Equitable Facility Fund (EFF) $8,000,000, proposes to use $8 million in Credit Enhancements to meet two goals: 1) provide the lowest-cost long-term capital available to the high-performing charter schools and 2) source new capital in an innovative manner. EFF will do this in our target markets of California, Florida, Tennessee, and Texas, along with other states as needed. These targeted markets are home to numerous failing traditional public schools. 

The goals of this program are to serve 40 schools in states where traditional schools require improvement. These funds will support $400 million in projects. The expected outcomes are that 50,000 predominantly low-income, minority students will attend high quality schools and demonstrate improved academic achievement.

The proposed program will use the credit enhancement funds to guarantee a series of bond offerings. The proceeds of these tax-exempt bonds will be used for loans, leasehold improvements, and re-financings for expanding and replicating charter schools. These schools need the lowest-cost, permanent, fixed-rate loans. The credit enhancement award will be used to guarantee an innovative model of raising capital for non-profits: a bond offering secured by an overcollateralized pool of charter school loans. This bond will be sold to institutional investors seeking investment grade products. We expect this bond to price at a rate at least 100 basis points lower than what most charter schools could receive on their own. EFF will use bond proceeds to allow schools to borrow money at a much lower interest rate for a longer period of time. This program can be replicated by other community lenders.

EFF has demonstrated success by committing to or closing on $158 million in financings over the past year. EFF has been able to save schools an average of over $3 million each through its lower cost of funds. Through the efficient design and implementation of this program, we will provide a leverage ratio of 50:1 by raising at least $400 million and save schools approximately$120 million to be used for educational purposes instead of interest payments.

