COMMITTEE ON INFRASTRUCTURE
AUGUST 13, 2008

A meeting of the Committee on Infrastructure was held Wednesday, August 13, 2008, at 7:00 p.m. in
the Aldermanic Chamber.

Vice Chair Fred S. Teeboom presided.

Members of the Committee present: Alderman-at-Large David W. Deane
Alderman Michael A. Tamposi
Alderman Jeffrey T. Cox

Members not in Attendance: Alderman Marc W. Plamondon, Chairman

Also in Attendance: Steve Dookran, City Engineer
Richard Seymour, Division Director, DPW

Chairman Teeboom

The main thing on the agenda, possibly the only thing planned on the agenda is a presentation
by City Engineer Steve Dookran to talk about the cost analysis. | will also take public comment if
the public happens to be here. The discussion is strictly about cost analysis not about should we
have a Broad Street Parkway or should we not have a Broad Street Parkway.

Before | call City Engineer Dookran, let me say a couple of things. First of all, | need to publicly
apologize about what | said about Don Zizzi. The last time we met we had not seen him since
May. We knew he had been hired to be the temporary Economic Director, and we understood
from Alderman Deane that he was doing an economic analysis. We hadn’t seen him, and in
frustration, last time | said Don Zizzi doesn’t have a clue. Probably a little rough. | don't
remember apologizing then having said it, but yesterday Don Zizzi made a presentation public.
He did not present an analysis, but he has presented kind of an outline you would do in an
analysis with some of the ground rules and considerations you would do with an analysis. It
clearly indicated to me he does have a clue. He may not know how to do the analysis himself.
He didn’t really get into that. He did say he doesn’t want to do the analysis and didn’t
recommend he do the analysis. So much for the apology to Mr. Zizzi. That is sincere. If he
listens, he may be listening tonight — my apology is sincere.
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COMMUNICATIONS

From: Stephen Dookran, P.E., City Engineer
Re: Broad Street Parkway (BSP)
Cost Reduction Study July 2008
Further Refinement of Cost Estimate

MOTION BY ALDERMAN DEANE TO ACCEPT AND PLACE ON FILE
MOTION CARRIED

UNFINISHED BUSINESS

Broad Street Parkway

Chairman Teeboom

Before | turn it over to Mr. Dookran, let me say the following; what Mr. Dookran has done is what
| consider to be a construction engineer and economics study. What we typically see in this
chamber is what | consider the accounting where we look at figures and move figures from one
place to another place, we package figures into line items, and in fact the budget is just a huge
number of line items. This is different. There are no absolutes in this kind of analysis. This is an
engineering analysis based upon judgment, research, and standards and whatever is available in
the marketplace. lItis a standard and classical engineering analysis, and because it is dealing
with costs it is an engineering economic analysis.

Anyone who is taking engineering courses knows you take engineering courses in how to do
estimating with judgments because there are no precise values. That said. Mr. Dookran the floor
is all yours.

Steve Dookran

Do you want me to present what | did in the last couple of weeks since | last appeared?

Chairman Teeboom

Mr. Dookran here is how | look at it; people are watching on television, we are not going to have
a referendum so this is it; this is the place to explain how we came up with the figure of $37.6
million in the budget resolution. We need to understand how you came up with this. There has
been an awful lot of confusion about who owes what to whom - $14 million, missing $7 million, all
kinds of discussion back and forth. This is it. We are going to start from soup to nuts, and when
we are done, | am taking questions from the Aldermen and audience, and there should be no
question — maybe there is agreement once you are done. There should be no question of how
you came to the number that you have put public.

Alderman Deane

Before we get started, are we discussing this communication that was just given to us?
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Chairman Teeboom

That is what we are discussing.

Alderman Deane

The way it was sounding it was like we were going back to 1997. | have an interest in what this
document that was just produced by Mr. Dookran — | guess that is what he is going to review with
us. Thank you.

Steve Dookran

Just to quickly review what we did the last time we met here on July 23" what | did per your
request Mr. Chair, was to review the backup material provided by VHB and the NRPC, which |
have with me — it is this document here that is 60 pages thick, and | had done a review and |
mentioned | was pretty satisfied with the approach VHB took in coming up with their current
estimate. It pretty much reflected what they had done back for the November 2007 report.

Chairman Teeboom

That report is a public report? That report is the property of Nashua and came with the study?

Steve Dookran

That is correct.

Chairman Teeboom

If any member of the public or anyone else including any Alderman wishes a copy of this — you
only have one copy | understand — they can make a request and we can accommodate that, but
you didn’t bring extra copies.

Steve Dookran

Right.

Chairman Teeboom

By the way, | do have extra copies of the study and | have extra copies of the memorandum we
just read into the record. If anybody wishes copies let us know, and we will arrange to hand them
out.

Steve Dookran

Just to clarify quickly what that cost backup document is, it is not a report, it is a collection of all
of VHBs hand written calculations and formulas and so on. It has just been packaged so that |
can review it from an engineering point of view. Again, it is available. If you want it we can make

a copy for anyone.
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What | also did the last time we were here, | presented some changes in the cost for the right-of-
way. | considered first what can be rolled back into the project if certain parcels were disposed
of, unused parcels, parcels that were acquired for the Broad Street Parkway. | also added a
consideration for other parcels to be taken beyond what the NH DOT and VHB were considering.
There were some slight changes to what VHB’s numbers were at that point in time.

The third thing that | did, | added another year of inflation. | thought that VHB’s construction year
estimate of 2011 was not quite applicable to what we were doing, we should add another year.
The year being 2012 being the mid-point of the construction based on the very schedule
produced by the NRPC.

Finally, | made some adjustments to what VHB noted as available federal funds. After consulting
with the NH DOT, | got updated numbers so | adjusted the estimates. At the conclusion of that
memo, the numbers were — if you have it in front of you, you will see what | am talking about -
$41.7 million using the 7% inflation rate for Option 1 and $33.7 million with the 7% for Option 2.

Again, at your request and the committee members’ request, | was asked to look further to see if
there were any more refinements we could make to inflation numbers because there happened
to be a lot of discussion about what a good inflation number was. The 7% used by VHB was
being questioned in light of the fact that what we have seen in recent years in construction
materials, especially steel and asphalt, coming in much higher.

As | outlined in my memo, this is the procedure | took; | went and did some research on what
other people are using for projecting inflation on construction, and some of the findings that |
listed are these; from the Bureau of Labor Statistics, construction materials increased by an
average of 8% annually from 2003 to present, and the highest increase during that period
occurred in 2005, and that was 12.5%. At the same time, the BLS measured a 5.3% in labor and
overhead costs.

Chairman Teeboom

Mr. Dookran if | can interrupt you a second, could you explain in slightly more detail — most have
no clue what BLS means or BCl means. The standards you are talking about, could you explain
a little bit more about the standards you used?

Steve Dookran

This first citing of this measurement from the Bureau of Labor Statistics, the Bureau of Labor
Statistics that is a federal agency that tracks spending in various types of industries. The
American Road and Transportation Builders, which is a national agency for highway building and
so on, they looked up the bureau’s records and this is what it came up with. They have
measured for highway construction 12.5% in the year 2005, but over the five year period they
measured an average of 8% with 5.3% being in labor. That is the first item that | thought was
quite relevant to looking at inflation costs.
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| also went to the ENR, the Engineering News-Record, which is a national trade publication for
general construction; building and highways and so on. The most recent publication being July
2008, indicated that for the Boston area, the building cost index, also known as the BCI,
averaged 6% since 2003 until now, 6% per year, and again in 2005 they measured the largest in
this area of 10.3%. | will talk a little bit more about the BCI later on.

Then | also looked at other states. One that | really pointed out here was in Florida the DOT in Florida
they were projecting now in their capital improvements program, they were advising their project
managers to use a 5% increase overall for project inflation for FY09 and then they decrease by 2%
so 4.5% and then 4% and so on. They ended up in the next 4 years for a 5 year project.

Finally, | verified that the Association of General Contractors, and we do have a New Hampshire
chapter that is the AGC, they predict construction wages will increase at a 5% rate per year.

| looked at all of these, and there were others too that | looked at, to try and see what the trends were
and what we can use as a reasonable number. Obviously looking at what VHB used. VHB had used
at the end of 2007 what the AGC of New Hampshire had recommended at 7%. The common thing is
here that the average construction cost peaked in 2005, and this year, 2008, we have actually seen
an average of 4% right here in Nashua on some of the jobs we are getting — that is what we are
seeing. Now certain items within the contract are obviously very high like asphalt, but overall the
average is 4-5%. It is because maybe of lessening of profits that they are looking for, a lowering of
the labor costs, and so on.

To talk about the BCI a little bit, the BCI, Building Cost Index, is a measurement that has been used
for many years — | think since the 1920s this index was put together. They take the materials part of
the index and track that. For the BCI itself | think materials is 35%, the rest of it being labor. They
track what is happened to materials over the years and they track what has happened to labor in
those same years, and then come up with an overall index. At a 35/65 split, | thought | can project
what the next BCI would be for instance. Now | don’t want to use the term BCI, but let’s say a similar
index.

| applied a 12.5% on the construction part of the Broad Street Parkway, the construction materials.
Assuming it is heavy into high priced materials like steel and asphalt and concrete. | chose the 12.5%
because that is the number | picked from the Bureau of Labor Statistics and that occurred again in
2005 looking at a worst case scenario. Then | applied the 5.3% to labor, that labor being 65% of that
BClI pie.

Chairman Teeboom

How did you come up with the division of materials being 35% and 65% labor being the split for the
Broad Street Parkway construction?

Steve Dookran

Again, | am using the BCI, which is a national index, a building cost index, and that is how they
measure this index from year to year, a 65/35 split; 65% in labor. If | want to use their numbers in the
Boston area, | should use the same split. Now that does actually correspond quite well to most
highway projects. | did speak with a structural engineer recently —on a bridge project for instance
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what would you say is the materials cost — he said yeah 35-40% in materials and the rest in labor. |
thought well we are in the ballpark here. BCl is a good formula to follow, good composition index.

Again, having the 12.5% and the 5.3% to materials and labor respectively, you will average out to
almost 8% as a weighted average so | felt comfortable that is a good number to use to project just the
construction cost within the VHB components as opposed to the 7% VHB was using.

Chairman Teeboom

| understand the way you came up with the weighted average was you took the materials at 35% and
multiplied that times 12.5%, which is the inflation rate, then you took the labor rate, which is 65% and
multiplied that into the 5.3% inflation rate for labor, and then when you add these two numbers
together you come up wit h 8%7

Steve Dookran

Yes.

Chairman Teeboom

And that is how you came up with the weighted average?

Steve Dookran

Yes. That is pretty much the approach for doing any weighted averages.

Alderman Tamposi

Engineering Dookran do you happen to have any numbers before 2003 or was that all that was
provided?

Steve Dookran

Actually we do have numbers going way back. In the ‘90s and just prior to 2003, the rise was
relatively low, pretty much in line with the CP1.

Alderman Tamposi

This is something that | am a little familiar with, but during those years 2003 to now, that was the
boom of the building period? Housing was booming, Katrina, that is why we see 2005, the huge spike
there because of the disasters that we had, but | am not trying to say that things are going to level out
again down at 3%, but it is just something to keep in mind that during those years there were a lot of
things going on.

Chairman Teeboom

As | understand it, City Engineer Dookran has taken a worst case approach.



Committee on Infrastructure — 8/13/08 Page 7

Alderman Tamposi

Right and | think that is great.

Chairman Teeboom

| want people to understand that. That is a very crucial point in this analysis. If there is a question on
that we will come back to it, but that is a crucial point. The 12.5% is peek and | believe your 5.3% is
peek.

Steve Doqkran

This is what we arrived at, 8% on average. | used that over the next 5 years to bring us to 2012, and
applied that only to what VHB used as the construction number, which I think was substantiated well
by this book that | brought with me. While we were at that, we decided to take a look at the other
components of VHB'’s costs. The other components are simply these; construction management and
administration, final design, utility relocation, right-of-way, hazardous materials remediation and
environment mitigation. | thought we would look at each one of those components separately to see if
VHB's application of 7% is suitable for the remaining years.

Chairman Teeboom

Engineer Dookran, those components under that construction, did these components come out of the
study? You didn’t make these up did you? These came out of the VHB study?

Steve Dookran

Right. These came directly out of the VHB study. If you have a copy of the cost reduction study |
think it is one of the larger sheets.

Chairman Teeboom

Table 1.

Steve Dookran

As we moved along here, the first item just to look at how we arrived at the new numbers, the first
item being construction estimate FY07, Option 1 by VHB is $27,050,000 and Option 2 being
$23,400,000. | used those very numbers and applied my 8% and that will result in the numbers | have
on my table.

ltem #2, which is construction management, engineering and testing, that number is typically 12% of
the construction cost. That is pretty common in the industry. That is what VHB did and we agreed to
carry that forward, but only for the 2007 number. We didn't think it was right to take this at a 7% all
the way into 2012. Because we have highlighted that labor around 5% predicted by the AGC, we
think that this number should be inflated at only 5%.











































































