Executive Summary

In 2000, Build Up Greater Cleveland (BUGC) elected to obtain improved insight into the amount of local (city/village/township) funds that are being spent annually to maintain and enhance existing local infrastructure systems (roads, bridges, water and sewer systems) in Cuyahoga County.  This information is important to BUGC to facilitate federal and state advocacy initiatives focused on generating additional infrastructure funds for local governments.  In addition to actual annual local investments (1997-2000) in infrastructure, BUGC was also interested in obtaining information on planned capital investments for the next five years (2001-2005).

With the support and encouragement of the Cuyahoga County Mayors and Managers Association, BUGC developed and sent an “Infrastructure Expenditure Survey” to all the mayors and/or city managers in Cuyahoga County.  

The response to the request for information was outstanding.   Almost all the cities responded.   The final results represent 92.5 percent of the year 2000 census population of Cuyahoga County.  Over the past four years (1997-2000), on average, the responding cities in Cuyahoga County spent a total of $95 million annually from local funding sources for the operating expenditures of all of their infrastructure systems.  Capital expenditures in new and/or enhanced infrastructure systems during the same period (1997-2000) averaged a total of $78 million annually.  Extended to a 100 percent response, these totals become:


Annual Operating Expenditures:
$102.7 million


Annual Capital Expenditures:
$84.4 million
On a per capita basis, the average annual expenditures can be summarized as follows:


Operating
Capital


Cleveland
$85.89
$51.51

First Ring Consortium suburbs (12)
61.32
47.45

All other suburbs (22)
71.80
85.18
These same municipalities plan to spend a total of $1.66 billion in the next five-year period (2001-2005) for major infrastructure system improvements and new capital investments.  Of this amount, local taxpayers are projected to pay $528 million (32 percent) through their local taxes and user fees, which equates to approximately $106 million annually.  County, state and federal funds combined are projected to make up the balance, except for relatively small amounts, which will be contributed by others.  This planned expenditure level (even if no additional projects are added) represents a significant increase of capital investments as compared with the past four years (1997-2000).

Roads, by far, represent the largest planned expenditure by municipalities (for infrastructure systems) within Cuyahoga County.  For example, the $1 billion proposed for roads represents 60 percent of the total planned infrastructure spending dollars in the County, over the next five years (2001-2005).  It is also interesting to note that 49 percent of the projected local funds will be spent on roads.

Introduction

In 2000, Build Up Greater Cleveland (BUGC) elected to obtain improved insight into the amount of local (city/village/township) funds that are being spent annually to maintain and enhance existing local infrastructure systems (roads, bridges, water and sewer systems) in Cuyahoga County.  This data was not readily retrievable from current databases.

Information about the amount of local funds invested in infrastructure systems is important to BUGC to facilitate federal and state advocacy initiatives focused on generating additional infrastructure funds for local governments.   

In addition to actual annual local investments (1997-2000) in infrastructure, BUGC was also interested in obtaining information on planned capital investments for the next five years (2001-2005).  The Ohio Public Works Commission (OPWC) collects similar information annually, but without an indication of how much of the planned infrastructure spending will come from investments of local funds.  Furthermore, OPWC only has data for the year in which the communities request OPWC funding.  

David Goss, Director of BUGC, visited the Executive Committee of the Cuyahoga County Mayors and Managers Association to discuss how best to implement a survey to identify local funding contributions for infrastructure investments.   Members of the Executive Committee supported and encouraged the idea of a countywide survey.  They also suggested adding a question to the survey regarding the current status of septic systems in Cuyahoga County.

BUGC developed an “Infrastructure Expenditure Survey” that is included as Appendix A.  The survey requested a breakdown of annual infrastructure funding over the past four years (1997-2000) in addition to planned expenditures over the next five-year period (2001-2005), on a project-by-project basis.  The survey also requested information about what type of funding was and will be used in addition to requesting miscellaneous information such as whether funding plans existed for addressing septic system issues.

The survey was mailed to all Cuyahoga County municipalities in early July 2000 with a requested response by the end of August 2000.  This turned out to have been an optimistic assessment of the ability of the municipalities to respond in such a timely manner.  Essentially, the cities' finance departments, service/engineering departments and engineering consultants had to work together to complete the survey.   With repeated follow-up telephone calls, the first part of the survey dealing with actual expenditures was completed in December 2000.   The second part of the survey dealing with future projects was completed by April 2001.

Much of the information requested by the survey was not readily available to the municipalities and required work to collate and report accurately.  Many municipalities had no internal information and referred us to their consultant engineer for answers.  Often, the only information available was the five-year plans sent to OPWC (as part of an Issue 2 application) that required pre-editing and estimating before using in this report.  Furthermore, many surveys received by BUGC needed to be reviewed and re-confirmed with the person filling out the form to verify that the information was correct.  

Originally, BUGC did not anticipate getting a large segment of the cities to respond to the survey.  To our pleasant surprise, all but three of the cities wanted to be included in the survey, as long as we could be patient in the time allowed to complete the survey.  We decided to be patient and allow cities all the time they needed to fill out the form correctly.

BUGC is satisfied that we were able to obtain actual and planned infrastructure information (covering 92.5 percent of the population of Cuyahoga County) directly from all of the cities in the County.

The remainder of this report is separated into four sections: 1) Local Infrastructure Expenditures (1997-2000); 2) Planned Infrastructure Expenditures (2001-2005); 3) Local Funding Sources; and 4) Conclusions.

Local Infrastructure Expenditures (1997-2000)


The BUGC Municipal Infrastructure Expenditure Survey dealt with two different kinds of expenditures: operating & maintenance (O&M) costs of existing infrastructure assets and capital costs of constructing new/enhancing existing infrastructure assets.   These two expenditures are identified in this report as "operating" and "capital" expenditures respectively.

With the pending implementation by municipalities of the financial accounting requirements outlined in Statement 34 of the Governmental Accounting Standards Board (GASB 34), the results of this survey could serve as the summary baseline for future financial comparisons of the County's infrastructure assets.

GASB 34 provides the following relevant definitions:

· Infrastructure assets are long-lived capital assets that normally are stationary in nature and normally can be preserved for a significantly greater number of years than most capital assets.  Examples of infrastructure assets include roads, bridges, tunnels, drainage systems, water and sewer systems, dams, and lighting systems.

· Maintenance costs allow an asset to continue to be used during its originally established useful life.   Maintenance costs are expensed in the period incurred, regardless of the method of accounting for the asset.
 

· Preservation costs extend the useful life of an asset beyond its previously established useful life.  Preservation costs generally are considered to be those outlays that extend the useful life of an asset beyond its original estimated useful life, but do not increase the capacity or efficiency of the asset.  Preservation costs are capitalized and depreciated if the asset is accounted for using traditional depreciation, but are expensed in the period incurred if the asset is accounted for using the modified approach.

· Additions and improvements to existing infrastructure assets are capitalized regardless of the method of accounting for the asset.

Respondents were asked to provide information on only four major infrastructure assets:  sewer systems, water systems, roads and bridges.  

As data analysis proceeded, the wide variance in per capita expenditures became obvious.  Diagram 1 was developed to show average, high and low

per capita expenditures for each infrastructure system.  Please note in Diagram 1 that per capita expenditures are not additive, because each infrastructure system is based on a different base of users.

BUGC was also interested in the total magnitude of the past four years of infrastructure investments and the breakdown among the different infrastructure systems.  Diagram 2 was developed to identify the amount of local funds spent on local infrastructure in Cuyahoga County.  The investments were averaged over a four-year period to find the average annual expenditures.   These are:


Annual Operating Expenditures:

$102.7 million

Annual Capital Expenditures:

 
  $84.4 million 

for the 1997-2000 periods extended as if all suburbs responded to the BUGC survey.   We also discovered, as expected, that the extended roadway infrastructure expenditures represented almost 50 percent of total local infrastructure investments:


Annual Roads Operating Expenditures:
$47.33 million

Annual Roads Capital Expenditures:

$41.83 million
Except for Cleveland, very few cities spend local money on bridge infrastructure.

The data was also separated into three different geographic areas of the County for continued analysis:  Cleveland as the central city; the twelve First Ring Suburbs; and the remaining 46 suburban communities.   As shown in Diagram 3, this breaks the County into three almost equal population areas of about 450,000 residents each.  

The per capita averages for both operating and capital expenditures for the First Ring suburbs are significantly less than for the other two geographic areas.  But what is most striking, is the per capita variance within the twelve First Ring suburbs, as follows:


Per Capita Operating Expenditures:
High $328.43  - 
Low $4.11

Per Capita Capital Expenditures:
High   $89.07  - 
Low $8.24
The survey data provides no clues for these wide swings in per capita expenditures within the twelve suburbs.  (This could be the topic of an additional research study.)  

BUGC provided a copy of Diagram 3 to each of the twelve mayors in the First Ring Suburb Consortium.  Mayors and managers from all the other responding suburbs received a variation of Diagram 4 that shows per capita results for each city in comparison to all other suburban municipalities in the County.

Planned Infrastructure Expenditures (2001-2005)


The municipalities in Cuyahoga County plan to spend a total of $1.66 billion over the next five-year period (2001-2005) for major infrastructure system improvements and new capital investments (see Diagram 5).  Of this amount, local taxpayers are projected to pay $528 million (32%) through their local taxes and user fees, which equates to approximately $106 million annually.  County, state and federal funds combined are projected to make up the balance, except for relatively small amounts, which will be contributed by others.  

Most of the municipal respondents were able to provide the source breakdown of their city's future infrastructure investments.  When they did not, the following estimates were employed:

	System
	Federal
	State
	County
	Local

	Road/Bridge
	
	80%
	
	20%

	Sewer
	
	60%
	
	40%

	Water
	
	60%
	
	40%


Some municipalities indicated construction costs only in their listing; hence, engineering and administration costs may not have been included.  Usually both of these expenditures are paid for with local funds.

Sorting by infrastructure system yields the following breakdown of planned municipal infrastructure expenditure in Cuyahoga County over the next five years (2001-2005):

	Infrastructure

System
	Total Cost

(Estimated)
	Local Cost

(Estimated)
	Percentage

Local Cost

	Bridge
	$207.4 M


	$24.2 M


	11.7%

	Road
	$1,075.1 M
	$258.3 M
	24.0%

	Sewer
	$255.9 M
	$160.2 M
	62.6%

	Water
	$99.9 M
	$73 M
	73.1%

	Other
	$20.5 M
	$11.9 M
	58.0%

	T O T A L
	$1,658.8 M


	$527.6 M


	31.8%


Please note that some projects planned for later in the five-year period have not yet applied to receive federal, state or county support.  In such cases, municipalities often show 100 percent as the local contribution.  This implies that the local calculated contribution of 32 percent is slightly overestimated.

The water infrastructure system represents the system with the smallest percentage of outside financial support.   The local financial contribution for water systems is projected at 73 percent, due to the serious lack of federal and state support for water projects.

Roads, by far, represent the largest planned expenditure by municipalities (for infrastructure systems) within Cuyahoga County.  For example, the $1 billion proposed for roads represents 60 percent of the total planned infrastructure spending dollars in the County over the next five years (2001-2005).  It is also interesting to note that 49 percent of the projected local funds will be spent on roads.  Roads represent the infrastructure system that is expected to receive the most funding support from county, state and federal sources.   

Annually, on average, the region plans to spend a total of $332 million on major infrastructure system improvements and new capital investments, of which $106 million (32 percent) will be generated locally.  This compares with the annual actual local capital expenditures of:

1997

   $61 Million

1998

  $74 Million

1999

  $73 Million

2000

$104 Million
In recognition of the significant impact that roads and bridges have on total infrastructure investments, Diagram 6 was developed which incorporates both a four year history (1997-2000) with the planned five year (2001-2005) local expenditures and compares local expenditures on a per capita basis.  

Diagram 7 summarizes the planned local investment contributions for each of the suburban municipalities for the 2001-2005 period.  Diagram 8 summarizes the limited infrastructure expenditure information received from the townships and villages in Cuyahoga County.

Local Funding Sources

Municipalities reported many different sources of local funding for their infrastructure systems.  Many cities have no responsibility for bridges, water and sewer systems.  Consequently, no expenditures were shown for those cities in these categories for either operating or capital.

Most municipalities submit funding requests to other governmental entities to complement local expenditures.  These requests are public documents and hence the information supplied by the municipalities is available to researchers.  However, the BUGC Municipal Infrastructure Expenditures Survey focused only on local funding contributions for both operating and capital expenditures.  

Each infrastructure system was financed by several sources of local funds.  Water consumption fees based on use were the only source of local funding common to all municipalities.  The most common sources of local funding were:

Roads:

· Municipal income tax

· Local property tax

· Special assessments

Bridges:

· None mentioned

Sewer Systems:

· User fees based on constant fees per quarter or on water consumption

· Special or annual assessments

Water Systems:

· User fees based on consumption

The request by the Mayors and Managers Association to investigate funding issues related to septic systems resulted in the discovery that there are very few septic systems left in the County.  Most municipalities had less than 2.5 percent of residences/industrial facilities still utilizing septic systems.  The exceptions are:


Brecksville

10% residential; 1% industrial


Highland Heights
  7% residential


North Royalton
10% residential; 5% industrial


Olmsted Falls
40% residential


Parma

  5% residential


Pepper Pike

60% residential


Richmond Heights
20% residential; 10% industrial


Solon


  8% residential: 0.3% industrial

Plans are in progress within many of these municipalities to reduce the use of septic systems.  For example, Solon is planning on spending $11 million over the next three years (2001-2003) to reduce its use of septic systems to less than 1 percent.  The cost of new sewers for these municipalities will be a significant investment in the community, and in most instances, funding sources have not yet been identified.   We assume that many of the non-responding villages and townships also have septic systems, but we lack information on their proposed plans.

Conclusions

The BUGC Municipal Infrastructure Expenditure Survey was a first-time effort in Cuyahoga County to measure local contributions toward infrastructure investments.  Consideration should be given to periodically updating this survey.  A period of three or four years between surveys should be sufficient.

Alternatively, the annual survey by the Ohio Public Works Commission (OPWC) for Issue 2 funding could be modified to request planned local contributions.  With the planned implementation of GASB 34, the information needed to complete a revised OPWC survey form would be readily available in the municipal accounting departments.  This is not the case now and will take three or more years before municipalities implement GASB 34. 

The survey revealed once again that there is a lack of emphasis on municipal infrastructure system asset management in the County.  With the pending implementation of GASB 34, the extreme variations in per capita investments should be reduced and BUGC hopes that municipalities will adopt the GASB recommended modified method of accounting, which encourages an asset management approach.

BUGC wishes to extend its appreciation to the mayors and city managers for their support in providing the assistance of their staff and outside consultants in filling out the BUGC Infrastructure Expenditure Survey.

Additional copies of this report may be obtained by contacting Build Up Greater Cleveland.

� GASB 34 Implementation Guide [2000], p.74


� GASB 34 Implementation Guide [2000], p.14


� GASB 34 Implementation Guide [2000], p.75
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