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‘ Preface

» Facility Managers are often asked,
“How much would it cost to...” or
“How much should | budget for...”
a one-sentence description of a perceived need.

= Many projects are doomed to failure from the beginning
because the initial scope and budget are incompatible.

= This presentation provides tips to overcome those
hurdles.



‘ Questions from Attendees

= How to budget when the scope is unknown/ at Feasibility Phase?

* How to know your planning will lead to the desired outcome?

= Best time to determine the scope?

= Best questions to ask?

» Resources for budgeting for conceptual projects?

= How to develop cost ranges for various estimating divisions?

= How to figure cost escalation?

» Managing expectations of internal leaders /
Keeping the owner from getting married to the rough order of
magnitude prior to starting design

= What to do when the scope begins to grow outside your
department’s capacity?

» (Contracting strategies: lump sum, time & materials, unit prices,
allowances?
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| Introductions Why is Proper Project Scoping Important?

May 2021 Survey of over 500 North American Construction Projects
Research conducted by International Data Corporation (IDC), commissioned by Procore

w——

75% 69 =8

DAYS
Costs increased 15%
! . Project delivery averaged due to changes in budget
of projects delivered late, 69 days late and schedule

over budget, or both



Introductions Anchoring

People will remember the first number you tell them!



‘ Introductions Early Leverage

Impact of Decisions

Make informed
decisions as early
as possible ...

Cost of Decisions

... or it will cost you

much more later!

Scoping/ Design Construction
Pre-Design



Introductions Early Leverage

Unknowns /
l Decisions to be made

Scoping/ Design Construction
Pre-Design
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‘ The Process

fore-cast

: to calculate or predict (some
future event or condition) usually
as a result of study and analysis
of available pertinent data



Scope SF
Schedule x $/SF

Budget = §



‘ The Process

Identified Functions & Spaces S F
+ Anticipatable Needs + Contingency

(or other units)

Complexity, Quality, Amenities / S F
Escalated for Schedule X

Constructlon Budget — $
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| The Process SCOPE

What is the question?
= What problem are we solving?

= What are the Conditions of Satisfaction?
(e.g., How detailed or reliable of an
answer is needed? By when? For
whom?)

What process will we use to decide?
= Who needs to be involved?

= \WWho are the decision makers?

= Who are the decision breakers?
(Who can override later or add on to the
scope?)
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‘ The Process SCOPE

1. Establish Goals

= Function, Form, Economy, Time

2. Collect and analyze Facts
= Existing conditions, givens

3. Uncover and test Concepts

» Brainstorm possible strategies to
achieve the goals in light of the facts.

» Rough schedule and budget for each

4. Determine Needs
» Quantify scope, schedule, budget

5. State the Problem

problem
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‘ The Process SCOPE

Summarize the Scope
= What’s being included

- Key Planning Units
(people, rooms, square feet...)

- All Assumptions:
Basis of Design, Project
Delivery Approach, etc.

- Often simple diagrams to
communicate the scope

- Be realistic, not optimistic!
» Factor in phasing & dominoes
= Clearly state what’s excluded

20



\ The Process SCHEDULE

Estimate the Schedule Project Schedule 5024 025 rzozg

to establish Bid Date(s) 30-Day Immersion

Master Planning

and Completion Date Ambulatory Center, MOB, CUP
Detailed Programming

Based on the assumed Design & Construction Documents

approach, how long for Permitting

= Design Team Selection?  —&enstruction

Commissioning & Move-in

» Programming & Design Inpatient Facility, Phase |

m AppfOV&'S & Funding? Deta_tiled Programm?ng

_ Design & Construction Documents
. Permlttlng Permitting
» Construction Construction

Commissioning & Move-in

= Equipping & Move-in
= Any long lead items?



The Process SCHEDULE

Research Costs of
Similar Projects

Document

» Project Scope,
Features

= Square Feet

= _ocation

= Completion Date

= Costs (at the time

Texas Children’s Austin Specialty Care Clinic

MEDICAL MD191136

Architect

Furniture
Coy

Page Southeriand Page, Inc
1100 Louisana Streel, #1, Houston, TX 77002
www.pagethink.com

McCoy-R , inc.
6889 Oid Katy Road, Houston, TX 77024

Project Team Project General Description
Structural Engineer Location: Austin, Texas
Cardno. Date Bid: Mar 2018
5113 Southwest Parkway, #295. Ausi, TX 78735 " Construction Period: Apr 2016 10 Sep 2018
re an -
Technology Engineers - Tolal Square Feet: 25000

Page Southerland Page, Inc.

400 W. Cesar Chavez Street, #500, Austin, TX 78701
General Contractor

McCarthy Building Companies, Inc.

3800 Buftalo Speedway. #250, Houston, TX 77098
Security

Kratos
10842 W. Little York Road, #200, Houston, TX 77041

I exam RooMs

[ TREATMENT ROOMS

[ WAITING / CONSULT
STAFF SUPPORT

[ ADMINISTRATION

Number of Buildings: One: 2 floor interior build-out,

Building Sizes: Second floor, 2,000; third fioor, 23,000: total,
25,000 square fest.

Building Height: Second tloor, 8 third flocr, 9'; float 10 floor, 144°
Basic Construction Type: /I 8/Tenant Build-Out.

Floors: Concrets.

Interior Walls: Metal stud drywall, lead ining at radiation 1oom

TOTAL BUILDING S
TOTAL PROJECT COST 46402809

DIVISION COST % OF SQ.FT.
COST COST
PROCUREMENT & CONTRACTING BEQUIREMENTS 226643 408 207
GENERAL REQUIREMENTS. see3es nxn 2106
WETALS 7,800 042 0.78
WOOD, PLASTICS & COMPORITES 2828 136 an
THERMAL 8 MOISTURE PROTECTION 8215 m s
OPENNGS %8771 578 wis
FRGSHES 798738 %7 3188
SPECIALTIES a1 187 a4
6% 32648 (3] 131
PLUMBING 392500 &51 210
HAC 412452 387 ®s0
ELECTRICAL 878700 1§90 %5
COMMUMICATIONS ene an o7
ELECTRONIC SAFETY & SECURITY 9182 i 77

UPDATED ESTIMATE TO DECEMBER 2019: $198.13 PER SQUARE FOOT

SPECIFICATIONS
Faraatons

fivsh carpantry,

Demgotooting b waterproaling, membiane roaking. (ot & wall specaias &
accessartes, fre & smoke pratection

Doors 3 foemes, specily doars & fames, hardvare. gazing.

Pasterd grosum bourd, g, celings floocing. wal firishes, 2coustc restment
paintingd coating.

Fice mxinguishers & catinets, lstalution

Wiode shades

Pioleg & pemps, wquipment. fixtures

Poieg & pumps. a cianing Gevices.

Magum-volage iatribution (ow-vologs tansmission, ighting
Structred cading. dita, voics, 8uco-+ides, GaYRNRSd Commnications &
mantoning By steTs

surveitance.

Ragional Cost Trends

Thut Despeer, upskse 18 Deoember 073 A 150 10RAS $Bad o I Unbed Siasmy

EASTERNUS.  Sqft. Toisl  CENTRALUS S Toisl  WESTERNUS.  Sqft. Total

Cost Cost Cost Cost Cost Cost
Asana, GA €087 350,67  Dalles, TX s o Bi953z0f  LosAngeies,CA 526447 58622 825
Pambugn PA 325023 $9455523  Kaneea Cily,KS 326734 SHETRATS  LesVeges, NV S2R285 5086205
New York, NY 832647 52208790  Chicage, IL w82 52956749 Seatile, WA 528451 4622 825

For more information on this project and Simiar procts visit www.ded.com

Dsiplu ks November-December 2019

Source: https://www.dcd.com/magazine/archive?i=2019-1112&page=36
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‘ The Process BUDGET

Adjust Those Costs  qcuiiiccionrocir ~ MICHIGAN W
to Your Location e~ 4 S

(¢
€

Location Factors TS i/ ®
Cleveland = 104.81 > s S G
Houston = 93 Il - c°  PENNSVLVAR
The same project N S e
built in Cleveland, INDIANA___ 4~ ~ P

\_ WEST
OH costs 12.7% g (0 _VIRGINIA /1@
more than in .

Houston =
(1 04 81/93 _ 1 127) Source: https://www.fgould.com/perspectives/location-factors-for-2022/



| Construction Building Cost Indices
The Process BUDGET
Adiust Th c a5 | Base Year 2019 = 100 2
jUSt ose Costs gg " = not a Tinal cost index Construction Analytics N /|
to Your Schedule 1o |dataas of 04 2022 — v,
/
Either compare Bid Date to Bid Date ﬁg \\ 4
or Opening Date to Opening Date 105 *RSMeans A
. . 100 PPI Nonres Inputs | N
Construction Inflation o " - —
2020-2022 was 20%. o - e
> Turn
Using Cost Indices: 3(5) Mortenson = ALB
Future Index + Previous 10 | oy
; . ; e Turner S it
125 Jan’23 + 95 Sep’18 60 == ENRBCI
=1.316 or 31.6% more gg for anresi}dentia}l Buildings qnly = =PPlinputs
DI I R
edzarenski.com

4-21-23 This table and plot is an extension of the tables and plots above. Data is
as of Q4 2022, but the table covers from 1967 to 2000. Data is pretty sparse.

Source: https://edzarenski.com/2022/12/20/construction-inflation-2023



+  Bids

" errnellens Ind ex
— ' I Trerdline (3.65% -
‘ The Process BUDGET - _HE:E”EHS remine GE7 _ - -~ -
— —Mid # = ==
- Low
Adjust Those Costs | e
N PCE Target 20M0-2021 (2%)
to Your SChedUIG PCE 3-Year Target (2.5%)
Either compare Bid Date to Bid Date
or Opening Date to Opening Date
(1 H 7 H
Inflation” might have
averaged 3.5% for N e
decade_s, but where B P I I R
are we in the cycle? Y7 —
YEAMEUCEN Construction Escalation Forecast
Using Interest Rates:
— R at e /\Yea rS Modest Growth +2 Million +100K +10% +8% +8% +8% +8% +42%
5% Over 2.5 years Minimal Growth +1 Million Zero +5% +6% +6% +6% +6% +29%
— 1 O 5 /\2 5 — 1 13 Soft Landing Zero -50K 0% +4% +4% 4% +4% +16%
Or 1 3% more Minimal Recession -1 Million -100K 0% +4% +0% +4% +4% +12%
Mild Recession -2 Million 200K 0% +4% S% +4% +4% +7%
Source: https://www.vermeulens.com/media-events/market-outlook-quarterly-q4-2022 25

PCE = Personal Consumption Expenditure


https://www.vermeulens.com/media-events/market-outlook-quarterly-q4-2022

\ The Process BUDGET

Adjust Those Costs
to Your Schedule

Either compare Bid Date to Bid Date
or Opening Date to Opening Date

A comparable project in Houston that finished

5 years ago (Sep 2018) for $500/sf would cost
in Cleveland, opening in July 2025...

$500
X 1.127

X 1.316

X 1.13

Original
Location Factor

Past Construction Inflation
Escalation

= $838

Construction Cost



\ The Process BUDGET

Comprehensive Budgeting

“Construction Budget”
+ Equipment

+ Furnishings

+ Fees

+ Administrative Costs
+ 1T

+Contingency

“Project Budget”

Project Budget Authorization

ortkshest

PROJECT NAME:
&th Floor Build Cut

PROJECT DESCRIPTION:

Bild out shell space an the Sth flaor of

Bith flaar)

. adding 26 beds (include s infrastriucture madifications to

" 000 Construction Costs $ 9.975.800
"o Ewilding Cost $ 9900800
) 035 Pre-Construction Planning kS 75,000
" 095 Other %
" 100 Equipment and Furnishin_§ 991641
" 1o Signagel Graphics $ 38,000
i 120 Medical Equipment k] E35,885
: 125 Furnishings/Equipment i 237862
. 130 Murse Call % -
. 135 Security Systems $ T304
140 Telecomm & Data Systems % -
" 145 Electranics ¥ -
i 150  Foodservice Equipment k]
" 185 Preumatic Tube System +
" 195 Other %

200 Professional Fees

" 208 Architect{Engineer

" 212 Foodservice Consultant
25 Pre-Construction Flanning
i 220 Interior Design

" 225 CivilEngineer

230 Med. Equipment Planning

" 28 Project Manager

" 240 Radiation Physicist

" 245 Wertizal Transpartation
260 Low Woltage

265 GraphicsfSignage Consult
2B0  Landscape Architect

265 Traffic & Parking

270 Surweyor

278 Geotechnical

280 Move Coordinator & Mowe Ex
285  Commissioning

295 Other

1.315,338

743185

73000
44,153

" 300
" 305
"z
T3
" 40
"m0

" 400
40

" 500
510
520

" go0
610

Administrative Costs $ 187.841
IMaterials Testing k] -
Agency Fees £ 5,000
Ltility Fees k] -
COither [Temp Security, EYS) % 26,000
Fieimbursable Expenzes k] 157841

Information Technology _$ 4,560,000
Infraztructure, License, Softwar_$ 4,580,000

Contingency $ 1432620
Chwrners Contingency [10%) k] 997,680
Diezign Contingency (534 k] 435,040
Property/Land -
Land &cquizition k]

TOTAL PROJECT BUDGET _§ 13523240

| a0
S
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\ The Process BUDGET

Comprehensive Budgeting

“Construction Budget”

+ Equipment Project Budget rough guidelines
* :z”m'Sh'”gs +35% for simple projects
rrees o +50% for complex & renov’s
+ Administrative Costs o ]

HIT +65% for hospitals

+Contingency
= “Project Budget”



\ The Process CONTINGENCY

15%-20%

5%-10%

Unknowns /
Decisions to be made

3%-5%

Scoping/ Design
Pre-Design

Construction

29



Resources for Cost Data and Escalation Forecasts

- Your own project datal
- Peers’ project data
- Design Cost Data

- Dodge, Means, ENR
(subscription; some free info)
Don’t rely on unit costs

- AIA, AGC, BLS.gov

- Vermeulens, Faithful+Gould,
Ed Zarenski

- Some contractors publish
cost reports

- Others that you use?

Examples of Cost indexes

* ENR Historical Indices

e DCD Cost Escalation Index Table & Regional Cost
Modifers

e Turner Cost Index

e Mortenson Overall Construction Cost Index Q2 2022

e RS Means City Cost Index - 2019

Federal Resources

¢ Federal Acquisition Regulations Economic Price
Adjustment-Labor and Material
¢ Code of Federal Regulations Economic Price

Adjustment - Fuel Surcharge

https://www.consensusdocs.org/resources/price-escalation-clause/



‘ Questions from Attendees

= How to budget when the scope is unknown/ at Feasibility Phase?

* How to know your planning will lead to the desired outcome?

= Best time to determine the scope?

= Best questions to ask?

» Resources for budgeting for conceptual projects?

= How to develop cost ranges for various estimating divisions?

= How to figure cost escalation?

» Managing expectations of internal leaders /
Keeping the owner from getting married to the rough order of
magnitude prior to starting design

= What to do when the scope begins to grow outside your
department’s capacity?

» (Contracting strategies: lump sum, time & materials, unit prices,
allowances?
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