
Sarasota Military Academy

BOARD OF DIRECTORS

MEETING MINUTES

May 17,2011

Board of Director Members in Attendance:

LTG Howard Crowell, Jr., USA (Ret), Chairman
Mr. Herb Jones, Vice Chairman
Mr. Fred Derr, Treasurer
Mr. Steve Herb, Member
COL Ben Knisely, USA (Ret), Member
Mr. Woody Wolverton, Member
Mr. Ron Ciaravella, Member

Board of Director Member Absent:
Dr. Celia Edmundson, Secretary

SMA Executive Staff in Attendance:

Mr. Dan Kennedy, Headmaster & CEO
BG Frank Laudano, Commandant of Cadets

The Chairman called the meeting to order at 2:05 p.m.

The first order of business was approval of the minutes of April 19, 2011. A brief discussion
followed. Mr. Jones made a motion to accept the minutes. Mr. Herb seconded the motion; voted
and approved.

Headmaster's Report:

1. Enrollment is currently at 787. The school anticipates about 800 cadets for the 2011-12
school year. There are about 100 students on the new school year waiting list.
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2. FCAT and testing. 98% of cadets tested in the writing category. The threshold to meet our
school grade with an "A" is 96 % tested. 73% of all students tested scored above 4.0 on
writing. Math FCA T begins today. Mr. Kennedy cautioned the Board about FCA T scores
overall for this year. First, the students lost almost two weeks of their school focus because
of the grief that they experienced over the death of their friends. (This was prime FCA T
school year prep time.) Second, the State and District increased the number of mandated
tests for this school year. The State added a new End of Course (EOC) test for Algebra and
Geometry students. (This is the first year for EOC exams. The EOC testing is a challenge
for students that took math courses during first semester.) Last but not least, there was
FAIR and FOCUS testing all school year. The students are struggling with test burn out.

3. Show Chorus Performance on May 5th. Songs from Glee were performed. It was an
outstanding concert.

4. Staffing. There will be some faculty/staff changes/reductions for the coming school year.
New faculty will be placed before the end of the month.

5. Other budget reductions. Careful review on expenses for text books, technology, general
supplies and services. (Mr. Derr will address the current and upcoming year budget plans
and expectations.)

6. Survey Five. Annual survey five (staff demographics) is being completed by Elizabeth
Elliott.

7. Five Star. We will be submitting our data for Five Star recognition again this year.
Elizabeth Elliott working with PTCC's Denise Spetsios and Barbara Lynn are completing
the materials.

8. Graduation. The SMA Graduation will be held at the Van Wezel on Thursday, May 26th at
7:00 p.m. Please arrive no later than 6:30 p.m. 132 students are expected to graduate that
evening. The State requires that a student pass FCA T and meet all education requirements
in order qualify for graduation and be awarded a diploma. If a student fails the FCA T, the
student is issued a 'certificate of attendance'. Students can by-pass the FCA T requirement
by passing the ACT or SAT thereby earning the SMA diploma.

9. Jim Young continues to fight cancer and is completing chemo and radiation treatments. (A
benefit barbeque is planned this week on campus to raise funds for Mr. Young and Miss
AsWey Kruger. All proceeds will be split and issued to them.)

10. Ashley Kruger. A wonderful student fighting serious health issues.

11. Jodi Kopacz. Planned surgery. She will be out of work for a couple of weeks.

12. High performing charter schools. From the recent State legislation, some changes could
benefit SMA. It is proposed that high performing charter schools may be able to qualify for
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a 15 year charter. We are researching the standards. By qualifying on this topic, SMA
would benefit with lower District expenses. A savings of approximately $30,000 per year.

13. Time Magazine. Two SMA Cadets were featured in an article with two full page pictures in
the issue. They were part of a class that President George Bush was visiting when the 0911
attaches took place. The article came to the attention of a man in New York. He contacted
the Headmaster with an offer to donate, plan, build and install a memorial on the SMA
campus. The plan would use a seventeen foot section from the WorId Trade center site.
They would be responsible for permitting, building and financing. The only requirement
and request is that the memorial be installed in an area that is accessible by the public.

Mr. Kennedy stated he met with representatives and was offered a drawing of the memorial
concept (tentative drawing attached). It was discussed that the area near the old flag pole
(near to the comer of 8th Street and Orange Avenue) would be an ideal setting. Mr.
Kennedy understood that there would be no obligation or liability on the part of SMA. The
organization would bear all expenses related to this memorial. If the Board agreed and
approved of the plan, it would be built and dedicated on 09/11. Mr. Kennedy stated that it
would receive national publicity and be a great format to share the SMA message
throughout the country.

Discussion followed by Board members. Mr. Kennedy stated that this was preliminary
information with specific details to follow at the June meeting. A gift agreement and
mission statement would need to be reviewed and approved. The organization is Fallon
Heroes Memorial, the construction company is MTI and the foundation is Salt of the Earth.

14. End of Year and Final Exams. Year end final exams are scheduled for June 2nd and 3rd with

make-up exams planned for Monday, June 6th. An end of year luncheon is planned for all
faculty and staff members. Type and location to be determine by vote of majority.

Financial Report:

Mr. Derr began his report by addressing the topics he planned to discuss. SMA's relationship with
Wachovia, the balance sheet and income statement for period end April 2011, the ending budget for
period June 30, 2011 and the proposed budget for period ending June 30, 2012.

Mr. Derr began by advising the Board a meeting was held on campus Friday, May 13th. In
attendance were SMA executive staff and representatives from Wachovia (soon to be Wells Fargo).
Attending via speaker phone was Mr. John Wooten, Wachovia bonds expert. In person was Ms.
Erin Young, a derivatives expert from the Charlotte, NC headquarters. Also attending were local
banking officials Mr. Kevin Spensick and Mr. Shawn Byrd.

The meeting started about information related to the banking merger ofWachovia and Wells Fargo.
All Wachovia banks in Florida were scheduled to unveil the Wells Fargo name and logo changes in
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mid-June. The SMA relationship stays basically the same and automatically follows through with
the changes for the organizational merger.

The agenda for the meeting was based on new banking rules. Banks that issue letters of credit will
be required to cover the letter of credit with reserves at 100 percent on the principle value of the
letter of credit. In the case of Wachovia, we have two bonds at a total value of approximately
$5,460,000 with the expiration date of February 2013. When these expire and if we want to
continue on the same basis with a letter of credit, they will have to place 100% of the principle
value of the new letter of credit in their reserves. Mr. Derr emphasized that they do not want to use
corporate reserves in this fashion. Wachovia proposes to buy the SMA bonds for themselves,
negotiate a different commitment with SMA and in turn, they can use the financial instrument in
corporate banking investment markets. Mr. Derr stated his support for the proposed transaction.

SMA bonds were originally created and based on a line of credit which related to live bond rates
plus an adjustable rate that changed every month. When the relationship began, SMA was in a
favorable position of positive gain and decreasing expense. However, the changes in the general
economy, as it relates to the SMA bonds, placed our exposure to an increasing (uncontrollable and
unpredictable) expense.

General discussion amongst Board members followed. Mr. Derr stated that no action was required
at this time; however, there is a need to be prepared to take another look at this matter in six
months. BG Laudano advised that the real risk was in February 2013 if we were not prepared to
handle the bonds at maturity. That would position SMA at risk of default. At this time, we are
looking at alternatives and seeking new financial opportunities. The topic was tabled and returned
to Management, with the help of Mr. Derr, to review and research the matter further.

The Chairman stated a concern over current and future SMA expenses and finances. This matter of
managing the maturing bonds and keeping the school viable for the educationally future of our
students highlights the importance of creating and establishing a SMA Foundation.

Next, Mr. Derr noted that at the end of April, the Profit and Loss Statement reflects a Net Income of
$478,065 compared to the prior year's $191,056. He noted that total cash funds were $1,104,436
(includes reserve funds). Current assets to current liabilities are good at a ratio of2.32. Mr. Derr
stated that the year will finish with a positive net income over expenses of approximately $500,000.
Discussion followed regarding the investments of the funds.

Next, Mr. Derr directed the members attention to the Proposed August 2011 to July 2012 Budget.
The statement is based on an FTE of 795.46 students. In the expense line, Salaries do not include
pay raises. Mr. Kennedy stated that the District had informed him of their tentative plans to keep
salaries flat as well as the likelihood that employees would have to pay a large portion of medical
coverage to off set the reduction in funding. Mr. Jones noted that the County was subject to
collective bargaining and there had been discussions of using reserves. He also noted that no
decision had been made to date. Mr. Kennedy advised that the plan for the start of the SMA school
year would be a student count of 825.
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