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Internal Documents Show San Diego Unified School Distriet’s Union-Only
Construction Program Costing Taxpayers Millions of Dollars

In documents obtained from the San Diego Unified School District’s Facilities Department, the
construction mdusﬂ y has found thai the District’s union-only Project Stabilization Agreement
(PSA) for construction projects financed by the $2.1 Billion Proposition § bond measure has
been a dismal failure. The document, prepared at the request of the firm hired by the District to
“conduct a study of the impact and effect of the Projects Stabilization Agreement (PSA),” covers
the bxddmg results of all construction projects bid utilizing Proposition 8 funding since its
inception in 2009,

The PSA was negotiated between the San Diego Building and Construction Trades Council and
the District in 2009. The first project imposing the terms of the PSA was bid in I“ebluary 2010,
Ten Proposition S projects were bid in 2009 before the PSA was implemented, and six other
projects were bid in 2010 and 2011 that were not covered by the terms of the PSA. 17 projects
were bid under the terms of the PSA in 2010 and 2011,

One of the documents, “Proposition S Consiruction Contracts Bidding Review,” shows that on
average the District is paying a 21.9% premium for projects bid under the union-only terms of
the PSA. This 21.9% premium amounts to approximately $16 million in additional construction
costs that the District has incurred in the two years in which they have imposed the union-only
condition on the projects. The document shows that while PSA project bids were 9.7% under the
District’s budgst, the projects bid without the imposition of the uwnion-only PSA were
31.6% under budget...a 21.9% difference. If this trend continues, the imposition of the union-
only PSA could cost taxpayeis over $200 million in unnecessary constrtiction costs.

Jim Ryan, Executive Vice President of the Associated General Contractors of Ametica,
San Diego. Chapter, Inc., stated that “the reason for the 21.9% premium is obvious, On‘the
union-only Prop § PSA projects, the District has only been able to interest an average of
5 responsive general confractor bidders, compared to 10 responsive general contractor bidders on
Proposition S projects in which the PSA was not a condition of the contract. General contractors
also tell us that the union-only PSA projects receive only about 50% of the subcontractor bids
that the non PSA projects receive. When there are more bidders, the District receives better
construction bids. It’s that simple.”



Scott Crosby, CEO of the Associated Builders and Contractors, San Diego Chapter, noted that
“the District has also spent several hundied thousand dollars to administer the PSA.
This includes additional staff to administer the numerous grievances and jurisdictional disputes
on the union-only PSA projects, pay consultants to conduct seminars to explain the complex
provision of the PSA to the industry, and market the bid opportunities to contractors in areas
throughout the Southwest, These expenses were incurred because the local contractors have
shown little inferest in bidding the union-only PSA. projects,”

Another failure of the union-only PSA relates to loeal workers. The Building Trades promised
that 70% of the craft workers would be residents of the San Diego Unified School District. As of
December 1, 2011, only 40% of the craft workers working on the projeets reside in the Distriet.

The District will hold a “closed to the public” news conference Friday, December 9 to detail the
results of a study by Rea & Parker Research, which was commissioned by the District’s Board of
Trustees at the cost of $71,825.

The news conference will be held at Hoover High School’s Woodshop Building, which was the
first Proposition S project bid under the union-only terms of the PSA. The project had to be bid
twice. Only five bidders bid the first time, and the low bidder from Stanton, California was
35% over the District’s budget. All bids were rejected, and the District rebid the same project.
This time there were only four bidders, and the low bid was aboui 26% over budget.
A comparable project was bid about the same time by another school district that does not
impose a union-only PSA on its projects. 17 bids were received, and the low bid was about
25% under budget.

Attachments: Proposition S Construction Coniracts Bidding Review
Projeci Specific Budget/Estimates/Bids
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SUMMARY:

Nat Bepictedin Chart:

PSA Jobs: Bids Averaging 1% below Estimate

Non-PSA Johs: Bids Averaging 21.2% below Estimate

PSA lohs: Averaging 6 Bidders (5 Responsiie)
Non-PSA Jobs: Averaging 10 Bidders (10 Resporsive}

PSA Jobs: Bids Averaging 9.7% below Construction Sudget
Non-PSA Jebs: Bids Averaging 31.6% below Construction Budget

Bid < Estimate; Negative % = Bid > Estimate}
[Note: PSA Contracts i Stripes]

#of Responsive Bidders

&

Final Cost Estimate vs. Low Bid (Positive %

# of Bidders

San Diego Unified School District - Prdposition-S:-(_Constructioh.ContractSrBidding Review)
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Unlv City HS Light/Score $10-85M

Encanto Classrm Bldg. (15t Bid} $5M-$10M
Lang. Acad, Bidg + Addition (15t Bid) $5M - $10M
Marshall ES Drop-Off < $1M

; Mead HVAG $1M- $5M

Scripps Ranch Sust, Energy (2nd Bid): $5M - $10M

Language Acad. Portable Upgrade: < $1M

Seasions Dropoff: $1M - $5M

Pt Loma Welght Rm: < $1M

Scripps Ranch Sust, Energy (1st Bld): $5M - $10M
Hoover Athletics: $5M - $10M

Norrmal Helghts HVAC: < $1M

Pt Loma Music/Motion Picture: $1M J«mzm
Clalremont Athletics: $5M - $10M :

Jefferson Bldg. & Site Work; $1M - $5M

Morse Child Developmi: $1M - $5M

Hoover LEED Woodshop (2nd Bid): $1M - $5M
ALBA Phase 2: <§$1M

Morse Stadium: $5M - $10

Madison Stadlim: $6M - $10M

ibarra ES Chiller; < $1M

Cherokee Pt ES Chiller: $1M - $50

Madison Maitimedla: $1M - $5M

Clalremont Auto: $1M - $5M

Hoover LEED Woodshop (1st Bio): $1M - $50

Muirtands Ramp: < $1M

Morse Auto/Culinary: $6M - $10M

SDHS Classrm. Bldg/Cilinary/Business: $5M - $10M
Pt Loma Classrm, Bldg: $1M - $5M

Madison Auto: $1M - $5M

Garfield Culinary: $1M - $5M

E.B. Scripps HVAC: $1M - $5M

Hoovar Classrm. Bldg: $5M - $10M

San Diego HS Muiimedia: $1M - $5M

Mission Bay CaféiStore: < $1M

2011 Bid Openings

2010 Bid Cpenings

2009 Bid Openings

data as of 30 Nov 2011
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Reprinted from AGC San Diego’s Monday Morning Quarterback, which is a weekly Interet
Publication to over 1,000 AGC members, clected officials, and public agency representatives.

A Financial Disaster at San Diego Unified School District....The Trustees Have
Wasted $16,000,000 in Two Years!!|

By Jim Ryan, Executive Vice President

On Thursday of last week, AGC was provided information by sources inside the San Diego Unified
School District (SDUSD) that proves the union- only Project Stabilization Agreement (PSA) for
constrliction projects financed by the Proposition S bond issue has been a financial disaster!!l Taxpayers
from throughout the District should revolt and demand that the Trustees stop this incredible waste of
taxes. The result is that students areé going to be taught in schools that will not receive the critical repairs
that their schools so desperately need.

The 2 documents that were given to AGC are entitled......
“San Diego Unified School District-Proposition § Construction Contracts Bidding Review." CLICK HERE
Construction Data CLICK HERE

The documents show that San Diego contractors are not bidding the union-only PSA projects, and as a
result of fewer bids, the District is paying millions of dollars over and above what they should be paying
for their union-only Proposition § construction projects. Here are the key statistics contained in the
documents. Remember....these statistics came from thé District...

1. There have been 35 construction projects bid since 2009 and funded by the Proposition S Bond issue
which was approved by voters in November 2008. The first projects funded by this bond issue were bid in
2009.

2. 16 of the projects bid since 2008 were not included in the unfon-only PSA. The 16 projects ranged in
size from just under $1 million to about $10 million. Some were bid in 2009 before the union- oniy PSA
took effect; but were funded by the Prop S bond issue. Some were under the threshold amount in the
PSA, and were bid in 2010 and 2011.

3. 19 of the projects were bid under the union-only PSA. They were bid in 2010 and 2011. The prqects
ranged from just over $1 million ta about $10 million.

4. All 35 projects were very similar in scope and range of size.

5. The 16 projects that were not subject to the union-only PSA averaged 10 responsive general contractor
bidders,

6. The 19 projects that were subject to the union-only PSA averaged only § responsive general contractor
bidders. In addition, the GC's tell us that the subcontractor bids that they received were at least 50%
below the number of bids they would normally receive for projects of this nature. The District's own study
confirms this (see next article).

7. The 16 projects that were not subject to the union-only PSA averaged 31.6% below the budget set by
the District for the projects.

8. The 19 projects that were subject to the union-only PSA averaged 9.7% below the District's budget for
the projects.

9. Thus, it is logical to conclude that the District is spending 21.9% more than, it should when it subjects
projects to the union-only PSA,



10. in addition, the architects and consultants also prowde an estimate of the project cost after design is
complete. The 19 projects that were subject to the union-only PSA were 20% higher than the estimates
for the 16 projects that were not subject to the union-only PSA.

The conclusion to be drawn from all of this is simple.....all 35 projects were basically the same type
project; they were all bid in the same 2-3 year time frame in which construction costs have been low and
flat; and they were all bid for the same owner and staff. The hudget estimate to actual bid price should
have been nearly identical between the two groups of projects, They were not!l!

In addition, it is logical to assume that the actual cost to the District of implementing the union only PSA
on their projects invalves roughly a 21.9% premium. For the projects that were bid under the union only
PSA the premium that the District paid was about $16 million....and if this pattern continues to the
conclusion of the bond issue the total dollars wasted will be in the $200 million or more range.

The reason for all of the cost difference.... is exactly what we have been telling the District since they
came up with this union-only PSA... there is a lack of competition....and less competition means
higher prices...it is that simple.

We would like to thank SDUSD for prowdmg this comparison. It certainly ranks as one of the strongest
"apples to apples” comparisons anywhere in the United States that details the cost increase that come
with these unioh-only agreements, It proves that when an agency restricts the bidding to a segment of the
market, there is a cost...and in this case, it is a very high cost that will end up hurting the students in the
San Diego Unified School District!!!}

San Diego Unified Project Stabilization Agreement: A Review of Construction

Contractor and Labor Considerations
By Jim Ryan, Executive Vice President

You may have noticed this weekend that the San Diego Unified School District held a closed press
conference on Friday and released the results of a study that the Trustees commissioned several months
ago concerning the effectiveness of the union-only PSA on proposition § construction projects. It is our
understanding that the AGC/ABC/Coalition for Fair Employment press release which detailed cost
problems featured in the previous article caused a few problem questions for the Trustees during this
closed press conference. Sorry about that!

Anyway....it has always been our impression that this report was a vehicle to provide cover for Trustees
Richard Barrera and John Evans if they had any opponents when they ran for the School Board again in
2012. Presidenl Barrera's new trustee "wingman," Scott Barnett, has a history with the consultanis that
were hired. We are confident that the "scope" was very clearly deflned for the consultants, Rea and
Parker Research.

We were also confused as o why the Trustees would hire the consultants when the District has an
oversight committee. The oversight committee is tasked with making sure the Proposition S funds are
being spent properly by the Trustees. For instance, | am the Chair of the Transnet Oversight Committee,
and our task is to make sure SANDAG is properly using the % cent sales tax that is for transportation in
our county. Our oversight commitiee commissions a program audit every few years, but the auditors
report directly to the oversight committee. Hmmmm..... makes you wonder doesn't itll}

After reviewing this report, which cost about $400 per page for a total of $80,000, it was obvious that
some of the facts did not match the conclusion.... which was basically that the union-only PSA was a
brifiant move by the Trustess...(who of course paid for the studyll)

Since our readership is made up primarily of individuals that are in the construction industry, | thought you
would be interested in the following.....



They agreed that there was a mysterious drop In the number of bidders on union only PSA projects. They
even found that on the Prop S projects that were not subject to the union only PSA, there were 80.7 plan
holders vs 35.4 for the union-only Prop S projects. In addition, the required site walks for each project
only attracted 24.4 participants for the union-only Prop § projects vs 40 for the Prop S projects that were
not covered by the union- only PSA. This adds to the contention that there are fewer bidders at all levels
on the union-only PSA projects.

But somehow the consultants did a bit of what has been called "confusing” statistical analysis of certain
non-randomly selected projects that showed that all of this made no difference...the costs were somehow
the same.., .despite the facts detailed in the previous articie. We have seen emalls that seem to challenge
the stafistical analysls methods used by Rea and Parker Consulting. Maybe Rea and Parker
subcontracted this part of the study to Laurel and Hardy Consultingl!

Well anyway.....| am sure the study fulfills its intent. Richard and John can now refer to it if anyone
challenges them over the cost of the PSA!I



