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Approval to beqgin the Administrative Procedures Act process: To revise State
Board Policy 6200 — Qualified Zone Academy Bonds [Goal 2 — MDE Strategic
Plan]

The Mississippi Department of Education (MDE) is requesting approval to revise
State Board Policy 6200 — Qualified Zone Academy Bonds (QZABs) to eliminate
the cap set in the policy. The revised language will read: The amount of QZABs
available to public schools will be based on availability of funds at the time of
request.

QZAB funds have not been utilized by public school districts since the Qualified
School Construction Bonds (QSCBs) were created under the American Recovery
and Reinvestment Act of 2009. This is due to the major differences found in the
prequalification rules and purposes of QZABs and QSCBs.

e QSCBs do not have prequalification requirements like QZABs to have a
written Pledge Agreement established between the local school board and
one or more businesses under which the business(es) pledge
contributions having a present value of at least 10% of the anticipated
gross proceeds of the QZABs.

e QZABs may be issued only for the purpose of rehabilitating or repairing a
qualified zone academy, purchasing equipment, developing course
materials and training teachers and personnel in the qualified zone
academy. New construction is not a qualified purpose for QZABs.

e QSCBs do not require the local school district to meet qualified zone
academy requirements of QZABs, including having eligible schools being
located in an empowerment zone or enterprise community or expect to
have at least 35% or more of their students eligible for free or reduced
lunch under the National School Lunch Act.

This item references Goal 2 of the Mississippi Department of Education 2016-
2020 Strategic Plan.

Recommendation: Approval

Back-up material attached



DESCRIPTOR TERM: Qualified Zone Academy Bonds
CODE: 6200

ADOPTION DATE: September 12, 2003

REVISION: March 27, 2012

6200 Qualified Zone Academy Bonds
Background

Created by The Taxpayer Relief Act of 1997, QZABs are an interest free financial instruments
that provide a different form of subsidy from traditional tax-exempt bonds. The difference is that
the QZAB bondholder (these include banks, insurance companies and corporations actively
involved in the business of lending money as well as any individual or private business) receives
a federal income tax credit in an amount equal to a percentage of the face amount of the bond.
The local school board will be responsible for the issuance of QZAB debt under existing
statutory authority and the repayment of the QZAB principal upon maturity. The credit (interest)
rate and maximum maturity (about 14 years under current market conditions) are determined by
statutory formulas.

QZABEs are to be issued in support of a Qualified Zone Academy. A Qualified Zone Academy is
defined to include a public school (not a school district) or academic program within a school
that enters into a partnership with one or more local businesses to enhance the academic
curriculum, increase graduation and employment rates, and better prepare students for the rigors
of college and the workforce under a plan approved by the local school board. Eligible schools
must be located in an empowerment zone or an enterprise community or expect to have at least
35 percent or more of their students eligible for free or reduced lunch under the National School
Lunch Act. Students in a Qualified Zone Academy must be subject to the same academic
standards and assessments as other students educated by the local school system. A
Comprehensive Education Plan must be developed by the partnership and must be approved by
the board of education of the local school district.

The Department of Education has the responsibility of allocating portions (or all) of the amount
of QZAB authority allocated to the State to one or more Qualified Zone Academies. Amounts
allocated to the State for a year that are not allocated to Qualified Zone Academies during that
year will be carried over and allocated in any subsequent year. The Davis-Bacon Act applies to
projects funded with QZABs.

Allocation of QZAB to PUBLIC School Districts

The total amount of QZABs allocated to Mississippi will be available to public school districts
that meet established criteria on first-come-first-served basis. The Department will make that
determination based on the date and tlme the QZAB Apphcatmn 18 recelved from the school
district. The-a 2 ;
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will be based on the availability of funds at the time of request.




QZAB Application

The local school district must complete an application in its entirety and submit to MDE as
required.

It is the responsibility of the board of education of the local school district to determine whether
the purposes for which the QZAB is issued conform to applicable State and Federal Law.
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QZAB and QSCB

Comparison
Qualified Qualified
Zone School
Academy | Construction
Bond Bond

Program Name QZAB QSCB
Federal Tax Credit to Lender Yes Yes
Use of Funds

Renovation & Repair of Facilities Yes Yes

New Construction of Facilities No Yes

Acquisition of Land No Yes

Acquisition of Equipment Yes Yes

Development of Challenging Curricula Yes No

Training Quality Teachers Yes No
Eligibility

35% or More Students Eligibility for Free Yes NA

or Reduced Lunch or

Empowerment Zone or Enterprise Yes NA

Community
10% Community Match Yes NA
Preparation of a Comprehensive Education Plan Yes No




