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Executive Summary

Primary Responsibility of the Capital Development Committee

The primary responsibility of the Capital Development Committee (CDC), established by
House Bill 85-1070 (Section 2-3-1301, et seq., C.R.S.), is to review and make recommendations
concerning capital construction and controlled maintenance requests and proposals for the
acquisition of capital assets of each state department and higher education institution in Colorado.
The CDC forwards its recommendations to the Joint Budget Committee (JBC).

Types of Projects that Qualify for State Funding

Appropriations from the Capital Construction Fund (CCF) and the Controlled Maintenance
Trust Fund (CMTF) are used for capital projects, which includes capital construction, capital
renewal, and controlled maintenance projects.

1. Capital construction projects include the purchase of land, buildings, or other facilities;
the construction, renovation, or remodeling of buildings or other facilities; the purchase
and installation of equipment necessary to operate the buildings or facilities; and the
architectural, engineering, or other consultant services associated with a capital
construction project.

2. Capital renewal projects address controlled maintenance issues that have exceeded
$2 million in costs, or have grown in scope and are better addressed building by
building, rather than system by system.

3. Controlled maintenance is defined as corrective repairs or replacement of utilities and

equipment, and site improvements at existing state-owned, general-funded buildings,
and other physical facilities.

Five-Year History of Capital Construction and Controlled Maintenance Appropriations

State-funded appropriations totaled $680.4 million for the five-year period ending in
FY 2009-10. The low point in total appropriations during the last five-year period came in
FY 2009-10. The state entered a recession beginning in FY 2008-09. In the four fiscal years
preceding FY 2009-10, an average of $151.3 million per year was appropriated for capital projects.
In contrast, $75.1 million was spent on capital projects in FY 2009-10, or about half of the average
amount appropriated in each of the previous four fiscal years.

Funding for state departments and higher education institutions. State departments
received $345.8 million (50.8 percent) of total capital appropriations over the five-year period, while
higher education institutions received $334.5 million (49.2 percent). Figure A provides a five-year
overview of capital funding for higher education institutions and state departments.
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Figure A
Five-Year History of Capital Appropriations
for Higher Education Institutions and State Departments (in millions)
FY 2005-06 to FY 2009-10
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Certificates of participation projects. Certificates of participation (COPs} are a common
form of lease-purchase financing that allows the state to enter into lease-purchase agreements to
build capital facilities. The state is currently making payments on three COP projects, including:

v/ Various Projects at the Anschutz Medical Campus (formerly Fitzsimons);

v Various Higher Education Projects — November 2008 Issue; and

v Colorado State Penitentiary I, High Custody Expansion Fagcility.

Gross Square Footage of State Facilities

As of January 2009, the total gross square footage (GSF) of state-occupied facilities was
63.1 million GSF, according to the Office of the State Architect. The estimated replacement value
is $11.5 billion.

The total GSF of state-occupied facilities grew 1.3 million GSF, or 2.1 percent, between
calendar year 2007 and calendar year 2008, which increased the total estimated replacement value
by $1.2 billion, or 10.4 percent.
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Capital Construction Fund and Controlled Maintenance Trust Fund Revenue

Revenue made available for capital projects from all state sources iotaled $746.2 million
for the last five fiscal years. Of this amount, $30.6 million, or 12.1 percent, was made available for
FY 2009-10 projects. Funding for FY 2009-10 projects was largely made available through cuts
to prior year appropriations. Over the past five years, the CCF has been the primary source of
revenue for capital construction and controlled maintenance projects.

Figure B identifies all four sources of revenue for capital projects and the amounts
attributable {o each source.

Figure B
Revenue Made Available for Capital Projects {in millions)
FY 2005-06 to FY 2009-10

General Fund

Transfers for prison construction or expansion
projects, or to fund a portion of prioritized

1a | projects identified during annual budget $10.1 | $145.9 $93.7 $249 {($26.1)
deliberations (not subject to the 6 percent
spending limit)

Appropriations to fund a portion of prioritized
projects identified during annual budget

16 | Geliberations (subject to the 6 percent 62.6 0.0 66 0.0 0.0
spending limit}
‘e One-third of the prior year's excess reserve, 423 310 | 14586 83.1 14.5

transferred pursuant to HB 02-1310

Capital Construction Fund (CCF)

interest earnings, reversions, and other
2a deposits made by the legislature $3.5 $5.5 $14.3 $25.2 $8.8
Moneys made available for capital projects
2b from cufs to appropriations in prior years ©2) (2.9) (16.2) (66.1) 854
¥ it o ¢:‘W

Tobacco Master Settlement

Moneys used for cash-funded portion of
certificates of participation annual lease
3 payment for seven projects at the University $7.0 $13.1 %131 $131 $8.0
of Colorado Denver, Anschutz Medical
Campus

Controlled Maintenance Trust Fund (CMTF}

Interest earnings on the principal balance,
which cannot be expended on projects

($3.1) $3.2 $0.3 $0.0
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Controlled Maintenance Trust Fund Revenue

The General Assembly created the Controlled Maintenance Trust Fund (CMTF) in 1993 with
the intent of establishing a stable and consistent source of revenue for controlled maintenance
projects. Figure C below provides a five-year history of revenue to and appropriations from the
CMTF, as well as a history of {otal appropriations for controlled maintenance.

Figure C
Controiled Maintenance Trust Fund Revenue and Appropriations History
FY 2005-06 to FY 2009-10

$1,689,516

$1,286,837

$29,000

$20,000

$1,589,516

Beginning Balance $185,656,801 $29,000 $29,000 N/A
_ General Fund Transfer {185,627,801) 0 1,560,516 (302,679) (803,610) | ($185,173,674)
Ending Balance $1,286,837 N/A

Projects

Interest Earned* $6,672,379 $8.326 $3,000 $6,744 491
Interest Transferred from

the CMTF to General (3,144,162) 0 0 0 0 ($3,144,162)
Fund

Interest Appropriated for

Controlled Maintenance 50 3,200,000 $340,000 0 0 $3,540,000

Amount Appropriated
from the CCF 38,359,602 | 31,929,807| 50,362,815| 26,087,798 | 24,235,321 $146,739,922
Amount Appropriated
% Appropriated from the 0.0% 9.1% 0.7% 0.0% 0.0% 2.0%

The interest for FY 2009-10is an estimate. Half of any interest moneys earned in FYY 2009-10 can be appropriated for FY 2010-11 projects.

Four-Year Qutlook — State-Funded Capital Need Versus Funding Projected to Be Available

State law requires the CDC to forecast the state's future needs for capital construction and
controlled maintenance, although the term "need" is not defined in state law. However, state
departments and institutions annually submit plans to the CDC that list their capital construction
needs for the next four years. Based on these requests, there is a projected $2.4 billion revenue
shortfall to meet capital needs that are estimated to total $2.6 billion over the next four years.
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Of this amount, controlfed maintenance needs total $434.5 million, or 16.6 percent of the
estimated four-year need, while capital construction needs (including certificates of participation
payments) total $2.2 billion, or 83.4 percent of the estimated need.

2009 Capital Construction and Controlled Maintenance Appropriations

The total amount in the 2009 Long Bill for capital projects was $518.2 million, including
$92.8 million for state-funded projects and $425.4 million for cash-funded projects. A total of
91 projects were funded:

3 state-funded capital construction projects totaling $24.8 million;

3 state-funded certificates of participation payments totaling $43.7 million;
35 controlled maintenance projects totaling $24.2 million;

1 cash-funded capital renewal project totaling $6.0 million; and

49 cash-funded projects totaling $419.5 million,

NNSNSNSN

Funding for the 91 projects includes:

v $14.7 million from the Capital Construction Fund (state funds), including $14.5 million
of the FY 2007-08 excess General Fund reserve and a fund balance of $0.2 million;
v $15.9 million transferred from the General Fund to the Capital Construction Fund,
including $8.1 million in interest earnings and $7.8 million transferred to the
Corrections Expansion Reserve Fund,;
- $54.1 million in reversions to the Capital Construction Fund from rescinded projects
and expired appropriations;
$419.0 from cash funds; and
$40.7 from federal funds.

NN

Breakdown of State-Funded Projects

Of the $58.4 million in state funds included in the Long Bill, state departments received
$40.8 million (69.8 percent) of the funding allocation. Higher education institutions received
$17.6 million (30.2 percent) of the state-funded total.

Figure D lists the number of state-funded projects by category and notes the state-funded
portion for each.

Figure D
Summary of State-Funded FY 2009-10 Projects

Controlled Maintenance

Projects 17 $11,757,956 18 $12,477,365 | $24,235,321

Capital Construction Projects 5 29,048,708 1 5,142,083 | $34,190,771
- - S I —t-
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Figure E lists the number of capital construction (CC) projects and controlied maintenance
(CM) projects funded, and the amount of state money received by major institutions of higher

education and state departments.

b

Figure E
State-Funded Appropriations by Amount (in millions)

Oty

Cuts to Prior Year Appropriations

Department of (Eorrections $19.4 2 6
Department of Revenue $7.4 1 0
Department of Military and Veterans Affairs $6.5 1 1
University of Colorado Denver $5.1 1 0
Department of Personnel and Administration $3.5 o 4
Department of Human Services $3.1 0 4
Colorade State University $2.5 0 3
University of Colorado at Boulder 325 0 2
Pikes Peak Community College $1.2 0 1
Auraria Higher Education Center $1.1 0 1
| Arapahoe Community College $0.9 0 ]
] University of Northern Colerade $0.8 0 1 -
Trinidad State Junior College $0.7 0] 2
Colorado Stafe Fair $0.7 0 1
1 Pueblo Community Gollege 307 0 1
Colorade School of Mines $0.6 0 1
Colorade Historical Society $0.5 0 2
Red Rocks Community College $0.4 0 1
Western State College 30.3 0 1
Mesa State College $0.3 0 1
Department of Public Health and Environment $0.2 0 1
Higher Education 1 0

$0.0

The state entered an economic recession in FY 2008-09. As a result, project funding was
rescinded for all or part of the prior years' appropriations for 61 capital projects in order to help

balance the state's FY 2008-09 and FY 2009-10 budgets.

Capital projects were cut by the

Governor's office in two waves, including an initial freeze in September 2008, and a more extensive
freeze in January 2009. These recommended cuts were later formalized through Senate
Bill 09-280, the supplemental bill for capital construction, which authorized negative appropriations

for 61 projects in mulitiple prior fiscal years.
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The combined impact of these 61 projects was a reversion of $85.4 million state funds to
the CCF. The funds were made available for FY 2009-10 capital construction and controlied
maintenance projects and for transfer to the General Fund for budget balancing purposes.
Pursuant to Senate Bill 08-279, the JBC recommended a transfer of $28.9 million from the
remaining CCF balance to the General Fund for the purpose of budget balancing in FY 2009-10.

Figure F below summarizes the impact of these cuts on the Capital Construction
Fund (CCF).

Figure F
Impact of Cuts to Prior Years' Appropriations on the Capital Construction Fund

State-Funded Capital Construction 12 $54 268,736
State-Funded Controlled Maintenance 0 0

fJériua?y 2009 'F'i:'eé:'zé : i | ,
State-Funded Capital Construction 10 $6,777,235
State-Funded Controlled Maintenance 39 $24,363,869

$85.409,840

2009 Supplemental Requests

State departments and higher education institutions must submit requests for supplemental
funding, including requests for extensions of time only, to the CDC. The supplemental
appropriations bill for capital construction in 2009 included 16 such requests. The combined impact
of the requests from all funding sources is $60.5 million, including $52.3 million from cash funds
and $8.2 million from federal funds.

Action Taken By the CDC Regarding Six-Month Waiver Requests and Property Transactions

Colorado iaw requires any department or institution that does not initiate a project and
encumber funds within six months of the appropriation date to request a waiver of the six-month
encumbrance deadline from the CDC. The Capital Development Committee considered and
approved eight six-month waiver requests.

The CDC reviewed and commented on 26 property transactions in FY 2008-09, including
20 proposals from the Division of Wildlife, Department of Natural Resources, 2 proposals from the
Division of Parks and Outdoor Recreation, Department of Natural Resources, and 4 proposals from
various other state agencies. All of the property transaction proposals submitted during
FY 2008-09 were favorably recommended.
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2009 Legislation Impacting Capital Construction Funding or the Capital Development
Process

Approximately 30 bills considered by the General Assembly during the 2009 legislative
session affected capital construction and the duties of the Capital Development Committee. These
bills addressed budget balancing measures, appropriations for capital construction projects, the
duties of the CDC, the review of real property transaction proposals, changes io higher education
capital construction, and legislation impacting the Colorade Historical Society.
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I. Statutory Establishment and Responsibilities of the
Capital Development Committee

Establishment of the Capital Development Committee

The Capital Development Committee (CDC) was established in 1985 (House Bill 85-1070),
and its statutory charge is found under Section 2-3-1301, et. seq., C.R.S. The CDC is a joint
committee, consisting of three members of the House of Representatives and three members of
the Senate. Each house is represented by two members of the majority party and one member
of the minority party. Members of the CDC are chosen according to the rules of each house.

The CDC is required to elect a chair and a vice-chair each year. The election takes place
at the first meeting held on or after October 15 in odd-numbered years and at the first meeting held
after the General Election in even-numbered years. The chairmanship alternates between the
House and Senate each year. The chair elected in fall 2008 was a House member.

Pursuant to Section 2-3-1308, C.R.S., the CDC's repeal date is July 1, 2014.

Responsibilities of the Capital Development Committee (CDC)

The CDC has the following statutory responsibilities:
Funding

+ develop and make recommendations concerning new methods of financing the state's
ongoing capital construction and controlled maintenance needs no later than
January 1, 2016.

General Project Review and Oversight

» consider funding requests for capital construction and controlied maintenance projects
submitted by state departments and higher education institutions, including regular and
emergency supplemental capital construction requests;

» priotitize recommendations for the funding of capital construction and controlled
maintenance projects for submittal to the Joint Budget Committee (JBC);

» forecast the state's requirements for capital construction, controlled maintenance, and
the acquisition of capital assets for the next fiscal year and the following four fiscal
years;

» consider cash-funded capital construction projects submitted by higher education
institutions to be commenced without prior legislative authorization in an appropriations
bill, and make recommendations to the JBC (pursuant to Senate Bill 92-202 and
House Bill 08-1205);

» study the capital construction request from the Transportation Commission for state
highway reconstruction, repair, and maintenance, and determine the projects that may
be funded from money available in the Capital Construction Fund;
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determine the number of kindergarten through twelfth grade capital construction projects
that should receive matching funds from the state’s School Construction and Renovation
Fund,

consider requests for waivers of the six-month encumbrance deadline for capital
construction appropriations;

review and recommend minimum building codes for all construction by state agencies
on state-owned or state lease-purchased properties or facilities;

review the annual capital construction and maintenance requests from the Office of
Information Technology regarding the Public Safety Communications Trust Fund;

review the annual report from the Department of Personnel and Administration regarding
the high performance standard certification program, pursuant to Senate Bill 07-051; and

review high performance standard certification program estimates that are expected to
increase a building's costs by more than 5 percent.

Adult and Juvenile Correctional Facilities

review facility program plans for adult correctional facilities in the Department of
Corrections and for juvenile correctional facilities in the Division of Youth Corrections;
and

review proposals from the Depai’tment of Corrections to enter into agreements to
acquire title to correctional facilities developed and constructed with private funds.

Property Transactions

review real property transaction proposals by the Division of Parks and Outdoor
Recreation and comment on the proposals to the Colorado State Parks Board,

review real property transaction proposals by the Division of Wildlife and comment on
the proposals to the Colorado Wildlife Commission;

review real property transaction proposals, as administered by the executive director of
the Depariment of Personnel and Administration, and comment on the proposals to the
executive director;

review real property transaction proposals by the Department of Military and Veterans
Affairs and comment on the transactions to the Adjutant General; and

receive an annual report from the Department of Personnel and Administration
concerning state department and higher education institution facility management plans
for vacant or abandoned state buildings.

State Capitol Building

consider recommendations from the State Capitol Building Advisory Committee with
respect to any plans to restore, redecorate, or reconstruct space within the public and
ceremonial areas of the State Capitol Building and the surrounding grounds.

K

10
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Types of Projects that Qualify for State Funding

The term "capital" collectively refers to three types of projects: (1) capital construction;
(2) capital renewal; and (3) controlled maintenance. Capital construction includes the following:

+ the purchase of land;

« the purchase, construction, or demolition of buildings or other physical facilities,
including utilities and state highways;

« the financing of a building or other physical facility acquired by lease-purchase and
using certificates of participation (COPs);

» the remodeling or renovation of existing buildings or other physical facilities;
+ site improvements or development of existing buildings or other physical facilities;

= the purchase and installation of the fixed and movable equipment necessary for the
operation of new or renovated buildings and other physical facilities;

« any item of instructional or scientific equipment that costs more than $50,000;
and

« the purchase of the services of architects, engineers, and other consultants to
prepare plans, program documents, life-cycle cost studies, energy analyses, and
other studies associated with any capital construction project.

Capital construction projects are program-driven. An institution or department must justify
a capital request based on how the project will allow it to improve or alter its ability to provide a
certain program or service. Examples of capital construction projects include constructing a new
state prison, renovating a biology building at a state university, and developing an automated
fingerprinting identification system.

Capital renewal projects are also program-driven, and address controlled maintenance
issues that have exceeded $2 million in costs, or have grown in scope and are better addressed
building by building, rather than system by system. Capital renewal projects are prioritized by the
CDC along with capital construction projects. An example of a capital renewal project is upgrading
a heating/ventilation/air conditioning system in a chemistry building at a community college.

Controlled maintenance projects are system driven, and address facility component
systems at the end of their useful life. As such, controlled maintenance involves site improvements
and corrective repairs or replacement of utilities and equipment at existing state-owned, General
Fund buildings and other physical facilities. Examples of controlled maintenance projects include
replacing deteriorated mechanical equipment and upgrading fire alarm systems.

By contrast, operational maintenance is intended to maintain facilities and their component
systems to the end of their expected useful life cycles. In Colerado, agencies submit requests for
operational maintenance directly to the JBC within their operating budgets.

Capital Development Committee 11







. Five-Year History of State-Funded Appropriations
for Capital Projects

This chapter provides a five-year history of state-funded appropriations for capital
construction and controlled maintenance projects. it also provides information regarding the gross
square footage of all state-owned facilities.

Five-Year History of Capital Construction and Controlled Maintenance Appropriations

State-funded appropriations totaled $680.4 million for the five-year period ending in
FY 2009-10. The low point in total appropriations during the last five-year period came in
FY 2009-10. The state entered a recession beginning in FY 2008-09. In the four fiscal years
preceding FY 2009-10, an average of $151.3 million per year was appropriated for capital projects.
In contrast, $75.1 million was spent on capital projects in FY 2009-10, or about half of the average
amount appropriated in each of the previous four fiscal years. A full discussion of the impact of the
recession, including an explanation of cuts made to prior year appropriations, ¢an be found in
Chapter VI. Any change to prior year appropriations is reflected in this chapter.

Figure 2.1 shows a five-year appropriations history for capital construction projects by
project type: capital construction, controlled maintenance, and certificates of participation (COPs).

Figure 2.1
Capital Appropriations by Project Type
FY 2005-06 to FY 2009-10
Total = $680.4 million

Certificates of
Participation
$23.1 million

3.4%
Capital
Constructio
$504.2 millio :
74.1% ¥ Controlied
Maintenance
$153.1 million
22.5%
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Figure 2.2 below provides a five-year overview of capital funding.

Figure 2.2
Five-Year History of Capital Appropriations (in millions)
FY 2005-06 to FY 2009-10

$300.0

$259.1
$250.0

$200.0

$117.7
$100.0 $92.0

$75.1

$50.0

FY 2005-06 FY 2006-07 FY 2007-08 FY 2008-09 FY 200910

$0.0

Funding for state departments and higher education institutions. State departments
received $345.8 million (50.8 percent) of total capital appropriations over the five-year period, while
higher education institutions received $334.5 million (49.2 percent). Three depariments
accounted for 70.5 percent of the total state deparfment appropriation:

v Department of Corrections, $99.7 million (28.8 percent);
v Department of Human Services, $90.1 million (26.1 percent); and
v Department of Transportation, $54.0 million (15.6 percent).

Four higher education systems accounted for 64.7 percent of the total higher education
appropriation:

v Colorado State University System, $73.5 million (22.0 percent);

v University of Colorado System, $67.2 million (20.1 percent);

v Auraria Higher Education Center, $39.7 million (11.9 percent); and
v Mesa State College, $36.1 million (10.8 percent).

Five-year capital appropriation totals include payments foré COP projects during this period.
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Figure 2.3 provides a five-year overview of capital funding for higher education institutions
and state departments.

Figure 2.3
Five-Year History of Capital Appropriations
for Higher Education Institutions and State Departments (in millions)
FY 2005-06 to FY 2009-10
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7 Higher Education & State Departments

Certificates of participation projects. Since 1979, the state has entered into a number
of lease-purchase agreements to construct capital facilities by issuing COPs to finance the debt.
COPs are a common form of lease-purchase financing that allows the state to enter into
lease-purchase agreements to build capital facilities. A "certificate” refers to an investor's
proportionate interest in the state's lease payments. COPs give the state the fiexibility to build
capital facilities even when funds are not available to pay for the projects on a pay-as-you-go basis.

The state is currently making payments on three COP projects, including:

v the construction of seven academic facilities at the University of Colorado
Denver's Anschuiz Medical Campus (formerly known as Fitzsimons). The
annual COP payment totals about $13.1 million, with a cash-funded
component of up to $8 million. The FY 2002-10 payment represents the 5th
of 26 annual payments.

v the construction of 12 academic facilities at various higher education
institutions. The annual COP payment totals about $16.5 million to be paid
from the Higher Education Federal Mineral Lease Revenues Fund. The fund
was established by the legislature after restructuring the allocation of revenue
from federal mineral lease payments in order to create a dedicated funding
stream for capital projects at higher education institutions. For FY 2009-10
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there were nat sufficient moneys in the fund to make the annual lease
payment, so the legislature authorized a transfer of $16.7 million from the
Capital Construction Fund to the Higher Education Federal Mineral Lease
Revenues Fund. The FY 2009-10 payment represents the second of
20 annual payments.

v the construction of the Colorado State Penitentiary I, High Custody Expansion
Facility. The annual COP payment totals about $13.9 million. The payment
can be made from a combination of state funds and moneys in the Corrections
Expansion Reserve Fund. The first three years of payments were made from
capitalized interest fund proceeds. The FY 2009-10 payment represents the
first of 12 annual payments from state funds.

In addition, the state made payments on two other projects from FY 2005-06 through
FY 2006-07: '

» the lease purchase of the 1881 Pierce Street Building for the Department of
Revenue (FY 2006-07 represented the last payment), and

+ the 2002 lIssue for the Department of Personnel and Administration
(FY 2005-06 represented the last payment).?

Combined capital construction and controlled maintenance funding history. The
foliowing pages contain two tables summarizing capital funding for the past five years. Figure 2.4
ranks the capital construction and conirolled maintenance appropriations for the last five fiscal
years by the amount of the appropriation. Figure 2.5 provides a five-year funding history for the
state-funded portion of capital construction and controlled maintenance appropriations for each
state departiment and higher education institution by fiscal year. Figure 2.5 also shows the
distribution of project appropriations for state departments versus higher education. The funding
amounts in these tables only reflect funding from state sources, including the Capital Construction
Fund (CCF), the Corrections Expansion Reserve Fund (CERF), and the Controlled Maintenance
Trust Fund (CMTF).

The 2002 Issue refinanced the 1992 Issue, which in turn refinanced the 1979 Developmentally Disabled Facilities Issue,
the 1988 Division of Youth Services Facilities Issue, the 1988 Prison Facilities Issue, the 1995-2005 part of the Auraria

North Classroom Issue, and the 690 Kipling Building tssue%
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Gross Square Footage of State Facilities

As of January 2008, the total gross square footage (GSF) of state-occupied facilities
was 63.1 million GSF, according to the Office of the State Architect. The estimated
replacement value is $11.5 billion. Of this amount, 41.0 million GSF reflects the square
footage of state-owned buildings funded and maintained by the General Fund (state funds).
The estimated replacement value of this 41.0 million GSF is $7.6 billion.

The total GSF of state-occupied facilities grew 1.3 million GSF, or 2.1 percent, between
calendar year 2007 and calendar year 2008, which increased the total estimated replacement
value by $1.2 billion, or 10.4 percent.

Together, the Departments of Corrections, the University of Colorado System, and the
Colorado State University System account for about 51.8 percent of the GSF of all
state-owned facilities. By comparison, these three agencies received 35.3 percent of all
capital appropriations from FY 2005-06 through FY 2009-10. The holdings of the Department
of Corrections, the Department of Transportation, the University of Colorado System, and the
Colorado State University System comprise $6.7 billion, or 57.1 percent, of the current
replacement value for all state-owned buildings. The highest ratio of current replacement
value per GSF of all state-owned buildings is $824.41 per GSF for the State Capitol Building.

Figure 2.6 shows the total GSF of each department, including the GSF of General
Fund buildings, and the current replacement value (CRV). The Capitol Complex is used by
the legislative branch and several state depariments.

Figure 2.6
Gross Square Footage (GSF) by State Agency (as of January 2009)

_State Departments . -
Agriculture 783,413 1.24% 1.91% $77.14
Capitol Complex 1,651,456 2.62% 3.56% $504.8
Colorado Historical Society 167,825 0.27% 0.41% $16.3
Corrections 6,882,706 10.90% 16.09% $938.8
Cumbres & Toltec Scenic Railroad 51,637 0.08% 0.12% $6.8
Education 317,884 0.50% C.77% 5472
Human Services 3,747,527 5.94% 7.98% $538.1
Judicial 222,922 0.35% 0.54% $43.3
Labor and Employment 144,386 0.23% 0.00% $0.0
Military and Veterans Affairs 759,868 1.20% 1.39% $52.5
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Figure 2.6 (Cont.)
Gross Square Footage (GSF) by State Department {as of January 2009)

0 0.00% $0.0

Naturai Resources 2,435,265 3.86% $311.3

Office of Information Technology 23,118 0.04% 528 23,118 0.06% $2.8
Public Health and Environment 88,012 0.14% $25.3 . 88,012 0.21% $25.3
Public Safety 239,852 0.38% $21.7 239,852 | 0.58% $21.7
Revenue 139,370 0.22% $25.6 11 9,562 : 0.29% $18.7
Transportation 2,575,421 4.08% $1,059.0 - 0 0.00% $0.0

RO

:Eddcaiidn e

Adams State College

1,012,837 | 1.60% $1835 | 5455817 1.33% | $1054

Auraria Higher Education Center 2968713 |  4.70% $465.3 | 1,568,436.1 3.80% | $320.0

Colorado School of Mines 2,109,447 3.34% $500.7 | 1,314,094 320% |  $362.1
8,306,314 | 13.16% | $1,155.3 | 5426715 | 13.23%

936,008 | 1.48% | $1200 ). 641333 | 1.56% $88.2

1 6,068,048 79%

1464%

421,067

$68.6 | . 421

Arapahoe 0.67% 1.03% $68.6
Aurora 26,507 0.04% $4.0 0.06% $4.0
Front Range 612,397 0.97% $92.5 1.32% $78.1
Lamar 273,205 0.43% $34.2 0.54% $25.3
Lowry 925474 1.47% $81.4 | 2.26% $81.4
Morgan 93,936 0.15% $17.4 0.22% $16.8
Northeastern 486,795 0.77% $66.6 0.82% $44.9
Northwestern 274 160 0.43% $35.7 0.46% $24.9
Otero 275,143 0.44% $46.1 0.49% $35.0
Pikes Peak 514,095 0.81% $71.2 | 1.11% $63.5
Pueblo 419,442 0.66% $56.4 0.88% $48.9
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Figure 2.6 (Cont.)
Gross Square Footage (GSF) by State Department {as of January 2009}

391,972

Red Rocks 0.62% $50.0 0.96% $50.0
Trinidad 375462 | 0.59% $71.2 | 286854 | 0.70% $54.9
i 089655 8.06% |  $695.3 | 4451769 | 10.85% | $596.3
iGhar Education (Cont) . 0
Fort Lewis College 1077620 | 171% | $280.3 | | 554021 | 135% | $156.4
Mesa State College 1,028,468 1.63% $172.2 16490 152% | $113.4
University of Colorado System
CU-Boulder 0,672,219 | 1532% | $1,740.1 | 11.06% | $951.6
CU-Colorado Springs 1,204,021 2.05% $220.0 | 176% { $135.9
CU-Denver 5637257 | 8.93% 11.50% | $1,223.7
etk = $2,31 1;_2:5
University of Northern Colerado 2,779,636 $366.3

Western State College

991,130

feled

$93.8

Source: Office of the State Architect
Annual Report are due to rounding.

Annual Report, January 2009. Difierences from Office of the S-;[ate Architect
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lll. Five-Year History of Revenue for
State-Funded Capital Construction Projects

This chapter provides a five-year history of revenue for state-funded capital construction
projects, including revenue to the Capital Construction Fund (CCF) and the Controlled Maintenance
Trust Fund (CMTF) — the funds established by the legislature to make money available for
state-funded capital construction and controlled maintenance projects. Money in the CCF and the
CMTF can only be spent on projects that receive legislative appropriations, which are made in
specific amounts annually or when money is available.

Revenue to the CCF and CMTF for capital projects totaled $691.9 million over the last five
fiscal years — FY 2005-06 through FY 2008-10. Figure 3.1 provides a five-year total of state
revenue in the CCF and the CMTF that was made available for funding capital construction and
controlled maintenance projects.

Figure 3.1
Revenue to the Capital Construction Fund and
Controlled Maintenance Trust Fund (in millions)
FY 2005-06 to FY 2009-10

Capital
Construction $118,481,954 | $182,425,338 | $260,212,437 | $133,205,202 | (32,837,816) | $691,487,205
Fund*

Controlled
Maintenance (3,144,162) 3,200,000 340,000 0 0 $395,838
Trust Fund*

*Negative amounts indicate moneys transferred to the General Fund.

Revenue Made Available for Capital Projects

Revenue made available for capital projects from all state sources totaled $746.2 million
for the last five fiscal years. Of this amount, $90.6 millian, or 12.1 percent, was made available for
FY 2009-10 projects. Funding for FY 2009-10 projects was largely made available through cuts
{o prior year appropriations.

Over the past five years, the CCF has been the primary source of revenue for capital
construction and controlled maintenance projects. The CCF receives money from several sources.
Figure 3.2 on the following page identifies ali four sources of revenue for capital projects and the
amounts attributable to each source. A description of each source follows the figure.
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Figure 3.2
Revenue Made Available for Capital Projects (in millions}
FY 2005-06 to FY 2009-10

RN R

General Fund

Transfers for prison construction or expansion
projects, or to fund a portion of prioritized

1a | projects identified during annual budget $10.1 | $145.9 $93.7 $24.9 |($26.1)
deliberations (not subject to the 6 percent
spending limif)

Appropriations to fund a porticn of pricritized
1b projects identified during annual budget
deliberations (subject to the 6 percent
spending limit)

62.6 0.0 66 0.0 0.0

One-third of the prior year's excess reserve,
transferred pursuant to HB 02-1310 42.3 31.0 1456 831 145

i

Capital Construction Fund (CCF}

23 Interest earnings, reversions, and other
deposits made by the legislature

$3.5 $5.5 $14.3 $25.2 3$8.8

% Moneys made available for capital projects

from cuts to appropriations in prior years ©2) (2.9) (16.2) (66.1). 85.4
EAERG, o R

Moneys used for cash-funded portion of
certificates of participation annual lease.
3 | payment for seven projects at the University $7.0 $13.1 $13.1 $13.1 $8.0
of Colerado Denver, Anschutz Medical
Campus

Controlied Maintenance Trust Fund (CMTF)

4 Interest earnings on the principal balance,

which cannot be expended on projects ($3.1) $32 $0.3 $0.0

General Fund transfers. From 1988 to 2001, state statutes provided for an annual transfer
of General Fund moneys to the Capital Construction Fund. This ongoing transfer, which does not
count against the General Fund 6 percent appropriations limit, helped the CDC establish its base
budget recommendation for capital construction and controlled maintenance projects. Inthe event
of a state revenue shortfall, the statutory transfer amount was reduced such that money was
actually transferred out of the Capital Construction Fund and back into the General Fund to help
balance the state's budget.

26 Capital Development Committee




The General Assembly, during annual budget deliberations, may also transfer additional
General Fund moneys to the Capital Construction Fund. The additional transfer makes it possible
to fund more capital or highway projects.

For FY 2009-10, the CCF received $2.0 million for prison construction or expansion projects
and transferred $28.1 million from the CCF to the General Fund, in order to augment state General
Fund revenue. The FY 2009-10 net change to the CCF from General Fund transfers was negative
$26.1 million.

General Fund appropriation. The General Assembly may pass legislation to designate
General Fund moneys for appropriation to the Capital Construction Fund. These appropriations
are included within the General Fund 6 percent appropriations limit.

Over the last five fiscal years, General Fund appropriations have totaled $69.2 million, with
FY 2005-06 accounting for almost the entire amount. Inthat year, the General Assembly set aside
$62.6 million from moneys that became available through the passage of Referendum C and
designated them for higher education controlled maintenance projects to begin in FY 2005-06.

House Bill 02-1310 excess reserve credit When available, one third of General Fund
excess reserves are transferred annually to the Capital Construction Fund. The other two-thirds
are credited to the Highway Users Tax Fund. Moneys transferred in a given fiscal year are excess
funds from the prior fiscal year, and are generally used to fund projects in the subsequent fiscal
year.

By law, the State Controller allocates 90 percent of the estimated General Fund surplus to
the Highway Users Tax Fund and the CCF on September 20 each year. Once the books have
been balanced, the State Controller must allocate amounts equal to the differences between the
actual amounts required to be allocated and the amounts allocated on September 20.

The amount credited to the CCF in FY 2007-08, and used for FY 2009-10 projects, was
$14.5 million.

Legisiation passed during the 2009 session repealed the automatic House Bill 02-1310
transfer beginning in FY 2008-09; therefore, FY 2009-10 marks the last year that money is being
made available for capital projects from this revenue source.

Interest earnings, reversions, and deposits. Interest accruing to the Capital Construction
Fund, through the investment of money in the fund, is retained in the fund. Interest earningsin a
given fiscal year are generally used to fund capital projects in the subsequent fiscal year. In
addition, project balances that are unexpended after three years are retained in the fund as
reversions. Also, the General Assembly may pass a law to deposit moneys into the fund, although
no deposits have been made in the past five years. Usually, such deposits are from the proceeds
of a real estate transaction.

CCF interest used for capital projects in FY 2009-10 totaled $8.1 million. A fund balance,
of $0.7 million was also made available for FY 2009-10 projects.

For FY 2009-10, an additional $85.4 million was made available for capital projects through
cuts to prior yéar appropriations. The balance of the cut projects was retained in the CCF as
reversions. A fuller discussion of the cuts to prior year appropriations made during the 2009
legislative session can be found in Chapter VI of this report.
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Tobacco master settlement money. Under current law, a portion of the money the state
receives annually from the tobacco master settlement agreement must be used to pay for the costs
of constructing seven new academic facilities at the University of Colorado Denver, Anschutz
Medical Campus (formerly called Fitzsimons). The facilities are being financed through certificates
of participation (COPs). The amount paid from tobacco settlement funds is the lesser of: (1) the
amount owed to the lessor; or (2) 8 percent of the state's tobacco master settlement agreement
received for the preceding fiscal year, not to exceed $8 million per year (attorney fees and costs
must be deducted from the 8 percent).

For FY 2009-10, the amount of the COP payment paid from tobacco settlement funds was
$8.0 mitlion.

Controlled Maintenance Trust Fund Revenue

The General Assembly created the Controlled Maintenance Trust Fund (CMTF) in 1993 with
the intent of establishing a stable and consistent source of revenue for controlled maintenance
projects. Prior to the creation of the CMTF, controlled maintenance projects were funded solely
from the CCF. The sections below describe how money accrues to and is appropriated from the
fund.

General Fund transfers to/from the CMTF. The CMTF principal is comprised of General
Fund moneys. Each year, the legislature can transfer 50 percent of General Fund revenues for
the prior fiscal year, in excess of expenditures and required reserves, up to $50 million. In addition,
the legislature can appropriate any amount of money to the CMTF. Although the CMTF principal
balance cannot be appropriated for controlled maintenance projects, the principal earns interest
to fund controlled maintenance projects.

A total of $477.5 million has been transferred to and from the CMTF since 1993, as listed
beilow: '

»  $248.1 million transferred into the CMTF as principal in FY 1993-94 through
FY 1995-96;

= $4.1 million transferred to the General Fund in FY 2000-01 for flood relief;

- $243.9 million transferred to the General Fund in FY 2001-02 to help address
the state's revenue shortfall;’

+ %40 million transferred to the CMTF as cash flow reserves in FY 2003-04 was
transferred back to the General Fund that same year;

»  $185.7 million transferred to the CMTF at the end of FY 2004-05 to earn
interest for the fund was transferred back to the General Fund in FY 2005-06;

« a net total of $1.3 million transferred to the CMTF in FY 2007-08 and
FY 2008-09 as reserve money in the event of a future budget shortfall;

- $0.8 million transferred to the General Fund in FY 2009-10 to help address the
state's revenue shortfail.

The current principal balance of the CMTF is $0.5 million.

The legislature's intent was to transfer the borrowed balance of $243.2 million plus interest of $32.5 million {for a total
of $276.4 million) back to the CCF on July 1, 2002. The transfer did not take place, however, because the state
continued to experience a revenue shortfall. Several bills approved in 2002 and 2003 directed repayment of the
$276.4 million, but legislation in 2004 finally struck the reqyirement that the CMTF be repaid.
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Interest earned, appropriated, and transferred. Interest earned on the CMTF has been
available for appropriation for controfled maintenance projects since FY 1996-97. The General
Assembly can appropriate up to 50 percent of the amount of interest expected to be earned in the
current fiscal year, plus the amount of actual interest earned in the prior fiscal year and not already
appropriated.

Since 1997, a total of $105.0 million in interest earnings has been appropriated from the
CMTF. Ofthis amount, $93.6 million has funded controlled maintenance projects and $11.5 million
was transferred to the General Fund to help address the state's operating shortfall. The fund
earned $46,821 in interest in FY 2008-09.

i
i
1
:

Figure 3.3 below provides a five-year history of revenue to the CMTF and appropriations
from the fund.

Figure 3.3
Controlled Maintenance Trust Fund Revenue and Appropriations History
FY 2005-06 to FY 2002-10

A

Beginning Batance $185,656,801 $29,000 $29,000| $1,589,516 | $1,286,837 N/A

General Fund Transfer {185,627,801) ¢ 1,560,516 {302,679) (803,610) | ($185,173,574)

N/A

Ending Balance

R

$29,000 $20,000| $1,589,516} $1,286,837

Interest Earned* $6,672,379 516,065 $8.326 $46,821 $6,744 491
Interest Transferred from
the CMTF to General Fund (3,144,162) 0 o 0 0 ($3,144,162}
Interest Appropriated for
Controlled Maintenance $0 $3,200,000 $340,000 0 0 $3,540,000
Projects
2 %}
. 4

.

Fil

gﬁ%’gtf"pmp”am from 38,350502 | 310920807| 50362815 26.087.798| 24235321| $146,739,922
Amount Appropriated from

Amount A ol 2200000 340,000 0 0 $3,540,000
Z{,“Nﬁ’é’”’p”atec' from the 0.0% 9.1% 0.7% 0.0% 0.0% 2.0%

The interest for FY 2009-10 is an estimate. Half of any interest moneys earned in FY 2009-10 can be appropriated for FY 2010-11 projects.
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IV. Four-Year Outlook — State-Funded Capital Need
Versus Funding Projected to Be Available

This chapter provides a four-year summary of capital construction and conirolled
maintenance needs, and compares this need to revenue projected to be available over the same
period. State law requires the CDC to forecast the state's future needs for capital construction and
controlied maintenance, although the term "need" is not defined in state law. However, state
departments and institutions annually submit plans to the CDC that list their capital construction
needs for the next four years. Based on these requests, Figure 4.2 on Page 35 shows a
$2.4 billion revenue shortfall to meet capital needs that are estimated to total $2.6 billion over the
next four years.

State-Funded Capital Need

The estimated four-year capital needis $2.6 billion. Ofthis amount, controtled maintenance
needs total $434.5 million, or 16.6 percent of the estimated four-year need, while capital
construction needs (including certificates of participation payments) total $2.2 billion, or
83.4 percent of the estimated need.

Each September, state departments and institutions submit plans to the CDC listing their
capital construction plans and needs for the next four years. The plans submitted by agencies not
only include improvements to existing facilities, but also include the expansion, addition, and
construction of new facilities to meet growing or changing program and service needs, Based on
the plans submitted in September 2008 (the most recent data available), the state’s capital needs
are estimated to be $2.6 billion. As shown in Figure 4.2, the projected capital need in the first year
of the forecast period is more than twice that in each of the following years. This may, in part, be
because more agencies are requesting funding for an entire project in a single fiscal year, rather
than splitting funding requests into multiple fiscal years.

Controlled maintenance. Industry standards recommend annual expenditures of
2 percent to 4 percent of a building's current replacement value (CRV) to maintain and renew its
infrastructure and systems. As of January 2009, the state's existing General Fund building
inventory was valued at $7.62 billion. Based on industry standards, the State Architect
recommends a minimum of 1 percent of the CRV, or $76.2 million annually, to maintain the state’s
facilities, and an additional 1 to 3 percent, or $76.2 million to $228.6 million, to improve existing
facilities. :

Each January, the Office of the State Architect prepares a report detailing the state's current
and future controlled maintenance needs. The January 2009 report estimated an average annual
need of $131.3 million over the next four years, or about 1.7 percent of the current replacement
value of the state's General Fund building inventory (valued at almost $7.62 billion). Due to an
economic downturn in 2001 and the resulting state budget shortfall, funding for controlled
maintenance was diminished in 2002 through 2005.
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Despite the economic recession beginning in FY 2008-09 that severely limited state General
Fund revenue, the CDC fully funded Level 1 conirolled maintenance projects for FY 2009-10 in
hopes of avoiding an overwheliming unfunded backlog of projects. Level 1 controlled maintenance
largely includes projects that, if left unfunded, may affect life safety and/or lead to foss of use of
the facility or function.

Capital construction. Capital construction need varies from year fo year because
programs and services are introduced, altered, or eliminated based on factors such as changes
in enroliment at institutions or a rising number of inmates incarcerated in the state's prisons. Capital
construction needs over the next four years are projected to average $546.2 million annually, based
on the requests submitted by state departments and higher education institutions in fall 2008.

Certificates of participation (COPs). The state is currently making payments on three
COP projects, two of which were authorized by House Bill 03-1256. The most recent COP project
was authorized by Senate Bill 08-233 and constructs 12 buildings on various higher education
campuses. The source of funds for this COP project is revenue from federal mineral leases (FML);
however, for FY 2008-10 there were insufficient funds for the payment, so the payment amount
was transferred from the Capital Construction Fund. Projections included in the September 2009
Legislative Council Staff economic forecast indicate that there will be sufficient funds to make the
FY 2010-11 COP payment from FML revenues.

The exact annual payment for all three projects varies slightly from year to year, but on
average the state owes $35.2 million state funds each year for at least the next 12 years.
Figure 4.1 summarizes the outstanding payments for all COP projects.

Figure 4.1
Qutstanding Payments for State-Funded Certificates of Participation Projects

University of | Construction of $202.9 million 25 years 20 June 30, $335.6 million
Colorado seven academic 2031
Denver facilities at the

Anschutz Medical

Campus
Department | Construction of $102.8 million |2 :§ 15 years T June 30, $208.3 million
of Colorado State 2021
Corrections Penitentiary Il

{CSP i), a 948-

bed high-custody

prison
Higher Various (12 $230.8 million 20 years 18 June 30, $325.5 million
Education projects) 2028
Institutions

"The Anschutz COP payment also includes an annual cash-funded payment of up to $8 million, bringing the total payment to
about $13.1 miliion.

*HB 03-1256 authorized a construction cost of $102.8 million for the CSP |l project. However, litigation challenging the law's
constitutionality delayed the project's start, increasing the project's cost by $40.9 million due to inflation. The department
requested and received an additional $36.9 million in FY 2007-08, $2 million in FY 2008-09, and $2 million in FY 2009-10.

These amounts are not shown in the construction costs or CO

cost.

P payment amounts, but are included as part of the total project
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Anticipated Revenue

Revenue to the CCF is expected to total $291.4 million over the next four years. Figure 4.2
(see Page 35) provides the revenue sources for the CCF for FY 2009-10 through FY 2012-13.

Transfers for legislation impacting the Corrections Expansion Reserve Fund (CERF).
The General Assembly cannot pass a bill resulting in a net increase in pericds of imprisonment in
state correctional facilities unless sufficient funds are appropriated to cover any increased capital
construction costs. The current construction cost per prison bed is estimated to be $125,165. If
a bill becomes law, funds are transferred from the General Fund to the CCF for the estimated
number of prison beds. The money is immediately appropriated from the CCF to the Corrections
Expansion Reserve Fund, and is available for use on prison construction, expansion, or renovation
projects. No new legislation impacting the CERF was passed during the 2009 session. Figure 4.2
shows that $4.3 million is projected to be available for prison construction and renovation projects
over the next four years, all from appropriations authorized in prior years' legislation.

Transfers for COP payments. The state is currently making payments on three
certificates of participation (COP) projects. The state receives revenue annually from the tobacco
master settlement agreement, and a portion of this money is used to help make annual payments
on the Anschutz COP project. The payment is divided into two portions, one paid with tobacco
settlement funds and one paid with state funds. It is anticipated that revenue for the state-funded
portion of the annual payments will come from the General Fund.

in addition, the state began making annual payments in FY 2009-10 for the Colorado State
Penitentiary Il and Various Higher Education Facilities COP projects. Itis anticipated that revenue
for the Colorado State Penitentiary Il COP project payment will also come from the General Fund.
The authorized source of funds for the Various Higher Education Facilities COP project payment
is FML revenue; however, for FY 2008-09 and FY 2009-10 there were insufficient funds to make
the payment, so the payment amount was transferred from the Capital Construction Fund.
Projections included in the September 2009 Legislative Council Staff economic forecast indicate
that there will be sufficient funds to make the FY 2010-11 COP payment from FML revenues.
However, projections indicate that there will be insufficient revenue to make the FY 2011-12
payment ($10.7 million) and FY 12-13 through FY 2013-14 payments ($16.6 million/year) from this
cash source.

Over the next four years, the payments for all COP totals $120.3 million. Figure 4.2
includes money for annual payments on COF projects.

Statutory General Fund transfer pursuant to Senate Bill 09-228. Prior to FY 2009-10,
the law limited the growth of General Fund appropriations to 6 percent from one fiscal year to the
next. Senate Bill 09-228 repealed the 6 percent limit and set the growth limit equal to 5 percent of
Colorado personal income. The bill also repealed the automatic House Bill 02-1310 transfer to the
Capital Construction Fund and the Highway Users Tax Fund (HUTF). Pursuant to
House Bill 02-1310, excess General Fund reserves were transferred two-thirds to highways and
one-third to capital construction. The excess General Fund reserve was any money left over after
appropriations had been increased by 6 percent, a 4 percent reserve had been fully funded, and
the Senate Bill 97-1 diversion of 10.355 percent of sales and use tax revenue was made in full to
the HUTF.
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In lieu of the House Bill 02-1310 transfer for capital construction and transportation, the
General Assembly set a five-year statutory transfer from the General Fund to the Capital
Construction Fund and the Highway Users Tax Fund, pursuant to Senate Bill 09-228. The statutory
transfer for capital construction begins in FY 2012-13, provided Colorado personal income
increases by 5 percent or more. If personal income increases by less than 5 percent in 2012, the
entire five-year block of transfers is postponed until the first fiscal year in which personal income
increases by at least 5 percent during the calendar year in which the fiscal year originated. The
scheduled transfer to the Capital Construction Fund is 0.5 percent of General Fund revenue in
FY 2012-13 and FY 2013-14, and 1.0 percent of General Fund revenue in FY 2014-15 through
FY 2016-17.

Projections included in the September 2009 Legislative Council Staff economic forecast
indicate that personal income will only increase by 4.2 percent in FY 2012-13, and the statutory
transfer will likely be postponed by at least one year.

Capital Construction Fund interest earnings. The CCF is estimated to earn about
$8.9 million in interest over the next four years.

Federal mineral lease (FML) revenue. Figure 4.2 shows $22.7 million in FML revenue for
higher education capital projects over the next four years. Senate Bill 08-218 changed the
allocation of FML revenues, and created two new funds that provide money for higher education
capital construction and controlled maintenance projects. There are three forms of FML revenue,
of which the state of Colorado receives 50 percent. Mineral and gas companies pay a one-time
"bonus” to lease federal land for mineral development. The leasees pay regular rent for the right
to develop mineral production on federal land. And, if minerais are extracted and sold, the leasees
pay the federal government a royalty from the production.

Senate Bill 08-218 segregates FML bonus payment revenue, and distributes 50 percent to
the newly created Higher Education Maintenance and Reserve Fund. The principal of the reserve
fund cannot be transferred or appropriated, unless there is insufficient General Fund revenue for
a 4 percent reserve, in which case the legislature can authorize the expenditure of the principal for
higher education operating expenses. Interest earnings con the reserve fund may be used for
higher education controlled maintenance projects. Over the next four years, $9.8 million is
estimated to be available for higher education controlled maintenance projects from this FML
source, including the spillover from the Higher Education FML Revenues Fund, discussed below.

Senate Bill 08-218 also specifies that up to $50 million FML rent and royalty revenue that
exceeds its primary allocations be distributed to the newly created Higher Education FML
Revenues Fund, and anything over $50 million be distributed to the Higher Education Maintenance
and Reserve Fund. The principal and interest earnings of the revenues fund may be used fo pay
for higher education capital construction projects for academic purposes, or financing for such
projects. About $188.2 million is expected to be available through FY 2012-13 for higher education
capital construction projects from this FML source.
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V. 2009 Capital Construction and Controlled Maintenance Appropriations

This chapter describes the capital construction and controlled maintenance appropriations
approved during the 2009 legislative session.

Requests Submitted to the Capital Development Committee

Due to the projected budget shortfall for FY 2009-10, the Capital Development Committee
(CDC) did not hold hearings to consider all the projects requested for FY 2009-10. Rather the
committee chair issued an invitation to all state agencies to contact Legislative Council Staff to
arrange a hearing date for individual projects, if so desired. Although the CDC reviewed only some
of the projects requested for FY 2008-10, the committee spent the months of December, January,
and February reviewing FY 2009-10 requests for funding and compiling a prioritized list of capital
construction and controlled maintenance projects to recommend to the Joint Budget
Committee (JBC).

The 175 capital construction requests submitted to the CDC totaled $1.5 billion from all
sources. Of this amount, there were 114 projects totaling $654.9 million in state funds, including
35 controlled maintenance requests ($24.2 million), and 1 request for 9 regional bridge
infrastructure projects recommended by the Transportation Commission ($46.6 million). The
requests also included 61 projects totaling $814.0 million in non state funds, including
$739.7 million from cash fund sources and $74.3 million from federal fund sources.

Projects Recommended by the Capital Development Committee

The CDC recommended, in prioritized order, funding $487.5 million for 109 capital projects
for FY 2009-10. Of the amount recommended by the CDC, there were 59 state-funded projects
totaling $88.9 million — 3 capital construction projects, 2 certificates of participation (COP)
payments, and 54 controlled maintenance projects. The CDC also recommended 50 cash-funded
projects for both state departments and higher education institutions totaling $398.6 million. Ofthe
cash-funded projects, the CDC approved 9 projects that will never require state funds for
construction, operating costs, or maintenance (called Senate Bill 92-202 projects). The committee
did not recommend 74 state-funded requests and 11 cash-funded requests.

The CDC recommended funding Level |l controlled maintenance projects through score 12
($10.6 million). However, pursuant to the recommendation made by the Governor's Office of State
Planning and Budgeting, the Office of the State Architect only formally requested funding for
Level | controlled maintenance projects. Thus, the total number of projects requested and
recommended for controlled maintenance differ.
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Projects Recommended by the JBC and Approved by the General Assembly

The JBC recommended that 41 state-funded projects be included in the 2009 Long Bill,
Senate Bill 09-259. These projects included the CDC's top five priorities. In addition, the JBC
recommended a transfer from the Capital Construction Fund to the Higher Education Federal
Mineral Lease Revenues Fund to make the FY 2009-10 COP payment for the various higher
education projects financed by the November 2008 COP Issuance. The FY 2009-10 payment was
made with cash funds from the Higher Education Federal Mineral Lease Revenues Fund, but the
JBC categorized this project as a state-funded project because of the transfer of state funds to
make the payment.

The JBC also listed one additional project, the Colorado State Penitentiary |, High Custody
Expansion, Equipment and Furnishings, in its state-funded recommendation. The CDC also
recommended the project, but identified it as cash-funded. The source of funds for the project was
the Corrections Expansion Reserve Fund.

Of the $58.4 million the JBC recommended in state funds, $34.2 million (58.5 percent) was
allocated to capital construction projects and $24.2 million (41.5 percent) to controlled
maintenance.

The total amount in the final Long Bill for capital projects was $518.2 million, including
$92.8 million for state-funded projects and $425.4 million for cash-funded projects. A total of
91 projects were funded:

3 state-funded capital construction projects totaling $24.8 million,

3 state-funded certificates of participation payments totaling $43.7 million;
35 controlled maintenance projects totaling $24.2 million;

1 cash-funded capital renewal project totaling $6.0 million; and

49 cash-funded projects totaling $419.5 million.

NNNANN

Funding for the 91 projects includes:

v $14.7 million from the Capital Construction Fund {state funds), including $14.5 million
of the FY 2007-08 excess General Fund reserve and a fund balance of $0.2 million;

v $15.9 million transferred from the General Fund to the Capital Construction Fund,
including $8.1 million in interest earnings and $7.8 million transferred to the
Corrections Expansion Reserve Fund,

v $54.1 million in reversions to the Capital Construction Fund from rescinded projects

and expired appropriations;

$419.0 from cash funds; and

$40.7 from federal funds.

SN

The General Assembly adopted the Long Bilt based upon the JBC's priorities.
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Figure 5.1 below shows the distribution of funding sources for the recommended projects.

Figure 5.1
Funding Sources for FY 2009-10 Projects

Capital Construction Fund (CCF)* $58,426,092

Cash Funds (CF) 419,026,628
Federal Funds (FF) 40,715,745

e

* Of this amount, $7,766,568 is from the Corrections Expansion Reserve Fund.

Breakdown of State-Funded Projects

Of the $58.4 million in state funds included in the Long Bill, state depariments received
$40.8 million (69.8 percent) of the funding allocation. Of this amount, the Department of Personnel
and Administration received $2.0 million for the emergency fund for controlled maintenance, which
can be used for state departments and higher education institutions in the event of unforseen
controlled maintenance problems. Higher education institutions received $17.6 million
(30.2 percent) of the state-funded fotal.

Figure 5.2 below lists the number of state-funded projects by category and notes the
state~-funded portion for each.

Figure 5.2
Summary of State-Funded FY 2009-10 Projects

Controlled Maintenance

Projects 17 $11,757,956 18

$12,477,365 $24,235,321

Capital Construction
Projects

5 29,048,708 1 5,142,063 34,190,771

Figure 5.3 provides information about all projects authorized for funding for FY 2009-10.
The projects are grouped in alphabetical order by depariment or institution, with higher education
institutions listed first, followed by state departments. "Each project includes the following
information: (1) the title; (2) a funding history of the project, including the funding source, the total
prior appropriations, the amount appropriated for FY 2009-10, any future requests, and the total
project cost; and (3) a brief description of the project.
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Funding sources for the projects shown in Figures 5.3 are one or more of the following:

CCF {Capital Construction Fund, or state funds);

CERF (Correction Expansion Reserve Fund, or state funds),

CF (Cash Funds);

HUTF (Highway Users Tax Fund, or ¢ash funds),

RF (Reappropriated Funds, which refer to cash funds appropriated more than once in
the same fiscal year and so not subject to the spending limits imposed by TABOR);
and

FF (Federal Funds).

SSENENENEN
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VI. 2009 Capital Construction and Controlled Maintenance
Supplemental Appropriations

This chapter describes the capital construction and controlled maintenance supplemental -
appropriations approved during the 2009 legislative session, including funding cuts made to prior
year projects in order to address the budgetary shorifall. The previous chapter provided a
description of appropriations made for capital construction and controlled maintenance for
FY 2009-10. This chapter details supplemental appropriations made to projects during the 2009
session that impacted prior fiscal year appropriations. These changes were authorized and
enacted by Senate Bill 09-230.

Cuts to Prior Year Appropriations

Project funding was rescinded for all or part of the prior year appropriations for 61 capital
projects in order to help balance the state's FY 2008-09 and FY 2009-10 budgets.

The September 2008 economic forecasts published by Legislative Council Staff and the
Governor's Office of State Planning and Budgeting (OSPB) projected significantly
lower-than-expected revenues for FY 2008-09. The Legislative Council Staff forecast showed the
anticipated General Fund revenue reduced by $203.5 million. By March 2009, the Legislative
Council Staff economic forecast showed the General Fund forecast reduced by $586.4 million
below the budgeted amount for FY 2008-09. In total, projecied revenue was estimated to fall
$812 million, or 10.5 percent, from the prior fiscal year. Additionally, the March forecast showed
that FY 2009-10 revenue would fall another $98 million, or 1.4 percent.

The economic projections published September 21, 2008, prompted the Governorio freeze
capital construction spending for several projects appropriated during FY 2008-09 on
September 25, 2008. After allowing for state agencies to request exemptions for certain projects
included on the list, the OSPB published a final list of delayed projects on October 16, 2008. In
total, 12 projects were affected by the freeze, including 3 projects at state departments and
9 projects at higher education institutions.

In the meantime, revenue projections continued to decline, and on January 15, 2008, the
Governor froze additional capital projects. This second round of project delays impacted multipie
fiscal years and froze both capital construction and controlled maintenance projects. During the
months of January and February, the OSPB considered requests for exemptions to the published
cut list and worked with the Office of the State Architect and the Office of the State Controller, both
within the Department of Personnel and Administration, to verify expenditures and encumbrances
for projects included on the list.

On February 27, 2009, the OSPB made its final recommendation to the Capital
Development Commitiee (CDC) and the Joint Budget Committee (JBC) regarding cuts to prior
years' appropriations. The CDC made no formal recommendation to the JBC regarding these cuts,
but it heard testimony from the OSPB and provided comment regarding the project delays and
recommended cuts throughout the fall and during the first months of the session. In total, an
additional 49 projects were affected by the second freeze, including 26 projects at state
departments and 28 projects at higher education institutions.
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The cuts recommended by OSPB were formalized through Senate Bill 09-280, the
supplemental bill for capital construction, which authorized negative appropriations for 61 projects
in multiple prior fiscal years. Figure 6.1 summarizes the impact of these cuts on the Capital
Construction Fund (CCF).

Figure 6.1
Impact of Cuts to Prior Years' Appropriations on the Capital Construction Fund

“September 20

State-Funded Capital Construction 12 $54,268,736

1 State-Funded Controlled Maintenance 0 0
T R ”

State-Funded Capital Construction 10 $6,777,235

State-Funded Controlled Maintenance 39 $24,363,869

Figure 6.2 shows the impact of these cuts by fiscal year.

Figure 6.2
Impact of Cuts to Prior Years’ Appropriations by Fiscal Year

FY 2005-06 2 $187,838
FY 2006-07 5 $2,878,672
FY 2007-08 36 $16,219,803
FY 2008-09 23 $66,123,527

* The project total differs from that cited etsewhere in the chapter because appropriations
for 5 projects were made in multiple fiscal years, so are listed twice in this table.
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The combined impact of these 61 projects was a reversion of $85.4 million state funds to
the CCF. The funds were made available for FY 2009-10 capital construction and controlled
maintenance projects and for transfer to the General Fund for budget balancing purposes.
Pursuant to Senate Bill 09-279, the JBC recommended a transfer of $28.9 million from the
remaining CCF balance to the General Fund for the purpose of budget balancing in FY 2008-10.

One project, Department of Public Safety, Alamosa Troop Office, Regional Communications
Center, was frozen by the Governor, but the JBC recommended that it be funded with moneys from
the Highway Users Tax Fund in FY 2009-10. Therefore, this project is included both on the list of
cut projects and in the 2009 Long Bill for funding.

Senate Bill 09-280 also included a transfer of $26.6 million in FY 2008-09 from the CCF to
the Higher Education Federal Mineral Lease Revenues Fund in order to make the FY 2009-10
certificates of participation (COP) payment for 12 higher education capital construction projects.
Further details are provided in Chapter V.

Figure 6.3 (Page 62) lists all 61 projects, including project title, affected fiscal year, the
amount of money reverting to the CCF, and the project type.

2009 Supplemental Requests

State departments and higher education institutions must submit requests for supplemental
funding, including requests for extensions of time only, to the CDC. The supplemental
appropriations bill for capital construction included 16 such requests. The combined impact of the
requests from all funding sources is $60.5 million, including $52.3 million from cash funds and
$8.2 million from federal funds. Figure 6.4 (Page 65) summarizes the 2009 supplemental requests
including project title, affected fiscal year, request amount, and a brief explanation of the request,
as submitted.
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Figure 6.4 — Supplemental Appropriations
2009 Legislative Session

Science/Engineering Buildings, Phase | of lfi N/A N/A N/A N/A

The university states the project spending authority deadline should have been extended when the university received additional state funds
spending authority in the FY 2007-08 Long Bill. However, due to conflicting titles listed in the FY 2006-07 and FY 2007-08 Long Bills, the project was
assigned multiple project numbers by the State Controlier. The FY 2006-07 state funds appropriation will expire June 30, 2008, rather than June 30,
2012, unless it is reauthorized.

Human Services

Child Care Autormnated Tracking System (CHATS)

Replacement FF $0 $6,206,119 $6,206,11 QF

The project has encountered cost overruns because vendor bids that meet the project's specified requirements are exceeding previously approved
spending authority, the request for which was based on an cutdated feasibility study. Approval of the supplemental request will allow the department
to avoid a one-year work delay and potential cost increases.

Child Care Automated Tracking System (CHATS)
Replacement

N/A N/A - N/A N/A

The department was unable to complete the contract by June 30, 2008, so its spending authority for the project has lapsed. In order to proceed, the
department needs reauthorized spending authority for the FY 2007-08 appropriation of %8.5 millien FF, The department plans to select a vendor in
September 2008, and plans to negotiate the contract and encumber funds in October 2008. The full appropriation of $14.7 million FF must be
available in order to sign the contract so the vendor can begin the work.

Colorado School of Mines
Brown Half Addition CF $27,305,840 $2,000,000 $29,305,840})
These cash funds will replace the $2.0 million in state funds that were frozen September 25, 2008, by the Governor.
Colorado State University

Catspaw Ranch Conservation Easement (202 Project) N/A N/A N/A N/A

R

The owner of the Banded Peak Ranch has decided not to go forward with the sale of the conservation easement, and the university decided to
foursue another conservation easement in the area in order to protect the Navajo River Watershed from development.

Rockwell Hall Business Expansion CF $0 $3,400,000 $3,400,000]

The university says project costs have increased for the following reasons:

¢ donors have requested upgraded finishes on the building,

« the bridge connection has been enlarged to accommodate a study area;

» deteriorated steam lines requested but not funded as FY 2008-08 controlled maintenance need to be replaced prior to accupancy of the new
addition;

» the university is voluntarily pursuing LEED gold certification;

« the building's elevation needs to be raised and shored with upgraded materials; and

= construction costs have increased due to defays in bidding the project.

Approval of this request will allow the university to award one project contract for all other work on the building.

Student Recreation Centfer 2nd Addifion/Rencvation (202

|Project CF $0 $2,377,303 $2,377,303

The university wants to minimize program disruption and realize cost savings by addressing building deferred maintenance needs during the
renovation. Increased spending authority is needed before the 2009 session in order to award the contract bid packages prior to the scheduled
project start date of spring 2009.

65




Figure 6.4 — Supplemental Appropriations
2009 Legislative Session

R

Human Service

Colorado State Veterans Cenfer at Homelake - CF $0 $250,000 $250,000]
Domiciliary Renovation FF $0 $464,286 $464,286
The project scope was reducad during the pricing phase to compensate for various cost increases, but it was determined that the Outpatient Clinic

cannot be omitted because of program certification requirements. Construction is scheduled to begin in August 2008, so additional funding is
needed before then to avoid delays and related cost increases.

Natural Resources -- Wildlife
Small Maintenance and improvement Projects N/A N/A N/A N/A

The division cannot proceed with the construction of an interactive billboard at its Denver headquarters property until both sources of funds for this
project are correctly identified in the authorizing legistation, House Bill 08-1375. Currently, the bill indicates that $561,000 for this project is from the
\Wildlife Cash Fund. However, for this project, only $361,00C¢ comes from the Wildlife Cash Fund while the remaining $200,000 comes from the
Wildlife Management Public Education Fund.

Revenue
Document Management and Facial Recognition Systems CF $0 $1,858,000 $1,858,000
Upgrade FF $0 $1,542,120 $1,542,120

The Division of Motor Vehicles' facial recognition and document issuance systems are outdated and unable to suppert new applications and
enhancements. The department says these systems need to be updated as soon as possible in order to address growing concern about identity
theft and fraud perpetrated using state-issued driver's licenses and identity cards.

Lottery Back Office System Migration CF $0 $2,415,000 $2,415,000

Customer service and support for the division's computer system will not be provided after June 2009, which could result in possible computer
lsystem failure and a loss of as much as $31.7 million in sales and $8.9 million in proceeds. The division says it will take a minimum of six months to
implement a new system.

University of Colorado at Boulider

Andrews Hall, Smith Hali, and Buckingham Hall
Renovations (202 Project) CF $0 $16,980,600 $16,980,600}
The university says it needs additional beds due to changes in program requirements and rising student housing demand. In addition, the cost of
certain construction materials has increased. The university also decided to:

» increase energy efficiency to reduce long-term operating costs;

 replace the existing storm drainage system, which is inadequate;

» make landscape and irrigation improvements to reduce long-term maintenance costs; and
» make telecommunication upgrades that wouid have been required in the future.

Community Dining and Student Center (202 Project) CF 30 $18,837,404 $18,837,404

The university’s Flagship 2030 Strategic Plan projects an additional 6,500 students by 2030, and the university wants to be ready to provide
centralized dining, parking, and related administrative services for the anticipated volume of students. The university explains that the project is
$13.0 million over budget as originally conceived, but that with the programmatic and design changes described in this request, the university can
accomplish maore than originally planned for an additional $18.8 million, while supporting the objectives of the Flagship 2030 Strategic Plan.

University of Colorado at Colorado Springs
Events Center (202 Project) CF 50 $1,926,258 $1,926,258

The project has encountered cost overruns associated with increased energy and materials costs for shoring the building site, inflation in the
construction sector, and the decision to seek LEED certification for the project. Approval of the supplemental request will allow the university to
avoid additional cost increases and delays in student programs skated to commence in the facility.
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JUniversity of Colorado Denvér

Business School Purchase and Renovation of 1475

Lawrence Street N/A N/A N/A N/A

Purchase of the 1475 Lawrence Street building has been delayed until a footnote error in the 2008 Long Bill pertaining to the project is corrected.

Western State College
New College Union Building (202 Project) CF $0 $2,287,500 $2,287,500]

kconstruction costs are greater than the college's projections, and the project's estimated costs at this time exceed its spending authority. The
college wants to maintain the overall timeline to complete the project by winter 2010, and approval of this request will allow construction work to
continue.

FY 2006-07 Subtotal N/A N/A N/A N/A
FY 2007-08 Subtotal FF $0 $6,206,119 $6,206,119
FY 2008-09 Subtotal CF $27,305,840 $52,332,065 $79,637,205

FF $0 $2,006,406 $2,006,406
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VIl. Other Action Taken by the CDC During FY 2008-09

The Capital Development Committee (CDC) acted on a number of items during FY 2008-09
in addition to making recommendations for FY 2009-10 capital construction and controlled
maintenance projects. This chapter summarizes action taken by the CDC regarding six-month
waiver requests, property transactions, and other miscellaneous issues.

Six-month waivers. Colorado law requires any department or institution that does not
initiate a project and encumber funds within six months of the appropriation date to request a
waiver of the six-month encumbrance deadline from the CDC. Upon approval, the CDC forwards
its recommendation to the State Controller. In 2008, the Generat Assembly approved new
legislation exempting higher education capital construction projects funded from cash sources heid
by the institution from this requirement. Figure 7.1 (page 70} lists eight six-month waiver requests
considered and approved by the CDC in FY 2008-09.

One additional project, Colorado Outdoor Educational Recreation Center, Division of
Wildlife, requested and was granted a waiver of the six-month encumbrance deadline concurrent
with its request for cash funds spending authority.

Property transactions. The Division of Parks and Outdoor Recreation and the Division
of Wildiife, both within the Department of Natural Resources, are statutorily required to submit
property transaction proposals to the CDC for review and comment. The CDC makes its
recommendations regarding Parks and Wildlife property transactions to the State Parks Board and
the Wildlife Commission, respectively. The source of funds for Department of Natural Resources
property transactions is cash funds, including revenue earned from the sale of the Habitat Stamp
and state lottery proceeds dedicated to the Great Outdoors Colorado Trust Fund. Figure 7.2
(page 71) lists the 22 Department of Natural Resources property transactions that the CDC
reviewed and commented upon in FY 2008-09. The Division of Wildlife submitted 20 proposals,
and the Division of Parks and Outdoor Recreation submitted 2 proposals.

The CDC also considered four property transactions submitted by other state agencies,
including three proposals from the Department of Personnel and Administration, two of which were
submitted on behalf of other agencies, and one proposal from the Department of Human Services.
The CDC is statutorily required to make recommendations regarding Department of Personnel and
Administration and Department of Human Services property fransactions to the executive director
of the respective departments. Figure 7.3 (page 74) details these additional property requests,
and lists both the department making the request and the department that will operate and maintain
the property.

All of the property transaction proposals submitted during FY 2008-09 were favorably
recommended.

Miscellaneous. Finally, Figure 7.4 (Page75) provides a description of miscellaneous
actions taken by the CDC in FY 2008-09.
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Figure 7.1
Six-Month Waiver Requests Approved by the CDC
July 1, 2008 - June 30, 2009

Colorado Historical Society $385,000 CCFE
New Colorado History Museum Relocation Logistics

The project was requested as an emergency supplemental and funded by HB 08-1 303. The appropriation was made March 19, 2008, and the
encumbrance deadline is September 19, 2008. CHS says it mistakenly believed that it had until October 18, 2008, to encumber the funds. CHS
says it is requesting an extension to the encumbrance deadline in order to finalize a contract with a new project liaison.

Colorado State University $650.814 CF
Veterinary Teaching Hospital — Digital Imaging Equipment Purchases

A waiver is necessary because the university believed that the project was exempt from the six-month encumbrance rule and did not encumber
funds for design services until after the deadline. CSU explains that it believed the six-month encumbrance rule did not apply to cash projects;
however, exemption from the six-month encumbrance rule only applies to cash sources held by the institution, and funds from other cash sources
are not exempted. The source of cash funds for a portion of the project is Westem Interstate Commission for Higher Education {WICHE) funds.

Colorado State University $1.400,000 FF
Veterinary Teaching Hospital — PET/CT Scanner Purchase and Installation

A waiver is necessary because the university believed that the project was exempt from the six-month encumbrance rule and did not encumber
funds for design services until after the deadline. CSU explains that it believed the six-month encumbrance rule did not apply to cash projects;
however, exemption from the six-month encumbrance rule only applies to cash sources held by the institution, and funds from other cash sources,
including federal funds, are not exempted.

Corrections $540,486 CCF
Repair Waste Water Treatment Plant and Water Storage Tank, Fort Lyon Correctional F

A waiver is necessary because the department experienced a delay in the contract process. The department was negotiating professional services
for both Fort Lyon projects funded this year, and negotiations were delayed when the Govenor implemented a freeze on capital construction projects
on September 25, 2008. Once the department clarified that this repair project was not subject to the freeze, negotiations resumed.

Human Services $14,747,783 FF
Child Care Automated Tracking System (CHATS)} Replacement

A waiver is necessary because the department has not finished contract negotiations with its selected vendor. The department anticipates execuiing
the contract and encumbering funds no later than March 1, 2008.

Lamar Community College $443,856 CCF
Upgrade Ventilation System, Trustee Building

A waiver is necessary because the college’s staff did not realize that the funds needed to be encumbered immediately after the State Architect
signed the contract on October 27, 2008. At that time, the college did not have anyone on staff with controller signature authority, so the contracts
were sent to the State Controtler's office for signature and were signed by November 12. The college says the contract is ready to go and funds can
be encumbered immediately if the waiver reguest is approved.

Natural Resources -~ Parks $750,000 CF
Boat Ramp Construction, Nighthorse Reservoir

A waiver is necessary because the division is working on an intergovernmental agreement with the Division of Wildlife, which must enter into an
agreement with the U.S. Bureau of Reclamation (BOR) before construction work on the ramp can begin. The BOR is overseeing and performing the
actuat construgtion work.

Natural Resources — Wildlife $4,098,840 CF
Land and Water Acquisitions, Division of Wildlife

The project allows the division to acquire real property through a competitive bid process. The division requested a waiver because it takes time to
develop and publicize requests for proposal, and to review bid proposals that it receives. In addition, the process can be delayed by various factors,
such as the availability of property in areas of interest to the division or the need to negotiate with the landowner. According to the division, entering
into an agreement within six months is not always feasible, practical, or in the best interest of the division or the state.

$1,369,342 State Funds
$5,508,654 Cash Funds
$16,147,783 Federal Funds
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Figure 7.3

Additional Property Transactions Reviewed and Commented Upon by the CDC
July 1, 2008 — June 30, 2009

$5,071,100 CF

. S0
EP)e:)artmelntﬁcfi gepadmein tr?:' 2 Jetway Pueblo Lease Purchase (included in
ersonnel a ersonne! & Court ($266,900 per year for fease
Administration Administration 19 years, using an payments)
annual operating
expenses appropriation}
Department of Department of 350 West $847,000 CF $20,136
Personnel and R p Carr Avenue | Cripple Creek . . Limited Gaming
g - evenue {authorized in
Administration Purchase HB 08-1375) Fund
Department of | Argo Tunnel so | $1,000,000 CF
EZPS%T:;”;#; Public Health Water Idaho Hazardous
Administration and Treatment Springs ) Substance
Environment Plant Donation | response Fund
. . Baby Haven %0
Department of University of Daycare - $7-814 per foot
Human Colorado P Denver .
- rogram . (fundraising)
Services Denver Facility Donation

* The lease-purchase acquisition was authorized by House Bill 09-1083.
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September 22, 2008

Figure 7.4
Miscellaneous CDC Action and Activities
July 1, 2008 — June 30, 2009

Heard briefing from Division of Parks and Outdoor Recreation about the findings of a
recent audit.

Heard update about the 1 Percent for Art in Public Places Program from the Colorado
Council on the Arts.

October 27, 2008

Accepted the recommendation from the Capitol Building Advisory Committee to allow
the Colorado Quilt Council to display quilts in the State Capitol Building between
June 1, 2009, and August 21, 2008.

December 2, 2008

Elected a new committee chair and vice-chair.

January 13, 2009

Agreed to sponsor three committee bills pertaining to capital construction:
+ A bill to extend the scheduled repeal of the CDC to July 1, 2014.

+ A bill to add language to current law to exempt capital construction projects at
institutions of higher education that are funded with federal moneys from the
requirement that a contract be executed and encumbered within six months after
the date of appropriation.

« Abillto require that real property transactions be submitted by the Division of Parks
and Outdoor Recreation and the Division of Wildiife to the CDC only after the State
Parks Board or Wildlife Commission have approved the transaction, but before the
transaction has been finalized.

Heard the Office of the State Architect annual report, including recommendations for
funding for controlled maintenance projects.

January 15, 2009

Voted to accept the recommendation of the Capitol Building Advisory Committee for a
one-year trial to hang art in the lower-level basement rotunda.

January 22, 2009

Heard testimony from various stakeholders in the higher education cash project capital |
process.

January 27, 2009

Considered House Bill 09-1083 pursuant to House Rule 50, which requires the CDC to
review bills dealing with capital construction. Voted to favorably recommend the bill to
the House State, Veterans, and Military Affairs Committee.

February 10, 2009

Voted to accept the recommendation of the Capitol Building Advisory Committee to
move the information desk and its associated materials from the west side of the first
fioor of the Capitol to the east side of the first floor.

Considered request for Highway Users Tax Fund spending authority for Port-of-Entry
Mobile Scale Replacement project — motion failed on a tied vote.

February 24, 2009

Voted to approve the program plan for the proposed Youth Offender System Multi-Use
Support Building, Division of Youth Corrections, Department of Human Services.

March 12, 2009

Voted to approve the program pian for the proposed Northeast Region Youth Services
Center Facility, Division of Youth Corrections, Department of Human Services.
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Figure 7.4 (Cont.)
Miscellaneous CDC Action and Activities
July 1, 2008 — June 30, 2009

March 17, 2009

Voted to approve the program plan amendment for the proposed 250-Bed Expansion,
San Carlos Correctional Facility, Department of Corrections.

March 19, 2009

Agreed to sponsor one committee bill pertaining to capital construction:

+ Abill reducing the cash funds transfer amount from the State Historical Fund to the
State Museum Cash Fund for FY 2009-10 and FY 2010-11 in order to
accommodate lower-than-expected limited gaming revenue in FY 2008-09.

Agreed to sponsor one committee bill pertaining to capital construction:

April 7, 2009 + Abill changing the review process for cash-funded capital construction projects at
higher education institutions.
Aprit 23, 2009 Discussed possible interim travel schedute.
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Viil. Legislation Impacting Capital Construction Funding
or the Capital Development Process — 2009 Legislative Session

A number of the bills considered by the General Assembly during the 2009 legislative
session affected capital construction and the duties of the Capital Development Committee (CDC).
Figure 8.1 (Page 82) summarizes and provides fiscal information about 30 bills. A discussion of
the full impact of the most significant of these measures on the capital construction process and
the duties of the CDC follows.

Budget Balancing

An economic recession beginning in late FY 2008-09 created a state budget shortfall for
FY 2008-02 and FY 2009-10, leading the General Assembly to consider a number of budget
balancing bills during the 2009 session. These bills affected funding for both past and future
capital construction and controlled maintenance.

Cash fund transfers. Senate Bill 09-279 authorizes the transfer of $28.1 million from the
Capital Construction Fund and $0.1 million from the Controlled Maintenance Trust Fund on
July 1, 2009, in order to augment state General Fund revenue for FY 2008-09 through FY 2010-11.
The moneys transferred from the Capital Construction Fund were reverted to the fund pursuant to
Senate Bill 09-280 from 61 prior years' capital construction projects that were frozen by the
Governor. The combined impact of the 61 frozen projects is a reversion of $85.4 million state
funds to the Capital Construction Fund. Of the $85.4 million state funds reverted to the Capital
Construction Fund, $28.1 million was fransferred to the General Fund for budget balancing
purposes, and $57.3 million was made available for FY 2009-10 capital construction and controlled
maintenance projects.

Another bill, Senate Bill 09-208, transfers money from 38 different cash funds to augment
General Fund revenue in order to help address the state's budget shortfall. The bill transfers up
to $33.7 million from the Higher Education Federal Mineral Lease Maintenance and Reserve Fund
to the General Fund, to be used toward FY 2009-10 operating expenses for higher education
institutions. The Higher Education Federal Mineral Lease Maintenance and Reserve Fund earns
revenue primarily from one-time "bonus" payments made by mineral and gas companies to lease
federal lands for mineral development. The principal of the fund cannot be fransferred or
appropriated, unless there is insufficient General Fund revenue for a 4 percent reserve, in which
case the legislature can authorize the expenditure of the principal for higher education operating
expenses, which occurred during the 2009 session.

Changes to existing transfer of excess General Fund reserve for capital construction.
Under current law, up to 10.355 percent of sales and use tax revenue is diverted to the Highway
Users Tax Fund annually after General Fund appropriations have increased by 6 percent over the
prior fiscal year and a 4 percent reserve has been fully funded. Pursuant to House Bilt 02-1310,
any remaining excess General Fund reserves are then transferred two-thirds to highways and
one-third to capital construction. Senate Bill 09-228 repeals the automatic House Bill 02-1310
transfer. Senate Bill 09-228 also repeals the 6 percent growth limit in General Fund appropriations
from one fiscal year to the next, and sets the growth limit equal to 5 percent of Colorado personal
income. Another bill, Senate Bill 09-278, also repeals the House Bill 02-1310 transfer, but only
for FY 2008-09 and FY 2009-10. In lieu of the House Bill 02-1310 transfer, Senate Bill 09-228
sets a five-year statutory transfer from the General Fund to the Capital Construction Fund. The
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statutory transfer for capital construction begins in FY 2012-13, provided Colorado personalincome
increases by 5 percent or more. If personal income increases by less than 5 percent, the entire
five-year block of transfers is postponed until the first fiscal year in which personal income
increases by at least 5 percent during the calendar year in which the fiscal year originated.

According to the fiscal note, the scheduled transfer to the Capital Construction Fund may total
between $369 million and $439 million for the five-year period. The scheduled transfer to the
Capital Construction Fund is 0.5 percent of General Fund revenue in FY 2012-13 and FY 2013-14,
or between $42 million and $47 million per year, and 1.0 percent in FY 2014-15 through
FY 2016-17, or between $95 million to $115 million per year.

Capital Construction Projects

Spending on capital construction. Senate Bill 09-259 (the Long Bill) provides funding
for FY 2009-10 for 91 capital construction and controlled maintenance projects totaling
$518.2 million, including $58.4 million in state funds, and $459.8 million in cash and federal funds.
The bill funds 3 certificates of participation payments, 3 state-funded capital construction projects,
35 state-funded controlied maintenance projects, and 50 cash projects. Senate Bill 09-280 makes
supplemental capital construction appropriations for 16 projects, including 2 requests for extensions
of time only, and 2 requests to amend information about the source of cash funds listed in the 2008
Long Bill. The combined impact of the 16 supplemental requests from all funding sources is
$60.5 million in cash and federal funds. No state-funded supplemental appropriations for capital
construction were funded during the 2009 session for any prior fiscal years.

Revenue for capital construction. Moneys for capital construction and controlled
maintenance projects approved during the 2009 session were provided by transfers from the
General Fund to the Capital Construction Fund, reversions to the Capital Construction Fund from
prior years' projects frozen by the Governor, and Capital Construction Fund interest earnings.
Senate Bill 09-259 provides $23.2 million in revenue for FY 2009-10 projects, including $8.8 million
from the Capital Construction Fund balance and interest earnings, and $14.4 million of excess
General Fund reserves transferred to the Capital Construction Fund pursuant to
House Bill 02-1310. Senate Bill 09-280 provides $57.3 million for FY 2009-10 capital construction
and controlled maintenance projects from prior years' appropriations frozen by the Governor.

Duties of the Capital Development Committee

House Bill 09-1169 extends the repeal of the Capital Development Committee (CDC) to
July 1, 2014. Without a change in law, the CDC was scheduled to sunset on July 1, 2009.
Senate Bill 09-228 requires the CDC to develop and make recommendations concerning new
methods of financing the state's ongoing capital construction and controlled maintenance needs
by January 1, 2016.

Changes to reporting requirements and encumbrance deadlines. Two bills considered
during the 2009 session clarify reporting requirements to the CDC regarding certain types of
projects. House Bill 09-1168 clarifies the order of approval for real property transactions submitted
by the Division of Parks and Outdoor Recreation and the Division of Wildlife. The bill requires that
real property transactions be submitted to the CDC after the Wildlife Commission or State Parks
Board has approved the transaction, but before the transaction has been finalized.
Senate Bill 09-096 adds language to current law to exempt capital construction projects at
institutions of higher education that are funded with federal moneys from the requirement that a
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contract be executed and encumbered within six months after the date of the appropriation.
Pursuant to legislation passed during the 2008 session, capital projects at institutions of higher
education that are constructed solely from cash funds held by an institution of higher education are
already exempt from the six-month encumbrance deadline.

Legistation Concerning Property Transactions

Changes to existing law regarding property transactions. Under current law, a
lease-purchase agreement that costs more than $50,000 over the length of the lease agreement
must be authorized by bill, other than a supplemental appropriations bill or the annual
appropriations bill. House Bill 09-1218 raises the payment threshold for lease-purchase
agreements that must be authorized by bifl from $50,000 to $500,000. It also changes the
definition of lease-purchase agreement to conform to the federal definition of capital lease in the
Generally Accepted Accounting Principles issued by the Governmental Accounting Standards
Board. The responsibility to ascertain whether a lease-purchase agreement conforms to these
standards is vested in the Office of the State Controller. The bill does not change the
responsibilities of the CDC regarding the review of reports submitted prior to the acquisition of
property through a lease-purchase agreement.

Property transactions authorized during the 2009 session. The General Assembly
considered and approved several property transactions concerning the sale, lease, and/or
purchase of state property during the 2009 session. Senate Bill 09-056 authorizes the executive
director of the Department of Human Services to sell the Trinidad State Nursing Home. Senate
Bill 09-043 authorizes the merger of Pueblo Community College located in Pueblo, and the San
Juan Basin Area Vocational School located in Mancos just east of Cortez. The vocational school
will be called Southwest Colorado Community College, a division of Pueblo Community College,
and will be eligible for state funds for controlled maintenance beginning July 1, 2009.
House Bill 09-1083 authorizes the Department of Personnel and Administration (DPA) to acquire,
through lease-purchase, an office warehouse building in Pueblo for continued use by the DPA's
Integrated Document Solutions operations. The annual lease-purchase payments will be made
from the department's operating budget.

Another bill, Senate Bill 09-235, makes changes to existing law regarding the purchase of
conservation easements. The CDC is statutorily charged to review and comment on proposed
property transactions. The bill prioritizes the expenditure of funds generated from the sale of
habitat stamps and wildlife passports to include protecting big game winter range and migration
corridors, and acquiring public access to wildlife-related recreation, including fishing, hunting, and
wildlife viewing. The bill prohibits the use of habitat stamp fee proceeds for the purchase of a
third-party conservation easement unless 15 percent or more of the purchase price comes from
a source other than the Division of Wildlife.

Legislation Impacting Higher Education Capital Construction

Changes to laws affecting funding for higher education capital construction. Under
current law, auxiliary facilities operated on the campuses of state-funded higher education
institutions, such as parking operations or recreation centers, may be designated as enterprises.
House Bill 09-1229 eliminates the automatic expiration of enterprise status for an auxiliary facility
so long as the auxiliary facility meets the requirements of an enterprise. An enterprise is defined
by the Colorado constitution as a government-owned business that has the authority to issues
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bonds and receives less than 10 percent of its annual revenues from state and local government
grants combined. Under current law, enterprise status must be reauthorized each year, by bill, by
the General Assembly. Revenue earned from the operation of auxiliary facilities may be used as
a funding source for capital projects on college campuses.

House Bill 09-1272 provides additional revenue to community colleges to supplement
existing state funding and gives colleges the authority to issue bonds for capital projects from the
new source of revenue. The bill implements Amendment 50, the initiated measure approved by
Colorado voters at the November 2008 General Election, and by members of three gaming
communities in a separate election, which expands the definition of limited gaming in the state to
include the games of roulette and craps and to increase the maximum single bet limit for ail games
to $100. The bill directs the Limited Gaming Commission to distribute 78 percent of any new
revenue attributable to extended limited gaming to 15 public community colleges, junior colleges,
and local district colleges. The bill also distributes new revenue to two-year programs at Mesa
State College and Adams State College. The new revenue will be distributed to colleges in
proportion to the number of fuli-time equivalent students enrolled during the previous fiscal year
at each college, as reported by the Colorado Commission on Higher Education.

New review process and requirements for higher education institution cash-funded
capital construction. The CDC worked with representatives from various higher education
institutions throughout the 2009 session to make changes to the review process for cash-funded
capital construction projects and to identify what types of cash-funded projects may qualify for
future state dollars for controlled maintenance. Senate Bill 09-290 directs higher education
institutions to annually submit two-year projections for all capital projects to be constructed using
cash funds, and costing more than $2 million.  The bill directs the CDC to review and approve the
two-year projections annually. Any capital project listed and reviewed as part of an institution’s
two-year projection may commence construction upon approval of an institution's governing board,
and without further legislative review, unless it is subject to the Higher Education Revenue Bond
intercept Program (intercept program). The intercept program directs the state treasurer to make
payments of principal and/or interest on bonds, on behalf of a state-supported institution of higher
education, in the event a higher education institution does not make a scheduled payment.
Pursuant to the bill, higher education cash-funded projects can fall into one of four categories, as
follow:

1. non-academic buildings that are to be constructed, operated, and maintained solely
from cash funds;

2. academic buildings to be constructed from cash funds and operated and maintained
from such cash funds, or from state moneys appropriated for such purposes;

3. non-academic buildings subject to the intercept program that are to be operated and
maintained solely from cash funds; or '

4. academic buildings subject to the intercept program to be constructed from cash funds
and operated and maintained from such cash funds, or from state moneys appropriated
for such purposes.

The bill requires that any cash-funded capital construction project at a higher education
institution that is eligible for future state dollars for operating or maintenance to comply with the
provisions of the high performance certification program.
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Senate Bill 09-290 states that it is the responsibility of each higher education institution's
governing board to ensure cash-funded projects are planned and constructed in accordance with
the institution’s mission, are of a size and scope to provide for the defined program needs, and are
designed in accordance with all applicable building codes and accessibility standards.

Expanded academic authority for certain higher education institutions. Three bills
extended or defined the academic authority of certain higher education institutions. Changes in
academic programs can drive future capital need because of programmatic shifts and/or increased
overall student enrollment. Senate Bill 09-043 limits the authority of Fort Lewis College to issue
two-year associate's degrees to only an associate's of arts degree in agricultural science.
Senate Bill 09-086 creates the Colorado State University — Global Campus online university, which
will offer baccalaureate and graduate degrees. The online university will be operated under the
supervision of the Board of Governors of Colorado State University (CSU) and will be the third
campus in the CSU system. House Bill 09-1295 authorizes Metropolitan State College of Denver
{Metro) to offer master's degree programs that address the needs of its urban service area. Prior
to the adoption of new graduate programs at Metro, the college is required to seek approval from
the Colorado Commission on Higher Education.

Legislation Impacting the Colorado Historical Society

Two bills considered by the General Assembly during the 2009 session impact future
funding for Colorado Historical Society (CHS) capital projects. House Bill 09-1333 reduces the
cash funds transfer amount from the State Historical Fund to the State Museum Cash fund for
FY 2009-10 and FY 2010-11 in order to accommodate lower-than-expected gaming revenue in
FY 2008-09. Moneys in the State Museum Cash Fund will be used to make certificates of
participation payments for the New Colorado History Museum, which is currently under design.
House Bill 09-1272 may reduce future available revenue for CHS operating expenses and state
historic preservation grants. Under current law, CHS receives 28 percent of limited gaming
revenue in the state. House Bill 09-1272 limits the growth in transfers to the State Historical Fund
from limited gaming revenue to the prior year's transfer plus up to 6 percent of the revenue
attributable to extended limited gaming.
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CCF

CCFE

CCHE

cDC

CERF

CF

CFE

CMTF

COP

CRV

FF

FML

GF

GSF

HUTF

JBC

OSPB

RF

TABOR

IX. Glossary

Capital Construction Fund

Capital Construction Funds Exempt

Colorado Commission on Higher Education

Capital Development Committee

Corrections Expansion Reserve Fund (Section 17-1-116, C.R.S.)
Cash Funds

Cash Funds Exempt

Controlled Maintenance Trust Fund (Section 24-75-302.5, C.R.S.)
Certificates of Participation

Current Replacement Value

Federal Funds

Federal Mineral Lease

General Fund

Gross Square Footage

Highway Users Tax Fund (Section 43-4-201, C.R.5.)

Joint Budget Committee

Governor's Office of State Planning and Budgeting
Reappropriated Funds

the Taxpayer's Bill of Rights Amendment. Article X, Section 20 of the Colorado

Constitution. The purpose of the amendment is to "reasonably restrain most the
growth of government.”

Capital Development Committee
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