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Background
In New Mexico, charter schools were created by the Legislature in 1992 through passage of the

Charter School Act.' The original legislation only allowed traditional public schools to convert
to charter schools. In 1999, in response to growing demand for more school choice, the
Legislature fundamentally changed the Charter School Act - to allow the creation of district-
authorized start-up charter schools in addition to conversion schools.? In 2006, the Legislature
again amended the Charter School Act to allow the newly created Public Education Commission
(PEC) to also authorize charter schools - independently of a local school district. Today, there
are 96 charter schools educating over 20,000 students in over 2.5 million square feet of space.3

New Mexico Charter School Facility Leases

The 1999 amendment to the Charter School Act, envisioned that the charter schools would be
in available school district facilities, as stated in Section 22-8B-4(F.):

“The school district in which a charter school is geographically located shall
provide a charter school with available facilities for the school's operations unless
the facilities are currently used for other educational purposes.”

It became clear early on however that identifying available school district space in which to
operate was challenging. Charter schools turned to look elsewhere to meet their needs and the
most readily accessible option to them was to lease private facilities; typically these are former
commercial spaces, and other privately owned buildings. Because charter schools cannot levy
taxes to raise capital for facilities, the impact of the lease cost on their operating budget was

! Section 22-8B-4 NMSA 1978.

2 During the late 1990’s, advocates of a voucher system in New Mexico lobbied for a law to create a voucher system but
the legislature favored instead the amendment of the Charter School Act to create new district chartered charter schools.
® PSFA 2013-2014 Lease Assistance Awards.
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substantial. To assist charters schools with the added cost of leasing facilities, and in the hope
of incentivizing school districts to identify or otherwise make available existing school district
space, the Legislature created the Lease Assistance program administered by the PSCOC and
funded from Supplemental Severance Tax Bonds (SSTBs). Tables 1 below shows the history of
Lease Assistance Awards that today is approximately $13 million.

Table 1. History of PSCOC Lease Assistance Awards

Total Lease Cost Lease Assistance Pct. PSCOC Pct. SEG Funds
FYO05 $4,641,777 $2,041,261 44% 56%
FYO06 $7,258,857 $3,973,258 55% 45%
FYO7 $8,881,632 S$5,046,095 57% 43%
FYO08 $9,983,332 $6,465,386 65% 35%
FYQ09 $11,450,623 $7,302,193 64% 36%
FY10 $12,395,087 $8,221,670 66% 34%
FY11 $14,873,860 $9,883,579 66% 34%
FY12 $16,269,745 $10,780,043 66% 34%
FY13 $19,578,331 $13,063,000 67% 33%
FY14 $19,344,549 $12,963,756 67% 33%
Rate Max Award Awards Number of Awards
FYO5 |$300/MEM S4 million $2,041,261|40 total awards/34 charter
FYO6 |$477/MEM S4 million $3,973,258|51 total awards/46 charter
FYO7 |S$600/MEM S7.5million $5,046,095(63 total awards/56 charter
FYO8 |$700/MEM $7.5 million $6,375,293|68 total awards/61 charter
FY09 |$719.60/MEM [S7.5 million $7,302,193|75 total awards/64 charter
FY10 |$724.71/MEM [S No Limit $8,221,670| 77 total awards/69 charter
FY11 |$721.81/MEM [S No Limit $9,883,579|86 total awards/80 charter
FY12 |$733.35/MEM [S No Limit $10,780,043|90 total awards/83 charter
FY13 |$733.35/MEM [S No Limit $13,063,000(98 total awards/92 charter
FY14 |$739.95/MEM [S No Limit $12,963,756|97 total awards/91 charter

Source: PSFA FY05-FY14 Lease Assistance Awards.

Charter School Facility (Lease) Costs — A Good Value Compared to Other Leases?

At first glance, Table 1 suggests that charter schools lease costs have grown with the increase in
funding availability. Was this caused by lessors becoming aware of the increased funding being
made available or is it because the number of charter schools increased? In order to analyze if
Charter School leases are getting a good value, a comparison must be made between charter
school average lease costs per square foot and lease costs per square foot in the broader
commercial real estate market. Average lease cost per square foot is the basis for comparison
with Asking Rent for Office Property for Albuquerque compared to charter school lease costs
from recipients of PSCOC Lease Assistance Awards.
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Chart 1. Charter School Lease Costs per Square Foot

Charter School Lease Costs per square foot
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Source: PSFA FY05-FY14 Lease Assistance Awards.

Chart 2. Asking Rent Office Lease Albuquerque per Square Foot
Asking Rent Office for Lease Albuquerque, NM (S/SF/Year)
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The majority of charter school leases are multi-year and some do have small, incremental cost
escalation mechanisms in the agreements. In the case of new created charter schools with new
leases eligible for lease assistance over the observed period form FY08- FY13, they may be
suspect in causing the average lease cost over this period to go up. Said a different way, the
average lease costs per square foot moved opposite the market during the period FYO8-FY13
which is not what we would expect. It is notable that compared to the FY14 Asking Rent for
Office Property for Albuquerque in the $15/ft> range, the FY14 average of lease costs of
$10.47/ft* for charter schools appears favorable when all leases are taken in the aggregate.
Still, if existing under- or un-utilized public space can be acquired and meet the needs of an
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existing or new charter school, it would be a better value for taxpayers than leasing the
additional privately owned space.

Charter School Lease Costs Compared to Traditional Schools

Some have wondered if charter schools leases are a greater cost burden on a school compared
to owning a building; that they operate at a higher cost than a traditional public school on a per
square foot or per student basis. In order to evaluate this hypothesis, a baseline for
comparison needs to be established: facility cost per square foot per year, and facility cost per
student per year. Because school districts own their facilities and because some charter schools
are in public facilities, comparing the lease versus owning costs requires us to annualize the
cost of owning a facility and leased facility costs in non-publicly owned facilities. For the
purposes of this analysis, “non-publicly owned facilities” includes both leases from private
owners and leases from non-profit charter school foundations established for that purpose.

Owning and maintaining a facility has myriad costs and change quite often. PSFA has recently
seen the average cost today for a new school facility construction at approximately $280/ft’. If
you assume a facility’s expected life is 40 years, the annual depreciation cost of the facility is
$280/ft* / 40 years, or $7/ft%. Industry studies have shown the cost to properly maintain a
school facility is approximately $6/ft>. Therefore the annual cost to build and maintain a school
facility is approximately $13/ft* per year over the life of a facility ($7/ft* + $6/ft?).

Charter School Leased space/student Compared to Traditional Schools

Comparing space between traditional schools and charter schools is difficult at best as many
charter schools have non-traditional programs, delivery methods, as well as particular space
needs and facility space requirements that are waived by based upon the PED approved
programs for a particular charter school. The cliché that, “charter schools are different” —is
true when it concerns their facilities. Each charter school facility is evaluated by the PSFA
Planning Department for suitability and that facility conditions meet (at a minimum) the
average statewide facility condition of public schools. Charter schools can each have its own
unique facility requirements and have waived certain other requirements of “traditional
schools”. These variances are considered carefully by PSFA staff upon evaluating the school’s
curriculum as well as use of shared public spaces for program delivery (sharing a community
center for example).
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Table 2 below shows the average square feet / student in charter schools compared to a few
select districts, the Adequacy Planning Guide (APG) Gross Square Feet (GSF) for elementary,
middle and high schools, and actual average GSF per student for elementary, middle and high
schools.

Table 2. Charter School and Selected School Districts square feet per student

Average

Charter Schools Statewide (FY14) 116
Artesia Public Schools 198
Bernalillo Public Schools 222
Chama Valley Independent Schools 461
Deming Public Schools 152
Eunice Public Schools 498
Grants-Cibola County Schools 237
Hobbs Municipal Schools 128
Las Cruces Public Schools 141
Las Vegas City Public Schools 292
Los Lunas Public Schools 176
Average: 238

APG” GSF per student (Elementary) 133

APG GSF per student (Middle) 144

APG GSF per student (High) 168

Actual Average GSF per student (Elementary) 143

Actual Average GSF per student (Middle) 186

Actual Average GSF per student (High) 224

Source: PSFA FY05-FY14 Lease Assistance Awards, PSFA Facility Assessment Database October, 2013.

No conclusions should be drawn from the comparison in the table above. The intent is to show
how school districts use of space can be more efficient in larger districts (Las Cruces), and less
efficient in smaller school districts — even at full capacity utilization. This is because Gross
Square Foot (GSF) needs on a per student basis are greater for smaller schools in small (rural)
school districts. In rural schools, core non-classroom spaces (food service, administration,
libraries, multipurpose rooms and tare) are still required and can have the same/similar sizes as
schools with larger student populations. Small schools are therefore necessarily less space
efficient. Charter schools have many spaces waived that would otherwise be required so
general comparisons with traditional schools is difficult.

* Adequacy Planning Guide (APG) is a design document for design professionals to meet statewide adequacy standards.



