OHLONE COMMUNITY COLLEGE DISTRICT

MEMORANDUM
T Board of Trustees
FROM: Doug Treadway
DATE: November 8, 2006

SUBJECT  MEASURE A BOND PROJECT #1-OCNC
BUDGET INCREASE-CONTINGENCY

Currently, “hard” construction (site and building) of the Ohlone College Newark Center for
Health Sciences and Technology is approximately 30% complete. The 1* quarter FY 2006-
2007 budget report (see attached) for the project indicates that all existing Contingency
funds will be utilized once potential trade and consultant contract amendments are
executed. These contract amendments are primarily due to an extended project schedule and
field change orders. The Bond Manager will review the various line item budgets at the
meeting and explain where we have or will experience budget overages. Accordingly, the
Board of Trustees must approve a budget increase so there is an adequate project
Contingency.

Given current information, we estimate that approximately $3,000,000 will be required to
complete the project (this does not include Group II requirements). This value is calculated
by multiplying the remaining hard construction work to be done by an approximate 7%
Contingency factor. Note that future Owner driven program changes, if any, have not been
considered.

Staff continues to closely monitor Contingency usage. However, as a matter of fiscal
prudence, we should allocate an additional $3 million to Contingency now. The source for
these additional funds is Measure A Bond interest. The Board of Trustees previously
approved the use of $5 million of bond interest. With this budget augmentation, the
allocation of bond interest will total $8 million.

Staff monitors the Bond Guaranteed Investment Account on a monthly basis as draw downs
are executed to pay project invoices. Staff conservatively estimates that bond interest
earnings from both the County and the Guaranteed Investment Account will exceed $10
million. Even considering a modest arbitrage factor, staff believes that there will be
sufficient earnings to cover this allocation.

RECOMMENDATION:

The President/Superintendent recommends approval of a budget increase to the
“Contingency” line item in the OCNC budget in the amount of $3,000,000, bringing the total
project budget to $110,536,687. Funds are to be provided from Measure A Bond Interest.
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