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DATE:

May 7, 2009

TO:

District Administrators

FROM:

David Carlson, Director



School Financial Services Team

SUBJECT:
Qualified Zone Academy Bond Program and Qualified School Construction Bond Program

The federal Qualified Zone Academy Bond (QZAB) program and the new Qualified School Construction Bond (QSCB) program provides tax credits to financial institutions holding school district bonds issued to finance eligible projects.  The federal government covers all of the interest on these bonds, resulting in savings of up to 40 percent of the cost of these renovation/improvement projects.  The interest payment is actually a tax credit, in lieu of cash, provided to the financial institution that holds the bonds.  Through QZABs and QSCBs, school districts can save on interest costs associated with financing school renovations and new construction.

Qualified Zone Academy Bond Program
Wisconsin has been allocated $5,885,000 and $20,596,000 of QZAB issuance authority for calendar years 2008 and 2009, respectively.  Both years will be aggregated for a total allocation of $26,481,000 and will be allocated by the department to qualifying school districts by August 1, 2009.  

QZAB proceeds may be used to rehabilitate or repair school facilities, obtain equipment, develop curricula, and/or train teachers and other school personnel.  QZAB proceeds may not be used on new construction.  To qualify, there must be a reasonable expectation that at least 35 percent of the school building’s students or program participants will be eligible for free or reduced-cost lunches under the National School Lunch Act when the bonds are issued.  The school district also must obtain 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 percent of the proceeds of the bond issue.  Please refer to the department’s web page for detailed information concerning the program at http://dpi.wi.gov/sfs/recovery.html  

If your district has an interest in the QZAB program, please provide the department with a letter of interest by June 15, 2009.  Your letter should identify the projects by building, acknowledge that the 35 percent free and reduced-cost lunch requirement for such buildings will be met, identify QZAB funding expectations by project, explain how the private participation requirement will be achieved, and confirm the districts commitment to comply with the Davis Bacon prevailing wage requirements.  We encourage you to work with local businesses and community organizations to create proposals that will qualify.  Again, new construction is not an eligible QZAB use.  The department will give priority consideration to eligible school districts that have passed a referendum or have a board approved resolution to issue non referendum debt, and have not previously participated in the QZAB program.
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Qualified School Construction Bond Program 

The American Recovery and Reinvestment Act created the Qualified School Construction Bonds.  The bond proceeds may be used to finance new construction, rehabilitation, repair of public school facilities, the acquisition of land on which a public school facility will be constructed, and new equipment to be used in such facilities.  All school districts and school buildings are eligible regardless of size or poverty levels.  Please refer to the department’s web page for detailed information concerning the program at  http://dpi.wi.gov/sfs/QSCB.html.
Wisconsin has been allocated $98,589,000 in QSCB issuance authority for calendar year 2009. The department will notify qualifying school districts of an allocation by August 1, 2009.

If your district has an interest in the QSCB program, please provide the department with a letter of interest by June 15, 2009.  Your letter should identify the projects by building, QSCB funding expectations by project, and confirm the districts commitment to comply with the Davis Bacon prevailing wage requirements.  

The department will give priority consideration to eligible school districts that have passed a referendum or have a board approved resolution to issue non referendum debt, and for the following purposes:  

· Science, Technology, Engineering, and Math (STEM); 
· Early Childhood, 4-year-old kindergarten;
· Green and Healthy Schools; and
· Safe and Healthful Schools.
In addition, given the amount of current referendum-passed projects statewide, the department will initially limit the allocation of such issuance authorization to 33 percent of the referendum at this time, although this figure could increase depending upon the overall demand for QSCBs.

The department’s role is to provide QZAB and QSCB 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 or QSCB participation requirements as well as state statutory requirements for debt issuance.

If you have questions regarding either of these programs, please contact Natalie Rew, School Financial Services Team at (608) 267-9212 or natalie.rew@dpi.wi.gov .  We look forward to working with you to ensure that Wisconsin schools continue to benefit from these federal programs.

dgd

	Mailing Address: P.O. Box 7841, Madison, WI  53707-7841 ( Street Address: 125 South Webster Street, Madison, WI 53703
Telephone: (608) 266-3390 ( Toll Free: (800) 441-4563 ( FAX: (608) 267-1052 ( TDD: (608) 267-2427 ( Internet Address: dpi.wi.gov



[image: image1.png]