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lease-leaseback MOdel Blackford Ventures has been 
consistently recognized as a leader in commercial real estate development and is 
backed by Key Bank and Goldman Sachs with billions of dollars in existing credit 
facilities.
In the seventies, Richard Welkowitz and a group of bankers developed the Lease-
Leaseback (LLB) business model to help public and private entities monetize 
their trapped equity without having to go to a bank for a loan, borrow against an 
endowment, relinquish ownership, or endure the costly, laborious, bureaucratic, 
and stringent bond issue process.
How the LLB works: At the time of closing, the higher education institution (HEI) 
leases the asset to Blackford Ventures, and in turn, Blackford Ventures immediately 
leases the asset back to the institution providing cash for up to the fair market 
value of the asset.
HEIs with strong credit ratings receive the best lease terms and Blackford ensures 
the institution receives the most favorable terms by making the credit agencies 
compete with each other for the business. Also, since there is no change in 
ownership, the LLB is tax-free and the institution garners asset appreciation over 
the life of the lease.
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The LLB is an ideal mechanism to allow 
institutions to monetize funds that are 
tied up in holdings, at the same time retain 
ownership of their facilities and continue 
operations in the same manner as before 
the transaction was completed. In the LLB 
transaction, two parties enter into two (2) 
simultaneous leases for the same lease 
term, with the entire lease term under the 
first lease being paid in full in advance 
(based on fair market value of the property). 
Lease payments under the second lease are 
paid monthly.  

Assume an institution owns a fieldhouse, 
gym, library, student center, or other 
operating venture (the “Facility”) and 
wishes to enter into a lease-leaseback 
transaction with Blackford Ventures 
(BV). The Facility is determined to have 
a fair market value of $10 million. The 
institution leases the Facility to BV for a 
term of 20, 25, or 30 years.

The parties agree that the rent for the 
entire term of the lease will be the fair 
market value of the asset, which in this 
case is $10 million and is then paid by BV 
to the institution on the first day of the 
lease. For the purposes of this illustration, 
this lease is referred to as the “First 
Lease.” On the same day the First Lease 
commences, the institution leases back 
the Facility from BV for a term of 20, 25, 
or 30 years with annual rental payments 

based on an agreed upon interest rate. 
This is referred to as the “Second Lease.”

The First Lease and the Second Lease 
both begin on the same day and both 
terminate on the same day 20, 25, or 
30 years later. The institution continues 
to operate the Facility as it always has, 
being the sole beneficiary of all profits 
and appreciation generated from the 
Facility and being responsible for the 
maintenance to the same standards as 
before the transaction is completed.

The institution is free to raise rates or 
make operational changes regarding 
the Facility without any interference or 
approval from BV. The institution always 
retains ownership of the Facility as fee 
title never passes to BV under the LLB 
transaction.

The LLB transaction is best illustrated by the following case study.

Quickly increase cash flow

Create an internal line of credit

Refinance existing loans

Build new facilities

Hire more staff

Launch new programs
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Additional benefits of the lease-leaseback transaction for the institution:

1. The provisions of the lease cannot be altered unless both parties to the 
lease agree to the changes in writing.

2. Most third party reports, such as appraisals and environmental reports may 
be required, and if so, such reports will be paid for by Blackford.

3. Closing typically occurs within 75 days.

4. No restrictions or specificity on the use of the funds by the institution in 
any manner.  A capital markets bond issue will require additional legal 
documentation and carry more restrictions on the use of funds.

5. The only paperwork relating to a LLB transaction are the lease agreements.

At lease termination, the institution has received the following benefits, based 
on the example provided on page 04:

1. An immediate $10 million payment to the institution with no conditions on 
the use of the funds.

2. The institution, in this example, receives the benefit of the increase in value 
of the asset which could be $30-$40 million, depending on the terms of the 
lease.

3. Any increase in the rates charged by the institution for the asset are solely 
retained by the institution, not Blackford.

4. Any increase in value of the Facility is retained by the institution.

5. Due to both leases beginning and ending at the same time, nothing has to 
be done as the title never changed ownership. The institution always retains 
ownership and control of the property.
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SALE-LEASEBACK
OVERVIEW

WHAT IS A SALE-leaseback? A sale leaseback is an 
arrangement where the seller of an asset leases back the same asset from the 
purchaser. In a sale leaseback arrangement, the specifics of the arrangement 
are made concurrently with the sale of the asset, with the amount of the 
payments and the time period specified. The leases are always triple net. 
Essentially, the seller of the asset becomes the lessee and the purchaser 
becomes the lessor in this arrangement.

A sale-leaseback is more like a hybrid debt product. The HEI does not 
increase its debt load but gains access to capital through the sale of assets.  
This transaction allows for the HEI to concentrate on their primary business 
functions and invest/grow their company in those areas they feel are in their 
core business model.  Most of the fortune 1000 companies do not own their 
own real estate for this reason.



SALE-LEASEBACK
BENEFITS

A sale-leaseback arrangement is useful when an HEI desires to use the cash 
invested in an asset for other investments, but the asset is still needed 
in order to operate. Sale-leaseback deals can also provide the HEI with 
additional tax deductions as all rental payments are business expenses and 
are fully deductible.  Should the asset be fully depreciated this would create a 
renewed tax benefit through write-offs.  The lessor benefits in that it receives a 
guaranteed lease with stable payments for a specified period of time, typically 
20 to 25 years.  This also serves as an advantage, in that, the real estate is 
controlled by the tenant for a long period of time. 

One of the great advantages (other than the tax benefits) is that the asset 
in this case, real estate, may only be appreciating at a rate of less than 1% 
a year.  The monetization of the asset, the cash received for the sale, can be 
used internally to return 8% to 10% or greater.  Additionally, some of the 
sale proceeds can also be used for capital expenditures to create greater 
efficiencies in operating costs.  

All of the above may result in greater profitability to the higher education 
institution leading to happier students, faculty, and employees.    
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HIGHER ED LOAN PROGRAM
OVERVIEW

The HEI will be the beneficiary of a total funding solution via Blackford 
and its financial partner.  The proceeds of this agreement will be made 
available for the institution to be utilized as they see fit.  The HEI’s primary 
source of repayment will be a pledge of their Federal Loan Proceeds 
- only equal to one year’s principal and interest payments each year.  
This will provide greater security to the Lender and will result in greater 
flexibility and a lower rate which will be directly passed on to the HEI.  
The funding emanates from the Federal Government, which drives the 
costs down since the government currently enjoys an AA+ S&P rating.   
Also, at closing, all transaction costs and loan fees will be netted out 
from loan proceeds to insure the Institution does not have to pay any 
out-of-pocket costs related to this transaction.  Also funded out of loan 
proceeds and funded simultaneously at closing, an escrow fund will be 
established, representing 1-year principal and interest payments.  This 
fund will be held in an approved account and all interest accumulated 
will inure to the benefit of the HEI.  At closing, the remaining net proceeds 
will be distributed directly to the HEI.
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For the benefit of the institution and to provide the best loan rate, the primary 
collateral for this loan will be the Federal Educational Dollars.  Specifically, the 
collateral will be equal to one year’s principal and interest payments on an 
annual basis to include a full-faith and credit pledge by the borrower.  The 
funds provided to the HEI will be for the benefit of their organization and its 
advancement to do as they see fit.   

A brief narrative explaining the Federal Student Loan process is listed below. 

1. A student is accepted and enrolls with the benefit of Federal Loan Dollars as 
applied for and approved via the Federal FASFA application. 

2. Federal Loan Proceeds are sent to the HEI’s Financial Office.

3. The student goes to the HEI’s Financial Office and accepts the federal loan 
proceeds.

4. The HEI nets their tuition, housing, and other educational fees due for the 
upcoming semester out of the Federal Loan Proceeds. 

The Federal Loan Proceeds are held in a separate account to segregate from the 
General Fund. These funds will be further separated for a newly established 
collateral account and the account’s balance will be kept equivalent to one 
year’s principal and interest payments on an annual basis.  

5. With the Collateral Account fully funded, the surplus Federal loan proceeds 
may be swept and deposited in the Institution’s General Fund.

The process described above allows us to underwrite US Government Credit 
which yields one of the lowest competitive rates for this program. 



HIGHER ED LOAN PROGRAM
COLLATERAL PLEDGE
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Student is accepted and enrolls 
at the HEI with the benefit 
of Federal Loan Dollars as 
applied for and approved via 
the Federal FASFA application

Federal Loan Proceeds are 
sent to the HEI’s Financial 
Office

Student goes to the HEI’s 
Financial Office and accepts 
the Federal Loan Proceeds

The HEI nets their tuition, 
housing, and other educational 
fees due for the upcoming 
semester out of the Federal 
Loan Proceeds

With the HEI’s Collateral 
Account fully funded, the 
surplus Federal Loan Proceeds 
may be swept and deposited 
in the HEI’s General Fund

The Federal Loan Proceeds are held 
in  a separate account, to segregate 
from the General Fund. These funds 
will be further separated for a newly 
established collateral account and 
the account’s balance will be kept 
equivalent to at least one year’s 
principal and interest payments
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STEP
01

STEP
02

STEP
04

STEP
03

After interest is expressed by both 
parties, Blackford will determine 
which financial partner might be 
the best fit for the HEI.

The HEI will provide Blackford and its chosen 
partner with the initial financial packet to 
begin underwriting. Requested information will 
normally consist of the following:

• Historical financial information
• 3 years of financial audits
• All required organizational documents
• 3 years totals of Federal Loan Proceeds
• Enrollment trends and other conditions that 

may be pertinent to the transaction

Once the HEI and Blackford agree to all terms, conditions, 
and all appropriate documentation are signed:

• Underwriting commences
• Due diligence begins (typically lasting 60 to 75 days)

• Closing occurs
• Funds are dispersed
• Accounts are set up

The following outlines the transactional steps between an HEI and Blackford to 
reach a successful conclusion using the higher education loan program.



Kim T. Coon
President/CEO
Emerge Education, LLC
717.756.3020
kimcoon@emergeedu.com
emergeedu.com

To learn more about how we can help your institution, contact:

About Us
Blackford Ventures, LLC is a private equity firm based in Lancaster County, 
Pennsylvania that invests in successful, growth-oriented businesses that desire 
to maximize market potential. Blackford also provides private and public entities 
with access to capital and has partnered with Emerge Education, LLC to provide the 
same level of business excellence and financial opportunity to higher education 
institutions.

Emerge Education supports colleges and universities interested in 21st century 
relevancy by providing a variety of educational, student, and institutional  services 
to ensure institutions are able to fulfill their mission and strategic objectives.

Michael Brubaker
CEO
Blackford Ventures, LLC
717.945.9139
mike@mwbrubaker.com
blackfordventures.com

Chris Brubaker
VP Business Development & 
Acquisitions
Blackford Ventures, LLC
717.519.0600
cbrubaker@blackfordventures.com
blackfordventures.com



What are some of the 
differences between 
a Lease-Leaseback 

and a Traditional Bond 
Issue?

Historically, many of these transactions would have been limited 
to traditional bank financing or a bond issue. These may still 
be viable options and will certainly be provided as part of our 
review. A few of the main differences between a lease-leaseback 
and these options are:

• Tax-exempt status (as the institution remains in control) and 
title never transfers

• Proceeds can be used at the institution’s discretion (e.g., 
ease pension obligations, support current or future capital 
improvement projects). Many bond issues allow for a very 
stringent use of how the funds must be directed.  

• LLB payments are currently considered an operating expense 
and may not affect debt-issuing capacity of the institution

• Closing times are greatly reduced
• Institutional credit rating(s) may be too low to borrow 

conventionally; however, due to the value and essentiality of 
the asset, an LLB agreement may not be affected

Must the asset being 
considered in a Lease-

Leaseback be an income-
generating asset?

While this is not a necessity and all cases are different, the use of 
an income generating asset that is essential to and plays a vital 
role in the institution will allow for a stronger credit offering. 
This will benefit all parties by allowing for a lower rate, greater 
amount of proceeds, and provide the ability to close rapidly.
Desirable assets include but are not limited to: office buildings, 
sports facilities, laboratory facilities, student centers, parking 
garages/lots, etc.

Is a LLB transaction 
the same as 

Privatization?

In some cases, there may be a push to privatize or sell off 
institutional assets. Privatization may be a viable solution in some 
instances; however, once this is executed, much of the control 
and management is transferred to the new private provider.  

Additionally, any rate increases or concessions accrue to the 
benefit of the new entity. A third party operator can be suggested 
for the operations, in place of privatizing the asset, so that the 
institution maintains ownership control and financial benefits.

APPENDIX
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What is the typical 
interest rate or how 

does Blackford arrive 
at an interest rate?

Interest rates will be determined prior to closing, after the 
underwriting of the overall structure of the deal is complete. 
Factors that determine rates include the credit rating of the 
institution, quality of asset, size of asset, and current market 
condition. 

How does an inter-
institution agreement 
and relationships with 

participating institutions 
affect the ability to 
monetize assets?

Under the LLB transaction, changes may or may not be 
necessary. It would depend on the organizational structure 
of the assets and its relationship with the participating 
institutions.

 How is the value 
of the asset 
determined?

A fair market value of a particular asset will be determined 
jointly with the input of the institution.  This determination 
will include both the current and future value of the asset 
after analyzing current contributing cash flow, capacity, and 
future or budgeted expansions/upgrades.  

Is it a fixed or 
variable rate? 

While both options could be provided, due to the budgetary 
process most placements result in a fixed taxable or tax-free 
rate.  

How does Blackford 
select which financial 

partner to use in a 
particular engagement? 

Blackford chooses its financial partners based upon their 
experience in a particular sector/region and their ability to 
provide the most competitive structure and pricing to offer 
the best solutions for the institution.
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