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he 1991 Minnesota Legislature
I directed the commissioner of
administration to report on several
legislative initiatives related to capital asset
management. These initiatives include an
integrated  infrastructure = management
system for state-owned or -occupied build-
ings, the resources necessary for such a
system, the condition or ‘‘classification’’ of
existing facilities, and rent issues.

This report contains capital budget
reform concepts and analysis related to
these initiatives. It was prepared by the
Capital Budget Reform Steering Committee
created by the commissioner of adminis-
tration in June 1991 to design a work plan
and to later oversee its implementation.

Three underlying principles of the
capital budget reform process are, first, to
determine agency facility needs in a
reliable, organized manner; second, to
determine at any time the suitability and
condition of facilities available for use; and
third, to determine the most appropriate
combination of the first two principles in a
facility plan that can be budgeted for
implementation and comparison with other
statewide priorities.

Although this report addresses
executive branch goals in support of these
underlying principles, both the executive
and legislative branches must prepare a

EXECUTIVE

SUMMARY

broader strategic plan for the state. A
more efficient capital budgeting process
will be wasted if no vision guides the
priority-setting and  decision-making
processes. Decision making should be
informed by the appropriate standards for
determining need and solutions to that
need.

Objectives and tasks

The three key objectives of capital budget
reform and their tasks are:

1. To develop standards and
computerized data bases that the
executive and legislative branches can
use to make more informed capital
budget decisions.

a. Establish design and
utilization standards

space

b. Establish cost-estimating standards

c. Establish a building condition and
maintenance classification system

d. Create and maintain an inventory of
state-owned and state-leased
facilities




e. Implement computer data base
systems

2. To enhance the state’s asset
management. ’

a. Develop mechanisms for greater
flexibility in acquiring and
financing capital assets, for
example, lease with option to buy

b. Refine the management and
operation of the capital asset
preservation and replacement
account (CAPRA)

¢. Examine and implement a rent
concept where state agencies pay
the real cost of occupying space in
state-owned buildings

d. Implement changes in the state’s
budgeting and accounting systems
to reflect the financial impact of
capital budget decisions

3. To enhance the state’s capital
budgeting process.

a. Create a disciplined strategic
planning process

b. Develop a standards manual that
agencies must use to prepare their
capital budget requests

c. Revise capital budget forms to
include a technical analysis by the
Department of Administration and
an analysis by the Department of
Finance of the impact of the capital

budget on programs and operating
budgets

Revise the executive branch capital
budgeting process to strengthen the
technical assistance provided to
agencies, the technical review
conducted by the Department of
Administration, the program and
financial review conducted by the
Department of Finance, and the
working relationship between the
departments of Finance and
Administration

In 1992, the Department of
Administration will report on
strategies to increase efficiency in
the management of space, and on
implementation of the integrated
infrastructure management system.
The governor will present his
capital budget recommendation.

In 1993, the Department of Finance
will present its debt capacity report,
and the governor will present his
capital budget, including a long-
range strategic plan; policy
recommendations on such issues as
debt capacity, leasing, location of
state facilities, and maintenance and
repair; and detailed six-year capital
budget recommendations prioritized
within agencies and statewide. The
detailed recommendations  will
include program and technical
analyses by the departments of
Finance and Administration.




Summary of key points
and recommendations

Discussion on capital budget reform in
Minnesota State Government can be divided
into three categories — capital budgeting,
strategic planning, and rent policy.

During the steering committee’s
research and analysis, each category
generated its own conclusions, including
creation of a list of action steps the
Department of Administration will begin to
implement this year as a means of
improving the capital budget process and
anticipating future needs of state agencies.

A small number of changes cannot be
made administratively. These take the
form of recommendations for the legislature
to consider acting on in the 1992 session.

Capital budgeting. A data base
encompassing building construction, age,
use, size, configuration, suitability, and
condition is fundamental to all aspects of
development and management of facilities.

In order to implement the proposed
process, the Division of State Building
Construction has purchased the SARA
system. SARA is a proprietary brand name
for a computerized facility development
system that helps design and track a project
from concept to occupancy. It is in use in
several states.

The extensive SARA data base provides
a reliable benchmark for building standards
and costs. These benchmarks are adjusted
for building types and regional differences.

It has been determined that the Department
of Administration will take the following
steps to improve the process:

s The SARA software will be used by the
Division of State Building Construction
to monitor the budgeting process at
various stages of a project’s scope
development.

s  The state will also expand the use of
computer-aided design (CAD) to main-
tain building plans and attributes in
computer media for analysis and
reproduction.

= The departments of Administration and
Finance will develop a budgeting
manual documenting the minimum data
required for project review.

= Much of the data regarding the building
type, use, size, and age is already
available in various forms either
through the Division of State Building
Construction or the various user
agencies and institutions, but needs to
be entered into the SARA system.

® Aninventory of the condition and suita-
bility of all state-owned and -leased
buildings will be an ongoing prioritized
process. The initial phase will be done
over six years, with biennial updates.

It is recommended to the legislature that:
®  Funds be appropriated to implement

the recommendations of capital
. budget reform. In order to leverage




the assets the Department of Admin-
istration already has, the department
should be allowed to use the balance
($314,000) of the 1991 appropriation
($350,000) as a carryover. This
would provide the funds necessary to
continue expanding the use of the
SARA software system, expand the
use of computer-aided design, and
conduct the inventory of building
classification already under way.

Strategic planning. The need for
creation and implementation of a long-
range comprehensive plan to guide the state
in making capital budget decisions is
becoming more critical every year. The
Department of Administration is prepared
to take the leadership role in this process
and coordinate all fiscal elements of such a
plan with the Department of Finance.

A commitment of major resources will
be made to in-depth planning and wide-
ranging decision making among several
state agencies, the Capitol Area Architec-
tural and Planning Board, and the legis-
lature. Additional funding will be needed
to carry out the plan and effect the vision
for the State of Minnesota.

To accomplish this, the following steps will
be taken:

= A review and approval of all site selec-
tion criteria used by agencies will be
made by the Department of Administra-
tion to ensure consistencies, proper
development, and execution of criteria
prior to site selection.

The Department of Administration will
use as a key criteria the principle that
state agencies and activities within an
agency should be consolidated and
co-located whenever possible unless an
agency’s operations, function, or future
growth dictates an alternative.

Agency program needs will be the most
important issue in site selection.

Locating agencies in registered historic
sites and in vacant public buildings will
continue only if program needs are met
— if functions of the agency are main-
tained, if it is cost effective, and if full
accessibility 1s possible.

Prior to acceptance of any gift site for
current or future needs, an analysis will
be made to determine if the site is
appropriate for an agency’s program
needs and to discover any ‘‘hidden’’
costs, including site pollutants, poor
soil conditions, historical preservation
requirements, or added utility costs.

A master plan will be developed for
each state-owned campus.

Whenever two dissimilar types of user
groups are to be located on one
campus, an assessment will be made to
verify that their programs do not
negatively affect one another.

The added costs of National Historic
Registration will be included in any
capital budget request.

An improved capital budget process




will allow alternatives to leasing to
acquire the use of space. The selection
of which method is used will be based
on an economic analysis and agency
program requirements.

s The cost of housing state agencies,
whether in state-owned or non-state-
owned space, will be considered in the
state’s debt management policy.

s The Department of Finance will reex-
amine its debt management policies in
relation to the Local Government Trust
Fund and long-term commitments.

It is recommended to the legislature that:

® A separate appropriation be made to
carry out the key recommendation of
the capital budget reform process —
development of a strategic plan for
locating state agencies in the Twin
Cities metropolitan area.

® A master plan be developed and
regularly updated for key projects in
the Capitol Area. :

Rent policy. An equitable system of
determining rent charges does not exist for
buildings under the custodial control of
Administration. Further, current rent rates
are generally lower than those for compar-
able space in the private sector.

No consistent accounting for costs or
procedures for spending exist in state
agencies with custodial control of their
buildings. Nor do guidelines exist to

define the wvarious types of asset
preservation and to determine the funding
sources for each type.

Space and building decisions have little
impact on state agency operating budgets,
because new or renovated space costs are
covered by capital project budgets. Rental
rates are the key space item paid for by
operating budget funds, and they do not
reflect actual costs in many cases.

It has been determined that:

= Rental rates in buildings controlled by
the Department of Administration will
be increased by the inclusion of interest
on bonded funds and by a charge for
accumulated depreciation that will
accommodate the cost of periodic
renovations and will establish a reserve
for repairs and replacements.

= Consistent policies and procedures for
tracking the cost of operating and
maintaining  buildings will be
established for all agencies statewide.

®  Guidelines will be developed for
determining whether operating funds or
bonded funds are needed for various
capital improvements in maintenance,
repair and replacement, or renovation
of state-owned buildings.

s  Rents charged for buildings under the
custodial control of the Department of
Administration will be adjusted to
reflect the actual costs of building,
operating, maintaining, and managing
each facility — making them compar-
able with private-sector rental rates.







INTRODUCTION

ecause of limited funds and ex-

panding program needs, govern-

ment entities nationwide have been
struggling financially the past several years
to provide for maintenance and care of
their institutional buildings and infrastruc-
tures and to properly assess needs for new
facilities.

The State of Minnesota has long
recognized this need but has lacked a
unified process to deal comprehensively
with the many building program issues.
Past legislatures have dealt with certain
elements of a comprehensive program that
recognized the need to continuously study
and evaluate:

® the current and future requirements of
state buildings

s the maintenance of existing buildings

s the rehabilitation and remodeling of
older buildings

s the planning for administrative offices

s the exploring of methods of financing
buildings and related costs.

A major constraint in developing a
comprehensive facilities management
system has been the lack of funds to
underwrite a professional staff of adequate

size to deal with such a large program.

Through advancing computer
technology, however, a relatively small
increase in staff could produce great
dividends toward preserving this state’s
capital assets.

Two recent study reports —  The
Governor’s Task Force on State Buildings
Final Report (December 1990) and the
Report of the Joint Legislative Study on
Capital Needs (February 1991) — resulted
in the 1991 Legislature funding several
beginning steps to address capital planning.

First, the legislature requested that the
commissioner of administration study and
report to the legislature ‘‘on ways to make
space and building decisions impact the
operating budgets of the agencies that
request capital projects, as a way to
increase efficiency in the management of
space’’ (Laws of 1991, Chapter 342,
Section 22). In addition, it appropriated
$350,000 to develop ‘‘a framework for an
integrated  infrastructure = management
system including the establishment of a data
base of building classification standards’’
for state-owned or -occupied buildings
(Laws of 1991, Chapter 345, Art. 1,
Section 17). Procedures for capital budget
requests were also amended, to provide
better coordination for planning purposes
(Laws of 1991, Chapter 342, Sec. 6).

This report includes recommendations
that respond to Laws of 1991, Chapter 342,
concerning capital project impacts on




operating budgets, and discusses activities
undertaken in response to Laws of 1991,
Chapter 345, which provided funds to
integrate existing resources and produce a
statewide capital asset management system.

This is the beginning of a long-term
commitment to provide a framework for an
integrated management system, including a
comprehensive capital budget process. The
cost and timing of this process will be
addressed in the governor’s 1992 capital
budget.

Approach

The commissioner of administration formed
a capital budget reform steering committee
with the following members:

Department of Administration —
Dennis Spalla, assistant commissioner for
property management, steering committee
chair; Wanda Hurtgen, management assis-
tant, Property Management Bureau; Bruce
Taber, director, Division of State Building
Construction; Sally Grans, project mana-
ger, Division of State Building Construc-
tion; Beverly Kroiss, director, Division of
Real Estate Management

Department of Finance — Peter
Sausen, assistant commissioner; David
Johnson, executive budget officer; Dale
Nelson, team leader/capital budget
coordinator

State Legislature — Paul Schweizer,
House Appropriations analyst, and Peggy
Ingison, Senate Finance analyst

Consultant — Larry Gleason, vice
president, CPMI, Bloomington, Minn.

The steering committee reviewed statutes
and created subcommittees to address cate-
gories of concern that arose during this
research for capital budget reform. These
categories were:

®  debt forecasting and management
® capital project budgeting

s facilities data base

= site analysis and selection

® capital asset preservation

® rent policy

® alternate acquisition methods.

State agencies were surveyed for their
views and for data on such topics as rent
policy, capital budgeting processes, and
existing data bases.

During the 12 steering committee and
numerous subcommittee meetings, the
group debated the definition of terms and
assessed existing tools and methods through
discussion and through use of state agency
survey data.

Members of the committee and repre-
sentatives of agencies participated in
presentations of a new computer system
with capabilities for project planning and
budgeting.




Overview of the report

This report is divided into three major
parts.

‘““Capital budgeting’’ discusses the goals
and processes of budgeting for capital
projects, the state building classification
system, preservation of capital assets, and
funding sources, including the new capital
asset preservation and replacement account.

‘‘Strategic planning’’ sets forth the
proposal that a comprehensive strategic
plan be established to coordinate the
location of state facilities. It discusses
factors to consider in site selection and
financing, the types of buildings owned by
the state, debt management in the capital
budget process, and financing options.

‘‘Rent policy’’ presents a discussion of
the state’s current configuration of custodial
control of buildings and how rental rates
are determined for buildings controlled by
the Department of Administration.

The appendices include a glossary of
terms used in this report and a map of the
Capitol Area, a structure for the state
building classification data base being
created by the Department of Adminis-
tration, a simulation showing the differ-
ences between the current and revised state
building rent matrices, and a bibliography.







11

CAPITAL

BUDGETING

he goals for capital project
I budgeting include development of:
= a method of determining facility need
based on accepted standards

= a method of assessing the suitability
and condition of existing capital assets

» a method of combining the above goals
into a workable building program

® a determination of the impact on
resources of all types to achieve the
above goals

» a3 method of assessing the life cycle
impact of capital budgeting decisions

® a way to maximize the control of the
budgeting process while minimizing the
effort required by the agencies to
modify their processes.

The recommended reform measures will
provide boundary conditions for agency
requests while still allowing those agencies
the freedom to adjust final requirements
within those boundaries as their program
needs dictate.

Facility budgeting incorporates the
physical improvement concepts of new
construction, plant adaption, plant renewal,
and catch-up maintenance.

New construction and plant adaption
relate to physical improvements to meet
program demands and the demands placed
on buildings by changing codes. These
improvements are considered under the
capital budgeting process.

Plant renewal and catch-up maintenance
refer to maintaining a building for its
current use. Plant renewal is a systematic
plan and budget for preventing the deterior-
ation of a building. Catch-up maintenance
refers to maintenance that should have
occurred but for various reasons has not,
resulting in deterioration and other prob-
lems within the existing building operation.
Plant renewal and catch-up maintenance are
further discussed in the capital asset
preservation section on Page 16.

In order of ease in estimating cost, catch-up
maintenance is easiest because it deals with
an existing condition. Plant renewal is
more difficult but its cost can be formulated
based on building subsystem life cycles.
Plant adaption is the hardest because it is
the most unpredictable, and cost histories
are often mixed in with renewal projects.
If plant adaption costs are part of the
capital budgeting process, each particular
problem can be estimated based on a design
solution rather than by formula.
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Fig. 1. Budgeting checkpoints

SHADED AREAS REPRESENT ADMINISTRATION/FINANCE REVIEW.
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Process steps

The steps leading up to the presentation of
a capital budget request vary widely among
agencies because the only control applied to
the process is the use of a standardized
form containing required project data. The
data on the form is given executive and

legislative review only after it is presented;
no intermediate guidelines or checkpoints
exist to verify compatibility with any
standards.

The current and proposed budgeting
paths are diagrammed in Figure 1. Control
checkpoints are shaded. In order to
implement the proposed process, the
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Division of State Building Construction has
purchased the SARA system. SARA is a
computerized facility development system
designed to help create and track a project
from concept to occupancy. It allows new
project information to be input and
manipulated or can refer to a data base
including 25 years of collective architec-
tural and engineering experience for a wide
range of projects.

The state will also expand the use of
computer-aided design (CAD) to maintain
building plans and attributes in computer
media for analysis and reproduction.
Attributes of a graphic computer data base
will eventually be directly tied to the
operating data maintained for each
building.

The SARA software provides opportun-
ities for auditing the budgeting process at
various stages of the project’s scope
development. Even at the earliest stage,
data on space and building plans can be
compared against state standards.

The SARA system also provides a tool
for those agencies with capital improvement
projects that warrant maintaining skilled
facility management staff. Direct input at
this level will reduce involvement by the
Divison of State Building Construction at
periodic review points and in managing the
facilities data base. The division will
coordinate the input of project data from
agencies with access to satellite SARA
stations and directly input data from other
agencies.

In addition to its capabilities as a
budgeting tool, the extensive SARA data
base provides a credible benchmark for
building standards and costs.  These
benchmarks are adjusted for building types

and regional differences.

The departments of Administration and
Finance will develop a budgeting manual
documenting the minimum data required
for project review. The objective will be
to receive reliable data compatible with the
SARA system’s input with the least amount
of effort on the part of the agency.

The link between long-term project
budgeting and asset preservation is the
early assessment of life cycle costs. By
collecting building system data, the division
will be able to evaluate life cycle costs
while reviewing requests. Again, the
agencies with access to SARA stations will
be able to run their own analyses.

Budgeting approaches

Two general approaches exist to capital
budgeting: one with separate appropria-
tions for design and construction phases,
the other with a single appropriation for
both phases.  The steps in the first
approach, which the state uses now for
most projects, include:

8  developing preliminary plans using
numerical analysis for space
requirements and standards for quality

®  budgeting and requesting funds for
programming and design services

®  budgeting and requesting funds for

construction.

The second approach is being used but has
not always produced predictable results in
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cost management. Reform measures and
use of the SARA system will allow more
control of this approach. The steps in the
second approach include:

®  developing preliminary plans using
numerical analysis for space require-
ments and standards for quality

» funding programming and architectural
master planning through the agencies,
or providing the service through the
Division of State Building Construction

= budgeting for design and construction

® requesting funds for design and
construction.

Regardless of the approach, two elements
are critical to successful capital budgeting.
First, in all phases of the process and at
each checkpoint, it should be asked, How
will this meet the needs of the agencies?
Second, a capital budgeting process should
include:

Statement of need — state long-range
strategic plan, institution/agency long-range
strategic plan, trends, forecasts,
demographics, space standards, preliminary
space model.

Resource inventory — current available
space, current space efficiency, current
building condition.

Building program — net assignable space
need, building efficiency, gross space need,
room-by-room listings, relationships/work

flow, construction quality standards, site
conditions.

Concept development — configuration
diagrams, building location, building type
classification, campus master plans,
remodel vs. new construction, design/
construction assumptions, project phasing,
project schedule, ownership options.

Concept evaluation — priority ranking,
need satisfaction, capital cost
(building/non-building), life cycle cost.

Funding development —
composition/presentation,  administrative
review, finance review/prioritization,
governor’s budget, legislative review.

request

Building classification

The statutes of Minnesota currently call for
the departments of Administration and
Finance to (1) establish a state building
classification system for state-owned
buildings, with each class representing a
different quality of building construction, to
be incorporated into the capital budget
format and instructions; and (2) create and
maintain an inventory of all major state
buildings and office space owned or leased
by the state, including a classification
system on the condition and suitability of
each major building.

Building audits and classifications will
also support space and energy management
and help prevent building deterioration
through anticipatory budgeting of renewal
improvements. In fact, a data base
encompassing building construction, age,
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use, size, configuration, suitability, and
condition is fundamental to all aspects of
development and management of facilities.

To develop a data base that has enough
data to be useful obviously requires a signi-
ficant effort. If the data must be developed
in a short time, the development cost will
be very high. Costs may be kept low, but
it would take considerable time to develop
the data, and its usefulness may be
compromised by the delay.

Much of the data regarding the building
type, use, size, and age is already available
in various forms either through the
Division of State Building Construction or
the various user agencies and institutions.
The difficult data to collect and maintain is
that related to the condition of the building
subsystems. Records of recent building
improvements can provide some of the
required data, but most of the state facili-
ties will involve on-site inspections in order
to establish the condition of the systems.

For a cost-effective implementation of
a statewide facilities data base, a prioritized
approach should be undertaken. Those
existing buildings being considered for
capital budget requests, for example, can
be surveyed as part of the process. In
addition, day-to-day maintenance staff
procedures should include steps to report
unusual building conditions.

Building subsystems have different life
cycles. Implementation of a facilities data
base showing the condition of building
subsystems will therefore be a phased
process. The physical condition factors can
be updated on a six-year cycle. According
to a life cycle schedule, the state would
examine different building subsystems
annually. For example, in 1995, the

condition surveyors may look at the
mechanical system of Building A and the
roof of Building B, and will not examine
Building C at all because none of its
building subsystems are near the end of
their effective life.

A structure for the data base is included in
Appendix 2, along with a sample of the
new system data base entry forms.

Administration is currently meeting
with agencies to survey the status of data
bases and to develop appropriate proce-
dures for their management. Centralized
data base management is necessary to
achieve uniformity.

The final structure will be designed to
be compatible with direct input to the
SARA facility development software
currently in place.

The cost and timing of this process will
be addressed in the governor’s 1992 capital
budget.
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Capital asset preservation

It is imperative that the state’s capital assets
be properly preserved and maintained.
They represent an investment of billions of
taxpayer dollars and provide proper living,
working, and educational environments for
the varied needs of its citizens.

An orderly funding strategy for asset
preservation must be developed. This
involves identifying funding sources that
maintain, renew, and preserve the assets,
and that can accommodate program change.

Asset preservation is dependent on the
sum of its parts — routine maintenance,
plant renewal, and plant adaption activities.
When routine maintenance is deferred,
accelerated deterioration results, providing
need for catch-up maintenance. Plant
adaption activities can be categorized as
either a use change or a standards change.
Principles and guidelines exist determining
the proper source of funding for each type
of project.

An often neglected part of the preser-
vation process is an orderly system to ana-
lyze and evaluate the building’s physical
condition and to determine how well the
facility serves the institution’s program
mission. One function of the evaluation
process is to measure the quality of a buil-
ding’s component systems and their suppor-
ting infrastructure to determine their state
of erosion and what may be required to
restore the systems to sound condition, and
to adapt building space to meet changing
program and technological needs measured
against space utilization standards.

Another function of facility analysis and
evaluation is to consider the use of existing
facilities when planning to accommodate an

institution’s changing program needs.

The ideal process begins with development
of a complete statewide building inventory
data base of capital assets and a classi-
fication system of each property analyzing
all building components for physical qual-
ity, program utility, and code compliance.
Physical quality includes durability of
materials, current condition of building
systems and efficiency of both materials
and systems for maintenance and energy.
Program utility includes suitability of
systems to support anticipated populations
and functions, adequacy of space, optimiza-
tion of staffing requirements and, in some
cases, appropriate physical appearance.

A classification system should also
include cost estimates to upgrade depre-
ciated conditions, should establish criteria
to assist decisions of whether to repair or
replace, and should prioritize deficiencies
for correction over time based on available
funding. The prioritized items should be
categorized according to the magnitude of
the project size and cost. The category of
the project determines whether the funding
should come from operating budgets or
capital financing.

Capital financing must be reserved for
new construction, substantial adaptive
remodeling, expansion, or improvements
that are long term and not predictable or
recurring.

Funding for routine maintenance, which
includes custodial services and maintenance
to keep systems operational, should be
funded from operations budgets and repre-
sent expenditures over a period of weeks or
months, rather than years.
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Plant renewal (repair and replacement)
of a building’s subsystems to keep it in
good operating condition may be funded
over a period of years from general funds
or from borrowing through general
obligation bonds, depending on the size,
scope, and projected life of the project.

Funding sources

Funding for capital asset preservation has
historically come from either the operating
budget or the capital budget.

The degrees of asset preservation are
shown in the chart below, indicating a
progression of need and a corresponding
increase in cost. Without proper funding in
any one level, the asset deteriorates and
more funding is needed at the next level.

Asset preservation levels

OPERATING BUDGET CAPITAL BUDGET

Routine Repair CAPRA: Capital

maintenance - and -  asset -  budget:

account replace- preser- project
ment vation accounts
account account

The operating budget has been the source
of funding for two asset preservation
accounts — routine maintenance and repair
and replacement.

Routine maintenance account. This
covers the routine upkeep and maintenance
of the facility.  These items, which
generally can be handled by available staff,

do not involve repair or replacement, and
include maintaining equipment (changing
filters, cleaning, general upkeep) and
regular cleaning with periodic special
upkeep (floor and window washing).
Spending priority is determined by
agency management, based on experience.

Repair and replacement account.
This has typically covered predictable,
recurring expenditures for general mainten-
ance not covered by routine maintenance,
such as minor roof repair, tuckpointing,
caulking, and resurfacing of parking lots.
It should not involve program improve-
ments, expansion or new construction. As
with routine maintenance, expenditure
priorities are determined by the agency.

The capital budget has been the source of
funding for CAPRA and all other capital
budget projects.

Capital asset preservation and
replacement account (CAPRA). With the
establishment of this account, the
legislature was relieved of the obligation to
prioritize and fund non-program-related
physical plant deficiencies. The
Department of Administration allocates
these funds, based on the priority of need.

Of the 29 projects’ total costs to date,
20 percent were for life safety issues (for
example, smoke detection, new stairways,
and fire systems), 17 percent for mechani-
cal systems (sewer system repair), 17
percent for protecting the exterior envelope
of the building (window replacement, struc-
tural slab repair or tuckpointing), and 44
percent for replacing roofs.  Amounts
ranged from $8,000 to $180,000, with an
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CAPRA allocation

Original amount
requested from
legislation $15,000,000
Amount requested

from agencies

(8 of 13 responding) $11,931,640

Amount actually

appropriated $2,500,000
Amount allocated as
of Dec. 31, 1991 $1,958,250

Of the remaining $541,750,
approximately $500,000 is being
reserved for emergencies.

average request of $60,000. Evaluation
often required additional information from
the individual agency, and on-site
inspections were sometimes required to
verify actual conditions.

Capital budget project accounts. This
is the normal way to fund facility expansion
or improvements. The legislature
determines the funding level for each
capital project. Nonrecurring in nature, a
capital budget expenditure extends the life
or enhances the value of a facility, and is
project specific. Examples include new
construction, remodeling, demolition,
purchase of land, and substantial roof or
window replacement.

Determinations - capital
budgeting

The Department of Administration will take
the following steps to improve the process:

1. The SARA software will be used by
the Division of State Building
Construction to monitor the budgeting
process at various stages of a project’s
scope development.

2. The state will also expand the use of
computer-aided design to maintain build-
ing plans and attributes in computer
media for analysis and reproduction.

3. The departments of Administration
and Finance will develop a budgeting
manual documenting the minimum data
required for project review.

4. Much of the data regarding the
building type, use, size, and age is
already available in various forms either
through the Division of State Building
Construction or the various user agencies
and institutions but needs to be entered
into the SARA system.

5. An inventory of the condition and
suitability of all buildings will be an
ongoing prioritized process. The initial
inventory will be taken over six years,
with updates made each biennium.
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Recommendations

1. Funds should be appropriated to
implement the recommendations of
capital budget reform. In order to
utilize the assets the Department of
Administration already has, the depart-
ment should be allowed to carry over the
balance ($314,000) of the 1991 appropri-
ation ($350,000). This would provide the
funds necessary to continue expanding
the use of the SARA software system,
expand the use of computer-aided design,
and conclude the inventory of building
classification already under way.

Although the current CAPRA system works
well, it would be strengthened by two
fundamental changes.

2. Funding should be increased for
CAPRA to fulfill the stated legislative
intent of asset preservation.

Many specific capital asset preservation
requests were not dealt with in 1991 due to
the limited funding available.

CAPRA should continue to be the key
methodology for dealing with asset
preservation issues until other financing
mechanisms are developed. It is hoped
that, ultimately, appropriations will be
increased to agencies for full and adequate
preservation of assets. Until that occurs,
however, assets fall into disrepair, and
increased dollars to CAPRA for the next
few years will act as a catch-up mechanism
to stabilize existing resources.

Conceptually, once assets are stabilized
for all agencies, then the use for CAPRA

would be only for unforeseen emergencies.
Discussion has suggested, however, that the
ongoing use of CAPRA would allow for a
centralized comparison and priority-ranking
decision-making process.  With either
scenario, the existing need is greater than
the current level of funding.

3. The four higher education systems
currently excluded from CAPRA because
they have their own emergency and
preservation accounts eventually should
be included in CAPRA.

The current lack of a higher education data
base precludes combining higher education
building data with all other state agency
data.

When a comprehensive data base is
operational, then CAPRA should be
considered as a single asset preservation
funding source. At a minimum, the higher
education systems should begin now to
inventory and classify their buildings in a
form compatible with the data base building
classification inventory system being
created by the Department of Administra-
tion.
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he state needs to coordinate the
I location of facilities in a com-
prehensive strategic plan.

Agencies that place buildings in
campus-like settings — treatment centers,
correctional facilities, and higher education
buildings, for example — need a double set
of planning guidelines that adhere to:

= a statewide plan for locating major
facilities and campuses in relation to
the needs of constituents

= a master plan for each campus setting
to maximize the site potential and to
continue to meet the needs of patients,
inmates, students, visitors, and staff.

As part of the planning for long-range
office and laboratory space needs of state
agencies, a strategic plan is needed for the
Twin Cities metropolitan area.

Within the St. Paul section of such a
plan, there should be a refocus on locating
state agencies within the Capitol Area,
coupled with a travel management plan that
provides a set of criteria for parking
structures to serve the future needs of
employees and the public.

The process of strategic planning for
the space needs of state agencies will be

STRATEGIC

PLANNING

addressed in the governor’s FY 1992
capital budget recommendations. Once
adopted, the plan would become a living
guide to future capital budget requests for
many of the state agencies seeking office
and laboratory space, for parking and
access projects, and for the preservation of
the state’s existing monumental buildings.

Locations for new state buildings must
be identified, the space needs of agencies
should be anticipated, and a synergistic
array of alternatives must be mapped out
for future implementation. As circum-
stances and needs change, the Department
of Administration can present one or more
of the alternatives to agencies for approval
and then to the legislature for funding.

The strategic plan’s primary strength
lies in its flexibility to adapt to the needs of
the agencies, while being able to apply the
most appropriate means of acquisition
(financing).
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Factors to consider

Several factors need to be considered when
selecting a site and when deciding whether
to lease, build, purchase, or lease/purchase
space for state government use. The
importance of each factor depends on
individual agency needs and the particular
circumstances. The most important factors
are discussed in this section. Although all
factors must be considered in the decision-
making process, some must be regarded as
minimum requirements.

1. Agency program needs — Any facility
selected for state occupancy must meet
agency program needs and must be free of
health risks.

2. Location — Location often is the key
determining factor in space decisions.
Some agencies need to be located in the
Capitol Area, some need to be close to the
Capitol, others need to be near their
customers, and still others may prefer to be
located elsewhere in the metropolitan area.

3. Lowest life cycle costs — The long-
term cost of alternatives should be
estimated each time the state faces a
decision to lease, build, or buy. It is
important to recognize that the state’s
decisions to enter into short-term leases
often end up as long-term commitments
because of the difficulty of moving large
agencies from one location to another. Itis
also important to include all costs and
benefits when making a supportable cost
analysis.

4, Consolidation of agency — This is a

strategy for providing space that allows
agency operations to be consolidated for
improved operational efficiency.

S. Co-location with other agencies —
Operational efficiencies can be achieved if
the state co-locates agencies that have
frequent interactions or that can share
resources. Further, co-location may
provide customer service benefits.

6. Parking needs — Customer and emp-
loyee parking is an important consideration
when space decisions are made. Availa-
bility of parking and other transportation
considerations must be addressed when an
agency chooses a location.

7. Quality of space — When comparing
choices, it must be recognized that there
may be significant differences in the quality
of the space that would be provided. The
quality and quantity of work space provided
for employees affect the productivity and
morale of employees.

8. Energy efficiency — The energy effi-
ciency of buildings owned or used by the
state is an important factor to consider.
Not only does the state save money by
being energy efficient, energy efficiency
has positive environmental impacts and
establishes the state’s leadership to other
sectors of the economy.

9. State control over facility — If the
state has ownership rights in a building, it
will have greater control over costs and
future availability of the space for state use.

10. Equity build-up — The analysis of
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alternatives for providing office space
should account for the long-term benefit to
taxpayers from owning space. Ownership
reduces occupancy cost and allows any
increase in building value to accrue to the
benefit of the state instead of to the
building’s owners.

11. Flexibility to expand or contract —
State agency responsibilities and operations
change over time, which may translate into
changes in the amount of space needed to
perform functions.

12. Additional factors — Additional
factors that should be considered in space
selection include enhancing the character of
the Capitol Area; having flexibility to move
out of space that no longer meets state
needs; minimizing moving costs; making
space available quickly; custom designing
space to meet agency needs; support of St.
Paul as the ‘‘Capital City’’; and state
bonding capacity.

All these factors must be considered to a
certain extent when choosing space for a
state agency. It is clear that when
considering these factors, the decision is
not simply a build, lease, or purchase
decision. Rather, several decisions must be
made simultaneously, depending on the
particular circumstances of the agency
needs and the state’s available resources.
Questions relating to location, proximity to
other agencies, available funding, specific
agency needs, and quality of space are
interrelated. The complex nature of these
questions indicates that a long-range
planning approach is needed.

Site selection

Three types of buildings belong to the State
of Minnesota:

s Stand-alone buildings, which are
structures not located on a campus

®  Buildings in a campus setting, for
example, those belonging to the
Department of Human Services, the
Department of Corrections, the
Community College System, and the
Department of Natural Resources

s  Buildings in the Capitol Area, which
are under the zoning jurisdiction of the
Capitol Area Architectural and
Planning Board.

Within each of these major groups is a
variety of site criteria and procedures.

Stand-alone buildings — Agencies
often create their own planning criteria,
which may or may not be reviewed by the
Department of Administration prior to site
selection. No mechanism exists for review
of site selection criteria used by an agency.

Policy administered by the Department
of Administration has promoted consol-
idation and co-location of state agencies
whenever program needs permit.

State law sets forth private-property-
leasing criteria for state agencies: ‘‘No
agency may initiate or renew a lease for
space for its own use in a private building
unless the commissioner has thoroughly
investigated presently vacant space in
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public buildings, such as closed school
buildings, and found that none is available”’
(M.S. 16B.24, Subd. 6(b)) and ‘‘For needs
beyond those which can be accommodated
in state-owned buildings, the commissioner
shall acquire and utilize space in suitable
buildings of historical, architectural, or
cultural significance for the purposes of this
subdivision unless use of that space is not
feasible, prudent or cost effective compared
with available alternatives. Buildings are
of historical, architectural or cultural
significance if they are listed on the
national register of historic places,
designated by a state or county historical
society, or designated by a municipal
preservation commission’’ (M.S. 16B.24,
Subd. 6(c)).

Periodically, sites are donated to the
state.

Determinations - stand-alone
buildings

Several adjustments to the present system
will be made:

1. The Department of Administration
will review and approve all site selection
criteria used by other agencies to ensure
consistencies, proper development, and
execution of criteria prior to site
selection.

2. The Department of Administration
will use as a key criteria the policy that
state agencies should be consolidated and
co-located whenever possible unless an
agency’s operations, function, or future
growth dictates an alternative.

3. Agency program needs will be the
most important issue in site selection.

4. Locating agencies in registered
historic sites and in vacant public
buildings will continue to the extent that
all reasonable program needs are met —
if functions of the agency are maintained,
if it is cost effective, and if full
accessibility is possible. '

§. Prior to acceptance of any gift site
for current or future needs, an analysis
will be made to determine if the site is
appropriate for an agency’s program
requirements and to discover any
‘“‘hidden’’ costs, for example, site
pollutants, poor soil conditions, or
additional utility costs.

Buildings on a campus — Master
plans are used by some state agencies, such
as the Community College System. These
plans project building costs based on actual
program requirements. Master planning
provides for a direct response to individual
campus growth and guides the legislature
in prioritizing capital requests.

Due to existing land and building
availability, two dissimilar types of user
groups from one agency may be placed on
one campus; for example, some agencies
have units attracting large numbers of
public visitors as well as units requiring
intensive  security. Because master
planning techniques — locating individual
buildings, formulating campus site
development, or comprehensively planning
an agency’s functions in relationship to
location on a statewide basis — are not
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always applied, diverse functions are not
reviewed for the overall impact on an
individual building and its campus.

Some campuses are on the National
Historic Register, which restricts site
selection for new buildings and can affect
program efficiency, increase costs, and
limit development.

Determinations - buildings on
a campus

1. A master plan will be developed for
all state-owned campuses.

Master plans allow for more efficient
phasing and integration of agency goals
with statewide priorities and budgets.

2. Whenever two dissimilar types of
user groups are to be located on one
campus, an assessment will be made to
verify that their programs do not
negatively affect one another.

This will not necessarily preclude
combining two divergent uses on one
campus, but the assessment will then note
the negative impact areas so that site or
building design can mitigate those
differences.

3. The added costs associated with
National Historic Registration will be
included in any capital budget request.

Capitol Area buildings — The Capitol
Area Architectural and Planning Board
must review preliminary plans of any
public body considering a Capitol Area
project before capital improvement plans or
capital budget proposals are made. The
board must review the plan, at the agency’s
expense, and report to the governor and the
legislature on the plan’s impact on the
Capitol Area and its compatibility with the
area’s comprehensive plan (Laws of 1991,
Chapter 342, Sec. 6, Subd. 3).

The commissioner of administration
must also consult with the board regarding
building sites and design standards when
preparing capital budget requests affecting
the Capitol Area. Additional funds are
included in capital budget requests to
implement this statutory requirement.

Cass Gilbert’s master plan of 1903, as
he amended it in 1932, is still used by the
Capitol Area Architectural and Planning
Board in its efforts to maintain the design
integrity of the Capitol Area. The board
has authored a number of reports on site
criteria issues and analysis, covering such
issues as building shape, size, mass, and
height restrictions.
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Recommendation

1. The Department of Administration
should develop a strategic plan for
locating state agencies in the
metropolitan area. Operating funds
should be appropriated to develop the
plan, including the cost of staff to
develop options and to conduct financial
analysis of those options. Capital budget
funds should be appropriated to imple-
ment the plan. This would include two
components in the Capitol Area:

=  The Department of Administration
would formulate a plan to acquire target
sites as prudent investments for future
growth and development to meet state
agency needs.

8  The department would prepare and
regularly update a master plan for the
development and use of the Capitol Area,
with input from the Capitol Area Archi-
tectural and Planning Board. This would
include a travel management plan to
guide the location of parking facilities.

Implementation of the strategic plan should
include the following:

a. an analysis of the most effective method
of acquisition

b. an analysis of the appropriateness of
purchasing existing buildings that the state
leases

c. an analysis of parcels of land that may
be purchased as future state building sites

d. a supportable cost analysis to ensure
that the proposed financing option is the
best available choice

e. additional elements, including
formulation of goals; general location of
agencies, for example, Capitol Area,
second campus, downtown, or a combi-
nation; location of specific agencies on
identified campuses; identification of
individual agency facility needs; breakdown
of overall state agency needs into distinct
projects; prioritization of proposed projects;
cost estimates of individual projects; and
the proposed financing option for each
project.

Debt management

The major constraints to acquiring locations
inherent in the capital budget process are
the debt management policy guidelines.
After the needs of an agency have been
determined and matched with existing or
proposed buildings, each capital budget
request must be reviewed in relation to the
guidelines and to the state’s overall
borrowing capacity.

Minnesota first adopted a formal debt
management policy as part of the gover-
nor’s 1979 capital budget. The policy is
self imposed and is not included in state
law. The goals of the policy are:

= To regain the state’s AAA credit rating
s To minimize borrowing costs

= To provide a reasonable financing
capacity within a prudent debt limit.
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In order to attain the debt management
policy, three concurrent guidelines have
been established:

1. The appropriations for general obli-
gation debt service are limited to 3 percent
of general fund non-dedicated revenues;

2. total general obligation debt is limited
to 2.5 percent of the total personal income
of the state; and

3. total debt of state agencies, state public
corporations, and the University of Minne-
sota is limited to 3.5 percent of the
personal income of the state.

The first guideline has been the most
constraining on state policymakers. The
amount of new bonding capacity is
dependent on the amount of the debt
service appropriation that is available to
pay debt service on new bonds sold. The
governor and legislature have honored the
3 percent debt service guideline as the
upper limit for debt service appropriations.

Determinations

1. The definition of the general fund for
the purposes of the 3 percent debt
management guideline will be changed to
include the revenue dedicated to the
Local Government Trust Fund.

The 1991 Legislature created the Local
Government Trust Fund, from which local
government aids are paid. A portion of the
revenues from the state’s sales tax and the
motor vehicle excise tax is dedicated to this

fund. These are revenues that previously
were deposited into the general fund. The
trust fund revenues for the 1992-93
biennium are estimated at $1.5 billion.

The legislature’s creation of the Local
Government Trust Fund did not change the
control of the fund’s revenue, which
remains with the legislature. In effect, the
creation of the trust fund was an accounting
change for local government aid payments.
The legislature could, at any time,
eliminate this fund and recombine it with
the general fund, and could readily consider
it part of the general fund for purposes of
calculating the debt limit.

2. An additional debt management
guideline will be established to recognize
long-term state commitments in addition
to the general obligation debt of the
state. The risk associated with each
commitment will be identified, and the
guideline will be structured so that
commitments with greater risk are given
more weight.

These other long-term state commitments
and obligations include extended building
leases, bond guarantees, ‘‘moral obliga-
tion’’ bonds, and other revenue bonds, with
each type containing a different degree of
risk to the state.

Financing options

Through the capital budget process, state
government initiates a process to build or
purchase items that are ‘‘capital in nature’’
and pays for them by borrowing money
through the issuance of bonds. The state
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has used leasing as an alternative to this
traditional approach to acquire assets for
government purposes. Office space is often
leased. In St. Paul, the state leases
approximately 2 million square feet of
office space (representing approximately 60
percent of the total space occupied by the
state in St. Paul).

In some cases, leasing of existing
privately owned office space in strategic
locations may uniquely meet agency needs.
In other cases, leasing may be used to
avoid having to resort to more limited
capital budget funds. In either case,
leasing carries much the same impact on
both cases, the state is committed to
making fixed payments for the duration of
the state’s building occupancy.

Leasing is in essence a financing
mechanism to acquire the use of facilities.
This means that leasing expenses and debt
service payments, which are determined in
the capital budget, are direct substitutes for
one another.

Another alternative is to lease with an
option to purchase. The four alternative
ways of acquiring space, then, are to:

= Jease office space in existing, new, or
renovated buildings

= construct new Dbuildings, with
construction funds from the sale of
bonds

® - purchase existing buildings, also
financed through the sale of bonds

= enter into lease/purchase agreements,

whereby office space is leased but
ownership transfers to the state at the
end of the lease period. This alter-
native was approved by the legislature
in 1991 and has not yet been used in
any lease transaction.

Leasing office space

Leasing office space does not require a
state bond issue. If leasing is used, the
financing is arranged by the owner and the
state pays monthly rent. In this event, the
state incurs an annual cost, but the decision
is not made in the context of the capital
budget. Nevertheless, lease payments are
fixed obligations of state government
because the state has a long-term
commitment to house the three branches of
government. Unlike debt, however, lease
payments can be discontinued and the lease
terminated in the event the legislature does
not appropriate funds.

If the Department of Administration is
unable to gain bonding capacity to finance
the construction of new or purchase of
existing office buildings, leasing of office
space must be relied on to provide space.
Nevertheless, there are circumstances
where leasing office space is the preferred
option regardless of the availability of bond
funds for construction or purchase.
Leasing is appropriate when state agencies
need office space quickly and state-owned
space is not available; when the leased
space uniquely meets the needs of state
agencies; when the leased space is available
at a significantly lower cost than that in
newly constructed, state-owned space; or
when leased space is needed to give the
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state flexibility to down-size, relocate
without having to sell a building, or occupy
space for short-term or transitional periods.

Building office space

Building new office space for state govern-
ment can offer several advantages over
leasing.  Constructing standard quality
office space is the lowest long-term cost
option for acquiring the use of office space
of equivalent quality, with the possible
exception of purchasing an existing
building.

State-owned space is economical
because the state has a relatively lower cost
of capital than have private developers,
pays no property taxes, enjoys low vacancy
rates in its buildings, and requires no profit
margin. This option also allows the state
to select the design and location of new
facilities as part of a coordinated, long-term
plan. ,

State-owned space allows the state to
benefit from any increased equity in the
buildings. Owning its space gives the state
more control over its facilities; the state
cannot be forced to move out of a building
it owns and faces no rental rate increase.

Additional reasons may exist for the
state to own space designed specifically for
state government use, such as the Capitol
Building, the State Office Building, the
History Center, and the Judicial Center.
These buildings would have significantly
lower value for any alternative use. This
type of monumental, ceremonial, or
limited-use space is typically not available
in the rental market for government use.

Purchasing office space

The purchase of existing buildings may be
the most economical option for acquiring
office space, according to a report by the
Department of Administration, State Office
Space:  Options and Cost (December
1988). For an existing building to be
suitable for purchase, it must meet an
agency’s program needs and be structurally
and mechanically sound, free of significant
life safety and environmental problems, and
available at a favorable price, taking into
consideration any needed renovation. As
with any other acquisition alternative,
factors such as location and parking
availability have to be considered.

Lease/purchasing office space

Lease/purchase is a financing mechanism
that can now be used to obtain most of the
benefits described in the building and
purchasing options above. When capital
budget funds are inadequate for purchase or
construction, lease/purchase offers several
advantages over merely leasing. In the
short run, lease/purchase can be expected
to be less expensive than leasing because
the lease purchase financing can be sold on
a tax-exempt basis. This financing could
be issued at approximately three percentage
points below the conventional financing
rate. For a new $30 million, 300,000-
square-foot building, this factor alone
would save slightly more than $2 per
square foot in rent annually.
Lease/purchase will result in eventual
state ownership of the property, providing
both financial and operating benefits. After
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20 to 30 years of straight leasing, the state
would otherwise have no equity value
accrued in the building. The state would
have paid for rent and capital improve-
ments through the lease rates, but the
increased building value would have been
captured by the building’s owners.

Under lease/purchase, however, the
state may or may not have to pay property
taxes, directly or indirectly, through an
increment of the rent. This factor could
cause lease/purchase to be significantly
more expensive overall to state government
than issuing bonds for immediate
ownership.

Determinations - financing
options

1. An improved capital budget process
will fully consider alternatives to leasing
to acquire the use of space. The
selection of which method is used will be
based on an economic analysis and
agency program requirements.

The state has relied heavily on leasing of
space. In many cases, space was leased
because there were no other alternatives for
acquiring the space except bonding, and
other items in the capital budget had higher

priority.

2. The cost of housing state agencies,
whether in state-owned or non-state-
owned space, will be considered in the
state’s debt management policy
guidelines.

This will ensure that the decision of
whether to lease or own space is made on
an economic basis.
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urrently, custody of state-owned
' buildings is vested either in the

Department of Administration or in
other state agencies.

In buildings under the custodial control
of the Department of Administration, space
is internally leased to other state agencies;
in buildings under the custodial control of
other state agencies — the departments of
Natural Resources, Transportation, Human
Services, and Corrections, for example —
the space is used for those agencies’
programs.

The rent matrix used to establish rental
rates in buildings under the custodial
control of the Department of Adminis-
tration includes such factors as:

®  operating costs (maintenance, utilities,
groundskeeping, security)

® statewide indirect costs (Department of
Finance assessment for general fund
services that are used by agencies, such
as central mail and real estate services)

®  building depreciation
" equipment depreciation

= bond interest, but not including all
bonded funds

RENT
POLICY

s  overhead (Plant Management Division
costs)

® a vacancy factor for buildings where
major vacancies are anticipated.

The rent matrix does not now include the
cost for replacements and major repairs or
for interest on bonded funds used for
building renovations.

Rent adjustments

In the private sector, rent charges are based
on factors similar to those used in the
public sector — location, operating expen-
ses, finance costs, amortization, mainte-
nance, interest expense, management, and
tenant improvement costs. Other major
private-sector rent factors include owner’s
profit and taxes.

In the case of state-owned buildings,
there are no real estate taxes (except certain
assessments) and no profit margin. The
Department of Finance amortizes the bonds
used to finance capital projects over the
20-year life of the bonds, but the
Department of Administration charges a
rent factor labeled ‘‘depreciation’’ on a
much longer time span — 45 to 75 years
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for most office and standard operating
faciliies, and up to 125 years for
monumental buildings such as the History
Center and the Judicial Center.

The lower interest rate enjoyed by
virtue of state bond financing is a distinct
benefit to the agencies in lowering their
rent; clearly, the agencies also benefit when
the principal on the bonds is factored into
rent over a much longer period than the
term of conventional mortgages in the
private sector. Coupled with the tax
exemption, these factors make the rental of
space in state buildings extremely
competitive with market rates.

Adjustments in state rent charges to more
accurately reflect the full cost of doing
business would ultimately affect the
operating budgets of state agencies and
provide incentive for more efficient
management of space.

Charging a rental rate that includes the
true cost of building, operating, maintain-
ing, and managing each facility would
allow an agency’s operating budget to
directly reflect the quality, location, size,
and upkeep of the space it occupies. The
cost of each facility would then be passed
through to the agency deriving the direct
benefit of its use. This approach over time
would require agencies to make more
disciplined decisions on the use of space.

This process of comparing public and
private rental rates could apply to facilities
owned by the state or by others. Whenever
an agency plans to locate, relocate, expand,
or materially alter its space, the agency
would work with the Department of
Administration in first determining its

needs based on program requirements.
These needs would then be converted into
rental costs in available state-owned
facilities and compared against market rates
in privately-owned facilities.

This comparison should include a
ranking of preferred locations on a financial
basis when matched with the intangible
criteria — such as location, access, quality
of space, co-location and consolidation
efficiencies, safety, security, air quality,
accessibility to the public, and parking.

Determinations - rent policy

Several adjustments to the present system
will be made by the Department of
Administration.

1. In order to recover the total cost of
operating, maintaining, and improving
buildings under the custodial control of
the Department of Administration and to
provide consistency, the following items
will be added to the current rent matrix
for establishing rental rates:

s interest on all bonded funds for a
building whether the funds are used
for initial construction or for
subsequent renovation.

= an amount that reflects the
amortization over the useful life of a
building of all bonded and operating
funds used to construct and renovate
the building. This amount, called
‘‘depreciation’’ in the current rent
structure, has not included operating
‘funds used for renovations and in
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some cases has not included bonded
funds used for renovations.

® an amount for repairs and replace-
ments not considered daily
maintenance items under the current
rent structure. These funds will be
pooled and used to maintain and
extend the useful life of all internally
leased buildings. It will eliminate the
need to bond or request operating
funds for such items once a sufficient
pool has been established.

Appendix 3 shows a simulation illustrating
the impact of including interest on all
bonded funds and depreciation. The
proposed rent matrix shown in the appendix
does not include the pool of funds needed
to maintain the life of the building.

2. Consistent statewide policies and
procedures for tracking building costs
will be established for all state agencies.

State agencies whose buildings are under
their custodial control were surveyed to
determine how they track costs for
operating and maintaining those buildings,
if and how building costs are allocated to
determine total program costs, and how
they obtain funds for building repairs,
replacements, remodeling, and renovations.

Responses showed lack of consistency
among agencies in accounting for and
allocating funds. Some agencies have a
process for allocating costs, and others do
not allocate costs at all.

3. Rents charged for buildings under the
custodial control of the Department of
Administration will be adjusted to reflect
the actual costs of building, operating,
maintaining, and managing each facility
— making them comparable with
private-sector rental rates.
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1. GLOSSARY

NOTE: Many of these definitions have
been taken in whole or in part from
Financial Planning Guidelines for Facility
Renewal and Adaption, The Society of
College and University Planning, Ann
Arbor, Mich., December 1989,

Alteration and renovation Work that is
required because of a change in the use of
the facility or a change in program.

Building subsystems A set of building
components that collectively constitute the
entire building. Each subsystem has a
definable useful life, and the cost and
performance information can be deter-
mined. Examples of building subsystems
include foundations and major vertical,
floor, and roof structures; roofing; exterior
cladding; interior partitions; interior
finishes; elevators; plumbing; HVAC-
moving; HVAC-static; electrical-moving;
electrical-static; fire protection; and special
equipment.

Capitol Area The property in the
vicinity of the Capitol Building, as
indicated on the map at the end of this

glossary.

Catch-up maintenance  The backlog of
maintenance projects not included in the
maintenance process because of a perceived

lower priority status than for those funded
within available funding. (This concept is
identical to ‘‘deferred maintenance’’ and to
“‘accumulated deferred maintenance’’; it is
referred to as ‘‘catch-up maintenance’’ to
emphasize the need to undertake these
projects in the near term to restore the
property to serviceable condition.)

Construction cost The cost of materials,
fixed equipment, and wages of workers
participating in the construction of the
project, as well as any overhead, profit,
and other fees associated with construction.
Other terms often heard used inter-
changeably with ‘‘construction cost’’ are
‘‘hard costs’’ and ‘‘building costs.’”’ These
costs do not include such things as
administration, movable fixtures,
furnishings and equipment, or professional
design fees. (See also project cost).

Data base The collection of facility
information in a computerized format
representing building types, conditions, and
use. This report considers two data bases
— a statewide facility data base including
all Minnesota facilities administered by the
state or its agencies and the SARA data
base, a collection of historic and new
facility data.

Deferred maintenance Maintenance
projects not included in the maintenance
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process because of a perceived lower
priority status than for those funded within
available funding. Deferred maintenance
comprises two categories of unfunded
maintenance: one type does not cause
further deterioration of the facility; the
other results in progressive deterioration.

Life cycle cost analysis Any technique
that allows assessment of a given solution
or choice among alternative solutions on
the basis of all relevant economic
consequences over the useful life of the
asset.

Master plan In the architectural or urban
planning context, a master plan represents
the long-term result of a series of phases.
In addition to site requirements, a master
plan may also include quality standards for
the buildings to be developed. (See also
strategic plan.)

Plant adaption Expenditures required to
adapt the physical plant as necessary to the
evolving needs of the institution (‘‘use
change expenditures’’) and to changing
standards (‘‘standards change expendi-
tures’’). These expenditures are over and
above normal maintenance, cover items
with a life cycle in excess of one year, and
are not normally provided for in an
agency’s annual operating budget.

Plant renewal Expenditures required to
keep the physical plant in reliable operating
condition for its present use. These
expenditures are over and above normal
maintenance, cover items with a life cycle
in excess of one year, and are not normally
contained in the annual operating budget.

Project cost The total cost of a building
project including administration, site
preparation, construction and occupancy.
Project cost is the sum of all hard and soft
costs or all building and nonbuilding costs
(See also construction cost.)

Renewal and replacement maintenance

A systematic management process to plan
and budget for known future cyclic repair
and replacement requirements that extend
the life and retain the usable condition of
facilities and systems and not normally
contained in the annual operating budget.
Such requirements include major items that
have a maintenance cycle in excess of one
year, for example, replacing roofs, painting

‘buildings, resurfacing roads, and replacing

equipment (boilers, chillers, transformers,
and so forth).

Routine maintenance A systematic
day-to-day process funded by annual
operating budgets to control the
deterioration of plant facilities. Planned
maintenance includes the following:

a) Scheduled repetitive work, such as
housekeeping, groundskeeping, and site
maintenance.

b) Periodic scheduled work (preventive
maintenance) that has been planned to
provide adjustment, cleaning, minor
repair, and routine inspection of equip-
ment to reduce service interruptions.

¢) Call-in
services.

requests for contingency

SARA A computerized facility develop-
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ment system designed to help develop and
track a project from concept to occupancy.
It allows new project information to be
input and manipulated or can refer to a data
base including 25 years of collective
architectural and engineering experience for
a wide range of projects. The name is not
an acronym.

Standards change expenditures (A
component of ‘‘plant adaption expendi-
tures’’) Expenditures required to adapt the
physical plant as required to changing
standards (generally externally imposed).
Examples include asbestos removal,
replacement of PCB-using transformers,
installation of new fume hoods to meet new
air quality and safety requirements,
rehabilitation to comply with new
regulations, and removal of barriers to
people with disabilities.

Strategic plan A formal long-range plan
that incorporates the components of
strategy, objectives, and goals. (See also
master plan.)

Unscheduled major maintenance Work
requiring immediate action to restore
service or remove anticipated problems that
will interrupt agency activities.
Unscheduled major maintenance should be
included if expenditures are made from
current funds. Examples include a loss of
electrical power, water, or refrigeration,
and building failures creating hazards to
personnel or equipment.

Use change expenditures (A component
of ‘‘plant adaption expenditures’’)
Expenditures required to adapt the physical

plant as necessary to the evolving needs of
the institution. The need for such
expenditures may spring from changes in
the nature of the business (for example,
adapting electrical engineering labs from
motors to  microchips); from new
technology (provision of high-tech
classrooms, replacement of twisted pair
with fiber optic cable); from competitive
attractiveness and rising expectations
(updating laboratories to attract or retain
faculty members); or from the search for
cost savings (addition of control systems
for energy savings).
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Capital budget reform
data base organization

Date of survey
Department/user
Property I.D.

Number of occupants
Building name

Building address
Building city

Building ZIP

Contact name

Contact telephone
Surveyor firm

Surveyor name
Surveyor address
Surveyor city

Surveyor ZIP

Type of services
Building occupancy type
Building construction type
Historic Register

Pt et bt bk pd et et ek e OO0 .O.‘

1.20  Year built

1.21  Gross area

1.22  No. of stories

2.01 Room use (program)
2.02 Room type (HEGIS)
2.03  Net assignable space

3.01
3.02
3.03
3.04
3.05
3.06
3.07
3.08
3.09
3.10
3.11
3.12
3.13
3.14

Building structural shell
Roofing

Exterior cladding
Exterior windows
Interior partitions
Interior finishes
Elevators
Plumbing

HVAC - moving
HVAC - static
Electrical - moving
Electrical - static
Fire protection
Special equipment

NOTE: Many of these components already
overlap data available in existing data bases
(such as Access '92) and data proposed for
the SARA system (see forms following).







FoRMSS! SCUP PROJECT DATA
301 SURVEY INFORMATION

Purpose:

This form is designed 10 assisi in the accumulation of project deia necessary
for accuraic projection of project cost requiroments. The format is based on
the construction calegorics which encourage usiform data collection aad
analysis. )

Definitions:

~Costs"” which are repoited should be based on aciual bid amounts or
fixed budgets.

“Project Category™ defines the components of a project.
“Designation” Is a defined element within a project category.

"00 - Undefined™ element in each categofy is 10 be used 10 designate
elements not specllically covered by defined elements within each
Category. .

~5' of Buliding Line™ includes all work done within 5' o exterior
perimeter of buliding and exclusive ol all site improvements oulside the
building perimeter.

“%N" designates the approximate percentags of new construction.

“%RA" designates the approximate percentage of remodel.

Instructions for Filing:

1. Auached are the SCUP Project Information Forms designed for Facilities.
These forms can be used (0 assist in quantifying various project parameters.
However, if you already have similar information in anothers format, this may
be submitied in licu of these forms. Plcase auach SCUP Form 301 page 3
headings 0 your submission.

2. Within each project calegory with a % adjecent o its title, one or more
designations may be used with a wotal for the calegory being 100%.

3. Address for retum of cost survey information:

SCUP Central Office

2026M School of Education Bldg.
University of Michigan

Ann Arbor, Ml 48109-1259
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SCUP PROJECT PROGRAM SURVEY FORM

ZipCode: = = Chty: Architect: e
insthution: = Siate: Bid Year: Month:
Name of Project: Completion Year: Month:
Contact: =~ Phone: Phase: Program(] Bid(] Completel |
PROJECT DATA BY ROOM TYPE
ROOM ROOM USE HEQIS ACADEMIC | NEXTTO £ ceiuna | NUMBER | o00ne | weT GAS
A TYPE room | LeveL OF
NUMBER DESCRIPTION ooe omcwume | SOOW / weaHT | OF FEET Anv /m
$S1 FORM 301

6%




FORMSSI  SCUP PROJECT PROGRAM

301 SURVEY INFORMATION

Definltions:

"Room Number™ is the number assigned to the room.

“Room Use Desacription™ The descripion of the room use (for ex-
al , classroom, restroom, ofiice, eic.) 0 be laken from the HEGIS

and calegories that foliow: .

100 Ci and Cla: S

200  Labox mwlmm.mww

‘328 (s)mco. Ofttice Support

1
500 Specialles

600 General Use

700 Su;xoﬂ
800 Heahh Care
900  Residential and Residential Support

000 Vacant, Renovation

“HEGIS Room Type Code™ See page 7 for Outline ol Room Use
Codes.

~Academic Discipline™ The academic discipline primarily involved
with the use of the room trom the lollowing let:

01 Agricultural Business and Production
ural Sclences

02

03 Conservation

04 Architecture and Environmental Deeign
g Asea And Ethnic S:\.dlu

09 Comm

10 Coumnml'%

" Computer and information

12 Personal and Miscellansous Services

" Emﬁn:nho

14

15 Engineering-Related Technologies

16 Fo'?obn Languages and Literatures
Home Economics

20 Technology Education/ indusirial Ans

22 Law

23 English Language and LiteratuieA eiters .
24 Liberal Arts & Sciences, Gen. Studies & Humanities
25 Litvary Science

26 Biological SciencesA ife Sciences
20 biaay Technolog
ary ios

30 Muliinterdisciplinary Studies
31 Parks and Roaoauuoyn
38 F;::locophy and Religion
40 Ph Sciences
41 chna Technologies

S|
43 Protective 'Sotvicos
44 Public Administration and Services
45 Sociatl Sciences

48 Construction Trades
47 Mechanics and Repairers

48 Precision Production

49 Tran: ation and Material Moving

50 Visual and Performing Ans

51 Heakh Sciences and Allied Health Services

52 Business Management and Adminislrative Services

“Next To Room Number” The room number to which the room is
adjacent.

"I.;vol" The level or lloor on which the room Is located, for example,
1,2, 3, elC.

"EA" Does the room have an (E)xterior wall or is it on the (I)nterior of
the faciity?

“Celling Helght™ The heigitt of the ceiling above he tinished floor.
“Number of Occ.” The number of occupants for which the room is
designed.

“Square Feet™ The square footage of the room calculated using clear
interior dimensions.

"Wel/Dry™ Whether or not there is water to the room.

“Gas/Alr” Whether or not the room has gas or air outlels for laboratory
type use.

0s




SCUP PROJECT DATA SURVEY FORM

Zip Code: R Chy: S Archhect:
Institution: _ e State: . - Bid Year: Momh
Name of Project: o _ —._  Completion Year: Month:
Comect: o Phone: Phase: ngumD Bia() Complelel )
Sististics: nel assignable eq.RL.: nasi Costs: foundation: fire protection: landscaping:
groes sqht.. os! general: fixed equip.: movesble equip.: ____ .
gross sq. fi. remodeling: gst : fotal constr. cost: furnishings: _
gross sq. fi. new construction: ool HVAC: design fes: admn/o cost:
total project cost: electrical: slie coet: del coet:

PROJECT CATEGORIES

ARRRERRRRRRRARERRRE |

?
IlilIllllllllilllll?lillliIJII!III

|

|
|

RERERRRRRN

BEREE RN

I

22328828

%A BUILDING INDEX TYPE
— 01 - ADMINISTRATION

- AGRICUL TURE

- ANSMAL CARE

- ARCHITECTURE

- ART STUDIO

- ATHLETIC: ARENAGYM

- ATHLETIC: POCL

- ATHLETIC: STADIUM

88288288

- OFFICE

- PARKING FACLITY
PERFORMING ARTS
- PHARMACY

- POWER PLANTAJTAITY WORK
- SCIENCE

- STUDENT UNION

- THEATER/AUDITORILM

—— 38 - VETERINARY MEDICINE

— 37-OTHER

TYPE OF ROOF STRUCTURE
00 - UNDEFINED. ROOF STRUCT. 8YS

- PRE-CAST

CAST-IN-PLACE CONCRETE

STEEL

- AR STRUCTURE

- SPACE FRAME

- WOO00D

- COMPOSITE STEEL/ICONCRETE

BEBEEEYBIRRTINIBSS

- PHYSICAL PLANT/SUPPORT SVC.

% TYPE OF ROOMING SYSTEM

T

PEPETIEETET e [ LTI ]

LTI

UNDEFINED, ROOFING SYSTEM

TYPE OF HEATING & VENTILATING

TYPE OF FLOOR STRUCTURAL SY8.
- UNDEFINED, ROOR STRUCTURAL 8YS.
- PRE-CAST
- CAST-IN-PLACE CONCRE TE
- STEEL JOISTS 8 PAN SYSTEM
WwooD

- COMPOSITE STEEL/CONCRETE

g28828

- UNDEFINED, HEATING & VENTRLATING H-V
- UNIT HEATERS

-FANCOAS

- PACKAGE UNITS

- CENTRAL AIR SYSTEM

METAL

- CONCRETE (PRE CAST TAT-UPCASTINAL)
10 - ADOSE

11 - GLASS

- PANELS (MANUFACTURED)

% TYPE OF WALL STRUCTURE

RERREEE AR RRRRRREY

RERRERRREE SRRRRRREE

g§gcERegnes

- UNDEFINED, WALL STUCTURAL SYSTEM
- CONCRETE POST AND BEAM
- STEEL FRAME

- THIN SHELL

- WOOD FRAME

- LAMINATED WOOD

- MASOMNRY

- METAL STUDS

- ADOBE

- CONCRETE

- AR STRUCTURE

- SPACE FRAME

- PRE-CAST PANEL

TYPE OF AIR CONDITIONING

00 -
01 -
-FANCOAS

- PACKAGE UNITS

- CENTRAL AR SYSTEM
- EVAPORATIVE

% TYPE OF HEATING-VENTILATING FUEL
- UNDEFINED, M-V FUEL TYPE
- ELECTRIC

-GAS

-on

- COAL

- RENEWABLE

- STEAM - HOT WATER

- SOLAR

- GEOTHERMAL

g§288p882e8

UNDEFINED, AIR CONDITIONING, A-C
AOOM UNITS

TYPE OF AIR CONDITIONING FUEL

ggcgRegRee

- UNDEFINED, A-C FUEL TYPE
- ELECTRIC

-GAS

-on

COAL
- RENEWABLE

STEAM - HOT WATER

SOLAR
- GEOTHERMAL

CHLLLED WATER

X TYPE OF PROJECT

- UNDEFINED, TYPE OF PROJECT
ot -
02-

NENRRERN

.

« is the Project connected o a central
plant? (] YES [JNO

[HHT] =

TE] =

FAG - Floors Above Grade:
FBG - Fioors Below Grade:

Average Floor 1o Floor Height:

UBC BUILDING TYPE
- Fire-Rosistive (sweel, kon, concr, masonvy)
- Bidg. W sieel, kron, conc:, Masonry suct

- HORIZONTAL ADDITION - NO REMOOEL
04 -
1" -
12-
9-
14-

- MODERATE DAMAGE (VIt INTENSITY)
- MAJOR DAMAGE ; (VH INTENSITY . )
- AREAS ADMCENT TO FARLTS

VERT & HORZ ADD. - NO REMODEL
VERTICAL ADDITION - NO REMOOEL

STAND-ALONE FAC. - NO REMODEL
VERTICAL & HORIZ. ADD. - WITH REM
VERTICAL ADDITION - WITH REMODEL
HORIZONTAL ADD. - WITH REMODE L
STAND-ALONE FAC. - WITH REMODE L

- Bidg. w struciure of any code legal marie.
- Bidg. w permanen partitions of 1 tw. maw |.
- Bidg. of t . fre resistive throughouwt

SSI FORM 304

1€




FORM SSI

301

SCUP PROJECT DATA SURVEY
ADDITIONAL INFORMATION & COMMENTS

Usa this space to provide any comments, additional inlormation or description of project.

6

$54 FOAM 301

(43




FORM SSI

301

SCUP PROJECT DATA SURVEY
OUTLINE OF HEGIS ROOM USE CODES

100

400

CLASSROOM FACILIVEES 600
110 Classroom
115 Classroom Sarvice

LABORATORY FACWLITIES
210 Class Labormory

215 Class Laborastory Service
220 Open Laboratory

225 Open Laborstosy Service
250 Rescarch

255 Rescarch Laboratory Sexvice

OFFICE FACILITIES

310 Office

315 Office Sexvice

350 Conference Room

355 Confcrence Room Service

STUDY FACILITIES 700
410 Swudy Room
420 Stack

430 Opea-Stack Sudy Room
440 Processing Room
455 Study Service

SPECIAL USE FACILITIES

510 Armory

515 Amory Service

520 Athletic Or Physical Education

523 Athletic Facilities Spectator Seating
525 Athlctic Or Physical Education Service
530 Media Production

535 Mecdia Production Service 800
540 Clinic

545 Clinic Service

550 Demonsination

555 Demoanstration Service

560 Ficld Building

570 Animal Quaricrs

575 Animal Quaners Service

580 Greenhouse

585 Greenhouse Service

590 Other (Al Purpasc)

GENERAL USE FACILITIES

610 Assembly

615 Assembly Service

620 Exhibition

625 Exhibition Service

630 Food Facility

635 Food Facility Service

640 Day Care

645 Day Care Service

650 Lounge

655 Lounge Sexrvice

660  Merchandising

665 Merchandising Service

670 Recreation

615 Recreation Service

680 Meeting Room

685 Mecting Room Service
SUPPORT FACILITIES

no Central Computer/Telecommunications
ns Central Compuser/Telecom. Service
720 Shop

725  Shop Service

730  Ceniral Sworage

735 Central Storage Service

740 Vehicle Stonage

745 Vehicle Storage Service

750 Central Service

755  Cenural Service Suppon

760 Hazasdous Matcrials

765 Hazardous Materials Service
HEALTH CARE FACILITIES
810 Paticnt Bedroom

815 Paticst Bedroom Sexvice

820 Paticat Bath

830 Nurse Siation

835 Nurse Sustion Service

840  Surgery

845 Swegery Sexvice

850 Treatment/Examination

855 Treatmeni/Examination Service
860 Diagnostic Service Laborsory
865 Diagnostic Scrvice Lab. Suppon

870 Ceniral Supplies

880  Public Waiting

890 Staff On-Call Facility

895 Staff On-Call Facility Service

RESIDENTIAL FACILITIES

910 Sleep/Study Without Toilet Or Bath
919 Toilet Or Bath

920 Slocp/Study With Toilet Or Bath
935 Slocp/Study Service

950 Apariment
955 Apastment Service
970 House

UNCLASSIFIED FACILITIES
050 Inactive Arca .

060 Alieration Or Conversion Arca
070 Unfinished Arca

NONASSIGNABLE AREA
WWW  Circulation Arca

XXX  Building Service Arca
YYY  Mechanical Asea

SS1 FORM 00
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Comparison of current and proposed FY92 rents
for buildings under Administration control: a simulation
CURRENT RENT MATRIX PROPOSED RENT MATRIX
BUILDING PER SQ FT ANNUAL PER SQ FT ANNUAL INCREASE
RENT RENT (DECREASE)
—
Office space
Administration $10.94 $564,131 $10.78 $555,880 (8,251)
Capitol 10.74 273,698 13.62 347,091 73,393
Capitol Square 8.91 1,304,719 8.97 1,313,515 8,786
Centennial 8.33 1,659,651 11.18 2,221,502 561,851
Ford 11.45 364,181 10.99 349,550 (14,631)
Health 9.89 1,180,974 9.54 1,139,180 (41,794)
Transportation 8.38 1,941,210 931 2,156,642 215,432
Veterans Service 10.97 319,028 11.69 339,967 20,939
625 No. Robert 13.04 17,010 13.40 17,480 470
635 No. Robert 0.00 0 0.00 0 0
671 No. Robert 0.00 0 0.00 0 0
500-508 Rice 9.14 37,708 8.45 34,859 (2846)
127 University 13.61 15,925 12.16 14,229 (1,696)
1246 University 745 437,160 8.57 502,880 65,720
Historical Society 10.22 266,293 9.45 246,230 (20,063)
Duluth Service Ctr 5.67 941,257 8.69 845,866 (95,391)
Judicial Building 22.56 3,057,6%0 20.56 2,786,618 (271,072)
Light industrial space
610 No. Robert 0.00 0 6.12 204,159 204,159
History Center 19.45 3,356,262 22.09 3,811,816 455,554
TOTALS $15,796.017 $16,966.011 $1,169,984
NOTES: Current rate matrix as presented in the approved FY 1992 rate package. Includes building depreciation (over life of building), bond

interest on new buildings (over 20 years), and retained earnings usage. Proposed rate matrix includes building depreciation as in the
curreat matrix, and adds bond interest on all construction (over 20 years) and deletes retained earnings usage. Storage rent revenue of
$256,980 is not included in the figures presented above. A rate of $2.95 per square foot applies in both examples.

The proposed rent matrix does not include the pool of funds needed to maintain the life of the building.
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