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BACKGROUND

Capital Development

Capital developments are remodeling and utility projects costing more than $2,500,000 or new facility
construction costing more than $500,000. Capital developments also include the purchase of real property
with appropriated funds. Capital development requests are traditionally categorized as “State Funded” or
“Non-State Funded.” State funded requests include all projects that that require general tax funds. These
projects compete for prioritization by the Building Board and, if applicable, the Board of Regents. Non-
state funds can be revenue bonds, donations, restricted funds, or federal funds that are recommended, but
not prioritized by the Building Board.

Capital Improvement

Capital Improvements consist of projects costing less than $2,500,000 to improve an existing facility or less
than $500,000 to construct a new facility. The state uses capital improvement funds to make critical
repairs to state facilities and replace worn equipment. Typical improvement projects include repairs to:
utility tunnels, HVAC systems, electrical systems, roofs, and parking lots. Capital improvement funds may
not be used for program equipment or routine maintenance.

Statute requires the Legislature to fund capital improvements at a level equal to 1.1% of the replacement
value of existing state buildings before the Legislature may approve new capital development projects.
However, during budget deficits, statute allows funding at 0.9% of the replacement value of existing state
buildings. For FY 2009 thru FY 2011 the Legislature amended the statue to allow funding below the 0.9%
level.

CAPITAL BUDGET

Capital Budget
FY 2010 Fy 2011 Fy 2011 FY 2012*

Sources of Finance Actual Appropriated Changes Revised Changes Base Budget
General Fund 25,394,400 20,417,300 0 20,417,300 0 20,417,300
General Fund, One-time (5,000,000) 113,000,000 0 113,000,000 (113,000,000) 0
Education Fund 30,268,100 30,268,100 0 30,268,100 (8,361,500) 21,906,600
Project Reserve Fund 5,000,000 0 0 0 0 0.4

Total $55,662,500 $163,685,400 $0 $163,685,400 ($121,361,500) $42,323,900
Line Items
Capital Development 0 113,000,000 0 113,000,000 (113,000,000) 0
Capital Improvements 55,662,500 50,685,400 0 50,685,400 (8,361,500) 42,323,900
Total $55,662,500 $163,685,400 $0 $163,685,400 ($121,361,500) $42,323,9001
Categories of Expenditure
Other Charges/Pass Thru 55,662,500 163,685,400 0 163,685,400 (121,361,500) 42,323,900

Total $55,662,500 $163,685,400 $0 $163,685,400 ($121,361,500) $42,323,900
*Does not include amounts in excess of subcommittee's 93% state fund allocation that may be recommended by the Fiscal Analyst. |
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CAPITAL IMPROVEMENT ISSUES

Allocations by Major Area
. Capital Improvement Funding Allocation History
Each year the Legislature $30,000,000 100%

appropriates a fixed amount to
the Capital Improvements line $70000000
item. Then, in the spring
following the General Session, the
State Building Board meets and
makes specific allocations to state
agencies and institutions of
higher education based on need
and on the percentage of
buildings maintained. The
projects for which the Building $20000,000
Board allocates funding must
have first been reviewed by the
Capital Facilities appropriations o , , . .
subcommittee. Over the past five Fr2007 P 2008 P 2009 Fr2010 Fr2o11
yearS the allocation Of Capital W Statewide Allocation  WEEM State Agencies WS Higher Education ~ ====Higher Ed % = State Agency% ~ Statewide %
improvement funds has remained
consistent. Higher Education receives an average of 56% of the capital improvement appropriation, state
agencies receive 36%, and DFCM receives 8% to use for statewide improvements and emergency projects.

FY 2012 Funding Level

The statutorily required amount
of funding for FY 2012 is $80,000,000 1.200%
$93,452,800 at the 1.1% level and - 1.100%
$76,461,400 at the 0.9% level. #70000,000 | oo
These amounts represent a 2.8%
increase over the required
amounts for FY 2011. Most of this $50,000,000
increase results from the addition
of buildings (constructed or
otherwise) to the insured values
currently owned by the state. The
FY 2011 appropriation for Capital
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Capital Improvement Project Requests

Each year state law (UCA 63A-5-104(4)) requires the Building Board to “submit a list of anticipated capital
improvement requirements to the Legislature for review and approval.” The Legislature may make
adjustments to list, approve the list, and appropriate funds for capital improvements. The State Building

Board then prioritizes and determines which projects from the list to fund within the authorized
__________________________________________________________________________________________________________________________________________________________|
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appropriation from the Legislature. For FY 2012 state agencies requested $92.2 million of improvements
and institutions of higher education requested $113.9 million of improvements for a total FY 2012 request
of $206.1 million. (See Capital Improvement FY 2012 Issue Brief for the full list of requests.)

CAPITAL DEVELOPMENT ISSUES

Ongoing Funds in the Base Budget

The 2006 Legislature appropriated $30 million in ongoing funds to this line item for capital development projects.
These funds allowed the state to finance buildings using a pay-as-you-go strategy and established a “working rainy
day fund” that could be used in case of budget deficits. In the 2008 2nd Special Session the Legislature removed the
$30 million ongoing funds to help balance the budget during a period of economic decline. The Capital
Developments line item, therefore, has no base budget.

State Space Standards

The state uses space standards when planning new buildings and leases to align job function with square footage
requirements. 1994 was the last time the State Building Board revised the standards for state agencies and as a
result, the state must guess as to their exact application. The space standards should be updated. (See Utah State
Space Standards Issue Brief for more information.)

Contingency and Project Reserve Funds

The Contingency Reserve Fund, used for unexpected change orders and contingencies, has a balance of $15.2 million
due to the large number of projects under construction. The Project Reserve Fund has balance of $18 million due to
the favorable bid climate that has required fewer funds for construction. The Analyst recommends reallocating $12
million from the Project Reserve Fund and keeping the Contingency Reserve Fund at the current level. (See Capital
Facilities Reserve Funds Issue Brief for more information.)

Energy Service Company Projects

Current statute allows agencies to enter into energy savings performance contracts for up to 20 years
without Legislative approval. The state currently has approximately $17.2 million of outstanding loans on
energy savings projects and will likely enter into three additional multi-million dollar contracts in FY 2011.
(See State Energy Savings Performance Contracts Issue Brief for more information.)

Veteran’s Nursing Home

The state received the 65% federal reimbursement for constructing the $19.7 million Veteran's Nursing Home in
Ogden. The $12,733,000 reimbursement resides in a holding fund until appropriated by Legislature. There are
currently no restrictions on the funds. (See Veteran’s Nursing Home Issue Brief for more information.)

Homeland Security Emergency Operations Center

During the summer of 2010 DFCM and the Capitol Preservation Board discovered approximately 4,700
square feet in the basement of the Utah State Capitol that a master architectural plan set aside for an
emergency operations center. Under direction of the Capitol Preservation Board, DFCM and the Division of
Homeland Security are currently renovating the space. Statute allows the renovation or remodeling of
existing facilities without legislative approval if done with non-state funding. Additionally, the $2.2 million
grant is under the $2.5 million threshold for a capital development. The new space will allow Homeland
Security to expand the central command center to more adequately accommodate decision makers in the
event of an emergency. Staff personnel will remain in offices in the State Office Building.

|
OFFICE OF THE LEGISLATIVE FISCAL ANALYST -3- JANUARY 10, 2011, 3:16 PM



