STIMULUS FUNDING

Getting a Piece of the Pie:
Schools Need to Be Proactive,
Flexible When Pursuing Stimulus Funding

By Steven R. Turckes

To take advantage of new funding for school facility related projects, school districts will
need to be very proactive, think ahead, and act smartly about their prospective projects.

n February 17, 2009, in the
Omidst of economic turmoil
and one of the worst reces-

sions since the Great Depression,
President Obama signed into law the
American Recovery and
Reinvestment Act of 2009 (ARRA).
This law is intended to: promote job
preservation and creation; investment
in infrastructure projects; increasing
economic efficiency; and help stabilize
State and local government budgets.
Furthermore, ARRA authorizes the
federal government to spend $787 bil-
lion, most of it within the next 18
months, on a variety of items. To take
advantage of this new funding for
school facility related projects, school
districts will need to be very proactive,
think ahead, and act smartly about
their prospective projects.

Of particular interest to the read-
er is what is contained in the enacted
bill that might impact school facility
related projects. Unfortunately, the
short answer is: not as much as we
might like and certainly not as much
as is warranted by the state of the
nation’s schools. As the legislation hit
the floor of the Senate, an important
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provision providing approximately
$14 billion specifically for education-
al facility projects was stripped from
the bill. While the enacted ARRA no
longer contains this provision, it does
provide several notable avenues that
can be explored to garner funds for
construction.

Title XIV - State Fiscal Stabilization
Fund (SFSF)

The State Fiscal Stabilization
Fund, which will be administered by
the Department of Education, pro-
vides a monstrous $53.6 billion in
funds for education. The $53.6 billion
will be divvied up as follows:

First, subtract approximately $5.3
billion right off the top including;:

*  $268M for “outlying areas
on the basis of their respec-
tive needs,”

¢ $14 million for administra-
tion and oversight of the
fund, and

* an additional $5 billion for
grants  (State Incentive
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Grants and an Innovation
Fund), which U.S. Secretary
of Education Arne Duncan
will award based on criteria
outlined in the bill.

The balance of $48.3 billion will
be divided and distributed to each
state governor based on:

1. their state’s “relative population
of individuals aged 5 through
24” (61 percent of the $48.3 bil-
lion), and

2. each state’s “relative total popu-
lation” (39 percent of the $48.3
billion).

Of this $48.3 billion balance
destined for the states, governors
are required to allocate the over-
whelming majority - 81.8 percent,
or approximately $39.5 billion - to
an education fund “for the sup-
port of elementary, secondary,
and postsecondary education and,
as applicable, early childhood
education programs and servic-
es.”



As many state coffers have been
severely damaged by reduced rev-
enues, this large sum of money is
intended to help states restore (to
the extent possible) the healthy
funding of various education pro-
grams and avoid teacher lay-offs.
Approximately $8.8 billion (or the
remaining 18.2 percent) must be
used by the governor “for public
safety and other government servic-
es, which may include assistance for
elementary and secondary educa-
tion and public institutions of high-
er education, and for moderniza-
tion, renovation, or repair of higher
education facilities, including mod-
ernization, renovation, and repairs
that are consistent with a recog-
nized green building rating sys-
tem.” Therefore, as Dr. Appu
Kutten, Chairman of the National
Education Foundation noted in an
interview “the possible dollars that
might flow to facilities-related proj-
ects as a result of the Stabilization
Fund ranges from zero to 18.2 per-
cent...some states, such as
California, that have more pressing
educational needs, might not allo-
cate any funding toward facilities.”

The money that does flow
toward school construction has a
number of noteworthy prohibited
uses including:

1. “payment of maintenance costs;

2. stadiums or other facilities pri-
marily used for athletic contests
or exhibitions or other events
for which admission is charged
to the general public;

3. purchase or upgrade of vehi-
cles; or

4. improvement of stand-alone
facilities whose purpose is not
the education of children,
including central office admin-
istration or operations or logisti-
cal support facilities.”

When ARRA was signed into
law on February 17, 2009, the clock

started ticking on a 45-day window
for each state to claim the funds allo-
cated to it. This window closed on
April 3, 2009, and should a governor
decide not to accept the funds (and a
few, like South Carolina Governor
Mark Sanford, have stated that
intent), then the state’s legislature
has the option to make arrange-
ments to receive the funds. Given
the narrow 45-day window, states
and their constituents, have raced to
line up their requests for funding,
including construction projects, to
submit for consideration.

Tax Credit Bonds for Schools

Two types of tax credit bonds
are also available to help finance
school construction projects: one old
and one new. While both of these
types of bonds require repayment
by the school, the bond purchasers
receive federal tax credits in lieu of
interest thereby affording the school
an interest free loan over a term of
15 years. Given the historic rate of
inflation, most schools see an
approximate 30 percent savings on
the use of the money (large projects
can save more). While not as lucra-
tive as an outright grant, the tax
credit bonds afford an attractive
alternative to more traditional
means of financing.

Familiar to many, the pre-exist-
ing Qualified Zone Academy Bonds
(QZAB), now have additional fund-
ing totaling $1.4 billion for both 2009
and 2010. The current QZAB rules
and regulations remain in tact
including the limitations on the
types of projects that can be done as
well as the requirement to have a 10
percent fund match from a partner.

New to the scene, however, are
the Qualified School Construction
Bonds (QSCB) that have a possible
total national limit of $11 billion in
both 2009 and 2010 ($22 billion
total). While financially structured
similar to QZAB, these bonds do
not require the 10 percent partner
match. Of the total national bond-
ing capacity it appears as though 40
percent is to be allocated to:
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1. the “100 local educational agen-
cies with the largest numbers of
children aged 5 through 17 from
families living below the pover-
ty level, and

2. one of not more than 25 addi-
tional districts designated by
the Secretary of Education that
are deemed to be in particular
need of assistance.

The balance of 60 percent of the
national bonding capacity is allocat-
ed among States according to chil-
dren ages 5 through 17.

As indicated in ARRA, these
bonds “are to be used for the con-
struction, rehabilitation, or repair of
a public school facility or for the
acquisition of land on which such a
facility is to be constructed with part
of the proceeds of such issue.”
Therefore, as opposed to QZAB,
these bonds can be used for new
construction and the purchase of
property. In addition to all of the
aforementioned bonds, ARRA allo-
cates an additional $200 million in
2009 and 2010 “for the purposes of
the construction, rehabilitation, and
repair of schools funded by the
Bureau of Indian Affairs.”

What School Districts Should Do

First, if you haven’t made and
submitted your list of eligible proj-
ects that could be funded under
SESF, by the time you receive this
publication, it may be too late. If you
fall into this category, contact your
state representative(s) immediately
to check on any possible deadline
extensions or alternative strategies
that might get your projects consid-
ered. Remember, the SFSF is a grant
that does not need repayment and it
has a short shelf-life of two years so
if you would rather fund educational
needs keep this in mind - your
funding will end after 2010.

Second, if you determine it isn’t
too late to submit your list, be smart
in putting your project list together.
While it’s tempting to only consider
the obvious short-term needs (like
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that tuckpointing project that you've
been putting off) be sure to put these
projects in the context of your long-
term educational and corresponding
facility objectives. If you can, have
the short-term projects support your
longer-term vision and you'll be bet-
ter off financially down the road. If
you've missed the window for sub-
mitting your projects for the State
Fiscal Stabilization Fund, think about
submitting for the Qualified School
Construction Bonds. While not near-
ly as lucrative, they still offer a finan-
cial saving.

Third, don’t forget that one
theme of the legislation is geared

toward making the United States
more energy efficient. For instance,
the funds available in the SFSF for
construction related projects require
that modernization, renovation, and
repairs are consistent with a recog-
nized green building rating system.
This is an important message for
school districts. Many green or sus-
tainable strategies such as daylight-
ing or improved indoor air quality
have both operational and education-
al benefits. Consider consulting with
someone who has both educational
facility planning (i.e. REFP) and sus-
tainable design (i.e. LEED AP)
expertise on these sorts of projects to

create a holistic and sustainable
vision for your district - you'll reap
the benefits for years to come. B

Steven Turckes, AlA, REFP, LEED®AP
leads Perkins+Will's K-12 practice
and is the director of the

K-12 Educational Facilities Group for
the Chicago office. In Mr. Turckes’
20-year career his work has focused
on the programming, master plan-
ning and implementation of over one
billion dollars of K-12 projects across
the nation and abroad.

Please note this article was
completed in March 2009.

School Facilities and
Tax Credit Bonds

Devoid of legalese, here is a simple
description of what all this means.

By Frederick S. Edelstein

he tax credit portion of the
I American Recovery and
Reinvestment Act of 2009
(aka - the economic stimulus pack-
age or ARRA) has three different
entities that can be used for various
school construction including new,
modernization, renovation and
acquisition of sites for school proj-
ects. The bond rule notice and allo-
cations have been issued by the U.S.
Department of Treasury and the
Internal Revenue Service, and the
appropriate URLs are listed below
for each type of bond. The bond
components are:

Qualified School Construction
Bonds ($11 billion per year for fiscal
years 2009 and 2010) have been creat-
ed for the next two fiscal years.
States and local school systems that
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have school bonding authority or
obtain it, but have not sold their
bonds are eligible to participate.
Each state will get an allocation to be
set by the U.S. Department of
Treasury. The language of the legis-
lation also states that the 100 largest
districts with school-age population
in poverty plus 25 districts designat-
ed by the U.S. Secretary of Education
will get 40% of these dollars and 60%
will be sent to states to provide fund-
ing to other districts. The bonds can
be used to fund new school construc-
tion, modernization, renovation and
acquisition of sites for future school
construction projects. The construc-
tion projects need not be completed
during the fiscal years for which this
program is authorized. Simply
speaking, the federal government is
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paying the interest on the bond
issued by a state or local school sys-
tem. Therefore 100% of the bond can
be used for construction rather than
using part of the funds to pay inter-
est on the bond. Anyone can pur-
chase the bond issued by a state or
locality.

Specific information on these
bonds can be found at:
http://www.irs.gov/pub/irs-
drop/n-09-35.pdf and it includes
the allocations for FY 09 for both
states and the 100 districts receiving
40% of the allocation.

For more information contact
Aviva M. Roth on (202) 622-3980.

Qualified Zone Academy
Bonds ($1.4 billion per year for fis-
cal years 2009 and 2010) have been
extended for an additional two



