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_ ; | Kurt 8. Browning, Superintendent of Schools
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February 1, 2016

The Honorable Richard Corcoran
Chairman, House Appropriations Committee
221 The Capitol

402 S. Monroe St.

Tallahassee, FL 32399-1300

Dear Rep. Corcoran:

The following response is intended to address serious allegations directed at public
education K-12 school districts contained in a report released on January 21, 2016, by
the House Appropriations Commitiee titled, SCHOOL DISTRICT FIXED CAPITAL
OUTLAY FUNDING. The Legislative report stated that between 2006 and 2014, Florida
K-12 public schools expended $1,266,244,950 in wasteful capital project spending.
Subsequent newspaper articles quote a legislator saying that public school districts are
“robbing” taxpayers. We show below that his accusation couldnot be further from the
truth.

Educators involved in the management and expenditure of public funds welcome being
held fiscally accountable for every dollar of public revenue. This is a solemn
responsibility accepted by school board members, superintendents and educational
staff throughout the State of Florida who are entrusted with vigilant management of
these resources.

Upon investigation, there are a number of invalid assumptions contained in the report,
which do not accurately represent the complete set of facts surrounding fixed capital
outlay funding or expenditures. Furthermore, if excessive spending has been rampant
since the 2006-2007 school year, why now after nearly a decade of dormancy is this
concern being brought to the public's attention? We also must ask why the House
Appropriations Committee did not consult with public school district staff to ascertain
whether the information they intended to present in the report accurately reflected the
full picture of the cost of building schools.

The report accurately references Florida Statutes 1013.64, part of the Florida Education
Code, the source from which this report was based. The report correctly interprets 2.a.6,
"Upon construction, the total cost per student station, including change orders, must not
exceed the cost per student station as provided in subsection (6)." Additionally, the
statute states that the spending caps apply exclusively to projects funded with state
funds, while exempting, "Projects funded entirely from proceeds received by district
through provisions of ss. 212.055 and 1011.73 and 8.9, Art. VIl of the State Constitution,
if the school board approves the project by majority vote.”
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Consumer Price Index vs. Construction Price Index

However, with the vast prevalence of spending over the statutory limit throughout the
state's K-12 public school districts, there must be common factors contributing to the
committee's concern. One factor that merits scrutiny is the dollar figure established as
the benchmark for the per student station cost formula. Does the Student Station Cost
Factors established in 2006 accurately reflect actual school construction costs? Is the
Consumer Price Index the accurate inflationary factor to use to project construction
price increases? The answer in both cases is frequently, no.

Historically, the student station cost benchmarks were established in 1897 as part of the
SMART Schools Act. This acronym stood for; Soundly-Made, Accountable,
Reasonable and Thrifty. The original student station cost factors were established as
benchmarks for the School Infrastructure Thrift (SIT) financial incentive program, which
was being offered to school districts for building schools below the per student station
cost cap. The monthly increases, readjusted in 2006, were based upon the Consumer
Price Index (CPI) instead of appropriately using a Construction Cost Index, such as
one monitored by the highly reputable Engineering News and Record. According to
the U.S. Bureau of Labor Statics, the CPI program, "Produces monthly data on changes
in the prices paid by urban consumers for a representative basket of goods and
services,” and does not serve as an accurate indicator of current or future market trends
found in the construction industry. Since 2008, the CPI has not kept pace with actual
construction costs as identified in the CCI for the Atlanta region, representing cost
trends in the southeastern region of the United States. During the past nine years,
the CPI has increased at a rate of 19.65% while the actual EN&R Construction
Cost Index has risen by 29.13%, far outpacing the CPl. Another reliable
Construction Cost Index, the Turner Building Cost Index, has identified that
construction costs have increased at a rate of 28.55% during that same time period.
The extreme discrepancies between the CPI index and the actual cost for public
education construction results in an inaccurate assumption that the Student Station
Cost Factors used by the Department of Education reflect real costs. In reality, they do
not. '

Calculating Construction Costs

The second factor that must be addressed is the inconsistency in the reporting data
entered on DOE form FCO 564PS, Cost of Construction Report - Public Schools. This
annual report served as the basis from which the House Appropriations Committeg's
School District Fixed Capital Outlay Funding report was solely based. A review of the
various Cost of Construction reports submitted by all public school districts during the
identified reporting period demonstrates wide discrepancies in the level of costs

reported for expenditures associated with: site improvement costs, hurricane hardening,
costs to correct site drainage, costs to make public utilities available, costs to make
public roads accessible, as well as costs to make site free from environmental problems.
These costs are not factored into the total cost per student station and often vary widely
from site to site, school district to school district. As an example, it is extremely difficult
to identify exactly what percentage of the total site construction package was attributed
directly to costs to correct site drainage. If the amount entered onto the Cost of
Construction Report mistakenly did not deduct sufficient costs for this exempted
construction cost, the per student station cost calculation could report that the project
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exceed the statutory limit on expenditures, when in reality it has no bearing on the total
construction cost of the project.

Two specific examples of inconsistencies in Pasco County Schools reporting are found
with Schrader Elementary School and the Auto Academy at Wesley Chapel High School.
Both schools were reported as exceeding the per student station cap. In reality, neither
exceeded the cost per student station. The report for Schrader Elementary School
listed the student station capacity at 498, when in reality the construction project
reflected additions and improvements for a total of 770 students. Instead of a reported
per station cost of $27,561, the actual per student station cost was $17,825, well
below the $21,194 maximum student station cost. In actuality, this facility generated
savings in the amount of $2,594,130 when compared to the Student Station Cost
Factors.

The 8,535 square foot Wesley Chapel High School Auto Mechanics Academy
building was designed for students to work on vehicles, not to sit in basic education
classrooms. The entire building, by DOE rules, was calculated as basic education space
and assessed with an exorbitant per student station cost of $36,119. There is one
classroom designed to accommodate 25 students, but the entire building should not
be subject to the assignment of student stations in active areas intended to
graduate students prepared for high wage, high skilled careers in automotive
technology. These two cases represent an example of the invalid assumptions
contained in the House Appropriations Report.

In the report, there were nine Pasco County Schools identified from 2006 through 2014
that exceeded the statutory limits per student staticn. The total sum of the calculations
used to determine school construction expenditures was approximately $9.25M over the
State Student Station Factor. By deducting both Schrader Elementary and Wesley
Chapel calculations from this sum, this number is reduced to approximately $6M
according to the Cost of Construction Report.

Cost Per Square Foot Savings

However, the factual evaluative measure for prudent public school construction is the
cost expended per square foot. This is a real value that when compared with other
school districts, demonstrates the efforts by a district to build economically driven
facilities. Of the nine Pasco schools that exceed the per student station cost
benchmark, seven of these schools identified as representing wasteful spending
were actually constructed well below the state average cost per square foot. The
savings generated for Oakstead Elementary School reached as high as $44.10 per
gross square foot below the state average and across the seven other schools,
averaged nearly $22.00 per gross square foot below the state average. This
factual information is also contained in the Depariment of Education’s Cost of
Construction Report, but was omitted from the House Appropriations Committee Report.
Based upon the cumulative gross square feet represented in these seven schools
(693,121GSF), watchful management of public funds saved the taxpayers' of
Pasco County over $15,000,000 in construction costs based upon the average
cost of construction reported throughout the state. The two schools that exceeded
the state average gross square foot average were Connerton Elementary School and
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Trinity Oaks Elementary School, schools that had excessive site development costs
associated with sink-hole remediation, which amplified the overall cost of construction.

Contributing Factors to Public School Construction Costs

There are other major contributing factors that have driven school construction costs
upward. Again, based upon the Turner Building Cost Index, prices have continued to
rise during the 2015 calendar year and are predicted to follow this trend into the
foreseeable future.

Increasing Construction Activity Leads to Cost Increases

Fourth Quarter 2015 Turner Building Cost Index, which measures costs in the non-
residential building construction market in the United States, has increased to a value of
959. This reflects a 1.05% increase from the Third Quarter 2015 and a 4.58% yearly
increase from the Fourth Quarter 2014.

In addition to rapidly escalating construction costs throughout Florida, school districts
are required to fund Enhanced Hurricane Protected Areas (Hurricane Shelters)
exclusively from school district capital project funding. While this well-intentioned civic
endeavor provides safe shelter for the citizens, this requirement represents an unfunded
state mandate to expend funds that drives up public school construction costs.

Security has become a major priority in public school design and construction. Alarm
systems, designs that further promote Crime Prevention Through Environmental Design
(CPTED), additicnal security cameras, entry lock-down mechanisms and additional
security fencing have provided a safer environment for the children of Pasco County,
but again, has increased the cost of public school construction.

Electronic and computer technology has added a huge cost burden fo public
education. State accountability assessments and end of course exams require
expensive data infrastructures necessitating wide bandwidths to accommodate the large
number of students simultaneously taking exams on computer network systems.

State Energy Codes, mandated for all K-12 public education facilities, have also
significantly increased construction costs by requiring educational facilities to achieve
higher energy savings standards. These codes are based upon ASHRAE 90.1 and
have major impact on the design of roofing systems, the building envelope, the size of
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glazing and natural light, wall insulation, heating and air conditioning systems, as well
as school-wide lighting systems. While generating future maintenance and energy
savings for a school district, these state mandates force the first time cost of a new
school to exceed previous cost thresholds.

Green Building Design is tied closely to Energy Design Standards, but extends well
beyond energy considerations including sustainability and substantial environmental
considerations. As mandated in the State Requiremenis for Educational Facilities
(Section 3.2), "All school district, Florida college and university buildings shall be
constructed to meet a nationally recognized high-performance green building rating
system as approved by the Department of Management Services. While this
requirement will provide life cycle operating savings and generate savings for the
taxpayers, it tco adds to the original cost of construction.

Life Safety Codes have become more rigorous during the nine year reporting period
identified in the House Appropriations Committee Report, and as with all unfunded state
mandates, has increased costs by requiring the inclusion of expensive fire sprinkler
systems to new school construction as governed by the Florida Fire Prevention Code
and NFPA 101.

Traditional School Building Codes vs. Charter School Building Codes

Yet another factor that differentiates public school construction costs from charter
school construction costs is the differences between the construction code requirements
mandated for charter schools and for K-12 public schools. According to F.S.
1002.33(19), "A startup charter schoo! shall utilize facilities which comply with the
Fiorida Building Code pursuant to Chapter 553 except for the State Requirementis for
Educational Facilfities.” Charter schools, with the exception of conversion charter
schools, by statute are not required to comply, but may choose to comply, with the State
Requirements for Educational Facilities of the Florida Building Code adopted pursuant
to Section 1013.37. The cost comparison between the state uniform building code for
public educational facilities construction, as required for K-12 public education and
Chapter 553, non-educational Building Construction Standards is significant. The
statutory requirement for K-12 public education to construct to much higher
standards for safety, energy savings, standards for construction materials and
life cycle criteria, places public education facilities at a huge financial
disadvantage.

Initial Construction Costs vs. Long-term Maintenance Costs

Each of the aforementioned components required in public school design and
construction represents value to the taxpayers of public school districts. The most
important consideration when designing and building new schools with public funds is to
demand the return of exceptional value from the facility, not o focus on a low first time
cost of construction, which inaccurately represents the total cost of building construction,
ownership and maintenance. Low-priced, first-time construction costs do not represent
a return of value to the taxpayers. A systemic approach to school construction is not
only warranted, but also returns the greatest cost savings to any school district.

Pasco County schools are constructed with long term, life cycle considerations and are
low maintenance, energy efficient facilities. From 2007 through 2014, savings have
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consistently averaged well below the state average for energy consumption. During
this seven-year period, the Pasco County School average cost per square foot of
energy usage was $1.02 compared to a statewide average of $1.26 per square foot.
Prorated over the 11,398.342 gross square feet of school facilities, the District
generated $2,817,018 in savings for the taxpayers of Pasco County. Due to the
construction of economic, high quality and low maintenance facilities, the Pasco
average for maintenance costs per gross square foot was $4.97 compared to a
state average of $5.28. Prorating these savings over the 11,398,342 GSF of facilities,
$3,484,636 was generated in savings for the taxpayers of Pasco County. While all of
these savings certainly cannot be attributed to the nine schools highlighted in the
Appropriations Committee Report, a portion of these savings are a direct result of
conscientious construction planning and design. Of greater importance is the
demonstration of the consistent determination and effort that Pasco County Schools
devotes to effective public funds management.

Pasco County Schools has a long-standing reputation for building cost effective schools
that are safe, healthy, sustainable and provide an enriching learning environment.
School expenditures are managed by qualified staff and are monitored by a Citizen's
Oversight Committee, then scrutinized by a public accounting firm to ensure that the
district has not overpaid for any aspect of the project. These costs and public
procurement procedures are also inspected annually by professional auditing firms, as
well as undergoing the intensive State Auditor General's review every three years.
Pasco County Schools is dedicated not only to professional fiscal management, but
strives to serve as an exemplary example of public fund stewardship. Rest assured that
taxpayers’ money is not being "robbed" in Pasco County; rather, as demonstrated in this
lengthy response, it is diligently managed to serve the greater needs of Pasco's
students, parents, citizens, essentially, the taxpayers.

| also have provided a summary of the salient points contained within this document .
Any questions regarding the content can be addressed either to Ray Gadd, Deputy
Superintendent, at 813-794-2860, or John Petrashek, Director of Construction Services,
at 813-794-7950.

Browning
erintendent of Schools

Sup
Attachment

cc.  Pasco County Legislative Delegation
House Appropriations Committee Members
Pasco County School Board
Superintendent’s Staff
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Pasco County Schools

Providing a world-class education for all students

Kurt S. Browning, Superintendent of Schoels

Response to:

SCHOOL DISTRICT FIXED CAPITAL OUTLAY FUNDING
HOUSE APPROPRIATIONS COMMITTEE REPORT
JANUARY 21, 2016

Summary

*  Prior to the release of the House Appropriations Report, Legislative staff did not consult
public school districts to gain a better understanding of the Cost of Construction Report.

¢ The Department of Education's Student Station Cost Factors do not accurately
represent the actual cost of construction in today's market and need to be revised.

¢ The Consumer Price Index is applied to the Student Station Cost Factors and is not
intended to serve as a predictive indicator for construction market trends and actual
costs.

e The Construction Cost Index, such as monitored by Engineering News and Report, is
an accurate indicator of constructicn inflationary factors.

*  The manner in which data is entered into the report greatly affects the per student
station calculations, but does not have any bearing on the total project cost. If data do
not fully represent the work done, it will skew the student station costs.

« Per square feet cost factors (not per student station cost factors) accurately represent
the true cost of construction and are included in the same Cost of Construction report as
the Student Station Cost Factor.

o When based upon the square feet cost factors, there were 7 schools that were
constructed well below the average cost per square feet and represented a savings of
over $15,000,000 for Pasco taxpayers.

e The data recorded for career and technology labs do not take into account active
workspace. Student stations are assigned across the entire lab space, grossly and
inaccurately assigning an inaccurate cost per student station. Automotive Technology,
for example, requires a large space for hands-on Iearnmg using automobiles, but few
actual student seats.

o Construction cost increases are somewhat proportional to the quantity of work ongoing
in any geographic area. Following the economic recession from 2008 - 2012 (+ -)
nearly 50% of the experienced construction tradesmen were forced to leave the
profession or to move elsewhere to look for work. There is a critical manpower shortage
in the skilled trade's arena. Sub-contractors are selectively submitting bids only on the



projects that best align with their capabilities and which will return the greatest profit
margin. Often, it is difficult to get subcontractors to submit compstitive bids for the work.

K-12 public education (non-charter) must abide by F.S. 1013.37 (SREF), the state
uniform building code for public education, a far more rigorous, demanding and
expensive building code than that with which charter schools must comply, F.S. 833, a
scaled down code for business occupancy.

Pasco builds schools with a long-term life cycle cost approach. It is far better to build
quality schools at economical prices than to construct cheap schools that will greatly
increase maintenance and energy costs throughout the life of the building.

School districts must fund hurricane shelters (EHPA) out of public education funds.
Enhanced security considerations have increased construction costs.

Computer technology and the data infrastructure required to support on-line testing has
significantly increased technological costs, as well as increased the capital funds
needed for the computer hardware included in furniture and equipment costs.

State energy codes have increased building costs by proscribing building envelope
changes, requiring high efficiency HVAC systems, increased insulation and LED lighting
systems.

Green building design is required and has increased construction costs.

Florida Fire Protection Code has increased requirements for fire sprinkler systems,
increasing costs. -

Costs of abatement and demoliticn of existing facilities are not deducted and artificially
inflate per student stations costs.

According to several regional contractors and architects, the Tampa Bay vicinity has
experienced a 12% - 20% increase in costs over the past 1 1/2 years. This does not
have any relatiocnship to schools built 10 years ago, but will continue to present
challenges in meeting the State's Student Station Cost Factor in the foreseeable future.



