








New Jersey CDFI Focuses on Child Care Facilities and Charter Schools

A student at North Star Academy in Newark, N.J. The school, which opened as a charter school in 1997,

is one of the highest-performing schools in the state. Photo credit: Stephen Shames.

New Jersey Community Capital
(NJCC), a statewide CDFI based in
Trenton, has emerged as a significant
lender for the construction of child
care facilities and charter schools in
New Jersey.

Jennifer M. Bredehoft, vice president
and manager for communications
and investor relations at NJCC, said
that in all of its lending, NJCC re-
views each potential borrower and
transaction on an individual basis
and provides predevelopment, ac-
quisition, construction, and perma-
nent financing with flexible rates and
terms. A half-dozen NJCC funds and
bank lines of credit provide long-
term and short-term funds that the
CDFI blends to structure transactions
that best benefit NJCC clients, she
explained.

NJCC has closed more than 75 loans

totaling approximately $30 million
to 35 child care borrowers since 1994
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and has closed 17 loans for more
than $15 million to seven different
charter schools since 2003, she said.
(Child care encompasses infants,
toddlers, and children who attend
pre-school or after-school programs.)

The obstacles to charter school
lending are well documented in an
NJCC technical assistance brief. For
example, charter schools are bound
by strict state financial regulations
affecting facility development and
cannot use state funds to construct or
renovate facilities, the brief explains.

David Scheck, president of NJCC,
observed that when NJCC began
making loans for child care and
charter school facilities these were
new lending markets and NJCC had
to rely substantially on qualitative
benchmarks such as community sup-
port, leadership in management and
governing board, program goals,
and staff commitment. In addition,

NJCC has always used quantitative
indicators when they’re available, for
example, on teacher certifications,
student-to-teacher ratios, and stu-
dent performance.

Since NJCC started lending to char-
ter schools, a market for these loans
has been established and demand is
increasing, Scheck noted. “Much of
the risk on loans to charter schools,”
he added, “is perceived risk, and to-
day more and more banks are financ-
ing charter schools.”

New markets tax credits (NMTCs)
have been a useful tool in financing
the packages NJCC has assembled
for child care, charter school, and
other community facilities. Bredehoft
said that NJCC’s NMTC structures
provide “strong financial and social
returns with limited risk to inves-
tors and ultimately provide critical
cost saving for schools, allowing
them to allocate more of their limited
financial resources toward their edu-
cational programs.” NJCC used its
initial $15 million NMTC allocation
for six transactions, including three
charter schools, a child care center,
and other community and commer-
cial facilities, she said.

NJCC often makes loans to repeat
borrowers with excellent track re-
cords who understand their commu-
nity’s needs and choose to expand
their programs accordingly, Brede-
hoft said. Discussions on expansion
are already underway with three
charter schools that have been fund-
ed in part with NJCC’s NMTC alloca-
tion. Scheck noted that the costs of
constructing new child care facilities
are prohibitive and that larger fa-
cilities with at least 180 students are
more feasible.



In addition, NJCC has replenished its
capital by selling loans to the Com-
munity Reinvestment Fund (CRF), a
nonprofit purchaser of community
development loans in Minneapolis,
Minn. Since 2004, NJCC has sold
loans of about $8.77 million to CRF,
including $5.1 for charter school
loans and $3 million for child care
centers, Bredehoft said.

Early in 2007, NJCC received an
$8.15 million grant from the U.S.
Department of Education to credit-
enhance loans, leases, and invest-
ments for charter school facilities,
primarily in New Jersey. The CDFI
has provided credit enhancements in
four New Jersey charter school trans-
actions since receiving the award.

In one of the most complex facil-

ity transactions financed by NJCC,
the CDFI assembled a $4.84 million
financing package in 2005 that en-
abled the North Star Academy Char-
ter School in Newark, N.J., to reduce
its occupancy costs and commit the
resulting savings to educational pro-
grams for 300 students who attended
the school. Today, the school serves
450 students. PNC Community Part-
ners Inc., a community development
subsidiary of PNC Bank, provided

a portion of NMTC equity and pur-
chased tax-exempt capital apprecia-
tion bonds issued by the New Jersey
Economic Development Authority.
The funding package included the
sale and leaseback of real estate.

From fiscal 2005 to 2007, NJCC has
closed 44 economic development
and commercial real estate loans
totaling $56.2 million; 51 affordable
housing loans totaling $23.3 million;
and 32 child care, charter school, and
other community facility loans total-
ing $22 million.

Delinquencies in all of NJCC’s funds,
including its NMTC I fund, were
3.24 percent as of September 30,
2007, while historic net chargeoffs
for all funds was 1.03 percent, ac-
cording to NJCC.

Scheck explained that NJCC offers
its financial institution partners a
variety of ways to support its mis-
sion. NJCC issues CD Notes (an
unsecured debt instrument) and
equity equivalent (EQ2) investments
to raise capital for its real estate debt
funds. Also, NJCC'’s real estate debt
funds offer participatory interests in
some of the financings it provides, as
well as occasionally offering whole
loans for sale. In addition, NJCC is-
sues equity in the form of nonvoting
common stock and preferred stock
to raise capital for its small business
investment company. Finally, NJCC’s
nonprofit affiliates accept charitable
contributions to improve the capi-
talization of real estate debt funds,
capitalize specialized loan funds,
provide technical assistance to its cli-
ents, and undertake critical research
and development.

For information, contact dscheck@
njclf.com or Jennifer Bredehoft at (609)
989-7766, ext. 401, or jbredehoft@nijclf.
com; www.newjerseycommunitycapital.
org. Twenty CDFIs active in child care
lending participate in peer learning and
policy advocacy through the National
Children’s Facilities Network. For infor-
mation, go to www.ncfn.org.

— Keith L. Rolland

NCALL Loan Fund:
Filling Funding Gaps
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acquisition with a community devel-
opment impact. While the purpose
of these loans was consistent with
NCALL’s mission, the loan size and
type of borrower would have pre-
vented NCALL from making the
loans without a partner like DCDC.

The capital for the loan fund pro-
vided by DCDC has enabled NCALL
to further build its capacity by gen-
erating origination and loan servic-
ing fees. Parks explained: “DCDC
chose NCALL as its lending partner
because of Discover Bank’s long-
standing relationship with the or-
ganization and NCALL's continued
commitment to meeting the hous-
ing and service needs of southern
Delaware’s low- to moderate-income
community.”

Since becoming a CDFI, NCALL has
closed 33 loans and provided $26
million in financing, of which $21
million came from other lenders. The
loans have financed 46 single-family
housing units, 308 multifamily hous-
ing units, five office buildings for
nonprofits, rural infrastructure im-
provements, working capital, and

a single room occupancy residence.
Kollias added, “CDFIs are a criti-

cal tool for rural development and
an important resource in Delaware.
They are able to connect regulators,
borrowers, and other lenders, and
structure financing in ways that
make the deals work.”

For information, contact Karen Kollias
of NCALL at (302) 678-9400 or
kkollias@ncall.org; www.ncall.org; or
Matthew Parks of Discover Bank at
(302) 323-7485 or matthewparks@
discover.com; www.discoverbank.com.
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CALENDAR OF EVENTS

Brownfields — New Market Opportunities for Lenders: Investing for the Future of the Mid-Atlantic Region

March 4, 2008, 9 a.m. to 4 p.m., Philadelphia

Agenda topics include why brownfield lending makes sense, lenders’ role in community revitalization, and public-private
mid-Atlantic brownfield financing success stories.

Register at brownfieldlenderworkshop@icfi.com.

Regional Equity ‘08: The Third National Summit on Equitable Development, Social Justice, and Smart Growth
March 5-7, 2008, New Orleans, La.

Highlights the impact of policy efforts on urban, suburban, and rural communities. Topics include using equitable devel-
opment tools and strategies to address poverty, restoring cities, and creating affordable housing.

For information, see www.regionalequity08.org.

Reinventing Older Communities: How Does Place Matter?

March 26-28, 2008, Marriott Philadelphia Downtown Hotel

Leading practitioners and researchers share their experience relating to critical issues in the reinventing process. Learn
how to attract private-sector development, use data and mapping, and analyze neighborhood change. Hear how Europe-
an mayors have reinvigorated cities. Gain insight on subprime mortgage foreclosures. Useful for planners, nonprofit and
for-profit developers, lenders, funders, and policymakers.

See www.philadelphiafed.org/ccalconferences.html for conference information. Contact Jeri Cohen-Bauman at (215) 574-6458 or jeri.
cohen-bauman@phil.frb.org for information.

The Congress for New Urbanism (CNU) XVI: New Urbanism and the Booming Metropolis

April 3-6, 2008, Austin, Texas

Annual CNU conference features alternatives to sprawl and includes discussion on issues concerning design and architec-
ture, financing and development, codes, sustainability, transportation, and diversity.

See www.cnu.org/cnuxvi for details. For information, contact Sandrine Milanello at (510) 633-9339 or sandrinem@cnu.org.
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