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Introduction  
 
The Chancellor ensures that the District has and implements a broad-based comprehensive, systematic, 
and integrated system of planning that involves appropriate representation from the Colleges and the 
District Office, supported by institutional effectiveness research. Total cost of ownership (TCO) is an 
analysis that determines the true total cost of the complete lifecycle of a capital purchase. Typically this 
is applied and has it’s greatest analytical value in assessing equipment and systems. This value includes 
every phase of ownership, including acquisition and operating costs, as well as costs related to 
replacement or upgrades at the end of the life cycle. TCO highlights the difference between purchase 
price and long-term cost, which can be used as a gauge the viability of any capital investment. TCO is 
one of many tools that inform institutional planning. For the average person the most relatable 
application of TCO as an analysis tool is a car purchase. A typical informed purchase will consider the 
cost of the vehicle, insurance, repair cost and fuel cost and depreciation or resale value.  
 
For the mathematically minded, Total Cost of Ownership, in the context of capital facilities can be 
expressed as the following equation: 
 

TCO =  REPL – RES + E + W+ OM&R + O + P 
  

• TCO = Total Cost of Ownership 
• REPL = Present Value of Capital Replacement Costs 
• RES = Present Value (resale value, salvage value)  
• E = Present Value of Energy Costs 
• W = Present Value of Water Costs 
• OM&R = Present Value of Operating, Maintenance & Repairs  
• O = Present Value of other known costs (contract services) 
• P = Payroll Costs of Maintenance & Custodial Personnel 

 
Importance of Total Cost of Ownership 
 
Standard III of the ACCJC evaluates whether the institution effectively uses its human, physical, 
technology, and financial resources to achieve its mission and to improve academic quality and 
institutional effectiveness. Accredited colleges in multi-college systems may be organized so that 
responsibility for resources, allocation of resources, and planning rests with the district/system. In such 
cases, the district/system is responsible for meeting the Standards, and an evaluation of its performance 
is reflected in the accredited status of the institution(s). The following FUSION data points and tools 
provide valuable inputs to the TCO analysis. 
Some Definitions 

I. Facilities Condition Index 



 

The cost of all of a facility's deficiencies versus the facility's replacement value provides an indexed 
estimate of the facility’s condition, or FCI. Industry standards rate a facility with an FCI of less than 
5% in good condition. An FCI of 5% through 10% indicates that the facility is in fair condition and an 
FCI of greater than 10% indicates a facility in poor condition. (See FCI Report, FUSION, 22 July 2020, 
attached.) 

II. Level 1 Assessment 

A Level 1 (L-1) is a quick assessment based on a visual inspection of facilities and a review of the as-
built drawings and other documents to a mathematical cost model of the facility.  

III. Level 2 Assessment 

A Level 2 (L-2) assessment is a thorough and complete inspection that categorizes and logs every 
deficiency over a threshold amount and monetizes repair / replacement costs.   

IV. Life Cycle 

The expected useful life of a facility.  Typically, the life cycle for an entire facility is broken down into 
components (roof, electrical, etc.) that can be individually assigned life cycles and replacement 
costs.  This information is then used to forecast projected replacement costs in the future. 

Integrated Planning  
 
Program review, planning, and resource allocation are part of an integrated process that leads to 
accomplishment of the mission, sustained financial stability, and continuous improvement of academic 
quality and institutional effectiveness. The College Facilities Master Plan, including the separately 
prepared, but aligned, District Strategic Technology Plan, is designed to align with the District-wide 
Strategic and Comprehensive Master Plan and College Educational Master Plan. Implementation of the 
College Facilities Master Plan and District Strategic Technology Plan shall be consistent with sound TCO 
practices.  
 
The following provides a framework for utilization of these, and other, resources.  
 
Considerations for Total Cost of Ownership  
 

I. Facilities.  
 

Buildings are among the most expensive capital assets owned by the District and must be regularly 
maintained/updated to operate properly, effectively, and efficiently. The District and College 
implements effective and efficient management tools to measure and track the performance of its 
facilities so that it can provide a consistent high-quality environment Districtwide for students, 
faculty, and staff to teach, work and learn, including: 

 
1. The College creates objective criteria for cleanliness and staffing levels.  
2. The District manages lifecycle-building costs to maintain and protect the District’s capital 

investments.  



 

3. Using FUSION software in conjunction with the State Chancellors’ Office, the District maintains 
the Five-Year Construction Plan, a 5 Year Scheduled Maintenance Plan, an Annual Space 
Inventory, Initial and Final Project Plans that are certified by the Board of Trustees and used by 
the State Chancellors’ Office to validate and, if available, to fund capital outlay and maintenance 
projects within the District. 

 
Key factors informing building lifecycle costs include:  

 
1. Initial costs to build and/or acquire 
2. Daily operating costs, including personnel and non-personnel, to perform cleaning, trash 

hauling, gardening, and other activities  
3. Non-recurring maintenance costs to perform corrective, preventive, and predictive actions  
4. Utility costs that include electricity, gas, water, and sewer  
5. Capital renewal costs that include periodic replacement of major building components and 

utilities infrastructure such as HVAC (heating, ventilation, and air conditioning), roofing, 
infrastructure, fire-life-safety code compliance, safety, streets, and accessibility 

6. Building end-of-life costs that reflect modernization, demolition, and/or new construction 
 

II. Technology  
 

For purposes of Information Technology, TCO includes hardware and software acquisition, 
management and support, communications, end-user expenses and the opportunity cost of 
downtime, training, and other productivity losses. 

 
Key factors informing technology TCO costs include:  

 
1. Initial cost to acquire equipment/systems along established refresh cycles  
2. Cost of staffing or service contracts to maintain systems and equipment effectively and 

adequately.  
3. Network equipment required to support intranet or internet access.  
4. Decommissioning and disposal.  
5. Other fixed operating costs.  

 
Summary  
 
The College and District endeavor to ensure full value from its operations and maintenance resources by 
performing a cost-benefit analysis on facilities maintenance and operations activities, by utilizing a TCO 
framework and recommendations when considering TCO cost projections in the planning and 
implementation of long-range capital projects, including those from bond measures. 
 

 


