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Issue 14 
Locally Funded Initiative      
                                                                 March 15, 2011
The BAC’s Program Progress Update 18 in January 2011 noted a sharp increase in the rate of the Cleveland Metropolitan School District’s spending of Issue 14 money that is not matched by the state. Such expenditures may be necessary, but the BAC noted the trend change because such spending quickly diminishes the limited pool of money available for fully renovating or building schools.
The Ohio School Facilities Commission (OSFC) pays 68 percent of most costs of the District’s construction program, essentially paying slightly more than two dollars for every dollar the District spends. However, the OSFC will not co-fund certain items, such as athletic facilities and auditoriums, and it will not co-fund building features that it considers to be extravagances, such as certain sloped-roof styles, curved walls, and ornamental fences. It also will not co-fund work on schools that are not part of the Master Plan, which is governed by building needs that are determined by enrollment forecasts.

If a District wishes to spend capital dollars on items not co-funded by the OSFC, these expenses are attributed to what is known as the Locally Funded Initiative (LFI).
The District last year sold $55 million in Qualified School Construction Bonds, exhausting the $335 million in bonds authorized by voter approval of ballot Issue 14 in May 2001. The District says the available Issue 14 money and related funds, such as accrued interest, will be sufficient to complete Segments 5 and 6 of a planned 10-segment construction-renovation-demolition program, but without an LFI budget that assertion cannot be independently confirmed. At one time, it appeared that the Issue 14 money might be sufficient to build some Segment 7 schools as well, but this is now in doubt due to the sharply higher pace of LFI spending.

As noted in January, the BAC would like to have an idea of the District’s plan for LFI spending over the next two or three years, especially as such spending relates to implementation of the District’s Academic Transformation Plan, because without such a budget it will be impossible to independently assess the District’s need for additional bond authorization to complete the construction program. 

Unfortunately, 14 months after the BAC first asked for such an LFI budget, the District has not provided us with one.   

Two months ago, the Administration reported that it was working on a comprehensive report covering LFI expenditures and promised to share it with the BAC soon. Such an accounting – with an itemized estimate of future LFI expenses -- will be crucial in attempts to provide an independent calculation of the need for more construction money.

 A report of sufficient detail would also allow the BAC to assess whether expenses were for the purposes specified in Issue 14: “renovating, rehabilitating, constructing, furnishing, equipping and otherwise improving school facilities and acquiring and improving their sites.”

We have not received this report to date.
As previously reported, LFI spending by the District has risen sharply in the last two years, especially in 2010, as the chart below indicates.
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While we have not received the promised LFI spending and budget report, the District Finance Department did provide a list of what it considers major LFI expenditures over the last few fiscal years (a fiscal year begins on July 1, e.g., Fiscal 2010 began on July 1, 2009, and ended June 30, 2010). From this list, included below, and other sources of information, we can begin to piece together some of the major reasons for the high LFI spending in (calendar) 2009 and 2010 and some possible future major expenses:
· Improving, furnishing and equipping certain schools designated by the Academic Transformation Plan, approved early in 2010, that are not part of the Master Plan co-funded by the OSFC.

· Purchase of modular classrooms to expand capacity of schools, including gender academies, designated by the Transformation Plan.
· Sharply higher spending in construction Segments 3 and 4 for building features not co-funded by the OSFC. Not least among these expenses is $3.6 million for geothermal heating systems at five Segment 4 schools at an LFI cost of $3.6 million.
·  Significant LFI spending for modular classrooms is also expected in 2011 to provide swing space ($6.8 million) for John Marshall High students at Shuler and Brooklawn schools. The purchase and installation of modulars for Marshall students is expected to cost $5.4 million.
· One potentially major LFI expense would be purchase of land for the new West Side High that was authorized under the Master Plan approved by the Board of Education in 2008 and that was supposed to be part of the current Segment 5. Land purchases and costs for relocating displaced residents are not co-funded by the OSFC. Without an LFI budget, we must take it on faith that the District has reserved sufficient LFI money to pay for the property once a proper site has been identified. 

To clarify some confusion regarding swing space co-funding, the OSFC has a formula that determines its co-funded allowance for swing space. Generally, the allowance is the cost of installing and leasing 50-student two-classroom modules for half of the students to be accommodated.  (Note that for Marshall, the District is proposing to buy, not lease, the modular units.)
In addition, according to the OSFC policy:

“Modular units are but one way of addressing a district’s swing space needs. Often a district is able to identify other viable or even more economical swing space options. If the district identifies options other than the use of modulars, then it may request that the swing space allowance be applied toward the alternate swing space solution. The amount available for co-funding will be capped by the least-cost solution for the identified swing space for a given number of students over a given number of months. The co-funded project will contribute no more than the original swing space allowance. Costs in excess of the least-cost solution must be a locally funded initiative (LFI).” 

	LFI Expenditures FY 11 as of 1/26/11
	
	

	School
	Company
	Exp. Amount
	Description

	Administration
	Salaries/Benefits
	     208,770.46 
	Salaries & Benefits

	Administration
	The Riley Law Firm
	     244,185.86 
	Legal Services

	Administration
	Squires Sanders Dempsey
	     150,000.00 
	Legal Services for School Improvement Bonds

	Anton Grdina
	Various
	     133,451.26 
	Segment 4 Construction

	Collinwood
	Various
	     300,711.34 
	Renovations made to school

	MacArthur
	Innovative Modular Solutions
	     124,675.00 
	Acquisition of Modular Classrooms

	East Tech
	Various
	   1,195,314.87 
	Renovations for New Tech Academy @ East Tech

	Glenville
	Various
	   1,310,316.04 
	Renovations for Transformation

	Spellacy
	Various
	   1,538,063.30 
	Renovations for Transformation

	Revere
	West Roofing System
	     258,500.00 
	Replace Roof

	 Jefferson
	Various
	     366,500.03 
	Segment 4 Construction

	Wash Park
	Various
	     725,966.02 
	Renovations for Transformation/Acquisition of Modular Classrooms

	Young
	Various
	   1,141,728.53 
	Renovations for Transformation

	Willson
	Various
	     154,409.45 
	Segment 3 Construction

	G. Morgan
	Various
	   1,287,063.05 
	Renovations for Transformation

	
	
	   9,139,655.21 
	Major Expenses in FY 11

	
	
	
	

	LFI Expenditures FY 10
	
	

	School
	Company
	Exp. Amount
	Description

	A.B. Hart
	Various
	     312,469.87 
	Various renovations to prepare school for Swing Space

	Stevenson
	Various
	     761,039.27 
	Segment 4 Construction

	Administration
	The Riley Law Firm
	     196,736.92 
	Legal Services Aug. 09 - June 10

	Administration
	The Project Group LLC
	     199,560.00 
	Construction Compliance Monitoring of Capital Projects

	Administration
	Salaries/Benefits
	     379,499.66 
	Salaries & Benefits

	Grdina
	Various
	   1,847,307.58 
	Segment 4 Construction

	Dickens
	Various
	     806,367.05 
	Segment 4 Construction

	Cranwood
	Various
	     306,098.46 
	Various renovations for Seg 4. Swing Space

	Euclid Park
	Various
	     258,741.31 
	Segment 4 Construction

	Carver
	Various
	     130,714.35 
	Segment 4 Construction

	Davis
	Various
	     345,549.77 
	Various renovations for Seg 4. Swing Space

	Pasteur
	East-West Construction
	     379,067.32 
	General trades, Roof Replacement, and Masonry Repair

	Spellacy
	Various
	     747,710.63 
	Various renovations for Seg 4. Swing Space

	Hawthorne
	Various
	     100,996.75 
	Various renovations to prepare school for Swing Space

	Hale
	Various
	     818,491.18 
	Segment 4 Construction

	Young
	Various
	     454,859.81 
	Various renovations  for Seg 4. Swing Space

	Wright
	Terik Roofing
	   1,874,796.57 
	Repair Roof to use as a Swing Space School

	
	
	   9,920,006.50 
	Major Expenses in FY 10

	
	
	
	

	LFI Expenditures FY 09
	
	

	School
	Company
	Exp. Amount
	Description

	Administration
	Salaries/Benefits
	     378,446.50 
	Salaries & Benefits

	Administration
	The Riley Law Firm
	     299,182.76 
	Legal Services

	Administration
	Results Engineering
	     284,153.98 
	Implementation of OnBase Software

	Benesch
	Various
	   1,195,434.61 
	Various renovations to prepare school for Swing Space

	Ward
	Various
	     205,208.10 
	Segment 3 Construction

	Buhrer
	Various
	     436,700.49 
	Segment 3 Construction

	East Clark
	Various
	     225,383.66 
	Segment 3 Construction

	Empire
	Various
	     300,626.90 
	Various renovations to prepare school for Swing Space

	Euclid Park
	Various
	     554,540.38 
	Segment 4 Construction

	Garfield
	Various
	     171,430.80 
	Segment 3 Construction

	Rice
	Various
	     139,838.72 
	Segment 3 Construction

	Addams
	Various
	     191,821.08 
	Renovations made to school

	Marshall
	Envirocom
	     368,626.80 
	Window Stabilization

	Mound
	Various
	     258,205.49 
	Segment 4 Construction

	Henry
	Various
	     178,567.36 
	Segment 3 Construction

	Revere
	Various
	     432,908.31 
	Various renovations to prepare school for Swing Space

	RG Jones
	Various
	     223,945.50 
	Segment 3 Construction

	Wade Park
	Various
	     202,334.18 
	Segment 3 Construction

	Wilbur Wright
	Various
	     213,972.16 
	Various renovations to prepare school for Swing Space

	Willson
	Various
	     665,323.54 
	Segment 3 Construction

	
	
	   6,926,651.32 
	Major Expenses in FY 09


Questions or comments?

Contact the BAC at bondaccountability@hotmail.com
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