STATE OF COLORADO

OFFICE OF STATE PLANNING AND BUDGETING

111 State Capitol Building
Denver, Colorado 80203
(303) 866-3317

April 11, 2008 Bill Ritter Jr.

Governor

Todd Saliman
Director

The Honorable Bob Bacon

Chairman, Capital Development Committee
c/o Capital Development Committee Staff
State Capital Building Room 029

Denver, CO 80203

Re: OSPB Recommendations for Certificates of Participation
Dear Senator Bacon:

As you are aware, an alternative funding mechanism has arisen with the introduction of SB 08-
218, which would allow for a portion of State revenues for Federal Mineral Leasing to finance
Certificates of Participation (COPs) for higher education capital construction projects. To
complement this action, a bill authorizing a Certificates of Participation will provide roughly
$200 million for higher education projects, starting in FY 2008-09. Although the bill is still in
draft form, the Governor’s Office of State Planning and Budgeting is supportive of the idea and
aims to ensure a timely resolution by providing the Capital Development Committee with the
attached list.

Please note that the Colorado Commission on Higher Education is meeting today, and has not yet
provided official feedback on the list. However, due to the time limitations, and our
understanding that you are meeting on Tuesday April 15, 2008 to discuss a prioritized list
(pursuant to a process in the proposed bill), I am forwarding this list for your consideration.

We have worked with the Colorado Department of Higher Education to apply a construction
inflation savings of 6% for FY 09-10 projects and 10% for FY 10-11, since these projects will
receive funds two to three years earlier than expected. In addition, the Colorado Commission on
Higher Education is discussing the application of a new cash contribution methodology. This
new methodology has been applied.

With a State-issued COP, higher education institutions can amortize their cash contributions over
the life of the COPs through “sub-lease payments” incorporated into the annual COP payment.
The draft COP bill allows for this type of financing. This financing mechanism will make it
much easier for institutions to contribute cash-funds for COP projects and will allow for more
projects to be funded within the presumed total of COPs that can be issued. Considering this
assumption, the cash contribution has been increased by 5% in the case of COP-financed
projects. In addition, the Colorado Department of Higher Education has advised us that the
Commission is planning to apply a new cash contribution methodology, that will be in place for
all future projects, and that this new methodology has been applied to the projects on the COP
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list. Therefore, cash contributions were calculated as the greater of the cash contribution
proposed by the institution in its original request or the expected cash contribution calculated
under the draft cash contribution policy pending approval by CCHE. The Colorado Department
of Higher Education states that this policy estimates an institution’s capacity to contribute to a
project by taking into account its classification (research university, 4-year, community college),
total enrollment and proportion of Pell eligible students. The policy has been approved by the
CCHE Capital Projects Committee and will be considered by the full CCHE at its May meeting.

The attached recommendation for COP financing begins with the AHEC Science Building due to
its role in driving the need for COPs and the fact that OSPB had recommended this project to the
Capital Development Committee. Next on the list are six projects that were funded in the Long
Bill for FY 2008-09 and COPs would cover the out-year costs for those projects for which there
was such funding. The CU Boulder Visual Arts Building is not included since CU amended its
request to the Capital Development Committee on April 1, 2008 to cover the $1.3 million
remaining in out-year costs with cash funds. The recommendation then follows the November
priorities of OSPB and CCHE.

COPs are best suited to covering entire projects, and a presumed $200 million total issuance
would not cover the large costs of the next two projects: the AHEC South classroom at $40
million and the FLC Whalen Gymnasium at $24 million. Holding these projects out from the
first issuance of COPs, the funding available would cover the CSU Johnson Hall Renovation and
Mesa State Wubben Hall and Science Center.

1 | AHEC AHEC Science Building Addition/Renovation $62,052,029
2 |FLC FLC Berndt Hall Reconstruction - $715,664
Biology/Agriculture
3 | CSU-Fort Collins  CSU-Fort Collins Clark Building Revitalization $2,000,000
4 | CSM CSM Brown Hall Addition - Phase 1 of 1 $6,748,298
5 [ UNC UNC Butler Hancock Interior Renovation $8,527,076
6 | CNCC CNCC Craig Academic Center $21,212,868
7 | CSU-Pueblo CSU-Pueblo Academic Resource Center $17,474,465
Renovation Addition
8 | WSC WSC Taylor Hall Renovation $18,537,302
9 | ASC ASC Richardson Hall Renovation and Addition $11,398,810
10 | CSU-Fort Collins  CSU-Chemistry Addition $29,789,668
11 | UCCS UCCS Renovate Existing Science Building $13,252,286
12 | CSU-Fort Collins  CSU-Johnson Hall Renovations $3,357,466
13 | MSC MSC Expansion and Renovation of Wubben Hall $13,502,506
and Science Center

$208,568,438
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The certificates of participation would require approximate annual payments of up to $16.2

million, and will generate approximately $210 million for these higher education capital projects. |
However, the list is conservative because the exact amount available will not be known until the g
certificates are purchased.

!
i

Please do not hesitate to contact me at (303) 866-3317 or Lisa Esgar at (303) 866-3024 with any
questions or concerns.

Singgrely,

Todd Saliman
Director

cc: Senator Sue Windels
Senator Josh Penry
Representative Jim Riesberg
Representative Don Marostica
Representative Buffie McFadyen
Senator Suzanne Williams
Jennifer Moe, CDC Staff
Ryan Stubbs, CCHE
Larry Friedberg, Office of the State Architect
Mary Wickersham, State Treasurer’s Office
Eric Kurtz, JBC Staff
Lisa Esgar, Deputy Director, OSPB




- All Capital $396,572,594 $239,336,968
April 11, 2008 OSPB Proposal FY 2008-09 COPs Capital  $208568,438 %
All Capital Long Bill $188,004,156 $122,865,784
A | B C D E | F G| H I J
TRANSFER NEEDED $72,948,670 $72,948,670
>
OSPB/ CCHE | Mar 20 CDC L . . .| OSPB April 11, | = . Prior March 20, 2008 JBC
Nov 1 Priority Priority Institution / Agency Title Funded in Long Bill 2008 _g Cumulative Appropriations|  Highlighted Only
11 4 UCCS UCCS Science/Engineering Building Phase 1 $7,000,000 $14,169,322 $7,000,000
12 5 CSU-Fort Collins ~ CSU-Fort Collins Diagnostic Medicine Center $19,156,307 $22,920,741 $19,156,307
13 6 CU-Boulder CU-Boulder Visual Arts Complex (a) $7,070,000 $11,405,164 $7,070,000
14 7 FLC FLC Berndt Hall Reconstruction - Biology/Agriculture $15,699,453 $715,664 2 $62,767,693 $2,351,668 $15,699,453
17 9 CSU-Fort Collins  CSU-Fort Collins Clark Building Revitalization $2,000,000 $2,000,000 3 $64,767,693 $2,000,000 $2,000,000
18 10 CU-Boulder CU-Boulder Ekeley Renovation $11,559,536 $2,567,767 $11,559,536
19 11 CU-Boulder CU-Boulder Ketchum Arts and Sciences Capital Renewal $8,435,946 $991,015 $8,435,946
20 14 CHS CHS Ute Indian Museum Expansion $2,098,598 $146,000 $2,098,598
21 12 CSM CSM Hall of Justice Demolition/Improvements, Phase 2 $3,516,697 $2,841,145 $3,516,697
22 31 AHEC AHEC Science Building Addition/Renovation $0 $62,052,029 1 $62,052,029 $32,316,976 $37,500,000
23 16 PCC PCC Academic Building - Learning Center $2,971,482 $0 $2,971,482
24 17 MSC MSC Saunders Fieldhouse $18,400,687 $0 $18,400,687
29 24 CSM CSM Brown Hall Addition - Phase 1 of 1 $2,000,000 $6,748,298 4 $71,515,991 $0 $2,000,000
35 22 UNC UNC Butler Hancock Interior Renovation $3,000,000 $8,527,076 5 $80,043,067 $0 $3,000,000
36 32 WSC WSC Taylor Hall Renovation $0 $18,537,302 8 $137,267,702 $4,393,778 $3,117,803
37 37 ASC ASC Richardson Hall Renovation and Addition $0 $11,398,810 9 $148,666,512 $0 $1,293,284
46 51 CSU-Fort Collins CSU-Chemistry Addition $0 $29,789,668 10 $178,456,180 $4,287,992
47 26 CNCC CNCC Craig Academic Center $1,990,056 $21,212,868 6 $101,255,935 $0 $1,990,056
48 52 UCCS UCCS Renovate Existing Science Building $0 $13,252,286 11 $191,708,466 $1,683,015
49 23 CSU-Pueblo CSU-Pueblo Academic Resource Center Renovation Addition $2,797,436 $17,474,465 7 $118,730,400 $0 $2,797,436
50 53 AHEC AHEC South Classroom Addition/Renovation $0 $3,774,872
51 54 FLC FLC Whalen Gymnasium Renovation and Expansion - South/East $0 $2,562,833
52 55 CSU-Fort Collins ~ CSU-Johnson Hall Renovations $0 $3,357,466 12 $195,065,932 $480,423
53 56 MSC MSC Expansion and Renovation of Wubben Hall and Science Center $0 $13,502,506 13 $208,568,438 $1,426,654
54 35 FRCC FRCC One-Stop Student Service Center, Instructional Facilities $0 $0 $528,919
Renovation -Westminster
55 57 ASC ASC IT and Security Plan Update $0 $476,971
56 58 CSU-Fort Collins ~ CSU-Fort Collins Animal Sciences Building Renovation and Expansion $0 $1,428,000
57 59 FLC FLC Berndt Hall Reconstruction - Geosciences, Physics, Engineering $0 $3,055,000
58 60 UNC UNC Student Services Building $0 $3,707,853
59 61 WSC WSC Quigley Hall Renovation $0 $3,214,968
60 39 RRCC RRCC Construction Trades/Industry Science Building $0 $3,000,000
NP 38 FRCC FRCC Science Classroom Addition, Larimer Campus $0 $0 $1,627,284
$107,696,198 $208,568,438 $208,568,438 $107,696,198
# CU Boulder approached the CDC on April 1, 2008 and requested cash spending authority for the out year cost.
Priority numbers in Column G adjusted so that projects funded in the Long Bill are fully funded first.
Dollars in Column F have been adjusted by CCHE for inflation savings [6% in FY 09-10 and 10% in FY 10-11]
Dollars in Column F have been adjusted for CCHE's new cash contribution methodology discussed in cover memo.
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