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NMFA Charter School Financing Policies 
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Key Provisions: 
• Evidence the Charter School has been renewed at least once 
• Last 5 years of Quarterly Reports to PED 
• 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 
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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.  a business 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:  

 
i)      Money from the school’s general fund;  

 
ii) 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 Value. 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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i) 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,   

 
ii) 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;  

 
3. 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,  

 
4. Annual submission of:  

 
i) audited financial records of the charter school;  

 
ii) adequate hazard and liability insurance; naming the NMFA as an  

additional insured;  

 
iii) title or legal occupancy arrangements; and  

 
iv) evidence that the charter school meeting accountability standards.  

 
 
 
 
 
 

Adopted: February 2011  
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