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MINUTES OF THE MEETING 

JOINT COMMITTEE ON CAPITAL REVIEW 
 

Wednesday, November 15, 2006 
The Chairman called the meeting to order at 1:50 p.m., Wednesday, November 15, 2006 in House Hearing Room 
4 and attendance was as follows: 
 
Members: Senator Burns, Vice-Chairman Representative Boone, Chairman 
 Senator Aboud Representative Biggs 
 Senator L. Aguirre Representative Brown 
 Senator Gould Representative Lopes 
  Representative Pearce 
   
Absent: Senator Bee Representative A. Aguirre 
 Senator Cannell Representative Tully 
 Senator Johnson  
 
Hearing no objections from the members of the Committee, Chairman Tom Boone stated the minutes of 
September 21, 2006 would stand approved. 
 
ARIZONA STATE PARKS BOARD – Review of State Lake Improvement Fund Projects. 
 
Mr. Matt Busby, JLBC Staff, provided 2 handouts (Attachments 1 and 2) to the Committee members.  He 
explained that the State Lake Improvement Fund (SLIF) monies are available to state agencies, counties and 
local governments for capital improvement projects on waters where gasoline powered boats are permitted.  
Last year’s Environmental Reconciliation Bill changed the SLIF statutes to require that projects be on lakes 
that allow gasoline powered boats.  SLIF revenues primarily come from an allocation from the gasoline tax 
attributed to watercraft use, in addition to revenue from the watercraft licenses.   
 
Mr. Busby said the Parks Board is proposing to award $4 million in FY 2007 to 13 different projects.  Of the $4 
million, $3.8 million is for 12 grants in various cities and counties.  The remaining $250,000 is for 1 State 
Parks project.  While most projects appear to fit the statutory criteria, 3 raise issues.  The first is the Town of 
Buckeye Recreational Lake, which the Parks Board is proposing to award $560,000 for design and engineering 
costs.  The total project will cost approximately $3.8 million more to complete.  Construction of the lake is 
consistent with SLIF statutes.  The broader policy question is whether or not the Committee would want to 
devote the large amount of funding from SLIF for 1 specific project.   
 
The next project, which is the Bullhead City Non-Motorized Boat Launch Ramp, does not involve motorized 
boats and may not be consistent with the intent of SLIF statutes.   
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The third project is the La Paz County/Buckskin Fire Department Kitchen Remodel located in the Water 
Rescue and Medical Aid Facility.  The facility falls within SLIF statutes; however, the kitchen remodel may not 
be the consistent intent of the SLIF statutes.   
 
JLBC Staff has provided the Committee with at least 2 options to consider. 
 
Senator Bob Burns asked how much the Town of Buckeye receives in revenue sharing.  He noted that the 
memo states that the Buckeye recreational lake project requires $4.7 million and only $560,000 is being awarded 
for design.  He asked what the funding plan is for the rest of the monies. 
 
Mr. Richard Stavneak, Director, JLBC Staff, stated that the Town of Buckeye does want SLIF money to complete 
most of the project.  The original request made to the Parks Board was for $4.7 million; however, the board only 
recommended the $560,000 for design. 
 
Representative Russell Pearce stated that the Buckeye Recreational Lake is a major project.  This is a new lake.  
The statute was meant for major lakes and rivers.  This would be a diversion of funds that were meant for other 
projects throughout the state. 
 
Mr. Jay Ziemann, Assistant Director, State Parks Board, stated that the State Parks Board shares its concerns with 
the Committee about the construction of the new lake in the Town of Buckeye.  The request for $4.7 million 
being reduced to $560,000 demonstrates the concern.  The funds are to be used by the city to clarify the scope of 
the project.  At this point, the lake would be 100 acres.  In further conversations with the Parks Board, the project 
would eventually encompass a greater land acquisition to make the lake bigger.  This would make the current 
scope of the project moot because of the possible change.  The idea for the grant was to help Buckeye to further 
study and solidify their land acquisition, cultural resources, and conduct larger feasibility studies.  There is no 
guarantee that SLIF money will be awarded in the future.   
 
Mr. Ziemann also stated that the Bullhead City Non-Motorized Boat Ramp is in Lake Havasu which allows gas 
powered boats.  This is a facility for people that are launching their canoes, which will free up the launches for the 
larger boats.  This project is within the SLIF statute.  The La Paz County/Buckskin Fire Department Water 
Rescue and Medical Aid Facility was originally constructed with SLIF money.  This is a dated facility that needs 
to be upgraded. 
 
Chairman Tom Boone asked if, from the Parks Board’s perspective, the Bullhead City and the La Paz County 
projects meet the criteria of the statue. 
 
Mr. Ziemann said yes and the Town of Buckeye project would also meet the criteria.  However, the Town of 
Buckeye’s lake project of $4.7 million was not going to complete the project.  The project would be much bigger 
with a greater expenditure of funds.  
 
Representative Pearce said that the Buckeye Recreational Lake and Bullhead City projects are outside the scope 
of the SLIF.  He agrees that the La Paz County project falls within the scope of SLIF.   
 
Representative Phil Lopes said that he would like clarification on the position of the Parks Board on the Buckeye 
Recreational Lake. 
 
Mr. Ziemann replied that a new lake construction project is allowed under SLIF statutes.  There were questions 
about the scope of the project, such as the size of the lake.  There were also questions that the Town of Buckeye 
was unable to answer with regard to their plans.  Buckeye had not acquired all the land and they did not know the 
full extent of the lake.  At this stage of the planning, the Board does not know the final outcome of the project.  
The approval of $560,000 was to further the planning efforts to clearly define the project. 
 
Representative Lopes asked if it is possible that the Board will approve the project once the plans are complete. 
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Mr. Ziemann said that the Board does not have any doubts about whether the project is within the criteria of SLIF.  
Once the project is defined, then Buckeye can process an application for SLIF to compete with other projects.  
The project would go through the same assessment process for funding. 
 
Representative Pearce said the intent for SLIF is for major waterways and lakes.  The funds are not intended for 
small man-made lakes.  He also noted that in 1999, the Town of Buckeye received $260,000 of SLIF money for 
the same feasibility study.   
 
Chairman Boone asked Mr. Ziemann if he recalled if $260,000 was awarded to Buckeye in 1999. 
 
Mr. Ziemann replied that he did not recall.  The feasibility study was discussed with the Parks Board.  The 
problem is the scope has changed.  The size of the lake has changed, so Buckeye needs additional studies.  The 
funds are to allow Buckeye to get the information to determine if this is a feasible project.  The Board is sensitive 
to the concerns because 2 previous lake construction projects failed. 
 
Senator Burns asked how much revenue sharing money the Town of Buckeye receives.  The project is bad use of 
SLIF money.  He noted that there may be a needs assessment added to the statute to direct the board to look into 
the projects and their need.   
 
Senator Ron Gould asked where the Town of Buckeye is going to get the water for the lake. 
 
Mr. Ziemann replied that he does not know all the intricacies of the project; however, Buckeye has assured the 
Parks Board that they have adequate water rights to fill a lake.  If the lake grows, they will need to assess how 
much water they have available.  The board would not grant millions of dollars to construct a lake if they were not 
100% sure there would be water. 
 
Senator Gould stated that this project would be wasteful in water and is fiscally irresponsible. 
 
Senator Burns moved that the Committee give a favorable review as recommended by JLBC Staff to the Parks 
Board request with the exception of the Town of Buckeye Recreational Lake. 
 
Senator Linda Aguirre asked if the Bullhead City Non-Motorized Boat Launch Ramp is consistent with SLIF 
statutes. 
 
Chairman Boone replied that he understands that the project is consistent with SLIF statutes. 
 
Representative Pearce replied that it is statutorily consistent; however, it is not the intent of SLIF. 
 
Senator Gould noted the Bullhead City Non-Motorized Boat Launch Ramp would be better funded by the private 
businesses that rent canoes and arrange canoe launches on the lake. 
 
Senator Aguirre moved to amend the motion to also include the Bullhead City Non-Motorized Boat Launch Ramp 
as a non-recommended item.  The motion carried. 
 
Senator Burns moved that the Committee give a favorable review as amended.  The motion carried. 
 
NORTHERN ARIZONA UNIVERSITY – Report on Indirect Debt Financing for Conference/Hotel Center 
Complex. 
 
Ms. Amy Strauss, JLBC Staff, provided a handout (Attachment 3) and presented the Indirect Debt Financing 
for the Conference/Hotel Complex for Northern Arizona University (NAU).  Chapter 352 requires Committee 
review of any Arizona Board of Regents (ABOR) capital projects that use indirect debt financing, effective 
September 21, 2006.  NAU entered into these agreements before the effective date of legislation.  This item is 
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for information only.  Despite the legislation’s effective date, NAU could have reasonably submitted this 
project for review.   
 
Ms. Strauss explained that NAU is establishing 2 partnerships for development of new facilities using indirect 
financing.  The first partnership establishes a limited liability company (LLC) for a conference center and 
parking structure.  The second partnership is with a hotel company for a new hotel on campus.  The facilities 
will be available for NAU’s Hotel and Restaurant Management Program.  University indirect debt financing 
projects are now required to seek JCCR review.  These projects occur when universities partner with private 
entities or non-profits and secure a lease or issue bonds for development of a capital project.   
 
NAU is planning a conference center and parking project for $12.4 million in lease revenue bonds issued by 
the LLC in September 2006.  The conference center will be approximately 41,000 square feet and the parking 
structure will have approximately 344 parking spaces.  The total cost for the conference center is 
approximately $305 per square foot and the parking structure is approximately $17,000 per space.  Direct 
construction cost for the conference center is approximately $265 per square foot and the parking structure is 
approximately $15,000 per space.  The LLC will lease both structures to NAU, and NAU will handle the 
operations and maintenance for the facility and will retain the title once the debt is paid off. 
 
The ground lease for the hotel includes a 30-year term with two 10-year renewal options.  The structure will 
have 150 rooms located on approximately 2 acres directly adjacent to the conference center and parking 
structure.  Drury would pay a percentage of gross receipts of 3% for the first $3 million, 3.5% for $3 million to 
$5 million, and 4% for any amount in excess of $5 million.  At the end of the lease, NAU could either acquire 
the hotel or request Drury to raze the site and to return it to its appearance prior to building the hotel. 
 
Ms. Strauss informed the members that this item is for information only, however, in the spirit of Chapter 352, 
JLBC Staff has provided the Committee with 3 options to consider. 
 
Representative Andy Biggs asked what the contingency is if the revenue does not sum to the computed bond. 
 
Ms. Christy Farley, Director of Government Affairs, NAU, replied that the minimum amount of the ground 
lease is $60,000 annually with the remaining based on the gross receipts.  That amount was built into the 
expectation.  Should those receipts not come in, the parking fees will also be used from the adjacent parking 
garage to help finance the debt.  The estimated expenditures show that from 2008 until 2012, the university 
expects to use general university revenue for $200,000 until it is fully self-sustained and making a profit after 
2015.  Those are dollars that will help supplement Hotel and Restaurant Management programs. 
 
Senator Burns stated that JLBC Staff mentioned in their presentation that NAU would acquire a building at the 
end of the lease period.  He asked how NAU would acquire the hotel at the end of the lease period. 
 
Ms. Farley said that when the LLC debt is paid off after approximately 30 years, the parking structure and 
conference center are deeded to NAU.  There will be no additional requirement for NAU to make payments.  
There is no expectation that the hotel will become NAU property, this will be continued as a ground lease.  
Should a non-renewal of the ground lease occur, the hotel either becomes NAU property, or the property 
would be razed and returned to its current state; however, it is not expected to occur.   
 
Senator Burns clarified that there are two 10-year options after 30 years.  After the 30 years, NAU would 
anticipate that it would continue to operate as a private hotel.  If they decide they do not want to continue the 
operation then NAU could become the owner of the hotel. 
 
Ms. Farley replied that NAU could become the owner of the hotel or require Drury to raze the site; however, 
the university does not wish to pursue that option. 
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Representative Pearce said NAU can take possession of the parking and conference center.  He asked what 
would happen with the hotel since it is designed for smaller conferences. 
 
Ms. Farley replied that the purpose of having the conference center, parking structure, and hotel attached is to 
accommodate conferences.  The hotel will have 150 rooms which was negotiated with the local community 
knowing that there will be overflow to other hotels since conferences are expected to have 400-500 people.  
The conference center will partner with the hotel as its primary conference hotel.  The conference center will 
continue serving outside conferences as a university owned facility. 
 
Representative Pearce said it seems that it would create an additional problem for the hotel not having parking.  
His is concern is using public funds to compete with the free market and private investments.   
 
Ms. Farley replied that the hotel has a designated number of spaces in the parking structure and will be 
assessing a fee for parking.  Other spaces will be used for student parking. 
 
Ms. Kathe Shinham, Vice President for Administration and Finance, NAU, said that as part of the lease with 
Drury Hotels, the university is required to provide both the conference center and parking garage to continue 
operation. 
 
Senator Burns asked why NAU did not issue bonds as the first party instead of getting another party involved.  
 
Ms. Shinham replied that they were advised that using an LLC structure was the best option for a public-
private partnership whereby as a non-profit entity, the LLC, bridges the gap between the public and private.   
 
Senator Burns asked if the new structures count against the university debt limit. 
 
Ms. Shinham replied that structures count against the ABOR debt limits but not the state debt limits.  
However, in the materials provided by JLBC Staff, it increases the university’s debt ratio from 6.2 to 6.5, 
which is within the state debt limit. 
 
Mr. Stavneak asked for clarification on the difference between the ABOR and the state debt limit. 
 
Ms. Shinham said that the ABOR limit includes indirect financing whereas it is excluded in the state debt limit. 
 
Ms. Farley said they will meet with JLBC Staff to review the ABOR debt limit and the state debt limit. 
 
Mr. David Harris, NAU, said the limit of ABOR and the state does not apply in this situation.  The limits are 
based upon different formulas of expenditures. 
 
Chairman Boone clarified that there is a separate limit for ABOR versus the state, however, neither debt limit 
applies to this project. 
 
Mr. Harris replied yes.  He said that the ABOR limit is smaller than the state limit.  ABOR’s debt limit is 10% 
of the expenditure and the state debt limit is 8% of the expenditure.  Neither applies to the public/private 
partnership. 
 
Chairman Boone would like the university to provide all the Committee members the differences between the 
ABOR and state debt limits. 
 
Representative Pearce stated that it is probably correct that the debt limits do not apply in this situation.  This 
is why the university used creative financing through the LLC to avoid the debt restrictions.  It is not in the 
spirit of limiting debt for Arizona citizens.  This creative financing incurs debt that is not called debt because it 
is outside of the debt limitations.  It is a concern. 
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Senator Gould asked who the officers are of the LLC and their relationship to the university. 
 
Ms. Farley clarified that the members of the LLC board are not NAU employees.  They are a separate team of 
individuals.  The university will provide their names for the Committee. 
 
Senator Burns moved that the Committee give an unfavorable review because the process of receiving 
information was not done within a timely manner.  In addition, as recommended by JLBC Staff, NAU 
submit the following information by December 8: 
 
1) Ground lease information that addresses whether the hotel will ever become a state asset. 
2) Additional information on the procurement process for selecting a hotel developer; specifically, how 

NAU determined that Drury was a financially viable partnership. 
3) Rationale for issuing system revenue bonds under the LLC instead of the university. 
 
Senator Aguirre moved a substitute motion to give a favorable review. 
 
Senator Aguirre explained that NAU has to struggle because they do not receive money for infrastructure and 
building renewal.  This is a project that will bring a conference center to the Flagstaff area that would meet a 
lot of needs.  They worked out a situation with the City of Flagstaff for the overflow.  The information is 
adequate. 
 
Senator Burns said the process in which this project is taking place is frustrating.  The universities will want to 
get into the game with cities calling the partnerships private-public when they are actually public-public 
partnerships.  This is not headed in the right direction.  There may need to be additional oversight.  The limits 
that are in place do not apply and are troubling. 
 
Senator Gould responded to the point that NAU does not receive money by pointing out that this project will 
not help NAU make money.  He stated that NAU is in the business of education not the business of business.  
The free market is responsible for making money.  The issue of whether the universities need money and 
whether the universities should be in the hotel-parking lot business are different issues that should not be 
connected.  
 
Representative Pearce stated that he is opposed to the substitute motion.  He agrees with Senator Burns’ 
comments.  This may not stop the universities from moving forward, however, this recognizes that the 
universities presented this project for discussion after-the-fact.  There are policies in place for the process. 
 
Representative Brown stated that this is a good project for the university and the community.  He supports the 
substitute motion. 
 
Ms. Farley added that NAU conducted a market analysis in May 2005.  There have been conversations with 
the Board of Regents and the local partners.  The statutory change on indirect financing occurred during the 
last session, which is after the start of this project.  This project was submitted to JLBC in good faith as a 
project that was already approved and moving forward.  This may seem like it was submitted late, however, 
this was a project that started well before the statutory change was in place. 
 
Representative Biggs requested clarification on the motion. 
 
Senator Aguirre replied that the substitute motion is for a favorable review, since the project costs for the 
conference center and parking structure appear to be reasonable, with the additional information request. 
 
Chairman advised the Committee that Senator Aguirre did clarify the substitute motion. 
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The substitute motion carried.  Division was called and the substitute motion carried by a hand vote of 6 ayes 
and 3 nays. 
 
ARIZONA STATE UNIVERSITY – Review of New System Revenue Bond Capital Projects. 
 
Ms. Leah Ruggieri, JLBC Staff, provided a handout (Attachment 4) to the Committee members and presented 
the Arizona State University request to issue bonds of $18.5 million.  The bond would finance preparing future 
sites for 2 projects on campus, which are the Barrett College Dorm and the South Campus Academic Village 
housing facility.  Of the $18.5 million, $12.5 million will be used for the ASU police department facility.  The 
new facility will be 38,000 square feet with a total cost per square foot of $328 and a direct construction cost 
of $229 per square foot.  The remaining amount of $6 million will be for additional site preparation on the 
proposed site and includes hazardous material abatement, demolition, waste removal, and a building 
acquisition.   
 
Ms. Ruggieri continued by stating that the ground lease agreement ASU is proposing is with American 
Campus Communities (ACC).  ACC has engaged in approximately 40 other facilities similar to this project 
across the country.  The proposed Barrett College dorm will be 490,000 square feet of housing for 1,700 
freshmen through upper-class honor students.  The South Campus Academic Village will be 570,000 square 
feet apartment style housing for 1,900 upper-class and graduate students.  In addition, there will be 240,000 
square feet of retail space.  The agreement with ACC is that ACC will provide $230 million for the 
construction of the 2 housing developments and will transfer title to ASU once they are constructed.  In 
exchange, ASU would enter into a 65-year operating agreement with ACC.  ASU would receive a percent of 
room and board revenue proportionate to the annual payment for the bonds on the site preparation project.  If 
ASU had to debt finance these facilities on their own, their debt ratio would have risen from 5.3% to 6.6%. 
 
Ms. Ruggieri advised the Committee that in regards to the $18.5 million bond issuance, the JLBC Staff 
recommends a favorable review of the request with the standard university finance provisions.  In addition, the 
Higher Education Budget Reconciliation Bill passed during the last requires that all indirect financing projects 
that universities engage in have to come before the Committee for formal review.  ASU does not believe that 
the arrangement with ACC qualifies as indirect debt financing.  Should the Committee choose to review this 
particular project, they can grant either a favorable or unfavorable review.  Alternatively, the Committee could 
take no action as this option would demonstrate that the reasonableness of ASU financial agreement with ACC 
cannot be fully assessed without the expertise of a third party with a background in these types of 
arrangements.  There are 2 additional questions and reporting of information for ASU for follow up to the 
Committee. 
 
Mr. Stavneak clarified for the Committee that there are 2 pieces to the recommendation, with the first being the 
building of the Police Department and the site preparation.  JLBC Staff gives a favorable recommendation for 
this first piece.  The second is the arrangement on building the dorms, which is questionable as to whether is 
would fall under the indirect financing provisions, JLBC Staff has provided a few different options for the 
Committee. 
 
Senator Burns asked what would happen if the revenues from the dorm are not enough to pay off the debt on 
the site preparation bond. 
 
Ms. Carol Campbell, Executive Vice President and CFO, ASU, replied that the annual debt payment for the $6 
million for site preparation is $435,000 per year which is figured generously.  ASU anticipates that under the 
agreement with ACC they will be receiving a percentage of the gross revenue about $2 million per year to start 
and working up to $4.5 million on the South Campus project.  Also, $250,000 fixed for the first 10 years on 
the Barrett College.  These are 2 separate projects on 2 separate agreements, however, they are dependent on 
each other.  Either both will be entered into or neither will occur. 
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Senator Burns asked what protection ASU has if ACC does not meet minimum operating standards for the 
dorms. 
 
Ms. Campbell said that should the minimum operating standards fail it would end in default of the agreement.  
Under an event of default, there will be no financing on the Barrett project; ACC has committed $110 million of 
cash payment on that project.  In regard to the South Campus project, ACC has a lease-hold interest on the 
project limited to at least one-quarter of the budget of $130 million in cash investment.  If they do not perform 
under the lease, to the extent there is a mortgager, the mortgager will replace them. 
 
Senator Burns asked why the Legislature or this Committee shouldn’t have the authorization to formally review 
ahead of time, any transactions that result in the state acquiring new assets. 
 
Mr. Scott Smith, Director of State Relations, ASU, replied that ASU appreciates the Legislative prerogative 
and desire to be informed of financial activities the university is pursuing.  The university has willing 
presented this project even though it is unclear whether the indirect financing statute applied to make sure 
there was Legislative oversight.  The Legislature is a critical partner in the advancement of the university and 
will do anything possible to ensure the process is open and available. 
 
Senator Burns stated that the neighborhood was objecting to having a parking garage around the area in the past.  
He asked if the issues have been resolved. 
 
Ms. Campbell replied that they have recently met with the neighborhood and working to resolve the issues. 
 
Mr. Paul Berumen, Director for Local Government Relations, ASU, stated that there have been meetings with the 
neighborhood on a continuing basis.  There have been 3 large meetings and working group meetings to 
accommodate some concerns.  To satisfy the issues, an agreement has been made to lower the parking garage, 
remove western facing balconies, and increase the amount of landscaping surrounding the project. 
 
Senator Burns asked how the dorm fees will compare to other on-campus housing fees. 
 
Ms. Campbell said that ACC retains the right to set the housing rate.  There is an advisory committee at each of 
the residence halls with 3 members from ACC and 3 members from ASU.  In the event of a voting tie, ASU has 
the tie-breaker vote on all matters that have to do with student discipline and programming.  In the event of a 
voting tie on financial issues, ACC has the tie-breaker vote because they are the investor taking the financial risk.  
ASU does have a full review of the ACC capital budget, operating budget, and proposed student rates.  There will 
be plenty of time for the university and students to comment on rates; however, ACC does retain the ability to set 
student rate.  In order for the projects to be financially successful they would have to be no more than market 
rate.  The South Campus project were built and designed for upper-class students, it is a high amenity and cannot 
charge more than comparable high amenity complexes in the area. 
Chairman summarized that ACC has the final say of the fee structure, however, because of the market place it 
would be kept in-line. 
 
Mr. Stavneak added that if there are not enough students to occupy the housing, non-students can also occupy 
the space. 
 
Ms. Campbell stated that Mr. Stavneak is correct; she added that there is a pecking order where non-students 
are at the bottom of the list and require approval from ASU and the Board of Regents. 
 
Senator Burns moved that the Committee give a favorable review as recommended by JLBC Staff including 
any caveats.  The motion carried. 
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UNIVERSITY OF ARIZONA – Review of Law Commons Bond Project. 
 
Ms. Amy Strauss, JLBC Staff, presented the University of Arizona (UA) request for review of $21 million for 
Law Commons Bond Project.  The project will be funded by $14 million in gifts received before ground 
breaking and $7 million in system revenue bonds.  This project includes renovations of 71,000 square feet of 
existing library, student organization, faculty office, and instructional space.  UA also plans to expand the 
second floor of the Law Building, providing an additional 5,000 square feet for new office space.  JLBC Staff 
recommends the Committee give a favorable of the request with the provisions that the project receive project 
approval from the Arizona Board of Regents at their November 30 – December 1 meeting and the standard 
university financing provisions. 
 
Senator Burns asked if the university will have the full $14 million in gift revenues before the bonds are issued. 
 
Mr. Dick Roberts, Budget Director, University of Arizona, replied that the university has $2.7 million cash in-
hand with a firm pledge from Mr. Rogers that on ground breaking day, a $4 million revenue flow will follow 
the construction time period of 15 months.  There are pledges that have created an internal loan to recognize 
the cash to do the construction.  Those pledges will repay the internal loan.  The third part of the project 
consists of a $7 million system revenue bond. 
 
Senator Burns asked how the university would make up the difference if the full $14 million in gifts is not 
received. 
 
Mr. Roberts replied that the university is comfortable with the loan responsibility of the project.  The university is 
confident in the College of Law track record of raising money.   
 
Senator Burns moved that the Committee give a favorable review as recommended by JLBC Staff including 
any caveats.  The motion carried. 
 
UNIVERSITY OF ARIZONA – Review of Intercollegiate Athletics Facilities Bond Projects. 
 
Ms. Leah Ruggieri, JLBC Staff, presented the University of Arizona (UA) request to review the proposed $20 
million Intercollegiate Athletics (ICA) Facilities Additions and Renovations Project.  This project would be 
funded by $19 million in system revenue bonds and $1 million in gift revenues.  The ICA projects are for the 
construction of an indoor practice facility, the expansion of the gymnastics training facility, and construction 
of a new diving pool.  The JLBC Staff recommends a favorable review of UA’s request with the standard 
university financing provisions. 
 
Senator Burns moved the Committee give a favorable review as recommended by JLBC Staff with the 
additional provisions.  The motion carried. 
 
ARIZONA DEPARTMENT OF TRANSPORTATION – Report on Modular Buildings on Capitol Mall. 
 
Mr. Bob Hull, JLBC Staff, presented the Arizona Department of Transportation (ADOT) proposal to install 2 
modular office buildings southeast of their engineering building in the parking lot at 1600 West Jackson.  
ADOT says there will be sufficient parking available for personnel occupying the modular office buildings.  
ADOT plans to use $725,700 of operating budget money to install the buildings and lease them for $360,000 
per year for 5 years beginning in FY 2008.  The modulars would have 26,000 square feet and house 167 
personnel.  They would replace a current lease at 2828 North Central Avenue with 18,000 square feet for 86 
personnel.  This would allow ADOT to have additional space to relocate and add new positions closer to the 
engineering building.  The lease for the Central Avenue facility is to be $402,000 in FY 2008 with the lease 
ending in FY 2007, there is a $42,000 annual lease savings on the lease of the modulars.  The $42,000 annual 
lease savings would have a 17.3 year payback on the $725,700 installation cost of the modulars.  ADOT 
expects to also have savings from not having to lease additional office space for additional personnel and 
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reduce travel time due to centralizing the engineering staff.  The Governmental Mall Commission has agreed 
to allow ADOT’s modular project.  This item is for information only, no Committee action is required.  
However, since ADOT proposes using the operating budget monies for a capital project, the Committee could 
give a favorable with the provision that no MVD monies be spent for the project. 
 
Mr. Stavneak said that the thought behind the review with no monies being spent from MVD for this project 
was the discussions in the JLBC Committee about the use of monies that have not been available to hire MVD 
clerks.   
 
Senator Burns asked what would happen with the buildings at the end of the lease. 
 
Mr. Terry Trost, Budget Director, ADOT, replied that the modulars will have a 30-40 year life.  They will be 
used until there is an economic crossover.  ADOT plans to return to the Committee to get approval to purchase 
the modulars so they can be moved to where there will be needs around the state, such as maintenance yards or 
highway construction sites. 
 
Representative Pearce asked if the modulars were moveable. 
 
Mr. Trost replied by saying the modulars are trucked in on wheels like a trailer, however, they are more 
substantially built.  They have a long life with 26,000 square feet composed of 19 sections.  The modulars are 
built for office quality rather than residential quality. 
 
Senator Paula Aboud asked why ADOT would lease rather than purchase the modulars, and if the lease money 
was going to be applied to the purchase. 
 
Mr. Trost said the state currently does not have a contract with a vendor for the purchase of modular units.  
This would not be a lease-purchase, to the extent that the money for the lease gets applied to the purchase of 
the modular.  They can be purchased during the lease period. 
 
Chairman asked if there will be any credit given in the lease for a purchase option. 
 
Mr. Trost said there is not credit applied to the purchase. 
 
Representative Pearce asked how long the lease period is for the modulars. 
 
Mr. Trost said this is a 5-year lease. 
 
Representative Pearce asked what the cost is to purchase a modular. 
 
Mr. Trost replied that the cost is $2.1 million to purchase.  There is no contract; it would need to be put up for 
bid in the short timeline for the end of the current lease space.  The current private lease is $402,000 annually 
and will go up 20% with escalators built into the lease contract.  ADOT felt the option of leasing the modulars 
was the best available given the short time period. 
 
Representative Pearce said there is no equity in leasing modulars.  He pointed out that there should have been 
more negotiation to try to use the cost savings to purchase the modulars, which may have been more fiscally 
responsible.   
 
Mr. Trost said that when ADOT looked at the project benefits, it was broken into several pieces such as the 
lease savings and a series of cost avoidances.  Over a 5 year period, the net savings to ADOT would be $1.4 
million. 
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Representative Pearce said that his issue is there will be a lease on modular buildings that ADOT intends to 
purchase.  He wondered why the arrangement was not made to purchase the modulars rather than lease the 
modulars.  An outright purchase would save money. 
 
Mr. Trost replied that over a long period of time there would be more of a savings.  ADOT would be willing to 
place this as a purchase request in the FY 2008 budget, however, the opportunity to move forward is now 
because of the time it would take to get the process in place.  The plan is to place personnel into the modulars 
by July 1 when the lease expires. 
 
Chairman asked if the lease structure with the purchase option is taken at the end of the year or after 5 years. 
 
Mr. Trost said he understands it to be an arrangement where the leaser agreed to a lease, however, would rather 
have a sale as opposed to a lease.  
 
Mr. Stavneak said that he understood from a previous statement that it was not an option because of the way 
the current state contract was set up. 
 
Mr. Trost replied that there is no contract to purchase, there is a lease.  He understands there is an option 
provision in the lease to purchase.  He believed that ADOT could work with the vendor to exercise the option 
early. 
 
Chairman asked if the intent would be to return to the Committee to request to purchase in the next session. 
 
Mr. Trost agreed with Chairman.  He added that ADOT is in a time crunch with the project. 
 
Senator Aboud said that spending $360,000 to lease this year, then ADOT returning with a FY 2008 budget 
request to purchase, would result in a loss of $360,000.  She asked if there can be a purchase option with a 
payment credit toward the final purchase cost. 
 
Mr. Trost replied that if ADOT stays at their current location, they would lose the normal lease payment that 
will increase 20% after July 1. 
 
Representative Pearce agreed with Senator Aboud that ADOT needs to make an arrangement to apply the 
$360,000 to the purchase price of the modular buildings. 
 
Mr. Trost replied that ADOT will work with the vendor. 
 
Chairman Boone summarized that ADOT will make the request to purchase the modular buildings in the next 
session and attempt to negotiate with the vendor to apply the lease payment to the purchase price.   
 
Chairman moved the Committee to give a favorable review as recommended by JLBC Staff. 
 
Mr. Stavneak clarified the motion for the Committee that this would be a favorable review with the provisions 
that no monies be spent from MVD for the project, ADOT will negotiate with the vendor to count the lease 
payment toward the purchase cost, and ADOT would provide the Committee with firm cost estimate for the 
direct purchase for consideration in the FY 2008 budget. 
 
The motion carried. 
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SCHOOL FACILITIES BOARD – Review of FY 2008 New School Construction Report and New School 
Facilities Fund Litigation Account. 
 
Ms. Leatta McLaughlin, JLBC Staff, presented the Review of the School Facilities Board (SFB) FY 2008 New 
School Construction Report and the Fund Litigation Account.  This review includes SFB’s demographic 
assumptions, proposed construction schedule, and new school construction cost estimates for FY 2008, along 
with the report on the litigation account.   
 
JLBC Staff recommends a favorable review of SFB’s report on the new school facilities fund litigation account 
since there has been no activity in this account.  JLBC Staff recommends deferring action on the FY 2008 new 
construction report item until May 1, 2007 when SFB can report proposed construction schedule and cost 
estimates by project, since SFB will not complete its new construction approval process for the current fiscal 
year until the spring.  This item was included in the agenda in order to provide the Committee of SFB’s current 
estimate for the new construction spending of $401.8 million in FY 2008.  SFB is requesting $399 million 
from the General Fund, which would be a $150 million increase above FY 2007.  SFB expects enrollment to 
be at a higher rate in FY 2007 and FY 2008 than it was in FY 2006.  The biggest growth is in the districts in 
the northern edge of the Phoenix metro area and Pinal County; however, SFB expects housing permits to 
decline, which is the reason for lower approvals in the FY 2007 approval cycle compared to FY 2006.  One 
reason SFB approved more new construction in FY 2006 compared to FY 2005 is because there were twice as 
many high schools approved in FY 2006, which added $130 million in FY 2006 alone. 
 
Senator Burns asked if SFB has taken the reductions relative to the decline in housing permits. 
 
Mr. John Arnold, Acting Executive Director, SFB, replied that yes, housing permits across the state, especially 
Maricopa and Yuma Counties are down 25% to 30%.  However, the population continues to grow at the same 
rate as it has over the last several years.  The projects and awards from last year were based on the inflated 
residential construction numbers, therefore, the conceptual plans from last year were downgraded by 25%.  
There has been a review of 13 school districts this year and of the 13, 3 had projects that were thought to be 
approved this year and were not approved. 
 
Senator Burns asked if the number of schools approved will not be as high as last year. 
 
Mr. Arnold said Senator Burns is correct.  Last year SFB approved $422 million in new facilities and in FY 
2007 they are projecting the number to drop to approximately $350 million, which includes the 12% inflation 
increase approved by JLBC.  
 
Senator Burns asked about the statement that housing permits were down and the population is still growing. 
 
Mr. Arnold said that it was his understanding that the population continues to grow at the same rate as the last 
several years.  They expect to see growth in ADM across the state, especially in the west valley, northwest 
valley, Pinal County, Pima County, and Yuma County regions. 
 
Chairman clarified that action on the new school construction report will be deferred and no action will be 
taken. 
 
Senator Burns moved the Committee give a favorable review to the New School Facilities Fund Litigation 
Account as recommended by JLBC Staff.  The motion carried. 
 
SCHOOL FACILITIES BOARD – Review of FY 2007 Building Renewal Distributions. 
 
Ms. Leatta McLaughlin, JLBC Staff, presented the Review of SFB’s FY 2007 Building Renewal Distributions.  
JLBC Staff recommends a favorable review of the FY 2007 Build Renewal Distribution as it complies with 
statutory requirements.  According to statute, SFB must obtain Committee approval before awarding the 2 
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equal installments of current year $86.3 million building renewal money.  Half the money is awarded this 
month and the other half in May 2007.  Each district must have submitted their building renewal plan to SFB 
before they can receive any building renewal money.  SFB has received plans from 134 districts and approved 
49 of the plans for a November distribution of $8.4 million.  The remaining $35 million of the November 
distribution will be distributed as more 3-year plans are received and approved.   
 
On October 3, the Arizona Superior Court issued a summary judgment in favor of the state considering the K-
12 building renewal lawsuit, which was filed in October 1999.  The court held that school districts had not 
made an effort to obtain all available sources of state funding to maintain their facilities at the minimum 
guidelines and their claim was found premature. 
 
Senator Burns said that SFB has received the 3-year plans from 134 districts and asked why SFB has only 
approved 49 of those plans.  
 
Mr. Arnold replied that the due date for the 3-year plan was October 15; however, they trickle in over time.  They 
are reviewed to ensure that the spending is on building renewal appropriate items.  The remaining plans are still 
being worked on with the districts for clarification on some plans. 
 
Chairman asked what square footage percentage they make up of the total. 
 
Mr. Arnold replied that he does not know that percentage.  He said that building renewal attached to the set of 
plans that went to the Board was $17 million of the $86 million that will be distributed, which is about 25%. 
 
Senator Burns moved that the Committee give a favorable review as recommended by JLBC Staff.  The motion 
carried. 
 
ARIZONA STATE LOTTERY COMMISSION – Review of FY 2007 Building Renewal Allocation. 
 
Ms. Leatta McLaughlin, JLBC Staff, presented the Review of the Arizona Lottery Commission Building 
Renewal Allocation.  The building renewal appropriation for FY 2007 is $53,600.  The appropriated monies 
will be used to repair the warehouse roof and paint the interior of the building at the Phoenix location.  JLBC 
Staff recommends the Committee give a favorable review of the request. 
 
Representative Pearce said that the contingencies are over half of the amount and asked what the unexpected 
contingencies may be. 
 
Ms. Patricia Phillips, Arizona State Lottery Commission, replied that the building is 20 years old and the air 
conditioner and other systems are past their life expectancy.  There has been an increase in water leaks and 
broken pipes which are going into the plan. 
 
Representative Pearce said that there should be a known assessment itemizing the list of things that need to be 
repaired.  There should have been bids for this project with an exact amount of the cost. 
 
Mr. Stavneak said that the Lottery Commission can report on the use of the $18,000 contingency. 
 
Senator Burns moved that the Committee give a favorable review as recommended by JLBC Staff including a 
report on the use of the contingency money. 
 
Senator Gould noted that this would not be a roof replacement, it is a roof repair.  He asked what the cost 
would be for a roof replacement. 
 
Ms. Phillips replied that the ADOA construction services stated that it would cost an additional $30,000 to 
$50,000 to replace the roof. 
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Senator Gould asked how much time the $15,000 would add until the next repair. 
 
Ms. Phillips replied that it would be about 15 years. 
 
The motion carried. 
 
Without objection the Committee meeting adjourned at 3:45 p.m. 
 
Respectfully submitted: 
 
 
 

 
Yvette Medina, Secretary 

 
 
 
 
 

Lorenzo Martinez, Assistant Director 
 
 
 
 
 

Representative Tom Boone, Chairman 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
NOTE:  A full tape recording of this meeting is available at the JLBC Staff Office, 1716 W. Adams. 
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State Lake Improvement Fund

• Provides funding to state agencies, counties, 
and local governments for capital and land 
acquisition projects on waters where gasoline-
powered boats are permitted.  

• 2 main sources of revenue:
– Percentage of gasoline tax
– Percentage of watercraft license fees

• Parks Board plans to use $4 million in FY 07 
for 13 projects.



While Most Proposed Projects Appear to Fit 
Statutory Criteria, 3 Raise Several Issues

• Town of Buckeye Recreational Lake - $560,000  
– Funding is for engineering, design, and site preparation only.
– Buckeye requested another $3.8 million to create the lake.

• Bullhead City Non-Motorized Boat Launch Ramp - $342,000 
– Projects involving non-motorized boats may not be consistent with the 

intent of the SLIF statutes. 

• La Paz County/Buckskin Fire Department Water Rescue and 
Medical Aid Facility Kitchen Remodel - $39,500 of $67,600 
grant 
– Remodeling a kitchen may not be consistent with the intent of the SLIF 

statutes.
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$12.4 Million Bond Issuance

New Conference Center and Parking Structure $12.4 Million
• Formation of LLC to issue bonds
• 41,000 square foot conference center and 344 space parking 

structure 
– Total Cost- $305/sq ft and $17,440/space
– Direct Construction Cost- $265/sq ft and $15,000/space

• LLC will lease facilities to NAU for operation 
• NAU will retain title after debt is retired

2
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Ground Lease Agreement with Drury

Proposed Hotel
• 30-year term, with two 10-year renewal options
• 150-room hotel on 1.76 acres 

Highlights of the Agreement
• Drury would pay a percentage of gross receipts of 3% for the 

first $3 million, 3.5% for $3 million to $5 million, and 4% of 
any amount in excess of $5 million 

• NAU would use these revenues to pay debt service on LLC 
bonds

• It is not clear what happens with the hotel at the end of the 
ground lease

4



Committee Options

• Favorable review – Project costs for the conference center 
and parking structure appear to be reasonable

• Unfavorable review – As Chapter 352 was enacted in June 
2006, NAU may have been expected to seek the 
Committee’s input prior to entering into this transaction

• No action – NAU entered into this transaction prior to the 
effective date of the act requiring review of indirect debt 
financing

5
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$18.5 Million Bond Issuance

ASU Police Department Facility $12.5 Million
• Current facility is overcrowded and located on proposed dorm sites
• New facility would be 38,000 SF 

– Total Cost/SF - $328
– Direct Construction Cost/SF - $229

Site Preparation $6 Million
• Bond proceeds would be used to clear the sites proposed for the Barrett 

College and South Campus Academic Village dorms
• Site preparation includes hazardous material abatement, demolition, waste 

removal, and a building acquisition



Site Map – Barrett College and South Campus Academic Village 
 
 

  

 
 

 





Ground Lease Agreement with ACC
Proposed Dorms
• Barrett College – 490,000 sq-ft of housing for 1,700 freshmen 

through upper-class honors students; includes academic space
• South Campus Academic Village – 570,000 sq-ft of apartment-

style housing for 1,850 upperclassmen and graduate students; 
includes 240,000 sq-ft of retail space

Highlights of the Agreement
• ACC will provide $230 million for the construction of two housing 

developments and will transfer title to ASU once the developments 
are completed.

• In exchange, ASU enters into a 65 year operating agreement with 
ACC.  

• ASU will receive a percent of room and board revenue, a portion of 
which will be used to make the annual payment for the site 
preparation project.

• If ASU had to debt finance these facilities, their debt ratio would 
have risen from 5.3% to 6.6%.



JLBC Recommendation

ASU PD Facility and Site Preparation Bond
• JLBC Staff recommends a favorable review with the 

standard university financing provisions

ASU and ACC Agreement
• The ASU/ACC agreement may qualify as indirect debt 

financing, thereby requiring Committee review
• Should the Committee review these indirect construction 

projects if the state eventually acquires the asset?
• What are the provisions for addressing contractor non-

conformance in a 65-year lease?
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DATE:  January 18, 2007 
 
TO:  Members, Joint Committee on Capital Review 
 
THRU: Richard Stavneak, Director 
 
FROM: Lorenzo Martinez, Assistant Director 
 
SUBJECT: Adoption of Committee Rules and Regulations 
 
The Committee will consider the attached rules and regulations for adoption at its January 23 
meeting.  Under Rule 6 (Statutory Power and Duties of the Committee), Item 12 is new and Item 
14 has been updated.  Both items reflect statutory changes that have been enacted since the last 
Committee adoption in February 2005. 
 
Item 12 is related to review of university indirect financing projects.  Item 14 has been updated 
to reflect the repeal of School Facilities Board (SFB) authority to enter into lease-to-own 
agreements.  The base statutes related to SFB lease-to-own agreements remain in law in order to 
allow already executed agreements to continue. 
 
RS/LM:ym 
Attachment 
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 JOINT COMMITTEE ON CAPITAL REVIEW 
 RULES AND REGULATIONS 
 
 RULE 1 
 
NAME OF COMMITTEE AND METHOD OF APPOINTMENT 
 

The name of the Committee is the Joint Committee on Capital Review, hereinafter referred to as the 
Committee, consisting of fourteen members designated or appointed as follows: 
 

1. The Chairman of the Senate and House of Representatives Appropriations Committees. 
 

2. The Majority and Minority Leaders of the Senate and House of Representatives. 
 

3. Four members of the Senate and four members of the House of Representatives who are members of their 
Appropriations Committees and who are appointed to the Committee by the President of the Senate and 
the Speaker of the House of Representatives, respectively. 

 
 RULE 2 
 
CHAIRMAN OF THE COMMITTEE 
 

The Chairman of the Senate Appropriations Committee shall have a term as Chairman of the Joint Committee 
on Capital Review from the first day of the First Regular Session to the first day of the Second Regular Session of each 
legislature and the Chairman of the House of Representatives Appropriations Committee shall have a term as Chairman 
from the first day of the Second Regular Session to the first day of the next legislature's First Regular Session. 
 
 RULE 3 
 
QUORUM 
 

A majority of the members of the Committee shall constitute a quorum for the transaction of business. 
 
 RULE 4 
 
MEETINGS OF THE COMMITTEE 
 

The Committee shall meet as often as the members deem necessary. 
 
 RULE 5 
 
COMMITTEE PROCEEDINGS 
 

The Committee proceedings shall be conducted in accordance with Mason's Manual of Legislative Procedure, 
except as otherwise provided by these rules. 
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 RULE 6 
 
STATUTORY POWER AND DUTIES OF THE COMMITTEE 
 
The Committee shall: 
 

1. Develop and approve a uniform formula for computing annual building renewal funding needs and a 
uniform format for the collection of data for the formula. 

 
2. Approve building systems for the purposes of computing and funding building renewal and for preparing 

capital improvement plans. 
 

3. Review the state capital improvement plan and make recommendations to the Legislature concerning 
funding for land acquisition, capital projects and building renewal.  The recommendations should give 
priority to funding fire and life safety projects. 

 
4. Review the expenditure of all monies appropriated for land acquisition, capital projects and building 

renewal. 
 

5. Review the scope, purpose and estimated cost of the project prior to the release of monies for 
construction of new capital projects. 

 
6. Approve transfers within a budget unit of monies appropriated for land acquisition, capital projects or 

building renewal. 
 

7. Review and approve the acquisition of real property or buildings by the Arizona Department of 
Administration and Arizona Department of Transportation. 

 
8. Review the acquisition of real property or buildings by the Department of Economic Security. 
 
9. Determine the rental fee charged to state agencies for using space in a building leased to the state. 

 
10. Approve expenditures from the Corrections Fund by the Director of the Department of Administration for 

major maintenance, construction, lease, purchase, renovation or conversion of Corrections facilities. 
 

11. Review Arizona Board of Regents, Community College and Game and Fish bond projects. 
 
12. REVIEW OF ARIZONA BOARD OF REGENTS INDIRECT DEBT FINANCING PROJECTS. 
 
13. Review School Facilities Board building renewal calculations and distributions. 

 
14. Review School Facilities Board and school district lease-to-own projects.  (AUTHORITY TO ISSUE 

HAS BEEN REPEALED, BUT BASE STATUTES REMAIN TO ALLOW PRIOR ISSUANCES TO 
CONTINUE.) 

 
15. The Committee shall have other duties and responsibilities as outlined in statute or determined by the 

Chairman, consistent with law. 
 
 RULE 7 
 
STAFF 
 

The Joint Legislative Budget Committee Staff shall provide staff assistance to the Committee as directed by 
the Committee. 
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 RULE 8 
 
AGENDA FOR MEETINGS 
 

An agenda for each Committee Meeting shall be prepared by the Director, and, whenever possible, mailed or 
delivered to members of the Committee, not less than one week prior to the meeting.  The Director must have at least 
three weeks prior notice for any state agency-requested items that appear on the agenda, unless the Chairman of the 
Committee approves of a later submission. 
 
 RULE 9 
 
ORDER OF BUSINESS 
 

The Order of Business at a committee meeting shall be determined by the Chairman of the Committee.  It shall 
normally be as follows: 
 

• Call to order and roll call 
• Approval of minutes 
• Director’s Remarks (if any) 
• Review of capital projects 
• Other Business - For information only 
• Adjournment 

 
 RULE 10 
 
ADOPTION AND AMENDMENT OF THE RULES AND REGULATIONS 
 

These rules and regulations shall be adopted and may be amended by a majority vote of the Committee 
members. 
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DATE:  January 18, 2007 
 
TO:  Senator Bob Burns, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leah Ruggieri, Fiscal Analyst  
 
SUBJECT: Arizona State University – Review of Indirect Financing for Downtown Campus Student 

Housing Project 
 
Request 
 
The Higher Education Budget Reconciliation Bill (Laws 2006, Chapter 352) approved during the last 
legislative session includes a provision that requires the Arizona Board of Regents (ABOR) to receive 
Committee review for any projects using indirect debt financing.  Arizona State University (ASU), on behalf 
of ABOR, requests Committee review of their proposal to enter into a lease or sub-lease agreement with 
Capstone Development to develop student housing for the ASU Downtown Phoenix Campus (DPC). 
 
Summary 
 
The highlights of the agreement with Capstone Development are as follows: 
 
• Phases I and II of the student housing development would accommodate between 1,200 and 1,300 

students.  The project would have a total cost of $106 million and per-square-foot cost of $217. 
 
• Capstone Development will construct subsequent phases of the development if they meet performance 

requirements specified in their agreement with ASU. 
 
• Capstone Development will pay for the project.  They will lease the land for the proposed site from the 

City of Phoenix for 30 years.  Additionally, Capstone Development will issue $116.6 million in tax-
exempt bonds to finance development construction costs, estimated to be paid off in 23 years with student 
housing fees.  At the end of the lease or the period of bond indebtedness, whichever is sooner, ASU will 
become the owner of the land and the facilities. 

 
• If Capstone Development does not obtain an occupancy rate of 99% in the first 4 years of the project, ASU 

would pay Capstone not more than $1.2 million in any year.  ASU would receive reimbursement from 
Capstone for these payments from the project’s future year profits. 

 
• ASU requires a maximum rental price for student accommodations, though Capstone may raise the rent 

above this amount if significant cost increases occur. 
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Recommendation 
 
The Committee has at least the following options: 
 
1) A favorable review.  Capstone Development would construct student housing at the DPC at no 

additional cost to the state, provided that 99% occupancy is achieved in the first 4 years of the project. 
 
2) An unfavorable review.  The Downtown Phoenix Campus facilities have not been approved by the full 

Legislature.   
 
Under either option, the JLBC Staff additionally recommends that ASU submit for Committee review any 
subsequent phases beyond Phase II of the proposed development. 
 
Analysis 
 
Project Description and Justification 
The DPC opened in FY 2007 and currently houses the College of Nursing and Healthcare Innovation, the 
College of Public Programs, and the University College.  As of the fall 2006, approximately 2,800 (headcount) 
students were enrolled in one or more classes at the DPC.  ASU projects by FY 2009, the headcount will 
increase to 7,500 with the addition of the Cronkite School of Journalism to the campus.  Eventually, ASU will 
expand to a headcount 15,000 students.   
 
To accommodate student housing needs in FY 2007 and FY 2008, ASU entered into an agreement with City 
Center, LLC, to lease the former Ramada Inn property (now named the Residential Commons) as a housing 
development for a maximum of 260 students.  The investor group that owns the property has not committed 
this property to ASU beyond 2008.  As the Residential Commons serves as a temporary housing development 
and does not offer sufficient space for future on-campus housing needs, ASU would enter into a lease or sub-
lease with Capstone Development to construct permanent student housing at the DPC on a phased basis.  
Capstone Development is a private corporation that has developed 25,000 beds on colleges and university 
campuses across the country since 1994.  In addition to meeting student demand, ASU is providing student 
housing to improve retention and graduation rates since students who live on-campus typically stay in college 
and graduate at a higher rate than students who live off-campus. 
 
By FY 2009, ASU anticipates student demand for housing at the DPC will be somewhere between 750 to 800 
students, or 10% of the anticipated enrollment and 50% of anticipated freshman and first-time student 
enrollment.  These figures reflect current housing usage rates at the Tempe campus.  When the College of 
Public Programs, the College of Nursing, University College and the Cronkite School of Journalism were 
located at the Tempe campus in FY 2006, 1,310 of students enrolled in the programs lived in on-campus 
housing.  By FY 2009, most of the University College and all of the College of Public Programs and School of 
Journalism will be located downtown. ASU expects a particularly strong demand for student housing due to 
limited existing housing opportunities in the area and projected student demographics. 
 
The proposed development is located on Taylor Street between First Street and Second Street.  In the first 
phase, Capstone Development would construct a 193,000 square-foot student development with 700 to 750 
beds that would target freshmen students.  This development would be available for occupancy in August 
2008.  The second phase would include a 168,000 square-foot student development with an additional 500 to 
550 beds oriented toward upperclassmen and planned for occupancy in August 2009.  Both the first and second 
phase would provide housing for students only.  Subsequent phases have not been definitively planned, but 
would accommodate freshmen through upperclassmen.  If Capstone Development meets performance 
requirements specified in their agreement with ASU, they will finance and construct these subsequent phases.  
ASU plans to submit these phases to ABOR for review before they are implemented. 
 
Lease or Sub-lease Agreement with Capstone Development 
To meet housing demand at the DPC, ASU conducted a Request for Qualifications (RFQ) process to select a 
private developer to construct the student housing project.  In a RFQ process, all entities interested in 
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contracting for a proposed project submit their qualifications for the contract award.  An entity is then chosen 
based upon their relative qualifications, after which they develop a project cost estimate.  This process is 
different from a Request for Proposal (RFP) process, in which entities submit project cost estimates up front 
and are selected based primarily upon price.  ASU received 3 responses to their initial RFQ, of which they 
chose A&L Investments for the contract award.  A&L Investments currently owns a portion of the site 
proposed for the student housing development.  Because A&L Investments does not specialize in student 
housing development, they partnered with Capstone Development to construct the project.   
 
Capstone Development is the lead partner in the development and the sole point of contact for ASU.  
According to their agreement with ASU, Capstone Development is responsible for the construction, financing, 
operation of the housing development, and any building renewal needs.  ASU’s role in turn is to 1) commit to 
not develop competing housing developments, 2) provide land for future phases of the project, 3) provide 
compensation to Capstone Development at pre-determined levels if the project fails to obtain 99% occupancy 
in the first 4 years, and 4) supply any needed academic support services in the housing development.   
 
While A&L Investments owns a section of the site proposed for the housing development, the City of Phoenix 
owns the remaining portion of the site.  As of the most current agreement among Capstone Development, the 
City of Phoenix and ASU, the A&L portion of the site would be gifted to the City, thereby consolidating the 
site and placing it completely under the City’s ownership.  Capstone Development would then establish a not-
for-profit entity that would lease the site from the City at a nominal cost ($1 per year) for 30 years.  Capstone 
Development is able to create this non-for-profit entity because the purpose of the housing project is to rent to 
university students.  ASU expects that this arrangement with the City and Capstone will be finalized by late 
February. 
 
To finance Phases I and II of the project, the not-for-profit entity would issue $106.3 million in tax exempt 
bonds.  The interest paid would total $10.3 million, bringing the total cost of the bond issuance to $116.6 
million.  Capstone Development would finance their debt payments with revenue generated from student 
housing fees.  If the housing development generates revenue above the bond debt payments, Capstone 
Development and A&L Investments would keep a portion of the revenue equivalent to a calculated fair market 
value return on their investment.  Of this amount, Capstone Development would receive 80% and A&L 
Investments would receive 20%.  Revenue received above the calculated return would be used to make 
additional payments above the required debt payments.  ASU estimates that enough revenue will be generated 
from student housing fees to pay off the bonds in 23 years.   At the end of the 30-year lease or Capstone 
Development’s period of indebtedness, whichever is sooner, ASU would become the owner of both the land 
and the improvements.   
 
The average total cost per-square-foot for Phases I and II would be $294 and the average total cost-per-bed 
would be $85,000.  This project as a whole has a higher average cost-per-square foot and average cost-per-bed 
than the American Campus Communities (ACC) student housing project at the Tempe campus, favorably 
reviewed by the Committee in November 2006.  For the ACC proposed housing project, the average total cost 
per-square-foot was $217 and the average total cost-per-bed was $64,800.  These lower costs are likely due to 
economies of scale, as the ACC project would accommodate 3,500 students, whereas the Capstone 
Development would accommodate between 1,200 and 1,300 students. 
 
If Capstone Development fails to obtain an occupancy rate of 99% during the 4 year period from fall 2008 to 
spring 2012, ASU would agree to directly lease from Capstone Development varying percentages of the 
student beds.  The proposed schedule is: 
 
• The last 15% of beds up to 99% in the first year of Phase I and Phase II; 
• The last 10% of the beds up to 99% in the second and third year of Phase I and the second year of Phase 

II; 
• The last 5% of the beds up to 99% in the fourth year of Phase I and the third year of Phase II; 
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ASU’s maximum potential for required direct leasing in this arrangement is $775,000 in the first year, $1.2 
million in the second year, $975,000 in the third year and $500,000 in the fourth year.  ASU would finance 
these amounts with local non-appropriated funds.  Capstone Development has indicated a need for these 
guarantees to mitigate the risk associated with opening housing at a new campus with no track record and the 
need to make debt payments for the project.  In exchange for these guarantees, ASU would receive: 
 
• Immediate ownership of land valued at $5.1 million; 
• Ownership of the improvements of the land at the end of the project indebtedness; 
• Naming rights to the facility; 
• Reimbursement from Capstone of the amount expended by ASU for direct leasing if at one point housing 

revenue exceeds the amount necessary to make bond payments. 
 
In their agreement, ASU requires a maximum rental price for student accommodations that is consistent with 
other new university housing.  If Capstone Development exceeds this maximum price, ASU would not be 
required to directly lease from Capstone Development for vacant beds in the first 4 years of the project.  
Current discussions are for a maximum rate of $695 per month for a shared accommodation unit with a 10 
month lease.  Rent would escalate at a rate of 4% annually or a rate similar to Tempe housing rates, whichever 
is greater.  The rent can be raised above these terms, however, if significant cost increases occur.  The 
student’s financial relationship will be strictly with Capstone Development.  
 
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 8.00% of each institution’s total projected annual expenditures.  This 
calculation is known as the debt ratio.  If ASU were to issue system revenue bonds to finance Phases I and II 
of the DPC housing development that Capstone Development has agreed to bond finance, the ASU debt ratio 
would increase from 5.4% to 6.0%. 
 
Indirect Debt Financing 
Laws 2006, Chapter 352 specifies that indirect debt financing occurs when ABOR or a state university enters 
into an agreement with a tax-exempt non-profit organization or a private developer in which the non-profit 
organization or private developer executes bonds or enters into lease or lease-purchase agreement for capital 
projects that meet at least one of the following 3 criteria: 1) are located on the property of a state university, 2) 
are intended to house university activity, or 3) are capital projects in which ABOR or a state university 
guarantee revenue to the developer or debt service payments on behalf of the non-profit or developer.  ASU’s 
proposed arrangement with Capstone Development qualifies as an indirect debt financing agreement as it 
grants Capstone Development a lease for a capital project that is intended to house university activity. 
 
When a university enters into an indirect debt finance agreement for a capital project, the project does not 
appear in their balance sheets as an asset or a liability.  Instead, the university would report these arrangements 
in their annual financial statements as “component units”, which are defined as independent not-for-profit 
corporations that support the university in some capacity and to which the university has some financial 
responsibility. 
 
RS/LR:ym 
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DATE:  January 18, 2007 
 
TO:  Senator Bob Burns, Chairman 
   Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Amy Strauss, Fiscal Analyst 
 
SUBJECT: Arizona State University – Review of FY 2007 Building Renewal Allocation Plan 
 
Request 
 
Laws 1986, Chapter 85 established the Joint Committee on Capital Review and charged it with 
developing a Building Renewal Formula to guide the Legislature in appropriating monies for the 
maintenance and repair of state buildings.  A.R.S. § 41-1252 requires Committee review of expenditure 
plans for building renewal monies.  Laws 2006, Chapter 345 distributed $20 million to the Arizona Board 
of Regents (ABOR) for building renewal.  Of this amount, Arizona State University (ASU) received $6.5 
million.  ASU requests Committee review of the FY 2007 Building Renewal Allocation Plan. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the request with the 
following provision: 
 
• ASU report on any reallocation above $500,000 between the individual projects in the favorably 

reviewed Building Renewal Plan. 
 
Analysis 
 
Arizona’s Building Renewal Formula takes into consideration a facility’s age (adjusted to account for 
major renovations), replacement value, and expected life in determining a suitable appropriation level for 
repairs.  The formula does not account for any maintenance deferred as a result of insufficient past 
funding.  The FY 2007 Capital Outlay Bill (Laws 2006, Chapter 345) appropriated $20 million from the 
General Fund to ABOR, funding 29% of the building renewal formula.  ABOR has since allocated $6.5 
million of those monies to ASU for building renewal.  
 
ASU has submitted for review the following projects, which total $6.5 million in building renewal 
allocations.  The costs of these projects appear reasonable and consistent with guidelines for building 
renewal.   
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1. Fire Alarm and Sprinkler System Replacements 
 The current fire alarm system no longer meets building codes at the Tempe and Polytechnic 

campuses.  This replacement would bring the system up to code and will include the installation of 
new alarms and associated code requirements.  This project is estimated to cost $970,000. 

 
2. Sun Devil Stadium- North End Tunnel 
 This project aims to correct structural damage, which has resulted from corrosion and rust at the 

north end of Sun Devil Stadium.  This project is estimated to cost $800,000. 
 
3. Roof Recoatings and Replacements 
 This project replaces and repairs aging roofs in buildings on the Tempe and West campuses.  This 

project is estimated to cost $1,813,000.  
 
4. Life Science E-Wing Repair/Brick Veneer 
 This project will repair and replace the brick veneer of the Life Science E-Wing.  The bricks need to 

be replaced, after cracking has caused them to come away from the building.  This project is 
estimated to cost $105,000. 

 
5. Classroom Upgrades/Renovation 
 This project renovates classrooms at the Tempe campus.  These renovations include paint and 

patching, flooring, and asbestos abatement.  This project is estimated to cost $1,000,000. 
 
6. Memorial Union/Re-pipe Waste Lines 
 Built in 1955, the current waste lines are the ones originally installed in the building.  These lines are 

not up to building code and are failing.  This project will replace those pipes and is estimated to cost 
$110,000. 

 
7. Mona Plummer Aquatic Complex- Heat Exchanger 
 This project will replace the pool heating system, which controls the Mona Plummer Complex.  This 

is intended to improve water temperature requirements for swimming events.  This project is 
estimated to cost $105,000. 

 
8.  Physical Science F-Wing- Electrical & Chilled Water Upgrades 
 This project provides infrastructure upgrades required to perform laboratory renovations.  This 

includes updating electrical and chilled water systems.  This project is estimated to cost $575,000. 
 
9.  Building Exterior Painting and Re-Caulking 
 This project focuses on cleaning, degreasing, repairing exterior cracks, resurfacing, re-caulking, and 

painting building exteriors on both the Tempe and West Campuses.  This project is estimated to cost 
$657,900. 

 
10. Lightning Infrastructure Replacement and Upgrades 
 This project corrects inefficiencies in exterior lighting in various areas between buildings, along 

walkways, and streets at the Polytechnic campus.  This is meant to address safety concerns 
associated with the lack of adequate lighting in pedestrian walkways.  This project is estimated to 
cost $316,000. 

 
The above projects total $6.5 million in building renewal funding. Final project costs may change, as they 
will not be finalized until the projects are bid.   
 
RS/AS:ss 
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DATE:  January 18, 2007 
 
TO:  Senator Bob Burns, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leah Ruggieri, Fiscal Analyst 
 
SUBJECT: Arizona State University – Review of Academic Renovations and Deferred Maintenance 

Phase IIB Bond Projects and Revised Scope and Cost for Instructional/Research 
Laboratory Renovations Phase II  

 
Request 
 
A.R.S. § 15-1683 requires Committee review of any university projects financed with system revenue 
bonds.  Arizona State University (ASU), on behalf of the Arizona Board of Regents (ABOR), requests 
Committee review of Academic Renovations and Deferred Maintenance Phase IIB.  ASU would finance 
this project with a total new revenue bond issuance of $10,000,000. 
 
ASU is also submitting for Committee review revised scope and cost estimates for Instructional/Research 
Laboratory Renovations Phase II, a system revenue bond project first favorably reviewed by the 
Committee at its 2004 meeting.  The total project cost for Instructional/Research Laboratory Renovations 
Phase II remains the same.  Due to evolving academic program priorities, however, ASU seeks to cancel 
certain items, change the scope of others, and introduce new components associated with each project. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of Academic Renovations and 
Deferred Maintenance Phase IIB and the scope and cost revisions for Instructional/Research Laboratory 
Renovations Phase II 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 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 
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emergency rather than submit the item for review.  The 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. 

 
• ASU 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. 

 
• ASU shall submit to the Committee an expenditure plan for the $4,030,000 unallocated to specific 

projects in Academic Renovations and Deferred Maintenance Phase IIB. 
 
Analysis 
 
Academic Renovations and Deferred Maintenance Phase IIB 
The Academic Renovations and Deferred Maintenance Phase IIB is comprised of 3 renovation and 
deferred maintenance projects that total 54,800 square-feet, at an estimated total cost of $6 million.  Table 
1 below lists estimated capital costs and renovation scopes for the 3 projects associated with Phase IIB.  
Of the $10 million budgeted for these projects, $750,000 would be used as a contingency fund and $4 
million is unallocated to specific projects.   
 

Table 1 

ASU Renovations and Deferred Maintenance Phase IIB Costs and Scopes 
    

Project Request Sq-Ft Description 
Classroom Renovations - 
Various Locations 

$5,000,000 48,800 Backfill renovations to accommodate program needs, life 
safety improvements to bring the building into compliance 
with building and fire codes, restroom upgrades, 4 new 
classrooms, general building improvement, and cabling 
replacement. 

Goldwater Chemistry/ 
Geology Labs 

850,000 6,000 Renovation of existing lab space to accommodate research 
in chemistry and geological sciences, including upgrading 
HVAC, ductwork and electrical in the building, and adding 
fume hoods and supporting systems. 

SESE/Chemistry - Keck 
Lab Upgrades 

120,000 - Upgrades to the existing all-plastic Keck Lab to address 
shortfalls in the existing lab ductwork and air intake. 

    
Total - Allocated $5,970,000 54,800  
Unallocated Total $4,030,000   

 
ASU plans to issue system revenue bonds to be repaid over a 15-year period at an estimated interest rate 
of 5%.  The anticipated date of the bond issuance is February 2007.  Annual debt service would be 
approximately $963,400, paid from tuition collections and auxiliary revenues.  The interest paid would 
total $4,451,000.  ASU does not anticipate any additional operating and maintenance costs associated 
with this project. 
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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 8.00% of each institution’s total projected annual expenditures.  This 
calculation is known as the debt ratio.  The $10 million of issued bonds would increase the ASU debt 
ratio from 5.4% to 5.46%.   
 
When considering all 3 projects included in Phase IIB, the average total cost-per-square-foot would be 
$109 and the direct construction cost-per-square-foot would be $91.   
 
Instructional/Research Laboratory Renovations Phase II 
A.R.S. § 15-1683 requires Committee review of any university projects financed with system 
revenue bonds.  The Committee first favorably reviewed Instructional/Research Laboratory 
Renovations Phase II at its September 2004 meeting and favorably reviewed subsequent scope 
revisions to the project at its July 2005 meeting.  Almost all the components of Instructional/ 
Research Laboratory Renovations Phase II address laboratory upgrades to meet the needs of program 
growth and new faculty researchers.   
 
Of the 19 components included in ASU’s further revised plan, ASU now seeks to cancel 4 projects, 
modify the budgets and scopes of 10 projects, and add 3 new projects within the original project cost 
of $20 million.   

Table 2 summarizes the updates cost and square footage of each proposed component for 
Instructional/Research Laboratory Renovations Phase II.  
 

Table 2 
ASU Instructional/Research Laboratory Renovations Phase II 

Updated Costs and Square Footage 
   

Project July 2005 Review Revised Request 
 Unchanged Projects   
Engineering Code Upgrades Phase II $ 2,600,000 $ 2,600,000 
East Field Lab Facility 988,300 988,300 
Psychology 3rd Floor Renovations  853,000 853,000 
Goldwater Computing Center 800,000 800,000 
SCOB [FSE Geography Trade] 332,000 332,000 
Life Science C-Wing 475,000 243,600 
 Modified Projects    
School of Human Evolution  2,000,000 1,654,200 
Engineering A & B-Wing Labs  1,310,400 1,280,400 
Physical Science D-wing 1,188,000 1,263,000 
Engineering G-wing  1,200,000 1,259,000 
Physical Science C-wing 1,175,000 1,075,000 
Whitaker Design Center Studio  865,000 805,000 
Electronic Door Lab Security 400,000 225,000 
LS E-Wing Mass Spectrometry Labs  300,000 225,000 
Physical Science B-Wing Renovations  250,000 125,000 
Data Center Cooling Upgrades, Phase II 191,400 121,500 
 New Projects    
ISTB V Lab Renovations and Compliance - 4,300,000 
Whitaker Design/Resource Center Phase II - 1,000,000 
Engineering Research Center Upgrades Phase III - 850,000 
 Cancelled Projects    
ISTB I CLAS Renovations 1,700,000 - 
ISTB I Engineering Renovations 1,200,000 - 
Goldwater WINtech Center 460,000 - 
Kavazajian Renovations      150,000                  - 
 TOTAL $18,438,100 $20,000,000 
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The new total cost-per-square-foot for Phase II would be approximately $269 (originally $307) and 
the direct construction cost-per-square-foot would be $202 (originally $190).  These estimates 
represent a direct construction cost-per-square-foot increase of around 6.3% and a total cost-per-
square-foot decrease of (14.1)%.   
 
Contracting Method 
ASU would contract the Academic Renovations and Deferred Maintenance Phase IIB bond project and 
the revised Research/Laboratory Renovations Phase II 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 qualifications alone or on a combination of qualifications and price.  Because the 
construction projects in Phase IIB vary in size and scope, ASU will most likely need to hire more than 1 
general contractor. 
 
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/LR:ym 
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DATE:  January 18, 2007 
 
TO:  Senator Bob Burns, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Amy Strauss, Fiscal Analyst 
 
SUBJECT: Maricopa Community College District - Review of General Obligation Bond Issuance 
 
Request 
 
Maricopa Community College District (MCCD) requests the Committee review its proposed $240 million 
General Obligation (GO) bond issuance.  At its June 22, 2004 meeting, the Committee gave a favorable 
review to the entire $951.4 million bond proposal, with the stipulation that MCCD return for Committee 
review prior to each issuance.  The Board request reflects the second issuance.    
 
Recommendation 
 
The Committee has the following options: 
 
1) A favorable review, with the provision that MCCD report to the Committee on actual project costs of 

the second bond issuance when the district returns for review of its third issuance.  
 
2) An unfavorable review. 
 
Analysis 
 
Projects 
 
The board was authorized by a November 2, 2004 bond election to issue a total of $951.4 million in 
bonds.  The first issuance of $190.3 million took place in 2005.  All issuances will fund capital projects, 
as well as district wide initiatives.  Currently, 2 projects have been completed.  The Modular Classroom at 
Estrella Mountain and the Sun Lakes expansion at Chandler Gilbert.  The rest of the projects are moderate 
to large in scale.  Per Attachment #1, 15 of the 44 projects will be funded by both issuances.  Attachment 
#1 provides a summary of the projects MCCD anticipates covering under the $240 million issuance.   
 
Due to inflation, project costs were revised upward from original projections.  This resulted in district-
wide reductions in project scopes, as well as delays on lower priority projects.  Due to higher construction 
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costs, the bond issuance schedule was also altered, planning for the 4 remaining installments as follows: 
$240 million; $260 million; $210 million, and $51.1 million.   
 
Of the total $240 million, $152.7 million would be allocated for capital projects, $17.7 million for district 
wide maintenance and regulatory compliance, $26.7 million for district wide occupation programs, and 
$42.9 million would be used to purchase and upgrade technology and equipment.  Approximately 
1,378,000 square feet are associated with these projects, including 337,700 in remodeled projects, and 
1,040,300 in new square feet.  Attachment #1 lists the portion of bond funding by project, as well as total 
project cost.  Total project costs were used to estimate a cost per square foot for these projects.  The 
estimated average cost per square foot is $300, including $346 for new space and $160 for renovated 
space.   
 
To complete its projects, MCCD plans to use a design-bid-build procurement process for some projects 
and to employ a construction manager at risk for others.  The district will determine which method to use 
on a project by project basis.  Further detail on all the MCCD projects is provided in the district’s project 
description and construction method worksheet (See Attachment #2) 
 
Attachment #3 provides a summary of the projects MCCD began under the $190.3 million issuance, many 
of which will be completed under the second issuance of $240 million.  Construction projects totaled 
$85.5 million.  The remaining $104.8 million is allocated as follows: $19 million for land acquisition, $20 
million for district wide maintenance and regulatory compliance, $19.4 million for district wide 
occupation programs, and $46.4 million for purchase and upgrade of technology and equipment.  
Approximately 608,000 square feet is involved in these projects, including 100,000 in remodeled projects, 
and 508,000 in new square feet.  For these projects, the average cost per square foot is $378, including 
$409 for new space and $219 for renovated space.   
 
Financing 
 
The $240 million issuance would have a 14-year payment term.  The first annual payment for the $240 
million issuance is $23.8 million.  Combined with prior obligations, the district’s total debt service in FY 
2008 would be $72.2 million.   
 
To make the debt service payments associated with the $951million in bonding authority approved in the 
2004 election, the new $240 million issuance, the district estimates increasing the secondary property tax 
rate by an average of 14¢.  This would annually result in approximately $14 in additional taxes for every 
$100,000 of house value.  To determine the level of tax rates necessary to make the debt service payments 
associated with all issuances, the district has assumed annual Secondary NAV growth of between 3% to 
5% over the next five years, and 1.7% in the following years.  Since the actual tax rate for each year is 
calculated based on actual Secondary NAV, the actual tax rates required to fund the debt service 
payments will depend on future NAV growth.  Over the past 10 years secondary NAV in Maricopa has 
grown by an average of 9%.  The district, therefore, is likely underestimating secondary NAV growth, 
which could result in lower secondary property tax rate increases if Secondary NAV is above the rates 
used in the estimates.  Total outstanding debt for the district at the end of FY 2006 was $392.7 million, 
including $369.3 million in principal from GO bonds and $23.4 million from revenue bonds.  The 
Constitution limits the amount of outstanding GO debt the district the district may incur to 15% of the 
district’s total Secondary Net Assessed Valuation (NAV).  In FY 2006 the district’s outstanding GO debt 
was equal to approximately 1.2% of its Secondary NAV.  The FY 2007 planned issuance of $240 million 
would increase that amount to approximately 1.7%. 
 
 



Attachment #1

Portion Funded from Portion Funded from Total 
Project $190.3 M Bond  $240 M Bond Project Cost 1/

Chandler-Gilbert
WEC - General Classroom Building $7,710,000 $885,300 18,250,000
New IT Complex -- 599,000 8,820,000
New Classroom Complex- General Studies -- 2,578,200 10,843,000
WEC Expand General Studies Building -- 147,400 2,520,000

Estrella Mountain
New Occupational Programs Facilities 591,900               8,508,900 12,080,000
Expand Central Plant Building -- 2,156,000 2,400,000

Gateway
New Student Service Building -- 512,700 13,590,000
New Instructional Building -- 2,535,000 19,210,000
Expand Maricopa Skill Center -- 1,551,000 15,000,000
Remodel Maricopa Skill Center* -- 75,500 5,000,000
Downtown Phoenix Education Center 900,000               12,361,900 15,000,000

Glendale
New Instructional Building 10,162,000          12,233,500 23,780,000
GCC North Expansion 10,546,600          12,662,000 24,641,600
New Classrooms- Applied Technology Programs* -- 466,400 8,830,000
Renovate T-1 Building* -- 233,900 4,470,000
Renovate Business & IT Building Classrooms* -- 105,800 2,110,000

Mesa
New Math/Science building 16,303,000          3,905,000 20,650,000
New Communications/Humanities Instructional Building -- 582,400 10,290,000
Remodel Physical Science Building* 89,000                 2,785,700 3,190,000
Renovate Liberal Arts, English & Foreign Language* -- 79,000 3,150,000
Red Mountain Expansion -- 970,200 20,000,000
Downtown Mesa Education Center 959,000               8,121,800 10,000,000

Paradise Valley
New classroom building 1,422,600            12,331,700 15,150,000
New Classroom & Life Science Lab Building -- 543,900 10,812,000
Remodel Existing Life Science Area* -- 88,500 1,340,000

Phoenix
Expand Hannelly Student Center -- 2,932,800 7,990,000
Remodel Hannelly Student Center* -- 1,677,100 5,690,000
Remodel/Upgrade C Science Building* -- 126,800 10,080,000
New Fine Arts Building & Maintenance Complex 1,082,000            9,163,400 11,282,500

Rio Salado
New Administrative building 5,793,500            16,537,000 24,202,000
Remodel Vacated Administration Space* -- 1,069,100 2,398,000
New Education Center- Avondale 30,400                 2,901,300 3,260,000
New Education Center- Northeast -- 3,593,300 4,000,000
New 7th Avenue Facility -- 4,462,900 10,000,000

Scottsdale
New Physical & Life Sci building* 2,101,800            14,516,200 18,261,000
New Student Center -- 2,608,400 8,850,000
New General Purpose Classroom Building -- 1,627,000 5,500,000

South Mountain
New Library/Learning Resource Center -- 2,705,700 15,970,000
Expand Central Plant Building 15,700                 996,500 1,125,000
Ahwatukee Education Center 3,115,200            794,800 4,000,000

District-Wide
Major maintenance & security -- 13,775,800 --
Regulatory compliance & energy & water conservation -- 3,846,500 --
Technology -- 42,936,400 --
Occupational programs -- 26,708,300 --

TOTAL $60,792,300 $240,000,000 $413,735,100  

New Space 59,827,550 139,976,783 359,868,350
Remodeled Space 964,750               12,756,217 53,866,750

$240 M BOND PROJECTS



1/ Funding to complete most projects will come from future bond issuances.
* Indicates remodeled space



Attachment #2

College & Project Description
Original 2004 
Size & Budget

Revised Size & 
Budget Notes

PROJECTS FINISHED

EMCC Ocotillo Modular Classrooms This is a classroom building
     Size in gross square feet 30,000 32,984 Design-build method; substantial completion 1/06
     Total budget in dollars $2,000,000 $5,927,000 Funded from first issue

CGCC Sun Lakes Expansion This is primarily classrooms
     Size in gsf 6,000 6,300 Construction Management at Risk (CMAR) method
     Total budget $2,000,000 $1,965,611 Substantial completion 10/06

Funded from first issue

PROJECTS IN CONSTRUCTION

GCC Student Union Remodel This is for student services including meeting spaces
     Size in gsf 23,000 29,000 CMAR; substantial completion 5/07
     Total budget $3,350,000 $4,261,805 Funded from both first & second issues

RSC Sun Cities Expansion, Remodel This is primarily classrooms
     Size in gsf; new and remodel 9,500 & 4,500 9,531 & 4,959 Design-bid-build; completion new 6/07; remodel 10/07
     Total budget $2.96M & $161K $2,777,000 Funded from both first and second issues

EMCC Montezuma Sci Labs Remodel Includes science labs and support spaces
     Size in gsf 8,000 20,100 CMAR; substantial completion Phase I 1/07; Phase II 5/07
     Total budget $2,400,000 $6,667,000 Funded from both first and second issues

PROJECTS IN DESIGN

GCC North Permanent Phase 1 This includes classrooms, labs, student & admin services
     Size in gsf 87,000 67,000 CMAR; substantial completion 3/08
     Total budget $23,000,000 $24,641,633 Funded from both first and second issues

CGCC Williams Classrooms, This is classrooms, labs, & central plant work
Nursing educ, Central Plant
     Size in gsf 3 ea = 29,400 20,525 CMAR; substantial completion 10/07
     Total budget $13,100,000 $10,843,000 Funded from both first and second issues

GCC Life Sci Bldg Includes life science labs and support spaces
     Size in gsf 73,000 61,887 CMAR; substantial completion 9/08
     Total budget $24,000,000 $23,780,000 Funded from both first and second issues

MCC New S.W. Science Bldg Includes science classrooms, labs & support spaces
     Size in gsf 31,000 56,355 CMAR; substantial completion 9/08
     Total budget $12,430,000 $20,650,000 Funded from both first and second issues

PC Fine Arts Bldg & Maint Complex Art studios & classrooms; new maintenance complex
     Size in gsf 33,000 28,000 & 8,500 CMAR; substantial completion 12/08
     Total budget $9,540,000 $11,282,500 Funded from both first and second issues

and potentially the third issue

SMCC Guadalupe Ctr Expansion Includes classrooms and student services
     Size in gsf 6,000 5,000 design-bid-build; completion 1/08
     Total budget $1,580,000 $1,864,000 Funded from first and second issue

SCC New Phys & Remodel Life Sci Labs Includes classrooms, labs and support spaces
     Size in gsf, New Phys Science bldg 50,000 35,000 CMAR; completion new work 1/09; remodeling 11/09
          remodeled Life Sci space, gsf 22,500
     Total budget $16,470,000 $18,261,000 Funded from first, second, and third issues

Maricopa Community Colleges
Project Description and Construction Method



PROJECTS READY FOR PROJECT INITIATION or APPROVAL

RSC Avondale Remote Testing, Srvcs Includes testing rooms, student services
     Size in gsf 7,000 12,000 Design-build; completion 10/07
     Total budget $2,000,000 $3,260,000 Funded from first and second issue

PVCC New Life Science Lab Bldg Includes classrooms, labs and support spaces
     Size in gsf 29,000 34,000 CMAR; completion 3/09
     Total budget $11,700,000 $10,812,000 Funded from second issue

PROJECTS WITH ED SPECS DUE TO START IN NEXT 6 to 12 MONTHS

CGCC Classroom Bldg This is a classroom building
     Size in gsf 51,000 51,000 CMAR likely; completion 8/09
     Total budget $18,250,000 $18,250,000 Funded from second issue &  third issue

SCC Gen'l Purpose Classroom Bldg This is a classroom building
     Size in gsf 30,000 21,000 CMAR likely; construction start 2/08
     Total budget $7,720,000 $5,500,000 Funded from second issue &  third issue

EMCC Occupational Programs Bldg Includes classrooms & labs for occupational classes
     Size in gsf 21,700 21,700 CMAR likely; construction start 2/08
     Total budget $12,080,000 $12,080,000 Funded from second issue & third issue

MCC Red Mountain Classroom Bldg This is a classroom building
     Size in gsf 55,000 No Change CMAR likely; construction start 5/08
     Total budget $20,000,000 NC Funded from second issue & third issue

GWCC Student Services Bldg Includes spaces for student services
     Size in gsf 41,000 NC CMAR likely; construction start 5/08
     Total budget $13,590,000 NC Funded from second issue & third issue

Maricopa Skill Center Expansion Includes classrooms & labs for occupational classes
     Size in gsf, new space 42,000 NC CMAR likely; construction start 7/08
          remodeled space in sf 53,000 NC Funded from second issue & third issue
     Total budget $20,000,000 NC

GCC Applied Technology Bldg Classrooms for EMT, fire, & police training, etc
     Size in gsf 31,000 NC CMAR likely; construction start 7/08
     Total budget $8,830,000 NC Funded from second issue & third issue

MCC Commo/Humanities Bldg Classroom building
     Size in gsf 37,000 NC CMAR likely; construction start 6/08
     Total budget $10,290,000 NC Funded from second issue & third issue

RSC N.E. Testing Center Space primarily for testing and student services
     Size in gsf 7000 NC Method unknown; construction start 5/08
     Total budget $2,000,000 NC Funded from second issue & third issue

GCC Business Bldg Remodel Classroom building
     Size in gsf 17,000 NC CMAR likely; construction start 8/08
     Total budget $2,110,000 NC Funded from second issue & third issue

EMCC Estrella Hall Expansion Space for classrooms, computer commons, admin support
     Size in gsf, New space 90,500 NC CMAR likely; construction start 8/09
          remodeled space in sf 15,000 NC
     Total budget $37,115,000 NC Funded from second issue & third issue

Notes
1. Size (gross sq ft) & budget numbers ($) in the second column were those in the 2003 planning documents for the 2004 bond initiative
2. Numbers in the third column, when listed, include current revisions made after the 2004 bond approval
3. Total budget includes the building, sitework & utilities, consultant fees, furnishings, and contingencies
4. CMAR means construction manager at risk



Attachment #3

Portion Funded from 
Project $190.3 M Bond Total Cost
Chandler-Gilbert

WEC - General Classroom Building* 7,710,000$      18,250,000    
Expand Sun Lakes Center 1,965,000 1,965,000      

Estrella Mountain
Modular Classroom Buildings 5,927,000 5,927,000      
Remodel Space Montezuma Hall 6,667,000 6,667,000      
Remodel Space SWSC 200,000 200,000         
New Occupational Programs Facilities* 591,900 12,080,000    

Gateway
Downtown education center* 900,000 15,000,000    

Glendale
New building for Life Sci, Biotech, Nursing, & Psych programs* 10,162,000 23,780,000    
Renovate student union 4,261,800 4,261,800      
Expand Glendale CC North* 10,546,600 24,641,633    

Mesa
New Math/Science building* 16,303,000 20,650,000    
Remodel Physical Science building* 89,000 3,190,000      
Downtown Mesa Education Center* 959,000 10,000,000    

Paradise Valley
New classroom building* 1,422,600 15,150,000    
Joint Venture/YMCA 1,000,000 1,000,000      

Phoenix
New Fine Arts building* 1,082,000 11,282,500    

Rio Salado
New administrative building* 5,793,500 24,202,000    
New education center- Avondale* 30,400 3,260,000      
Expand Rio Sun Cities 2,777,000 2,777,000      

Scottsdale
New Physical & Life Sci building* 2,101,800 18,261,000    

South Mountain
Expand central plant offices and receiving* 15,700 1,125,000      
Expand Guadalupe Learning Center 1,864,000 1,864,000      
Ahwatukee Education Center* 3,115,200 4,000,000      

District-Wide
Major maintenance & security 14,696,900 --
Regulatory compliance & energy & water conservation 5,295,600 --
Technology 46,369,200 --
Occupational programs 19,423,200 --

Land 19,000,000 --
 

TOTAL 190,269,400$   $229,533,933
Total 85,484,500

New Space 73,390,950 207,606,383
Remodeled Space 12,093,550 21,927,550

*

 $190.3 M BOND  PROJECTS

Indicates projects that are funded with proceeds from both the first $190.3 million, and second $240 
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DATE:  January 18, 2007 
 
TO:  Senator Bob Burns, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU: Richard Stavneak, Director 
 
FROM: Eric Jorgensen, Fiscal Analyst 
 
SUBJECT: Department of Economic Security – Review of Prescott Property Conveyance 
 
Request 
 
The Department of Economic Security (DES) requests Committee review of the planned 
property conveyance with the City of Prescott, as required by Laws 2005, Chapter 298 (as 
amended by Laws 2006, Chapter 345). 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the request with the 
provision that prior to expenditure, DES report on the use of the proceeds of the sale of the 
current building.  The plan appears to comply with the Legislative intent in Laws 2005, Chapter 
298, as amended by Laws 2006, Chapter 345. 
 
Analysis 
 
Laws 2005, Chapter 298 appropriated $150,000 to DES to conduct a property exchange with the 
City of Prescott.  Laws 2006, Chapter 345 amended Laws 2005, Chapter 298 to allow DES to 
convey the property to the City of Prescott at the appraised value instead of exchanging the 
property.   
 
The approximately 4,500 square foot property, located as 234 Grove Ave. in Prescott, is adjacent 
to the Prescott College campus.  Prescott College, a private institution, wishes to acquire the 
property for expansion.  The City of Prescott has agreed to become involved through an 
Economic Development Agreement.  This agreement will allow DES to convey the property to 
the City of Prescott outside the competitive bidding process for the appraised value of $530,000.  
The City of Prescott will then provide the property to the college. 
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DES will move the offices currently located at the property, which provide services through the 
Division’s Department of Developmental Disabilities, to a consolidated multi-service center.  
This new building will be a leased property and is currently being renovated.  The $150,000 
appropriation will pay for the moving and office preparation costs associated with the transition.  
The proceeds from the sale, $530,000, will be used for various, yet to be determined capital 
projects around the state, as allowed by Laws 2006, Chapter 345. 
 
RS/EJ:ts 








