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Proposed law requires nonstate entities that are receiving funding for construction of a new project through the Capital Outlay Act to
establish, fund, and maintain an escrow account to be used exclusively for costs associated with the long-term major capital maintenance
of the project; requires the escrow account be a condition of the cooperative endeavor agreement between the nonstate entity and the
Office of Facility Planning and Control; provides that nonstate entities shall maintain the escrow account until the project is disposed of by
the nonstate entities or thirty years have passed, or after the balance reaches the minimum requirement and all funds are expended on
long term maintenance; provides for the funding requirements of the escrow account; and provides that if the nonstate entity fails to
establish, fund, and maintain an escrow account then: (1) the project is deemed not feasible by the Office of Facility Control and Planning;
(2) the project and future project submitted by the nonstate entity shall not be included in the Capital Outlay Act; and (3) an audit finding
of noncompliance by the Legislative Auditor. Proposed law provides for exemptions for certain projects and requires the Division of
Administration to promulgate rules for implementation of proposed law.

Proposed law may result in a significant increase in local funds for nonstate entities to establish, fund, and maintain escrow
accounts. Under current law, nonstate entities are required to provide evidence of their ability to provide at least 3% of the
total requested amount of funding to be used for long-term maintenance of the project. Proposed law instead requires
nonstate entities that receive capital outlay funding for construction of a new project to establish, fund, and maintain escrow
account to be used for long-term maintenance of the project. The escrow account is required to be a separate interest baring
account containing at least 3% of the total project costs. Nonstate entities are required to deposit an additional 0.5% each
year thereafter until the balance reaches a minimum of 10% of the total project costs.

If nonstate entities were not setting aside and/or funding long-term maintenance of projects previously, then they are likely
to experience a significant increase in expenditures to fund the escrow accounts, thereby obligating funds for long-term
maintenance. It is not possible to discern the burden of proposed law on nonstate entities. Any impact is likely to be
situational based on the total costs of the project, the number of project each nonstate entity has, and the workload increase
necessary for entities to establish and maintain each account. To the extent nonstate entities are able to set aside funds,
then the increase in expenditures may not be realized.

There is no anticipated direct material effect on governmental revenues as a result of this measure.
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