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GENERAL TESTIMONY FOR THE

BUDGET COMMITTEES OF THE GENERAL ASSEMBLY

REGARDINGPRIVATE 

THE FY2007 CAPITAL BUDGET REQUEST

Including a response to

ITEM RB36RB    FACILITIES RENEWAL (STATEWIDE); and

ITEM RB36A   SHADY GROVE EDUCATIONAL FACILITY III (MONTGOMERY)
By William E. Kirwan, Chancellor

Good afternoon.  It is my pleasure to be here to discuss the Capital Improvement Program for the University System of Maryland.  We appreciate your interest in the facilities needs of our institutions and I want to thank you for your strong support in recent years.  We know you’re making difficult choices to accommodate these needs and we urge your continued support.

THE USM CAPITAL BUDGET: AN OVERVIEW

As a System office, we urge full funding of the Governor’s FY2007 budget recommendations for all System institutions.  During these hearings, each president is echoing this request on behalf of their own institutional needs; and I would like to add my own voice in support for those needs.  

We rely heavily on our campus infrastructure to deliver quality academic programs and house critical research.  We understand your desire to balance the needs of higher education against a variety of other needs in an environment of constrained resources and we appreciate your consideration on behalf of all System institutions.

SYSTEM-WIDE FACILITIES RENEWAL

We concur with the analyst’s recommendation that the Systemwide Facilities Renewal (FR) budget be funded in full.  These funds are the centerpiece of our overall facilities renewal program, which addressed the problem of “deferred maintenance” in two specific ways:

1.  Identifying a “backlog” of major renovation needs that we are working to pare down to a manageable size through deliberate spending on major renovation and replacement in the capital budget; and 

2.  Adopting an annual operating spending formula (with some help from the Academic Revenue Bond-funded “FR” line item in our capital budget) based on 2% of the replacement value (RV) of campus buildings.  

The Backlog

This is an estimated $1.7 billion list of facilities needs that may be characterized as major replacement and renovation capital projects. It continues to grow each year with the increased cost of construction and as a result of unfunded maintenance.  (Note: this figure also includes costs for functional remodeling, programmatic reconfiguration and exterior/interior finishes.)  As mentioned earlier, the backlog is a major focus in the Capital Budget and it is in the capital budget where the biggest impact in reducing the backlog can be made.

In December of last year, the Board of Regents approved an expansion to their 1992 policy on facilities renewal to meet the backlog challenge.  The new policy states that “the Regents will approve an annual Capital Budget request to the State that includes, at a minimum, the FY2006 level of funding for building renovation and replacement ($70 million) adjusted for inflation.”  (We anticipate defining this figure as a rolling annual average of the 5-Year CIP to allow for annual variations in funding.)  

Factors such as “age” and “condition” of facilities are some of the measures that help define the existing “backlog” of FR need for a particular institution.  The allocation of funding for renewal projects in the capital budget varies depending on the specific needs of each institution.  Thus, institutions requiring more intense investment in existing facilities will be appropriated a higher proportion of the capital budget until those needs are adequately addressed.  This is especially true where enrollment pressures demand such investment.


Annual “FR” Operating Spending Goal

Also in December’s action, the Board of Regents approved language in the facilities renewal policy that requires institutional spending for FR to be targeted at 2% of the current replacement value (RV) of all institutional capital assets.  The allocation of funds and the selection of projects are to be approved through the operating budget process with the support of $15 million per year in Academic Revenue Bonds.  Operating funds shall be enhanced at each institution until the 2% of replacement value spending level is reached.  Institutions have been asked to increase operating expenditures (from all sources) at an increment (5-year annual average) of 2/10th of 1% of replacement value.
This 2% operating goal is intended to fund emerging renovation/replacement needs related to building systems that exhaust their useful life in order to help keep the backlog from growing.  This minimum spending target will, initially, be the same for all institutions.  Once reached, the progress of each institution (and the minimum target itself) can be reevaluated. 

I can’t overstate the importance of these funds to the maintenance of our architectural assets.  We sincerely appreciate your continued support.

SHADY GROVE EDUCATIONAL FACILITY III

We appreciate the support of the analyst in recommending the necessary equipment funding of the new Phase III facility at our successful Shady Grove Center campus.  Construction of the new facility began in September of last year and is progressing right on schedule for completion in Fall, 2007.

CONCLUSION

In conclusion, let me once again thank you for your continued support.  We would be happy to entertain any questions you might have.  

_________________________________________________________________________________

Questions or comments can be directed to: 

Mark Beck, USM Capital Planning, 301-445-1984 / mbeck@usmd.edu 
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