DEFERRED MAINTENANCE AND CONSTRUCTION NEEDS TASK FORCE

MINUTES

September 29, 2005 

Chairman DePue called the meeting to order at approximately 9:04 a.m.  The following members were present:  Chairman DePue, Rep. Liebmann, Sen. Coates, Sen. Bass and Col. Richards.  Claudia San Pedro and Gary Jones were absent.

Chairman DePue recognized and welcomed Senator Bass and Col. Richards to the meeting.  Col. Richards was recognized for remarks.  Col. Richards reminded the Task Force that deferred maintenance needs exceeds $4.5 billion across the state and that the state has done a poor job of paying for maintenance.  He expressed that the Department of Central Services leases 2 million square feet of office space, with 750,000 square feet of that space in Oklahoma City.  The approximate cost to lease is $9 per square foot and the cost is severely deflated from the private market price.  He also discussed possible ways to approach funding maintenance, including the options of using lease to build mechanisms or energy management mechanisms.  Energy management mechanisms use technology to cut energy usage and apply those savings to maintenance.  There are private companies who guarantee cost savings through the use of their products and reimburse the state if the savings are not realized.  Another interesting approach has been attempted in Arizona, Washington and Utah.  In those states, the state enters into pacts with private corporations to carry debt construction costs and lease property back to the state on a lease purchase agreement.  Col. Richards emphasized that the Department of Central Services is spending more and more money on deferred maintenance to fix serious problems.

Chairman DePue recognized Dave Brown who released a handout on requests received from agencies on deferred maintenance needs.  Most agencies had responded with the exception of the Department of Health and the Department of Corrections.  

Senator Coates was recognized to present information on the role of Higher Education in relation to the Task Forces efforts.  Senator Coates recognized Terry McKenna of the Senate staff who provided an overview that the Oklahoma State Regents for Higher Education is given constitutional and statutory authority to design, construct and maintain buildings and any appropriations to Higher Education from the Legislature are expended as the Regents determine.  Greg Sawyer, Associate Vice Chancellor for Budget and Finance for the Regents offered to provide additional information and a breakout of deferred versus renovation needs of the $3.8 billion request from the Regents.  Robert Thompson, General Counsel for the Senate, assessed that the Task Force should recognize that the Legislature is prohibited from directing appropriations that are under the control of the Regents once appropriated but that Higher Education needs should be considered within the larger picture of state deferred maintenance and construction needs.  He suggested that the Task Force may consider a parallel track for Higher Education needs once the Task Force completes its work.
Chairman DePue recommended setting the issue of Higher Education aside for the time being and that the Task Force should focus on other state buildings first.  The Task Force was in agreement.

Mark Tygret of the House Office of Budget and Oversight was recognized to present information gathered from a subcommittee meeting held with Chairman DePue, Rep. Liebmann, Jim Joseph and Tim Martin.  Mr. Tygret presented information on the different ways financing could be accomplished to meet the deferred maintenance and construction needs of state agencies.   The options could be a “pay as you go” option which has been used in the past with mixed results or to do a capital finance structure with bonds.  The recommendation on how best to finance the needs are assigned to the Task Force and will be addressed in the final report.  There are approximately $78 million in critical asset needs and $24 million in health and safety needs which must be addressed within the state building infrastructure.  
Chairman DePue asked that Col. Richard and Dave Brown bring information on industry standards on the cost of maintenance in the private sector to the next meeting on October 6th so that the Task Force can compare with existing costs of maintenance of state controlled buildings.

Chairman DePue provided a list of prioritization suggestions for deferred maintenance and asked that the Task Force review the list and make any suggestions for ranking or additional inclusions.

Chairman DePue asked that Senator Bass and Dave Brown work with the chair in organizing the prioritized list of needs provided by the Department of Central Services.

Chairman DePue asked that Gene Lidyard bring a summary of the Risk Management presentation so that it may be included in the final report of the Task Force.

Chairman DePue reminded the Task Force that the next meeting will be held at 9:00 a.m. on October 6th.

Chairman DePue adjourned the meeting at approximately 10:15 a.m.
