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April 19, 2010
TO:
Superintendents and Business Managers of Schools

FROM:
Carolyn Dias, Chief of Fiscal Integrity and Efficiencies 
SUBJECT:
Qualified Zone Academy Bonds:  FY 2008, 2009, and FY 2010 Allocations
The federal Taxpayers Relief Act of 1997 allows certain schools the opportunity to obtain interest free bonds for improvements to their buildings and curriculum, called Qualified Zone Academy Bonds (QZABs).  In addition, the American Recovery and Reinvestment Act (ARRA) of 2009 recently expanded the bonding authority allowed for QZAB.

Under this program, the federal government provides bondholders with a tax credit in lieu of a cash interest payment.  The school district is then, in general, only responsible for repaying the amount borrowed.  Only schools or districts that are located in what the federal government calls an Empowerment Zone or Enterprise Community or schools in which at least 35% of the students qualify for free and reduced lunches are eligible for the bonds.  In Rhode Island, only Providence qualifies as an Enterprise Community.  In addition, 18 districts and 6 charter schools (see Attachment 1) have schools that meet the 35% free and reduced school lunch criterion.

Rhode Island has been allocated $1,221,000, $4,273,000, and $4,172,000 of QZAB issuance authority for calendar years 2008 (issue by 12/31/2010), 2009 (issue by 12/31/2011), and 2010 (issue by 12/31/2012), respectively.  The entire appropriation available for Rhode Island is $9,666,000.  To qualify for QZABs, eligible districts must enter into a public-private partnership, which means the district must have written commitment from the private entity that it will make a qualified contribution to the school in an amount not less than 10% of the capital provided under this act.  If a single school benefited from the entire appropriation, that school would need written commitments from private entities, such as local businesses or community organizations, for “qualified contributions,” (equipment, technical assistance, or volunteer services) with a present value of not less than 10% of the entire amount, or $966,600.  
There are also programmatic requirements, such as the school-business partnership must supplement and not supplant the requirements applicable to other schools in the system.  The proceeds from the bonds may support rehabilitating or repairing schools, providing equipment, developing course materials, and training teachers but not new construction.  Districts with career and technical centers or programs should consider opportunities to enhance these programs using this bond program.
The department’s role is to provide QZAB bond issuance authorizations to districts based on assurance that they meet federal and state criteria for the programs.  It is the requesting district’s responsibility to determine that it meets QZAB participation requirements as well as state statutory requirements for debt issuance.  Please remember, to qualify for school housing aid reimbursement on the project cost, the project must be approved by the Board of Regents.  In addition, because these bonds will not have associated interest, districts are not required to bond through the RI Health and Educational Building Corporation (RIHEBC).  However, districts should consider if RIHEBC could issue these bonds at a lower cost.  We would also like to remind you that all bonds issued in support of school housing projects shall require an enabling act by the General Assembly (RIGL 16-7-44).  Because the 2008 allocation must be issued by December 31, 2010, districts must obtain the required General Assembly approval during the 2010 legislative session.

Any district interested in receiving a portion of Rhode Island’s QZAB allocation must complete the enclosed application and submit it by May 15, 2010.  Refer to the attached documentation for further information.  Please call Eileen Botelho at (401) 222-8030 with any questions.



Qualified Zone Academy Bond Program, FY 2008/FY 2009/FY 2010
Application Instructions

Background

Federal tax legislation enacted in 1997 (Section 226 of H.R. 2014 The Taxpayer Relief Act of 1997, Section 1397E of the Internal Revenue Code) created a new financial instruction, the Qualified Zone Academy Bond (QZAB), to help schools raise funds to:

· Renovate and repair buildings

· Invest in equipment and up-to-date technology

· Develop challenging curricula

· Train quality teachers

QZABs also encourage schools and businesses to cooperate in innovative ways that expand students’ learning opportunities and help schools prepare students with the necessary skills employers need to compete in the global economy.  Proceeds of the bonds may not be used for new construction.  This is a tax credit program, not a grant program.

For calendar years 2008, 2009, and 2010, the maximum face amount of bonds that may be issued for Rhode Island is a total of $9,666,000 $1,221,000, $4,273,000 and $4,172,000, respectively). 

Application:

Identification, Contact Information

This page declares the Local Education Agency's (LEA's) intent to participate in the FY 2008/FY 2009/FY 2010 Qualified Zone Academy Bond Program.

District/School Name:  In the spaces provided, please provide the name of the applicant school district and the name of the site/school where the academy is located.

Contact person, title, address, telephone, fax number, and email address:  Please provide information about the person who is to be contacted for any questions related to this application.  Please enter the telephone extension, if applicable.

Certification of Eligibility

Read each of the certifications in this section.  In order to be eligible for this program, the LEA's superintendent or designee must certify that the school district has satisfied Criterion 1a or 1b and Criterion 2 through 4.  

Note that whereas the federal law provides for four indicated uses of bond proceeds, i.e., the facility, equipment, instructional materials, and professional development, districts should consult their bond counsel and financial advisers to determine the appropriate use of proceeds under Rhode Island law.  (Please note:  A written description of the proposed program or academy and spending plan must be appended to the application.)

Bond Authorization Requested

Indicate the amount of bond authorization requested.  The amount requested is not to exceed $9.666 million per district.

Certification of Eligibility

The LEA’s superintendent or designee as authorized by the local governing board must sign this page in order to certify that the information contained in the application is true and correct and that all applicable state and federal rules and regulations will be observed.

Technical Assistance






For help in completing this application, please contact Eileen Botelho at (401) 222-8030
Submission Information

Please submit one signed original application and one copy for each project.  Facsimiles will not be accepted.  Applications must be received by May 15, 2010.

Mail to:
Eileen Botelho
RI Department of Education 

Shepard Building

255 Westminster Street, 6th Floor

Providence, Rhode Island 02903
*
*
*

Additional information on the QZAB program may be obtained from:

U.S. Department of Education

http://www.ed.gov
http://www.ed.gov/programs/qualifiedzone/index.html
National Clearinghouse for Educational Facilities

http://www.ncef.org/index.cfm
FY 2008/FY 2009/FY 2010 Qualified Zone Academy Bonds Program Application

Rhode Island Department of Education

Project Proposal Due  May 15, 2010

	
Purpose: School District Application for the FY 2008-2010 Qualified Zone Academy Bonds Program (QZAB)

	District:___________________________________________

Site/School:________________________________________
Submission date:
Original   ____________________




Revision   ____________________ 

	Contact Person:_____________________________________

Title:______________________________________________

Address:___________________________________________

City:______________________________________________

County:_________________________Zip:__________ 
	Applications must  

Eileen Botelho
be received by

              QZAB Application

May 15, 2010. 
                             RI Dept. of Education

Please submit one 

Shepard Building

original and one copy.

255 Westminster Street





Providence, Rhode Island





02903

__________________________________________________

Telephone:__________________ ext:___________________

Fax:________________________

Email:__________________________________

	Certification of Eligibility

	
Criterion 1:  Qualified by virtue of location or composition of student body:

a) Location

The school district is located in an Enterprise Community (Providence).

OR

b) Composition of Student Body

There is a reasonable expectation as of the date of issuance of the bonds that at least 35% of the students attending the school or participating in the program will be eligible for free or reduced-cost lunches established under the National School Lunch Act.

Criterion 2:  Qualified by virtue of private business contribution:

.
The eligible local education agency (LEA) has written commitments from private entity (ies) to make qualified 


contributions having a present value as of the date of the issuance of not less than ten percent of the proceeds


of the bond issue, including such items as:

· Equipment for use in the program

· Technical assistance in developing curriculum or training teachers to promote market driven technology in the 

classroom

· Internships, field trips, or other educational opportunities outside the program for students
· Any other property or service specified by the local education agency that meets IRS requirements and the value of the ten percent match is below the fair market value offered by any entity providing similar products or services.


Written verification from private entity (ies) is attached to the application






FY 2008/FY 2009/FY 2010 Qualified Zone Academy Bonds Program Application

Rhode Island Department of Education

Project Proposal Due  May 15, 2010

	
Purpose: School District Application for the FY 2008-2010 Qualified Zone Academy Bonds Program (QZAB 

	District:___________________________________________ 
Site/School:________________________________________
Submission date:
 Original   ___________________ 

                                            Revision   ___________________  

	Criterion 3:  Qualified by virtue of characteristics of the program:

The public school or academic program within a public school is established by and operated under the super-

vision of an eligible local education agency to provide education or training below the postsecondary level, and 

Such school or program is designed in cooperation with business to enhance the academic curriculum, increase graduation and employment rates, and better prepare students for the rigors of college and the increasingly complex workforce, and 

Students in the academy are subject to the same academic standards and assessments as other students educated by the local school system, and 

The comprehensive education plan of the school or program is approved by the local education agency.

             Written description of program or academy is attached to the application.

Criterion 4:  Qualified by virtue of use of bond proceeds

For the purposes of the application the proceeds of QZABs can be used for: 

· Rehabilitating or repairing the public school facility in which the academy is established,

· Providing equipment for use at such academy,

· Providing instructional materials, and/or

· Providing teacher professional development


Written spending plan is attached to the application.  The plan must include commitments to spend ten      percent of the funds within six months and 90 percent of the funds within three years of the issue of the QZAB bonds.

Amount of Bond Authorization Requested ($9.66 M limit)

$______________________________________________________________________________________

Certification of Eligibility

I certify under penalty of perjury that to the best of my knowledge, the information in this application is true and correct and is in compliance with statutes and administrative provisions of the Rhode Island Department of Education.  The governing board of the above named school district has authorized me to sign this application on its behalf, and has certified through a resolution that the district has met the criteria contained in this application.

________________________________________________________     
___________________________________

Signature of Superintendent





Date


State of Rhode Island and Providence Plantations


DEPARTMENT OF EDUCATION


Shepard Building


255 Westminster Street


Providence, Rhode Island 02903-3400





Peter McWalters


Commissioner





Telephone  (401) 222-4600       Fax (401) 222-6178      TTY 800-745-5555          Voice 800-745-6575





The Board of Regents does not discriminate on the basis of age, color, sex, 


sexual orientation, race, religion, national origin, or disability





Telephone  (401) 222-4600       Fax (401) 222-6178      TTY 800-745-5555          Voice 800-745-6575





The Board of Regents does not discriminate on the basis of age, color, sex, 


sexual orientation, race, religion, national origin, or disability


















































_1333439363.doc






























 8  1
















