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using the best practices mentioned in this publication, report or 
presentation are encouraged to seek the advice of a skilled legal, 
financial and/or registered municipal advisor. Questions concerning 
this publication, report or presentation should be directed to 
info@cdfa.net. 
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We have facility/infrastructure needs what 
should we do?

P3
(Financing through 
capital markets and 

hybrids)

Direct 
Support

(grant/appropriation)

Bond 
financing
Tax exempt and taxable



Education - What is driving the rise of  
public-private partnerships (P3s)? 

•Significant infrastructure (new school facilities, 
energy, housing, etc.) or other needs 
•Limited available funding resources (pay as you go)
•Third Party Expertise (Construction/Management)
•Core Competency
•Perception of the “Ease in contracting and 

obtaining capital market based financing”
•Politics
•We need a lot done – Immediately – and we can’t 

do it all with our current processes!



Typical P3 Goals

• Transfer risk on capital assets to private sector (design,

construction, schedule, financing, leasing, management and

maintenance, etc.)

• Access new capital markets for project financing thus freeing

balance sheet for core projects

• Reduce debt burden by transferring debt obligations to private

sector

• Unlock equity on valuable land at reasonable risk utilizing the

capital, resources and skills of the private sector

• Keep Educational institution focused on core mission by

leveraging private sector expertise and innovation to support

project delivery and operations



Types of  P3 Transactions

• Availability-based payment structures – (Most typical in an education
setting) Developer constructs new infrastructure/facilities - After
construction completion, the private developer is entitled to payments from the
government as long as contract conditions are fulfilled. Availability payments are
sized to cover operating and maintenance costs, debt service costs and equity
returns. This model is often used for new school facilities, libraries, administration
buildings and energy projects.

• Concession/Demand-risk projects - Project is largely financed by user
payments and we monetize the new or existing asset. This model is often used for
roads, student housing, dining and student unions, campus hotels, and parking.
Less Risk to owner.

• Asset monetization – monetizing public assets for commercial development and
the funds are used for new public facilities (for example schools) This model is often
used for any new facilities where the land or facilities owneb by a school is valuable
(cities, certain communities, etc.).

• Hybrids (evolution of the project need) – Don’t be stuck in a model. Do
what you need for your situation.



What can you do with a P3?

•Housing (Student and faculty)

• New facilities (school buildings, specialized buildings, service 
based buildings, sport facilities, new campuses, etc.)

• Energy Infrastructure – Net Zero Goals
• Energy efficiency of buildings
• Energy Production (solar, wind, co-generation, etc.)
• Heating
• Cooling
• Steam

• Water/waste water

• Parking 

• Roads



Examples of  Education Projects

• College/University 
• Student housing only P3s – paid for directly by students to 

developer (Covid impact when schools are closed - the housing is 
privately owned)  

• Campus P3s- student housing, classrooms, recreational facilities 
and research buildings, and underlying infrastructure to support 
these new facilities (mix of payments)

• Take Over Campus Utilities P3s - Utility infrastructure projects –
may include an upfront payment to university (for existing 
utilities) that are later repaid through fees (utility and other 
payments) paid to developers over the life of the project.

• Mix of new heating and cooling infrastructure, energy production 
(PV) and Energy Efficiency paid through availability payments

• Public School K-12
• New School P3s – first of a kind 



What is the “Owner” Purchasing?

•Educational Institution typically Looking at a 
developer for the following: 
•Design Build Finance Operate Maintain (DBFOM)
•Design Build Finance Maintain (DBFM)
•Design Build Finance (DBF) (asset monetization)  



What are the benefits

• Projects can obtain the benefit of management and 
construction expertise where the developer has the 
incentive to complete the project on time and on budget

• Capital Market participants (investors) oversee and 
include checks and balances in the project

• Third party input into the project (lender and expert 
consultants)

• Creates potential additional revenue

• Long-term management and investment incentives in the 
projects

• If a project runs into trouble – investors have incentive to 
find other managers and make the project work



What are the Risks

• Market Risks in a long-term RFP Process

• Inability to finance the project

• Project does not work as intended or the developer does not perform 

• Budget Planning – moving revenues to another party and impacts of 
losing the revenue

• Impact to current workforce (which may not be feasible and there are 
ways to mitigate)

• Politics and Reputation if something goes wrong on the project

• Schedule

• Risk allocation between the parties

• Budgetary Scoring for some entities 
• What is the accounting treatment of the project of certain obligations –

especially termination payments

• Third Party liabilities



Seems Simple – but….

• Identify the needs

• Analyze whether P3, traditional financing other options are the right fit

• Know the process and authorities 

• Know the other RFPs on the street – can developers respond to your 
project

• Understand the market and the requirements – evolution of deals 
➢ How will the project be paid for by the Educational Institution?

➢ Availability payments, Concession, Mix of funding, etc.

➢ Sharing of Risk

➢ Ability of Private Sector partner to finance the project 

➢ Long-term financial obligations Exist
➢ Guaranty of demand (for example where demand does not occur at levels required to 

support debt-service)

➢ Understand Termination payments (default and convenience)
➢ Specific and well defined contingent liabilities obligations if terminate for convenience or 

default and need to foreclose  



What are other key issues? 

• Understand long term costs when analyzing your project
• Developers need a return

• Transaction costs

• Oversight

• Understand the Savings over the long-term and benefits
• Reinvestment requirements

• Management strength

• Risk
• More complex projects often carry more risk,

• Understand that risk transfer is never complete given a
government/university interest in project success.



Typical Phases of  the P3 Process

P3 Needs Analysis

Project Selection

RFQ/ Prequalification

Request for Proposals

Financial Close

Contract Management (of Construction)

P3 Contract Negotiation

Termination/End of Term

Owner Control

Contractor  Control

Authority Approval of the Project
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Project Acceptance 
for Use

Contract Management (of Operation and Management)



K-12 - Prince Georges County Public Schools

"This investment will provide our students with a quality 
education within the walls of  modernized and new state of  the 
art facilities.” School system CEO Monica Goldson. 

• Developer is responsible for life-
cycle maintenance.

• PGCPS is responsible for the 
day-to-day maintenance

• 30 year term

• PGCPS will own the facilities.

• 6 New Schools in the Project 
(target date for delivery of all is 
in  2023)

• Hybrid P3 with AP to fit the 
needs of the School System

• Private developer to finance the 
construction and maintenance 
of the School replacement 
buildings. 
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THANK YOU

Sign up for our monthly newsletter:

facilitycenter.publiccharters.org

Join our LinkedIn group: 

Public Charter School Facilities
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▪ Options to borrower money on a Tax-Exempt Basis

- Traditional Bank Financing vs. Tax-Exempt Bond Market

▪ Overview of the Tax-Exempt Bond Market

- Who is eligible to borrower on a tax-exempt basis

- Types of Municipal Bonds

- Importance of Credit Ratings

- Payments made post-closing

▪ Correlation between Funds Flow and Tax-Exempt Rates

- Impact of Covid-19 on the markets in 2020

Case Study – Two Rivers Public Charter School – Washington, DC

- $40.69 million Tax-exempt Bond Issue

Case Study – Hillcrest Christian School – Thousand Oaks, CA

- $20.51 million Tax-exempt and Taxable Bond Issue

Outline for Bonds to Bricks to Finance Your Educational Facility
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Raising Capital on a Tax-Exempt Basis

Pros:  

▪ Amortizations of up to 35 years 

▪ No need for an equity contribution 

▪ Fixed rates available

▪ Interest rates can be fixed for 35 years

▪ Best suited for long-term needs

▪ No prepayment penalties

▪ 100% + financing available

Cons: 

▪ Need must be $6.0 million or greater

▪ IRS restrictions on use of bond proceeds

▪ Cost of issuance is higher, but fees can 

be financed as a use of proceeds

Tax Exempt Bank Loan Tax Exempt Bond Issue

Pros:

▪ Amortizations of up to 25 years 

▪ Fixed and variable rates available

▪ Interest rates committed for 7 to 10 years

▪ Suited for short to intermediate term needs

▪ Cost of issuance is lower

▪ More cost effective for smaller loans

Cons: 

▪ Viewed on a (80/20) Loan to Value (LTV) 

▪ Loan rate often reprices in 5 or less

▪ Balloon payments need to be refinanced

▪ Requires an equity contribution – minimum 

20%

▪ Prepayment penalties can be costly
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▪ Non-profit borrowers enjoy the benefit of tax-advantaged borrowing through the use of tax-exempt bonds. In

the typical tax-exempt bond transaction, a taxing body or a conduit governmental agency issues bonds

carrying interest rates below those of taxable bonds on behalf of the non-profit borrower

▪ Upon issuance, the bonds are purchased by an underwriter and sold to institutional investors, the general

public, or both. The conduit agency in a Revenue Bond issue simultaneously lends the proceeds to the non-

profit borrower at repayment terms specified in the loan agreement and the bond indenture

▪ Non-profit borrowers have the option to issue bonds based on their own credit merit. When accessing the

public market, investors will rely on the rating provided by Moody’s, Standard & Poor’s or Fitch to determine

the appropriate cost of capital rates. If the non-profit borrower is unable to achieve an Investment Grade

designation, interest rates are likely to be higher as the universe of investors shrinks. In either case,

investors will require financial covenants, collateral, and/or monies set aside in the case the borrower is

unable to make a scheduled payment. Any combination of the above may be required at the time of

financing based on the market conditions

Access to the Municipal Bond Market
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▪ GENERAL OBLIGATION BONDS – HIGHER CREDIT QUALITY

- Backed by “full faith and credit” or unlimited taxing powers of a gov’t entity

- Issuers will collect taxes in an amount sufficient to repay principal and interest

- Bondholders have “first call” on all taxes

- Requires taxing authority

- May require voter approval or be subject to certain limits on amount of debt which may be 

issued

▪ REVENUE BONDS – LOWER CREDIT QUALITY

- Backed by a specific revenue stream of Per Pupil Funding or Tuition

- Sources of payment matched to the project financed

- Users pay cost of project and financing

- A variety of revenues can be pledged to pay debt service

- Covenants with bondholders may limit additional bonding capacity

Types of Municipal Bonds: General Obligation and Revenue

Municipal bonds are divided into two categories which determine how the 

bonds will be repaid over time:  General Obligation Bonds and Revenue Bonds
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Credit Rating Matrix

Moody’s Standard & Poor’s1 Fitch Definitions

AAA AAA AAA Prime, Maximum Safety
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1 Moody’s Investors Service, Standard & Poor’s and Fitch Ratings are nationally recognized rating agencies in the municipal marketplace
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Bond 
Proceeds

Standard Revenue Bonds – Flow of Funds

➢ Receives Rate of Return

➢ Provides capital for the project

➢ Will receive quarterly continuing 

disclosure of financial statements 

and enrollment and waiting list data 

➢ Will receive monthly payments of 

principal and interest from 

Charter School

➢ Makes semiannual payments to 

bond holders

➢ Oversees the bond proceeds 

after the closing

➢ For construction projects the 

Trustee will hold the bond 

proceeds and funds would be 

requested from Trustee until 

construction is complete or funds 

are fully expended.

➢ Non-Profit borrows money to 

refinance debt, acquire or 

renovate building

➢ Non-Profit Borrower 

mortgages the building as a 

security for the Bonds

➢ Non-Profit Borrower makes 

monthly payment of principal 

and interest to Trustee

➢ Borrower will make annual / 

quarterly / monthly continuing 

disclosure posting to EMMA 

through continuing disclosure 

agent (DAC)

➢ Borrower make at least one 

investor call annually (could be 

more often if a project includes 

construction)

Bond 
Proceeds

Monthly      
Debt Service

Semiannual 
Debt Service

Non-Profit
Borrower

Trustee
Institutional Bond

Investors
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Municipal Bond Fund Flows for 2020
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Municipal Bond Fund Inflows & Outflows ($ in millions)
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Impact of Covid-19 led to tremendous 

outflows, leading to extreme volatility, 

lack of liquidity, and a corresponding 

spike in rates of more than 2% in the 

AAA MMD Index.



30 Year – AAA MMD INDEX – 2015 to 2020
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March through May 2020 volatility from extreme outflows from bond funds led 

to a spike in rates of more than a full 2% jump in the index.   Once stimulus 

was implemented liquidity returned to the markets leading to lower rates.



10 Traits That Improve Borrowing Costs

1. Waitlist Maintain accurate waitlist and purge it annually

2. Enrollment History Show consistent student demand & high retention year-over-year

3. Academic Performance Compare test scores to the district & other schools; AYP results

4. Competition Ensure program or curriculum is unique; what sets your school apart?

5. Charter Renewal One successful charter renewal “under the belt”

6. Board Composition A diversified background contributes to the success of the school

7. School Management Talented management team with clear succession plan

8. Financial Performance History of excess revenues and growing fund balance

9. Liquidity A strong balance sheet will lower your cost of capital

10. Debt Ratios Debt burden < 17%; average debt-per-student ($15,000)
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▪ In October 2020, Truist Securities (f/k/a BB&T Capital 
Markets) closed on a $40,690,000 tax-exempt Series 2020 
Revenue Bonds for Two Rivers Public Charter School. The 
School is located in the District of Columbia and currently 
serves 920 Kindergarten through 8th grade students and 
operates three charter schools on two campuses.  This 
financing will allow the School to grow their enrollment to 
1,100 students in the near future. 

▪ The proceeds of the bonds were used to pay off a 2013 
bank loan, 2015 bank loan as well as a leveraged loan 
associated with NMTC’s, a subordinated loan, a 
construction loan all provided by Truist as well as paying all 
of the costs associated with issuing the bonds.   

▪ In 2018, Two Rivers began planning a $17.5 mm 
construction project for a middle school at the Young 
Campus.  Truist was concerned about debt capacity and 
passed on this loan request and Two Rivers opted to 
commence construction while simultaneously sourcing a 
variety of alternative lenders with the intent of paying off the 
existing debt and funding the cost of the new project, but 
ultimately turned to the tax-exempt bond market for a 
solution.

Case Study - Two Rivers Public Charter School - Refinancing
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$40,690,000

Series 2020

Tax-Exempt Education 

Revenue Bonds

Invest Grade Rating

Moody’s – Baa3

Creativity in the Structure:

The unique feature of this 

financing was Truist’s ability to 

successfully structure a public 

bond issue while preserving 

the benefits of the School’s 

2015 NMTC’s that will expire 

in 2022 and allow Two Rivers 

to have $2.7 million of their 

2015 $8.7 million loan to be 

forgiven.   



▪ In June 2020, Truist Securities (f/k/a BB&T Capital 

Markets) closed $20,130,000 tax-exempt (Series 

2020A) and $380,000 taxable (Series 2020B) in 

Revenue Bonds for Hillcrest Christian School (HCS or 

the school).

▪ The proceeds of the bonds were used by HCS to 

purchase and renovate a larger campus in Thousand 

Oaks, California.

▪ Hillcrest Christian School is based in Thousand Oaks, 

California, and serves preschool through 12th grade. 

Hillcrest Christian School is dedicated to serving the 

Christian community by providing high-quality Christian 

education and training for the development of well-

rounded students who will impact this world for the 

Lord Jesus Christ through Biblical thought and action.

Case Study - Hillcrest Christian – Turnaround Story

$20,510,000

Series 2020

Tax-Exempt and Taxable 

Education Revenue Bonds

Non-Rated Transaction

Flexibility in Call Structure:

The bonds were structured 

with flexibility to provide HCS 

with the ability to grow its 

enrollment over time. HCS 

plans to sell its existing 

campus by December 2021, 

so the bonds were also 

structured to allow HCS to use 

up to 30% of the proceeds 

from its existing campus sale 

to immediately redeem a 

portion of its 2020 bonds, 

lowering overall debt service.
n overview
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Disclaimer

This information has been prepared by Truist solely for information purposes. By accepting this material the recipient agrees that it will not

distribute or provide the material to any other person, and you specifically acknowledge that this information is confidential. This information

is provided for your information only, without charge, and for the specific purpose referenced herein, and is the specific work product of

Truist Securities. Accordingly, it should be treated as proprietary and confidential. The information is being distributed by Truist and or its

affiliates or subsidiaries (collectively “Truist”) on the basis that each person to whom it is communicated is reasonably believed to be an

investment professional or is a person to whom this information may otherwise lawfully be distributed. This information is not intended for or

directed at persons who do not have professional experience relating to investments and any such person receiving this information should

not act on it or rely on it. All recipients of this information should inform themselves about and observe any applicable legal requirements.

This information does not constitute an invitation to enter into any agreement in any jurisdiction and is not an offer, or the solicitation of an

offer, to buy or sell any of the products or securities described herein. Any terms or conditions contained herein are indicative, can be

changed at any time and are provided for discussion purposes only. This is intended as an outline only and does not purport to list or

summarize all of the terms and conditions of a particular transaction, nor to identify or define any or all of the risks that would be associated

with the purchase or sale of the products or securities described herein. All information contained herein is qualified in its entirety by the

information that would be contained in the final documentation for the transaction. The information contained herein does not purport to be

complete and should be considered by investors only in the light of such risk factors, disclaimers, lack of assurances and representations

and other precautionary matters, as disclosed in the relevant Offering Memorandum or transaction documentation. In the event of any such

offering, the information contained in the term sheet shall be deemed superseded, amended and supplemented in its entirety by such

Offering Memorandum or other transaction documentation. The information contained herein should not be construed as investment advise

or a recommendation to purchase the products or securities described herein. Prior to making an investment decision, potential investors

should conduct such investigation and analysis regarding the products describe herein as they deem appropriate and are expected to seek

the advice of their own counsel and other professional advisors, especially with respect to any legal, regulatory, tax or accounting treatment

of such matters. In particular, Truist is not responsible for providing any legal, tax, regulatory, financial or accounting advise to any

prospective investor. There can be no assurance that any projections can be realized, that forward-looking statements will materialize or

that actual returns or results will not be materially lower than those presented herein. Neither Truist, nor any director, officer or employee of

Truist, accepts any fiduciary responsibility or liability for any consequences, financial or otherwise, arising from the implementation of this

proposal. Truist, its affiliates and/or individuals associated therewith may have positions in the products or securities (including derivatives

thereof) referred to herein. The products or securities described herein are not deposits and are not insured by the FDIC.
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