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REPORT SUMMARY

This report begins the process of providing the Office of Budget and Program Planning and
Legislative Finance Committee the current status on the State-Owned Facility Inventory and the
LRBP-eligible building Facility Condition Assessments as passed in Senate Bill 43 of the 65"
Legislature.

Facility Condition Assessment processes as required in §17-7-202 MCA provides an opportunity to
foresee and strategize ways to address the inevitable deterioration of built assets. “Buildings and
components deteriorate and need repair and replacement; this is unavoidable.™

Using data collected by qualified assessors, condition information and the associated cost of
repairs/replacements or capital renewal needs can be prioritized to timely mitigate liabilities —
if resources are consistently provided rather than corrective action being deferred into a more
expensive or crisis-management stage in the future (a.k.a. deferred maintenance backlog).

Facilities publications suggest there is a $4-to-$1 return on investment by implementing a planned
approach to timely addressing deferred maintenance backlogs (i.e. the $1) as opposed to postponing
the cost to the point of capital replacement (i.e. the $4). The cost of upgrades, major repairs, and
improvements are exponentially proportional to the time lag between the need and the deferral period
due to the accumulation of the effect on additional building systems. For instance, deferral of a
roofing membrane needing replacement is more likely to as result in damage to the underlying
insulation, roof structure, parapets, or interior spaces.

The issue of the condition of State-Owned assets is not a recent topic of discussion. The above quote
from the November 2000 Legislative Audit Division’s (LAD) findings continues to make the business
case that funding to address deferred maintenance is actually a cost avoidance that alleviates
financial strain and debt load on future biennia. “As a result (of unavoidable deterioration regardless
of day-to-day maintenance activities), money is needed to maintain State-Owned facilities. The
University Facilities Management performance audit addressed the issue of funding for deferred
maintenance. Specifically, the report recommends the legislature examine the LRBP and establish an
increased and consistent funding source to address deferred maintenance liabilities.”? LAD’s
recommendation remains an unaddressed topic of concern within the Long-Range Building Program,
which has remained structurally unchanged since it was established in 1963. The “State
Infrastructure Budgeting and Funding” report prepared by the Legislative Fiscal Division (LFD) in June
2016 provides similar input regarding State-Owned building and facility infrastructure?®.

Considerable investment has been made by the State to construct its vertical infrastructure portfolio
and it is anticipated the Facility Condition Assessment process for LRBP-eligible buildings will confirm
the LAD and LFD perspectives on the need to establish a definitive and consistent level of funding into
the LRBP to address the increasing deferred maintenance backlog. Deferred maintenance funding
options are not covered by this report.

“Facilities Management of State-Owned Buildings,” Legislative Audit Division limited scope performance audit,
November 2000, page S-3.

2“Facilities Management of State-Owned Buildings,” Legislative Audit Division limited scope performance audit,
November 2000, page S-3.

3 “State Infrastructure and Funding,” Legislative Fiscal Division report, June 2016, page 4.
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The Architecture & Engineering (A&E) Division of the Department of Administration is tasked with the
primary responsibility for establishing and conducting the Facility Condition Assessment (FCA) program
as well as managing LRBP funds for projects as they are appropriated each legislative session.

The following provides a brief summary of the detailed content, status, and progress provided within

the body of this report:
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State agencies continue to collaborate and assist A&E with
review of current inventory data, analyzing the scope needs of
the FCA, and help define a strategy to address the requirements
in 817-7-202 MCA. Current FCA summary data is provided in
Appendix A.

Initial review of the 2018 Risk Management & Tort Defense
(RMTD) database indicates:

1) A total State-Owned inventory of:
a) 4,787 buildings;
b) 23,520,636 square feet; and,
c) currently valued at $3,932,908,713.

2) Buildings meeting the definition of LRBP-eligible (excludes
the Capitol complex):
a) 976;
b) 9,444,522 square feet; and,
c) $1,861,876,122 in replacement value.

3) Of the LRBP-eligible buildings:

a) 470 are greater than $150,000 in current replacement
value and are now statutorily required to have condition
assessments conducted;

b) Consisting of 8,987,009 square feet; and,

c) $1,842,294,330 in replacement value.

4) Though 20% of the total inventory, LRBP-eligible buildings
comprise 40% of the total square footage in the inventory
and represent nearly half the State’s total building
infrastructure value.

5) If the definition of LRBP-eligible in 817-7-201 is revised to
include the Capitol complex, the figures change to 1,030 (w/
522 >$150,000 value), 10,806,228 square feet, valued at
$2,216,041,307 (greater than ¥z the value of the total
inventory).

On-going effort is in place to establish deficiency categories and
identify the full parameters needed to conduct the most
beneficial and cost-effective assessments. The collaboration
with agencies has identified the ASTM E1557-09 UNIFORMAT Il
Standard Classification as the most logical and recognizable
method to establish consistent data collection and reporting of
deficiencies and backlog information.
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Near-Term Action

Long-Term Action
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Deficiency information and total cost of the deferred
maintenance backlog for the entire inventory will take additional
time and resources. Available software platforms capable of
managing the large volume of facilities information while
delivering up-to-date cost database information (i.e. the backlog
cost), are being analyzed.

The Near-Term Action Plan has been developed to provide
OBPP and LFC with confidence that progress is being made
toward providing potential solutions within the limited resources
available. A&E has formed a collaborative working group with
members of all agencies and the university system to ascertain
the scope of the inventory situation, gather input on an approach
the inventory requirements, and develop a consensus for what
should/should not be part of the facility assessments to provide
the best information on the condition of state assets.

A&E and the working group are continuing their efforts in the
following areas:

1) Review of the inventory data for verification of LRBP-
eligibility, square footage, and consideration of how insured
current replacement cost values and project cost
replacement values may or may not differ;

2) Beginning development of a Request for Proposals for a
Facility Asset Management platform; and,

3) Analysis for the Long-Term Action Plan matrix of options and
possible strategies available.

The Near-Term Action Plan timeframe is from the date of this
report through conclusion of the 66" legislative session. After
the session, it is anticipated the matrix of options available in the
Long-Term Action Plan will have received consideration and a
route forward will have been selected.

The long-term effort is directly affected by the provision of
additional resources to most rapidly provide the desired condition
data for prioritization of deferred maintenance projects.

A matrix of options under consideration, anticipated costs, and
timeline for each is provided in more detail within the Long-Term
Action Plan section of the report. In brief, the options can be
summarized in these general categories:

1) Software and on-going vendor-provided assessments for

LRBP-eligible buildings to establish unbiased and consistent
data;
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2) Software and one-time vendor-provided assessments of the
LRBP-eligible buildings to establish an unbiased baseline
condition;

Software and vendor-provided training of state personnel on
conducting assessments;

Software only; or,

No additional resources are made available.

3)

4)
5)

As documented in the body of this report, available funding in the LRBP for deferred maintenance is
quite limited when compared to the quantity, square footage, and asset value of LRBP-eligible buildings.
The LRBP account continues to fluctuate considerably from session to session as it is based on
percentages of coal severance tax and cigarette tax revenues. External impacts to these two funding
sources vary from year-to-year which translates to instabilities in the revenues generated for the LRBP.
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PRESENT STATUS OF STATEWIDE INVENTORY & CONDITION
ASSESSMENTS

This report provides the Legislature and Office of Budget & Program Planning with status information
on the size of the overall inventory of State-Owned facilities and the progress made by the
Department in establishing a program for condition assessments of those buildings that have the
Long-Range Building Program fund as an option to address deferred maintenance issues. As
provided in 817-7-202, assessments are not mandatory on State-Owned buildings unless they receive
a portion of general fund dollars for operations and maintenance or serve as part of the academic
mission of the university system.

The functional need for condition assessment data has been previously raised. Briefly, the Legislative
Audit Division’s (LAD) November 2000 performance audit provided two recommendations in addition
to the increasing LRBP funding. One of which was that the legislature should mandate a
standardized, statewide facilities condition assessment process and that the Department conduct the
program (now in statute 817-7-202 MCA as a result of 2017’s Senate Bill 43). This recommendation
was also concurred in at the time by the Department of Administration’s audit response and, with the
collaboration of state agencies, assessments were conducted early in the 2000s for a brief time using
an already established Montana State University model. However, the legislature has not increased
or substantially changed the LRBP in order to address the ever-growing deferred maintenance
liabilities.

While it is a prudent business function to assess buildings for an understanding of the deferred
maintenance backlog and its associated, potential future fiscal effects, LAD’s point is recognized that
a mechanism be established to either reduce or control these unavoidable, increasing fiscal liabilities
through some form of continuous funding mechanism. Otherwise, the fiscal obligation within each
building will continue to accrue until a critical juncture or crises point is reached (e.g. roofing or boiler
system failure).

When funding is provided only at crisis points, other needs must be postponed creating a cycle of
ever-accumulating facility demands (i.e. a deferred maintenance backlog). In order to address the
obligations and commitment needs of facility ownership, the LAD and LFD reports both addressed
potential funding options and possible amounts based upon percentages of current building
replacement values.

A goal of meeting the strategic informational need of the state’s current backlog is an essential
function of this facility condition assessment effort. As detailed in the LAD report, “According to APPA
(Association of Physical Plant Administrators), periodic evaluation of the condition of facilities is an
essential function of effective facilities management.”

Expectations of While all State-Owned buildings, facilities, or structures valued
greater than $150,000 must be included in the inventory, 817-7-
8§17-7-201 MCA 201(4), provides a definition that makes certain State-Owned

facilities eligible for funding from the Long-Range Building
Program (LRBP) account. An LRBP-eligible building is one:

4 “Facilities Management of State-Owned Buildings,” Legislative Audit Division limited scope performance audit,
November 2000, page §17.
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Expectation of

§17-7-202 MCA

Assessment Cycle

FCA data older than 5-years
is considered obsolete.
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e “for which the operation and maintenance are funded with
state general fund money; or

e that supports academic missions of the university system
and for which the operation and maintenance are funded
with current unrestricted university funds.”

Many projects from many funding sources are approved through
the Long-Range Building Program (typically House Bill #5). This
is the proper location for all State-Owned facilities projects to
received legislative consideration, appropriation, and/or
authorization, regardless of the funding source.

However, all other State-Owned facilities that don’t meet the
eligibility definition are excluded if the operation and
maintenance is entirely funded with state special revenue,
federal special revenue, or proprietary funds; or that supports
nonacademic functions of the university system and for which
the operation and maintenance are funded from nonstate and
nontuition sources.

For every State-Owned facility, 817-7-202(2), requires the
statewide facility inventory to include:

1) its location and total (gross) square footage;

2) agency or agencies using the building (w/ square footage
allocated to each);

3) its current replacement value (CRV) and each agencies
portion; and,

4) whether or not the building is LRBP-eligible.

If a building is LRBP-eligible, along with the above inventory
information, the following must also be included and maintained
by the Department

1) a facility condition assessment (FCA) of the building and an
itemized list of the building's deficiencies; and,

2) comparison of the building's current building deficiency ratio
to its deficiency ratio in the previous biennium.

Industry accepted practice is to conduct individual building
assessments every three-to-five years. Because building
systems age and deteriorate at differing rates, data older
than five years is largely considered obsolete.

§17-7-202(2)(c), permits the Department to select the
assessment cycle and the Architecture & Engineering
Division is attempting to target a four-year cycle (i.e. have
each facility assessed once every four years).
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INVENTORY
SUMMARY & LRBP-
ELIGIBILITY FOR
ASSESSMENTS

Inventory Summary
by Agency, by
LRBP-Eligibility,
and by LRBP-
Eligibility >$150,000
CRV

Facilities Not
Included in
Inventory
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However, given the size of the inventory, need for new
software with construction cost data base integration, limited
number of assessors, and full inventory eligibility yet to be
determined, this once-every-four-years goal is only
achievable if additional resources are provided.

For the purpose of insuring state assets, the Risk Management &
Tort Defense (RMTD) Division of the Department of
Administration has a listing of State-Owned facilities. Agencies
self-report the following information that is relevant to the
assessments:

e Reporting department;
Building name and address or general location;
Year constructed and building type;
Building structure value; and,
Square footage.

For the RMTD facility inventory summary, LRBP-Eligibility
totals, and square footage and current replacement values
(CRV) square, see Table 1 and graphs below.

The A&E Division anticipates these inventory figures to
change over time as additional reviews and valuation
updates are completed.

A fully itemized listing of facilities in the RMTD database by
agency is provided in the appendices.

Any State-Owned facility that is uninsured is not in the RMTD
database and is not included in this inventory report.

Uninsured facilities may consist of inaccuracies in the agency
self-reported data or abandoned/unused/under-used
buildings.

Further inventory adjustments are also anticipated as the
A&E Division works with agencies to identify buildings that
are not in the RMTD list but should be part of the recorded
inventory. See the Long-Term Action Plan portion of this
report.
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Building Location
Data Inaccuracies

ASSESSMENT
INFORMATION

Challenges in
Identifying LRBP-
Eligibility Buildings
for Assessments

Deficiency &
Assessment Data
Reliability Concerns
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Given the nature of many buildings in the RMTD inventory,
they do not possess a physical, postal address. These may
consist of some multi-building campuses or remote facilities
within the Departments of Fish, Wildlife & Parks or
Transportation.

For instance, some state parks buildings may be identified
similarly to those at the Blackfoot/Clearwater wildlife
management area: “40 miles east-northeast of Missoula on
State Hwy 200.”

The A&E Division intends in the Long-Term Action Plan that
GIS data or latitude/longitude information be used to identify
the location of facilities.

Readily available software that is established for facilities
asset management purposes is capable of this function and
can accommodate it visually using platforms such as Google
Earth. The RMTD database is not able to accommodate this
requirement.

A&E (in collaboration with all agencies) is in the process of
establishing an applicable, uniform assessment methodology
across the full spectrum of building types.

Again, 817-7-202 MCA, requires only those buildings that
receive general fund dollars for operations and maintenance
or that serve the academic mission of the university system,
are required to be assessed and have their deferred
maintenance included in the backlog.

A&E is in the process of working with agencies to identify all
buildings in the inventory that meet the 817-7-201 definition.

At present, only a manual process requesting each agency to
review its House Bill 2 appropriations at the operations and
maintenance level of each building is able to produce the
determination of whether or not a building meets the
assessment requirement.

Identifying deficiency categories is the beginning point to
establish assessment context and for understanding any
building’s deferred maintenance backlog.

Deficiency Categories are typically grouped as addressing
regulatory requirements (life safety, building code, hazardous
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materials, ADA accessibility), facility integrity (damaged/worn
out, lifecycle, reliability), or optimization (capacity,
program/mission, improvements, energy, sustainability) and
are frequently ranked in order of importance or potential risk
levels subject to facility type and usage.

Through collaboration with state agencies and the university
system, the determination has been made that the most
long-term beneficial approach for the State in conducting
assessments is to utilize the nationally recognized ASTM
E1557-09 Standard Classification for Building Elements &
Related Sitework — UNIFORMAT Il (included in the
appendices).

During transition to this Uniformat Il method, each building’s
system and component condition will be characterized within
the above Deficiency Category itemized in the following
manner:

1) at Level 3, Individual Elements (e.g. components
comprising the roofing);

2) combining Level 3 into Level 2, Group Elements (overall
condition of the roofing system); and,

3) then by merging the Group Elements into Level 1, Major
Groups (in this example, integrating into the major group
of Building Exterior/Shell).

The data collected will be most reliable through the use of
independent, qualified assessment teams who will similarly
rate and rank deficiencies in a consistent and equitable
manner across all facilities. This perspective is discussed in
more detail throughout the report.

Deficiency Ratios To have confidence that a deficiency ratio reliably represents
(i.e. Facility any building’s overall condition, it is extremely crucial that
Condition Index, three components in the calculation are accurate:

FCI) e Trained assessors to accurately rate/rank a

deficiency of each individual element;

e Level 3 per-unit replacement cost for each deficiency
of each individual element analyzed (to be provided
by software through a recognized cost estimating
source, such as RS Means Data); and,

e A defensible Current Replacement Value (CRV)
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The overall building deficiency ratio (or FCI) can then be
calculated:

FCI = total cost of all deficiencies divided by CRV

The reasons for inaccuracy in the three components noted
above are:

1) Untrained or unqualified assessors may subjectively
rate/rank a deficiency too high or too low;

2) This will subsequently cause the total cost of all
deficiencies to be too high or too low; and,

3) The CRV must be a true representation of a building’s
value in today’s dollars.

Inaccuracies in any of the above will misrepresent a
building’s condition as either too negative or too optimistic
rather than a true representation of conditions as well as a
mistaken deferred maintenance backlog.

Deferred Deferred Maintenance is usually defined as “an amount
Maintenance needed but not yet expended for repairs, restoration, or
Backlog Cost To- rehabilitation of an asset.” Also, as the unplanned or
Be-Determined planned decision to allow physical assets to deteriorate by

postponing prudent, major repairs until funding and a
replacement schedule are determined.

While it is possible to provide an itemized listing of Level 3
deficiencies once assessments have been conducted, it is
not possible to provide the total deferred maintenance
backlog of the LRBP-eligible inventory or any individual
building without accurate unit cost resources.

The A&E Division is unable to provide a statewide deferred
maintenance backlog until such time as the appropriate
software has been established, accurate unit cost data is
available, assessment teams are in-place, and one full cycle
of all buildings has been assessed. See the Long-Term
Action Plan portion of this report for a listing of options.

List of Assessed & Prior assessments using the MSU methodology are available
Unassessed in the appendix of this report for portions of the Montana
Buildings by University System and the Capitol Complex.

Agency
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CURRENT
CHALLENGES

Application of the
Definitions in 817-7-
201(4) MCA

A&E Div., Dept. of Administration

However, these assessments are able to show only ratios or
percentages deficient in the categories of the MSU format
and should not be relied upon for replacement or renewal
cost backlog information. This is because it consists of an
invalid backlog costing data base (i.e. the cost support
module is obsolete).

The lone exception is the Department of Military Affairs
(DMA) who is mandated by the federal Department of
Defense to use the Corps of Engineers’ “Builder” platform.
DMA uses federally contracted vendor services to conduct
the assessments. However, DMA indicates only 2 of the 35
State-Owned, LRBP-eligible facilities have been included in
the Builder assessments performed to date.

The following areas are hurdles to establishing a statewide
inventory and LRBP-eligible building facility assessment
platform.

For many biennia, the legislature has adopted the well-
conceived method of appropriating a portion of LRBP funding
in a lump-sum manner under the title of “Life Safety, Code,
Deferred Maintenance — Statewide.” This has allowed the
A&E Division to rapidly adjust projects to address critical
facility issues as they arise.

The definition of an LRBP-Eligible building established in the
65" session is proving to be problematic as it affects the use
of LRBP funds, not simply whether or not an agency’s
facilities should be assessed.

To illustrate, the Department of Administration, General
Services Division’s operations and maintenance budget is
identified as a proprietary fund comprised of rent payments
from agencies who occupy space on the Capitol complex.
Though this rent is established in a rate structure approved
by the legislature and regularly contains general fund dollars,
the fact that it becomes a proprietary fund through rent
payments eliminates the ability to use LRBP funds from the
65" session (and subsequent sessions) to respond to
projects on the Capitol complex (including the Capitol itself).
It is believed this is an unintended consequence of the
definition established in 2017.

It is recommended consideration be given to modifying the
definition in §17-7-201(4) to match the intent of Senate Bill
43, which was to obtain condition assessments of buildings
wherein LRBP funds could previously be used (e.g. the
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Difference Between
Current
Replacement Value
(CRV) and Project
Cost

Attempt to Utilize
Outdated &
Unsupported MSU
Software

Multiple Vendors &
Present Software
Uses by Agencies

A&E Div., Dept. of Administration

Capitol and surrounding complex). While GSD and A&E
collaborate on assessing buildings on the complex, this new
definition of LRBP-eligible has established a new funding
restriction on the LRBP account.

For buildings roughly <$1,000,000, the RMTD insured CRV
is generated on a cost-per-square foot per building-type
basis.

For buildings approximately >$1,000,000, the RMTD insured
CRV is generated through an appraisal process
approximately once every five (5) years.

The insurance-appraised CRYV is not necessarily equivalent
to a total project cost (total project cost will typically be
higher). See difference between insured CRV and a project
cost CRYV in the appendices.

Montana State University developed its own Facility
Assessment system which has been beneficial to the
University system, the State, and used for the 2009 K-12
Facility Assessment study. As with all software applications,
it has become outdated and is unusable for the Department
to properly maintain statewide deficiency and deferred
maintenance backlog information.
e |t was built in 1992 and written for loading on a single,
desktop/laptop computer.
¢ Not updated for operating systems newer than
Windows 7.
e Itis not online accessible.
e Assessment is not sortable across various buildings
(i.e. it is per-building only).
e It's a “write-over” system which means prior
assessment data is lost unless retained in hardcopy.
e Cost information has not been updated since 2015
and may have been applied in a manner not
consistent with the cost data publisher’s intent.

For these reasons, the A&E Division is actively seeking a
broader facility asset management system that could be
utilized by facilities managers throughout the state for more
than condition assessments. See the Long-Term Action Plan
portion of this report.

There are nine (9) separate software applications presently
used by some agencies for various facility-related functions:
¢ Maintenance Work Orders —
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Archibus (General Services Division)
School Dude (Great Falls College, MSU)
Accruent (MSU-BIllings)
AiM Assetworks (MSU-Bozeman)

o PubWorks (FWP)
e Space Management —

o FM Systems (MSU-Bozeman)
e Assessments —

o Builder (Military Affairs)

o Agile Assets (Transportation, roadways only

at this time)

o MSU system (several agencies; for noting

individual element deficiencies only)

O O O O

Each of these applications have initial and annual recurring
costs. A&E is working with the related agencies to get a
summary of the costs involved in operating and maintaining
these different platforms.

Investigating and In July 2018, the A&E Division issued a Request for
Investing in Proper Information (RFI) seeking vendor qualifications for Facility
Software for Asset Management systems/software. Potential vendors
Accurate must be able to fully address the following areas:
Information e Facility Maintenance (i.e. work orders);

Facility Inventory & Assessments;
Capital Planning & Project Management;
Real Estate/Leasing;

Space Planning & Management; and,
Energy Management.

See the Near-Term Action Plan of this report for status

information.
In-House vs. Two issues must be satisfied in order to provide condition
Vendor-Provided information upon which correct priorities are established and
Assessments projects may be appropriated:

e Resources (time, personnel, and funds); and,
e Trained and qualified assessors so the data are
consistent across all buildings and agencies.

Assessor teams are typically comprised of three or more
members:
e Architect
e Engineer
e Head of Maintenance
e Lead trades personnel, if any available (plumber,
HVAC, electrician, etc.)
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For any building’s condition assessment to provide value,
time must be devoted in varying amounts by the team
members to the following process components:

1) Pre-Assessment —
a) Review previous assessment
b) Gather work order info since previous assessment
¢) Building record drawings
d) Team review
2) Team Conducts the Assessment
3) Post-Assessment
a) Team review
b) Data entry

While it may go without stating, the larger and more complex
facilities require dedication of additional resources to
complete an assessment.

Generally, basic Level 3 assessments can range from $0.09
to $0.15 per square foot. MSU has calculated its FCA costs
at $0.08/sqft as they have staff architects and engineers
available, whereas many other state agencies do not and
would have to rely solely on the A&E Division’s limited
resources to join with facilities maintenance personnel to
conduct the assessments.

A better option under consideration by A&E is for the State to
hire assessments to be conducted by an unbiased vendor
which produces the following benefits at very little difference
in cost:

1) Consistency in evaluation/assessment ratings resulting in
more reliable data;

2) Impartial to the needs and priorities of agencies; and,

3) Frees resources to return to current agency duties.

HB 2 provided $30,000 in FY18 and $30,000 in FY19 to A&E
for the purposes of meeting the inventory and assessment
requirements of Senate Bill 43. As research and strategic
planning efforts have progressed, this amount has been
demonstrated to be insufficient to provide the A&E Division
with personnel or sufficient funding for conducting the
assessments in-house, for software, or for training.

A&E is striving diligently to make as much progress as
possible while utilizing the available funding for: consultant
services to assist with establishing assessment standards,
criteria, and methodology; collaborating with agencies on
establishing inventory and assessment direction; researching
available software options; potential training of agency
personnel; etc. Please refer to the Long-Term Action Plan of
this report for available options.
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NEAR-TERM ACTION PLAN (WHAT HAS & IS BEING DONE)

The Near-Term Action Plan has been developed to provide OBPP and the LFC the confidence that
progress is being made within the resources provided. A&E has formed collaborative working groups
with members of all agencies and the university system to ascertain the scope of the inventory situation,
gathered input on an approach the inventory requirements, and developed a consensus for what
should/should not be part of the facility assessments in order to provide the best information on the

condition of state assets.

ACCOMPLISHED TO
DATE:

MOVING FORWARD
INTO THE LONG-
TERM ACTION PLAN
AND MATRIX OF
OPTIONS

Future Review of
Inventory Data

A&E Div., Dept. of Administration

e Establishment of all-agency collaborative work group
for data review, analysis, scope, and strategic
planning.

¢ Collection and initial review of existing agency
methodology and inventory information handling.

e Determinations to:

]
]

Utilize RMTD inventory information;

Verify inventory information through future
review processes;

Standardize all assessments on the Uniformat
Il method:;

Analyze applicability of existing agency
software;

Not try to update the MSU deficiency
software; and,

Seek additional vendor input through a
Request for Information process.

Between the time of this report and the request for additional
resources of the 66" legislative session, A&E’s Near-Term steps
include the following:

1) Pursue additional EPP request for additional LRBP funds
(state special revenue) to be included in A&E’s operating
budget to fund ongoing software needs and vendor-
performed assessments (or include this request in the LRBP
bill, typically House Bill #5);

2) Develop and issue a Request for Proposals for Facility Asset
Management software; and,

3) Continue to collaborate with all state agencies to refine
inventory information, assessment cycles, and resource

needs.

Though the current RMTD State-Owned property data listing is
self-entered by each agency for the purposes of insuring state
assets, it represents the most logical starting point for
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of Buildings to be
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A&E Div., Dept. of Administration

commencement of the inventory, location, and determination of
the number and types of buildings to be assessed.

A&E is utilizing RMTD’s database to gain a greater
understanding of which buildings are required by §17-7-202
MCA to be assessed.

It is important to note that the RMTD information is not static and
the inventory information will fluctuate over time.

Agencies are assisting A&E with verification of the usage of
general fund dollars for operations and maintenance and
buildings that are part of the university systems’ academic
mission to ensure no facilities are missed in potential,
upcoming assessment cycles.

As the information goes through regular reviews and
assessments are conducted, the number and valuation of
buildings will adjust due to several factors, a primary one
being inflation.

For example, LRBP-eligible buildings greater than $150,000
CRV are required to be assessed. As inflation or valuation
review increases the individual CRV’s, additional buildings
that reach this threshold will be added to the FCA
requirement. Review of the dates of previous inventory
appraisals appears to indicate a need for updated
information.

Further, it is anticipated that building data (e.g. total square
footage and current replacement value) information will also
be verified and/or adjusted.

As previously stated, the CRV as provided in the RMTD data
is an insured replacement valuation appraisal based upon
certain market assumptions (see appendices for further
explanation) and will form the initial foundation for
establishment of the FCA system.

In the event of a loss, this insured valuation does not impact
RMTD’s or the state’s insurance carrier(s) from covering a
project’s cost.

But, it is important to note that it is also not necessarily
equivalent to a Project Cost Replacement Value for an entire
facility nor does it represent the cost of an individual project
to address any particular set of deficiencies.
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Use of a Project Cost Replacement Valuation will certainly
increase the number of buildings that reach the $150,000
threshold requiring an assessment.

As A&E works toward procuring FCA software and
implementation of the FCA methodology, discussions will be
on-going regarding which valuation may be utilized in order
to demonstrate scale and scope to the total backlog of
deficiencies and the individual building needs to be
addressed.

e Sanitizes and/or corrects outdated or incorrect
information;

e Increases accuracy of the State-Owned facility
schedule;

e More reliable information for the insured properties
database;

¢ Improved ability to predict and plan future budgetary
needs;

e Allows an unbiased, multi-level prioritization method
across agencies;

¢ Improved understanding of the total portfolio; and,

e Space management opportunities for agencies to
review the purpose, use, and function of assets.

As previously mentioned, A&E issued an RFI to the private
sector seeking input and information on currently available
facility asset management systems.

Thirteen responses were received and are presently under
review.

Through the National Association of State Facilities
Administrators (NASFA), A&E is also in dialogue with other
states about the systems they’ve implemented. Most
recommend a broader, enterprise-wide type of approach that
provides multiple facilities asset management functions as
opposed to a fragmented set of multiple vendors attempting to
perform various tasks.

Once the RFI review submissions are completed, A&E will
coordinate with other agencies on developing a scope of
services RFP to verify potential vendors can meet the multiple
varied roles that comprise facility management, and not simply
address the sole issues of inventory and condition assessments.
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It is believed this broader approach will be benefit the state in the
long-term through easier access, better data control, and
integrated functions.

In addition to the cost of purchasing software, development to fit
state business processes, and access licenses, additional
resources will need to be dedicated for training in utilization of
the new system.

Unless all assessments are performed by a vendor, every
agency (including MUS) will need to be trained in this new
format.

ASTM E1557-09 labels the significance of this data structure
approach as defining this classification method as being “the
common thread linking activities and participants in a building
project from initial planning through operations, maintenance,
and disposal.”

While the A&E Division would have primary responsibility for the
facilities condition assessment program, actual inspections and
assessments will need to be coordinated with agency managers
and facilities maintenance personnel across the state. Some
agencies do not possess a centralized facilities person or
function which is left to localized administrators or campuses.

If it is not possible for assessments to be performed by an
independent vendor source, multiple concerns should be
recognized:

1) The current quantification of LRBP-eligible buildings to be

assessed in the new format;

a) 976 (w/ 470 >$150K CRV);

b) total square footage of 9.4 million (9.0 million sqgft >$150K
CRV)

c) total CRV of $1.86 billion ($1.84 billion >$150K CRV);

2) A&E does not presently have the in-house resources to
provide all agencies with an architect and engineer for the
assessment teams;

3) This lack of resources will extend assessment cycles of the
entire portfolio beyond the maximum valid data period of five
(5) years (i.e. means early assessments will be of no value);
and,

4) Additional training will be needed to provide to agencies on
how to participate in the Uniformat Il assessment
methodology. This training will need to be vendor-sourced
anyway as no state agency, including the university system,
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1)

2)

4)
5)

is completely familiarized with conducting assessments per
this national standard method or the pending software
implementation.

Submission of EPP request for software and vendor-
performed assessments (July 2018; completed)

Reviews of RFI Submissions (August 2018; completed);
Submit Inventory and Condition Assessment Report to OBPP
and LFC (before September 1, 2018; completed);

Develop software RFP (September to December 2018); and,
Review LRBP program for potential to include request in
House Bill #5 for vendor-performed assessments if EPP
request is unsuccessful.

The direction the A&E Division proceeds is then dependent upon
availability of additional resources per the matrix of options noted
below in the Long-Term Action Plan.
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LONG-TERM ACTION PLAN (PENDING ADDITIONAL

RESOURCES)

A valuable return is available to the State for investment in facility condition assessments when
combined with strategic funding of deferred maintenance and capital renewal needs. Because
building infrastructure and systems often deteriorate more slowly (even while quality maintenance is
performed), perceptions prevail that negating or continually postponing major maintenance and capital
renewal means there is no accrual of a future debt load that will need to be addressed.

The opposite is the case as presented by facilities research and in the LAD audit of November 2000
wherein it frequently identifies deferred maintenance as liabilities. These liabilities continue to grow in
both cost and number as funding mechanisms are not established to mitigate the growth or begin

reduction of the backlog.

MATRIX OF OPTIONS

the requirements of §17-7-202:

This matrix of options/solutions is under consideration to achieve

OPTION SCHEDULE & COST* | PROS CONS
#1a | Software & On- $180,000** plus annual | e Strategic planning info e Biennial impact to LRBP
Going Vendor cost $270,000 (i.e. 9 available on a consistent account
Conducted million sgft @ timeline
Assessments $0.12/sqgft divided by 4 | e Data consistency achieved
years)*** e Impartiality in the
condition analysis
Timeline: complete a e Analysis vs. Risk to type of
full LRBP eligible FCA facility is more consistent
cycle in four years e A&E and agency resources
(before 68 Session) continue to be dedicated
to current responsibilities
#1b Software & 1- $180,000** plus e Strategic planning info e Impact to LRBP account
time Baseline $1,080,000 (i.e. 9 available for the entire e Concern about completing
Vendor million sgft @ LRBP-eligible inventory in on-going cycles of FCAin a
Conducted $0.12/sqft) the most rapid manner timely manner after one-
Assessments and e Data consistency achieved time, initial assessments
Vendor FCA Timeline: complete in the initial assessment are completed
Training of State | before 67" Session e Impartiality in the e After initial cycle,
Personnel condition analysis increased workload on
e Analysis vs. Risk to type of A&E and agencies
facility is more consistent e No assurance of unbiased
e State agency personnel are future data
trained for their individual | e After initial cycle, negative
facilities by the vendor FCA impacts to implementation
team LRBP projects
e Potential for trained
personnel to be lost over
time
#2 Software & $180,000** e Deficiency and planning e Slight budgetary increase
Vendor FCA info will become available to A&E
Training of State Timeline: 1 yearto as this additional workload | e Cycle for completion of
Personnel procure & implement FCA is indeterminate

A&E Div., Dept. of Administration
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software; timeline to
complete full LRBP
eligible FCA cycle with
in-house resources is
indeterminate at this
time.

can be incorporated within
existing demands

e Consistent platform for the
database

Increased workload on
A&E and agencies
Negative impacts to
implementing LRBP
projects

#3 Software Only $130,000** e Deficiency and planning Slight budgetary increase
info will become available to A&E
as this additional workload Cycle for completion of
can be incorporated within FCA is indeterminate
existing demands Increased workload on
e Consistent platform for the A&E and agencies
database Negative impacts to
implementing LRBP
projects
#4 No Additional No cost but timeline to | No cost. Unknown database format
Resources complete full LRBP at this time

eligible FCA cycle is
indeterminate at this
time.

Cycle for completion of
FCA is indeterminate
Increased workload on
A&E and agencies
Negative impacts to
implementing LRBP
projects

* Potential Funding Source: Long-Range Building Program, State Special Revenue
** Software cost is an estimate at this time and includes purchase and development/adaptation. Cost information

will be available in the RFP process as part of the Near-Term Action Plan. On-going, annual cost of software licenses
expenses estimated at $30,000/yr.
*** Concept is to have vendor perform one-quarter of the LRBP-eligible inventory each FY (achieve one full cycle of
assessments every 4 years). Annual software expense included in cost.

New Software

Needed to Meet the
Requirements of

§17-7-202 MCA

For the entire State-Owned inventory portion, a new software

202(2)(a)(i):
Accurately identify the location of each building (the
RMTD database is not capable of providing this
function; it’s built on an Oracle database format); and,
The separate square footage occupancies of multiple
agencies in the same building (no statewide space
planning information is yet available).

system is needed to meet 2 of the 3 requirements in 817-7-

For the condition assessment portion, a new software system
is needed to meet the requirements of §17-7-202(2)(a)(ii)
through (e). Please refer to the above “Current Challenges”
portion of this report for a more detailed description

A&E Div., Dept. of Administration
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Additional Resources
Needed for Building
Deficiency Data that is
Comprehensive,
Comparable, and Timely
Cannot be Delivered

Timeline to
Complete One Full
Cycle &
Consequences to
the Data

A&E Div., Dept. of Administration

Without additional resources for FTE or vendor-based
assessments, the following impacts are present:

To the A&E Division:

1) Excluding the MUS, no agency other than the A&E
Division possesses both architects and mechanical
engineers on staff in order to form qualified assessment
teams;

2) A&E has been reduced by 2 FTE (down to 16.5) since
the time of the LAD audit of November 2000 where it
stated at that time, “in order to devote appropriate
attention to the (FCA) program and avoid impacting other
A&E Division responsibilities, additional FTE will be
necessary;” and,

3) The volume of assessments required means existing
A&E Division resources will be further stretched and
either capital projects or facility assessments will go
unaddressed in a timely manner.

Impacts to the gathering of condition assessment data:

1) The Department’s desired timeline for one full cycle of
four (4) years for the entire LRBP-eligible inventory is
unlikely to be met;

2) The assessment data are considered obsolete by
industry standards if any building goes longer than five
(5) years between assessments; and,

3) OBPP and LFC will not receive timely and concise
information of the full inventory upon which to make
funding prioritizations for deferred maintenance and
capital renewal efforts.

Impacts to the backlog of deferred maintenance:

1) Extending the assessment cycles beyond industry
standards renders the deficiency and cost data unusable
and of no value to any capital repair or renewal strategic
planning;

2) As aresult, some critical health, safety, or deteriorated
condition that should receive attention may go
unaddressed for an additional period of time; and,

3) The estimated versus actual cost of repairs/replacements
could greatly vary.

The Department’s desired timeline is to complete one
assessment of all LRBP-eligible buildings at least once every
four (4) years.

This concept would provide OBPP and LFC with current

assessment information on roughly half the LRBP-eligible
inventory each biennium.
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PROVIDE A RETURN
ON THE
INVESTMENT
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However, this desired concept is not achievable with the
presently limited resources available and is why A&E
recommends implementation of resource adjustments to
establish and implement the FCA program so that its
investment value is fully realized.

With the size of the LRBP-eligible inventory and the need for
gualified teams to perform the assessments, using in-house
resources, the A&E Division anticipates the following:

1) Non-MUS LRBP-eligible inventory consists of 439
buildings (183 @ >$150K CRYV) for nearly 2.8 million
square feet and a value of $428.3 million.

2) Adding the Capitol complex to the 183 @ >$150K CRV
increases the number of buildings that need to be
assessed to ~237 (3.8 million sqft; $773 million CRV).

3) In addition to its current LRBP workload, for a 4-year
cycle A&E and the non-MUS agencies would have to
conduct an average of five (5) building assessments per
month (current GSD and MSU-Bozeman cycles are 2
buildings per month). A 5-yr cycle will require an average
of 4 assessments per month.

4) Neither assessment cycle is sustainable with current
staffing levels.

5) Assumptions:

a) uses MSU’s analytics of the time-per-building for
each assessment (does not include travel);

b) average travel time of % day each way per
assessment effort;

c) attempt to consolidate assessments on a campus-
wide basis;

d) Data collection and input:
i) 1-day effort prior to assessments
i) 1-day data entry after assessments
ii) collection and entry done by staff other than

assessment teams

e) Excludes MUS as in-house facilities staff will continue

to be assigned the condition assessment function.

Please refer to the Matrix of Options above for more detail on
possible solutions in order to satisfy both the industry
limitations on keeping the data current and accomplishing
collection of the desired assessment and backlog
information.

There is only one specific commitment of state funds for major
repair and capital replacement/renewal projects: the Long-
Range Building Program fund.

Funds into this account come primarily from 2 limited sources:
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Typical LRBP 1) 12% of coal severance tax revenues; and,

Sources 2) 2.6% of cigarette tax collections.
1.5% 3.8% .
N~ — The net LRBP cash available versus total requests for LRBP-
18.5%/“ funded projects has greatly fluctuated over the past 12 biennia:
With the RMTD total LRBP-eligible building current replacement
\77-2% value (CRV) at $1,861,876,122, it is readily apparent that
. attention is needed to the State’s outlay in strategically
= Coal Tax = Cig Tax maintaining its aging vertical infrastructure.

= Interest = Fees
In order to target funding for the most critical deferred
maintenance and capital renewal needs, an investment of
$0.12/square foot for unbiased vendor-sourced assessments can
garner the State critical infrastructure condition information on its
assets in a timely fashion. Then, prioritizations can be made
regarding additional funding necessary to begin the process of
eliminating the backlog or prevent it from getting worse.

LRBP: Funds Available vs. Requests (millions) per Session
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0 ar & NN

& & o > = 0 — LRBP Funds
55th  56th 57th  58th | 59th 60th 61st 62nd 63rd  64th  65th 66th
H LRBP Funds 9.6 7.6 4.3 23 52 | 141 174 24 | 142 158 131

W LRBP Requests 378.4 327.8 129.7 65.2 98.2 1839 165.5 81.2 228.6 2039 490.7 462

HLRBP Funds B LRBP Requests
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Modeling Funding As the following general principle maintenance funding

of Deferred model demonstrates (used with permission, courtesy of

Maintenance Accruent LLC), providing or not providing steady capital

Options outlay for the purposes of deferred maintenance has
significant impacts on the overall cost of owning physical
assets.

Various Funding Level Impacts on Asset Condition
Funding/FCI Graph
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LAD and LFD Prior LAD audits and LFD reports referenced in this FCA

Information report do not question the existence of a deferred
maintenance backlog or that considerable building
infrastructure deficiencies exist and are growing.

This situation is also borne out through A&E’s project
experience with virtually all state agencies and the LRBP
program requests and MUS background in university system
assessments.

Determining the primary components and magnitude of the
backlog in the shortest period of time provides the most
beneficial decision-making information. Targeted funding
sources can then be considered to reduce the ever-
expanding liabilities of the State’s aging infrastructure (e.g.
on the Capitol complex alone, the Metcalf Building is the
newest at 35-years old and the 2000 renovation of the
Capitol is the most recent capital renewal).

Senate Bill 79 by Legislative Finance Committee of the 60"

Session was an attempt at a response to the backlog
condition.
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Business Model for The Current Replacement Value of $3,932,908,713 in State-

Supporting Owned facilities demonstrates a considerable investment to

Facilities provide infrastructure for the conduct of the state’s public
business functions.

As referenced from the LAD and LFC reports, to keep
facilities safe and functional for their intended purposes,
capital outlay is required in the range of 2% to 4% of CRV for
both regular maintenance and deferred maintenance. There
is presently no percentage of CRV allocated specifically for
meeting deferred maintenance demands or the backlog.

Several sources have attempted to help provide predictive
analysis on the costs for deferring maintenance into the
future due a lack of funding in the present. Many
publications reference research that appears to indicate a 4:1
ratio of cost avoidance. In other words, every $1 provided for
deferred maintenance avoids $4 in capital replacement.

As might be expected, these sources, as a general rule,
indicate that cost increases are not simply additive or
inflationary, but exponential the more distance there is
between deferring an item and receipt of funding for
corrective action. This exponential effect is directly due to
cumulative impacts to more building components and
systems the longer the corrective action is postponed. For
example, as a roof membrane fails and goes without
replacement, damage to the underlying insulation and/or roof
structure becomes more extensive, thereby increasing the
total scope and cost repairs.

This also implies enormous budget pressures will come to
bear on future resources/revenues as deferred maintenance
backlog/liabilities accumulate, making it more difficult to
mitigate or contain the backlog.

In addition to a strategic, planned approach to funding of
deferred maintenance liabilities, outlay for a capital renewal
or renovation may be the more prudent and cost-effective
step to address backlog of an aging facility and refresh it to
meet current and future programmatic demands.
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CONCLUSIONS AND RECOMMENDATIONS

The experience of other states that have implemented vendor-sourced Facility Condition Assessment
programs (Option 1a in the Matrix of Options) have been able to establish policies and dedicated
funding mechanisms to purposefully address deferred maintenance liabilities.

Utah’s FCA program is vendor-sourced at the rate of $0.12/square foot (2017, source: Division of
Facilities Construction and Management) and is one of few states to have implemented a statutory
requirement to fund capital improvements (defined as including alterations, replacements, repairs, and
improvements to HVAC systems, electrical systems, roofing, parking lots, utilities, and other deferred
maintenance uses).

Review of the LAD and LFD reports may provide perspective into the on-going discussions of the care
needed for State-Owned facilities.

As these reports indicate, because of the daily usage demands supporting the State’s business,
obsolescence and deterioration of buildings is unavoidable even under the best of care. Therefore, it
is recommended industry-wide that prioritizing strategies be developed and implemented to plan for
capital improvements, replacements, and repairs.

In order to provide accurate and timely information for a prioritization of care and addressing the
deferred maintenance backlog, the A&E Division recommends to OBPP and LFC the better route is to
select the Long-Term Action Plan matrix option that provides the initial, baseline FCA deficiency and
statewide deferred maintenance backlog cost in the shortest amount of time. This recommendation
aligns with LFD’s June 2016 report Process Improvement’s 1) Statewide Facility Condition
Assessment, 2) Enhanced Building Inventory; and 3) Measure of the Deferred Maintenance Backlog.
Concurrent with such an effort, it is recommended consideration be given to Process Improvement 5)
Comprehensive Facility Maintenance Program/Application for determination of essential funding
levels for a) routine, day-to-day maintenance at 0.5 to 1.5% CRYV, and, b) deferred maintenance and
capital renewal funding into the LRBP at 1.5 to 2.5% CRYV, plus periodic amounts to reduce the
existing deferred maintenance backlog.
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@ GENERAL SERVICGES Facilities Condition Assessment Summary Report

GENERAL BACKGROUND

The General Services Division team has conducted 55
Facilities Condition Assessment (FCA) audits since 2014. Each
building on our campus is assessed every three to five years.
GSD Manages six percent of the State’s building portfolio.

GSD’s FCA program is modeled after the Facility Condition
Inventory application and process built by Montana State
University.

GSD conducts FCA'’s to establish spending priorities and

to track the deferred maintenance backlog for our building
portfolio. This tracking effort allows us to identify where
deficiencies are, report on them, target the most prudent
repairs, and take care of safety issues. The FCA allows
General Services to understand the physical condition that our
facilities and assets are in. Condition comparisons are made
by using deficiency ratios.

DEFICIENCY RATIO

Each deficiency recorded on our audits has an associated
remediation or repair cost. A deficiency ratio is found by
taking the estimated cost of repair work and dividing it by the
estimated cost to replace the entire building. These values are
automatically calculated using MSU’s FCI application.

DEFICIENCY BACKLOG

The total dollar value of maintenance projects and repairs that
are postponed due to budget constraints.

ABOUT THIS REPORT

The following table, chart, and graphs show key building
condition data collected by General Services. The team is
currently in its second audit cycle.

CYCLE ONE

DEFICIENCY RATIO/PERCENTAGE: CYCLE ONE  SQUARE FOOTAGE ASSESSED  RATING FCA P R 0 G RA M CYC L E
Montana Wild Discovery Center 0.2 8,940 Good
DPHHS Commodities Warehouse 0.3 38,000 Good 0 N E S U M M ARY DATA
State of Montana Data Center 0.6 15,024 Good
Original Governor's Mansion Carriage House {08 2,764 Good 4/ 201 4_1 0/ 201 6
Montana Wild Rehabilitation Center 22 500 Good
Teachers' Retirement 39 6,431 Good
Capitol Building 4 179,672 Good
DNRC Water Resources Division 4 27,865 Good
Boiler Plant 4.2 7,946 Good
0ld Livestock Building 43 7,936 Good
1209 8th 5.8 2,302 Fair
GSD Landscaping Shop 6.6 4,444 Fair
Diane Building 75 5,769 Fair
Scott Hart 1.7 81,383 Fair
FWP Headquarters 8.1 22,966 Fair
5 South Last Chance 9 53,132 Fair
Original Governor's Mansion 92 12,825 Fair
Records Management 10 22,800 Fair
Lee Metcalf Building 105 92,080 Fair
Joseph P. Mazurek Building 111 103,864 Poor BUILD I NG CON DITION
Walt Sullivan 116 51,235 Poor RANKING INDEX
1410 8th 12 3,385 Poor
0PI 1227 148 16,064 Poor
Capitol Annex 15 1,460 Poor
326 Washington Drive 156 1,725 Poor = GOOD
DNRC Aviation Support Facility 16.6 42,541 Poor
Mitchell Building 16.6 130,320 Poor 0-5% DEFICIENCY RATIO
Cogswell 171 108,868 Poor
1205 8th 175 2,004 Poor
DPHHS 111 Sanders 178 48,682 Poor FAIR
Montana Historical Society 182 93,653 Poor
12155 156 L1 poo 5-10% DEFICIENCY RATIO
1400 8th 221 2,004 Poor
1404 8th 239 2,114 Poor
1225 8th 255 1,707 Poor
0PI 1300 259 20,125 Poor POOR
Secretary of State Annex 26.6 3,156 Poor
0ld Board of Health 28 8,265 Poor ABOVE 10% DEFICIENCY
TOTAL BUILDINGS ASSESSED TOTAL SQ FT. ASSESSED: | RATIO

38 1,235,172
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CURRENT CONDITION PER THE FCA PROCESS
SQUARE FOOTAGE CONDITION BREAKDOWN

SQUARE FOOTAGE RATED AS POOR
648,824

SQUARE FOOTAGE RATED AS FAIR
477,373

SQUARE FOOTAGE RATED AS GOOD
108,975

Old Board of Health
Secretary of State Annex
OPI 1300

=

52.53%

PERCENT OF TOTAL 38 65%

52.53%

PERCENT OF TOTAL

38.65% 1 ’235, 1 72
TOTAL SQ. FT. ASSESSED BY THE

PERCENT OF TOTAL GENERAL SERVICES TEAM

8.82%

12255 St 1 7 5.5

1404 Sth e 7 5.0

1400 8th I 2.1

1219 9th I 10,5

Montana Historical Society I 15.2

DPHHS 111 Sanders /e 1 7.5

1205 Sth | 7,5
Cogswell I 17,1
Mitchell Building I | 6.6
DNRC Aviation Support Facility I 16.6
326 Washington Drive I 15.6
Capitol Annex I ] 5
OPI 1227 I 14.8

1410 8th I ] 7

Walt Sullivan I 11.5
Joseph P. Mazurek Building I 11.1

Lee Metcalf Building HE— 1.5

Records Management IS 10

Original Governor's Mansion mEEEEEEEESEESSEEEESEES——— 9,2

5 South Last Chance ImIEEEEEEEEEEEEEESS——— 9

FWP Headquarters I 8.1
Scott Hart mEEEEEsssSESS———— 7.7
Diane Building . 7.5
GSD Landscaping Shop meessssssssssssssm 6.6
1209 8th messssssssss—— 5.8
Old Livestock Building mEEEm—— 4.3

FCA AUDIT BUILDING
DEFICIENCY RATIOS:
(CYCLE 1 2014 - 2015)

FCA BASELINE DATA: CYCLE ONE
DEFICIENCY RATIO BY BUILDING

Boiler Plant m—— 4.7

DNRC Water Resources Division s
Capitol Building meeee——— 4

Teachers' Retirement EEEEEE———— 3.9

Montana Wild Rehab. Center mmmmmm 2.2

Original Gov. Man. Carriage House

State of Montana Data Center mm 0.6
DPHHS Commodities Warehouse m 0.3
Montana Wild Discovery Center 1 {},2

30



@ GENERAL SERVICES Facilities Condition Assessment Summary Report

CYCLE TWO VS. BASELINE DATA (CYCLE TWO 2016 — PRESENT)
DEFICIENCY RATIO IN CYCLE ONE VS. CYCLE TWO / LAST UPDATED: 8/2018

50

459
a5

40

old Cap. Annex  Mitchell OIld Brd H. State Cap. 0GM oGM Mazurek Lee Metcalf Cogswell WaltSull. Historical OPI1227 OP 1300 Diane Teachers'
Livestock Bldg Carriage Soc. Building Retirement

KEY TAKEAWAYS
TOTAL DEFERRED MAINTENANCE BACKLOG
AS OF AUGUST 2018

The deferred maintenance backlog for the Montana Capitol Complex is
approximately 60 million dollars, based on data from the Facility Condition
Assessment (FCA) cycle one process. Cycle two is currently underway but not

yet completed. The deferred maintenance consists of many life safety and critical
infrastructure issues. Exterior envelope components such as roofs, skylights,
windows, doors and exterior finishes have deteriorated over time due to age and are
in need of replacement. Interior systems and finishes, such as Heating, Ventilation,

Air Conditioning (HVAC), flooring, fire protection, central alarming, building controls

and wall finishes have deteriorated to a level requiring replacement. Exterior
site improvements have also been deferred for a period of time which has had

catastrophic results on parking lots, drainage, and campus accessibility.
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MCA Contents / TITLE 17 / CHAPTER 7 / Part2 / 17-7-201 Definitions

Montana Code Annotated 2017

TITLE 17. STATE FINANCE
CHAPTER 7. BUDGETING AND APPROPRIATIONS

Part 2. Long-Range Building Program and Budget

Definitions

17-7-201. Definitions. In this part, the following definitions apply:

(1) (a) "Building" includes a:

(i) building, facility, or structure constructed or purchased wholly or in part with state money;

(i) building, facility, or structure at a state institution;

(i) building, facility, or structure owned or to be owned by a state agency, including the department of transportation.

(b) The term does not include a:

(i) building, facility, or structure owned or to be owned by a county, city, town, school district, or special improvement district;

(i) facility or structure used as a component part of a highway or water conservation project.

(2) "Construction" includes construction, repair, alteration, and equipping and furnishing during construction, repair, or alteration.

(3) "High-performance building" means a building that integrates and optimizes all major high-performance building attributes,
including but not limited to:

(a) energy efficiency;
(

(c) life-cycle performance; and

O

) durability;

(d) occupant productivity.
(4) (a) "Long-range building program-eligible building" means a building, facility, or structure:
(i) owned by a state agency and for which the operation and maintenance are funded with state general fund money; or

(i) that supports academic missions of the university system and for which the operation and maintenance are funded with current
unrestricted university funds.

(b) The term does not include a building, facility, or structure:

(i) owned by a state agency and for which the operation and maintenance are entirely funded with state special revenue, federal
special revenue, or proprietary funds; or

(i) that supports nonacademic functions of the university system and for which the operation and maintenance are funded from
nonstate and nontuition sources.

History: En. Sec. 14, Ch. 271, L. 1963; amd Sec. 1, Ch. 24, L. 1973; amd. Sec. 81, Ch. 326, L. 1974; R.C.M. 1947, 82-3314; amd.
Sec. 3, Ch. 512, L. 1991; amd. Sec. 2, Ch. 135, L. 2009; amd. Sec. 1, Ch. 281, L. 2017.
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Montana Code Annotated 2017

TITLE 17. STATE FINANCE
CHAPTER 7. BUDGETING AND APPROPRIATIONS

Part 2. Long-Range Building Program and Budget

Preparation Of Building Programs And Submission To
Department Of Administration -- Statewide Facility Inventory
And Condition Assessment

17-7-202. Preparation of building programs and submission to department of administration -- statewide facility inventory
and condition assessment. (1) Before July 1 of each even-numbered year, each state agency and institution shall submit to the
department of administration, on forms furnished by the department, a proposed long-range building program, if any, for the agency or
institution. Each agency and institution shall furnish any additional information requested by the department relating to the utilization of or
need for buildings.

(2) (a) Except as provided in subsection (3), the department shall compile and maintain a statewide facility inventory and condition
assessment that:

(i) for each state-owned building:

(A) identifies its location and total square footage;

(B) identifies the agency or agencies using or occupying the building and how much square footage each agency uses or occupies;
(C) lists the current replacement value of the building in its entirety and each agency's portion of the building;

(D) identifies whether the building is a long-range building program-eligible building;

(ii) for each long-range building program-eligible building:

(A) includes a facility condition assessment of the building and an itemized list of the building's deficiencies; and

(B) compares the building's current building deficiency ratio to its deficiency ratio in the previous biennium.

(b) The department may contract with a private vendor to collect, analyze, and compile the building information required in this
subsection (2).

(c) The facility inventory and condition assessment must be updated as determined by the department.

(d) The department may incorporate in the statewide facility inventory and condition assessment any facility condition assessment or
similar document compiled by an agency.

(e) The department shall provide the statewide facility inventory and condition assessment, including a calculation of the deferred
maintenance backlog and overall building deficiency ratio of the long-range building program-eligible buildings, to the office of budget and
program planning and the legislative finance committee by September 1 of each even-numbered year in an electronic format.

(3) The department is not required to include a state-owned building that has a current replacement value of $150,000 or less in the
facility inventory and condition assessment.

(4) The department shall examine the information furnished by each agency and institution and shall gather whatever additional
information is necessary and conduct whatever surveys are necessary in order to provide a factual basis for determining the need for and
the feasibility of the construction of buildings. The information compiled by the department shall be submitted to the governor before
December 1 of each even-numbered year.

History: En. Sec. 15, Ch. 271, L. 1963; amd. Sec. 82, Ch. 326, L. 1974; R.C.M. 1947, 82-3315(1), (2); amd. Sec. 2, Ch. 281, L.
2017.
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Appendix D —
FCA UNIFORMAT I






Page
Predictive Analytics

Date: 2018-06-12-T

Cur. Ver.: 1.1
Prev. Ver.: 1.0
Page: 1/1

73 |System 9 — Electrical System

|Communications & Security
|Crther Electrical Systems

EQUIPNENT
& FURNISHINGS

E10

C

Insthtutional Equipment

1 2 =) 4 5] [ [ 71 a 9 10 | [
Row Current FCI System Possible Future System using UniFormat
iz Sy Component Level 1 Level 2 Level 3 Level 4
1 ‘Syﬁum 1 — Foundation 1A [Footings/Foundation Wals A |SUBSTRUCTUR Fi M i
1B |Exterior Steps/Retaining Walls |5 {See other
handout for
2 sample detai)
3 |System 2 — Envelope A [Exterior Walls B [SHELL
28 Windows
4 2C  |Exteriod Doors/Hatches
20 |Interior Columns/Beams
5 |System 4 — Roof System 4A [Siructure
48 ring
4C _|Insulation
[ C |INTERIORS
7 System 3 — Floor System 3A  |Structure
3B it Treads/Risers
] System 5 — Finishes SA linterior Wall Systems
5B |Cedings (C3020 [Floor Finishes
5C  |interior Doors/MHardware/Windows (C3030 |Ceiling Finishes
5D |Floor Finishes
SE__|Wall Finished
9 System 10 — Conveying 104 [ElevatorLift D |SERVICES D10 [Conveying D1010 |Elevators & Lifts
Escalators & Moving Walks
er ing Systams
10 |System 8 — Plumbing Systom |BA |Fixiures Plumbing Fixtures
88 |Supply Piping D20:20 [Domestic Water Distribution
BC  |Wasle Piping (2030 [Sanitary Waste
D2040 [Rain Water Drainage
L D2090
11 |System7—H & V System A [Healing 030 [HVAC D300 Supply
7B [Ventilating D3020 [Heat Generaling Systems
7C  [Cociing 03030 [Cooing Generating Systems
D3040 [Distribution Systems
D3050 inal & Package Unils
D3060 [Controls and Instrumentation
D3070 [Systems Testing & Balancing
HVAC & Equi
12 |System 11— Safety Systems |11A [Egress nkiers
118 |[Extinguishing System Standpipes
11C [Exit Signs/Emergency Lighting/Alarms Fire Protection Specialiies
110 |Asbesios/Hazardous Materials 04080 |Other Fire Prolection Systems
11E |Handicap Accessibility

16 |System 6 — Specialtios BA  [Toilet Partitions F [SPECIAL
68 age/Directories CONSTRUCTION
6C  |Fixed Seating/Risers & DEMOLITION
60 [ChailTackboards/Cabinets
6E |Fume Hoods F1050 [special Controls and Instrumentation
BF L
6G  [Cells and Visitor Cubicles
6H  |Ansul Hoods
6 [swimming Pool
17 F20 [Selective F2010 [Building Elements Demoltion
Building F2020 |t Comp
[Demalition
18 G |BUILDING G10 Praparation |G1010 [Site Clearing
ISITEWORK G1020 [Sile Demoiition and Relocations Site
G1030 [Earthwork
(G1040 |Hazardous Waste Remediation
19
20
21
S
22
1B030'2_Design\04_Pre_Desigr of -FCA - Current vs. Future - 2018-06-12 - DLM - AH - v1.1.xlsx / Current vs. Fulure







Appendix E —
Differential Between
Insured CRV and
Project Cost CRV






Project Costs vs. Insurable Values

The variance in new construction costs/project costs and an appraised/scheduled insurable value can be
considerable and always exists, but to varying degrees. Project costs include many items that should not be
included in an insurable value, which can vary significantly from project to project. Typically, and as a mean
for the range of difference between those two costs, 25% is about average. Project costs are often placed on
a property schedule as the insurable value and in almost all cases, the Member is then over insured. One way
of protecting your Members from this is to review the contractor’s breakdown or line item list of construction
costs from the project, or contact your appraisal partner to assist in this effort so that the non-recurring
aspects of construction can be extracted from the value. Consider this as new construction occurs and reach
out to AssetWorks as needed for guidance on this topic.

Common examples of aspects of construction not applicable to an insurable value include:

+Demolition of the previous structure + Claim settlements

+ Movement of assets/contents + Utility service to the site

+ Purchase of ancillary/support structures 4 Furnishings purchases

+ Landscaping + Other land improvements
+ Exterior free-standing signage/marquees + Advertising costs

+ Fencing/Lighting + Contingency reserves

+ Parking lot/walkways construction + Unique miscellaneous costs

Appraisal valuations would include the removal of the specific costs listed above to arrive at an insurable
value but for appraisals in general, and as a basic guide, the values include/do not include the following:

Included Values Excluded Values

Material and Labor Costs Land Acquisition

Normal Site Preparation Land/Site Improvements
Utilities from Structure to Lot Line Offsite Contents

Normal Architects and Engineers Costs Building Contents
Contractors Overhead and Insurance Marketing Costs

Unique Building Features Discounts and Bonuses
Permitting/Inspection Fees Complex Financing Schemes

Related to costs not applicable to an insurable value for existing buildings are insurance “Exclusions”, a term
referring to the non-insurable aspects of a building. The concept is that in the event of a loss, these parts of
the structure would remain intact. Typically Exclusions would be in the 4% - 6% range of a buildings
replacement cost and applies to the portions of the buildings that are at or below grade. Common building
components in this category include the concrete slab, underground piping and wiring. Exclusions are
subtracted from a New Replacement Cost (NRC) to form a New Replacement Cost Less Exclusions (NRCLE)
which depending on the property coverage policy may equate to an insurable value. In seismically prone
areas, earthquake coverage can be involved and public entities may opt to not apply exclusions for scheduled
buildings since the entirety of the structure is at risk in a seismic event.
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