
We are pleased to share our summer issue of Blackboard, BB&T’s quarterly publication that offers 

insights and highlights key trends affecting the charter school sector. This issue features articles from 

esteemed industry professionals regarding the systemic challenges of facility functionality over time, 

the need for improved efficiency in the development of school buildings, and our ongoing series on 

the importance and use of market and financial feasibility studies. Additionally, the Summer 2016 

publication continues our legislative updates, our regular “Dear Maggie” column featuring responses 

to questions from charter school sector professionals (we 

encourage you to send in questions to be answered in the 

next issue), and summaries from our recently completed 

charter school financings. We have also included an article 

on the relative importance of building and maintaining 

liquidity for charter schools. As always, we hope you find 

this material constructive, and we encourage you to call our 

team to consider how our industry expertise and ingenuity 

can help you accomplish growth and success.

Sincerely, 

Richard Harmon

Dear FrienDs & Colleagues,

Charter School Finance Newsletter: Keeping Our Clients Ahead of the Curve – Summer 2016

Richard Harmon 
Managing Director and  
Education Group Head

Rich Harmon is based in Columbus, 
Ohio, and manages BB&T’s nationally 
recognized education finance team.  
He has more than 32 years of dedicated 
experience working with nonprofit 
charter and private schools, higher 
education, senior living and hospital 
organizations. 
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During the last 25 years, the educational 
landscape in America has been evolving 
dramatically. With the availability of the 
laptop, tablets, internet and cell phones, 
the historic methods we have used to 
teach reading, writing and arithmetic 
for the last century have been forever 
altered. Programmers are now creating 
educational applications and supportive 
technologies that can provide virtual 
classrooms and learning experiences 
for students 24/7. In addition, teaching 
methods and strategies have undergone 
many changes. Yet, in 2015, the U.S. 
ranked 14th in the world educationally.

Things are also different organizationally. 
The educational framework has taken on 
a new look since Minnesota passed the 
first charter school law in 1991. Charter 
schools currently educate approximately 
6% of the students in the U.S. Recent 
surveys have shown that parents continue 
to seek opportunities that provide their 
children with more choices for educational 
success. There continue to be long waiting 
lists in many areas of the country, inspiring 
educators to provide more and more 
public choice options for students.

 
 

In 1992, 53 students walked into City 
Academy in St. Paul, Minn., to start the 
first charter school in the U.S. The charter 
school movement now educates more 
than 3 million U.S. students in almost 
7,000 charter schools in 43 states and the 
District of Columbia. This trend has been 
growing at a 7% annualized rate for the 
last several years.  

Charter schools have developed into 
a viable, established market segment, 
which is spearheading growth in other 
economic and political areas. As the 
charter movement continues to expand, 
the financial services industry has 

recognized the benefits 
of investing in charter 
school facilities. 
These facilities offer a 
relatively stable place 
for investing while 
providing a strong 
public benefit. The 
financial markets have 
used many financing 
vehicles that include 
new market tax credits, 
State Facility Bonds, 
tax-exempt bond 
issues and traditional 
bank financing. These 
opportunities allow 

charter schools to develop 21st century 
learning facilities that reflect the changing 
landscape of the educational process. 
In 2015, the tax-exempt bond market 
financed more than $2 billion in new 
charter school facilities. Through May 
2016, the bond market has financed more 
than $732 million in new facilities.

Increasing student enrollment, ongoing 
demand and the availability of capital 
for facilities have all provided growth 
and development opportunities for the 
movement. Given the history of school 
construction and the innovative  
 

curriculums being used in charter schools 
today, we see several new trends in facility 
development. 

Here are just a few:

■■ Themed Space. Many charter schools 
are being developed with functional 
educational spaces based on their 
respective themes. For example, if 
their curriculum is arts related, schools 
often create spaces to showcase the 
various arts, including theater space, 
practice studio space, recording rooms 
or art labs. If schools are science or 
engineering based, they may create 
more laboratory space directed to this 
pursuit. If they are culinary based, they 
may create their facility with a full 
training kitchen. Schools with a college-
bound curriculum may create spaces 
that are more collegiate in design. 
These are created to assist students in 
succeeding in the college environment.

■■ Flexible Space. In looking at how 
schools have changed during the last 
25 years, we see many new schools 
being designed with flexibility in mind. 
This design strategy allows a facility 
to be modified or altered in the future 
for programming or other facility 
needs. To accomplish this, many of the 
room areas are “clear spanned.” This 
allows interior walls to be removed or 
added without affecting the structural 
elements of the building. In addition to 
planning for future flexibility, schools 

THE CHARTER WORLD IS TRENDING 
Author: Greg Brendel, ICEF Public Schools

Street view rendering of an upcoming new ICEF school.

CATCh The BB&T TeAm AT 
UpComing ConFerenCeS  
in 2016
North Carolina Charter School 
Conference: July 31-Aug. 2 
Texas Charter School Conference: 
Oct. 3-5  
Arizona Business Summit: Nov. 7
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are now also being more creative in 
using their spaces for new or expanded 
learning opportunities. Many schools 
foster blended learning or other flexible 
classroom arrangements where students 
can experience several different 
educational experiences within the 
same classroom. It is now possible to 
have group working areas, computerized 
learning areas and traditional learning 
areas within the same classroom space. 

■■ Security. Whether from incidents like 
Sandy Hook and Columbine, or just as a 
part of our societal desire to protect our 
students, there is a renewed emphasis 
on security. Many schools are being 
built as secure campuses. Once school 
begins, there is only a single point of 
entry into the school facility. This entry 
point is monitored and controlled by 
staff. Schools are also being developed 
with sophisticated security systems that 
monitor building entryways as well as 
hallways and other sensitive building 
areas where valuable equipment or 
chemicals may be stored. They can 
also monitor areas where students 
congregate along with hallway and 
playground activities. Systems include 
high-definition video cameras with 
recording systems, motion detectors 
and controlled access.

■■ Technology. Charter schools today are 
operating in a highly technical world. 
We find most new school facilities  
are operating within a fully wireless  
 
 

environment. These 
schools provide 
additional options 
for expanding 
and changing 
technological 
programs and 
equipment. Software 
and hardware 
developers also are 
creating new and 
more sophisticated 
learning programs. 
Computers and 
smart boards are 
becoming standard 

tools in the educational world. These are 
only likely to continue to expand in the 
future. Ensuring schools are prepared to 
deal with this increasing technological 
environment is essential in the design 
of schools and in the success of their 
educational environment. This means 
providing sufficient power and pathways 
for expansion, as well as using the 
right infrastructure equipment for both 
hardware and software platforms.  
It also means planning financially for 
computers, equipment replacements, 
new programming and professional 
development to assist educators in 
maximizing the learning opportunities 
for their students.

■■ Sustainability and Functionality.  
Within today’s society there is a very 
strong movement toward creating 
sustainable buildings that are functional 
and educational. This involves using  
equipment and materials that conserve 
energy or can be repurposed at some 
point for another use. Examples 
include sophisticated heating and air 
conditioning systems, LED lighting 
systems, energy savings or harvesting 
systems, recycle rooms, reuseable 
water systems and solar panel energy 
conversion systems, to name a few. 
These systems can also be used for 
classroom instruction to educate 
students in the importance of sound 
energy usage and sustainability that can 
affect generations to come.

 
 

These are just a few of the innovative  
ideas school developers, designers, 
architects, engineers and other 
professionals are using to collaborate  
with educators in creating 21st century 
learning environments. These facilities 
allow for adaptability and future needs 
while providing current state-of-the  
art facilities that can inspire students  
and staff. This kind of collaboration is 
creating new educational opportunities 
and successes throughout the charter 
world today. 

As the charter school movement continues 
to grow and expand, the creation of more 
challenging and functional facilities will 
also continue. New products will come 
and go, new challenges will arise and new 
educational programs will be developed. 
But the mission remains the same – 
helping student lives to be transformed 
through education so our children become 
next-generation leaders and solid, active 
citizens in growing our society. n

Greg Brendel is the 
Chief Financial and 
Chief Operating 
Officer for ICEF 
Public Schools, a 
California CMO 
with 10 charter 
schools located 
in Southern 
California. Prior 
to joining ICEF, 
he worked for 
a general contracting firm that specialized 
in designing and building charter schools 
throughout the U.S. His years of experience 
on both sides of the school facility world have 
given him a unique perspective on marrying 
charter school operations and cost-effective, 
creative facility designs. He also acts as 
a consultant to other charter school and 
nonprofit organizations in obtaining project 
entitlements and helping design and develop 
functional facilities that meet their needs in the 
ever-changing facility world.

He can be reached at gbrendel@icefps.org.

Construction at new View Park K-12 facilities located in Los Angeles, Calif.
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Preparing for a feasibility study is a unique 
time in the life of a charter school 
organization. If you are a new school, you 
have been asked to provide the inspiration 
behind your motivation: your mission, your 
vision and what makes you stand out from 
competitor schools. If you are seeking bond 
financing, expanding or beginning new 
construction, you have had to provide all of 
that as well as describe what has made you 
successful thus far. The feasibility study 
ultimately takes all of these components 
and puts them into a single report. It is 
important that charter school management 
recognizes the unique opportunity born 
from this process: the extended use of a 
feasibility study. 

When shoulD a FeasiBiliTY sTuDY  
Be ConDuCTeD anD WhY?

A feasibility study is a comprehensive report 
an independent third-party firm creates to 
evaluate a project. The report will measure 
project financial details including history and 
projections, market conditions and other 
project-specific details (e.g., job creation for 
a USDA Rural Development project). The 
author will deliver opinions about overall 
feasibility as well as each of the areas just 
described. The finished report is then used 
by potential lenders and investors to better 
understand the project’s viability.

The goal of a feasibility study is to give 
lenders or investors confidence in a project 
– or conversely, to establish that the lender 
or investor and the project are not a good 
match. To paint this picture, a feasibility 
author will explore the many factors that 
contribute to charter school success and the 
presence or absence of those factors in the 
subject of the study.  

Utilizing a feasibility study beyond 
submission to a lender begins with selecting 
an effective feasibility study author and 

communicating the desire to expand the use 
of the study. Charter school management 
should endeavor to select a feasibility study 
author with experience in the industry and 
knowledge of the unique factors that drive 
charter school success. Feasibility study 
authors should have a collaborative attitude 
and offer examples of their work that are 
customized and project-specific. Writing 
samples provided by the author should 
include the aforementioned features as well 
as encompassing informative graphics that 
enhance presentation to key audiences and 
stakeholders. Since the charter sector is 
relatively new, highly nuanced and 
ever-changing, engaging an author with 
experience in the industry is instrumental  
in securing the best feasibility study for  
each unique school. 

eXPanDeD aPPliCaTions For  
FeasiBiliTY sTuDies

Feasibility studies can be used for internal 
and external purposes. Externally, the study 
can be used for marketing efforts. If you are 
a start-up charter school, you now have a 
single document with all of the pertinent 
information about your project. If you are an 
expanding charter or are developing new 
construction, you now have a document 
describing what your organization is doing 
well. Within this study, your school (or new 
school project) will be juxtaposed with local 
competitors, your unique offerings to your 
market will be explored and attractive, 
informative graphics will be used to deliver 
important messages. This insight can be 
used to promote your organization on social 
media, your website, direct mailers or other 
marketing efforts. Elements of your 
feasibility study can be used to highlight to 
your market why your school would best 
serve its students. 

Internally, feasibility studies can be used  
for strategic planning. The feasibility study 

should both highlight what the school is 
doing right and poke some holes in the 
school’s model. The former can be used to 
energize the team at the school, and the 
latter can be used for planning. For example, 
the study may have pointed out the school 
project does not have many unique 
offerings, has a service deficiency (e.g., the 
school is the only one in the market area 
that does not offer an afterschool program 
or transportation), has a significant 
deficiency in the management team (e.g., 
does not have a management member with 
finance experience), or academically is not 
outperforming competitor schools. This 
information can be translated into 
actionable goals such as hiring experts or 
expanding programs within the school. The 
feasibility study can be used to provide an 
outside, impartial view of a school that can 
be translated into invaluable strategy. 

Feasibility studies have applications  
beyond use for lenders and potential 
investors. A competent author with  
charter industry knowledge, combined 
with an enterprising and motivated  
charter school management team, can 
result in meaningful expanded use of the 
study. Through internal improvements and 
strategizing as well as external marketing 
efforts, a charter school can keep its 
feasibility study from becoming something 
that collects dust in a lender’s files. n

Venture Feasibility provides market and financial 
feasibility reports to charter schools throughout the 
country. The team is led by Frank Yanez, who has more 
than 30 years of education experience, spending the 
last 15 years focused on the charter school sector. He 
has current and former experience serving as a charter 
school board member, financial consultant, bond 
financing consultant and charter school founder. He 
has helped more than 150 charter schools navigate 
both challenging circumstances and positive growth 
opportunities. He can be reached at 602-402-4090 / 
Frank@venturefeasibility.com.

FEASIbILITy STuDIES: WHEN THEy ARE uSEFuL 
AND HOW TO ExpAND THEIR AppLICATION
Authors: The Venture Feasibility, LLC team: Jacob Yanez, Vice President; Frank Yanez, President;  
and Patricia Yanez, Director of Operations.
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TransaCTion suMMarY

On March 3, 2016, BB&T Capital Markets closed a nonrated $23,445,000 tax-exempt fixed 
rate bond offering for Cornerstone Charter Academy: A Challenge Foundation Academy, Inc. 
The purpose of the financing was to acquire, renovate and expand a new facility for the school. 
Bond proceeds will also provide funds for a debt service reserve fund, capitalized interest for 
approximately one year and costs of issuance. 

CornersTone CharTer aCaDeMY: a Challenge FounDaTion aCaDeMY, inC.

Cornerstone is in Greensboro, N.C., and has a charter agreement valid through June 30, 2022. 
The school began operations in August 2012 with approximately 566 students in grades K-6, 
and through January 2016 has expanded to serve 801 students in grades K-9. Cornerstone is a 
Challenge Foundation Academy and has been affiliated with TeamCFA since 2013.

Cornerstone offers a traditional education, which it implements through the three pillars of rigorous academics, character education and 
parental involvement. The school’s classrooms are comprised of a diverse student demographic, providing opportunities for growth and 
enhancing each student’s understanding of the philosophical and cultural differences that are part of their community, state and world.

FinanCing sTruCTure

BB&T worked with the school’s management team to devise a finance plan focused on locking in historically low, long-term interest rates 
while taking into account the school’s construction timeline. Cornerstone needed to have funds available in the first quarter of 2016 to 
provide sufficient time to renovate the new facility and have it ready for the commencement of the 2016-17 school year.

The banking team focused on providing the school with flexible covenants that would reward Cornerstone for its track record of excellent 
fiscal management. The BB&T team was able to negotiate with investors to permit a decrease in the coverage ratio if days cash on hand 
remains above 100, further providing flexibility to Cornerstone.

The financing was structured with capitalized interest to eliminate out-of-pocket debt service payments during the construction period and 
a taxable “tail” to eliminate Cornerstone’s need to use the school’s cash balance to pay for cost of issuance.

The final structure resulted in a successful 30-year, fixed rate financing with an average interest rate of 5.16% for a charter school with only 
three full years of operations. n

bb&T CApITAL MARkETS CLOSES $23,445,000 FINANCING FOR CORNERSTONE 
CHARTER ACADEMy: A CHALLENGE FOuNDATION ACADEMy, INC.

$23,445,000
Tax-Exempt and Taxable  

Fixed Rate Bonds

Sole Manager

“ As the president of the board of Cornerstone, I can honestly say I could not 
have been more pleased with the BB&T team and direction they provided to us 
through the bond process. Their professionalism and knowledge of the process was 
invaluable in assuring our team achieved our desired goals and outcomes. They were 
available no matter what time of the day and always responded to our calls. I would 
highly recommend them.” 

– Karla Hall, President, Cornerstone Board of Directors 

“ As a brand new director of a charter school thrust into the process of a building 
purchase, BB&T’s team was invaluable in making it happen. They were consistently 
responsive, knowledgeable and helpful. I was thoroughly impressed with their 
dedication to helping us achieve our goals no matter what time of day or night it 
was. Their patience with all members of our team as we worked through the process 
was amazing. I highly recommend bringing them on board.” 

– Joe Caraher, Director, School Cornerstone Charter
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“The majority of men tend to what is necessary only when they feel  
the need for it: the precise moment when it is too late.” 
                                                                              -Napoleon Bonaparte 

One of the most important financial aspects of operating a 
sustainable charter school is having cash in a “rainy day” fund. A 
healthy savings account provides operating flexibility by allowing a 
school to make down payments for facilities or purchase the latest-
and-greatest technologies without financing. And, as many of us 
remember, having cash set aside became critical during the Great 
Recession as several states withheld or reduced revenue payments 
legally owed to charter schools, oftentimes after the school had 
already set its budget, hired teachers and signed leases. Many of the 
schools that had sufficient savings to make up for these shortfalls in 
payments still exist, while their counterparts that did not or could 
not save in the years leading up to the recession did not survive. For 
these operators, the need for having cash in the bank was all too 
obvious. But, unfortunately, building a cash position is not something 
that happens overnight. If saving is not a priority now, a school’s 
leadership may find out how valuable cash is at the precise moment 
when it is too late.

The question remains: How much cash is enough? Let’s attempt 
to answer this question through the lens of a lender to help school 
leaders establish goals and policies on how much cash to set aside. 
While the lender’s viewpoint is important for charter schools to 
understand, please note certain charter authorizer guidelines as well 
as state statutes may conflict with the lender’s viewpoint, and these 
guidelines and statutes should be taken into account when setting up 
any policy for a school.

Cash is relaTiVe

Odd as it may sound, cash is defined differently by different people, 
so let’s define what we mean. For this article, cash means any 
unrestricted monies or investments held in an account over which 
the school’s management and/or board of directors can exercise 
reasonable discretion about when and how it is spent. Typically, it’s 
the first line item on a school’s balance sheet plus any investment 
accounts that may be accounted as a separate line item. Examples 
of unrestricted cash include savings accounts and board-designated 
funds not specifically earmarked by the donors. In short, unrestricted 
cash can be defined as any funds the school could use to cover 
operating costs in a dooms-day scenario when no money is flowing 
from the state or local school district. This is the definition most 
banks, investors and rating agencies use to define cash.

Now that we have a baseline definition, let us turn our attention to 
how much cash is enough. Generally, BB&T advises its clients  
 

that cash is relative to the expenses of an organization. Frequently 
we hear school leaders or board members describe a goal of having 
$1 million in the bank. While we laud the conscientious effort of 
establishing a savings goal, the number is irrelevant without the 
context of the spending needs of an organization. For example,  
a school with an annual expense budget of $4 million that has  
$1 million in cash and investments has a good rainy day fund.  
It could operate on cash for about three months. Conversely,  
a charter organization with two campuses and annual spending  
of $10 million that has that same $1 million in savings would  
have a relatively low cash balance that equates to little more  
than a month’s worth of expenses.

KeY MeTriC: DaYs Cash on hanD

Frequently, lenders measure cash relative to expenditures using a 
metric called “days cash on hand.” To calculate days of cash, we 
first calculate the daily spending or expenditures of an organization. 
Formulaically, this can be expressed:

One day of expenses  =  (Total operating expenses – depreciation  
   & amortization – non-cash expenses)

     365

We then take the result of that formula and use it evaluate how 
many days of cash a school has in its accounts:

Days cash on hand  =  (Unrestricted cash + investments + board-  
        designated cash and investments)

       One day of expenses

FinanCing sTruCTure

Having enough cash is an art and not a science, and there are many 
general rationales for maintaining cash. For our purpose, we can 
segregate these rationales into two camps: operating and financial. 
Each of these camps may lead to different “answers” about how 
much cash is adequate, and we will explore both. 

The operating rationales for maintaining cash on hand are many, and 
they seem like a bit of a wager. Some examples are:

■■ Cash can be used to purchase property and equipment, typically 
at a cheaper cost than it is to finance it. (An exception would be 
if your cash and investments were earning interest or dividends 
higher than the rate of interest being paid on financing.) 

■■ Unrestricted cash is a cushion to financial shock that could occur 
if enrollment drops precipitously, if defense for a lawsuit needs to 
be paid or if state funding is withheld or reduced mid-year. 

CASH IS kING: HOW MuCH SHOuLD A CHARTER SCHOOL  
HAvE IN THE bANk? $

$ $$ $
$

$
$ $



■■ Cash provides an organization with the ability to be nimble 
when pursuing business opportunities such as hiring an all-star 
administrator mid-year or acquiring a used bus fleet at  
an auction. 

The circumstances outlined above all involve unknowns to some 
degree (e.g., Will property be available? Will the school be sued?  
etc.) and require a school to take dollars “out of the classroom” 
(where they would certainly be put to good use) to make them 
available for a hypothetical situation that may never occur. Hence, 
the wager involved with building a cash balance revolves around 
estimating what your needs could be. Determining how much to 
have from an operating perspective is something that school leaders 
and boards should determine collectively and at least annually, 
taking into account upcoming building needs, the financial stability 
of the state, and other factors relevant to your school. 

In addition to the operating rationales outlined above, there is a 
financial rationale that is less tangible for maintaining cash and  
offers a distinctive benefit: financing flexibility. 

There is an adage in banking: Never lend money to anyone who 
needs it. While we at BB&T do not ascribe to this acerbic view 
of lending, the phrase does have some merit. The fact is that 
organizations with more cash on their balance sheet receive  
lower interest rates and better terms, and they have more  
options for financing than organizations with weak cash balances.

Unlike operating rationales for having cash – which are largely  
based on leadership and governance’s discretion – the financial 
rationale has some easy-to-assess guidelines that are discernable 
from guidance provided by rating agencies and, to a lesser extent, 
loan and bond covenants.

Loan and bond covenants typically contain a liquidity covenant 
(a/k/a days cash-on-hand requirement). Bond covenants are typically 
lower than bank covenants and range from 20 to 50 days of cash 
on hand. Banks rely on cash deposits to generate revenue, so they 
generally require higher liquidity levels – usually between 70 and 100 
days of cash. These levels are quite disparate, so the key thing to note 
here is obtaining bank financing is generally not possible without 
cash balances worth two or three months of expenses.

Rating agencies generally provide a clearer guideline for healthy  
cash targets. Each year Standard & Poor’s (a McGraw Hill Company 
that provides credit ratings for 253 charter schools) publishes  
public median financial metrics designed to help schools, lenders  
and investors with benchmarks useful for estimating a school’s  
credit rating. 

Below we have provided two charts. The first shows the median 
days cash on hand for the published rating levels as of July 10, 2015. 
Notably, BBB- is the lowest investment grade rating, and the cash 
median for this rating category is 111 days of cash on hand.

Unrestricted Days Cash on Hand 

BBB+/BBB BBB- BB+ BB/BB-

134 days 111 days 74 days 47 days

 
In addition to the 2015 medians, below is a chart that shows the 
median for BBB- for the last few years. Of note, the days cash-on- 
hand median has steadily increased in the last few years, reflecting 
the maturation of the industry and the increasing emphasis that 
lenders are placing on cash for charter schools.

“BBB-” Unrestricted Days Cash on Hand 

2014 2013 2012 2011

111 days 99 days 67 days 61 days

 
FinanCing sTruCTure

Maintaining healthy cash balances is essential to any business. 
Bankers, investors and lenders are placing greater weight on a  
charter school’s cash position now more than ever. Establishing  
goals for achieving a good cash position adequate to meet your 
organization’s goals, operationally and financially, is a matter that 
requires an honest assessment of organizational needs and objectives 
and how long you have to achieve them. We recommend setting 
cash savings goals posthaste and reviewing these goals at least 
annually to ensure the educational environment you are creating 
for children is not only successful today but also sustainable for the 
future of unknowns. n

Matt O’Meara, Senior Vice President 
BB&T Capital Markets Education Finance Team 
303-386-7242  n■ MOMeara@BBandTCM.com 

Based in Denver, Colo., Matt has worked as an investment banker for more  
than a decade, completing transactions ranging from project financings to 
acquisitions and derivative advisory for charter schools and a variety of  
501(c)(3) organizations.
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LEGISLATIvE upDATE

CaliFornia

On Wednesday, June 15, the 2016-17 final budget was approved by 
the California Legislature. 

Since the January budget projection released, the Proposition 98 
guarantee for K-14 school funding has increased $288 million, up 
to approximately $71.9 billion.

highlights include:

■■ Charter School Start-Up grants:  $20 million in one-time 
state-funded start-up grants for charter schools. One goal of the 
program is to eliminate some financial constraints due to federal 
funding uncertainty.

■■ Local Control Funding Formula (LCFF):  $2.94 billion in  
ongoing Proposition 98 funding for the Local Control Funding 
Formula (LCFF), for a total of $55.8 billion LCFF funding in  
2016-17.

■■ prop 98 one-Time, per-pupil Block grants:  Increase to $1.28 
billion one-time, per-pupil block grants in discretionary funding for 
schools (allocation based on 2015-16 average daily attendance).

■■ College readiness grant:  $200 million in one-time funds  
to establish the College Readiness Block Grant program. The 
main goal is to help prepare disadvantaged students to  
enter college.

FloriDa 

Governor Rick Scott signed HB 7029 education bill on April 14, 
2016. HB 7029 enhances charter school accountability, revises 
rules regarding high school athletes transferring, and prohibits  
local government from enforcing requirements on charters that  
are not required of traditional/district public schools. 

highlights include:

■■ Capital outlay:  Two changes have been made to the Public 
Education Capital Outlay funds (PECO) for a charter school to be 
eligible for the funds: (1) be free of financial emergency conditions, 
and (2) have two years  of operations (formerly required  
three years).

■■ peCo Allocation Formula:  There will be a base amount of PECO 
allocated to qualifying charter schools that shall be determined by 
the total weighted FTE. However, schools with large Title 1 or ESE 
populations get an added amount.

arizona

The measure of Proposition 123 was designed to increase PPR 
funding to account for inflation, whereby the state of Arizona 
agreed to contribute $3.5 billion to the school system during the  
next 10 years (both district and charter).

The increase required voter approval in the May special election. 
On May 26, the formal election results verified a victory for 
Proposition 123, narrowly passing with less than 51 percent of  
the vote.

With the passing, more than $500 million is expected to be 
distributed to the schools, resulting in approximately a $200-$250 
PPR increase. 

However, a federal lawsuit has already been filed challenging the 
legality of Proposition 123. State Treasurer Jeff DeWit has asked the 
attorney general for an opinion as to whether its use of state trust 
land cash is legal.

ColoraDo

On May 11, 2016, HB16-1422 passed through the House and 
Senate as the Colorado Legislative session came to a close. 

highlights include:

■■ Facility Funding:  The new policy requires districts to inform 
charter schools of any vacant or available facilities that could 
be used for schools, but it also requires districts to consider 
competitive bids from charters to develop that unused land or 
property.

■■ Capital Construction Allocation:  This bill also expands the 
Charter Capital Construction Fund program, which is used to 
help finance the construction of land and buildings, by another 
$3 million (bringing the total allocation up to $25 million for the 
2016-17 school year – an exponential increase from just $7 million 
two years ago).

8

recent BB&T Closings

Cornerstone Charter Academy 
$23,445,000 (N.C.) Long-Term Bond Financing

Two Roads Charter School 
$4,600,000 (Colo.) Long-Term Bond Financing

Newman International Academy 
$18,055,000 (Texas) Long-Term Bond Financing

STEM School 
$3,000,000 (Colo.) Taxable Bank Financing

Envision Foundation LLC 
$11,705,000 (N.C.) Long-Term Bond Financing

Wayside School 
$16,610,000 (Texas) Long-Term Bond Financing

Edkey Inc. 
$30,685,000 (Ariz.) Long-Term Bond Financing
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Q:  our BonD issue Will noT Close 
For a FeW MonThs, BuT We haVe 
alreaDY useD our oWn Cash To 
PaY For soMe CosTs oF The ProJeCT. 
Can We Be reiMBurseD FroM TaX-
eXeMPT BonD ProCeeDs For The 
aMounTs We PaY Prior To The 
Closing?

a:  Under certain circumstances, expenditures 
made prior to closing are eligible to be 
reimbursed from the proceeds of tax-exempt 
bonds. To maximize the expenditures eligible 
for reimbursement, a borrower should adopt a 
declaration of official intent or “reimbursement 
resolution,” which bond counsel or borrower’s 
counsel can help draft. A capital expenditure 
paid not more than 60 days prior to adoption 
of a valid reimbursement resolution may be 
reimbursed if otherwise eligible to be financed 
with tax-exempt bonds. Working with counsel 
can help a prospective borrower ensure  
(1) its reimbursement resolution is reasonable, 
which is a requirement of the reimbursement 
regulations designed to prevent abuse, and  
(2) the borrower takes advantage of other 
nuances to the reimbursement regulations that 
permit reimbursement of some expenditures 
even without a reimbursement resolution.

 
 
 
 

Q:  a ThirD ParTY WoulD liKe To use 
a PorTion our TaX-eXeMPT BonD-
FinanCeD FaCiliTies. WhaT Do We 
neeD To KnoW?

a:  The tax regulations allow for use of tax-
exempt bond-financed space by entities other 
than the borrower in limited circumstances. 
In general, if a governmental or 501(c)(3) 
organization will be using the space irregularly 
and infrequently, such use is less likely to be 
problematic. For example, a weeklong summer 
camp hosted by a 501(c)(3) organization 
with an educational mission is generally 
permissible. In particular, the IRS has provided 
guidance identifying certain “safe harbors” 
for management contracts that, if satisfied, 
will not disturb the tax-exempt status of the 
bonds. As such, it is advisable to contact bond 
counsel and/or borrower’s counsel before 
entering into a management agreement, 
lease, use agreement or other arrangement 
allowing another entity to use your facilities. 
Documenting such use, including its nature and 
extent, in both time and space, may assist in 
demonstrating compliance with tax regulations 
and help you decide whether other third-party 
uses may be made in the future.

*While the foregoing describes legal issues, it is 
not intended as legal advice or a substitute for 
the particularized advice of a borrower’s own 
counsel and does not create any attorney-client 
relationship. 

Q:  WhaT is a ConDuiT issuer? 

a:  A conduit issuer is an organization that 
is granted authority to issue municipal 
bonds to investors. Municipal bonds provide 
tax-exempt financing for certain qualified 
purposes or organizations or in the furtherance 
of governmental purposes. This is typically 
facilitated by exemptions granted to  
501(c)(3) organizations and private activity 
bonds. Examples include charter schools,  
small manufacturers, airports, health care, 
housing and foundations.

This month’s column includes contributions  
by Ben Kitto from Ice Miller LLP, Legal Counsel 
& Litigation. Ben.Kitto@icemiller.com

If your school has questions, please email 
MCaschette@BBandTCM.com. BB&T will 
include questions/responses in an upcoming 
issue, in hopes of benefiting other schools 
facing similar circumstances.

Dear Maggie,

Maggie Caschette 
Assistant Vice President

“I’m dumbfounded and disappointed in the Texas Supreme Court 
ruling. This is a setback for the more than 227,000 students enrolled 
in public charter schools today and provides no hope for the nearly 
130,000 students on waiting lists to attend one,” said Texas Charter 
Schools Association Executive Director David Dunn. 

“Now we turn our attention to Governor Abbott and Lt. Governor 
Patrick, who must act on their pledge to fairly fund public charter 
schools.”

TeXas

After nearly four years and three trials, the long-anticipated  
ruling on the constitutionality of the state’s school finance system 
leaves school funding at the discretion of state lawmakers and does 
nothing to alleviate the disparity in funding for public charter school 
students. Despite the fact that charter school students receive on 
average $1,000 less than students in traditional public schools, the 
high court ruled the state’s school finance system is essentially sound, 
and it does not direct lawmakers to specifically change the way 
charter schools are funded.
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New state data by the Illinois State 
Board of Education (ISBE) reveals a 
troubling truth: most Illinois districts 
are spending beyond their means and 
dipping into reserves or borrowing to 
stay afloat. For the second year in a 
row, Chicago Public Schools (CPS) is 
on financial watch, the worst category 
of the state’s watch list. This has major 
implications for Chicago public school 
students, the city of Chicago and the 
state of Illinois.  

CPS is trying to adopt innovative 
strategies that can help it better 
direct its limited resources into the 
classrooms. One approach is studying 
the costs associated with designing 
and building school facilities. Starting 
in 2015, CPS has worked with various 
architects, the charter sector, and a 
group of nonprofit private schools to 
gather accurate data on the size, design 
and cost of school facilities developed 
in the past decade to influence future 
design and construction of District 
schools.  

Data from Wheeler Kearns Architects of 
Chicago, the designer of many Chicago 
charter school facilities, shows charter 
public schools, also a part of CPS, have 
succeeded in getting more done with 
less in the design and construction 
of school facilities. Charter public 
schools do not have access to local 
and capital dollars for facilities under 
Illinois’ current charter school law and 
must therefore use operational dollars 
to cover capital expenses. Needing 
to minimize this unfairness, charter 
schools have on average managed 
to create high-quality teaching and 
learning facilities far more efficiently 
than the District and private schools.

The Wheeler Kearns data shared  
with CPS shows when building or 
extensively renovating five facilities,  

the District spent an average of  
$63,500 per student since 2006.  
The charter sector, on the other hand, 
only spent an average of $29,002 per 
student to create 12 new schools in the 
same time period. Put simply, charter 
school facilities have cost on average 
just 46% of what District facilities  
have cost, per student educated.  

Charter public school facilities fared 
better in space efficiency. On average, 
the District designed 190 square feet 
of school per student, whereas charter 
schools designed 91 square feet per 
student. In some recently constructed 
District schools, less than 25% of the 
area is comprised of student learning 
spaces. Some of the design concepts 
that have allowed charter schools to 
be more efficient include prioritizing 
student learning space over “show” 
space, programming learning spaces 
continuously throughout the day, and 
utilizing multipurpose rooms that serve 
as both athletic and dining areas. All 
the charter facilities have science labs; 
spaces for physical education, art and 
music enrichment; classrooms and  
other spaces for special education;  
areas for tutoring and spaces for 
students to come together in groups. 
They are schools that advance social 
and emotional as well as academic 
learning.

To build new school facilities, both the 
District and charter schools used union 
contractors and union labor, which is 
ubiquitous in Chicago’s commercial 
construction market. However, the 
District’s contractors spent an average 
of $334 per square foot of new school 
while the charters’ contractors spent 
an average of $295 per square foot. 
Charter schools have the freedom 
to use private-sector best practices 
in construction procurement, which 
preserve competitiveness in bidding 

while allowing collaboration between 
contractors and architects during the 
design and engineering phase of a 
project.  

Given CPS’ financial challenges, it is 
now more important than ever to be 
as judicious as possible in creating 
productive teaching and learning spaces. 
Being efficient with capital expenditure 
ensures more resources are allocated 
to teaching students well – the reason 
schools exist. The charter public school 
experience in Chicago during the 
past decade shows when we have the 
means and freedom to invest wisely in 
education, the public will see steady 
and significant improvement in student 
retention, attendance, graduation and 
educational attainment for Chicago’s 
children, citywide. That Chicago charter 
schools have been successful in doing 
more with less, speaks to the inherent 
worth of the charter model as an engine 
for innovation and improvement in 
America’s public education sector. n

Dan Alexander has 
worked throughout 
his career within 
growing, successful 
Chicago nonprofit 
corporations, 
helping to 
implement growth 
efficiently. For 
the past decade 
he has worked 
for, then within, 
Chicago’s public 
charter school sector, taking a leadership role 
in the development, financing and construction 
of charter school facilities, and in charter 
network administration generally. Dan serves 
as Chief Operating Officer of Northwestern 
Settlement, which operates Rowe Elementary 
Charter School, a Level One Plus K-8 school. 
He can be reached at dalexander@nush.org.  

EFFICIENCy IN DEvELOpMENT OF SCHOOL buILDINGS
Author: Dan Alexander, Chief Operating Officer, Northwestern University Settlement Association
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Richmond Team helps pRepaRe  
foR VeTeRans’ equesTRian eVenT

In Powhatan, Va., there is a unique facility 
totally dedicated to providing therapeutic 
horseback riding for military veterans with 
traumatic brain injuries, amputations and 
PTSD (Post-Traumatic Stress Disorder).

Recently, BB&T’s Capital Markets 
Richmond Group learned that Lonesome 
Dove Equestrian Center was planning a 
very special event on May 11 to celebrate 
its 2,000th veteran rider – and help was 
needed to improve the appearance of the 
facility.

The group quickly responded, with eight 
members working onsite to paint, enhance 
the landscaping and purchase food for 
veterans’ lunches as well as trophies for  
the May 11 event.

According to Clint Arrington, the founder, 
the event was a big success. He expected 
approximately 100 people for the event, 
and they actually had more than 200, 
including Gov. Terry McAuliffe. n

Back row: Tom Bowden, Julie Martin, Lynn Edris,  John 
Franklin. Front row:  Emily Caldwell, Genia Weeks and 
Seth Wagner. Not pictured: Jay Conrad.

Gov. Terry McAuliffe and Clint Arrington  
congratulating Lonesome Dove’s 2,000th   
veteran rider on May 11, 2016.

AROuND THE TOWN  
haPPenings WiTh The BB&T TeaM anD our ClienTs

On May 12, 2016, Actress Julia Roberts paid a surprise visit to Children’s First  
Academy in Phoenix, one of Edkey Inc.’s 19 charter schools. Her goal: to see 
firsthand how children living below the poverty line are getting care thanks to  
new funding for their school nurse. Roberts’ appearance was filmed and was  
shown during the NBC Today Show’s “The Red Nose Day Special” (see link below).

http://www.today.com/video/red-nose-day-julia-roberts-highlights-a-school-nurse-s-
special-touch-693324867766

The BB&T Lighthouse project

Through the BB&T Lighthouse Project, our corporation provides financial support to local 
charities, while our associates roll up their sleeves and go to work landscaping, painting, 
preparing meals and more. Since the Lighthouse Project began in 2009, our associates 
have contributed more than 385,000 volunteer hours and improved the quality of life for 
more than 11 million people.

(Left) BB&T had the opportunity to be 
a green sponsor at the 1st Annual “Doc” 
Open for The Pinnacle Charter School in 
Denver in late May.

(Right) Envision Science Academy 
celebrated its groundbreaking on Friday, 
June 10. Vivian Jones, mayor of Wake 
Forest, N.C., and Dr. Bill McNeal, ESA’s 
senior advisor, both spoke at the event. 
Photograph includes the administrative 
team and board members.



EDuCATION FINANCE GROup

7-5-16

This material is not to be considered an offer or solicitation regarding the sale of any security.

BB&T Captial Markets and its associates do not provide legal advice. You should consult with your legal professional before taking any action that may have legal consequences. 

BB&T Capital Markets is a division of BB&T Securities, LLC, member FINRA/SIPC. BB&T Securities, LLC, is a wholly owned nonbank subsidiary of BB&T Corporation. Securities or insurance products and annuities sold, 
offered or recommended are not a deposit, not FDIC insured, not guaranteed by a bank, not guaranteed by any federal government agency and may go down in value.

© 2016, Branch Banking and Trust Company. All rights reserved.

bbTCApITALMARkE TS.C OM / EDuCATION

rich harmon
Managing Director and  
Group Head
Columbus, Ohio
614-506-1976
RHarmon@BBandTCM.com

paula permenter
Managing Director
Houston, Texas
713-344-2263
PPermenter@BBandTCM.com

greg mcKenna
Managing Director 
Pittsburgh, Pa.
412-209-4401
GMcKenna@BBandTCM.com
 

Bert newsome
Managing Director
Charlotte, N.C.
704-954-1418
BNewsome@BBandTCM.com

Lynn Daly
Managing Director
Chicago, Ill.
312-279-9936 
LDaly@BBandTCM.com

Brendan malone
Senior Vice President
Chicago, Ill.
312-279-9923
BMalone@BBandTCM.com

matt o’meara
Senior Vice President
Denver, Colo.
303-386-7242
MOMeara@BBandTCM.com

martha martinez Karasch
Vice President
Houston, Texas
713-425-0399
MKarasch@BBandTCM.com
 

Victoria White
Assistant Vice President
Denver, Colo.
303-386-7244
VWhite@BBandTCM.com
 

maggie Caschette
Assistant Vice President
Denver, Colo.
303-386-7243
MCaschette@BBandTCM.com 

emily Caldwell
Analyst
Richmond, Va.
804-649-3984
ECaldwell@BBandTCM.com

max Zimmerman
Associate
Charlotte, N.C.
704-954-1589
MZimmerman@BBandTCM.com

For More inForMaTion 
We invite you to contact any member of our Charter School Finance Team, visit us at BBTCapitalMarkets.com/Education, or send us 
an email at CharterSchools@BBandTCM.com. 


