Texas Public Finance Authority Charter (TPFA) School Finance Corporation (CSFC) $10,000,000, in consortium with the Texas Education Agency and the Texas Charter School Association (the Consortium), has historically been a potential alternative for these schools. In 2005, the Consortium applied for and received a grant from the U.S. Department of Education (the "Department") to assist charter schools with facilities financing by providing credit enhancement. The consortium received a $10,000,000 grant for its Texas Credit Enhancement Program (TCEP) through the Credit Enhancement for Charter School Facilities program of the Department. Charter districts that are not otherwise eligible for Permanent School Fund (PSF) guarantees, may apply for the Texas Credit Enhancement Program. While the credit enhancement available through this alternative program may not result in AAA or equivalent rating on the bonds, it does "stand in" for debt service coverage reserves.

By freeing cash from a debt service reserve fund, the Consortium's credit enhancement program:

•
Expands liquidity of the charter school

•
Delivers needed cash to fund current operations

•
Improves the school's ability to timely make service its debt

Charter districts may apply for credit enhancement in preparation for a near-future bond issue or on bonds that have already been issued. TCEP guarantees are available irrespective of whether the CSFC is the conduit issuer. The benefits are the same with any of these strategies.

TCEP plays a critical niche role in the funding strategy for charter district facilities financing. Increasing demand over the past two years has pushed the program close to capacity, as will be discussed in more detail below. A grant of an additional $10 million will assure continued, uninterrupted support of the Texas charter community's facility financing needs.

