FLORIDA BOARD OF GOVERNORS
NOTICE OF PROPOSED AMENDED REGULATION

DATE: June 23, 2023
REGULATION NUMBER AND TITLE: 14.002, Reserves for New Construction
SUMMARY:

Regulation 14.002, Reserves for New Construction, is proposed to be amended for the
following reasons:

e |t clarifies that, for the purpose of this Regulation, “new construction” refers to
free-standing/stand-alone E&G facilities, i.e., it is not intended to include
‘additions’ or ‘expansions’ of existing facilities.

e It requires that earnings accrued on Reserve balances are not to be used on
other projects and may not be used to offset the required annual contribution.

e |t excludes ‘Minor Facilities’ from the Reserve Escrow requirement.
FULL TEXT OF THE REGULATION IS INCLUDED WITH THIS NOTICE.

AUTHORITY TO PROPOSE REGULATION(S): Section 7(d), Art. IX, Fla. Const.; BOG
Regulation Development Procedure dated March 23, 2006.

THE BOARD OF GOVERNORS’ OFFICIAL INITIATING THE PROPOSED
REGULATION: Kevin Pichard, Director, Finance and Facilities

COMMENTS REGARDING THE PROPOSED REGULATION SHOULD BE
SUBMITTED WITHIN 14 DAYS OF THE DATE OF THIS NOTICE TO THE CONTACT
PERSON IDENTIFIED BELOW. The comments must identify the regulation on which you
are commenting:

General Counsel, Board of Governors, State University System, 200 W. College
Avenue, Suite 216, Tallahassee, Florida 32301, (850) 245-0466 (phone),
(850) 245-9685 (fax), or generalcounsel@flbog.edu.



mailto:generalcounsel@flbog.edu

14.002 Reserves for New Construction

(1) To enhance the requirements in Section 1001.706(12)(c), Florida Statutes, for
any new construction of an free-standing/stand-alone eEducation & gGeneral
(E&G) fFacility, funded in whole or in part with State appropriations, the university
must institute a plan to reserve funds in an escrow account, specific to the project,
into which shall be deposited each year an amount of funds equal to two percent
(2.0%) of the total value of the building.

(2) For the purpose of establishing annual reserve contribution, the building value
should be based on total construction cost or insurable value upon construction
completion, whichever is greater._Annual earnings on an reserve escrow may not
be used to offset the required annual contribution.

(3) The required 2.0% annual contribution is inclusive of the 1% required
pursuant to Section 1001.706(12)(c), Florida Statutes.

(4) The established reserve must be dedicated to the project/facility. Reserve
funds, as well as accrued earnings thereon, are not to be expended on other
projects/facilities.

(5) The university is responsible for keeping a detailed account of each reserve,
to include, at a minimum, the project/facility to which it is dedicated, the dollar
amount and source of annual deposits, accrued balance, and the dollar amount
and use of any expenditures. The university shall report this information to the
board of trustees on an annual basis.

(6) This regulation is effective July 1, 2022, and applicable to any new
construction project of an free-standing/stand-alone E&G Facility where
construction is initiated on or after July 1, 2022, excluding Minor Facilities.

Authority: Section 7(d), Art. IX, Fla. Const., History — Adopted 3-30-22, Amended
XX-XX-23.




