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n page 49 of this edition, in the Trend to Watch

column, you'll find an interesting article that

highlights the research of Ken Zapinski, director

of research and public policy for Pittsburgh Works
Together. Ken dug into the population data for Pittsburgh to
uncover some interesting and mostly unpublicized trends.
The gist of it is we are attracting more new people to the
region than you think, just not enough to offset the number
who are dying.

At the conclusion of the article, almost in passing, Ken
recommends a book to our civic leaders, Shrinking Cities in
a Shrinking World: Learning to Thrive Without Growth, by
Alan Mallach. It was the second reference to thriving without
growth that had been brought to my attention recently. John
Ryan, principal at Design Group and 2023 AIA Pittsburgh
president, had asked me about that when | spoke to the AIA
Pittsburgh board in early December.

In all candor, | had not given much thought to the merits of
the growth mindset versus the thriving mindset prior to this
month. The two seemed to be two sides of the same coin. As
you might imagine from the book’s title, however, Mr. Mallach
is of the opinion that cities can thrive without growth. Ken
recommends that Pittsburgh’s leaders consider that mindset
in light of our demographic challenges.

| am not quite ready to give up the pursuit of new residents
to Western PA. Having been raised elsewhere and having
lived and worked in Charlotte, Atlanta, and Dallas during
the 1980s, | see Pittsburgh as a place everyone should want
to live. And the evidence of my eyes correlates with Ken’s
research. The face of Pittsburgh is much younger than it was
20 years ago. We still have a lot of old people in this region,
but if we keep trading a young new resident for every retiree
who moves south or dies, Pittsburgh will be much younger
in 20 years. It will not have grown, however, and there is a
downside to that, especially when it comes to economic
development and business attraction.

The question to explore is, how bad would that really be?

The Chamber of Commerce answer is that it would be bad.
It is a logical answer. If there are more people, businesses
can add workers. More people with jobs means more
shoppers for stores, more diners for restaurants, more tax
revenues for reinvestment in roads, schools, parks, and
other public benefits. It feels good to have more people
wanting to move to your town. They are validating your
decision to live there. When people leave to find work
elsewhere, the reverse is true.

| don't think | am going to change my opinion that population
attraction is Pittsburgh’s number one priority; however,
Mallach’s thesis does not appear to be that we should strive

NOTE

to decline, but rather that we can thrive in an environment
where growth isn't occurring. | took that away from Ken'’s
article too, especially considering his finding that Pittsburgh
is getting younger, even if the number of people living here
is not growing.

When John Ryan asked me about this, | assumed he was
asking my opinion about the wisdom of adapting policy to a
non-growth mindset. | demurred since | had given it little or
no thought. | did suggest that such a change in mindset would
change how public funding incentives would be awarded.

Such a change in focus does not need to mean doom and
gloom for construction and development. For example,
if resources were not being used to chase growth would
there be more available to help office building landlords
deal with post-pandemic work life? There might be more
resources available to be even more proactive about
revitalizing Downtown. There would be opportunities to
create incentives for residential developers to create more
lots for new construction in places that weren't Downtown,
or to renovate dilapidated homes in older neighborhoods.

On the other hand, you could make the argument that
Pittsburgh and its construction and real estate industries have
been thriving without growth for a while now. Our population
may have been stagnant or declining since 2000, but we have
still managed to add more than 75,000 new single-family
homes in that time. Commercial/nonresidential construction
has settled in at the $4 billion dollar per year level, which
has supported full employment for construction workers for
nearly a decade. New developers, contractors, architects,
and engineers have come to town and made a place for
themselves without forcing competitors out of business.

Maybe Pittsburgh’s version of thriving is not as breathtaking
as Nashville's or Austin’s, but it is not a zero-sum economy
either. Given the generational upheaval that took place in
the 1980s, Pittsburgh is doing well. It took patience and
perseverance. Those same qualities will eventually get us
through this demographic valley. | would still rather see a
new factory come to town or Gecko Robotics, or its ilk, hire
500 new engineers. In between those announcements, let's
keep thriving.
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REGIONAL MARKET UPDATE
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ittsburgh’s economy showed resilience throughout
2023, adding employment above the long-term
trend despite a declining workforce; however, the
combination of higher borrowing and construction
costs chilled private development, keeping the volume of
construction below the level that was anticipated.

Since the early recovery from the Great Recession in 2011,
the economy in Western PA has been more resistant to the
macroeconomic headwinds than most otherregions. Although
it lacks some of the principal advantages of southern and
western U.S. cities, Pittsburgh has been a steadier region for
employment because of the diversification of the industries
that drive the local economy. Those industry sectors remain
solid, with stronger prospects for the future.

The most recent edition of the Southwestern Pennsylvania
Quarterly Vitals Report (Q3 July - September 2023),
produced by the Pennsylvania Economy League of Greater
Pittsburgh, summarizes the region’s employment picture.
Compared to the overall U.S. economy, Pittsburgh has seen
unemployment decline at a faster rate, while job creation
has been muted by the decline in labor force. Employers
added 17,000 jobs in Pittsburgh, year-over-year, through
September 30. That was a 1.5 percent increase during a
period when the workforce declined by 1.0 percent. In
contrast, the U.S. payroll employment grew by 2.0 percent
from September 2022 to September 2023, which matched
the labor force expansion.

There were roughly 1.6 job openings for each unemployed
person in metropolitan Pittsburgh, approximately the same
ratio as the overall U.S. workforce. The number of open job
listings in Pittsburgh fell by 18 percent from September 2022
to September 2023, again matching the decline nationwide.

Unemployment in metropolitan Pittsburgh fell below the U.S.
and statewide rates during the third quarter. At 3.5 percent,
the local unemployment rate is lower than at any period
since metro level tracking began in January 1976. With
workforce participation expected to remain stagnant or fall

‘Workfarce Indicators-September 2023

United States  Benchmark Cities

Pittsburgh M3A
Value YO¥ Change YOV Change
Labar Force 1,173,381 -LiF% 2.0%
PFayroll Employmant 1,176, 200 1.5% 240
Unemployment Rate 3.0% <0.9% 0.3%
lob Postings (July 23-5ept 23) 81,685 -18.0% 19.7%

slightly, unemployment in Pittsburgh will stay low in 2024.
Moreover, several of Pittsburgh’s more dynamic employment
centers have already experienced cutbacks ahead of 2024.
Low unemployment is a bulwark against recession, even if
consumer and business investment slow in response to
uncertainty. Low unemployment also boosts household
formations, a key driver of demand for housing.

Demand for housing will not abate in 2024 without a jarring
economic event. Based upon the household formation trends
since 2000, approximately 19,000 new households were formed
in Western PA during 2023. Fewer than 1,000 new apartment
units were built, and the number of new single-family units built
fell by two percent to approximately 2,800 units. According
to realtor.com, there were 4,358 existing single-family homes
for sale at the end of October 2023, a decline of nearly 6,000
compared to the same month in 2016. Neither the current
inventory of homes for sale nor rent is sufficient to meet the
demand from new household formations.

The supply/demand imbalance should support the new
development of most of the 8,000-plus multi-family units that
have been entitled or approved in metropolitan Pittsburgh
for the next few years. If interest rates retrace in 2024-2025,
which will bring value calculations back towards agreement
and make financing feasible again, the market would welcome
construction of 2,500 new units annually through 2025.

The backlog of all types of projects in the pipeline has
increased throughout 2023, even as an unexpected share
of the 2023 pipeline was deferred. While final data on
contracting and construction starts was not yet available, the
slowdown in activity during the third quarter looked likely to
trim 10 percent from the expected $4.8 billion in commercial/
nonresidential activity.

Demand for commercial, institutional, and residential
structures has not cooled significantly in Western PA,;
therefore, the outlook for 2024 should not vary dramatically
from 2023. That is not to say all sectors are experiencing
strong demand. The office market is challenged by lower
occupancy. Healthcare providers are struggling
with higher costs, flat revenues, and staffing
shortages. Colleges and universities are also
seeing expenses grow as enrollment begins a

¥OY Change

17%  cyclical decline. Nevertheless, there are enough

2i% bright spots, even in these troubled sectors,

01%  that more projects have been proposed to meet
27.4%

the growing demand.

A sector that has been troubled for almost a
decade, the energy sector, has seen several
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recent developments that suggest a strong uptick in demand.
Industrial landlords report that several hundred thousand
square feet of new leases have been signed this year for
companies serving the natural gas industry. EQT CEO Toby
Rice announced a proposal to significantly increase natural
gas production in the Marcellus shale formation to grow
liquid natural gas exports for the U.S. And Westinghouse
reported several new sales or memoranda of understanding
for its newer generations of AP-1000, AP-3000, and eVinci
reactors. These sales are in addition to Westinghouse's
leasing of 87,000 square feet at 51 Bridge Street in Etna as a
research facility for the eVinci microreactor.

Both the EQT and Westinghouse announcements are
measures aimed at combating the renewed growth of global
coal consumption using conventional energy sources, rather
than renewable energy sources like wind and solar. While
the share of renewable energy has grown, especially with
the increased federal incentives included in the Inflation
Reduction Act, global energy usage has increased at a more
rapid rate. That has created an opportunity for natural gas
and nuclear solutions, at least on an interim basis, that are
growing the footprints of those industries in Western PA.

While overall construction activity was very even in 2023
compared to 2022 through 11 months, there were some
striking disparities between most building categories.

The total volume of nonresidential/commercial construction
was just under three percent lower through November 30,
2023, compared to the same period last year, a decline of only
$118.8 million. The variance in volume in the major property
sectors was dramatic, however, with no single variance less
than 16.1 percent. The widest swings were in the industrial
sector, which saw construction fall 51.6 percent to $594.5
million, multi-family housing, which fell 59.8 percent to
$177.8 million, and healthcare, which jumped 57.7 percent to
$452.2 million. Office construction rose 37.1 percent because
of the marked increase in tenant improvements. College and
university construction was 32.3 percent higher year-over-
year, primarily because of the major capital spending at
University of Pittsburgh and Carnegie Mellon University.
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Of the seven major project subcategories measured,
five were significantly higher from 2022 to 2023. The
declines in the other two categories, industrial and
multi-family, more than offset those gains.

It is worth noting that neither of the declining
categories were experiencing weakness. Industrial
vacancies inched slightly higher to 6.7 percent in
the third quarter because of the record levels of
new construction deliveries, but absorption was still
positive, according to Newmark. Leasing accounted
for 635,000 net square feet absorbed through three
quarters and rent growth was 6.5 percent year-over-
year. Multi-family rents have softened by 1.8 percent
year-over-year, according to Aparmentlist.com;
however, fair market rents are 15.7 percent higher
for a two-bedroom apartment today than five years
ago. Apartment and industrial development should
accelerate when interest rates fall in 2024.

Even without a recovery in commercial development,

Pittsburgh’s construction market will be marked by
more large projects than typical. Among the $100 million
projects in the pipeline that should get underway in 2024 are:
$280 million R.K. Mellon Hall of Science at Carnegie Mellon
University, $120 million BioForge facility in Hazelwood Green,
$140 million Bouquet Street Residences for University of
Pittsburgh, $232 million new AHN Canonsburg Hospital,
$120 million City Club Apartments, $132 million Hempfield
High School, and $100 million Quaker Valley High School.
Roughly $200 million in construction will be put in place at the
UPMC Heart and Transplant Hospital at UPMC Presbyterian.

The pipeline of proposed projects exceeded $11 billion at the
end of 2023. Much of that backlog is designed and/or entitled.
If project owners were to respond to the pent-up demand,
construction will be higher than expected in 2024. That
response to the perceived demand will most likely be
determined by improvements in macroeconomic headwinds,
primarily long-term interest rates and the typical presidential
election year uncertainty. The odds are better that rates will not
fall far enough or early enough to materially improve the market
in 2024. Likewise, the chances are far better that the 2024
presidential campaign will be starkly pessimistic than uplifting,
keeping investment in structures more muted. The prevalence
of major projects in Western PA will provide a solid base of
activity in 2024, setting the stage for growth in 2025. @

Variance

Through November 30

Tatal Residential 5 9574 5 1,415.9 -32.4%
Multi-farmily 5 1778 5 438.5 -59.5%
Total Monresidential 5 3,852.1 5 3,970.6 3.0%
Office 5 402.8 5 293.7 37.1%
Healthcare 5 4525 5 286.7 57.8%
K-12 5 2169 5 186.9 16.1%
College/University 5 5884 5 444.6 32.3%
Industrial 5 5845 51,2295 -51.6%
Retail 5 2123 5 173.3 22.5%

BreakingGround January/February 2024 9
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NATIONAL MARKET UPDATE

he U.S. economy continued to show resilience in the

face of higher interest rates into the fourth quarter.

Most of the headline economic data indicates high

demand for goods and services, and an insufficient
supply of workers to meet demand. Below the headlines,
however, there are stronger signals that there will be a
slowdown in activity that the Federal Reserve Bank has been
attempting to achieve.

Gross domestic product (GDP) is a good example of a metric
that is slowing, even as the headlines say otherwise. The
second estimate of third quarter GDP outpaced advance
estimates (with the exception of the Atlanta Federal Reserve
Bank’s forecast), coming in at 5.2 percent. The most upbeat
news in the GDP report was the 3.3 jump in direct purchases
to U.S. providers of goods and services. Beneath the headline,
two other measures indicate that GDP will slow significantly
in the fourth quarter.

Economists pointed out that more than one-fourth of the third
quarter gain was due to inventory buildup. Manufacturers and
wholesalers loaded up on machinery and equipment, likely to
replenish depleted stock that was allowed to dissipate during the
middle of the year. Investment in new warehouses also accounted
for a larger-than-normal share of investment in structure.

The second indication of slowing was in the measure of
gross domestic income (GDI). While GDI and GDP should
theoretically be equal, differences in how the two are
measured lead to variances. During the third quarter, GDI
grew at a 3.1 percent annualized rate, a healthy rate of growth
but significantly slower than the GDP growth rate. Consumer
spending was revised downward from the first estimate also,
to 3.6 percent. The momentum from income and spending

appears to be slowing as the fourth quarter began. There were
other metrics that point to further cooling of the economy.

Manufacturing activity remained cool in November, according
to the Institute for Supply Management's Purchasing
Manager’s Index (PMI). The manufacturing index was flat from
October to November at 46.7, the 13th consecutive month
in contraction territory below 50. The PMI has been range
bound between 45 and 47 for most of 2023, an indication
that manufacturers are managing output to lower demand.
New orders, inventories, and pricing were all reported as
improving, although still below the expansion level of 50 or
higher. Manufacturing employment fell from 46.8 to 45.8,
another indication that employers were being proactive in
managing slower orders.

Employment remained strong for most U.S. sectors and hiring
in November was solid, with employers adding 199,000 jobs
during the month. November marked the 35th consecutive
month of employment growth; however, the slower pace of
hiring continued a year-long trend. The three-month moving
average of employment growth was 204 after November’s
Employment Situation Summary was released on December
8. That moving average was above 600 in February 2022, and
has been falling slowly but steadily since January 2023, when
the three-month moving average was at 334.

The November employment picture also revealed that job
gains were less broad-based. More than 30,000 added jobs
came from the return of striking auto workers and only two
sectors had significant job gains. One was government and the
other was healthcare, which is hiring to backfill the high levels
of resignations that followed the pandemic. One continued
upbeat note was the decline in unemployment again to 3.7

percent, even as more people joined the workforce.

Total U.5. Gross Domestic Product {In $Bil)

SRERERE
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U.S. gross domestic product has moved well above the 10-year average.

Source: U.S. Department of Commerce.

Trends in the American Institute of Architects’
Architectural Billings Index (ABI) are reflecting signs
of slowing future construction. October's ABI was at
44.3, the third straight month below 50. (A reading
below 50 means more firms saw declining than
growing billings.) October marked the ninth month
below 50 since October 2022 and saw new inquiries
below 50 for only the second time since July 2020.
ABI is a simple binary survey, has proven very
reliable as an indicator of future activity. With billings
consistently lower than the previous month, however,
it is almost certain that building construction will be
lower nationally in 2024 than in 2023.

The slowdown in design activity has yet to be
reflected in construction spending. The most recent
data available, for October, saw another slight
increase in construction. Total spending topped $2
trillion for the third consecutive month. Construction
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Private Residential v. Nonresidential Construction Spending (55 Mil)
$1. 70,000 S800,000
activity rose 0.6 percent from September to October

simn00 _on-
Ll and was up 10.7 percent year-on-year.

sm=s  Data on construction spending in recent months has
800,000 continued the cyclical trend of increased nonresidential
FHEE - and decreased residential investment. The divergence
in spending reaches back to mid-2022, when
residential investment peaked at just under $970
swasss  billion. Residential construction has begun to recover,
but remains nearly $100 billion lower than the May
Hmss 2022 peak, while nonresidential construction is $140
a0 million higher than that same month. In past business
cycles, nonresidential construction has increased for
= s 18-24 months after residential construction peaks

i i 3 ; E 181331 3 $3% i : ? 21113 114 13531 before a decline in nonresidential investment begins.
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New home construction was relatively level in the

third quarter, averaging just below one million single-

Source: U.S. Census Bureau. family homes and roughly 400,000 multi-family units.

Permits for new homes and new construction starts

Core Personal Cﬂnﬁumptian Expendituref. peaked for this business cycle at the 1.8 million

Quarterly Year-Over-Year % Change annualized rate in the fourth quarter of 2021. During

= 2023, however, activity has consistently been within
100,000 units of 1.4 million each month.

50 Inflation continues to moderate, moving below

the long-term average of 3.28 percent in October
o and November. According to the Bureau of Labor
Statistics’ data, prices for all consumer items except
food and energy rose 0.2 percent from September
to October and were 3.24 percent higher than a
year earlier. The consumer price index (CPI) was
£a 7.75 percent in October 2022. November's inflation

reading was 0.1 percent higher than October, and
1 3.1 percent higher year-over-year.

The steepest decline in recent months has been in
i — s gw REEREEEE B . shelter inflation, which economists had stressed
3 i i 143 2 % i Z 5 E 1 i } 3 would lag the decline in overall inflation by about

12 months. Shelter inflation comprises 60 percent
Core inflation fell to 3.9 percent year-over-year in the third quarter and has P P

trended lower throughout the fall. Source: Bureau of Labor Statistics. of the ovgrall CPI. With shelter costs stab|||2|ng at
a rate of just above two percent on an annualized

basis, it is likely that the core inflation rate that the
Federal Reserve is measuring will be at or below 2.5
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Consumer Sentiment vs. Consumer Spending 2013-2023

i : percent during the first quarter of 2024. Because
Hitd of the shelter inflation lag, economists at Penn
Srma " State’s Smeal Business College have developed an
alternative measure of core inflation that disregards
i the shelter component. That measure of inflation
11,000 currently stands at 1.7 percent.
Srn - A declining rate of inflation is not deflation, which
#1000 would resultin prices for consumer goods and services
«  falling closer to pre-pandemic levels. Consumers and
oo homeowners have thus far adjusted to spending more
st . without cutting back significantly. If inflation returns to
e ' the desired two percent level in 2024, consumers will
likely adjust further by reducing spending, especially
B B e E I since the amount of credit available to consumers
44 ?!#Ei§§5§ii§i‘i§§33}i§£33'}3.§§ is much lower than two years ago. With consumer
ey Spancing (S8 ssinhrryity of Michigen Comuamar Saniimant nden (1 966100) spending driving 70 percent of GDP, the Fed will need

. . . to be sensitive to even small reductions in consumer
Consumer spending has spiked for 30 months at the same time consumers

have expressed lower confidence in the economy. Source: University of
Michigan, Bureau of Economic Analysis, Federal Reserve Bank of St. Louis.
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spending while it assesses if, and when, a reversal in monetary
policy is appropriate. Most economists now expect a cut in
the Fed Funds rate by mid-2024.

The task of assessing the economy is more difficult because
of the unpredictable nature of the U.S. consumer. Measured
by the University of Michigan's Consumer Sentiment Index,
consumers began to sour on the economy in late spring 2021,
just as widespread vaccination unleashed the economy from
the pandemic. Personal consumption spending had already

ma-son-ry - noun;
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jumped by more than $1 trillion monthly at the time consumer
sentiment began to fall in May 2021. The sentiment index fell by
more than 43 percent over the following year, even as spending
jumped another $1.7 trillion. Through October 2023, consumer
sentiment remains 23 percent below April 2021 while spending
is 15.7 percent higher.

October marked the first month since March 2023 that retail
spending fell from the previous month. Consumers spent
0.1 percent less in October than September, which was
0.9 percent higher than August. Below the
headline number, the decline was driven
primarily by falling gas prices, which pushed
sales lower by 1.1 percent, and declines
of more than 2 percent in automobiles
and furniture. Purchases of durable goods
are more commonly financed. Continued
weakness in durable goods purchases would
suggest that the higher cost of consumer
debt was chilling spending.

Most economists have looked at consumer
debt and excess savings levels to assess that
the fuel that drives spending is exhausted,
and the expectations are that the consumer-
led economy will slow or contract in spring
2024. Consumer debt grew throughout
2023, and excess savings were exhausted by
mid-2023. Consumer balance sheets are still
strong. Spending continued at a booming
pace in 2023, even though the cash to
support it was spent. It seems likely that the
U.S. economy will slow or grow depending
upon how willing the consumer is to spend
future income in 2024.

. The consumer, and businesses, got some
o good news on that on December 13, when the
Federal Reserve’s Open Markets Committee
announced that it was leaving the Fed Funds
rate unchanged and forecasted three rate
cuts in 2024. The latter was a sharp reversal
of the position Fed governors were taking
until just recently. Wall Street responded
with a new record high. Declining rates will
help consumers with revolving and variable
rate debt. Fed rate cuts invariably exceed
what is forecasted. If that is the case in 2024,
conditions will begin to favor refinancing of
mortgage debt taken on since mid-2022,
further easing consumer finances and boosting
home sales and new construction. And lower
rates will help unlock the frozen commercial
real estate market, easing worries that lenders
were sitting on major unrealized losses.

Lower rates will not solve every economic
concern, but a reduction in the cost of borrowing
may be the final step in achieving the soft
landing that policy makers desired in March
2022. @



WHAT'S IT COST?

rices continued to rise at a slower pace in November.
With a couple of exceptions, notably shelter inflation
and transportation, consumers saw more relief at the
grocery store and gas pumps. Producers continued
to see inflation below the desired two percent level, with
numerous materials experiencing deflation compared to

growing inventories. @

both 30 and 90 days earlier. The overall producer price index
(PPI) for final demand was down 0.3 percent from October

to November and increased 0.9 percent
from November 2022.

Inflation specific to construction materials
declined from October to November.
The PPI for final demand construction
was -0.1 percent. The bellwether index
for new nonresidential buildings was
0.2 percent lower than October and 0.3
percent higher year-over-year. Associated
General Contractors of America tracks
the bid price for new nonresidential
buildings, which was only 0.3 percent
higher year-over-year.

Prices for virtually all major materials
fell from October to November or were
up 0.3 percent or less. Except for scrap
iron and steel, year-over-year PPl for all
materials were compressed, if positive,
compared to October’s levels, or declined
further. Scrap metals increased ahead of
increases in basic rolled steel prices that
were announced when the United Auto
Workers strike was settled in November.

Two major construction management
building cost indexes reflected the
cooler material price escalation. The
Turner Building Cost Index was 1.7
percent higher from the second quarter
to third quarter and was 3.7 percent over
the fourth quarter of 2022. Mortenson's
Quarterly Cost Index was up 0.19 percent
for the quarter. Mortenson's data found
construction labor costs flattening, up 0.1
percent, with subcontracted labor up 0.9
percent.

The outlook for producer price inflation
of construction materials is calmer. There
are more indications that U.S.
construction activity will slow in 2024.
Funding boosts from the Bipartisan
Infrastructure Law, American Recovery
Plan, and the CHIPS Act will push

PERCENTAGE CHANGES IN COSTS
Consumer, Producer & Construction Prices

Consumer price index (CPI-U)

1 mo.

Nov 2023 compared to

3 mo.

infrastructure spending higher, but demand for construction
overall is slowing as 2024 begins. Materials that are heavily
used in infrastructure, like cement and asphalt, are unlikely
to experience declines in price. Those that are more heavily
used in building construction will feel more pressure from

|F raducer price index (PP} for final demand

|PEI for final demand construction

PPI for new nonresidential buildings

|New warehouse construction

INew school construction 0.0

|New office construction {0.1) (1.3) 1.8
|New industrial building construction {0.2) 05 03
INew health care building construction {0.5) (0.6} {1.3)
|Guncrete contractors, nonresidential 0.0 2.0 (3.1
|Ruuﬂng contractors, nonresidential 01 03 9.1
IEIectri::aI contractors, nonresidential 01 (0.4} 25
|F‘Iurnbing contractors, nonresidential {0.4) 33 0.0

|Conshuction wages and benefits

Architectural services

[#2 diesel fuel 38 @7
Asphalt paving mixtures and blocks 0.3 0.8 0.7
|Cement 0.0 0.1 8.3
[Concrete products 0.2 1.3 8.3
|Bril::k and structural clay tile 0.0 0.2 2.6
IF‘Iaslic: construction products 01 (0.2} (3.7)
[Flat glass 0.0 0.6 1.1
Gypsum products 0.0 (0.6) {1.8)
JLumber and plywood {2.0) (4.1} {11 .2}'
Architectural coatings 0.0 (0.4) 0.2
Steel mill products {1.5) (7.3) (8.4)
|Copper and brass mill shapes {0.2) (2.1} {1.9)
Aluminum mill shapes {0.2) (1.5) (0.3)
|Fabricated structural metal 0.5 0.9 13

Iron and steel scrap

Compiled by Ken Simonson, AGC Chief Economist

Source Bureau of Labor Statistics, Updated December 13, 2023
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Framing is under construction for.the ticketing area
(see rendering top:right). 1

.

It is the Pittsburgh region’s biggest construction project.
Coming on the heels of the Shell cracker, the Pittsburgh
nternational Airport Terminal Modernization Program
IMP) ensures that the regional construction industry will
‘\E have had a billion-dollar project underway for nearly a

|I||-I

= decade. It is alSo a project that defied the rollercoaster ride
¢ of a global pandemic and a post-pandemic inflation spike.
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he ne | [ i[@_drectllﬁacent to the
andsi | be demolished after the TMP
is completed in 2025. Photo by Fly Pittsburgh.

public construction investments in that it is being

undertaken with the intention that the project will
primarily benefit the users of the airport, rather than
having a multiplying economic impact. For that reason, the
construction costs are being borne by the airport's users
instead of the county’s taxpayers. That does not mean that
the project is without its detractors, mostly those who ask
why the project needs to be done.

Pittsburgh’s TMP is somewhat unique among major

Commercial air travel is relatively new in terms of human
activity. The equipment and facilities used to operate airlines
and airports are still evolving. That means airports can
become obsolete quicker than a courthouse or elementary
school. The new terminal will effectively replace the current
31-year-old Pittsburgh International Airport, which replaced
the Greater Pittsburgh International Airport only 40 years
after it opened in Moon Township in 1952.

When it opens in March 2025, the new terminal will change
the experience of traveling to and from Pittsburgh by air.
There will be triple the amount of covered parking. The
security checkpoint will be twice as large. The designers
estimate that the time needed to go from curbside to airside
will be cut in half. That is a major improvement in function,
and the new airport’s design is meant to improve its form too.

The modernization is intended to give Pittsburgh the airport
it deserves, in the words of Christina Cassotis, CEO of the
Allegheny County Airport Authority (ACAA). While it is being
built, the modernization program is giving the construction
industry in Pittsburgh a boost it needs.

Understanding the Need

Pittsburgh International Airport (PIT) opened in October
1992 to industry acclaim as an airport of the future. Built at
a cost of $800 million, PIT was the first in the world built as
a connecting complex, with a pre-security landside terminal
and an X-shaped airside terminal with four concourses. Its
design was lauded in the travel industry for its efficiency,
especially for the reduced idling distances that planes were
required to traverse, an improvement that saved the airlines
$12 million annually in fuel costs alone. PIT also pioneered
the modern air mall, with the groundbreaking agreement
with retailers to price merchandise at levels that matched
their other locations outside airports.

But PIT also opened a few years ahead of disruptive change
in the airline industry. The airport was built as a hub for
U.S. Airways, which was beginning to experience financial
pressures. Less than nine years after PIT opened, terrorists
highjacked commercial domestic flights to attack Manhattan
and Washington DC on September 11, 2001. Three years
later, U.S. Airway abandoned PIT as a hub.

The move by U.S. Airways reduced the number of daily flights
by 250. PIT became underutilized and remained so for most
of the next 20 years. When the ACAA hired Christina Cassotis
as CEO in 2015, her charge was to rebuild origination and
destination (O&D) traffic from the ground up. Today, there
are 61 non-stop O&D flights daily, almost double the 36 daily
non-stop flights in fall 2015. But that additional traffic, while
impressive, cannot generate the kind of utilization that an
airline hub of the 1990s would create.
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Jonathan Potts, vice president of communications for the
ACAA Terminal Modernization Program, points out that
while fewer flights may have resulted in fewer passengers
overall, the change in the type of flights has also created an
imbalance in how the two terminals are used.

“Bear in mind that we are only replacing the landside
terminal — where you check in, go through security, and pick
up your bags — and not the airside terminal,” says Potts.
“Here's why: When Pittsburgh International Airport opened
in 1992, we were a U.S. Airways hub, and the airport was
built to U.S. Airway's specifications. Back then, 80 percent of
our passengers were connecting passengers, so they never
set foot in the landside terminal. They landed in the airside
terminal, got off their plane, and then got on another plane
to fly to their final destination.

“U.S. Airways went through two bankruptcies, de-hubbed PIT,
and was swallowed in a merger with American Airlines. Today,
PIT is an origin-and-destination airport. So, 95 percent of our
passengers begin and/or end their trip in Pittsburgh. That
means there are many more people using the landside terminal
today than there were when we opened 31 years ago. It is
inadequate for our passengers’ needs, and many of the systems
and equipment are aging out and prone to breakdown.”

Moreover, one of PIT's more popular assets, the massive
12,000-acre footprint and sprawling facilities that kept
passengers from being overcrowded and bottlenecked,

became a liability. Passengers must travel longer distances
and manage an inefficient post-9/11 security process that is
less convenient than in airports designed or updated since
2001. The large amount of unused or underutilized space
also means that ACAA spends much more on maintenance
and cleaning than it would on facilities that were right-sized.

Cassotis has advocated for an airport that matched the
reality of air travel in Pittsburgh in the 2020s and 2030s.
She detailed the major issues that ACAA faces operating a
1980s-designed airport in a recent editorial in the Pittsburgh
Business Times.

“The landside terminal, where you check in, go through
security, and drop off and pick up baggage, needs to change.
It was built before TSA existed and for an airline that no longer
exists,” Cassotis wrote. “We have an outdated baggage
system that includes a lengthy eight miles of baggage belt.
We have an international arrivals process that is badly in
need of redesign. We have conveyances, like escalators and
elevators, in a four-story building that are 30 years old and in
need of replacement, and trains that cost millions annually to
maintain. Functionally it no longer makes sense.”

Defining the Solution

In June 2018, ACAA selected Jacobs and Paslay Group
from Irving, TX as program managers for the terminal
modernization. One month later a design team was selected,
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led by a joint venture of Gensler and HDR, in association
with Spanish architect Luis Vidal + Architects. Michael Baker
International, which has served the ACAA for 30 years, is
also providing engineering and architectural services for the
Multi-Modal Complex (MMC). The team includes dozens of
professional firms as subconsultants. It was the ACAA board’s
and Cassotis’ directive that the architects create a design that
reflected the values and characteristics that are unique to
Pittsburgh. The result was a concept they called, NaTeCo, an
acronym for nature, technology, and community.

"It was important to the airport authority to design a place
that was uniquely of Pittsburgh. Pittsburgh International is
an origination and destination airport, so the first impression
people get of the city and the region is often the airport,”
explains Carolyn Sponza, studio director and principal with
Gensler. “The NaTeCo concept pulls out three of the major
drivers of what we think is important to Pittsburgh and tries
to infuse those in the architectural character of the airport.”

Sponza lays out how each of the three parts of the concept is
represented in the final design.

"We wanted passengers to have the benefit of exposure to
nature and the positive biophilic relaxation qualities of being
in nature while they were in the airport. Western Pennsylvania
has the change of seasons, all the lush landscape, and the
tree covered hills,” she says. “Some of the natural features
we've integrated into the airport are a series of outdoor

terraces that speak to three of the microclimates or natural
regions of Western Pennsylvania. In the architecture itself
there are natural features. The form of the roof replicates the
rolling hills of Western Pennsylvania. Also, the tree-shaped
columns are a signature structural support on the upper level
of the building. There are also little details in the design
such as leaves that are indigenous to Western Pennsylvania
embedded around the base of those tree columns.”

Sponza says that the design team focused on using
technology in a way that mimicked Pittsburgh’s leadership in
emerging technologies, using smart technologies that help
to guide passengers and make the experience of traveling to
Pittsburgh more intuitive and less stressful. She explains that
for the third concept, community, the design team examined
how PIT was currently being used to bring the community
into the airport.

“One of the things we did when we started was to audit all
the things that the airport was already doing. It's only because
you have a great space that is multifunctional that you can
have different people come in and do different programming
from the community,” she says. “We wanted to make sure
there was space for all those activities in the new plan, both
on the outdoor terraces and inside. We really thought about
how the community be welcomed in and use the space.”

The design concept was revealed in early 2019. In April of
that year, the construction management team was selected.
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Construction management for the TMP is split. The team of PJ
Dick/Hunt is the construction manager for the new terminal
and existing terminal renovations. Turner Construction is
the construction manager for the Multi-Modal Complex,
including the new parking garage.

The new terminal is 700,000 square feet and combines the
airside and landside functions that were separated in the
1992 design. The TMP also includes the 1.42 million square
foot Multi-Modal Complex that will house the rental car
facilities, with space for 1,000 rental cars, and a 3,300-car
parking garage available for passengers and the public. At
the time it was approved, the TMP was to cost $1.2 billion.
That budget has since been increased to $1.57 billion, as
time and extraordinary circumstances have dictated.

“In terms of the cost, we are not using local or state tax dollars,
though we are receiving some federal infrastructure funds —
about $23.5 million in federal dollars,” says Potts. “Most of
the $1.57 billion for the project comes from long-term bonds
that will be repaid from airport operating funds. We do not
operate with tax dollars. Our revenues come from fees paid
by the airlines that fly out of PIT, parking, concessions, and
other miscellaneous fees.”

Potts notes that the operating costs for the airport will be
positively impacted by the reduction in size and improved
efficiency. In 2023 dollars, ACAA will save $18 million annually
at the current levels of flights and services.

One of the major risks of a project of this size is its timing.
Planning for the TMP began five years before the professional
team was assembled. During the airport’s design, Shell
Chemicals was building its $7 billion polymers plant in
Monaca. Airport leadership was wary of the risk of budget
creep over such an extended period and determined that the
project would be most successful if it attracted Pittsburgh’s
best contractors. Paul Hoback, executive vice president
and chief development officer for ACAA, notes that there
were decisions made during planning that were intended to
optimize the market's attention on the TMP.

“We wanted to set the project up for its greatest success.
First and foremost, we wanted to make this the project of
choice in the region,” he says. “We made sure we bid this just
as the Shell cracker plant was coming to completion. There
were 8,000 construction workers just 19 miles away from this
airport that were going to be available around the time we
went to market. We wanted to make sure they were choosing
this legacy project. We also made sure that we had things like
on-site parking for the workers. | can’t tell you how important
that is to our workers to have on-site parking where they can
walk directly onto the job site. That was not the case at the
Shell project. We have health and wellness programs in place
for all the team members. I'm also extremely proud of our
safety program.

“We made sure that we segregated the project site as
much as possible from the daily operations of the airport.
It was important to set that up to get the most competitive
bids, because if contractors had to go through the TSA



requirements in a secure area of an airport it would add
significant costs.”

The TMP is operating under a unique safety partnership with
the Occupational Safety and Health Administration (OSHA).
Hoback says the partnership allows OSHA to share industry
best practices and provide timely feedback on conditions at
the airport job site. He says it creates an unusual dynamic for
OSHA at the TMP site.

“Most of the time OSHA is a regulatory agency that comes
to projects in response to a problem. We have a partnership
that is the first of its kind and we invite them out all the time.
OSHA helps us make sure we're implementing best practices
that create the safest environment,” Hoback says.

For all the advanced planning and intentional decision making
ahead of the start of the TMP, ACAA and its team could not
have been prepared for what unfolded in March 2020. When
the COVID-19 outbreak occurred, construction of the enabling
packages had just begun. The design was at the point of being
refined to begin bidding on the early packages.

“I think the biggest challenge was getting the project design
completed during the pandemic. We had just done a big
presentation the week before COVID hit. We were used to
working collaboratively in person and then everything was
remote,” Sponza recalls. “Suddenly, we were completing this
airport design during a time when there was a lot of uncertainty
in the world. It was a challenge to navigate that and anticipate
how much the world was going to change and how much that
would change the building we were designing.”

Hoback also pointed to the pandemic as the biggest r oo RS |WC
challenge, but for the ACAA the problems extended beyond =1e33 MATHIESGN
the design and construction challenges. N'

-

“We had started early enabling projects and were at 90 percent
complete on the design, ready to bid the whole project when
COVID hit,” he says. “We were also negotiating an airline
agreement and it's the airlines that are paying back the debt
for the construction of this airport. We had finalized the terms
and had signed contracts from two of our partners when the
pandemic hit. At that moment the airlines needed to step back,
and those agreements became void. Airlines are our biggest
customers and we had spent six or seven years up to that point
meeting monthly with them preparing for this project. It took
about 16 months, but we got an airline operating agreement
approved in the middle of a pandemic and it was unanimous.
We were the first U.S. major airport capital program that was
approved in a post-pandemic environment.”

Site work construction began in April 2021, with the terminal
buildings getting underway six months later. Several of the
project’s biggest packages bid in 2022 and 2023, meaning
that the bulk of the bidding took place while cost escalation
was on its way to a September 2022 peak of 24 percent.
While that steep ascent has been followed by an equally

steep decline over the past 15 months, the construction WWW.EasleyAndRi\'ers.Gﬂm

management team and ACAA had to be nimble to adjust to
the conditions. Except for the initial structural steel package, | = N ;‘r‘
which bid in spring 2021, virtually all the bid packages have y : F - £ *‘t'
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come within expectations. The construction management
teams were realistic about the market conditions and relied
on the contractors bidding the packages to anticipate
escalation in their bids.

"Each package has been a lump sum bid. The risk of escalation
is on the prime contractors. There are no provisions for
escalation built into the procurement,” says Jeff Turconi, who
retired as president of PJ Dick Inc. in April 2023 but remains
the executive manager at the joint venture for the TMP. “We
expected contractors to understand the volatility of the
market. Thus far, | don’t think it's been an issue. Contractors
have not come back to us and said that they were being hurt
by unexpected escalation. It's been well known that prices
were going up. We have adjusted the budget. If you threw
out the steel bid, most everything else has fallen in line with
what we adjusted once we realized that the pandemic had
caused a significant amount of escalation in a short period
of time.”

With nearly all the major packages bid and awarded, the
TMP has seen milder inflation of costs over budgets than the
market in general. Hoback estimates that the escalation has
been 12 percent, roughly one-third the rate of the overall
market escalation during the same period. He attributes
the better performance to extensive planning and regular
revisiting of budgets ahead of bidding.

“In my mind, it was because we always expected the
unexpected,” Hoback says. “We were able to control costs
to a degree because we thought through all these things. |

will tell you that when the pandemic hit, we had to make sure
we had a construction management team that understood
the industry, procurement, and the pandemic’s impact on the
timeline. We had to build in extra time that we knew we were
going to need.”

The adjustments made in response to the pandemic and
its aftereffects — particularly the disruption of reliable lead
times from the supply chain — put the project about six
months behind the original schedule. According to Tara
Connor, preconstruction manager at Turner Construction,
the MMC will be completed in the fourth quarter of 2024.
ACAA officials are still confident that the project will open 15
months from now. For the construction management team,
the challenge will be compressing the remaining work with a
team of separate prime contractors. That requires a different
level of cooperation than if the project was being delivered
under the control of one single prime contractor. Thus far, the
process has been working.

“It's been very collaborative. We have not been adversarial
with the primes,” says Turconi. “There are issues with
manpower and changes to the drawings. We are cognizant of
the issues and are working with the prime contractors to help
them get the job done.”

Assessing the Impact

As a construction project, TMP ranks only behind Shell’s
polymer plant in Beaver County as the largest in 50 years.
Past the halfway point in construction, with all the major
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bid packages awarded, the TMP is on track to cost $1.57
billion, including soft costs. The planning and design of the
project occupied 563 jobs. During construction, the TMP will
create 5,548 direct construction jobs. The project will have
generated $1 billion in payroll compensation when it ends,
resulting in $27 million in state and local income taxes (using
2021 dollars). Its total economic impact is estimated at $2.5
billion, resulting in 14,300 direct and indirect jobs.

For Christina Cassotis and ACAA, the TMP will result in an
airport that functions in a way that is commensurate with
the airline industry’s expectations and Federal Aviation
Administration regulations. The new terminal and MMC
should extend the life of Pittsburgh International Airport by
40 years. The more efficient airport should produce revenues
over expenses that allow for the bonds that financed the
project to be repaid without the kind of financial stress that
accompanied the retirement of the 1991 debt.

None of these outcomes are bad, either for the traveler, the
airlines, or the taxpayer. What separates the TMP from many
other major public investments is that the rationale for the
project does not depend on downstream effects that may not
occur and that would be difficult to track. The modernization
is not intended to be a catalyst for new development around
the airport, at least to not any degree that the current
airport location attracts development. The most significant
downstream opportunity for development will come from the
disposition of the existing landside terminal.

26 www.mbawpa.org

Rendering by Fly Pittsburgh.

“There is going to be a direct benefit for development
opportunities once we demolish the existing landside
terminal,” explains David Storer, director of commercial
development for ACAA. “That will open up eight acres for
development with proximity to the new terminal and the
existing parking and roads. You're talking about a fully pad
ready site.”

The current landside terminal is designated for aeronautical use,
since itdirectly supports the airport’s primary activities. To facilitate
development of the land, once the terminal is demolished,
ACAA will work with the FAA to change the designation of the
property to non-aeronautical use. Storer suggests that the best
use of the property may still be airport related.

“There was an office park recently developed in Tampa with
terminal adjacency where the airport authority has its offices
as well as many of the companies that support the airport. We
have many firms that support our operations from engineering
to operations,” he suggests. “Beyond that, | don'tknow that we
will see a lot of economic development. We built the terminal
to control costs and improve the passenger experience. The
terminal is not expected to attract new airlines.”

Regional real estate and economic development professionals
mostly echo Storer’s view on the economic impact of the
TMP. The consensus view is that the new terminal is a gain
for the region, but the benefits will be felt by properties near
the airport.



The massive 3,300-car garage will triple the amount of
covered parking for the public. Photo by Fly Pittsburgh.

“l don't anticipate any economic impact from that project

“Neighborhood 91 s

additive  manufacturing

other than that which we already see from our proximity to
an international airport. Its change, while important to us
because it operates as an efficient and effective connection
to the world, doesn’t have any additional impact,” says Lew
Villotti, president of Beaver County Corporation for Economic

ecosystem that we developed with Pitt. The first building
at Neighborhood 91 was successful in part because of the
adjacency to the airport,” Broujos says. "We have multiple
additional buildings planned and the new terminal will be
even more significant for those developments. We hear time

Development. “I can tell you that because of
its location and our proximity to PIT, we're in
discussions with several companies that we
would not be without that proximity to the
airport and its effective operations.”

“The new terminal should only help the
regional economy, but any real impact to the
local industrial real estate market would be
more driven by air cargo than an improved
passenger terminal,” says Rich Gasperini,
principal and founder of Genfor Real Estate.

Gregg Broujos, senior vice president, leasing
at The Buncher Company, agrees that the
impact on the industrial market would
be greater were the project to include an
expansion of the cargo capacity. But he cites
the improvements to passenger service as
an enhancement of the benefits of proximity
to the airport, something that has helped
Buncher’s Neighborhood 91 development.
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Prime Condractor
Independence Excavating
Joseph B Fay an S&B USA Co.
Mascars Construction LP
Mascaro Construction LP
Lighthouse Electric
Ryecon Construction

SEM Industries
Wellington Power Co,
MeRamish Inc.

Jarvis I Webh

D-M Products

Schindler Elevator
Wellington Power Co.
Mascaro Construction LP
Rycon Construction

W. G. Tomke Inc
Lighthouse Electric

W. G. Tomko Inc.
Massaro Corporation
Wasne Crouse Inc.

Kirby Electric

W,k Tomka Inc
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LATROBE

and again from tenants of the first building that
they can get materials from Germany in 24 hours.
They can get people in from Germany for a tour
and they can be to Pittsburgh and back within 24
hours. The new terminal will make that proximity
for Neighborhood 91 even more important.”

“The new terminal at the Pittsburgh International
Airport will certainly have a real estate and
economic impact on Washington County,” says
Jeff Kotula, president of the Washington County
Chamber of Commerce. “In terms of real estate,
the new terminal will serve as the northern
bookend to the recently opened Southern
Beltway with Southpointe serving as the southern
bookend. With the ease and speed of access
between the two locations, Washington County
is strategically located for real estate growth
along that corridor. We already see signs of
that potential with Imperial Land Corporation’s
investment at the Fort Cherry Development
District and expect that additional industrial,
commercial, and flex-space expansion to follow.”

“Considering the overall economic impact of the
terminal modernization project, it will encourage
more leisure and business travelers as well as
provide an exciting ‘first impression’ for the
Greater Pittsburgh Region,” Kotula continues.
“Christina Cassotis and her team at the Pittsburgh
International Airport should be credited with
thinking big and, more so, smart about the
modernization as the airport already drives $30
billion in economic impact to this region and with
the new terminal, we expect that to increase.”

“Any additional traffic through that marketplace
is good for us. A rising tide lifts all boats,” says
Tony Rosenberger, president and chief operating
officer of Chapman Properties, the developer
of the 300-acre Chapman Westport three miles
south of the airport off the Southern Beltway.

The airport corridor has been a focus of regional
economic growth for 60 years. One-third of
metropolitan Pittsburgh’s suburban office space
is located between Green Tree and PIT. Findlay
Township, where the airport is physically
located, has been a hot bed of industrial
development for two decades, aided by the
designation of the Parkway West as Interstate
376. With the Southern Beltway now open as a
limited access highway to Southpointe and the
Shell Chemicals plant operational along the
Ohio River in Beaver County, the airport corridor
runs north-south as well as east-west. The
airport is the nexus of the four-way corridor. A
major improvement in the functioning of the
airport enhances the corridor as well. For an
economic impact, that may be enough. @
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or the past two decades, South Fayette Township

has been one of the fastest growing communities in

metropolitan Pittsburgh. While it does not get the kind of

publicity that Cranberry Township got during the 1980s
and 1990s, South Fayette Township has outpaced Cranberry
Township in new residential construction. In the past 15 years,
nearly 1,500 new single-family homes, totaling nearly $500 billion
in construction, have been built in South Fayette Township.

That new construction brought a surge in population. There
were 18,358 people living in South Fayette Township in 2020,
an increase of 27.3 percent since 2010 and nearly 50 percent
since 2000.

As all that growth occurred, the township’s municipal staff and
police operated from a building on Millers Run Road that was
opened in 1958. Including additions in 1963 and 1996, the
building totaled only 11,000 square feet when the township
supervisors decided to build a new facility in 2020. The building
was being shared by the community library, housed more than
a dozen administrative staff, and 23 police officers. It was the
needs of the latter group that tipped the decision to relocate.

“The most pressing need, and what drove the pace of the
project, came from the police department,” says John Barrett,
South Fayette Township manager. “We have 22 full-time officers,
and they were operating out of 3,500 square feet. Their locker
room facilities were inadequate. They had rooms where there
were files from floor to ceiling. They had no physical space for
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any more stuff, and police tend to accumulate
stuff. We had no ability to accommodate
additional modernized equipment. That really
drove the project.”

As the township supervisors began
contemplating a new building, a chance
encounter led them to an architectural firm,
Kimmel Bogrette Architecture + Site, that
would eventually design it. Barrett recalls that
Martin Kimmel, one of the firm's co-founders,
was speaking about challenges facing
municipalities at the Pennsylvania State
Association of Township Supervisors. He
and the supervisors were impressed with the
presentation and invited Kimmel Bogrette to
compete for the commission to design South
Fayette Township’s new building, even though
the architect is based in Blue Bell, PA. Kimmel
Bogrette's proposal proved successful.

“We learned during the interview process that
they had been selected for some Pittsburgh
projects. We wouldn’t simply be the only
project they had in Western Pennsylvania.
They were working in Peters Township and
a couple of university campuses in the
Pittsburgh area,” Barrett says. “We liked
what they brought to the table. They seem to
be very creative and made us feel that they
would help us to the best extent possible to
right size the project and choose materials
that suited us.”

“We work with township and boroughs of all classes throughout
Pennsylvania,” says Kimmel. “We see our role as helping the
township's elected officials make smart real estate decisions
that create long-term value. A building like that is generational,
meant to last 100 years with reasonable maintenance. Municipal
buildings should be well-built, smart, and energy efficient. It was
a challenge to balance those needs and desires with costs and
a market that was challenging during most of the time we were
designing and bidding. We were able to get the full value that
we hoped for without making major cuts. Part of that was smart
planning and part of that was a commitment from the township
to look at it as a hundred-year building.”

Kimmel says that South Fayette's needs were not uncommon for
growing communities throughout Pennsylvania. He notes that a
community that doubles in size does not need to add a township
manager or tax collector, but the additional population strains
public works and police. A new building for those functions was
an opportunity to optimize South Fayette Township's facilities to
better serve its residents.

“There are three fundamental uses for the building. It started
with them for the police. The police had so outgrown the facilities
that they had that they were problematic from an officer safety
and quality of building perspectives,” Kimmel explains. “While
they were at that, they decided they wanted to build new for the
administration. They also wanted a building that the community



could use and would have a bit more sense
of pride in than the current building. Making
those three things work in a new world of
security needs was a challenge. You want to
have public access to a space, but having very
secure and limited access to the non-public
areas was very important.”

Township supervisors approved the purchase
of 10 acres on Hickory Grade Road from Alan
A. Axelson Intercare Properties Inc. in June
2020. The site helped influence how the
building was designed.

“The site was a typical Western PA site in that
there's a lot of grade change to manage. We
stacked the building in two stories, with the
police on the bottom and the administration
and public opening above to reconcile that
grade in a smart way,” Kimmel says.

The final design was a 36,400 square foot,
steel-framed building, with a stone veneer,
metal panel accents, and lots of curtain walls
and windows. Bids were taken in January
2022. While the bids were within budget,
there was a complication. The low bidder on
the general construction was nearly $2 million
below the next bidder but did not withdraw its
bid. When the second low bidder did withdraw
its bid, the supervisors voted to consider the
low bid unresponsive, awarding the project to
third-lowest bidder, DiMarco Construction.

DiMarco Construction bid on the project with the understanding
that the design and the circumstances were anything but
straightforward. The key people were also anxious to have the
chance to build the project.

“When the drawings came in, | felt like it was something | could
get excited about building,” says Scott Wardle, senior project
manager for DiMarco Construction.

“It was a complicated project from day one. If you look at that
building, there isn't a right angle onit,” agrees CEO Phil DiMarco.
“From the foundation up, everything was complicated.”

During the preconstruction stage, Wardle identified a couple of
key areas that were going to require extensive input from the
architects and that could be construction headaches. But those
concerns became a lower priority almost immediately when
excavation began.

“"We had challenges immediately with the site. It took forever
on our end to get the project started. It seemed like we were in
planning forever. We were so optimistic when the project starts
and within 30 days, we hit some bad soil. It was the first time |
heard the word carbonaceous,” chuckles Barrett.

“They were not aware of the pyrite issues they had. Even though
they knew it was present, they thought they eliminated it when
they filled some of the areas. As we got deeper, we found more,”
says Wardle. “We had to undercut the building to remedy the
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problem. Once we did that, we noticed that there was a lot of
underground water, so we put a blanket drain under the entire
building. That set us back 90 days getting it designed, priced,
and installed.”

“We had a lot of ground water, some of which was expected and
some of which could not be determined until we fully excavated.
We worked hand in glove with DiMarco and their team to make
sure that we could drain the site, so we never have any leaking in
the lower level,” says Kimmel. “That was probably the one and
only unexpected challenge we ran into, and we ran into it right
away and had a solution for it.”

“After that the project really smoothed out,” says Barrett.
“We envisioned having issues with supply chain and, to the
contractor’s credit, we didn’t encounter much of that.”

DiMarco and Wardle chuckled when hearing that Barrett and
Kimmel felt the project went as expected after the initial site
problems.

“That's good. We want the owner to feel that way, but there were
plenty of other difficulties,” DiMarco says.

Most of those difficulties were the result of the market conditions
in 2022 or of the complicated structural design. The former
meant that prices were rising rapidly during the buyout phase of
the project and that lead times were unreliable. The latter was a
product of the challenging site and unique building design. The
challenges started at the foundation.
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The form work for the foundation was unusual because of
the angles and the extraordinary amount of reinforcing steel
involved. The amount and complexity of rebar frustrated
the ironworkers and was enough of a concern that DiMarco
Construction brought in a consultant to confirm their approach.
The main concern was that the density of the reinforcing steel
would prevent the concrete from settling completely in the
forms. Further complicating the concrete pour was the fact that
the columns were recessed in the foundation, rather than set
on exposed bolts. That meant the voids that would accept the
columns had to be laid out precisely.

“The design of the reinforcing steel is nothing like I'd ever seen,”
Wardle says. We usually put a certain amount of vibration on our
frames anyway, but we had to put two rows of vibration to make
sure that the concrete flowed to the bottom. It all worked, but
everything took longer than anybody thought.”

Coming out of the ground was also complicated by an unusual design
and the limited availability of even standard building materials.

"Once we started detailing the structural steel, we had over
200 RFls [request for information],” recalls Wardle. “None of
the angles were working. The steel vendor would send us 10 or
11 RFls per day, but they had some complicated connections to
detail. Trinity Steel really did their due diligence, and they came
through for us.”

“| dont think anybody realized how complicated the steel frame
was because of all the angles. Initially the thought was that we
could use steel joists, but at the time you couldn’t get steel
joists, so it was done as a completely framed steel structure,”
he continues. “When you see the building with these beautiful
angles, you don't appreciate how difficult it is to build.”

Managing a project that bid and started in early 2022 meant
facing challenges that had not been faced in generations.
DiMarco Construction faced almost daily disruptions to the

SORFTH FAYETTE
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schedule because of supply chain breakdowns and worker
shortages. Prices were increasing weekly, and materials were
available one week but not the next.

“We had labor shortage issues. Everything went so much slower
than expected,” recalls Wardle. “When | prepared the schedule,
| met with the subcontractors to determine how much time each
trade needed. So many trades took as long as three or four times
what was planned. You just have to work around the supply
chain problems. You do work out of sequence. There’s always
something that you can do on a project until the work that is
behind schedule catches up.”

Asked how they managed the escalation throughout the project
DiMarco laughed, “We ate it. What can you do? It's a public
job. We hard bid it. When numbers go up that's the risk that we
take. The job did run over several months due to unforeseen
circumstances beyond our control and we built it during the
worst of the post-COVID escalation. We took the brunt of it.”

The delays from the unforeseen site conditions at the beginning
of construction set the schedule back too far to hit the original
move in dates, but South Fayette’s administration and police
began operating from the new facility after Thanksgiving and the
township supervisors held their first meeting there in December.
Barrett says the reception has been very positive.

“We have room to collaborate without being compartmentalized
in our isolated offices as we were before. The engagement
among staff is improved, which is great for morale,” he says.

“I think the project was successful because of a lot of hard work
on the front end. The township had a lengthy process. We had
tried unsuccessfully a couple of other times to develop a new
building and we learned from the mistakes in those attempts,”
Barrett continues. “We got good buy-in from our elected officials
and good staff support. We got everyone’s input about how they
would like the building to work and how work flowed. That seems
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to be paying off for us now as we're getting used to the space.”

“It's a beautiful structure that the community can take pride in
investing in. It was a good team effort with everybody listening
to the others’ perspectives,” says Kimmel. “Once DiMarco got
into it, they reported to us how much fun they were having
building something interesting. DiMarco’s superintendent, Ed
Contestible, was top notch. He was out ahead of everything.

“The craftmanship in the drywall, metal stud, painting, wallpaper,
and trim was some of the best I've ever been involved in. The
people took pride in what they were doing. We love to see that
because we're big advocates of the trade and the skills that it
takes to do it well. The project had one of the shortest punch lists
that we've ever written and that's a credit to the people that built
it. | haven't said that in a long time.”

Phil DiMarco points out that the finished product justifies the
challenges of building it.

“| think the architects did a phenomenal job on the design and
they were great to work with. | don’t know anybody that has a
municipal building quite like that,” he says. “It's not a job where
we're going to make a lot of money but it's a project | wanted to
be associated with. It's a showpiece that I'm glad to say that
DiMarco Construction built.” é
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LEGAL PERSPECTIVE

HOW “SURE” IS A SURETY BOND?
BY CHAD |. MICHAELSON AND ANDREW W. CLIFFORD

Surety bonds are one of the most common risk management
tools used in construction. Owners and lenders ask for
performance bonds to protect against contractor defaults,
and payment bonds to protect against claims of nonpayment
by lower-tier subcontractors and suppliers. But construction
is complicated and disputes often arise over whether a
default has occurred, or whether a subcontractor or supplier
is entitled to payment. As a result, the road to recovery
on a bond claim can be long and winding. Eastern Steel
Constructors v. International Fidelity Insurance Company, a
case recently decided by the Pennsylvania Superior Court,
presents a cautionary tale.

The Project

In 2008, the Pennsylvania State University hired lonadi
Corporation to erect structural steel for a construction project,
and lonadi provided a payment bond issued by International
Fidelity (IFIC). lonadi subcontracted with Eastern to supply
reinforcing steel.  Halfway through the project, lonadi
stopped paying Eastern. In April of 2010, Eastern was owed
$600,000 and made a claim against the payment bond. IFIC
initially denied the claim, but later reversed course and made
some payments to Eastern.

The Arbitration

At the end of the project, even after applying the payments
received from IFIC, Eastern still was owed around $250,000.
So Eastern filed for arbitration against lonadi as required by
its subcontract and invited IFIC to participate. IFIC declined,
and lonadi (which was basically out of business) refused to
appear for the arbitration hearing. Eastern forged ahead,
but on the day the hearing was to begin lonadi filed for
bankruptcy. Eastern obtained permission from the bankruptcy
court to continue with the arbitration and, importantly, made
sure IFIC had notice and an opportunity to participate
in that proceeding. Eventually, the arbitrator found that
lonadi owed $433,000 to Eastern. This was comprised of
the $250,000 subcontract balance, attorneys’ fees and costs
of the arbitration, and interest at the rate of 18 percent as
provided in the subcontract. Neither lonadi nor IFIC sought
to vacate the arbitration award or appeal the corresponding
judgement entered by the Court of Common Pleas.

The Surety Lawsuit

IFIC refused to honor the result of arbitration so Eastern filed
suit. Eastern claimed that IFIC had breached its obligations
under the payment bond, and that its refusal to pay was
frivolous and unfounded. The second claim was important,
because Pennsylvania law makes an insurer that refuses to
pay policy proceeds in bad faith liable for interest, attorneys'’
fees and punitive damages. IFIC responded to the suit by
arguing that it was not a party to the arbitration and was

not bound by the results. IFIC argued that Eastern should
be required to re-prove, at a trial, that it was owed anything
from lonadi. IFIC also argued that Pennsylvania’s bad faith
law only applies to insurance policies, not surety bonds, so
Eastern should not be entitled to seek interest, attorneys’
fees or punitive damages in the case.

The litigation was vigorously contested. Eastern initially
filed a motion asking the court to find that IFIC was bound
by the arbitration award as a matter of law, and IFIC filed
motions to the contrary. IFIC also argued that its obligations
under the payment bond only extended to the cost of labor
and materials supplied to the project, and not any interest,
attorneys’ fees or costs due to Eastern under its subcontract
with lonadi. The court made rulings in favor of both parties,
some of which appeared to be in conflict. It also gave IFIC
permission to challenge one of those rulings before the
Superior Court, delaying the progress of the case.

The court eventually scheduled a jury trial where Eastern
would be required to re-prove its claims, but that trial was
suspended while the parties continued to argue about what
Eastern was entitled to recover and what evidence it would
be allowed to present. At the end of the day, the trial court
did not allow Eastern to present evidence that it had obtained
a $433,000 arbitration award against lonadi; to seek interest
or attorneys’ fees due under the subcontract; or to pursue
any of the additional damages available under Pennsylvania’s
insurance bad faith law.

In February of 2020 - more than ten years after lonadi
had stopped paying Eastern, and eight and a half years
after Eastern had filed suit against IFIC—a jury found IFIC
responsible for the unpaid subcontract balance of $250,000.
The court awarded legal interest (at 6 percent, rather than the
18 percent rate provided in the subcontract) that increased
the verdict to $330,000. This was more than $100,000 less
than the amount an arbitrator had ruled that Eastern was
owed by lonadi, and the language of the payment bond said
that IFIC and lonadi were equally responsible for any amounts
due to Eastern under the subcontract. Eastern appealed
this seemingly incongruous result, and in September of
2022 — now over twelve years removed from lonadi’s initial
payment default-the Superior Court issued an opinion that is
instructive for surety companies and claimants alike.

The Result

First, the Superior Court held that IFIC was, in fact, bound
by the arbitration award that Eastern had obtained against
lonadi in 2011. The payment bond put IFIC in lonadi’s shoes
and made it equally responsible for lonadi’s obligations to
Eastern under the subcontract. lonadi’s failure to defend
the arbitration was not significant to the Superior Court,
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which held that IFIC was bound by the arbitration award
against Eastern because IFIC had notice of and a reasonable
opportunity to participate in the proceedings. Thus, the
Superior Court concluded that the trial court should not have
forced Eastern to re-prove its claims at a trial. Instead, it
should have entered judgment in Eastern’s favor when the
case was first filed.

Second, the Superior Court rejected IFIC's claim that the
bond only guaranteed payment for the value of labor and
materials supplied by Eastern. The bond provided that
IFIC was responsible for “all sums due” to Eastern under its
subcontract with lonadi, which included 18 percent interest
on unpaid amounts and all costs incurred by Eastern in
pursuing arbitration against lonadi as required under the
subcontract. Notably, the Superior Court held that Eastern
was not entitled to costs incurred to pursue recovery from
IFIC (or the higher rate of interest) because the subcontract
clause was limited to litigation against lonadi, and did not
mention proceedings against its surety. As a result, Eastern
was not entitled to recover any of the attorneys' fees or costs
it had incurred over the ten plus years it had spent litigating
with IFIC.

Third, the Superior Court held that Pennsylvania’s bad faith
law applied to claims against insurance policies, but not surety
bond claims. Thus, the trial court was correct in preventing
Eastern from seeking punitive damages or reimbursement of
the fees and costs it had incurred to pursue IFIC.

VALUED

RELATIONSHIPS

...built on our commitment

to client service.

MEYER
UNKOVIC
SCOTT

ATTORNEYS AT LAW

Lessons

The presence of a fee-shifting provision (and an 18 percent
interest rate) in Eastern's subcontract—together with the
language in the payment bond making IFIC responsible
for “all sums due” to Eastern—had a powerful impact on
this case, as it at least allowed Eastern to be made whole
for its efforts to enforce its rights against lonadi under the
subcontract. At the same time, the absence of a contractual
provision allowing recovery of costs incurred to pursue the
surety forced Eastern to bear the entire cost of ten years
of protracted litigation with IFIC. The penalties imposed
on insurers for bad faith claims handling are intended to
encourage good faith and fair dealing in the handling of
insurance claims. Surety companies, however, are not subject
to these penalties and do not have the same incentives.

The relationship between a surety company like IFIC, its
principal (here, lonadi) and bond claimants is a unique one,
with many traps for the unwary. When faced with the prospect
of making a claim against a surety bond (particularly when the
principal is defunct or has chosen not to defend the underlying
claim) it is important to consult with legal counsel to avoid
mistakes that can jeopardize recovery. @

Chad Michaelson is a partner at Meyer Unkovic & Scott LLP.
He can be reached at cim@muslaw.com. Andrew Clifford is
an associate in the construction practice at Meyer Unkovic &
Scott LLP. He can be reached at awc@muslaw.com.
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FINANCIAL PERSPECTIVE

CONSTRUCTION TALENT FOUNDATIONS .
BY THEODORE M. PETTKO, CPA AND SHAD C. FAGERLAND, JD

In the post-COVID landscape, a noticeable shift due to talent
shortages is that the evaluation process has evolved beyond
being a mere interview procedure; it's now a comprehensive
recruitment  endeavor.  Candidates, having multiple
employment options, assess you as much as you are evaluating
them. Thus, the initial step in a strategic approach to talent is to
ensure a strong foundation in your recruitment process.

This begins with meticulously crafted job descriptions for each
role. For an outsider unfamiliar with your organization, these
descriptions should unmistakably outline responsibilities,
roles, and performance metrics. We recommend having
existing employees draft written job descriptions for all
positions. Subsequently, the hiring process should be
more robust than simple job postings and interviews. This
is your opportunity to impress candidates through effective
organization, punctuality, and transparent communication.
Implementing these seemingly basic steps can set you apart
in the competitive landscape of recruitment.

The category “specified
research or experimental
expenditures” used in IRC
Section 174 generally includes
all costs incurred in the
taxpayer’s trade or business
related to the development or
improvement of a product that
would eliminate uncertainty
concerning the development or
improvement of a product.

Moving on from the hiring process, attention should shift to
the onboarding procedure. Engage in discussions with recent
hires to gain insights from their perspective regarding what
aspects were advantageous and where the process fell short.
Often, organizations maintain the same onboarding approach
for an extended period. This phase presents another avenue
to distinguish yourself in the recruitment process.

Finally, when it comes to compensation packages, they
should encompass more than just a basic salary. Clearly
delineate all offered benefits. An emerging trend includes
incorporating deferred compensation or post-employment
benefits into compensation packages.

Good employees are hard to find, particularly in the
construction industry. If your business has struggled to attract
and retain top talent, a nonqualified deferred compensation
plan (“NQDC plan”) may be the tool you have been missing.

Compensation packages in the construction industry typically
combine a relatively low rate of base pay with substantial
project-based commissions or bonuses. While effective at
rewarding productive employees upon completion of key
projects, such compensation packages leave the door open to
poaching by competitors once annual bonuses have been paid.

Adding a NQDC plan would enable the employer to
introduce an additional element to the compensation
package: time. For example, instead of offering a $50,000
annual cash bonus, a NQDC plan might offer a $200,000
cash bonus that is payable only if the employee remains with
the employer for four years. Making a significant amount
of compensation dependent on future services encourages
retention and incentivizes employees to take the long-term
financial success of the company into account.

A well-designed NQDC plan offers the following features and
advantages:

*  Participation can be limited to only a few key employees,
with no requirement to offer similar benefits to the
workforce at large.

Any benefit amount is allowable, and benefits can differ
from participant to participant.

Benefit determinations can be discretionary; formula-
based (for instance, a specified percentage of revenue
or profits); or a combination of the two.

* Vesting provisions can extend as long as the employer
desires. (Typical vesting schedules include a rolling four-
year vesting schedule applied to each annual benefit,
or, for employers looking to encourage longer-term
retention, a graded 10-year vesting schedule with the
bulk of vesting delayed until the later years).

®  Accelerated vesting and/or early payout can be provided
in certain circumstances, such as death, disability or a
change in control event.

® Benefits are not required to be pre-funded by the
employer.

®  Benefits are taxed to the employee and deductible by
the employer in the year paid (i.e., not until after vesting).
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A NQDC plan can also be designed to include “phantom
equity” features that mimic the economic impact of business
ownership. A phantom equity plan measures benefits not in
terms of cash, but rather in terms of hypothetical shares that
mirror the value of the enterprise or even the employee’s
specific division. As the company grows, so does the value of
the participant’s account. £

Ted Pettko is a shareholder at Schneider Downs & Company.
He can be reached at tpettko@schneiderdowns.com. Shad
Fagerland is retirement solutions manager at Schneider
Downs Wealth Management Advisors. He can be reached at
sfagerland@schneiderdowns.com.

New Research and Development Capitalization
Requirement Shuffles System

By Mark A. DiPietrantonio, CPA CCIFP

For tax years beginning before January 1, 2022, taxpayers
could deduct research and experimental (R&E) costs in the
year they were paid or incurred.

For years beginning after December 31, 2021, however,
Internal Revenue Code (IRC) Section 174 requires those
taxpayers to capitalize “specified R&E expenditures”
(including any amount incurred in connection with the
development of any software) and amortize the costs over
the five-year period beginning with the midpoint of the
tax year in which the expenditures are paid or incurred,
essentially allowing the taxpayer to deduct 10 percent of the
R&E expenses in Year 1.

A 15-year period (instead of the five-year) applies in the case
of any specified R&E expenditures attributable to foreign
research (IRC Section 174(a)(2)(B).

As an example, a calendar-year taxpayer typically pays
$1,500,000 of specified R&E expenses in a tax year beginning
after December 31, 2021. IRC Section 174 now requires that
taxpayers amortize the amount paid ($1,500,000) over 60
months at $25,000 per month in Year 1. The amortization
period begins at the midpoint of the tax year in which
the expenses are paid or incurred (July), so the taxpayer's
deduction for the first year would be $150,000.

This new R&E capitalization requirement has surprised some
taxpayers and resulted in a significant increase in their taxable
income for 2022. In the example above, the taxpayer would
have been allowed to deduct the entire $1,500,000 of R&E
expenses in a tax year that begins before 2022, but for any tax
year beginning after January 1, 2022, the taxpayer's taxable
income is $1,350,000 higher after capitalizing $1,500,000 of R&E
expenses and subtracting $150,000 of amortization expense.

Costs Includible for Section 174 Treatment

Agood starting point for determining which costs are required
to be capitalized under IRC Section 174 is the “qualified
research expenditures” that were used to calculate the R&E
credit under IRC Section 41 as a conforming amendment to
Code Sec. 41(d)(1)(A), which clarifies that after 2021, qualified
research relates to R&E expenditures that are amortizable
under IRC Section 174. Costs required to be capitalized
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under IRC Section 174 are even more broad.

The category “specified research or experimental
expenditures” used in IRC Section 174 generally includes
all costs incurred in the taxpayer’s trade or business related
to the development or improvement of a product that
would eliminate uncertainty concering the development
or improvement of a product. This includes both direct and
indirect costs of carrying out research or experimentation.

An example in the existing regulations — which have yet to
be updated to reflect provisions of the current law — includes
the following indirect and overhead costs as IRC Section 174
costs to the extent allocable to the research:

e Salaries

e Utilities (heat, light, power)

e  Drawings and models

*  Laboratory materials and other supplies related to research
*  Depreciation of the building attributable to the project

Other costs also required to be capitalized under IRC Section
174 include:

e 100 percent of qualified contract research expenses,
even though only 65 percent of these costs are permitted
when calculating the R&E credit under IRC Section 41

Other indirect costs that may need to be capitalized under
Section 174 include:

®  Payroll taxes

* Employee benefits
® Indirect labor

e Rent

e  Maintenance

® |nsurance

The change from the ability to fully deduct R&E expenses
to being required to capitalize is a change in method of
accounting for tax purposes.

The capitalization requirement under IRC Section 174 will
likely result in businesses allocating more of their operating
cash to fund taxes for years beginning after 2021. It will be
critical for taxpayers to consult with their advisors to comply
with the requirements of IRC Section 174 and to implement
other strategies to minimize their tax liabilities. @

Mark DiPietrantonio is a shareholder at Schneider Downs. He
can be reached at mdipietrantonio@schneiderdowns.com.
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MANAGEMENT PERSPECTIVE

MANAGING THE EFFECT OF CONSTRUCTION INFLATION WILL BE EASIER IN 2024

Few challenges have been as great for owners, architects,
and contractors since the pandemic as managing the cost of
construction. After a wrenching three years, cost escalation
eased in 2023, falling back to the historic two-to-four percent
annual increase. For 2024, participants on both sides of the
table can look forward to a full year of “normal” escalation
assumptions for the first time since 2020.

Normal escalation is not deflation, however, and costs are
not going to return to pre-pandemic levels. Estimates from
a variety of sources put construction costs anywhere from
18 to 28 percent ahead of where they would be if the pre-
2020 trajectory had not been altered. For that reason, there
is an obvious divide in the pipeline of proposed projects:
those budgeted before 2022 and those budgeted since. For
the former, progress will depend upon a significant increase
in budget, a significant decrease in scope, or a significant
change in the cost justification for the project.

There was rapid disinflation — the reduction in the rate
of inflation — throughout 2023 for both consumers and
businesses. By the end of 2023, the rate of consumerinflation,
measured by the consumer price index (CPI), had fallen by
nearly one-third from its summer 2022 high of nearly nine
percent. Producer prices fell more precipitously, dropping to
1.3 percent year-over-year in November 2023, and deflating
during the previous two months. The bellwether producer
price index (PPl) for new nonresidential buildings (see
below) fell to 0.6 percent year-over-year in October 2023
from a cyclical high of 24.1 percent in September 2022. Like
the overall PPI, the index for new nonresidential buildings
deflated as the year ended.

Producer Price Index for New
Nonresidential Building Construction
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The difference between deflation and disinflation is what is
causing discontent for consumers, who correctly perceive
that prices in general are higher, even though inflation
has fallen very close to pre-pandemic levels. Construction
professionals better understand the difference between the
two, or at least know that once inflation takes hold, there is
little turning back. The lingering question as 2024 begins is,
will the disinflationary trend continue? For the most part, the
evidence is clear that it will.

Two countervailing forces will determine construction
inflation in 2024. The more predictable force is the supply
chain inflation. Less predictable will be market forces, which
will impact both building product prices and final bid prices.

Accelerated inflation was a result of the demand for goods
and services normalizing when vaccines for COVID-19
became widely available in spring 2021, long before the
disrupted supply chain had normalized. In the U.S., this
condition was exacerbated by the injection of money for
consumers through the CARES Act of 2020, which included
the Paycheck Protection Plan, and the American Recovery
Plan of 2021. The impact of the federal funding abated by
2023 and the supply chain mostly normalized, but there are
lingering factors that will be influential market forces for
years to come.

The most influential of these is the labor shortage. Most

businesses were challenged to find enough workers in 2019,

even as the economy was slowing. Because demographics

were the root cause of this, the intervening four years have

exacerbated the problem. This tight labor market means
that wages are higher, and productivity is lower,
which adds costs to value-added products. So,
while certain building materials may cost less
now than a year ago, building products that are
manufactured from those products may not. The
steel market is an example of this phenomenon.
The price of raw steel products is 25 percent
lower than the May 2022 peak; however, the price
of fabricated steel products is down less than five
percent during the same period.

Demand for construction can also overpower
declines in raw material prices. The price of #2
diesel fuel was 33 percent lower in November
than a year ago, a trend that was driving the
price of asphalt at the plant (which is derived
from diesel) lower by 22 percent. Asphalt
paving mixture prices were essentially flat
year-over-year, however, and asphalt coatings
and prepared asphalt-based roofing were
more than three percent higher. Demand for
infrastructure construction has driven the price



of finished asphalt-based products higher than
the base material.

At the regional level, the other factor driving — ==
prices will be local competitive forces, including
the availability of skilled labor. These factors e
will cause the greatest variation from region to
region. Pittsburgh will not be a market where  ws
competitive forces or labor availability will be
mitigating factors for inflation. o

The majority of Pittsburgh’s nonresidential and
commercial construction workers are union
members. That means that most workers’
wage levels are established through long-term
contracts. Depending upon when contracts are
negotiated, wage rates can be higher or lower  #=
than the current market conditions dictate in
times when there is higher volatility. In previous
periods of higher inflation, there have been
contracts that locked in rates that later were out

of line with the marketplace. But, as 2024 begins,

it appears that scenario did not unfold during

the recent unusual period of escalation.

F ]

Dave Daquelente, executive director of the Master Builders’
Association of Western PA, which negotiates wage and benefit
contracts on behalf of 35 general contractors, would not
discuss the details of agreements with individual trades, but
was willing to share that the agreements in place contained
annual increases under four percent. All the agreements run
through at least 2026, but not past 2027. That means a high
degree of predictability about one significant factor in pricing
during the coming two or three years.

“The contracts for the three trades we deal with expired at
the end of May or June. Those are all locked in for at least
three years. The plumbers, | believe, are five years,” says Jay
Davis, president of SSM Industries. “The increases are in the
four percent range. We are not building unusual escalation
into our bids.”

“We agree. Pricing has leveled out now,” Jim Hyland,
partner, and vice president of business development at
Specified Systems Inc., a distributor, fabricator, and installer
of windows, storefront, and curtain wall. Asked if customers
are asking them to provide for escalation on long lead time
projects, Hyland says, “It's project dependent. It is definitely
a conversation being had. If we're asked, we are carrying
three to five percent.”

Davis notes that there has been relief on the commodity side
of procurement, although prices continue to vary. Indeed,
the market price for copper tube is almost 18 percent
lower and carbon steel pipe is eight percent lower than in
November 2022. The price of sheet steel, however, is more
than 27 percent higher.

Specialty contractors have been managing price volatility and
availability since the recovery from the pandemic kicked into
high gearin 2021. They are taking opportunities to substitute
materials that are falling in price when feasible. Overall, that

Producer Prices: Cement & Drywall
(Dec. 2003 = 100)
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sort of diligence is helping to moderate escalation.

"“Escalation has slowed but we have certainly not seen prices
return to pre-pandemic levels. We're back to year over year
levels that are typical,” says Todd Mikec, CEO of Lighthouse
Electric. “There have been price decreases in some of the
commodities. We are running aluminum conduit at the
airport because when we did a bulk buy aluminum was
cheaper, and the airport approved it. Now we're back to
shipping steel again because those prices have come down.”

The return to cost escalation that is predictable and modest
is a relief for contractors and construction managers, most of
which have been scrambling to try to meet clients’ budgets
for three years. For now, contractors see less risk of budget-
busting inflation.

"Prices have stabilized. There are not the crazy price swings
like there were in the last two years,” notes Brian Chlop,
chief estimator for Burchick Construction.

“If an owner were to ask us now what kind of escalation we
would need for a job that started next summer we would say
in the three to four percent range,” says Ron Cortes, vice
president of building operations at Mascaro. “That's based
on what'’s happening in the market right now.”

Asked if he was concerned about or aware of any products
or materials that were planning to implement price increases
over the current trend, Cortes was cautiously optimistic.

“We have not heard or seen any drastic price increases
being announced. Mascaro is a Butler Building rep. Butler
announced a price increase for after the first of the year,
but it was not abnormal, something in the couple percent
range,” he says.

For their part, owners seem to be more cautious about the
normalization of the supply chain and pricing.

“I think in many cases, we have seen a stabilization of the
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“We haven't been actively pricing anything
so it's hard to compare apples to apples to
judge how much escalation there has been.
Prices continue to be higher than we think,”
e says Michael Barnard, chief operating officer at

Oxford Development. “For what we forecast,
we rely a lot on the construction manager to see
what their suggestion is, based on the timing of
the construction. We plug in an extra four or five
a0 ¢ percent per year.”

Producer Prices: Steel & Fabricated Metal
{Dec 2003 = 100)

“Yes, we are seeing a return to ‘normal.” We're
trying to gauge each year off trend lines, currently
probably close to about three percent per year,”
says Scott Bernotas, vice chancellor of facilities
management at University of Pittsburgh.

SrBEERRRALRNRRHANNNRRDRRER The impact of disinflation appears to be
$333238882538838323383333% bifurcating between public and private projects.
cant e i Sag! rochict While the prices of materials, products, and

labor should not differ — Davis Bacon wage rates

apply to virtually all public projects, regardless
of whether the eventual contractor is union or not — there
are differences that may explain why public projects have
continued to come in dramatically over budget.

market. However, we are still using a five percent escalation
factor on proposed projects that won't start until early 2025,"
says Roger Altmeyer, vice president, construction,and
project development for UPMC. “The lead times for major
equipment is really the construction component that  On publicly funded projects, the preconstruction process
remains difficult to manage.” generally takes longer than is typical in the private sector.
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Depending onthe owner, public projectsrequire

. . iy Producer Prices: Lumber & #2 Diesel Fuel
public hearings, additional levels of approval,

and generally more hands on the project than (Dec 2023 = 100)

private projects. Bureaucracy and politics w0 w0
often slow public projects further. For even a p
small new public project, such as a municipal

building or K-12 school addition, the length of e
time from when the project is proposed until it~ ™ -
bids is two or three years. On larger projects, s

like the Airport Terminal Modernization . -
Program, the process will consume half a 0
decade before bidding occurs. That gives even - =
modest inflation a lot of opportunity to impact 1

the cost. When escalation is double digits, the = =
effect is magnified. If there is a discernible o -
trend in public construction escalation it is

that projects that are bidding at prices that "#:_zg3!_ﬁ_g;axgggﬁqggggaagagagxgzag 2
are closer to the budget are ones that have EE SN RSN SRR S S SRR RN
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more frequently' Source: Bureau of Labor Statistics, Federal Reserve Bank of St. Louis.
Compared to the last dramatic spike in

construction escalation, which occurred 40 years percent of the projects in the pipeline did not get underway
ago, the impact of the most recent bout of hyperinflation when expected. If construction escalation remains in its

has been mild. In 1982-1983, construction activity declined historical range going forward, expect activity to be more
precipitously. From 2021 to 2023, construction activity was predictable through the middle of the decade @
essentially flat, adjusted for inflation. That meant roughly 10
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TREND TO WATCH

THE PITTSBURGH REGION'S REAL POPULATION CRISIS
BY KEN ZAPINSKI

Allegheny County and the entire Pittsburgh region is
suffering from a population crisis that is unprecedented
anywhere in the U.S., and how the community deals with it
will have an impact for decades to come. There is a good
chance that what you have read about the problem has not
provided a clear understanding of its root causes.

Background: There is no place suffering from population
decline in the United States quite like Allegheny County
and the Pittsburgh region, according to a Pittsburgh Works
analysis of census data. In the decades since the great
industrial collapse and outmigration of the 1970s and 80s,
the region has seemingly become desensitized to the issue.
So much so that the unprecedented nature of our challenge
has gone largely unnoticed.

The Pittsburgh region is an example of where much of the
country is headed, with an aging population and
migration flows to the South and the West. We
have just arrived here sooner.

Chronic declining population can have an
impact on the economy, government services,
and quality of life. There is no model of how
to deal successfully with the challenge. If the
Pittsburgh region is to prosper in the future, we
will have to discover the answer ourselves.

To understand the magnitude of the problem,
we must start with the basics. Population
change is driven by two components:

* How do annual births compare to annual
deaths?

e How many people move into an area
compared to how many leave?

Among the country’s 50 largest metro regions, Pittsburgh
is the only one with a central urban core county (Allegheny)
where deaths outnumbered births between 2010 and
2020. This is a legacy of the outmigration of the 1970s and
1980s when families left the region looking for jobs. The
children and grandchildren that otherwise would have been
born here are instead living in Charlotte and Houston and
elsewhere.

But the problem does not end at the Allegheny County
border. Each of the other six counties in the metro region'
also experienced more deaths than births during the decade,
a combination not seen anywhere else in the country.

Between 2010 and 2020, 42,000 more people died in the
Pittsburgh region than were born, more than the combined
populations of Uniontown, Greensburg, and Butler.

Among the Top 50 metro regions, there was only one other
where deaths outnumbered births in the decade: Buffalo,
which suffered a gap of just 1,600.

Those numbers point to another trend unique to the
Pittsburgh region: The shrinking of the outlying suburban/
rural counties.

There were three Top 50 markets where the central urban
core county lost population in 2020: Cleveland (Cuyahoga),
Detroit (Wayne), and Milwaukee (Milwaukee.) In each of
those markets, nearly all the outlying counties grew during
the decade, providing a buffer against the shrinking core.

Allegheny County does not have that luxury. Two-thirds of
the outlying counties in the Pittsburgh MSA lost population
between 2010 and 2020, with only Butler and Washington
enjoying enough in-migration to offset their death rate.

But when the 2020 numbers came out,
Allegheny County had gained population
for the first time in 60 years. According

to a Pittsburgh Works analysis of census
data, rather than seeing a net decrease of
3,800 from people moving out, the county
welcomed 35,000 net new arrivals, more
than offsetting the number of deaths.

This is a phenomenon unlike anywhere else in the country.
There are 358 outlying suburban/rural counties that are
included as part of the 50 largest metro regions as defined
by the federal Office of Management & Budget. Only 59 of
them lost population during the decade.

Four of Pittsburgh’s six outlying counties landed on that list,
and all of them were among the counties with the largest
population loss.

The seven-county Pittsburgh region grew by 0.6 percent
between 2010 and 2020, lagging far behind Pennsylvania’s
2.4 percent growth and the U.S. overall growth of 7.4 percent.
It was the third-slowest rate among the Top 50 markets.

And if the most recent census estimates are to be believed,
Pittsburgh is among the major metros that have lost
population since 2020, alongside places such as Chicago,
Cleveland, Detroit, Milwaukee, and Baltimore.
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Suburban/Rural Counties with Greatest Population Loss, 2010-2020

Among 50 Largest Metro Regions

County Population Loss % Change
St.Lovis | St.Clair County I._____ | 12,656 -4.7%
Pittsburgh | Westmoreland County, PA -10,506 | -2.9% |
Pittshurgh | Fayette County, PA 7,802 | -5.7%
MNew York City | Sussex County, NJ -5.044 -3.4%
| Charlotte | Anson County, NC 4,893 ]  -18.2%
Chicago DeKalb County, IL -4,740 -4.5%
Buffalo Miagara County, NY -3,803 | -1.8%
| New Orleans | St. John the Baptist Parish, LA -3,447 | -7.5% |
| St.louis | Madison County, IL_ 3423 1.3%)]
'__r'n._"l_-_smph'rs Marshall County, M5 -3,392 -9.1%
| Pittsburgh | Armstrong County, PA 3383 -a0%|
| Hartford Tolland County, CT -2,903 -1.9%
St.louis | Macoupin County, IL_ I 2,798 5.0%|
f Memphis | Crittenden County, AR -2,739 | -5.4% |
| Datroit 5t. Clair County, M| -2,657 -1.6%
| Pittsburgh | Beaver County, PA -2,324 | -1.4% |
| New York City | Putnam County, NJ 2,042 | -2.0% |
| New Orleans | St. James Parish, LA -1,910 | -5.6% |
| Virginia Beach | Gates County, NC -1,/19 | -14.1% |
| Indianapolis | Madison County, IN -1,507 | -1.1% |

This list underscores the greatest challenge facing the
Pittsburgh region: In each of those other places, all or most

TRAINED.

of the population loss is from more
people leaving than arriving.

If those shrinking places can find a
way to convince people to stay by
lowering taxes, or fighting crime, or
offering more economic opportunity,
or providing a better quality of life,
they can reverse the trend.

In Pittsburgh, according to census
estimates, 94 percent of the
population loss is a result of people
simply dying off.

Combating this demographic trend
is far more difficult. You need to
attract people, including younger
people and families who in turn will
raise children here.

Consider Detroit and Wayne County.
Between 2010 and 2020, so many
people left the county - more than
77,000 net decline - that the county
would have shrunk by more than 4
percent. But because of the birth rate
of the remaining residents, most of

those departures were offset by new babies.
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Contrast that to Westmoreland County. More people moved
to the county than left in the last decade. But because of the
overwhelming number of deaths, the county’s population
shrunk by nearly 3 percent.

If there is one glimmer of hope, it's possible that the current
census estimates are not as bad as they appear to be.

In the years leading up to the 2020 Census, the Census
Bureau estimated that Allegheny County had shrunk during
the decade, not attracting enough new residents to offset
the birth-death imbalance.

But when the 2020 numbers came out, Allegheny County
had gained population for the first time in 60 years.?
According to a Pittsburgh Works analysis of census data,
rather than seeing a net decrease of 3,800 from people
moving out, the county welcomed 35,000 net new arrivals,®
more than offsetting the number of deaths.

Still, it's impossible to ignore that Allegheny County and the
Pittsburgh region face a uniquely challenging population
crisis. If policy makers cannot reverse the trends, then they
will have to develop plans to deal with a shrinking but aging
population and a smaller economy.

No one has spent more time studying the region’s population
trends and their significance than Chris Briem, a regional
economist with Pitt’s Center for Social & Urban Research.
Earlier this year, he recommended the book Shrinking Cities

in a Shrinking World: Learning to Thrive Without Growth, by
urban scholar Alan Mallach, as required reading for every
public leader across Western PA. In the book’s introduction,
Mallach lays out a challenge that should resonate with
Pittsburgh’s regional leaders:

“I will explore what these forces mean for the future of
shrinking cities in the United States and the challenges they
will face. How will a country for which growth has always
been central to its identity accept the reality of population
loss, of becoming a smaller country?” @

1 The seven-county Pittsburgh MSA as previously defined by the
federal Office of Management & Budget (Allegheny, Armstrong,
Beaver, Butler, Fayette, Washington, Westmoreland.} Lawrence
County was added to the Pittsburgh MSA on July 1, 2023, but is
not included in any of the “regional” analysis unless noted.

2  https://www.pghcitypaper.com/news/allegheny-county-gains-
population-for-first-time-in-six-decades-says- census-20001909

3 The net migration numbers are determined by subtracting the
birth-death (natural change} estimates for 2010-2020 from the
population totals from the 2020 Census.

Ken Zapinski is director of research & public policy at
Pittsburgh Works Together, a nonpartisan business-organized
labor-workforce- economic development alliance working to
grow jobs and expand the industries that are the foundation
of our economy, including energy, manufacturing, and
construction, to provide opportunity for all residents. He can
be reached at ken@pghworks.com or 412-352-4364.

FleseTime
SUSLONTELS)
ONE FREE
MONTH

Valid on a 7+ month lease

i TRIUMPH

M O D U

A TECNO FAST COMPANY?®

*Limit one per customer,
max $2,500/month lease

Triumph Modular is your local source for:
¢ Temporary mobile offices
¢ Mobile Classrooms
¢ Permanent Modular Buildings
¢ And more!

For first-class customer service, quality
equipment, and industry expertise
Contact Matt Dickinson
mdickinson@triumphmodular.com

800-257-2536 | TriumphModular.com 724-709-9806
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v ESWP COMMERCIAL AWARD WINNER

Y,
Y

=

LLI ENGINE EREN&

a century of innovative engineering solutions

AHN WEXFORD CCHP PLANT

[ L

Rocky Bleier
Construction
G Group

Managem ent

Lol

BuildwithRBCG.com

i A

412.446.1722 %’%4}
100 W Main Street | Sulte 100 | Cornegie, PA 15106 s :m ._ ’
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INDUSTRY & COMMUNITY NEWS
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(3) Clark Hil

From our integrated business platform
to our experienced attorneys, our
full-service construction practice
never stops delivering the results
you deserve.

clarkhill.com | 412.394.2428

Simply
Smarter.

This material may be deemed “Attorney Advertising”
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SHORE Superior Performance Products
—r Corporation

@.S‘HOHEBESZ

Stain Removers Concrete Treatment &
Tell Us About Your for Professional | Sealers for Professional

Cleaning Needs Masonry Cleaning Concrete Cleaning

* Specialized Stain * Copper + Gum Remover
Removing Systems - Efflorescence - Sealers

« Concrete Cleaning « Oxidation * Repellants

» Building Maintenance * Rust « EIFS Cleaners

« Building Restoration - 0il + Degreasers

. Masonry Protection « Calcium « Con-D-Soil

« Graffiti Remover

ClRiEEE SHORE Solutions for Professional

412.471.3330
Sales@ShoreCorporation.com
ShoreCorporation.com

2305 Duss Ave, Suite 3 See you at World of Concrete 2024!
Ambridge, PA 15003 Look for us at Booth #511351

Corporation Car Care Operators
@ Automotive « Cars * Trucks

Care Solutions .« Boats «RVs

Powered

Y
~ people

. Avison Young creates real economic, social and environmental value as a global
real estate advisor, powered by people. Our integrated talent realizes the full
potential of real estate by using global intelligence platforms that provide clients
with insights and advantage. Together, we can create healthy, productive
workplaces for employees, cities that are centers for prosperity for their citizens,
and built spaces and places that create a net benefit to the economy, the
environment and the community.

A

https://www.avisonyoung.us/en_US/web/pittsburgh

Brad Totten

Principal & Managing Director
. Four PPG Place

. Pittsburgh, PA 15222
D:412.944.2132

To learn more, please contact us at: AVISON PANAGED
brad.totten@avisonyoung.com YOUNG COMPANIES
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BUILD.SERVE. CUNNECT

SAFE RIGHT. FAST

[.LIGHTHOUSE
ELECTRIC

ELECTRICAL CONTRACTORS
RIGHT.[IZI5A

Eastern Atlantic States
REGIONAL COUNCIL OF CARPENTERS

® Over 40,000 highly skilled Carpenters i e earid
® Over 90,000 sq. ft. state of the art J.A.T.C. e Rl
® Trained in all aspects of Carpentry R - o,

Commercial | Mill Cabinet | Millwrights | Heavy Highway

Pile Drivers | Floor Coverers | Residential

Pennsylvania | New Jersey | Maryland | West Virginia
Virginia | Delaware | District of Columbia
eascarpenters.org | 412.922.6200
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Kalkreuth

Roofing and Sheet Metal

Full-Service Exterior Envelope Contractor

New Construction

Roof Replacement

Exterior Cladding

Metal Fabrication

Maintenance & Repairs

24/7 Emergency Response

800-683-4586 | www.krsm.net

Wheeling, WV | Frederick, MD | Columbus, OH |
Lexington, KY | Pittsburgh, PA

BreakingGround January/February 2024 57



DREAM IT. FUND IT.

Engineering | Planning | Infrastructure Solutions
wwiw.hrg-inc.com

KIRBY ELECTRIC INC.
75 Years and Going Strong!

Commercial ® Design/Build
Industrial ® Institutional

KirbyElectricinc.com * 724-772-1800
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Reserve space in the
March/April Edition

412-837-6971

kkukish@talltimbergroup.com

THAT GO BEYOND

= SOLUTION

McNees Wallace & MNurick’s team of 35
construction and real estate attorneys are
committed to helping clients meet their project
goals. We are a multidisciplinary firm with more
than 150 attorneys which allows clients to
leverage our collective experience in;

We offer solutions that go beyond traditional
legal advice through our ancillary
businesses that provide consulting services:

= Marketing

« Public Relations
» Crisis Communications
- Government Relations
« Human Resources

LEGAL ADVICE

« Construction

« Surety and Insurance

+ Real Estate

+ Employment

« Tax

« Energy & Environmental
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Need it? Call us. Done.

Quality rental equipment and bypass & dewatering services

We provide equipment rentals and water transfer services for the
municipal, construction, manufacturing, and industrial sectors.
Within our fleet, we carry Atlas Copco pumps, compressors,
and generators. In addition, we carry temporary piping, filtration
equipment, light plants, and heaters available to rent.

Our team at can deliver solutions for complex
water management projects, including temporary pipeline,
specialized filtration, and maintenance events.

Rapid response service

Sewer bypass, dewatering, and water transfer

Temporary pipelines

WaterForce™ State-of-the-art controls and remote monitoring

Emergency rentals available on a 24/7 basis

Visit FieldForceRentals.com, call 717-508-0550, @ Fi e I d Fo r Ce

or email Ask@FieldForceRentals.com to learn more
or request a quote. Rentals - Services - Sales
a division of Keystone Clearwater Solutions

ZREWD»  UPCOMING EVENTS

JUNE
2024

EVERY MAY
MONTH 20

Annual Clays
Shoot

Tuesday Annual Golf
Coffee CREW Outing

pittsburgh.crewnetwork.org
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AWARDS & CONTRACTS

FMS Construction was awarded a $2.7 million contract for
the general construction portion of the $3.6 million Center
Township Municipal Building renovation. Lennon Smith
Souleret is the project's engineer.

Mercy Health-Youngstown and Lifepoint Behavioral Health
selected Massaro Corporation as construction manager
for its new $35 million Mercy Health Rehabilitation Hospital
in Youngstown OH. The architect for the 72,000 square foot
new facility is Stengel Hill Architecture.

Allegheny County Airport Authority awarded Massaro
Corporation the $12,659,000 contract for the general
construction portion of the $27.8 million Customs and
Border Protection package for the Terminal Modernization
Program. The architect for the 65,000 square foot facility is
Gensler/HDR joint venture.

Massaro Corporation was the successful general contractor
on the conversion of first floor of the former Oil City National
Bank for the Venango County Economic Development
Corporation. The architect for the $4.6 million renovation is
DesignLAB Architects.

AIMS Construction was awarded the $2.8 Multi-Specialty
Physicians Office Renovation at the St. Clair Professional
Office Building at the St. Clair Hospital campus in Mt.
Lebanon. The architect is MCF Architects.

University of Pittsburgh awarded AIMS Construction a
contract for the Vice-Dean’s Suite Renovation, Scaife Hall
Level 5. The architect is Moshier Studio.

AIMS Construction is the contractor for the Retail Cooler
Replacement at UPMC Shadyside Hospital. AE Works LTD
is the architect.

Carnegie Mellon University awarded AIMS Construction
a contract for the Tepper School of Business Suite 4400
Renovation. The architect is Rothschild Doyno Collaborative.

Allegheny College selected the design-build team of
Rothschild Doyno Collaborative and Mosites Construction
for its multi-phase $15 million renovation of Reis Hall in
Meadbville, PA.

Pittsburgh Regional Transit awarded a $10 million contract
to Mosites Construction for general trades construction
for the West Mifflin Garage Equipment Replacement
and Facilities Improvement. The $12 million project was
designed by Whitman Requardt & Associates.

G. M. McCrossin Inc. was awarded a $4.9 million contract
by Pittsburgh Water and Sewer Authority for the general/
mechanical construction for the Lanpher Reservoir Booster

Disinfection Improvements. Arcadis is the project’s engineer.

In East Syracuse, NY, Rycon’s Special Projects Group is
the general contractor responsible for converting a vacant
8,400 square foot retail space into a new $1.4 million
cannabis dispensary.

Oxford Development Company chose Rycon’s Special
Projects Group for the $1 million Design-Build fit-out for a
9,000 square foot Wine & Spirits location in Pittsburgh, PA.

Dick’s Sporting Goods selected Rycon’s Special Projects
Group to renovate the 21,000 square foot Golf Galaxy store
in San Diego, CA.

Rycon'’s Special Projects Group is the construction manager
responsible for the renovation of the fire alarm and sprinkler
system at a warehouse for a medical device company in
Murrysville, PA.

Rycon'’s Special Projects Group is the general contractor
building a $2.9 million, 3,700 square foot new Chase Bank
building in Reynoldsburg, OH.

Starbucks selected Rycon’s Special Projects Group as the
general contractor responsible for renovating two locations
totaling over $1 million in Princeton, WV and Barboursville,
WV.

In Pittsburgh, PA, Rycon’s Building Group is construction
manager for the 56,000 square foot three-story vertical
expansion on top of the existing mid-campus parking
garage to expand and enhance Children’s Hospital’s
cardiology program.

As part of the $1.4 billion Terminal Modernization Program
at Pittsburgh International Airport, Rycon'’s Building Group
was the successful low bidder for the $7.9 million, 28,800
square foot airline fit-out package.

DiMarco Construction was awarded the general
construction contract for the renovations to the Steel
Center for Career and Technical Education in Jefferson
Hills Borough. The architect for the $25.4 million project is
HHSDR Architects & Engineers.

PJ Dick Inc. is the general contractor for the $20 million
Penn Lincoln Apartments mixed-use development in
Wilkinsburg, PA. The project includes 41 units of apartments
and approximately 12,000 square feet of ground floor
commercial space. The architect is Bohlin Cywinski Jackson.

PJ Dick is providing CM Agency services to Kiski Area
School District for 100,000 square feet of comprehensive
renovations to the Intermediate School.

BreakingGround January/February 2024
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PJ Dick is the CM at risk for construction of the 8,000
square foot Brady’s Run Educational Discovery Center,
a state-of-the-art, hands-on learning facility designed to
engage and educate the public community on recycling
and environmental awareness.

Pittsburgh Water and Sewer Authority awarded PJ Dick the
general construction contract for the new Highland Reservoir
Pump Station. The project includes the construction of

a new pump station at the Highland Reservoir, including
civil, structural, architectural, and mechanical work as well
as work at the existing rising main gate house. Following
completion of the new work, the existing pump station will
be demolished.

The Citizens Science Lab selected A. Martini & Co. as
general contractor for its $4 million Citizens Lab Renovation
in the Hill District community of Pittsburgh. The architect is

GBBN Architecture.

A. Martini & Co. was awarded the general
construction contract for the new 70,000
square foot tenant fit out for the law firm of
Dickie McCamey & Chilcote to be relocated
to 4 Gateway Center. The architect is Perkin
Eastman.

Shake Shack selected A. Martini & Co.
to be the general contractor for their first
location in Pittsburgh to be located at the
Terminal Building in the Strip District. The
$1.500,000 contract is for the 2,300 square
foot fit-out. The architect is Bergmeyer.

A. Martini & Co. was awarded the interior
renovation for the law firm of Weber
Gallagher in 6 PPG on the 11th floor. This
5,000 square foot space was designed by
Indovina Associates Architects.

RESTORING
THE PAST &
BUILDING
THE FUTURE
INOUR
PITTSBURGH
REGION

Rob Roy Industries selected A. Martini
& Co. to be its general contractor for the
renovation of their offices located in Verona.
Bridgette Pavlik is the interior designer for
the space.

A. Martini & Co. was selected to be the
general contractor for the fagade renovation
of the Neighborhood North - Children’s
Museum of Play located in Beaver Falls.
Draw Collective is the architect.

Veteran Leadership Program selected Dick
Building Co. as general contractor for its $5
million renovation of the Good Shepherd
School in Braddock, PA. AE Works is the
architect for the adaptive re-use of the
former school to transitional housing, career
development, wellness  programming,
and other supportive service for veterans,
as well as offices for Veterans Leadership
Program.

SINCE 1957.

Pittsburgh Water and Sewer Authority
(PWSA) awarded a contract to Caliber
Contracting  Services for  general
construction on its $1.3 million security
renovations at the PWSA main water
treatment plant.

WWW.JENDOCO.COM (412) 361.4500
2000 LINCOLN ROAD - PITTSBURGH, PA 15235

L JENDOCO

CANSIRBCTIION CARPORLATION
Restoring the Past Building the Future
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Landau Building Company is nearing completion on the  Turner Construction was selected as general contractor
second phase of the Grossing Station Lab Renovation  for the tenant improvements for Federal Home Loan Bank
at AHN'’s Forbes Hospital. DRS Architects is the design at One Oxford Centre. The architect for the 50,000 square

professional.

Landau Building Company is working alongside CPL
Architecture on the UPMC Hillman Cancer Center CT
Replacement project at Heritage Valley Beaver Hospital.

Landau Building Company is serving as the general

contractor for the Butler VA Health Care
Center Infusion Clinic project. Oxford
Development is the owner’s representative,
and Stantec is the design professional. The
project involves the interior renovation
of a former childcare area and adjacent
conference space to be converted into an
infusion clinic.

Landau Building Company has started
work on the 5,700 square foot office
expansion project for SeqgCenter, a life
sciences company specializing in genetic
sequencing services, located in RIDC's The
Chocolate Factory. NEXT architecture is the
design professional.

Marks-Landau Construction was
selected as the general contractor for
the 7th Floor Progressive Care Unit
Renovation at WVUM'’s United Hospital
Center. This project involves converting
an existing behavioral health unit into
an 18-patient bed progressive care
unit, with Gresham Smith serving as the
design professional.

The General Services Administration
selected Burchick Construction as
general contractor for the $26 million
first phase of the Federal Courthouse
Modernization in Clarksburg, WV. The
project architect for the renovation of the
76,455 square foot historic courthouse is
MTFA Architecture.

Shannon Construction is the construction
manager-agency for the Commonwealth
Charter  Academy's  $15-20  million
Monongahela facility. The architect for the
renovation of 1200 Chess Street is Strada
Architecture LLC.

Bethel Park School District awarded a $76.7
million contract to Rycon Construction
for the general construction portion of its
new $108 million elementary school. The
architect is DRAW Collective.

foot buildout is Perkins Eastman Architects.

RUTHRAUFF ©® SAUER

Engineers / Mechanical Contractors

www.ruthrauffsauer.com
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MICA members are interior contractors who share a common
mission: to provide their customers with the highest quality
craftsmanship. We partner with the union trades that supply the
best trained, safest and most productive craftsmen in the industry.

Alliance Drywall Interiors, Inc. T. D. Patrinos Painting

Easley & Rivers, Inc. & Contracting Company

Giffin Interior & Fixture, Inc. Precision Builders Inc.

JLJI Enterprises RAM Acoustical Corporation

J. J. Morris & Sons, Inc. Schlaegle Design Build Associates
Wyatt Inc.

Pittsburgh Theological Seminary - Clifford E. Barbour Library
Interiors contractor: Wyatt, Inc.
Another high quality MICA project

CONTRACTORS & DEVELOPERS

Look what IUOE Local 66 can do for you.

For over 100 years Local 66, in partnership with our employers, has been k.
committed to providing qualified and competent Operating Engineers. Workl ng d

For Local 66, meeting your short and long term employment needs is Together

a priority.
The Operating Engineers lead the nation in pipeline training.

The best trained, most capable work force. Professional tradesman and

tradeswomen have received the specialty training needed to meet the 1o Bu“da g% > Fl"t r"e m

complex challenges of your project. Energy’ and Plpfg,lgme Construction.
e -

Services you can count on. We’'ll work with you to answer any questions ""*

or solve any problems at your convenience. IUOE Local 66 Headquarters

Smart business know-how. You’ll benefit from our years of experience LLL Zeta Drive

and a proven track record we bring to the job. Pltts.burgh 5]&"1523'8_

Bottom-line dollar-for-dollar value. Value is bringing the highest 41?'968'9129-.
professional and performance standards to your job site - from the ] e o
beginning of a project to its completion. We at Local 66 are committed  BIGTIIATTTo[-1o{ W] < S
to being the premier value provider of Operating Engineers in the region. 2
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FACES & NEW PLACES

Brandon Mendoza joined the Master Builders’ Association
as its new director of public and government affairs. Mendoza
most recently served as executive director of NAIOP
Pittsburgh. He is a graduate of Lock Haven University and
earned a master’s degree in public administration from the
University of Pittsburgh.

AIMS Construction hired Brad Guenther as assistant
superintendent.

On November 6, Ted Kartofilis joined Mascaro as
construction quality control manager. He has over 30 years’
construction experience on bridges, buildings, and industrial
facilities in capacities from field engineer to construction
manager to vice president.

Dayton Biehl joined Mascaro as mechanical electrical
plumbing coordinator on November 6. He has over 12 years
of superintendent and project management experience.

Austin Patterson joined Mascaro as health safety and
environmental manager on November 6. He has overseen
work across Colorado, Pennsylvania, Ohio, Maryland, North
Carolina, Virginia, and New Jersey.

Paige Gillespie, a York College of Pennsylvania alumna,
has joined Rycon’s accounting department in Pittsburgh as
accounts payable / accounts receivable.

Melissa Love, a Robert Morris alumna, has joined Rycon
Pittsburgh’s accounting department as accounts payable.

Erin Hungerman joined PJ Dick family of companies as
assistant equal employment opportunity (EEO) officer. Erin
brings more than 15 years of experience working a similar
role in higher education, specifically managing on-campus
housing, student disciplinary processes, conducting
policy violation investigations, and engaging in conflict
management/mediation.

Justine McKloskey, was hired as receptionist/administrative
assistant for the PJ Dick family of companies.

Preston Macready joined PJ Dick’s Construction Services
Group - Metalfab division as an estimator/project manager. He
graduated from University of Pittsburgh with a Bachelor of Science
in engineering and has seven years of industry experience.

Jeff Stouden joined PJ Dick as a mechanical-electrical-
plumbing coordinator at the Terminal Modernization
Program. He has previous experience working for a custom
luxury home builder and regional contractors.

Allison Martini has joined A. Martini & Co. to fill the role of
estimating administrator and assistant business development
associate. Allison is a fourth generation Martini joining her
family firm. Her previous position was as a sales representative
located in Philadelphia. She earned a business management
degree from the University of Alabama.

Reserve space in the
Spring 2024 Edition
DevelopingPittsburgh

Sharpsburg, Millvale and Etna are on
the upswing. What towns will be next?

2023 NAIOP Awards

L.r '{"\‘

(L

Contact Karen Kukish
412-837-6971
kkukish@talltimbergroup.com
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M

Miller Information Systems

MIS, strives to offer specialty IT
services for businesses with high
telecommunication, data and security
needs. We are able to meet all of your
IT needs including all other low volt-
age applications that are migrating to
the Network.

(412) 781-5000
Millerinfosys.com
4068 Mt Royal Blvd. Allison Park PA 15101

We are
Pittsburgh

Commercial Real Estate
Growing | Thriving

Keeping pace with commercial real estate
in a growing city is not always easy.
Whether you are an investor, landlord or
tenant, Colliers International | Pittsburgh’s
experts will guide your organization
through this ever-changing landscape.

* Office * Industrial * Investment ¢ Retail
* Valuation ¢ Property Management

colliers.com/pittsburgh 412 321 4200
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Accelerating success.

Megan Corrie has rejoined Turner as project
preconstruction manager. Over her nearly fourteen-
year career with Turner, she has held positions in
both project management and procurement.

Andrew Cedillo has joined Turner as an
engineering assistant and is working with its
Interiors Department.

Tyrell Minniefield has joined Turner as an
engineering assistant and is currently assigned to
the Pittsburgh International Airport, Multi-Modal
Complex project.

Joe Sager has joined Turner as an engineering
assistant and is working in its Interiors Department.

Melissa Bonelli joined Massaro Corporation as
a project engineer on October 31. Bonelli has
been involved in project engineering and job site
administration for more than a decade. She is a
graduate of PennWest California with a degree in
Industrial/Organizational Psychology.

Courtney Williams joined Massaro Corporation
as a project manager in November. Williams has
been a project manager working in commercial
construction since 2011. She has a Bachelor of
Engineering, Architectural Engineering degree
from Penn State University.

Massaro Corporation announced that Kevin Vasil
was hired as superintendent on October 17, 2023.

Brian Katanick joined Massaro Corporation as
superintendent on October 31, 2023.

Wes Boggs joined Massaro Corporation on
November 21, 2023, as warehouseman.

Massaro Construction Management Services
announced that Matt Helm was hired as site
manager in its State College, PA office on
December 5, 2023. Helm is a graduate of Penn
State University with a degree in Wildlife, Fish,
and Wildlands Science and Management.

Massaro Corporation announced that PR.
Caracciolo joined the company as a project
engineer. Caracciolo is a graduate of Mount
Aloysius College.

Crissy Crovak joined Massaro Corporation as a
project accountant.

Michael Baker International announced that
John Robinson had joined the company as office
executive for its Pittsburgh office. Robinson is a
graduate of the University of Kansas. He earned
an MBA from Carnegie Mellon University Tepper
School of Business.
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EVENING of NN
EXCELLENCE AWARDS

EAT.
DRINK.
CELEBRATE.

FEBRUARY 29, 2024

Acrisure Stadium, UPMC Club, 5-9 P.M.
RSVP by February 15, 2024

Sponsorship opportunities also available.
Learn more at info@mbawpa.org
or call 412.922.3912.

Register now at mbawpa.org

Pictured: 2022 Crystal Award Winner — The Assembly
Contractor: Turner Construction Owner: Wexford Science & Technology

Architects: ZGF Architects



RANI Acoustical 05@@ 4 @ec@dea

Dedicated Professionals ..... Superior Customer Service

Commonwealth Charter Academy
A Public Cyber Charter School
+Location: Feeder Canal Building, 647 Main St. Johnstown, PA
A four-floor Johnstown family service center.
eIncludes: a welcome center on the first floor and
teacher’s working spaces on the upper floors.
+CCA: a Cyber School with a physical presence.

RAM: Proud Partners with Shannon Construction

) ‘ ' P.0. Box 908
I \ ‘ z 608 Second Avenue
A 3 &" " Beaver Falls, PA 15010
Acoustical Corporation (W aﬁgzw

www.ramacorp.net
|

ot Phone: 724-846-6800 m Fax: 724-846-6033

-

Come and Discover Steamfitters Local #449’s
New State-of-the-Art Technology Center

5
ot . located in Harmony PA.

Call to make an appointment:

& B = J"' -
e © m’ni: v :'::..,mi!r:b";';';,‘_a ' 412-481-0333

wra'w

Prepare and Train Today,
for Tomorrow’s Future Success

Business Manager: Kenneth J. Broadbent
Secretary Treasurer: James A. Harding

Training Directors: Thomas Doran, Jr. & Brad Tisdale

Business Agents: Nicholas Kappas, James Kirsch,
Robert Lorenzi, Jr., William Panitzke, James Reynolds,

WWW. u 3449 " COm William Yocum
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MBA MEMBERSHIP

2023 MBA OFFICERS

President
Raymond A. Volpatt, Jr., PE.
Volpatt Construction Corporation

Vice President and Treasurer
Michael R. Mascaro
Mascaro Construction Company, LP

Secretary/Executive Director
David D. Daquelente

2023 MBA
BOARD OF DIRECTORS

John Paul Busse

F.J. Busse Company, Inc.
Alexander G. Dick

Dick Building Company

JamesT. Frantz

TEDCO Construction Corporation
Michael Kuhn

Jendoco Construction Corporation
Jeffrey C. Landau

Landau Building Company
Anthony F. Martini

A. Martini & Co.

Steven M. Massaro, Past President
Massaro Corporation

David P. Meuschke

Burchick Construction Company, Inc.
M. Dean Mosites

Mosites Construction Company
Jake Ploeger

PJ Dick Incorporated

Jodi L. Rennie

Turner Construction Company
John W. Sabatos

Rycon Construction, Inc.

Fredrick T. Episcopo (MICA President)
Wyatt, Inc.

GENERAL CONTRACTORS

A. Martini & Co.

AIMS Construction

The Albert M. Higley Company, LLC
Allegheny Construction Group, Inc.
Burchick Construction Company, Inc.
Caliber Contracting Services, Inc.
Carl Walker Construction, Inc.
CH&D Enterprise, Inc.

Dick Building Company

DiMarco Construction Co., Inc.

E&G Development, Inc.

F.J. Busse Company, Inc.

Facility Support Services, LLC

FMS Construction Company

Fred L. Burns, Inc.

Independence Excavating, Inc.
Jendoco Construction Corporation
Kokosing Industrial Incorporated
Landau Building Company
Mascaro Construction Company, LP
Massaro Corporation

McCrossin

Menard USA

Mosites Construction Company
Nicholson Construction Company
PJ Dick Incorporated

Rocky Bleier Construction Group
Rycon Construction, Inc.

Shannon Construction Company
Spartan Construction Services, Inc.
Stevens Engineers & Constructors, Inc.
TEDCO Construction Corporation
Turner Construction Company

Uhl Construction Company
Volpatt Construction Corporation

SPECIALTY CONTRACTORS

ACrane Rental, LLC

A. Folino Construction, Inc.
A.J.Vater & Company, Inc.

Abate lrwin, Inc.

ABMECH Acquisitions, LLC

ACE Lightning Protection Inc.
Advantage Steel & Construction, LLC
All Crane Rental of Pennsylvania, LLC
Alliance Drywall Interiors, Inc.
Amelie Construction & Supply, LLC
Amthor Steel, Inc.

Brayman Construction Corporation
Bristol Environmental, Inc.
Bruce-Merrilees Electric Co.

Bryan Construction, Inc.

Burke & Company, LLC dba S.P. McCarl &
Company

Burnham Industrial Contractors, Inc.
Centerpoint Painting Systems, LLC.
Century Steel Erectors Co., LP
Clista Electric, Inc.

Cost Company

Costa Contracting, Inc.

Cuddy Roofing Company, Inc.

D-M Products, Inc.

Dagostino Electronic Services

Dom DeMarco Construction, Inc.
Donley's Concrete Group

Douglass Pile Company, Inc.
Easley &Rivers, Inc.

EMCOR Services Scalise Industries
Fay, S&B USA Construction

Ferry Electric Company

Flooring Contractors of Pittsburgh
Franco Associates

G. Kidd, Inc.

Gaven Industries, Inc.

Giffin Interior & Fixture, Inc.
Gregori Construction, Inc.
Gumpher, Inc.

Gunning, Inc.

Geo. V. Hamilton, Inc.

Hanlon Electric Company

Harris Masonry, Inc.

Hatzel & Buehler, Inc.

HOFF Enterprises, Inc.

Howard Concrete Pumping, Inc.
Hunt Valley Environmental, LLC
J.J. Morris & Sons, Inc.

JUI Enterprises, Inc.

Kalkreuth Roofing & Sheet Metal, Inc.
KELLER North America

Keystone Electrical Systems, Inc.
Kirby Electric, Inc.

Kusler Masonry, Inc.

L &E Concrete Pumping Inc.

Lanco Electric, Inc.

Lighthouse Electric Company, Inc.
Limbach Company, LLC

Lisanti Painting Company

Marsa, Inc.

Massaro Industries, Inc.

Master Woodcraft Corporation
Matcon Diamond, Inc.

Maxim Crane Works, LP

McCrossin Foundations, LLC
McKamish, Inc.

Mele & Mele & Sons, Inc.

Mohawk Construction & Supply, Inc.
NAES Power Contractors

Next 150 Construction, LLC
Noralco Corporation

Paramount Flooring Associates, Inc.
Phoenix Roofing, Inc.

Pittsburgh Interior Systems, Inc.
Precision Environmental Company
RAM Acoustical Corporation
Redstone Flooring, LLC

Renick Brothers Construction Co.
Richard Goettle, Inc.

Right Electric, Inc.

Ruthrauff | Sauer, LLC

Saint's Painting Company, Inc.
Sargent Electric Company
Schindler Elevator

Schlaegle Design Build Associates, Inc.
Schnabel Foundation Company
Specified Systems, Inc.

Spectrum Environmental, Inc.
SSM Industries, Inc.

Swank Construction Company, LLC
T.D. Patrinos Painting & Contracting Company
TRE Construction

Tri-State Flooring, Inc.

W.G. Tomko, Inc.

W.0. Grubb Steel Erection, Inc.
Wayne Crouse, Inc.

Wright Commercial Floors

Wyatt, Incorporated

AFFILIATE MEMBERS

4CTechnologies

84 Lumber

ADMAR Construction Equipment and Supply
ADP

Aeropol LLC

AEC Online Store LLC

African American Chamber of Commerce of
Western PA

Allegheny County Airport Authority-
Pittsburgh International Airport

Alliant

American Contractors Insurance Group

American Producers Supply Company

Amerisafe Group

AmeriServ Trust and Financial Services Company

A.R.Chambers & Son, Inc.

Assured Partners of PA, LLC

Atlantic Engineering Services

Atlas Marketing

Atlas Wholesale Co., Inc.

AUROS Group

Babst | Calland

Baker Tilly Virchow Krause, LLP

BDO USA, LLP

Beth-Hanover Supply Co., Inc.

Black Diamond Equipment Rental

Bowles Rice

Bronder & Company, P.C.

Building Point Ohio Valley

Burns & Scalo Real Estate Services, Inc.

Burns White, LLC

Cadnetics, Inc.

Case|Sabatini

CENTRIA

Chartwell Investment Partners

Chubb Group of Insurance Companies

Civil & Environmental Consultants, Inc.

Clark Hill PLC

Cleveland Brothers Equipment Co., Inc.

CliftonLarsonAllen LLP

Cohen, Seglias, Pallas, Greenhall & Furman PC

Computer Fellows, Inc.

Cozen O'Connor

Dentons Cohen & Grigsby P.C.

DesignGroup

Desmone Architects

Dickie, McCamey & Chilcote, P.C.

Dingess, Foster, Luciana, Davidson &
Chleboski, LLP

Ditto

Dollar Bank

DRAW Collective Architecture

Eckert Seamans Cherin & Mellott

ECS Mid Atlantic, LLC

EPIC Insurance Brokers & Consultants

EquipmentShare

Fahringer, McCarty, Grey, Inc.

FDR Safety, LLC

FieldForce Equipment Sales & Rentals, LLC
First National Insurance Agency
Fisher Phillips

Frost Brown Todd, LLC

Gallaway Safety & Supply

The Gateway Engineers, Inc.
Graystone Consulting Pittsburgh Cleveland
Green Dot Active Solutions, Inc.

A.L Harding & Company

H2R CPA

Henderson Brothers, Inc.

Henry Rossi & Co., LLP

HHSDR Architects/Engineers

Highway Equipment Company

Hillis Carnes Engineering Associates, Inc.
Huth Technologies LLC

Intertek - PSI

IMA Corp

J.S. Held

Karpinski Engineering

K&L Gates LLP

L&W Supply

LaFace & McGovern Associates, Inc.
Langan Engineering & Environmental Services
Liberty Insurance Agency

Liberty Mutual Surety

Lytle EAP Partners/Lytle Testing Services, Inc.
Maiello, Brungo & Maiello
Marthinsen & Salvitti Insurance Group
McKim & Creed, Inc.

McNees Wallace & Nurick, LLC

Meyer Unkovic & Scott, LLP

Meyers Company

Michael Baker International
Milwaukee Tool

Mobile Air, Inc.

Mobile Medical Corporation

Morgan, Lewis & Bockius LLP

MSA Safety

MSW Supply

Multivista

NCI - Nursing Corps

New Millennium Building Systems
NextEra Energy

Ohio Valley Drywall Supply

OVD Insurance

Philadelphia Insurance Companies
Pietragallo Gordon Alfano Bosick & Raspanti, LLP
Pittsburgh Mobile Concrete, Inc.

R.J. Bridges Corporation

Repco Il

Republic Services, Inc.

Schneider Downs & Company, Inc.
Scotti Law Group

Seubert & Associates, Inc.

The Sherwin-Williams Co.

Sprague Energy

Stanley Black & Decker

Stephany Associates, Inc.

Steptoe & Johnson PLLC

Suburban Propane

Sunbelt Rentals, Inc.

Tarax Service Systems, Inc.

Tom Brown, Inc.

Travelers Bond & Financial Products
Triangle Fastener Corporation
Triumph Modular

Tucker Arensberg, P.C.

UBS Financial Services / The Sofranko Group
United Rentals, Inc.

UPMC Work Partners

USI Insurance Services

Werner Co

White Cap

WTW - Willis of Pennsylvania, Inc.
WNA Engineering, Inc.

Zurich NA Construction
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BRYAN CONSTRUCTION INC.

www.bryanconstructioninc.com
724-794-6003

PROFESSIONAL. SKILLED. COMMITTED. PROUD.

These are the hallmarks the region’s union construction
trades and contractors bring to the jobsite everyday. Our
professional tradespeople and contractors bring the dreams
and visions of our fast-growing region to life with a dedication
that only those who live here, work here, and raise their families
here can commit to. It is, after all, our home, our legacy.

We are also committed to providing opportunity for all who
share these values and want to pursue a lifelong, lucrative
and satisfying career. For more information on building with SMACNA
our union trades and contractors, or to explore career MCA N A
opportunities, please visit www.buildersguild.org where you TTTTOWE ~
will find direct links to our Trade Unions, Joint Apprenticeship
Training Centers and Contractor Associations.

——— Pittsburgh Regional ——— m
Buildingw:.l;r:ggaeMiCouncil " " Master Bullders'Assoclation
Builders Guild

of Western PA
Jeff Nobers ¢ Executive Director * 631 Iron City Drive ¢ Pittsburgh, PA 15205 * 412.921.9000

Labor & Management » Building Our Region's Success www.buildersguild.org

70 www.mbawpa.org



CLOSING OUT

BY HONORABLE RICH FITZGERALD

People of a certain generation often ask, “Why are we
building a new airport? Didn't we just build one??

Well, it's been over 30 years since we built the "new”
airport. A lot has changed since then - including our
region - immensely.

PIT as it is known, was built in the late 1980's, exclusively
for USAIR to be their hub. It was never built for the
Pittsburgh traveler. That's why parking, passenger
drop-off, baggage claim, ticketing, and so many other
amenities are inconvenient for all of us.

When we lost the hub, USAIR went away. PIT, which had
been built for over 30 million passengers, was woefully
oversized. At our lowest point, the airport was handling
around 6 million passengers. While we are now up to
about 10 million passengers with the new flights that
airport director Christina Cassotis and her team have
added (from 36 destinations to 62 at this time), we are
still well short of that 30 million.

We also have a train, a baggage handling system,
people movers, escalators, and other equipment that
is over 30 years old and obsolete. Parts are no longer
made to repair these items and much of the HVAC,
electric systems, and other infrastructure systems are
outdated. Because of that, there are often breakdowns
leading to passenger delays, frustration, and a bad
image for our region.

Christina Cassotis and her team embarked on a
modernization program for the airport that not only
improves the infrastructure, but will greatly enhance the
passenger experience, both flying out and flying in. It
will shorten the distance from parking or drop off to your
gate, quicken the time to get your bags, and ease the
process of renting a car, getting on the 28X, or getting

a taxi or ride share. We'll accomplish all this while also
lowering the annual operating cost of airport operations.

The Terminal Modernization Project (TMP) is about
improving the passenger experience while also having
the ability to add more destinations and airlines, while
also showing off great things about our region to people
visiting PIT.

The TMP has also allowed the airport to provide
workforce training for underserved individuals,

giving them the skills to have a good paying career

in the construction industry. PIT2Work has been so
groundbreaking and innovative, we have had two White
House visits by First Lady Jill Biden, Labor Secretary

Su, and Transportation Secretary Buttigieg in the last
few months to promote it to the rest of the nation.

A key part of the PIT2Work program is the focus on
removing barriers to employment for those participating

in the program. Recognizing the needs of PIT2Work
participants, and airport employees, PIT has built an on-
site childcare center. This effort was also lauded during
the recent visit from the White House, and we're thrilled
that it is seen as a model for the nation.

The TMP builds on our sustainability efforts. We are the
only airport in the country to produce our own energy,
build our own cogeneration plant and be entirely off of
the electrical grid, saving over $1 million per year. And
we're embracing technology to provide better indoor air
quality, humidity and temperature control, disinfection of
surfaces, ease TSA lines, and streamline other processes
that are part of air travel.

These initiatives, and many others that there isn't space
or time to list, make this investment in our airport so
important for this region.

And while this $1.5 billion investment in our region’s
future is important to our local economy, the cost to

the local and state taxpayer is zero. No local or state
taxes are going towards this modernization. Instead,
partnerships with our airline partners, the federal
government, the foundation community, the corporate
community, our labor union partners, and so many others
have been coupled with the gas revenues at the airport
to make this project possible.

When it opens early next year, Pittsburghers will be
impressed. We will finally have an airport for us, built by
us, that connects us to the nation and the world and that
is worthy of the region we are becoming.

Rich Fitzgerald is the executive director of the
Southwestern Pennsylvania Commission. He served as
Allegheny County Executive for the past 12 years.

|
Rich Fitzgerald
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{ Burns White | CONSTRUCTION DISPUTES NEED
B A CONSTRUCTION MEDIATOR

] L2

All lawsuits filed in Allegheny County now require mediation, but
you do not have to hire a mediator who mediates all lawsuits.
Construction disputes are more likely to reach an early settlement
if mediated by a mediator with extensive construction law
experience. If you have a construction dispute, consider having
Matt Jameson from Burns White mediate your dispute.

CONTACT MATT JAMESON

i DMJAMESON@BURNSWHITE.COM X, 412-995-3083

DE | FL | NJ| NY | OH | PA | WV | BURNSWHITE.COM

.
BUSINESS-FRIENDLY CLIMATE

ROBUST BUSINESS PARK SYSTEM
QUALIFIED WORKFORCE

: WestmorelandCountylDCicom
724-830-3061
WCIDC(awFﬁa”ﬂt Wantmarabnad Samniy
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O a project you
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And choose a partner that knows how to help make it happen.
We offer customized options for commercial real estate owners
and developers. We provide the attention, flexibility and

expertise that only an independent bank can.

So, you can worry about breaking ground. Not cutting red tape.

N
N
John Casile Becky Yago Matt Bright
Senior Vice President Senior Vice President Vice President
Jcasile418@dollarbank.com Byago505@dollarbank.com Mbright828@dollarbank.com
412.261.8929 412.261.4288 412.261.8959

DollarBank:

Commercia-l Rea'l Estate 12 Equal Housing Lender. Member FDIC.

Copyright © 2023, Dollar Bank, Federal Savings Bank. BUS428_23



