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Date: January 5, 2017 

To:   Members, Board of Education 

 Shaker Heights City School District 

 

From: Finance & Audit Committee 

 Shaker Heights City School District 

Subject: Committee Conclusions and Recommendations on the District Capital  

 Plan Proposal and Options for a May 2017 Capital Levy Ballot Issue 

  

Overview:  This memorandum presents the conclusions and recommendations of the Finance & 

Audit Committee (“the Committee”) to the Board of Education of the Shaker Heights City 

School District (“the Board”) in consideration of a capital levy for funding the District’s Master 

Facilities Plan.  We include an executive summary as well as a detailed discussion of the 

Committee’s role, discussion and analysis, and conclusions.  This report draws heavily from 

research and publications completed over the entire master planning process and readers are 

encouraged to review these materials which are available on the District website.  The key 

referenced documents are noted in this report.  Lastly, please note that all cost figures are the 

best available investment expressed in today’s dollars. 

 

Part 1.  Executive Summary 

Over the past several months, the Committee has undergone a thorough review process with the 

Board, key District staff, and outside advisors to evaluate several options for capital funding of 

the Master Facilities Plan (slides 1 and 2).  This process also included an in-person, 90-minute 

extensive tour of the Shaker Middle School (“SMS”) to understand that building’s condition 

(please see video link in references).  We thoroughly reviewed the final capital plan proposal 

being considered by the Board with two funding options particular to the SMS – a patch-and-

repair of the existing school or construction of a replacement school.  Based upon the 

Committee’s review, analysis and discussion, we came to the following conclusions: 

 

 The District has stretched the 2004 capital levy beyond historical levels and is currently 

relying upon operational funds to maintain District facilities.  Relying upon operational 

funds for maintenance, however, essentially limits the District to emergency repairs. 

 The Proposed Capital Plan (“the Proposal”) has considered all relevant financial factors 

and has received proper input on these factors from the Ohio Facilities Construction 

Commission, qualified outside advisors and/or District staff, as appropriate. 

 Under the Proposal, the District would ask the community to approve a capital levy for 

the issuance of bonds and a permanent improvement levy.  The Board’s Proposal 

contains two options, depending upon the Board’s approach to address the capital needs 

of the SMS. 

 Consideration must also be given to the impact of this bond decision on future operating 

levies, which should be given the higher priority, and on the total debt service cost to our 

community of $84 million over 30 years or $42 million over 20 years.  

 In both options in the Proposal, $23M in budgeted spending is targeted for non-SMS 

facilities.  That amount represents only a portion of the most urgently needed 

maintenance repairs and technology upgrades at non-SMS facilities.  This spending is the 

minimum needed to provide a safe environment and the necessary technology 
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infrastructure for effective instruction of students, while being mindful of the property tax 

burden on the community. 

 The Committee recommends that the $5M flexible furniture line item be reallocated 

either to cover a larger portion of immediate maintenance needs District-wide or to build 

an indoor pool at a replacement SMS (see note on Flexible Furniture in Section 4.b.(2)).  

Doing so better aligns long-term capital dollars with the anticipated bond length and 

preserves two indoor pools, an important asset for the District and the entire Shaker 

Heights community. 

 Capital needs appear to be most pressing at the SMS due to issues resulting from the 

original design and the fact that building has not worn well, unlike the other District 

buildings.  Addressing the SMS capital needs also generates more annual operating 

savings than available at other District buildings.  Therefore, the Proposal presents two 

options for addressing the needs of SMS:  

o Option A – Perform Highest Priority Patch-and-Repair Projects Only 

 Presents the lowest immediate and known cost to the taxpayers; 

 Generates $200 thousand (“K”) in annual operating savings; 

 Delays future maintenance spending above the Proposal’s $10M which is: 

 estimated to total $21-25M;  

 likely to begin within the next ten years; and  

 must come from operating savings or obtained from taxpayers; and 

 The risk of emergency repairs for unaddressed items remains significant. 

o Option B – Construct a New School 

 Presents a much higher and known immediate cost to the taxpayers; 

 Generates $500K in annual operating savings; 

 Utilizes $6.3M in funding from the State of Ohio not available in Option A 

and uncertain to be available in the future; 

 Removes the risk of additional SMS investment for 30 years; 

 Provides qualitative benefits in terms of the educational services of the 

District as well as broader community use of the SMS; and 

 Extends the term of the bonds, raising the total interest cost. 

o Combined annual debt service and operating expenses (net of estimated savings) are 

higher in Option B than in Option A by $400K as the higher debt service cost is 

only partially offset by increased operating efficiencies. 

o Focusing on the SMS facility question of whether to patch-and-repair the current 

structure or to build a new SMS, the financial conclusion is judgmental.  Option A 

may cost taxpayers less over the next ten years, but a prudent long-term financial 

judgment would likely conclude that Option B generates a higher and more 

probable return on investment due to the new construction, higher operating 

savings, and the qualitative educational and community benefits. 

 

Overall, the Committee supports the Proposal to address the capital needs of the District.  The 

financial analysis of the Proposal under either Option A or Option B is sound and 

comprehensively done.  Option A presents a lower tax-burden to the community.  Option B 

presents a higher tax-burden but, in the long-term, may be the more prudent financial solution.  

While outside the direct scope of the Committee’s charter, we would advise the Board to 

consider the political, tax and other community effects of asking taxpayers to decide between the 

short-term savings and long-term benefits in the Proposal. 
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Part II – The Full Report 

1. Committee Charter 

The Finance & Audit Committee has a governing charter which assigns two broad objectives to 

the Committee:  1) provide the desired level of governance over the financial administration of 

the District, and 2) monitor the District’s financial planning and controls.  Specific duties and 

responsibilities are further defined for those two objectives.  As it relates to matters such as the 

Board’s Proposal, the charter states: 

 

“In the area of financial planning and control, the key duties and responsibilities of the 

Committee include: … 4.  Review the soundness of all financial assumptions relied upon 

in determining the fiscal necessity and timing of any levy, and provide comments to the 

Board.” 

 

The memorandum is submitted primarily on the scope of that key duty and responsibility No. 4.  

The work of the committee was due diligence on the Board’s and District’s work, and not to 

conduct an independent study.  That said the Committee does have an advisory role to the Board, 

particularly in matters such as the Proposal and Master Facilities Plan which are complex and not 

purely financial in nature.  We tried to note clearly where we are coming to a financial 

conclusion and where we are making a financial & qualitative recommendation. 

 

The Committee’s conclusions and recommendations are presented without influence, as much as 

reasonably possible, of political and other factors or any Committee member’s personal views on 

any political, educational or other factor related to this analysis. 

 

2. State of the SHCSD Physical Plant 

The care and maintenance of buildings and grounds is a major cost center for school districts.  

Business Officers and Treasurers face the constant challenge of balancing preventative 

maintenance – the scheduled upkeep, repair and replacement of building operating systems – 

with reactive maintenance – the emergency repairs of those systems which fail.  Careful financial 

management is required to balance the planned and unplanned costs.  

 

In Shaker Heights, for over a hundred years, past Boards of Education and District staff have 

done great work to construct and maintain these facilities by carefully managing the scheduled 

maintenance effort and the unexpected repairs.  Since 2004, the District has financed from its 

Capital Projects Fund in excess of $36 million of District capital projects, funded from a 

combination of capital sources including the 2004 voter-approved $23.5 million bond issue, $5 

million of District unvoted debt repaid from the General Fund, in excess of $2 million raised 

through the Shaker Schools Foundation, a $2 million transfer of non-recurring receipts from the 

General Fund in 2014, as well as from a variety of other revenue sources.   

 

Unfortunately, the funding sources of the past have been totally expended thereby resulting in 

only undertaking those projects absolutely required.  While this approach has been successful in 

recent years, it can, however, no longer be fiscally sustained without accepting significant 

additional risk of major, high-cost emergency repairs which must be funded through the General 

Fund, thereby placing additional stress on the operating levy cycle.  The District’s facilities are 

now well beyond their useful life and all major building systems are beyond life-cycle 

replacement.  The advanced age of the District facilities contributes to increasing maintenance 

costs, which exposes the District’s general fund to considerable financial risk.  For example, 
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within the past year the District faced two urgent repairs:  the complete replacement of the 

Woodbury clock tower and the complete replacement of the Mercer Elementary School flat roof 

for a combined total cost approximating $1 million.  While the District was able to manage these 

unexpected repairs through some fortunate surplus and reallocation of expenses, future major 

maintenance expenses will be required to be funded by the General Fund, thereby either 

requiring the deferral of  educational programs or the acceleration of the next operating levy.  

 

Given the recent 2016 facility assessments completed by the OFCC and validated by an 

independent third party architectural/engineering firm (VAAA, Inc.), the District can expect 

similar urgent, large and unplanned expenditures from its budget in the future.  The Board of 

Education has taken a pro-active approach to addressing this challenge by developing the master 

facilities plan.  This work educates the community on the shorter-term and longer-term needs of 

the district, the options available, and with a complete future funding package which will have a 

far-reaching effect for the District for decades to come.  

   

Accordingly, the District is seeking new capital sources including the Proposal which includes a 

bond issue as well as a continuing Permanent Improvement (P/I) levy, which provides a fixed 

amount of tax revenues which are restricted to being expended on capital items.  The addition of 

a P/I levy is a new funding source for the District and is considered a best practice from a capital 

management standpoint.   

 

3.  Master Plan Process Review, Outside Advisors Assessment & Financials  

a. Board Policy in Facilities Management.  Per Board policies FA and FB, the Board of 

Education oversees the facilities development goals and planning.  The Board recognizes that 

capital outlay funds are limited and that it must establish priorities in order to make the best use 

of the school building funds to support the educational program (Board Policy 

FA).  Additionally, the Board concerns itself with both short- and long-range planning as it 

relates to the properties of the District (Board Policy FB).    

b. Master Plan process.  The 2014-2019 District Strategic Plan began the effort to construct a 

comprehensive master facilities plan. In support of these strategic goals, Superintendent of 

Schools, Dr. Gregory Hutchings, Jr. and his staff conducted a roughly two-year process to build 

a Master Facilities Plan.  Additionally, since 2014, the District has received notification from the 

OFCC that it is eligible to participate in the OFCC/OSFC Classroom Facilities Assistance 

Program (CFAP). This program provides co-funding assistance to districts which complete a full 

renovation of an existing school(s) or build a new school(s) to the OFCC construction standard. 

The SHCSD master planning process was framed in alignment with the requirements of the 

OFCC funding support. In December 2016, the Board approved a resolution authorizing SHCSD 

to enter into the OSFC Classroom Facilities Assistance Program (CFAP) - Segment One 

http://www.boarddocs.com/oh/shaker/Board.nsf/vpublic?open, which provides a co-funding 

amount of approximately $6.3M to build a new middle school. In order to receive the funds, the 

District must raise its share of the construction project ($20M) within 13-months (or August 

2017). For details about this program see the respective documentation at:  

http://filecabinet7.eschoolview.com/1391A5F2-FF15-4DEE-B9F8-

E67C4F4DCD69/Shaker%20Heights%20Segment%201%20State%20Cert%20of%20Conditiona

l%20Agreement.pdf 

 

http://www.boarddocs.com/oh/shaker/Board.nsf/vpublic?open
http://filecabinet7.eschoolview.com/1391A5F2-FF15-4DEE-B9F8-E67C4F4DCD69/Shaker%20Heights%20Segment%201%20State%20Cert%20of%20Conditional%20Agreement.pdf
http://filecabinet7.eschoolview.com/1391A5F2-FF15-4DEE-B9F8-E67C4F4DCD69/Shaker%20Heights%20Segment%201%20State%20Cert%20of%20Conditional%20Agreement.pdf
http://filecabinet7.eschoolview.com/1391A5F2-FF15-4DEE-B9F8-E67C4F4DCD69/Shaker%20Heights%20Segment%201%20State%20Cert%20of%20Conditional%20Agreement.pdf
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During this process, Stephen Wilkins, Assistant Superintendent of Business and Operations, and 

Bryan Christman, Treasurer and Chief Financial Officer, led the internal analysis.  Their work 

was based upon existing operating cost data and required school financing regulations.  Where 

architectural, engineering and construction expertise was required the board engaged several 

technical advisors including the Ohio School Facilities Commission (OSFC),  Van Auken Akins 

Architects LLC,  Legat Kingscott  and the Ohio Schools Council (OSC).  Educational visioning 

support was provided by BrainSpaces, Inc.  These advisors assisted in generating numerous 

scenarios and analyses including: district facility programming, repurposing of facilities, cost to 

bring all facilities up to the State standard, prioritized minimum required repairs at each facility, 

the cost of a new SMS, and potential operating savings generated in each scenario. 

 

For example, the Board considered many concepts including: building a new 5-8 grade school 

complex, repurposing the Woodbury building, building a new High School, renovating all eight 

school buildings, and replacing the current Middle School (slides 3 and 4).  By the fall of 2016, 

the Board had drafted a long-range, comprehensive master plan as follows: 

 

The District Master Plan 

• Renovate and use existing elementary facilities for grades Pre-K to 4  

• Renovate and use existing Woodbury School for grades 5 to 6  

• Build a new Middle School for grades 7-8 on the existing Middle 

School site. (The new school needs to have the ability to expand in the 

event grades 5 to 6 are relocated to the Middle School.)  

• Renovate and use existing High School for grades 9-12  

• Keep current grade levels and distribution of grade levels the same  

• Maintain current non-school buildings and offices as is 

 

             Source: The 2016 District Master Plan, Executive Summary  

 

With the master plan developed, the Board moved to consider the amount of a bond issue to 

present as a ballot issue in May 2017.  The Board determined a maximum bond issue of $50M to 

build a new Middle School and begin initial renovations/repairs of other district school buildings 

would be most feasible.  A lesser bond issue amount of $30M for repairs across all schools was 

also identified as an alternative.  

  

c. Financial summary of the Middle School option.  With respect to the determination to 

replace the SMS as a priority over all other schools, the Board and District have done a multi-

variable analysis of the District’s facilities through a professionally facilitated, master planning 

process to determine if one were to replace a school, which school should that be.  Variables in 

that analysis included the ability to provide necessary and desired educational services, ADA 

compliance, etc.  Two more financial and operational variables in that analysis were the useful 

life of the buildings and their repair cost vs. replacement cost ratio.  For detailed information of 

this process, please see the following document (http://www.shaker.org/MasterPlanning1.aspx). 

 

That portion of the analysis determined that all buildings are beyond their useful life and that the 

repair/replace ratio (cost of fully repairing divided by the cost of replacing) for nearly all 

buildings indicated replacement would commonly be the better investment than ongoing repairs.  

http://www.shaker.org/MasterPlanning1.aspx
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That indication is based upon the State’s guidance of a ratio above 67% and industry standards 

ranging from 60-80% (slide 3).  Factored into that guidance is managing the risk that investment 

in repairs are lost by eventual replacement.  Considering all factors, the Board determined that 

SMS was the highest priority candidate for a full renovation or replacement and that replacement 

represented a prudent short-term and long-term decision.  The Committee does not find any fault 

in the financial analysis leading the Board to that conclusion. 

 

Outside advisors estimated $25M dollars (net of estimated $6.3M State share of a total 

renovation) as the necessary cost of renovating SMS to extend its useful life by 30 years.  This 

amount is comprised of $16M in immediate repairs, $9M in near term repairs and $6M in 

intermediate term repairs (slide 5).  Their estimated cost of a new middle school as currently 

proposed by OFCC with an auditorium, but no pool, is $26M (see [link]).   

 

In summary, the Board developed and proposed two capital plan options:  a $30M or a $50M 

bond issue to be placed on the May 2017 ballot.  The $30M Option A provides $23M for district-

wide capital improvements and $7M in capital repairs to the Middle School.  The $50M Option 

B provides $23M for district-wide capital improvements and $27M to build a new Middle 

School (slides 1 and 2). 

 

The analysis required here is a standard fix-versus-replace capital project.  One must forecast the 

total investment for both the repair scenario and the replace scenario over an equivalent time 

period.  One then can assess the timing difference between the two investment scenarios.  That 

work was done by Legat Kingscott and is shown on slides 6 and 7.  The conclusion from that 

analysis shows a break-even point in the investment as early as 2025 but no later than 2037.  

Note that this analysis looks purely at the investment in SMS, and does not factor in the 

operating savings to the general fund, the qualitative educational benefits, or potential expanded 

District and community use of a new, climate-controlled SMS. 

 

d. Qualitative educational benefits, expanded community services, and consequences of the 

higher tax burden.  The Committee also notes that the Board’s materials in the master facilities 

plan process describe many instructional and educational benefits of a new SMS.  Furthermore, 

the attached slides note several opportunities for community use of a new SMS with air 

conditioning and therefore available year-round.  By their nature, the qualitative educational and 

community benefits, while potentially significant, cannot be analyzed in a financial manner. 

 

For this memorandum, the Committee did not base its conclusions upon these qualitative factors.  

We can, however, without getting into the magnitude of the benefits, agree with the Board that a 

new SMS as in Option B will have qualitative educational & community benefits over a repaired 

SMS as in Option A.  Also, we can agree, without quantifying the amount, that any increase in 

the tax burden on the residents of Shaker Heights at this time will make the relative tax 

comparison of Shaker Heights to many competing communities more unattractive. 

 

4. Discussion and Analysis of Options Presented 
a. Financial analytic framework, approach and comparison of financial options.  The Board 

presented its Capital Plan Proposal to the Committee and asked for comment on the Proposal and 

the two SMS options.  Both options involve the District issuing bonds after the passing of a 

capital levy.  The primary difference between the two options is whether SMS is patched-and-

repaired or replaced and the impact of that decision on the bond terms.  A side-by-side 
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comparison of the key terms under both options as well as any differences in debt servicing cost 

and operating savings is shown on slides 8 and 9. 

 

Both options include a continuing Permanent Improvement (P/I) levy (slide 8).  The funds from 

the P/I portion would create a capital fund for maintaining all District facilities, reducing the risk 

of needing operating funds for facilities.  In Option A, that levy is 1.25 mills or $44/year/$100K 

of home value.  In Option B, that portion is 1.50 mills or $52/year/$100K of home value.  The 

higher P/I millage in Option B is driven by the State requiring a portion of 0.50 mills to provide 

long-term capital dollars dedicated for the new SMS. 

 

b. Base needs of district facilities other than the SMS 

(1) The Capital Plan proposal includes $23M for the other seven schools.  The Capital Plan 

proposal includes $23M (slides 1 and 2) for the non-SMS schools.  These projects only represent 

a prioritized sub-set of the minimum required repairs at each facility.  There are other projects 

deemed necessary by the District and its advisors, were funding available.  As such, these 

projects deliver some small operational cost savings but primarily extend the useful life of each 

facility and reduce the risk of a major repair(s) having to be paid from the District’s operating 

fund. 

 

o The $23M will address only a portion of the required repairs identified by the State’s 

Facilities Assessment. 

o The risk of emergency repairs at all facilities for unaddressed items remains significant. 

o This minimum maintenance portion involves 1.92 mills or $67/year/$100K of home 

value. 

 

(2) Reallocation of funding for school furniture from the Proposal.  The Committee 

recommends one change to the proposed $23M budget:  reallocating the $5M “Flexible 

Furniture” line item either to cover immediate maintenance needs or to build an indoor pool at a 

new replacement SMS.  The Committee understands that this item is driven by alignment with 

the District’s strategic plan and desired educational classroom services.  As a purely financial 

matter, however, it has not been justified as a higher priority than the needed maintenance 

repairs.  Furthermore, this line item seems unreasonable to finance for a period of 20-30 years.  

While some furniture certainly needs replacement and some replacement is necessary given the 

instructional needs, these funds are more in the category of a qualitative educational 

improvement rather than a facilities financial necessity.  

 

c. Levy Option A:  A $30M Bond Issue Option ($23M non-SMS plan plus $7M in SMS 

Repairs) 

(1) Summary of Option A.  Under this option, the SMS would receive $7M for the minimum 

patch-and-repair projects rather than the $16M necessary for the immediate repairs identified 

during the Facilities Assessment process.  The SMS would also receive an additional $3M of 

funding from the P/I portion of the levy, for a total $10M of repairs by 2020.  This option is 

estimated to generate $200K of annual operating savings. 

 

The $7M investment in repairing the SMS is 0.59 mills or $21/year/$100K of home value.  Thus, 

the financing of this option totaling the $23M non-SMS repairs, the $7M SMS repairs, and the 

1.25 mills P/I levy costs 3.76 mills or $132/year/$100K of home value.  The annual debt service 

cost is estimated to average $2.1M. 
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(2) Option A: Repair of the current Middle School pool.  The pool is a significant energy, 

maintenance, and operating cost for the school.  Advisers have recommended that the pool be 

considered for closing or significant renovation.  The Board and Committee both note that the 

District and community use of the SMS and Woodbury pools likely require keeping two indoor 

pools.  The Committee recommends that the pool be renovated under Option A or included in a 

new SMS under Option B. 

 

d. Levy Option B:  A $50M Bond Issue Option ($23M non-SMS repairs plus $27M for a 

new SMS) 

(1) Summary of Option B.  Under this option, the existing SMS would be demolished and a 

new SMS built on the existing site.  The additional $20M of investment would be used for 

demolition, construction and swing-space costs during construction.  Furthermore, this option 

qualifies for $6.3M of funding from the State’s CFAP program.  The new SMS would have a 

useful service life of at least 30 years and receive capital maintenance funding through the P/I 

portion of the levy.  This option generates $500K of annual operating savings. 

 

The $27M investment in replacing the SMS is 1.74 mills or $61/year/$100K of home value.  The 

longer term and higher coupon of the bonds in this option results in the millage on the non-SMS 

repairs decreasing to 1.48 mills or $52/year/$100K of home value.  Thus, totaling the $23M non-

SMS repairs, the $27M SMS investment and the 1.50 mills P/I levy, financing this Option B, 

costs 4.72 mills or $165/year/$100K of home value.  The annual debt service is estimated to 

average $2.8M. 

 

(2)  Option B: Pool.  Under this Option B, the new SMS would not have a District-funded, 

indoor swimming facility.  Instead, the Board proposes that the new SMS will be designed to 

accommodate a swimming facility, if financed by private contributions, but the estimated $5M 

cost is not included in the plan.  The Committee considers the possibility of raising such an 

amount prior to the actual construction of the building to be challenging which means that the 

Board should be prepared to inform the public that it is removing a pool facility from the general 

public’s use in the near future (or at least in the interim period).  

 

e. Comparison of Option A and B.  On an incremental basis relative to Option A, Option B 

costs $33/year/$100K of home value more to the taxpayers of Shaker Heights.  Of that $33, $25 

is for a new SMS and $8 is for ongoing maintenance of District facilities.  Additionally, as 

compared to Option A, Option B adds $400K to the combined annual debt service and operating 

expenses resulting from the net effect of the $700K higher debt service cost less the $300K of 

lower operating expenses.  Again, the qualitative educational benefits are not factored into this 

financial analysis. 

 

f. Future costs, funding considerations and community use.  The Committee notes that the 

Board is considering adding additional classroom or office space at the replacement school.  

These additional requirements – such as a special-needs center or a centralized kitchen – will 

increase the respective costs of new construction and the Board is advised to consider such 

impacts upon the capital budget and project execution (net of potential operating savings). 

 

Additionally, the Board is advised to review the need for “community use” of the new 

replacement school.  This includes reconsideration of efforts for a privately-funded pool and 
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developing cost estimates for a second/larger gymnasium to match the community’s current use 

of the Middle School facility.  Under the $50M Option B, the Committee recommends that the 

$5M proposed for school furniture (see 4.b.(2)) be reallocated to build a new pool rather than 

pursue such a large capital expenditure through private fund-raising.  Additionally, building a 

pool at the same time as the school building itself will save on design and construction costs.  

Under the $30M Option A, the $5M for flexible furniture for seven schools and the $1M for 

furniture at the current SMS, should be reallocated to immediate maintenance needs such as 

window replacement and pool repair of the existing Middle School facility. 

 

5. Conclusions 

Over the past several months, the Committee has undergone a thorough review process with the 

Board, key District staff, and outside advisors to evaluate several options for capital funding of 

the Master Facilities Plan (slides 1 and 2).  This process also included an in-person, 90-minute 

extensive tour of the Shaker Middle School (“SMS”) to understand that building’s condition 

(please see video link in references).  We thoroughly reviewed the final capital plan proposal 

being considered by the Board with two funding options particular to the SMS – a patch-and-

repair of the existing school or construction of a replacement school.  Based upon the 

Committee’s review, analysis and discussion, we came to the following conclusions: 

 

 The District has stretched the 2004 capital levy beyond historical levels and is currently 

relying upon operational funds to maintain District facilities.  Relying upon operational 

funds for maintenance, however, essentially limits the District to emergency repairs. 

 The Proposed Capital Plan (“the Proposal”) has considered all relevant financial factors 

and has received proper input on these factors from the Ohio Facilities Construction 

Commission, qualified outside advisors and/or District staff, as appropriate. 

 Under the Proposal, the District would ask the community to approve a capital levy for 

the issuance of bonds and a permanent improvement levy.  The Board’s Proposal 

contains two options, depending upon the Board’s approach to address the capital needs 

of the SMS.  

 Consideration must also be given to the impact of this bond decision on future operating 

levies, which should be given the higher priority, and on the total debt service cost to our 

community of $84 million over 30 years or $42 million over 20 years.  

 In both options in the Proposal, $23M in budgeted spending is targeted for non-SMS 

facilities.  That amount represents only a portion of the most urgently needed 

maintenance repairs and technology upgrades at non-SMS facilities.  This spending is the 

minimum needed to provide a safe environment and the necessary technology 

infrastructure for effective instruction of students, while being mindful of the property tax 

burden on the community. 

 The Committee recommends that the $5M flexible furniture line item be reallocated 

either to cover a larger portion of immediate maintenance needs District-wide or to build 

an indoor pool at a replacement SMS (see note on Flexible Furniture in Section 4.b.(2)).  

Doing so better aligns long-term capital dollars with the anticipated bond length and 

preserves two indoor pools, an important asset for the District and the entire Shaker 

Heights community. 

 Capital needs appear to be most pressing at the SMS due to issues resulting from the 

original design and the fact that building has not worn well, unlike the other District 

buildings.  Addressing the SMS capital needs also generates more annual operating 
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savings than available at other District buildings.  Therefore, the Proposal presents two 

options for addressing the needs of SMS:  

o Option A – Perform Highest Priority Patch-and-Repair Projects Only 

 Presents the lowest immediate and known cost to the taxpayers; 

 Generates $200 thousand (“K”) in annual operating savings; 

 Delays future maintenance spending above the Proposal’s $10M which is: 

 estimated to total $21-25M; 

 likely to begin within the next ten years; and 

 must come from operating savings or obtained from taxpayers; and 

 The risk of emergency repairs for unaddressed items remains significant. 

o Option B – Construct a New School 

 Presents a much higher and known immediate cost to the taxpayers; 

 Generates $500K in annual operating savings; 

 Utilizes $6.3M in funding from the State of Ohio not available in Option A 

and uncertain to be available in the future; 

 Removes the risk of additional SMS investment for 30 years; 

 Provides qualitative benefits in terms of the educational services of the 

District as well as broader community use of the SMS; and 

 Extends the term of the bonds, raising the total interest cost. 

o Combined annual debt service and operating expenses (net of estimated savings) 

are higher in Option B than in Option A by $400K as the higher debt service cost 

is only partially offset by increased operating efficiencies. 

o Focusing on the SMS facility question of whether to patch-and-repair the current 

structure or to build a new SMS, the financial conclusion is judgmental.  Option A 

may cost taxpayers less over the next ten years, but a prudent long-term financial 

judgment would likely conclude that Option B generates a higher and more 

probable return on investment due to the new construction, higher operating 

savings, and the qualitative educational and community benefits. 

 

Overall, the Committee supports the Proposal to address the capital needs of the District.  The 

financial analysis of the Proposal under either Option A or Option B is sound and 

comprehensively done.  Option A presents a lower tax-burden to the community.  Option B 

presents a higher tax-burden but, in the long-term, may be the more prudent financial solution.  

While outside the direct scope of the Committee’s charter, we would advise the Board to 

consider the political, tax and other community effects of asking taxpayers to decide between the 

short-term savings and long-term benefits in the Proposal. 

 

 
Attachments:  

 List of Committee Members and Consultants 
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1. Presentation “Finance and Audit Committee Facilities Update December 19, 2016” with Appendix (available at 

http://www.shaker.org/MeetingMinutes1.aspx) 

2. F&A Committee site visit was conducted on November 7 and November 8, 2016. For examples of SMS site 

conditions, see http://www.shaker.org/MiddleSchoolMaintenanceVideos.aspx 

3. Board Policy FA- Facilities Development Goals, see 

http://www.boarddocs.com/oh/shaker/Board.nsf/vpublic?open 

http://www.shaker.org/MeetingMinutes1.aspx
http://www.shaker.org/MiddleSchoolMaintenanceVideos.aspx
http://www.boarddocs.com/oh/shaker/Board.nsf/vpublic?open
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4. Board Policy FB – Facilities Planning, see http://www.boarddocs.com/oh/shaker/Board.nsf/vpublic?open 

5. District Strategic Plan, 201402019:  http://www.shaker.org/Downloads/SPPDFforweb.pdf 

6. District Master Plan Executive Summary 

http://www.shaker.org/Downloads/draft_Shaker%20Heights%20MP_Exec%20Summary_112116.pdf 

7. For a complete history of all publicly presented master plan documents see: 

http://www.shaker.org/MasterPlanning1.aspx 

  

http://www.boarddocs.com/oh/shaker/Board.nsf/vpublic?open
http://www.shaker.org/Downloads/SPPDFforweb.pdf
http://www.shaker.org/Downloads/draft_Shaker%20Heights%20MP_Exec%20Summary_112116.pdf
http://www.shaker.org/MasterPlanning1.aspx
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Rand Curtiss 
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Reserve Valuation Services, LLC 
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General Manager, General Electric Company, 

Retired 
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Mayor’s Financial Task Force Member 
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Potiker Bookkeeping Services 

 

Joseph Romano 

Retired Shaker Heights CSD Teacher,   

Engineer & Consultant 

 

Marcy Shankman, Ph.D. 

Leadership Coach & Strategist to the CEO of 

the Cleveland Metropolitan School District 

 



Option A - $30M Capital Plan  

Slide #1 Option A:  $30 million bond issue plus 1.25 mill Permanent Improvement Levy 

Board Proposal $M 

Technology hardware & connectivity $8.0 

Flexible Furniture $5.0 

Chillers and Boilers $4.0 

Roof replacements $2.5 

Required ADA improvements $1.0 

Athletic Field Improvements $1.0 

Security Cameras & Alarms $0.5 

Electrical system upgrades $0.5 

Parking lot replacement $0.5 

Middle School Repair Package (w/ $.95M furniture) $7.0 

                                                         Total $30.0 

Finance Committee Recommendation $M 

Technology hardware & connectivity $8.0 

Flexible Furniture 0 

Chillers and Boilers $4.0 

Roof replacements $2.5 

Required ADA improvements $1.0 

Athletic Field Improvements $1.0 

Security Cameras & Alarms $0.5 

Electrical system upgrades $0.5 

Parking lot replacement $0.5 

Middle School Repair (less furniture) $6.0 

Other repairs (reallocated furniture funds) $6.0 

                                                         Total $30.0 



Option B - $50M Capital Plan 
Board Proposal – New  Middle 
School* 

$M Finance Committee 
Recommendation 

Building cost to District 
(includes swing space,  
parking, added rooms**) 

$23.0 $23.0 

Pool (privately funded) $0 $5.0 

Auditorium $3.0 $3.0 

Athletic fields $1.0 $1.0 

                                 Total $27.0 $32.0 

Board Proposal– for non-M.S. School Bldgs(7) $M Finance Committee 
Recommendation  

Technology hardware & connectivity $8.0 $8.0 

Flexible Furniture $5.0 0 

Chillers and Boilers $4.0 $4.0 

Roof replacements $2.5 $2.5 

Required ADA improvements $1.0 $1.0 

Athletic Field Improvements $1.0 $1.0 

Security Cameras & Alarms $0.5 $0.5 

Electrical system upgrades $0.5 $0.5 

Parking lot replacement $0.5 $0.5 

                                                         Total $23.0 $18.0 

Slide #2 

* Note: A new school qualifies for state co-funding support 

** Additional space requires further cost estimation 

Note: These projects do not qualify for state co-funding support 

Option B:  $50 million bond issue plus 1.5 mill Permanent Improvement Levy 



Comprehensive Master Plan 

School Buildings 

• Boulevard PK-4     (1914) 

• Fernway PK-4        (1926) 

• Lomond PK-4        (1928) 

• Mercer PK-4          (1952) 

• Onaway PK-4        (1922) 

• Woodbury 5-6        (1917) 

• Middle School 7-8  (1955) 

• High School 9-12   (1930) 

 

Non-School Buildings  

• Administrative Building            (1960) 

• Ludlow Building - Leased         (1927) 

• Service Center/Warehouse      (1951) 

• Grounds Crew Small Office      (1983) 

• Transportation Office-Garage   (1955) 

• Data Management Building      (1959) 

 

Slide #3 

2/3rds rule – Renovate vs. Replacement Ratio. For state-district planning purposes, all school 

buildings that exceed 66% should be considered for replacement. This is guidance not a 

requirement. The percentage ratio (cost of renovation/cost of replacement) is shown below. 

 

• Boulevard PK-4 84% 

• Fernway PK-4      99% 

• Lomond PK-4        73% 

• Mercer PK-4          78% 

• Onaway PK-4        86% 

• Woodbury 5-6        83% 

• Middle School 7-8  80% 

• High School 9-12   65% 

 

The District Strategic Plan required the development of a master plan for all buildings and grounds.  

Below are those facilities and the date of construction. The age of school buildings is 60 – 100 years. 



Slide #4 

This chart shows a cost breakout for renovating all district properties to the 

OFCC standard. Only active schools qualify for state co-funding assistance 

which is 24% of the project cost. A “required LFI” is a mandatory, additional 

cost for renovating above the state allowance for a school renovation. 



Middle School Renovation Cost Estimates  

Slide #5 

These costs estimates are based upon the cost of renovation to OFCC standards. 

• Immediate – work required in the next 1-5 years 

• Short-term = work required in the next 5-10 years 

• Long-term = work required in the next 10-15 years 



Slide #6 

NOTE:  This chart compares the two options: Option A, the cost to repair the Middle School with a minimum 

initial cost of $10M, to a maximum total cost of $31M over an extended period of time; and Option B, the cost to 

build a new school at $26M.  “X” marks the point at which the cost of repair equals the cost to build new.  The 

solid green line is the best case scenario whereby $31M of repairs is undertaken during an extended 30-year 

period resulting in a breakeven point (X2) occurring as late as the year 2037.  The dotted green line is the worst 

case scenario whereby $31M of repairs is required to be undertaken over a much shorter time frame resulting 

in a breakeven point (X1) occurring as soon as the year 2025.  Therefore, the green shaded area represents 

the risk of having to perform those $31M of repairs in a much shorter time frame. See next slide for a detailed 

legend.   Rev.1/6/17 

Option A – best case scenario repair cost for current Middle School 

Option A – worst case scenario repair cost for current Middle School 

Option B – new middle school 

Green zone – risk 

of unplanned costs 
1 2 
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Legend for Equalization Study 



Financial 

Option 

Bond 

Issue 

Amount 

# of 

Years 

Est. 

Int. 

Rate 

% 

Est. 

Bond 

Millage 

+ Est. 

Perm. 

Imp’mt 

Millage 

= Est. 

Combined  

Total 

Millage 

Cost Per  

$100,000 

Market 

Value 

State  

Co- 

Funding 

Amount 

Option A (No 

CFAP) 
$30 M  20 3.5% 2.51 1.25 3.76 $132 $0 

Option B 

(Combo) 
$50 M 30 3.75% 3.23   1.5* 4.73 $165 $6.3M 

Slide #8 

Notes: 

• The CFAP co-funding program remains available for the District in future years if the “No CFAP” option is selected.  However, the   

 State co-funding share % would be subject to change. 

• The District Master Plan remains in effect, even if the “No CFAP” option is selected.  The fulfillment of the Master Plan is subject  

 to future funding requests, the terms of which cannot be predicted at this time.   

• *Combo option includes both a 1.0 mill permanent improvement and 0.5 mill maintenance levy as required by CFAP; 

• # of Years is adjusted to align with average expected life of the improved assets, thus no CFAP is only 20 years; 

• Millage would reach these maximums only after all bonds are issued; 

• Assumes a weighted average interest rate as indicated above for all bonds issued per option. 

CFAP = Classroom Facilities Assistance Program, the State program for co-funding support. 

 

P.i. = A permanent improvement levy is included given the need for an ongoing capital funding source.  Such funding  

would replace a portion of capital expenditures currently being funded from the operating budget and is anticipated 

that this will assist with extending the time between operating levies. 

Capital Plan Financial Options 
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Financial Comparison – Maintain, Upgrade or New 
CRITERIA  General Fund – Maintain 

Middle School 

$30M Option – Upgrade - only repair 

roof, boiler, windows for $7M-$10M 

$50M Option- New - build New 

Middle School for $27M 

1. Pocket book impact (monthly dollar per $100K 

home) 

Not applicable $11 per month per $100K house $13.75 per month per $100K house 

2. Leverages state co-fund assistance  No No Yes. Adds $6.3M and locks in 24% in state 

co-funding assistance for future 

renovation or new school projects 

3. Provides a dedicated capital funding stream No Yes. P.I. Levy Yes. P.I. levy, but with a new school, more   

P.I. $ will go to repair of other buildings  

4. Reduces operational costs; Generates savings No. $1.3M annual operating costs 

(custodial, utilities, maintenance 

Yes. $1.1M annual operating costs 

 

Yes. $0.8M annual operating costs. Does 

not include adding a pool or second gym 

5. Follows construction standard of 2/3rd 

renovation/replacement rule ($30M/$38M = 80%, 

therefore replace) 

No. Uses “patch and repair” 

maintenance plan and risks 

emergency repairs 

Some. Extends use of present structure 

with $7M to $10M in immediate repairs 

Yes. More cost effective to replace the 

building. Improves learning environment; 

more operationally efficient. 

6. Cost equalization study See slide  See slide  See slide 

7. District debt period No 20 years 30 years 

8. Millage Increase-est. Part of more frequent op. levies 3.76 mills 4.72 mills 

9. Millage Inc., net of existing payoff in 2026  Part of more frequent op. levies 0.46 mills 1.42 mills   3x the cost of $30M option 

10. Annual debt service payment-est. No increase $2.1 million $2.8 million 

11. Total debt service paid-est. No increase $42.2 million $84.0 million. 2x the cost of $30M option 

12. Swing space cost needed? No No Yes. $600K (temporary music rooms) 

13. Does debt exceed state limit? No No No 

14. E-rate assistance for technology? Yes Yes Yes 
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