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JOINT COMMITTEE ON CAPITAL REVIEW 
  Tuesday, May 13, 2008 

  8:00 A.M. 
  House Hearing Room 4 

 
 
 

MEETING NOTICE 
 

- Call to Order 
  
- Approval of Minutes of December 18, 2007. 
  
- DIRECTOR'S REPORT (if necessary). 
  
1. COCHISE COMMUNITY COLLEGE DISTRICT - Review of Revenue Bond Projects. 
  
2. ARIZONA DEPARTMENT OF TRANSPORTATION  
 A.  Review of Grand Canyon Airport Modular Housing Project. 
 B.  Review of Sprinkler and Fire Alarm Systems Project. 
  
3. ARIZONA STATE UNIVERSITY - Review of Memorial Union Fire Renovations Bond 

Project. 
  
4. NORTHERN ARIZONA UNIVERSITY 
 A.  Review of Infrastructure Upgrades Bond Project. 
 B.  Review of New Residence Life Warehouse Bond Project. 
 C.  Review of Revised Applied Research Facility Bond Project at NAU-Yuma 
  

 
  
 
 
 
The Chairman reserves the right to set the order of the agenda. 
5/7/08 
sls 
 
People with disabilities may request accommodations such as interpreters, alternative formats, or assistance with physical accessibility.  
Requests for accommodations must be made with 72 hours prior notice.  If you require accommodations, please contact the JLBC Office 
at (602) 926-5491. 
 



 STATE OF ARIZONA  
   
 

Joint Committee on Capital Review 
 

STATE   HOUSE OF 
SENATE 1716 WEST ADAMS  REPRESENTATIVES 

 PHOENIX, ARIZONA 85007  
ROBERT L. BURNS  RUSSELL K. PEARCE 
  CHAIRMAN 2007 PHONE (602) 926-5491   CHAIRMAN 2008 
PAULA ABOUD  TOM BOONE 
AMANDA AGUIRRE FAX (602) 926-5416 TRISH L. GROE 
MARSHA ARZBERGER  JOHN KAVANAGH 
KAREN S. JOHNSON http://www.azleg.gov/jlbc.htm PHIL LOPES 
THAYER VERSCHOOR  DAVID LUJAN 
JIM WARING  DAVID SCHAPIRA 

 
MINUTES OF THE MEETING 

JOINT COMMITTEE ON CAPITAL REVIEW 
 

Tuesday, December 18, 2007 
The Chairman called the meeting to order at 1:35 p.m., Tuesday, December 18, 2007 in Senate Appropriations 
Room 109.  The following were present: 
 
Members: Senator Burns, Chairman Representative Pearce, Vice-Chairman 
 Senator Verschoor Representative Kavanagh 
 Senator Waring Representative Groe 
  Representative Lujan 
  Representative Schapira 
   
Absent: Senator Arzberger Representative Boone 
 Senator Aboud Representative Lopes 
 Senator Aguirre  
 Senator Johnson  
 
APPROVAL OF MINUTES 
 
Hearing no objections from the members of the Committee, Chairman Robert Burns stated the minutes of 
November 20, 2007 would stand approved. 
 
ARIZONA DEPARTMENT OF ADMINISTRATION - Review and Approval of Chapters 257 and 261 
Prison Bed, Prison Water, and Arizona State Hospital Forensic Unit Projects. 
 
Ms. Leatta McLaughlin, JLBC Staff, presented, for review and approval, the Arizona Department of 
Administration (ADOA) to issue a lease-purchase agreement worth $239 million for 3 projects.  Laws 2007, 
Chapter 261 authorizes ADOA to enter into a lease-purchase agreement for $200 million to construct 4,000 
prison beds, while Law 2007 Chapter 257 authorizes ADOA to enter into a lease-purchase agreement for $39 
million of which $6.8 million will be for prison water projects and $32.2 million will be for a new forensic unit 
at the Arizona State Hospital.  The JLBC Staff provided several options for the Committee to consider.  ADOA 
has requested the Committee to review 2 additional projects; however, the Chairman chose not to put these 
projects on the agenda since they have not received full legislative authorization. 
 
There was no discussion on this item. 
 
Representative Pearce moved that the Committee give a favorable review and approval for $239.0 million worth 
of Certificates of Participation (also known as COPs or lease-purchase) issuance for the 3 Chapters 257 and 261 
projects with the provision that ADOA report back to the Committee prior to the beginning of construction on the 
estimated scope and cost of the projects.  The motion carried. 
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ARIZONA DEPARTMENT OF ADMINISTRATION/LEGISLATIVE COUNCIL - Review and 
Approval of Land Purchase for State Archives and History Building. 
 
Ms. Leatta McLaughlin, JLBC Staff, presented for review and approval for ADOA to purchase 9,900 square 
feet of land for $130,000 that is adjacent to the Polly Rosenbaum State Archives and Library building.  The 
$130,000 purchase price is less than the appraisals and does not require an additional appropriation.  Laws 
2007, Chapter 44 authorizes ADOA to purchase this land with an existing appropriation.  The JLBC Staff 
recommends a favorable review. 
 
There was no discussion on this item. 
 
Representative Pearce moved that the Committee give a favorable review and approval as recommended by 
JLBC Staff to the $130,000 to purchase 9,900 square feet of land adjacent to the site of the Polly Rosenbaum 
State Archives and History Building.  The motion carried. 
 
ARIZONA STATE UNIVERSITY –  
 
A.  Review of Memorial Union Fire Renovations Bond Project. 
 
Ms. Leah Ruggieri, JLBC Staff, presented the Arizona State University (ASU) proposal to perform renovations 
at the Memorial Student Union at a total cost of $40 million.  The renovations are needed as a result of a fire 
that occurred in early November, the cause of which is still unknown.  ASU would issue bonds to finance $13 
million and anticipates insurance reimbursements will cover the remaining $27 million of the total $40 million 
project cost.  The JLBC Staff recommends a favorable review. 
 
There was no discussion on this item. 
 
Representative Pearce moved that the Committee give a favorable review as recommended by JLBC Staff to the 
$40.0 million Memorial Union Fire Renovations bond project with the following standard university financing 
provisions: 
 
• ASU shall report to the Committee before expenditure of any allocations that exceed the greater of $500,000 

or 10% of the reported contingency amount total for add-alternates that do not expand the scope of the 
project.  ASU shall also report to the Committee before any reallocation exceeding $500,000 among the 
individual planned renovations, renewals, or extensions. 
 

• ASU shall submit for Committee review any allocations that exceed the greater of $500,000 or 10% of the 
reported contingency amount total for add-alternates that expand the scope of the project.  In case of an 
emergency, ASU may immediately report on the scope and estimated cost of the emergency rather than 
submit the item for review.  JLBC Staff will inform the university if they do not concur with the emergency 
nature of the change in scope. 
 

• A favorable review by the Committee does not constitute endorsement of General Fund appropriations to 
offset any revenues that may be required for debt service, or any operations and maintenance costs when the 
project is complete.   

 
The motion carried. 
 
The Committee additionally recommends that ASU shall submit for review any change in the current $27.0 
million estimated insurance reimbursement amount in excess of $500,000 and a revised financing plan.   
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B.  Indoor Basketball Practice Facility Bond Project. 
 
Ms. Amy Strauss, JLBC Staff, presented the review of ASU’s proposed indoor basketball facility bond project.  
The total project costs are approximately $22 million which includes $20 million in bonds and the remaining $2 
million in gifts.  The JLBC Staff recommends a favorable review.   
 
There was no discussion on this item. 
 
Representative Pearce moved that the Committee give a favorable review as recommended by JLBC Staff to the 
$22.0 million indoor basketball practice facility financed with a total new revenue bond issuance of $19.8 million 
and $2.2 million from upfront cash gifts with the following standard university financing provisions: 
 
• ASU shall report to the Committee before expenditure of any allocations that exceed the greater of $500,000 

or 10% of the reported contingency amount total for add-alternates that do not expand the scope of the 
project.  ASU shall also report to the Committee before any reallocation exceeding $500,000 among the 
individual planned renovations, renewals, or extensions. 
 

• ASU shall submit for Committee review any allocations that exceed the greater of $500,000 or 10% of the 
reported contingency amount total for add-alternates that expand the scope of the project.  In case of an 
emergency, ASU may immediately report on the scope and estimated cost of the emergency rather than 
submit the item for review.  JLBC Staff will inform the university if they do not concur with the emergency 
nature of the change in scope. 
 

• A favorable review by the Committee does not constitute endorsement of General Fund appropriations to 
offset any revenues that may be required for debt service, or any operations and maintenance costs when the 
project is complete.   

 
The motion carried. 
 
UNIVERSITY OF ARIZONA – Review of Revised Scope of Deferred Renovation Bond Project. 
 
Ms. Leah Ruggieri, JLBC Staff, presented the University of Arizona (UA) reallocation of $4.1 million from the 
Deferred Renovation bond project.  This item was previously favorably reviewed by the Committee to replace 
an aging cooling tower on the campus.  One of the provisions adopted at that review required UA to submit for 
review any changes in the scope to the original project in excess of $100,000.  UA anticipates that the 
replacement will result in an annual savings of over $600,000 primarily in energy costs.  This reallocation 
overall will not increase the cost of the Deferred Renovation project as originally reviewed by the Committee.  
The JLBC Staff recommends a favorable review. 
 
There was no discussion on this item. 
 
Representative Pearce moved that the Committee give a favorable review as recommended by JLBC Staff to the 
reallocation of $4.1 million from the original list of Deferred Renovation projects for the replacement of an aging 
cooling tower on the main campus with the following standard university financing provisions:  
 
• UA shall report to the Committee before expenditure of any allocations that exceed the greater of $500,000 or 

10% of the reported contingency amount total for add alternates that do not expand the scope of the project.  
UA shall also report to the Committee before any reallocation exceeding $500,000 among the individual 
planned renovations, renewals, or extensions. 

 
• UA shall submit for Committee review any allocations that exceed the greater of $500,000 or 10% of the 

reported contingency amount total for add alternates that expand the scope of the project.  In case of an 
emergency, UA may immediately report on the scope and estimated cost of the emergency rather than submit 



- 4 - 
 

the item for review.  JLBC Staff will inform the university if they do not agree with the change of scope as an 
emergency. 

 
• A favorable review by the Committee does not constitute endorsement of General Fund appropriations to 

offset any auxiliary revenues that may be required for debt service, or any operations and maintenance costs 
when the project is complete.  Auxiliary funds derive from substantially self-supporting university activities, 
including student housing. 

 
• UA shall not use bonding to finance any repairs whose typical life span is less than the bond repayment 

period.  Such repairs include, but are not limited to, new flooring and painting.  The exceptions to this 
stipulation are circumstances where such repairs are required to complete a major renovation. 

 
The motion carried. 
 
ARIZONA STATE PARKS BOARD – Review of State Lake Improvement Fund Grants and Consider 
Approval of State Parks Enhancement Fund Projects. 
 
Mr. Art Smith, JLBC Staff, presented the review of the Arizona State Parks Board State Lake Improvement 
Fund (SLIF) projects and approval of State Parks Enhancement Fund (SPEF) projects.  SLIF provides funding 
for counties and local governments for land acquisition and capital projects on water where motorized boats are 
permitted.  Funding for SLIF comes from the gasoline taxes for boating and watercraft license taxes.  The 25 
grants and projects total $7.1 million of the SLIF request.  They include boat purchases and refurbishments, 
boating area renovations and improvements, leasehold acquisition and state parks projects.  SLIF items are for 
review by the Committee.   
 
SPEF provides funding for operating state parks and other capital projects as approved by the Committee.  
Funding from SPEF comes from admissions and concessions fees.  The 2 SPEF projects total $1 million for a 
new visitor center at Picacho Peak and a wastewater treatment facility at Slide Rock State Park.  SPEF items 
are for consideration of approval by the Committee.  The JLBC Staff provided several options for the 
Committee to consider. 
 
Discussion ensued on this item. 
 
Mr. Jay Ziemann, Assistant Director, Arizona State Parks Board, responded to member questions. 
 
Representative Pearce moved that the Committee give a favorable review to the Parks Board request for 25 
SLIF grants and projects totaling $7,104,400 with the condition that the favorable review does not constitute an 
endorsement of General Fund support of these projects in the future.  Also, approve the Parks Board request for 
$1,000,000 in SPEF monies for 2 State Parks capital projects.  The motion carried. 
 
Mr. Clifford Edey, La Paz County Board of Supervisors, and Mr. Mark Nexsen, Lake Havasu City Mayor, 
addressed their support of the SLIF projects to the Committee. 
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Without objection, the meeting adjourned at 2:05 p.m. 
 
Respectfully submitted: 
 
 
 

 
Yvette Medina, Secretary 

 
 
 

Leatta McLaughlin, Fiscal Analyst 
 
 
 

Senator Robert Burns, Chairman 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
NOTE:  A full audio recording of this meeting is available at the JLBC Staff Office, 1716 W. Adams.  A full 
video recording of this meeting is available at http://www.azleg.gov/jlbc/meeting.htm. 
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DATE:  May 8, 2008 
 
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leah Kritzer, Fiscal Analyst 
 
SUBJECT: Cochise Community College District – Review of Revenue Bond Projects 
 
Request 
 
A.R.S. § 15-1483 requires Committee review of any community college planned projects that will be 
funded with bond proceeds.  The Cochise Community College District requests Committee review of 
their $11.1 million bond projects.  The project would finance new student housing facilities and a science 
building on their Douglas campus with a total revenue bond issuance of $11.0 million and with $0.1 
million in district funds.   
 
In addition to the revenue bond issuance, Cochise has provided information on the issuance of its  
$15 million Pledged Revenue Obligation (PROs), also known as lease-purchase agreements.  Statute does 
not require Committee review of lease-purchase agreements.  There is, however, a potential legal question 
regarding whether Cochise can issue $15 million in PROs at one time.    
 
Recommendation 
 
The Committee has at least the following 2 options: 
 
1. A favorable review. 

 
2. An unfavorable review. 
 
At its April 8 meeting, the Cochise County Community College Governing Board approved the college’s 
plans to finance construction with $11.0 million in revenue bonds and $15.0 million in PROs.  Of the 
$11.0 million in revenue bonds, $8.0 million will fund a new student housing complex,  
$2.3 million will fund a new science building, and the remaining $0.7 million will fund bond issuance 
related costs.  The cumulative debt service payment for the 2 buildings over a 20-year period will be 
approximately $20.2 million, with an expected interest rate of about 5.3% which equates to approximately  
$9.2 million in interest payments.  The revenue bond debt service will be funded from tuition and student  
fees, dormitory fees, food service fees, and bookstore sales. 
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(Continued) 

Although the PROs issuance does not require formal Committee review, JLBC Staff would like to bring 
this issue to the Committee’s attention since it is part of Cochise’s submittal.  Cochise is planning on 
issuing $15 million in PROs, which would appear to exceed a $2.5 million annual cap on lease-purchase 
issuances in the community colleges statute.  The Cochise bond counsel, however, does not agree with 
this interpretation due to past community college lease-purchase issuance practice.  While the PROs are 
not subject to formal review, the Committee can still offer its recommendation on this issue.       
 
Beyond taking no action, the Committee could:  
 
1. Recommend that Cochise remain within the $2.5 million annual cap. 
 
2. Recommend that A.R.S. language be modified to match current practice. 
 
Analysis 
 
At its July 2006 meeting, the Committee gave a favorable review to Cochise Community College 
District’s proposed $87.7 million General Obligation (GO) bond issuance.  GO bond issuances require 
voter approval due to the fact the debt service is funded by a secondary property tax levy.  The bond 
issuance failed by a margin of 58% to 42% in the November 2006 general election.  As a result, the scope 
of the district’s master facilities plan has been changed, financing only projects that the district has 
defined as essential for its current population and no longer accommodating for growth.   
 
Since the GO bond issuance was not approved by the voters, the college plans to finance its projects using 
other mechanisms.  Cochise is now planning to finance their revised master facilities plan with 3 separate 
funding sources: revenue bonds, Pledged Revenue Obligations (lease-purchase agreements), and district 
cash reserves, none of which require voter approval.  The construction projects will take place on all 3 of 
Cochise’s campuses, for a total project cost of $46.5 million.   
 
Project Costs 
Cochise would contract these projects using Construction Manager at Risk (CMAR).  In CMAR, the 
college competitively selects a general contractor according to quality and experience.  The general 
contractor manages a construction project, including the associated architect and other subcontractors, 
from design to completion.  The general contractor chooses a qualified subcontractor for each trade based 
on price competition, selecting the lowest.  CMAR defines a guaranteed maximum price, after which the 
general contractor must absorb almost all cost increases, except those caused by scope changes or 
unknown site conditions.  Occasionally, in the case of substantial materials price inflation, a college will 
partially cover higher costs to maintain good contractor relations.  
 
Table 1 on the next page provides detail of the revenue bond expenditure plan, which would build a new 
student housing complex and science building in Douglas.  The total project cost of the revenue bond 
projects is $10.4 million, of which $10.3 million will be financed from the bond proceeds and $0.1 
million from local district funds.  Approximately $7.6 million would be allocated for direct construction 
costs, $880,000 for equipment and furniture, $838,000 for architecture and engineering fees, $915,000 for 
contingency, and $191,000 for CMAR Pre-Design Fees. Bond issuance related costs will be 
approximately $705,000, including any discounts and bond insurance.  Cochise will cover the operating 
and maintenance of the new facilities using operating funds.  
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(Continued) 

 
Student Housing Complex  
Cochise indicates that the current student housing complex on the Douglas campus cannot accommodate 
current electrical or computer access needs.  It is estimated that the cost to renovate these buildings would 
be higher than the cost of new buildings.  The proposed new student housing complex would have a range 
of 130 to 140 beds which would include a main housing building and a number of townhouse style and 
family housing units.  The college currently has 2 existing dormitories for accommodating approximately 
240 beds, with a current occupancy rate of 130 to 140 beds.  The current women’s dormitory must be 
demolished in order to complete phase 2 of construction, and the remaining dormitory will either be 
demolished or converted for other functions. 
 
The total project cost for the new student housing is approximately $8.0 million.  Cochise is estimating 
the project will be between 29,000 and 34,500 square feet, with a range of $230 - $280 project cost per 
square foot and a range of $170 - $200 direct construction cost per square foot.  In April 2007, the 
Committee favorably reviewed a Northern Arizona University (NAU) dormitory construction project at a 
project cost per square foot of $299.  The cost estimate for Cochise’s student housing appears reasonable.  
 
Science Building 
The college indicates that renovation of the current science building in Douglas would be costly and 
would require a 1-year suspension of science classes during the construction.  It believes that it could 
upgrade and expand more easily by instead constructing a new science building.  The proposed new 
building would include 4 science labs, which would also serve as classrooms, as well as additional 
storage and administrative space.  Once the new science building is completed, Cochise plans to renovate 
the current science building and convert it to a general academic building.   
 
The total project cost for the new 8,500 square foot science building is estimated at approximately  
$2.4 million for a $280 project cost per square foot and a direct construction cost per square foot of $210.  
In January 2007, the Committee favorably reviewed a Maricopa Community College District science 
building construction project at a total cost per square foot of $318.  The cost estimate for Cochise’s 
science building appears reasonable.   
 
Bond Issuances and Debt Service 
Cochise is hoping to issue its proposed revenue bonds in July 2008.  The $11.0 million bond issuance 
would have a 20-year payment term at an interest rate of 5.3% for a total cost of $20.2 million.  The 
revenue bonds would be funded from the following sources:  $17.6 million from tuition and fees,  
$1.5 million from food service fees, $720,000 from dormitory fees, and $330,000 from bookstore 
revenues.  Cochise indicates it will increase the dormitory fees once the student housing complex has 
been completed, charging the market rate for up-to-date student housing.  They have set their 2009 dorm 
fees at $491 a semester, but have not yet determined what dorm fees will be once the new dorms are 
completed.  Cochise states that the other revenue streams will not be adjusted to pay for the revenue 
bonds. 
 

Table 1 
Cochise Community College  

Estimated per Square Foot Costs 
Revenue Bond Projects 

Project 
Total  

Project Cost 
 

Square Feet 

Direct 
Construction 

Costs 

Direct 
Construction Cost
Per Square Foot 

Student Housing 
Complex $  8,028,000 29,000 - 34,500 $5,838,000 $170 - 200 /sf 

Science Building   2,419,000                 8,500   1,785,000 210/sf 
     

     TOTAL $10,447,000 37,500 - 43,000 $7,623,000 $180 - $200/sf 
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(Continued) 

Pledged Revenue Obligations 
Cochise plans on issuing PROs, which are a type of lease-purchase agreements, and do not require 
Committee review.  These plans were submitted to JCCR, as a part of Cochise’s overall expenditure plan.  
Total project costs related to the PROs issuance are $24.0 million, with $14.7 million in PROs revenue 
and $9.3 million in district funds.  The PROs will fund construction on both the Douglas and Sierra Vista 
campuses for 4 new buildings and renovate a number of existing buildings.  Direct construction costs total 
$18.1 million, which include construction labor and material costs.  Total project costs are $24.0, which 
include direct construction costs, architect fees, equipment costs, and contingency fees.  Table 2 provides 
detail of the PROs expenditure plan.    
 

Table 2 
Cochise Community College  

Estimated per Square Foot Costs 
Pledged Revenue Obligation (PROs) Projects 

Project 
Total  

Project Cost 
 

Square Feet 

Direct 
Construction 

Costs 

Direct Construction 
Cost Per  

Square Foot 
Student Union/Student  
    Services Building  $  8,733,000 31,100 $ 6,531,000 $210/sf 
Academic Building  5,717,000 25,000 4,200,000 170/sf 
Career Technical 

Education Building 2,166,000 10,500 1,680,000 160/sf 
Renovations to existing 

buildings   7,419,000         --    5,643,000 -- 
     

    TOTAL $24,035,000 66,600 $18,054,000 $190/sf 
 
Cochise plans to issue PROs in the amount of $15.0 million, of which $14.7 million is for direct projects 
costs and the remaining $0.3 million in issuance related costs.  The PROs have an expected interest rate of 
approximately 4.6% and a term of 15 years for a total payment of $21.3 million, funded in whole by 
tuition and fee revenues.   
 
Community college districts are authorized under A.R.S. § 15-1446 to enter into PROs.  Since 1988, 
statute has stated that “the amount of outstanding indebtedness due to acquisition of real property by 
lease-purchase for each district shall not exceed $2.5 million in any one year and $15.0 million in the 
aggregate.”  A literal reading of this statute would suggest that a community college district cannot enter 
into lease-purchase agreements greater than $2.5 million in any one year, and the total outstanding debt in 
any one year cannot be greater than $15 million.   
 
At the beginning of FY 2009, when Cochise plans on issuing $15 million in PROs, they will no longer 
have any outstanding debt from previous lease-purchase agreements.  Cochise plans on a single PRO 
issuance of $15 million, which could be in compliance with the $15 million aggregate cap set in statute.  
However, Cochise’s legal counsel’s interpretation of the $2.5 million annual statutory reference differs 
from the literal interpretation discussed above.  Cochise interprets statute to mean that the district cannot 
have an annual debt service payment exceeding $2.5 million in any single year.  Cochise believes that 
there is a $15 million cap on the total principal debt which can be issued at one time as long as the annual 
debt service payments do not exceed $2.5 million.  
 
In practice, this language has been interpreted differently by community college districts.  For example in 
FY 2002, 3 community colleges had outstanding lease-purchase agreements.  Of that outstanding debt, 
Mohave Community College had an original lease-purchase issuance amount of $5.6 million, Cochise 
Community College had an original issuance of $3 million, and Navajo Community College had an 
original issuance of $2.4 million.  
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Legislative Council believes the $2.5 million annual issuance cap represents the total debt that can be 
incurred in a given year.  If Cochise were to issue $15 million in PROs, they would be incurring $15 
million in debt in one year, which is over the $2.5 million annual limit but could be compliant with the 
$15 million aggregate cap.  Legislative Council does note that the difference in interpretation could 
indicate there is a discrepancy between actual statutory language and past community college practices 
regarding lease-purchase issuances.   
 
Summary 
Attachment 1 provides detail of the district’s overall expenditure plan, financed through revenue bonds, 
PROs, and district funds.  The construction projects will cost a total of approximately $46.5 million 
($34.2 million in new project expenditures + $12.3 million in renovated project expenditures).  These 
projects represent Cochise Community College District’s revised master facilities plan at its Sierra Vista, 
Douglas, and Wilcox campus locations.   
 
RS/LK:ss 
Attachment 



Attachment 1 

 

 
Cochise Community College District  

Estimated Master Facilities Plan Expenditures 
 

New Project Expenditures 
 

Project Cost 
($ in millions) 

 
Square Feet 

Construction  
Cost Per 

Square Foot 

 
Funding 
Source1/ 

Sierra Vista Campus     
Career Technical Education Building $3.5  15,200 $200/sf DF 
Academic Building 5.7 25,000 170/sf PRO 
Student Union/Student Services 
Building 

8.7 31,100 210/sf PRO, DF 

Science Building Addition   2.2   7,600 240/sf DF 
 Subtotal 20.1 78,900 200/sf  

Douglas Campus     
Science Building 2.4 8,500 210/sf RB, DF 
Career Technical Education Building 2.2 10,500 160/sf PRO 
Student Housing Complex 8.0 29,000 - 34,500 170 - 200/sf RB 
 Subtotal 12.6 48,000 - 53,500 170 - 190/sf  

Wilcox Campus     
Education Center 1.5 8,000 150/sf DF 

 TOTAL $34.2 134,900 – 140,400 $190/sf  
____________ 
1/ RB = Revenue Bond, PRO = Pledged Revenue Obligation, DF = District Funds 

 
Renovated Project Expenditures 1/ 

 Project Cost 
($ in millions) 

Funding 
Source 2/ 

Sierra Vista Campus   
Renovation of Existing Buildings $ 3.7 PRO, DF 
Site Improvements 2.7 DF 
Demolish and Move Buildings 0.3 DF 
 Subtotal 6.7  

Douglas Campus   
Renovation of Existing Buildings 3.7 PRO, DF 
Site Improvements 0.9 DF 
 Subtotal 4.6  

District-wide   
Mediated Classrooms      1.0 DF 
   

 TOTAL $12.3  
____________   
1/ Square footage not provided. 
2/ RB = Revenue Bond, PRO = Pledged Revenue Obligation, DF = District 

Funds. 
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DATE:  May 8, 2008 
 
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Juan Beltran, Fiscal Analyst 
 
SUBJECT: Arizona Department of Transportation – Review of Grand Canyon Airport Modular 

Housing Project 
 
Request 
 
In compliance with A.R.S. § 41-1252, the Arizona Department of Transportation (ADOT) requests 
Committee review of $2,500,000 for the Grand Canyon Airport Modular Housing project appropriated by 
the FY 2007 Capital Outlay Bill (Laws 2006, Chapter 345). 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review to the request.  
 
The cost projections are consistent with the low bid and are within the proposed budget for the project.   
 
Analysis 
 
The FY 2007 Capital Outlay Bill appropriated $2,500,000 from the State Aviation Fund in FY 2007 to the 
department for the construction of modular housing.  A.R.S. § 41-1252 requires that the Committee 
review the scope, purpose and estimated cost before the release of monies for construction of a new 
capital project costing over $250,000. 
 
ADOT estimates a total cost of $2,500,000 for the construction of 15 modular homes and related 
infrastructure at the Grand Canyon National Park Airport, as shown in the following table. 
 

 
 
 

(Continued) 
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ADOT’s Estimated Cost for 15 Modular Homes and Related Infrastructure 

 
 Estimated Cost 

Pre-design/build site planning and engineering $     20,000 
Asbestos abatement allowance 20,000 
Project management support services 30,000 
Contingency allowance 125,000 
Design/build contract 1/ 2,305,000 
   Total $2,500,000 
____________ 
1/ $153,700 cost per modular home includes a new unit, installation of utilities, basic appliances, paving, and 

removal of existing modular homes. 
 
Based on the low bid of $2.5 million, the new modular homes would cost $153,700 each, including the 
new home, installation of utilities, basic appliances, paving, and removal of existing modular homes.  
ADOT estimates the new homes to be about 1,600 square feet each, for a total project cost of $104 per 
square foot.  The other bid received was $3.5 million. 
 
ADOT reports that the bid extends through June 15, 2008.  Construction is to be completed within 154 
calendar days after notice to proceed.  This project will allow ADOT to replace the current old mobile 
homes and second hand modular units. 
 
The JLBC Staff recommends that the Committee give a favorable review of $2,500,000 for the proposed 
construction of 15 modular homes and related infrastructure, since the cost estimate appears reasonable 
and is consistent with the low bid and the statutory intent for the project. 
 
RS/JB:sls 
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DATE:  May 8, 2008 
 
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Juan Beltran, Fiscal Analyst 
 
SUBJECT: Arizona Department of Transportation – Review of Sprinkler and Fire Alarm Systems 

Project 
 
Request 
 
In compliance with A.R.S. § 41-1252, the Arizona Department of Transportation (ADOT) requests 
Committee review of $1,265,000 to install automatic sprinkler and fire alarm systems, which was 
appropriated by the FY 2006 Capital Outlay Bill (Laws 2005, Chapter 298).
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the $1,100,500 to install fire 
sprinkler and alarm systems at 7 sites with the requirement that ADOT seek Committee review prior to 
expending the $164,500 of undesignated monies. 
 
The cost projections are consistent with the low bid and are within the proposed budget for the project. 
 
Analysis 
 
The FY 2006 Capital Outlay Bill appropriated $1,265,000 from the State Highway Fund in FY 2006 to 
the department for automatic sprinkler and fire alarm systems in existing ADOT equipment services 
buildings.  A.R.S. § 41-1252 requires that the Committee review the scope, purpose, and estimated cost 
before the release of monies for construction of a new capital project costing over $250,000. 
 
ADOT operates 21 equipment repair shops statewide.  Currently, 7 of the 21 equipment repair shops are 
out of compliance with life safety code requirements per the National Fire Protection Association and 
State Fire Marshal.  This project would allow ADOT to bring these 7 equipment shops into compliance 
including Flagstaff, Fredonia, Holbrook, Kingman, Page, Prescott Valley, and Tucson.   
 
ADOT has indicated that they might also seek a bid for the Show Low facility, which is fire code 
compliant since it has less than the 10,000 square feet requirement.  This facility does not have a fire 
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suppression or protection system, and ADOT says some concerns have been raised about potential 
liabilities.  ADOT has had a long-term desire to relocate the entire Show Low maintenance yard, but there 
are no firm plans in place.  ADOT had a FY 2008 budget request of $16.9 million to replace the Show 
Low facility, but it was not included in the budget. 
 
ADOT estimates a total cost of $1,100,500 to install sprinkler and fire alarm systems at 7 equipment 
shops, which leaves an undesignated amount of $164,500, as shown in the following table.  The average 
cost is $138,600 per location to install sprinkler and alarm systems and a tire storage container, excluding 
$60,400 for the statewide survey and $70,000 for contingency.   
 
The total proposed spending is summarized in Table 1.  These estimates have been updated since the 
original request was received. 
 

Table 1 

ADOT’s Estimated Cost To Install Sprinklers and Fire Alarms Systems  
at Seven Equipment Shops 

 Estimated Cost 
Statewide Survey of 21 Sites $     60,400  
Engineering 1/ 221,100 
Installation of Fire Sprinklers/Alarm Systems 2/ 694,000 
Tire Storage Containers 3/ 55,000 
Contingency       70,000 
   Subtotal $1,100,500 
Undesignated      164,500 
   Total $1,265,000 
____________ 
1/ Includes site evaluation and design for 7 sites at Flagstaff, Fredonia, Holbrook, Kingman, Page, Prescott 

Valley, and Tucson. 
2/ Includes upgrading water lines and other improvements. 
3/ To store tires outside the shop. 

 
ADOT reports that the bid extends through August 16, 2008.  Installation is to be completed within 120 
calendar days after notice to proceed.   
 
RS/JB:sls 
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DATE:  May 8, 2008 
 
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leah Ruggieri, Senior Fiscal Analyst 
  Leatta McLaughlin, Senior Fiscal Analyst 
 
SUBJECT: Arizona State University – Review of Memorial Union Fire Renovations Bond Project 
 
Request 
 
A.R.S. § 15-1683 requires Committee review of any university projects financed with system revenue 
bonds.  Arizona State University (ASU) is submitting for Committee review its revised Memorial Union 
Fire Renovations bond project.  The Committee first favorably reviewed the $40.0 million bond project in 
December 2007, with the stipulation that ASU return for Committee review if any change in excess of 
$500,000 from insurance reimbursements occurred.   
 
ASU now reports that the total cost of the project is increasing from $40.0 million to $53.0 million.  ASU 
will fund the $13.0 million increase with insurance reimbursements.  In total, the project will be funded 
with $40.0 million from insurance reimbursements and a $13.0 million revenue bond issuance. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the request with the 
following standard university financing provisions: 
 
• ASU shall report to the Committee before expenditure of any allocations that exceed the greater of 

$500,000 or 10% of the reported contingency amount total for add-alternates that do not expand the 
scope of the project.  ASU shall also report to the Committee before any reallocation exceeding 
$500,000 among the individual planned renovations, renewals, or extensions. 
 

• ASU shall submit for Committee review any allocations that exceed the greater of $500,000 or 10% 
of the reported contingency amount total for add-alternates that expand the scope of the project.  In 
case of an emergency, ASU may immediately report on the scope and estimated cost of the 
emergency rather than submit the item for review.  JLBC Staff will inform the university if they do 
not concur with the emergency nature of the change in scope. 
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(Continued) 

• A favorable review by the Committee does not constitute endorsement of General Fund 
appropriations to offset any revenues that may be required for debt service, or any operations and 
maintenance costs when the project is complete.   

 
The JLBC Staff additionally recommends that ASU shall submit for Committee review any change in the 
current $40.0 million estimated insurance reimbursement amount in excess of $500,000 and a revised 
financing plan.
 
Analysis 
 
On November 1, 2007, a fire caused extensive damage to the ASU Memorial Union.  The cause of the fire 
has not yet been determined.  The Memorial Union is 255,000 square-feet in size and is located at the 
center of campus, providing services, dining, and office and conference space for students and 
organizations.  ASU received a favorable review from the Committee in December 2007 to correct the 
fire damage and additionally renovate the Memorial Union.  The renovations included taking steps to 
ensure that the facility receives Fire Marshal approval, restoring the dining and retail venues on the first 
and lower levels, repairing or replacing infrastructure, restoring a freight elevator and meeting spaces, and 
performing minor reconfigurations of space.  ASU initially closed the building, opened the first and lower 
levels for use in January 2008, and plans to open the second and third levels after renovations are 
complete.   
 
The original cost of the project was $40.0 million, funded from $27.0 million insurance reimbursements 
and $13.0 million in system revenue bonds.  The project now costs $53.0 million.  The increase is solely 
funded from an increase in insurance reimbursements of $27.0 million to $40.0 million.  Insurance 
reimbursements are ultimately based upon the actual cost incurred to repair the building and make 
enhancements to meet the fire code.  The $13.0 million bond issuance covers additional building 
renovations, which ASU planned to complete sometime in the future, but opted to conduct while the 
building is being repaired for fire damage to ultimately cut back costs. 
 
ASU hired an outside code consultant to determine the full scope of the fire alarm systems replacement 
and upgrades and other code compliant enhancements, but the consultant’s report was not available until 
earlier this spring.  In the meantime, ASU’s first priority was to perform the necessary repairs to re-open 
as much of the Memorial Union as quickly as possible, which ended up being the first and lower levels in 
January 2008.  According to ASU, this arrangement was acceptable to the Fire Marshal because the fire 
alarm systems on both of the first and lower level floors were made code compliant.   
 
Subsequent to the first and lower levels of the Memorial Union being re-opened, ASU received the 
consultant’s report.  This report indicated additional needed code compliance beyond the fire alarm 
system replacement and upgrades for items such as new stair towers and modification to existing stair 
towers.  Of the $13.0 million project cost increase, $9.0 million will be spent on increasing exit stair 
widths from over 22 feet to 52 feet and fire protecting the steel structure.  Nearly half of the remaining 
$4.0 million will be spent on asbestos abatement, while the other half will be spent on installing sprinklers 
and sump pumps for elevator shafts and replacing and upgrading the fire alarm system for the remaining 2 
floors.   
   
The project will now have a direct construction cost of $44.8 million, which includes construction labor 
and material costs.  The $53.0 total project cost includes direct construction costs plus architect fees, 
furniture and equipment costs, and contingency fees.  Table 1 displays the construction and project costs 
associated with the Memorial Union renovations alongside projects favorably reviewed by the JCCR in 
the past year.  The latter projects primarily included the renovation of office and lab space.  The Memorial 
Union renovation total cost per-square-foot is $208 (previously $157) and the direct construction cost per-
square-foot is $175 (previously $105), which are higher than 3 of the 4 other projects included in the 



- 3 - 
 

 

table.  These costs, however, appear reasonable when taking into account inflation and the relatively more 
sophisticated renovation work required.  
 

Table 1 
University Renovation Projects  

Estimated per Square-Foot Costs 

Project Total Project Cost 
JCCR  

Review Date 
Total Cost Per 
Square Foot 

Direct 
Construction 

Cost Per  
Square Foot 

Academic Renovations & 
Deferred Maintenance 
Phase IIA $9,955,000 August 2006 $154/sf $120/sf 

Nursing Backfill Renovation 
Project $8,000,000 August 2007 $164/sf $115/sf 

West Stadium Renovations $3,200,000 November 2007 $196/sf $136/sf 
Memorial Union Fire 

Renovations Project $53,000,000 May 2008 $208/sf $175/sf 
Instructional/Research 

Laboratory Renovations $20,000,000 January 2007 $269/sf $202/sf 
 
RS/LR:ck 
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DATE:  May 8, 2008 
 
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leah Kritzer, Fiscal Analyst 
 
SUBJECT: Northern Arizona University - Review of Infrastructure Upgrades Bond Project 
 
Request 
 
A.R.S. § 15-1683 requires Committee review of any university projects financed with system revenue 
bonds.  Northern Arizona University (NAU) requests Committee review of their infrastructure upgrade 
project to be financed with a $15.0 million system revenue bond issuance. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the request with the 
following standard university financing provisions:   
 
• NAU shall report to the Committee before expenditure of any allocations that exceed the greater of 

$500,000 or 10% of the reported contingency amount total for add-alternates that do not expand the 
scope of the project.  NAU shall also report to the Committee before any reallocation exceeding 
$500,000 among the individual planned renovations, renewals, or extensions. 
 

• NAU shall submit for Committee review any allocations that exceed the greater of $500,000 or 10% 
of the reported contingency amount total for add-alternates that expand the scope of the project.  In 
case of an emergency, NAU may immediately report on the scope and estimated cost of the 
emergency rather than submit the item for review.  JLBC Staff will inform the university if they do 
not concur with the emergency nature of the change in scope. 
 

• A favorable review by the Committee does not constitute endorsement of General Fund 
appropriations to offset any revenues that may be required for debt service, or any operations and 
maintenance costs when the project is complete.   

 
This particular project is not comparable to any other project conducted by the universities.  Therefore, 
JLBC Staff cannot offer an analysis on the reasonableness of this cost.  The Committee has favorably 
reviewed similar items in the past.  For example, the University of Arizona Deferred Renovation project, 
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(Continued) 

favorably reviewed in December 2007, did not have any comparable costs on which to assess the 
project’s reasonableness.  
 
Analysis 
 
NAU proposes to use this bond issuance to fund utility infrastructure projects, which include utility 
extensions, electrical upgrades, chiller installation, and chiller tie-ins.  The project is expected to increase 
capacity, reliability, and energy efficiency to its current buildings as well as provide capacity for future 
expansion.  The university states the project will extend and upgrade its electrical and 
telecommunications capacity.   
 
Construction Costs 
Due to the type of project, square footage costs cannot be obtained.  Table 1 below provides detail of 
NAU’s expenditure plan for the infrastructure upgrade.  There are no available comparable projects for 
this upgrade to do a cost comparison.   
 

 
The Infrastructure Upgrade project has a number of different separate components:  
 
• Install Chillers – NAU plans to install two 1,000-ton chillers and connect to the system to increase 

plant capacity.  These chillers will provide chilled water to new buildings including the conference 
and hotel facility and a new lab facility.  

• ITS Chilled Water Extension – This extension will provide chilled water to the Information 
Technology Services (ITS) building. 

• ITS Power Upgrade Phase 1 – The upgrade will supply backup power to the ITS building, which 
will allow the building to continue to operate during power outages. 

• Infrastructure Upgrade Phase 1 – NAU plans to install steam and chilled water extensions to 
facilitate the expansion of the northern perimeter of campus.  

• Central Campus Reclaim Water Extension – This project will extend current reclaimed water 
service to the center of campus.  This will provide water for landscaping around a new residence hall 
building and the core of campus.  

• Tinsley Cowden Site Rehabilitation – The site rehabilitation will occur after the completion of the 
infrastructure upgrade projects where areas were disrupted during construction.  

• Refurbish Boiler at North Plant – This refurbishment of the boiler includes retubing the boiler, 
replacing the gas regulator, and connecting the boiler to the new header system.  NAU also plans to 
add a variable frequency drive to improve efficiency.  

Table 1 
Northern Arizona University 

Infrastructure Upgrade Project Costs 

Project Total Project Cost 
($ in millions) 

Install Chillers #3 and #4 $  3.5 
ITS Chilled Water Extension 3.0 
ITS Power Upgrades 2.0 
Infrastructure Upgrade Phase 1 1.7 
Central Campus Reclaim Water Extension 1.5 
Tinsley Cowden Site Rehabilitation 1.0 
North Plant – Refurbish Boiler 0.8 
Contingency     1.5 
 Total $15.0 
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NAU would contract this bond project using Construction Manager at Risk (CMAR).  In CMAR, the 
university competitively selects a general contractor according to quality and experience.  The general 
contractor manages a construction project, including the associated architect and other subcontractors, 
from design to completion.  The general contractor chooses a qualified subcontractor for each trade based 
on price competition, selecting the lowest bid.  Additionally, CMAR defines a guaranteed maximum 
price, after which the general contractor must absorb almost all cost increases except those caused by 
scope changes or unknown site conditions.  Occasionally, in the case of substantial materials price 
inflation, a university will partially cover higher costs to maintain good contractor relations.   
 
Financing 
The total project cost for the infrastructure upgrade project is $15.0 million, of which all will be funded 
by system revenue bonds.  The debt service will be paid from tuition revenues.  NAU anticipates issuing 
the $15.0 million in AA rated system revenue bonds later this spring with an estimated 5% annual interest 
rate and a term of 30 years.  The university estimates an annual debt service of $972,400, with a 30-year 
total of $27.2 million.  NAU anticipates operating and maintenance costs of $375,000 when the project is 
completed, and will cover these expenses from general university funds.   
 
A.R.S. § 15-1683 allows each state university to incur a projected annual debt service for bonds and 
certificates of participation of up to 8% of each institution’s total projected annual expenditures.  This 
calculation is known as the debt ratio.  The $15.0 million system revenue bond issuance would increase 
the NAU debt ratio from 6.53% to 6.78%. 
 
RS/LK:ss 
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DATE:  May 8, 2008 
 
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leah Kritzer, Fiscal Analyst 
 
SUBJECT: Northern Arizona University - Review of New Residence Life Warehouse Bond Project 
 
Request 
 
A.R.S. § 15-1683 requires Committee review of any university projects financed with system revenue 
bonds.  Northern Arizona University (NAU) requests Committee review of a new 16,800 square foot 
residence life warehouse to be financed with a $3.9 million system revenue bond issuance. 
 
Recommendation 
 
The Committee has at least the following 2 options: 
 
1. A favorable review, with the standard university financing provisions (listed below). 
 
2. An unfavorable review.  The proposed warehouse appears significantly more expensive than 

comparable projects.  
 
Standard University Financing Provisions 
• NAU shall report to the Committee before expenditure of any allocations that exceed the greater of 

$500,000 or 10% of the reported contingency amount total for add-alternates that do not expand the 
scope of the project.  NAU shall also report to the Committee before any reallocation exceeding 
$500,000 among the individual planned renovations, renewals, or extensions. 
 

• NAU shall submit for Committee review any allocations that exceed the greater of $500,000 or 10% 
of the reported contingency amount total for add-alternates that expand the scope of the project.  In 
case of an emergency, NAU may immediately report on the scope and estimated cost of the 
emergency rather than submit the item for review.  JLBC Staff will inform the university if they do 
not concur with the emergency nature of the change in scope. 
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• A favorable review by the Committee does not constitute endorsement of General Fund 

appropriations to offset any revenues that may be required for debt service, or any operations and 
maintenance costs when the project is complete.   

 
Analysis 
 
NAU proposes to construct a 16,800 square foot residence life storage facility.  The storage facility will 
be utilized solely by the university’s residential life facilities, which include traditional dorm rooms, 
apartment style rooms, and family housing.  The project would accommodate the current need to store 
items such as furniture, carpet, appliances, and snow removal equipment.  The university currently 
maintains approximately 3,000 units with refrigerators and has a number of replacement refrigerators that 
need to be kept in storage.  Additionally, certain items such as carpeting are bought in bulk for pricing 
and to ensure uniformity.   
 
NAU is currently storing the majority of these items in the north physical plant, which is located in the 
academic corridor.  The university believes they could better utilize the boiler plant space for maintenance 
and operation needs, as well as move the storage out of a heavily populated walkway area.  The proposed 
residence life storage facility includes a warehouse racking system, 3 offices, a dispatch area, and a 
meeting room for the staff and students who work in the facility.   
 
Financing 
The total project cost for the new storage facility project is $3.9 million, which will be funded with 
auxiliary fund system revenue bonds.  Auxiliary funds are non-appropriated funds generated from self-
supporting activities such as dorm fees.  NAU anticipates issuing the AA rated system revenue bonds 
later this spring with an estimated 5% annual interest rate and a term of 30 years.  The university 
estimates an annual debt service of $260,000, with a 30-year total cost of $7.8 million.  NAU anticipates 
operating and maintenance costs of $125,000 when the project is completed and will cover these expenses 
from university auxiliary funds.   
 
A.R.S. § 15-1683 allows each state university to incur a projected annual debt service for bonds and 
certificates of participation of up to 8% of each institution’s total projected annual expenditures.  This 
calculation is known as the debt ratio.  The $3.9 million system revenue bond issuance, combined with 
the proposed infrastructure upgrade, would increase the NAU debt ratio from 6.53% to 6.60%. 
 
Construction Costs 
Total project costs are $3.9 million, which include direct construction costs, architect fees, furniture and 
equipment costs, and contingency fees.  The direct construction costs total $2.8 million, which include 
construction labor and material costs.  The direct construction cost per square foot is $232, which appears 
to be above the average cost to build a warehouse in Flagstaff, Arizona.  According to RSMeans, a 
supplier of construction cost information, the total cost per-square-foot to construct a basic warehouse in 
Flagstaff ranges from approximately $1.2 million ($74 per square foot) to $1.7 million ($103 per square 
foot).  NAU states that the cost of steel and the relatively small square footage of the warehouse are the 
primary reasons for the higher square footage costs.  
 
NAU would contract this bond project using Construction Manager at Risk (CMAR).  In CMAR, the 
university competitively selects a general contractor according to quality and experience.  The general 
contractor manages a construction project, including the associated architect and other subcontractors, 
from design to completion.  The general contractor chooses a qualified subcontractor for each trade based 
on price competition, selecting the lowest bid.  Additionally, CMAR defines a guaranteed maximum 
price, after which the general contractor must absorb almost all cost increases except those caused by 
scope changes or unknown site conditions.  Occasionally, in the case of substantial materials price 
inflation, a university will partially cover higher costs to maintain good contractor relations.   
 
RS/LK:ss 
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DATE:  May 8, 2008 
 
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leah Kritzer, Fiscal Analyst 
 
SUBJECT: Northern Arizona University - Review of Revised Applied Research Facility Bond 

Project at NAU-Yuma 
 
Request 
 
A.R.S. § 15-1683 requires Committee review of any university projects financed with system revenue 
bonds.  Northern Arizona University (NAU) requests Committee review of an Applied Research Facility 
on its Yuma campus to be financed with a $2.5 million system revenue bond issuance.   
 
The Committee first favorably reviewed the project in May 2006 for $4.0 million in lease-purchase 
agreements.  NAU now seeks to add an additional 2,225 square feet to the facility and to finance the 
increased project costs with a system revenue bond issuance of $2.5 million.  The revised project cost will 
total $6.5 million, with the original project cost of $4.0 million to be financed as part of the university 
research infrastructure lease-purchase plan authorized by the Legislature in 2003.   
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the request with the 
following standard university financing provisions: 

 
• NAU shall report to the Committee before expenditure of any allocations that exceed the greater of 

$500,000 or 10% of the reported contingency amount total for add-alternates that do not expand the 
scope of the project.  NAU shall also report to the Committee before any reallocation exceeding 
$500,000 among the individual planned renovations, renewals, or extensions. 
 

• NAU shall submit for Committee review any allocations that exceed the greater of $500,000 or 10% 
of the reported contingency amount total for add-alternates that expand the scope of the project.  In 
case of an emergency, NAU may immediately report on the scope and estimated cost of the 
emergency rather than submit the item for review.  JLBC Staff will inform the university if they do 
not concur with the emergency nature of the change in scope. 
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(Continued) 

• A favorable review by the Committee does not constitute endorsement of General Fund 
appropriations to offset any revenues that may be required for debt service, or any operations and 
maintenance costs when the project is complete.   

 
Analysis 
 
The Committee first favorably reviewed the Applied Research Facility project at its May 2006 meeting.  
At that time, NAU proposed to construct a $4.0 million 10,000 square foot facility on the campus of 
Arizona Western College (AWC).  NAU now seeks to add 2,225 square feet to the original project, for a 
total square footage of 12,225.  As a result of the expansion and increase in construction costs, the total 
project cost is now $6.5 million, or an increase of $2.5 million. 
 
NAU believes that original intent was to fund the Applied Research Facility at $6.0 million.  They 
indicate that the scope of the original project was scaled back to remain within $4.0 million.  The 
university subsequently determined that the 10,000 square feet would not accommodate the desired 
applied research needs.  Since the facility is being built collaboratively, NAU indicates that a number of 
AWC projects slowed down the project development including AWC’s utilities infrastructure project and 
design of other buildings on campus.  During this time, NAU decided to expand the scope of the 10,000 
square foot project.   
 
NAU indicates that the additional square footage will create more adequately sized laboratories for 
projected enrollment and research activity.  The first floor of the building will house office and flexible 
research and classroom space, while the second floor will house designated research areas and research 
support space.  The new facility will incorporate Biosafety Level 2 (BSL2) laboratories, to be used for 
collaborative research and teaching activities in environmental fields such as soils and renewable energy.  
NAU expects students from all class levels to utilize the facility.   
 
Applied Research Facility 
NAU will enter into a long-term ground lease with AWC for the site, which will exceed the debt service 
term.  The university operates a 2+2 partnership with AWC, and has been a presence on the campus since 
1996.  The 2+2 partnerships enable students to take lower division courses at 2-year community colleges 
and complete their baccalaureate degrees at a participating university.  The NAU-AWC partnership is 
unique in that they share both infrastructure and campus space.  NAU pays a fixed administrative fee to 
AWC for operational costs instead of rent.  NAU expects to provide lab space to AWC as it becomes 
available. 
  
Direct construction costs total $4.8 million, which include construction labor and material costs.  Total 
project costs are $6.5 million, which include direct construction costs, architect fees, furniture and 
equipment costs, and contingency fees.  The total cost per square foot for the building would be $532 
(originally estimated to be $400 per square foot), with a direct construction cost of $393 (originally 
estimated at $340).   
 
Table 1 compares the costs of university research infrastructure projects.  The Applied Research Facility 
was previously a little above the average comparable project costs for total cost per square foot, but the 
revised facility cost places this project as the most expensive.  In terms of direct construction cost per 
square foot, this project is the second most expensive project.  According to NAU, their square footage 
costs have increase from their original estimate due to the higher cost of research facilities, the higher cost 
of construction in rural areas, and general inflation in construction costs over time.   
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(Continued) 

NAU would contract this bond project using Construction Manager at Risk (CMAR).  In CMAR, the 
university competitively selects a general contractor according to quality and experience.  The general 
contractor manages a construction project, including the associated architect and other subcontractors, 
from design to completion.  The general contractor chooses a qualified subcontractor for each trade based 
on price competition, selecting the lowest bid.  Additionally, CMAR defines a guaranteed maximum 
price, after which the general contractor must absorb almost all cost increases except those caused by 
scope changes or unknown site conditions.  Occasionally, in the case of substantial materials price 
inflation, a university will partially cover higher costs to maintain good contractor relations.   
 
Financing 
The total project cost for the Applied Research Facility is $6.5 million, of which $2.5 million will be 
funded by system revenue bonds and $4.0 million from the research infrastructure lease-purchase 
appropriations.  
 
The $4.0 million financing, which was funded by research infrastructure lease-purchases, was favorably 
reviewed at the May 2006 JCCR meeting.   NAU will receive annual General Fund appropriations from 
FY 2008 through FY 2031, of $5,900,000 for debt service payments for identified research infrastructure 
projects, one of which is the Applied Research Facility.  This funding will be used in addition to the 
proposed $2.5 million in system revenue bonds.  
 
NAU anticipates issuing the $2.5 million in AA rated system revenue bonds later this spring with an 
estimated 5% annual interest rate and a term of 30 years.  The university estimates an annual debt service 
of $162,200, with a 30-year total of $4.9 million.  NAU would pay this debt service from locally retained 
tuition revenues.  NAU anticipates operating and maintenance costs of $85,000 when the project is 
completed and will cover these expenses with existing state General Fund monies. 

Table 1 

University Research Infrastructure Projects 
Estimated Per Square Foot Costs 

 
Project 

 
Total 

Project Cost 

 
JCCR  

Review Date 
Total Cost Per  
Square Foot 

Direct 
Construction 

Cost Per 
Square Foot 

ASU-Interdisciplinary Science 
   and Technology Building 1/ $18,000,000 September 2005 $300 $217 
ASU-Interdisciplinary Science  
   and Technology Building 2/ 12,000,000 September 2005 305 228 
UA/ASU- Biomedical Research  
   Collaborative Building 29,600,000 October 2005 345 264 
NAU-Applied Research and  
   Development Facility 20,500,000 1/ May 2006 342 275 
UA-Medical Research Building 54,350,000 April 2004 392 317 
ASU-Interdisciplinary Science  
   and Technology Building 3/ 74,000,000 September 2005 412 285 
NAU-New Laboratory Facility 33,000,000 July 2005 413 335 
ASU-Biodesign Institute, 
   Building B 73,000,000 July 2005 425 307 
UA-Chemistry Building 
   Expansion 46,100,000 3/ June 2004 507 415 
NAU- Yuma Applied  
   Research Facility 6,500,000  May 2008 532 393 
____________ 
1/  Includes $5.7 million in Federal Funds. 
2/  Includes $1.1 million from indirect cost recovery and donations. 
3/  Includes a $2.5 million U.S. Department of Commerce grant. 
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A.R.S. § 15-1683 allows each state university to incur a projected annual debt service for bonds and 
certificates of participation of up to 8% of each institution’s total projected annual expenditures.  This 
calculation is known as the debt ratio.  The $2.5 million system revenue bond issuance would increase the 
NAU debt ratio from 6.53% to 6.57%.   
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