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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. The term "capital" collectively refers to three
types of projects: capital construction, capital renewal, and controlled maintenance.

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 projects are system- or maintenance-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 operated buildings, and
other physical facilities.

Five-Year History of Capital Construction and Controlled Maintenance Appropriations

State-funded appropriations totaled $579.3 million for the five-year period ending in
FY 2010-11. The low points in total appropriations during the last five-year period came in
FY 2009-10 and FY 2010-11. The state entered a recession beginning in FY 2008-09. In the three
fiscal years preceding FY 2009-10, an average of $170 million per year was appropriated for capital
projects. In contrast, an average of $34.6 million was spent on capital projects in FY 2009-10 and
FY 2010-11, or about one-fifth of the average amount appropriated in each of the previous three
fiscal years.

Funding for state departments and higher education institutions. State departments
received $309.1 million (53.4 percent) of total capital appropriations over the five-year period, while
higher education institutions received $270.2 million (46.6 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 2006-07 to FY 2010-11
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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 Facility.

Gross Square Footage of State Facilities

As of January 2010, the total gross square footage (GSF) of state-occupied facilities was
64.0 million GSF, according to the Office of the State Architect. The estimated replacement value
is $12.7 billion.

The total GSF of state-occupied facilities grew 0.8 million GSF, or 1.3 percent, between
calendar year 2008 and calendar year 2009, which increased the total estimated replacement value
by $1.2 billion, or 9.2 percent.
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Capital Construction Fund and Controlled Maintenance Trust Fund Revenue

Revenue made available for capital projects from all state sources totaled $684.2 million
for the last five fiscal years. Of this amount, $47.4 million, or 6.9 percent, was made available for
FY 2010-11 projects. Funding for FY 2010-11 projects was largely made available from General
Fund transfers. Over the past five years, the CCF has been the primary source of revenue for
capital construction and controlled maintenance projects.

Figure B identifies six sources of revenue for capital projects and the amounts attributable
to each source. A description of each funding source follows.

General Fund transfers or appropriations. The General Assembly, during annual budget
deliberations, may transfer or appropriate General Fund moneys to the CCF. Until 2009, the total
appropriations from the General Fund were limited to 6 percent growth over the prior fiscal year;
however, transfers were not subject to the 6 percent limit.

House Bill 02-1310 excess reserve credit. From 2004 to 2009, one-third of General Fund
excess reserves were transferred annually to the CCF. The other two-thirds were credited to the
Highway Users Tax Fund. Legislation passed during the 2009 session repealed the automatic
transfer beginning in FY 2008-09; therefore, FY 2009-10 marked the last year that money was
made available for capital projects from this revenue source.

Interest earnings, reversions, and deposits. Interest accruing to the CCF, through the
investment of money in the fund, is retained in the fund. 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.

Higher Education Federal Mineral Lease Revenues Fund. During the 2008 legislative
session, the General Assembly passed Senate Bill 08-218 in order to provide a new source of
revenue for higher education capital projects. The bill changed the allocation of federal mineral
lease (FML) revenues, and created two funds to provide money for higher education capital
construction and controlled maintenance projects.

State Land Board funds. The State Land Board manages eight public trusts that earn
revenue from the lease of state trust lands. The Public Building Trust Fund is one of the trusts
managed by the State Land Board. Pursuant to the enabling act of the Colorado Constitution, the
available balance of this fund may be used for the purpose of erecting and maintaining public
buildings.

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 were financed through certificates of
participation (COPs).
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Figure B
Revenue Made Available for Capital Projects (in millions)
FY 2006-07 to FY 2010-11

FY FY FY FY FY Five-Year
Revenue Source 2006-07 |2007-08 | 2008-09 | 2009-10 [ 2010-11 Total

General Fund

Transfers for prison construction or expansion
projects, or to fund a portion of prioritized
projects identified during annual budget
deliberations

1a $145.9 $93.7 $24.9 |($30.0) $15.8 $250.3

Appropriations to fund a portion of prioritized
1b | projects identified during annual budget 0.0 6.6 0.0 0.0 0.0 $6.6
deliberations

One-third of the prior year's excess reserve,

transferred pursuant to HB 02-1310 31.0 145.6 831 14.5 N/A $274.2

1c

Subtotal | $176.9 | $245.9 | $108.0 | ($15.5) $15.8 $531.1

Capital Construction Fund (CCF)

Interest earnings, reversions, and other
2a deposits made by the legislature $5.5 $14.3 $25.2 $8.8 $7.6 $61.4
2b Moneys made avallgblg for papl’FaI projects (2.9) (16.2) (66.1) 85.4 0.0 $0.2
from cuts to appropriations in prior years

Subtotal [ $2.6 | ($1.9) |($40.9) | $94.2 | $7.6 $61.6

Higher Education Federal Mineral Lease Revenues Fund

Moneys used for certificates of participation
3 | annual lease payment for 12 projects at N/A N/A N/A | $15.8 $8.9 $24.7
various higher education campuses

State Land Board Funds

Funds available for controlled maintenance in
state-owned buildings from revenues earned

4 on land for public buildings pursuant to $0.0 $0.0 $0.0 $0.0 $7.4 $7.4
Section 8 of the Enabling Act of Colorado

Tobacco Master Settlement
Moneys used for cash-funded portion of
certificates of participation annual lease

5 payment for seven projects at the University $13.1 $13.1 $13.1 $8.9 $7.7 $55.9
of Colorado Denver, Anschutz Medical
Campus

Controlled Maintenance Trust Fund (CMTF)
Interest earnings on the principal balance can

6 be expended on projects $3.2 $0.3 $0.0 $0.0 $0.0 $3.5

Total | $195.8 | $257.4 | $80.2 | $103.4 | $47.4 | s684.2

Capital Development Committee



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 provides a five-year history of revenue to and appropriations from the CMTF,
as well as a history of total appropriations for controlled maintenance.

Figure C
Controlled Maintenance Trust Fund Revenue and Appropriations History

FY 2006-07 to FY 2010-11

CMTF

Five-Year
FY 06-07 FY 07-08 FY 08-09 FY 09-10 FY 10-11
Total

Principal
Beginning Balance $29,000 $29,000 $1,589,516 $1,286,837 $483,227 N/A
General Fund Transfer 0 1,560,516 (302,679) (803,610) 0 $454,227
Ending Balance $29,000 $1,589,516 $1,286,837 $483,227 $483,227 N/A
Interest
Interest Earned* $16,965 $8,326 $46,821 $5,359 $3,723 $81,194
Interest Transferred from
the CMTF to General Fund 0 0 0 0 0 $0
Interest Appropriated for
Controlled Maintenance $3,200,000 $340,000 $0 $0 $0 $3,540,000
Projects
Total Appropriated for

. $35,129,807 | $50,702,815 | $26,087,798 | $24,235,321 | $10,129,588 | $146,285,329
Controlled Maintenance
ﬁ]'zocugltfppmp”ate‘j from 31,929,807 | 50,362,815 | 26,087,798 | 24,235,321 2,695,589 | $135,311,330
Amount Appropriated from
the CMTE 3,200,000 340,000 0 0 0 $3,540,000
Amount Appr?f)rlated from 0 0 0 0 7.433.999 $7.433,999
cash sources
o .
%o Appropriated from the 9.1% 0.7% 0.0% 0.0% 0.0% 2.4%

*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.

**The source of cash funds is State Land Board funds.
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Four-Year Outlook — 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 $2.5 billion revenue
shortfall to meet capital needs that are estimated to total $2.7 billion over the next four years.

Of this amount, controlled maintenance needs total $334.6 million, or 12.4 percent of the

estimated four-year need, while capital construction needs (including certificates of participation
payments) total $2.4 billion, or 87.6 percent of the estimated need.

2010 Capital Construction and Controlled Maintenance Appropriations

The total amount in the final Long Bill for capital projects was $411.3 million, including
$47.4 million for state-funded projects and $363.9 million for cash-funded projects. A total of
56 projects were funded:

2 state-funded capital construction projects totaling $10.7 million;

3 state-funded certificates of participation payments totaling $26.6 million;
19 controlled maintenance projects totaling $10.1 million; and

32 cash-funded projects totaling $363.9 million.

Funding for the 56 projects includes:

+ $5.1 million from the Capital Construction Fund (state funds), including $1.9 million in
unused interest earning from FY 2008-09 and a fund balance of $3.2 million;

+ $18.3 million transferred from the General Fund to the Capital Construction Fund,
including $2.5 million in FY 2009-10 interest earnings, $6.7 million transferred to the
Corrections Expansion Reserve Fund, and $9.1 million transferred for FY 2010-11
projects;

« $357.6 from cash funds; and

+ $30.3 from federal funds.

Breakdown of State-Funded Projects

Of the $16.8 million in state funds included in the Long Bill, state departments received
$14.7 million (87.7 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 $2.1 million (12.3 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.
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Figure D
Summary of State-Funded FY 2010-11 Projects

# of
# of State State Higher Higher
Department Department Education Education Total
Category Projects Amount Projects Amount Amount

Gontrolled Maintenance 10 $2,630,589 9 $65,000 $2,695,589

rojects
Capital Construction 3 12,070,768 2 1,096,149 14,066,917
Projects
Totals 13 $14,701,357 11 $2,061,149 $16,762,506

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

State departments and higher education institutions must submit requests for supplemental
funding, including requests for extensions of time only, to the CDC. The 2010 Long Bill included
24 such requests. The combined impact of the projects from all funding sources is $24.8 million,
including a rescission of $13.3 million of state funds.

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. The Capital Development Committee considered and
approved four six-month waiver requests during FY 2009-10. Three of the four approved waiver
requests were made concurrent with the request for FY 2010-11 cash funds spending authority.

The CDC reviewed and commented on ten property transactions in FY 2009-10, including
nine proposals from the Division of Wildlife, Department of Natural Resources, and one proposal
from the Division of Parks and Outdoor Recreation, Department of Natural Resources. All ten
property transaction proposals were favorably recommended.

2010 Legislation Impacting Capital Construction Funding or the Capital Development
Process

Approximately 24 bills considered by the General Assembly during the 2010 legislative
session affected capital construction and the duties of the Capital Development Committee. These
bills addressed budget balancing measures, spending for capital construction projects, changes
to the capital process, the renovation of the State Capitol dome, lease-purchase agreements, and
the review of real property transaction proposals.

Capital Development Committee 7



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 2009 was a Senate 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 controlled maintenance
projects submitted by state departments and higher education institutions,
including regular and emergency supplemental capital construction requests;

e prioritize 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;

e 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 regarding
projects subject to the Higher Education Revenue Bond Intercept Program
(pursuant to Senate Bill 09-290);

Capital Development Committee 9



» 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;

» 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 controlled 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 Department of Corrections to enterinto agreements
to acquire title to correctional facilities developed and constructed with private
funds.

Property Transactions

e 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 Department 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
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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; and

oversee a fund-raising effort by a private, non profit, statewide historic
preservation organization for the purpose of making repairs to the cast-iron
structure of the State Capitol dome; review and approve cause-related
marketing efforts and any sponsorship recognitions that indicated the
donations of major sponsors; and provide periodic reports regarding the
fund-raising efforts to the Executive Committee of the Legislative Council.

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 Development Committee

11



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.

Figure 1.1
Dollar Threshold Triggering Review of Capital Construction Projects

Capital Construction

< $500,000 > $500,000 > $2,000,000

Generally speaking, State department Higher education

larger state agencies requests, regardless of cash-funded requests
pay for projects costing the source of funds, and require CDC review and
less than $500,000 from higher education must be listed on a
their operating budgets. institution state-funded Two-Year Projection of

The purchase of land requests require review. Cash Need.
from state funds always

requires CDC review, ‘

regardless of cost. Projects subject to the Higher

Education Revenue Bond Intercept
Program are subject to additional
CDC review.

Controlled maintenance projects are system- or maintenance-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 operated buildings and other physical facilities. Examples of controlled
maintenance projects include replacing deteriorated mechanical equipment and upgrading fire
alarm systems.

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.

By contrast, operational maintenance is intended to maintain facilities and their component
systems to the end of their expected useful life cycles. In Colorado, agencies submit requests for
operational maintenance directly to the JBC within their operating budgets.
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Figure 1.2
Dollar Threshold Triggering Categorization and
Review of Controlled Maintenance Projects

Controlled Maintenance

< $15,000 B 00 o >$2,000,000
Routine Maintenance: Controlled Capital Renewal-

paid from operating Maintenance: considered and
budget and/or cash evaluated and scored prioritized by the CDC
funds; below review according to level of along with other

threshold. need by OSA. state-funded capital

requests.
A »

Some auxiliary-funded
facilities at higher education
institutions do not qualify.
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Il. 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 $579.3 million for the five-year period ending in
FY 2010-11. The low points in total appropriations during the last five-year period came in
FY 2009-10 and FY 2010-11. The state entered a recession beginning in FY 2008-09. In the three
fiscal years preceding FY 2009-10, an average of $170 million per year was appropriated for capital
projects. In contrast, an average of $34.6 million was spent on capital projects in FY 2009-10 and
FY 2010-11, or about one-fifth of the average amount appropriated in each of the previous three
fiscal years.

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 2006-07 to FY 2010-11
Total = $579.3 million

Controlled
Maintenance
§118.4million
20.4%
Capital
Construction
§413.0 miffion
71.3%
Certificate s of
Participation
§47.9 miflion
3.3%
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Figure 2.2 provides a five-year overview of capital funding.

Figure 2.2
Five-Year History of Capital Appropriations (in millions)
FY 2006-07 to FY 2010-11

£300.0
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Funding for state departments and higher education institutions. State departments
received $309.1 million (53.4 percent) of total capital appropriations over the five-year period, while
higher education institutions received $270.2 million (46.6 percent). Two departments accounted
for 50.6 percent of the total state department appropriation:

v Department of Corrections, $90 million (29.1 percent); and
v Department of Human Services, $66.4 million (21.5 percent).

Two higher education systems accounted for 46.2 percent of the total higher education
appropriation:

v Colorado State University System, $67.2 million (24.8 percent); and
v University of Colorado System, $57.7 million (21.4 percent).

Figure 2.3 provides a five-year overview of capital funding for higher education
institutions and state departments.
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Figure 2.3
Five-Year History of Capital Appropriations
for Higher Education Institutions and State Departments (in millions)
FY 2006-07 to FY 2010-11
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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 flexibility 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 Anschutz Medical Campus (formerly known as Fitzsimons). The
average annual COP payment totals about $13.1 million, with a cash-funded
component of up to $8 million.

The COPs for this project were refinanced during the 2010 session, and the
state-funded portion ($5.1 million) of the scheduled FY 2009-10 payment was
eliminated. The cash-funded component of the FY 2009-10 payment was

'The totals in this chapter reflect only the state-funded portion of COP payments.
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slightly increased ($0.9 million). The scheduled FY 2010-11 payment, which
represents the sixth of 26 annual payments, was also reduced. The average
annual COP payment over the total repayment period is unaffected, although
there will be a slight increase (about $1.5 million per year for 12 years) in
annual payments after FY 2011-12 as a result of the refinancing.

v the construction of 12 academic facilities at various higher education
institutions. The average 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.

The COPs for this project were refinanced during the 2010 session, and the
scheduled payments for FY 2009-10, FY 2010-11, and FY 2011-12 were
lowered. The FY 2010-11 payment represents the third of 20 annual
payments. After FY 2011-12, the payments for this project will increase
between $0.5 and $3.7 million a year for a period of 15 years, although the
average annual payment over the total repayment period is unaffected by the
refinancing.

v the construction of the Colorado State Penitentiary I, High Custody Expansion
Facility. The average 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 COPs for this project were refinanced during the 2010 session, resulting
in the elimination of the scheduled payment for FY 2009-10 and a reduction in
the FY 2010-11 payment. The FY 2010-11 payment represents the second of
12 annual payments from state funds. After FY 2011-12, the payments for this
project will increase about $4.2 million over the average annual payment for
about seven years, and then decrease about $4.1 million per year for the last
three years of the repayment schedule. The average annual COP payment
over the total repayment period is unaffected by the refinancing.

In addition, the state made payments on one other project during the five-year period:

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

Combined capital construction and controlled maintenance funding history. The
following pages contain two tables summarizing capital funding for the past five years. Figure 2.4
ranks the capital construction and controlled 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 department 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).
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Gross Square Footage of State Facilities

As of January 2010, the total gross square footage (GSF) of state-occupied facilities was
64.0 million GSF, according to the Office of the State Architect. The estimated replacement value
is $12.7 billion. Of this amount, 41.6 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 41.6 million GSF is $8.5 billion.

The total GSF of state-occupied facilities grew 0.8 million GSF, or 1.3 percent, between
calendar year 2008 and calendar year 2009, which increased the total estimated replacement value
by $1.2 billion, or 9.2 percent.

Together, the Department of Corrections, the University of Colorado System, and the
Colorado State University System account for about 51.9 percent of the GSF of all state-owned
facilities. By comparison, these three agencies received 37.1 percent of all capital appropriations
for FY 2010-11. The holdings of the Department of Corrections, the Department of Transportation,
the University of Colorado System, and the Colorado State University System comprise $7.2 billion,
or 55.9 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 $888.71 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 departments.

Figure 2.6
Gross Square Footage (GSF) bgy State Agency (as of January 2010)
GSF -

CRV General CRV

Total GSF - % of ($in Fund % of ($in
Department All Buildings Total Millions) Buildings Total Millions)

State Departments

Agriculture 828,823 1.30% $81.7 828,823 1.99% $81.7
Capitol Complex 1,683,188 2.63% $557.1 1,491,538 3.59% $546.6
Colorado Historical Society 167,825 0.26% $17.1 167,825 0.40% $17.1
Corrections 6,873,066 10.74% $1,087.0 6,598,152 15.86% | $1,073.9
Cumbres & Toltec Scenic Railroad 53,188 0.08% $7.6 53,188 0.13% $7.6
Education 317,884 0.50% $52.6 317,884 0.76% $52.6
Human Services 3,747,527 5.86% $713.7 3,276,158 7.87% $580.1
Judicial 222,922 0.35% $47.0 222,922 0.54% $47.0
Labor and Employment 144,386 0.23% $32.2 0 0.00% $0.0
Military and Veterans Affairs 719,731 1.13% $99.6 537,825 1.29% $67.6
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Figure 2.6 (Cont.)
Gross Square Footage (GSF) by State Department (as of January 2010)

GSF -
CRV General CRV
Total GSF - % of ($in Fund % of ($in
Department All Buildings Total Millions) Buildings Total Millions)
State Departments (Cont.)
Natural Resources 2,342,360 3.66% $338.4 0 0.00% $0.0
Office of Information Technology 23,118 0.04% $2.9 23,118 0.06% $2.9
Public Health and Environment 88,012 0.14% $27.7 88,012 0.21% $27.7
Public Safety 239,852 0.38% $23.3 239,852 0.58% $23.3
Revenue 132,507 0.21% $29.6 119,502 0.29% $21.2
Transportation 2,575,421 4.03% $1,283.8 0 0.00% $0.0
State Department Totals 20,159,810 31.52% $4,401.3 | 13,964,799 33.57% | $2,549.3
Higher Education

Adams State College 1,040,014 1.63% $201.4 572,758 1.38% $121.3
Auraria Higher Education Center 2,965,290 4.64% $487.3 1,555,013 3.74% $336.2
Colorado School of Mines 2,101,036 3.28% $542.8 1,312,246 3.15% $383.6

Colorado State University System
Csu 8,306,314 12.99% $1,155.3 5,426,715 13.04% | $1,135.8
CSU-Pueblo 1,062,698 1.66% $152.5 641,333 1.54% $96.1
Colorado State University Total 9,369,012 14.65% $1,307.8 6,068,048 14.59% | $1,231.9

Community Colleges
Arapahoe 421,067 0.66% $73.9 421,067 1.01% $73.9
Aurora 26,507 0.04% $4.3 26,507 0.06% $4.3
Front Range 613,547 0.96% $99.2 544,327 1.31% $87.9
Lamar 273,205 0.43% $36.7 222,205 0.53% $27.2
Lowry 925,474 1.45% $85.0 925,474 2.22% $85.0
Morgan 93,936 0.15% $19.2 90,795 0.22% $18.5
Northeastern 486,795 0.76% $70.8 337,031 0.81% $47.9
Northwestern 274,160 0.43% $38.3 189,843 0.46% $26.7
Otero 288,072 0.45% $49.9 202,041 0.49% $36.9
Pikes Peak 513,801 0.80% $77.5 459,885 1.11% $69.5
Pueblo 502,086 0.78% $68.2 443,456 1.07% $60.1
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Gross Square Footage (GSF) by State Department (as of January 2010)

Figure 2.6 (Cont.)

GSF -
CRV General CRV
Total GSF - % of ($in Fund % of ($in
Department All Buildings Total Millions) Buildings Total Millions)
Higher Education (Cont.)
Community Colleges (Cont.)

Red Rocks 387,572 0.61% $54.2 387,572 0.93% $54.2
Trinidad 375,462 0.59% $75.8 286,854 0.69% $58.3
Community Colleges Total 5,181,684 8.10% $753.0 4,537,057 10.91% $650.4
Fort Lewis College 1,127,346 1.76% $311.5 555,701 1.34% $168.3
Mesa State College 1,127,042 1.76% $200.3 618,939 1.49% $115.5

University of Colorado System
CU-Boulder 10,266,147 16.05% $1,947.7 4,753,159 11.42% | $1,012.8
CU-Colorado Springs 1,619,369 2.53% $271.0 894,151 2.15% $182.7
CU-Denver 5,059,486 7.91% $1,356.7 4,766,008 11.46% | $1,223.7
University of Colorado Total 16,945,002 26.49% $3,575.4 | 10,413,318 25.03% | $2,419.2
University of Northern Colorado 2,935,496 4.59% $659.1 1,488,697 3.58% $366.3
Western State College 1,014,820 1.59% $231.2 517,776 1.24% $116.1
Higher Education Totals 43,806,742 68.48% $8,269.8 | 27,639,553 66.43% | $5,908.8
Grand Total 63,966,552 | 100.00% | $12,671.1 | 41,604,352 | 100.00% | $8,458.1

Source: Office of the State Architect Annual Report, January 2010. Differences from Office of the State Architect

Annual Report are due to rounding.
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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 $577.5 million over the last five
fiscal years — FY 2006-07 through FY 2010-11. 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 2006-07 to FY 2010-11

FY 06-07 FY 07-08 FY 08-09 FY 09-10 FY 10-11 Total

Capital
Construction $182,425,338 | $260,215,887 | $133,210,717 | ($17,960,437) | $19,621,902 | $577,513,407
Fund*

Controlled
Maintenance 3,200,000 340,000 0 0 0 $3,540,000
Trust Fund
Total $185,625,338 | $260,555,887 | $133,210,717 ($17,960,437) | $19,621,902 | $561,431,505

*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 $684.2 million
for the last five fiscal years. Of this amount, $47.4 million, or 6.9 percent, was made available for
FY 2010-11 projects. Funding for FY 2010-11 projects was largely made available from General
Fund transfers. 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
six 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 2006-07 to FY 2010-11

FY FY FY FY FY Five-Year
Revenue Source 2006-07 (2007-08 | 2008-09 | 2009-10 [ 2010-11 Total

General Fund

Transfers for prison construction or expansion
projects, or to fund a portion of prioritized
projects identified during annual budget
deliberations

1a $145.9 $93.7 $24.9 | ($30.0) $15.8 $250.3

Appropriations to fund a portion of prioritized
1b | projects identified during annual budget 0.0 6.6 0.0 0.0 0.0 $6.6
deliberations

One-third of the prior year's excess reserve,

transferred pursuant to HB 02-1310 31.0 1456 83.1 145 N/A R

1c

Subtotal | $176.9 | $245.9 | $108.0 | ($15.5) $15.8 $531.1

Capital Construction Fund (CCF)

Interest earnings, reversions, and other
2a deposits made by the legislature $5.5 $14.3 $25.2 $8.8 $7.6 S
2b pﬂoneys made avallgblg for .capl’.tal projects 2.9) (16.2) (66.1) 85.4 0.0 $0.2
rom cuts to appropriations in prior years
Subtotal $2.6 ($1.9) | ($40.9) $94.2 $7.6 $61.6

Higher Education Federal Mineral Lease Revenues Fund

Moneys used for certificates of participation
3 | annual lease payment for 12 projects at N/A N/A N/A | $15.8 $8.9 $24.7
various higher education campuses

State Land Board Funds

Funds available for controlled maintenance in
state-owned buildings from revenues earned

4 on land for public buildings pursuant to $0.0 $0.0 $0.0 $0.0 $7.4 L
Section 8 of the Enabling Act of Colorado

Tobacco Master Settlement
Moneys used for cash-funded portion of
certificates of participation annual lease

5 | payment for seven projects at the University $13.1 $13.1 $13.1 $8.9 $7.7 $55.9
of Colorado Denver, Anschutz Medical
Campus

Controlled Maintenance Trust Fund (CMTF)
Interest earnings on the principal balance,

6 which cannot be expended on projects $3.2 $0.3 $0.0 $0.0 $0.0 $3.5

Total | $195.8 | $257.4 | $80.2 | $103.4 | $47.4 | $684.2
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General Fund transfers. From 1988 to 2001, state statutes provided for an annual transfer
of General Fund moneys to the CCF. This ongoing transfer helped the CDC establish its base
budget recommendation for capital construction and controlled maintenance projects. In the event
of a state revenue shortfall, the statutory transfer amount was reduced such that money was
actually transferred out of the CCF and back into the General Fund to help balance the state's
budget.

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

For FY 2010-11, the CCF received $15.8 million in General Fund transfers for the following:

«  $0.5 million for transportation projects;
«  $6.7 million for prison construction or expansion projects; and
«  $8.6 million for FY 2010-11 prioritized capital construction projects.

Legislation passed during the 2010 session also transferred $13.3 million from the CCF to
the General Fund for FY 2009-10 in order to offset the budget shortfall resulting from the economic
downturn that beganin 2008. These moneys were made available after refinancing the certificates
of participation annual lease payments for two projects, including a reversion of $8.2 million in state
funds for the Colorado State Penitentiary Il, High-Custody Expansion project, and a reversion of
$5.1 million in state funds for the Various Projects at the Anschutz Medical Campus (formerly
Fitzsimons) project.

General Fund appropriation. The General Assembly may pass legislation to designate
General Fund moneys for appropriation to the CCF. Over the last five fiscal years, General Fund
appropriations have totaled $6.6 million, with FY 2007-08 accounting for the entire amount.

House Bill 02-1310 excess reserve credit. From 2004 to 2009, one-third of General Fund
excess reserves were transferred annually to the CCF. The other two-thirds were credited to the
Highway Users Tax Fund. Moneys transferred in a given fiscal year were excess funds from the
prior fiscal year, and were generally used to fund projects in the subsequent fiscal year. A total
of $350.3 million was made available from this source for capital projects during the six fiscal years
a transfer was made to the CCF.

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

Interest earnings, reversions, and deposits. Interest accruing to the CCF, through the
investment of money in the fund, is retained in the fund. Interest earnings in 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 2010-11 totaled $2.5 million. A fund balance
of $5.1 million was also made available for FY 2010-11 projects.
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Higher Education Federal Mineral Lease Revenues Fund. During the 2008 legislative
session, the General Assembly passed Senate Bill 08-218 in order to provide a new source of
revenue for higher education capital projects. The bill changed the allocation of federal mineral
lease (FML) revenues, and created two funds to provide money for higher education capital
construction and controlled maintenance projects, including the Higher Education FML Revenues
Fund (revenues fund) and the Higher Education FML Maintenance and Reserve Fund.

There are three forms of FML revenue, of which the state receives a 50 percent share.
Mineral and gas companies pay a one-time "bonus" to lease federal land for mineral development.
The lessees pay regular rent for the right to develop mineral production on federal land. And, if
minerals are extracted and sold, the lessees pay the federal government a royalty from the
production. Under current law, FML revenues received by the state from bonus payments, rents,
and royalties are commingled and distributed according to a complex formula to the State Public
School Fund, the Colorado Water Conservation Board, and the Local Government Mineral Impact
Fund.

Moneys to the revenues fund accrue from FML rent and royalty earnings that exceed their
primary allocations, up to $50 million annually. The principal and interest earnings of the revenues
fund may be used to pay for higher education capital construction projects for academic purposes,
or for financing of such projects. Moneys from this fund are currently used to make certificates of
participation (COP) annual lease payments for COPs issued in November 2008 to pay for
12 projects at various higher education institutions. For FY 2010-11, the revenues fund was used
to make the full COP annual lease payment of $8.9 million.

At the time the General Assembly passed Senate Bill 08-218, it was anticipated that the
upcoming auction of approximately 35,000 acres for mineral leasing and production on the Roan
Plateau in western Colorado would result in sizeable bonus payments and an increase in future
FML rent and royalty earnings. The state was projected to receive about $140 million in
FY 2008-09 from bonus payments from the auction of the Roan Plateau. In fact, the auction of
lands on the Roan Plateau generated bonus payments of only $114 million, of which the state
received $56 million. Additionally, due to the weak demand for energy and the falling energy prices
resulting from the economic recession, the amount of FML revenue that the state has received in
recent years from rent and royalty earnings is less than projected. Therefore, it is not anticipated
that the revenues fund will support the total amount of the scheduled COP payments in the next
few fiscal years, so some or all of the future payments will likely be made from the General Fund.

During the 2010 session, the General Assembly authorized a FY 2009-10 transfer of the
available revenues fund balance of $0.8 million to the General Fund in order to offset the budget
shortfall.

State Land Board funds. The State Land Board manages eight public trusts that earn
revenue from the lease of state trust lands. State trust lands were given to the state by the federal
government when statehood was granted in 1876 for specific purposes such as the support of
public schools. These lands are often leased for purposes such as ranching, farming, mineral
extraction, and oil and gas production The Public Building Trust Fund is one of the eight trusts
managed by the State Land Board. Pursuant to the enabling act of the Colorado Constitution, the
available balance of this fund may be used for the purpose of erecting and maintaining public
buildings. In FY 2010-11, $7.4 million was made available for controlled maintenance projects from
this fund. Revenue to the fund accrues slowly, so it is not anticipated that additional moneys will
be available from this revenue source in the near future.
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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 were 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).

The COPs for the project were refinanced during the 2010 session. As discussed
previously, the state-funded portion of the FY 2009-10 payment was rescinded, and those moneys
were transferred to the General Fund to help balance the state's budget. The cash-funded portion
of the payment was recalculated during the refinance process, and based on the availability of
funds, it was increased by $0.8 million to $8.8 million.

For FY 2010-11, the amount of the COP payment paid from tobacco settlement funds was
$7.7 million.

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
below:

«  $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 and 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; and

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

'The legislature's intent was to transfer the borrowed balance of $243.9 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 struck the requirement that the CMTF be repaid.
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The current principal balance of the CMTF is $0.5 million.

Interest earned, appropriated, and transferred. Interest earned on the CMTF has been
available for appropriation for controlled 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. Of this 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 $5,359 in interest in FY 2009-10

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 2006-07 to FY 2010-11

Five-Year
FY 06-07 FY 07-08 FY 08-09 FY 09-10 FY 10-11
Total
Principal
Beginning Balance $29,000 $29,000 $1,589,516 $1,286,837 $483,227 N/A
General Fund Transfer 0 1,560,516 (302,679) (803,610) 0 $454,227
Ending Balance $29,000 $1,589,516 $1,286,837 $483,227 $483,227 N/A
Interest
Interest Earned* $16,965 $8,326 $46,821 $5,359 $3,723 $81,194
Interest Transferred from
the CMTF to General Fund 0 0 0 0 0 $0
Interest Appropriated for
Controlled Maintenance $3,200,000 $340,000 0 0 0 $3,540,000
Projects
Total Appropriated for | g5 159 507 | 350,702,815 | $26,087,798 | $24,235,321 | $10,129,588 | $146,285,329
Controlled Maintenance
ﬁ}”;%lgff‘ppmp”ated from 31,029,807 | 50,362,815 | 26,087,798 | 24,235,321 2,695,589 |  $135,311,330
Amount Appropriated from
the CMTE 3,200,000 340,000 0 0 0 $3,540,000
Amount Apprgfnated from 0 0 0 0 7.433,999 $7.433,999
cash sources
N )
é’MATpF’mp”ated from the 9.1% 0.7% 0.0% 0.0% 0.0% 2.4%

*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.

**The source of cash funds is State Land Board funds.
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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 controlled
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
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, Figure 4.2 on Page 37 shows a
$2.5 billion revenue shortfall to meet capital needs that are estimated at $2.7 billion over the next
four years.

State-Funded Capital Need

The estimated four-year capital need is $2.7 billion. Of this amount, controlled maintenance
needs total $334.6 million, or 12.4 percent of the estimated four-year need, while capital
construction needs (including certificates of participation payments) total $2.4 billion, or
87.6 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 2010 (the most recent data available), the state's capital needs
are estimated to be $2.7 billion. As shown in Figure 4.2, the projected capital need in the final year
of the forecast period is more than twice that in each of the first two years of the forecast period.
This may, in part, be because agencies are delaying some capital requests because of the
economic recession that began in 2008 and the resulting shortfall of available revenue for capital
projects.

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 2010, the state's existing General Fund building
inventory was valued at $8.48 billion. Based on industry standards, the State Architect
recommends a minimum of 1 percent of the CRV, or $84.8 million annually, to maintain the state's
facilities, and an additional 1 to 3 percent, or $84.8 million to $254.4 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 2010 report estimated an average annual
need of $83.6 million over the next four years, or about 1.0 percent of the current replacement
value of the state's General Fund building inventory.

Due to an economic downturn in 2001 and the resulting state budget shortfall, funding for
controlled maintenance was diminished in 2002 through 2005. The economic recession that began
in 2008 also severely limited the ability of the state to fund controlled maintenance in FY 2010-11.
Only about half of the requested Level 1 controlled maintenance projects for FY 2010-11 were
funded. The CDC funded some of the Level 1 requested projects in hopes of avoiding an
overwhelming unfunded backlog of controlled maintenance need. Level 1 controlled maintenance
largely includes projects that, if left unfunded, may affect life safety and/or lead to loss of use of
the facility or function.
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Capital construction. Capital construction need varies from year to year because
programs and services are introduced, altered, or eliminated based on factors such as changes
in enrollment 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 $558.7 million annually, based
on the requests submitted by state departments and higher education institutions in fall 2010.

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 bill identified the source of funds for this COP project as revenue from federal
mineral leases (FML). Figure 4.2 shows that based on projections included in the December 2010
Legislative Council Staff economic forecast, there are not sufficient funds from this source to make
the full scheduled payment in the first two years of the forecast period.

The exact annual payment for all three projects varies slightly from year to year, but on
average the state owes $29.9 million state funds each year for at least the next 10 years.
Figure 4.1 summarizes the outstanding payments for all COP projects.

Figure 4.1
Outstanding Payments for State-Funded Certificates of Participation Projects
Date
Approx. Number of Payment Total Cost
Construction Annual Payment Payments Term (principal and
Agency Project Cost Payment Term Remaining Expires interest)

University of | Construction of $202.9 million $5.1 million 25 years 20 June 30, $335.6 million
Colorado seven academic state funds' 2031
Denver facilities at the

Anschutz Medical

Campus
Department Construction of $102.8 million $13.9 million 15 years 10 June 30, $208.3 million
of Colorado State state funds 2 2021
Corrections Penitentiary Il

(CSP ), a

948-bed

high-custody

prison
Higher Various (12 $230.8 million $16.3 million 20 years 17 June 30, $325.5 million
Education projects) FML revenue 2028
Institutions

Total | $536.5 million $35.3 million NA NA NA $869.4 million

'"The Anschutz COP payment also includes an annual cash-funded payment of up to $8 million, bringing the total payment to
about $13.1 million.
2HB 03-1256 authorized a construction cost of $102.8 million for the CSP Il 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 COP payment amounts, but are included as part of the total project

cost.

34

Capital Development Committee




Anticipated Revenue

Revenue to the CCF is expected to total $203.9 million over the next four years. Figure 4.2
(see Page 37) provides the revenue sources for the CCF for FY 2011-12 through FY 2014-15.

Transfers for legislation impacting the Corrections Expansion Reserve Fund (CERF).
The General Assembly cannot pass a bill resulting in a net increase in periods 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 CERF, and
is available for use on prison construction, expansion, or renovation projects.

In the last two fiscal years, the available CERF balance has been used to partially offset the
General Fund transfer to the CCF for the annual payment of the Colorado State Penitentiary Il
COP. Figure 4.2 shows that $1.9 million is projected to be available for prison construction and
renovation projects over the next four years, including $0.2 million authorized by legislation passed
during the 2010 session.

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. It is 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 December 2010 Legislative Council Staff economic forecast indicate
that there will not be sufficient funds to make the full FY 2011-12 COP payment from FML
revenues. It is anticipated that the balance of the FY 2011-12 payment ($4.1 million) and the full
FY 2012-13 payment ($18.6 million) will come from the General Fund.

Over the next four years, the state portion of payments for all COP totals $119.7 million.
Figure 4.2 includes money for annual payments on COP projects.

Statutory General Fund transfer pursuant to Senate Bill 09-228. Prior to FY 2009-10,
state 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 December 2010 Legislative Council Staff economic forecast
indicate that personal income will only increase by 3.0 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
$2.3 million in interest over the next four years.

Federal mineral lease (FML) revenue. There are three forms of federal mineral lease
(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 minerals are extracted and
sold, the leasees pay the federal government a royalty from the production. Figure 4.2 shows
$8.9 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.

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 on the reserve fund may be used for
higher education controlled maintenance projects. Over the next four years, $0.7 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 to pay
for higher education capital construction projects for academic purposes, or financing for such
projects. No money is expected to be available through FY 2012-13 for higher education capital
construction projects from this FML source.
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V. 2010 Capital Construction and Controlled Maintenance Appropriations

This chapter describes the capital construction and controlled maintenance appropriations
approved during the 2010 legislative session.

Requests Submitted to the Capital Development Committee

The Capital Development Committee (CDC) spent the months of December, January, and
February reviewing FY 2010-11 requests for funding and compiling a prioritized list of capital
construction and controlled maintenance projects to recommend to the Joint Budget
Committee (JBC). The 124 capital construction requests submitted to the CDC totaled $1.0 billion
from all sources. Of this amount, there were 92 projects totaling $491.0 million in state funds,
including 39 controlled maintenance requests ($13.3 million). The requests also included
32 projects totaling $539.3 million in non-state funds, including $502.2 million from cash fund
sources and $37.1 million from federal fund sources.

Projects Recommended by the Capital Development Committee

The CDC recommended, in prioritized order, funding $421.7 million for 75 capital projects
for FY 2010-11. Of the recommendations, 43 were state-funded projects totaling $57.8 million —
1 capital construction project, 3 certificates of participation (COP) payments, and 39 controlled
maintenance projects. The CDC also recommended 32 cash-funded projects for both state
departments and higher education institutions totaling $363.9 million. Recognizing the limited
money available to spend on capital projects in FY 2010-11, the CDC recommended only those
projects it considered to be essential. The committee did not recommend 49 state-funded requests.

Pursuant to the recommendation made by the Governor's Office of State Planning and
Budgeting, the Office of the State Architect formally requested funding for only Level | controlled
maintenance projects. The CDC recommended funding Level | controlled maintenance projects
through score 6 ($10.1 million), and the remaining Level | controlled maintenance projects should
additional moneys become available ($10.9 million).

In 2009, certain changes to the review and approval process for cash-funded capital
construction projects at institutions of higher education were instituted. Pursuant to
Senate Bill 09-290, higher education institutions must now annually submit two-year projections for
all capital construction projects to be constructed using cash funds, and costing more than
$2 million. The CDC is directed to review and approve the two-year projections annually. If
necessary, the CDC may direct institutions of higher education to modify the projections. The CDC
first considered two-year projections during its December 2009 hearings. The higher education
projects listed in the FY 2010-11 Long Bill were considered during the 2009 interim before the
institution of the new process. Itis not anticipated that cash-funded higher education projects will
be listed in the Long Bill or another appropriations bill from this point forward. Rather, higher
education cash projects approved as part of a two-year projection of cash need and commenced
during the fiscal year, will be reported to the Department of Higher Education. The Department of
Higher Education will publish a report annually showing the expenditures in the preceding fiscal
year for all institution of higher education cash-funded capital construction, regardless of total cost.
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Projects Recommended by the JBC and Approved by the General Assembly

The JBC recommended that 24 state-funded projects be included in the 2010 Long Bill,
House Bill 10-1376. The JBC approved the CDC's state-funded capital construction priority list as
submitted, including funding for Level | controlled maintenance projects through score 6. The JBC
also recommended state funding for one additional project: Highway Construction Projects,
Department of Transportation ($500,000 CCF).

Of the $16.8 million the JBC recommended in state funds, $14.1 million (84 percent) was
allocated to capital construction projects and $2.7 million (16 percent) to controlled maintenance.

The total amount in the final Long Bill for capital projects was $411.3 million, including
$47.4 million for state-funded projects and $363.9 million for cash-funded projects. A total of
56 projects were funded:

v 2 state-funded capital construction projects totaling $10.7 million;

v 3 state-funded certificates of participation payments totaling $26.6 million;
v 19 controlled maintenance projects totaling $10.1 million; and

v 32 cash-funded projects totaling $363.9 million.

Funding for the 56 projects includes:

v $5.1 million from the Capital Construction Fund (state funds), including $1.9 million in
unused interest earning from FY 2008-09 and a fund balance of $3.2 million;

v $18.3 million transferred from the General Fund to the Capital Construction Fund,

including $2.5 million in FY 2009-10 interest earnings, $6.7 million transferred to the

Corrections Expansion Reserve Fund, and $9.1 million transferred for FY 2010-11

projects;

$357.6 from cash funds; and

$30.3 from federal funds.

AN

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

Figure 5.1
Funding Sources for FY 2010-11 Projects
Funding Source Amount Funded % of Total Funded
Capital Construction Fund (CCF) $16,762,506 4.1%
Cash Funds (CF)* 364,284,909 88.6%
Federal Funds (FF) 30,273,498 7.4%
Total $411,320,913 100.0%

* Of this amount, $6,654,832 is from the Corrections Expansion Reserve Fund and $2,329,036 is from the
Highway Users Tax Fund.
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Breakdown of State-Funded Projects

Of the $16.8 million in state funds included in the Long Bill, state departments received
$14.7 million (87.7 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 $2.1 million (12.3 percent)
of the state-funded total.

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 2010-11 Projects
# of
# of State State Higher Higher
Department | Department | Education Education Total
Category Projects Amount Projects Amount Amount

Controlled Maintenance 10 $2,630,589 9 $65,000 $2,695,589
Projects

Capital Construction 3 12,070,768 2 1,996,149 14,066,917
Projects

Totals 13 $14,701,357 11 $2,061,149 $16,762,506

Figure 5.3 provides information about all projects authorized for funding for FY 2010-11.
The projects are grouped in alphabetical order by department 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 2010-11, any future requests, and the total
project cost; and (3) a brief description of the project.

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 cash funds);

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

ANEEANA Y. N
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VI. Other Action Taken by the CDC During FY 2009-10

The Capital Development Committee (CDC) acted on a number of other items during
FY 2009-10, in addition to making recommendations for FY 2010-11 capital construction and
controlled maintenance projects. This chapter summarizes action taken by the CDC regarding
supplemental requests, six-month waiver requests, and property transactions. This chapter also
summarizes three tours of various state-owned facilities taken by the committee during FY 2009-10
and a description of other miscellaneous committee activities.

Supplemental requests. State departments and higher education institutions must submit
requests for supplemental funding, including requests for extensions of time only, to the CDC.
Figure 6.1 (Page 61) describes 24 supplemental projects considered and approved by the CDC.
The JBC approved all 24 requests. The combined impact of the projects from all funding sources
is $24.8 million, including a rescission of $13.3 million state funds.

The certificates of participation annual lease payments for three projects were refinanced
through the supplemental process in order to reduce the amount owed for the payments in
FY 2009-10 or FY 2010-11, and to transfer moneys to the General Fund to offset the budget
shortfall for FY 2009-10. The three projects include: (1) Colorado State Penitentiary Il, High
Custody Expansion; (2) Various Projects at the Anschutz Medical Campus (formerly Fitzsimons);
and (3) Various Higher Education Projects -- November 2008 Issue. These projects are listed in
Figure 6.1.

The Governor made available about $9.2 million in federal American Recovery and
Reinvestment Act of 2009 discretionary funds for six projects through the supplemental process.
These projects include: (1) Track Rehabilitation, Cumbres and Toltec Scenic Railroad; (2) Suicide
Risk Mitigation; (3) Colorado AWARE VR Case Management System; (4) F Cottage Life Safety
Improvements; (5) Quality of Life Improvements Project; and (6) Loma Port-of-Entry Repair and
Abatement. These projects are listed in Figure 6.1.

Six-month waivers. Colorado law requires most departments and institutions that do 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. Higher education capital construction projects funded
from cash sources held by the institution or federal sources are exempted from this requirement.
Figure 6.2 (Page 64) lists four six-month waiver requests considered and approved by the CDC
in FY 2009-10.

Three of the four approved waiver requests were made concurrent with the request for
FY 2010-11 cash funds spending authority. These projects are included in Figure 6.2.

Property transactions. The Division of Parks and Outdoor Recreation and the Division
of Wildlife, 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
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and state lottery proceeds dedicated to the Great Outdoors Colorado Trust Fund.
Figure 6.3 (Page 65) lists the ten Department of Natural Resources property transactions that the
CDC reviewed and commented on in FY 2009-10. The Division of Wildlife submitted nine
proposals, and the Division of Parks and Outdoor Recreation submitted one proposal. All of the
property transaction proposals submitted during FY 2009-10 were favorably recommended.
Figure 6.1
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Figure 6.1
Supplemental Appropriations Included in 2010 Long Bill

Supplemental
Fiscal Year Affected Fund Source Request Amount

Supplemental to FY 0506
University of Colorado at Colorado Springs
Science / Engineering Buildings, Phase | of 11| FE $1,100,000

2001-009
RF ($11,000,000)

The university is seeking to reduce its FY 2005-06 cash funds spending authority in order to lift a restriction imposed by the State
Controller's Office regarding the expenditure of the remaining state funds appropriated to the project.

Supplemental to FY 0607

Military and Veterans Affairs

HVAC Modifications, Englewood STARC Headquarters FF $118,978
2002-096

The department is seeking to lift a restriction on another capital project due to an overexpenditure of federal funds for the project

in violation of a capital construction headnote.

New Field Maintenance Shop, Grand Junction = $437,087
2007-010

The department is seeking to lift a restriction on another capital project due to an overexpenditure of federal funds for the project
in violation of a capital construction headnote.

Public Health and Environment

Superfund Site Cleanup, Clear Creek/Central City, Chem Sales, Summitville, Vasquez Boulevard
2001-117

This is a request to extend spending authority only. The department says this supplemental request is necessary due to
unanticipated delays experienced during activities leading up to remedial action at the Clear Creek site.

Supplemental to FY 0708

Cumbres and Toltec Scenic Railroad

Track Rehabilitation, Cumbres and Toltec Scenic Railroad FF $1,000,000

2006-036
RF $1,000,000

The railroad is requesting a combination of cash and federal funds spending authority for the third phase of a five-phase project to
upgrade the railroad's 69-mile track and railbed.

Mesa State College

W.W. Campbell College Center (202 Project) RF $4,373,434
2008-047

The college encountered unforeseen construction cost inflation and additional equipment and furnishing expenses.

Public Health and Environment

Superfund Site Cleanup - California Gulch, Captain Jack Mill, Standard Mine
2004-006

This is a request to extend spending authority only. The department says this supplemental request is necessary due to delays in
receiving federal funding and implementation difficulties involving federal agencies.

Supplemental to FY 0809

Colorado Northwestern Community College

Career and Technical Center, Craig Campus CF $604,162
2009-043

Additional cash funds spending authority is required in order for the college to sign construction contracts and begin construction
in April 2010.
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Figure 6.1 (Cont.)
Supplemental Appropriations Included in 2010 Long Bill

Supplemental
Fiscal Year Affected Fund Source Request Amount

Colorado State University

Moby B & C Wings Expansion and Remodel, Human Performance/Clinical Research Lab CF ($3,400,000)

2009-038
FF $5,000,000

The college says it needs additional cash funds spending authority for FY 2009-10 and amended cash funds spending authority
for FY 2008-09 in order to take advantage of potential federal funds from a National Institutes for Health (NIH) grant.

Fort Lewis College

New Residence Hall (202 Project) - FLC CF $2,712,281
2009-030

The college says it needs additional cash funds spending authority to address below-cost estimates in the original program plan
and escalating construction costs.

New Student Union (202 Project) CF $10,500,000
2009-029

The college needs additional cash funds spending authority in order to complete the project as designed. The project is currently
under construction and scheduled for completion in August 2011.

Human Services

Suicide Risk Mitigation FF $3,480,190
2009-007

The department is requesting federal funds spending authority to continue suicide risk mitigation efforts at two state mental heath
institutes and to maintain transparency in its budget.

Mesa State College

Saunders Fieldhouse Renovation and Expansion (Phase Il of 111) CF $3,627,000
2007-132

The project is scheduled for completion in December 2009. An emergency supplemental is required in order to include new
value-added features at the time of construction and address additional required renovations prior to project completion.
University of Colorado Denver

Business School Purchase and Renovation of 1475 Lawrence Street CF $5,000,000
2009-134

The university is requesting additional cash funds spending authority in order to replace obsolete mechanical and electrical
infrastructure to better meet the programmatic needs of the Business School.

Supplemental to FY 0910

Adams State College

Auxiliary Facilities (202 Project) CF $10,000,000
2010-016

The college says this supplemental request is necessary in order to refinance some of its existing debt and take advantage of
tax-free Build America Bonds.

Colorado School of Mines

New Residence Hall (202 Project) CF $3,016,497
2010-019

The school is increasing the scope of its New Residence Hall project in order to provide additional housing for first-year students
and to improve energy efficiency.

Corrections
Centennial Correctional Facility Expansion (formerly CSP 1) (COP Project) CCF ($8,175,782)

2008-192
CERF ($5,766,568)

The FY 2009-10 lease-purchase payment was eliminated by the recent refinancing of the certificates of participation issued for
the project.
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Figure 6.1 (Cont.)
Supplemental Appropriations Included in 2010 Long Bill

Supplemental
Fiscal Year Affected Fund Source Request Amount

Higher Education

Various Higher Education Projects -- November 2008 Issue (COP Project) CF ($832,360)
2009-203

The FY 2009-10 lease-purchase payment was reduced by the recent refinancing of the certificates of participation issued for the
project.

Human Services

Colorado AWARE VR Case Management System FE $1,152,850
2011-021

The department commenced work on the project in the summer of 2009, and is seeking immediate legislative approval in order to
maintain transparency in its budget.

F Cottage Life Safety Improvements, Colorado Mental Health Institute at Fort Logan FFE $1,995,290
2007-118

The department is requesting federal funds spending authority to install an air conditioning unit, and is seeking immediate
legislative approval in order to maintain transparency in its budget.

Quality of Life Improvement Project, Colorado State Veterans Home at Walsenburg CF $708,315

2011-031
FF $1,315,443

The department is seeking legislative authorization prior to the awarding of a federal State Homes Construction Grant from the
Veterans Administration for the project, which the department anticipates will occur in October or November 2009.

Revenue

Loma Port-of-Entry Repair and Abatement FF $259,683
2011-028

The department commenced work on this project in October 2009 in order to address the emergency mitigation of critical health

and safety issues. The department is seeking immediate legislative approval in order to maintain transparency in its budget.
University of Colorado at Boulder

Basketball and Volleyball Practice Facility (202 Project) CF $815,000
2009-128

The university is requesting additional cash funds spending authority to address additional costs identified during the project's
design phase.

University of Colorado Denver

Various Projects at the Anschutz Medical Campus (formerly Fitzsimons) (COP Project) CCF ($5,142,063)

2005-031
CF $945,082

The FY 2009-10 lease-purchase payment was reduced by the recent refinancing of the certificates of participation issued for the
project.

CF 28,069,411
FF 15,859,521
CERF (5,766,568)
CCF (13,317,845)

Grand Total $24,844,519

Totals
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CDC tours of state-owned facilities. During the 2009 legislative interim, the CDC took
three tours to visit various state-owned facilities. The tours included a two-day tour in July of
facilities in the metro Denver area, a one-day tour of facilities in the north central region of the state
in August, and a three-day tour of the south central region of the state in September. Figure 6.4,
below, lists the sites visited during each of the tours conducted by the committee during
FY 2009-10.

Figure 6.4
CDC Tours of State-owned Facilities
July 1, 2009 — June 30, 2010

Date of Visit Region Visited Sites Visited

Auraria Higher Education Campus

Adams Youth Correctional Facility

Anschutz Medical Campus

Denver Reception and Diagnostic Center
Lowry Campus

Colorado School of Mines

Colorado Mental Health Institute at Fort Logan
Staunton State Park

State Capitol Dome

July 28-29, 2009 Metro Denver

University of Northern Colorado
Foothills Wildlife Research Facility
Front Range Community College
Colorado State University

»  Veterinary Teaching Hospital

» Main Campus

»  Foothills Campus

August 24, 2009 North Central

Colorado School for the Deaf and the Blind
Colorado State University -- Pueblo
Pueblo Community College

Canon City Correctional Complex
Colorado Mental Health Institute at Pueblo
Pueblo Fish Hatchery

University of Colorado at Colorado Springs

September 21-23, 2009 | South Central

Miscellaneous CDC activities, Figure 6.5, on the following page, provides a description
of miscellaneous actions taken by the CDC during FY 2009-10.
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Figure 6.5
Miscellaneous CDC Action and Activities
July 1, 2009 — June 30, 2010

Date

Action

July 28, 2009

Voted to allow the Capitol Building Advisory Committee to assist Colorado Preservation,
Inc., in the development of a public-private fund-raising campaign to finance the
restoration of the State Capitol dome and to give the Capitol Building Advisory
Committee permission to apply for the 2010 Most Endangered Places List on behalf of
the State Capitol dome.

July 29, 2009

Heard an update from representatives of the Judicial Branch and the Colorado
Historical Society about the financing of and construction timeline for two projects: the
Colorado History Center and the Ralph L. Carr Judicial Center.

October 23, 2009

Elected a new committee chair and vice chair.

Approved a proposal from the Capitol Building Advisory Committee that the Department
of Human Services, Division of Vocational Rehabilitation Business Enterprise Program,
replace and refurbish the furniture in State Capitol café using federal stimulus dollars.

Directed the Office of Legislative Legal Services to work with the Governor's Office of
State Planning and Budgeting and the Department of Personnel and
Administration (DPA) to draft legislation authorizing lease-purchase authority to DPA
to acquire or build a new state office building on land adjacent to the State Capitol using
existing agency lease appropriations.

December 1-3, 2009

Conducted annual hearings to consider regular capital budget requests.

January 14, 2010

Heard a report from the Office of the State Treasurer about the Higher Education
Revenue Bond Intercept program.

January 21, 2010

Heard a report from the Department of Natural Resources, Division of Wildlife about the
Habitat Stamp program.

Pursuant to House Rule 50 (a), voted to favorably recommended House Bill 10-1083
to the House Judiciary Committee. The bill authorizes the state to enter into
lease-purchase agreements for the purchase of a day surgery center for the Denver
Reception and Diagnostic Center (DRDC) within the Department of Corrections.

January 28, 2010

Considered a draft of proposed committee legislation: "Lease-purchase Building
Agreements," which authorizes the executive director of the Department of Personnel
and Administration to enter into lease-purchase agreements for real property with prior
approval by the Governor's Office of State Planning and Budgeting and the Capital
Development Committee.

February 2, 2010

Heard an update from representatives of the Judicial Branch and the Colorado
Historical Society about two projects: the Colorado History Center and the Ralph L.
Carr Judicial Center.

February 4, 2010

Voted to introduce committee legislation, "Lease-purchase Building Agreements," to the
General Assembly. The bill authorizes the executive director of the Department of
Personnel and Administration to enterinto lease-purchase agreements for real property
with prior approval by the Governor's Office of State Planning and Budgeting and the
Capital Development Committee.
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Figure 6.5 (Cont.)
Miscellaneous CDC Action and Activities
July 1, 2009 — June 30, 2010

Date

Action

February 4, 2010 (Cont.)

Pursuant to Senate Rule 42 (a), voted to favorably recommend Senate Bill 10-094 to
the Senate Business, Labor, and Technology Committee. The bill defines capital
construction appropriation for the purposes of the Arts in Public Places Program
(1 percent for art).

March 16, 2010

Voted to favorably recommend draft legislation granting the power of eminent domain
to Metropolitan State College of Denver, "Concerning Necessary Authority for
Metropolitan State College of Denver to Access Favorable Financing," to the General
Assembly for introduction as a Capital Development Committee bill.

March 18, 2010

Considered a request from a representative of Colorado Preservation, Inc. (CPI), and
the State Architect to allow CPI to spearhead a statewide fund-raising effort on behalf
of the State Capitol dome renovation project.

March 25, 2010

Considered a draft resolution concerning fund-raising for the State Capitol dome.

April 1, 2010

Considered a draft of proposed committee legislation, "Capitol Dome Restoration
Funding."

April 6, 2010

Voted to introduce committee legislation, "Capitol Dome Restoration Fundraising," to
the General Assembly. The bill authorizes a private, non profit organization to
fund-raise on behalf of the state for the State Capitol dome restoration project.

May 6, 2010

Approved a proposal from the Capitol Building Advisory Committee to accept the
permanent donation of a replica of a House member's desk to be placed in Mr. Brown's
Attic.

May 11, 2010

Discussed the interim meeting schedule.

Pursuant to House Rule 50 (a), voted to favorably recommend Senate Bill 10-207 to the
House Committee on State, Veterans, and Military Affairs. The bill authorizes the state
to enter into lease-purchase agreements to finance capital construction projects
proposed by the Governor's Energy Office in order to improve the energy efficiency of
state facilities.
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VIl. Legislation Impacting Capital Construction Funding
or the Capital Development Process — 2010 Legislative Session

A number of the bills considered by the General Assembly during the 2010 legislative
session affected capital construction and the duties of the Capital Development Committee (CDC).
Figure 7.1 (Page 75) summarizes and provides fiscal information about 24 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

The effects of an economic recession that began in FY 2008-09 continued to create a state
budget shortfall for FY 2009-10, leading the General Assembly to consider a number of budget
balancing measures during the 2010 session. House Bill 10-1327 transfers moneys from various
cash funds to augment state General Fund revenue for FY 2009-10. The transfers include two
cash funds that affect capital construction, the Higher Education Federal Mineral Lease
Maintenance and Reserve Fund (maintenance and reserve fund) and the Controlled Maintenance
Trust Fund (CMTF). The transfer amount from the principal of the maintenance and reserve fund
for FY 2009-10 is $2.3 million. This amount is based on actual fund earnings to date. The transfer
amount for FY 2009-10 from the principal of the CMTF is $335,000. This represents the remaining
principal balance of the fund.

House Bill 10-1389 transfers moneys from funds typically reserved for capital projects to
the General Fund and eliminates certain transfers from the General Fund to the Capital
Construction Fund. The certificates of participation (COPs) issued for three capital projects were
refinanced during the 2009 interim, which resulted in three negative supplemental requests that
either eliminated or reduced the funds appropriated for the FY 2009-10 payments. The savings
realized from the negative supplemental requests were transferred, in part, to the General Fund
to offset the budgetary shortfall for FY 2009-10 and FY 2010-11. The transfers include
$20.9 million for FY 2009-10 and $10.4 million for FY 2010-11.

Capital Construction Projects

Spending on capital construction. House Bill 10-1376 (the Long Bill) provides funding
in FY 2010-11 for 56 capital construction and controlled maintenance projects totaling
$411.3 million, including $16.8 million in state funds, and $394.5 million in cash and federal funds.
The bill funds 3 certificates of participation payments, 2 state-funded capital construction projects,
19 state-funded controlled maintenance projects, and 32 cash projects.

The add-on to the 2010 Long Bill makes supplemental capital construction appropriations
for 22 projects, including 2 requests for extensions of time only. The combined impact of the
22 supplemental requests from all funding sources is $13.7 million. Some state-funded
appropriations for prior fiscal years were adjusted by these supplemental requests, but no new
state funds were appropriated for any projects.
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Revenue for state-funded capital construction. Moneys for capital construction and
controlled maintenance projects approved during the 2010 session were provided in two bills.
House Bill 10-1389 provides $9.1 million in revenue for FY 2010-11 projects from a General Fund
transfer to the Capital Construction Fund. House Bill 10-1376 provides $7.6 million in revenue for
FY 2010-11 projects from the balance and projected FY 2009-10 interest earnings of the Capital
Construction Fund.

Other revenue for capital construction. House Bill 10-1140 authorizes the appropriation
of cash funds from the State Veterans Trust Fund for the construction of three readiness centers
requested by the Department of Military and Veterans Affairs. The appropriation for the three
projects is listed in the 2010 Long Bill.

Changes to the Capital Process

Several bills considered by the General Assembly during the 2010 session make changes
to the capital process, including changes to public notice requirements, how certain types of
projects are reviewed, and what projects are subject to the requirement to allocate money for art
in public places. House Bill 10-1181 makes changes to public notice requirements for state
departments in order to conform to changes made for higher education institutions in
Senate Bill 09-290. The threshold for giving public notice for professional services for all state
agencies is now $1 million for total project costs and $100,000 for professional services.

Another bill, Senate Bill 10-003, makes one change to current law that directly affects the
capital process for higher education institutions. The act repeals the requirement that the Colorado
Commission on Higher Education approve acquisitions of real property funded from cash sources.
Rather, acquisition projects expected to cost more than $2 million in cash funds are to be listed as
part of an institution's two-year projection of cash need. The CDC considers and approves
two-year projections of cash need once a year. Institutions of higher education are authorized to
commence projects on the two-year list once the list has been considered by the CDC and so long
the cost of a project does not exceed the original estimate by more than 15 percent.

Senate Bill 10-094 expands the types of capital projects subject to the Artin Public Places
Program administered by the State Council on the Arts. Under current law, the common practice
has been to require state agencies to allocate 1 percent of a project's state-funded construction
costs to the program. The act defines capital construction appropriation to include any
appropriation or transfer for a public construction project from state funds, including the cost of
financing a capital construction project. This act extends the 1 percent requirement to projects
financed through mechanisms such as certificates of participation.

Legislation Concerning the Renovation of the State Capitol Dome

The General Assembly considered two bills that make provisions for repairs to the State
Capitol dome. House Bill 10-1402 authorizes a nonprofit statewide historic preservation
organization (nonprofit organization) to raise money for crucial dome repairs using cause
marketing, a children's campaign, a public campaign, gifts, and/or grants. Senate Bill 10-192
directs the transfer of moneys from the State Historical Fund to the Capitol Dome Restoration Fund
for repairs to the State Capitol dome. The act transfers up to $12.0 million from the State Historical
Fund to the newly created Capitol Dome Restoration Fund over the course of three fiscal years
beginning in FY 2010-11, or $4.0 million annually. The moneys transferred in FY 2011-12 and
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FY 2012-13 are to be reduced by the amount donated by the nonprofit organization and/or the
amount granted for the dome repair project by the Colorado Historical Society. House Bill 10-1402
creates the Capitol Dome Restoration Trust Fund and outlines the process by which moneys raised
by the nonprofit organization will be credited to the newly created fund. As moneys are needed
for discrete phases of the project, the nonprofit organization and the Department of Personnel and
Administration are directed to coordinate the timing and amount of the donations of moneys raised
through the fund-raising efforts.

House Bill 10-1402 expands the duties of the CDC to require the committee to review,
approve, and oversee a two-year, private fund-raising campaign for repairs to the State Capitol
dome. The CDC is required to provide periodic reports to the Executive Committee of Legislative
Council regarding the types and status of approved fund-raising efforts. The act also directs the
Capitol Building Advisory Committee to review, advise, and make recommendations to the CDC
about any proposed fund-raising efforts. The authority of the CDC to oversee the fund-raising
process and the advisory role of the Capitol Building Advisory Committee in that process are
repealed on July 1, 2012.

Neither act makes an appropriation. Prior to commencing any repair work on the State
Capitol dome, the Department of Personnel and Administration must submit a capital construction
request for the project to the CDC for review and approval. It is anticipated that the department,
with the assistance of the Governor's Office of State Planning and Budgeting, will submit such a
request during the 2010 interim as an emergency supplemental request for cash funds spending
authority. The project will therefore require approval from both the CDC and the Joint Budget
Committee before any moneys can be expended. The project would later be listed in the
2011 Long Bill

Legislation Concerning Lease-Purchase Agreements

Lease-purchase transactions authorized during the 2010 session. House Bill 10-1083
authorizes the state to enter into lease-purchase agreements for the purchase of a day surgery
center for the Denver Reception and Diagnostic Center (DRDC) within the Department of
Corrections (DOC). The lease-purchase agreements are authorized for a period of up to 12 years
and for a total amount not to exceed $2.8 million. The department will locate a modular surgical
facility adjacent to the existing DRDC facility. Senate Bill 10-207 authorizes the State Treasurer
to enter into lease-purchase agreements on behalf of the state to finance capital construction
projects proposed by the Governor's Energy Office in order to improve the energy efficiency of
state facilities. The act establishes the process for identifying, recommending, and approving
eligible projects. After consideration of a prioritized list of projects, the CDC is directed to provide
a letter specifying the final approval priority of the projects to the Governor's Energy Office, OSPB,
the Joint Budget Committee, and the State Treasurer. The act limits the total par value of any
lease-purchase agreement to $73 million and grants the State Treasurer the sole discretion to
determine the timing of any agreements.

Changes to the approval process for lease-purchase agreements. Under current law,
lease-purchase agreements for real property that require total payments in excess of $500,000
must be approved by a bill other than the general appropriation bill or a supplemental appropriation
bill. Senate Bill 10-166 authorizes the executive director of the Department of Personnel and
Administration to enter into a lease-purchase agreement for real property if two conditions are met,
including: (1) the amount of rent appropriated for the state agency to be located in the building plus
any anticipated rent from private persons exceeds the amount of annual costs for lease-purchase
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payments, operating costs, maintenance costs, and all other lease-purchase costs; and (2) the plan
for the transaction is approved by the Office of State Planning and Budgeting and the CDC. 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.

Legislation Concerning Real Property Transactions

The General Assembly considered several bills concerning the sale, lease, or purchase of
real property during the 2010 session. House Bill 10-1375 grants Metropolitan State College of
Denver the power of eminent domain, or the authority to acquire real property, for the purpose of
receiving more favorable interest rates when it bonds for certain capital projects.
House Bill 10-1219, which was postponed indefinitely, would have authorized the Department of
Corrections to sell a correctional facility. The bill also would have authorized the department to
place inmates in a private contract prison, regardless of custody level. Another bill,
House Bill 10-1421, which was deemed lost, would have required the department to reduce its
prison bed capacity by at least 300 beds or create comparable savings.

Sale of the Trinidad State Nursing Home. The General Assembly considered two bills
that would have affected the sale of the Trinidad State Nursing Home. The sale of the home was
authorized during the 2009 session. Both bills considered by the General Assembly during the
2010 session were postponed indefinitely. House Bill 10-1217 would have repealed the authority
of the executive director of the Department of Human Services to sell the Trinidad State Nursing
Home. House Bill 10-1426 would have created the Trinidad State Nursing Home Cash Fund in
order to separate the finances of the home from the operation of the other four state veterans
nursing homes. The bill permitted the sale of the home, but specified that money from the sale
would have been deposited into the newly created cash fund in order to be used to pay costs
associated with the sale of the home.

Department of Natural Resources real property transactions. The General Assembly
considered two bills concerning real property transactions within the Department of Natural
Resources during the 2010 session. House Bill 10-1197 caps the total state income tax credit
taxpayers are allowed to claim for donating a conservation easement. The bill caps the total
amount of credit that may be claimed for income tax purposes for tax years 2011, 2012, and 2013.
The aggregate cap is $26 million annually. House Bill 10-1361, which was postponed indefinitely,
would have restricted the authority of the Division of Wildlife, within the Department of Natural
Resources, to purchase and retain a fee simple title to real property using proceeds from the sale
of habitat stamps. This type of purchase would have been permitted only when no other type of
interest in the property was viable or available.
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VIIl. Glossary

Capital Construction Fund

Colorado Commission on Higher Education

Capital Development Committee

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

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.S.)

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 90



