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SUBJECT: Recreation Center Schematic Design

STATEMENT/PURPOSE

Review schematic designs and the opportunities and challenges for the implementation of the 2019 SPET for the
Recreation Center Renovation and Expansion Project and provide program and funding direction to allow staff and the
design team to initiate the next step in the design process (Design Development drawings and Conditional Use Permit
submittal).

BACKGROUND/ALTERNATIVES

In 2019 the voters of Teton county and Town of Jackson approved a SPET measure to renovate and expand the
Recreation Center. The ballot language is as follows:

522,000,000 for designing, planning, engineering, construction and equipping the renovation and expansion of the Teton
County/Jackson Recreation Center. The renovation and expansion includes an additional gymnasium, indoor
walking/jogging track, indoor climbing gym, wellness and fitness opportunities, outdoor aquatics splash pad, general
youth-to-senior recreation amenities, associated building infrastructure, King Street extension, storm water management
systems, and associated site parking, multimodal circulation and landscaping. Any unexpended funds, including any
unused contingency funds, shall be placed into a designated account, the principal and interest of which shall be used for
operations and maintenance of the Teton County/Jackson Recreation Center. This project is sponsored by Teton County.

When staff developed the language of the ballot and associated project cost the vision of the project included the
following components and their respective sizes:

- 6,825 sf Additional gymnasium

- Elevated indoor walking and jogging track

- 5,750 sf indoor climbing facility

- 8,600 sf outdoor zero depth aquatic splash pad

- 3,800 sf indoor health and fitness multi-purpose studios

- 3,800 sf indoor health and fitness exercise equipment studios

- 2 community health collaborative consultation rooms

- 1,000 sf drop-in daycare

- 900 sf lounge

- 750 sf birthday party/event room

- Associated interior circulation, restrooms, locker rooms, storage and mechanical

- King Street extension for emergency access

- Multi-modal pathway connection along King Street extension

- Cache Creek stormwater tube extension from Gill Ave. to Mercill Ave.

- Stormwater collection and treatment system

- Covered community recycling facility

- Associated parking modifications and improvements

- Associated landscaping and irrigation improvements



Staff and the consultant team of Perkins and Will Architects, Hoyt Architects, GE Johnson, Wember Associates,
Jorgensen Engineers, and Entre-Prise Climbing have been working over the past several months analyzing the current
facility and drafting schematic plans for the project. Staff has included in the staff report the current drawings reflecting
the team’s vision for the project.

The goal of the project is to finalize planning, design and permitting by early March 2022. GE Johnson will provide
formal sub-contractor pricing and a Guaranteed Maximum Price Contract in April 2022, with construction to begin in
May. The timing of the project is critical to maximize two summer construction seasons and complete the project by
Winter 2023/24.

COMPREHENSIVE PLAN ALIGNMENT

STAKEHOLDER ANALYSIS

In developing the schematic plan being presented, staff and the design team conducted multiple stakeholder meetings
with representative from the climbing community, fitness community, social services community, St. John’s Hospital and
the Jackson Hole Chamber of Commerce during the week of May 31, 2021. In addition, staff held a two-day public open
house on August 10 and 11, 2021 to receive public input along with an online survey and comment portal. General
feedback was positive towards the plans presented and the public provided feedback that the designs reflected the intent
of the 2019 SPET. There were three areas in which the public and/or stakeholders requested additional space or deviations
from the original 2019 SPET vision: expansion of health and fitness to include free-weight exercise space; expansion of the
lobby area to accommodate general youth and family non-programmed gathering; and expansion of climbing wall square
footage to accommodate more users at one time.

The greatest amount of feedback we received was from the climbing community and the Teton Climbing Coalition. The
concern from these stakeholders is that the original climbing area in the 2019 vision will not? meet the need of the
climbing community. It has been requested that the climbing gym be increased in size to 10,000-12,000 sf or floor area.
Staff and the design team has reviewed opportunities to grow the facility size, along with careful analysis from Entre-Prise
Climbing on the most efficient utilization of the climbing area. The plan being presented in the schematic design
significantly increases the climbing area by increasing building square footage and relocating lobby and restroom/locker
room spaces to one central location of the expansion. The current plan reflects 8,500 sq ft of climbing floor area, which
is twice the size of the original vision. Due to the constraints of the site and development of the other SPET approved
program components, additional climbing space is not available.

The health and fitness area has not been increased from the original program design, and the designed space
accommodates inclusion of a moderate scale of free-weight exercise equipment. The lobby area has received
considerable attention in design. The illustrated lobby is configured to accommodate drop-in gathering, especially for
youth afterschool and during the weekends. This is a use currently taking place without adequate accommodations. The
lobby area also consolidates staffing control services to one location, reducing the future staffing needs by 3 full-time
equivalent employees.

FISCAL IMPACT

The costs have been deeply vetted utilizing the Construction Manager at Risk method through a collaborative process
between ownership, designers and contractors. As illustrated in the table below the final projected cost is greater than
that projected in 2019. The factors driving this cost difference are uncharacteristic construction cost escalation since
2019, unique and challenging site soil conditions, and expansion of the climbing gym program space. To complete the
project as presented, additional funding will be required. The chart below illustrates the revenues and expenses
associated with the project, as well as potential program alteration and/or phasing options to be considered. Within the
projected budget the project is carrying $4,687,720 of contingency funding. This contingency is made up of four areas of
focus: projected construction escalation; estimating contingency; owner contingency; and construction contingency.
These are conservative estimated numbers recognizing the current volatility of the construction market and the level of
detail of schematic design. The contingency amount reflects worse case scenarios of total project cost. It is anticipated
that the contingency numbers will be refined and most likely reduced as the project progresses through design
development, final bid documents and finally guaranteed maximum price construction contracts.




What is Driving Budget Shortfall?

1 Construction Escalation since 2019 11.80% $2,530,000
(Utilizing AGC, RLB and Turner Index Report)
2 Climbing Gym Base Increase $1,050,000
3 Climbing Gym Mezzanine Increase $755,462
4 Site Condition Challenges (soils)
Helical Piers $490,000
Over Excavation Requirements $1,130,000
- - ! Market highlights
5 Projected Construction Escalation 4% $978,550
6 Estimating Contingency 5% $1,164,940
7 Owner Contingency 5% $1,272,115
Total $9,371,067
Recreation Center Project Budget
[Revenues] Approved Pending
2019 SPET 22,000,000
TOJ 2010 SPET (King Street Extension) 325,000
DEQ/Stormwater Grant - Pending 225,000
TC EMP Fund (Commissioning Agent) 62,800
[Expenses]
Public Art -150,000
Owner Climbing Equipment -25,000
Owner Fitness Equipment -300,000
Owner FFE -150,000
Materials Testing & Inspection -90,000
Owner Misc. Fees -50,000
Design Services Perkins and Will -1,358,726
Commissioning Agent|Cator Ruma -62,800
Climbing Consultant |[Entre prises -11,810
CMAR GE Johnson -734,554
Owner's Rep. Wember -383,000
Base Construction Cost per 2019 SPET Program -23,105,000
Expanded Climbing Gylm Mezzanine -755,462
Estimating Contingency (5%) -1,164,940
Escalation Aticipated (4%) -978,550
Construction Contingency (5%) -1,272,115
Owner Contingency (5%) -1,272,115
Additional Funding Required
Totals 22,325,000 287,800 -31,864,072 -9,251,272
[Potential Program Cut]
Expanded Climbing Gym Mezzanine 755,462
[Potential Future Phasing Deduction]
Expanded Climbing Mezzanine finishes 180,462
Splash Pad Aquatics | 530,000
Splash Pad Site/Landscape 56,500
Alternative Funding Required
-7,909,310




STAFF IMPACT

Direction from the Board of County Commissioners and Jackson Town Council will provide staff clarity on the
direction for the design/ownership team to move the project forward. Based upon this direction, staff will
facilitate the team through the design development phase of the project which includes planning and development
entitlements through the Town of Jackson. Final construction bid documents are anticipated to be complete in
early February with formal sub-contractor bidding to follow. Staff anticipates returning with a final guaranteed
maximum price contract for construction in April/May of 2022.

LEGAL REVIEW

ATTACHMENTS
- Schematic plans and elevation
- AGC 2021 Report on Construction Cost Escalation
- Cost Index Report, Denver Cost Escalation

SUGGESTED MOTION

Move to direct staff to proceed to design development on the recreation center renovation and expansion project with
designs as presented for:

Option A-

Original design plus all suggested changes incorporated. Will require $9,251,272 in additional, future funding to
complete the full program as presented

-or-

Option B-

Completion of the full program as presented less the permanent deletion of the climbing gym mezzanine. Will require
$8,495,810 in additional, future funding to complete.

-or-

Option C-

Completion of the full program as presented less phasing of finishes for mezzanine climbing area. Will require
$9,070,810 in additional, future funding to complete.

-or-

Option D-

Completion of the full program as presented less phasing of the aquatic splash pad and associated landscape and site
work. Will require $8,664,772 in additional, future funding to complete.

-or-

Option E-

Completion of the full program as presented less option B and D, permanent deletion of the climbing gym mezzanine
and phasing of the aquatic splash pad and associated landscape and sitework. Will require $7,909,310 in additional,
future funding to complete.

-or-

Option F-

Completion of the full program as presented less option C and D, phasing of finishes for mezzanine climbing area and the
aquatic splash pad and associated landscape and site work. Will require $8,484,310 in additional, future funding to
complete.

-or-

Option G-

Other
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INFLATION ALERT N

In late March, the Associated General Contractors of America (AGC)
posted the Construction Inflation Alert, a document to inform project
owners, government officials, and the public about the extreme cost

increases and supply-chain disruptions affecting construction. The current

version updates the Alert to reflect the continued volatility in materials
costs, as well as lengthening lead times for both production and
deliveries.

Although the overall economy has strengthened significantly in the past
few months and appears to be headed for further growth, the
construction industry has experienced a much more uneven recovery.
Lagging demand for numerous types of nonresidential construction is
keeping many contractors from passing on their added costs. This
combination of steeply rising costs and nearly stable bid prices threatens
to push some firms out of business and keep the industry’s unemployment
rate unacceptably high.

This report is intended to provide all parties with better understanding of
the current situation, the impact on construction firms and projects, its
likely course in the next several months, and possible steps to mitigate the
damage. The document will be revised to keep it timely as conditions
change. Please send comments and feedback, including price and supply-
chain information, to AGC of America’s chief economist, Ken Simonson,
ken.simonson@agc.org.

www.agc.org



Rising costs, flat project pricing

Figure 1 illustrates the threat. The red line (“Input costs’) shows the change from June 2020 to

June 2021 in the price of all materials and services used in construction, while the blue line

(“Bid prices”) measures the far smaller change in what contractors say they
would charge to erect a set of nonresidential buildings. This latter line,
essentially a measure of bid prices, rose only 3.4% over 12 months. In contrast,
the line measuring the cost of contractors’ purchases soared 26.3% over the
same interval.

In other words, if a contractor or subcontractor submitted a fixed-price bid in
Input costs for construction June 2020 based on materials costs at that time but did not buy the materials
soared 26.3% from June until a year later—a common occurrence—its cost for the materials would have
2020 to June 2021 risen an average of more than 26%. Given that materials often represent half or
more of the cost of a contract, such an increase could easily wipe out the profit
from a project and potentially put the contractor out of business.

FIGURE 1
Change to construction inputs and bid prices
% change
June 2020- June 2021 June 2020-
June 2021:

Inputs to
construction  26.3%

5%

// Bid prices 3.4%

0% —
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Source: Bureau of Labor Statistics, producer price indexes (PPIs) for new nonresidential building construction (bid prices) and inputs to construction,
not seasonally adjusted

In fact, Figure 1 understates the severity of the current situation for many contractors, in two respects.
First, the two lines are calculated from producer price indexes (PPIs) posted monthly by the Bureau of
Labor Statistics (BLS). The most recent PPIs are based on prices BLS collected around June 11.

Since then, additional price increases have taken effect or been announced by producers of numerous
materials. Notably, prices for many types of steel have continued to set new records. Prices have also
increased for numerous plastic resins and products. Various cement and concrete suppliers increased
prices on July 1 or announced increases effective in August or September.

Since BLS collected prices for the June PPlIs, retail diesel fuel prices increased a further 3%, or 9 cents
per gallon, as of August 2. Those increases affect contractors directly in the cost of fuel for their oft-
road equipment and trucking fleets. In addition, fuel surcharges are likely to go up on deliveries of
materials and equipment, and hauling away of dirt, debris and equipment from construction sites.

AGC
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Second, many projects or subcontractors’ packages are heavily weighted
toward materials that have risen much more in price than the overall PPI
for inputs. Figure 2 shows the change in PPIs from June 2020 to June
2021 for six widely used materials. The index for lumber and plywood
doubled, rising 101%. The PPI for steel mill products soared 88%; for
copper and brass mill shapes, 61%; and for aluminum mill shapes, 33%.
Thus, contractors whose purchases are weighted toward any of these
broad classes of materials are likely to have experienced even greater
total increases in costs than the overall PPI for inputs suggests.

Even material prices that have not jumped as much as the 26% increase
in the overall PPI for construction inputs have nevertheless risen far
more than contractors’ bid prices. For instance, the PPI for plastic
construction products rose 22% from June 2020 to June 2021 and the
index for gypsum products climbed 18%. An index for truck
transportation of freight increased 15% over 12 months.

FIGURE 2

120%
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Price changes for construction and selected materials
June 2020- June 2021

The price index for steel
mill products jumped 88%
from June 2020 to June
2021

% change
June 2020-
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Lumber and plywood

Steel mill products
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metal products, and plastic products, not seasonally adjusted
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Source: Bureau of Labor Statistics, producer price indexes (PPIs) for new nonresidential building construction (bid prices), gypsum products, wood,

Moreover, these price cuts may not show up at the local distributor level or the

101%

88%

61%

_— gl Plastic construction products 22%
5 / Gypsum 18%

3.4%

Two set of prices have declined since mid-June. Lumber prices, as measured at the
mill by the trade publication Random Lengths and in the futures market on the
Comex division of the CME commodities exchange, plunged from early May to
mid-July. Comex copper futures also dropped. However, both commodities have
recently been fluctuating in price, and prices are far above pre-pandemic levels.

The price index for construction site to the same degree, or with predictable timing. As noted, the rising
contractors' "bid prices" cost of trucking may negate some of the cost savings at the mill. And the price in any
rose only 3.4% from June one locality will depend on current demand, inventories and expected supply.

2020 to June 2021

course and rising to new heights for the next six months.
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Furthermore, there is no assurance that recent price decreases will last. Lumber prices
plummeted from then-record highs in September 2020 to November before reversing



Supply-chain issues

Extended and uncertain delivery times for construction items have been an even bigger problem for
many contractors than the extreme price increases. Currently, there are delays at every stage of the
supply chain.

A leading supplier of building siding material told customers that it would not accept new multifamily
contracts from July 1 until November 1. Contractors have reported being told they cannot get bar joists
for 11 to 12 months. Roofing contractors have been quoted production lead times for various roofing
materials ranging from four to six months, with uncertain availability of fasteners and other essential
items. Respondents to a survey conducted by AGC of California reported lead times of “16 weeks to
unknown” for items as diverse as lockers, glass, structural steel detailing, ductile iron fittings and other
pipe material, insulation, aluminum extrusion, signal poles, and airfield lighting.

Plant or transportation breakdowns that would normally have caused only tight supplies, inventory
drawdowns, or localized shortages have had much wider consequences this year. One widespread and
long-lasting example has been the impact on construction plastics from the freeze in Texas in February.
The freeze and losses of power and water damaged or completely shut down all of the plants that supply
the raw materials for all construction plastics. In addition, the freeze burst thousands of polyvinyl
chloride (PVC) water pipes, thereby adding to demand.

A very wide array of construction products is made from plastic, resins, or other affected ingredients.
These include PVC and fiberglass pipe and plumbing fixtures; vinyl siding and moisture barriers;
acrylic and other paints, coatings, and highway marking material; geotextiles; roofing and insulation
materials; adhesives and “glues” for the layers and particles of engineered wood products such as
plywood, oriented strand board, and I-joists; wraps and packaging; and more.

Other unplanned outages that affect construction have occurred at plants producing cement,
semiconductors, chlorine (used in making PVC and other plastics), and steel. Meanwhile, little new
capacity has been added as producers struggle to get back to previous levels of capacity utilization.

In addition to increased costs and lead times, contractors are experiencing delivery times that have
stretched or become completely unreliable. These problems have shown up at all points in the delivery
chain.

Producers in Asia and Europe reportedly cannot get enough containers or berths on containerships to
send their products to the United States. Ports are backed up, forcing ships to wait offshore for days
before unloading. Shortages of truck drivers and rail cars or train crews mean that containers sit on
quays for many days longer than usual. Those shortages are also keeping domestically produced goods
from leaving fabrication or storage locations on a timely basis.

As with unplanned factory shutdowns, interruptions in the global transportation network can take their
toll on deliveries. The six-day blockage of the Suez Canal exacerbated shortages and delays for
containers and ships from Asia and Europe. The unexpected shutdown of the Colonial Pipeline
disrupted supplies of diesel fuel as well as gasoline. Massive wildfires in western states and British
Columbia have interfered with logging, sawmills, and transport of logs and wood products.

In the face of such volatility and uncertainty, many producers are drastically shortening the duration for
which they will hold their prices. This is very problematic for contractors, who must typically guarantee
a price to an owner long before placing a firm order for materials. Some contractors report receiving
price-increase notices from steel producers the day after they took effect. Others have been told they
won’t be quoted a price for lumber until it is loaded on a truck for shipment to the contractor.

AGC
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Not a short-term problem

Some might assume contractors will simply raise their prices to cover the added costs. But current
conditions in the industry, as well as the record from previous episodes of escalating materials costs,
suggest that the mismatch between materials costs and contractors’ prices is likely to persist for an
extended period.

The pandemic has caused current production and delivery of many materials to fall short of demand.
Initially, a wide range of factories, mills, and fabrication facilities were shut down on their owners’
initiative or because government orders deemed them to not be “essential.” In some cases, contractors—
particularly homebuilders—canceled orders because they no longer saw demand for construction. Once
production facilities were allowed to re-open, many of them had trouble getting up to full capacity
because their own workers or those of their suppliers and freight haulers may have been ill, quarantined,
or required to care for family members at home.

Imported products and components also were subject to production and shipping shutdowns in the early
months of the pandemic. This particularly affected many products from China and northern Italy,
ranging from kitchen cabinets and appliances to tile flooring to elevators. In recent months, production
has increased but containers, ships, port space, and trucking capacity have all experienced bottlenecks
that have slowed deliveries.

Dramatic shifts in demand triggered, at least in part, by the
pandemic have added to price pressures and shortages of goods.
Single-family housing starts leaped 31% in the first six months
of 2021 from year-earlier levels, creating huge additional
demand for wood products and other items that are also used in
nonresidential construction. Restaurants that installed decks
and railings for outdoor dining, along with offices and other
buildings undergoing remodeling, added to demand for these
products.

Housing starts leaped 31% in

January-June 2021 from the
same months in 2020

Yet another cause of higher prices and tighter supply is trade policy actions imposed in 2018-2020.
Tariffs or quotas on steel and aluminum from many countries, along with tariffs on hundreds of parts
and materials from China, drove up the cost of many construction products and limited the number of
suppliers, which has led to longer delivery times. Failure to renew a longstanding softwood lumber
agreement with Canada has added to lumber costs.

Although the ostensible purpose of some of the trade actions was to protect and create jobs in the U.S.

manufacturing sector—steel in particular—very little capacity has been added so far. Many
manufacturers merely raised their prices in tandem with the imposition of tariffs.

AGC 2021 CONSTRUCTION INFLATION ALERT 5




PAST EPISODES

The construction industry has endured previous spells of rapid cost escalation. For instance, the
PPI for goods used in construction accelerated from a 3.6% year-over-year rate of increase in
January 2004 to 10.0% by October of that year and remained above a 5% annual rate for a total of
31 months, before subsiding to a 3.2% rate in October 2006.

Less than a year later, materials costs soared again, rising from a 1.6% annual growth rate in
August 2007 to 12.9% in September 2008. The financial crisis that autumn brought rates down
rapidly but, again, only for about a year. The inflation rate for materials spiked from 0.4% year-
over-year in December 2009 to 5.8% the following April and remained above or close to 4% until
early 2012. The most recent episode of large increases in materials costs was from November
2017 through November 2018, when the year-over-year price change ranged from 4.9% to 9.2%.

While each of these price spikes eventually subsided, they caused
enormous harm to contractors, who generally were not able to pass along
the increases for an extended period. Not only were firms that had already
signed contracts to deliver a project at a fixed price caught by the increases,
but competition kept contractors from raising their bids to match the
increases for a year or longer. A comparison of the year-over-year change
in the PPI for materials with the PPIs for five types of new nonresidential
buildings shows there are periods as long as 28 consecutive months with
such price disparities. That is, contractors’ bid prices rose less—or
decreased—relative to the cost of the goods they purchased. For the most
part, these months coincided with periods in which the value of
nonresidential construction was stagnating or shrinking.

Increases in material costs have
outpaced bid prices for as long as

28 months

Figure 3 illustrates the gap. The areas in red indicate periods in which the year-over-year change in
the PPI for inputs to construction exceeded the PPI for new nonresidential building construction
(specifically, warehouses). Similar periods exist for the other new-construction “bid price”
indexes: the PPIs for new school, office, industrial and healthcare buildings.

FIGURE 3

Cost squeeze on contractors can last two years or more
Difference between year-over-year change in materials costs vs. bid prices, Jan 2006-June 2021

24%

18% MW = period when

change in costs
exceeded
change in bid

12% price

6%
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-6% \/\W\J\//\/
-12%
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Source: Bureau of Labor Statistics, producer price indexes for goods inputs to nonresidential construction (material costs) and

new warehouse construction (bid prices)
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CURRENT DEMAND FOR CONSTRUCTION

The construction market currently is marked by a huge gap between residential and nonresidential
activity. Residential construction spending—comprising new single- and multifamily structures,
along with additions and renovations to owner-occupied housing—jumped 53% in the first six
months of 2021 compared to January-June 2020. Nonresidential construction spending slid 8%
during that span.

Employment data show a similar story. Both residential and
nonresidential construction employment plunged by 14-15% from
February to April 2020. But by June 2021, employment among residential
building and specialty trade contractors had rebounded to a higher level
than in February 2020, immediately before the pandemic struck. In
contrast, nonresidential building, specialty trade and heavy and civil
engineering contractors added back barely half of the employees they lost
between February and April 2020.

Nonresidential
construction spending
fell 8% in January-June

Both of these datasets—spending and employment—indicate that the
overall market for nonresidential construction remains weak, even though
certain project types and geographic areas are hot. Thus, many contractors 2021 from 2020
are forced to absorb cost increases in order to win the remaining projects
that are available to bid on in their specialty or area.

What can contractors and
owners do?

While contractors cannot unclog ports or rescind tariffs, they can provide project owners with timely
and credible third-party information about changes in relevant material costs and supply-chain snarls
that may impact the cost and completion time for a project that is underway or for which a bid has
already been submitted.

Owners can authorize appropriate adjustments to design, completion date, and payments to
accommodate or work around these impediments. Nobody welcomes a higher bill, but the alternative of
having a contractor go out of business because of impossible costs or timing is likely to be worse for
many owners.

For projects that have not been awarded or started, owners should start with realistic expectations about
current costs and the likelihood of increases. They should provide potential bidders with accurate and
complete design information to enable bidders to prepare bids that minimize the likelihood of
unpleasant surprises for either party.

Owners and bidders may want to consider price-adjustment clauses that would protect both parties
from unanticipated swings in materials prices. Such contract terms can enable the contractor to build in
a smaller contingency to its bid, while providing the owner an opportunity to share in any savings from
downward price movements (which are likely at some point, particularly for long-duration projects).
The ConsensusDocs set of contract documents (www.consensusdocs.org) is one source of industry-
standard model language for such terms. The ConsensusDocs website includes a price escalation
resource center (https://www.consensusdocs.org/price-escalation-clause/).

The parties may also want to discuss the best timing for ordering materials and components. Buying
items earlier than usual can provide protection against cost increases. But purchase before use entails
paying sooner for the items; potentially paying for storage, security against theft and damage; and the
possibility of design changes that make early purchase unwise.

AGC 2021 CONSTRUCTION INFLATION ALERT 7
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Conclusion

No single or simple
The copstmctlon industry is in .the midst of a per1.0d of S OIUﬁ on WI" res OIV e
exceptionally steep and fast-rising costs for a variety of
materials, compounded by major supply-chain disruptions and fhe S“'UCIHOH,
stagnant or falling demand for projects—a combination that
threatens the financial health of many contractors. No single
solution will resolve the situation, but there are steps that
government officials, owners, and contractors can take to
lessen the pain.

Federal trade policy officials can act immediately to end
tariffs and quotas on imported products and materials. With
many U.S. mills and factories already at capacity, bringing in
more imports at competitive prices will cool the overheated
price spiral and enable many users of products that are in
short supply to avoid layoffs and shutdowns.

Officials at all levels of government should review all regulations, policies, and enforcement
actions that may be unnecessarily driving up costs and slowing importation, domestic
production, transport, and delivery of raw materials, components, and finished goods.

Owners need to recognize that significant adjustments are probably appropriate regarding the
price or delivery date of projects that were awarded or commenced early in the pandemic or
before, when conditions at suppliers were far different. For new and planned projects, owners
should expect quite different pricing and may want to consider building in more flexibility
regarding design, timing, or cost-sharing.

Contractors need, more than ever, to closely monitor costs and delivery schedules for materials
and to communicate information with owners, both before submitting bids and throughout the
construction process.

Materials prices do eventually reverse course. Owners and contractors alike will benefit when
that happens. Until then, cooperation and communication can help reduce the damage.

AGC

2021 CONSTRUCTION INFLATION ALERT 8




DENVER COST INDEX =Nl

Q12021 Mortenson
CONSTRUCTION COST INDEX DENVER CONSTRUCTION EMPLOYMENT GROWTH
(January 2009 = 100) (an indicator of future wage and activity trends)
30%
155 — Denver 145 17%  16%
145 National 135 138 138 15% 2 6% 8% 8% 7%
135 145 by 2%
125 0% 8% 8%
115 \‘—°
105 -15%
95 30% = YoY Growth Source: Bureau of Labor Statistics
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2\22[)1
The Mortenson Cost Index is showing a single quarter increase of nearly 5% both Construction employment contracted in the Denver metropolitan area in response to
nationally and in Denver. Over the last twelve months, costs increased 6.7% the pandemic and has not yet recovered in the early months of 2021. The latest
nationally and 4.8% in Denver. figures released from the Bureau of Labor Statistics show an 8% drop in year-over-
year construction employment growth.
MATERIAL PRICING CHANGES ADVICE FOR BUILDING OWNERS
(Cumulative 2019 to Q1 2021)
The data collected for the Mortenson Cost Index is showing an increase of nearly 5%
50% Lumber +49% both nationally and in Denver for the first quarter of 2021. This is the largest single
Copper Pipe +45% quarter increase since its inception, driven by significant disruptions to the supply chain
35% and increases in commodity costs. This will potentially moderate throughout the year as
PVC Pipe +27% . . .
capacity returns to pre-pandemic levels. The current upward pressure is somewhat
0% Copper Wire +25% offset by a competitive market with subcontractors working to fill their capacity.
Plywood +24%
As markets rebound with increased private and government spending, the industry may
5% va see additional upward pressure on pricing. We continue to monitor this somewhat
£ unpredictable market and know that a resilient, agile approach to projects will be
10% Structural Steel +14% necessary in the months to come.
Reinforcing Materials +8%
25% For a more specific update or questions regarding this report, please contact:
Q1'19 Q2'19 Q3'19 Q419 Q1'20 Q2 '20 Q3 20 Q420 Q1 21 ‘ﬁ Dan Mickeiberry @ﬁ Brian Holland
."" 1':‘. ‘:!,f - Chief Estimator i, ‘(@-@rn Director of Business Development
Raw material shortages and manufacturing issues have contributed to sharp ?“\‘:ﬂ ' dan.mickelberry@mortenson.com [ <= & brian.holland@mortenson.com

y _OE0., Al M\ - 4 .020)..
increases in building materials over the past year. p. 720-259-4875 M 720-920-4463






	2021 1004_PR_RecreationCenterSchematicDesign_JIM Staff Report(revised)
	2021 0929_Jackson - Floor Plans
	AGC 2021 Inflation Report_Version7_0 (1)
	cost-index-report---denver---q1-2021
	JACKSON-Entry

