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EXECUTIVE SUMMARY

AF Consultants was retained by the Grossmont-Cuyamaca Community College District
(GCCCD) to review the overall performance of the Proposition R (Prop R) Bond
Program.

An initial assessment was conducted in December 2004 under a previous engagement.
As a follow-up to that review, GCCCD appropriately elected for a follow-up review to not
only assess whether prior recommendations had been implemented but to also gain
further insight to the program operations now that significant projects are under
construction.

We reviewed eight (8) focus areas as outlined in the GCCCD Request for Proposal
C7182. The following highlights these eight areas and our corresponding
recommendations included in the report:

1. Overall Program
None

2. Program/Project Management And Procedures Manual
None

3. Constructability And Value Engineering Reviews:
If, in the future, the District utilizes CM @ Risk we recommend that the District consider
language that obligates the CM to examine the bid documents and accept the responsibility
of any and all errors and omissions prior to signing a Guaranteed Maximum Price (GMP)
contract.
For the projects we looked at we found an abundance of effort on the part of Gafcon, the
Architect, and the Construction Manager given to Value Engineering, Estimating and
Constructability. We recommend that the District consider reducing this effort on future
projects. Defining the roles contractually and limiting the multiple reviews and overlapping
estimates may save the District unnecessary expenditures but should not be done without
addressing the risk of doing so.

4. Program And Project Management Costs And Reasonableness Of Fees
None

5. DeS|gn Team Costs And Reasonableness Of Fees
We recommend that the District continue to make improvements to contract language as
appropriate with periodic review by staff and legal counsel
We recommend that the District adopt a single consistent format for architectural service
agreements. If funding cycles are of concern, various phases can be authorized under a
standard agreement format without making a commitment to the entire agreement.
Language authorizing the various phase of the agreement can be developed. Any changes to
the terms of the agreement to tailor the scope of services to the specific project can also be
made by amendment rather than completely rewriting the agreement.
The District should further investigate a refinement of the fee curve based on the building
type and complexity of the project. Significant savings may accrue to the District.

6. Consultant Costs And Reasonableness of Fees
We recommend that the District and Gafcon continue to monitor all consultant costs and
periodically validate budgets and projections of costs for all projects. We recommend that
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Gafcon develop a process for reconciling all Expedition reports and contract logs, at least
quarterly.
The District should explore the use of a CM at Risk methodology to eliminate the risk and
pass it directly to the CM. We noted in other sections of our report obligations for errors and
omissions which could be passed to the CM. Passing the liability to the CM for the lesser of
“the cost of the work” or “the guaranteed maximum price” can help fix the price earlier in the
process and manage the risk.

7. Labor Compliance Program
We recommend that Gafcon, Inc. break out and track the cost for their labor compliance
efforts and make it part of the routine cost reports. We find that reporting this work on a
consistent basis would provide the District with a breakdown of labor compliance versus
project management during construction. It would also assist Gafcon in validating their work
effort in this area.
Gafcon, Inc. found that compliance was more easily achieved when contractors and their
subcontractors attended the preconstruction conference. We recommend that the District
consider language in their Contract General Conditions requiring mandatory attendance for all
contractors and subcontractors at the pre-construction conference to discuss the specific
implications of labor compliance. This may ease the burden on Gafcon, Inc. staff to train and
educate subcontractors during the construction process and more clearly define requirements
for labor compliance requirements.

8. Construction Cost Escalation
None

We collected significant data during our review and were able to discover whether
improvements were made on areas of concern from our prior assessment. We find that
GCCCD administrative personnel maintain a very high level of interaction and oversight
with their program management firm.

The remainder of our assessment follows this Executive Summary and identifies the
level of detail that we reviewed and specific scopes of our review. Overall, we find that
the Prop R Bond Program is successfully managed.
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SECTION 1:
OVERALL PROGRAM

As part of the annual review we were asked to address the degree of progress towards
completion of the total program within the stated schedule and availability of funds
including maximizing the acquisition of any available supplemental funding.

As part of our research we reviewed the following documents:

Detail Project Cost Reports, Contract Logs and Contract Logs with Summary of
Changes and Payments for five (5) active projects

Overall Proposition R Funding Plan, dated July 2003

Quarterly Cash Flow Projections, dated May 2004, June 2005 and March 2006
Cuyamaca — Communication Arts Building schedules dated July 28, 2005 and
August 9, 2006 prepared by Rudolph & Sletten

Cuyamaca — Science and Technology Mall schedules dated May 16, 2005 and
September 7, 2006 prepared by Rudloph & Sletten

Grossmont — Science Building schedules dated May 5, 2005 and August 9, 2006
prepared by CW Driver

Grossmont — Digital Arts and Sculpture schedules dated June 16, 2005 and
August 29, 2006 prepared by Sundt Construction, Inc.

Cuyamaca — Student Center schedule date August 30, 2006 prepared by Rudolph
& Sletten

Proposed Revised Proposition R Funding Plan as handed out to the Governing
Board at the Annual Workshop August 8, 2006

Findings:

Cash flows typically project ALL project costs including construction, project
management and other expenditures against each project. From an overall perspective,
they are most needed to project the timing for the sale of any future bond series to
continue funding the program. They should marry the timing of anticipated construction
payments to the contractor based on a schedule of values with the overall project
expenditures such that accurate forecasts are made. Cash flows typically forecast the
maximum expenditures and hence are conservative in their predictions.

The overall Prop R Bond program appears to be well managed by the Program and
Project Management firm, Gafcon, Inc. Funds have been allocated from Proposition R to
maximize the use of State matching funds for an array of projects. District allocations
have been made in support of State funded projects and programs. Recognition that a
future State funded Bond Act will be voted on in November 2006, and that its passage
will bring additional funds to the District has been made. While we did not have time to
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financially verify the accuracy of the entire cash flow projections or Detailed Project
Cost Reports we believe Gafcon, the Program/Project Manager is doing an excellent job
of managing the program funding and reporting.

It appears from the cash flow projections that Series A bond funds have been
expended. Based on our previous report in 2004 where we examined the cash flow
predictions made at that time and comparing those to the current cash flow projections
the Proposition R program is reasonably on target. In 2004 the cash flow projections
predicted expenditure of Series A bonds by the third quarter of 2006 and the District
has met that target.

We compared three separate cash flow projections dated May 28, 2004, June 9, 2005
and March 24, 2006. We tracked those projects which were entirely funded with Prop R
funds, matched them to the Detail Project Cost Reports reviewed in another section of
this report and were able to validate that the costs and projected expenditures were
accurately reflected. Because we do not have data which also tracks the projects
funded with both Prop R and a State funded component we can not comment on how
the use of state funds affects the overall project budgets.

We reviewed the schedules prepared by the Construction Managers on separate dates
approximately one year apart for each project noted above. In most cases the schedule
prepared in 2006 deviated by less than 10 days from the original schedules prepared in
2005 with the exception of the Cuyamaca - Communication Arts Building which showed
a delay in completion of approximately three months from the projected schedule
prepared in 2005. Based on that finding we interviewed the Program Manager at
Gafcon and, while this project was showing a delay, we now understand that this
project is back on track and within the original schedule. From an overall perspective
these schedule comparisons indicate that the program continues to be on track.

We reviewed the Proposed Revised Prop R Funding Plan handout from the Annual
Governing Board Workshop. This document indicates funding shifts in Prop R funds
from the Board approved multi-year funding plan in 2004 through to 2006/07. Primarily,
interest on bond funds has been allocated to projects at each campus, priorities have
been shifted to fund projects as they were bid and future projects have been either
dropped or reduced in scope at each campus. Because of increasing construction costs
we believe this annual prioritization is a necessary element of a dynamic program and
the reality that all projects will not be funded has been recognized by the District.

Recommendation:

None
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SECTION 2:
PROGRAM/PROJECT MANAGEMENT AND PROCEDURES MANUAL

As part of the annual review we were asked to inspect the current Program/Project
Management and Procedures Manual and assess:

Whether it was comprehensive and up to date and if it was adequately
distributed and used by staff

if there was a process in place for regular and systematic review and updating of
the manual

As part of our research we reviewed the following documents:

Program/Project Management and Procedures Manual, Volume 3.0, dated
September 14, 2006

Program/Project Management and Procedures Manual, Volume 1.0, dated June
1, 2004 (in our possession from a previous engagement)

Comprehensiveness of Current Manual

As part of our review of the Program/Project Management and Procedures Manual
previously conducted in November 2004 we suggested that the manual was well
thought out and that the process was well documented. We also noted that as a “living
document” it would likely be subject to revisions and improvements as the program
developed. We also made suggestions that several areas be looked at for process
improvement. Those areas were:

Purchasing & Contracts

Safety

Change Order Procedure and Claims Management

Contractor Payments, Notice of Completion and Commissioning

During this current review we compared the original manual, Volume 1.0 to the revised
and updated manual, Volume 3.0 to note any revisions and improvements that have
been made during the past two years.

The following is our comparison of revisions made to each section of the manual on a
section by section basis. Comments have been added where necessary to illustrate
where improvements have been made and where our previous comments have been
incorporated.
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Manual Section 1:
The following revisions to this section have been made:

The manual recognizes that future projects funded by the November 2006, state
wide educational bond measure will fund an additional $30.5 million of matching
funds for the District.

Projects have been added to the list of projects anticipated for construction by the
District.

Manual Section 2:
The following revisions to this section have been made:

Full updated listings of consultants hired for each project have been added to the
matrix as well as construction managers hired to perform service on each
project.

More description has been added to the duties of the Project Manager (PM) as
well as the Construction Managers (CM).

We find this to be a necessary improvement as roles have now been further
defined.

During the past two years several team members have been changed and the
contact numbers and roles have been changed.

Manual Section 3:
The following revisions to this section have been made:

Major modifications to the Design Consultant selection process, Request for
Contract (RFC) and Request For Qualifications (RFQ) process have been made.
An additional step has been added as Step #3 Request for Proposal (RFP)
process.

The composition of the screening team has been revised as well as the Step #4
Selection Committee and Governing Board responsibilities which have been
broadened and defined.

A new selection process has been added for professional services and A/E service
under $2.0 million.

New steps have been added to the contract processing procedure to insure
accounting and encumbrances have been made.

A new section addressing IFAS- Expedition reconciliation has been added as well
as increasing limits allowed by law.
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The process of project cost report and accounting has been updated and revised
based on experience.

A paragraph addressing Project performance measures reporting on a monthly
basis has been added as well as a more illustrative project monthly reporting
system.

Additional information regarding the status of the EIR and CEQA requirements
has been added including the determinations and Findings of CEQA action
related to the projects.

Additional steps have been added to the Governing Board Review and Approval
Process as well as agenda item preparation and responsibilities process for the
parties involved.

We find each of these revisions to be consistent with an interactive process
wherein the Program/Project Management firm and the District staff
understand the process more fully and continue to document improvements

as they occur. The Governing Board role as the final approval authority has
been strengthened.

Manual Section 4:
The following revisions to this section have been made:

The content of the Project Task Force Design Team and relationships have
changed as well as duties assigned to members

Information referencing the incorporation of Public Art into projects has been
made

More detail has been added to the architectural sections concerning

requirements for the architectural drawing submittal during the working drawing
phase.

We find this section to be quite extensive and more illustrative of the
District’s need to have a complete submittal of documents at the working
drawing phase.
Roles of the Contract Manager, Architect, and Gafcon have been defined by the
addition of an Exhibit A illustrating roles under either a CM @ Risk or a CM/Agent
not at risk situation.

Manual Section 5:

The following revisions to this section have been made:
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Revisions to the Request for Contract (RFC) and Authorization to Award sections
have been made

Bid submittal requirements, County Office of Education Compliance and State
Authorization to Bid rules have been added based on bulletins received

A section related to the release of funds for the CCCCO and DOF has been
added.

A section regarding the Governing Board Ratification of Award has been added

We find these modifications to be a result of modifications to law and
process as required by other bodies and thus necessary modifications to the
process

Manual Section 6:
The following revisions have been made to this section:

Inspector of Record (IOR) responsibilities have been defined as well as PM
responsibilities

A substitution Submittal Process and sign-off process has been defined

A procedure for documenting progress photos for future maintenance has been
added

The change order process has been defined and limits have been set.

New sections addressing District initiated scope changes have been added
Change Order Signatory Requirements have been added

Change Order Processing steps have been added

Change Order financial coding requirements have been added

The District has separated the consultant application for payment from the
contractor application for payment and added a step to check the reimbursable
billings

The District has added a paragraph addressing requirement of the County Office
of Education and a requirement to track the number of days it take to process
payment requests

In a previous report we suggested the District address the Change Order
process specifically and define the responsibilities and authority levels of the
parties. It appears from our review that the District has made significant
improvements to the change order process. While we feel the level of
authority for change order approval should be a tiered level of authority and
restricted to a monetary limit rather than the full amount of the contingency
it is up to the District to assess whether that is necessary.
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Manual Section 7:
The following revisions have been made to this section:

Responsibilities of the PM during Beneficial Occupancy have been added
Revised language to the Punch List process has been made
A new section addressing Commissioning has been added.

This section is consistent with our previous recommendations

Language has been added addressing Final Inspection

Language has been added addressing Record documents, warranty and
guarantees and maintenance contract requirements

Requirement of the Governing board to approve the Notice of Completion have
been added.

We find that this section reinforces the communication between the project
team and the Governing Board and leaves the Governing Board in control of
final acceptance of the project and release of retention payments to the
Contractor

Manual Section 8:

This was a new section which previously had not been completed. The following has
been added to this section:

Organization Chart for all participants in the process

Pay Application Flow Chart

Change Order Flow Chart with limits

Change Order Flow Chart requiring governing Board Approval
Contract Flow Chart

Contract Flow Chart for Amendments

San Diego County Office of Education Bulletins revising procedures
District adopted Architect Fee Schedules for new and remodel Projects
Draft Agenda Items requirements for Governing Board Approval
Instructions for Retention of Retention held in Escrow Accounts
Other sample forms as required

As previously communicated in our prior report the manual is the primary tool to define
roles and responsibilities for all parties. An important part of the process is to continue
to expand the program/project manual. As a “living document” we are pleased that the
District and Program/Project Management team continue to make revisions as the
program develops. Based on our interviews with District and Gafcon staff it appears
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that there is a systematic process for review and updating of the manual and that it is
widely used by Program Management and District staff. Updates are distributed as they
occur or are revised and the manual is widely distributed to key District staff, Gafcon

Project Managers, Architects and Construction Managers. We found it to be broadly
used.

Recommendation:

None
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SECTION 3:
CONSTRUCTABILITY AND VALUE ENGINEERING REVIEWS:

As part of the annual review we were asked to address the existence of a systematic
process for constructability review and value engineering to maximize the quality of the
final product for the minimum cost possible and to investigate whether there was
evidence of both on all major projects.

As part of our research we reviewed the following documents:

Cuyamaca Science and Technology Mall — Value Engineering List, dated
September 12, 2003

Cuyamaca Science and Technology Mall — Cost Savings and V/E list , dated
October 30, 2003

Cuyamaca Science And Technology Mall — Consolidated Redicheck List, dated
May 25, 2004

Cuyamaca Science and Technology Mall — Cost Analysis and Value Engineering
Summary, dated July 23, 2004

Cuyamaca Science and Technology Mall —Gafcon Review of Plans, dated January
7, 2005

Cuyamaca Science and Technology Mall — Rudolph Sletten Constructability
Review, dated February 28, 2005

Additionally we reviewed an entire value engineering and constructability file for the
Grossmont- Digital Arts and Sculpture with the following documents:

Grossmont Digital Arts and Sculpture — Schematic Design Review comments and
Redicheck constructability list, date April 13, 2004

Grossmont Digital Arts and Sculpture — Design Development Review, estimates
and Value Engineering comments made from April, 2004 through August, 2004
Grossmont Digital Arts and Sculpture — 50% Construction Documents Review,
estimates and Value Engineering analysis, date January 25, 2005

Grossmont Digital Arts and Sculpture — 90% Construction Documents review,
DSA submittal, interdisciplinary comments, value engineering and consolidated
Redicheck constructability check list

Grossmont Digital Arts and Sculpture — 100% Pre-bid Construction Documents
review, Value Engineering and final comments as well as constructability review
by Sundt Construction, Inc., the Construction Manager

We were also concerned that efforts were made by hired Architects to incorporate value
engineering and constructability items into the final bid documents. Often times we find
that Architects, in an effort to meet bid deadlines, fail to address all of the plan
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corrections and hence the value of a constructability review is lost. We therefore
interviewed Gafcon personnel and one architect to test the success of these programs
and found that incorporation of all reviews were made prior to bid.

Findings:

Value Engineering Reviews:

Typically value engineering reviews are conducted at schematic, preliminary and
working drawing/pre-bid phases of a project. While we only reviewed two projects to
ascertain the extent to which value engineering sessions were done the above
documentation shows evidence that value engineering reviews were conducted in a
systematic manner at each phase of the project and that follow-up was done to insure
that items were incorporated in the project.

Value engineering should identify a list of items which meet the District program
standards, exceed those standards or are beyond program requested needs. Those
items which exceed the program requirements thus become candidates for deletion at
subsequent phases and directions to redesign or delete those items are given to the
Architect. We found analyses that were done by Gafcon to insure that items to be
deleted were evaluated appropriately.

Value engineering is an interactive process wherein any and all items are subject to
consideration for revision or elimination at subsequent phases. All consultants, including
the District and program manager are involved in the process. For instance, the session
held for Cuyamaca — Science and Technology Mall, September 12, 2003 and
subsequent revisions indicated over $2.0 million of value engineering suggestions were
divided into three separate categories. The follow-up session, on October 30, 2003,
further refined those suggestions and settled on approximately $1.5 million. We found
evidence of continual monitoring through comparative cost estimates at each phase
that shows the Program Manger pursued value engineering throughout the process.

Constructability Reviews:

Constructability reviews are most often conducted at the completion of working
drawings and prior to bid. These reviews ensure that the bid documents are fully
coordinated and clarified such that errors and omissions are minimized and bidders
have limited claims during construction. Change orders due to design conflicts and
discrepancies are costly and cause disputes, construction delays, and disrupt the
construction process. Quality assurance through the use of a RediCheck system is most
commonly used by Architects and, in this case, Gafcon as well. We found that both
projects reviewed used this system at each phase of the project and additionally the
program manager, Gafcon, conducted its own independent constructability review.
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Constructability reviews are also commonly conducted by a Construction Manager at
Risk (CM @ Risk) prior to bid. Some owners require that the Construction Manager at
Risk validate the completeness of the documents prior to bid and that there be no
errors and omissions, and if there are, that the CM @ Risk be responsible for any and
all errors and omissions. In the case of each project, we found evidence that the CM’s
conducted a 100% constructability review as part of their preconstruction services prior
to bid, however we found no contractual evidence that they would be held responsible
for errors and omissions.

Recommendation 3.1:

If, in the future, the District utilizes CM @ Risk we recommend that the District
consider language that obligates the CM to examine the bid documents and
accept the responsibility of any and all errors and omissions prior to signing a
Guaranteed Maximum Price (GMP) contract.

Recommendation 3.2:

For the projects we looked at we found an abundance of effort on the part of
Gafcon, the Architect and the Construction Manager given to Value Engineering,
Estimating and Constructability. We understand that extra effort was made due
to the extraordinary cost increases experienced in the construction market at the
time. We recommend that the District consider reducing this effort on future
projects. Defining the roles contractually and limiting the multiple reviews and
overlapping estimates may save the District unnecessary expenditures but should
not be done without addressing the risk of doing so.
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SECTION 4:

PROGRAM AND PROJECT MANAGEMENT COSTS AND REASONABLENESS OF
FEES

As part of the annual review we were asked to address the program and project
management costs and to assess whether they were reasonable. Were the cost
percentages congruent with industry standards? Are invoices sufficiently detailed? How
do the fees paid compare to other district bond measures?

As part of our review we examined the following documents:

Gafcon Program and Project Management expenses, actual and projected billings
for FY 2003/04, FY 2004/05 and FY 2005/06

Gafcon Schedule of Fees, dated 04/01/06 listing hourly rates for various
categories of employees

Gafcon Project Management Invoice for December 2005, July 2006 and August
2006

Gafcon Program Management Agreement with the District, dated February 18,
2003

Gafcon Project Management Services Agreement with the District, dated July 1,
2003

Contract Format — Program Management

The contract for Program Management services originally authored in February 2003
detailed the scope of services to be performed by Gafcon for the Proposition R
program and other funds to be provided by the District. The initial term of the contract
was for twelve months with four additional one year options to renew. The contract laid
out a schedule of activities and included hourly rates for Gafcon on-site staff.
Amendment #1 was made to the contract on February 9, 2004 to renew the agreement
for one year and extend it until June 30, 2005 to align the contract with the fiscal year.
Amendment #2 extended the agreement from July 1. 2005 to June 30, 2006. Hourly
rates were adjusted upward by approximately 9.6% over the period from 9/01/02
through 6/30/06.

Contract Format — Project Management

The contract for Project Management services originally authored by the District in July
2003 detailed a scope of services to be selected from a menu of services to be
performed by Gafcon under directions from the District by purchase order referencing
those services. The menu of services included general administration, preparation of a
project management plan, master scheduling, review of design documents, value
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engineering, constructability reviews, estimating, maintenance of contract documents,
processing of change orders and various other construction services. Additionally, the
District is tasking Gafcon with Move Planning, FF&E coordination and labor compliance,
all services beyond the scope of normal program and project management services.
Amendment #1 and Amendment #2 renewed the agreement until June 30, 2006.
Amendment #3 clarified the hiring of consultants and personnel under the Gafcon
agreement. Rates were adjusted similar to the project management agreement.

Finding:

We find each agreement to specifically describe the services to be performed by Gafcon
in the respective areas of Project Management and Program Management. We find the
rates and adjustments made to those rates on an annual basis to be reasonable and
fair. We believe that the extra tasks performed by Gafcon to be of great benefit and
cost savings to the District.

As a further check we compared Gafon’s hourly rates with hourly rates being charged at
another Community College District Bond Program by a Program/Project Management
firm where only one campus is involved. While the rates and job duties as described by
the other Program/Project Management consultant vary slightly from those as listed by
Gafcon we find the rates being charged by Gafcon to be comparable to those being
charged at the other campus.

Billinas

We reviewed Gafcon billings for December 2005, July 2006 and August 2006. The
billings are accompanied by detailed invoices listing program and project management
services for each project activity. Invoices codify each activity, detail previous invoices
and rectify invoices to the budget for the fiscal year. Invoice histories roll-up the total
program and project activities since inception and display any variances in the billings
for the total program/project management to date and fiscal year to date. Reimbursable
expenses are listed in accordance with the contract.

Finding:

We find the billings to be consistent with the contract agreement and detailed enough
that the district can follow the logic presented. We validated that staff hours are not
overcharged or duplicated and that they are reasonable.

Recommendation:

None

SECTION 5:
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DESIGN TEAM COSTS AND REASONABLNESS OF FEES

As part of the annual review we were asked to address the design team costs and to
assess whether they were reasonable. Were the design cost percentages congruent

with industry standards? And were design team members responsible for errors and
omissions?

As part of our review we examined the following documents:

Contract with Spencer Hoskins for Grossmont - Science Building, dated
November 29, 2001

Change order Summary by Reason Code for Grossmont- Science Building, dated
August 29, 2006

Contract with Mosher Drew Watson Ferguson Architects for Grossmont — Digital
Arts and Sculpture, dated February 23, 2004

Change Order Summary by Reason Code for Grossmont — Digital Arts and
Sculpture, dated August 29, 2006

Contract with Spencer Hoskins for Cuyamaca — Science and Technology Mall,
dated January 1, 2003

Change Order Summary by Reason Code for Cuyamaca — Science and
Technology Mall, dated August 30, 2006

Contract with NTD Architects for Cuyamaca — Communication Arts, dated March
1, 2004

Change Order Summary by Reason Code for Cuyamaca — Communication Arts,
date August 30, 2006

Contract with LPA, Inc for Cuyamaca — Student Center, dated March 1, 2004
Change Order Summary by Reason Code for Cuyamaca — Student Center, dated
August 30, 2006

Contract with Mosher Drew Watson Ferguson Architects for Grossmont — Building
400 Remodel, dated August 27, 2004

Fee schedules recently adopted by the District in April 2006 for remodeling and
new projects

Original Contract Format

The contract format for architectural/engineering services has evolved during the
course of the Prop R Bond Program. We examined the formats being used throughout
the past three years primarily to assess improvements that have been made to format
and make the following observations and comments:

The first contract authored by the District we reviewed was for preliminary plans
with Spencer Hoskins, dated November 29, 2001, for the Grossmont- Science
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Building. The format used was a two page service agreement with a lump sum
payment of $278,286, indemnification clause and liability insurance
requirements. Attached to that document was a scope of services authored by
the architect suggesting that their fee be $269,151 and that it be based on the
IPP and FPP documents approved by the Chancellor’'s Office which indicated
preliminary plan costs of $285,286 The architect suggested adjustments be made
for interior design in his proposal.

Following the completion of preliminary plans the District entered into a new
agreement with Spencer Hoskins, dated January 1, 2003 for further architectural
services in the amount of $529,796 to complete the project ($366,796 for
working drawings and $163,000 for construction administration). Exhibit A
attached the Scope of Services as defined and determined by the architect and a
request that the fee be determined based on the FULL amounts appropriated by
the State Chancellor’s Office, JCAF, dated November 19, 2002. Rate schedules
for extra services were attached to the contract as Exhibit B which indicate mark-
ups of direct hourly rates at 2.5 times and mark-ups on reimbursed cost of 1.15
times direct cost.

The second contract we reviewed was authored by the District on January 1,
2003 utilizing a similar format as above. This contract to Spencer Hoskins was for
architectural services for the Cuyamaca — Science and Technology Mall for
$680,073 ($471,073 for working drawings and $209,000 for construction
administration). This contract was for the full scope of services from preliminary
drawings through to completion of the project.

Finding:

Although the service contract format prevails for the preparation of preliminary plans in
the original contract with Spencer Hoskins, we found that there appeared to be some
discrepancy in the actual amount of the fee based on the attachments. The architect’s
scope suggested a fee of $269,151 wherein the District agreement was for $278,286.
We caution the District on the use of attachments prepared by others to describe the
scope of services and fee. The District should author the Scope of Services.

We found the original contract format used for professional services for preliminary
plans to be poorly defined. Architectural contracts are as complex as construction
contracts and need specific language to define scope, deliverables, schedules for
delivery, etc.

We also believe that utilization of the entire budget for architectural services as
approved in the IPP and FPP budget documents should have been reconsidered. In
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practice, by allowing the architectural firms access to these budget numbers, the owner
is compromising his control of the budget.

Upon review of these initial contracts, we believe the District should have considered
developing an architectural agreement which has the following elements further
defined:

Scope of Work developed by the District rather than the Architect
Definitions section, fully defining all parties to the contract and
responsibilities

Sections referencing the Program/Project Management and Procedures
Manual developed by the District which defines the role of the architect in
relation to the other consultants and any standards or design guidelines
that the architect must incorporate into the design of the project
Definition of what constitutes basic and extra services. Each phase
(schematics, preliminary drawings, construction working drawings, bidding
phase and construction administration) should be broken down into
deliverables and requirements

A record drawing phase and post construction phase should be added
Extra Services should be defined and allowed to be either a lump sum,
hourly rates, or hourly rate times a multiplier as defined by the contract.
Selecting one option would limit ambiguity for both parties.
Compensation at each phase should be defined as a percentage of the
total contract sum. We often see owner utilize a schedule with the
following ranges:

Schematic Phase 12-15% of the Total Fee
Preliminary Phase 15-20% of the Total Fee
Construction Document Phase 30-40% of the Total Fee
Bidding Phase 3-5% of the Total Fee
Construction Administration 20-25% of the Total Fee

Some Owners are also withholding a sum from the architect’'s compensation for the
delivery of as-built and record drawings. In one case, in the State of Utah, we have
seen sums withheld for one year after project completion to insure that architects do
warranty inspections and follow-up on latent defect issues.

Terms of Payment should be enumerated and phased rather than a
monthly payment

A Standard of Care clause should be considered to define Errors and
Omissions and how they will be calculated
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Upon review of these initial contracts, we believe the District should have considered
adopting a more stringent philosophy concerning control of the budgeted architectural
fees. In an increasingly volatile construction market any savings in fees can be used to
offset construction costs. Some owners direct architects to design to 90% or less of the
initial budget and therefore realize a commensurate reduction in fees based on that
budget. This also allows for adjustments in the fee schedule to be made as projects
reach various stages of completion. It also gives owners more control of the overall
construction budget and the ability to adjust the construction budget at the various
phases.

New Contract Format

We continued our research by reviewing Architectural agreements for the Grossmont-
Digital Arts and Sculpture facility between the district and Mosher Drew Watson
Ferguson, dated December 17, 2003. This contract was written in a totally different
format than the first two contracts reviewed. Progress payments are defined per our
recommendation above and hourly rates for extra services are defined with no
multiplier.

We also reviewed the contract for the Cuyamaca — Communication Arts Building
between the District and NTD Architects, dated March 1, 2004. The contract format is
identical to the Digital Arts contract reviewed. It appears that language has been added
to define key personnel and consultants, standard of care, timely performance
standards, performance schedule, compensation to the architect, phasing/funding
schedule, hourly rates for extra services and an architect’s scope of services. The
contract format defines the various phases of the work and contains more information
similar to our comments and recommendations as noted above.

Finding:

It appears that the district has made significant improvements to the contract format
more in line with our recommendations above.

Recommendation 5.1:

We recommend that the District continue to make improvements to contract
language as appropriate with periodic review by staff and legal counsel.

Lastly, we reviewed two other contracts, one for the Cuyamaca - Student Center and
the other for the Grossmont — Building 400 remodel. Both follow the format of the
contracts on the preceding paragraphs.

Recommendation 5.2:
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Over all, in addition to continuing to improve the contract format, we
recommend that the District adopt a single consistent format for architectural
service agreements. If funding cycles are of concern, various phases can be

authorized under a standard agreement format without making a commitment to
the entire agreement. Language authorizing the various phase of the agreement

can be developed. Any changes to the terms of the agreement to tailor the scope
of services to the specific project can also be made by amendment rather than
completely rewriting the agreement.

Architectural Fee Structure

We calculated the architectural fees paid to the various firms on the five projects noted
above. For the purpose of these following analyses, we did not include A/E IPP or initial
FPP phases of work. We find that the current based A/E fees are significantly lower
than market rates since the District does not allow adjustments to the fee based on the
current budgets which are greater than the FPP budgets. The following table indicates
the fees paid as a percentage of the total FPP construction budget and the current
budget reflected on the project cost reports:

Actual A/E Cost Report
Project Agreement | FPP Budget | Fee % Current Const. Fee %
GC - Science Building 808,082 10,189,000 7.93% 15,713,733 5.14%
CC - Science & Tech Mall 1,037,713 12,319,000 8.42% 17,475,778 5.94%
CC - Communication Arts 1,338,513 20,683,544 6.47% 35,436,666 3.78%
CC - Student Center 559,545 9,396,735 | 5.95% 14,691,290 3.81%
GC - Digital Arts/Sculpture 439,637 6,601,755 | 6.66% 13,574,343 3.24%

Finding:

As is apparent from the table, the fees for the first two projects originated under the
original contract agreement format (GC-Science and GC-Science and Tech Mall) are

higher than those negotiated under the new contract format.

The following table reflects the recently adopted A/E fee schedule for new construction

projects:
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Const. Budge| Accumulated |Percentage Fee| Total Fee
First 500,000 8.50%]| 42,500 42,500
Next 500,000 1,000,000 8.00%| 40,000 82,500
Next 1,000,000 2,000,000 7.50%] 75,000 157,500
Nexft 4,000,000 6,000,000 7.00%| 280,000 437,500
Next 4,000,000 10,000,000 6.50%)| 260,000 697,500
Next 5,000,000 15,000,000 6.00%)] 300,000 997,500
Next 15,000,000 30,000,000 5.50%| 825,000 1,822,500

We then applied the new fee schedule to the same budgets reflected in the above table
and compared them to the actual fees paid to the various architects. The following
table reflects the variances:

Amount
Actual A/E Fee Based Over/(Under)
Project Agreement | on Schedule| Fee Schedule | % Variance
CC - Science & Tech Mall 1,037,713 836,640 201,073 24.03%
CC - Communication Arts 1,338,513 1,310,095 28,418 2.17%
CC - Student Center 559,545 658,288 (98,743) -15.00%
GC - Digital Arts/Sculpture 439,637 676,092 (236,455) -34.97%
GC - Science Building 808,082 708,840 99,242 14.00%

As a recap, the following shows the percentages for A/E fees based on the actual
contract amounts to those based on the fee schedule. For an additional comparison,
we looked at the current GCCCD fee schedule to that of another public agency. The
following table illustrates the comparisons:

Actual A/JE | Fee Based |Other Public
Project Agreement | on Schedule Agency
CC - Science & Tech Mall 8.42% 6.79% 6.63%
CC - Communication Arts 6.47% 6.33% 5.98%
CC - Student Center 5.95% 7.01% 6.73%
GC - Digital Arts/Sculptur 6.66% 6.99% 6.42%
GC - Science Building 7.93% 6.96% 6.69%

Finding:

In general, we find the new fee schedule to be an improvement to the District as a
method to calculate architectural fees. Some owners also adjust the fee schedule based
on the building type and complexity of the project. For instance, a parking structure is
not as complicated as a science laboratory building hence the fee curve should be less.
We found the other public agency’s fee schedule to be slightly below that of GCCCD.
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Recommendation 5.3:
We believe that in the future, the District should further investigate a refinement
of the fee curve based on the building type and complexity of the project.
Significant savings may accrue to the District.

Extra Services

Normally extra services paid to the architect are those fees necessary to cover
additional work as authorized by the Owner over and above the basic services as
defined by the contract. Extra service amendments can also be utilized to pay for
specialty consultants such as interior design services, acoustical consultants, theater
consultants, financial feasibility services, programming, making measured drawing of
existing conditions, renderings and other services not defined as basic services. These
extra services can either be defined, when known, at the beginning of the project or
may occur during the course of the work for additional design services required to
address scope changes authorized by the Owner during construction. The extra services
may be amendments to the contract based on agreed upon hourly rates or as
negotiated in the initial agreement. Extra services are not normally paid for architects’
errors and omissions.

The following table illustrates the extra services paid to the architects on the five above
noted projects:

Original A/E Additional %
Project Agreement| Services| Increase
CC - Science & Tech Mall 1,037,713 24,930 2.40%
CC - Communication Arts 1,338,513 29,112 2.17%
CC - Student Center 559,545 73,842 13.20%
GC - Digital Arts/Sculptur 439,637 193,637 44.04%
GC - Science Building 808,082 62,528 7.74%

Finding:

We find that the CC Student Center and especially GC Digital Arts/Sculpture to have
significant increases through additional service approvals. The significant cause for the
sharp increase for Digital Arts was due to the addition of audio/visual and low voltage
technical services in the amount of $64,630 and $96,000 for additional scope increase
and cost escalation. However, when we consider the revised A/E cost of $633,274, it is
well within an acceptable rate of 4.67% based on the current budget. For the Student
Center, LPA, Inc. is prepared to contract with TV Magic for the design of the audio
visual component and equipment in the amount of $31,350. When we consider the
revised A/E cost of $633,387, again it is well within an acceptable rate of 4.31% based
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on the current budget. Extra services normally are incorporated for work outside the
scope of basis services and we find these to be in line with industry standards.

In our reconciliation efforts for the GC Science Building, we found that the Detail Project
Cost Report reflected a total of $62,528 for additional services to the Working Drawing
Phase and $3,651.79 added to Reimbursable Expenses. However, the Contract Log did
not reflect the $3,651.79 add to the C5654-R contract. This could have been
erroneously added to the C4653 base contract on the Contract Log. If that is the case,
then the Contract Log would reflect $70,719.48 ($74,371.27 less $3,651.79). Hence,
the Contract Log is $8,191.48 (70,719.48 - $62,528.00) greater than the additional
services reflected on the cost report. With limited understanding of the Expedition
software used to track project budgets, there is obviously reconciliation needed to
resolve these discrepancies.

Recommendation 5.4:

We recognize that the reports we reviewed had differing dates approximately
one month apart, that entries may have been made on one report and not on
another and that eventually they are reconciled with District records however,
Gafcon should research these reporting discrepancies and ensure they are
correct and accurate on a given date. Further, Gafcon should implement a
process to ensure that the Expedition reports are corrected with periodic
reconciliations of all contracts.
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SECTION 6:
CONSULTANT COSTS AND REASONABLNESS OF FEES

As part of the annual review we were asked to address consultant fees and assess
whether they were reasonable. We were asked to look at construction managers, soils
and testing contracts, and field inspection contracts and to determine if the fees or
services were appropriate.

As part of our research we examined the following documents:

Agreement for Material Testing and Inspection Services (Asbestos Abatement
monitoring) between the District and MTGL, Inc, dated November 21, 2005 for
services associated with the Grossmont College Building 400 in the amount of
$1,500.

Consultant Application for Payment associated with the above project for the
month of November 2005 in the amount of $975

Contract for Construction Management Services between the District and Sundt
Construction, Inc., dated August 11, 2005 for construction management services
Not at Risk for the Grossmont — Digital Arts and Sculpture Building, Included are
Amendments #1, #2 and #3

Two (2) Consultant Contract Management Applications for Payment, dated July
31, 2006, and August 31, 2006, for C. W. Driver and Sundt, Inc.

In addition we utilized the Detailed Cost Reports prepared by Gafcon, Inc. for the five
active projects in the District to assess whether the fees paid for environmental,
inspection, interior design, soils testing, surveying, and materials testing services were
in line with industry standards and to comment on any variance or anticipated problems
we found. The following tables summarize the budgeted amounts for those projects,
the actual commitments and the actual spent to date as a percentage of project
completion.

Inspection Services

Inspection services for public works projects are normally conducted by qualified
Inspectors of Record (IOR) approved by DSA. The construction inspector is the
Inspector of Record for the project and receives technical direction from the design
professional. The construction inspector ensures that all inspections and tests required
by the contract documents are completed and is required to certify that the project is
completed in accordance to the contract documents. The construction inspector should
have appropriate credentials: ICBO, OSHPD, DSA or equivalent certifications, or be a
California licensed or registered architect, engineer, or equivalent. Labor Code Section
1720 requires inspectors to be paid a minimum of prevailing rate wages. The usual
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range for inspection costs as a percentage of construction cost is between 1.0% -

2.0%.

As the following table indicates, the inspection costs range from a low of .68% to
1.59% of construction costs and are well within the range anticipated.

% of Constr % of
Project Budget Committed Budget Spent %Compl Compl
CC Student Ctr. 233,600.00 233,600.00 | 1.59% 59,920.00 25.65% 19.12%
GC Digital Arts 180,600.00 149,760.00 | 1.10%| 126,036.00 84.16% 58.39%
CC Science/Tech 187,200.00 182,000.00 | 1.03%| 132,150.00 72.61% 75.51%
CC Comm Arts 247,000.00 247,000.00 | 0.68%]| 155,417.88 62.92% 35.70%
GC Science 192,192.00 192,192.00 | 1.21%| 177,229.50 92.21% 90.68%

Finding:

Even though the percentages for inspection costs are reasonable, we caution against
allowing the I0R billings to vary greatly from the construction percentage of
completion. In the case of GC Digital Arts and CC Comm. Arts, either the IOR is
accelerating services or the commitment for services is understated. At this point, as
compared with percentages of construction completion, the projections for inspection
commitments should be reviewed.

GCCCD should also continue to confirm that the committed amounts for inspection
service are accurately reflected on the project cost reports and more closely represent
the total costs budgeted for Inspection Services.

Soils Testing

In general, we normally find that soils testing services will range from 1% to 4% of the
project construction cost. Variance in fee ranges are normally a result of local soils
conditions, the extent to which the Owner requires borings and other data and the
amount of on-site testing required during construction. Soils testing and on-site testing
are critical to the performance of the building area and are a preventative against
future latent defects.

As the following table shows, soils testing cost range form a low of 0.06% to .10% of
construction costs and are well within the range anticipated.
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% of Constr % of
Project Budget Committed | Budget Spent %Compl Compl
CC Student Ctr. 8,700.00 8,700.00 | 0.06% 8,700.00 | 100.00% 19.12%
GC Digital Arts 9,600.00 9,600.00 | 0.07% 9,600.00 | 100.00% 58.39%
CC Science/Tech 7,400.00 7,400.00 | 0.04% 7,400.00 | 100.00% 75.51%
CC Comm Arts 37,515.00 30,170.89 | 0.08% 26,070.89 86.41% 35.70%
GC Science 13,470.00 19,329.00 | 0.10% 8,289.68 53.48% 90.68%

Finding:

While there may have been other pre-construction activities where these charges
appear we believe these costs to be so low as to be in error. Either the District is doing
insufficient soils testing or has performed soils testing as a part of other contracts not
shown in the Detailed Cost Report. Gafcon should verify that these numbers are
accurately reflected in the cost report.

Surveying

In reviewing these costs, we found that the Contract Log for GC Science Building
reflected a total cost of $41,367.70. However, the Detail Project Cost Report shows
$40,210.20, $1,157.50 less. Even though insignificant, these reports should balance
with one another as these reports are used to base project financial decisions and an
essential tool for tracking project budgets.

Further, when reviewing CC Comm. Arts detail, we found that the Contract Log
reflected a total contract with change orders of $100,934.23 which is $11,783.77 less
than what is reflected on the Detail Project Cost Report as shown below.

% of Constr % of
Project Budget Committed Budget Spent %Compl Compl
CC Student Ctr. 36,780.00 36,780.00 | 0.25% 15,682.72 42.64% 19.12%
GC Digital Arts 36,540.00 46,540.00 | 0.34% 31,377.11 67.42% 58.39%
CC Science/Tech 46,000.00 29,720.00 | 0.00% 16,280.00 67.42% 75.51%
CC Comm Arts 96,568.00 89,150.23 | 0.25% 78,534.07 88.09% 35.70%
GC Science 40,563.00 40,210.20 | 0.25% 25,869.26 64.34% 90.68%

Finding:

GCCCD should confirm why the cost reports show less than the amounts reflected on
the Contract Logs and correct the appropriate reports. On a routine basis, at least
guarterly, these reports should be reconciled.
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Materials Testing

In general, we normally find that materials testing services will range from 0.75% -
1.50% of construction costs unless there are unusual circumstances which merit
additional testing. Often we find that testing firms underestimate the amount of time
and number of tests that might be necessary to complete their work. As material testing
is usually controlled by the Inspector of Record, it is difficult to ascertain if there is
excessive testing called for during the course of the work. Where we find the most
problems is when the Owner is excessively burdened by costs for half-day minimum
charges, payments for overtime caused by contractors working weekends or repetitive
testing caused by poor quality work. In most cases, these construction contracts allow
Owners to back charge for overtime work and recover costs. Following is a recap of
testing costs for the five projects:

% of Constr % of
Project Budget Committed | Budget Spent %Compl Compl
CC Student Ctr. 112,212.00 112,212.00 | 0.76% 52,673.70 46.94% 19.12%
GC Digital Arts 100,000.00 152,000.00 | 1.11%| 148,685.69 97.82% 58.39%
CC Science/Tech 110,396.00 110,396.00 | 0.63%| 102,583.20 92.92% 75.51%
CC Comm Arts 220,250.00 214,555.00 | 0.59%]| 238,047.69 | 110.95% 35.70%
GC Science 147,195.17 147,195.17 | 0.92%| 143,965.97 97.81% 90.68%

As the spread sheet shows materials testing costs range from a low of 0.59% to 1.11%
of construction costs. In one case, the materials testing contract has exceeded the
original budget. In another case spending has exceeded the committed amount.
Again, we find that in four cases the consultants are significantly exceeding the
progress of actual construction.

Additionally, as part of our review, we found that the Contract Log for CC Comm. Arts
reflected a total contract for testing in the amount of $252,591, $38,036 less than that
reflected on the Detail Project Cost Report as shown in the above table. This may
account for the appearance of spending exceeding commitment.

Finding:

While we were unable to conduct a detailed analysis of each material testing contract to
ascertain the reason for the variances we believe that the District should explore ways
to keep these charges within the ranges cited or allot sufficient sums in the budget to
cover any unusual circumstances. Monitoring of these costs on a monthly basis as a
percentage of job completion will assist the District in adjusting the budget accordingly.
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Recommendation 6.1:

We recommend that the District and Gafcon continue to monitor all consultant
costs and periodically validate budgets and projections of costs for all projects.
We recommend that Gafcon develop a process for reconciling all Expedition
reports and contract logs, at least quarterly.

Construction Management Fees

We inspected the terms of the not-at-risk contract for contract management services
with Sundt Construction, Inc. for services on the Grossmont — Digital Arts and Sculpture
Building. While we are most familiar with Construction Manager at Risk contracts which
pay the construction manager a Guaranteed Maximum Price (GMP) composed of trade
bids, general conditions, and a fee, we find the CM/Agent or CM Not-at-Risk contract to
be well documented. However, we note that the CM/Agent methodology passes all the
trade bids and contracts directly to the District and there is limited control by the CM
over the course of the work by the trade sub-contractors.

We normally find that the cost for Construction Management service to be in the range
of 7.5% to 15% and averaging 11.5%. Because this is a CM/Agent with limited risk, we
would expect it to be slightly less.

Based on the following spreadsheet the range for CM services is between 8.3% and
12.09%:

CC Student Ctr. 11.77%
GC Digital Arts 12.09%
CC Science/Tech 10.64%
CC Comm Arts 10.49%
GC Science 8.30%

We find the current fees to be within the range anticipated for this type of work and
reasonable. As noted in the Sundt contract, by a yet to be executed Amendment #3,
additional time will be required to complete the work and additional general conditions
and construction management time may be incurred.

Recommendation 6.2:

The District should explore the use of a CM at Risk methodology to eliminate the
risk and pass it directly to the CM. We noted in other sections of our report
obligations for errors and omissions which could be passed to the CM. Passing
the liability to the CM for the lesser of “the cost of the work” or “the guaranteed
maximum price” can help fix the price earlier in the process and manage the risk.
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SECTION 7:
LABOR COMPLIANCE PROGRAM

As part of the annual review we were asked to address the existence of a vigorous
Labor Compliance Program and to specifically address the following elements:

Address the expertise of the labor compliance staff

Address the adequacy of records kept for the program

Inspect evidence that enforcement is being conducted by the use of on-site
audits and follow-up with contractors and subcontractors

And to track the records to date on specific projects

As part of our research we reviewed the following documents:

GCCCD Pre-Con Handout Manual, prepared by Gafcon, Inc.

2004/05 FY Annual Report for Labor Compliance Program, June 30, 2005
2005/06 FY Annual Report for Labor Compliance Program, May 30, 2006
Prevailing Wage/Apprenticeship Compliance Monitoring Summary Report for
the Grossmont College — Life Safety Road dated August 23, 2006

In addition we interviewed Gafcon and District staff to assess their views on the success
and/or failures of the Labor Compliance Program and any conditions present which may
be problematic for the District.

Expertise of Labor Compliance Staff

Gafcon, Inc. was retained by the Grossmont — Cuyamaca Community College District to
implement and enforce their Department of Industrial Relations (DIR) third party labor
compliance program as required by Assembly Bill (AB)1506.

This assembly bill requires any awarding body that chooses to use funds derived from
either the Kindergarten-University Public Education Facilities Bond Act of 2002 or the
Bond Act of 2004 for a public works project utilizing those funds to initiate and enforce,
or contract with a third party to initiate and enforce, a labor compliance program as
described in subdivision (b) of Section 1771.5, with respect to any public works project.
This section applies to any public works project that commences on or after April 1,
2003. For the purposes of this subdivision, work performed during the design and
preconstruction phases of construction, including, but not limited to, inspection and
land surveying work, does not constitute the commencement of a public work.

Since the majority of public works projects being conducted by the District are partially
funded with both Proposition R funds and either 2002 or 2004 Bond Act funds they are
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subjected to a Labor Compliance Program in their entirety. No parsing of project funds
is allowed.

Under their labor compliance program, Gafcon provides the following services:

Assists the District in meeting the needs of the labor compliance program in an
on-going capacity

On-site interviews for payroll/trade verification

Pre-construction meetings with General Contractors and Subcontractors
Conducts comparisons of contractor/subcontractor certified payroll records and
forms submitted to Department of Industrial Relations or US Department of
Labor standards

Verification of payroll amounts paid to wage determinations provided by DIR or
US Department of Labor standards

Reviews apprenticeship documentation, payments and requirements

Reports any discrepancies to the General Contractor and, if necessary, files
complaints with the DIR including the furnishing of follow-up through to
resolution

Gafcon, Inc. staff consists of a Labor Compliance Officer who is supported by two
clerical positions. The majority of the work is done at the Gafcon, Inc. office in San
Diego with on-site interviews conducted at individual job sites by a bilingual interviewer.

Gafcon, Inc. staff has the experience and expertise with the evaluation of a wide range
of agency practice having administered numerous public works projects and compliance
programs. They are uniquely qualified to administer this program having active
involvement in providing compliance monitoring to a wide range of clients.

Findings:

Grossmont — Cuyamaca Community College District is fortunate to have labor
compliance monitoring expertise available to the District coupled with the program and
project management assistance provided by Gafcon, Inc. Should this expertise not have
been available from the program and project management firm the District would have
solicited these services from a separate firm or conducted the program in-house. Should
another firm have been retained we surmise that additional costs would have been
incurred, primarily due to the coordination and knowledge required for a complex set of
projects. Typically compliance programs cost 0.4% to 1% of construction costs (shown
below) and we believe Gafcon, Inc. brings the lower range of costs to the District.

The following table shows the range of fees as researched by the State Allocation Board
consistent with AB1506 Cost Guidelines:

| For the first $1 million or any part thereof, plus | $16,000 | < 1 million |
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For the next $1 million or any part thereof, plus 1.60% 2 million
For the next $1 million or any part thereof, plus 0.25% 3 million
For the next $1 million or any part thereof, plus 0.15% 4 million
For the next $2 million or any part thereof, plus 0.32% 6 million
For the next $2 million or any part thereof, plus 0.31% 8 million
For the next $5 million or any part thereof, plus 0.46% 13 million
For the next $5 million or any part thereof, plus 0.44% 18 million
For the next $30 million or any part thereof, plus 0.42% 48 million
For any remaining portion 0.40% | >48 million

However, we were unable to determine if Gafcon, Inc. consistently breaks out the costs
associated with labor compliance efforts and charges them to the projects accordingly.

Recommendation 7.1:

We would recommend that Gafcon, Inc. break out and track the cost for their
labor compliance efforts and make it part of the routine cost reports. We find
that reporting this work on a consistent basis would provide the District with a
breakdown of labor compliance versus project management during construction.
It would also assist Gafcon in validating their work effort in this area.

Adequacy of Records Kept for the Program

During our review, we inspected the annual reports required by DIR and the Districts
labor Compliance Program. Both the annual report for FY 2004/05 and FY 2005/06 were
reviewed. In accordance with Assembly Bill 1506 and the Labor Compliance Program
approved for the District in May 2003 an annual report must be submitted within 60

days after the close of the fiscal year.
Findings:

The FY 2004/05 report lists forty eight (48) contracts for two projects using Bond Act
funds from 2002 or 2004 and provides a summary of the individual project values. Total
contract sum reported were as follows:

Grossmont College Science Building $14,134,257.00
Cuyamaca College Science and Tech Mall $13,267,909.00

No forfeitures or penalties were withheld from contractors or subcontractors.
The FY 2005/06 report lists one hundred eight (108) contracts for six projects using

Bond Act funds from 2002 or 2004 and provides a summary of the individual project
values. Total contract sums reported were as follows:
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Cuyamaca College Science and Tech Mall $15,839,133.82
Grossmont College Life Safety Road $ 2,183,742.98
Cuyamaca College Communication Arts Building $32,044,501.95
Grossmont College Digital Arts & Sculptural Arts $12,042,699.00
Cuyamaca College Student Center $13,158,478.00
Cuyamaca College Parking Lot Phase IIA & 11 B $ 1,063,670.00

Current contract sums for the Grossmont Science and Tech Mall were adjusted to
current contract values presumably by adding the present value of change orders.

The failure by contractors to pay the correct prevailing wage rates resulted in a total
recovery of $2,212.89 between May 1, 2005, and April 30, 2006, as reported in the
“Annual Report for Labor Compliance Program”.

Evidence of On-Site Audits and Follow-up with Contractors and
Subcontractors

Interviews were conducted with on-site trade personnel at random dates during the
course of the work over twelve months. Interviews were conducted with a bilingual
interviewer from Gafcon, Inc. During the interviews, a minimum of two employees were
asked to answer questions relative to work performed, job title, date of hire, trade, skill
level, union affiliation, etc. These interviews were used to verify and reconcile certified
payroll data collected and daily reports.

Findings:

The labor compliance program follows the approved Labor Compliance Program manual
dated March 21, 2003, as prepared by the District. Gafcon, Inc., as the Labor
Compliance Officer (LCO), performs sufficient on-site interviews during the course of
the work to comply with the directives of DIR and AB1506.

Track the Records of a Specific Project

We reviewed, in detail, the Compliance Summary Report for the Grossmont College —
Life Safety Road project. This project report, dated August 23, 2006, details the labor
compliance monitoring process conducted from June 2005 through June 2006 on a
$2,183,742.98 project to improve the access road at Grossmont College.

At the initial project start, a meeting was held with the General Contractor, Midwest
General, on April 14, 2005, the labor compliance preconstruction handout manual was
discussed in detail as well as procedures for submitting certified payroll records,
prevailing wage requirements, and record keeping requirements.
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Gafcon, Inc. found that contractors who attended the pre-construction meeting had the
least amount of difficulty with forms, compared to those who did not attend or came in
late to the project. This latter group had significant problems finding information,
understanding the process, and adhering to labor compliance.

During the Grossmont Life Safety Road project, seven (7) on-site labor standards
interviews were conducted. As reported in the Life Safety Road “Summary Report” 10
apprenticeship violation letters were sent and a total of $2,284.04 in back wages owed
to employees were recovered by Gafcon, Inc. Additionally any infractions were not held
to be malicious and corrections requests were answered expeditiously. No monies were
withheld nor fines imposed on contractors or sub-contractors. All subcontractors were
brought into compliance during the review process and the process seemed to work
effectively to bring the project into substantial compliance at completion. Gafcon, Inc.
noted in their report that early education, dissemination of information and assistance
by Gafcon, Inc. staff seemed to help bring the contractor into compliance.

Findings:

The “Summary Report” indicates over the 12 month construction period, that 54
reviews of 18 subcontractor records, including the General Contractor. In total
approximately 200 payrolls were actively reviewed. We find this level of review and the
number of on-site interviews conducted indicated an active and aggressive labor
compliance program consistent with the law.

Recommendation 7.2:

As suggested above, Gafcon, Inc. found that compliance was more easily
achieved when contractors and their subcontractors attended the preconstruction
conference. We recommend that the District consider language in their contract
General Conditions requiring mandatory attendance for all contractors and
subcontractors at the pre-construction conference to discuss the specific
implications of labor compliance. This may ease the burden on Gafcon, Inc. staff
to train and educate subcontractors during the construction process and more
clearly define requirements for labor compliance requirements.
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Section 8:
CONSTRUCTION COST ESCALATION

As part of the annual review we were asked to assess the Program’s ability to deal with
the dramatic construction cost escalation during past two years. As part of our
research we reviewed specific program and project documents to track the cost
escalation through the various phase. We also reviewed CBOC messages to the
community about the cost escalation increases and other information provided by
Gafcon with regard to the contractor outreach program and cost escalation in general.

Finding:

Numerous newspaper and technical publication articles concerning construction cost
increases have been written during the past two years in an attempt to justify and
explain the reasons for the sudden cost escalation in the building construction market.
Overseas markets, lack of materials, oil prices and weather have been blamed for the
increases with each article suggesting escalation in the neighborhood of 15-22% for
general construction building types. The following table illustrates cost escalation
ranges according CCCl:

California Construction Cost Index (CCCI)

Month 2006 2005 2004 2003 2002 2001 2000 1999 1998 1997 1996
January 4620 4339 3978 3939 3859 3862 3746 3772 3685 3473 3486
4603
February 4362 4039 3939 3856 3867 3758 3764 3691 3482 3476
4597
March 4360 4034 4021 3863 3867 3846 3751 3695 3488 3475
. 4600
April 4393 4125 4002 3843 3906 3846 3752 3700 3572 3475
4599
May 4403 4125 4007 3942 3908 3846 3748 3714 3595 3474
4593
June 4421 4192 3988 3943 3885 3857 3744 3715 3598 3474
4609
July 4411 4194 3989 3944 3868 3855 3745 3718 3643 3478
4616
August 4399 4205 3988 3939 3869 3853 3739 3717 3656 3451
4619
September 4533 4309 3993 3939 3862 3858 3742 3732 3656 3471
October 4554 4310 3994 3940 3861 3861 3748 3786 3676 3457
November 4587 4325 3988 3941 3863 3861 3745 3780 3674 3453
December 4614 4339 3980 3941 3860 3862 3745 3772 3685 3473
Annual % 6.3% 9.1% 1.0% 2.1% -0.1% 3.1% | -0.7% 24% | 6.1% | -0.4%
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The California Construction Cost index is devel oped based upon Building Cost Index (BCI) cost indices
for San Francisco and Los Angeles produced by Engineering News Record (ENR) and reported in the
second issue each month for the previous month. Thistable is updated at the end of each month.

The ENR BCI reports cost trends for specific construction trade labor and materialsin the California
marketplace. This page last updated: 9/212006

According to CCI, the cost increase since the first quarter of 2002 to the first quarter of
2006, has escalated 19.7%, however it appears to have stabilized during the past nine
(9) months.

Recommendation:

None
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