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Technical Review Form

Panel #1 - 2014 CESCF - 1: 84.354A

Reader #1: **********

Applicant: Massachusetts Development Finance Agency (U354A140008)

Questions

Selection Criteria - Quality of Project Design

Quality of project design and significance. In determining the quality of project design and significance,
the Secretary considers--

a) The extent to which the grant proposal would provide financing to charter schools at better rates and
terms than they can receive absent assistance through
the program;

b) The extent to which the project goals, objectives, and timeline are clearly specified, measurable, and
appropriate for the purpose of the program;

c) The extent to which the project implementation plan and activities, including the partnerships
established, are likely to achieve measurable objectives that further the purposes of the program;

d) The extent to which the project is likely to produce results that are replicable;

e) The extent to which the project will use appropriate criteria for selecting charter schools for
assistance and for determining the type and amount of assistance to be given;

f) The extent to which the proposed activities will leverage private or public sector
funding and increase the number and variety of charter schools assisted in meeting their facilities
needs more than would be accomplished absent the program;

g) The extent to which the project will serve charter schools in States with strong
charter laws, consistent with the criteria for such laws in section 5202(e)(3) of the
Elementary and Secondary Education Act of 1965;

h) The extent to which the requested grant amount and the project costs are
reasonable in relation to the objectives, design, and potential significance of the
project; and

i) The extent to which the proposed project is supported by strong theory (as
defined in 34 CFR 77.1(c)).

Charter schools will be able to have LTV rates of up to 120%, leasehold improvement loans, and guarantee fees up to 2%
lower than market value.  These rates/terms are significantly better than a charter school could receive without
assurances from this program.  Pgs. 1 - 2

The narrative clearly states that the primary goals of this proposed project are to provide debt guarantees for acquisition,
construction, renovation and leasehold improvements for charter schools.  Specific objectives and targets are provided
that further identify where the applicant will prioritize funding and focus their work.  Pgs. 2 – 3

The timeline provides exact action steps that will occur once the applicant is awarded a grant.  These steps will assist the
applicant in meeting their target of credit enhancing 2 charter school deals each year of the grant.  Pg. 4

An implementation plan outlines activities to be completed by the grant recipient immediately following the grant award
and into the following years.  The applicant has a good working relationship with the MS Department of Elementary and

Strengths:
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Secondary Education and the state charter schools association, which has been extremely beneficial during previous CE
grants they have received.  The applicant will continue to implement activities using the same model with heavy
involvement from these two entities.  Pgs. 4 – 5

The model used in the application presents a fine tuned process where the applicant, the State Charter School Office and
the Massachusetts Charter School Association work well together, each providing their specific knowledge and expertise
to the model. This model could be easily replicated in states with a similar programmatic design.  Pg. 6

The narrative indicates priority will be given to charter schools located in areas of high poverty, where a large percentage
of students do not perform well on state assessments, and geographic areas where public schools have been identified
for improvement, corrective action or restructuring under Title I.  Once these areas have been identified, the applicant will
make their selection first by the needs of the student population and second by the needs of the charter schools.  Pgs. 6 –
7

In a letter from Boston Private Bank and Trust Company, the lender states that because of the CE program already in
place by the applicant, the bank has been able to loan money to charter schools that would not have been able to secure
funding absent the CE.  This speaks to the success of the program and the ability of the charter schools to receive funds.
Appendix

The projected leverage amount for this project is 7:1 during the first five years with that ratio increasing as the grant funds
recycle.  Pg. 8

The applicant provides credit enhancement in the state of Massachusetts which is ranked in the upper 25% of states with
strong charter law by the National Association of Charter School Authorizers.  Additionally, information is provided relative
to the five year renewal cycles of these charters and the requirement of that renewal.  The state has a well-defined
process that holds charter schools highly accountable.  Pg. 9

There is no indication whether or not a charter school will receive better long term financing rates with this program than
could be achieved outside the program.

There is very little discussion about whether early start charter schools outside of a replication model will be assisted.  The
underwriting criteria and the fund application indicate three years of audited financial statement are required.  This is an
indication that start-up charter schools will not benefit from the program.  If early-start charter schools will be assisted by
this program, much more discussion should have been devoted to the requirements of those charter schools to receive
funding from the applicant.  Pg. e104

The applicant indicates that $1 million has been pledged from LISC and $2.5 from the Boston Foundation.  Letters of
support and commitment should have been included from these two entities specifying the details of this arrangement.

The requested grant amount of $5 million seems excessive for only providing financial assistance to 2 charter schools per
year of the grant cycle.  This number is not overly ambitious.  Pg. 3

The theory behind this grant proposal is simply based on past experience with processes that work so the applicant
intends to just keep doing the same.  The logic model supporting this theory is not specific.  It does not contain any inputs,
outputs or end goals that will be achieved through this grant proposal.  Pgs. 15 and e113

The application should have provided more detail about how this grant proposal could be replicated outside of the state.

No information is provided about the type and amount of assistance that will be given nor how that wil be determined.

There is no indication that outside funds have been committed to this project.  Without this additional funding it will be
difficult to achieve the stated leverage of 7:1.

Weaknesses:
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27Reader's Score:

Selection Criteria - Quality of Project Services

Quality of project services. In determining the quality of project services, the Secretary considers

a) The extent to which the services to be provided by the project reflect the identified needs of the
charter schools to be served;

b) The extent to which charter schools and chartering agencies were involved in the design of, and
demonstrate support for, the project;

c) The extent to which the technical assistance and other services to be provided by the proposed grant
project involve the use of cost-effective strategies for increasing charter schools� access to facilities
financing, including the reasonableness of fees and lending terms; and

d) The extent to which the services to be provided by the proposed grant project are focused on
assisting charter schools with a likelihood of success and the greatest demonstrated need for
assistance under the program.

1.

The applicant has a pipeline of 20 charter schools in need of facility financing.  These projects are in need of $29.8 million
in credit enhancement to obtain real estate on a permanent basis or to upgrade a leased facility.  An original needs
assessment was done in 2003 including the Massachusetts Charter Public Schools Association and the Massachusetts
Department of Elementary and Secondary Education along with 40 charter schools.  This information is updated
frequently through continuing dialogue with the MCPSA and DESE.  Pgs. 16 – 17

There is a significant amount of support for this project from the MCPSA and its member charter schools.  Pgs. 17 – 18

The applicant is a state agency that provides a wide variety of TA that includes site engineering, architectural design,
permitting and approval assistance and property management.  A selection of loan products is available with zero or low
interest for predevelopment activities that must be paid up front.  There is in house assistance for charter schools working
through a tax free bond issuance as these are very complicated and processes are difficult to manage.  Pgs. 17 - 18

This grant proposal will target charter schools that are located in underperforming school districts with a high percentage
of poverty.  These charter schools are replication models of existing successful charter schools that will likely be
successful.  Pg. 21

Strengths:

Information regarding these criteria is based on historical events and data collection.  While this is good information it
would have been helpful to have current survey data and input to help further define the need for this program.

The applicant does not address offering funding options to start-up or independent charter schools.  These charter
schools often have the greatest need for assistance in locating and financing viable facilities.

Weaknesses:

12Reader's Score:

Selection Criteria - Adequacy of Resources

Capacity. In determining an applicant�s business and organizational capacity to carry out the project,
the Secretary considers:
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a) The amount and quality of experience of the applicant in carrying out the activities it proposes to
undertake in its application, such as enhancing the credit on debt issuances, guaranteeing leases, and
facilitating financing;

b) The applicant�s financial stability;

c) The ability of the applicant to protect against unwarranted risk in its loan underwriting, portfolio
monitoring, and financial management;

d) The applicant�s expertise in education to evaluate the likelihood of success of a
charter school;

e) The ability of the applicant to prevent conflicts of interest, including conflicts of interest by
employees and members of the board of directors in a decision-making
role;

f) If the applicant has co-applicants (consortium members), partners, or other grant project participants,
the specific resources to be contributed by each co-applicant (consortium member), partner, or other
grant project participant to the
implementation and success of the grant project;

g) For State governmental entities, the extent to which steps have been or will be
taken to ensure that charter schools within the State receive the funding needed to
obtain adequate facilities; and

h) For previous grantees under the charter school facilities programs, their performance in
implementing these grants.

The applicant was established in 1998 and is the state’s finance and development authority.  During FY 2013 the
applicant financed or managed 238 projects in 104 communities.  Additionally, QZAB bonds and tax-exempt bonds have
been utilized on behalf of 29 charter schools and loans have been provided to 20 charter schools.  The applicant used
NMTC to finance a charter school in 2011.  There is a great amount of experience working with products that will assist
charter schools.  Pgs. 22 – 24

The applicant has received a Standard & Poor’s rating of A+/stable/A-1.  Financial statements indicate a good balance of
assets/liabilities with $393 million in assets.  Audit information provided indicates good functions are in place and
financials are accurate.  Pg. 26

Policies and procedures are provided detailing risk management processes for all aspects of the entity – loan
underwriting, portfolio and financial management.  Each area has several levels of review documentation that keeps funds
protected.  There is also an outside firm that performs annual reviews of approximately 92% of the credits in the lending
portfolio.  The applicant currently has no charter school loans in default and has never had to make a payment on any
charter school loan guarantee.  Pgs. 26 – 28

A close working relationship with the MCPSA and the Massachusetts DESE allows the applicant an opportunity to discuss
educational matters with groups that work directly with charter schools.  The applicant has a Charter School Advisory
board in place that provides advice and input to the agency on a quarterly basis.  There is a charter school operator on
this board.  Pgs. 30 – 31 and 18

The appendix contains a copy of the state’s Standards of Conduct and Ethics law.  It is very explicit about how potential
conflicts of interest will be handled.  Pg. 31

It is clearly stated throughout the application that charter schools that meet the selection criteria as defined and are able to
repay debt, will be given funding.  Pg. 32

In 2003 and 2012 the applicant was awarded CE grants.  The first grant, $10 million, has supported over $193.7 million in

Strengths:
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loans with a leverage ratio of 19:1 with no losses paid under any guarantee.  The applicant has utilized committed funds
from LICS and The Boston Foundation and has enticed 15 smaller banks to loan money to charter schools.  Pg. 33

There is inconsistent information regarding the financial stability of the applicant.  The narrative provided in the Standard
and Poor’s rating indicates relative instability of the entity while other information provides a picture of good financial
stability.  The applicant should have provided some information relative to the differing presentations of financial stability.

The resources provided by the partners - MCPSA and MDESE - should have been discussed.

Weaknesses:

31Reader's Score:

Selection Criteria - Quality of Project Personnel

Quality of project personnel. In determining the quality of project personnel, the
Secretary considers--

a) The qualifications of project personnel, including relevant training and experience, of the project
manager and other members of the project team, including consultants or subcontractors; and

b) The staffing plan for the grant project.

1.

The project manager is named and has worked in this capacity since 2003.  She is well qualified to manage this program
with 13 years of service to MASS development.  She is the chairman of the Charter School Advisory board and works
closely with them to make this program successful and seamless.  The project manager is joined by a Senior VP with over
30 years experience in credit and lending.  Pg. 34

The staffing plan is well outlined and is adequate for this grant program.  Pg. 35 - 36

Strengths:

There is not an indication of the presence of a Board of Directors.  If there is not a Board of Directors, the applicant should
have discussed the entity that has oversight authority of MDFA.

Weaknesses:

12Reader's Score:

Priority Questions

Competitive Preference Priorities - Competitive Preference Priorities

This priority is the capacity of charter schools to offer public school choice in those communities with
the greatest need for school choice based on--

a) The extent to which the applicant would target services to geographic areas in which a large
proportion or number of public schools have been identified for improvement, corrective action, or
restructuring under Title I of the Elementary and Secondary Education Act of 1965 (ESEA), as amended.

b) The extent to which the applicant would target services to geographic areas in which a large
proportion of students perform below proficient on State academic assessments; and

1.
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c) The extent to which the applicant would target services to communities with large proportions of
students from low-income families.

Note: In order to receive competitive preference points under this priority, applicants serving charter
schools in States operating under ESEA Flexibility that have opted to waive the requirement in ESEA
section 1116(b) for local educational agencies (LEAs) to identify for improvement, corrective action, or
restructuring, as appropriate, their Title I schools that fail to make adequate yearly progress (AYP) for
two or more consecutive years should target services to geographic areas in which a large proportion or
number of public schools have been identified as priority or focus schools, or belonging to a subset of
other Title I schools specifically identified as low-achieving under the State�s approved ESEA flexibility
request (see the June 7, 2012, �ESEA Flexibility� document at http://www.ed.gov/esea/flexibility).

The application states it will give priority to charter schools located in areas where a large percentage of schools have
been targeted for improvement, corrective action or restructuring under Title I.  Additionally, the narrative indicates the
majority of charter schools in the pipeline have been targeted for improvement.  Pgs. 6, 36 – 37

Schools located in geographic areas where a large percentage of students are below proficient on the state assessment
will be targeted by this project.  A table is provided that identifies the 20 lowest performing districts in the state.  The table
indicates that all but four of these districts are low-income.  These 25 districts meet two of the three areas of the
Competitive Priority.  Pgs. 6, 36

Charter schools located in communities where a large percentage of students qualify for free or reduced lunch will be
given priority in the selection of charter schools to receive assistance.  Pgs. 6, 36

Strengths:

The applicant needs to indicate whether the state has an approved ESEA waiver.
Weaknesses:

13Reader's Score:

Status:
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Technical Review Form

Panel #1 - 2014 CESCF - 1: 84.354A

Reader #2: **********

Applicant: Massachusetts Development Finance Agency (U354A140008)

Questions

Selection Criteria - Quality of Project Design

Quality of project design and significance. In determining the quality of project design and significance,
the Secretary considers--

a) The extent to which the grant proposal would provide financing to charter schools at better rates and
terms than they can receive absent assistance through
the program;

b) The extent to which the project goals, objectives, and timeline are clearly specified, measurable, and
appropriate for the purpose of the program;

c) The extent to which the project implementation plan and activities, including the partnerships
established, are likely to achieve measurable objectives that further the purposes of the program;

d) The extent to which the project is likely to produce results that are replicable;

e) The extent to which the project will use appropriate criteria for selecting charter schools for
assistance and for determining the type and amount of assistance to be given;

f) The extent to which the proposed activities will leverage private or public sector
funding and increase the number and variety of charter schools assisted in meeting their facilities
needs more than would be accomplished absent the program;

g) The extent to which the project will serve charter schools in States with strong
charter laws, consistent with the criteria for such laws in section 5202(e)(3) of the
Elementary and Secondary Education Act of 1965;

h) The extent to which the requested grant amount and the project costs are
reasonable in relation to the objectives, design, and potential significance of the
project; and

i) The extent to which the proposed project is supported by strong theory (as
defined in 34 CFR 77.1(c)).

1.

The applicant explains how credit enhancement will allow for lower rates and better terms for schools owning property and
schools leasing property.  It provides the market’s rates and terms for comparison (page E 14).

The goals, objectives, and measures are clear and measurable, as well as logically connected with each other (page E
15).

Timelines are presented for closing loans/guarantees by each year and the number of schools served. Additional actions
for the first 120 days are detailed (page E 16).

The implementation plan and activities utilize MFDA’s existing program design with which it has administered two
previous CE grants. The structure includes: approved underwriting policies and procedures; on-going program marketing
and communications; using transaction officers experienced with the products and services; using existing credit review
and risk management procedures; and utilizing established reporting and compliance systems (page E 16).

Strengths:
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The applicant provided a detailed table of activities to be completed and accomplished by each quarter following a grant
award (page E 17).

For selecting charter schools, the applicant will use the criteria from the Competitive Preference Priority section:
geographic areas in which the public schools have been identified for improvement; areas with a high percentage of
students who performed below proficient on the state’s academic assessments; and communities with a high percentage
of students from low-income families. The applicant prioritizes schools using the criteria listed above first, and then by
school need. Additional weights are added to the scoring system: size of student population, with smaller schools having a
more difficult time accessing capital; and total school revenue and commitment of other public resources (page E 18).

After the projects are ranked by need, projects are scored by the school’s capacity to assume debt. Finally, they are
scored by the specific project’s timeline for implementation (page E 19).

The applicant intends to leverage $35 million with a $5 million award (a 7:1 ratio). It will utilize its exiting partners and
lenders from its first CE award, and will continue to work to open the market for new investors.  Because the applicant is a
state agency, it has its own bonding capacity and other sources of funds (page E 20).

The National Alliance for Public Charter Schools ranked Massachusetts 11th out of 43. The CER ranked Massachusetts
at 20 (page E 21).

The applicant states that its past charter school activities are replicable now for other states (page E 18). While the
program design works in Massachusetts, the applicant did not explain how it could work in other states.

Although the applicant established a good scoring system for need and likelihood of success, it did not explain how it
would determine the type and amount of assistance to be given (page E 19).

Relative to the leverage section, the applicant did not address the variety of charter schools to be assisted, for example
early-start charter schools (page E 20).

The applicant did not discuss project costs in this section, so this assessment could not be made.

The number of schools to be served each year is small (2) and the amount of the guarantees are relatively high per
school ($1.5 million / 2 = $750,000 per school).

The Logic Model should include inputs, outputs, performance goals, and length of time for outcomes (page E 113).

Weaknesses:

28Reader's Score:

Selection Criteria - Quality of Project Services

Quality of project services. In determining the quality of project services, the Secretary considers

a) The extent to which the services to be provided by the project reflect the identified needs of the
charter schools to be served;

b) The extent to which charter schools and chartering agencies were involved in the design of, and
demonstrate support for, the project;

c) The extent to which the technical assistance and other services to be provided by the proposed grant
project involve the use of cost-effective strategies for increasing charter schools� access to facilities
financing, including the reasonableness of fees and lending terms; and

1.
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d) The extent to which the services to be provided by the proposed grant project are focused on
assisting charter schools with a likelihood of success and the greatest demonstrated need for
assistance under the program.

The applicant explained the special type of funding charter schools require, since they do not receive facility funds from
the state, and their charter periods are shorter than those of the loans they need for school facilities. A pipeline of 20
schools has been created; with $29.5 million in guarantees required to support the $253 million of project costs (page E
28 and 105). The need exists; the amount of funds requested is a good beginning.

The Massachusetts Charter Public School Association channeled the charter schools' request for a Charter School Loan
Guarantee to MassDevelopment. The initial program included 40 charter schools, the state's charter school association,
the Massachusetts Department of Elementary and Secondary Education, and MassDevelopment. Two CE rounds have
been funded (page E 29).

MassDevelopment provides site engineering, architectural design, permitting, and property management consulting
services in addition to the Charter School Loan Guarantee Program. Low interest loans are also available to pay for
predevelopment activities. Remediation loans are available through the Brownfields Redevelopment Fund. Mass
Development offers tax-exempt bonds for school facilities, 1-2% lower than the market rate. To further lower costs,
MassDevelopment bids out the legal, underwriting, and trustee work. The TechDollars Program provides lower cost
financing for non-profits.  Altogether, these programs cover a large array of financing for charter schools' needs. These
programs work for leaseholds, acquisition, and development. The terms and functions of these programs and the CE
guarantee provides access to capital not otherwise available, at lower rates for longer periods of time (past the initial 5
year charter period). Page E 31.

Although the definition of “new replicable schools” is not clearly provided, because of the Department of Elementary and
Secondary Education’s involvement and strict quality control, the schools are more likely to be successful (page E 33).

The applicant will target schools located in underperforming districts that are targeted for improvement, and have a high
percentage of low-income families (page E 33).

Strengths:

The information used for the original program design was over ten years old. The applicant should use more current data
(page E 29).

The applicant intends to target new replication charter schools, which are those that use the existing model of charter
schools. This needs further explanation (page E 33).

Weaknesses:

13Reader's Score:

Selection Criteria - Adequacy of Resources

Capacity. In determining an applicant�s business and organizational capacity to carry out the project,
the Secretary considers:

a) The amount and quality of experience of the applicant in carrying out the activities it proposes to
undertake in its application, such as enhancing the credit on debt issuances, guaranteeing leases, and
facilitating financing;

b) The applicant�s financial stability;

c) The ability of the applicant to protect against unwarranted risk in its loan underwriting, portfolio
monitoring, and financial management;
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d) The applicant�s expertise in education to evaluate the likelihood of success of a
charter school;

e) The ability of the applicant to prevent conflicts of interest, including conflicts of interest by
employees and members of the board of directors in a decision-making
role;

f) If the applicant has co-applicants (consortium members), partners, or other grant project participants,
the specific resources to be contributed by each co-applicant (consortium member), partner, or other
grant project participant to the
implementation and success of the grant project;

g) For State governmental entities, the extent to which steps have been or will be
taken to ensure that charter schools within the State receive the funding needed to
obtain adequate facilities; and

h) For previous grantees under the charter school facilities programs, their performance in
implementing these grants.

The applicant was created in 1998 to act as Massachusetts' finance and development authority. Relative to charter
school, MassDevelopment issued 50 tax-exempt and Qualified Zone Academy Bonds valued at $411 million to 29 charter
schools, and made loans valued at $17.7 million to 20 charter schools (page E 34). The applicant also provided 16 charter
school loan guarantees valued at $15.7 million (page E 35). The applicant has considerable experience financing charter
schools.

The applicant was rated by Standard and Poor.  Its credit rating was A+/Stable/A-1. Standard and Poor defines this as:
“The obligor's capacity to meet its financial commitment on the obligation is very strong.”

MassDevelopment’s audited financial statements for 2013 and 2012 were provided. The statement for 2012 was
unmodified. The statement for 2013 was performed by a new auditor in accordance with accounting principles generally
accepted in the U.S.  In 2013 it held assets of $589 million, which exceed liabilities by $393.7 million. The applicant
demonstrates strong financial stability.

The applicant provided its Charter School Loan Underwriting Policy and Reporting Procedures (page E 86) for loans and
guarantees. It is a basic and simple policy covering items such as: terms of loans and guarantees, amortization
requirements, debts service coverage ratios, collateral, fees, and other information as required.

Between 2009 and 2013 portfolio losses ranged between .27% and 2.12% averaging .9%/year over the past 5 years.
These are very low by industry standards. No charter schools are in default (page E 41).

The applicant partnered with the Massachusetts Charter Public School Association and the Massachusetts Department of
Primary and Secondary Education to obtain expertise in education (page E 42).

The applicant, as a state entity, is required to follow state law from the State Ethics Commission. The law is entitled “The
Conflict of Interest Law.” It provides definitions and details scenarios and situations of conflicts, and provides directives for
behavior (Attachment 12, Page E 114).

Mass Development manages numerous funding sources, and can issue bonds and make loans. Tax-exempt bonds, New
Markets Tax Credits funds, and Qualified Zone Academy Bonds are under its purview (page E 44).

Information provided on the Performance Report Summary Sheet (page E 57) demonstrates: $179 million of financing has
been leveraged since the inception of the grant project; $157 million has been directly credit enhanced; a very small
amount is open or available to serve additional charter schools; 19 schools and 26 transactions have occurred since the
beginning of the program. Overall, the leverage ratio form the original 2003 grant is 19:1. This represents a solid credit
enhancement program.

Strengths:
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Lease guarantees were not discussed (page E 35).

The applicant mentions delinquencies on loans due over 90 days totaling approximately $2.7 million. The loans are being
renewed, but the applicant did not explain what it will do to prevent this from happening in the future (page E 40).

Although the partners are experienced with education, the applicant did not explain how their services would determine
the likelihood of success of a charter school (page E 42).

The applicant does not appear to maintain any in-house expertise in education. The applicant does not provide any
information about its Board.

The applicant states there are no co-applicants, which is correct; however, partners and grant project participants are to
be included in this section. The Massachusetts Department of Primary and Secondary Education, Massachusetts Charter
Public School Association (MCPSA), and DESE are partners, and their resources should be specified (page E 42).

Weaknesses:

32Reader's Score:

Selection Criteria - Quality of Project Personnel

Quality of project personnel. In determining the quality of project personnel, the
Secretary considers--

a) The qualifications of project personnel, including relevant training and experience, of the project
manager and other members of the project team, including consultants or subcontractors; and

b) The staffing plan for the grant project.

1.

Three partners including LISC, the Massachusetts Department of Primary and Secondary Education, and the
Massachusetts Charter Public School Association advise the applicant (page E 47).

A lead in MassDevelopment was identified for the program, an expert in tax-exempt bonds and QZABs was identified, and
a director of five personnel who will monitor the loans and lease guarantees was identified.  Leads for maintaining
financial records and for providing legal advice were also identified (page E 47).

Strengths:

While the staffing plan was outlined, only three resumes were provided for the applicant’s staff, and not were provided for
its partners (page E 107).

No information on the Board was provided.  Boards general provide oversight and make the decisions for the
organizations.

Write out acronyms such as BESE. No points deducted.

Weaknesses:

12Reader's Score:

Priority Questions

Competitive Preference Priorities - Competitive Preference Priorities
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This priority is the capacity of charter schools to offer public school choice in those communities with
the greatest need for school choice based on--

a) The extent to which the applicant would target services to geographic areas in which a large
proportion or number of public schools have been identified for improvement, corrective action, or
restructuring under Title I of the Elementary and Secondary Education Act of 1965 (ESEA), as amended.

b) The extent to which the applicant would target services to geographic areas in which a large
proportion of students perform below proficient on State academic assessments; and

c) The extent to which the applicant would target services to communities with large proportions of
students from low-income families.

Note: In order to receive competitive preference points under this priority, applicants serving charter
schools in States operating under ESEA Flexibility that have opted to waive the requirement in ESEA
section 1116(b) for local educational agencies (LEAs) to identify for improvement, corrective action, or
restructuring, as appropriate, their Title I schools that fail to make adequate yearly progress (AYP) for
two or more consecutive years should target services to geographic areas in which a large proportion or
number of public schools have been identified as priority or focus schools, or belonging to a subset of
other Title I schools specifically identified as low-achieving under the State�s approved ESEA flexibility
request (see the June 7, 2012, �ESEA Flexibility� document at http://www.ed.gov/esea/flexibility).

1.

The applicant stated it would give priority to charter schools using the three criteria listed in the Competitive Preference
Priority (page E 48).

Strengths:

The applicant did not identify the number or percentage of charter schools in connection with the Competitive Preference
Priorities.

The applicant should identify if ESEA waivers are involved in its program.

Weaknesses:

10Reader's Score:

Status:

Last Updated:

Submitted

04/15/2014 02:52 PM
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Quality of Project Design

1. Project design
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35
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Quality of Project Services

1. Project services
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Adequacy of Resources

1. Capacity
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35
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30

Quality of Project Personnel
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Technical Review Form

Panel #1 - 2014 CESCF - 1: 84.354A

Reader #4: **********

Applicant: Massachusetts Development Finance Agency (U354A140008)

Questions

Selection Criteria - Quality of Project Design

Quality of project design and significance. In determining the quality of project design and significance,
the Secretary considers--

a) The extent to which the grant proposal would provide financing to charter schools at better rates and
terms than they can receive absent assistance through
the program;

b) The extent to which the project goals, objectives, and timeline are clearly specified, measurable, and
appropriate for the purpose of the program;

c) The extent to which the project implementation plan and activities, including the partnerships
established, are likely to achieve measurable objectives that further the purposes of the program;

d) The extent to which the project is likely to produce results that are replicable;

e) The extent to which the project will use appropriate criteria for selecting charter schools for
assistance and for determining the type and amount of assistance to be given;

f) The extent to which the proposed activities will leverage private or public sector
funding and increase the number and variety of charter schools assisted in meeting their facilities
needs more than would be accomplished absent the program;

g) The extent to which the project will serve charter schools in States with strong
charter laws, consistent with the criteria for such laws in section 5202(e)(3) of the
Elementary and Secondary Education Act of 1965;

h) The extent to which the requested grant amount and the project costs are
reasonable in relation to the objectives, design, and potential significance of the
project; and

i) The extent to which the proposed project is supported by strong theory (as
defined in 34 CFR 77.1(c)).

1.

(a) The applicant has asked for a CEP grant to support the Agency’s Charter School Loan Guarantee Fund to provide
funding options for a pipeline of 20 school facility projects with a total cost exceeding $253.3M. The guarantee will provide
these schools with a reduced cost of funds with below market guarantee fees.  They will also do leasehold improvements
and lend up to 120 % LTV. See page e13-e14
(b) The project goals are clear, measurable and target areas where the applicant will target their efforts.  The applicant
has a strong history in meeting similar goals having received two CEP grants in the recent past.
(c) The applicant will utilize the same program design, structure and system to distribute grant funds for this project as it
did for two previous successful CEP grants received from the Department of Education. See page E16-17
(d) The applicant has developed a service delivery model with other stakeholders in the state that has been presented as
an example of best practice in a credit enhancement model at peer gatherings and conferences. Page e21
(e) The applicant will utilize the competitive preference criteria in the charter school selection process. Specifically, that
will include schools that have been identified for improvement, corrective action, or restricting under Title 1, geographic

Strengths:
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areas in which a high percentage of students performed below proficient on the state’s academic assessments and,
communities with a high percentage of students from low income families as measured by the percentage of students
receiving free or reduced lunch. See page 6
(f) Building on the original CEP grant of $10.025mm received by the applicant, they have successfully leveraged
additional private sector funds at a 19:1 ratio for a total of $193.7 million. They have also leveraged additional private
sector funds from LISC, the Boston Foundation and made a personal contribution to the Charter Guarantee fund of
$1mm.
(g) Massachusetts has one of the strongest charter school laws in the country (11 out of 43) See page 9-12. This is where
the applicant plans to continue credit enhancement work they began with the two previous DOE grants. The DESE
Criteria articulates performance standards for charter school accountability. The Massachusetts Charter School
Accountability Guide details the systems and structures used to evaluate each charter in relation to the criteria and the
applicant addresses, tracks and evaluate its pipeline to ensure accountability.
(h) A review of the 5 year cash pro forma, dollar amounts and number of guarantees appear reasonable. See E 134
(i) The Logic Model is appended at page E113 and summarizes stakeholder roles and responsibilities. It is the same
model the applicant has utilized in successfully disbursing two other CEP grant awards.

(a) No benchmarks or market rates are presented.
(c) Specific state program guidelines and features make it unlikely that this program can be replicated.
(e) No information is presented  on what the applicant will do going forward to leverage funds. Amounts and commitments
from private sector are current.
(i) The logic model lacks inputs, outputs and milestones.

Weaknesses:

27Reader's Score:

Selection Criteria - Quality of Project Services

Quality of project services. In determining the quality of project services, the Secretary considers

a) The extent to which the services to be provided by the project reflect the identified needs of the
charter schools to be served;

b) The extent to which charter schools and chartering agencies were involved in the design of, and
demonstrate support for, the project;

c) The extent to which the technical assistance and other services to be provided by the proposed grant
project involve the use of cost-effective strategies for increasing charter schools� access to facilities
financing, including the reasonableness of fees and lending terms; and

d) The extent to which the services to be provided by the proposed grant project are focused on
assisting charter schools with a likelihood of success and the greatest demonstrated need for
assistance under the program.

1.

Strengths:
(a) The applicant has an existing pipeline of 20 charter schools with financing needs in excess of $225 mm requiring an
estimated dollar amount of $29.8 mm. in loan guarantees. Due to the unique charter school funding process in
Massachusetts which does not allow charters to access revenue by the state building authority or property tax revenues,
this CEP grant is critical to providing adequate funding for their expansion or facility financing needs.

Strengths:
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(b) The Massachusetts Charter School Public Association provided key input into the loan guarantee program design.
Other stakeholders providing input included 40 charter schools, the Massachusetts DESE and a Charter School Advisory
Board. See pages E29-30.
(c)The technical assistance offered by the applicant will be offered from internal resources. Site assessment and financial
remediation assistance will be made available at zero interest through a state fund managed by the applicant. Tax exempt
bond market access will be provided at below market interest rates and other soft costs such as attorney, underwriter and
bond counsel are bid out by the applicant. The net effect of these services is to provide cost effective strategies for
utilizing these services thereby reducing issuance costs.

(d) The applicant will focus its assistance on new replication charter schools that have already received approval from the
state’s BESE. These schools are located in underperforming school districts and fully meet title 1 criteria. The state
implementation of strict quality control regarding the academic success of these schools along with the Title 1
requirements concerning need will ensure that the applicant serves schools with the highest need and most likelihood of
success.

Weaknesses:

15Reader's Score:

Selection Criteria - Adequacy of Resources

Capacity. In determining an applicant�s business and organizational capacity to carry out the project,
the Secretary considers:

a) The amount and quality of experience of the applicant in carrying out the activities it proposes to
undertake in its application, such as enhancing the credit on debt issuances, guaranteeing leases, and
facilitating financing;

b) The applicant�s financial stability;

c) The ability of the applicant to protect against unwarranted risk in its loan underwriting, portfolio
monitoring, and financial management;

d) The applicant�s expertise in education to evaluate the likelihood of success of a
charter school;

e) The ability of the applicant to prevent conflicts of interest, including conflicts of interest by
employees and members of the board of directors in a decision-making
role;

f) If the applicant has co-applicants (consortium members), partners, or other grant project participants,
the specific resources to be contributed by each co-applicant (consortium member), partner, or other
grant project participant to the
implementation and success of the grant project;

g) For State governmental entities, the extent to which steps have been or will be
taken to ensure that charter schools within the State receive the funding needed to
obtain adequate facilities; and

h) For previous grantees under the charter school facilities programs, their performance in
implementing these grants.

1.
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(a) The applicant has a strong history on its own and before it was created through its predecessor organizations issuing
tax exempt bonds. Since 1995 it has issued 50 tax exempt facility financing bonds totaling $411.3 mm on behalf of 29
charter schools and made loans to charter schools totaling $17.7mm. During its last 5 fiscal years the applicant closed
147 loans totaling $143 mm and 76 guarantees totaling $34 mm. Page
 (b) A review of attachments 7&8 as well as the S&P Ratings evaluation reveals a financial stable organization. Their
counterparty credit risk rating is A+/Stable/A1. Their strengths are financial and operational support from the
Commonwealth, a strong capital and liquidity position and the presence of diversified business lines.
(c)The applicant has written underwriting and risk management criteria.
(d)The applicant has strong expertise and cooperative working relationships through the Mass Charter School Public
School Association and the Mass Department of Elementary and Secondary Education. They also meet quarterly with the
Charter School Advisory committee. Page 30-31
(e) The applicant has a written conflict of interest policy in place.
(f) There are no co-applicants to this request so this question is not applicable.
(g) The applicant works to ensure that charter schools within the state receive adequate funding by issuing tax exempt
bonds on behalf of charter schools and managing the Charter School Loan guarantee program.
(h) Previous grant performance has been outstanding. See E57 They received two previous awards and have issues
guarantees of at least $30.8 mm which have supported loan amounts in excess of $193.7mm. There have been no losses
paid under any guarantee. Additionally, the applicant leverages funds from LISC and the Boston Foundation.

Strengths:

(a) Lease guarantees are mentioned but not discussed in detail.
(b) According to the S&P ratings, the applicant shows volatile financial performance and a geographic concentration of
risk that exposes the agency to weak conditions in the Massachusetts real estate market. The applicant’s restatement of
2012 earnings does not appear to be the result of a material finding but rather a misclassification due to a change in
accounting standards due to the implementation of GASB 65. See page 60. The applicant does however have severe
portfolio delinquency issues. See page 28.  Notwithstanding this fact the applicant has received a satisfactory review from
its loan portfolio review contractor for the past 10 years. This is inconsistent.
(c) Although the applicant has a diverse array of business lines, its financial status is closely tied to its reliance on state
capital and grant contributions. It has fluctuating earnings and has reported losses in every year since 2002 except one.
Given the cyclical nature of the real estate market however and the reliance on government incentive to complete
economic development projects through less than ideal underwriting findings this is not a fatal finding for the CEP
program.

Weaknesses:

30Reader's Score:

Selection Criteria - Quality of Project Personnel

Quality of project personnel. In determining the quality of project personnel, the
Secretary considers--

a) The qualifications of project personnel, including relevant training and experience, of the project
manager and other members of the project team, including consultants or subcontractors; and

1.
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b) The staffing plan for the grant project.

(a) The applicant has a  strong financing expertise in place  to administer the CEP grant. The program manager named is
responsible for the management of two previous CEP grants. See page E46.
(b) The staffing plan, appended at page 35 is reasonable and fully addresses organizational program delivery.

Strengths:

(a) No information is presented on the Board of directors who generally have oversight responsibility. this is a structural
program feature that limits replicability.

Weaknesses:

13Reader's Score:

Priority Questions

Competitive Preference Priorities - Competitive Preference Priorities

This priority is the capacity of charter schools to offer public school choice in those communities with
the greatest need for school choice based on--

a) The extent to which the applicant would target services to geographic areas in which a large
proportion or number of public schools have been identified for improvement, corrective action, or
restructuring under Title I of the Elementary and Secondary Education Act of 1965 (ESEA), as amended.

b) The extent to which the applicant would target services to geographic areas in which a large
proportion of students perform below proficient on State academic assessments; and

c) The extent to which the applicant would target services to communities with large proportions of
students from low-income families.

Note: In order to receive competitive preference points under this priority, applicants serving charter
schools in States operating under ESEA Flexibility that have opted to waive the requirement in ESEA
section 1116(b) for local educational agencies (LEAs) to identify for improvement, corrective action, or
restructuring, as appropriate, their Title I schools that fail to make adequate yearly progress (AYP) for
two or more consecutive years should target services to geographic areas in which a large proportion or
number of public schools have been identified as priority or focus schools, or belonging to a subset of
other Title I schools specifically identified as low-achieving under the State�s approved ESEA flexibility
request (see the June 7, 2012, �ESEA Flexibility� document at http://www.ed.gov/esea/flexibility).

1.

(a) The applicant will give priority to charter schools based upon the above referenced criterion in subsection A. Schools
are identified in two ways, through the state Department of Elementary and Secondary Education which maintains a
repository of data for this criterion as well as through application funding which will ask whether the school will serve
students that met this criteria. See page 36
(b) The applicant will also give priority to schools located in geographic areas where a large proportion of students
perform below proficient on the state academic assessments. See page 36. It will also focus on areas in which the public
schools have been identified for improvement, corrective action or restricting under Title 1.
(c) The applicant has similarly decided to focus on charter schools located in neighborhoods with large proportions of
students from low income families as measured by the percentage of students receiving free or reduced cost lunch.See
page 36

Strengths:
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(a) The applicant does not address the ESEA waiver.
(b) The applicant does not include the number and percentage of schools to be served.

Weaknesses:

12Reader's Score:

Status:

Last Updated:

Submitted

04/15/2014 03:32 PM
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