln addition, the failure to make any payment of interest or principal on this Note when

and as the same shall become due and payable, whether at maturity or by acceleration or

otherwise, in each case, as is provided herein, shall constitute a default under this Note. Upon

default, the entire principal amount outstanding and the accrued interest shall at once become

immediately due and payable at the election of Payee.

Payor agrees to pay the following costs, expenses, and attorneys'ees paid or incurred by

Payee, or adjudged by a court: (I) Reasonable costs of collection, costs, and expenses, and

attorneys'ees paid or incurred in connection with the collection or enforcement of this Note,
1



whether or not suit is filed; and (2) costs of suit and such sum as the court may adjudge as

attorneys'ees in any action to enforce payment of this Note or any part of it.

This Note shall be construed in accordance with the laws of the State of Californi.

This Note shall inure to the benefit of and be binding on the respective heirs, executors,

administrators, successors and assigns of Payor and Payee; provided, however, that Payor shall

not be permitted to assign its obligations under this Note. Payor waives presentment for

payment, notice of non-payment, protest and notice of protest.

Notwithstanding any other provision of this Note, the parties intend that the interest

charged under this Note complies with applicable usury laws. In the event of any conflict

between the interest rate of this Note and the applicable usury laws, the maximum rate of interest

permitted by applicable law shall prevail over the rate stated in this Note.

WHEREFORE, this Note was executed as of the date first-above written.

ENCOMPASS COMMUNITY SERYICES, INC.
A California nonprofit corporation

By:
Name:
Title:

By:
Name:
Title:



PROMISSORY NOTE

$ 150,000.00 Santa Cruz, CA June 29, 2018

FOR VALUE RECEIVED, Encompass Community Services, a California nonprofit

corporation ("Payor") hereby promises to pay to CFSC, Inc., a California nonprofit corporation

("Payee"), or order, at such address as Payee shall instruct in writing from time to time, the sum

of One Hundred Fifty Thousand Dollars ($ 150,000.00) with the unpaid principal balance bearing

interest at the rate of two percent (2%) per annum, with interest-only payments due each and

every month commencing on August I, 2018 through and including July I, 2019 (the "Maturity

Date"), at which time the entire unpaid principal and accrued interest will be due in full. This

Note may be prepaid in whole or in part at any time without penalty. Each payment shall be

credited first on interest then due and the remainder on principal, and interest shall thereupon

cease upon the principal so credited.

A default by Payor under that certain Loan Agreement dated concurrent herewith

between Payor and Payee (the "Loan Agreement*') shall additionally constitute a default under

this Promissory Note.

In addition, the failure to make any payment of interest or principal on this Note when

and as the same shall become due and payable, whether at maturity or by acceleration or

otherwise, in each case, as is provided herein, shall constitute a default under this Note. Upon

default, the entire principal amount outstanding and the accrued interest shall at once become

immediately due and payable at the election of Payee.

Payor agrees to pay the following costs, expenses, and attorneys'ees paid or incurred by

Payee, or adjudged by a court: (I) Reasonable costs of collection, costs, and expenses, and

attorneys'ees paid or incurred in connection with the collection or enforcement of this Note,
1



whether or not suit is filed; and (2) costs of suit and such sum as the court may adjudge as

attorneys'ees in any action to enforce payment of this Note or any part of it.

This Note shall be construed in accordance with the laws of the State of California.

This Note shall inure to the benefit of and be binding on the respective heirs, executors,

administrators, successors and assigns of Payor and Payee; provided, however, that Payor shall

not be permitted to assign its obligations under this Note. Payor waives presentment for

payment, notice of non-payment, protest and notice of protest.

Notwithstanding any other provision of this Note, the parties intend that the interest

charged under this Note complies with applicable usury laws. In the event of any conflict

between the interest rate of this Note and the applicable usury laws, the maximum rate of interest

permitted by applicable law shall prevail over the rate stated in this Note.

WHEREFORE, this Note was executed as of the date first-above written.

ENCOMPASS COMMUNITY SERVICES, INC.
A California nonprofit corporation

By:
Name:
Title:

By:
Name:
Title:
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From: stephen La Bergs stabergkesbcgfobal.net
subject: cFsC subcommittee; Loan to Encompass

Cate: September 13, 2018 at 10:18 AM
To: Monica Martinez Monica Martinez SEncompassCS org, Paul 0'bnen pauisfosSiyahoc coink Ann Pomper acpomper ggmarl corn,

Joe Appenrodt joeiwappenrodtcommercial.corn, John Livingston jll47rgcomcast net, sandy Kaplan
sandyLesanlacruzpropenies cont

The CFSC subcommittee mst with the Encompass subcommittee yesterday. The two topics of discussion were: (1)the two loans from
CFSO to Encompass ot $150,000, and $850,000 to facilitate the prompt repayment of the comerica Bank line of credit; (2j the legal
and fiscal relationships our two non-profit entities.
CFSC has, through our attorney, sent to Encompass ths promissory notes and loan agreements which would allow the immediate
transfer of $850,00 to Comerica Bank. At yesterday's subcommittee meeting the Encompass attorney asked that CFSC accept
proposed Encompass promissory notes and loan agreements instead of using our proposed notes and agreements.
I emailed the proposed Encompass promissory notes and loan agreements to our attorney. She advised us to uss the CFSC
proposed notes and agreements.
Our subcommittee has taken hsr advice and will only agree to the use of the CFSC loan agreements and promissory notes.
Yesterday afternoon I left a phone message for Kim Morrison which stated ths position of the CFSC subcommittee.
Paul O'Brien is available today to sign the notes snd agreements to allow for the immediate ~elease of the $850,000 to Comsrica. The
$ 150,000 has already been released from the CFSC account and been used to repay Comerica. CFSC needs to have a signed
promissory note and loan agreement to reflect that loan.
If anyone on cur Board believes we need to have a phone vote to discuss the release of the $850,000 to Encompass pursuant to
these conditions I would suggest that we arrange that vote as soon as possible as Comerica is anxious to receive repayment as soon
as possible.
Steve



EXHIBIT HEXHIBIT H



From: Stephen La Bergs SLASEHQe AOL coM
=ublsct: CFSC Loan

Dote: September 13, 2018 at 3:51 PM
, o: Cassie Licker ca sis kr kunv comas corn

Hi Cassie,
I talked to Monica Martinez this afternoon regarding ths proposed $850,000 loan. I explained to her that Paul O'rien is ready to sign
the promissory notes and loan agreements to allow for the transfer of ths $850,000 to Comerica Bank.
Monica said that the Encompass subcommittee has responsibility for resolving the loan documents issue and suggested that I contact
you.
The CFSC subcommittee is clear that prerequfsites to the transfer of the $850,000 to Encompass are signed promissory notes and
loan agreemsnts on both the $150,000 already transferred from CFSC to Encompass as well as ths projected $850,000 loan to
Encompass.
The promissory notes and loan agreements must be the notes and agreemsnts proposed by CFSC.
The CFSC subcommittee appreciates all the time and energy spent on thrs issue by the Encompass subcommittee and hopes that we
can resolve the matter soon,
Steve
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Freer: Pearce, Colin L. r,t r'r arcs--orms. orr~o;
Subiect: CFSC-Encompass Loan Documents

Date; September 17, 2018 at 7:22 PM
To: sfaberp oot c&n

Steve,

It was nice to meet you and the other members of the CFSC Board at our meeting last
week. Thank you for taking the time to meet with me and the Encompass Board members.

As we discussed during our meeting, Encompass is in urgent need of funds held for its
benefit by CFSC, so that it can repay a loan to Comerica Bank. I understand that CFSC has
refused to provide the funds to Encompass unless Encompass signs a Loan Agreement with
CFSC.

As I stated during our meeting, CFSC's request that Encompass sign the Loan Agreement is

contrary to CFSC's duties and obligations to Encompass, and its express purpose ("to devote
efforts toward fundraising activities, supportive services and the obtaining of facilities,
vehicles and equipment for the benefit of [Encompass]"). I have advised Encompass that
they should still sign the Loan Agreement, however, with certain revisions to the
Agreement, because Encompass is in desperate need of the funds which CFSC has been
holding for the benefit of Encompass.

I have therefore attached a copy of an executed Loan Agreement between CFSC and
Encompass, along with two signed promissory notes. Encompass's execution of these
documents, however, does not and should not amend, alter or modify the rights, duties,
obligations and responsibilities of the parties, and Encompass does not waive, compromise
or relinquish any rights, interests or claims it has or may have against CFSC.

I understand that Encompass already has access to the funds held by CFSC for its benefit, so

I have recommended that Encompass immediately transfer the funds held for its benefit to
the bank, given the urgent need to repay the loan obligation. This immediate transfer of
funds is necessary because CFSC's failure to previously provide funds to the bank on behalf
of Encompass has jeopardized Encompass's ability to operate, and has put Encompass at
significant financial risk. In our meeting you also indicated that CFSC has been and is

willing to fulfill its stated purpose of supporting Encompass financially, and the immediate
release of funds to the bank is entirely consistent with those statements, and CFSC's
"specific and primary purposes," as stated in its bylaws.

I understand CFSC may still disagree with our understanding of its stated mission and

purpose and I may still respond to the memo drafted by your attorney in support of CFSC's
position, if directed to do so by Encompass. Given Encompass's immediate and urgent need
for the funds held for its benefit by CFSC„however, we could not wait for that response, nor
can we wait for further discussions or meetings between CFSC and Encompass prior to
releasing the funds to the bank.

I am still happy to meet with you, other CFSC Board members, or CFSC's attorney, to
discuss these issues. It would be helpful, however, prior to our next meeting, for CFSC to
provide us with a budget, estimate, and explanation of its "own financial obligations," as

rl w"ccrc" 11 rt o ~ 1" C 11 E rl o + '+
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currently holding for Encompass, so that Encompass can verify and determine the amount
and extent of the funds that CFSC may need to retain, instead of transferring the assets to
Encompass, to satisfy its "own financial obligations."

If you have any questions or concerns with this course of action„please let me know.

Thanks, Colin.

Colin L. Pearce
Partner

Ouane Morris LLP
Spear Tower
One Market Plaza, Suite 2200
San Franotsoo, CA 94105-1127
P:+1 415957 3015
F: +1 415 704 3098
C +1 415 5194138
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From: Michele La Bergs laberg 'ol corn
subject: Rs. cFsc-Encompass Loan Documents

nate: September 17, 2018 at 9:19 PM
To. Psarcs, Colin L. CLf'io- «lusnomoiii, &:i;
Cc: memos niarunezu& ncompnsrcs oig, PaulO'Brien iioi! ! Iris& 7 i!i i ': i', Sandy xaptan.;-, &!7 vm!co,iz! i!!iuiii: .rn,

ucpo&npe& e gmail rcm, Joe Appenrodt!oe: spi &nioi!!coom virisi r&su, John Livingston 1!in& - coins&~! n.

Cello,
I have forwarded your email and attachments to the CFSC Board. As a CFSC Board member I sm not in any otticial position to
authorize any transter of CFSC funds to Encompass to repay Comerica Bank. The CFSC Board meets at 3.00 pm tomorrow at
Encompass. Ths CFSC Board will discuss the email you sent to me on behalf of Encompass and determine a course of action.

The CFSC subcommittee has been quite clear in mandating that both ths $150,000 loan and the projected $850,000 loan to
Encompass to repay Comerica Bank be supported by the signed loan agreements and promissory notes drafted by CFSC. The
documents you propose would need to be reviewed and voted on by the entire OFsc Board.

To be clear it is my opinion that Encompass is not authorized to take funds from the CFsc account without a vote from the cFsc
Board,

Steve

On Sep 17, 2018, at 7 22 PM, Pearce, Colm L &CLPearceg&duanemorns corn& wrote.

Sti've,

It was nice to meet you and the othel'1e»113ei's ol'the C'FSC Hoard at our Ineeting last

week. Thank you for taki»ii the tmte to meet v iih ine and thc Encompass Hoard members

As wc discussed during our meetin&, inc&3»113ass Is ln Llrgbnt n&'ed of I'unds held I'or its

benefit by CI'SC, so that it can repay 0 loan to C"o»3erica Hank. I understand that C'FSC

has refused to provide the fintds lo Encompass unless Encompass sions a Loan Aiirccnteni
with CFSC.

As I stated durin our meetin, CFSC's request thai Encompass sign the Loan Agreement
is contraty to C.'FSC's duties and obliiiations to Encompass, and its express purpose ("io
devote elTorts toward fundraisin ~ activities„suppofTIvc services and the obtaining of
facilities, vehicles and equipment lor the benefit of [Encompass ['"). I have advised
Encompass thai they should still sign the Loan Agrcemcttt, hov ever, with cettain revlbiOns

to the Agi cement, because Encompass is in desperate need of the funds which C" FSC'as
been holding for the benefit ol Encompass.

I have theref'ore attaChed a copy of an executed Loan A&ireemcnt between CI=SC and

Encompass„alon&& viith tv o si&ined promissory notes. Fncompass's execution oi'hese
doculnents. however, does noi and should not arne»d, alter or modify the rights, duties,
obligations and responsibilities ol'he parties, and Fncornpass does nol wan e, compromise
or relinquish any ri&rhts, interests or claims it has or may liave a ainst Cl&SC

I understand thai Encompass already has access to thc funds held by C" FSC'or its benei'ii,

so I have recommended ihat Encompass immediately transfer thc funds held f'r its benci'I't

io the bank, iven thc urgent need to repay the loan obli ation This immediate transferoi'unds

is necessary because CI SC's I'ail urc to previously provide funds to the banl on

behall of'ncompass has jeopardized Encompass's ability to operate, and has put
Encompass at sign& I'icant I'inancial risk. In our meeting you also indicated that Cl SC'as
been and is v,ill»I to fulfill its stated purpose of suppoITin Encompass fmancially, tntd

the 1111»lecllate release of'unds to tlte barlk is entirely consistent with those statetnents 2nd
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I understand CFSC may still disagree v'ith our understandlnir of its stated mission and
purpose and I may still respond to the memo drafted by your altorncy in support of (.'FS("s
position, lf directed to do so by Encompass Given Fncompass's mimediate and urgrait
need for the ftalds held for its bcnelit by CFSC, however, we could not wait for that
response, nor can we v ait for fufther discussions or meetin&is between CFSC and
Fncompass prior to relcasincr the funds to the bank

I am still happy to meet with you, other CFSC Board members, or (.'.FSC's auomey, to
dtscuss these issues. It would be helpful, however, prior to om llcxt faceting, for CFSC to
provide us with a budget, estimate, and explanation of'ts "own financial obligations," as
referenced m thc memo from CFSC's attorney, as well as the value of all of the assets it is

currently holding& for Encompass, so that Enconlllass can verity and determine the amount
and extent of thc funds that C17SC may need to retain, instead of transfcn in&» the assets io
I=.ncompass. to satisfy its "own t'inancial obligations"

If you have any questions or concerns with this course of action. please let mc know.

"I hanks, (.'olm

Colin L. Pearce
Partner

Due ne Morris LLP
Spear Tower
One Market Plaza, Suite 2200
San Francisco, CA 94105-1127
P:+1 415 9573015
F: +1 41 5 704 3098
C: + 1 41 5 51 9 4138
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LINE OF CREDIT LOAN AGREEMENT

THIS AGREEMENT, made and entered into this by and between CFSC, Inc., hereinafter called "CFSC"

and Encompass Community Services, hereinafter called "Encompass."

WITNESSETH

WHEREAS, Encompass is in need of working capital,

WHEREAS, CFSC, in order to further its non-profit charitable purposes, has sufficient capital available to

lend and has no higher source of income on these funds;

NOW, THEREFORE, in consideration of the promises and of the mutual covenants and agreements

contained herein, the parties agree to a line of credit loan with terms as follow:

SPECIFICATIONS:

1. AMOUNT: $750,000 (Seven hundred fifty thousand) on a revolving basis

2. PURPOSE: Provide working capital

3. TERM: This Agreement shall commence upon approval, and continue through and include

the following months to October I, 2017.

4. COLLATERAL: None

5. INTEREST RATE: 2,0%

6. COMMITMENT FEE: None

7. GUARANTORS: None

8, LOAN PAYMENTS: Monthly interest payments will be required. The outstanding balance will be

due within 60 days of demand. The principal will be repaid by October I 2017,

10. REPORTING; Monthly Bottower prepared interim financial statements and annual CPA prepared

financial statements prepared on an audited basis.

11. ASSIGNMENT: Encompass shall not assign any of its obligations or duties under this Agreement,

12, NO MATERIAL ADVERSE CHANGES: A further condition to proceeding in this matter is

CFSC's continued satisfaction with Borrower's financial condition, operations and economic

environment which may be reviewed at any time.



LINE OF CREDIT LOAN AGREEMENT

Encompass Community Services:
Monica Martinez, ChiefExhcufive Officer

CFSC, Inc.:

Loan approved by the CFSC, lnc., Board of Directors on:

Loan approved by the Encompass Board of Trustees om

5/22/2017

6/5/2017

LINE OF CREDIT LOAN AGREEMENT

;/
I

,

Encompass Community Services: By: ’j/ M Way
Monica Martinez, ChiefEficufive Officer

Loan approved by the CFSC, Inc., Board of Directors on: 5/22/2017

Loan approved by the Encompass Board of Trustees 0n: 6/5/2017
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ENCOMPASS REQUEST FOR A $500,000 LINE OF CREDIT

(SEPTEMBER 3, 2015)

California Corporations Code Section 5234(a)(1) requires: The disinterested directors (directors not on
both boards) in each corporation approve the transaction. Disinterested directors would be those not
approved by Encompass.

The conditions below document the reasonableness of the transactian from the perspective of both
corporations in order to meet the requirements of Section 5234(a)(2),

For CFSC, the interest rate return is better than the rate it receives on its current cash investments.
Encomposs proposed to pay the one-month LIBOR rate in effect at the time of the transfer offunds
currently .2%. This rateis higher than the amount CFSC currently earns on liquid holdings, That omount
is .01%-.03%.

For Encompass, the interest rate and borrowing amount may be better than other lenders are
offering. Encompass hos a 5500,000 line of credit from Comerica. Comerlca is charging 2.5% plus the
one-month LIBOR rate. There is also a $1,000 annual commitment fee. Encomposs would not be

charged the 25% interest premium and would avoid the cost of an increose in the annuol commitment
fee. Comerica hos been informed of the terms of this proposed additional credit arrangement.

ADDITIONAL CONSIDERATIONS:

(1) CFSC will have sufficient cash available at all times to meet its needs even if Encompass exercises
the full line of credit.

Encompass has requested o 5500,000 line of credit. This amountis far below the total of5343,000 of
operating cash and the S717,000 of liquid replacement reserves ovailable ot June 30, 2015 (unaudited
number) and will be repayable in full upon demand within ten business doys. These figures will be

updated annually at the renewal of the line of credit agreement.

(2) CFSC has or will have no better or competing uses for the cash loaned to Encompass.

Encompass proposed to pay the one-month LIBOR ratein effect at the time of the transfer offunds
(Insert website quote location). This rateis higher than the amount CFSC currently earns on liquid

holdings: .01% for operating cash and.03% for reserves.

ADDITIONAL TERMS:

(1) CFSC shall be permitted to withdraw at any time the amount of the line of credit currently
unexercised by Encompass;

(2) CFSC shall be permitted to demand full repayment upon the occurrence of specified events that
negatively affect Encompass'bility to repay;

(3) CFSC shall be permitted to demand full repayment within 60 days of CFSC's notice demand for

repayment to Encompass;

(4) Collateral is required and the type of acceptable collateral.
This will be an unsecured, short-term, limited line of credit without a collateral requirement.

These provisions protect CFSC and further demonstrate the commercial, arms-length nature of the
transaction. It was recommended that a standard bank line of credit document be used.



CAFTEL EMAIL DATED 8/31/15

Kathryn,
I recommend that the disinterested directors (directors not on both boards) in each
corporation approve the transaction. See California Corporations Code Section 5234(a),reprinted below. As a precaution, even if the requirements of Section 5234(a)(1) are met,
also meet the requirements of Section 5234(a)(2) by documenting the reasonableness of
the transaction from the perspective of both corporations. For Encompass, the interest rate
and borrowing amount may be better than other lenders are oifering. For CFSC, the interest
rate return may be better than it receives on its current cash investments. Also, CFSC
should document that (1) it will have sufficient cash available at all times to meet its needs
even if Encompass exercises the full line of credit, and (2) it has or will have no better or
competing uses for the cash loaned to Encompass.

The terms of the line of credit should (1) permit CFSC to withdraw at any time the amount
of the line of credit currently unexercised by Encompass; (2) permit CFSC to demand full
repayment upon the occurrence of specified events that negatively affectEncompass'bilityto repay; (3) permit CFSC to demand full repayment after a specified period of time,
such as within 12 months of line of credit exercise, or within 120 days of CFSC's demand for
repayment; and (4) specify whether and when collateral is required and the type of
acceptable collateral. These provisions protect CFSC and further demonstrate the
commercial, arms-length nature of the transaction. I suggest using/modifying standard
bank line of credit documents for the same reason.

I hope this is helpful. Please let me know if you have further questions.

5234.
(a) No contract or other transaction between a corporation and any
domestic or foreign corporation, firm or association of which one or
more of its directors are directors is either void or voidable because
such director or directors are present at the meeting of the board or
a committee thereof which authorizes, approves or ratifies the
contract or transaction, if:

(1) The material facts as to the transaction and as to such director's
other directorship are fully disclosed or known to the board or
committee, and the board or committee authorizes, approves or
ratifies the contract or transaction in good faith by a vote sufficient
without counting the vote of the common director or directors; or
(2) As to contracts or transactions not approved as provided in
paragraph (1) of this subdivision, the contract or transaction is just
and reasonable as to the corporation at the time it is authorized,
approved or ratified.
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