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Capital Development Committee
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February 21, 2017

Senator Kent Lambert

Chair, Joint Budget Committee
200 East 14" Averiue, Third Floor
Denver, Colorado 80203

Dear Senator Lambert:

The Capital Development Commiitee: (CDC} is pleased to forward its FY 2017-18 capital
construction and controlled maintenance recommendation to the -Joint Budget Committee (JBC)
for inclusion in the 2017 Long Bill,

The CDC is recommending, in priority order, state funding for 75 projects, including the full
‘list of projects included in Level 1 controlied maintenance and more than half of the projects
included in Level 2 controlled maintenance. Recognizing that state-funded capital projects wilt
be funded almast entirely through a General Fund transfer, the CDC prioritized projects to two
funding lines. The first line funds projects recommended by, and included in, the Govemnor's
Office of State Planning and Biidgeting (OSPB) November 2016 budget -submission to' the
General Assembly. The second line fully funds the CDC list, which prioritizes funding up to
1.0 percent of the current replacement value of the state's inventory of General Fund supported
and academic buildings, or about $120.8 million. The CDC requests that the JBC fund these
projects in prlorlty order. If, during its deliberations, the JBC considers partially. funding any of
the state-funded projects included in the CDC recommendation, the CDC. requests that the
two committees meet to discuss how project funding could be split over multiple fiscal years.

The CDC is also recommending cash funds spending -authority for nine projects and is
recommending three projects to be financed through -a future issuance of certificates of
participation (COPs). The CDC subnmiits these recommendations with the understanding that its
recommendations. may need to be revisited by thé JBC due to new revenue projections, new
information received about projects, or pending legislation that impacts the General Fund.
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State-Funded Recommendation

The. CDC is recommending state funding for 75 projects — 8 state department capital
construction prOJects 3 higher education - capital construction projects, 36 Level 1 controlled
maintenance projects, and 28 Lével 2 controlled maintenance projects.
120:9 million for FY 2017-18 and $35.3 million for FY 2018-19, as shown in Figure 1. A General
Fund transfer of $114.8 million is necessary to fully fund the CDC's recommendatlon for

FY 2017-18 (see Figure 3).

Figure 1
Summary of FY 2017-18 State-Funded Recommendation
‘With Subsequent Year Impact

$118,149,889

$2,793.433

2018-19.

$28,674,019

$6,591,793

Figure 2 summarizes the FY 2017-18 state-funded recommendations by category and

source of fuinding.

o Figure 2 _
Summary of FY 2017-18 State-Funded Recommendations.
(in miflions}

The projects total

‘Controlled Maintenance

Level 1

36

$31.3

$0.5

Level 2 (through score 15 projects)

28

$234

$0.3

Capital Construction

All ather capital requests

During its deliberations ‘about capital project funding, the CDC referenced the prioritized
funding recommendations made by OSPB. The CDC made some minor adjustments to the
OSPB priority order, but concurred with its- overall recommendation.
recommended for funding by OSPB, the CDC also recommends fundmg the remaining Level 1

In addition to.the projects



Senator Kent Lambert
February21, 2017
Page 3

controlled maintenance request, two additional ¢apital construction projects, and more than half
of the Level 2 controlled maintenance request.

Explanation of CDC state-funded recommendation. While OSPB recommended as its
first priority-partial funding of Level 1 controlled maintenance ($20.0 million for 21 projects), the
CDC recommends funding all of Level 1 controlled maintenance as its first priority, or
$30.8 million for 36 projects. This recommendation reflects. the CDC's commitment to, funding
deferred maintenance for capital infrastructure. The CDC is also recommending partial funding
for'Level 2 controlled maintenance (through score 15, 28 projects). The CDC strongly supports
continuing to explore ways to fund controlied maintenance on a consistent annual basis.

The CDC and JBGC discussed this issue extensively at its February 7 mesting, with a
JBC:-staff proposal to commit a certain amount of state funding annually to capital projects that
are predominantly renovation or maintenance in nature creating a-platform for the discussion.
The proposal envisioned. appropriating an amount equal to 1 percent of the: current replacement
value {CRV) of the state’s General Fund supported. or academic building inventory to renovation
or maintenance. The CRV of state buildings is' based en the insured value identified by the
Office of Risk Management within the Department of Personnel and Administration. This
information: is reported to the CDC annually by the Office of the State Architect. The full CRV
reported in December 2016 is $12.4 bilion. Based on industry standards, the State Architect
recommends, through controlled maintéhance, that a minimum of 1 percent of the CRV, or
$120.8 milfion annually, be spent to maintain the state's facilities. The CDC used this figure as
a benchmark for its total FY 2017-18 state-funded recommendation of $118.3 million.. The
committee notes that most of the projects in this recommendation are renovation _pmj_ects
controlled maintenance, or capital renewal.

Information about specific funding recommendations is detailed below:

The CDC recommends funding the Public Safety Communications Network Microwave
Infrastructure Reptacement, Office of Informiation Technology project. The committee
recommendation is $0.9 miillion less than the amount originally requested for funding. This
amount was excluded from the recommendation because CDC staff determined that it pays for
-operating costs. The Office of Information Technology has submitted a FY 2017-18 budget
amendment to the JBC o pay these cosis.

The committee includes in its recommendation one project prioritized by OSPB for funding
as a regular supplemental request. This-project, the Paul Wright. Gymnasium Steam Heating
System Replacement project on the Western State Colorado University campus, was
recommended to the CDC to be funded pnmarlly through cost savings realized from a
completed capltal project funded with state dollars in FY 2014-15. Rather:than recommending
approval of the supplemeéntal request, the CDC elected to include the project in the. list of
_prOJects under consideration for funding in FY 2017-18. The cost of this project is. not reflected
in Figure 1 or Figure 2 because the committee recommends paying the costs from the savings
from the FY:2014-15 project.

The committee discussed splitting the costs for the Adams County Youth Services Center
Replacement, Department of Human Services project over: two fiscal years. The project is in its
third and final phase, and the departmenit stated that the scape and size of the facility does not
allow for any further phasing of the project: Howeuver, if the JBC determines that partial funding
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for this project is necessary given this year's budget consttaints, the CDC woulid like to discuss
how project funding could be split over two fiscal years with the JBC.

The commitiee includes in its recommendation two projects that were not prioritized by
QSPR for funding: the Grand Junction One-Stop Remodel, Department.of Military and Veterans
Affairs (DMVA) project and the Psychology Building Renovation and Addition, Colorado State
University (C8U) — Pueblo project. The DMVA project is included in the CDC recommendation
because it addresses a need for veteran services on the Western Slope and because it
repurposes an existing statecowned facility. The CSU Pueblo project is included in the cDC
recommendation because it has the longest history of fundmg requests of any project requested
for FY 2017-18 (eight years) and because it was the top CSU system priority. The project was
requested for a single year of funding, but upon request of the CDC, CSU Pueblo provided a
phased approachito funding (see Attachment A). The CDC recommendation funds phase 1 of 2
for FY 2017-18. ' '

Sources of revenue. The available revenue for capital construction, as identified by
Legislative Council. Staff, totals $7.2-million from the sources listed in Figure 3. Ta make up the
difference between the CDC's state-funded recommendation ($121.9 million) and the identified
available revenue, the CDC is reoommendlng a General Fund transfer to the Capital
Construction Fund: of $114.8 miillion. Please note that this suggested transfer amount could
include statutory transfers under Senate Bili 09-228. The December 2016 Legislative Council
Staff forecast estimated the FY 2017-18 transfer for capital construction at $55.0 million.

For reference, OSPB recommended a General-Fund transfer of $71.5 million to fund its

FY 2017-18 priotity recommendation for capital construction ang controfled maintenance.

Figure 3 _
Proposed Revenue for FY 2017-18 State-Funded Projects

$871,247 | Capital Coristruction Fund:-balance s.of July 1, 2016 (iess supplemerital appropriations included
in Senate Bill 17-172)

2,150,000 | Capital Construction Fund projected FY 2016-17 inferest earriings

1,000,000, | Cost savings fram a FY 2014-15 appropriation for.the*Quigley Hall- Renovation project (WSCU)

350,000 | Centrolled Maintenance - Trust Fund FY 2016-17 interest earnings through December 2016

2,793,433 | Cash maftch for various recommended projects

121,943,322 | Cost of state-finded projects
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Cash and COP-Financed Project Recommendation

The CDC is recommending cash funds spending authority for nine projects. The projects
total $51.0 million for FY 2017-18. Detail about the source of cash funds for each of these
projects is shownin Attachmeni B. The CDC recomméndation only includes state: department
projects because higher education cash-funded projects are reviewed under a separate process
by the CDC.

The Restore Windows and Granite Exterior, State Capitol Building project is recommended
for funding as a controlled maintenance project from the State Historical Fund. The CDC
recommends ‘a transfer from the State Historical Fund fo the Capital Construction Fund on
October 1, 2017, to pay the project costs. Although the project is prioritized as .a tash-funded
request, the corresponding appropriation on behalf of the project should be made from the CCF.

The CDC is alsc recommending three projects to be financed -through COPs issued
pursuant to House Bill 15-1344. HB 15-1344 authorized the issuance of one or more
lease-purchase agreements. to finance the: construction of facilities affiliated with the Nationai
Western Center on behalf of Colorado State University. The bill required that the projects be
prioritized and recommended for funding through the regular capita] budget process.
Atftachment C is a letter from the CDC to-the State Treasurer’s Office confirming its support.for
the COP issuance on- behalf of these projects

Technical details about various cash projects. CDC staff will provide JBC-staff with cash
fund information to include in the Long Bill letter notes.

Attachments

Six documents are attached for your reference. Attachments A, B, and C were described in
the body of the letter. Attachments D, E, and F are described below,

. Attachment D lists the CDC's capital recommendations. in priority order. There are
three separate tables in the attachment: state-funded requests, National Western
Center certificates of participation projects, and cash- funded requests. Attachment D
also reflects the OSPB recommended priority order.

. Attachment. E lists the CDC's capital recommendations in priority order, with
descriptions of each project and FY 2017-18 costs,  Attachment E also shows
funding requested from all cash ard federal sources.

Attachment F lists the projects included in Level 1 and Level 2 controlled
maintenance (listéd in order of score/need), including descriptions of each project
and FY 2017-18 costs. '
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The CDC welcomes the opportunity to meet with the JBC to discuss these
recommendations. If you have any questions or concerns about the CDC's recommendations,
please call Kori Donaldson or Matt Becker, Legislative Council Staff, at 303-866-4976.

Sincerely,

'S'enator@d'f Baumgardnek Yjce-Chair

A /q%%

ﬁépresentatlve Jon Becker ohn Kefalas
Reépresentative Chris Hansen enator Jerry Sorhenderg———

c: Capital Development Committee Members
Joint Budget Committee Members
Capital Development Committee Staff
Larry Friedberg, Office of the State Architect
Erick Scheminske, Office of State Planning and Budgeting
Catherine Olukotun, Department of Higher Education
John Ziegler, Joint Budget Committee Staff
Alfredo Kemm, Joint Budget Committee Staff



