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PPRF Charter School Lease Purchase Portfolio Expected Value of Gain or (Loss)

Assumptions:

$40,000,000 = Charter School Lease Purchase Loan Portfolio Size -- 20 Year Loans
Odds:
$30,000,000 = 75% = Charter School meets PPRF obligations
$10,000,000 = 25% = NMFA required to convert Charter School collateral to take out loan
- $ 3,165,000 30% = Collateral Sale Exceeds Amounts Owed
= + $ 330,000 10% = Collateral Sale Exceeds Amounts Owed by 10%
= + $ 2,835,000 90% = Collateral Sale Exceeds Amounts Owed by 5%
- $ 4,445,000 70% = Collateral Sale Falls Short of Amounts Owed

$ 1,260,000 20%
$ 1,120,000 20%
$ 735,000 15%
$ 630,000 15%
$ 350,000 10%
$ 350,000 20%

Collateral Sale Falls Short of Amounts Owed by  10%
Collateral Sale Falls Short of Amounts Owed by  20%
Collateral Sale Falls Short of Amounts Owed by  30%
Collateral Sale Falls Short of Amounts Owed by  40%
Collateral Sale Falls Short of Amounts Owed by  50%
Collateral Sale Falls Short of Amounts Owed by  75%

I
+ + + + + +

= | $(2,390,000) | = NMFA Expected Value of Loss from Charter School Lease Purchase Lending
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PPRF Charter School Lease Purchase Portfolio Expected Value of Gain or (Loss)

Assumptions:

$40,000,000 = Charter School Lease Purchase Loan Portfolio Size -- 20 Year Loans
Odds:
$36,000,000 = 90% = Charter School meets PPRF obligations
S 4,000,000 = 10% = NMFA required to convert Charter School collateral to take out loan
- $ 1,266,000 30% = Collateral Sale Exceeds Amounts Owed
= $ 132,000 10% = Collateral Sale Exceeds Amounts Owed by 10%
= $ 1,134,000 90% = Collateral Sale Exceeds Amounts Owed by 5%
- $ 1,778,000 70% = Collateral Sale Falls Short of Amounts Owed
= + $ 504,000 20% = Collateral Sale Falls Short of Amounts Owed by 10%
= + $ 448,000 20% = Collateral Sale Falls Short of Amounts Owed by 20%
= + $ 294,000 15% = Collateral Sale Falls Short of Amounts Owed by 30%
= + $ 252,000 15% = Collateral Sale Falls Short of Amounts Owed by 40%
= + $ 140,000 10% = Collateral Sale Falls Short of Amounts Owed by 50%
= + $ 140,000 20% = Collateral Sale Falls Short of Amounts Owed by 75%

= | $ (956,000) | = NMFA Expected Value of Loss from Charter School Lease Purchase Lending
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PPRF Charter School Lease Purchase Portfolio Expected Value of Gain or (Loss)

Assumptions:

$40,000,000 = Charter School Lease Purchase Loan Portfolio Size -- 20 Year Loans
Odds:
$36,000,000 = 90% = Charter School meets PPRF obligations
S 4,000,000 = 10% = NMFA required to convert Charter School collateral to take out loan
- $ 2,110,000 50% = Collateral Sale Exceeds Amounts Owed
= $ 220,000 10% = Collateral Sale Exceeds Amounts Owed by 10%
= $ 1,890,000 90% = Collateral Sale Exceeds Amounts Owed by 5%
- $ 1,270,000 50% = Collateral Sale Falls Short of Amounts Owed
= + $ 360,000 20% = Collateral Sale Falls Short of Amounts Owed by 10%
= + $ 320,000 20% = Collateral Sale Falls Short of Amounts Owed by 20%
= + $ 210,000 15% = Collateral Sale Falls Short of Amounts Owed by 30%
= + $ 180,000 15% = Collateral Sale Falls Short of Amounts Owed by 40%
= + $ 100,000 10% = Collateral Sale Falls Short of Amounts Owed by 50%
= + $ 100,000 20% = Collateral Sale Falls Short of Amounts Owed by 75%

= | $ (620,000) | = NMFA Expected Value of Loss from Charter School Lease Purchase Lending
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NMFA Charter School Financing Policies

Key Provisions:

* Evidence the Charter School has been renewed at least once
* Last 5 years of Quarterly Reports to PED

e Evidence of public review of the budget incl/ lease payments
*  Minimum debt service coverage of 1.1X

 75% loan-to-value collateral ratio acting under Board
 80% loan-to-value collateral ratio acting under District
 Lease payment security deposit = one year lease payments
* Evidence of repairs and maintenance

* Repair & Replacement Fund (unspecified terms)
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How to impact Odds of Loss

Tighten Quantitative Policies. For example:

* Minimum lease revenue debt service coverage 1.1X
* Plus: Net System Revenue coverage of 1.3X

* 70% loan-to-value collateral ratio acting under Board
* 75% loan-to-value collateral ratio acting under District

* Repair & Replacement Fund = 1 Year lease payments




6-Y

—
-

(v
©

<l 14

STVLOL

SLiy @U} L0 [00UDS pajelBajul soe |

ALSpEIY S0B

SOVl

[ooyas YbIH pjodosT oply

ALID HIATIS

Sy AU} J6} |COYDS COIXBIN MBN

(3UL) Weiold SHILSYIN

34 YINVS

(sul) Awspeoy MY

OHONVY Ol

10049g JaUEYD AD([BA JONM pay

Y.1S3N0

AWIapEDY SWeald 10 [0S

SYNAT S0

Awspeay JojAe] [neg T

looyas yBIH Jauey) syy,g ewEy

S30NHD SV

Awapeay abejiA

OT1ITVNYIH

SHUSPY BUSL,

Jajuen BUILEs | ARpUoDss 1SamyInog

U Buiwea Alewud 1SemMyInes

J91URY) BUILLIEST ajelpauLalu] JSemyInog

|0ayag Alojeledald A9|EA YInos

syoung rydigy

sl PPl Pedxlx] el I e
>

Auwsapesy As|[eA YHON

SHY SU} 10} J00UIS OMXBY MBN

|00UDS [BUONELISIL| 01X MBN

(oul) |00YDg BOUBWY MAN

AIRJUSLIS|T LOSSSJUOI

XXX
<
¢

[00UDS JeLeYs) SAJEI00E|10D SLY BIPSyy

(34]) Jooyog JapEyD Aunuiwe) Bulles

Awapesy diysispes| BuR|0SSY B

sejue) Buuies Aueg esewiold B

(2U1) 105 |9p 25914 18 [00USS |BUONB US|

189/ ALBpeDY UOZUCH

(pup) Awspesy 1vIYD

(Z# 1430 Auswuey) Jgpeus eusg ] YeqD

[ooudg YhiK UBnoy e

L Sinisy| Alojeledald uoleanpg aaealn

|ooyag Auojeredaid [BIISSEID POOMUOROTD)

100UDS [EUONELIBIL| Senby uai))

PPt Pxd X

[00U2S AJURWIWIOTD ZAABYS) JBSa7)

[ooyog ybiy Japeys jysig Auy

(Y1) Awspeoy abenbue ubig enblanbngyy

Q0US[|93xXd Jo |ooyog enbianbngyy

WNM 18 (SINIY) 90usRg B sonewalie 1o 1su enbianbngy

jooysg ybiH diysiapea 50V

PP PP PR PP PP PP PP PP PR PP PP PO B I P P e e

PP PP PO PP

ABojouyos ] pue sapel] 10 AlLapeoy|

ANDHINODAETY

ZLoz-110Z

LLO

Z2-010¢2 0102-600c 600Z2-8002

SHIALHVHD JLVLS

1o1dLisId

31V1S JHL NI ST00HIS 3180ddNS 31VLS JO ¥IGNNN




Aurapeoy abena

OTIYNEEg

<

Japey ALlepEDY DIBSON

2317y

RIUNWWIGD pIing [INoA

¢

<

|0CUIE BB AIMUS D) 1511 J-A1Usm |

Jajuasy Bululee AlBpUasas 1samUnes

JZuen Bulliea AW JSamUInos

Auspeoy Asjep Linog

ussl vis

X[ [x

jooyns JaleyD Apauuay "4 Jaqoy

Alapesy syaung ' ydred

KPP PP O

|| s e

suy Bunusouay Joj Awspeow ongnd

[00UIS SIPRIN SIUON [9p 0ased

>

Eat B Bt B P P

SRR

bl I bl T D B o I 4 D

X

[00UDS JBUEY D S3I0JBA SO4SENN

RXIXE P XXX

X|xp=Ixy xxp<] XX

IR P O[X] O [XPx

RUSpEY As|[EA UNON

Aunwwon do-o0 snbisnbngly UoN

Fuspesy AUnWWoD UBoUsWY BAREN

Apunuwiwe) AueBoye ueiunow

2pUBID) Oy SU} 40 LOSSjUoN

Aijuauels Lesssiuop

Bl I bl o bt

=] Pxxx

100UDg By SSIUang $077

x|

XX

3 [>

(8,1} 150458 BB AlUnLWed Builes”]

b ] el

Awspeoy diyslepes] BUBCSIY B

BujusiesT Alles esallcld e

SO |20 2 2]

X

NP e P PP pPeppx) e

XPCPP PP PP p) PP PRPRPSPRPPPpp =)<

ezuRiadsg op BlWapEDY B

JSaAA AWBPEDY UOZUOH

NP> PP PP px

PP PP PP PP PP I PP PP

=<

XXX

yynog AWapeny LOZUOH

Bt Eot E g b 2o B g E g g b

Ubil Alojeiedeld Awspesy UozuoH

jooLyos Jaueys jjsulag Uopion

x]x

(Yihog UCZUoH Alalio) [eay cuied 13|

>

Jooyog YBIH uIBunop 1585

XX

{SH "o, Jaueyn Apsuwlioy) Awepeoy ABojouysal pue suy [epfig

Z# aimisy; Aojeledald Uogeonps sajeald)

XX

XX

L& SINISUf Alojeredald LUoYeonps sAeal)

00UDG [BUOjELISIU] SBjRI0D

kg b

==

XX

=

3¢ P e b [ [ e P

XX

{jooyos oD Aoy Awapesy abeiusH usoung sugsUUyD

{JeUCREDOA JSPRUT UM paLIqUCD) JBjUs]) Uoa] -0 JSHBUD

|0oyag YBIH [BUOREDOA JALBUD

XXt =P o] X

X[ <

XX [x

jooUDS AILNLULIGY Z8ABL D) Jesas

Allapeay [20lUYsa | HiUSpEDY Jaaler)

Allapedy Ae)|iN ueeleg

)oY

"5°H JsuEyn [usig Ay

(do-oD gl YUoN AsULO)) [00USE AUNWILOS Buly Soiy

XX XX

X<l XX

{1} |ooyog Jepeyn Aepucosg jusludopaad] Jusle ] qiy

2ed Ead [ Ead Ead B o

X

X

NN 32 {SINIY) 85USI0g 2 SORBLLIBUIEIA 16} Ul dY

{'uvat » pling WIncA Aualuloy) ABojouyoa] % sepel] 10 AWSpEDY

X

) Pepx] XX

X

<P Pepxx

>

<] XXX

X

X

X

X

einynn A enfusT op 2IlUspeOY

ANDYZNDNGTY

X

X

X

X

[cOURS BIPPIN SULLIS 0B

QQHOO0WYTVY

Zvoz

“Li0E

oz

-0L0Z

Vioz

-0L0Z

aloz
-6002

5002

-8002

800¢
~L002

002
-900%

900g
-5002

5002
~P00C

rooz
~£002

£002Z
~200e

cooe
Al

SHALAVHO

10M4181a

31Y1S dHL NI STIOQHIS U3 LdVHO 0 ¥IGiNNN



[id (3 Fia [ £9 ¥2 19 z5 ¥ vE 22 0Z STYLOL
X X X X X X X X X 100USg SBUES ofd|  SVEEA $Y1 1SIM
X X X X X X [o0yag YBIH spuelS EIsiA
X X X X X X X X X X X X jooyog Jeuey) |edoluniy Soe L
X X X X X X X X X X X X 100UOS JSLBUD [SUBUY SOVL
X X X X X X X X X X X X [00UDg Jepeu Asjles POCMUCHOD OXHOD08
X X X X X 1eoyog yBiH pjedos oply ALID HAANS
X X X X X X X X X X X X Aeaa|g |I2)l asienbin)
X X X X € |ooyog JepeyD AlJaWio)) |00UoS JSUBUD BPEIUEOUD BUISIL
X X X X X X X X X X X X |00UDS JEUBYD |Og |SP SHUCY
X X X LE [00UDS JaleyD
X X X X X X X X X X X X SISSE|D R Y9, 10] Awapeoy| 34 VLINYS
X X X X X X X X X X X X [90UDS B|PPIA Z2usyng Asupig TIEMSOY
X X X X X X X X X X X X [00y2g Agununuog sBUIA PUR SJ00x
X X X X X X X X X X 100408 JIUBYD ASEA JBAY pay Y1S3ANG
X X X X X X jooyag YBIH Japeys Awspesy abplig ALID SYDIA SY]
X X X X X X jooyog Japeyn SeUBJUON SE
X X X X X X X X X Bpahy saiolog BIWapEsY B
X X X X X jooyag ybiH Jauey) aliy g Buwily SEONNO SV
X X X X X X X X X X 190Y9g YbIH JaUByD BMmorR|Ep
X X X X X X X X X X X X locyas feleyD apisisay ofieig ueg AITIVA ZINEC
X X X X X X X leoyog Japeys abejuay Basy Yiupul|  NIYLINNOW ZIWE!
X X X X X X X X X X X leoyas yhitH efienon 2AppIN dNTI9D
X X X X JayEyD Auoyuy NIOSAYD
X X X X X Aspeoy AlRjlIA BlouEdsy
X X X X X X X (souIN 507 8 SoulED AUBLLICY |00UDS JSUBYD SOULED YIONYdS3
X X X X X X X leoyog YbtH Japeys zeaeys) iesay Buuag DNINIQ
X X X X X X 1ooUog JapRYD) PEISILIY| NOLAYID
X X X X X X X X X X X [ocyag YBiH AsifeA ousIo|y NOXHYAID
X P ox X X X X X I X X X 10X AUBPEDY LOSSSIUOY LIoSIagar avesTyvo
10z Loz LLOZ 0302 6002 800Z 2002 9002 GO0C P0OZ £00Z ZOOZ SHALUVHO LORLSI
4102  -0102  -0l0Z  -600Z -RO0Z -A00Z -9002 -S00Z  -¢002  ~-£00Z -Z0OZ -lL00Z

31v1S JAHL NI STOOHOS Y3LHVYHD 40 YIdINNN




SECTION 8. CHARTER SCHOOL FINANCING POLICIES

Section 8.1 Overview:

The Charter School Financing Policies provide guidance to NMFA staff and its Applicants
regarding the use of the PPRF to provide lease financing for charter school facility acquisitions
in a manner that is responsive to the needs of the charter schools while protecting the long-term
financial health and capacity of the PPRF.

Section 8.2 General Considerations:

Charter school financings and other land secured transactions introduce an element of risk that
the PPRF is unaccustomed to taking and the NMFA will limit this exposure to transactions that
demonstrate a strong managerial and board staffing, to strong collateral coverage and to entities
with a demonstrated track record to deliver quality education

A. Application Requirements

Applications for lease-purchase financing assistance may be filed by the School District
acting as the chartering authority on behalf of a charter school or by the charter school
itself, acting under the authority of the charter school’s board of directors. In addition to
the application materials required by Section 1.2 of these Loan Management Policies, the
NMFA requires the following materials prior to approving a PPRF loan for a Charter School
facility acquisition:

1. evidence that the Public Education Department has approved the terms of the proposed
lease-purchase arrangement and that the charter school is approved for funding
through the Program;

2. evidence that the charter has been renewed at least once pursuant to § 22-8B-12
NMSA 1978

3. ahbusiness plan that includes the mission and history of the school, resumes of
leadership, cash flow projections and evidence of outside support;

4. audits of the charter school and chartering authority for which the charter school is a
component unit, the latest of which must be current for the fiscal year ended not less
than twenty-four (24) months prior to submission;

5. last five (5) years of quarterly reports to PED; and,

6. evidence of annual lease payments budgeted in chartering authority, including
evidence of public review of the budget;
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B. Lease Purchase Underwriting

The NMFA will analyze each application to determine whether there is adequate
collateral value in the proposed project to undertake the financing and to ensure there is
sufficient cash flow coverage arising from the operations of the school or available from
the state-supported rent assistance to repay the loan. If either the collateral value or
repayment sources are insufficient, the NMFA will not provide PPRF lease purchase
assistance for the project.

1. Administrative Capacity. The Authority will evaluate the Applicant's
administrative capacity to carry out and operate the Public Project and to meet
its payment obligations on the requested Financial Assistance.

2. Financial Position and Loan Repayment. The NMFA will evaluate each
Applicant's financial position to assess the Applicant's ability to meet its
payment obligations over a term not to exceed thirty (30) years on the
requested lease-purchase financing assistance with a minimum coverage debt
service coverage of 1.1x from one or more of the following revenues:

)] Money from the school’s general fund;
i) investment income actually received from investments;

iii) loans, grants or lease payments received from the public school capital
outlay council pursuant to the Public School Capital Outlay Act;

iv) fees and assessments received by the school district;

V) proceeds from the sale of real property and rental income received
from the rental or leasing of school property;

vi) amounts irrevocably pledged by private parties for this purpose; and
vii)  any other legally available funds.

3. Collateral VValue. The NMFA may approve lease-purchase assistance upon
determination that repayment is adequately secured by a first mortgage on the
proposed facility and that it has adequate market value to protect the PPRF
against declines in property valuations, including evidence that the property is
zoned for appropriate adaptive reuse, including commercial use, as
determined by the NMFA.

Using a recent appraisal, acceptable to the NMFA, the minimum loan-to-value
collateral coverage will be as follows:
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A 75% loan-to-value collateral ratio for the facility if the Applicant is
the charter school itself acting with the authority of its board of
directors; or,

80% loan-to-value collateral ratio for the facility if the Applicant is the
chartering school district acting on behalf of the charter school and
which school district agrees that, should the charter school’s charter be
revoked or not renewed, that the school district would make a good
faith effort to identify another qualified charter school to lease the
facility or, if qualified, assume the lease-purchase financing itself.

C. Lease Purchase Provisions

To protect the PPRF from declining collateral value, the NMFA will require its
charter schools borrowers to agree to certain provisions as a condition of closing. As
such, the lease purchase agreements shall include the following:

1. Lease payment security deposit, similar to a debt service reserve fund, equal
to one year of lease payments which may be funded from the lease financing;

2. Notification provisions which require the charter school notify the NMFA
immediately of any adverse action taken by the public education department
or chartering authority;

4.

Evidence of Repairs and Maintenance. In addition to contributing to the
Repair and Replacement Fund, the NMFA will require ordinary maintenance
of the facility be performed and that annual reports of such maintenance be
supplied to the NMFA; and,

Annual submission of:

audited financial records of the charter school;

adequate hazard and liability insurance; naming the NMFA as an
additional insured;

title or legal occupancy arrangements; and

evidence that the charter school meeting accountability standards.

Adopted: February 2011
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