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Section 1 EXECUTIVE SUMMARY

This document and the attachment herein, constitutes the district’s February, 2015 quarterly update
to the Major Repair and Replacement (MRR) Plan. The plan is consistent with Board policies E-
2570, G-3250, E-1500, E-2500, and E-2550.

This quarterly update provides an assessment of status and costs associated with the ongoing MRR
program

1.1 — Summary of Findings

The MRR Plan utilized data gathered from comprehensive Facility Condition Assessments (FCA)
completed at 87 school sites. Currently, FCA’s are in progress or planned at 2 additional school
sites. The recent assessments have had minimal impact on the overall estimated need, as the 2014
plan took into consideration facility deterioration over time, escalation of needed repair costs
(inflation) and annual changes to the district’s total building square footage. Therefore the current
district’s facilities repair, replacement, and renovation need is consistent with the 2014 plans
reported figure of $1.2 billion. To calculate the district’s overall Facility Condition Index (FCIL),
the Current Replacement Value (CRV), as derived by multiplying the district’s total building
square footage by the current industry new construction cost per square foot, remains to be $5.3
billion (Attachment A). The FCI is derived by dividing the total facilities repair, replacement, and
renovation needs by the CRV. This produced a current district-wide total FCI of 22.2%.

The MRR Plan (Attachment B) addresses a plan to reduce the FCI to 15% in 6 years, and to 6%
over the next 13 years. With the passage of Proposition Z, funding is expected to stabilize. In the
latter years, it is expected that Proposition S will also be a significant contributor to the reduction
of the facilities repair, replacement, and renovation needs, thus positively affecting the FCI. As
the two bond programs mature, their contribution to the reduction will begin to diminish. The
2014 plan reflects actualized fiscal year 2013/2014 expenditures.

To meet the facility need outlined in the MRR Plan, the district’s current non-bond funded Repair
Replacement (RR) commitment will need to be increased incrementally over the next 18 years.
While bond funds will close the financial gap temporarily by using long term-debt, absent a plan
to establish an annual recurring funding source for maintenance, repair and replacement (RR), and
MRR needs the FCI will begin to increase as the bond programs sunset.



2014 MRR Plan FCI Projections

24.0% .
22.0% ———————
20.0% el e W — <

18.0% — ———

16.0% | N S

14,0% e

12.0% —

10.0% — A T S

8.0% e N ———— -

6.0% - —— — =

4.0% — — =

2.0% - — — -

0.0% +——r—+———7——T——"— "7
0~ W O O i ~N m = %3] w o~ [ B )] o — o™ o b %] 0 P~ o0 O (o] [ ]
EEREEEEEREREEREREEREREENEE

===y /UL Increase in State Funding or Other Local Revenue ====7013 MRR Plan

1.3 - Conclusion

Our current analysis continues to suggest that the district will achieve a FCI of 6% over the next
13 years. Bond program funded MRR expenditures are scheduled to decline starting 2024.
Consequently, FCI begins to escalate and continue trending upwards over time. The MRR plan
addresses this issue by incorporating a proposed future increase in state funding or other local
revenue to stabilize the FCI at 6% through 2032.

1.4 - Recommendations

Approve the revised Major Repair and Replacement Plan, which includes adequate resources to
address the annual recurring maintenance, repair and replacement and major repair and
replacement needs.



Section 2 — FACILITY CONDITION ASSESSMENTS

2.1 FCA/FCI Methodology

A FCA and the identified needs resulting from the assessment, is based upon findings related to
structures and/or equipment and specifically, their state of either disrepair; or in some cases, non-
use because they have reached the end of their useful life. Failure to repair and/or replace these
conditions could cause progressive, facility deterioration and/or significantly reduce the
performance. To achieve a viable understanding of district assets, a comprehensive FCA of all
building systems and components is performed at each site. Once the FCA is quantified in dollars,
a numeric rating system is applied that translates the assessments into a rational measure of the
facility needs, thereby providing a means to gauge the condition of the facility. This is known as
a Facility Condition Index (FCI). A FCI is a national standard that uses the ratio, as a percentage
of the total cost of facility repair needs, divided by the Current Replacement Value (CRV). The
CRYV is derived by multiplying the total building square footage with the current dollar per square
foot cost for new construction. According to the Association for Physical Plant Administers
(APPA), an FCI of 5% is good; between 6% and 10% is fair; and greater than 10% is poor.

FCI — Total Cost of Facility Needs
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2.2 FCA Report Findings

Since 2008, DMJM Harris/AECOM has been contracted by the district to deploy teams of
architects and engineers to provide on-site FCAs. Their work has been documented and quantified
based on industry standard ASTM Uniformat II guidelines. The condition and life cycle of major
systems and components were assessed, documented and prioritized as follows:

Priority S - Items that were addressed in the Proposition S & Z bond language
Priority 1 - Items that should be addressed in year 1

Priority 2 - Items that should be addressed in year 2

Priority 3 - Items that should be addressed in 3-5 years

Priority 4 - Items that should be addressed in years 6-10

Priority 5 - Items that should be address after 10 years

Since 2008, 87 FCAs have been completed. The CRV was also revised to reflect the current
construction value. Utilizing this information, the total facilities repair, replacement, and
renovation need has been estimated at $1,190,614,499 and the current FCI calculated at 22.2%.



Section 3 — CURRENT AND ANTICIPATED LONG-TERM FUNDING

3.1 — Major Repair Replacement Plan

The 2014 Major Repair Replacement plan (Attachment B) incorporates actuals, the current 2-Year
Capital Improvement Plan, and funding strategies for Proposition S, Proposition Z, a potential
future increase in state funding or other local revenue, and the district commitment to reducing the
FCI. The strategies considered Proposition Z funding playing a more significant role initially; and,
Proposition S funds contributing significantly in the later years, thus positively affecting the FCI.
As the bond programs mature, their contribution to the reduction of the facilities repair,
replacement, and renovation needs will begin to diminish as the effects of inflation and continued
deterioration of the facilities will have a more significant effect on the FCI. However, absent a
plan to establish an annual recurring funding source for maintenance, RR and MRR needs the FCI
will begin to increase as the bond programs sunset. The plan incorporates the proposed district’s
commitment to the annual recurring funding.

3.2 — 2015 Major Repair Replacement Implementation Plan

The 2015 Major Repair Replacement Implementation Plan reflected planned expenditures of
$123,444,503. The mid-year expenditures currently total $71,812,025. The plan incorporates
Physical Plant Operations (PPO) Annual Plan which reflects an estimated amount of $32 million
in repair and replacement and major repair replacement work. Facility Planning and Construction
(FPC) continues to administer the remainder of the Major Repair and Replacement allocation,
through Whole Site Modernizations (WSM) and MRR work that is specifically identified under
other bond program categories.

Section 4 — STATUS & ADEQUACY OF RECURRING FUNDING
4.1 — Adequacy Findings

The Association of Physical Plant Administrators (APPA) recommends between 2% to 4% of the
district’s aggregate CRV be allocated annually for recurring funding for maintenance, RR and
MRR. They further state that when a backlog of deferred maintenance has been allowed to
accumulate, spending shall exceed this minimum level until the backlog has been eliminated.

The 2% to 4% range is due to varied factors including climate, age of facilities, and type of
construction. Based on these factors, and the mild climate in San Diego, it is recommended that
the district apply the 2% deterioration rate.



The district’s CRV (attachment A) is $5 billion and equates to $107 million at 2%. Currently the
district is allocating approximately $16 million of non-bond funds, or 15% of the APPA
recommended allocation. Proposition S and Z are currently supplementing the need; however, the
district should begin a process to address the inadequacy of the annual recurring funding for
Maintenance, RR and MRR so that acceptable funding set-asides will occur.

The proposed annual recurring maintenance funding plan, extended over the life of the two (2)
current bond programs, reflect APPA’s recommended funding level of 2% of the district’s CRV,
as well as proposition S & Z funding, the proposed district’s commitment to steadily increase the
funding allocations and a potential future increase in state funding or other local revenue.

Proposed Annual Recurring Maintenance Funding Plan

$275,000,000

$250,000,000

$225,000,000 ——————————————

|
{
|

$200,000,000

\
|
|

$175,000,000

$150,000,000 —

$125,000,000

|
I |
|
[
I I .

$100,000,000

$75,000,000

$50,000,000

$25,000,000
$0

=
[
—
[
|
o

2024 |
2025
2030
2031
2032
2033 |

2017
2018 |
2019
2020
2021
2022 |
2023

2014
2015
2016

I ncrease in State Funding or Other Local Revenue
e Prop S & Z
I Proposed Annual Recurring Maintenance

e=2% of CRV




Section 5 — STATUS OF DEBT MECHANISM TO FINANCE MRR

5.1 — Debt Mechanism Findings

MRR expenditures and financing mechanisms were analyzed over the entire duration of

Proposition MM, S & Z. The

total planned and actual MRR expenditures include school

modernization and facility improvements that contribute to reducing the Facility Condition Index
(FCI), and Non-Bond Funded Repair and Replacement (RR) work. The total planned MRR
expenditures are $3.5 billion. The estimated total debt service is $4 billion. $651 million has been
spent to date on MRR, and the associated current MRR debt service is only $581 million.

Status of MRR Debt Service
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