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Annual Report 
A look at 2010 and the year ahead    

                                                             January 22, 2011
Last year’s highlights for the Cleveland Metropolitan School District’s construction program were the completion of eight elementary schools and the long-awaited start of design for most Segment 5 schools. Less visible were the issuance of the last of $335 million in bonds authorized by voters in May 2001 under Issue 14, as well as changes to the construction program prompted by finalization of the District’s Academic Transformation Plan and by a consultant’s forecast for further decline in enrollment.

These developments kept the Bond Accountability Commission quite busy as it attempted to fulfill its mission of monitoring construction and the expenditure of Issue 14 tax money and informing the community about them. Now we enter 2011 with the resolve to delve deeper into the financial side of the construction program and the hope that our efforts will result in a citizenry better equipped to deal with the challenges presented by the needs of Cleveland’s educational infrastructure.
Issue 14 study
The past year’s most significant achievement for the BAC was release of a 126-page report on the District’s municipal securities operations. The BAC commissioned the study by a team of nationally recognized consultants led by American Governmental Financial Services of Sacramento, Calif. The Commission undertook the study because implementation of best practices in debt issuance is the best way to ensure that taxpayers don't pay too much in interest on the money that finances the construction program. The study, which cost nearly $70,000, would not have been possible without financial assistance from the George Gund Foundation. 
Happily, the report's overall conclusion was that Cleveland taxpayers couldn’t ask for better financing results than the District had achieved so far. However, the consultants said the District Administration could fine tune its strategy to ensure the most efficient use of local tax dollars as the construction program continues. Among a number of suggestions, the AGFS team recommended that the District sell bonds through competitive bidding by underwriters, rather than the negotiated method used in the past, and strongly consider issuing federally subsidized, taxable Qualified School Construction Bonds (QSCBs) authorized under federal stimulus legislation to greatly reduce the interest-payment burden on Cleveland taxpayers.

The District did indeed choose to issue $55 million in QSCBs through competitively chosen underwriters in September, and the result was that local taxpayers saved about $18 million in future interest payments, compared with what would have been paid if conventional tax-exempt municipal bonds had been sold.
Our consultants also were complimentary of the District’s practice of occasionally using cash on hand from current tax collections essentially to pay off portions of previous bond issues early. This saves money long term for the taxpayers. Subsequently, the District set aside money for early payment of part of its 2002 bond issue in December, calculating the future interest savings to taxpayers at $10.5 million.  
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eighteen schools in the segments as well as related matters. This project is being made possible by a special appropriation to the BAC from the CMSD Board of Education.
One other aspect of Issue 14 received its first scrutiny from the BAC last year: the continuing half-mill levy that voters approved along with the $335 million in bonds.

 The BAC reported that most of the half-mill collections go to a state-required fund for future maintenance of schools built new or renovated in the state-subsidized construction program. However, collections in the early years of the tax exceeded the required deposits by a total of about $8 million. The District spent that surplus, but some of the expenditures did not appear to meet the law’s requirement that the money be spent only for goods or improvements with a life expectancy of at least five years. And many of the expenses as reported by the District lacked purchase orders, invoices or other documentation of the purpose of the spending. Some of the charges to this fund have been reversed, and we will be following up this year.
The BAC continued in 2010 to follow developments affecting the Master Plan that maps the future of the construction program.
 In 2008 and 2009, the BAC had called on the District to adjust the Master Plan of 2008 to make its allocation of school space more closely match probable enrollment in each academic neighborhood. Last January, we reported that the Academic Transformation Plan took a step in that direction by closing some schools.
 In July, the BAC reported on an overhaul of the 2008 plan in response to a new forecast by a state consultant of further declines in District enrollment. The proposal, done by the Ohio School Facilities Commission (OSFC) staff in consultation with the District Administration, would eliminate 11 elementary schools and one high school from the Master Plan approved by the Board of Education in July 2008. The proposal would also change the size of various schools. The BAC report remains the only public discussion of this proposal, which does much to address the school capacity issues raised previously by the BAC.

We will continue to monitor Master Plan developments this year, including the impact of any further school closings or transfers of schools to charter operations.

Meanwhile, contract bidding for five Segment 5 elementary schools is scheduled to begin this fall and for three high schools early next year. The District also still needs to find a site for the promised new West Side High. We will report on all these things, as well as whether city residents have had a proper opportunity to advise architects in the design of the schools, as required by District policy.

Segment 5 will also be the District’s first under a requirement of the OSFC that all schools be designed and built to energy-conservation and environmental-responsibility standards established by the U.S. Green Building Council. This was the subject of a BAC report in December 2009, and the BAC will report on Segment 5 green innovations as they are developed.  

The public had an opportunity to interact with the BAC at six open meetings held in 2010 at Cleveland schools and other public locations. Each meeting has included presentation of a report on the construction program’s progress, including activities at each school in the active segments, a budget report, and the District’s reported performance regarding its goals for minority and female participation in the construction workforce and for participation by minority- and female-owned contractors. 
In all, the BAC issued nine written reports and two oral reports in 2010. The written reports are posted on the School District’s Web site at
 http://www.cmsdnet.net/Resources/Community/BAC.aspx
Lastly, we must note that unless the BAC secures more money, it will have to cease funded operations very early in 2012, as indicated by the financial report below. 

The BAC’s mission

The Bond Accountability Commission is an independent, non-profit, all-volunteer organization appointed by Cleveland Mayor Frank Jackson.

In authorizing the current BAC, the Cleveland Metropolitan School District Board of Education resolved that the Commission’s responsibilities include monitoring implementation of and revisions to the Facilities Master Plan; working to review the design, engineering, contract bidding and awards, procurement, and construction of projects funded by the voter-approved Issue 14 (May 2001); communicating its findings to the community; regularly reporting to the Board; holding at least quarterly public meetings; and issuing an annual report.

A Memorandum of Understanding signed in February 2007 by leaders of the Bond Accountability Commission 2, Inc., and the School District says the mission of the BAC is “to monitor and inform the public concerning the expenditure of funds by the School District for the School Facilities Projects.” The memorandum says that to accomplish its mission, the BAC has the “authority to monitor and review the development, content and implementation of the Facilities Master Plan; the construction of the School Facilities Projects; and the expenditure of Issue 14 Funds.”

The memorandum says the District commits to support the oversight process by providing access to records, documents and other information, and adds that “this information will enable full and fair participation by the public in the evaluation of the School District’s plans to acquire, build, repair, replace, and modernize the School Facilities.”

BAC meetings and report summaries
January 19, 2010:  Campus Center Lounge, Cuyahoga Community College, Metro Campus.

Annual Report: 
 BAC activities for the past year and areas of interest for 2010: The Cleveland Metropolitan School District transformation plan announced January 5, 2010 will have a significant impact on the Cleveland Metropolitan School District’s construction program and the spending of taxpayer money under Issue. The District also will launch Segment 5 of the 10-segment construction program this year. The BAC will monitor expenditures, the pace of construction, and the opportunity to influence school design through Core Teams of students, parents, teachers, neighbors and other community representatives. Segment 5 will also be the District’s first under a requirement of the Ohio School Facilities Commission that all schools be designed and built to energy-conservation and environmental-responsibility standards established by the U.S. Green Building Council. The BAC will report on Segment 5 green innovations as they are developed.  The District will need to issue bonds or notes to finance Segment 5, and the BAC plans to report on the sales, with an eye to whether taxpayer interests are protected. In that regard, the BAC has retained consultants to analyze the District’s conduct of previous bond and note sales under Issue14. The BAC has taken a strong interest in whether Cleveland residents and contractors have an opportunity to participate in the construction program, sponsoring forums during the past year to address issues among representatives of labor, contractors and the School District.. The BAC has held bimonthly public meetings at Cleveland schools and other public locations. Each meeting has included presentation of a report on the construction program’s progress, including activities at each school in the active segments, as well as a budget report.  In all, the BAC issued 13 written reports in 2009. On a number of occasions the BAC has reported on the construction Master Plan of 2008, calling on the District to adjust allocation of plan school space to expected academic-neighborhood enrollment. The transformation plan addresses this issue. In addition, the OSFC will likely require reduction of the Master Plan, and the BAC will report on whether this is accomplished in a way that reflects academic-neighborhood population. 

To read the entire report, go to 

http://net.cmsdnet.net/BAC/BACdocuments/BAC_AnnualReport01-19-10.pdf
Master Plan Update 12:  
The scope of the transformation plan being considered by the School District far exceeds matters normally monitored by the BAC but, if adopted, the plan would have an impact on those matters:
 1) Master Plan excess capacity, as outlined by an OSFC-commissioned enrollment forecast that appears to require reducing the Master Plan of 2008 by space for 3,915 preK-8 students and 594 high school/vocational students. The District has not released details of planned adjustments to the Master Plan, but the transformation proposal does call for closing some Master Plan schools, a first step toward the necessary reductions;
 2) Matching construction to enrollment, as discussed in BAC reports in August 2008 and December 2009. Those reports noted that the Master Plan of 2008 appeared to provide for far more preK-8 school space than enrollment trends indicated was likely to be needed in some of the District’s academic neighborhoods by the end of the construction program and, indeed, more space than some of them need now even though the enrollment trend is one of steep decline. The transformation plan begins to address that issue, but the planned closings would leave some neighborhoods, especially Adams, with too much Master Plan capacity and would leave one and perhaps two with too little; 
3) Issue 14 expenditures, by eliminating some schools from the Master Plan and by providing for improvements to schools that are not currently part of the Master Plan. However, the School District has not released details of the capital spending that would be required to implement the transformation plan, including the budget for plan notations “prioritize capital dollars” and “prioritize facilities expansion.” This means that while the BAC can identify likely areas of impact, such as improving schools and moving, mothballing or demolishing schools slated for closure, it cannot quantify the financial impact of the Master Plan on Issue 14 funds. 

To read the entire report, go to 
http://net.cmsdnet.net/BAC/BACdocuments/MasterPlanTwelve.pdf
Program Progress Update (oral): 
Willson elementary, the last school in Segment 3, is to be completed in January, and the transformation plan would eliminate Charles Lake elementary from the ongoing Segment 4 and Forest Hill Parkway elementary from Segment 5. Site work is under way for Mound elementary, the last school planned for Segment 4. Meanwhile, the construction manager’s estimate of Segment 4 cost, including Charles Lake, continued to fall, to 18.4 percent over the Project Agreement budget, in contrast to the estimates for Segment 3, which rose to in excess of 23 percent.

February 13, 2010: Carnegie West branch, Cleveland Public Library, 1900 Fulton Rd. Cleveland.

Retreat (open to public):
Administrator James Darr presented a preliminary update on research into the Cleveland Metropolitan School District’s Maintenance Fund, which is funded by proceeds of a half-mill levy approved in May 2001 as part of Issue 14.

Commissioners discussed a preliminary report from a team of consultants retained by the Bond Accountability Commission to evaluate the District’s strategy for and execution of securities sales authorized by Issue 14. 

Commissioners also discussed a tentative project to retain a consultant to examine District spending of Issue 14 proceeds, including the scope and timing of the project and the Request for Proposals process.

Mr. Darr reported that the BAC had not received any response from the District Administration or Board of Education to outstanding BAC requests for information about the impact of the District’s transformation plan on Issue 14 funds 

March 16, 2010: Campus Center Lounge, Cuyahoga Community College, Metro 
Program Progress Update (oral): 
Eight Segment 3 schools are holding classes, and the final school, Willson, is near completion. In Segment 4, classes started at the new Jamison in January. Design of Segment 5 schools is expected to begin in March, and the rest of the Master Plan is expected to be revised. Completion targets for the remaining Segment 4 schools are Stevenson, January 2011; Grdina, August 2011; Dickens, January, 2011;  Carver, August 2010; Mound, August 2011; Euclid Park, 2010; Hale, January 2011; and Jefferson, December, 2010. Audubon was previously deleted from the segment, and the new transformation plan eliminated the Charles Lake project. 

Issue 14 / Half-mill levy revenue and spending: 
Part of Issue 14 on the May 2001 ballot was a continuing half-mill levy for permanent improvements. After Issue 14 was approved, the Cleveland Metropolitan School District entered the school construction program co-funded by the Ohio School Facilities Commission. The OSFC requires that a district dedicate the proceeds of a half-mill levy to a separate fund that would pay for maintenance of the schools renovated or replaced through the program. The District began collecting the levy proceeds in the second half of Fiscal 2002. Full-year receipts have ranged from $2.922 million in Fiscal 2003 to $2.589 million in Fiscal 2009, declining each year.
 The District was not required to deposit any money into the required maintenance fund until Fiscal 2005, and even then at the rate of only $2.465 million a year, an amount based on only the on-time collections in Fiscal 2004. This resulted in the District gaining through Fiscal 2009 $8.567 million, including interest, more than it was required to deposit into the maintenance fund. As of Jan. 18, 2010, the District reported having spent or obligated $8.548 million of the surplus, most if not all of it for expenses not eligible for spending under the OSFC-required Maintenance Business Plan. For the surplus funds, state law requires only that proceeds of a permanent improvements levy be spent on materials or improvements with an expected life of at least five years.
 The state has subsidized the OSFC-required Maintenance Fund with an annual “equalization payment” of $1.93 million since 2006. Those payments and the required District deposit totaled $22.511 million as of January 2010, and expenditures and obligations totaled $627,960.73. The District has segregated the required funds from the surplus funds via Special Cost Centers within what is known as Fund 034. If the amount generated by the half-mill levy should fall below the OSFC-required amount, the District would have to make up the difference from other sources.
 A District-supplied spreadsheet of expenditures from the unrestricted portion of Fund 034 does not in many cases list the purpose of the expense, but those that are listed are for capital items, general repairs, and routine tasks such as painting and patching plaster and asphalt. Some 300 expenses are simply listed as for “payroll” without indication of what work was done, who did it, or where. The District Finance Department said these are for work done by members of the District’s own building trades crew. Documentation is also incomplete for numerous payments to what the District said were union trades workers employed on a temporary basis. No purchase orders are listed for either type of expense. No payroll or union charges appear after the last quarter of 2007. However, two charges totaling nearly $39,000 occurred in 2008 for “SERS Surcharge” with no other documentation. SERS is the acronym for State Employees Retirement System of Ohio. No purchase orders are listed. Also, no purchase order, check number, recipient or location is provided for an $111,742.79 charge for “start up cust equip” on April 24, 2008.
 Complete information on spending reports, including purchase order, invoice and check numbers and the purpose and location of expenses, can help establish the legitimacy of expenditures.
The consultants who formulated the District’s OSFC-required Maintenance Business Plan outlined a plan that says optimum maintenance of the new schools would require far more money than supplied by the District-required deposits and the equalization payments. The District unquestionably has substantial maintenance needs at many schools that are not part of the OSFC program, yet the desirability of maximizing the life and performance of the new schools and the prospect of the half-mill levy some day not yielding sufficient revenue suggest that the District should consider limiting future expenditures of Fund 034 to new or renovated schools. In any case, transparency and accountability demand full documentation of all expenditures from Fund 034.
To read the entire report, go to

http://www.cmsdnet.net/Resources/Community/~/media/98E6CD66A289472DAA8999D346428D69.ashx
May 18, 2010: Campus Center Lounge, Cuyahoga Community College, Metro Campus, 6:30 p.m.

Program Progress Update 15:
 Construction: All schools in Segments 1 and 2 have been completed, as have eight of the nine Segment 3 elementary schools. The final Segment 3 school, Willson, is to open in August. In Segment 4, work is under way at eight elementary schools, and one, Jamison, was completed and opened for classes in January.  Charles Lake was deleted by Board of Education adoption of the District’s Academic Transformation Plan.

Of note in Segment 4: Euclid Park, 17914 Euclid Avenue, is nearly complete.  However, additional outdoor work will need to be done as a result of the District’s decision this month to purchase adjacent land parcels for $75,000 plus up to $10,000 in closing costs.
 For Anton Grdina, the Board of Education approved a mediated settlement of a $466,000 claim by the general trades contractor, Cold Harbor Building Co., in the amount of $279,958, of which the District must pay 32 percent. The District said the claim stemmed from delays caused by lack of a building permit from the city until June 2009 although the contract bids were opened in January 2009. A further delay stemmed from the Project Team’s decision to suspend operations for the winter. The occupancy date has been postponed from January 2011 to August 2011. 
The occupancy date for Thomas Jefferson, 3145 West 46th Street, has been accelerated from January 2011 to August 2010. George Washington Carver, 2201 East 49th Street, is also scheduled to open in August. Other scheduled occupancy dates: January 2011: Dickens, Stevenson, Hale; August 2011, Grdina, Mound. 
Core Teams have been established to advise in the design of Segment 5 schools. Wire-Net is leading an effort by consultants and community members to plan the new Max Hayes Vo-Ed High School. Segment 5 was to have had 11 schools, including four high schools. However, the Transformation Plan deleted an elementary school, Forest Hill Parkway. The Construction Manager’s report says another elementary school, Charles Mooney, 3213 Montclair Avenue, is to be removed from Segment 5.   Architectural and engineering design bids were awarded in March. No site has been announced for Segment 5’s new West Side High School. The District will need to secure more money through a bond issue before the Ohio School Facilities Commission will co-fund Segment 5. The District plans to issue the bonds this year.
Budget: The Project Agreement budgets for Segments 1 through 4 were amended by the Board of Education on Feb. 23, 2010, to reflect changes in scope of work for various schools, moves of schools from one segment to another, deletion of some schools from the Master Plan, and cost changes attributed in Board resolution materials “primarily to market conditions.” Thus the estimated cost of Segment 3 is now not 23.37 percent above the budget outlined in the Project Agreement with the OSFC, as was reported last December, but 3.28 percent above the budget. The overruns for Segments 1 and 2 are now listed as 2.36 percent and 2.76 percent, respectively. Segment 4 total costs are now projected to be 15.18 percent over the budget, rather than the previously reported 19.74 percent. 
With the elimination of five schools from Segments 4 through 7 of the Master Plan due to adoption of the Academic Transformation Plan and possibly a sixth school as indicated by the Construction Manager’s report, it appears that the District will now be able to make Issue 14 – the major source of local matching funds for the construction program -- last through Segment 7 of the currently defined 10-segment program. That conclusion is contingent on the District’s ability to spend interest earnings and federal technology reimbursements, to get OSFC credit for $15.5 million in pre-program spending, and to constrain spending of unmatched Locally Funded Initiative money on schools that are not in the Master Plan. The District reports LFI spending and encumbrances as of April 30, 2010, as totaling $59.48 million, about 21.2 percent of Issue 14 debt issued to date. 
The District estimated in 2008 that it would need voter approval of an additional $217 million in bonds to complete the final three segments of the 10-segment program, but if all sources of revenue and the cuts made in the Transformation Plan are considered, the total need could be as low as $141 million. In addition, the Master Plan of 2008 likely will be trimmed further, which would cause the needed amount to decline.

Community Inclusion: The District’s goal for construction contracts is 30 percent participation by minority- or female-owned firms. As of March 31, 2010, the reported participation level was 35.86 percent. The District has set non-binding goals for workforce participation in the construction program as 20 percent for minorities, 5 percent for women, and 20 percent for District residents. A chart with a project-by-project breakdown shows that the goals have largely not been met for schools but have been exceeded on smaller projects for which the District has more hiring flexibility.
To read the entire report, go to
http://www.cmsdnet.net/Resources/Community/~/media/32AC733B01224778BE0E5F24CE9B9B13.ashx
Issue 14 Bond Issues: 
Consultant Robert Doty, president of American Governmental Financial Services of Sacramento, Calif., presented the report:

 AGFS led a team of nationally recognized consultants in an evaluation of Cleveland Metropolitan School District municipal-securities operations. The report's overall conclusion: Taxpayers couldn’t ask for better financing results than the District has achieved so far, but the District Administration could fine tune its strategy to ensure the most efficient use of local tax dollars as the construction program continues
.

 Among a number of suggestions for improvement, the AGFS team recommended that the District:

· Sell bonds through competitive bidding by underwriters, rather than the negotiated method used in the past. With the District’s enhanced credit rating through a state program and the unlimited nature of the Issue 14 tax pledged to pay off customary tax-exempt municipal bonds, the District stands to get a better interest rate if it goes the competitive route.
· Implement an investor-relations program to cultivate a pool of potential CMSD bond buyers, which could maximize the effectiveness of competitive sales and the chances of obtaining the best interest rates.

· Consider more broadly using the services of its Financial Advisors and Bond Counsel and paying them for their time and effort rather than through fees contingent on sale closings and the size of sales.

· Base the selection of underwriters in any negotiated deals mainly on the ability of the firms to get the best interest rates for the taxpayers, rather than, as in the past, mainly on location in the city, previous experience with the District, and fees. 

· Consider use of Qualified School Construction Bonds or other federally subsidized tax-credit bonds authorized under federal stimulus legislation to greatly reduce the interest-payment burden on Cleveland taxpayers.

The District’s cost of bond and note issuance on its Issue 14 sales was low to moderate, with the possible exception of one small note issue in December 2008, which may have been explained by the bond market turmoil at the time. An analysis of interest rates on the two bond sales under Issue 14 found that the District paid interest rates comparable to those obtained for better-rated municipal securities at the time. 

Analysis of cash-flow management found that it had been done quite well, with the District issuing notes and paying them off early with available tax receipts, which creates the ability to issue more debt later without increasing the annual burden on individual taxpayers.

There is no need for the District to purchase bond insurance to improve the credit rating of its bonds because such insurance probably would not improve the rating beyond what is accomplished though the Ohio credit-enhancement program. 

For now, the QSCBs offer the best opportunity to save money for local taxpayers, because the Federal Government will be footing the bill for many millions of dollars in interest. In response to a comment by District Chief Financial Officer James Fortlage that the District was also considering other options, Mr. Doty suggested that the District talk with someone from the Boston public schools, which recently conducted a successful competitive sale of QSCBs.

To read the entire report, go to

http://www.cmsdnet.net/Resources/Community/~/media/BB8447BD9CF5455CBCFB0340D2EAE185.ashx
July 27, 2010: The new Thomas Jefferson K-12 school, 1122 Ansel Rd
The new school:

In introductory remarks, CMSD’s Gary Sautter, Deputy Chief of Capital Projects, explained the background of the Thomas Jefferson project and the decision to make the school a K-12 accommodating the District’s Newcomers Program and the Ninth Grade Academy for Lincoln-West High.

Program Progress Update 16:
All schools in Segments 1-3 except Willson are completed. Willson is to open for classes in August. In Segment 4, Jamison elementary opened in January. Thomas Jefferson K-12 and George Washington Carver and Euclid Park elementary schools are to open in August. Other scheduled occupancy dates: January 2011: Charles Dickens, Adlai Stevenson, Nathan Hale; August 2011, Anton Grdina and Mound elementary schools.
 The new Segment 5 approved as part of the revised Master Plan in July 2008 includes three high schools: Max Hayes, due April 2014; John Marshall, August 2014; and West Side High (site and completion date to be determined), and a K-12 Cleveland School of the Arts (2064 Stearns Road), May 2014, although the latter may be changed to grades 6-12. The segment also included seven PreK-8s: Almira, due March 2013; Miles, March 2013; Orchard, March 2013; Paul L. Dunbar, March 2013; Louisa May Alcott, March 2013; Forest Hill Parkway, 450 East 112th Street, which was eliminated by the Academic Transformation Plan and is to be demolished, and Charles Mooney, 3213 Montclair Avenue, which is to be removed from Segment 5 and its fate left for later determination. The District awarded architectural and engineering design bids in March.

It appears that the District will be able to complete Segment 6 of the new proposed 10-segment Master Plan with a combination of Issue 14 funds, federal technology reimbursements, interest earned on Segment 1 and 2 accounts, and requested OSFC credit for money spent prior to the District joining the OSFC program. Judging by the cost estimates of the Construction Manager and the new tentative Master Plan compiled by the OSFC staff, cost reports and estimates from the District, and District estimates of potentially available non-Issue 14 funds, the school facilities program could be completed with authorization for roughly $128 million more in bonds, not adjusted for inflation. Adding a 20 percent allowance for adjustments to construction budgets for Segments 5 through 9, the figure would be roughly $164 million. Additional capital spending by the District for repairs at schools not included in the Master Plan would increase that amount.  

The District’s goal for construction contracts is 30 percent participation by minority- or female-owned firms. As of March 31, 2010, the reported participation level was 35.86 percent. The School District has set non-binding goals for workforce participation in the construction program as 20 percent for minorities, 5 percent for women, and 20 percent for District residents. As of June 30, 2010, the District reported overall participation of 19.6 percent for minorities, 3.8 percent for women, and 18.5 percent for District residents.

To read the entire report, go to 

http://www.cmsdnet.net/Resources/Community/~/media/EE670735E2EF4A94A8E33036C94785DB.ashx
Master Plan Update 13:
The Ohio School Facilities Commission (OSFC) staff, after consulting with the Cleveland Metropolitan School District staff, has devised a draft plan that would conform the District’s construction program with a 2009 enrollment forecast for the program’s final school year, 2016-17. The proposal, which quite likely will be adjusted, would eliminate 11 elementary schools and one high school from the Master Plan approved by the Board of Education in July 2008. The proposal would also change the size of various schools. It would result in new or renovated space for 35,639 students, compared with the 2008 plan’s 40,743. The tentative revision does much to address previous concerns that although the Master Plan of 2008 met the required district-wide enrollment target at the time, it distributed the preK-8 space in a way that did not appear to reflect neighborhood enrollment trends or, in some cases, current enrollments.  The OSFC draft incorporates changes outlined in the District’s Academic Transformation Plan approved earlier this year, with some exceptions that may need to be ironed out.  The report explains the draft plan for each neighborhood, comparing it with the OSFC’s interpretation of the 2008 Master Plan.  

To read the entire report, go to 

http://www.cmsdnet.net/Resources/Community/~/media/88F815E83884496F9CA1447918FBC6D9.ashx
October, 5, 2010: The new Willson K-8 school, 1122 Ansel Rd
Geothermal heating:

 Gary Sautter, deputy chief of capital projects for the Cleveland Metropolitan School District, was called upon by Chairman Sanchez for a brief update on the School District’s implementation of geothermal heating and cooling systems at five selected schools.
 Mr. Sautter explained that the systems extract heat from wells dug deep into the earth. Liquid heated in the wells is pumped into the school, where the heat supplements that generated in boilers. The system can be used for cooling in the summer, when the liquid will be cooler than the outside air. The goal is to lower energy costs. He said the depth and number of wells varies according to geological factors at each location. Some sites are not suitable for geothermal systems.
 He said the boilers installed in each geothermal school are of sufficient size to heat the schools in case the geothermal system fails to perform adequately. He said the District will monitor heating costs to determine whether the systems have the estimated 12-year pay-back, i.e., whether fuel savings pay for the additional cost of the system in 12 years. He said the pay-back period may be as little as nine years if the system also is used for air-conditioning in the summer.    

Program Progress Update 17:

This report implements a new approach to reporting on construction costs. It also includes a section on Core Team involvement in Segment 5 school planning.

Segment 1: All schools complete.  Projected cost: $207.2 million.

Segment 2: All schools complete. Projected cost:  $103.2 million.

Segment 3: All schools complete. Projected cost: $138.2 million.

Segment 4: Jamison, George Washington Carver and Euclid Park elementary schools are completed, as is the Thomas Jefferson K-12. Other scheduled occupancy dates: December 2010: Charles Dickens, Adlai Stevenson, Nathan Hale elementary schools; August 2011: Anton Grdina and Mound elementary schools. Projected cost: $142.8 million. The occupancy dates for Segment 4 schools range from eight to 24 months beyond the original targets, due chiefly to an extended design review period aimed at controlling costs.

Segment 5: The new Segment 5 approved as part of the revised Master Plan in July 2008 and proposed in a 2010 Master Plan revision includes three high schools: Max Hayes Vocational, now targeted for May 2014; John Marshall, August 2014; and West Side High (site and completion date to be determined), and a K-12 Cleveland School of the Arts, now June 2014, although the latter may be changed to grades 6-12.

The segment as approved in 2008 also included seven PreK-8s: Almira, due March 2013; Miles, March 2013; Orchard, March 2013; Paul L. Dunbar, April 2013; Louisa May Alcott, March 2013;  Forest Hill Parkway, which was eliminated by the Academic Transformation Plan, and  Charles Mooney, which was removed from Segment 5 in the proposed 2010 Master Plan. The planned demolitions of Mooney and Forest Hill Parkway are on hold. Projected cost: $203.8 million.

The start of Segment 5 was delayed about a year by the Academic Transformation Plan process. The District awarded architectural and engineering design bids in March.

Segment 5 Core Teams:  According to District policy, Core Teams are to be established at each school targeted for construction or renovation immediately after award of the architect contract for each school. The Core Teams are supposed to consist of parents, teachers, other neighborhood residents, elected representatives, community development corporations, and neighborhood business representatives.

The Segment 5 contracts were awarded in March, and the BAC learned from a community member at its July meeting that the long-ago-selected Core Team for John Marshall High had not yet been called to meet. Upon inquiry, a District community relations specialist provided this report on Oct. 4:

“Cleveland Metropolitan School District Community Relations began to engage Segment 5 principals in August 2009 with regard to their respective community Core Teams.  Official Core Team meetings for Almira, Paul L. Dunbar, Miles, Orchard and Louisa May Alcott Schools got under way in March of this year, and each team has met at least twice.  Architects have been present at all of the Core Team meetings. ... Regarding Max S. Hayes and John Marshall High Schools and the Cleveland School of the Arts, the District continues to move toward initial Core Team meetings.  District officials are working on site finalization for those Segment 5 projects.” 

From its inception, the BAC has advocated an active, “authentic” role for the community in the design of schools as beneficial for all parties. To repeat excerpts from a February 2008 BAC report: “The OSFC says “a well-developed community engagement plan is a critical factor in obtaining community support for a project.” ... “The ‘Community Engagement Guide’ (KnowledgeWorks Foundation, June 2005) distributed by the OSFC says, ‘KnowledgeWorks ... has adopted the term “authentic community engagement” to describe community engagement that creates ownership rather than ‘buy-in.’ Authentic community engagement is not about informing people, but educating community members so that they can make informed decisions.’ The premise of the foundation’s recommendations is that ‘people are much more likely to support what they have helped create.’ ”

It is an improvement from the Segment 4 experience that the Segment 5 Core Teams for elementary schools have met at least twice, but the architects were hired six months ago. An accelerated meeting schedule would seem advisable.

As far as the high schools are concerned, the fact that the exact positioning of the new schools on their prospective sites has not been finalized does not seem to excuse the failure to fully assemble and convene the Core Teams in meeting with the architects. In fact, the architects are working on their respective Program of Requirements (POR), essentially a list of features that the schools will have. Core Teams could and should provide valuable input in this process.

Finally, the District Website lists the schools in each construction segment at http://net.cmsdnet.net/NewSchools/segment_schools.htm Clicking on each school name provides details about the school, including the members of its Core Team. These lists are badly outdated, however, and need to be improved to reflect the current Core Team rosters. A contact phone number would also be useful, so that neighborhood residents can have a way of providing input to and possibly joining a Core Team.

Construction Costs: This report implements a new approach to reporting on construction costs. Previously, the BAC had compared the Project Agreement budgets for each school to the projected actual costs. However, after the Board of Education and the OSFC amended the original segment Project Agreement budgets, in many cases after schools were completed, the comparison became rather meaningless.

Now, therefore, we are offering comparisons of the actual cost of each school per square foot of construction. 
Care should be taken not to draw conclusions about the cost-efficiency of a particular architect or general-trades contractor based solely on the charts, because some schools have much more Locally Funded Initiative (for features not co-funded by the OSFC) cost than others. And much of the LFI total is included in the general-trades contract, which increases the cost of the contract per square foot.

Community Inclusion: The District’s goal for construction contracts is 30 percent participation by minority- or female-owned firms. As of August 31, 2010, the reported participation level was 36.27 percent. The School District has set non-binding goals for workforce participation in the construction program as 20 percent for minorities, 5 percent for women, and 20 percent for District residents. As of October 1, 2010, the District reported overall participation of 19.6 percent for minorities, 3.7 percent for women, and 18.4 percent for District residents.

To read the entire report, including the cost charts, go to
http://www.cmsdnet.net/Resources/Community/~/media/4FDB0EE0E55644AFA47F4C3203DDDB4A.ashx
Issue 14 Update / $55 million bond issue:

CMSD has issued the last of $335 million in bonds authorized by voters in May 2001 to finance school construction and renovation.

A BAC-commissioned study led by American Governmental Financial Services of Sacramento, Calif., had concluded last April with recommendations on how the District might improve its bond-issuance practices. Among the recommendations were that the District sell its bonds through competitive bidding, rather than the negotiated method used in the past, and that the District issue taxable Qualified School Construction Bonds, rather than the tax-exempt securities issued in the past.

The District did choose to conduct a competitive sale of QSCBs, which were authorized under federal economic stimulus legislation. Within limits, the federal government reimburses a QSCB issuer for the interest due on the bonds.

The District offered $55 million in QSCBs to competitive bidding on Sept. 14. It received three bids and awarded the sale to BMO Capital Markets. Excluding costs of issuance, the net interest cost to the District after federal reimbursement of 4.94 percent of the interest rate will be 0.26 percent, according to the District’s interim chief financial officer. The interest cost to local taxpayers over the 16-year life of the bonds will be $1.3 million. That compares with $25.7 million at the full 5.20 percent bid rate and in the neighborhood of $18 million had the District issued the customary tax-exempt general obligation bonds.

In addition, the terms of the bonds will allow the District to earn interest on $3,235,294 to be deposited in a bond retirement account each year. The District estimated those potential earnings at $13.2 million, assuming a 3 percent interest rate.

The bond proceeds will allow the District to receive reimbursement from the Ohio School Facilities Commission for 68% of the main design and construction costs of Segment 5 of the District’s 10-segment capital program.

To read the full report, go to 
http://www.cmsdnet.net/Resources/Community/~/media/987470567FBC417AAEBF45C54D57FC38.ashx
BAC financial report

	Revenue, expenditures and outlook
	
	
	

	
	2007
	2008
	2009
	2010
	2011
	2012

	Salary, taxes 
	$58,758.57
	$70,610.80
	$70,729.09
	$70,485.49
	$70,729.00
	$70,729.00

	health benefits
	$0.00
	$0.00
	$6,679.37
	$16,787.40
	$10,496.28
	$11,200.00

	payroll service
	$700.39
	$1,108.39
	$1,183.28
	$1,315.95
	$1,500.00
	$1,600.00

	office supplies, printing
	$4,709.00
	$998.79
	$1,719.78
	$1,361.65
	$1,700.00
	$1,700.00

	government fees
	$199.03
	$750.00
	-$60.66
	-$9.65
	$25.00
	$25.00

	rental, equipment
	$0.00
	$0.00
	$0.00
	$0.00
	$1,700.00
	$4,000.00

	outreach
	$0.00
	$0.00
	$0.00
	$0.00
	$4,000.00
	$4,000.00

	bank fees
	$0.00
	$0.00
	$62.52
	$31.32
	$30.00
	$30.00

	consultants, projects
	$643.70
	$0.00
	$1,689.13
	$65,611.27
	$183,000.00
	$3,000.00

	liability insurance
	$0.00
	$0.00
	$0.00
	$0.00
	$2,500.00
	$2,500.00

	Total expenditures
	$65,010.69
	$73,467.98
	$82,002.51
	$155,583.43
	$275,680.28
	$98,784.00

	Balance Forward
	
	$89,048.92
	$55,801.94
	$175,750.26
	$282,223.28
	$7,543.00

	Grant income 
	$0.00
	$40,000.00
	$40,000.00
	$0.00
	$0.00
	$0.00

	Interest 
	$4,059.61
	$221.00
	$1,950.83
	$2,056.45
	$1,000.00
	$50.00

	Other income
	$150,000.00
	$0.00
	$160,000.00
	$260,000.00
	$0.00
	$0.00

	Total income
	$154,059.61
	$129,269.92
	$257,752.77
	$437,806.71
	$283,223.28
	$7,593.00

	Year-end assets (deficit)
	$89,048.92
	$55,801.94
	$175,750.26
	$282,223.28
	$7,543.00
	($91,191.00)


This report shows income and expenditures from the start of funded operations on March 1, 2007, through Dec. 31, 2010, and estimates of what might be spent in 2011 and 2012. No provision is made for any major projects in 2012.
Salary, taxes: The BAC Administrator’s annual salary of $65,000, plus fees for unemployment insurance, workers’ compensation, Medicare, and Social Security.

Health benefits: The BAC Administrator’s medical insurer demanded a 57% rate increase for 2010. Instead, the Administrator accepted a policy with less of a premium increase but higher deductibles and co-pays, and the BAC put $7,350 into escrow to cover the difference in co-pays and deductibles over two years. The escrow is shown as a 2010 cost in addition to policy premiums, which are increasing again.

Payroll service: An outside contractor takes care of paychecks, tax withholding, fees.
Government fees: BAC received refunds in 2009 and 2010 of some governmental registration and application fees. Amounts for 2011 and 2012 are merely contingencies.

Rental, equipment: Cuyahoga Community College has donated an office and computer/printer, but we are budgeting modest amounts for 2011 and 2012 in case that arrangement ends. In addition, BAC may need to purchase some capital items.

Outreach:  A provision for possible contracting to expand BAC’s newsletter operation and perhaps establish and operate a Web site.

Consultants, projects: The 2010 amount was for the analysis outlined above by American Governmental Financial Services. The 2011 amount is for a cost assessment of construction contracts and a $3,000 contingency. The amount for 2012 is a contingency.

Grants: Money that the BAC received from the George Gund Foundation.

Other income: Money that the BAC received from the School District. The 2010 amount includes an $80,000 operational subsidy, plus a special appropriation for the 2011 cost assessment. Clearly, more subsidies will be needed for the BAC to continue operations.  

Commissioner Profiles

Alfonso Sanchez, chairman: Retired Executive Vice President of Turner Construction, where he presided over major construction projects, including the Key Tower, the Galleria, Cleveland Public Library, and Cleveland Clinic buildings.  He continues to help owners manage complex projects from site acquisition to final occupancy. Mr. Sanchez earned a Bachelor of Science degree in Mechanical Engineering from the University of Illinois and a Juris Doctor degree from Cleveland State University.
Sandra Morgan, vice-chairwoman: Director of development for the Kent State University College of Arts and Science. She is a mother of three, all of whom attend or graduated from Cleveland public schools, and is a former member of the Cleveland Board of Education with a long-standing interest in public education.

Eric Paszt, treasurer:  Retired Purchasing Director at Turner Construction Co., where he was instrumental in purchasing for numerous major construction projects, including the Cleveland Clinic Cancer Center and Cole Eye Clinic, the Bank One Building, Cleveland Public Library, and Rainbow Babies and Children’s Hospital.

Nancy C. Schuster, secretary: Principal of the Cleveland law firm Schuster & Simmons Co. L.P.A., and former chief federal prosecutor for the Northern District of Ohio, Officer of OCNW (the Ohio City community development corporation) and former President of the Parma City School Board. She is an Ohio Supreme Court Commissioner on the Rules of Practice and Procedure for Ohio Courts and a Master Bencher of the William K. Thomas Inns of Court. She has represented plaintiffs and defendants before the U.S. District Court, U.S. Circuit Court and the courts of many Ohio counties. She attended Cleveland State University Law School at  night, graduating with honors.
Lillie Bell:  Moved to Cleveland in 1964, transplanting her “values, roots, pride, teaching, training and love for neighborhood and community” from Alabama. She has been a resident of the Union-Miles area for 38 years. She retired after 34 years and has served as President of the Ward 2 Democratic Club and Chairperson of the Cleveland Education Committee.
Diane Downing: Senior Vice President of Corporate Affairs for Huntington Bank. Former regional representative of U.S. Senator George Voinovich; former Vice President of Administration for the Cleveland Browns. She was project manager for construction of Cleveland Browns Stadium and served in the cabinets of Cleveland Mayors Voinovich and Michael White.   
Robert H. Jackson: Senior Partner in the Cleveland law firm of Kohrman, Jackson & Krantz PLL.  He is a corporate lawyer, book collector and supporter of public libraries.  Mr. Jackson is chair of the Advisory Committee of the Baker-Nord Center for the Humanities at Case Western Reserve University, and a director at the Western Reserve Historical Society.

Peter van Dijk: Architect and design consultant with Westlake Reed Leskosky. Mr. van Dijk was responsible for the designs of Blossom Music Center, the IMG Building, University School, Cleveland State University Music Building, Playhouse Square theater restoration, and Federal Reserve Bank restoration.
BAC meeting schedule





(dates and topics tentative; time 6:30 p.m.; locations to be announced)





March 15: Master Plan Update, Half-mill levy update, Program Progress Update.





May 17: Cost Assessment Report, Program Progress Update.





 July 19: Green Schools Update, Community Inclusion Update, Program Progress Update.





September 20: Program Finances Update, Program Progress Update.





November 15: Cost Assessment Follow-up, Master Plan Update, Program Progress Update.











The $55 million bond issue, combined with other funds expected to be available, will provide enough money to complete Segments 5 and 6 of the currently envisioned construction program. Whether there is enough money for all or part of Segment 7 will depend largely on how much Issue 14 money the District spends fixing up schools that are not part of the Master Plan.  The BAC will closely examine the use of Issue 14 funds this year and report on the consequent question of how much more bond authorization from voters will be needed if the 10-segment construction program is to be completed.





Cost assessment


That brings us to the major project envisioned by the BAC for 2011: a cost assessment of Segment 3 and 4 contracts. It is planned that BAC consultants will examine contractor selection and expenditures for the eighteen schools in the segments as well as related matters. This project is being made possible by a special appropriation to the BAC from the CMSD Board of Education.
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