MINUTES
Regular Meeting

San Luis Facility Development Corporation

San Luis Council Chambers
1090 E. Union Street
San Luis, AZ 85349

June 23, 2026
5:30 p.m.

1. CALL TO ORDER/ROLL CALL

President Jenny Torres called the meeting to order at approximately 5:38 p.m.

PRESENT:

ABSENT:

OTHERS PRESENT:

2. CONSENT AGENDA

2. A. MINUTES OF

President Jenny Torres
Director Marco Pinzon (via Teams)
Director Eulogio Vera

Vice President Alex J. Harper
Director Maria Gonzalez

Sonia Cornelio, City Clerk
Joseph D. Estes, General Counsel
Albert Moreno, IT Technician
Vanessa lturbide, Graphics and Media Specialist
Bill Sims, Outside Counsel — (via Teams)
Tim Kurpiewski, Chief Financial Officer
for LaSalle Corrections — (via Teams)

- Special meeting held on October 29, 2025
- Regular meeting held on January 28, 2026

MOTION: Director Eulogio Vera/Director Marco A. Pinzon to approve the Consent
Agenda. The motion passed unanimously.

The vote was as follows:

President Jenny Torres
Director Marco Pinzon
Director Eulogio Vera

Aye
Aye
Aye
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President Jenny Torres moved item 3. B. to be the first item to be discussed on the
agenda. There was no opposition from the Directors.

Mr. Bill Sims, Outside Counsel, stated that it was not necessary to enter Executive
Session immediately because he wanted Mr. Tim Kurpiewski, Chief Financial Officer

for LaSalle Corrections, to be present for the discussion. He noted that Board President
Jenny Torres, the Trustees, and LaSalle had worked diligently to identify a solution and
had reached a proposal. He requested to brief the Board on this matter prior to entering
Executive Session to discuss the potential appointment of a receiver and the need for
an amended forbearance agreement.

It was explained that in April, LaSalle submitted a letter stating that they could no longer
absorb operational losses and that a long-term solution was needed. The Trustees
acknowledged this and agreed that keeping the facility open was the best option to
ensure that bondholders could recover a portion of the proceeds to which they are
entitled. Board President Jenny Torres was recognized for providing significant
guidance throughout the process.

The proposed agreement includes several financial concessions to LaSalle, including
priority payment ahead of bond obligations, an increase in net sale proceeds to LaSalle
from $750,000.00 to $1.5 million, and a mechanism allowing LaSalle to receive
accounts receivable as a priority over bondholders. These measures reflect the
Trustees’ recognition of the importance of maintaining operations and responding to
LaSalle’s stated financial concerns.

Mr. Sims noted that implementing this agreement would require amendments to the
current forbearance agreement, specifically because the existing agreement prohibits
the appointment of a receiver. A previous attempt to authorize such action was brought
to the voters but did not pass. He emphasized that the proposed agreement represents
a collaborative effort among the Board President, the Trustees, and LaSalle to address
LaSalle's financial needs while maintaining impartiality and fulfilling fiduciary duties to
bondholders. He noted the Board’s appreciation for LaSalle’s continued participation.

Mr. Tim Kurpiewski, Chief Financial Officer (CFO) for LaSalle Corrections, said he has
been involved with the project since 2017, when the operator took over from the
previous management company, and he is now in his 9™ year working with the facility.
As the CFO, he is familiar with the project's operations and financial structure. He
explained that the operator experienced significant financial losses last year. When the
five-year renewal option approached, the operator informed the Trustees that it could
not renew the management agreement, as the operation was already approximately $4
million in deficit. He stated that while the operator values its work, it cannot continue
operating at a loss. The Trustee and U.S. Bank then approached the operator to
negotiate possible improvements to the financial structure.
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He added that a forbearance period was established that would temporarily reduce the
debt payment for 24 months while efforts were made to improve the economics,
including increasing population and adjusting the PDM. Although some improvement
was made, they noted that once the full debt service resumed, including an escalated
increase, the project would not be able to cash flow. The operator communicated this to
the Trustee, the Board President and staff.

Mr. Kurpiewski reiterated that under the current debt structure, the project cannot
sustain operations. The operator notified all parties that it would need to discontinue
operations unless it established a workable financial plan. He emphasized that if the
operator was to leave, the facility would likely close, making a sale far more difficult and
risking the loss of employees. He noted that after the initial intent for the voters to
authorize the sale, it did not pass, the Trustee developed a new approach involving the
appointment of a receiver to market and sell the facility. The Trustee asked the
operator to remain during this period, and the operator agreed, provided its direct
expenses were covered and it received a 6% management fee while assisting with
continued operations. He stated that population levels have recently increased from
380 to 600 inmates, which makes it feasible to cover direct operating expenses. The
operator expressed willingness to continue managing the facility through the sale
process, assist with transition to any new owner, and potentially submit its own bid,
although any bid would reflect a significantly discontinued value due to the existing debt
of approximately $26 million. He noted that if the sale exceeds the outstanding debt,
the city may be entitled to any remaining net proceeds. He summarized that the
proposed amendment to the forbearance agreement would allow operations to
continue, cover direct expenses, and establish a timeline through January 31, 2027, to
complete the sale. The operator would remain flexible if a sale is imminent near that
date to help ensure a smooth transition and maintain staff stability.

There were no questions from the Board Members.
3. DISCUSSION AND POSSIBLE ACTION ITEMS:

3. B. EXECUTIVE SESSION: Discussion and possible action to hold an executive
session pursuant to A.R.S. § 38-431.03(A) (3), (4) and (7) on any and all matters
regarding Resolution 2026-02. A proposed First Amendment to Forbearance
Agreement for consent to appointment of Receiver and sale of the San Luis
Detention Center for discussion or consultation for legal advice with the San Luis
Facility Development Corporation's legal counsel in order to consider the
Corporation's position and instruct its legal counsel. (Joseph Estes, General
Counsel and Bill Sims, Outside Counsel)

MOTION: President Jenny Torres/Director Eulogio Vera to go into Executive Session at
approximately 5:56 p.m. Motion passed unanimously.
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The vote was as follows:

President Jenny Torres  Aye
Director Marco Pinzon Aye
Director Eulogio Vera Aye

4. MOTION TO GO BACK TO REGULAR SESSION

MOTION: President Jenny Torres/Director Eulogio Vera to go back to Regular Session
at approximately 6:30 p.m. Motion passed unanimously.

The vote was as follows:

President Jenny Torres  Aye
Director Marco Pinzon Aye
Director Eulogio Vera Aye

5. DISCUSSION AND POSSIBLE ACTION ITEMS:

Discussion and possible action on any and all matters regarding Resolution No.
2026-02. A Resolution of the San Luis Facility Development Corporation Board of
Directors in support of the San Luis Regional Detention and Support Center,
approving the First Amendment to the Amended and Restated Agreement with
U.S. Bank Trust Company and LaSalle Corrections to extend the forbearance of
the bonds until April 30, 2027; repealing conflicting provisions; and providing for
severability. (Joseph Estes, General Counsel)

MOTION: Board Member Eulogio Vera/Board Member Marco Pinzon to approve
Resolution No. 2026-02 approving the First Amendment to the Amended and Restated
Agreement regarding temporary forbearance, operation of project and project revenues.
The motion passed unanimously.

The vote was as follows:

President Jenny Torres Aye
Board Member Eulogio Vera Aye
Board Member Marco Pinzon Aye

3. A. Discussion and possible action on any and all matters regarding the
approval of Resolution No. 2026-01. A Resolution of the San Luis Facility
Development Corporation Board of Directors authorizing and approving the
conveyance of a permanent easement to the City of San Luis. (Joseph Estes
General Counsel)
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Mr. Joseph Estes, General Counsel, informed that this resolution is to authorize a
roadway and a utility easement necessary for the expansion.

Director Eulogio Vera, explained that the city currently lacks a looped water system at
the intersection of Avenue D and County 2372 or San Luis Lane. To improve
connectivity and redundancy, the city intends to construct a new water line connecting
San Luis Lane, just west of the detention facility, continuing across the north property
line, and then south along the east side of the detention facility. He added that because
the city does not own the land needed for this connection, an easement is required. The
new water line will enhance system redundancy and improve service reliability for the
community.

MOTION: President Jenny Torres/Director Eulogio Vera to approve Resolution No.
2026-01. Motion passed unanimously.

The vote was as follows:

President Jenny Torres Aye
Board Member Eulogio Vera Aye
Board Member Marco Pinzon Aye

6. ADJOURNMENT

President Jenny Torres adjourned the meeting at 6:34 p.m.
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APPROVED:

Jenny Torres, President
ATTEST:

Sonia Cornelio, Clerk of the Board

CERTIFICATION

| hereby certify that the foregoing Minutes are a true and correct copy of the Minutes of
the Regular Meeting of the Board of Directors of the San Luis Facility Development
Corporation held on June 23, 2026. | further certify that the meeting was duly called,
convened, and held in accordance with applicable requirements, and that a quorum was
present.

Sonia Cornelio, Clerk of the Board



