October 6, 2003

Supporting Statement for the Reporting Requirements for the Charter Schools Facilities Financing Demonstration/Credit Enhancement for Charter School Facilities Program

1.  The Credit Enhancement for Charter School Facilities Program and its virtually identical antecedent program, the Charter Schools Facilities Financing Demonstration Program, authorized as part of the reauthorization of the Elementary and Secondary Education Act, have a statutory mandate for an annual report (respectively, Section 5227 and Section 10227).  In addition, a half-year report is required in the grant notices for both of these programs.  Since these programs are virtually identical, ED seeks to make the reporting requirements identical for the two programs.

Statutory/Application Notice Requirements

All grantees must provide the following on an annual basis:

A.  A copy of the most recent financial statements, and any accompanying opinion on such statements prepared by the independent public accountant reviewing the financial records of the grantee;

B. A copy of any report made on an audit of the financial records of the grantee conducted during the reporting period;

C. An evaluation by the grantee of the effectiveness of its use of the Federal funds in leveraging funds;

D.  A listing and description of the charter schools served during the reporting period;

E.  A description of the activities carried out by the eligible entity to assist charter schools in meeting the objectives of acquiring or constructing school facilities; and

F. A description of the characteristics of lenders and other financial institutions participating in the activities undertaken by the grantee during the reporting period.

Performance indicators

The performance indicators include:

A. The amount of funding grantees leverage for charter schools to acquire, construct, and renovate school facilities and

B. The number of charter schools served.

Unlike other discretionary grant programs administered by ED, this program is primarily a financial program.  These grantees draw down the entire amount of their grants after they sign a performance agreement acceptable to ED.  All grantees must invest grant funds and use these monies to leverage non-Federal funds for the purchase, renovation, or construction of facilities by guaranteeing, insuring, reinsuring debt and leases.  Monitoring these grants is critical to ensure that funds are properly invested, funds are properly spent or otherwise applied, and the grantees perform up to the level they committed to in their performance agreements.  Used properly, the funds should serve multiple charter schools and, over time, be recycled to help additional schools, thus extending these project grantee periods for approximately 30 years.  

Material events
While technically the material events report does not fall under the Paperwork Reduction Act at this point, because ED only has five grantees under this program, ED requests clearance in the event the total number of respondents exceeds 9.  Material events would be reported as they occur, and these reports are designed to prevent conflicts of interest.

Half-year report items
While technically the half-year report does not fall under the Paperwork Reduction Act at this point, because ED only has five grantees under this program, ED requests clearance in the event the total number of respondents exceeds 9.  Furthermore, these items are designed to complement and not duplicate those items in the annual report.  Since grant funds are essentially advanced to these grantees and these are multi-million dollar grants, ED does not believe that reporting on a semi-annual basis is overly burdensome.  (ED has the option of requiring grantees to report as often as monthly under 34 CFR 74.52(a)(2)(iv) when they receive an advance greater than $1 million.)  The half-year report will help ED monitor for both compliance and grantee performance.

Annual report items

The annual report items include both those in the attached EXCEL spreadsheet and those that will not be reported in that format.  Some of this information would be provided by fewer than 9 respondents.  However, some of ED’s grantees have indicated that they will have to contact charter schools to collect data items that they do not collect as part of their standard business procedures, causing the number of respondents to exceed 9.  OMB clearance is requested for the entire annual report in the event that the number of respondents should exceed 9.

The items that are provided annually but are not in the EXCEL spreadsheet include:  the IRS Form 990, the financial statements, the audit report, the half-year report items, and an evaluation by the grantee of the effectiveness of its use of Federal funds to leverage other funds.

To simplify reporting for the grantees, ED has divided the attached EXCEL spreadsheet into six sections: 1) Newly financed schools; 2) Previously financed schools; 3) Declined schools; 4) Wait-listed schools; 5) Budget; and 6) Schools receiving services other than guaranteeing or insuring debt.   Each section is explained below.  The information obtained in these annual reports would be used to monitor grantee performance.

1) Newly Financed Schools: This section includes basic school identifiers that reveal what types of schools and students have been served with program funds.  In addition, this section requests specific information regarding the financings, to assist ED in determining if the program provides better rates and returns than the schools would be otherwise able to obtain.  Information provided in this section will also identify any defaults or other problems tied to repayments, and how the grantee has used grant funds to remedy such situations.  This section requires details regarding the resulting facilities for each school (purchase, construction, and renovation details) and how such facility improvements and/or acquisitions may have enabled the schools to accommodate more students.  

2) Previously financed charter schools:  This section requests specific information regarding the financings, to assist ED in determining if the program provides better rates and returns than the schools would be otherwise able to obtain.  Information provided in this section will also identify any defaults or other problems tied to repayments, and how the grantee has used grant funds to remedy such situations.

3) Declined schools:  This section is critical to ED’s understanding of what types of schools are not being assisted by each credit enhancement strategy, as well as the reasons why such assistance is not being provided.  

4) Wait-listed schools:  This information will provide ED with insight regarding future funding decisions for this program.

5) Budget:  Since all of the grantee’s projects last for longer than the five years budgeted in the performance agreement, we seek to update these budgets.

6) Schools receiving services other than guaranteeing or insuring debt:  While our grantees will primarily focus on guaranteeing and insuring debt, we also seek to capture uses of funds for the other three statutory purposes of the program:  guaranteeing and insuring leases, facilitating lending, and facilitating bonding.

2. The reports will be used to monitor grantees for compliance with their performance agreements and the statutory and regulatory requirements for the program.  The reports will also be used to evaluate and improve the performance of the program.  Furthermore, the reports will be used by the Secretary to report to Congress required under Section 5227(b)(3)/10227(b)(3).

In addition, the reports or sections thereof may be added to the application package for the program (1810-0644) in the event that the Secretary includes past performance under either this program or the antecedent program, the Charter School Facility Financing Demonstration Grant Program, as a factor under the selection criteria for previous grant recipients.

3. The Department plans to accept electronically submitted performance reports in Excel that are eventually accompanied by a signature. 

4. The information supplied by the applicant is not in any other data collection, and is unique to this program and the particular grantees.  

5. Small businesses are not impacted by this data collection.

6. The Department needs the information to monitor and evaluate grantees.  If no information were collected, the Department would not be in compliance with the authorizing statute and the application notice.  In addition, the Department would not be able to report on its GPRA performance indicators for the program.  Data collection on at least a semi-annual basis is critical early in these grants to ensure that these new multi-millionaire grants are appropriately handled.  ED may request less frequent reporting after these grantees’ projects are established.

7. There are no special circumstances that require the collection to be conducted in a manner inconsistent with the guidelines in 5 CFR 1320.5.  

8. William R. Hough and Company, an investment bank serving as a financial consultant for the program, developed an initial draft of the material event, half-year, and annual reporting requirements.  These requirements were refined based on discussions with all five grantees and several offices within ED, including PPSS, Budget Service, Federal Student Aid, and the Office of the General Counsel.

9. No gifts or payments will be made to respondents other than the award to the grant recipient.

10. No assurance of confidentiality is provided.

11. There is no question of a sensitive nature in this collection of information.

12. Estimated respondent cost for a report is based on 5 hours per half-year report and     25 hours per annual report.  The figures are based on comments from some of ED’s grantees.  

We estimate respondent cost at an average of $25 per hour so that the average cost per half-year report would be $25 x 5 hours = $125.

We estimate respondent cost at an average of $25 per hour so that the average cost per annual report would be $25 x 25 hours = $625.

We expect that a total of 5 half-year and 5 annual reports will be received from grantees.  Total estimated cost: $3,750.

Estimated data burden for grants:

Annual reporting burden per response (preparing and submitting the half-year report):

5 hours x 1 response a year x 5 grantees = 25 hours

Annual reporting burden per response (preparing and submitting the annual report):

25 hours x 5 grantees = 125 hours

Total Burden for Grant = 150 hours

13. There are no startup costs to respondents.

14. Estimated annualized Federal cost:

Program Personnel:

1 person @ $32/hr. x 80 hours
=
$2,560

15. This is a new collection.

16. The Secretary will use the results to report to Congress and in reporting data under the Government Performance and Results Act.

17. The expiration date will be displayed on the information collection.

18. There is no exception to the certifications.

B. Statistical Methodology

This collection does not employ statistical methodology.

Program Statute

Subpart 2 — Credit Enhancement Initiatives To Assist Charter School Facility Acquisition, Construction, and Renovation

SEC. 5221. PURPOSE.

The purpose of this subpart is to provide grants to eligible entities to permit the eligible entities to demonstrate innovative credit enhancement initiatives that assist charter schools to address the cost of acquiring, constructing, and renovating facilities.

SEC. 5222. GRANTS TO ELIGIBLE ENTITIES.

(a) GRANTS- The Secretary shall use 100 percent of the amount available to carry out this subpart to award not less than three grants to eligible entities that have applications approved under this subpart to demonstrate innovative methods of assisting charter schools to address the cost of acquiring, constructing, and renovating facilities by enhancing the availability of loans or bond financing.

(b) GRANTEE SELECTION-

(1) EVALUATION OF APPLICATION- The Secretary shall evaluate each application submitted under section 5223, and shall determine whether the application is sufficient to merit approval.

(2) DISTRIBUTION OF GRANTS- The Secretary shall award at least one grant to an eligible entity described in section 5230(2)(A), at least one grant to an eligible entity described in section 5230(2)(B), and at least one grant to an eligible entity described in section 5230(2)(C), if applications are submitted that permit the Secretary to do so without approving an application that is not of sufficient quality to merit approval.

(c) GRANT CHARACTERISTICS- Grants under this subpart shall be of a sufficient size, scope, and quality so as to ensure an effective demonstration of an innovative means of enhancing credit for the financing of charter school acquisition, construction, or renovation.

(d) SPECIAL RULE- In the event the Secretary determines that the funds made available under this subpart are insufficient to permit the Secretary to award not less than three grants in accordance with subsections (a) through (c), such three-grant minimum and subsection (b)(2) shall not apply, and the Secretary may determine the appropriate number of grants to be awarded in accordance with subsection (c).

SEC. 5223. APPLICATIONS.

(a) IN GENERAL- To receive a grant under this subpart, an eligible entity shall submit to the Secretary an application in such form as the Secretary may reasonably require.

(b) CONTENTS- An application submitted under subsection (a) shall contain — 

(1) a statement identifying the activities proposed to be undertaken with funds received under this subpart, including how the eligible entity will determine which charter schools will receive assistance, and how much and what types of assistance charter schools will receive;

(2) a description of the involvement of charter schools in the application's development and the design of the proposed activities;

(3) a description of the eligible entity's expertise in capital market financing;

(4) a description of how the proposed activities will leverage the maximum amount of private-sector financing capital relative to the amount of government funding used and otherwise enhance credit available to charter schools;

(5) a description of how the eligible entity possesses sufficient expertise in education to evaluate the likelihood of success of a charter school program for which facilities financing is sought;

                                                                                                                                (6) in the case of an application submitted by a State governmental entity, a description of the actions that the entity has taken, or will take, to ensure that charter schools within the State receive the funding the charter schools need to have adequate facilities; and

(7) such other information as the Secretary may reasonably require.

SEC. 5224. CHARTER SCHOOL OBJECTIVES.

An eligible entity receiving a grant under this subpart shall use the funds deposited in the reserve account established under section 5225(a) to assist one or more charter schools to access private sector capital to accomplish one or both of the following objectives:

(1) The acquisition (by purchase, lease, donation, or otherwise) of an interest (including an interest held by a third party for the benefit of a charter school) in improved or unimproved real property that is necessary to commence or continue the operation of a charter school.

(2) The construction of new facilities, or the renovation, repair, or alteration of existing facilities, necessary to commence or continue the operation of a charter school.

SEC. 5225. RESERVE ACCOUNT.

(a) USE OF FUNDS- To assist charter schools to accomplish the objectives described in section 5224, an eligible entity receiving a grant under this subpart shall, in accordance with State and local law, directly or indirectly, alone or in collaboration with others, deposit the funds received under this subpart (other than funds used for administrative costs in accordance with section 5226) in a reserve account established and maintained by the eligible entity for this purpose. Amounts deposited in such account shall be used by the eligible entity for one or more of the following purposes:

(1) Guaranteeing, insuring, and reinsuring bonds, notes, evidences of debt, loans, and interests therein, the proceeds of which are used for an objective described in section 5224.

(2) Guaranteeing and insuring leases of personal and real property for an objective described in section 5224.

(3) Facilitating financing by identifying potential lending sources, encouraging private lending, and other similar activities that directly promote lending to, or for the benefit of, charter schools.

(4) Facilitating the issuance of bonds by charter schools, or by other public entities for the benefit of charter schools, by providing technical, administrative, and other appropriate assistance (including the recruitment of bond counsel, underwriters, and potential investors and the consolidation of multiple charter school projects within a single bond issue).

(b) INVESTMENT- Funds received under this subpart and deposited in the reserve account established under subsection (a) shall be invested in obligations issued or guaranteed by the United States or a State, or in other similarly low-risk securities.

(c) REINVESTMENT OF EARNINGS- Any earnings on funds received under this subpart shall be deposited in the reserve account established under subsection (a) and used in accordance with such subsection.

SEC. 5226. LIMITATION ON ADMINISTRATIVE COSTS.

An eligible entity may use not more than 0.25 percent of the funds received under this subpart for the administrative costs of carrying out its responsibilities under this subpart.

SEC. 5227. AUDITS AND REPORTS.

(a) FINANCIAL RECORD MAINTENANCE AND AUDIT- The financial records of each eligible entity receiving a grant under this subpart shall be maintained in accordance with generally accepted accounting principles and shall be subject to an annual audit by an independent public accountant.

(b) REPORTS-

(1) GRANTEE ANNUAL REPORTS- Each eligible entity receiving a grant under this subpart annually shall submit to the Secretary a report of its operations and activities under this subpart.

(2) CONTENTS- Each annual report submitted under paragraph (1) shall include — 

(A) a copy of the most recent financial statements, and any accompanying opinion on such statements, prepared by the independent public accountant reviewing the financial records of the eligible entity;

(B) a copy of any report made on an audit of the financial records of the eligible entity that was conducted under subsection (a) during the reporting period;

(C) an evaluation by the eligible entity of the effectiveness of its use of the Federal funds provided under this subpart in leveraging private funds;

(D) a listing and description of the charter schools served during the reporting period;

(E) a description of the activities carried out by the eligible entity to assist charter schools in meeting the objectives set forth in section 5224; and

(F) a description of the characteristics of lenders and other financial institutions participating in the activities undertaken by the eligible entity under this subpart during the reporting period.

(3) SECRETARIAL REPORT- The Secretary shall review the reports submitted under paragraph (1) and shall provide a comprehensive annual report to Congress on the activities conducted under this subpart.

SEC. 5228. NO FULL FAITH AND CREDIT FOR GRANTEE OBLIGATIONS.

No financial obligation of an eligible entity entered into pursuant to this subpart (such as an obligation under a guarantee, bond, note, evidence of debt, or loan) shall be an obligation of, or guaranteed in any respect by, the United States. The full faith and credit of the United States is not pledged to the payment of funds which may be required to be paid under any obligation made by an eligible entity pursuant to any provision of this subpart.

SEC. 5229. RECOVERY OF FUNDS.

(a) IN GENERAL- The Secretary, in accordance with chapter 37 of title 31, United States Code, shall collect — 

(1) all of the funds in a reserve account established by an eligible entity under section 5225(a) if the Secretary determines, not earlier than 2 years after the date on which the eligible entity first received funds under this subpart, that the eligible entity has failed to make substantial progress in carrying out the purposes described in section 5225(a); or

(2) all or a portion of the funds in a reserve account established by an eligible entity under section 5225(a) if the Secretary determines that the eligible entity has permanently ceased to use all or a portion of the funds in such account to accomplish any purpose described in section 5225(a).

(b) EXERCISE OF AUTHORITY- The Secretary shall not exercise the authority provided in subsection (a) to collect from any eligible entity any funds that are being properly used to achieve one or more of the purposes described in section 5225(a).

(c) PROCEDURES- The provisions of sections 451, 452, and 458 of the General Education Provisions Act shall apply to the recovery of funds under subsection (a).

(d) CONSTRUCTION- This section shall not be construed to impair or affect the authority of the Secretary to recover funds under part D of the General Education Provisions Act.

SEC. 5230. DEFINITIONS.

In this subpart:

(1) CHARTER SCHOOL- The term charter school' has the meaning given such term in section 5210.

(2) ELIGIBLE ENTITY- The term eligible entity' means — 

(A) a public entity, such as a State or local governmental entity;

(B) a private nonprofit entity; or

(C) a consortium of entities described in subparagraphs (A) and (B).

SEC. 5231. AUTHORIZATION OF APPROPRIATIONS.

For the purpose of carrying out this subpart, there are authorized to be appropriated $150,000,000 for fiscal year 2002 and such sums as may be necessary for fiscal year 2003.

Application Notice

4000-01-U

DEPARTMENT OF EDUCATION

(CFDA No.  84.354A)

Office of Innovation and Improvement

Credit Enhancement for Charter School Facilities Program

Notice inviting applications for new awards for fiscal year (FY) 2003.

PURPOSE OF PROGRAM:  This program will provide grants to eligible entities to permit them to enhance the credit of charter schools so that they can access private-sector and other non-Federal capital to acquire, construct, and renovate facilities at a reasonable cost.  Grant projects awarded under this program will be of sufficient size, scope, and quality to enable the grantees to implement effective strategies.

ELIGIBLE APPLICANTS:  (A) A public entity, such as a State or local governmental entity; (B) A private, nonprofit entity; or (C) A consortium of entities described in (A) and (B). 

APPLICATIONS AVAILABLE:  [INSERT DATE OF PUBLICATION IN THE FEDERAL REGISTER].

DEADLINE FOR TRANSMITTAL OF APPLICATIONS: June 3, 2003.

DEADLINE FOR INTERGOVERNMENTAL REVIEW:  August 2, 2003.

ESTIMATED AVAILABLE FUNDS:  $25,000,000.  

ESTIMATED RANGE OF AWARDS:  $2.5 million - $10 million. 

ESTIMATED AVERAGE SIZE OF AWARDS:  $8.3 million.

ESTIMATED NUMBER OF AWARDS:  3–5.

The Secretary will make, if possible, at least one award in each of the three categories of eligible applicants.

Note:  The Department is not bound by any estimates in this notice.

PROJECT PERIOD:  From the start date indicated on the grant award document until the Federal funds and earnings on those funds have been expended for the grant purposes or until financing facilitated by the grant has been retired, whichever is later.

PAGE LIMIT:  We have found that reviewers are able to conduct the highest-quality review when applications are concise and easy to read.  Applicants are encouraged to limit their applications to no more than 50 double-spaced pages (not including the required forms and tables), to use a 12-point or larger-size font with one-inch margins at the top, bottom, and both sides, and to number pages consecutively.  Furthermore, applicants are strongly encouraged to include a table of contents that specifies where each required part of the application is located.

APPLICABLE REGULATIONS:  (a) The Education Department General Administrative Regulations (EDGAR) in 34 CFR parts 74, 75, 77, 79, 80, 82, 85, 86, 97, 98, and 99.

SUPPLEMENTAL INFORMATION:

Application Content
Each Credit Enhancement for Charter School Facilities Program application must include the following specific program elements:

1.  A statement identifying the activities proposed to be undertaken with grant funds (the “grant project”) and the timeline for the activities, including how the applicant will determine which charter schools will receive assistance, how much and what types of assistance these schools will receive, the type of schools to be served, and what procedures the applicant will use for documenting grant project procedures and results.

2.  A description of the involvement of charter schools in the application's development and design of the proposed grant project.

3.  A description of the applicant's expertise in capital markets financing and its organizational capacity to implement the proposed grant project successfully.  (Consortium applicants must list information for each of the participating organizations.)

4.  A description of how the proposed grant project will leverage the maximum amount of private-sector and other non-Federal capital relative to the amount of Credit Enhancement for Charter School Facilities Program funding used, the definition of “leverage” the applicant has used in developing that description, the type of assistance to be provided, how the assistance would sufficiently reduce the costs that charter schools face so that it would enable them to obtain or improve school facilities that they would not be able to obtain or improve absent the assistance, and how the proposed activities will otherwise enhance credit available to charter schools.

5.  In the case of an application submitted by a State governmental entity, a description of current and planned State funding policy and other forms of financial assistance that will help charter schools meet their facility needs.

USE OF FUNDS

Grant recipients, in accordance with State and local law, directly or indirectly, alone or in collaboration with others, must deposit the grant funds received under this program (other than funds used for administrative costs) in a reserve account established and maintained by the grantee for this purpose.  Amounts deposited in such account shall be used by the grantee for one or more of the following purposes in order to assist charter schools in accessing private-sector and other non-Federal capital:

(1) Guaranteeing, insuring, and reinsuring bonds, notes, evidences of debt, loans, and interests therein.

(2) Guaranteeing and insuring leases of personal and real property.

(3) Facilitating financing by identifying potential lending sources, encouraging private lending, and other similar activities that directly promote lending to, or for the benefit of, charter schools.

(4) Facilitating the issuance of bonds by charter schools, or by other public entities for the benefit of charter schools, by providing technical, administrative, and other appropriate assistance (such as the recruitment of bond counsel, underwriters, and potential investors and the consolidation of multiple charter school projects within a single bond issue).

Funds received under this program and deposited in the reserve account must be invested in obligations issued or guaranteed by the United States or a State, or in other similarly low-risk securities.  Investments must be designed to preserve principal.

Any earnings on funds, including fees, received under this program must be deposited in the reserve account and be used in accordance with the requirements of this program.

An eligible entity receiving a grant under this program must use the funds deposited in the reserve account to assist multiple charter schools in accessing capital to accomplish one or both of the following objectives:

(1) The acquisition (by purchase, lease, donation, or otherwise) of an interest (including an interest held by a third party for the benefit of a charter school) in improved or unimproved real property that is necessary to commence or continue the operation of a charter school.

(2) The construction of new facilities, or the renovation, repair, or alteration of existing facilities, necessary to commence or continue the operation of a charter school.

Grantees must ensure that all costs incurred using funds from the reserve account are reasonable.  The burden of proof is upon the grantee, as a fiduciary under its agreements with the Secretary, to establish that costs are reasonable.  Each grantee must also clearly indicate with respect to each financial obligation it enters into pursuant to this grant program that the full faith and credit of the United States is not pledged to the payment of funds under such obligation.

Grantee Performance Agreements and Reporting Requirements

Applicants that are selected to receive an award must enter into a written Performance Agreement with the Department prior to drawing down funds, unless the grantee receives written permission from the Department in the interim to draw down a specific limited amount of funds.  A key element of the Performance Agreement is the performance goals for the grant.  These performance goals will include the program's two performance indicators:  (1) the amount of funding grantees leverage for charter schools to acquire, construct, and renovate school facilities and (2) the number of charter schools served.  In developing performance goals, Department staff and each applicant will rely on the applicant’s annual projections submitted under the Business/Organizational Capacity section of the application and the objectives established in the approved application.  The Performance Agreement will also describe the ways in which the Department and the grantee will work together to accomplish the purposes of the program.

The Secretary, in accordance with chapter 37 of title 31, United States Code, will collect all of the funds in the reserve account established with grant funds (including any earnings on those funds) if the Secretary determines that the grantee has permanently ceased to use all or a portion of the funds in such account to accomplish the purposes described in the authorizing statute and the Performance Agreement or, if not earlier than two years after the date on which the entity first received these funds, the entity has failed to make substantial progress in undertaking the grant project.


During each fiscal year that the grantee’s obligation to the Federal Government remains in effect, grantees will submit reports (as detailed below) to the Department.  The grantee's commitment continues for the duration of the project period.

Applicants selected for funding will be required to submit the following reports to the Department:

1.  An annual report that includes--

a.  A copy of the most recent financial statements and any accompanying opinion on such statements prepared by the independent public accountant reviewing the financial records of the grantee;

b.  A copy of any report made on an audit of the financial records of the grantee conducted during the reporting period;

c.  An evaluation by the grantee of the effectiveness of its use of the Federal funds in leveraging private-sector and other non-Federal funds;

d.  A description of the characteristics of lenders and other financial institutions participating in the activities undertaken by the grantee during the reporting period;

e.  A narrative description of the grantee’s activities in support of the objectives of the program and its performance goals, including a listing and description of the charter schools served during the reporting period; and

f.  Such other information as the Secretary may require.


2.  Semiannual reports that include internal financial statements and other information as the Secretary may require in the Performance Agreement.


Grantees must also cooperate and assist the Department with any periodic financial and compliance audits of the grantee, as determined necessary by the Department.  The specific Performance Agreement between the grantee and the Department may contain additional reporting requirements.


Grantees must maintain and enforce standards of conduct governing the performance of their employees, officers, directors, trustees, and agents engaged in the selection, award, and administration of contracts or agreements related to this grant.  The standards of conduct must, at a minimum, require disclosure of direct and indirect financial or other interests, mandate disinterested decision-making, and indicate corrective actions to be taken in the event of violation.

Limitation on Administrative Costs
A grantee may use not more than 0.25 percent (one quarter of one percent) of the grant funds for the administrative costs of the grant.

Charter Schools Eligible to Benefit from this Program
The charter schools that a grantee selects to benefit from this program must meet the definition of a charter school, as defined in the Public Charter Schools Program authorizing statute in section 5210(1) of the Elementary and Secondary Education Act of 1965 (ESEA).  This definition is repeated as follows in this application notice for the convenience of the applicant.

(1) A charter school is a public school that—

(A)  In accordance with a specific State statute authorizing the granting of charters to schools, is exempted from significant State or local rules that inhibit the flexible operation and management of public schools, but not from any rules relating to the other requirements of this paragraph [paragraph (1) of ESEA section 5210];

(B)  Is created by a developer as a public school, or is adapted by a developer from an existing public school, and is operated under public supervision and direction;

(C)  Operates in pursuit of a specific set of educational objectives determined by the school's developer and agreed to by the authorized public chartering agency;

(D)  Provides a program of elementary or secondary education, or both;

(E)  Is nonsectarian in its programs, admissions policies, employment practices, and all other operations, and is not affiliated with a sectarian school or religious institution;

(F)  Does not charge tuition;

(G)  Complies with the Age Discrimination Act of 1975, title VI of the Civil Rights Act of 1964, title IX of the Education Amendments of 1972, section 504 of the Rehabilitation Act of 1973, and part B of the Individuals with Disabilities Education Act;

(H)  Is a school to which parents choose to send their children, and that admits students on the basis of a lottery, if more students apply for admission than can be accommodated;

(I)  Agrees to comply with the same Federal and State audit requirements as do other elementary and secondary schools in the State, unless such requirements are specifically waived for the purpose of this program [the Public Charter Schools Program];

(J)  Meets all applicable Federal, State, and local health and safety requirements;

(K)  Operates in accordance with State law; and

(L)  Has a written performance contract with the authorized public chartering agency in the State that includes a description of how student performance will be measured in charter schools pursuant to State assessments that are required of other schools and pursuant to any other assessments mutually agreeable to the authorized public chartering agency and the charter school.

Competitive Preference Priority
Under 34 CFR 75.105(c)(2)(i) the Secretary awards additional points to an application that proposes to increase the capacity of charter schools to offer public school choice in those communities with the greatest need for this choice.  The Secretary awards up to an additional 15 points to an application, depending on how well the application addresses the following factors:

(  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 as amended by the No Child Left Behind Act;

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

(  The extent to which the applicant would target services to communities with large proportions of low-income students.

SELECTION CRITERIA: In evaluating applications for grants under this competition, the Secretary will use the following project selection criteria.  The Secretary gives distinct weight to the listed criteria. Within each criterion, the Secretary evaluates each factor equally.

The maximum score for all of the selection criteria is 100 points.  The maximum score for each criterion is indicated in parenthesis.

The selection criteria address two important questions:

A.  Does the applicant have the ability to carry out the proposed grant project?

B.  Has the applicant proposed a grant project that will make a significant contribution toward meeting the purpose of the Credit Enhancement for Charter School Facilities Program and thereby increase charter schools’ access to facilities financing?

A.  The selection criteria related to the applicant’s capacity to carry out the proposed grant project include:

1.  The business and organizational capacity of the applicant to carry out the grant project (35 points).

(  The amount and quality of experience the applicant has 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;

(  The applicant’s financial stability;

(  The adequacy of the applicant’s policies and procedures regarding loan underwriting, portfolio monitoring, and financial management to protect against unwarranted risk;

(  The adequacy of the applicant’s standards of conduct and organizational structure to prevent conflicts of interest; and

(  The 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.

(  For State governmental entities, the extent to which steps have or will be taken to help charter schools within the State obtain adequate facilities.
2.  The grant project team (15 points).

(  The qualifications, including relevant training and experience, of the project manager and other members of the grant project team, including consultants or subcontractors; and

(  The adequacy and appropriateness of the applicant’s staffing plan for the grant project.

(  For non-profits only, an IRS Form 990 and the qualifications, including relevant training and experience, and independence of members of the board of directors.

B.  The selection criteria related to the potential contribution of the proposed grant project to achieving the purpose of the Credit Enhancement for Charter School Facilities Program include:

1.  The quality of the design and potential significance of the proposed grant project (35 points).

(  The extent to which the grant project goals, objectives, and timeline are clearly specified, measurable, and appropriate for the purpose of the Credit Enhancement for Charter School Facilities Program;

(  The extent to which the grant project implementation plan and activities, including the partnerships established, are likely to achieve the objectives sought by the project;

(  The extent to which the proposed grant project is likely to produce results that will be documented and helpful to others nationally in providing facilities financing assistance to charter schools;

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

(  The importance or magnitude of the results or outcomes likely to be attained by the proposed grant project (e.g., the number and variety of charter schools assisted that would not have been able to meet their school facility needs absent the assistance and the amount of capital leveraged); and

(  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 proposed grant project.

2.  The quality of the services (15 points).

(  The extent to which the services to be provided by the proposed grant project reflect the needs of the charter schools to be served;

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

(  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; and

(  The extent to which the services to be provided by the proposed grant project are focused on assisting quality charter schools that have the greatest needs for assistance under the program.

WAIVER OF PROPOSED RULEMAKING:  It is the Secretary's practice, in accordance with the Administrative Procedure Act (5 U.S.C. 553), to offer interested parties the opportunity to comment on proposed rules.  Section 437(d)(1) of the General Education Provisions Act (GEPA), however, allows the Secretary to exempt from rulemaking requirements rules governing the first grant competition under a new or substantially revised program authority (20 U.S.C. 1232(d)(1)).  This program authority was substantially revised under the No Child Left Behind Act of 2001 and this would be the first grant competition under that revised authority.  The Secretary, in accordance with section 437(d)(1) of GEPA, has decided to forego public comment in order to ensure timely grant awards.  These rules would apply to the FY 2003 grant competition only.

FOR APPLICATIONS CONTACT:  Education Publications Center (ED Pubs), P.O. Box 1398, Jessup, MD 20794-1398.  Telephone (toll free): 1-877-433-7827.  FAX: (301) 470-1244.  If you use a telecommunications device for the deaf (TDD) you may call (toll free): 1-877-576-7734.

You may also contact ED Pubs at its Web site:

http://www.ed.gov/pubs/edpubs.html
Or you may contact ED Pubs at its e-mail address:

edpubs@inet.ed.gov
If you request an application from ED Pubs, be sure to identify this competition as follows:  CFDA number 84.354A.

FOR FURTHER INFORMATION CONTACT: Jim Houser, U.S. Department of Education, 400 Maryland Avenue, SW., room 3C140, Washington, DC 20202-6140.  Telephone: (202) 401-0307 or via Internet: 

Jim.Houser@ed.gov
If you use a telecommunications device for the deaf (TDD), you may call the Federal Information Relay Service (FIRS) at 1-800-877-8339.

Individuals with disabilities may obtain this document in an alternative format (e.g., Braille, large print, audiotape, or computer diskette) on request to the program contact person listed under FOR FURTHER INFORMATION CONTACT.

Individuals with disabilities may obtain a copy of the application package in an alternative format by contacting that person.  However, the Department is not able to reproduce in an alternative format the standard forms included in the application package.

Electronic Access to This Document:  You may view this document, as well as all other Department of Education documents published in the Federal Register, in text or Adobe Portable Document Format (PDF) on the Internet at the following site:

www.ed.gov/legislation/FedRegister
To use PDF you must have Adobe Acrobat Reader, which is available free at this site.  If you have questions about using PDF, call the U.S. Government Printing Office (GPO), toll free, at 1-888-293-6498; or in the Washington, DC, area at (202) 512-1530.

The Department intends to offer further information about the program at the following Internet site:

http://www.ed.gov/offices/OII/portfolio/facilities.html

Note:  The official version of this document is the document published in the Federal Register.  Free Internet access to the official edition of the Federal Register and the Code of Federal Regulations is available on GPO access at:

http://www.access.gpo.gov/nara/index.html
PROGRAM AUTHORITY:  Elementary and Secondary Education Act of 1965, title V, part B, subpart 2, as amended by the No Child Left Behind Act, 2001 (20 U.S.C. 7223-7223j).
Dated:

_________________________________

  
Nina S. Rees,

Deputy Under Secretary for Innovation and Improvement.
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