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Bond Accountability Commission 

July 24, 2018  

Status of LFI and Segments 8 & 9  

 

I. OFCC v. CMSD Funding dispute over Segments 8 & 9: 

Since this past March, the Cleveland Metropolitan School District (CMSD) has halted 

construction for Segments 8 and 9 as negotiations with the Ohio Facilities Construction 

Commission (OFCC) reached impasse based on the parties’ funding dispute.  So in June, CMSD 

held nine (9) community meetings, all attended by BAC members, with part of the presentation 

referencing the March BAC report.  CMSD is focused on two issues.  The first is whether the 

remaining schools set forth in the 2014 Master Plan can be built or renovated with existing 

funds.  The second (based on the BAC recommendations) is to review whether the same 

number and sizes of schools are still justified in Segments 8 & 9 by examining enrollment, 

demographics, and locations of schools. 

In order to understand the current funding dispute between the State and Cleveland schools, 

three critical factors must be examined:  the construction delivery service (how is construction 

managed), the State’s cost calculator for construction, and student enrollment projections.   

1.  First, some background on construction delivery services. Delivery refers to the method 

of assigning responsibility to an organization for providing construction services.  With the 

Design Bid Build/Separate Prime method the owners (CMSD and OFCC) complete the design 

prior to hiring multiple contractors who are responsible for different phases of the project (so 

the design is finalized before pricing the project).  If conditions change during the design there 

is the opportunity for increased cost.  In addition, with separate contractors, if one contractor 

delays his work for any reason, it has a domino effect on the others, which may result in 

additional costs.   
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In the first five segments, projects were delivered by the Design Bid Build/Separate Prime 

method until the cost of building high schools in Segment 5 escalated well beyond the 

anticipated budget.  At that point the parties agreed to try a new method for the high schools in 

Segment 5, known as Construction Management at Risk.    

With the Construction Management at Risk method, the construction manager is hired during 

the design phase to minimize surprises from changing conditions, and bears the risk of building 

the project. The manager is responsible for coordinating all the trades and ensuring they 

perform in accordance with their contracts, but is not liable for unforeseen conditions.   When 

CMSD and OFCC agreed to this method, they realized significant savings on the overall cost of 

building new schools.  Why is the difference in methodology critical?  Because going forward, 

once the CMR contracts were in place, it appears that the State was less inclined to subsidize 

increases that had previously been approved under the Design Bid Build method. 

Segments 6 & 7 were planned in accordance with the Construction Management at Risk 

methodology.  As expenses exceeded the original dollar amount for Segment 7, the State 

agreed to amend that amount, by reviewing the additional cost and examining each line-item.  

This resulted in a second Amendment to Segment 7 in the amount of $11,445,603, and a 

recently approved fourth Amendment for $5,502,8731.  CMSD simplifies the math by calculating 

market cost adjustments by percentage, but in truth, the method used to manage each 

segment had a significant impact on the budget.  CMSD is comparing 12% adjustments in 

Segments 1-6 to 7% in Segment 7.   The difference shown by CMSD in State adjustments does 

not seem to consider the fact that different methods of contracting were used for these 

segments. 

 2. Second, cost calculator:  The State uses a comprehensive calculator to determine what 

dollar amount it will agree to co-fund.  Simply put, the State uses a formula where data is 

inputted into a cost calculator: it includes number of students, types of classrooms, type of 

school building and use of space.  The State applies this calculation to all public school 

construction projects.  The State’s cost calculation for new construction has always historically 

underfunded Cleveland school projects.  This is nothing new and has been an issue in all 6 

                                                                 
1 So far, Segment 7 has been amended four times.  Amendments 1 and 3 were based on adding dollars to the 
budget by increasing the number of allocated students in that segment. 
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previous Segments.  The State recognized the increased cost in Cleveland in the first five 

Segments and adjusted the co-funded costs after the completion of each Segment.  They would 

review the added cost and agree to contribute to the added expense.  When the parties 

adopted the CMR methodology, it appears that the State scrutinized the additional expenses 

more conservatively. 

3.  Third, student enrollment forecasts:  In addition to the funding dispute, CMSD and the 

State’s future student enrollment projections do not match.  The State is projecting lower 

enrollment numbers than CMSD.  The State co-funds projects based on the number of students 

anticipated.  The State does not examine enrollment per school but rather for the entire 

district.  CMSD controls the size of each individual school. 

It would be judicious to first determine what is exactly needed in the remaining Segments 

based on concrete data in order to better project the cost, in anticipation of future negotiations 

with the OFCC.  With thirteen remaining schools in Segments 8 & 9, CMSD should assess what is 

realistically needed to reflect the current and future needs of these neighborhoods.  It is one 

thing to suggest that CMSD enrollment has stabilized throughout the city, and quite another to 

scrutinize the enrollment of each of these thirteen schools to see how enrollment has been 

trending.  With a revised plan solidly supported by data, the OFCC may be more inclined to 

commit to a set amount of dollars over and beyond those costs established by the cost 

calculator guidelines. 

So what’s the impasse?  Based on information received from both sides the issue boils down to 

this.  CMSD wants a guarantee from the State, based on past approved expenses that the State 

will agree to pay a certain percentage over and beyond the dollar amount that will be set forth 

in Segment 8’s Project Agreement (that has yet to be negotiated and signed).  Understandably, 

CMSD does not want to start building without some guarantee, since the levy funds are 

insufficient to cover the costs of 13 buildings.  OFCC does not want to guarantee a percentage 

increase of overall project cost without knowing what that cost will be.  The State will agree to 

review added costs line item by line item, after the fact, but that doesn’t mean they will agree 

to co-fund the excess amount. 
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II. Segment 7 Update: 

Segment 7 was originally slated for $161,471,864 on August 17, 2015, and includes seven (7) K-

8 schools and two (2) high schools.  The schools are located in Wards 1, 6, 8, 12, 13, and 15.  To 

date, four Amendments to the Segment 7 Project Agreement have increased the co-funded 

budget to $203, 488,178.  The projected commitment (a forecasted budget) provided by OHG, 

CMSD’s agent, is currently $228,419,540 (includes $11,088,711 in LFI and $10,138,946 in 

demolitions).  All seven K-8 schools are well underway and construction of the two high-schools 

has begun.  

School Name & Ward student 

capacity 

Sq. feet Co-funded 

Agreed Amount 

Fullerton K-8,W12 375 55,459 $16,267,359 

Skyline/Sunbeam K-8, W6 515 90,060 $ 25,186,274 

Waverly K-8, W15 450 63,282 $17,092,370 

Rainey Harper K-8, W13 375 55,459 $15,706,232 

Eliot/Young K-8, W1 375 55,459 $15,729,279 

JFK HS,W1 900 149,103 $35,838,397 

H. B. Booker K-8,W15 385 56,499 $16,195,927 

O.H. Perry K-8, W8 385 56,499 $16,578,715 

West Side HS, W15 800 132,800 $32,562,559 

Total for new construction   $191,157,112 
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III. LFI fund 3 and fund 34 expenses, 2017-18 Resolutions: 

Fund 34: In 2014 the District passed a ½ mill permanent improvement levy.  This is Fund 34, the 

Project Maintenance Fund, and can only be used for upkeep of buildings.  The revenue from the 

mill and the state equalization payment adds approximately $4 million to this fund annually.  

Fund 34 is spent on maintenance and repair, not refresh work. 

Fund 3:  these locally funded investment dollars (LFI) are spent on school projects not co-

funded by the State.  Every dollar spent in this fund is a dollar not matched by the State, thus 

reducing the opportunity to obtain future state dollars.  These funds are earmarked to refresh 

schools and should be conservatively used for maintenance or repair work.  As of May 31, 2018, 

Fund 3 has $89,067,012 in remaining unencumbered funds.2 

In December of 2016 and all of 2017-18 the CMSD Board approved several resolutions 

authorizing CMSD to spend LFI money on projects outside the Master Plan (money not co-

funded by the State).  The BAC has been tracking these resolutions to determine how much 

money was spent on each school in 2017-2018 as authorized by these resolutions.   

In 2014 CMSD grouped schools into clusters and went out to the community for feedback from 

the neighborhood residents.  CMSD will maintain these groupings as they solicit additional 

information in future community outreach meetings this fall.  Therefore, this report identifies 

the schools by clusters.  The pie charts listed below reflect spending in 2017-18 for Funds 3 

and 34.  The total amount of dollars spent in 2017-2018 from Funds 3 and 34 for each school is 

attached to this report, and additional information on the clusters is available on the BAC 

website at bondaccountability.org. 

 

                                                                 
2 The expense for “cottages” for Whitney Young’s Leadership Academy students has not yet been encumbered but 
is expected to be by next month, not to exceed $1.5 million, from Fund 3.  Therefore it is not included in the 
charts. 
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IV. Enrollment for Segments 1-6 

As requested by the Commissioners at the last BAC meeting, enrollment data projections and 

capacity for Segments 1-6 schools have been charted with a 75% threshold.  The results show 

that most of the new schools in these segments are close to or above this threshold.  This data 

should be used as a factor in determining what remaining schools should be replaced or 

renovated. 
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Conclusion: 

The BAC has devoted most of its energy this quarter to understanding the dispute between 

OFCC and CMSD, as well as tracking expenses from levy dollars set forth in 2017-2018 

resolutions.   As the levy dollars (Fund 3) get applied to necessary but not co-funded projects, 

the BAC continues to monitor these funds to ensure that the public will have a clearer 

understanding of what new schools can actually be built with the remaining money.  It is 

unlikely that the State and CMSD will resume negotiations before the end of 2018, resulting in 

continued delays in construction for Segments 8 & 9.  Segment 7 is well underway, and the 

public should expect K-8 school openings this fall and beginning of 2019. 

 

 


