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2012 Bond Project-by-Project Analysis

The bond program team has conducted an analysis to determine what, if any, additional funds are needed
to supplement specific projects within the 2012 bond program.

The result of this review shows that up to $212.4 million in additional dollars could be needed to
complete projects as originally proposed when the 2012 bond program was approved. However, it should
be noted that this amount could be less, depending on market conditions and actual costs, once bids are
received and contracts negotiated.

The baseline for the analysis was looking at every project’s original construction budget on a per-square-
foot basis. On average, most projects were originally budgeted at $160 per square foot, with some
specialty schools — including HSPVA and DeBakey — receiving higher amounts because of their unique
programmatic needs.

The team then considered all of the recent data on current market conditions, informed by actual bids,
current research and data, as well as projected inflation estimates. For projects currently under
construction, the difference between the original budgets, plus reserves and inflation, and the awarded
contract costs, was calculated. Those projects include Barnett, Butler, DeBakey, Delmar, Furr, Grady,
Lee, Mandarin, Mark White, Mickey Leland, Milby, North Early, South Early, Sterling, Waltrip and
Worthing (Phase 2).

For projects about to start construction, the average square foot cost was recalculated at $222, up 38.75
percent from the original. For those projects slated to begin construction in the second quarter of 2016 or
later, the average square foot cost was calculated at $235 — an increase of 46.8 percent from the original.
The spike in costs can be attributed to the region’s construction boom over the last several years, which
has created a huge demand for workers and materials. HISD is not alone in this situation, as other districts
throughout the area are facing similar challenges with their building programs.

The district already has taken some steps to mitigate these higher costs, including moving inflation and
some reserve dollars to each project’s construction budget. However, there is still a shortfall, and this
supplemental funding proposal would ensure that all original commitments made in the bond program are
fulfilled, based on all known conditions as of Oct. 26, 2015.

To develop the projected inflation estimates, the bond team did an analysis, looking at actual bids and
other data. In early 2014, some of the first bond projects to be bid were coming in below $192 per square
foot.

However, by the end of 2014, HISD was seeing design estimates and bids in the range of $210 per square
foot. At this point in time, industry analysts were reporting higher than anticipated costs in

construction materials and labor as well as higher markups by contractors. As further confirmation of the
$210 per-square-foot number for new construction, the Annual School Construction Report from School
Planning & Management magazine, published in February 2015, listed the 2014 median cost for high
school construction in Region 9 (AR, LA, OK, and TX) as $209.84 per square foot. This represented an
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increase of $18 per square foot above the amount available in the 2012 Bond Program. ($210 - $192 =
$18)

By mid-2015, commercial construction in the Houston area was reported to be increasing at a rate of
5.69% for labor and 5.71% for materials (As a general rule, labor is 45% of the total cost and materials
are 55% of the total). This was based on a survey of Houston area contractors conducted and reported by
Associated General Contractors Houston. Based on this information, the team used 5.7% as the inflation
rate for 2015.

Using this amount, the team multiplied the 2014 cost of $210 per square foot by 5.7% to arrive at the
2015 cost of $222 per square foot

For 2016 cost projections, the team again used 5.7% as the inflation rate. This was based on market
conditions that indicate the rate going forward will be about the same as for 2015.

Therefore, if you increase the 2015 rate of $222 per square foot by 5.7%, the 2016 projection would be
$235 per square foot

In a few cases, the team found projects that require no supplemental funding. Others require significant
infusions. It should be noted that all projects not under construction are subject to market influences, and
any current projections and assumptions may need to be updated. For the purpose of this analysis, the
budgets (noted in Column A) for the following projects were recalculated at the lower inflation rate of 38
percent: Dowling, Eastwood, HSPVA, Kashmere, Lamar, Parker, Sharpstown High, Sharpstown
International, Washington, Worthing (Phase 2), Young Women’s, and Yates.

All other projects were recalculated at the higher projected inflation rate of 46.8 percent, including
Bellaire, Davis, Askew, Sam Houston, Jordan, Austin, Garden Oaks, Jones, Madison, Pilgrim Academy,
Scarborough, Westbury, Wharton Dual Language, and Wilson Montessori.

The district’s Finance Department has identified a way to fund the additional construction-inflation needs
should the Board of Education approve the proposal. However, it should be emphasized that no new
monies would be allocated until the time that they are needed. The hope is that market conditions may
improve and that some needs may be met through other board-approved mechanisms, including future
2012 program reserves, if available.

Finally, this document should be considered a working realignment of the 2012 bond program and may be
updated with board approval as new information becomes available.

HOUSTON INDEPENDENT SCHOOL DISTRICT
Construction and Facility Services ¢ 3200 Center Street « Houston, Texas 77007-5909

www.HoustonlISD.org « www.facebook.com/HoustonISD « www.twitter.com/HoustonISD
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