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Executive Summary
Who are we and what do we do
The Department of Administration’s (Admin), Plant Management Division’s (PMD’s) purpose is
to provide well-functioning facilities management services to the State Capitol Complex and
select other buildings. PMD operates and maintains 23 buildings and 31 parking facilities on
the 140 acre Capitol Complex and at select locations elsewhere in the Twin Cities and the State
of Minnesota. PMD strives to provide the best value to our customers by ensuring that our
services are responsive, responsible, and cost effective in order to keep the buildings it
operates in sound condition while keeping lease rates as low as possible.
What are our goals for next year
Admin’s mission is to benefit all Minnesotans by leading innovation, creating solutions, and
providing exceptional services by emphasizing:
 diversity and inclusion,
 customer satisfaction,
 technology optimization,
 sustainability,
 employee engagement, and
 best value.
PMD has developed Specific, Measurable, Achievable, Relevant, and Timely (SMART) objectives
that include:
 Update the recycling program in all buildings to include composting organics
 Train and develop 3 Project Search interns for future employment
 Partner with Minneapolis Community and Technical College (MCTC) and Project for Pride in
Living (PPL) to sponsor 3 interns and hire 1 Building Operations Technician apprentice
 Plant and nurture at least 4 Pollinator Gardens throughout our 40 acres of green space
 Reopen the State Capitol Building by January 2017
What are our proposed rates
The proposed rates reflect overall increases of 3.4% each year in FY 2018 and FY 2019.
Comparing FY 2019 to FY 2017 rates:
 5 buildings have no rate change: Ely Revenue, Governor’s Residence, Minnesota History
Center, and State Office Building
 14 buildings have rate increases: 321 Grove Building 2, 691 N. Robert, Administration,
Ag/Health Lab, Andersen, BCA Maryland, Centennial, Fleet & Surplus Services, Freeman,
Judicial, Retirement Systems, Stassen, Transportation, and Veterans Service buildings
 3 buildings have no rates: 321 Grove Building 1, Ford, and Power House
 An interim rate request for the State Capitol Building will be submitted in the next few
months as additional information regarding building operations and maintenance needs are
understood.
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See page 26 for detailed rates.
What are our successes, challenges, along with economic and legislative impacts
Successes
 PMD reduced overall energy consumption from FY 2008 to FY 2016 by 29.9% (24.3% after
weather normalization)
 Minnesota Senate Building (MSB) successfully opened in January 2016
Challenges
We have experienced problems with water intrusion in several buildings over the past few
years.
Economic Impacts
Due to the large pay gap between the private and public sector, we have been unable to fill
several of our trades positions.
Legislative Impacts
As directed by the Laws of 2015, Chapter 77, Article 2, Section 80, Admin will be submitting a
report to the legislature by January 15, 2017 regarding In Lieu of Rent appropriation.
What is our projected FY 2018 financial activity
Revenue
Expenses
Year-end Retained Earnings
Working Capital
Full Time Equivalents
Overall Rate Change

$69,256,015
$70,468,004
$8,157,325
$9,458,931
251.64
3.4%

What is our projected FY 2019 financial activity
Revenue
Expenses
Year-end Retained Earnings
Working Capital
Full Time Equivalents
Overall Rate Change

$71,644,364
$70,035,789
$9,765,901
$9,384,589
251.64
3.4%
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The Business
Description of Business
How was the business created
 Statutory authority – M.S. 16B.24 and M.S. 16B.48
 Year created – 1986
 Purpose – To preserve the state’s assets and provide building conditions that result in
tenant comfort and satisfaction
 Type of fund – Internal Service Fund
What are significant historical changes
Leases changed from a general funded operation to an Internal Service Fund in 1986 for the
following reasons:
 As a general fund, Leases was not adequately funded to maintain the facilities at a level that
would protect and preserve the state’s assets
 To help ensure state agency budgets reflected the full cost of their operations
 To maximize federal participation
In response to the state’s significant budget deficiencies in 2004, biennial budget rent
adjustments are no longer automatically provided to state agencies. Since that time, agencies
may keep any rent savings that are realized and are expected to absorb any rent increases.
Starting in 2004, the lease rate methodology was to set rates so there were no overall rate
increases each biennium. Therefore, to offset buildings that required rate increases, other
building rates were lowered. This created lease rates in some buildings that were not reflective
of actual costs or building needs.
Beginning in FY 2016, PMD implemented a rate setting approach that focuses on managing
finances on a by-building basis rather than from an overall fund perspective. This allows us to
set rates that are more predictable for our tenant agencies and helps match revenues to
expenses. PMD continues to focus on holding expenses and rates down while preserving the
state’s assets and providing building conditions that result in tenant comfort and satisfaction.
However, because of the focus on keeping retained earnings balance in each building equal to
working capital, we continue to have challenges with fluctuating rates. Building repairs are not
predictable; this has been especially evident over the past few years in relation to water
intrusion issues.
What are significant aspects of the business
PMD maintains and operates 4.7 million gross square feet in 23 buildings. This includes 20
buildings under PMD’s custodial control as well as the Minnesota History Center, Retirement
Systems Building, and Fleet and Surplus Services Building. PMD’s Leases activity delivers
consistent, quality services to ensure cost-effective, clean, safe, and environmentally sound
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facilities and grounds. Leases provides housekeeping, engineering, building management,
waste removal, general recycling, grounds maintenance, snow removal, trade and repair
services, provision of utilities, event permitting and coordination, cafeteria oversight, and
environmental and fire/life/safety systems. PMD also maintains the ceremonial grounds and
monuments and memorials as a showplace for all Capitol Complex tenants, visitors, and
Minnesota citizens.
PMD strives to ensure our buildings are well maintained, clean, and comfortable while keeping
rates low. Many projects have recently been completed or are currently in process to help
achieve this goal including:
 Replace obsolete fire alarm systems, for which replacement parts were no longer available
for purchase, at Centennial, Judicial, Retirement Systems, Transportation, and Veterans
Service buildings
 Water/air intrusion repairs at BCA Maryland, Judicial Center, Freeman, and Veterans Service
buildings to fix leaks and maintain structural integrity
 Install fall protection tie offs in several buildings to improve safety and meet current building
code requirements
 Generator replacement and mechanical updates at Ely Revenue to improve building
operations and tenant comfort
 Replaced failing Ag/Health Lab heat wheels for improved efficiency and reliability
 Improved access to mechanical and electric equipment to address safety concerns
Each biennium, Admin requests a general fund appropriation In-Lieu-of-Rent which serves as a
pass-through account for entities that do not directly pay for their leased space. In-Lieu-of-Rent
includes three distinct components:
 Ceremonial - space in the State Capitol Building such as the Rotunda, the Governor’s
Residence, and the ceremonial grounds including monuments and memorials
 Rent Waived - space in the State Capitol, State Office, and Veterans Service buildings
occupied by the House of Representatives, Senate, Revisor of Statutes, Legislative Reference
Library, and congressionally chartered veterans organizations
 Services for the Blind - space occupied by blind vending operators in buildings under PMD’s
custodial control
What are the location, hours, and website
Administration Building
50 Sherburne Avenue, Room G10
St. Paul, MN 55155
PMD staff are housed throughout the buildings it manages.
PMD’s Service Line (651.201.2300) operates 7 am to 4:30 pm M-F excluding state holidays.
Many buildings operate extended hours.
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Website: http://mn.gov/admin/government/buildings-grounds/
What are the partnerships
 Through a partnership with MN Pollution Control Agency (MPCA) and the Minnesota
Chamber of Commerce’s Waste Wise Foundation, PMD is modernizing our recycling
program as we increase recycling rates and work toward becoming a zero-waste workplace.
 Through a partnership with MCTC and PPL, PMD will help empower low-income people to
become self-reliant by sponsoring 3 interns.
 Through a partnership with the Governor’s Office and Project Search, we will help youth
with disabilities make a successful transition from school to adult life by sponsoring 3
interns.
What are our strengths, weaknesses, opportunities, and threats/risks/vulnerabilities
Strengths
PMD’s highly skilled employees are committed to preserving the state’s assets. Their building
knowledge and understanding of the business needs of their customers allows PMD to focus on
the long–term effects of providing value and maintaining and improving the buildings.
Weaknesses
Holding overall lease rates steady for over a decade created rates in some buildings that are not
reflective of true costs and building needs. Since increasing rates drastically is difficult for our
agency tenants, these rates are being increased gradually which is creating challenges
scheduling needed repairs and improvements in some buildings.
Opportunities
We are working with Xcel Energy to purchase one third of our base electricity load through
their Green Electricity Portfolio program (solar and wind farms).
Threats/risks/vulnerabilities
 Security concerns as identified by the Advisory Committee on Capitol Area Security
 Governor’s Residence, State Office, and Centennial Office buildings are in need of major
renovations
What other key/significant business/financial information is important to our business
The State Capitol Building is in the final stages of an historic $310 million restoration project.
The project, which began fall 2013, will be completed in January 2017.
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Products and Services
What are our main products/services and the benefits to customer
Services provided by Leases include:
 Janitorial Services – cleaning and sanitizing of offices, laboratories, museums, lobbies,
conference rooms, and restrooms
 Maintenance Engineering – maintenance and repair of facilities and their components,
including lighting, heating, cooling, mechanical, and pneumatic systems
 Building Management Services – oversight of construction and renovation projects;
environmental issues; indoor air quality; recycling, reuse, and sustainability; and integrated
pest management
 Maintenance & Leasehold – preventative maintenance type projects such as replacement of
carpet, window blinds, and sidewalks; painting; duct cleaning; and tuckpointing
 Utilities – heating, cooling, humidity control, water and sewage, and electrical
 Specialized Utilities – electrical and cooling utilities beyond normal office usage is billed to
tenants as a fee-for-service based on actual usage
 Asset Preservation Program – management of asset preservation program outlining
required facility repairs
 Building Replacement Funds – management of asset preservation funds to be used for
future building repairs at the Andersen and Freeman buildings. The original construction of
these buildings was financed by the Saint Paul Port Authority. This program will be
expanded to include MSB which was financed with state revenue bonds.
 Carpentry/Paint Shop – repair and maintenance related to carpentry, painting, and
plastering including building interior/exterior finishes, signage, and casework
 Pipe Shop – repair and maintenance related to plumbing, steam fitting, refrigeration, and
sheet metal including domestic water systems, waste and storm sewers, heating and chilled
water systems, air conditioning, and coordination of sprinkler systems repairs
 Electric/Machine Shop – repair and maintenance related to electrical and machinist work
including primary high, medium, and low voltage systems; all mechanical/electrical
equipment; keys; door hardware; locks; and specialized machining of parts
 Grounds – development, implementation, and monitoring of the grounds maintenance
program including landscaping and snow removal
 Ceremonial Grounds – maintenance of ceremonial grounds, monuments, and memorials
 Recycling Program – collection and removal of organics, paper products, cans, bottles and
plastics, and pallets
 Waste Removal – collection and removal of solid waste
 PMD Service Line – one call for all PMD service requests such as temperature, lighting,
elevator, and snow removal issues (651.201.2300)
 Fire/Life Safety – installation, monitoring, repair, and replacement of building electronic
systems and devices such as high/low temperature alarms, keycard readers, and motion
detectors
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Security Services – in cooperation with the Department of Public Safety Capitol Security,
maintenance of perimeter security devices including cameras, door entry systems, card
reader devices, and security devices in common areas
Computer Assisted Facilities Management System – electronic work order system for
preventative maintenance and on-demand work
Shared Conference Rooms – availability and scheduling of shared conference rooms for
tenants during normal business hours in Administration, Centennial, and Veterans Service
buildings
Cafeterias – oversight of contract for cafeteria services in select buildings
Special Event Permits – special event coordination and issuance of permits for public rallies
and events
Licenses – fees for media equipment
Evaluation of Performance – evaluation of services through building tours, facility condition
audits, customer surveys, and computer assisted facilities management program
After-hours Heating and Cooling – upon prior PMD approval, based on need, PMD may
provide after-hours heating or cooling for specific one-time tenant requests. Tenants will
reimburse PMD based on usage.

What are our major changes
We are not aware of any state need for 321 Grove Building 1 upon completion of the Capitol
Restoration project. It is anticipated that this building will be sold through the state surplus
building process.
Upon completion of the Capitol Restoration project, it is expected that PMD will begin allowing
wine and beer sales in the Rathskeller (Capitol cafeteria) as authorized by the Laws of 2013,
Chapter 137, Article 4, Section 6 which amended the Laws of 2001, Chapter 193, Section 10. It is
also expected the State Capitol Building will be available for after-hours events. PMD will
submit an Interim Rate Request related to Capitol events when impacts are better understood.
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Marketing
Who are our target audiences/customers
Leases customers are the state agencies, employees, visitors, legislators, and media in the
buildings managed by PMD. The majority of PMD buildings are located in the Capitol Complex,
but there are also buildings at 321 Grove, the BCA Building on Maryland Ave., Retirement
Systems Building on Empire Drive, Governor’s Residence on Summit Ave., and the Ely Revenue
Building.
Who are our key customers

FY 2016 Revenue by Customer
Human Services
$9,676,371
17%

Other Customers
$23,761,536
40%

Health
$8,618,406
15%

Historical Society
$6,574,109
11%
Revenue
$4,960,983
8%

Agriculture
$5,332,673
9%

What is changing the customer base and how
Over the past four reporting years (2011-2015), the number of tenants in our buildings has
increased by 1,000 (13%). Additional tenants lead to increased expenses in such areas as:
 Increased electrical usage for plug load
 Additional heat load resulting in increased cooling demand
 Increased restroom supplies
 Increase in general building maintenance for items such as toilet flush valves, door hinges,
and increased wear and tear on buildings
 Increased need for janitorial staff as described later in this plan (see page 44)
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Greater efficiency in space usage, by maximizing building occupancy, is beneficial even though
the rate per square foot is increasing. For example, state agencies have reduced commercial
lease space and consolidated employees in PMD managed buildings.
What have we heard from our customers
As part of Admin’s Performance Management Process, PMD monitors performance through
annual customer surveys and management building tours. These measures provide PMD with
an assessment of performance from both the operational and tenant perspective and assist in
improving services. These tools help PMD:








Identify areas in which PMD can improve the level of service
Receive and respond to customer feedback
Assess the general condition of the building
Identify and initiate work orders for items requiring repair or maintenance
Identify items to be added to the deferred maintenance list
Ensure that tenants are provided a clean, safe and environmentally sound work place
Document and produce reports of the division’s assessment activity for departmental review

See page 55 for results of customer surveys and building tours.
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Competition
Who is our competition
Property management companies provide services that are similar to PMD’s Leases activity.
Because of numerous differences in the lease rates for state owned buildings and non-state
owned buildings, valid comparisons cannot be made between these rates without appropriate
recognition of the differences and adjustments made accordingly. For example, PMD has rules
and regulations to follow, such as state procurement laws and labor mandates; pays employees
union wages and benefits; and pays statewide indirect costs, bond interest, and building
depreciation. Non-state owned buildings pay real estate taxes and debt service. In addition,
some PMD operated buildings are not standard office buildings and require different service
levels such as the State Capitol Building, Minnesota History Center, Governor’s Residence, BCA
Maryland Laboratory, and Agriculture/Health Laboratory. PMD strives to operate their
buildings at high service levels commensurate with owner occupied buildings focusing on the
long-term benefits of maintaining and improving the buildings. This is not always the focus with
commercial building management firms that do not occupy the buildings they manage as profit
maximization is the prime motivating factor.
How do our rates compare
The chart below lists FY 2016 office lease rates for state agencies in privately owned buildings in
St. Paul. PMD’s rates can be found on page 26.
Office Rates of State Agencies in Privately Owned Space in St. Paul
Building
Rate per SF
(as of 2/2/16)
81 on Seventh
$22.40
th
180 5 St E
$21.00
443 Lafayette Rd (DOLI)
$18.03
444 Lafayette Rd (DHS)
$20.29
500 Lafayette Rd (DNR)
$21.45
520 Lafayette Rd (PCA)
$18.47
DC-1 Warehouse
$14.81
First National Bank Building
$13.65 - $18.70
Golden Rule Building
$19.75 - $22.34
Landmark Towers
$21.85
Metro Square Building
$18.10
Park Square Court
$17.69 - $18.00
Town Square
$21.88 - $22.38
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Financial Outlook
What is our current overall financial health
As mentioned in last biennium’s Lease Business Plan, holding overall lease rates steady over a
twelve year period has created lease rates that are not reflective of true costs and building
needs. As PMD continues to invest in needed building repairs and improvements, rates are
expected to continue to increase in future years.
Building life expectancy, vacant space, breakeven rates, positive/negative retained earnings,
planned construction projects, and working capital are factors that are considered when
developing each building’s rate. The difference between actual revenues and expenses versus
budgeted amounts will be reflected in future lease rates.
The business plan is based on the following assumptions regarding occupied/vacant space:
 When the Senate and media tenants move back into the State Capitol Building upon
completion of the restoration project in mid FY 2017, the space they currently occupy in the
Centennial Office Building will become vacant.
 When the Governor’s office moves back to the State Capitol, the space they currently
occupy in the Veterans Service Building will be reassigned to another state agency.
 The State Office Building will remain fully occupied.
 No other changes in occupancy/vacancy levels through FY 2019.
 If any tenant vacates space, Admin may need to revise the rental rate for that facility and/or
explore alternative leasing options.
There are no FY 2018 or FY 2019 expenses included in this plan for 321 Grove Building 1 or the
Ford Building.
Leases information technology (IT) expenses have increased with the consolidation of state IT
services. The impact of this change for future years is unknown.
Admin’s Real Estate unit has had a long standing budget shortfall of $415,000 per year that has
been funded by Leases. These costs are included in this business plan but Admin is looking at
more appropriate methods of funding this shortfall.
A portion of the depreciation and bond interest collected through the rental rates are
transferred to a segregated Facility Repair and Replacement (FR&R) account in accordance with
§ 16B.24 subd. 5d. FR&R assists PMD in planning and budgeting for future cyclical repairs and
replacements that extend the useful life of the facilities and reduce the reliance on the capital
budget process. Preventive maintenance and planned, coordinated repair and replacements
are significantly less expensive than emergency repairs or full replacement of facilities.
What are the rate changes and why
The proposed rates reflect overall rate increases of 3.4% each year in FY 2018 and FY 2019.
There are rate increases in 14 buildings including significant percentage increases for tenant
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agency customers at Fleet and Surplus Services, Judicial Center, and Retirement Systems
buildings. Specific construction projects that have contributed to these increases include:
 Fleet and Surplus Services Building – upgraded zone manager
 Judicial Center – repairs for water intrusion, fire alarm system replacement, installation of
fall protection tie off, and carpet replacement
 Retirement Systems Building – fire alarm system replacement and upgraded zone manager
It is important to note, in each of these buildings there have been previous rate decreases for
reasons described on page 6. Specifically as it relates to these 3 buildings:
 Fleet and Surplus Services – when the rate was first established for this building in FY 2011,
the rate was $12.00 – equal to the FY 2018 rate and $2 less than the FY 2019 rate. This
reflects a 17% rate increase over 8 years.
 Judicial Center – FY 2003 rate was $24.63, so the rate of $19.95 in FY 2019 reflects a 19%
decrease over a 16 year period.
 Retirement Systems Building – FY 2003 rate was $10.93 so the rate of $12.90 in FY 2019
reflects an 18% increase over a 16 year period.
Assuming the same square footage as currently occupied, the five largest customers will pay
3.6% more in FY 2018 than in FY 2017. In FY 2019, they will pay 3.3% more than they will in FY
2018. These customers will pay 6.1% more in the FY 2018/2019 biennium than they did in the
FY 2016/2017 biennium.
How will the proposed rates impact our financial health

Beginning Retained Earnings
Change in Retained Earnings
Ending Retained Earnings

FY 2018
$9,369,314
($1,211,989)
$8,157,325

FY 2019
$8,157,325
$1,608,575
$9,765,901

How will our proposed rates impact our customers
Projected Impact on 5 Largest Customers

Customer
Dept of Human Services
Dept of Health
Minn Historical Society
Dept of Agriculture
Dept of Revenue
Total

Increase/(Decrease) Increase/(Decrease)
FY 2017 to FY 2018 FY 2018 to FY 2019
$629,228
$517,499
$379,593
$373,376
$17
$0
$183,481
$218,953
$56,171
$58,492
$1,248,490
$1,168,320

Increase/(Decrease)
From FY 2016/2017
to FY 2018/2019
$1,840,142
$1,292,636
$33
$672,961
$352,159
$4,157,931
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No rate matrix for 321 Grove Building 1 is included in this plan. This building is being used as a
temporary storage facility and project management office for the Capitol Restoration project
until January 2017. If Capitol Restoration completion is delayed and the building remains in use
during FY 2018, the rate approved for FY 2017 will apply.
PMD has several long-standing license agreements with media organizations that have
equipment on state property which allows them to transmit news regarding state government
activities.
There are times when tenants have a need for renovation projects that are beyond the scope of
the lease agreement and the agency may not have the money to fund the entire project in one
year. Occasionally, PMD will pay the tenant renovation expenses and amortize the cost of the
project back to the tenants for up to five years. These projects are based on availability of
funding and require approval from MMB.

16 | P a g e

Financial Data
Assumptions for Rate Matrix
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Rate Matrix –FY 2018
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Rate Matrix – FY 2019

22 | P a g e

23 | P a g e

24 | P a g e

25 | P a g e

Rate Proposal/Comparison

26 | P a g e

Rate Matrix Computation
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Six Year Rate Comparison
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History and Proforma – FY 2018
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History and Proforma – FY 2019
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Capital Asset & Technology Purchases – FY 2018
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Capital Asset & Technology Purchases – FY 2019
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SWIFT Spending Plan – FY 2018

33 | P a g e

SWIFT Spending Plan – FY 2019
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Financial Statement
Statement of Net Position
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Statement of Revenues, Expenses and Changes in Net Position
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Statement of Cash Flows
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Budget to Actual Comparison
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Footnotes to Financial Statements
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Statement of Revenues, Expenses and Changes in Retained Earnings by Cost
Center
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Supporting Information
Organization Chart
Leases’ budgeted FTE for FY 2018 and FY 2019 is 251.64 which is an increase of 7.25 FTE from
the FY 2016 and FY 2017 FTE of 244.39. This change is mainly due to the 7 new positions
described below. The remaining change is due to PMD staff charging time to other businesses
based on actual time worked.
During the 2010 legislative session, Chapter 215 included language that required the
Commissioner of Minnesota Management and Budget (MMB) to allocate a reduction of $3
million to operating budgets of executive branch state agencies. As a result, PMD enacted lease
rate reductions totaling $1 million, effective Fiscal Year 2011. These savings were achieved by
reducing 20 janitorial FTE.
Since implementation of the reduced staffing levels in July 2010, PMD has struggled to
effectively maintain facilities. Daily cleaning work is being accomplished, but monthly and
annual work is not consistently being completed, most notably in the areas of restroom
cleaning and floor work. This has resulted in a visible decrease in cleanliness and an increase in
customer complaints.
Last biennium, PMD requested approval to hire 13 additional General Maintenance Workers
(GMW) and received approval to hire 9. These additional GMWs have allowed PMD to properly
meet our cleaning obligations in the buildings for which additional staff were approved.
At this time, we are requesting approval to hire the 4 remaining GMWs plus 1 additional GMW
to help ensure all buildings under our custodial control are properly maintained. The additional
GMWs will be assigned as follows:
 Andersen Building (2)
 Stassen Building (1)
 Transportation Building (2)
Other FTE changes since Leases’ last rate package include the addition of 1 Plumber in FY 2018
and a PPL apprentice Building Operations Technician in FY 2017. The Plumber will work nights
and weekends to maintain 24/7 coverage monitoring our buildings and systems which greatly
reduces the risk of damages caused by outages in unattended buildings.
PMD’s organizational chart is shown on the next page.
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PMD
Plant Mgmt Director

Building Manager
Itasca

Bldg Svc Itasca
Days

Building Manager
Whitewater

Bldg Svc
Whitewater/Days

Building Manager
Evenings

Tech Services
Manager

Bldg Serv Nights
Capitol/MSB

Pipe Shop

Bldg Serv Nights
SOB/RSB

Elec/Machine
Shop

Bldg Serv Nights
COB/Judicial Ctr

Engineering

Bldg Serv Nights
Ag/Health Lab/
Freeman

Automation

Bldg Serv Nights
Andersen/Admin

Grounds Support
Services

Grounds
Services

Central Mail/
MN Bookstore

Central Mail

MN Bookstore

Business
Operations

Office Services

Accounting

Financial
Analysis

Parking

Carp/Paint Shop

Bldg Serv Nights
History Center

Bldg Serv Nights
Transportation/
Veterans Service

Bldg Serv Nights
Stassen
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FY 2016/2017 Lease Exhibit B
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Customer Surveys and Building Tours
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