G.D.13

MEMORANDUM
To: Board of Regents
From: Board Office
Subject: Final Five-Year Capital Improvement Plans, FY 2004 - FY 2008
Date: September 9, 2002

Recommended Actions:

1. Approve the Five-Year State-Funded Capital Program for
FY 2004 - FY 2008 of $368.7 million, including the amount of
$69.4 million as the Board’s request for FY 2005 (Table 1); and

2. Approve the Five-Year Program (FY 2004 — FY 2008) of $158.8 million
for the University of lowa Hospitals and Clinics to be funded by Hospital
Building Usage Funds and Hospital Revenue Bonds (Table 3).

Executive Summary:

Two Five-Year Two five-year capital plans for the period FY 2004 — FY 2008 are included
Plans in this docket memorandum:

a. Five-year capital program to be funded by capital appropriations
(including projects to be funded by the State’s tax-exempt tobacco
bond proceeds) or Academic Building Revenue Bonds; and

b. University of lowa Hospitals and Clinics Five-Year Program to be
funded by Hospital Building Usage Funds and Hospital Revenue
Bonds.

State Funded Five-Year Plan

Requested State  The universities, special schools and Lakeside Laboratory requested

Funding state funding in the amount of $582.8 million, which would be combined
with $90.4 million in other resources, including private (gift) funds for the
projects (Table 2).

The institutional requests for state funds are unchanged from the July
submission.

The University of lowa has changed the title of a FY 2005 request to
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focus more directly on the College of Public Health.

o The “Medical Education and Biomedical Research Facility — Building
C” project has been retitled as the “Health Sciences Building C for the
College of Public Health and Biomedical Research” project.

e The University is requesting permission to proceed with this project
on this month’s capital register. (See G.D. 18a.)

The Board Office recommendation for the Five-Year Capital Priority Plan
to be funded by capital appropriations or Academic Building Revenue
Bonds is $368.7 million, with $79.9 million in private or other funds
(Table 1). This amount is unchanged from the July preliminary
recommendation.

The $368.7 million recommendation does not include a dollar amount for
the UNI — Price Laboratory School Renovation / Addition although a
“placeholder” has been included in FY 2005. Until the University makes
its report to the Board in late fall 2002 and the Board acts upon the
University’s recommendation, it would be premature to include a specific
capital recommendation.

The Board Office recommendation focuses on correcting fire and
environmental safety and deferred maintenance issues (consistent with
the recommendation for the FY 2004 budget request — see G.D. 12),
renovation of facilities, and improvements to campus infrastructure.
Recommendations for new space have been based upon programmatic
justification.

The Department of Management has requested a capital budget request
for FY 2005. It is recommended that the amount included in the Five-
Year Capital Plan for FY 2005 be specifically approved as the Board’s
capital request for FY 2005.
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Last year, the institutions requested funding of $485.3 million and the
Board recommended a Five-Year Plan for state funds (FY 2003 -
FY 2007) of $314.9 million.

e The total amount recommended for the FY 2004 — FY 2008 Five-
Year Plan for state funds is higher than the FY 2003 — FY 2007 Plan
due, in part, to the increased recommendation for funds to correct fire
and environmental safety deficiencies and deferred maintenance.

o The following table provides a summary of the recommended funding:
Fire & Environmental

Safety / Deferred Projects Total
Maintenance Rec. Rec. Rec.
($000’s) ($000’s) ($000’s)
FY 2003 — FY 2007 $41,965 $272,885 $314,850
FY 2004 — FY 2008 73,948 312,800 368,748

UIHC Five-Year Plan

Approvals

Previously Listed
Projects

New Projects

The University of lowa Hospitals and Clinics Five-Year Capital Program
(FY 2004 - FY 2008) will be financed by patient-generated funding and
Hospital Revenue Bonds as authorized by the 2002 General Assembly
and approved by the Governor.

UIHC plans to request approvals of $158.8 million in projects during the
FY 2004 — FY 2008 period.

Of this amount, $64.7 million have been included in University of lowa
Hospitals and Clinics five-year capital programs previously submitted to the
Board.

Projects not previously listed include completion of the shell space to be
constructed above the Center of Excellence in Image-Guided Radiation
Therapy, floor covering replacement projects, infrastructure enhancements
and upgrades, hospital wide roof replacements, and refurbishing of Carver
Pavilion inpatient units.

All projects listed on the five-year plan will be brought forward for specific
project approval as required by Board procedures.

Strategic Plan:

Objective 4.3 of the Board’s Strategic Plan provides for the maintenance
and acquisition of physical facilities and equipment to meet stewardship
responsibilities and changing institutional needs.

Background:
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Development of the five-year capital programs is consistent with the lowa
Code, which requires the Board to submit a Five-Year, State-Funded
Building Program to the General Assembly at the beginning of each
legislative session.

Analysis:

State-Funded Capital Program: FY 2004 - FY 2008

Total
Recommendation

Top Priority

The Board Office recommendation is for a five-year capital improvement
program of $368.7 milion (Table 1, page 9) funded by capital
appropriations (including appropriations from the tax-exempt bond
proceeds restricted funds account of the tobacco trust fund) or Academic
Building Revenue Bonds. In addition, private and other funds totaling
$79.9 million would help finance the projects.

This recommendation is consistent with the preliminary recommendation
presented to the Board in July.

The first priority in each of the fiscal years of the five-year plan is funding
for correction of fire and environmental safety deficiencies and deferred
maintenance.

e The latest fire and environmental safety report (November 2001)
indicated that the institutions estimated a need for $11.3 million to
correct deficiencies identified by the State Fire Marshal and institutional
personnel.

o In November 2001, as part of the governance report on deferred
maintenance, the institutions reported a total of $146.4 million in
deferred maintenance including:

e $88.1 million in individual projects in general fund buildings and
utilities; and

e $58.3 million in components of major renovations included on the
Five-year Plan approved by the Board in September 2001.

The magnitude of the documented deferred maintenance, the impact of the
FY 2002 operating budget building repair fund reduction on campus
facilities, and the importance that the Board places on its stewardship of
resources, has led the Board Office to recommend funding to correct these
deficiencies as the number one priority in each year of the Five-Year Plan.
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The $74 million recommended for the five-year period is insufficient to
correct all the deficiencies previously identified. As discussed in detail in
G.D. 12 — Capital Budget Requests for FY 2004, the significant reductions
in operating budgets for both FY 2002 and FY 2003 impact building repair
funds and are likely to increase the amount of deferred maintenance, which
will be reflected in the next governance report to be presented later this fall.

The recommendations for project funding focus on academic /
instructional facilities, reflect institutional strategic planning, and identify
and provide for critical needs related to the missions of each institution.

The capital improvement requests for state funds and Board Office
recommendations for the FY 2004 — FY 2008 Plan are summarized below:

Total Total
Request Recommendation
Institution ($ thousands) ($ thousands)
Sul $226,800 $143,000
ISU 239,500 139,300
UNI 110,500 82,500
ISD 4,325 2,175
IBSSS 910 1,000
Regents/Lakeside Lab 773 773
Total $582,808 $368,748

The institutional five-year state capital requests (FY 2004 — FY 2008) are
generally consistent with the requests presented Ilast year
(FY 2003 — FY 2007). Some of the more significant changes are as
follows:

The University requested funding for Art Building, Phase Il (equipment and
site improvements for the new building and remodeling of the existing
building) and Oakdale Laboratory Renovations in FY 2004 of the FY 2003
— FY 2007 Plan.

¢ Funding for these two projects is requested in FY 2006 of the FY 2004
—FY 2008 Plan.

e The University reports that the change in its request for the Art Building,
Phase Il project is due to the delay in construction of the new Art
Building.

e The result of these changes is that the University’s top priority after
renovation of the Chemistry Building is construction of the Health
Sciences Building C for the College of Public Health and Biomedical
Research project, for which $17.1 million are requested in FY 2005.
These funds would be matched with $29.9 million in other funds.
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The University has made a number of changes to its requested five-year
plan, some of which are:

e A request for funding ($9.5 million in FY 2005) for a College of Design
Addition has been added;

o The project scopes for the Veterinary Teaching Hospital / Diagnostic
Laboratory and the Plant Sciences have been increased due to
completion of feasibility studies;

e The private funding associated with the Coover Hall, Information
Sciences project (University’s #1 priority) has been reduced from
$15 to $10 million as a result of a fundraising feasibility study; and

o State funds are no longer requested for the renovation of Morrill Hall;
this project was listed on the University’'s FY 2003 capital plan
presented to the Board in June 2002, with funding from private giving.

The University has substituted, in its priority ranking, the Sciences
Buildings Renovation, Phase | project for the Renovation of Price
Laboratory School and the Commons Renovation.

e The Science Building Renovation project is part of the phased program
to construct new and renovate the existing science buildings. The
Phase | renovation project would remodel the Physics Building and the
central greenhouse, and plan for the renovation of McCollum Science
Hall as well as construct the shell space for the fourth floor addition to
this facility.

The University has also reprioritized some of the other requested
renovation projects.

The Board Office has reviewed the changes to the institutional plans
described above, and other proposed changes, and has incorporated many
of these modifications into the Board Office recommendation.

The first year of the FY 2004 — FY 2008 Capital Plan becomes the Board’s
FY 2004 capital budget request. (See G.D. 12.)

Table 2 (pages 10 to 13) provides a comparison by fiscal year of
institutional requests and the Board Office recommendations. In some
instances, funding is recommended in a fiscal year different than the year
in which it was requested.

It is recommended that lower priority institutional projects be deferred into
the out — years. Projects requested but not recommended for inclusion in
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the FY 2004 - FY 2008 Five-Year Plan are identified on Table 2.

The Board Office recommendation for the Five-Year Plan is realistic in light
of projected available revenue and addresses relative needs among the
institutions.

Approval of this five-year capital program does not constitute approval of
specific projects but is an estimate of future capital needs. Descriptions
of the projects are included in the Regent Exhibit Book.

University of lowa Hospitals and Clinics Capital Program: FY 2004 — FY 2008

Requested Plan

Changes from
July Submission

Project Type

New Construction

The Board Office recommendation includes the University of lowa
Hospitals and Clinics five-year requested plan of $158.8 million (Table 3,
pages 14 to 18) to be financed with patient-generated revenues or
Hospital Revenue Bonds.

e SF 2168 of the 2002 Legislative Session authorizes the Board to
issue $100 million of Hospital Revenue Bonds over a period of years.

UIHC has slightly revised the Plan submitted in July. While there have
been no changes in the projects, there have been slight modifications in
the years of accomplishment for six projects.

e The major change is moving the completion of shell space for the
Geriatric and other Internal Medicine Clinics from the years FY 2006
— FY 2008 to the years FY 2004 — FY 2006.

The projects for which approvals would be requested during the
FY 2004 — FY 2008 period can be summarized by type, as follows:

($ Thousands)
Fire & Environmental Safety Resolution $ 7,254
New Construction (completion of shell space) 29,148
Remodeling/Renovation 122,413
Total $158,815

The capital program includes the completion of shell space above the
Center for Excellence in Image-Guided Radiation Therapy.

The Board approved permission to proceed with construction of the shell
space at its July 2002 meeting.

The University’s capital register this month (see G.D. 18a) includes a
request for approval of the schematic design for the Center of Excellence
in Image-Guided Radiation Therapy and 3-Story Building Shell.

The three other new construction projects, for which the five-year dollar
total is $9.8 million, have appeared on UIHC previous five-year plans.
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These are:
o Development of Geriatric and other Internal Medicine Clinics
(completion of shell space on the 4" level of Pomerantz Family

Pavilion);

o Development of Hospital Support Facilities (completion of shell space
on the 5" level of Pomerantz Family Pavilion); and

e Construction of Overhead Walkway to UIHC Patient & Visitor Parking

Ramp I.
Remodeling / The remodeling / renovation projects include utility distribution upgrades
Renovation and corridor refurbishments; energy conservation measures; heating,

ventilating and air-conditioning projects; and elevator replacements in
addition to projects which will remodel space vacated by the units moving
to the Pomerantz Family Pavilion.

Cash Flows The plan for new FY 2004 — FY 2008 projects, by fiscal year cash flow, is
as follows:

($ thousands)

FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 Total
$10,227 $28,621 $40,285 $35,336 $44,346  $158,815

The total FY 2004 — FY 2008 cash flow, including projects previously
approved by the Board or for which approval will be requested in FY 2003
is as follows:

($ thousands)

FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 Total
$74,218 $56,757 $45,265 $39,275 $44,346  $259,861

All new projects on the five-year plan will be brought forward for specific
project approval, as required by Board procedures.

/aoﬂf._' Approved W/ ‘M/

Joan Racki - Gregory 8. Nichols

h:\bf\2002\02septdoc\sepgd13.doc
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	State-Funded Capital Program: FY 2004 - FY 2008
	
	
	
	University of Iowa Hospitals and Clinics Capital 




	UIHC has slightly revised the Plan submitted in July.  While there have been no changes in the projects, there have been slight modifications in the years of accomplishment for six projects.
	The projects for which approvals would be request






