PART I – FINANCIAL STATUS OVERVIEW

OVERVIEW:

Background:

This overview focuses primarily on budget issues pertaining to three Measure K project areas and the procurement of supplementary funding sources.  They are 1) the Beverly Hills High School Science and Technology Project, 2) the Beverly Vista Building B Project, and 3) the modernization projects that include work at the three K-8 campuses. Detailed financial information pertaining to the overall Measure K Program is contained within the monthly Measure K Building Fund reports and the monthly Bond Measure K Program Management Report produced by JCM.

Current commercial construction market impact on Measure K program:

Over the past year, the cost of labor and materials within the commercial construction market in California has been escalating at an accelerated pace. Even though the cost escalation seems to be moderating somewhat, it may continue to rise at least 3-7% in 2005.  This seems to be especially true in the school construction market where some bids have been received that are 30% or more over original estimated construction costs.  The District has been keenly aware of this market condition and, through a combination of scope modifications, “getting the word out to the construction market” and other efforts designed to contain costs was able to bring in the High School Central Plant Project within the bid contingency. These same techniques, coupled with budget adjustments, alternative funding sources, and modified project delivery methods such as multiple prime CM, are being used to plan for the completion of the Measure K program.
Impact on projects currently being designed and approved:

JCM and/or project architects have been performing multiple construction cost analysis’ and scope modifications on all of the projects currently undergoing the design and approval process.  District staff also recommended (to temporarily create a larger program contingency) that the program schedule be modified to bid the High School Science Building (“STC”) and Beverly Vista Building B (“BVB”) before the modernization projects.  This would create a “financial safety valve” in the event that cost escalations drive construction costs for the STC and BVB projects beyond the ability of scope modification and/or the use of alternative funding sources to be viable cost saving alternatives.  This also minimizes the impact that an intensive construction program will have on the instructional programs at all schools, and maximizes District staff’s ability to properly manage the program.
CURRENT BUDGET IMPLICATIONS AND FUNDING ISSUES:

Two key projects are now at DSA plan review.  They are the BVB and STC project. It is anticipated that BVB will be out of the Division of State Architect (“DSA”) plan review and ready to bid in late spring 2005.  The STC should be out of DSA and ready to bid by summer/fall 2005.  Both projects have been, and continue to be susceptible to commercial construction cost increases not anticipated in the commercial construction market when the budgets were established in 2001 and modified in 2004.  An overview of their current status is:

Beverly Vista Building B (029BV):

Several rounds of scope modifications have been accomplished within the design phase to attempt to bring the project in on the original Measure K estimated budgets.  Current construction cost estimates based on the current scope indicate that this project will cost between $10.6 million and $11.6 million in hard costs. The 2004 budget estimates, including $0.2 million in City funding, and an additional $0.61 million in Developer Fees is $8.7 million.  The bid contingency of $0.558 million increases this to $9.26 million.  This leaves a budget shortfall of between $1.34 million (low-range) and $2.34 million (high-range) (including the use of the 7% bid contingency included in the project budget).

Budget alternatives include:

1. Continue to modify the scope of the project with cost-cutting alternatives until the scope reflects the current project construction budget. Impact – May result in a non-viable project.
2. Continue to modify the scope of the project with cost-cutting alternatives and augment the budget to reflect current estimated costs.  Impact – Possible cost reductions in other project scopes.

3. Bid the project based on the current design and construction cost estimates. Impact – High impact in other project scope reductions.

Impact overview:

At this time, Alternative 2 seems to be the most viable and cost-effective option based on the design and schedule of the project.  With this in mind, a number of scope modifications have been considered that have minimized the cost of this project within the context of the work required to maintain the historical value of the building within the Beverly Hills community.  Further modifications of a substantial nature will substantially change the architectural design and functionality of the proposed project and result in substantial delay in project delivery in that it will take several months to redesign, perform additional historical analysis and environmental review, and resubmit the project to DSA for plan review.  Additional design and engineering fees will also increase project costs.  Factor-in the continued cost escalations seen in the construction market, and a delay could add substantial costs to the project.  Based on current market conditions, Option 2 will necessitate a budget augmentation of $2.34 million to cover the cost of the high-range budget estimate.  
One alternative that has been explored by District staff and the project architect is a redesign based on the removal of all interior auditorium walls/roofing and the replacement of the walls/roofing with new construction using non-brick reinforced construction.  This would necessitate a very substantial redesign and DSA re-approval process of the project.  Given the cost of a redesign; substantial time delay resulting from the redesign process; the time delay resulting from another DSA review; continuing construction cost escalations; and a major modification to the historical/CEQA approvals, at this time, this is not a recommended option.
High School Science Building (012HS):
A number of scope modifications have been accomplished that have reduced the initial estimated construction cost of this project.  Additional modifications and scope reductions are being discussed to further reduce the cost of the project without impacting the educational functionality of the classroom building.  In spite of the work being done to reduce the cost of the facility, it is anticipated that the cost of the project will exceed the original budget established when the Measure K program was initiated.  JCM and the project design architect have produced construction cost estimates based on the current scope and projected market conditions at the time the project is scheduled to be bid.  At this point, JCM and the design architect have not reconciled their estimates. They are:


Source

Estimated Construction Costs

· JCM

$27.3 million
· Architect 
$23.8 million

Several rounds of scope modifications have been accomplished within the design phase to attempt to bring the project in on the original Measure K estimated budgets.  Current construction cost estimates based on the current scope indicate that this project will cost between $27.3 million and $23.8 million in hard costs. The 2004 construction budget estimate is $20.88 million.  The bid contingency of $1.45 million increases this to $22.33 million.  This leaves a budget shortfall of between $1.47 million (low-range) and $4.97 million (high-range) (including the use of the 7% bid contingency included in the project budget).

Budget alternatives include:

1. Continue to modify the scope of the project with cost-cutting alternatives until the scope reflects the current project construction budget. Impact – May result in a non-viable project.
2. Continue to modify the scope of the project with cost-cutting alternatives and augment the budget to reflect current estimated costs.  Impact – Possible cost reductions in other project scopes.

3. Bid the project based on the current design and construction cost estimates. Impact – High impact in other project scope reductions.

Impact overview:

At this time, Alternative 2 seems to be the most viable and cost-effective option based on the design and schedule of the project.  A number of scope modifications have been considered that have reduced the projected design cost of this project while maintaining the basic design and functionality of the building.  Further modifications will substantially change the architectural design and functionality of the proposed project and result in substantial delay in project delivery in that it will take several months to redesign, perform additional historical analysis and environmental review, and resubmit the project to DSA for plan review.  Additional design and engineering fees will also increase project costs.  Factor-in the continued cost escalations seen in the construction market, and a delay could add substantial costs to the project.  Based on current market conditions, Option 2 (worst case) will necessitate a budget augmentation of $4.97 million to cover the cost of the high-range budget estimate.  
ALTERNATIVE FUNDING SOURCES/OPTIONS AVAILABLE TO THE DISTRICT:

A number of funding sources either currently exist or have a reasonable probability of becoming available in the relatively near future.  Charts A-1, A and B illustrate existing and prospective funding sources, current funding balances and the possible funding transfers that could be implemented to assist in the funding of the BVB and STC projects.  Chart C illustrates the possible financial impact to modernization budgets that may occur if funding is transferred to assist in funding the STC and BVB projects.
CHART A-1
Construction Cost Estimate Overview

Project

Current Budget
Estimated Construction Cost Range (millions)








High

Low 

Difference

BVB

$  9.26 

$11.6

$10.6

$2.34 - $1.34
STC

$22.33


$27.3

$23.8

$4.97 - $1.47
TOTAL
$31.59


$38.9

$34.4

$7.31 - $2.81

CHART A
Existing Funding Sources


Funding Source



Budget

Prospective Transfer
1. Measure K Program Contingency 


$  0.5 million
$0.5 million

(not including interest revenue)

2. Program (legal)




$  0.7 million
$0.3 million
3. Measure K interest earnings



$  1.7 million
$1.2 million
4. Adjustments in scope of other projects (*Chart C) 
$18.4 million
$4.1 million

within the Measure K Program (maximum)

(Beverly Vista Administration/Classroom Building)

5. Deferred Maintenance Fund



$  0.7 million
0.0 million
6. Developer Fee Fund




$  2.4 million
1.2 million

SUB TOTAL A




$24.4 million $7.3 million
CHART B
Prospective Funding Sources 
(available/not available within the next 12 months)


Funding Source



Budget

Prospective Transfer
1. State Facility Hardship funding (estimate)

$2.0 million
$2.0 million


of qualified components within the Beverly Vista 


Building B reconstruction project.

2. State Modernization reimbursements 

$2.5 million
$1.5 million
3. (Beverly Vista B construction)

4. Possible refunding of Measure S bonds

1.5 million
$1.5 million

5. Future Measure K interest earnings


2.0 million
$2.0 million


SUB TOTAL B




$  8.0 million
$7.0 million

SUB TOTAL A




$24.4 million
$7.3 million

TOTAL 





$32.4 million
$14.3 million
CHART C

Suggested maximum adjustments in scope of other projects yet to be bid



Project




Budget

 Suggested Transfer
1. 4 - K-8th Grade School Site Modernization 

$14.93
million
 $3.35 million

Projects 

2. Beverly Hills High School Interior Modernization 
$  2.81 million
 $0.75 million

Project


TOTAL





$  18.44 million $4.1 million

Other Possible Funding Sources Not Listed in Charts A and B:
1. Energy Program - The District has retained Cal Air, Inc. to perform a district-wide energy audit.  Preliminary calculations indicate that it would be cost-effective to implement projects designed to conserve energy and pay for the projects out of the energy savings generated by modernizing targeted systems.  In that a portion of the Measure K Modernization projects include the replacement of light fixtures and HVAC components, this program could be used to augment the Measure K Program.  This option will be discussed at the Board Facilities Study Session scheduled on March 17th. 
2. State Modernization Applications for other schools – The District is in the process of preparing Modernization applications for three additional K-8 schools and BHS.  This funding source (if received) will augment the Measure K interior modernization project costs and help mitigate the effects of transferring Modernization funds to augment the BBV and STC construction costs.

3. The State has funding available for approved “Joint –Use” projects.  Approved joint-use projects include auditoriums.  District facilities staff is exploring the possibility of one or more projects that may qualify for co-funding by the District, City and the State.  
Impact on projects resulting from budget transfers as per Chart C:

District staff and JCM are in the process of evaluating specific modernization scope adjustments that may be necessary if the BVB and STC project funding are augmented by  the existing modernization budgets.
PRELIMINARY ALTERNATIVES AND RECOMMENDATIONS:

Recommendations: 
1. Continue to perform constructability/scope reviews of all Measure K projects designed to minimize costs while having minimal effect on the functionality of the facilities.
2.  Bid each project based on its own merit using deductive/additive alternates and stand ready to make functional decisions after bids are received.
3. Stand ready to make program budget adjustments as required after each project is bid.

4. Continue to pursue alternate funding sources. After bids are received, make budget adjustments/transfers based on available funding.

5. Maintain the option to transfer alternative funding into specific projects as it becomes available.

There are alternatives that may be implemented designed to balance the program and project budgets based on current financial and project scope information.  However, based on current knowledge, and the changing dynamics of prospective alternative funding sources, at this time, I stand fast on recommendations 1-4. Some of those alternatives are: 

Alternative 1:

Beverly Vista Building B Option 3 - Augment the construction budget and other budget categories to reflect current estimated costs (high range scenario) 
Alternative 2:

Transfer $4.1 million out of the “Chart A” Funding Sources #1-6 into the Measure K Program Contingency.

Alternative 3: Transfer $2.34 million out of the Measure K Program Contingency into the Beverly Vista Building B Project (029BV).

Alternative 4: Transfer $4.97 million out of the Measure K Program Contingency into the Beverly Hills High School Science & Technology Building Project (012HS).

THE NEXT STEP:
District staff is preparing the agenda for a Board of Education Facilities Study Session scheduled for March 17th.  Preliminary topics include:

1. An overview of the current status of all Measure K projects.

2. A discussion on the information contained within this overview (current program status, financial overview, status of prospective alternative funding sources, options and recommendations)

3. A specific discussion of the Energy Services Proposal from Cal-Air, Inc. that may have a significant funding impact on the Measure K modernization projects, and the cost of operating and maintaining HVAC and area lighting systems at all District facilities.

4. A discussion on the status of the “Multiple Prime” CM project delivery option.

5. A discussion on projected staffing requirements required to implement an “aggressive” project construction phase. 

PART II - FACILITIES PROGRAM STAFFING PLAN 
OVERVIEW:

Projects Overview:

The District is at a critical time in its construction program.  Over the past 2-1/2 years, the Measure K Program has completed projects costing approximately $25 Million.  Over the next 24 to 30 months, the District will complete projects that have a high probability of costing in the neighborhood of $83 Million. They are:

1. High School Science and Technology Center (“STC”)

2. High School Central Plant and HVAC distribution system

3. High School Exterior Modernization Projects (including one-way street modifications and athletic fields)

4. The Beverly Vista Building B reconstruction and new classroom additions (“BVB”)

5. The Beverly Vista Playground

6. Modernization projects at four school sites

Additional projects not funded by Measure K Bonds that are a substantial part of the overall facilities effort include:

1. Several storm damage related projects at four school sites (including addressing long-standing ground water intrusion issues at two campuses)

2. Extensive energy conservation  HVAC and lighting system retrofits

3. A number of tile roofing system Deferred Maintenance projects

4. Misc. Deferred Maintenance and Developer Fee funded projects as needed

5. Construction of new/remodeled Maintenance and Operations Facility

6. Possible joint-use facilities

7. On-going environmental testing and generation of projects

8. Possible stadium athletic improvements

Program Projected Cost:

The cost of the Measure K and additional projects funded by non-Measure K funding sources that will be implemented/completed within the next 24 - 30 months exceed $83.0 million (not including the approximately $25.0 million that has been spent thus far by the Measure K Program initiated in 2002).  As the District enters into this intense construction phase of the program, it is imperative that the staffing structure be modified from existing levels to reflect the labor requirements necessary to properly manage the program through completion.  It is also important that staffing be reviewed on an as-needed basis to insure that the program is cost-effective and on-target.

EXISTING PROGRAM STAFFING:

Current staffing includes (See Organizational Chart A):  

1. Assistant Superintendent, Business Services – Division Head.

2. Director of Planning and Facilities - oversees and coordinates the program (including obtaining alternative funding sources).

3. Accounting Technician/Administrative Assistant - supports the director.

4. Business Financial Services - assists in processing purchasing and accounting tasks

5. JCM - responsible for program and project management – including the tracking and reporting of program and project budgets.  JCM augments their staff based on the amount of work being processed at any given time. 

6. The Director of Maintenance and Operations and staff - involved in assisting and coordinating Measure K Project design and planning activities.  In many cases, the Deferred Maintenance and Developer Fee funded projects (including storm damage repairs) are intermingled with Measure K projects and require careful coordination between the departments on a continuing basis.

PROPOSED PROGRAM STAFFING:

The higher level of project design and construction activities will require additional staffing and shifts in human resources to implement properly (See Organizational Chart B).  In addition to the Measure K projects, current challenges experienced by staff include addressing deficiencies that have high impact on current project planning and management.  Examples include outdated and deficient electrical and plumbing subsystems, roof leaks (mostly tile systems/expansion joints and elevator shafts), water intrusion into basement rooms, environmental issues and energy conservation needs.  The recommended program structure and staffing levels are:

1. Existing - Assistant Superintendent, Business Services – Division management

2. Existing - Director of Planning and Facilities – Facilities program management including overseeing the Measure K Program, coordination with projects funded by other sources, other facilities-related needs, and obtaining alternative facilities funding sources.

3. Existing - Accounting Technician/Administrative Assistant – Clerical and technical support to the Director of Planning and Facilities.

4. Existing - Business Financial Services - assists in processing purchasing and accounting tasks

5. Existing modified contract - JCM – Assist in managing the overall Measure K Program that targets the completion of the modernization and playground project(s). 

6. New – Construction Management (including possible multi-prime project delivery options).  One or two companies to management the construction of STC and BVB.
7. New - Project Manager (district employee in-lieu of JCM project manager) – Assist in managing specific projects (including multiple-prime projects).  JCM contract employee cost is approximately $216,000 per year based on an hourly rate of $120 220 days per year.  In-house cost based on a 225 day work year is under $100,000.

8. New – Clerical support for multiple-prime clerical requirements.  This position may be supplied by JCM or a District employee. Cost savings reflect the difference between District and JCM hourly costs. Based on specific needs as the program progresses, additional assistance may be obtained by additional JCM contract employees and/or hiring a facilities consultant as needed. 
9. Existing - The Director of Maintenance and Operations and staff - involved in assisting and coordinating Measure K project design and planning activities.  In many cases, the Deferred Maintenance and Developer Fee funded projects (including storm damage repairs) are intermingled with Measure K projects and require careful coordination between the departments on a continuing basis.
These recommendations include a conservative “redundancy factor” designed to protect the District against unanticipated staff changes that may take place during critical times within the construction effort that could result in project delivery delays and/or disruptions.
Note:  Several positions are subject to lay-off based on lack of work/lack of funding as the program is completed.
MAJOR TASKS/TIMELINE:

The implementation of the above recommendations includes the following major activities and dates illustrated in Chart A.

Chart A

Calendar Year 2005 Implementation Schedule


Activity





Date
1. Finalize CM eligibility list



March 2005

2. Selection of CM (including possible 



multiple-prime project delivery option)

April 2005

3. Modification of JCM contract - 



April 2005



reflecting program delivery adjustments

4. Hiring of  one construction project manager

April 2005

5. Hiring of  one clerical employee



April 2005

6. Structure bid formats for BVB and STC


April-June 2005

7. Pursue/implement energy conservation program

March-May 2005



8. Plan/implement storm damage projects


March-September 2005

9. Continue to process funding applications


March-August 2005

10. Plan Deferred Maintenance/Developer Fee projects
March-May 2005

11. Bid Deferred Maintenance/Developer Fee projects
June 2005

12. Bid BVB Project





June-July 2005

13. Bid BV Play Ground Project Phase 1


May-June 2005

14. Bid STC Project





August-September 2005

Note: Chart A reflects an updated project schedule that implements the BVB and STC Projects prior to bidding modernization projects at four schools. 

ALTERNATIVES:

The proposed program is designed to complete the program in the least amount of time using a conservative – but adequate – approach.  As in every plan alternatives exist.  Some alternatives include:

1. Moving forward with the existing program using JCM consult resources in the capacity of program and project management.

2. Moving forward with a modified version of the existing JCM program while using alternative CM’s on two large projects.

3. Moving forward using the solutions recommended within this document.
PART III – PROGRAM/PROJECT MANAGEMENT COMPONENT
OVERVIEW:

District staff has been involved in the process of selecting CM firms to be interviewed to manage the BVB and STC Projects, interviewing CM firms and researching and planning prospective decisions pertaining to the methodology for implementing the bidding and construction stage of the projects.  
Review Committee:

On March 9, 2005 eight CM firms were interviewed by a committee consisting of the following people:

1. Jeff Hubbard, Superintendent
2. Karen Christiansen, Director of Planning & Facilities

3. Jim Fahey, Director of Maintenance & Operations

4. Mike Garcia, Pasadena USD Bond Program Manager

5. David Eaves, LPA Architects

6. Brian Dougherty, Dougherty & Dougherty

The firms interviewed were:

1. C.W. Driver

2. Swinerton

3. JCM

4. Turner

5. McCathy

6. Bernards Brothers

7. Telacu

8. Rudolph and Sletten

Vendor Presentations:

Each vendor gave a detailed presentation to the committee that covered their K-12 construction management experience; demonstrated understanding of the District’s projects; technical qualifications of the team they selected to manage the District projects; and their multi-prime contracting experience.  

Three firms were rated very highly by the committee. The tree top choices are:
1. Rudolph & Sletten (by a substantial margin)

2. Swinerton

3. Turner

THE NEXT STEP:
It is important to note that the BVB Project is scheduled to be out of DSA plan review by the end of March.  It is therefore very important that this process be expedited so that the project schedule does not slip any further than the extraordinarily long DSA process created. Staff recommends the following process and timeline:

1. March 17, 2005 - Three CM firms be invited to give a 20-minute presentation to the Board of Education at the March 17, 2005 facilities study session.  Based on Board input, staff will negotiate contracts with one or more firms.  Upon negotiation of agreeable contract language, the documentation will be reviewed by legal counsel and taken to the Board of Education for approval. The methodology used for project delivery is a very important component that will be determined in the course of contract negotiations with the selected firm.  District staff will include the project delivery method(s)* at the same time that the contract/contracts are brought to the Board on April 12, 2005.
2. April 12, 2005 – Board Approval.  Upon Board approval, staff will immediately start work with the selected firm(s) and the project architect(s) to perform the work required to structure the plans, specifications and bid documents for bid. 
3. Bid date – to be determined ASAP after the CM firm(s) is retained.

*Note: 

Two project delivery methods are being considered by District staff, JCM and the 


project architects.  They are multiple-prime and traditional general contracting. 
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