THE FEDERAL STIMULUS ACT AND OHIO

STIM
FOR SCHOOL DISTRICTS:

OHI0 SCHOOLS ELIGI

he recently passed American Recovery and Reinvestment

Act (better known as the “stimulus bill”) more than tripled

alittle known non-interest bearing program known as the

Qualified Zone Academy Bond (QzAB) from $400 million

ayearto $1.4 billion for 2009 and an equal amount for 2010.
Why should this be important to school business officials?

Thereasonis that since 1998, the QzAB program has benefited many
hundreds of school districts to cut their cost of borrowing almost
in half for school modernization projects—from putting a new
roof onabuilding to adding new energy-efficient HvAC systems. It
should be said that only those school districts with 35% of students
on free or reduced lunch are eligible to borrow funds from banks
and other institutions, and pay the principal back in 15 years.

It is easy to see why the Obama administration and the Congress
were eager to provide such a strong endorsement of the decade-long
QzAB program. Not only would the program yield many thousand
“shovel-ready” jobs for repairing what the Society of Engineers has
estimated as $300 billion dollars worth of deteriorating post war
school infrastructure, it would also help students graduate with 21st
century workforce skills.

Participating schools can achieve this goal through creating a man-
datory Academy program whereby non profits and private entities
contribute 10% to the value of the QzaB borrowed amount to set up
an academic program that can meet graduation, college attendance
and workforce needs.
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Ohio will soon have $128 million worth of QzaBs allocation. This
means that the state now has a tremendous opportunity to start
funding some major renovation/11/energy projects that could not
be funded based on the roughly $14 million Ohio hasreceived every
year since 1998.

The QzaB legislation has received bipartisan support every year
since 1998.The legislation provides an unusually effective way to
leverage Federal dollars—QzAB investors receive a direct tax credit
inlieu of interest.

Not only would the program yield
many thousand “‘shovel-ready”
Jjobs for repairing what the Society
of Engineers has estimated as $300
billion dollars worth of deteriorat-
ing post war school infrastructure,
it would also help students
graduate with 21st century
workforce skills.



To be eligible for a QzAB, a 10% match is required from a business or nonprofit
partner. Such match can be in cash or in-kind donations. The match partner is
required to work with the school district to set up a QzaB Academy that “prepares
students for college or workforce with the goal of increasing student graduation
rates, workforce skills, and college attendance.”
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Our recent survey of school superintendents showed that 27.8% of superinten-
dents who were using QzaB funds, used them to purchase energy efficient equip-
ment or invest in recyclable energy. A large number of superintendents (38.9%)
believed a top benefit derived from the QzAB was the opportunity to work with
an outside partner to help form the QzaB academy.

Ninety five point eight percent (95.8%) of the superintendents surveyed agreed
that cost savings easily outweighed any negatives. It would be hard for any school
district to ignore the significant savings to be gained from zero percentage loans.
Asone Ohio School District business manager told me recently, by borrowing $5
million dollars at zero interest, he would only be paying back about $2.5 million
in principal over 15 years in present value terms.

Also on the plus side, the paperwork really turns out to be minimal—most states
have made it easy for school districts to simply state what they intend to use the
QzAB proceeds for, the nature of the match and the way they will measure student
progress in the Academy. In many states, once you have
approval from your board, you can receive the QzaB allo-
cation from the state and be ready to receive QzAB funds
within a couple of months.

For information and assistance with any aspect of QzAB,
visit www.qzab.org or contact the advisors with whom
you work.
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